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Purpose of the study

Keeping Faith set out to uncover the factors behind the 
significant growth in DoD’s military compensation costs over 
the 2000s, with the goals of:

• Informing the ongoing debate over cuts to the Defense budget
• Providing a basis for better policy decisions going forward

This project was made possible by a generous grant 
from the Smith-Richardson Foundation
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Military compensation costs account for a large and growing 
share of the Defense budget

• In 2012, these costs represented 27 cents of every dollar spent by 
DoD: 11 cents for basic pay, 7 cents for healthcare, 3 cents each for 
retirement and housing, 2 cents for other costs, and 1 cent for food 
benefits

Absent major policy change, these costs will continue to grow 
and DoD’s personnel purchasing power will continue to 
decline

• As a result, even after planned force cuts are taken, a military at 
least 60,000 personnel smaller ten years from now will cost $28 
billion more than it does today 

• Under a best case scenario, this would represent 38 percent of 
DoD’s total budget; under a more pessimistic but still plausible one, 
this could rise as high as 48 percent
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Change in Total Military Compensation Costs, 2000-2012

Source: DoD budget justification materials 2000-2012 and analysis by CSIS New Defense Approaches Project.
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DoD’s military compensation costs grew by 
over 50% in real terms from 2000 to 2012 

Over the same period, active 
duty end strength only grew by 4%
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Healthcare costs went from 14% of DoD
compensation costs in 2000 to 24% 

of total compensation in 2012

Active duty servicemembers accounted for 
73% of DoD compensation costs in 2000, 

falling to 64% in 2012

Guard and Reserve members’ shares of
total compensation remained largely unchanged

-- 12.8% of in 2000 and 12% in 2012
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Compensation Per Active Duty Servicemember,
2000 - 2012 
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Four key factors driving the expansion in military 
personnel costs, 2000-2012

1. Growth in benefit amounts
2. Increase in DoD’s cost to provide benefits
3. Greater benefit use
4. Changes in force composition

Some of these factors were under 
the control of DoD and/or 

Congress; others were not
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Looking Forward

Military
Compensation 

Element

Real Growth, 
2000-2012

Projected Future 
Growth

Healthcare 151% 3-4% per year

Retirement 21% 3-4% per year
Basic pay 15% 1-2% per year

Food 30% Slightly above inflation
Housing 60% Slightly above inflation

Other pays, 
allowances, and costs

36% Slight decline
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Recommendations

1. Policymakers should approach any change to military 
compensation comprehensively

2. The impacts of and effects on military culture should be 
explicitly accounted for in any reform initiative

3. DoD should use available tools to gain a better 
understanding of the priorities and decision-making 
processes of current and potential servicemembers
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Today’s Session

1. Panel discussion
• Where are we now?
• Where are we headed?

2. Questions from the audience

Those watching live on the web may submit 
their questions to  Dberteau@csis.org


