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Thank you very much Bill. Thank you for the introduction, and thanks for all the great work that you do here in the Southwest, particularly in San Diego.  It comes as no surprise to me because I’ve known Bill a long time and its no secret why he’s here in San Diego; because this is where we send the best of the best.  Bonnie, I would like to thank you for your hospitality here and for allowing me to have a brief moment to talk about our Navy and most importantly to be able to take any questions that might be on your mind as they apply to San Diego or to our Navy or to what your Navy is doing around the world.  

I would like to add my welcome to CDR Zunega for bringing his submarine here where we together as navies can work together, learn together, and most importantly for our young people to get to know one another as they go on into their careers.  

I have to admit I always love coming to San Diego.  This is going to be a little problematic. The schedule has been very, very compressed.  Before I left Washington, I told my wife it was going to be, as we say, heal to toe activity.  Then they scheduled an All Hands call for me at Point Loma outside.  So I’m going to return to Washington with a sunburn, maybe a tan, and so I think my credibility is going to suffer greatly.  
But I really look forward to the opportunity to do be able to come here and talk about what the Navy is doing and the Navy’s standing as a good steward in the communities, particularly in the San Diego community, and I would add that in my opinion, and I’ve done this for quite some time, and I’ve served in many places that San Diego is a unique community in the support and appreciation that it gives to the men and women who wear this uniform and serve here.

In my view, organizations like Rotary – with the emphasis on service to community and mutually beneficial economic development – are a big reason for the support that you give us.  And I congratulate you as you prepare for your centennial event next summer.  A milestone that is quite significant and its quite similar to the Navy’s experience in San Diego because it was in 1901 that the Navy decided they needed a coaling station.  And that coaling station would be put in San Diego.  Now that coaling station is home to the major operational, training and medical installations within our Navy. The predominance of ships, 53 to include the hospital ship MERCY in the Pacific Fleet, is the largest concentration that we have is this important area of the world, and its also home to over 155,000 active, reserve, Navy civilian, and Navy dependents.  So in one century I think we have both come a long, long way.

The Navy’s presence here, as Bill mentioned, has a multi-billion dollar impact and the employment string that comes from the Navy is absolutely extraordinary.  And we in the Navy do not take this for granted. The ability to live here, to work here is something very special to all of us.  And we work hard at every level within our Navy to demonstrate our commitment not just to the nation but to the greater community of San Diego.

It is one of the few ports in the United States that represents all six core capabilities that we articulated in our maritime strategy. When you consider those capabilities: to be a global Navy –  the ships and airplanes that leave here operate around the world; to be a deterrent force, to be able to be present when we are influencing events – and that happens from here; to be able to provide sea control and power projection – and all you have to do is look at the tarmac and the runways at the airfields and look at the piers where our ships and moored and you can see that ability to control the sea and project power; and its also the opportunity to work with friends and partners around the world to enhance maritime security, much like we’re doing with our friends from Chile who are here today;  and also the iconic image of United States Navy humanitarian assistance and disaster response – MERCY, that great white ship that’s moored in the harbor, represents not just to us but to every person in the world who thought that they never that type of medical capability come into their lives, when they see MERCY it makes all the difference in the world. 
The Navy is busy in Iraq and Afghanistan to be sure.  We have about 14,500 Sailors on the ground in Iraq and Afghanistan, something that we don’t normally do as a Navy, but our Sailors on the ground are doing incredible work.  We have about another 10,000 who are off shore in our ships.  In fact our aircraft carrier provides about 30% of the combat air support for the troops on the ground in Afghanistan.  We in the navy also believe that our interests extend far beyond Iraq and Afghanistan, and we are delivering maritime security across the globe.  Recently 14 nations, 32 ships, 5 submarines and more than 170 aircraft took part in the Rim of the Pacific exercise that was led by Vice Admiral Rick Hunt.  USS GEORGE WASHINGTON and its carrier airwing, 6 destroyers, a fast attack submarine and maritime patrol aircraft conducted exercise ‘Invincible Spirit’ that demonstrated our resolve with the people of South Korea in the aftermath of the torpedo that sank one of their ships.  We conducted maritime civil affairs and security training in six countries across Africa, Asia, and Latin America.

The Peleliu Amphibious Ready Group and the15th Marine Expeditionary Unit from here are bringing food relief to Pakistan, from the sea, and today we just sailed another amphibious group to support that relief effort.

The power projection and forward presence that I talked about are being provided by USS HARRY S. TRUMAN as we speak.  And last month, the month of July, they provided 1700 sorties and almost 700 hours of combat support to the coalition forces on the ground in Afghanistan.  

We continue to prove ourselves to be an adaptable, flexible, and a fast responder, and globally we are seeing more demand for naval forces than ever before.  In watching developments, I remain convinced of our maritime strategy’s continued relevance.  Successive budgets from fiscal years 2010 through the Navy’s program that we just submitted for fiscal year 2012 are consistent with that commitment and that continued relevance of our maritime strategy – as was the Quadrennial Defense Review that was issued by the Department of Defense, as was the recent Quadrennial Defense Review independent panel report, that came out from Congress, all released in the last month.  

The capabilities highlighted are within keeping with the kinds of balanced investments that we’re making to ensure future force capabilities address the range of missions that we presently conduct but also address the environment that we know we’re going to be in in the future.  We’re bringing much of that force here to San Diego and to southern California.  Last month I had the privilege of rolling out, as we call it, the first E-2D airborne early warning aircraft for the United States Navy.  We delivered it to the fleet last month and it will serve three decades, and it will be based here in southern California.

The LPD-17 class amphibious ship that you see on the horizon here in the harbor, probably one of the largest ships down there, you have two of them and there are more under construction and they too will be added.  San Diego is the port that we have focused on to introduce the new littoral combat ship to the Navy. Freedom is here already and more are going to be built in the future.  Many more are going to be built.  And more newly commissioned guided missile destroyers that give us the ability to conduct ballistic missile defense around the world will also find a home in San Diego.  

But beyond basing new ships and aircraft we rely on the infrastructure here in San Diego for development and testing of new systems for our Navy and for access to crucial air and sea, particularly antisubmarine warfare, training ranges and for the very construction of the logistics support ships which we rely upon to sustain global operations at sea. I’m referring to the terrific ships that are built in NASCO, right here in San Diego.  Second only to the shipbuilding industrial base that gives form to the Navy’s force structure plan, we view our ranges, labs, test facilities, as national strategic assets. San Diego’s significance as the site of the West Coast’s only remaining shipbuilding yard can not be overstated, and I welcome reports that come out, like the ones I mentioned, the Quadrennial Defense Review and the independent panel and the larger discussion over the size and the composition of our armed forces’ structure, especially the Navy.  Because it’s important that Americans realize that we in the Navy are in a different position than we have been past fiscal downturns that the nation has experienced.

The size and age of the fleet is different.  The fleet today, 289 ships, is the smallest it has been since 1916.  And I would submit that our global responsibilities and interests are far greater than they were in 1916.  The industrial base is different.  The shipbuilding corporations that existed in the last economic downturn – there were six of them and now there are two.  The nuclear fleet that we in the Navy operate and build – in the past downturn there were eight corporations that supported that nuclear capability that we have, now there are two.  

Manpower – in past downturns you could have people leave the Navy. We’ve already done that. Starting in 2003 until now we have taken 50,000 people out with the Navy, and by the way we are paying 13% more for that smaller force than we were for the bigger one.  And because I’m among business men you know the pressures that you face with rising personnel costs, and at the end of the day we all know if we do one thing is that we have to make payroll for our great people that serve.  We also know that we have some overhead that is not commensurate with the fleet we have today and we have to take a look at how we best deal with those issues, and the operating and maintenance costs continue to climb.  

Yet in the security environment and the post drawdown in the Middle East it will also be different be a different environment, and I believe that this is where the Navy and what the Navy is able to do from San Diego becomes important. Because in the future concerns of sovereignty and sensitivity about sovereignty by countries will increase and may outright preclude the involvement of extensive land-based operations for our armed forces.
Global economic trends are challenging allies, partners and others, and while our Navy is different and much smaller than in the past, we face an emerging global order which requires more naval power if we hope to shape that order favorably.

This is certainly no time for “sea blindness” on the part of the American people.  Nor is it time for indiscipline with regard to development of the future force.  
With the juxtaposition of limited defense budgets against a growing demand for naval power in mind, the Navy recast its approach to procurement, and focused efforts on developing affordable capabilities and capacity.  We started down a new path programmatically in the Navy. We cancelled some major programs in the past year that were very important to us because they were not going to deliver the capabilities of the future that we seek.  We also cancelled some ships that we needed desperately, but when the price came in they were out of the park and I cancelled them.  Those are the types of things that we as leaders must do.  

We also changed our processes to improve the decisions we make. We merged our intelligence organization and our command and control organization to address the changing world of information and cyber space.  We’re re-imagining naval power for dominance in the information age with cyber power and an Information Dominance Corps. When we took all of the people involved in information, it’s a corps of 44,000 people.  Our program submission for 2012 seeks to reduce overhead to free up funds for operations and maintenance, as well as for new construction. For when it comes to capacity, quantity matters.  It becomes a capability, and we are resolved to maintain the fleet we have to the end of the service life, to build affordable ships and aircraft by focusing our program management on total ownership costs and common components.  Our goal as we budget for the future is to chart a path to a force that can be sustained.  Our goal for future budgets also positioned us well for the Secretary of Defense efforts to find efficiencies that began earlier this summer.  That process continues and for the foreseeable future, as I believe it should in such a fiscal environment, should proceed in earnest.  It will allow the Navy to further reduce overhead and re-invest savings in warfighting force structure – the very type of force structure I was talking about that is resident in San Diego.

During this process, the Navy will no doubt enter into some politically challenging discussions.
And the navy will probably make decisions that may make industry uncomfortable.  But the logic of the departmental requirement and Navy’s approach in meeting it – given a defense budget environment that is likely to be characterized by minimal growth – its tough to argue with the fact that we have to make those types of decisions. It is what the Navy must do to fulfill the Navy’s global demand for naval forces.

I am proud of what the Navy does every day on every ocean.  And as Bill said, our Navy is truly a global force for good.  Its unique advantages: our flexibility, the ability to come from the sea, to respond rapidly, are relevant today and will only become more so in the uncertain world of tomorrow.  

We are working hard to building the future fleet so that our Sailors have what they need to defend our nation’s interests.

With San Diego’s support, we are going to continue to meet that global demand with forces built, supported and operated from this great city… thank you very much and I look forward to your questions.
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