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CSS -
Introduction

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

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

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

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



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

Dealing with a crisis in defense manpower.

Managing the problem of escalating military medical costs.

Properly funding O&M and reset costs.

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

> > > >

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

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

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

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

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

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

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

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

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

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

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

The Defense Manpwer Affordability Issue (pp. 94.08

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

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

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

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

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

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

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

The Modernizationand Procurement Crisis (pp. 11944

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



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

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



The Challenges the Next Administration
Will Have to Face

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

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

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

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

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

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

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

Dealing with a major crisis in defense procurement and the failure to
manage military modernization.
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Estimating the Real Cost of the
Defense Program






