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Introduction
The Obama Administration faces a crisis in US national security planning, 

programming, and budgeting that has built up over more than a decade. This crisis 

has accelerated sharply over the last eight years and has now resulted in an 

unaffordable defense posture without functional strategic priorities, and which still 

decouples military activity from the civil side of national security.  

 

This crisis is not the fault of any one administration, and has often been shaped by 

the mistakes of the US Congress and key military commanders. The fact remains, 

however, that the mismanagement of force modernization and procurement in the 

previous administrations, compounded by the current economic crisis, is forcing the 

Obama administration to make significant cuts in DoD programs and to reshape US 

force plans, procurement plans, and strategic commitments and relationships. 

 

So far, the Administration has only hinted at the course it will take.. Secretary Gates 

has advanced some general priorities, but his FY2010 budget submission is little more 

than a mix of short term fixes that add up to a rushed effort to deal with the fact that 

the real cost of national security spending was likely to be 20-30% higher than what 

had been estimated in the previous future Year Defense Plan (FYDP). The FY2009 

supplemental request pledges that it will be the last supplement to cover the cost of 

war fighting, but it once again fails to provide both any meaningful estimate of the 

past, current, and future cost of the Iraq and ñAfPakò wars,  or any clear picture of 

the costs that are and are not included.  
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Whether or not it is fair to call this crisis a ñpoisoned chaliceò depends 

on oneôs choice in rhetoric. What is clear is that there is a wide range of 

critical areas where cost escalation poses a critical problem, where no 

hard choices have been made, where key programs are not fully defined 

or cannot be implemented, and where trade-offs will have to be made 

between major increases in the defense budget and current force plans.  

 

It is all too clear that combined cost of war, steadily rising military 

manpower costs, the underfunding of operations and maintenance, and 

a procurement crisis in every service will force the Obama 

Administration to reshape almost every aspect of current defense plans, 

programs, and budgets.   

 

The same is true of the need to fix a failed, stovepiped, and self-

paralyzing interagency process that shows little capability to create 

implementable plans and strategy and rebalance the mix of military and 

civilian efforts necessary to deal with todayôs national security 

challenges. 
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The Key Challenges the Obama Administration 

Must Now Face

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

Â Determining whether the burden on federal spendingand the GDP is
acceptable.

Â Balancing the interaction betweennational security spendingand the
overall fiscal squeeze driven by rising mandatory spending and
entitlement costs.

Â Creating and funding a proper approach to the Iraq War, Afghan
War, and GWOT; defining capabilities for ñarmednation building.ò

Â Creating a meaningful approach to a national strategy that is directly
coupledto a a well definedplan, program, and long-term budget.

Â Bring the overall pattern of civil and military operations and support
into a well managedand affordable path.

Â Dealingwith a crisis in defensemanpower.

Â Managing the problem of escalatingmilitary medicalcosts.

Â Properly funding O&M and resetcosts.

Â Dealing with a major crisis in defenseprocurement and the failure to
managemilitary modernization.
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Baseline Budget Requests versus Real Defense Needs

Å The FY2010budget requestand current future year defensebudget do
not fund the Afghan War, Iraq War, and GWOT in the outyears and
continueto rely on oneyear supplementals.

Å All other aspectsof future year costsare basedon unrealistic costand
program estimatesdesignedto minimize apparent cost.

Å Doesnot properly fund the expansionor real-world cost of military
and civilian manpower, and separatesveterans costs from defense
costs.

Å Military entitlement and medical costspresent a key problem -- but
then sodo civilian medicalcosts.

Å One year fixes in FY2010solvenothing. Future procurement costsare
still badly underestimated and every service faces a crisis in
affordability and costconstraint.

Å No service has a credible program for shaping and maintaining its
presentforcesand or/force goals.

Å There is no clear way to model true future year costs,given the lack of
credible analysisby the Department of Defense,but the Congressional
BudgetOffice hasdevelopedillustrative estimates.

Å ñSmartpower,òa ñcomprehensiveapproach, and ñbalancedcivil -
military programsòremain conceptualmyths of uncertain credibility .
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Probable Real World Program Costs of the 

ñPoisoned Chaliceò 

Å Funding the Afghan War, Iraq War, and GWOT in the outyears
would require supplementalsranging from 5-15%.

Å The real world cost of the expansion of military and civilian
manpower, and sustaining the all-volunteer force structure will be at
least5-8% higher than DoD estimates.

Å Future procurement costsare badly underestimated,asare the costof
resetand modernization due to program delays,cutbacksand possible
cancellations.

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

Å O&M will probably be 5-8% higher that DoD estimates if war
continuesto createa major burden on O&M .

Å These factors will create turmoil and instability in the National
Security planning, programming, and budgeting processthrough the
life of the comingadministration.



Estimating the Real Cost of the 

Defense Program 

No FY2010 Projections Yet Exist 

but the FY2009 Estimates Are A 

Grim Warning
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Some ñPunchlineò Trends-- Although the 

FY2009 Estimates Have Not Been Updated

Â Public debt to rise from $5.8 trillion in FY2008 to $9.3 trillion in FY2011 and $11
trillion in FY2016.

Â $459billion deficit in FY2008, andprojectedat$4.43 trillion FY10 to FY14.

Â DOD projectsdeclinein real spending; CBO projectsa rise in entitlementsfrom 11.2%
of GDPin 2008to 17.5% in 2009and13.1% in 2019.

Ã Aging squeezereallyhitshardafter2020.

Â ProjectedChangesin baselineDOD Budget requestin Billions of ConstantFY2008
Dollars:

FY2001 FY2007 FY2008 FY 2009 FY2013

Ã Total BA 394.7 634.8 581.7 518.3 501.4

Â Military Manpower 101.3 140.0 124.0 128.9 140.0

Â Procurement 74.4 139.1 128.7 104.2 115.6

Ã Total B0 369.4 558.1 558.3 551.1 497.3

Â Military Manpower 97.9 136.9 121.9 128.6 130.7

Â Procurement 64.6 103.6 117.7 112.9 109.9

Source: Undersecretary of Defense (Comptroller), National Defense 

Budget Estimate for the FY 2009 Budget (Greenbook. March 2008,  

pp. 113-115; 131-133.
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The Baseline Without Realism: Proposed DoD 

FYDP:2003-2013
(In Constant FY2008 Billions)
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Requested Trend 1990-2011: (051)

0

100

200

300

400

500

600

700

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

BA ($Curr)

BA(FY2009)

BO($Curr)

BO(FY2009)

False promise of victory followed 

by major outyear rise for 

transformational major 

procurement spending.

Source: Undersecretary of Defense (Comptroller), National Defense 

Budget Estimate for the FY 2009 Budget (Greenbook. March 2008,  

pp. 113-115; 131-133.
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When You Truly and Sincerely Canôt or Won't Plan:  The 
Growing Impact of Wartime Supplementals

(in $US billions)

Source: Adapted by Anthony C.

Cordesman from data provided by

Office of the Undersecretary of

Defense (Comptroller), ñNational

DefenseBudget Estimates for 2008ò,

Washington, Department of Defense,

March 2007.

$66 billion of 

supplemental funds have 

been enacted by Congress 

for FY2009 as of March 

2009. 

The Obama 

Administration requested 

another $84 billion for the 

remainder of FY2009.
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President Bushôs Partly Funded Budget 

Request for FY2008 and Non-Request 

FY2009
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The Gap Between the  Bush Administration Projected  DoD Budget and 

Real World Probable Costs: The CBO Estimate

Source: CBO. The Long-Term Implications of Current Defense Plans: Detailed Update 

for Fiscal Year 2008. March 2009, p. 2.
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The Gap Between the Bush Administration Projected Baseline 

Budgets and Real World Probable Costs: The CBO Explanation

Â This chart showstotal obligational authority (TOA) for the Department of Defensefor the 1980-2025period.
TOA for defensegrew rapidly betweenthe early and mid-1980s, reaching a peak of $473billion in 1985(all
funds are in 2008dollars). TOA then generally declinedduring the late 1980s and into the 1990s, reaching a
low point of about $319billion in 1997. DoDôsTOA beganto rise thereafter, reaching $364billion by 2001. it
has grown even more rapidly in recent years as U.S. forces have become engaged in operations in
Afghanistan and Iraq . DoDôsTOA reached$622billion, including $170billion to fund thoseoperations.

Â The President requested$482 billion for DoD in 2008. The Presidentôsbudget anticipated $188 billion in
additional emergencyand supplemental funding, of which $87 billion has been provided by the Congress.
The 2008FYDP included noneof that anticipated emergencyand supplementalfunding.

Â The 2008 FYFP ïon which CBO based the projections shown in this briefing ïanticipated that defense
resources(excluding supplementalappropriations) would rise from $482 billion for 2008to $497 billion for
2013.

Â If the program in the 2008FYDP wascarried out ascurrently envisioned,the demand for defenseresources
excluding funding for contingencies,would average$521billion a year between2014and 2025, CBO projects
ïor about 8 percent more than the 2008requestexcluding emergencysupplementalfunding.

Â CBO alsomadeprojection of potential unbudgetedcosts(shownby the dashedred lines in the figure). CBO
projects that resourcedemandsincluding unbudgetedcostswill averageabout $146 billion a year through
2013 and about $100 billion annually between2014 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 unbudgetedcostsinclude the following:

Ã Costsfor weaponsprograms grow asthey havesincethe Vietnam War; and

Ã The United States continues to conduct military operations overseasas part of the global war on
terrorism (presented as ñWithContingency UnbudgetedCostsòin the figure), albeit with levels of
delayedpersonneldeclining by 2014to about 35 percent of current deployments.

Source: CBO. The Long-Term Implications of Current Defense Plans: Detailed Update 

for Fiscal Year 2008. March 2009, p. 2.



No Credible Projections Yet Exist 

of the Future US GNP and Federal 

Spending, 

But, These Problems May Still 

However, Create a Critical Burden 

on Federal Spending or the 

Economy
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ñGuesstimatingò the Burden that Defense Will 

Place on National Economy and Federal Spending

Â Past baseline (FY209) DoD and Federal Budget requests ignore
wartime costs,real world program and procurement cost escalation,
and separateout veteranôscosts.

Â Future war costsare uncertain, but unlikely to escalatesharply over
FY2007peaks.

Â Program delays, cutbacks, and cancellations will limit the year-by-
year impact of the failure of every serviceand agencyto managecosts
and programs effectively.

Â Adequate funding for ñcivilianpartnersòlike the State Department
and other civilian departmentsis not included, but may havea limited
impact on total federal spending.

Â Homeland defense (DHS) costs are not included in the national
security budget.
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The US Has Long Dealt with Much Higher 

National Security Burdens: Defense Spending 

as a % of GDP Since WWII
National Defense Spending as a Percent of GDP: 1940-2009  

(050 Total defense spending for DoD and all agencies as % of GDP) 
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March 2008, pp. 216-127.



1818

Baseline Comparison of Defense to Other Federal 

Outlays
(Trend by Category in FY 2000 $US Billions)
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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* 2431* 2510* 2457* 2467* 2455* 2536*

Undistributed Offsetting Receipts 54- 53- 43- 53- 53- 62- 65- 59- 65- 62- 65- 67-

Grand Total* 1590* 1662* 1790* 2165* 2249* 2263* 2366* 2452* 2392* 2404* 2390* 2469*
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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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The FY2009  Baseline Estimate Did Badly Understate 

Defense Shares of Federal Budget, Public Spending, and GDP
(Percentages of Indicated Totals Measured in Budget Outlays)
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(Greenbook).March 2008, p. 217.
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The 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)
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(Greenbook).March 2008, p. 207.
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Drop in Baseline Defense Budget as a Percent of 

Total Federal Outlays 
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CBO 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. 
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Probable Real World Impact on Federal Spending 

and GDP

Å No one can really estimate the future interaction of national security
spendingand trends in the GDP.

Å Near-term trends will be lessfar lessfavorable than projected in the
baselinebudget, which ignores war costsand cost-escalation, but are
unlikely to exceed5% of GDP -- evengivencurrent financial crisis.

Å The impact of ending the Iraq War during the next administration
would easethe burden on the GDP and federal spending,but only by
an averageof well under $100billion a year.

Å Adjustments in the US force posture in the Gulf and shifts of resources
to the Afghan War might offsetprobable savings.

Å Major shifts in spendingfrom national security to civil spendingwould
require major long-term reductions in US strategiccommitments.

Å The real world burden of the increasesin federal spendingon the GDP
will continue to be driven by the rising cost of civil and not military
programs.



The Main National Security 

Threat to the US Will Be US 

Entitlement Programs

The 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)
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FY2009 Projections of Discretionary vs. 

Mandatory Spending as Percentage of GDP
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The FY209 Baseline Defense Budget Would Have 

Reduced the Burden on the Pre-Crisis GDP, But 

Was Always a Dishonest Fantasy
(Outlays as a % of GDP)
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Increases in Mandatory Civil Programs Drove the 

FY2009 Increase in the Near Term Burden of 

Federal Spending 
($US Billions in FY Outlays)
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CBO Estimate of Percentage Rise in the Cost of 

Mandatory Programs in the FY2009 Projections 

CBO: The Budget and Econom ic Outlook: FY2008-2018, January, 2008, p XIII
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OMBôs FY2009 Guess About the 

Entitlements ñSqueezeò
 Federal Budget Outlays  As a Percent of GDP
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ñEntitlements Hell:ò The CBOôs Long 

Term FY2009 Projections
Extended Baseline Federal Budget  As a Percent of GDP
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CBO FY2009 Estimate of the Impact of Mandatory 

Programs on GDP versus Defense and Other Spending 

Source: CBO: The Budget and Econom ic Outlook: FY2008-2018, January, 2008, pp. 18-19
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The CBO Estimate of the Health Care Threat to the US 

Source: CBO: http://www.cbo.gov/publications/collections/health.cfm, accessed April 12, 2008

Rising health care costsand their consequencesfor Medicare and Medicaid constitute the nation's

central fiscal challenge. Without changesin federal law, the governmentôsspending on 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 CBOôslatest 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 account for a steadily growing shareof GDP, reaching more

than 40 percent by 2060 and almost 50 percent by 2082. Federal spending on Medicare and

Medicaid, which accountsfor 4 percentof GDPtoday, 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 increase in federal spending on Medicare and Medicaid, it accounts for only a modest

fraction of the growth that CBO projects. The main factor is excesscost growth-or the extent to

which the increasein health carespendingexceedsthe 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, embedded in the countryôsfiscal challenge are

opportunities to reducecostswithout impairing health outcomesoverall.

http://www.cbo.gov/publications/collections/health.cfm
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CBO FY2009 Estimate of the Impact of All Health Care 

Costs as Percent of GDP 

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 

Å The key pressureson the budget and GDP comeafter FY2018;
there is time to create affordable federal spending and no
immediate ñcrunchòbetween discretionary and mandatory
spending.

Å Cost containment is vital to effective defense planning,
programming, and budgeting but neither the baseline nor the
baseline plus wartime costs is the a major burden on federal
spendingand the GDP by historical standards.

Å Entitlements and mandatory programs are growing at an
unacceptablerate, and will createan unacceptableburden.

Å Health costsand an aging population (SocialSecurity) drive the
problem, but the key issueis health costs.

Å The previous graphs showthat no practical level of reduction in
defenseand other discretionary spending can fund currently
projected entitlements.



The Gates FY2010 Budget is At Best 

ñ20% of a Half Measureò

A Few Fixes, But Meaningful Strategy, 

Plans, Programs, and Budgets Are Still 

Missing
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Secretary Gatesô Objectives vs. the 

Substance of His FY2010 Request
If approved, SecretaryGatesôrecommendationswill profoundly reform how the

DoD doesbusiness,following three principal objectives:

Â Reaffirm the commitment to take careof the all-volunteer force.

Â Rebalancethedepartmentôsprograms in order to institutionalize and enhance
capabilities to fight the wars in Iraq and Afghanistan and likely future
scenarios.

Â Fundamental overhaul of the current approach to procurement, acquisition,
and contracting.

Theserecommendationsraisefar morequestionsthan the FY2010
requestprovidesanswers.

Source: Robert M. Gates, Budget Press Briefing, Arlington, VA, 

delivered 6 April 2009, transcript available at www.defenselink.mil/.

http://www.defenselink.mil/
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Objective One: Troops and Families 

($13 Billion)

Item Spending Increase in 
FY2010

Growing ground combat forces +$11 Billion

Growth in medical Research and Development +$400 Million

Institutionalizing and funding efforts to treat the 
wounded, ill, injured, traumatic brain injuries, and 
psychological health problems

+$300 Million

Child care, spousal support, lodging, and education+$200 Million

Source: Robert M. Gates, Budget Press Briefing, Arlington, VA, 

delivered 6 April 2009, transcript available at www.defenselink.mil/

and US Department of Defense, Fiscal Year 2009 Budget Request, 

Summary Justification, 4 February 2008. 

http://www.defenselink.mil/
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Objective Two: Building and Institutionalizing 

a Constituency for Todayôs Wars
Increase intelligence, surveillance, and 
reconnaissance support for the warfighter

+$2 Billion ÂField and sustain 50 Predator-class UAVs by FY2011 and
permanentlyfund themin thebasebudget(127percentincrease
in capabilityoveroneyearago.)

ÂIncreasemannedISR capabilities,suchasturbo-propaircraft

ÂIncreasefunding for R&D of a numberof ISR enhancement
andexperimentalplatformsoptimizedfor todayôsbattlefields.

Field and sustain more helicopters +$500 Million Recruitandtrain moreArmy helicoptercrews.

Boost global partnership capacity efforts +$500 Million Training and equippingforeign militaries for counterterrorism
andstability operations.

Grow special operations capabilities n/a ÂIncreasepersonnelby 2,800or five percent.

ÂBuy morespecialforces-optimizedlift, mobility, andrefueling
aircraft.

ÂIncreaseprocurementnumberof Littoral CombatShip from 2
to 3 in FY2010with a goalof buying55shipstotal.

Improve inter-theater lift capacity n/a Increasecharterof Joint High SpeedVessel(JHSV) from 2 to 4
until ownproductionbeginsdeliveriesin 2011.

Stop growth of Army Brigade Combat Teams 
(BCT) at 45 versus 48

n/a While maintaining the planned increasein end strength at
547,000

Source: Robert M. Gates, Budget Press Briefing, Arlington, VA, 

delivered 6 April 2009, transcript available at www.defenselink.mil/.

http://www.defenselink.mil/
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Objective Three: Shifts in Key Investment Areas

Building fifth 
generation tactical 
fighter capability

+$6.8 Billion ÂIncreasethe procurementof F-35 Joint Strike Fighter from 14 aircraft in FY09 to 30 in
FY2010.

ÂInclude513F-35s in theFYDPandultimatelybuy2,443.

ÂBuy 31F/A-18s in FY10

Rejuvenate TacAir 
fleet

n/a Retire250of theoldesttacticalfighter aircraft in FY2010.

End production of the 
F-22 at planned level

n/a Endproductionat 187plus4 in theFY09 supplementalfor a total of 183aircraft.

Ballisòtic Missile 
Defense

+$700 
Million

Field moreof the most capabletheatermissiledefensesystems,suchas the TerminalHigh
Altitude AreaDefense(THAAD) SystemandtheStandardMissile 3 (SM-3) programs.

Maritime ballistic 
missile defense

+$200 
Million

Convertsix additionalAegisshipsto provideballistic missiledefensecapabilities.

Improve cyberspace 
capabilities

n/a Increasethenumberof cyberspaceexpertsthedepartmentcantrain from 80 studentsperyear
to 250studentsperyearby 2011.

Replace Air Force 
tanker fleet

n/a MaintainKC-X scheduleandfundingwith intentto solicit bidsin summer2009.

Nuclear and strategic 
forces

n/a ÂBeginreplacementprogramfor theOhioclassballistic missilesubmarineprogram.

ÂReexamineneed, requirement,and technologybefore proceedingwith the development
programfor a follow-onAir Forcebomber.

Slow production of 
surface combatants

n/a ÂShift Navy aircraft carrierprogramto a five-yearbuild cycle. This will result in 10 carriers
after2040.

ÂDelaytheNavyCG-X nextgenerationcruiserprogram,reviewrequirementsandacquisition
strategy.

ÂDelay amphibiousship and sea-basingprograms(LPD, MLP) to FY2011, reassessneeds
andcosts.

Air Lift n/a Completeproductionof theC-17s at 205aircraft.

Source: Robert M. Gates, Budget Press Briefing, Arlington, VA, 

delivered 6 April 2009, transcript available at www.defenselink.mil/.

http://www.defenselink.mil/


41

An Uncertain Start to a Series of Massive 

Adjustments
Â Lack of detail:

SecretaryGatesôrecommendationslack in detail to constituteanycoherentlong-termplan or
strategy. Partof the reasonfor this lack of detail may lie in the needto rushsomedecisions
out in time to meetbudgetdeadlines,andbeforethe Secretaryhadtime to developall of the
necessarysupportingplansandanalysis.

Â ñFairydust:ò
According to somepressreports,SecretaryGateswas respondingto new budgetguidance
from theWhite HouseandOMB that flatly rejecteda previousrequestfor anadditionof $60
billion to the pastDoD budgetbaselineto pay for what the WashingtonPostreferredto as
GordonEnglandôsñfairydustòïan effort describedasñfairydustòbecausethe Department
soughtto solveits procurement,manpower,andresourcecrises -- andtheissuesraisedin the
previousQDRïby throwingmoremoneyat them.

Â Oneyear costcontainmentvs. goalsfor major changes:
SecretaryGatesonly begana seriesof massiveadjustmentsto the US defenseposturethat
will play out overat leasta decade. It will addressmostof theissuesinvolvedat a conceptual
level and focus on a few selectprogramdecisionsthat will haveto be followed by major
changesin US spendingin the outyears,changesin US force andprocurementplans,anda
massivelong termrestructuringof theUSdefenseprogrambudget.

Â QDR 2010needsto be tied to strategy,but may be a purposelessfarce:
QuadrennialDefenseReviewthis year,althoughit is far from clearasyet that it will be any
better tied to a clear force plan, procurementplan, and future year defenseprogramand
budget(FYDP) thanits largelymeaninglesspredecessors.
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More Questions than Answers
Secretary Gatesôrecommendationsraise far more questions than they provide

answers. This becomesclear whenonetakesa look at the individual key areas:

Â ChoicesBetweenñConventional,òñIrregular,òandñMixedWarfareò

Thereareno clearforceplansor detailswhich explainwhatchoiceshaveactuallybeenmade
aboutthestrategicgoalsfor US warfightingcapabilitiesandhow thesetranslateinto shifts in
forceplans,futureequipmentstrength,andbudgets.

Â Military, Civilian, and Contractor Manpower and End Strength

No decisionon what the end strengthshouldbe, whetherit will be affordablein termsof
equipmentand sustainability,and how it shouldbe linked to a detailedforce plan for each
serviceandoutyearbudget. Doesnot addresskey questionsaboutthepropermix of military,
careercivilians.

Â Military Entitlements Problems

Dodgesaround the near crisis the Congresshas causedby grossly overfunding military
entitlementsfor domesticpolitical reasons.

Â Intelligence,Surveillance,and Reconnaissance

No clear picture of the overall architecture for the ñIS&Ròeffort, particularly when
increasinglytied to combatcapabilitieslike UCAVs, 5th generationcombataircraft, andthe
ArmyôsFutureCombatSystems(FCS).

Â Army and Ground Forces

No clearpictureof thefuturesize,forcestructure,equipment,readinessor anyotheraspectof
US groundforcesïArmy or MarineCorps. No mentionis madeof theneedto makedifficult
near-termdecisionsto dealwith thewearof equipmentbecauseof the Iraq andñAfPakòwars
ïanissuesometimescalledñreset.ò
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Â Aircraft Procurementand ForceSize

Series of one-time fixes that does not define future force plans, programs, or
procurementgoals,and leavesvirtually every aspectof future aircraft modernization
unresolved. Growingproblemsin creatinga stable,competitiveindustrialbasefor US
defenseindustry, and bringing future procurementsinto balancewith resourcesand
affordabletechnologyareleft unaddressed.

Â FleetModernization and Ship Building

Series of one-time fixes that does not define future force plans, programs, or
procurement goals, and leaves virtually every aspect of naval modernization
unresolved. Growingproblemsin creatinga stable,competitiveindustrialbasefor US
defenseindustry, and bringing future procurementsinto balancewith resourcesand
affordabletechnologyareleft unaddressed.

Â Nuclear Posture

No decisionstaken

Â Missile Defense

One-shotfixes for costandindividual programreasonsthatprovidesno senseof future
direction, architecture,procurement,or deployment for either strategic or theater
missiledefenses. No mentionof how this will affectplansfor Europe,cooperationwith
Israelor the needsof the Arab Gulf statesin dealingwith Iran. No discussionof the
problemsin getting the servicesreadyto handlethe transferof theatersystemsfrom
BMDO, andlinks to armscontrol issues. No discussionof theproblemsin developing
propercostprojectionsandtestandevaluationmethods.

Â CostContainment and Procurementand RDT&E Reform

The Secretaryadvancedsome key issuesand priorities for reform. Unfortunately,
exactly the same comments could have been made during the Eisenhower
Administrationïandwere.



The War Cost Crisis: 

Failing to Plan or Budget for 

Ongoing Wars
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ñGuesstimatingò the Future Cost of the Afghan 

War, Iraq War, and GWOT

Â Pastcostswill beñsunkòcostsfor this Administration . The issue
is future costsand what canbedoneabout them.

Â It is not clear how supplementalwar funds will be integrated into
the baselinebudget.

Â Supplementalsare not measuresof the costof the war.

Â The are no reliable DoD cost estimates,and the CRS. CBO, and
GAO haveproduceddifferent estimates.

Â The full nature of deferred costsis unclear.

Â The Iraq War is driven by externals like Iran, Iraqi
accommodation,Iraqi force developmentand willingness to take
over the financial burden.

Â The Afghan War is driven by externals like Pakistan, the role of
our allies, and progress in Afghan governance and force
development.
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The Annual Cost and Burden of Previous Wars 
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The Total Cost of Previous Wars

(In Billions of $US Dollars)
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The Burden of Previous Wars

Source: Office of the Under Secretary of Defense (Comptroller), National Defense Budget Estimates for 

FY2007, Washington, Department of Defense, March 2006, Table 7-7, pp. 216-217.  Budget Total is for entire 

national defense, and not just Department of Defense.
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Source: CRS, The Cost of Iraq, Afghanistan, and Other Global War on Terror Operations 

Since 9/11, RL33110, Updated 15 October 2008, p. 10. 

CRS Estimate of Total Cost of War 

To US Through FY2008

CRS report indicates that CBO estimates that cost of next 10 years for both OIF and OEF would be $570 billion more if 

troops fell to 30,000 by 2010, or $1,055 billion if fell to 75,000 by 2013

By Operation and 
Funding Source

FY 01 
& FY 

02 FY 03 FY 04 FY 05 FY 06 FY 07 FY  08 FY 09

Cum. Enacted 
FY01-FY09 Bridge 

as of H.R. 
2642/P.L. 110-252

OPERATION IRAQI FREEDOM (OIF)

Department of Defense 0 50.0 56.4 83.4 98.1 129.6 149.7 53.4 620.6

Foreign Aid and 
Diplomatic Ops

0 3.0 19.5 2.0 3.2 3.2 2.8 0.6 34.2

VA medical 0 0 0 0.2 0.4 0.9 1.0 0.0 2.5

Total Iraq 0 53.0 75.9 85.5 101.7 133.6 153.5 54.1 657.3

OPERATION ENDURING FREEDOM (OEF)/Afghanistan and GWOT

Department of Defense 20.0 14.0 12.4 17.2 17.9 34.9 31.4 12.5 160.1

Foreign Aid and 
Diplomatic Ops

0.8 0.7 2.2 2.8 1.1 1.9 2.4 0.6 12.4

VA medical 0 0 0 0 0 0.1 0.3 0.0 0.4

Total OEF 20.8 14.7 14.5 20.0 19.0 36.9 32.8 13.1 172.9
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CRS Estimate of US Cost of Afghan and Iraq Wars
Including DoD, Foreign Aid and VA

(In $US Current Billions in Budget Authority)
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CRS Estimate of US DoD Cost of Afghan and Iraq Wars
(In $US Current Billions in Budget Authority)
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Source: CRS, The Cost of Iraq, Afghanistan, and Other Global War on Terror Operations 

Since 9/11, RL33110, Updated 15 October 2008, p. 10. 
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CRS Estimate of Cost of All US Government Activity in Afghan 

Wars and GWOT, by Category
(In Appropriations of $US Current Billions by Fiscal year)
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Department of Defense 33 77.4 72.4 102.6 116.8 165 181.2 65.9 814.5*

Indigenous Security Forces Funds 0 0 5.3 7 4.9 12.9 5.8 3 38.9*

Diplomacy and Foreign Aid 0.8 3.7 21.7 4.8 4.3 5 5.1 1.4 46.6*

VA Medical 0 0 0 0.2 0.4 1 1.3 0 2.9*

Total 33.8* 81.1* 94.1* 107.6* 121.5* 171* 187.6* 67.3* 864*

-2001

2002
2003 2004 2005 2006 2007 2008 2009 TOTAL

Source: CRS, The Cost of Iraq, 

Afghanistan, and Other Global 

War on Terror Operations Since 

9/11, RL33110, Updated 15 

October 2008, p. 10. 
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Current Cost Estimates for the Iraq War: 

Pick A Cost, Any Cost

Â Someof the bestwork to date hasbeenby Amy Belascoof the
CRS. It attempts to combine the budget authority cost of the
war for both the Department of Defenseand Department of
State.

Ã The Iraq War totals $608.3 billion for FY2001-FY2008in the February
2008estimate.

Ã The Iraq War hascost3.7 times the costof the Afghan War to date.

Ã But, the FY2008estimatesdo not include a guesstimatefor the ultimate
costof the supplementalrequest,whether deferred or current .

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

Ã The total cost of the war to DoD throughFY2007 is shown as $378.1
billion .
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CBO Estimate of Cost of All US Government Activity in the 

Iraq War by Category
(In Appropriations of $US Current Billions by Fiscal year)
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Source: CBO, Budget and 

Economic Outlook for Fiscal Years 

2008 to 2018,, January, 2008, p. 52
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CBO Estimate of Cost of Defense Activity in Afghan

and Iraq Wars, and GWOT, by Category
(In Appropriations of $US Current Billions by Fiscal year)

Source: 

CBO, 

Analysis of 

the Growth in 

/funding for 

Operations in 

Iraq, 

Afghanistan, 

and 

Elsewhere in 

the War on 

Terrorism,

February 11, 

2008.
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RDT&E 3 1 1 2 4 4
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MilCon 1 1 1 2 2 2
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CBO Estimate of Cost of All Activity in Afghan

and Iraq Wars by Category
(In Appropriations of $US Current Billions by Fiscal Year)

Source: CBO, 

Budget and 

Economic Outlook 

for Fiscal Years

2008 to 2018,, 

January, 2008, p. 

52

2001 2002 2003 2004 2005 2006 2007 2008 2001-2008

Military Operations and Other Defense Activities

Iraqa 0 0 46 68 53 89 113 71 440

Otherb 14 18 34 21 18 22 39 13 178

Subtotal 14 18 80 88 70 111 152 84 618

Indigenous Security Forcesc

Iraq 0 0 0 5 6 3 6 2 21

Afghanistan 0 0 0 0 1 2 7 1 12

Subtotal 0 0 0 5 7 5 13 3 33

Diplomatic Operations and Foreign Aid

Iraq 0 0 3 15 1 3 3 1 40

Other * 2 5 2 2 1 2 1 15

Subtotal * 2 8 17 3 4 5 1 40

Veteransô Benefits and Servicesd

Iraq 0 0 0 0 0 0 1 0 1

Other 0 0 0 0 0 0 * 0 *

Subtotal 0 0 0 0 0 0 1 0 1

Totale 14 19 88 111 81 120 171 88 691
*= between0 and$500million

a. CBO estimatedhow muchmoneyhasbeenprovidedfor OperationIraqi Freedomby allocatingfundson thebasisof obligationsreportedby the Departmentof Defense(DoD). For moreinformation

aboutfundingfor thatoperation,seeCongressionalBudgetOffice, EstimatedCostsof U.S. Operationsin Iraq UnderTwo SpecifiedScenarios(July 13, 2006).

b. IncludesOperationEnduringFreedom(in andaroundAfghanistan),OperationNobleEagle(homelandsecuritymissions,suchascombatair patrols,in theUnitedStates),therestructuringof Army and

MarineCorpsunits,classifiedactivitiesotherthanthosefundedby appropriationsfor theIraq FreedomFund,andotheroperations. (For 2005through2008, fundingfor OperationsNobleEaglehasbeen

intermingledwith regularappropriationsfor theDepartmentof Defense. Thatfundingis not includedin this tablebecauseit cannotbeseparatelyidentified.

c. Fundingfor indigenoussecurityforcesïwhich went to accountsfor diplomaticoperationsandforeignaid (budgetfunction150) in 2004and,since2005, hasgoneto defenseaccounts(budgetfunction

050)ïis usedto trainandequiplocalmilitary andpoliceunitsin Iraq andAfghanistan.

d. Excludesalmost$2 billion in spendingfor medicalcare,disability compensation,andsurvivorsôbenefitsfor veteransof operationsin Iraq andAfghanistanandthewar on terrorism. Thoseamountsare

basedonCBOôsestimatesof spendingfrom regularappropriationsfor theDepartmentof VeteransAffairs andwerenotexplicitly appropriatedfor war-relatedexpenses.

e. At thecurrentrateof military operations,thefundingprovidedto datefor 2008will notbesufficientto payfor all thecoststhatwill beincurredthisyear.
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Past CBO Estimates of the Cost of War 
SinceSeptember2001, the Congressand the Presidenthaveprovideda total of $691 billion in budgetauthority for military and

diplomaticoperationsin Iraq,Afghanistan,andotherregionsin supportof thewaron terrorismandfor relatedveteransôbenefitsand

services(seetable). Appropriationsspecificallydesignatedfor thoseactivities,which averagedabout$93 billion in 2006and$171

billion in 2007. The Administrationhasrequested$193 billion for war-relatedpurposesin 2008, of which $88 billion hasbeen

appropriatedthusfar.

Fundingto datefir military operationsandotherdefenseactivitiesrelatedto thewar totals$618billion, mostof which hasgoneto

theDepartmentof Defense(DoD). Lawmakersalsoprovided $33 billion top train andequipindigenoussecurityforcesin Iraq and

Afghanistan.1 A total of $651 billion has thus been appropriatedsince September2001 for defenseoperationsin Iraq and

Afghanistanandfor thewar on terrorism.

In addition,$40 billion hasbeenprovidedfor diplomaticoperationsandforeignaid to Iraq,Afghanistanandothercountriesthatate

assistingthe United Statesin the war on terrorism. Of that amount, $16 billion was appropriatedfor the Iraq Relief and

ReconstructionFund.

DoD reportsthat it obligatedandaverageof about$11 billion per month in 2007 for operationsin Iraq andAfghanistanand for

otheractivitiesrelatedto thewaron terrorismïanincreaseof about$3 billion comparedwith averagemonthlyobligationsin 2006.

OperationIraqi Freedomaccountedfor approximately85 percentof all reportedobligation; OperationEnduringFreedom(which

refersmainly to operationsin andaroundAfghanistan)accountedfor another15percent. Additional securitymissionthathavetaken

placein theUnitedStatessincetheterroristattacksof September11, 2001ïsuchascombatair patrolsoverWashington,D.C., and

NewYork City (knownasOperationNobleEagle)ïaccountedfor lessthan1 percent.

Becausemostappropriationsfor operationsin Iraq andAfghanistanandfor otheractivitiesrelatedto thewar on terrorismappearin

the samebudgetaccountsthat recordappropriationsfor DoDôsotherfunctions,determininghow muchhasactuallybeenspentfor

thoseactivitiesis difficult . However,CBO estimatesthat appropriationsfor defenseoperationsin Iraq andAfghanistanandfor the

war on terrorismresultedin outlaysof about$430 billion throughfiscal yea2007(with about$115 billion occurringon 2007). Of

thefundsappropriatedfor internationalaffairsrelatedto thewar,about$30 billion wasspentthrough2007, CBO estimates. In total,

by theagencyôsestimate,outlaysfor operationsin Iraq andAfghanistanamountedto about$120billion lastyear. ThePresidenthas

requestedanother$105 billion for the war in 2008, in addition to the $88 billion that hasbeenappropriatedfor that year. If that

amountis provided,outlaysin 2008(which also includeoutlaysfrom prior yearsôappropriations)would total about$145 billion,

CBOestimates.
______________________________
1. The$33 billion includes$5 billion providedfor Iraqi securityforcesin 2004in anappropriationfor theDepartmentof StateôsIraq Relief andReconstructionFund. Source: CBO, The Budgetand

Economic Outlook: FY2008-2018, January, 2008, p 7
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Putting the Various Estimates of Past Wartime 

Costs in Perspective

Â Last supplementalin FY2009?

Ã Peak appropriated costs and outlays for Iraq War alone
haveranged around $10-12billion a month.

Ã Iraq War costsshould decline in FY2009as cut from 20 to
15 brigade equivalents, Iraq assumesgrowing portion of
costs,and US investment& O&M costsdecline.

Â May drop to $7-9 billion a month.

Â Afghan War has cost from $2billion to $4billion a month, but
hasbeenbadly underfunded.

Ã Afghan war costs will increase in FY2009 with new troop
deployments. Are now open-ended,and complicated by fact
should include aid to Pakistan.

Ã No way to predict FY2009costs,but probably around 20%
higher.

Â Direct costs have peaked at around $120-130 billion a year.
Somewherearound 1% of GDP.
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Key Factors Driving Future War-Related Costs

Â Major increasesare being made in ground forces with very uncertain
mixes of modernization and ñreset,òand allowances for transfers of
equipmentand suppliesto Iraqi and Afghan forces.

Â The CBO doesnot project the rise in military manpower costsper se,but
doesproject that the future O&M costsof military manpower will rise
sharply abovethe historical trend:

Ã By approximately by 20% from FY2006-FY2025 if real-world unbudgeted
costsare included .

Â TheCBOôsestimate of rising medicalcostsis stunning:

Ã It hasis projected to rise from a level of around $290billion a year sincethe
start of the war to a levelof over $80billion a year by FY2025.

Ã But much of this is not war related, but rather the result of Congressional
actionsthat haveeffectively raised the entitlement costof of military medical
care for the entire military .
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The CBO did provide an Estimate of the Impact of 

Current Wars on the Entire Defense Budget 

Through FY2025

Â The estimatedbaselinecost of the defensebudget averages$521 billion a
year between FY2014 and FY2025 -- if deployed US combat personnel
drop to about 35% of the presenttotal by FY2025

Ã The $521 billion doesnot include supplementalsbut doesraise the DoD level
by 8% to correct for DoD undercosting.

Â The real world cost, with supplementals and correcting for DoD
undercosting of the budget would be about $146 billion higher than DoD
projects through FY2013, and would average about $621 billion from
FY2014-FY2025.

Â The real world operating costof US forceswould be far higher than DoD
budgets.

Â But, evenwith thesecost increases,the percentof GDP spenton defense
wouldstill continueto drop,reaching2-3% byFY2025.
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Rising Operations and Support Costs if The US Cannot 

Cut Wartime Costs & Deployments

Source: CBO,  Long Term Implications of Defense Spending, March 2008, p 4. 


