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CSS -
Introduction

Both parties have nominated their candidates for the presidential elections in November 200¢
What can now be said with certainty is that regardless of which candidate is elected, he will f
a crisis in US national security planning, programming, and budeting. This crisis has
accelerated sharply over the last eight years and requires a broad restructuring of the US
national security effort, defense spending, military manpower, procurement, and readiness
which will be a major burden for the next Presiden.

Although this crisis is not the fault of any one administration, and has often been shaped by t
mistakes of the US Congress and key military commanders, it will put the campaign rhetoric «
both candidates to the test of reality, come January 20009.

The real cost of national security spending is likely to be 280% higher than is estimated in
current baseline budget requests. There is no clear or coherent plan, program, or budget tha
reflects the fact the nation is at war and no credible mix of fare plans, modernization plans,
and procurement plans for the future.

Whet her or not It I s fair to call t his ©cr
rhetoric. What is clear is that there are a wide range of critical areas where cost escatati
poses a critical problem, where no hard choices have been made, where key programs are n
fully defined or cannot be implemented, and where tradeffs will have to be made between
major increases in the defense budget and current force plans. The combd cost of warr,
steadily rising military manpower costs, the underfunding of operations and maintenance, an:
a procurement crisis in every service will force the next Administration to reshape almost eve
aspect of current defense plans, programs, and lbigets.



A Bring the overall pattern of operations and support into a welmanaged and affordable
path.

Dealing with a crisis in defense manpower.

Managing the problem of escalating military medical costs.

Properly funding O&M and reset costs.

Dealing with a major crisis in defense procurement and the failure to manage military
modernization.

> > > >

The briefing shows that the Department of
the Presidentodos FY2009 baseline budgleefensan
Program, does not include the cost of the wars the US is currently fighting, and there is no
clear plan for even a credible supplement for FY2009. It also shows that CBO projection
indicates that the real cost of the national security budget couldell be some 20% higher from
FY 2010 onwards than the Department of Defense currelytprograms and budgets. (pp. 14
21)

A significant part of FY2008 supplemental funding for the wars is still in congressional limbo,
as of June 2008. Furtherdelay willdp | et e t he Ar mydés pelulgand ne
seriously disrupt war-related procurement programs, according to lhe Secretary of Defense.
(pp. 22-28)
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An Acceptable Burden on Federal Spending and the GDP bg Hior i c a | St and-¢
49)

The Agood newso is that this does not mea
will place an unacceptable burden national security on the natiahs ec onomy an
spending. The current burden remains lower than during all of the Cold War, and even if a
Awor st caseo assumption Iis made about fut
to remain under 5%.

There will, however, be sharply growing pressure on the federal budget from rising mandator
spending and entitlements costs, and national security spendiindike all discretionary
spendingi will come under growing pressure if this nation continues to let its medical
expendtures increase as both a portion of the federal budget and GDP.

An Uncostal, Unplanned Set of Wars (pp. 523)

It is important to note that the problems the next Administration will face in planning,
programming, and budgeting will not be driven primarily by the cost of the Iraq Watr,
although that has been almost the sole focus of Congressional and media attention, and the
debates between the Presidential candidates.
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At the same time, the planning, programming, and budgeting, for the combination of the
Afghan War, Irag War, and Global War on terrorism have been badly mismanage since
FY2002, and there is no credible plan for the future. The Department of Defense doed nuake
a public estimate and its current budget requests are hollow place holders for costs that will
require a major supplemental in FY2009, and much higher spending in the outyears than is
provided in the FYDP.

Much will depend, however, on how soon th&evel of US effort can be reduced, how much hos
countries can and do take over the burden of combat and financing their own military
operations and development, and on whether the next President decides to sustain a major |
combat involvement in the Iraq War. While real-world defense costs are almost certain to be
much higher throughout the life of the next Administration than the Department currently
budgets, CBO estimates indicate that it may be possible to make major reductions in the cos
the Iraqg War.

The problem is, however, that the Afghan War has long been underfunded, and continues to
escalate. The rising cost of the Afghan conflict might offset any savings from added spending
the government of Iraq, US force cuts, and a shift in the US ission in Iraq to strategic
overwatch.
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The QDR and Strategy dl mpl os i odrPatfor NoderRzataih
(pp. 7489)

The broader problems in planning, programming, and budgeting have been shaped by many
factors, but one is the decoupling of efforts to define US stratg@and goals from the creation o
specific force, modernization, and readiness plans to implement them. The most recent QDF
and a failure to take hard planning and programming decisions to support it, is sometimes a
useful conceptual document but even mangf the concepts have no clear definition. These
problems are even more severe in the var:i
and joint staff. Furthermore, this decoupling of strategy from any attempt to define workable
plans is made worsdy a failure to cost the future, and create credible longerm spending
plans.

These failures now can only be corrected by the next Administration. Tying strategy, plans,
programs, and budgets togetlhaesedd | & x disaanes
that must go far beyond the Department of Defense. As many studies have shown, the US n
a new partnership between the Department of Defense, Department of State, and other civili
departments and agencies. Such a partnership can ultimatelynly be effective if the new form
of Ajointnesso involved is supported by a
plan, program, and budget for all aspects of national security.
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Rising Operating Costs: Réity versus the Baseline (pp. 996)

It is a not possible to separate sharp and continuing rises in operations and support costs fro
the impact of war, and major delays and cutbacks resulting from a failed procurement and
modernization program in each of the four services. CBO estimates do, however, warn that
there I s aceetraobnmeficostrisis that wil!l h
Administration.

The Defense Manpwer Affordability Issue (pp. 94.08

Rising military manpower costs are a critical part of the problem in rising operating costs, but
the problems go far deeper. Many of what are supposed to be wartime costs are almost cert:
to become de facto military entitliement costs that will continue indefitely into the future.

The US has also made cutbacks in force size and military manpower, as well as career civili:
that current efforts to increase Army and Marine Corp endstrength only begin to address. Th
strains of overdeployment on a relative}y small total volunteer force already threaten the
ability to recruit and retain the proper mix of force quality and quantity.

It i s also clear that, at a mini mum, the
its active and reserve forcesand that it should comprehensively reexamine the reatorld
trade-offs between military personnel, career civilians, and a growing dependence on contrau
personnel.
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Rising Military and Veterans Medical Costs (pp. 1493

Rising military and veterans medical costs lead much of the rise in manpower costs even un
assumptions that may understate the true cost of dealing with the lingering effect of wartime
injuries. This is an area the next Administration will need to address almost immediately afte
taking office.

The Operations, Maintenrac e, and NResell® Crisis (pp. 1

The Department 6s current baseline budget
make no allowance for ongoing wars and are little more than absurd. There also is no clear
pl an, program, and budget for dealing wit

wartime losses and wear, deciding what to transfer or leave behind, and how take trade-
offs between existing equipment, modifications and improvements, and new systems.

The Modernizationand Procurement Crisis (pp. 11944

The briefing can only provide a brief overview of the full scale of the crisis the nation faces in
military procurement. These problems are so permeating in every service, and affect so mal
critical programs, that it is brutally apparent that the Department has no real world spending
pl ans, and is indulging in a il sfarm® pregmms,
their probable effectiveness, the numbers it can actually procure, and the force tradwsfs
between modernization and force cuts.



Even if one ignores key issues in effectiveness and availability, work by the GAO shows 1
the cost of the defense major acquisition portfolio rose from $790 billion in FY2000 to $1.
trillion in FY2007, and outstanding commitments rose from $390 to $858illion. The
average cost escalation in RDT&E costs over the first cost estimate rose to 40% over the
eight-year period, and total acquisition costs rose 26%. The share of programs with more
than 25% cost escalation rose from 37% to 44% and the averageldg in delivering initial
capability rose from 16 months to 21 months.

Work by both the GAO and CBO indicate these problems are likely to escalate steadily ir
the nearterm unless the next Administration acts quickly to control them, and reshaping
an affordable and effective procurement program may well take at least the full term of th
next President. This may well involve major program cancellations, and further hardship
for defense industry. It certainly means a need to establish far more realistic stdards for
estimating program costs, schedules and deployment times, and effectiveness; far tighte!
standards of program management; and far tighter control over the kind of changes in
specifications and design that do so much to raise cost and increasegmram delays.



The Challenges the Next Administration
Will Have to Face

Estimating and paying for the real cost of the national security program

Determining whether the burden on federal spending and the GDP is
acceptable.

Balancing the interaction between national security spending and the
overall fiscal squeeze driven by rising mandatory spending and entitlemer
costs.

Creating and funding a proper approach to the lrag War, Afghan Warr,
and GWOT

Creating a meaningful approach to a national strategy that is directly
coupled to a a well defined plan, program, and longerm budget.

Bring the overall pattern of operations and support into a well managed
and affordable path.

Dealing with a crisis in defense manpower.
Managing the problem of escalating military medical costs.
Properly funding O&M and reset costs.

Dealing with a major crisis in defense procurement and the failure to
manage military modernization.

> >

>
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Estimating the Real Cost of the
Defense Program



=

Baseline Budget Requests versus Real Defense Nee«

A The current future year defense budget does not fund the Afghan War,
Irag War, and GWOT in the outyears and continues to rely on
unestimated supplementals.

A All other aspects of future year costs are based on unrealistic cost and
program estimates designed to minimize apparent cost.

A The program does not fund the expansion or realvorld cost of
military and civilian manpower, and separates veterans costs from
defense costs.

A Military medical costs present a key problem- but then so do civilian
medical costs.

A Future procurement costs are badly underestimated and every service
faces a crisis in affordability and cost constraint.

A No service has a credible program for shaping and maintaining its
present forces and or/force goals.

A There is no clear way to model true futuretyear costs, given the lack of
credible analysis by the Department of Defense, but the Congressional
Budget Office has developed illustrative estimates.

12



Some nNPunchl i1 ne

Federal debt to rise from $8.5 trillion in FY2007 to $11.3 trillion in FY2011.
$347 billion deficit in FY2007, and projected at $2.25 trillion FY07 to FY11.

DOD projects decline in real spending; CBO projects 5.8% annual rise in entitlement
with rise from around 8% of GDP in 2006 to 11% in 2016.

Aging squeeze really hits hard after 2020.

Projected Changes in baseline DOD Budget request in Billions of Constant FY2008
Dollars:

>» >» >

>

FY2001 FY2007 FY2008 EY 2009 FY2013

Total BA 394.7 634.8 581.7 5183 5014
A Military Manpower  101.3 140.0 124.0 128.9 140.0
A Procurement 74.4 139.1 128.7 104.2 115.6

Total BO 369.4 558.1 558.3 551.1 497.3
A Military Manpower  97.9 136.9 1219 128.6 130.7
A Procurement 64.6 103.6 117.7 1129 109.9

Source: Undersecretary of Defense (Comptroller)National Defense
Budget Estimate for the FY 2009 Budget (Greenbobdkarch 2008,

pp. 113115; 13:133

13
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The Baseline Without Realism: Proposed DoD
FYDP:20032013

(In Constant FY2008 Billions)
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Requested Trend 1992011: (051)
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Source: Undersecretary of Defense (Comptroller)National Defense
Budget Estimate for the FY 2009 Budget (Greenbodkarch 2008,
pp. 113115; 13%133.
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Growing Impact of Wartime Supplementals (in $US billions)

Wh e n
800
Of the FY2008
request over 200
$189.3 hillion,
only $86.8 billion 600

have been enacted T
500 =
by March 2008. — i I |
.
400 —
Source: Adapted by Anthony C. 300 - . |
Cordesman from data provided ] ]
by Office of the Undersecretary of
Defense (Comptroll ef] ANat ijonfall
Defense Budget Estimates for 00 1 —
20080, Washington, PpPlepatrtlmgnit
of Defense, March 2007.
100 + —
0
1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009
O Supplemental Bills| 19.1 8.6 198 | 173 | 726 | 65.3 | 759 | 658 | 934 | 189.3| 70
M Bridge Funding 25 50 70
O DoD Budget 273.2| 295.5| 315.7 | 344.8| 382.7| 400.5| 420 | 441.5| 4428 | 481.4| 5154

y
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The Wartime Funding of the FY2008 and

FY2009 Budget Requests Is a Hopeless Mess

>

The total cost for FY2008 is in limbo, awaiting the final outcome of decisions on the
supplemental;

It is impossible to track real world FY2008 program costs because of the gap over
supplemental funding, and-- in any case-- the cost of Irag cannot be distinguished from
Afghanistan or GWOT, and there is no meaningful cost break out;

FY2009 budget request is essentially a phony number, since the $70 billion quoted foOr the
supplemental request is far too low to be real. Gates has said in testimony that the real
number could be $170 billionplus:

>

>

AA straight | ine proj
approach at about $170

2008).

There is no clear way to cost all civilian agency expenditures and add them to the Department
of Defense request;

The problem will be much worse if the Congress or Administration delay in deciding on the
FY2009 request while leaving the full FY2008 budget levels open. The end result will be that
there will be no clear plan, program, or budget for the Iraq War for two years; and,

The problem is made worse by a growing number of Congressional and Administration
restrictions on how the country team can spend the money. For example, deciding that State
Department aid funds cannot be spent on the Sons of Irag.

ec on, €& of o uyearcastrinraetrictly adgthmetie n d

ti
b beffote the $enate A(mBdeServices Gomryitte€san 6 EBebruary

>

>

>
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o President 6s Partly
Request for FY2008 and Non
Request FY2009

$700 - $668.8B .
™ ; Department Priorities
~189.3 .

500 - 86.8 ower_ * Prevail in the War on Terror

Er:a-:méf GWOT
i Appropriation

$400 e * Increase Ground Capabilities

$300 470.5 * Improve Force Readiness

£200 E:Jﬁcted_:ﬂﬁse- . DEVEIDP Future Combat
Appropriation -

100 - Capabilities

. * Improve Quality of Life
FYD3 | FY09

B Fv08 Remaining GWOT Request [ll] FY09 GWOT Bridge Funding Request
[ ] Appropriations B Fro9 Base Budget Request

Base budget increases by $35.9B (7.5%) from FY 2008 to FY 2009

Source: FY 2008 DoD Budgst Request; FY 20038 DoD Appropriations and GWOT Reguest
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The Gaps Between the Projected Baseline Budgets and Real
World Probable Costs: The CBO Explanation

This chart shows total obligational authority (TOA) for the Department of Defense for the 198Q025 period. TOA for
defense grew rapidly between the early and mid980s, reaching a peak of $473 billion in 1985 (all funds are in 2008
dollars). TOA then generally declined during the late 1980s and into the 1990s, reaching a low point of about $319
billion in 1997. DoD0s TOA began to rise thereafter, r
recent years as U.S. forces have become engaged in ope
billion, including $170 billion to fund those operations.

The President requested $482 billion for DoD in 2008. Th
emergency and supplemental funding, of which $87 billion has been provided by the Congress. The 2008 FYDP
included none of that anticipated emergency and supplemental funding.

The 2008 FYFPi on which CBO based the projections shown in this briefing anticipated that defense resources
(excluding supplemental appropriations) would rise from $482 billion for 2008 to $497 billion for 2013.

If the program in the 2008 FYDP was carried out as currently envisioned, the demand for defense resources excluding
funding for contingencies, would average $521 billion a year between 2014 and 2025, CBO projéabs about 8
percent more than the 2008 request excluding emergency supplemental funding.

CBO also made projection of potential unbudgeted costs (shown by the dashed red lines in the figure). CBO projects
that resource demands including unbudgeted costs will average about $146 billion a year through 2013 and about $100
billion annually between 2014 and 2025. Those values are about 29 percent and 19 percent higher, respectively, than
the amounts excluding those unbudgeted costs. Assumptions underlying the projections for unbudgeted costs include
the following:

Costs for weapons programs grow as they have since the Vietham War; and

The United State i
Contingency nbu

deployments.

s continues to conduct military
dgtdCostsC)inth figure), a

Source: CBO.The LongTerm Implications of Current Defense Plans: Detailed Update
for Fiscal Year 2008 March 2009, p. 2.
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The Between the DoD Projected Budget and Real World
Probable Costs: The CBO Estimate

Past and Projected Funding for Defense

(Billions of 2008 Dollars of Total Obligational Authority)
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Actual FYDP CBO Projection
With Total
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r )
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""--..\______- . - - lI.' e Emom L on o l o= - =
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for Fiscal Year 2008 March 2009, p. 2.

Source: CBO.The LongTerm Implications of Current Defense Plans: Detailed Update



Probable Real World Program Needs

Funding the Afghan War, Iraq War, and GWOT in the outyears
would require supplementals ranging from 515%.

The real world cost of the expansion of military and civilian
manpower, and sustaining the alivolunteer force structure will be at
least 58% higher than DoD estimates.

Future procurement costs are badly underestimated, as are the cost of
reset aliln(tj modernization due to program delays, cutbacks and possible
cancellations.

Program delays, cutbacks, and cancellations may limit cost growth to
10% over the DoD procurement and RDT&E estimate, but no
prediction is really possible.

O&M will probably be 5 -8% higher that DoD estimates if war
continues to create a major burden on O&M.

These factors will create turmoil and instability in the National
Security planning, programming, and budgeting process through the
life of the coming administration.

21



The Supplemental Crisis
As of June 2008
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SIS
$103 Billion for DoD in FY 2008 Still Blocked
by a Political Tug of War, as of June 2008

A Congress passed a war supplemental bill allocating $161.8 billion to cover the costs of operations in Iraq
and Afghanistan on 27 June 2008. The legislation has been the subject of a political tug of war for the past
six months, threatening the continuity of ongoing operations and the liquidity of military personnel
accounts.

A The bill covers supplemental requests of $102.5 billion dollars for FY 2008 pending since December 2007,
when only a portion of $86 billion was enacted through congressional action. The recent bill also covers a
presidential request of $70 billion for the first quarter of FY 2009.

A-The Dbill further i1 ncludes Veteranods education be
strengthen levees in New Orleans, and $2.7 billion for flood and tornado relief in the Midwest.

A The matter of debate causing the delay was largely partisan. Democrats included language of withdrawal of

all combat forces from Irag within 18 months. Another matter of dispute was the inclusionwanron

related items in the supplemental bill such as domestic spending for energy assistanéedorteny

households, a 1®&eek extension of unemployment insurance, benefits for veterans education, and other

gg?lr_nestic projects, bloating the bill to exceed the presidential veto threshold of $180 billion by over $20
illion.

A Secretary Gates testified in a Senate hearing that further delay in supplemental funding would cause:
Army military personnel accounts to run dry after 15 June 2008, and
Army Operations & Maintenance accounts to run dry after 5 July 2008.

A DoD already requested a permission for the transfer of $9.7 billion from the Navy and Air Force budgets to
be transferred to the Army and Army National Guard. According to Secretary Gates, these transfers would
bridge the Armyodés personnel and O&M needs throug

A-The Senateds emergency funding bill includes $42

depend heavily on the supplemental funding, such as the Stryker tracked combat vehicle;lof

aircraft, which receive $1.9 billion and $3.6 billion in the pending supplemental bill, respectively. The $3.6

billion for the G17 are essential to keep that production line open.

Sources: Various articlesDefense News 26 May 2008. fAHouse Leaders Reach Dea
on War FReuttisnd,80 June 2008. Secretary Gatesd statements ¢

the Senate Appropriations Subcommittee for Defense hearing of 20 May 2008. 23



FY 2008 Pending GWOT Request

As of June 2008

($US 2009 in Millions)

100,000

90,000

80,000
70,000

60,000

50,000

40,000

30,000

20,000

10,000
0

]

Operation &

. Procurement RDT&E
Maintenance

Military Personnel

Construction and
Housing

O Pending 16,767 34,934 44,438 2,946

5,373

B Enacted 1,072 57,599 27,159 0

0

Source: Office of the Undersecretary of Defense (Comptrollerf;Y 2008
GWOT Pending RequesFebruary 2008, available at
http://www.defenselink.mil/comptroller/defbudget/fy2009/GWOT.html.
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The Unfunded Army Personnel Account in
the FY 2008 GWOT Request, as of June 2008

($US 2009 in Millions)

8000

7000

6000

5000

4000

3000

2000

1000

0 [ 1 — —
Pay and Allowances | Pay and Allowances Subsistence of  [Permanent Change of Other
of Officers of Enlisted Enlisted Personnel Station Travel

O Pending 2,297 6,948 1,667 265 358
B Enacted 18 71 507 0 187

Source: Office of the Undersecretary of Defense (Comptrollerf;Y 2008
GWOT Pending RequesFebruary 2008, available at

http://www.defenselink.mil/comptroller/defbudget/fy2009/GWOT.html.
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The Joint Improvised Explosive Device Defeat (JIEDD) and Mine
Resistant Ambush Protected Vehicle (MRAP) Funds Are Only Two
Programs with No Pending Funding Issues in FY2008 GWOT Request,

as of June 2008

($US 2009 in Millions)

25000

20000

15000

10000

5000
Aircraft | Missile |Procure | Procure| Other Aircraft |Weapon | Procure | Other [Procure [Aircraft [ Missile [Procure| Other |[Procure| Rapid MRAP
Procure [Procure | ment of | ment of [Procure | JIEDD (Procure S ment of [Procure [ ment, [Procurm|Procure | ment of |Procure | ment, |Acquisiti Fund
ment, | ment, |W&TCV, |Ammunit| ment, ment, [Procure |Ammunit| ment, MC |eent, Air| ment, [Ammunit| ment, [Defense{on Fund

O Pending | 1,182 642 5,860 340 | 21,103 0 3,860 318 305 1,515 | 2,444 | 3,895 2 104 2,430 267 150 0

M Enacted | 944 0 1,429 154 2,028 | 4,269 49 0 305 91 703 51 0 0 31 275 0 16,830

Source: Office of the Undersecretary of Defense (Comptrollerf;Y 2008
GWOT Pending RequesFebruary 2008, available at
http://www.defenselink.mil/comptroller/defbudget/fy2009/GWOT.html.
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Over $21 Billion Still Unfunded for Procurement of
War-Related Equipment, as of June 2008

(3US 2009 in Millions)

12,000
10,000
8,000
6,000
4,000
2,000
1 I
0 - T |
Tactical and ommunica |9ns Other Support
Support Vehicles ) SIS Eliee Equipment
PP Equipment quip
O Pending 9,683 8,999 2,421
B Enacted 1,396 178 454

Roughly 80% of the pending Tactical and
Support Vehicles account is shared
between four items:

$1.6 billion for 8,469 HMMWVs

$2.7 billion for 14,103 Medium Tactical
Vehicles (FMTV)

$2.4 billion for 4,506 Heavy Tactical
Vehicles (FHTV)

$1.1 billion for the modification of in
service equipment
The Communications and Electronics
Equipment account includes critical
combat communications gear such as:

$2.2 billion for 170,756 SINCGARS
family tactical radios

$0.5 billion for improved higHrequency
radios

$2.7 billion for bridge to future networks,
all of which is still pending.

Source: Office of the Undersecretary of Defense (Comptrollerf;Y 2008
GWOT Pending RequesFebruary 2008, available at
http://www.defenselink.mil/comptroller/defbudget/fy2009/GWOT.html.
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FY2008 GWOT Spending Priorities, WellFunded
and Unfunded Accounts (Selected)

($US 2009 in Millions)
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50000
40000
30000
20000
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ol == = H = = = B ]
Military | Military | Military 0&M. O&M, Afghanist Iraq. Iraq JEDD MRAP Procurem | Air Craft
Personnel [Personnel [Personnel Arm Marine an Security | Freedom Fund Fund ent, Procurem
, Army | , Marine , Air y Corps Security | Forces Fund Marine ent, Air
OPending | 11,535 1,734 1,278 18,720 306 1,350 1,500 104 0 0 2,444 3,895
B Enacted 783 56 138 35,152 3,966 1,350 1,500 3,747 4,269 16,830 703 51

Source: Office of the Undersecretary of Defense (Comptrollerf;Y 2008
GWOT Pending RequesFebruary 2008, available at
http://www.defenselink.mil/comptroller/defbudget/fy2009/GWOT.html.
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These Problems Will Not,
However, Create a Critical
Burden on Federal Spending or
the Economy



NGuessti matingo the Bur
Place on National Economy and Federal Spending

A The baseline DoD and Federal Budget requests ignore wartime
costs, real world program and procurement cost escalation, and
separate out veteranods cost s.

A Future war costs are uncertain, but unlikely to escalate sharply
over FY2007 peaks.

A Program delays, cutbacks, and cancellations will limit the year
by-year impact of the failure of every service and agency to
mange costs and programs effectively.

A Adequate funding for ncivilia
Department other civilian departments is not funded, but would
have a limited impact on total federal spending and the GDP.

A Homeland defense (DHS) costs are not included in the national
security budget.
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he US Has Long Dealt with Much Higher
National Security Burdens: Defense Spending
as a % of GDP Since WWII

National Defense Spendig as a Percent of GDP: 1940009
(O50 Total defense spending IooD and all agencies as 26 of G

40

35

30

No strain on US economy by
historical standards, even if

25 HH raise defense spending —
by 1-2%of GNP

20 HHI— —
. i | \\

5 - HHHH
Source: Undersecretary of 4’[

Defense (Comptroller).National
DefenseBUdgetEStlmatefortheO TT TT TT T T TT T T T TT T T TT TTT T T T TTTTTTTT T TTTTT
FY 2009 Budget (Greenbook S S <
March 2008, pp. 216127. DT ST 55
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Baseline Comparison of Defense to Other Federal

Outlays
(Trend by Category in FY 2000 $US Billions)

2,000
N ﬁ\u/x
e
1,500 ///
1,000 =
500 N _ e —— ® o °
W A h v A L g L 2
._—_.—.”h‘.—.—_._—l L L L L]
O [ ) SN E— ) I ) Y ) ) ) ) o
-500
1990 | 1995 | 2000 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013
—e— National Defense 383 | 306 | 295 | 407 | 412 | 426 | 464 | 505 | 433 | 403 | 397 | 395
—8— VeteransSpacelnternational 69 73 77 106 98 98 113 | 118 116 120 115 | 118
Net Interest 227 | 252 | 223 | 163 | 195 | 198 | 200 | 209 | 221 | 227 | 227 | 225
—x— Social& Economic 965 | 1,084 | 1,238| 1,541 | 1,597 | 1,602 | 1,654 | 1,678 | 1,687 | 1,717 | 1,716 | 1,798
—— Agency Total 1644 | 1715 | 1832 | 2218 | 2302 | 2325 | 243F | 2510 | 2457 | 246F | 2455 | 2536
—e— Undistributed Offsetting Receip| 54 53 43 53 53 62- 65 59 65 62- 65 67-
—— Grand Totai 1590 | 1662 | 1790 | 2165 | 224F | 2263 | 2366° | 2452 | 2392 | 2404 | 2390 | 246

Source: Office of the Undersecretary of Defense (ComptrollerNational

Defense Budget Estimate for the FY 2009 Budget (Greenboblgrch

2008, p. 207.
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The Baseline Estimate Does Understate Defense

Shares of Federal Budget, Public Spending, and GDP

(Percentages of Indicated Totals Measured in Budget Outlays)

NN
. /"\, W
. W

c —

1980|1985|1990{1995{2000{2001|2002|2003|2004 {2005({2006|2007|{2008|2009

—e— of Federal Budge¥ | DoD| 22.5|25.9(23.1|17.2| 15.7| 15.6|16.5| 17.9| 19 | 19.2|18.8|19.4|19.9| 21
—s— of Federal Budge¥ |Nationl 22.7|26.7( 23.9| 17.9| 16.5| 16.4|17.3{ 18.7{ 19.9| 20 |19.7|20.2| 20.7| 21.7
—a— of Public Spendingo| DoD|15.1{17.1|14.7|10.6( 9.2 91| 99| 11 |11.6|11.7({11.4|11.5|11.8|12.3
—— of Public Spendingo [Nation) 15.2|17.6{ 15.2| 11.1| 9.7 | 9.5 | 10.4|{11.5{12.1| 12.2|11.9| 12 |[12.3|12.8
—— 0f GDP% DoD| 49| 59|51(36|29|129|32[36(38|39|38[39|41|43
—»— of GDP% Natio 49 | 6.1 52| 37| 3 3 | 34|37 4 4 4 4 | 42|45

Source: Office of the Undersecretary of Defense (Comptroller).
National Defense Budget Estimate for the FY 2009 Budget
(Greenbook)March 2008, p. 217.
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CSKThe Defense Baseline May Understate Costs, But
Growth In Federal Spending Will Still Be Driven by

Civil Programs
(Trend in Total Spending in FY 2000 $US Billions)

3,000
2,500
2,000 —_
1,500+— —_
1,0004+— —_—
500 -
0 .
1990 1995 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013
M *Grand Total *1590 | *1662 | *1790 | *2165 | *2249 | *2263 | *2366 | *2452 | *2392 | *2404 | *2390 | *2469
® Undistributed Offsetting Recei -54 -53 -43 -53 -53 -62 -65 -59 -65 -62 -65 -67
B Age ncy Total *1644 | *1715| *1832 | *2218 | *2302 | *2325 | *2431 | *2510| *2457 | *2467 | *2455 | *2536
Social & Economic 965 1,084| 1,238 1,541 | 1,597| 1,602 | 1,654 | 1,678| 1,687 | 1,717 | 1,716]| 1,798
¥ Net Interest 227 252 223 163 195 198 200 209 221 227 227 225
Veterans, Space, International 69 73 77 106 98 98 113 118 116 120 115 118
B National Defe nse 383 306 295 407 412 426 464 505 433 403 397 395

Source: Office of the Undersecretary of Defense (Comptroller).

National Defense Budget Estimate for the FY 2009 Budget
(Greenbook)March 2008, p. 207.
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Drop in Baseline Defense Budget as a Percent of
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B Agency Total

Social & Economic

B Net Interest

Veterans, Space,
Inte rnational

B National Defense

Source: Office of the Undersecretary of Defense (Comptroller).
National Defense Budget Estimate for the FY 2009 Budget
(Greenbook)March 2008, p. 207.
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EBO Estimate Indicates that Probable Cost Escalation Would
Still have Limited Impact on Federal Spending and GDP

CBO: Long Term Implications of Defense Spending, March 2008, p.3.

Past and Projected Spending for National Security
(Billions of 2008 Dollars of Outlays and Outlays as a Percentage of Gross Domestic Product)
1] — 40%
Actual FYDF | CBO Projection
800
With Total Unbudgeted Costs - 33
H\-..\__
OO - it
. - 30%
BOD - .
F\\ﬁ_ 25%
SO0 - Pe r-::entaglle- of GDP
/
! - 20%
400 -
- 15%
300 -
Maticnal Security
- 10%
200
Total Unbudgeted Costs
as a Percentage of GDE,_
e
T
100 4 ;_:;:‘:-_ - 3%
—— = - -
l:l IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII T T T T LI T T LI T LI T ﬂ%
1840 1845 18350 1835 1960 1965 1970 1873 1580 1985 1550 15835 2000 2003 2040 20135 20 2023
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Probable Real World Impact on Federal Spending

and GDP

A No one can really estimate the future interaction of national security
spending and trends in the GDP.

A Near-term trends will be less far less favorable than projected in the
baseline budget, which ignores war costs and cesscalation, but are
unlikely to exceed 5% of GDP.

A The impact of ending the Iraqg War during the next administration
would ease the burden on the GDP and federal spending, but only by
an average of well under $100 billion a year.

A Adjustments in the US force posture in the Gulf and shifts of resources
to the Afghan War would offset probable savings.

A Major shifts in spending from national security to civil spending would
require major long-term reductions in US strategic commitments.

A The real world burden of the increases in federal spending on the GDP
will continue to be driven by the rising cost of civil and not military
programs.
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There Will, However Be Growing
Pressure on Defense and Other
Discretionary Programs from
Mandatory Entitlements
Programs
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Historical Trend in Discretionary vs. Mandatory Spending as
Percent of Federal Budget (IP)

70+

601

50+

40-

30+

20+
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|

1966 1986 2006

O Mandatory 26 42 53
O Discretionary 67 44 38
@ Net Interest 7 14 9

Source: GAO-07-500CG,DOD Transformation: Challenges and Opportunities.
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Discretionary vs. Mandatory Spending as

Percentage of GDP

14
12 — ] ] (]
10 H
8 H L L
6 17 I B ] ] 1 —
4 ]
2 ]
10" WEE WED WS WA AT REE W W A REE D]
2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018
B Mandatory BO 10.6 111 11.2 11 11 10.8 11 11.3 11.6 12.1 12.1 12.2
@ DiscretionaryBO | 7.6 7.9 7.9 7.2 6.6 6.1 5.9 5.8 5.6 5.5 5.4 5.3
H Net Interest 1.7 1.6 15 1.6 1.7 1.7 1.6 1.6 1.6 15 15 14
Source: CBO, An Analysis of the Presidentds Budgetary Proposals

Fiscal Year 2009, March 2008, Table-2, p. 4.

f

(0]

r

40



=
o

GIs
The Baseline Defense Budget Reduces the

Burden on the GDP
(Outlays as a % of GDP)

25

20 -
15 A
10 -

I EEEEEEEEEN

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
B TOTAL 20 20.2 20.4 20.2 20.1 19.4 19.5 19.4 19.4 19.7 19.5 19.3
B |nterest 17 1.6 1.6 17 17 1.7 1.6 15 1.4 14 13 1.2
B Mandatory 10.6 10.9 11.2 111 11.2 10.9 11.2 11.3 115 11.9 12 121
O Other Discretionary 3.6 3.6 3.6 315 3.3 3.2 3.2 3.1 3 3 2.9 2.8
B Defense 4 4 4 3.9 3.8 3.6 3.6 3.5 3.4 3.4 3.3 3.2

Source: CBO,The Budget and Economic Outlook: Fiscal Years 2009 to 2018
January 2008, p. 52
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GBS |ncreases in Mandatory Civil Programs Drive the
Increase in the Near Term Burden of Federal
Spending
($US Billions in FY Outlays)
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40 00

35 00
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25 004

20 00

15 00

500+

O -
2005]| 2006 | 2007| 2008 2009]| 2010 | 2011} 2012]| 2013 | 2014 2015| 2016| 2017 | 2018
= TO TAL *247 4 *2649| *273 1) *2874 *301 95 *3148| *3299 *3354 *3524] *366¢ *3824 *403 1] *4183| *4325
m |[Nnterest 184 217 238 234 241 26 6 283 286 285 285 282 278 271 259
= Mandatory 1320| 1432| 1450| 1550] 1654| 1737| 1846 1884| 2022 2138| 2270| 2451| 2578 2706
m Other Discretior] 474 49 9 49 3 517 531 542 550 560 571 583 596 610 624 637
m Defense 494 500 549 572 590 603 620 626 645 66 0 677 698 710 723

CBO, The Budget and Economic Outlook: Fiscal Years 2009 to 2018,
January 2008, p. 52



ob CBO Estimate of Percentage Rise in the Cost of
Mandatory Programs

Cumulative Nominal Percentage Growth From 2007 Level

120

Social
100 - Security

80 -

60 I~ Medicare and

Medicaid
40

20

0
2008 2010 2012 2014 2016 2018

CBO: The Budget and Econom ic Outlook: FY2008018, January, 2008, p XllI



Enti tl ements nNSquee:

Federal Budget Outlays As a Percent of GD

25
20
y -
10
5
0
1980 1990 2000 2010 2020 2030 2040 2060
0O Other Mandatory 3.7 3.2 2.4 2.4 2 1.7 15 1.3
B Medicare 1.1 1.7 2 2.7 3.1 4.1 4.8 5.3
O Medicaid 0.5 0.7 1.2 15 1.9 2.3 2.7 3.2
B Social Security 4.3 4.3 4.2 4.3 51 5.9 6 6.1
B Defense& Al Discretionaryj 10 8.7 6.3 7 4.7 4.7 4.7 4.7
M Interest 1.9 3.2 2.4 2.4 2 1.7 15 1.3

Source: OMB, FY2009 Budget, Analytical Perspectivgs. 188
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Extended Baseline Federal Budget As a Percent of GL

ement s

n He |

50
45
40
35
30
25
-
15 A
10 A
5 -
0 -
2007 2030 2050 2082
B Medicare 2.7 5.6 8.9 14.8
O Medicaid 1.4 2.5 3.1 3.8
B Social Security 4.3 6.1 6.1 6.4
B Defense& All Discretionaryj 9.9 7.7 7.6 7.6
B Interest 1.7 0.6 2.3 11
B Total 20.0¢ 22.4& 28.1* 43.6¢

Source: CBO,The Long Term Budget Outlookpecember 2007, p.5
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CSl(qIBO Estimate of the Impact of Mandatory Programs on
GDP versus Defense and Other Spending

Percentage of GDP
40

Actual | Projected

35 |

30

25

Medicare and Medicaid
20

15

Social Security

10

5 |- Other Spending

0 I I L I I I I I I
1962 1972 1982 1992 2002 2012 2022 2032 2042 2052 2062 2072 2082

Source: CBO: The Budget and Econom ic Outlook: FY2002018, January, 2008, pp. 189
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The CBO Estimate of the Health Care Threat to the US

Rising health care costsand their consequence$or Medicare and Medicaid constitute the nation's
central fiscal challenge Without changesin federal law, the g o v e r n msEemdingos those two
programs is on a path that cannotbe sustained

Over the past 30 years, total national spendingon health care has more than doubled as a share of
grossdomesticproduct (GDP). According to C B O @atest projections in its Long-Term Outlook for
Health Care Spending,that sharewill double again by 2035 claiming more than 30 percent of GDP.
Thereafter, health care costscontinue to accountfor a steadily growing share of GDP, reaching more
than 40 percent by 2060 and almost 50 percent by 2082 Federal spending on Medicare and
Medicaid, which accountsfor 4 percentof GDP today, is projected to rise to 9 percentby 2035and 19
percentby 2082under current law.

Although the aging of the population is frequently cited asthe major factor contributing to the large
projected increasein federal spending on Medicare and Medicaid, it accountsfor only a modest
fraction of the growth that CBO projects. The main factor is excesscost growth-or the extent to
which the increasein health care spendingexceedghe growth of the economy The gainsfrom higher
spending are not clear, however. Substantial evidence exists that more expensivecare does not
always mean higher-quality care. Consequently, embeddedin the ¢ o u n tfiscgl &lwllenge are
opportunities to reduce costswithout impairing health outcomesoverall.

Source: CBO: http://www.cho.gov/publications/collections/health.cfmaccessed April 12, 2008
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CBO Estimate of the Impact of All Health Care
Costs as Percent of GDP

Percentage of GDP
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CBO: The Long-Term Outlook for Health Care Spending, November 2007, p. 2
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National Security versus Other Discretionary

Spending and Entitlements

A The key pressures on the budget and GDP come after FY2018;
there is time to create affordable federal spending and no _
| mmedi ate Acruncho between di s
spending.

A Cost containment is vital to effective defense planning,
Brogrammmg, and budgeting but neither the baseline nor the
aseline plus wartime costs Is the a major burden on federal
spending and the GDP by historical standards.

A Entitlements and mandatory programs are growing at an
unacceptable rate, and will create an unacceptable burden.

A Health costs and an aging population (Social Security) drive the
problem, but the key issue is health costs.

A The previous graphs show that no practical level of reduction in

defense and other discretionary spending can fund currently
projected entitlements.
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The War Cost Crisis: Falling to
Plan or Budget for Ongoing Wars



ANGuesstimatingo the Fut
War, Irag War, and GWOT

Past costs will be Asunko cos
Issue Is future costs and what can be done about them.

The baseline budget does not include most war costs.
Supplementals are not measures of the cost of the war.

The are no reliable DoD cost estimates, and the CRS. CBO, and
GAO have produced different estimates.

The full nature of deferred costs is unclear.

The Irag War is driven by externals like Iran, Iraqi
accommodation, Iragi force development and willingness to take
over the financial burden.

The Afghan War is drive by externals like Pakistan, the role of
our allies, and progress in Afghan governance and force
development

> > > > >

>

>
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2005 lraq war Y 1420
2002 GWOTﬁJz(.d 330
1999 Cliinton Low WI6.2 1284 Source: Office of the Under
| Secretary of Defense
1995 Cliton L7 > R s
1383 Washington, Department of ,
Gulf War 1990#%’-9 | Defense, April 2005, Table 7-2,
i 138 and National Defense Budget
1987 Peak Reaga# PSS | 7 Estimates for FY2007, March
: 2006, Table 7-2. Budget total is
1267 for entire national defense, not
1980 Carter @ / I just the Department of Defense.
1977 Post Vietnanp@s.a '25T
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1953 Korea D 1416
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The Total Cost of Previous Wars

(In Billions of $US Dollars)

3500
3000
2500
2000
1500
1000
- .:I III
O ] I:- l
Iraq &
Ladelis \adelie Korea | Vietnam |Gulf War| War on
War | War |l .
Terrorism
O Actual Dollars 33 296 67 111 61 384
B Constant 2007 Dollat 642 3,211 691 650 92 439

Source: Adapted by the author from data provided by the Congressional

Research Service as quoted iDefense NewsMay 8, 2006, p. 3



The Burden of Previous Wars

40
35
_ 30
Spending
as a o
Percent of
GNP in 20
Previous
Conflicts 15 —
and o
Crises 10 -
(Total ]
Federal 5
Outlays) o | Nl
0
1940 (1945 1953(1963|1968 (1977 |1980|1986 | Gulf |1995|1999 [2002 |2005
Pre |WWII|1950|Kore | Pre [Peak |Post| Cart [Peak| War | Clint | Clint | GW | Iraq
WWII| | a |Vietn|Vietn|Vietn| er [Reag|1990| on on | OT | War
E Total Defense | 1.7 | 37.8 5 1421 89 [ 94 | 49 | 49 | 6.2 52 | 3.7 3 34 4
O DoD 15 |363| 4.3 |11.7 8 8 48 | 49 6 51136 |29 |32 |39

Source: Office of the Under Secretary of Defense (Comptroller)National Defense Budget Estimates for
FY2007 Washington, Department of Defense, March 2006, Table7, pp. 216217. Budget Total is for entire
national defense, and not just Department of Defense.
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Current Cost Estimates for the Iraqg War:
Pick A Cost, Any Cost

Some of the best work to date has been by Amy Belasco of the
CRS. It attempts to combine the budget authority cost of the
war for both the Department of Defense and Department of
State.

The Irag War totals $608.3 billion for FY2001:FY2008 in the February
2008 estimate.

The Iraqg War has cost 3.7 times the cost of the Afghan War to date.

But, the FY2008 estimates do not include a guesstimate for the ultimate
cost of the supplemental request, whether deferred or current.

The GAO has provided estimates in terms of obligations. The
costs are much lower because they do not include the
authorized future costs in the CRS estimate and they do not
Include FY2008.

The total cost of the war to DoD throughFY2007 is shown as $378.1
billion.
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CRS Estimate of Total Cost of War
To US Through FY2008

Cum.
Enacted Cum.
through FY Pendi | Pendi FY
By Operation FY 01 08 Consol. | ng FY ng 01-FY
and Funding & FY Appropriatio 08 FY09 08
Source 02 FYO3 [ FY04 | FYO5 | FYO06 | FYO7 | FY 08 ns Req. Req. Req.
OPERATION IRAQI FREEDOM (OIF)
Department of 0 50.0 56.4 83.4 98.5( 129.6 72.9 490.3 81.0 49.9| 621.2
Detense
Foreign Aid and 0 3.0 19.5 2.0 3.2 3.2 0.9 31.7 2.5 1.8 36.0
Diplomatic Ops
VA medical 0 0 0 0.2 0.4 0.9 0.7 2.2 0 1.0 3.2
Total Iraq 0 53.0 75.9 85.5( 102.0( 133.6 74.5 524.2 83.5 52.7 660.4
OPERATION ENDURING FREEDOM (OEF)/Afghanistan and GWOT
Department of 20.0 14.0 12.4 17.2 17.9 34.9 13.9 130.2 20.4 16.1| 166.6
Defense
Foreign Aid and 0.8 0.7 2.2 2.8 1.1 1.9 1.1 10.6 0.9 2.1 13.6
Diplomatic Ops
VA medical 0 0 0 0 0 0.1 0.2 0.3 0 0.3 0.6
Total OEF 20.8 14.7 145 20.0 19.0 36.9 15.3 141.1 21.2 18.4| 180.8

CRS report indicates that CBO estimates that cost of next 10 years for both OIF and OEF would be $570 billion more if trodpd
to 30,000 by 2010, or $1,055 billion if fell to 75,000 by 2013

Source: CRS,The Cost of Iraq, Afghanistan, and Other Global War on Terror Operations
Since 9/11 RL33110, 30 May 2008, p. 120.
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CRS Estimate of US Cost of Afghan and Irag Wars

Including DoD, Foreign Aid and VA
(In $US Current Billions in Budget Authority)

Cumulative
140

ost Through

FY 2008
120

Enacted
100

Pending
80

Total Request
60

Afghanistan Iraq

141.1
39.6

180.8

40
20
0
Iraq
2004 5005 Afghanistan
2008

2002 & 2001 2003 2004 2005 2006 2007 2008

O Afghanistan 20.8 147 145 20 19 36.9 153

B lraq 0 53 75.9 85.8 102 133.6 74.5

Source: CRS,The Cost of Iraq, Afghanistan, and Other Global War on Terror Operations

Since 9/11 RL33110, 30 May 2008, p. 120.

524.2
136.2

660.4
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CRS Estimate of US DoD Cost of Afghan and Iragq Wars
(In $US Current Billions in Budget Authority)

Cumulative  Afghanistan Iraq
Cost Through
140 WFY 2008
120 Enacted 130.2 490.3
100 - Pending 36.5 130.9
80 - Total Request 166.6 621.2
60
40
20 -
0
2001 & Iraq
2006 5007
2008
2002 & 2001 2003 2004 2005 2006 2007 2008
O Afghanistan 20 14 12.4 17.2 17 34.9 13.9
W Irag 0 50 56.4 84.3 98.5 129.6 72.9

Source: CRS,The Cost of Iraq, Afghanistan, and Other Global War on Terror Operations

Since 9/11 RL33110, 30 May 2008, p. 120.
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GAO Estimate of Cost
of War To DoD Through FY2007

Source: GAO-08-423R,
GWOT, January 30, 2008, p 5



