1800K Street, NW
Suite 400
Washington, DC 20006

Phone 1.202.775.3270
Fax 1.202.775.3199
Email:
acordesman@gmail.com
Web:
www.csis.orgburkelreports

TheUS Defense  Budget and Changesin US
Strategy

Pre FY2013 Budget Submission Report

Anthony H. Cordesman,
ArleighA. Burke Chain Strategy
with Bradley Bosserman

S IS CENTER FOR STRATEGIC &
( : INTERNATIONAL STUDIES

Burke Chair January23 2012
in Strategy

WWW.CSIS.0rg |



http://www.csis.org/burke/reports

CSIS

CENTER FOR STRATEGIC &
INTERNATIONAL STUDIES

Contents

| ntroductioneéééeecééeecéeéeeceeece
January 2012 Policguidancec ¢ e é . . . é é e é é
Defense Budget Cut seé

The Deficit Sequestr
Costs of Optional Wa
Rising Costs Per Sol d
RDT&E and Procurement Prob
Resource Management, Cost Control, and Strategic Fod e el
Solutions eééeecé.

eééee
ation é
rs eeeéeeé
i e é
I



Introduction

This brief analyzes the pattern of cuts in recent, ongoing, and possible future defense and national security
spending that affects the US and its ability to project power and aid its friends and allies. It shows, however,
that this is only part of the story:

A The US may not face peer threats in the near to mid term, but it faces a wide variety of lesser threats that make rféctairing
military forces, foreign aid, and other national security programs a vital national security interest.

A The US does need to reshape its national security planning and strategy to do a far better job of allocating resourttesé mee
threats. It needs to abandon theoretical and conceptual exercises in strategy that do not focus on detailed forcequenglamanp
procurement plans, and budgets; and use its resources more wisely.

A The US still dominates world military spending, but it must recognize that maintaining the US economy is a vital natidgtyal sec
interest in a world where the growth and development of other nations and regions means that the relative share thihéJS has ir
global economy will decline steadily over time, even under the best circumstances.

A At the same time, US dependence on the security and stability of the global economy will continue to grow indefiniteljuie the
Tal k of any form of Aindependence, 0 including freedonwfr
its economy without strong military forces and effective diplomatic and aid efforts.

A US military and national security spending already places a far lower burden on the US economy than during the pedseful peri
the Cold War, and existing spending plans will lower that burden in the future. National security spending is now aeiwa&ging b
4% and 5% of th&DP-- in spite of the fact the UBas beelflighting twowars in Irag and Afghanistan versus 67% during the
Cold War

The US Congress has passed budget legislation that threatens devastating cuts in national security funding if
the Congress does not act to find meaningful solu
2011.

A At 24.1percent of gross domestic product, tdealeral outlays in 2010 were considerabigher than the 20.@ercent they have

averaged over the past 40 years. AccordinQB® baseline projections, federal spending in the next decade will average almost
23 percent of GDP



AMandatory or fdent it |l e mpercéndin 201l and hyyas avevagd dfpedtent ammwally betwedny !
2012 and 2020, compared with an average growth rate pe6écént between 1999 and 2008. They will average 12.3% to
13.3% of the GDP during FY2012 to FY2020.

A Defense spending will average only 3.3% to 4.3%, dropping from a peak war year level of 4.7% in FY2010. All other
discretionary federal spending will equal 4.1% to 3.1% of the GDP.

A (CBO, http://www.cbo.gov/ftpdocs/108xx/doc10871/Chapter3.shtml

A The defense share of federal spending is so low a percentage of total federal spending, the GDP, and rising entitketmnaints cost
feasible amount of cuts in US national security spending can have a major impact on the US deficit and debt problertald®&naffor
rises in the burden medical care puts on the economy which cannot be dealt with by cutting back the level of governimgnt spenc
without addressing the entire mix of national government spending, demographic trends, and social needs.

The most serious single threat the US faces to its national security does not come from foreign threats, but from
the pressures on defense spending created by these domestic social and economic trends, and the rising cost
federal entitlements spending.

A These rises in total spending are driven two critical factors that cannot be addressed simply by altering the fedeTaldyuatget
driven by the cost of mandatory retirement and medical costs that extend far beyond government spending:

A First, an aging population that does not save or assume full responsibility for retirement.

A In 1940, the life expectancy of a-§Barold was almost 14 years; today it's almost 20 years. By 2036, there will be
almost twice as many older Americans as toddgsom 41.9 million today to 78.1 million.

A There are currently 2.9 workers for each Social Security beneficiary. By 2036, there will be 2.1 workers for each
beneficiary. At the end of 2011, roughly 50% of the present US workforce had no private pension coverage, and 3
the workforce has no savings set aside specifically for retirement.

A In 2011, 54% of retired married couples and 73% of unmarried parsamse 35 million Americans or 69% of those
receiving benefits- received 50% or more of their income from Social Security; and 22% of married couples About
43% of unmarried persons receiving benefits relied on Social Security for 90% or more of their income. Another 9¢
Americans over 65 had no retirement savings and did not receive Social Security benefits. In addition, 8.4 million
disabled Americans and 2 million of their dependents (19% of total benefits) depended on Social Security, plus 6.3
million survivors of deceased workers (12% of total benefits). (Social Security Administration)


http://www.cbo.gov/ftpdocs/108xx/doc10871/Chapter3.shtml

A Second, by the rising cost ofédicare Medicaid(and potentially national medical care under the Affordable care Act as of 2014).

A Thesecosts are driven massive rises in the national cost of medical care from around 6% of the GDP to well evigxe0%
rose 5.73% in 2011. Expenditures in the United States on healtburpessed $218illion in 2008, more thathree times the
$714 billion spent in 1990, amavereighttimes the $253 billion spent in 198Without major changes in cost, they will equal
some 25% of the GDP in 2025.

A They are costs which roughly one quarter of Americans have no insurance, and many only partial insurance coverage. E\
so, the average health insurance premium for family coverage has more than doubled over the past decade t0$13,770 a \

A Some 45.1% of the workforce from ages 18 to 64 had no coverage as of September 2011, and many retirees lacked the s
to pay for any additional payments above Medicare. These figures did no include Americans who had not worked in the la
months, and coverage had dropped substantially since 2008. If one includiemsedd medical insurance, some 50 million
Americans or 16.% of the population had no coverage in 2010.

A In 2010, 31% of Americans relied on the government for health insurance, up from 24.2% in 1999. a total of 9.8% of childr
under age 18 are uninsured despite the government programs. (US Census Bureau, Kaiser Family Foundation, CNN Mon

These pressureshowever, areonly part of the non-traditional threats to US security

A Thesteady decline in the size and military capability of our traditional allies poses another crititalditional threat. Itd clear that
no amount of US exhortation will change this situation and the US must reshape its strategy accordingly.

A The rise of threats like terrorism is only one aspect of new shifts in the threats to the US that force it to work fasehossd
effectively with nontraditional allies, reshape elements of its military spending and operations to help build up theitieapahi
maintain strong embassy teams and aid efforts to help bring political and economic stability.

AThe US must fundamentally rethink its approach toth@nopti on
empower Iran, without a strong military and aid presence. It will decisively lose the Afghan and Pakistan conflict ifat qoekly
develop plans for a military and diplomatic presence, and help to aid Afghanistan in transitioning away from dependesige on fo
military and economic spending during 262@20. US troop cuts are not a transition plan, and focusing on withdrawal is afoecipe
defeat.

A That said, the US cannot, and should not, repeat the mistake it made in intervening in Irag and Afghanistan. It mbstateal wit
traditional threats with a far better and more affordable mix of global, regional, and national strategies that caniskaslitte
the turmoil in the Middle East, and South and Central Asia, and terrorism and instability on a global basis. It muaidiety on
friendly states, deterrence, containment, and far more limited and less costly forms of intervention.



A The new budget act poses a potentially crippling threat to US national security. Further major defense spending cudgpose a m
additional threat under these conditions. The US has already made major cuts in its defense efforts since FY2009tcand plans
implement an additional $250 billion in cuts over the next five years. It cannot absorb major additional cuts underditiess.con

The Department of Defense does need to make a major new effort to deal with its own, seflicted non-
traditional threats.

A Massive rises in the cost per solider on active duty.

A A quarter century of posturing (?), failed efforts to develop effective procurement programs and cost controls.
A Afundamental breakdown in the ability to tie strategy to feasible, afforgabégams.

It is clear that far more integrated planning is needed at some point to address the proper mix of State
Department, Department of Defense, various homeland defense, and Intelligence Community efforts. It is
unclear that this would produce meaningful budget savings, but it is all too clear that the present

compartmented and stovepiped efforts do not produce anything approaching an integrated strategy or efficient
use of resources.
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Key Take-Aways

The Pentagon released an outline of its forwartboking defense planning in light
of the roughly $490 billion in defense spending cuts over ten years currently
underway as result of prior decisions in 2002011.

This guidance did not, however, consider the $588600 billion in additional
reductions specified under the Budget Control Act, apparently assuming that
Congress will intervene to prevent sequestration

It featured a broad emphasis on technology, the aland battle in Asia,
maintaining a strong posture in the Middle East, relying more on partnershlps
with our allies, reduced but ready ground forces and a slowown in procurement

Broad outlines, however, do not set real priorities until concrete numbers and
plans for procurement, allocation, manpower, force structure, and detailed
operational capabilities

The Secretary of Defense, the Chairman of the Joint Chiefs, and the
Comptroller repeatedly stressed that these details will not become clear unti
the White House and Pentagon release their FY13 Budget Request in late
January or early February.

For all the talk of 10 years of planned spending levels and cuts, the Presidel
and Congress can only shape the actual budget and defense program one
year at a time. There is a near zero real world probability that the coming
plan and budget will shape the future in spite of changes in the economy,
politics, entitlements, and threats to the US.



The New Primary Strategic Priorities and Missions

Counter Terrorism and Irregular Warfare

Deter and Defeat Aggression

Project Power Despite A2/AD Challenges

Counter Weapons of Mass Destruction

Operate Effectively in Cyberspace and Space

Maintain a Safe, Secure, and Effective Nuclear Deterrent
Defend the Homeland and Provide support to Civil Authorities
Provide a Stabilizing Presence

Conduct Stability and Counterinsurgency Operations
Conduct Humanitarian, Disaster Relief, and Other Operations
Continue to Move toward a more Collaborative in Interoperable Joint Force



Primary Missions and Priorities- | :
Arecalibrateits capabilitiesand makeselective additional nve st ment s 0O

Counter Terrorism and Irregular Warfare . Acting in concert with other mean$ nationalpower, U.S. military
forces must continue to hold@a 6 and is affiliatesand adherentsnder constant pressure, wherever they may b
Achieving our core goalf disrupting dismantling, and defeating-& a 6 andl preventing Afghanistan froaver
beinga safe haven again will be central to this effort.

As U.S. forces draw dowm Afghanistanour global counter terrorism efforts will become more widksyributed
andwill be characterized by a mix of direct action and security fassestance. Reflectingssons learned of the past
decade, we will continue to build asdstain tailore@apabilities appropriate for counter terrorism and irregular
warfare. We willalso remairvigilant to threats posed by other designated terrorist organizationsasitdgrzbollah.

Deter and Defeat AggressionU.S. forces will be capable of deterring atefeating aggressidsy any potential
adversaryCredible deterrence results from bdte capabilitiedo deny an aggressor the prospect of achieving his
objectives and frorthe complementarnyapability to impose unacceptable costs on the aggressor.

A As anation withimportant interests in multiple regions, our forces must be capable of deterdrigfeating
aggression by an opportunistic adversary in one region even whéraas are&committed to a largscale
operation elsewhere.

A Ourplanning envisages forcéisat areable to fully deny a capabtet at e 6s a g g rironerégioreby o |
conducting a&ombined arms campaign across all domains a land, air, maritime, apdayberspace

A Thisincludes being able tsecure territory and populations and facilitatéransitionto stable governance on a
small scale for a limited period usisganding forcesnd, if necessary, for an extended period with mobilized
forces Even wherl.S. forcesare committed to a larggcale operation in one regidhgey will be capablef
denyingthe objectives of or imposing unacceptable costs-eran opportunistic aggressan a second region.

A U.S. forces will plan to operate whenever possikith alliedand coalition forces. Our ground forces will be
responsive and capitaliom balancedift, presence, and prepositioning to maintain the agility needeshtain
preparedor the several areas in which such conflicts could occur.
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Primary Missions and Priorities- Il:

Project Power Despite AntiAccess/Area Denial Challengedn order to crediblyleter potentiahdversaries and to
prevent them from achieving their objectives, theted Statesnust maintain its ability to project power in areas in
which our access arfteedom taoperate are challenged

A In these areas, sophisticated adversaries wilhagmmetric capabilitiego include electronic and cyber warfare,
ballistic and cruise missiles,

A advanced air defenses, mining, and other methods, to complicaipeyational calculus

T

Statessuch as China and Iran will continue to pursue asymmetric nieaesinteiour power projection
capabilities, while the proliferation gbphisticated weapom@nd technology will extend to nestate actors as
well.

A Accordingly theU.S. militarywill invest as required to ensure its ability to operate effectively inatessand
area denial (A2/AD) environments

A Thiswill include implementing thdoint Operationahccess Concept, sustaining our undersea capabilities,
developing anew stealttbomber, improving missile defenses, and continuing efforts to entfamcesiliency
and effectiveness of critical spabased capabilities

Operate Effectively in Cyberspace and Space Modern armed forces cannot conduct high-tempo, effective
operationsvithoutreliableinformationandcommunicatiometworksandassuredccesso cyberspacandspace

A Today spacesystemsand their supportinginfrastructureface a rangeof threatsthat may degrade disrupt, or
destroyassets

A Accordingly DoD will continueto work with domesticand international allies and partners and investin
advancedapabilitiesto defendts networks pperationalcapability, andresiliencyin cyberspacandspace

11



Primary Missions and Priorities- IlI:

Maintain a Safe, Secure, and Effective Nuclear DeterrenAs long asnuclear weapongemain in existence, the
United States will maintain a safe, secure, effiective arsenal

A Wewill field nuclear forces that can under any circumstances cordroativersaryith the prospect of
unacceptable damage, both to deter poteatiaérsaries anid assure U.S. allies and other security partners that
they can count oA me r isecarify@ommitments

A Itis possible that our deterrence goals can be achievedansthallemuclear forcewhich would reduce the
number of nuclear weaponsaonr inventoryas well as their role in U.S. national security strategy

Defendthe Homeland and Provide Support to Civil Authorities.U.S. forceswill continueto defend U.S. territory
from direct attack by state and netate actors.

A We will alsocome to the assistance of domestic civil authorities in the event such defenseifeisse of
natural disasters, potentially in response to a very significatesr catastrophievent.

A Homelanddefense and support to civil authorities require stystepdystateforce readiness, to include a robust
missile defense capability. Threatshe homelananay be highest when U.S. forces are engaged in conflict witt
anadversary abroad.

Provide a Stabilizing Presence. U.S. forces will conduct a sustainable pace of presence operations abroad, induding
rotational deployments and bilateral and multilateral training exercises .

A Theseactivitiesreinforcedeterrencehelpto build the capacityandcompetencef U.S,, allied, andpartnerforces
for internalandexternaldefensestrengtheralliancecohesionandincreasdJ.S. influence

A A reductionin resourceswill requireinnovative and creativesolutionsto maintain our supportfor allied and
partnerinteroperabilityand building partnercapacity However,with reducedresources thoughtfulchoiceswill
needto be maderegardingthelocationandfrequencyof theseoperations

12



Primary Missions and Priorities- |V

Conduct Stability and Counterinsurgency Operations. In the aftermathof the warsin Irag and Afghanistan,the
United Stateswill emphasizenon-military meansand military-to-military cooperationto addressinstability and
reducethedemandor significantU.S. force commitmentgo stability operations

A

A

A

U.S. forceswill neverthelesde readyto conductlimited counterinsurgencyand other stability operationsif
required operatingalongsidecoalitionforceswherevempossible

Accordingly U.S. forces will retain and continue to refine the lessonslearned, expertise,and specialized
capabilitiesthathavebeendevelopedverthe pasttenyearsof counterinsurgencgndstability operationsn Iraq
andAfghanistan

HoweverU.S forceswill nolongerbesizedto conductiarge-scale prolongedstability operations

Conduct Humanitarian, Disaster Relief, and Other Operations. The nationhasfrequentlycalleduponits Armed
Forcesto respondto a rangeof situationsthat threatenthe safetyand well-being of its citizensand thoseof other
countries

A U.S. forcespossessapidly deployablecapabilities including airlift and sealift, surveillance medicalevacuation

and care,and communicationghat can be invaluablein supplementindeadrelief agencieshy extendingaid to
victims of naturalor manmadedisastershothathomeandabroad

DoD will continueto developjoint doctrineandmilitary responseptionsto preventand,if necessaryespondo
massatrocities

U.S. forceswill alsoremaincapableof conductingnoncombatantevacuationoperationsfor Americancitizens
oversea®nanemergencyasis

13



Toward the Joint Force of2020- |

To ensure success in these missions, several principles will guide our foqm®grain development

First, given that we cannot predict how the strategic environment wikvolve withabsolute certainty, we will
maintain a broad portfolio of military capabilities that, in the aggregate offer versatility across the range of
missions described above

A The Department wilinake clear distinctions bot#mongthe key sizing and shaping missions listétve and
betweerthese mission areas and all other areas of the defense program.

A Wholesale divestmemif the capability to conduct any mission would be unwise, baséistorical and
projected uses of U.S. military forces and our inability to predict the future

A Likewise DoD will manage the force in ways that protect its ability to regenerate capabitligsnightbe
needed to meet future, unforeseen demands, maintaining intellectual eaplit@nkstructure that could be
called upon to expand key elements of the force

Second, we have sought to differentiate between those investments that shouldragle todayand those that
can be deferred. This includes an accounting of our ability to maka coursechange that could be driven by
many factors, including shocks or evolutions irthe strategic operational, economic, and technological spheres.

A Accordingly the concepd f fi r e v dnclsdindpthelvéctbrg gndvhich we place our industrial base, our
people ouractivereserve component balance, our posture, and our partneeshpghasisis akey partof our
decision calculus

Third, we are determined to maintain a ready and capable force, even as we reduma overall capacity. We
will resist the temptation to sacrifice readiness in order to retéornce structure and will in fact rebuild readiness
in areas that, by necessity, wedeemphasized ovéhe past decade

A Anill-prepared force will be vulnerable to corrosion in its monaeruitmentand retention. Unless we are
prepared to send confident, wathined,and properhequipped men and women into battle, the nation will risk
its mostimportant militaryadvantage a the health and quality of the\Vallunteer Force.

14



Toward the Joint Force of2020- Il

Fourth, the Department must continue to reduce thefi ¢ cokdbing business 0

A

This entails reducinghe rate of growth of manpower costs, finding further efficiencies in ovedrehd
headquartersbusiness practices, and other support activities before taking furthennmsketinghe demands
of the strategy.

As DoD takes steps to reduce its manpower ctstsicludereductions in the growth of compensation and health
care costs, we will keefaith with those who serve.

During the past decade, the men and women who comprise tWelAiiteer Forcdave showiversatility,
adaptability, and commitment, enduring the constant stress anddstfiginting two overlapping conflicts.

Theyhave also endured prolonged argeated deploymentSome a more than 46,000 men and women a have
been wounded, arstill othersa more than 6,200 members of the Armed Forces a have lost their litbs. As
Departmenteduces the size of the force, we will do so in a way that regbests sacrifices

Thismeans, among other things, taking concrete steps to facilitaiatisgion ofthose who will leave the
service. These include supporting programs to elprans translat@eir military skills for the civilian
workforce and aid their search for jobs.

Fifth, it will be necessary to examine how this strategy will influence existing campaigmd contingencyplans
so that more limited resources may be better tuned to their requirements.

A

This will include a renewed emphasis on the need for a globally networked apfoateterrenceand warfare

Sixth, the Department will need to examine the mix of Active Component (AC) andeserve Componen{RC)
elements best suited to the strategy.

A

Overthe past decade, tiNational Guardand Reserves have consistently demonstrated their readiness and ab
to make sustainedontributions to national security. The challenges facing the United &idgsandn the

future will require that we continue to employ National Guard and Refmces.Theexpected pace of
operations over the next decade will be a significant driveleterminingan appropriate AC/RC mix and level of
RC readiness.

15



Toward the Joint Force of2020- Il

Seventh, as we transition out of Irag and draw down in Afghanistan, we will takextra measurego retain and
build on key advancements in networked warfare in whichoint forces have finally become truly
interdependent

A Thisimperative will shape a numbef Departmentatlisciplines, ranging from establishing warfighting
requirements to the wayur forcestrain together

Finally, in adjusting our strategy and attendant force size, the Department will makevery effort to maintain
an adequate industrial base and our investment in science and technology.

A We will also encourage innovation in concepts of operativrer the past ten yeathe UnitedStates and its
coalition allies and partners have learned hard lessons and apphieaperationahpproaches in the counter
terrorism, counterinsurgency, and secuitiice assistancarenas, most often operating in uncontested sea and
environments.

A Accordingly, similar work needs to be done to ensure the United States, itsaaltigsartnerare capable of
operating in A2/AD, cyber, and other contestp@rating environments

A Tothat end, the Department will botincourage a culture of change ane prudentvith itsii s ecerd, 0
balancing reductions necessitated by resource pressgilinetheimperative to sustain key streams of innovation
that may provide significant loragrm payoffs.

The United States faces profound challenges that require strong, agile, and capabigitary forces whose

actions are harmonized with other elements of U.S. national powe&dur global responsibilities are significant;

we cannot afford to fail. The balancebetween availableresources and our security needs has never been more
delicate. Force andorogram decisionsmade by the Department of Defense will be made in accordance with the
strategic approachdescribed in this document, which is designed to ensure our Armed Forcesn meetthe
demands of theU.S. National Security Strateggt acceptablerisk.

16



By the Numbers

7 1tos now expected that Obama wil |l
Combat Operationsd down from the nearly $115 billion in OCO funds
provided for the current fiscal year

1 The base budget will likely be reduced to about $523.8 billion, or roughly
$8.5 hillion below FY2012 appropriations. After this adjustment, the
budget numbers show annual real growth of about $10 billion to $12
billion from FY14 into out -years

Limits on Discretionary Budget Authority for Fiscal Year 2012

(Millions of dollars)

Security Nonsecurity Total
Caps Set in the Budget Control Act 684,000 359,000 1,043,000
Adjustments
Overseas contingency operations 126,544 0 126,544
Disaster relief 6,400 4053 10,453
Program integrity* 0 483 483
Subtotal 132,944 4,536 137,480
Adjusted Caps for 2012 816,944 363,536 1,180,480

Source: Congressional Budget Office,
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Limits on Discretionary Budget Authority for Fiscal Years 2013 to 2021

(Millions of dollars)

2013 2014 2015 2016 2017 2018 2019 2020 2021
Caps Setin the
Budget Controf Act®
Defense 546,000 556,000 566,000 577,000 590,000 603,000 616,000 630,000 644,000
Nondefense 501,000 510,000 520,000 530,000 541,000 553,000 566,000 578,000 590,000
Total 1,047,000 1,066,000 1,086,000 1,107,000 1,131,000 1,156,000 1,182,000 1,208,000 1,234,000
Effect of Automatic
Enforcement Procedures”
Defense n.a. 54649 54649  -54.650 -54 650 -54651  -54651  -54651 -54 652
Nondefense n.a. 37937 37321  -36,568 -36,218 -35,648  -34,672 -33,301 -32,910
Total n.a. 92586 91970 -91218 -90,869 -90,298  -89323  -87,952 -87,562
Revised Caps
Defense 546,000 501351 511,351 522350 535350 548349 561349 575349 589348
Nondefense 501,000 472,063 482,679 493432 504,782 517352 531328 544699 557,090
Total 1,047,000 973,414 994,030 1,015,782 1,040,131 1,065,702 1,092,677 1,120,048 1,146,438

Source: Congressional Budget Office.

Note: Numbers in the table may not add up to totals because of rounding; n.a. = not applicable.

a. Section 251A of the Budget Control Act of 2011 (Public Law 112-25) specified that a different set of caps would take effect
for 2013 through 2021 to cover defense (budget function 050) and nondefense budget authority if recommendations of the
Joint Select Committee on Deficit Reduction that would reduce deficits by $1.2 trillion over that period were not enacted by

January 15, 2012.

b. The automatic enforcement procedures delineated in the Budget Control Act would reduce the caps on discretionary budget
authority for 2014 through 2021. For 2013, a sequestration of budgetary resources is scheduled to take effect, but no fur-
ther reduction in the caps is specified in the law. Discretionary budget authority for 2013, CBO estimates, would be reduced
by $97.469 million through that sequestration. In addition, a sequestration of mandatory spending is scheduled each year
between 2013 and 2021.

18



Critical Questions

If the funding picture for at least the near term will require the Pentagon to d
less with less, how will the Military serve all of its stated primary missions?
Where will scarce resources be spent and what specific capabilities need to
purchased in order to achieve our goals?

What will happen if sequestration is not averted and the Pentagon needs to
cope with an additional $600 billion in cuts over the next 10 years?

Given the past systemic failure of all branches to efficiently manage their
procurement and acquisition, will these dollars be allocated to maximize the
strategic efficacy and in ways that preserve vital development capabilities
within the US defensendustrial base?

Given that this new guidance operates outside of the QDR/QDDR process,
how will interagency coordination and funding over reconstruction/transition
be accounted for in Afghanistan and Iraq?

Exactly how do we create smaller and cheaper forces that can be so flexible
ready, and deployable that they can fight and defeat any aggressor in any fit
In every kind of war at once?

How do we maintain an allolunteer force the willingness to stay in military
careers for the years required to be fully effectimad cut spending? What are
the details of the human factors necessary to make such a strategy workabl

19



The Defense Budget Cut
Prior to New US Strategy



CBO Estimate of Real Cost of Defense Plans

(Billions of 2012 dollars)

. FYDP . Beyond the
800 Actual Period FYDP Period
700 : : CBO Projection®
Base Budget Plus OCO Funding® ; ;
600 - : " __-___----------—-
Extension of FYDP®
500
400 Base Budget®
300 —
200 —
100 —
0 | | | | | | . | . | |
1980 1985 1990 1995 2000 2005 2010 2015 2020 2025 2030

Source: Congressional Budget Office.

Note: FYDP = Future Years Defense Program; FYDP period = 2012 to 2016, the years for which the Department of Defense’s (DoD’s) plans
are fully specified.

a. Base-budget data include supplemental and emergency funding before 2002.

b. For 2002 to 2012, supplemental and emergency funding for overseas contingency operations (OCO), such as those in Afghanistan and
Iraq, and for other purposes is shown separately from the base-budget data. The amount shown for 2012 has been requested but has not
been appropriated.

c. The CBO projection of the base budget incorporates costs that are consistent with DoD’s recent experience.

d. For the extension of the FYDP (2017 to 2030), CBO projects the costs of DoD’s plans using the department’s estimates of costs to the
extent they are available and costs that are consistent with the broader U.S. economy if such estimates are not available.

CBO, Long Term Implications of 2012 Future Years Defense Program ,June 23, 2011, p. viii.
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Key Terminations:FY2016FY2012
FY2010

A F-22 production

A Transformational Satellite

A Combat search and rescue helicopter.

A VH-71 Presidential helicopter

A Multiple Kill Vehicle and Kinetic energy Interceptor
A Future Combat Systems Program

Proposed for FY2011

A C-77 procurement

A Second Joint StrikEighter engine

A Large cruiser (CG(X)

A Navy intelligence aircraft (EP(X))

A Third generation infrared surveillance (3GIRS)

Restructurings for FY2012

A Ar my 6 s -launchefl adeaaced medium range air to air missile
(SLAMRAAM)

A Non line of sight launch system (NLAS)

A Expeditionary vehicle

A Restructure B5 program and increase FA8 procurement

OSD Comptroller, FY 2012 Budget Request  -Oveniew, February 2011, pp. 45  -1t04 -3
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Gates Savings Plarf-Y2012FY2016 1/2

Secretary Gatgzroposedb178 billion in savings andchanges Military Services were allowed teeep their
savings of $100 billiorand invest them in high priority requirementse other $78 billion usedfor deficit
reduction to accommodate a topline reduction of $78 billion for FY 20 2016.

$100billion for shift to high priority requirements
Army ($29.5 billion)
A Reducenfrastructurecivilian andmilitary manning($1.1 billion).
A Saveon military constructioncostsby sustainingexistingfacilities ($1.5 billion).
A Consolidatee-mail infrastructureanddatacenterg$0.5 billion).
A Cancelprocuremenbf SLAMRAAM ($1.0 billion).
A TerminateNortline of SightLaunchSystem($3.2 billion).
A Reduceecruitingandretentionincentivesandothermanninginitiatives ($6.7 billion).
Navy ($35.1 billion)
A Reduceashoremanpowerreassigrpersonneto operationakhips& air units ($4.9 billion).
A Increasauseof multiyear procurementontractsor shipsandaircraft($4.0 billion).

A DisestablishSecondFleet headquartersstaffs for submarine patrol aircraft, and destroyersquadrons
andonecarrierstrike groupstaff ($1.0 billion).

A TerminateExpeditionaryFighting Vehicle ($2.8 billion).
A Reducdossil energyconsumptior($2.3 billion).

OSD Comptroller, FY 2012 Budget Request  -Oveniew, February 2011, pp.5 -2t05 -6
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Gates Savings Plarf-Y2012FY2016 2/2

Air Force ($33.3 billion)

A Reorganization$4.2 billion), e.g., consolidatefour operationsand three numberedAir Force staffs, and
streamlinethe InstallationSupportCenter

A Improvedepotandsupplychainbusinesgprocesse£$3.0 billion).
A Reducéuel andenergyconsumptiorwithin theAir ForceMobility Command$0.7 billion).
A Reduceor terminateprograms($3.7 billion), e.g., terminateAir ForcelnfraredSearchandTrack Program
A Reducdacility sustainmen¢$1.4 billion).
A Reducecostof communicationsnfrastructureby 25 percent($1.3 billion).
SOCOM ($2.3 billion)
A Terminatethe JointMulti-Mission Submersiblerogram($0.8 billion).

A Consolidatemultiple task ordersinto a single SpecialOperationsForceslnformation TechnologyContract
($0.4 billion).

A ReduceprogramswhereServicecommonequipmenimeetsrequirement$$0.2 billion).

OSD Comptroller, FY 2012 Budget Request  -Oveniew, February 2011, pp.5 -2t05 -6
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Reallocation of $100 BillionFY2012FY2016 1/2

Serviceswill use $28 billion in savings to deal with higher than expected operating costs

Army

A Provide improved suicide prevention and substance abuse counseling for soldiers.

A Modernize battle fleet of Abrams tanks, Bradley Fighting Vehicles, and Stryker vehicles.
AAccel erate fielding of the Armyodés new tact i

A Enhance intelligence, surveillance, and reconnaissance (ISR) assets: Buy mb2e MC
reconnai ssance aircraft, accelerate procur e
and develop a new vertical unmanned air system.

Navy
A Accelerate development of a new generation of electronic jammers.
A Increase the repair and refurbishment of Marine equipment.

A Allocate savings from Expeditionary Fighting Vehicle (EFV) termination to enhance Marine
ground combat vehicles.

A Develop a new generation of searne unmanned strike and surveillance aircraft.

A Buy more of the latest modelF8s and extend the service life of 150 of these aircraft as a hedge
against more delays in the deployment of the Joint Strike Fighter.

A APurchase six additional shipsncluding a destroyer, a Littoral Combat Ship, an ocean
surveillance vessel, and three fleet oilers.

OSD Comptroller, FY 2012 Budget Request  -Oveniew, February 2011, pp.5 -2t05 -6
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Reallocation of $100 BillionFY2012FY2016 2/2

Air Force

A Buy more of the advanced Reaper Unmanned Aerial Vehicles (UAVs). Going forward, advanced
unmanned strike and reconnaissance capabilities will become an integrated part of the Air
Forcebs regular institutional force struct.

A Increase procurement of the Evolved Expendable Launch Vehicle to assure access to space for
both military and other government agencies while sustaining our industrial base.

A Modernize the radars of F5s to keep this key fighter viable well into the future.
A Buy more simulators for Joint Strike Fighter air crew training.

A Initiate a program to develop and procure a new bomber that will bedmg, nuclear
capable, and capable of penetrating hostile airspace. This aircraft will have the option of being

piloted remotely. It will be developed using proven technologies, an approach that should make |
possible to deliver this capability on schedule and in quantity.

OSD Comptroller, FY 2012 Budget Request  -Oveniew, February 2011, pp.5 -2t05 -6
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$78 Billion in Actual SavingsFY2012FY2016 1/2

A Combinedwith a governmentvide freeze on civilian salaries and other chariggsould
yield about $78 billion in savings over the next 5 years.

A Hold DoD civilian hiring at FY 2010 levels ($13 billion). A Deide freeze on civilian
workforce levels through FY 2013. Only limited exceptidormaost notably, increases in
the acquisition workforce in support of

ACivilian pay freeze ($12 billion). Follo
enacted a governmentide freeze on civilian salaries in CY 200.CY 2012.

A Defense Health Program ($8 billion). Our DoD leaders are proposing reforms in military
health care to better manage medical cost growth and better align the Department with thi
rest of the country. These will include initiatives to become more efficient, as well as
modest increases to TRICARE fees for working age retiredgth fees indexed to adjust
for medical inflation. Details are in Chapter 3.

A Defense Agency/Office of the Secretary of Defense ($11 billion). Initiatives include
reducing overhead, staffing, and expenses; more efficient contracting and acquisition; anc
more.

A Disestablish Joint Forces Command ($2 billion).

A Disestablish Business Transformation Agency/reduce intelligence organizations ($0.6
billion).

OSD Comptroller, FY 2012 Budget Request  -Oveniew, February 2011, pp.5 -2t05 -6
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$78 Billion in Actual SavingsFY2012FY2016 2/2

A Reduce service support contracts ($6 billion). For example, the offices of the Under
Secretary of Defense for Policy and for Acquisition, Technology and Logistics between
them will cut nearly 270 contractors. The Defense TRICARE Agency will cut more than
780 contractors, and the Missile Defense Agency more than 360.

A Reports, studies, boards, and commissions ($1 billion). Eliminate about 400 internally
generated reports and cancel all internal @oB-generated reports with date prior to
2006. Starting in February 2011, every report must include the cost of its production,
which will be tracked by a costing database.

A Reduce senior leadership positions ($0.1 billion). Reduce more than 100 flag officers (out
of 900) and about 200 Senior Executive Service or equivalent positions (out of about
1,400).

A F-35 JSF restructuring amdpricing($4 billion).
A Endstrength cut for Army and USMC in FY 2015Y 2016 ($6 billion).

A Adjustments to economic assumptions and other changes ($14 billion). Economic
adjustments include decreases in inflation rates and lower projected military pay raises fo
FY 20127 FY 2016 compared to previously assumed levels. Numerous other changes
across a variety of activities account for the rest of this $14 billion in savings.

OSD Comptroller, FY 2012 Budget Request  -Oveniew, February 2011, pp.5 -2t05 -6
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$400 Billion MoreDuring FY20132023

On April 2011, PresidentBarack Obamaproposesc ut t i ng $400 bil lion from
through the 2023 fiscayearas part of hi s pl an -termdebteidcreasieg t he n
cuts beyond those sought by Defense Secretary Rob&ates in his February 2011 budget

documents.

No official statement on cuts emerges before Budget Act of August 1, 2011.

Some fear will cripple defense. Others, like Center For New American Progress propose
illustrative cuts:

A RedirectDOD6s planned efficiency savings to reduce the ba:

A Roll back postSeptember 11 efforts to grow the ground forces and reduce the number of civilian DOD
personnel concomitant with the reduction in military end strength ($39.16 billion through 2015)

Reduceactive-duty troops in Europe and Asia by onethird ($42.5 billion through 2015)
Cancelthe V-22 Osprey program ($9.15 billion through 2015)
Reform military health care ($42 billion through 2015)

To To Io Do

Limit procurement of the Virginia-class submarine and DDG51 destroyer to one per year; limit procurement
of the littoral combat ship to two vessels per year ($20.04 billion through 2015)

Cut procurement of the Navy and Marine F35 Joint Strike Fighter variants ($16.43 billion through 2015%.

o I

Institute an acrossthe-board reduction in research, development, test, and evaluation funding ($40 billion
though 2015)

A Reform the military pay system as the Quadrennial Review of Military Compensation recommends ($13.75
billion through 2015)

A Cancel procurement of the CVN8O aircraft carrier and retire two existing carrier battle groups and
associated air wings ($7.74 billion)

T

considerretiring two of our existing carrier battle groups.
A Cutthe U.S. nuclear arsenal to 311 operationally deployed strategic nuclear weapons ($33.72 billion)

Lawrence J. Korb , Laura Conley , Alex Rothman; Sensible Defense Cuts: How 1o Save $400 Biflion Through 2015, CFPA, July 6, 2011
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Up to $600 Million More?
Automatic Trigger Impacts of August 1, 2011 Budget Act

The August 1, 2011 legislation effectively calls for $350 billion in cuts over a 10 year period; the same
annual levels at the Gates $400 million reduction over 12 yeai$also would establish a

Congressional Joint Select Committeen Deficit Reduction charged with a goal of reducing the

deficit by at least $1.5 trillion between 2012 and 2021.

If, by January 15, 2012, enactment of legislation originating with the joint select committee does not
achieve an estimated $1.2 trillion in deficit reduction (including an allowance for interest savings),
the bill would require reductions in both discretionary and direct spending to make up for any
shortfall in that targeted savings.

The automatic reductions in spending would be spread evenly over the fiscal years 2013 through
2021; half($600 billion) would come from defense spending and half from nondefense spending,
including both discretionary and direct spending.

The reductions would be implemented as follows:

A The reductions in discretionary spending in 2013 would be accomplished by cutting the budgetary resources
available for defense and nondefense accounts by the respective percentages necessary to achieve the required
reductions for that year.

A The reductions in discretionary spending in 2014 through 2021 would be accomplished by lowering the caps on
discretionary budget authority for those years. For the purpose of lowering those caps, the bill would set separate
caps on funding for defense and nondefense purposes

A The reductions in direct spending would be implemented using the procedures specified in the Statutory PAg-
You-Go (PAYGO) Act of 2010 (title 1of P.L. 1113-139). Under that act, budgetary resources available for programs
subject to the automatic reductions, with the exception of Medicare, would be cut by a uniform percentage
sufficient to achieve the total required outlay savings for a yeaMany direct spending programs and activities
would be exempt, however, including Social Security and other retirement programs, Medicaid, and certain other
programs benefiting low-income people. The legislation would limit Medicare cuts to no more than 2 percent

CBO, " §  ~@d! OFNPOI @d OEdUI EdSUE] EUd " OOUxONd/ EUdOEd] Ul UdUdupdvtuur
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CBO, " §°

The Special JointCommittee

Thel egi sl ati on passed on august 2, 2011 s
identify $1.5 trillion in additional deficit reductions by the end of 2011.

If the Congress does not support its proposals, this would trigger automatic deficit
reductions of $1.2 trillion to defense and rdiefense programs, equally, by 2013.

A The Specialoint Committeanust support addresise cuts that should be made in
our national security efforts by November 2811 by a simple majority vote.

A TheCongress aswst complete upr downvotesby December 23, 2011.

ft he Special Joint Committeebds recommend
massive cuts that apply to a broad national security category that lumps together agency
budgets for the Department of Defense, the Department of Homeland Security, the
Department of Veterans Affairs, the National Nuclear Security Administration, the
intelligence community management account B® 1 O 11 054), and all budget

accounts in budget function 150 (international affairs) without any need to review the
differentimpact of such cuts or debate their impact.

It also set@annualcaps in budget authority on this security category of $546 billion if the
Speci al Joint Committeeds recommendati on
requires OMB to enforce them.

“@d! OENPOT @d OEd Ul EdSUE] EUd " OOUxONd] EUdOEd,! Ul UdUdupdvtuur 31
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The CBO Re-Estimate of the Challenge:

US Federal Revenues and SpendingExcluding Interest

(Percentage of gross domestic product)
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15 | All Other Spending
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Projected
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1971 1976 1981 1986 1991 1996 2001 2006 2011

Source: Congressional Budget Office.

Note: Other major health care programs include Medicaid, the Children's Health Insurance

Program, and exchanges subsidies and related spending.

CBO, Satement of Douglas W. Elmendorf Director Confonting the 3 AEUT Gl @Policy Challenges before  the

Joint Select Commitiee on Deficit Reduction U.S Congress September 13, 2011, p 35.
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The CBO Re-Estimate of the Rising Cost of Entitlements

(Percentage of gross domestic product)
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Source: Congressional Budget Office.

Note: Other major health care programs include Medicaid, the Children's Health Insurance
Program, and exchange subsidies and related spending.

CBO, Satement of Douglas W. Elmendorf Director Confonting the 3 AEUT Gl @Policy Challenges before  the
Joint Select Commitiee on Deficit Reduction U.S Congress September 13, 2011, p 39.



The Crisis in Defense Spending if
Reductions Take Place

Automatic

(By fiscal year, in billions of dollars)

Total,
2013-
2013 2014 2015 2016 2017 2018 2019 2020 2021 2021
Changes in Mandatory Spending
Defense
Budget authority * * * * * * *
Outlays * * * * * * *
Nondefense
Budget authority -16 -17 -18 -19 -19 -19 -20 21 22 -170
Outlays -16 -17 -18 -19 -19 -19 -20 21 22 -170
Total
Budget authority -16 -17 -18 -19 -19 -19 -20 21 22 -1l
Outlays -16 -17 -18 -19 -19 -19 -20 21 22 171
Changes in Discretionary Spending
Defense
Budget authority -55 -55 -55 -55 -55 -55 -55 -55 55 -492
Outlays -33 -46 51 -53 54 54 54 54 54 454
Nondefense
Budget authority -39 -38 37 -36 -36 -35 34 33 33 -322
Outlays 21 -32 -35 -35 36 35 34 34 33 294
Total
Budget authority -94 -93 92 91 90 -90 -89 -88 87  -813
Outlays -54 -78 -86 -88 90 -89 -89 -88 87  -749
Outlays Resulting from
Sequestration of Mandatory Spending® 2 3 3 4 3 3 4 4 5 31
Changes in Debt-Service Costs® -1 -2 -5 -10 -17 -23 -30 37 -44 -169
Total Impact on the Deficit -68 -94 -105 -114 -122 -129 -135 -142 -148 -1,057

CBO, Estimated Impact of Autormmatic Budget Enforcement  Procedures Spedified in the Buadget Control Act

September 12, 2011, p 3.

Notes For enforcement purposes,
section302 of the BudgetControl Act

establishesa goal of $1.2 trillion in

reductions and stipulates that 18

percentof that amountbe considered
reducedspendingfor debtservice,with

the remainder split equally between
defenseand nondefensespending In

this analysis,the $1.2 trillion goal is

allocatedasfollows:

A Total Goal for ReductiongBillions
of dollars)-$1,200B

A stipulatedreductionfor debtservice
-$2168

A Required reduction in defense
budgetaryresources4928

A Required reduction in nondefense
budgetaryresources-$492B

A between$500million andzera

* fBudget a ut h onefers tp dthe
authority provided by law to incur
financial obligations,which eventually
resultin outlays

a. These estimatesreflect subsequent
changesn spendingor someprograms

that would offset estimated savings

stemmingfrom the original reductions

b. iDebts e r vreferstoda changein
interest paymentsfrom a changein
projecteddeficits
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Impact on Total Defense Spending

If none of the specified savings of $1.2 trillion was obtained through legiskatiginatingwith the deficit reduction committee, the automatic
procedures would reduce budgetary resources for national defense (budget function 050) by about $55 billion a year Iandet020. Such
annual reductions would be split proportionally between mandatory and discretionary defense spending. Because mandagonakesng less
than 1 percent of all defense spending, however, CBO estimates that only about $150 million would be sequestered fropdef@ndatprograms
over the 20182021 period. Consequently, almost all of the required deficit reduction in the defense category would havki¢vduklay lowering
the caps on futurdiscretionaryappropriations for defense activities. (Under the Budget Control Act, the discretionary caps would not constrain
spending that is designated by the Congress for overseas contingency operations, suotlatedvafforts in Afghanistan oraq).

The estimated reduction in defense funding from those automatic cuts would require the cap on new defense appro@iimnisdridvered by
10.0percent) The percentage reductions in the caps for later years would be successively smaller, amounting to 8.5 percent in 2021.

Projected Budgetary Resources Subject to Automatic

Reductions

(By fiscal year, in billions of dollars)

Total,
2013-

2013 2014 2015 2016 2017 2018 2019 2020 2021 2021

Defense’
Mandatory outlays subject to sequestration
Limit on discretionary budget authority®

Total

Nondefense®
Mandatory outlays subject to sequestration
Portion of Medicare spending subject to
2 percent limit®
All other nonexempt mandatory spending’

Subtotal

Limit on discretionary budget authorityb

542
63
606

501

571
71

642

510

598
80

678

520

644
83

77

530

671
82

753

541

* * 2

630 644 5,328

630 644 5,330

806 860 6,148
8 90 725

894 950 6,874

578 590 4,889

Total
Percentage Cut to Nonexempt Budget Accounts
Defense
Nondefense
Discretionary
Mandatory
Medicare spending subject to
2 percent limit
Other

10.0

7.8

2.0
7.8

9.8

7.4

2.0
7.4

9.7

7.1

2.0
7.1

9.5

6.8

2.0
6.8

9.3

6.6

2.0
6.6

1,107 1,152 1,198 1,257 1,294 1,336 1,407 1,472 1,540 11,763

87 85 n.a.
58 55 n.a.
20 20 n.a.
58 55 n.a.

CBO, Estimated Impact of Autormmatic Budget Enforcement  Procedres Spedified in the Buadget Control Act

Septeamber 12, 2011, pp. 7-9.

Notes

A =Dbetween zero and $500 million.
ABudget authorityo
authority provided by law to incur
financial obligations, which
eventually result in outlays.

For the purposes of this table,
fdefensed refers
budget function
refers to all other budget accounts.

to
050,

Limits on discretionary budget
authority as specified in section 302 of
the Budget Control Act.

Sequestration cannot exceed 2 percent
for payments made for individual
services covered under Parts A and B
of Medicare and for monthly
contractual payments to Medicare
Advantage plans and Part D plans.

Accounts that are exempt from
sequestration are listed in the Balanced
Budget and Emergency Deficit Control
Act of 1985; 2 U.S.C. 905, 906(d)(7).
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The Resulting Deficit

Deficits in CBO’s Baseline and Assumirfrnd) Continuation of Certain Policies

(Percentage of gross domestic product)

Extend Tax u Maintain Medicare's Payment B Additional

B Baseline Policies Rates for Physicians Debt Service

Illll.l_l_l

2011 2012 2014 2015 2016 2017 2018

Source: Congressional Budget Office.

Mote: "Extend Tax Policies™ reflects the following policy assumptions: Most of the provisions in the 2010 tax act that were originally enacted
in 2001, 2003, 2009, and 2010 are extended (instead of being allowed to expire on December 31, 2012, as scheduled), and the
alternative minimum tax is indexed for inflation. "Maintain Medicare's Payment Rates for Physicians” involves preventing the nearly
30 percent reduction in Medicare's payment rates for physicians’ services that is scheduled to take effect at the end of 2011.
"Additional Debt Service” is the amount of interest payments on the additional debt issued to the public that would result from
the continuation of the specified policies.

CBO, The Buadget and Economic Outiook.: An Update August 2001. Pg. 12

37



The Resulting Debt

Federal Debt Held by the Public

(Percentage of gross domestic product)
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Note: The projected debt with the continuation of certain policies is based on several assumptions:
first, that most of the provisions of the Tax Relief, Unemployment Insurance Reauthorization,

and Job Creation Act of 2010 (Public Law 111-312) that originally were enacted in 2001,

2003, 2009, and 2010 do not expire on December 31, 2012, but instead continue; second,

that the alternative minimum tax is indexed for inflation after 2011; and third, that
Medicare’s payment rates for physicians are held constant at their 2011 level.

CBO, Satement of Douglas W. Elmendorf Director Confonting the 3 AEUT Gl @Policy Challenges before  the
Joint Select Committee on Deficit Reduction U.S Congress September 13, 2011, p. 209
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Optional War Cost



CBO Breakdown of Post War Baseline Costs

(Billions of 2012 dollars)

. FYDP . Beyond the
Actual . Period. FYDP Period
800 T :
oco .o a
Funding CBO Projectionb
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600 | —_——TT -
) ) Military - T
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500 —
Operation and
Support
400 —
300 Operation and Maintenance
200 =
Military Personnel
100 Procurement Acquisition
0 = . : —— 5 - - I I ~ Infrastructure
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Source:  Congressional Budget Cffice.

CBO, Long Term Implications of 2012 Future Years Defense Program ,June 23,2011, p. 5and July 7, 2011.

40



200
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100

US Cost of Wars (2062011): CBO

(In $US billions)

Total Cost of Wars

through FY2011.:

Afghanistan: $386

Iraq: $755

+— Total: $1,266

80

60

40

20

o FYOl | FYO2 | FYO3 | FY04 | FYOS | FYO6 | FYO7 | FYO8 | FYO9 | FY10 | FY11
Other 14 6 23 5 11 13 15 13 14 5 6
® Afghanistan 0 12 14 15 10 14 32 33 49 97 110
H [raq 0 0 54 92 57 91 123 140 93 61 44

Source: Congressional Budget Office
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US Cost of Wars (2062012): CRS

200

Total Cost of Wars
through FY2011.:
180 Afghanistan: $557.3

180

140 -
120 -
100 -
80
60 -
40 -
20 -
O Tevore FY12
o2 | FY03 | FY04 | FYO5 | FY06 | FYO7 | FY08 | FY09 | FY10 | FY1l | ‘poc
Other 13 | 135 | 37 | 21 | 08 | 05 | 01 | 01 | 01 | 01 | 01
= Afghanistan 20.8 | 14.7 | 14.6 | 20 19 | 392 | 434 | 595 | 938 | 118.6  113.7
mIraq 0 53 | 759 | 85.6 | 101.7 | 131.3 | 1421 | 955 | 71.3 | 493 | 17.7

Source: Congressonal Research Senvice
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The Critical Need for Funds for Transition
OMB Estimates for FY2009Y2012:

DOD and State/USAID Budget Authority for Iraq

Budget authority in billions of dollars
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[ State/USAID [ ] DOD

—

2009 Enacted 2010 Enacted

2011 Request

year 6s Budget

2012 Request

request

Military Operations vs. Aid

DOD and State/USAID Budget Authority
for Afghanistan

Budget authority in billions of dollars

140 [ State/lUSAID [ ] DOD
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2009 Enacted 2010 Enacted 2011 Request 2012 Request

I ncl ud e ded kissipns edlullimgr t s

A drawdown of all U.S. troops in Iraq by December 31, 2011, in accordance with thiedd.Security
Agreement, and transfer or closure of over 500 bases to the Government of Irag.

Establishingwo additional regionatonsulatesnd two Embassy Branch Offices and having the State
Department takeesponsibilityfor over 400 essential activities that DOD currently performs.

Establishingoolice and criminal justice hub facilities and security cooperation sites to continue enhancing
security forces and ministry capabilities; carrying on efforts startdiQiy.

Beginningthe responsible drawdown of U.S. forces in Afghanistan by July 2011.

Source: OMB, FY2012 Budget Summary; p. 139

43

t

0]

t



No Money for the Future? DoD Topline
Budget: FY2004FY2016

Real | FY11-12 | FY11-16 FY 2010 — FY 2016
Growth Average Base Growth
CR +3.6% +1.0% Nominal Growth 2.5%
Request -0.7% +0.2% Real Growth 0.5%
$750 - goq 708
667 667 671 6ag 661
601 159 g21 B¢ 50 @ 50
162 118} 50 | S0 @ °
535 18 29 v
a 479 DL L‘ H squest
$500 ) m ! 2
91 $
us RE H H E
S 13 611
= 586 598
s250 | [ ¢ o DH B BE B B )
297 328
$0 -
_ FYO1 FY02 FY03 FY04 FYO5 FYO6 FYO7 FYO8 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY 16
BasdineReal  76% 76% 00% 19% -06% 23% 79% 55% 07% 24% -07% 10% 05% 0% 0%
Growth Numbers may not add due fo rounding
[l BaseBudget [l OCO Funding Non-War Supplemental ## Base Budget Position

Notes

Renvesment Act of 2009

FY 2011 rafects the addiion of the annualized 2011 Continuing Resoluion and an adjustment to the Presidents FY2012 Budget Request

2.2FY 2012 Budget, p. 22
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Cutting War Estimates to Create False Top Line?

Project on DefenséAlternatives:

(dollars current billions)

FY200FY2016

2010 2012 2013 2014 2015 2016 % Change

2010 > 2016
National Defense Discretionary (050) w/o OCO 551.9 578.4 595.9 612.1 624.5 637.6 15.5%
Overseas Contingency Operations (OCQO) 162.3 117.6 50 50 50 50 -69.2%
National Defense (050) Discretionary 714.2 696 645.9 662.1 674.5 687.6 -3.7%
Non-defense Discretionary Spending 543.4 546.7 542.2 546 553.1 566.4 4%
Total Discretionary Spending 1257.6 1242.7 1188.1 1208.1 1227.6 1254 -0.3%
Total Discretionary Spending w/o OCO 1095.3 1125.1 1138.1 1158.1 1177.6 1204 9.9%
National Defense w/o OCO as % 50.4% 51.4 52.4 52.9 53 53

of Discretionary Spending w/o OCO

Sources: Budget of the US Government, Fiscal Years 2012; Undersecretary of Defense (Comptroller), Fiscal Year 2012 Budget Request.

PROJECT ON DEFENSE ALTERNATIVES, MEMO #47, FEB 2011 — Section 1
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CBO Estimate of Defense as Percent of GDP Without Wa

(Percentage of gross domestic product)

- FYDP . Beyond the
Actual : Period - FYDP Period

Base Budget Plus 0CO Fundingb

CBO Projection®
el -%
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2 ' : Extension of FYDPY

Base Budget®

| | | | | L | | |
0
1980 1985 1990 1995 2000 2005 2010 2015 2020 2025 2030

Source: Congressional Budget Office.

Note: FYDP = Future Years Defense Program; FYDP period = 2012 to 2016, the years for which the Department of Defense’s (DoD’s) plans
are fully specified.

a. Base-budget data include supplemental and emergency funding before 2002.

b. For 2002 to 2012, supplemental and emergency funding for overseas contingency operations (OCO), such as those in Afghanistan and
Iraq, and for other purposes is shown separately from the base-budget data. The amount shown for 2012 has been requested but has not
been appropriated.

c. The CBO projection of the base budget incorporates costs that are consistent with DoD’s recent experience.

d. For the extension of the FYDP (2017 to 2030), CBO projects the costs of DoD’s plans using the department’s estimates of costs to the
extent they are available and costs that are consistent with the broader U.S. economy if such estimates are not available.

CBO, Long Term Implications of 2012 Future Years Defense Program ,June 23,2011, p.7. 46



CBO Estimate of Defense Costs With Wars

(Billions of 2012 dollars)

: FYDP : Beyond the
Actual : Period : FYDP Period
9200 : :
800 CBO Projection with
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Source: Congressional Budget Office.

Note: FYDP = Future Years Defense Program; FYDP period = 2012 to 2016, the years for which the Department of Defense’s (DoD’s) plans
are fully specified.

a. Base-budget data include supplemental and emergency funding before 2002.

b. For 2002 to 2012, supplemental and emergency funding for overseas contingency operations (OCO), such as those in Afghanistan and
Iraq, and for other purposes is shown separately from the base-budget data. The amount shown for 2012 has been requested but has not
been appropriated.

The base budget plus OCO funding includes actual funding for the base budget plus supplemental and emergency funding for 2002 to
2011 (the solid portion of the line). For 2012 to 2030 (the dashed portion of the line), it includes CBO’s projection of base-budget costs
plus the OCO funding requested for 2012 and an illustrative example of OCO funding for 2013 to 2030 (under an assumption that the
number of deployed troops decreases to 45,000 by 2015 and remains at that level thereafter).

c. The CBO projection of the base budget incorporates costs that are consistent with DoD’s recent experience.

CBO, Long Term Implications of 2012 Future Years Defense Program ,June23,2011, p. 9. 47



Rising Cost Per Soldier Threat



CBO Estimate of Personnel and O&M Cost Pressures

(Billions of 2012 dollars)

FYDP . Beyond the
Actual . Period : FYDP Period
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Military Personnel
100
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0 l,A I 17 ‘TA 1 | ! : | : | |
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Source: Congressional Budget Office.
Notes: Base-budget data include supplemental and emergency funding before 2002.

FYDP = Future Years Defense Program; FYDP period = 2012 to 2016, the years for which the Department of Defense’s (DoD’s) plans
are fully specified.

CBO, Long Term Implications of 2012 Future Years Defense Program ,June 23,2011, p.7. 49



CBO Breakdown of O&M Cost Per ActiveDuty Service Member

(Thousands of 2012 dollars)
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Source: Congressional Budget Office.

2010

2015 2020
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Note: FYDP = Future Years Defense Program; FYDP period = 2012 to 2016, the years for which the Department of Defense’s

(DoD’s) plans are fully specified.

a. Base-budget data include supplemental and emergency funding before

2002.

b. For 2002 to 2012, supplemental and emergency funding for overseas contingency operations (OCO), such as those in

Afghanistan and Iraq, and for other purposes is shown separately from the base-budget data. The amount shown for 2012 has

been requested but has not been appropriated.

c. The CBO projection of the base budget incorporates costs that are consistent with DoD’s recent experience.

d. For the extension of the FYDP (2017 to 2030), CBO projects the costs of DoD’s plans using the department’s estimates of costs
to the extent they are available and costs that are consistent with the broader U.S. economy if such estimates are not available.

CBO, Long Term Implications of 2012 Future Years Defense Program ,June 23,2011, p. 15.
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Ongoing Manpower Cuts: FY201-EY2016

On January 6, 2011 Secretary Gates explained his decision to reduce the size of the Active Army and Marine
Corps in FY 2015 and FY 2016, saving about $6 bill
would decline by 27,000 troops, while the Marine Corps would decline by somewhere between 15,000 to
20,000, depending on the outcome of their force structure review. These projected reductions are based on an
assumption that Americads ground combat commit ment
end of 2014 in accordance with the Presidentos str

The Figure below shows these end strength reductions compared to FY 2012 levels, and the FY 2007 baseline
levels at which the Army and Marine Corps had been operating. As shown, after these proposed reductions in

FY 2015 and FY 2016, both Services will be well above FY 2007 levels.

FY 2015 - FY 2016 Proposal

End Strength-

Base Budget IB:aYsze(I)i?17e ;: zuo(:szt Change Change Change
(thousands) q Plan from from
FY 2012 FY 2007
Army* 482 547 +65 520 -27 +38
, 187 -15 +12
Marine Corps** 175 202 +27
182 -20 +7

* Excludes end strength funded in FY 2012 OCO budget for 14,600 additional Active Army soldiers — a temporary wartime
allowance — to help the Army meet its commitments in Iraq and Afghanistan.

** Marine Corps will decline somewhere between 15,000 and 20,000 in FY 2015 - FY 2016.

OSD Comprtroller, FY2012 Budget Request  -Overview; February 2011,  p. 5-5
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The Tricare Threat to US Strategy

(Billions of 2012 dollars)

: FYDP Beyond the
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20 Direct Care and Other
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0

Source: Congressional Budget Office.

Notes: Supplemental and emergency funding for overseas contingency operations (OCO), such as those in Afghanistan and Iraq, is included
for 2011 and earlier but not for later years.

CBO, Long Term Implications of 2012 Future Years Defense Program ,June23,2011, p.1 7.
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The Military Retirement Threat to US Strategy
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Military compensation and healthcare expenses have expanded by
nearly 80 percent since 2001, despite a comparatively small 5
percent increase In force size.



RDT&E & Procurement
Problems



CENTER FOR STRATEGIC &
INTERNATIONAL STUDIES

CSIS

The Declining Industrial Base:
Manufacturing in the U.S. Economy

Share of U.S. gross domestic product
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Sources. Bureau of Ecoromic Anal\ss ; the World Bank. The New York Times.
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SemtAffordable Acquisition, Maybe

(Billions of 2011 dollars)

FYDPF . Beyond the
300 Actual | Period : FYDP Period
250

Base Budget Plus
Supplemental and OCO Funding
(2002-2011)

CBO Projection ®
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Source: Congressionzl Budget Office.

Motes: Base-budget data include supplemental funding prior to 2002, Additional funding for overseas contingency operations (0C0) may be
requested in 2011.

FYDP = Future Years Defense Program; FYDP period = 2011 to 2015, the years for which the Department of Defense’s (DoDs) plans
are fully specified.

a. The CBOD projection of the base budget incorporates costs that are consistent with DolYs past experience.

b. The extension of the FYDP extends DoD's plans and uses DoD's estimates of costs if they available and cost factors based on the broader
L5, economy if estimates bv DoD are not available.

CBO, Long Term Implications of 2011 Future Years Defense Program , February 2011, p. 13
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CBO Estimate of Squeeze on Procurement and RDT&E

(Billions of 2011 dollars)
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Source:  Conaressional Budaet Office.

CBO, Long Term Implications of 2011 Future Years Defense Program , February 2011, p.5
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CBO Esti mate of Possi bl e

(Billions of 2012 dollars)
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Source: Congressional Budget Office.

Note: FYDP = Future Years Defense Program; FYDP period = 2012 to 2016, the years for which the Department of Defense’s (DoD’s) plans
are fully specified.

CBO, Long Term Implications of 2012 Future Years Defense Program ,June 23,2011, p. 22.
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CBO Esti mat e t hfecustoflcpodderes O
Possi bl e | BeactBadft | @i r

(Billions of 2012 dollars)

: FYDP : Beyond the
300 Actual : Period : FYDP Period

0CO Funding®
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Source: Congressional Budget Office.
Notes: The amounts shown for the Future Years Defense Program (FYDP) and the extension of the FYDP are the totals for all categories.

FYDP period = 2012 to 2016, the years for which the Department of Defense’s (DoD’s) plans are fully specified;
MDA = Missile Defense Agency.

CBO, Long Term Implications of 2012 Future Years Defense Program ,June 23,2011, p. 22.
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$78 Billion in Equipment Cost Escalation in 2002010

AThe total cost of DODo6s 2010 port
programs has grown by $135 billion, or 9 percent, over the past 2 years, of
which about $70 billion cannot be attributed to changes in quantities of son
weapornsystems.

ATen of DODO6s | argest acquisition |
portfoliodbs total acquisition cos"

AFewer than half of the programs i
established performance metrics for cost growth.

A D O D dwging power has been reduced for almost 80 percent of its portfolic
of major defense acquisition programs.

A On average, the majority of cost growth materialized after programs entere
production, meaning they continued to experience significant changes well
after the programs and their costs should have stabilized.

GAO, Defense Acquisition#ssessments of Selected Weapons Progi@A®-11-233SP March 2011.
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Building Down From $1 Trillion in Procurement Over the
Last 10 Years

Defense Procurement Funding in Billions of Dollars
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Source: Data from the Department of Defense. Greenbook for FY2012. Table 2. 1. Graph from the Stimson Center.
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$78 Billion in Equipment Cost Escalation in 2002010

Changes in Total Acquisition Cost and Program Acquisition Unit Cost for 10 of the
Highest-CostAcquisition Programs

Total acquisition cost
(fiscal year 2011 dollars in millions)

Program acquisition unit cost
(fiscal year 2011 dollars in millions)

Change over

Percentage
change over

Program 2008 estimate 2010 estimate the last 2 years 2008 estimate 2010 estimate the last 2 years
Joint Strike Fighter 249,680 283,674 33,984 101.7 11556 13.6
DDG 51 Destroyer 77,382 04,344 16,961 1,248.1 1,328.8 6.5
C-17A Globemaster llI 75,046 82,347 7,301 385.0 369.3 6.5
Virginia Class 83,194 82,193 -1,002 27731 2,739.8 -1.2
Submarine (SSN 774)

F-22 Raptor 75,200 77,393 2,193 408.7 411.7 0.7
V-22 Joint Services 56,659 56,061 -508 123.7 122.4 -1.1
Advanced Vertical Lift

Aircraft (Osprey)

F/A-18E/F Super 52,824 54,625 1,801 1071 106.1 -1.0
Hornet

Trident Il Missile 50,611 51,410 799 80.2 01.6 1.6
Joint Mine Resistant 22,792 36,375 13,683 156 1.6 7.2
Ambush Protected

(MRAP)

CVN 21 Future Aircraft 30,513 34,186 3,673 10,171.0 11,395.2 12.0
Carrier

Total 773,911 78,696 - — -

852,607

[ TSRS S

GAO, Defense Acquisition#ssessments of Selected Weapons Progi@A®-11-233SP March 2011.
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