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Introduction
The Biden administration and the U.S. Congress face major challenges in shaping an effective FY2022 defense budget. These challenges include the immediate need
to create a suitable FY2022 budget proposal – a task the administration must complete no later than April – and to determine what work must begin in order to
address the longer-term issues in defense budgeting as part of the FY2022 submission.

This analysis, however, focuses on the need for fundamental reforms in the defense budget’s structure and content, the challenges posed by the rising costs of
mandatory civil spending and Covid-19 aid, as well as the need for a full national security budget. It addresses the three areas where such reforms are critical:

• First, the present Department of Defense budget does not tie spending to strategy in meaningful ways, nor does it show how a given strategy can be tied to a given
region, real plans, budgets, schedules, costs, and measures of effectiveness. The current defense budget submission and the review process rely on an archaic line-
item budget, which is organized largely by major category of spending, such as “personnel” or “procurement,” for individual services, defense agencies, and
military services.

• Second, there are challenges the defense budget and other national security spending now face from massive rises in civil spending. These include the spending
imposed by massive new federal spending in response to the Covid-19 crisis that may well surpass 3 trillion dollars as well as the additional pressures imposed by
the rise in mandatory spending on civil programs, such as health care and Social Security, that have long driven the growth of the federal budget and will continue
to do so at least through 2030.

• Finally, the defense budget process only addresses a limited part of the total national security spending of the United States. It does not include the massive and
growing spending on Veterans Affairs, and it does not address the civil aspects of national security: spending by other departments and agencies like the
Department of State, the Department of Homeland Security, and intelligence agencies that are not part of the Department of Defense.

In the process, it shows that the Biden administration needs to look far beyond the coming fiscal year and to make major reforms in the ways that the defense and
national security budgets are structured, reported, and justified – and particularly how they should be used to develop and implement an effective national security
strategy.

A Budget Driven by Military Service Shopping Lists rather than Strategy

The present U.S. defense budget process has many critical flaws. The most important flaw is that the budget submission and the review process are now driven by the
shopping lists of the military services and key elements of the Department of Defense.

This does not present a budget that reflects a strategy at the joint and command levels, justifies the funding of the joint military’s needs in key regions or in key
functional areas of defense, or uses key analytic tools like net assessment and meaningful program budgeting.

The focus on the spending of each military service ignores the fact that the U.S. is now committed to joint/all-domain warfare and that the U.S. shapes its defense and
national security strategies largely in terms of its regional and functional military commands, its strategic partnerships, and the need for foreign aid to the civil and
law enforcement sectors of other countries.
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Aside from the broad rhetoric about strategic intentions, the defense budget submission does not address these critical aspects of defense. It focuses almost
exclusively on the service by service details of planned spending – consistently failing to control the rise in personnel and operations and maintenance (O&M) costs
as well as also failing to deploy key procurement programs at the estimated cost and time along with the promised effectiveness.

It is at best a mid-20th Century budget for a very different 21st Century. As a recent report by the Director of Operational Test and Evaluation notes,
We are now 20 years into the 21st century but, in many ways, DoD acquisition functions appear to be stuck in the 20th century. Our processes are too slow. By the time many of our systems
roll off the production line, the requirements against which they were designed are decades-old and no longer capture the threat or warfighter needs. With our near-peer adversaries rapidly
gaining ground, and even getting ahead of us in certain areas, continuing along this path is dangerous!

The current budget also reflects the virtual collapse of any effort to create a meaningful posture or a working planning, programming, and budgeting system (PPBS).
Key budget reforms made under the Eisenhower and Kennedy administrations have largely collapsed, and new reforms have not been implemented.

There are many reasons for these failures, but the broader causes include the collapse and break-up of the former Soviet Union in the early 1990s. They include the
poorly structured efforts to create the Quadrennial Defense Reviews from 1997 to 2014 that tried to look too far into the future and were decoupled from
programming, planning, and budgeting efforts. They include the narrow focus on terrorism and extremism that occurred in 2001, the reaction to the Great Recession
of 2008, and the absurdities in budgeting imposed by the Budget Control Act of 2011 that led to budget caps and sequestration efforts.

More recently, they have included the failure to link the broad strategic rhetoric in the new National Security Strategy (NSS) and National Defense Strategy (NDS)
that were issued in 2017 and 2018 respectively, to tangible plans, programs, and budgets in the budget submissions that followed. They have also included a growing
emphasis over the last four years on worst case war fighting with China and Russia; withdrawals from overseas bases; and a self-seeking focus on burden sharing,
arms sales, and transactional relations in dealing with strategic partners.

In spite of recent claims that the recent defense budgets have been “strategy driven,” they have actually been driven by each military service, focused on the coming
or current fiscal year, and often provided little more than placeholder estimates for spending in future years. They have remained exercises where broad, global
strategic rhetoric has rarely been linked to any form of substance.

A Deeply Flawed Defense and National Security Budget Process

This report addresses these issues in detail and suggests major reforms in each area. They include a return to an effective planning, programming and budgeting
system; a focus on the major combatant commands as key “programs” that can be clearly linked to key strategic needs and challenges; and a focus on the Future Year
Defense Program (FYDP) rather than simply the budget for the coming fiscal year.

It addresses the ways in which defense planning and budgeting have steadily declined in quality and coverage and in which there has been minimal real-world
progress in tying the defense budget to an overall national security budget. Much of the progress in creating an effective planning, programming, and budgeting
system (PPB) that began under the Eisenhower and Kennedy administrations has been lost. At the same time, the outside need for a defense budget reform has
steadily increased.
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It addresses the fact that the defense budget process is largely decoupled from the analysis of the overall trends in federal spending. Changes in taxation and
economic policy over the last four years have greatly increased the deficit and federal debt that they were intended to reduce.

At the same time, it shows that the need for an integrated approach to shaping the spending on national security and civil programs has grown sharply since the start
of 2020. The Covid-19 crisis has led to massive new forms of federal spending on civil aid efforts, and all of this is layered over increases in entitlement spending in
areas like medical programs and Social Security that have already led to decades of major increases in federal spending and that now call for similar increases
through at least 2030.

The rest of the budget brief focuses on the need to properly plan and budget all national security spending – including spending in the civil sector. It addresses the
need to consider the full range of national security spending – including for Veterans, the Department of Homeland Security, and intelligence agencies. It also
addresses key issues regarding continuing management of key program activities within the Department of Defense (DoD).

Available in Two Versions
Because of the complexity of the data involved, the analysis is available in two forms. This version provides a wide range of supporting data in the form of
spreadsheets, charts, and tables. These data are complex; often contradictory or uncertain; and – to put it frankly – have to be provided in the visual form of charts,
graphs, and spreadsheets. It takes time and patience to compare and understand them. They do, however, provide clear illustrations of the key issues involved.

The data in this PowerPoint version are drawn largely from official U.S. government reporting, and it provides a detailed quantitative picture of the failures and
uncertainties in today’s approach to defense budgeting as well as calls for major changes and reforms. The full PowerPoint version is available on the CSIS website
here.

The second form is a longer, narrative form. It is entitled, The Biden Administration: Strategy and Reshaping the FY2022 National Security Budget, and it is also
available on the CSIS website here.

https://csis-website-prod.s3.amazonaws.com/s3fs-public/publication/210216_Cordesman_Security_Budget_PPT.pdf?nOUREMtykE3hnDSQuSwiBhduyHTMZ9zp
https://csis-website-prod.s3.amazonaws.com/s3fs-public/publication/210216_Cordesman_Security_Budget.pdf?FsqjTQjETSyByayG4b24FX9.a4U.Zgy7
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The Biden administration and Congress face an immediate challenge in forming and reviewing the FY2022 defense 
budget, as shown in Figure One.

At the same time, even the best effort to draft a budget using the current methods and forms cannot meet the nation’s 
broader needs for the most effective possible force posture and an effective national strategy. 

Today, the critical single need for the U.S. defense budget reform is to create a strategy-driven program budget. Today’s 
budget is little more than a long list of the proposed spending for each military service and the efforts to justify such 
spending based on each service’s priorities. 

The documentation for the defense budget request provided on the OSD Comptroller web page as well as the testimony to 
Congress on the annual budget submission all consist of documents that total several thousand pages. These reports, 
however, focus almost completely on the total spending of the Army, the Navy/Marine Corps, and the Air Force, plus 
defense agencies and the nuclear weapons efforts of the Department of Energy. 

They provide little more than generic rhetoric about overall strategy with no supporting explanation or justification of 
how strategy is to be implemented by region or key area of focus. In an era of joint/all-domain warfare, they fail to 
provide any meaningful detail as to how key strategies will be implemented by region or major strategic objective – as 
well as the plans, programs, and spending necessary to implement them. 



Figure One: Major Problems in Reporting Defense Spending
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• Many estimates are DoD spending only. DoD was only $716.2 billion in 
FY2021 request. 

• This excluded nuclear and defense related costs in 050 account. These costs 
raise the total for direct defense spending to $753.5 billion. Increase of 5.2%

• Almost all estimates exclude Veterans Affairs spending, amortization of 
unfunded retirement, and tax expenditures. This raises the total cost of 
defense spending in FY2021 from $753.5 billion in FY2021 to $1,116.5 
billion. Increase of 48%.

• There no longer are any program budget data. Future Year Defense 
Program (FYDP) for FY2022 to FY2025 and Outyear spending estimates 
through 2030 seem to roll forward existing trends with no estimate of major 
strategic changes and are largely meaningless.

• No allowance in Outyear estimates for any new military contingency.

• No clear estimates exist of what strategic partners contribute, and U.S. 
presses for burden sharing without ever giving allies explicit credit. 
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Addressing the Entire Defense Budget
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It should be noted from the start that this analysis relies on an estimate of the total defense budget – which goes substantially beyond the 
spending in the Department of Defense (DoD) alone. Most estimates of U.S. defense spending do include such spending on nuclear weapons 
in the Department of Energy (DoE) and some defense related spending in other federal agencies.

However, Figure Two to Figure Six show that some official estimates of the impact of defense spending only include spending by the 
Department of Defense (the 050 account in the budget). This understates the need to properly plan and program all defense spending as well 
as to properly assess its impact on the total federal budget, the economy, the deficit, and the national debt.

There are good reasons why the Office of Management and Budget (OMB) projections for defense spending – such as the 2019-2030 
projections in the PowerPoint – include the Department of Energy spending on nuclear weapons and the defense-related costs of other 
government departments and agencies like the FBI (the 053 and 054 accounts).

In FY2021, these costs raised the discretionary cost of the Department of Defense budget request from $705 billion for the Department of 
Defense alone, by 5.0% to $740.5 billion. Arguably, defense spending should also include the mandatory spending in the Department of 
Defense account (051), which would have added $10.775 billion or by 1.5%. 

Second, it makes no sense to try to address the serious issues that arise in dealing with the steadily growing spending on Veterans Affairs that 
should be included in the defense budget without fully accounting for the rest of defense spending, which are addressed later in this analysis. 
The same is true of the analysis on the need for an official presentation, justification, and Congressional review of the entire national security 
budget – which would include at least the cost of Veterans Affairs, the Department of State, the Department of Homeland Security, and the 
intelligence agencies and efforts that are not part of the Department of Defense. 

The Department of Defense does need to develop its own budget estimates, but no analysis of national defense spending can validly 
exclude the total cost of at least the spending in the entire 050 account for defense.



Figure Two: Faking the Trends? DoD Low-Balling of the Estimate of Total DoD 
Spending in Introducing Its FY2021 Request
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Based on the spending 
limits established in the 
Bipartisan Budget Act 
of 2019 (BBA 2019), the 
President’s FY 2021 
budget request for DoD 
is $705 billion. This 
budget represents a 
$0.8 billion increase 
over the FY 2020 
enacted appropriation 
excluding natural 
disaster relief 
emergency funding. To 
live within the BBA 
2019 agreement levels, 
the Department made 
tough choices and 
realigned resources to 
sustain and advance 
the recent gains in 
readiness and lethality.

Source: OSD Comptroller, Defense Budget Overview, Irreversible Implementation of the National Defense Strategy, DoD, May 2020, p. 1-4, 
https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/fy2021_Budget_Request_Overview_Book.pdf

https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/fy2021_Budget_Request_Overview_Book.pdf


Figure Three: FY2021 Department of Defense Request – Less Nuclear and 
Veterans

Source: CBO, Long-Term Budget Outlook, October 7, 2020, https://www.cbo.gov/system/files/2020-10/56665-LTBO-Testimony.pdf. 12

https://www.cbo.gov/system/files/2020-10/56665-LTBO-Testimony.pdf


Figure Four: Conference Outcomes of the FY 2021
National Defense Authorization Act

Source: Data from HASC, https://armedservices.house.gov/2020/7/markup-of; SASC, https://www.armed-services.senate.gov/press-releases/sasc-
complete-markup-of-fiscal-year-2021-national-defense-authorization-act; and Arms Control Center, https://armscontrolcenter.org/wp-
content/uploads/2020/12/NDAA-conference-report-new.pdf. 13

https://armedservices.house.gov/2020/7/markup-of
https://www.armed-services.senate.gov/press-releases/sasc-complete-markup-of-fiscal-year-2021-national-defense-authorization-act
https://armscontrolcenter.org/wp-content/uploads/2020/12/NDAA-conference-report-new.pdf


Figure Five: OMB Estimate of DoD Budget: 2019-2030
(Budget Request : As of February 2020)

Source: OMB, FY2021 Budget Submission, Table 24-1, February 2020, https://www.whitehouse.gov/wp-content/uploads/2020/02/24-1_fy21.pdf. 14

https://www.whitehouse.gov/wp-content/uploads/2020/02/24-1_fy21.pdf


Figure Six: OMB Estimate of DoE Defense, Defense Related, and Total Defense  
Budget: 2019-2030

(Budget Request : As of February 2020)

Source: OMB, FY2021 Budget Submission, Table 24-1, February 2020, https://www.whitehouse.gov/wp-content/uploads/2020/02/24-1_fy21.pdf. 15

https://www.whitehouse.gov/wp-content/uploads/2020/02/24-1_fy21.pdf
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Strategy Without Plans, Programs, Budgets, and a 
Real FYDP
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That said, the key need for budget reform is far more substantive and requires the budget process to address a real “strategy driven” budget. The supporting 
PowerPoint provides a summary of this strategic rhetoric, which is drawn from the FY2021 Department of Defense budget submission and the final committee 
reports of the Senate and House Armed Services Committees. These excerpts summarize the reporting on strategy presented by OMB’s justification in the FY2021 
defense budget request, the Department of Defense budget justification, and the Senate Armed Services Committee (SASC) and House Armed Services Committee 
(HASC) final conference reports on the budget. The hollow content of their strategic rhetoric is all too clear.

Such excerpts, however, can only tell part of the story. To fully understand the scale of the failure to address a strategy in today’s defense budget process – and in the 
way the budget is reported and addressed – it is necessary to at least skim through the full range of budget documents provided by the Department of Defense. These 
documents are shown on the OSD Comptroller web page. (https://comptroller.defense.gov/Budget-Materials/Budget2021/). 

There are almost no discussions in this vast mass of budget narratives and data that actually tie future spending to the implementation of strategy in given regions. 
There are also none that address the effectiveness of defense-wide efforts in strategic terms or that describe the impact of defense spending on U.S. force postures and 
their ability to deter and defend. 

The Department of Defense’s budget requests do mention strategy in passing. In fact, the FY2020 budget request described itself as a “strategy-driven” budget, and 
the FY2021 budget request called itself an “irreversible implementation” of the National Defense Strategy issued in 2018. In practice, however, these budgets focused 
largely on line-item spending by military service.

There were only limited – and often had no ties between the data or the justification in budget requests with actual strategy. The discussion focused almost 
exclusively on service-by-service spending, readiness, and broad areas of modernization.

https://comptroller.defense.gov/Budget-Materials/Budget2021/
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A Road Paved with Annual Good Intentions: Failing 
to Set Meaningful Longer-Term Strategic Goals
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If one compares the excerpts of strategy in the Power Point with the details of the budget request, this lack of any real link between strategy and spending in the 
FY2021 defense budget submission becomes brutally clear. Like the new National Security Strategy and the National Defense Strategy documents issued in 2017 and 
2018 respectively, they do not define any clear path to actual implementation, and the vast majority of the “strategy” reporting in the rest of the budget justification 
consists of discussions about the spending priorities of each military service.

No amount of budget documentation that is only focused on the four separate sets of requests by the Navy, Marines Corps, Army, and Air Force can address the 
complex issues needed to shape a real strategy-driven budget – especially in an era where the Joint Chiefs focus more and more on joint/all-domain forces and 
operations.

Ironically, the few excerpts in the PowerPoint that do provide some substantive discussion of strategy took place in the Senate and House Armed Services 
Committees’ mark-ups of the budget request. Even then, these references were not tied to a specific program’s initiatives and budget costs. 

Only the Navy makes at least one detailed comparison of the U.S., Chinese, and Russian forces in the FY2021 Defense Budget Overview (pp. 9-11 to 9-12). The 
other references to strategy consisted of broad rhetoric that had no specific content or that was so vague that it was little more than a demonstration of the Buddhist 
koan that asks, “what is the sound of one hand clapping.”

There also is little discussion of the links between strategy and budgets outside the budget process. No serious effort is made to tie recent budget requests to net 
assessments of the threat or the role of strategic partners in key regions and aspects of U.S. strategy. With the exception of the annual DIA report on Chinese military 
power, no serious effort was made to describe the changes in the threat. No comparisons are made of the requested level of U.S. military spending relative to key 
threats like China and Russia or on the impact of their spending on military capability.

As for the intelligence community, it provides little more than erratic annual reports on key threats – rarely addressing comparative trends and then only consistently 
touching upon the growing threat from China, and occasionally from Russia and Iran. No real effort is made to tie military spending to the civil spending done by the 
State Department and USAID or to link the security efforts of the Department of Homeland Security to the Department of Defense spending in order to counter 
extremism and terrorism.



Figure Seven: The Near-Certain Reversibility of an “Irreversible Strategy”?

20

• No real detail on implementation of new strategy documents issued in 
2017 and 2018.

• Budget is not strategy driven, but it is driven by input category and by 
military service.

• No detail by key area of net assessment with threats and value of 
allies and no comparison of relative military/defense spending 
efforts.

• No detail on change in capabilities by mission or major U.S. 
command.

• No details on new strategy and force plans after Secretary Esper 
was fired.

• Only real efforts to summarize strategy are in Senate and House 
summary reports on their respective mark-ups of FY2021 budget, 
and they provide no details on key cost and budget impacts are 
reported. 



Figure Eight: OMB on Countering Emerging Threats in the FY2021 Budget 
Request - I
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Source: OMB, “Countering Emerging Threats,” Budget of the United States Government, February 2020, pp. 9-11, 
https://www.govinfo.gov/content/pkg/BUDGET-2021-BUD/pdf/BUDGET-2021-BUD-3.pdf. 

https://www.govinfo.gov/content/pkg/BUDGET-2021-BUD/pdf/BUDGET-2021-BUD-3.pdf


Figure Eight: OMB on Countering Emerging Threats in the FY2021 Budget 
Request - II
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Source: OMB, “Countering Emerging Threats,” Budget of the United States Government, February 2020, pp. 9-11, https://www.govinfo.gov/content/pkg/BUDGET-2021-
BUD/pdf/BUDGET-2021-BUD-3.pdf. 

https://www.govinfo.gov/content/pkg/BUDGET-2021-BUD/pdf/BUDGET-2021-BUD-3.pdf


Figure Eight: OMB on Countering Emerging Threats in the FY2021 Budget 
Request - III
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Source: OMB, “Countering Emerging Threats,” Budget of the United States Government, February 2020, pp. 9-11, https://www.govinfo.gov/content/pkg/BUDGET-2021-
BUD/pdf/BUDGET-2021-BUD-3.pdf. 

https://www.govinfo.gov/content/pkg/BUDGET-2021-BUD/pdf/BUDGET-2021-BUD-3.pdf


Figure Nine: OMB on the Department of Defense in the FY2021 Budget Request 
- I

24Source: Excerpted from OMB, “Department of Defense,” Budget of the United States Government, February 2020, pp. 33-36, https://www.govinfo.gov/content/pkg/BUDGET-
2021-BUD/pdf/BUDGET-2021-BUD-9.pdf. 

The Budget provides the necessary resources for DOD to protect and defend the homeland, 
maintain balances of power in key regions of strategic importance, and exert a sphere of influence 
that supports U.S. security and prosperity. Ultimately, the Budget reflects the President’s 
commitment to ensure America’s military remains second to none, both today and into the future. 

Underpinned by the 2018 National Defense Strategy, the Budget sustains and builds on efforts over 
the last three years to prioritize investments in modernization, lethality, and innovation that provide 
the Nation’s warfighters a competitive advantage against growing threats from near- peer 
adversaries, such as China and Russia; deter aggressive regional challengers; and maintain pressure 
on terrorist groups throughout the world. The Budget continues the Administration’s work to 
rebuild the military and improve readiness, while balancing the need for reform, efficiency, and 
accountability at every level. 

The Budget supports U.S. military dominance in all warfighting domains—air, land, sea, space, and 
cyberspace. essential funding is provided to research, design, and procure advanced capabilities 
across each of the services, including 115 modern fighter aircraft, modernization of one armored 
brigade combat team per year, and a total of 10 battle force and unmanned ships. The Budget 
supports U.S. technical superiority by investing in innovative, crosscutting programs such as 
artificial intelligence, microelectronics, and hypersonic weapons. Further, the Budget supports a 
total military end strength of 2,153,500 active duty and reserve personnel, including personnel to 
grow America’s newest military Service, the United States Space Force 

(USSF). Most importantly, the Budget puts the needs of the warfighter and their families first with a 
3.0-percent increase in military basic pay. 

Invests in Modernization and Lethality 

Ensures Maritime Superiority. The Budget sustains the Administration’s emphasis on growing 
the world’s most advanced and lethal naval force by investing $19.3 billion to procure a total of 10 
new battle force and unmanned ships, including funding the recapitalization of the strategic ballistic 
missile submarine (SSBN) fleet with Columbia-class SSBNs. The Budget prioritizes funding for 
programs that would deliver warfighting advantages against China and Russia, including high-end 
extended range munitions, unmanned systems, hypersonic and advanced strike missiles, directed 
energy, containerized weapons, and information warfare capabilities. In addition, the Budget 
balances the need to maintain readiness with investments in future growth to ensure America’s 
naval forces are prepared to protect and defend national interests anywhere in the world. 

In addition, the Budget balances the need to maintain readiness with investments in future 
growth to ensure America’s naval forces are prepared to protect and defend national interests 
anywhere in the world. 

Grows the USSF. Building on its historic establishment in the previous budget, the Budget 
supports the growth of the USSF to ensure it can advance America’s national interests in space. 
The Budget provides $111 million to fund essential personnel growth for the USSF, including 
staff for centers for development of doctrine, testing, and training for the new Service. The 
USSF is realigning existing space forces and materiel from the Air Force in the near term and 
scaling up with other components over the next several years in order to address increasing 
threats and maintain strategic advantage. The Budget also grows the Space Development 
Agency, which was established in 2019 to foster innovation by leveraging the thriving domestic 
commercial space sector, and the U.S. Space Command, which would employ the forces and 
capabilities of the USSF. 

Strengthens U.S. Missile Defeat and Defense. The Budget provides $20.3 billion to 
strengthen missile defeat and defense programs. To advance the 2019 Missile Defense review’s 
policy of providing effective and enduring protection against rogue state missile threats to the 
homeland, the Budget proposes additional investments in more robust Homeland Missile 
Defense programs. Specifically, the Budget proposes assessing the potential modification of 
existing regional missile defense programs for layered homeland defense, some of which can be 
demonstrated as early as 2025. 

Prioritizes Nuclear Deterrence. America’s nuclear deterrent is the backstop and foundation of 
the Nation’s defense and that of America’s allies. To address the return of great power 
competition and implement the Administration’s 2018 Nuclear Posture review, the Budget 
continues investments in modernizing critical nuclear delivery systems. The Budget also 
supports the critical ongoing enhancement of the Nation’s Nuclear Command, Control, and 
Communications system. 

Delivers Airpower for the Future Fight. The Budget prioritizes funding for programs that 
would deliver the U.S. airpower needed to prevail in the highly contested fights of the future. 
The Budget invests $15.1 billion in DOD’s tactical fighter programs, continuing the 
procurement of F-35A stealth fighters and new, upgraded, F-15eX fighter aircraft for the Air 
Force, and the procurement of the Navy’s and Marine Corps’ variants of the F-35. 

https://www.govinfo.gov/content/pkg/BUDGET-2021-BUD/pdf/BUDGET-2021-BUD-9.pdf


Figure Nine: OMB on the Department of Defense in the FY2021 Budget Request 
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Source: Excerpted from OMB, “Department of Defense,” Budget of the United States Government, February 2020, pp. 33-36, https://www.govinfo.gov/content/pkg/BUDGET-
2021-BUD/pdf/BUDGET-2021-BUD-9.pdf. 

The Budget also modernizes the Navy’s current F/A-18e/F fighters and accelerates the development 
of the next generation of advanced fighter aircraft. Funding supports the development of the new 
stealth bomber and the procurement of the KC-46 aerial refueling tanker. These mission critical 
investments would ensure that DOD can successfully counter the wide variety of threats that are 
expected in future air combat situations.

Improves Ground Combat Lethality. The Budget provides significant funding to improve the 
lethality of ground combat capabilities, including nearly $11 billion to fund modernization of long-
range precision artillery, combat vehicles and helicopters, command and control networks, air and 
missile defense, and close combat training and equipment. The Budget also provides over $3 billion 
to support the modernization of one armored brigade combat team per year. Further, the Budget 
prioritizes the development of next generation combat systems over the sustainment of Cold War-
era legacy platforms to deliver greater firepower for high intensity combat. 

Funds Leading Edge Innovation 

Ensures Technological Superiority by Investing in Industries of the Future. The Budget 
supports critical investments to regain and sustain U.S. technological superiority to counter and 
overmatch emerging threats. The Budget invests over $14 billion in DOD science and technology 
programs that support key investments in industries of the future, such as artificial intelligence, 
quantum information science, and biotechnology, as well as core DOD modernization priorities 
such as hypersonic weapons, directed energy, 5G, space, autonomy, microelectronics, 
cybersecurity, and fully-networked command, control, and communications. 

Accelerates Development of Offensive Hypersonic Weapons. DOD continues to accelerate the 
development and demonstration of offensive hypersonic weapon capabilities. The Budget provides 
$3.2 billion, $459 million more than the 2020 enacted level, to continue development of Army, 
Navy, and Air Force weapons variants. In addition, the Budget supports increased operational flight 
testing necessary to accelerate delivery of fully operational weapon systems that would provide 
unprecedented offensive strike capability across multiple warfighting domains. 

Ensures Access to Trusted and Assured Microelectronics. The Budget invests in necessary 
enhancements to ensure that the United States can maintain trusted and reliable access to state-
of-the-art microelectronics suppliers. The Budget enables secure design, development, 
fabrication, and assembly of microelectronics without the need to invest in a costly 
Government-owned and operated fabrication facility. These investments are essential for the 
development of next generation capabilities in communications, computing, artificial 
intelligence, and autonomy. 

Invests in Cyber Capability. The Budget builds on progress in recent years to develop the 
military’s cyber capabilities by requesting nearly $10 billion in 2021. The cyber budget is 
aligned to advance DOD’s three primary cyber missions: safeguarding DOD’s networks, 
information, and systems; supporting military commander objectives; and defending the Nation. 
This investment provides the resources necessary to grow the capacity of U.S. military cyber 
forces, including U.S. Cyber Command, invest in the cyber workforce, and continue to 
maintain the highest cybersecurity standards at DOD. 

Maximizes Readiness and Supports the Warfighter 

Puts the Warfighter First. People are the Department’s most valuable asset. Providing a 
robust pay and benefits package is imperative to ensure that DOD remains best positioned to 
compete with the private sector for new recruits and that DOD can retain a well-trained 
volunteer force. The Budget proposes a 3.0-percent increase in military basic pay and provides 
funding for a full range of important compensation programs to support America’s 
servicemembers and their families. The Budget also grows military end-strength by over 13,000 
from 2020 authorized levels to enable the services to continue to improve readiness, while 
addressing critical capability gaps. 

https://www.govinfo.gov/content/pkg/BUDGET-2021-BUD/pdf/BUDGET-2021-BUD-9.pdf
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Source: Excerpted from OMB, “Department of Defense,” Budget of the United States Government, February 2020, pp. 33-36, https://www.govinfo.gov/content/pkg/BUDGET-
2021-BUD/pdf/BUDGET-2021-BUD-9.pdf.

Sustains and Builds on Readiness Gains. The Budget sustains and accelerates readiness gains 
across each of the services in recent years as a result of the Administration’s focus on 
rebuilding the military. The Budget provides an increase of $1.4 billion for the Navy’s ship and 
aircraft operations and maintenance accounts to significantly reduce the surface ship and 
submarine maintenance backlog, while ensuring that Navy and Marine Corps aircraft mission 
capable rates continue to improve. For the Air Force, the Budget optimizes resources by 
redirecting funding for combat flying hours, weapons sustainment, and training from aging, 
legacy aircraft to next generation platforms and systems designed for the high-end fight, such 
as the F-35 joint strike fighter and KC-46 aerial refueling tanker. In addition, for the Army, the 
Budget emphasizes readiness-generating activities tied directly to the National Defense 
Strategy, such as large-scale training activities in Europe and Asia as well as enhancing tactical 
proficiency within operational forces. 

Divests Legacy Systems to Ensure Readiness Tomorrow. The Budget supports DOD’s effort 
to divest $20 billion of legacy systems over the Future Years Defense Program (FYDP) in order 
to reallocate resources in support of the National Defense Strategy. By shedding older and less 
capable aircraft, surface ships, and ground systems, DOD can more effectively focus resources 
to modernized platforms and systems that support both high-intensity conflict and operations in 
highly contested environments. 

Maintains Pressure on Terrorist Groups while Focusing on Great Power Competition. 

The Budget maintains the funding necessary to continue DOD counterterrorism efforts to 
ensure terrorists do not have the capacity to attack the U.S. homeland or America’s allies. 
Building on trends from the previous budget, the Budget further implements the 2018 National 
Defense Strategy by prioritizing programs and efforts that are necessary to prepare for the high-
end fight. The Budget de- emphasizes funding in areas that support operations in U.S. Central 
Command, while furthering the shift in resources toward great power competition efforts in the 
European and Indo-Pacific Commands. 

https://www.govinfo.gov/content/pkg/BUDGET-2021-BUD/pdf/BUDGET-2021-BUD-9.pdf
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Source: OSD Comptroller, Defense Budget Overview, Irreversible Implementation of the National Defense Strategy, DoD, May 2020, p. 1-3, 
https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/fy2021_Budget_Request_Overview_Book.pdf
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The 2018 National defense strategy  remains the guidepost for DoD and focuses activities 
on three major lines of effort: enhancing our military’s readiness and lethality, 
strengthening our alliances and attracting new partners, and reforming DoD to ensure 
resources are directed toward our highest priorities. In addition, DoD is also placing 
renewed emphasis on taking care of our service members and their families. The 2018 
NDS represented a major shift; one that is not fully achieved in just one year. There is 
important work ahead to field a more lethal, resilient and ready force that is better 
prepared to solve tough operational problems. 

Since the NDS was released, DoD has invested in new equipment, improved operational 
readiness, and modernized our nuclear deterrent forces. For example, DoD is developing 
next generation smart munitions across the services, procuring advanced fighter jets, 
modernizing all three legs of the nuclear triad, and investing in missile defense to protect 
the homeland. 

The DoD also continues to invest in advanced technologies that will help maintain tactical 
advantage, such as artificial intelligence, directed energy, and hypersonic weapons. DoD’s 
FY 2021 research and development budget is the largest ever requested and is laser 
focused on the development of these crucial emerging technologies to expand our 
warfighting advantages over strategic competitors. 

The DoD must preserve battlefield overmatch, and is doing so through activities such as 
the establishment of the United States Space Force and modernization of space 
capabilities. The DoD has also increased investments in offensive and defensive cyber 
operations to boost resiliency against adversaries, as evidenced by standing up the Joint 
Artificial Intelligence Center to adapt to the pending growth of machine learning, and to 
capitalize on big data to gain efficiencies across DoD. 

Great power competitors will not remain static. They too are developing cutting edge 
technologies with the aim of surpassing the United States. Competing relies on more than 
smart investments, it also requires new concepts, and robust international relationships. 
Competing also requires internal reform; DoD will revisit management structures and 
processes to achieve new levels of integration between the various functions of the 
Department. This will result in greater speed to address the threats great power 
competitors pose to the United States. The Department is fully engaged in these areas, and
will continue to seek full and rapid implementation of the 2018 NDS. 

The Department of Defense’s (DoD) enduring mission is to provide a combat-credible military 
force to deter war, or should deterrence fail, prevail in war. The 2018 National Defense Strategy 
(NDS) correctly identified a fundamental problem for the Department—the erosion of 
competitive military advantage with China and Russia in key regions. It is the Department’s 
responsibility, and the highest imperative of the Strategy, to reverse this erosion, while 
sustaining efforts to deter and counter threats from Iran and North Korea, and defeating violent 
extremist threats to the United States. It is critical for DoD to reverse this erosion. Doing so will 
ensure DoD can continue deterring aggression and coercion from those that would seek to 
supplant the United States and challenge the free and open international order that forms the 
foundation of our continued freedom and prosperity. 

Great power competition is the pre-eminent challenge facing the nation’s security. China 
possesses one of the largest militaries in the world and is becoming increasingly comfortable 
portraying itself as a counter to the United States. China’s spending specifically targets key U.S. 
military advantages with new capabilities in space, cyber, electronic warfare, undersea warfare, 
fighter aircraft, bombers equipped with long-range cruise missiles, and other anti-access, area 
denial (A2/AD) capabilities. Russia too has invested heavily in A2/AD capabilities to prevent an 
adversary from operating in Eastern Europe, including advances in strategic air operations, 
integrated air defense systems, surface to-air-missiles, and coastal defense cruise missiles. 
Russia has also upgraded conventional forces while investing heavily in cyber, space, electronic 
warfare, and hybrid warfare capabilities. Additionally, Russia is comprehensively improving its 
strategic nuclear weapons and delivery systems with a projected investment of $28 billion by 
2020. This investment will allow Russia to upgrade its capacity in intercontinental ballistic 
missiles, ballistic missile submarines, and strategic bombers. 

The DoD must balance ongoing activities directed at long term strategic competition while 
simultaneously addressing regional aggressors and other acute operational demands. Since 
2016, DoD has made significant progress on a range of fronts to compete with China and Russia 
by prioritizing modernization, innovation, and high-end readiness, while also recognizing the 
immediacy of the challenge posed by regional aggressors. However, competitive defense 
investments alone will not deter China and Russia. Great power competition also means that 
DoD must develop new concepts and organizational approaches for force employment and 
design, posture, and warfighting. The DoD is building increased flexibility and responsiveness 
into its global force posture, allowing the Department to dynamically flow capabilities to global 
hotspots on short notice.

Source: OSD Comptroller, Defense Budget Overview, Irreversible Implementation of the National Defense Strategy, DoD, May 2020, pp. 1-1 to 1-2, 
https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/fy2021_Budget_Request_Overview_Book.pdf

https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/fy2021_Budget_Request_Overview_Book.pdf
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30Source: Senate Armed Services Committee, William M. “Mac” Thornberry National Defense Authorization Act for Fiscal Year 2021, December 3, 2020, pp. 11-14, https://www.armed-
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32Source: Senate Armed Services Committee, William M. “Mac” Thornberry National Defense Authorization Act for Fiscal Year 2021, December 3, 2020, pp. 11-14, https://www.armed-
services.senate.gov/imo/media/doc/12.03.20%20FY21%20NDAA%20Summary.pdf. 
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Source: House Armed Services Committee Staff, Conference Report Summary for the Fiscal Year 2021 National Defense Authorization Act, pp. 
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Source: House Armed Services Committee Staff, Conference Report Summary for the Fiscal Year 2021 National Defense Authorization Act, pp. 
https://armedservices.house.gov/_cache/files/8/f/8f6fa5d0-1946-460b-a4b6-a4e1d154562c/30797DE888618570AFFCF1A4A4E1A75A.fy21-ndaa-conference-report-summary-vmaster.pdf. 
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Figure Thirteen to Figure Twenty-Two illustrate the relative pointlessness of most of the present breakouts and estimates of defense 
spending provided in official reporting on the defense budget. They show typical examples of the estimates of spending by military service 
and by key line-item categories like personnel; operations and maintenance (O&M); acquisition; procurement; and research, development, test 
and evaluation (RDT&E).  
This kind of functional breakout may have made sense in World War I, but it says absolutely nothing useful about the way U.S. defense 
spending is allocated. At best, it shows the market share of each military service, which is roughly as useful as the data on the outcome of their 
annual football games. 
Reforming this does not necessarily require major changes in the routine budget data on each military service or defense agency. It does 
require the creation of a program budget that provides a clear strategic justification of the spending on each major regional and joint 
command. 
Moreover, the budget justifications that are provided by military service and agency normally focus heavily on the budget for the coming 
fiscal year, and they rarely prove accurate over time. A closer reading of the charts in the PowerPoint that describe outyear spending after 
FY2021 show that they often do not seem to reflect the future impact of the key spending priorities of the military services. Far too often, they 
do not even seem to provide a serious effort to estimate future spending trends. 
Strategy – and building effective deterrent and defense forces, postures, and strategies – is not an annual task. Efforts to develop effective 
Future Year Defense Programs (FYDPs) that project actual defense budget needs five years into the future have become little more than 
“placeholder” projections of the coming year’s budget. There may only have limited value in making projections as far out as 15 to 20 years in 
the future, but near-term projections like the FYDP should provide critical insights into the progress and stability of key spending efforts.



Figure Thirteen: CBO 9/20 Projection of Total Defense Spending FY1980-
FY2035

Source: CBO, Long-Term Implications of The 2021 Future Years Defense Program, September 2020, https://www.cbo.gov/system/files/2020-
09/56526-FYDP.pdf.
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Figure Fourteen U.S. Strategy: All Military Service Budgets Are Created Nearly 
Equal?

Source: DoD, FY2020 Budget Request, OSD Comptroller, March 2019, p. 18, 
https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2020/fy2020_Budget_Request.pdf.  39

https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2020/fy2020_Budget_Request.pdf


Figure Fifteen: DoD Green Book Projection of Defense Spending: 2011-2025
(Discretionary on Mandatory Spending in TOA in U.S. Dollars in Millions)

Source: DoD, “Table 6-3,” Green Book, 2021, pp. 101-102, https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/FY21_Green_Book.pdf. 40

https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/FY21_Green_Book.pdf


Figure Sixteen:  DoD Green Book Projection of Defense Spending: 2011-2025
(Discretionary and Mandatory Spending in TOA in U.S. Dollars in Millions)

Source: DoD, “Table 6-3,” Green Book, 2021, pp. 101-102, https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/FY21_Green_Book.pdf. 41

https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/FY21_Green_Book.pdf


Figure Seventeen: DoD Green Book Projection of Department of Defense 
Spending: 2011-2025

(Discretionary and Mandatory Spending in Outlays in U.S. Dollars in Millions)

Source: DoD, “Table 6-3,” Green Book, 2021, pp. 182-183, https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/FY21_Green_Book.pdf. 42

https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/FY21_Green_Book.pdf


Figure Eighteen: CBO Projection of DoD’s Acquisition Costs Under the 2021 
FYDP, by Military Department

Source: CBO, Long-Term Implications of The 2021 Future Years Defense Program, September 2020, https://www.cbo.gov/system/files/2020-
09/56526-FYDP.pdf%20.. 43

https://www.cbo.gov/system/files/2020-09/56526-FYDP.pdf%20.


Figure Nineteen: CBO Projection of DoD’s Acquisition Costs Under the 2021 FYDP, 
by Appropriation Title

Source: CBO, Long-Term Implications of The 2021 Future Years Defense Program, September 2020, https://www.cbo.gov/system/files/2020-
09/56526-FYDP.pdf%20.. 44

https://www.cbo.gov/system/files/2020-09/56526-FYDP.pdf%20.


Figure Twenty: Recent Cost Trends Far Spending on Personnel and O&M

Source: CBO, Long-Term Implications of The 2021 Future Years Defense Program, September 2020, https://www.cbo.gov/system/files/2020-
09/56526-FYDP.pdf%20.. 45

https://www.cbo.gov/system/files/2020-09/56526-FYDP.pdf%20.


Figure Twenty-One: GAO: DOD’s MDAP Portfolio Has Incurred Cost 
Increases since First Full Estimate Due to Quantity Changes and Other Factors 

Source: GAO, Defense Acquisitions Annual Assessment, GAO-20-439 , June 2020, p. 29, https://www.gao.gov/products/GAO-20-439.  

Cost Changes to DOD’s 2019 Portfolio of 85 Major 
Defense Acquisition Programs since First Full 
Estimates (Fiscal Year 2020 Dollars in Billions) 

…since first full estimates, estimated total acquisition costs of DOD’s 2019 MDAP portfolio have increased 
by $628 billion, a 54 percent increase while total procurement cost estimates for the 2019 portfolio increased 
by $502 billion… since the first full estimate, our analysis shows that quantity changes account for only $245 
billion of this increase. Other factors, including program inefficiencies and underperformance, account for 
the remaining $257 billion increase in procurement estimates. 

Effects of Quantity Changes on 2019 Major Defense 
Acquisition Program Estimated Procurement Costs since 
2018 and since First Full Estimates (Fiscal Year 2020 Dollars 
in Billions) 
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https://www.gao.gov/products/GAO-20-439


Figure Twenty-Two: GAO: Five Programs with the Highest Estimated Average 
Procurement Unit Cost Increases (by Percentage) since First Full Estimate 

Source: GAO, Defense Acquisitions Annual Assessment, GAO-20-439 , June 2020, p. 30-31, https://www.gao.gov/products/GAO-20-439.  
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Figure Twenty-Three: CBO Proposals for Cutting Defense Procurement

Source: CBO, Options for Reducing the Deficit: 2021 to 2030, December 2020, https://www.cbo.gov/system/files/2020-12/56783-budget-options.pdf. 
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It is important to note that the lack of focus and meaningful PPBS data in the current defense budget process represents a major regression from past efforts to 
provide such justification. Today there not only is no meaningful program budget, but there no longer are serious “posture statements” from the Secretary of Defense 
or the Chairman of the Joint Chiefs of Staff (CJCS) that tie the budget to strategy and also explain these links in any detail. The detailed “posture statements” that 
emerged at the time of the Eisenhower administration – and the reporting of the Planning, Programming, and Budgeting System (PPBS) developed by Secretary 
McNamara – have both vanished.

Going back to the past, however, would only be a partial and inadequate solution to the problem of linking strategy to plans, programs, and budgets. One key reason 
for the collapse of the earlier PPB system was its failure to create functional program categories tied to the actual strategy used in posturing and committing of U.S. 
forces. 

The earlier PPB system placed far too much of the total defense budget in one broad category called “General Purpose Spending.” This lumped almost all of the 
spending affecting the U.S. force posture in different commands and regions of the world into one program category, and this made it impossible to know the 
different impact of the budget on key force posture and strategies like those in NATO and Europe, on U.S. forces in the Pacific and the Indian Ocean, as well as on 
U.S. forces in other regions like the Middle East.

A new program budget must provide a clear strategic justification of spending by command through assessments of the progress, modernization, and force changes 
taking place in each combatant or defense-wide commands. As the PowerPoint shows, it is these eleven combatant commands that now have what the Department of 
Defense has defined as the “geographic or functional mission that provides command and control of military forces in peace and war.”

The regional commands include the Africa Command, Central Command, European Command, Indo-Pacific Command, Northern Command, and Southern 
Command. They are the central focus on the joint operations of all U.S. forces, of the strategy and force posture needs to meet given threats and support given allies, 
and of the tangible investment in given aspects of deterrence and defense.

The functional commands include specialized commands that serve the common interests of all U.S. forces and are critical to implementing new strategies and tactics 
that are key elements of joint/all-domain warfare. They include Space Command, Special Operations Command, Strategic Command, and Transportation Command. 
They dictate the success of resources – not the global spending of each military service. 

These regional and functional commands are the logical focus of a new program budget – and the kind of budget justification that has a real strategic focus as well as 
one that can be linked to clear mixes of strategic partners and threats.

There is an urgent need to modernize defense budgeting and to resume the effort to create an effective Planning, Programming, and Budgeting System as well as 
FYDP. There is also the need to provide a meaningful strategic justification for the budget request – one that includes some new form of Posture Statement by the 
Secretary of Defense and the Joint Chiefs.



Figure Twenty-Four : Redefining the Program Budget: Going from “General 
Purpose Forces” to Programs Based on the Combatant Commands - I

51Source: Kathleen J. McInnis , Defense Primer: Commanding U.S. Military Operations, CRS, January 15, 2021, https://fas.org/sgp/crs/natsec/IF10542.pdf. 

There are seven regionally focused COCOMS, which operate in clearly delineated areas of operation and have a distinctive regional military focus: 

• U.S. Africa Command (USAFRICOM), responsible for sub-Saharan Africa. It is located at Kelley Barracks, Stuttgart, Germany. 

• U.S. European Command (USEUCOM), responsible for all of Europe, large portions of Central Asia, parts of the Middle East, and the Arctic and Atlantic 
Oceans. It is located at Patch Barracks, Stuttgart, Germany. 

• U.S. Central Command (USCENTCOM), responsible for most of the Middle East, parts of Northern Africa and west Asia, and part of the Indian Ocean. It is 
located at MacDill Air Force Base, FL. 

• U.S. Northern Command (USNORTHCOM), responsible for the defense of the continental United States and coordination of security and military 
relationships with Canada and Mexico. It is located at Peterson Air Force Base, CO. 

• U.S. Southern Command (USSOUTHCOM), responsible for Central America, South America, and the Caribbean. It is located in Miami, FL. 

• U.S. Indo-Pacific Command (USINDOPACOM), responsible for the Pacific Ocean, Southwest Asia, Australia, south Asia, and part of the Indian Ocean. It 
shares responsibility for Alaska with U.S. Northern Command. It is located at Camp H.M. Smith, HI. 

• U.S. Space Command (USSPACECOM), which deters aggression and conflict, defends U.S. and allied freedom of action, delivers space combat power for the 
Joint/Combined force, and develops joint warfighters to advance U.S. and allied interests in, from, and through the space domain. 

There are four “functional” COCOMs, which operate worldwide across geographic boundaries and provide unique capabilities to geographic combatant commands 
and the services: 

• U.S. Strategic Command (USSTRATCOM), responsible for controlling space, deterring attacks on the United States and its allies, launching and operating 
satellite systems, and directing the use of U.S. strategic forces. It is located at Offutt Air Force Base, NE. 

• U.S. Special Operations Command (USSOCOM), which provides special forces, counter-paramilitary, counter- narcotics, guerilla, psychological warfare, civil 
education, and insurgency capabilities. It is located at MacDill Air Force Base, FL. 

• U.S. Transportation Command (USTRANSCOM), which provides air, land and sea transportation to different components of DOD. It is located at Scott Air 
Force Base, IL. 

• U.S. Cyber Command (USCYBERCOM) directs, synchronizes, and coordinates cyberspace planning and operations to defend and advance national interests in 
collaboration with domestic and international partners. 

https://fas.org/sgp/crs/natsec/IF10542.pdf


Figure Twenty-Four : Redefining the Program Budget: Going from “General 
Purpose Forces” to Programs Based on the Combatant Commands - II

52Source: See https://www.defense.gov/Our-Story/Combatant-Commands/ for details and documents, and https://jnlwp.defense.gov/Unified-Combatant-Commands/ for map.

https://www.defense.gov/Our-Story/Combatant-Commands/
https://jnlwp.defense.gov/Unified-Combatant-Commands/
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Looking at the Budgets of Competitors and Allies: 
The U.S. Defense Budget, Russian and Chinese 

Military Spending, the Value of Strategic Partners, 
and the Burden Sharing Myth
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Another – directly related area of reform – is the need to focus on the right programs as a means of linking strategy to key missions and strategic interest, as well as 
the need to tie real plans, programs, and budgets to actual spending. It is also to structure the budget so it can be used to make assessments of how the U.S. defense 
budget compares in size, efficiency, and effectiveness with the spending of other major powers and allies. 

The current U.S. defense budget process fails to address any aspect of how the size and efficiency of the U.S. defense spending and national security efforts compare 
with that of key rival powers, and it also fails to take account of the role that key regional allies and strategic partners play in creating effective mixtures of force 
capability in given regions as well as their role in offsetting U.S. costs and burdens. 

This need to assess the comparative size and impact of U.S. spending with that of major competitors and of strategic partners has been particularly important during 
the last four years. These have been years when the U.S. has focused largely on burden sharing bullying rather than building real partnerships at the White House 
level. There has been too much focus on efforts to get given partners to spend more, provide more offsets, and buy more arms rather than joint efforts to create overall 
force posture that provide effective deterrence and defense.

Figure Twenty-Five to Figure Twenty-Nine show recent SIPRI, IISS, Department of Defense, and Defense Intelligence Agency (DIA) of U.S. versus potential 
threat and strategic partner spending. If one compares official U.S. estimates of Russian defense spending like those from the Defense Intelligence Agency (DIA) and 
estimates by key non-governmental research centers with the NATO reports on member country spending, NATO Europe alone has long been spending far more on 
military forces than Russia. 

Experts may argue over how to make the most valid comparisons, but this only highlights the need to focus on finding the right answers. It does not justify the lack of 
any meaningful public study on comparative spending.

NATO is a particularly good case in point. It has been the focus of the worst U.S. bullying and caused the most needless increase in tensions with strategic partners. 
The U.S. has spent the last four years attacking its allies for underspending at the White House level without ever addressing U.S. and other estimates of what Russia 
– the one threat to NATO with serious resources – is spending relative to NATO.

Yet, both the U.S. and Europe have given the analysis of Russian spending with surprisingly little official attention. DIA last reported publicly on “official” Russian 
spending in 2017 – and this estimate seems to allude that the DIA made little or no effort to correct for any spending that Russia conceals. 

It is important to note, however, that the DIA put Russian military spending at only $60.825 billion in 2016 and only $42.278 billion in 2017 – with spending being 
driven down by dropping petroleum export revenues. DIA then estimated that Russia was already spending some 3-4% of its GDP on military forces and that it 
probably could not come close to its future spending goals if oil prices remained low.  It estimates that Russia’s official total was only $54.8 billion in 2019.  Such 
estimates are debatable, but these are the official U.S. figures. (Source: DIA, Russian Military Power, 2017, pp. 20-21, 
https://www.dia.mil/Portals/27/Documents/News/Military%20Power%20Publications/Russia%20Military%20Power%20Report%202017.pdf).

https://www.dia.mil/Portals/27/Documents/News/Military%20Power%20Publications/Russia%20Military%20Power%20Report%202017.pdf
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In contrast, NATO reporting on member country spending shows that NATO Europe alone has long been spending far more on military forces than Russia. Experts 
again may argue over how valid such comparisons are, but such arguments only highlight the need to focus on finding the right answers. It does not justify the lack of 
any meaningful study of comparative spending on the part of the United States.

NATO’s fall 2020 estimate of U.S., European, and Canadian total spending was made in $US 2015 prices and exchange rates – where the use of 2015 US dollars 
understate the NATO figures. If one only counts the numbers for NATO Europe, NATO reports that NATO Europe alone spent $243.7 billion in 2017, $253.6 billion 
in 2018, $267.5 billion in 2019, and is estimated to spend $280.5 billion in 2020. 

Even if one accepts an estimate for current Russian spending of $65 billion, NATO Europe alone is spending some four times as much as Russia – whose only 
tenuous equivalent of a strategic partner is Belarus: a country that SIPRI estimates spends well under $200 million a year on military forces. This means that even if 
one totally ignores what the U.S. and Canada spend on defenses, NATO Europe alone spends well over three times as much as Russia. There are some individual 
experts whose estimates of Russian spending go as high as $150-$180 billion. Even if one accepts the highest total of $180 billion, however, NATO Europe alone 
would then still be spending some 1.6 times more than Russia.

The U.S. has executed the same burden sharing bullying in the Middle East, even though the latest unclassified DIA estimate of Iranian spending is $27.3 billion in 
2018 and $20.9 billion in 2019. To put this spending in perspective, SIPRI estimates that a single strategic partner like Saudi Arabia spent over $61.9 billion in 
current dollars in 2018, and $61.9 billion in 2019. Qatar and the UAE do not report official defense spending figures. However, if one looks at their past spending 
rates and at SIPRI estimates for spending in 2019 current US dollars, the six Arab strategic partners in the Southern Gulf – Bahrain, Kuwait, Oman, Qatar, Saudi 
Arabia, and the UAE – probably spent over $110 billion in 2019, which amounts to some five times as much as Iran. 

These Arab states are some of America’s wealthiest strategic partners, but they are also countries whose growing population means that their “oil wealth” is steadily 
more limited in per capita terms, that they face additional pressure from reduced demand due to Covid-19, that they need money for economic reform, and that their 
focus should be on effective deterrence and defense – not on increasing the total volume of security spending or U.S. profits from arms sales.

As for the Indo-Pacific region and Asia, total Chinese military spending is debatable. The 2020 edition of Chinese Military Power does, however, provide the official 
U.S. estimate. It states that the official Chinese military budget was $176 billion in 2019, and that,  

China is spending far more on military forces than Russia, and Asia is a case where the main threat does outspend America’s strategic partners in the region. However, this scarcely means 
that the U.S. should push them to spend more, rather than create effective collective security efforts. They already are making serious defense efforts… The PRC’s published military budget 
omits several major categories of expenditures, including R&D and foreign weapons procurement. In 2019, China’s actual military-related spending could be more than $200 billion, much 
higher than stated in its official budget. However, actual military expenses are difficult to calculate, largely because of China’s poor accounting transparency… If China’s official defense 
budget increases annually by an average of 6 percent, growing to $270 billion by 2023, the PLA can dedicate more money for training, operations, and modernization considering the 
reduction of the PLA’s size by 300,000 people. 
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A revised Stockholm International Peace Research Institute (SIPRI) estimate made in early 2021 puts Chinese spending at around 240 billion, but it questions the rate 
of past estimates of increases in this spending.  In any case, the U.S. would still be spending some close to three times what China is spending.

Once again, America’s strategic partners made major spending efforts. SIPRI estimates that in 2019, Australia spent $25.9 billion on military forces, New Zealand 
spent $2.9 billion, Japan spent $46.7 billion, Singapore spent $11.2 billion, and South Korea spent $43.89 billion – for a total of $130.6 billion versus an official level 
of military spending of $261.1 billion for China. These are major contributions to collective security.  

Moreover, the role of other potential strategic partners is worth noting. SIPRI estimates that in 2020, India spent $71.1 billion, Indonesia spent $7.7 billion, Malaysia 
spent $3.8 billion, the Philippines spent $3.5 billion, Taiwan spent $10.4 billion, Thailand spent $7.3 billion, and Vietnam is not reported.  Moreover, their economies, 
trade, and technology base is worth a great deal to the U.S. in economic competition with China – and economic competition with China may ultimately matter as 
much as military competition. 

The U.S. defense budget should not be issued without an annual net assessment of the strategy, total spending, focus, efficiency, and effectiveness of defense and 
military spending by key threats and strategic partners. Strategy is a key part of effective defense spending, but so is comparative analysis.

Sources: 
North Atlantic Treaty Organization, Defence Expenditure of NATO Countries (2013-2020), October 21, 2020, pp. 4, 6, https://www.nato.int/cps/en/natohq/news_178975.htm;

SIPRI, Defense Expenditure Data Base, 2020, 
https://www.sipri.org/sites/default/files/Data%20for%20all%20countries%20from%201988%E2%80%932019%20in%20constant%20%282018%29%20USD.pdf;

Office of the Secretary of Defense, Military and Security Developments Involving the People’s Republic of China 2020: Annual Report to Congress, pp.139-140, 
https://media.defense.gov/2020/Sep/01/2002488689/-1/-1/1/2020-DOD-CHINA-MILITARY-POWER-REPORT-FINAL.PDF;

Nan Tian and Fei Su, “A New Estimate of China’s Military Expenditure,” SIPRI, pp. 18-20, https://sipri.org/sites/default/files/2021-
01/2101_sipri_report_a_new_estimate_of_chinas_military_expenditure.pdf. 

https://www.nato.int/cps/en/natohq/news_178975.htm
https://www.sipri.org/sites/default/files/Data%20for%20all%20countries%20from%201988%E2%80%932019%20in%20constant%20%282018%29%20USD.pdf
https://media.defense.gov/2020/Sep/01/2002488689/-1/-1/1/2020-DOD-CHINA-MILITARY-POWER-REPORT-FINAL.PDF
https://sipri.org/sites/default/files/2021-01/2101_sipri_report_a_new_estimate_of_chinas_military_expenditure.pdf


Figure Twenty-Five: SIPRI: World Military Spending in 1988-2019

Source: SIPRI, Global military expenditure sees largest annual increase in a decade—says SIPRI—reaching $1917 billion in 2019, April 27, 2020, https://www.sipri.org/media/press-release/2020/global-
military-expenditure-sees-largest-annual-increase-decade-says-sipri-reaching-1917-billion. 
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https://www.sipri.org/media/press-release/2020/global-military-expenditure-sees-largest-annual-increase-decade-says-sipri-reaching-1917-billion


Figure Twenty-Six: SIPRI: Share of World Military Spending By Country in 
2019-2020

Source: SIPRI, Military Expenditure, April 27, 2020, https://www.sipri.org/research/armament-and-disarmament/arms-and-military-expenditure/military-expenditure. 
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https://www.sipri.org/research/armament-and-disarmament/arms-and-military-expenditure/military-expenditure


Figure Twenty-Seven: IISS–Share of World Military Spending By Country in 
2019

Source: Excerpted from IISS, Military Balance, 2020, 2020, p. 21. 
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Figure Twenty-Eight: DIA Estimate of Russian Military Spending: 2006-2017

Source: Excerpted from DIA, Russian Military Power, Building a Military to support Great Power Aspirations, 2017, DIA, 2018, p. 20, 
https://www.dia.mil/Portals/27/Documents/News/Military%20Power%20Publications/Russia%20Military%20Power%20Report%202017.pdf.  
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https://www.dia.mil/Portals/27/Documents/News/Military%20Power%20Publications/Russia%20Military%20Power%20Report%202017.pdf


Figure Twenty-Nine: DIA Estimate of Chinese Military Spending: 2010-2019

Source: Excerpted from DIA, Military and Security Developments Involving the People’s Republic of China 2020, Annual Report to Congress, Department of Defense, 2020, pp. 
139-140, https://www.dia.mil/Portals/27/Documents/News/Military%20Power%20Publications/Russia%20Military%20Power%20Report%202017.pdf.  61

In early 2019, the PRC announced a 6.2-percent inflation-adjusted increase in its annual military budget to $174 billion, which is approximately 1.3 percent of gross domestic product. 
This year’s budget continues more than 20 years of annual defense spending increases and sustains the PRC’s position as the second-largest military spender in the world after the 
United States. The PRC’s defense budget has nearly doubled during the past 10 years—data from 2010 through 2019 indicates China’s official military budget grew at an annual 
average of approximately 8 percent in inflation-adjusted terms. Based on its official defense spending figures, which omit several major categories of expenditures, the PRC can 
support continued growth in defense spending for at least the next five to ten years, based on economic data and growth projections. 

… The PRC’s published military budget omits several major categories of expenditures, including R&D and foreign weapons procurement. In 2019, China’s actual military-related 
spending could be more than $200 billion, much higher than stated in its official budget. However, actual military expenses are difficult to calculate, largely because of China’s poor 
accounting transparency. 

https://www.dia.mil/Portals/27/Documents/News/Military%20Power%20Publications/Russia%20Military%20Power%20Report%202017.pdf
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Dealing with the Growing Pressures that 
Federal Spending on Entitlements, 

Mandatory Spending, and Covid-19 Put on 
the Defense Budget
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The second highest priority for structural defense budget reform – and the most immediate challenge that the Biden 
Administration will face in shaping the coming defense budget – is the need to rapidly reshape a draft Trump Administration 
FY2022 defense budget request. This reshaping will have to take account of all the major uncertainties over the future role 
of the U.S. in Afghanistan and Iraq as well as all of the other national security issues that are driving the budget. 
At the same time, the coming annual budget process will also be driven by the steady major rises in mandatory spending on 
civil programs like Social Security, Medicaid, and Medicare; the major recent rises in the federal deficit and debt; and the 
massive new spending to deal with Covid-19. 
At this point in time, there is no way to know how great the resulting pressures on defense and other national security 
spending will be from the Covid-19 crisis. The range of best to worst case estimates for Covid-19 alone is too great, and the 
level of longer-term pressures may not be clear until late 2021 to mid-2022. 
The Covid-19 crisis has, however, already led the U.S. to allocate some $2.9 trillion dollars in federal spending to deal with 
the domestic economic crisis caused by Covid-19, and President Biden has called for the spending of $1.9 trillion more. The 
pressures caused by this Covid-19 spending and the uncertain future of the U.S. economy may lead to major efforts to 
reshape and cut both the defense budget and total national security spending.
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Mandatory and Covid-19 Spending, Not Defense 
Spending, Drives the Pressures on the Federal Budget 

and Economy 
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These issues need more explicit review and debate as part of the annual defense budget cycle. Covid-19 spending is only part of the story. The steady past and 
projected rises in mandatory civil spending as well as the rises in the debt and deficit need to be explicitly addressed in the annual defense budget cycle, in the 
proposal the President sends forward, and in the review by both chambers of Congress. 

The CBO estimates dated October 2020 in this section of the supporting PowerPoint show that the pressures on federal spending could be serious even if one only 
considers the impact of the initial $2.0 trillion in Covid-19 aid spending the Congress approved in 2020. At the same time, the projections in the CBO analysis made 
in February 2021 were far more favorable in spite of the fact they include $900 billion more in Covid-19 aid, although they did not include deficit and debt data or 
any effort to reflect the additional $1.9 trillion in aid proposed by Present Biden. 

The updated estimates the CBO issued in mid-February 2021 also could not include estimates for this additional spending, but noted that, 
• Deficits. CBO projects a federal budget deficit of $2.3 trillion in 2021, nearly $900 billion less than the shortfall recorded in 2020. At 10.3 percent of gross domestic product (GDP), the 

deficit in 2021 would be the second largest since 1945, exceeded only by the 14.9 percent shortfall recorded last year. Those deficits, which were already projected to be large by 
historical standards before the onset of the 2020–2021 coronavirus pandemic, have widened significantly as a result of the economic disruption caused by the pandemic and the enactment 
of legislation in response. 

In CBO’s projections, annual deficits average $1.2 trillion a year from 2022 to 2031 and exceed their 50-year average of 3.3 percent of GDP in each of those years. They decline to 4.0 
percent of GDP or less from 2023 to 2027 before increasing again, reaching 5.7 percent of GDP in 2031. By the end of the period, both primary deficits (which exclude net outlays for 
interest) and interest outlays are rising. 

• Debt. Federal debt held by the public—which stood at 100 percent of GDP at the end of fiscal year 2020—is projected to reach 102 percent of GDP at the end of 2021, dip slightly for a 
few years, and then rise further. By 2031, debt would equal 107 percent of GDP, the highest in the nation’s history. 

…Because of the unusual size and nature of the emergency funding provided in response to the 2020–2021 coronavirus pandemic, the agency did not extrapolate the $184 billion in 
discretionary budget authority that has been provided for such purposes so far in 2021. Emergency funding provided for purposes unrelated to the pandemic was projected to continue in the 
future with increases for inflation each year after 2021.

CBO’s baseline is not intended to provide a forecast of future budgetary outcomes; rather, it provides a benchmark that policymakers can use to assess the potential 
effects of future policy decisions. Future legislative action could lead to markedly different outcomes. Even if federal laws remained unaltered for the next decade, 
though, actual budgetary outcomes would probably differ from CBO’s baseline— not only because of unanticipated economic developments, but also as a result of 
the many other factors that affect federal revenues and outlays. 

This presentation of CBO’s budget projections is much shorter than usual. The information is less detailed so that CBO can provide it to lawmakers as quickly as 
possible as they continue to address the consequences of the pandemic. CBO will publish more detailed information about these projections and supplementary 
information later this year. 

The CBO projections did, however, project a rise in the public debt from $21.0 trillion dollars and 100.1% of the GDP at the end of 2020, to $22.5 trillion dollars and 
102.3% of the GDP at the end of 2021.The total rose to 35.3 trillion dollars and 107.2% of the GDP at the end of 2021.  They also projected a deficit of $3.1 trillion 
(14.9% of the GDP) in FY2020 and $2.6 trillion (10.3% of GDP) in FY2021 even without an estimate of future Covid-19 spending. 



66

These examples show the need for parametric (high, low, and best case) estimates of the economic impact of major changes in federal spending. They also 
show that present estimates can lag months behind Congressional action, and the use of single lines of future estimates can both understate or overstate the 
pressures on other aspects of federal spending. 

It may be months before the final shape of the Biden proposal and other efforts to deal with the impact of Covid-19 become clear. Such spending will almost 
certainly change sharply in scale and action as the Congress acts to create actual legislation. If the end result approaches or exceeds $1.9 trillion, it will create 
added pressure to reduce other areas of spending. Moreover, there is no current capability to predict either how soon the Covid-19 virus will be contained, the 
domestic economic result, or the impact of the disease on the global economy.

A casual look at the projections that OMB and the CBO make of the total federal budget beyond FY2021 show that they are largely projections of the existing 
spending trends in the budget, and they seem to assume that no major change will occur in the recent patterns in most federal programs and spending. They 
are necessarily dependent on guesswork as to how serious and lasting the economic impact of sudden needs like the Covid-19 crisis will be. Once again, no 
parametric effort is made to describe a best, worst, and nominal range of estimates.

They do reflect important practical limitations to any budget projection. The future is inherently unpredictable, particularly when predicting the kind of crises 
that do most to force fundamental changes in total federal spending and revenues as well as spending by the Department of Defense. 

Such projections can be surprisingly accurate over a near-term period like the five years in the Department of Defense’s Future Year Defense Plan if there are 
no major sudden changes in force plans or contingency needs. Many aspects of broader budget and economic forecasts also remain relatively accurate even if 
a crisis or another event changes a portion of federal spending, and forecasts some ten to twenty years into the future can serve as important warning of the 
longer-term effects of poor planning and decisions in past and current years.

Nevertheless, the ability to predict the future clearly becomes steadily more uncertain over time. The uncertainties in estimating the future of the U.S. 
economy are serious even at the best of times, and these are scarcely the best of times. In drafting the FY2022 budget, key uncertainties include the domestic 
and international impact of Covid-19 over at least the next three years; the impact of the deep, domestic political divisions over many aspects of federal 
mandatory and discretionary spending; and the outcome of growing U.S. competition with other major powers. 

Moreover the OMB and CBO budget projections for national security spending since 2001 have not been based on any clear assumptions about the future of 
America’s ongoing wars, and the current projections assume that the U.S. will not deploy any new uses of force through periods ranging as far into the future 
as 2030 to 2050. Such assumptions are problematic to the point where the probability of major unpredictable events actually occurring becomes far higher 
over time than the probability of any estimates – based on today’s most likely assumptions – are of being correct.
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Addressing the Overall Mix of Pressures on the 
Federal Budget on a Quick Reaction Basis



68

The level of recent uncertainty is illustrated in this section of the PowerPoint brief, and it is becoming steadily more clear as the CBO updates its budget projections 
and economy forecasts. What is also clear is that the massive increases are taking place in federal spending, the debt, and the deficit – combined with the efforts to 
provide major increases in Covid-19 spending and political pressures to increase other areas of entitlement spending – which could put critical pressure on reducing 
defense and other national security spending.

These uncertainties make it critical to tie each major budget decision – including those affecting defense and national security spending – to its impact on the 
economy, total federal spending, as well as the deficit and debt before major legislation is passed. It also makes it critical to clearly distinguish between civil and 
national security spending – not simply mandatory and discretionary spending – which are categories that often hide the true level of spending by actual function.

Accordingly, one key reform needed in the defense budget process – and any effort to create a full national security budget – is the need to explicitly address the near-
term impact of defense spending on the overall budget in terms of the trends in total federal spending, its impact on the economy, and its impact on the longer-term 
trends in the deficit and federal debt. This need becomes even more clear when the total cost of national security expenditures is considered – including for Veterans 
Affairs, the Department of Homeland Security, the Department of State, and all intelligence agencies. 

A second reform is to address the impact of major shifts on other categories in federal spending and to do so on a quick reaction basis. Key decisions in areas like 
defense budgeting cannot wait until estimates can be based on the normal scoring and analysis process. The administration and the Congress need immediate 
parametric estimates, and they should address both short-term needs and long-term impacts at the same time – placing what will inevitably be deep partisan 
differences in some kind of broader fiscal and economic context.

Note: CBO quotes and data are taken from CBO, The Budget and Economic Outlook: 2021 to 2031, February 11, 2021, pp. 2-5, 
https://www.cbo.gov/publication/56991.  

https://www.cbo.gov/publication/56991


Figure Thirty: CRS/OMB/CBO Projections of Total Federal Spending
Outlays by Budget Enforcement Category, FY2001-FY2030 (Projected) in Trillions of 

Dollars; Based on FY2021 Budget Request in February 2020. Does not anticipate Covid-19 
Stage One
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• CBO estimates mandatory outlays (Social 
Security, medical, and other)  rose from 5.8% of 
GDP in 1970 to 9.7% in 1990 and 22.4% in 2020.

• CBO estimates defense discretionary outlays 
dropped from 7.8% of GDP in 1970 to 3.6% in 
1990 and to 3.5% in 2020.

Source: CRS, FY2021 Defense Budget Request: An Overview February 20, 2020, https://fas.org/sgp/crs/natsec/IN11224.pdf;CBO, 9/2020, 
https://www.cbo.gov/system/files/2020-09/56517-Budget-Outlook.pdf.  

https://fas.org/sgp/crs/natsec/IN11224.pdf;CBO
https://www.cbo.gov/system/files/2020-09/56517-Budget-Outlook.pdf


Figure Thirty-One: Rising Pressures on the Economy by Late 2020

Source: Federal Reserve Bank of New York; Jeff Stein and Erica Werner, “First Step to Jolt Economy, “Washington Post, January 17, 2020; 
https://www.forbes.com/sites/mikepatton/2020/10/12/the-impact-of-covid-19-on-us-economy-and-financial-markets/?sh=428c4f0b2d20; 
https://www.cbo.gov/publication/56517.CBO, Update to Budget Outlook, 2020-2030, https://www.cbo.gov/system/files/2020-09/56517-Budget-
Outlook.pdf; 70

• Total mandatory outlays rise from $1,244 billion in 2019 to $4,617 billion in 2020,even after offsetting receipts.
• Some $4 trillion in total federal Covid 19 aid by end 2020, including $2 trillion and $900 billion in two major programs. 

• CBO projects a federal budget deficit of $3.3 trillion in 2020, more than triple the shortfall recorded in 2019.
• National debt rises by $7.8 trillion during Trump term in office -- $23,500 for every American in 2020.

• Unemployment rises from $3.5% to peaks of 14.7% in 2020. still 6.8 million in October.

• Outlays for unemployment compensation are expected to soar in 2020, from $28 billion in 2019 to $557 billion,
• CBO projects Outlays and Revenues Outlays to be about 50 percent greater than spending in 2019, equaling 32 percent 

of GDP—the highest since 1945. At 16.0 percent of gross domestic product (GDP), the deficit in 2020 would be the 
largest since 1945.

• As a result of those deficits, federal debt held by the public is projected to rise sharply, to 98 percent of GDP in 2020, 
compared with 79 percent at the end of 2019 and 35 percent in 2007, before the start of the previous recession. It would 
exceed 100 percent in 2021 and could increase to 107 percent in 2023, the highest in the nation’s history. 

• Federal outlays are projected to equal 32 percent of GDP in 2020, 11 percentage points (or about 50 percent) above what 
they were in 2019 and the highest percentage since 1945.

• Federal revenues are projected to fall from 16.3 percent of GDP in 2019 to 15.5 percent in 2021, primarily because of the 
economic disruption caused by the pandemic and the federal government’s response.

• Outlays for Medicare (net of offsetting receipts) will rise by 12 percent in 2020, from $644 billion in 2019 to $721 billion.

• Cost on income security programs rises from $303 billion in 2019 to $1,132 billion in 2020.
• Small business programs rise from -$1 billion in 2019 to$577 billion. Higher education from $$33 billion to $94 billion.

https://www.forbes.com/sites/mikepatton/2020/10/12/the-impact-of-covid-19-on-us-economy-and-financial-markets/?sh=428c4f0b2d20
https://www.cbo.gov/publication/56517.CBO
https://www.cbo.gov/system/files/2020-09/56517-Budget-Outlook.pdf


Figure Thirty-Two: CBO Projection of the Burden of Federal Spending: October 
2020

Only Includes $2 trillion in Covid-19 stage one of aid spending

Source: CBO, Long-Term Budget Outlook, October 7, 2020, https://www.cbo.gov/system/files/2020-10/56665-LTBO-Testimony.pdf. 71

https://www.cbo.gov/system/files/2020-10/56665-LTBO-Testimony.pdf


Figure Thirty-Three: CBO Projection of the Deficit: October  2020
Only Includes $2 Trillion in Federal Covid Aid

Source: CBO, Long-Term Budget Outlook, October 7, 2020, https://www.cbo.gov/system/files/2020-10/56665-LTBO-Testimony.pdf; Datalab, 
https://datalab.usaspending.gov/americas-finance-guide/deficit/trends/. 

The Covid-19 Leap in FY2020 ($Trillions) The Longer-Term Trend: 2005-2050: % of GDP
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https://www.cbo.gov/system/files/2020-10/56665-LTBO-Testimony.pdf
https://datalab.usaspending.gov/americas-finance-guide/deficit/trends/


Figure Thirty-Four: CBO Projection of the Rising Federal Debt: October 2020
Only Includes $2 Trillion in Federal Covid-19 Aid

Source: CBO, Long-Term Budget Outlook, October 7, 2020, https://www.cbo.gov/system/files/2020-10/56665-LTBO-Testimony.pdf. 73

Federal debt held by the 
public is projected to equal 
195 percent of gross 
domestic product (GDP) in 
2050, and the deficit is 
projected to equal 13 
percent of GDP. 

https://www.cbo.gov/system/files/2020-10/56665-LTBO-Testimony.pdf


Figure Thirty-Five: CBO Favorable Economic Estimate February 2021- I 
Includes Impact of $2.9 Trillion in Federal Covid-19 Aid

Source: CBO, An Overview of The Economic Outlook: 2021-2031, February 1, 2020. 74

The 2020–2021 coronavirus pandemic caused severe economic disruptions 
last year as households, governments, and businesses adopted a variety of 
mandatory and voluntary measures—collectively referred to here as social 
distancing—to limit in-person interactions that could spread the virus. The 
impact was focused on particular sectors of the economy, such as travel and 
hospitality, and job losses were concentrated among lower-wage workers. 

Over the course of the coming year, vaccination is expected to greatly 
reduce the number of new cases of COVID-19, the disease caused by the 
coronavirus. Asa result, the extent of social distancing is expected to 
decline. 

In its new economic forecast, which covers the period from 2021 to 2031, 
the Congressional Budget Office therefore projects that the economic 
expansion that began in mid-2020 will continue…Specifically, real (inflation-
adjusted) gross domestic product (GDP) is projected to return to its pre-
pandemic level in mid-2021 and to surpass its potential (that is, its 
maximum sustainable) level in early 2025. In CBO’s projections, the 
unemployment rate gradually declines through 2026, and the number of 
people employed returns to its pre-pandemic level in 2024. 

CBO is using this economic forecast as the basis for updating its budget 
projections for 2021 to 2031. The agency plans to release those budget 
projections later in February and a more detailed report about this forecast 
later this winter. The forecast incorporates economic and other information 
available as of January 12, 2021, as well as estimates of the economic 
effects of all legislation (including pandemic-related legislation) enacted up 
to that date. 

The Economic Outlook for 2021 to 2025
In CBO’s projections, which incorporate the assumptions that current laws
governing federal taxes and spending (as of January 12) generally remain in place
and that no significant additional emergency funding or aid is provided, the
economy continues to strengthen during the next five years.

• Real GDP expands rapidly over the coming year, reaching its previous peak in 
mid-2021 and surpassing its potential level in early 2025. The annual growth of 
real GDP averages 2.6 percent during the five-year period, exceeding the 1.9 
percent growth rate of real potential GDP. 

• Labor market conditions continue to improve. As the economy expands, many 
people rejoin the civilian labor force who had left it during the pandemic, 
restoring it to its prepandemic size in 2022.1 The unemployment rate gradually 
declines throughout the period, and the number of people employed returns 
to its prepandemic level in 2024. 

• Inflation, as measured by the price index for personal consumption 
expenditures, rises gradually over the next few years and rises above 2.0 
percent after 2023, as the Federal Reserve maintains low interest rates and 
continues to purchase long-term securities. 

• Interest rates on federal borrowing rise. The Federal Reserve maintains the 
federal funds rate (the rate that financial institutions charge each other for 
overnight loans of their monetary reserves) near zero through mid-2024 and 
then starts to raise that rate gradually. The interest rate on 3-month Treasury 
bills closely follows the federal funds rate. The interest rate on 10-year 
Treasury notes rises gradually as the Federal Reserve reduces the pace of its 
asset purchases and investors anticipate rising short-term interest rates later in 
the decade. 



Figure Thirty-Six: CBO Projection of Relationship Between GDP and Potential 
GDP, February 2021 

Includes Impact of $2.9 Trillion in Federal Covid Aid

Source: CBO, An Overview of. The Economic Outlook: 2021-2031, February 1, 2020. 75



Figure Thirty-Seven: CBO Favorable Economic Estimate February 2021- II 
Includes Impact of $2.9 Trillion in Federal Covid-19 Aid

Source: CBO, The Budget and Economic Outlook: 2021 to 2031 , February 11, 2020, pp. 13-14, https://www.cbo.gov/publication/56991.  76

The 2020–2021 coronavirus pandemic caused severe
economic disruptions last year as households, governments,
and businesses adopted a variety of mandatory and
voluntary measures—collectively referred to here as social
distancing—to limit in-person interactions that could spread
the virus.

The impact was focused on particular sectors of the
economy, such as travel and hospitality, and job losses were
concentrated among lower-wage workers.

Over the course of the coming year, vaccination is expected
to greatly reduce the number of new cases of COVID-19,
the disease caused by the coronavirus. As a result, the extent
of social distancing is expected to decline.

In its new economic forecast, which covers the period from
2021 to 2031, the Congressional Budget Office therefore
projects that the economic expansion that began in mid-
2020 will continue.

…Specifically, real (inflation-adjusted) gross domestic
product (GDP) is projected to return to its prepandemic
level in mid-2021 and to surpass its potential (that is, its
maximum sustainable) level in early 2025.1

In CBO’s projections, the unemployment rate gradually
declines through 2026, and the number of people employed
returns to its prepandemic level in 2024.

CBO’s Economic Projections for Calendar Years 2021 to 2031 

https://www.cbo.gov/publication/56991


Figure Thirty-Eight: CBO Estimate of Increasing Pressure from Mandatory 
Spending and Deficit 

Includes Impact of $2.9 Trillion in Federal Covid-19 Aid

Source: CBO, The Budget and Economic Outlook: 2021 to 2031 , February 11, 2020, pp. 13-14, https://www.cbo.gov/publication/56991.  77

https://www.cbo.gov/publication/56991
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The Limited Impact of the Defense Budget on the 
Total Federal Budget and Economy (GDP) 
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At the same time, no assumptions should be made that cutting defense and military security spending will automatically benefit the civil side of the economy or can 
be used to fund the civil sector without also adding a major cost to that sector. 

Defense and other national security spending tend to polarize public policy along ideological lines. Some advocates of defense spending exaggerate the threat and the 
need for defense spending. Advocates of more civil spending – or major reductions in the federal budget – target cuts in defense and national security spending as a 
way of funding more civil spending or reducing the impact of all federal spending on the economy. 

This creates a clear need to fully understand the impact of the current levels of defense spending on both the total federal budget and the U.S. economy. The charts in 
this section of the PowerPoint analysis show that the increases in the federal budget have long been driven by civil entitlement spending and not by defense and 
national security spending. Even at peak spending periods during the Afghan and Iraq Wars, one graph shows that direct annual defense spending was only around 
4.5% of the American economy or gross domestic product (GDP). 

The charts and graphs in this section of the PowerPoint also show that defense spending has been a far lower percent of the GDP and total federal spending in most 
years since FY2000, and the increases in total federal spending – since long before FY2000 – have been driven by mandatory spending on civil entitlement programs 
and by increases in discretionary non-defense spending that have equaled the much lower rates of the increases in defense spending.   

One table shows that the OMB discretionary budget request for FY2021 estimated that that total defense spending in FY2020 – the most recent year for which 
reasonably firm pre-Covid-19 data were available – totaled $713 billion in outlays or 3.2% of the GDP. In contrast, total federal spending totaled $4,790 billion or 
21.6% of the GDP, and mandatory civil programs – such as Medicare, Social Security, and Medicaid – totaled $2,975 billion or 13.4% of the GDP. 

The massive new levels of spending in civil programs to deal with the Covid-19 crisis have now sharply raised the percent of federal spending on civil programs, and 
the Biden administration plans to spend $1.9 trillion more on civil programs, which would raise these percentages again. However, even in FY2020, total civil 
mandatory and discretionary spending amounted to some $4,076 billion in outlays or 18.4% of the GDP – some six times the impact of defense spending. 

Some caveats must be applied to such a summary analysis. The other charts and graphs in the PowerPoint do show that estimates of the past size of defense spending 
as a percent of the total budget and the GDP differ in detail – a problem that affects all categories of federal budget reporting. However, these differences are too 
small to have an impact on these trends and key policy decisions. 

Put simply, credible cuts in defense spending to fund civil programs can only have a minor impact in reducing the impact of civil federal spending on the economy, 
and much of that impact will increase the risk of new forms of conflict or have a negative impact on the U.S. civil sector – it will cut spending on high quality jobs, on 
advances in the U.S. manufacturing sector, and on advances in high technology.  
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Two more factors that are discussed later in this analysis and the supporting PowerPoint do, however, need to be considered:

• First, shifting from a focus on defense spending to the additional costs of total national security spending would raise the percentages of federal spending and GDP
significantly above the percentages for defense spending alone.

As discussed earlier, estimates of defense spending only include spending by the Department of Defense (DoD), nuclear weapons spending by the Department of
Energy (DoE), and very limited amount of the spending by other federal departments and agencies. They do not include major additional national security spending
in areas like Veterans Affairs, the Department of Homeland Security (DHS), the State Department, and civil intelligence agencies outside DoD.

• Second, the DoD, OMB, CBO, and other estimates in the PowerPoint show that the sudden impact of past wars has contributed a major impact on the past cost of
defense and national budgets. The current forecasts assume no future wars or major contingency spending through 2030-2050 – a highly unlikely assumption. At
the same time, the cost of past wars is also a warning that a future failure to properly fund effective deterrence and strategic partnerships is likely to have a far
higher cost over-time than sustaining peace.
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Estimating the Civil Benefits of Defense Spending
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At the same time, the following sections of this analysis show that the ability to use cuts in even the total national security budget to benefit the civil sector is sharply
limited by other factors. Most defense and national security spending have major civil benefits. The actual spending occurs inside the U.S. economy, creates real
employment, and provides major benefits in technology and manufacturing capabilities with civil benefits.

As the charts in the PowerPoint presentation show, only a relatively small portion of defense spending is actually spent outside the United States. This is clear from
the patterns in the deployment of U.S. military personnel and civilians. Only 12.2% of active U.S. military and 4.4% of defense civilians are deployed outside the
United States – a record postwar low.

Most defense spending goes to creating jobs and to civil spending for the U.S. military, civil servants, contractors, and businesses while much goes to supporting U.S.
manufacturing and levels of advanced technology. However, some estimates of the trends in employment rely on the exaggeration of job creation outside the defense
sector, and estimates of the impact that defense spending has on manufacturing and technology often seem to be ideologically biased in favor of defense spending –
but the basic trends are still clear.

As a result, another key budget reform is the need for immediate analysis of the civil economic benefits of defense and other national security spending. Far too many
budget estimates today separate defense and civil spending without looking at these economic benefits. These are areas where OMB and Congressional Research
Service estimates of these benefits would be of great value in focusing on real issues and limiting the scale of partisan and ideological debate.



Figure Thirty-Nine: Defining the Impact of Defense Spending on the Budget 
and GDP 
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• No clear estimates exist of State Department and USAID costs for civil side 
of national security effort.

• Many estimates only cover DoD spending of $716.2 billion in FY2021 
request. They exclude the nuclear weapons programs in DoE and often 
defense related costs which raise total to $753.5 billion. Increase of 5.2%

• Almost all estimates of Defense Spending exclude Veterans Affairs 
spending, amortization of unfunded retirement, and tax expenditures. 
Raises total cost of DoD request alone from  $753.5 billion in FY2021 to  
$1116.5 billion. Increase of 48%.

• No clear estimates exist of what strategic partners contribute. U.S. presses 
for burden sharing without ever giving allies explicit credit. 



Source: OSD Comptroller, Defense Budget Overview, Irreversible Implementation of the National Defense Strategy, DoD, May 2020, p. I-13, 
https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/fy2021_Budget_Request_Overview_Book.pdf

DoD Outlays as a Percent of Gross Domestic Product (GDP) FY 1953 – FY 2025: Note is DoD only, is in Budget Outlays, and is 
based on the February 2020 budget request that reflects pre-Covid economic estimates, and Congressional action on 050 request. 
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Figure Forty: DoD Projection of a Limited Burden on the GDP: 1953-2023

https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/fy2021_Budget_Request_Overview_Book.pdf


Source: CRS, FY2021 Defense Budget Request: An Overview February 20, 2020, https://fas.org/sgp/crs/natsec/IN11224.pdf.  

Projections are for Pre-
Covid Spending and 
based on FY2021 
Request

Over the past half a century, discretionary defense outlays decreased as a 
share of total federal outlays (from 49.3% in FY1962 to an estimated 15.2% 
in FY2020) and Gross Domestic Product (from 9.0% in FY1962 to an 
estimated 3.2% in FY2020), according to OMB and CBO. 
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Figure Forty-One: CRS Projection of the Burden on Federal Spending

https://fas.org/sgp/crs/natsec/IN11224.pdf


Figure Forty-Two: OMB Baseline Estimate of the Limited Impact of Defense 
on the Total Federal Budget and U.S. economy FY2019-FY2030

Source: OMB, A Budget for America’s Future, FY2021, Budget of the U.S. Government, February 2021, pp. 112-113, 
https://www.whitehouse.gov/wp-content/uploads/2020/02/budget_fy21.pdf. 86

Based on Total DoD and DoE FY2021 Budget Request in February 2020. Does not anticipate Covid-19 Stage One

https://www.whitehouse.gov/wp-content/uploads/2020/02/budget_fy21.pdf
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Figure Forty-Three: Active Duty U.S. Military Personnel Overseas versus 
Forecast of Total Active Duty Personnel

Source: CSIS, CSIS Middle East Force Posture Workshop, Transnational Threats Project, January 28,2021;  DoD, FY2020 Budget Request, OSD Comptroller, March 2019, p. 12, 
https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2020/fy2020_Budget_Request.pdf. 87

https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2020/fy2020_Budget_Request.pdf


Figure Forty-Four: U.S. Military and Civilian  Personnel Overseas versus 
Total Personnel as of September 2020

Source: DoD DMDC, DoD Personnel, Workforce Reports & Publications site, September30, 2020, https://www.dmdc.osd.mil/appj/dwp/dwp_reports.jsp. 
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The Need for a Real National Security Budget: 
Planning, Programing, Budgeting and 
Costing All National Security Spending
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There is an equal need for budget reforms that goes much further than the defense budget and military spending.

The present defense budget is only part of U.S. national security spending, and an effective national strategy must address all of the
different elements of national security spending – including key areas like Veterans Affairs, the Department of Homeland Security, the
State Department, and the civil elements of the intelligence community (as well as including the cost of Veterans Affair, unfunded
military liabilities, and defense related tax expenditures).

A national strategy must address all spending and create a suitable program budget to cover the civil sectors of national security.



Figure Forty-Five: No Current Estimate of Total Cost of National Security 
Spending
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• The present  national budget process has no totals for national security, only for DoD and the nuclear 
weapons activity in DoE. The cost of Veterans, State/USAID, and DHS alone, however, were at least $303 
billion in BA in FY2000 and $316 billion in FY2021

• Coupled to the cost of DoD and DoE this would raise national security spending from $746 billion  to at least 
$1,049 in FY2020 (+41%), and from $740.5 billion in FY2021 to $1,373 billion (85%).

• Totals for other Departments and Agencies sometimes understate real costs, do not identify national security 
related spending, and the differences in reporting sometimes make  impossible to identify what should be 
included.

• Veterans Affairs added $221 billion in BA in FY2000 and $243 billion in FY2021.

• There is no clear reporting on total national intelligence costs because unclassified sources do not 
report by agency, and the gross totals include the costs of defense efforts that are also included in 
defense budget.

• No clear estimates exist of State Department and USAID costs for civil side of national security efforts, 
support of police and law enforcement, and some paramilitary forces, but they added at least $16 
billion in BA in FY2000 and $21.0 billion in FY2021.

• DHS plays a major role and added at least $66 billion in in BA in FY2000 and $52.0 billion in FY2021. 
However, the shift to major expenses in dealing with immigration issues are questionable. OMB no 
longer attempts special study of homeland defense spending of other Departments and Agencies.

• No reports on the value of aid provided by allies and strategic partners.
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Adding the Cost of
Veterans Affairs
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Today, virtually all official estimates of defense spending ignore the steadily rising costs of Veteran Affairs. The charts and tables in the PowerPoint brief show these
costs are now equal to roughly one-third of the total defense budget.

The Department of Veterans Affairs reports that the final cost in the VA budget authority – after the Congressional markup – was $243.3 billion. This reflects a long-
standing tendency to raise the request to gain political visibility and show that Congress is “pro-Veteran.” The VA budget brief also states that,

The VA budget has soared nearly five-fold in the past 20 years. In fiscal 2001, the VA budget totaled $45 billion. Ten years ago, it was about $125 billion, a little more than half of the House-
passed plan for fiscal 2021.

There are good reasons that Veterans spending in an all-volunteer force, which has been involved in continuous fighting since 2001, should increase – including the
increased survival from serious wounds, growth in risk, and repeated cycles of long deployments away from family and businesses in the case of reserves.

Asking a tiny percentage of Americans to bear these risks means that they deserve suitable compensation. Furthermore, even if the high estimate of Veterans Affairs
costs is used, the total cost of a revised defense budget would still be under 5% of the GDP and 20% of the federal budget – far smaller percentages than the time of
the Cold War.

However, such costs still need to be managed, and such spending needs to be as efficient and limited in cost growth as possible. And, the change in the cost of this
aspect of defense-related spending is striking. The tables in this section of the PowerPoint show that OMB reported the total cost in the budget authority of the
President’s request for mandatory Veterans benefits and services to be $238.809 billion. The table showing the Harrison and Daniels’ estimate of total defense
spending – that includes this figure but also adds $107.8 billion more for the Amortization of Unfunded Requirements Liabilities and $22.4 billion for Defense
Related Tax Expenditures – show the full request is actually increased by a total of $363.0 billion.

This raises serious question about just how large direct defense spending really is. If one uses the Harrison and Daniels’ estimates,

• The Defense Department portion of the budget in FY2021 is $716.2 billion.

• If one only adds Department of Energy nuclear weapons costs and other defense-related costs to this figure, the total rises to $753.5 billion.

• Adding all mandatory and discretionary Veterans Affairs spending would add $238.8 billion to $753.5 billion. This would raise the total FY2021 direct cost of
defense spending to $992.3 billion, and it would raise the total for the revised defense 050 account by 32%.

• If one uses the total of $753.5 for the defense 050 account – and adds $238.8 billion for Veterans Affairs, $101.7 billion for Amortization of Unfunded
Requirements Liabilities, and $22.5 billion for defense tax amortization – the total cost of the defense portion of the national security budget rises from $753.5
billion for the 050 account alone to $1,116.5 billion, a rise of 48%.
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The steady rises in the costs of Veterans Affairs alone seems to demand a need for full review as part of the defense budget. Harrison and Daniels note,

Beyond the national defense budget function, other funding in the budget that is related to defense or is a consequence of defense includes veterans’ benefits and services (700 budget
function), the amortization of unfunded liabilities in the military retirement and health care funds, and tax expenditures for military personnel and veterans. These other defense-related items
total $363 billion in PB21. Notably, funding for veterans’ benefits and services is 9.2 percent higher than the current fiscal year, adjusting for inflation, and is projected to continue growing in
future years, making it one of the fastest growing areas in the overall federal budget, not including emergency supplemental funding.

The percentage differences in such cost estimates have risen from 41.9% in FY2018, and they are projected to rises to 52.0% in FY2025. This reflects a long standing
tendency within the Congress to raise the request to gain political visibility and show that members are “pro-Veteran.”

After providing an accurate picture of total U.S. defense budget – and its impact on federal spending and the U.S. economy – there seems to be good reasons to add
Veterans Affairs spending to the total force defense alone. Certainly Veterans spending is a critical part of total national security spending. This is particularly true
because the Harrison and Daniels’ table shows the VA’s spending rose from $125.5 billion in FY2011 to $243.3 billion in FY2021 – nearly doubling over a decade.

Source: Todd Harrison and Seamus P. Daniels, An Analysis of the FY2021 Defense Budget, Defense360o, August 20, 2020, CSIS, pp. 1-2,
http://defense360.csis.org/wp-content/uploads/2020/08/Analysis-of-the-FY-2021-Defense-Budget.pdf.

http://defense360.csis.org/wp-content/uploads/2020/08/Analysis-of-the-FY-2021-Defense-Budget.pdf


Figure Forty-Six: The Real U.S. Defense Budget? 
(Less State, USAID, Foreign Aid, and Other Civil Funding)

Source: Todd Harrison and Seamus P. Daniels, An Analysis of the FY2021 Defense Budget, Defense360o, August 20, 2020, CSIS, pp. 1-2,
http://defense360.csis.org/wp-content/uploads/2020/08/Analysis-of-the-FY-2021-Defense-Budget.pdf.
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Percent Increase over O50 Defense:      41.9%           41.5%         43.8%           48.2%.       49.6%.         50.4%      51.3%         52.0%

http://defense360.csis.org/wp-content/uploads/2020/08/Analysis-of-the-FY-2021-Defense-Budget.pdf


Figure Forty-Seven: Veterans Affairs Estimate of the Massive Growth in 
Veterans Spending

(Budget Request in $billions and Final Funding)

Source: Veteran Affairs, Budget in Brief, FY2021, February 2020, https://www.va.gov/budget/docs/summary/fy2021VAbudgetInBrief.pdf ; Leo Shane III, “VA gets big funding 
increase in final fiscal 2021 budget deal,” Military Times, December 22,2020, https://www.militarytimes.com/news/pentagon-congress/2020/12/22/va-gets-big-funding-increase-in-
final-fiscal-2021-budget-deal/.. 
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FY2021 Budget Request Final FY2021 Budget
Under the budget approved by 
Congress, the fiscal 2021 budget for the 
department is $243 billion, up $3 billion 
from the president’s initial request 
earlier this year and up $26 billion from 
fiscal 2020 levels.
That includes boosts projects such as 
the electronic medical records overhaul, 
whose funding nearly doubled from 
about $1.5 billion last year to $2.6 
billion this year. VA officials are 
expected to expand the program to 
multiple new sites in 2021, resulting in 
new costs…
The VA budget has soared nearly five-
fold in the past 20 years. In fiscal 2001, 
the VA budget totaled $45 billion. Ten 
years ago, it was about $125 billion, a 
little more than half of the House-
passed plan for fiscal 2021.

https://www.va.gov/budget/docs/summary/fy2021VAbudgetInBrief.pdf
https://www.militarytimes.com/news/pentagon-congress/2020/12/22/va-gets-big-funding-increase-in-final-fiscal-2021-budget-deal/


Figure Forty-Eight: OMB Estimate of Growth in Veterans Affairs Spending
(Budget Request in $billions and Final Funding: As of February 2020)

Source: OMB, FY2021 Budget Submission, Table 24-1, February 2020, https://www.whitehouse.gov/wp-content/uploads/2020/02/24-1_fy21.pdf.   
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https://www.whitehouse.gov/wp-content/uploads/2020/02/24-1_fy21.pdf


Figure Forty-Nine: OMB Estimate of Key Departmental National Security Spending
($US billions)

Source: OMB, TABLE 25-1. FEDERAL BUDGET BY AGENCY AND ACCOUNT, FY2021 PRESIDENT'S BUDGET POLICY, February 2021, 
https://www.whitehouse.gov/wp-content/uploads/2020/02/25-1_fy21.pdf. 98

* Does not include Veterans programs, intelligence other than in DoD budget, defense civil programs, or all 
international aid.

https://www.whitehouse.gov/wp-content/uploads/2020/02/25-1_fy21.pdf
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The Impact of Spending by the Department of 
Homeland Security
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The next section of the PowerPoint summarizes the trends in direct spending by the Department of Homeland Security. This is one of the most diverse departments in 
the U.S. federal government and includes elements as diverse as the Coast Guard as well as the Cybersecurity and Infrastructure Security Agency (CISA). It’s budget 
is well written, in spite of this diversity, and it is one of the only federal departments or agencies that actually has an annual performance report. 

The first chart in the PowerPoint shows a total budget request for $75.9 billion in budget authority in FY2021, a request for $60.7 billion in gross discretionary budget 
authority and for $49.7 billion in adjusted net budget authority. 

The second raises more uncertainties about the total real cost of such activity. It displays an OMB estimate of related spending in other federal departments and 
agencies. OMB issues an annual analytical perspective entitled Homeland Security Funding Analysis that includes a wide range of related spending outside DHS. 

The total government-wide cost in budget authority – minus the activities in the Department of Defense – increases from $57.0 billion in FY2016 to $61.3 billion in 
FY2021. The Net Non-Defense Discretionary cost of the Department of Homeland Security rises from $45.2 billion in FY2016 to $50.7 billion in FY2021. 

Strikingly, the same OMB chart shows an FY2021 budget of only $41.8 billion for the actual defense budget in the budget authority of the Department of Homeland 
Defense. This is a clear warning about the lack of any official reporting on total national security expenditures and activities. 

Once again, there is no agreed way to cost the impact of this aspect of national security. For example,

• If the $49.7 billion in adjusted net budget authority for DHS is added to the request for $753.5 billion for the total 050 defense account, the total rises to $803.2 
billion (or by 7%).  

• If the $49.7 billion is added to the FY2021 total for both the direct cost of defense spending and Veterans Affairs, it raises the total from $992.3 billion to 1,042.0 
billion (or by 4.1%). 

• If the $49.7 billion for DHS is added to the total of $1,116.5 billion for defense, Veterans Affairs, Amortization of Unfunded Requirements Liabilities and defense 
tax amortization – estimated by Harrison and Daniels – the total request rises from $1,116.5 billion to $1,170.7 billion (or by 4.8%). 

These figures only cover the FY2021estimate by Harrison and Daniels and do not reflect the final defense bill. The full range of charts and tables in the PowerPoint 
show that there are many other ways such totals can be calculated, but all are far higher than $740.5 billion often used for the final funding for the Department of 
Defense alone, and they help illustrate the need for some agreed estimate of total U.S. national security spending that provides a meaningful subtotal for homeland 
security.



Figure Fifty: DHS FY2021 Budget Request

Source: DHS, FY2021 Budget in Brief: Homeland Security, February 2020, pp. 1,7 
https://www.dhs.gov/sites/default/files/publications/fy_2021_dhs_bib_web_version.pdf. 101

Percent of Total Budget Authority by 
Organization 

Overview

https://www.dhs.gov/sites/default/files/publications/fy_2021_dhs_bib_web_version.pdf


Figure Fifty-One: OMB Analysis of Homeland Security Funding FY2021 – I 

Source: OMB, Homeland Security Funding Analysis, Analytical Perspectives, FY2021, p. 355, 
https://obamawhitehouse.archives.gov/sites/default/files/omb/budget/fy2017/assets/ap_22_homeland_security.pdf. 102

https://obamawhitehouse.archives.gov/sites/default/files/omb/budget/fy2017/assets/ap_22_homeland_security.pdf


Source: U.S. Department of Homeland Security, FY 2019-2021 Congressional Justification, p. DHS-7, 
https://www.dhs.gov/sites/default/files/publications/dhs_overview_and_annual_performance_report.pdf.   
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Figure Fifty-One: OMB Analysis of Homeland Security Funding FY2021 – II 

https://www.dhs.gov/sites/default/files/publications/dhs_overview_and_annual_performance_report.pdf


Figure Fifty-Two: DHS–FY 2019 Strategic Review Ratings for Each Mission 
Program 

Source: U.S. Department of Homeland Security, FY 2019-2021 Annual Performance Report, p. 11; 
https://www.dhs.gov/sites/default/files/publications/dhs_overview_and_annual_performance_report.pdf.  

104

https://www.dhs.gov/sites/default/files/publications/dhs_overview_and_annual_performance_report.pdf


Figure Fifty-Three: DHS–U.S. Coast Guard

Source: U.S. Department of Homeland Security, FY 2021 Budget in Brief, p. 42, 
https://www.dhs.gov/sites/default/files/publications/fy_2021_dhs_bib_0.pdf. 105

https://www.dhs.gov/sites/default/files/publications/fy_2021_dhs_bib_0.pdf


Figure Fifty-Four: OMB Estimate of Direct Security Costs in State Department 
Budget

(Budget Request : As of February 2020)

Source: OMB, FY2021 Budget Submission, Table 24-1, February 2020, https://www.whitehouse.gov/wp-content/uploads/2020/02/24-1_fy21.pdf. 
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The Department of State is sometimes seen as spending large amounts on foreign aid and as somehow decoupled from the U.S. national security community. Some
small part of this isolationist criticism may be driven by the fact that it is a leading contestant for issuing the most boring and dysfunctional budget justification in the
U.S. government. Its justification is even more strategy free than the Department of Defense budget, has no regional summaries of its overall policies and actions, and
has the same interest as reading the annual tax return of a high-volume mortician.

In practice, however, it is an essential part of U.S national security efforts, and it is a partner of the Department of Defense – and one with a relatively low budget
request of some $44.1 billion a year for all international affairs activity and $40.8 billion for the State Department and U.S. aid. In FY2021, a total of $7.7 billion was
formally allocated to security assistance and direct roles in supporting U.S. defense and aid to partner and friendly states. The PowerPoint shows that the final enacted
totals for FY2021 were $44.22 billion for foreign operations, of which $9.0 billion went to security assistance.

Seen more broadly from the growing emphasis on all-domain operations and civil military competition with China and Russia, most of its budget plays a direct role in
national security. Civil foreign aid is critical to limiting the rise of extremism and terrorism, reducing the need for U.S. military intervention, reaching stable
diplomatic solutions and peace agreements, as well as substituting security assistance and arms control for expenditures on military forces.

The final table and chart in this section of the PowerPoint is drawn from CRS work that does a considerably better job of justifying the existence of the State
Department than the State Department actually makes for itself. It shows that the top 10 aid recipients are all key targets for aid to their civil security in order to
support U.S. strategic partnerships or limit/end internal conflicts. It also warns that the Trump administration’s proposed cuts in aid spending made it hard to fund
effective civil-military security efforts in key regions.

Once again, serious question emerge as to spending in other departments and agencies. These include key aspects of the competition with China, Iran, Korea, and
Russia in trade, sanctions, technology, manufacturing, and other key aspects of civil competition. Put bluntly, there is no effort within the federal government as of yet
to develop a coherent picture of U.S. strategy for such competition, the plans and programs involved, or its cost. Meanwhile, many statements by senior officials seem
to exaggerate the levels of success in both military and civil competition without providing any reliable analytic support for their statements.

The PowerPoint does, however, show how small of a percentage the State Department, Foreign Operations, and related programs’ expenditures are of the total federal
budget – only roughly 1%. Adding the State and USAID budgets to the total national security budget has only a limited impact.

• If the $44.2 billion in the State/USAID request is added to the $753.8 billion request for the 050 defense account and the previous net budget authority of $49.7
billion for DHS alone, the total rises from $803.2 billion to $847.7 billion (or by 12.5% over the 050 defense account).

• If $44.2 billion is added to the FY2021 total direct cost of defense spending, Veterans Affairs, and DHS, it raises the total from $1,042.0 billion to $1,086.2 billion
(or by 4.2%).

• If $44.2 billion is added to full total of $1,116.5 billion for defense and Veterans Affairs – suggested by Harrison and Daniels – plus $49.7 billion for DHS, the total
rises from $1,188.7 billion to $1,232.9 billion (or by 3.7%).

Here, the problem is not spending too much but too little. Regardless of which approach one chooses, the percentages for State seem too low to effectively implement
the National Security Strategy announced under the Trump Administration, and it seem even less able to implement the focus on diplomacy that Present Biden
announced shortly after taking office. The balance between the military and civil sector favors the military and counterterrorism to the point where an effective whole
of government approach – one that properly blends civil-military security efforts – has little more than “hole in government” funding.



Figure Fifty-Five: State, Foreign Operations, and Related Programs (SFOPS) 
FY2020 

Source: Department of State, Foreign Operations, and Related Programs: FY2021 Budget and 
Appropriations, CRS R46367, February 2, 2021, p. 1, https://crsreports.congress.gov/product/pdf/R/R46367.  109
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Figure Fifty-Six: State Department Regional Thematic Priorities, FY2021 
Request 

Source: Department of State, Foreign Operations, and Related Programs: FY2021 Budget and 
Appropriations, CRS R46367, February 2, 2021, p. 24, https://crsreports.congress.gov/product/pdf/R/R46367.  110
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Figure Fifty-Seven: FY2021 State Department Budget Request

Source: Excerpted from Congressional Budget Justification, Department of State, Foreign Operations, and Related Programs, FY2021, February 10, 
2020, https://www.state.gov/wp-content/uploads/2020/02/FY-2021-CBJ-Final-508compliant.pdf. 111

https://www.state.gov/wp-content/uploads/2020/02/FY-2021-CBJ-Final-508compliant.pdf


Figure Fifty-Eight: Foreign Operations, by Type, FY2019-FY2021 
(In billions of U.S. dollars) 

Source: Department of State, Foreign Operations, and Related Programs: FY2021 Budget and 
Appropriations, CRS R46367, February 2, 2021, p. 14, https://crsreports.congress.gov/product/pdf/R/R46367.  112
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Figure Fifty-Nine: State Department Security Assistance Account, FY2019-
FY2021 

(In billions of U.S. dollars) 

Source: Department of State, Foreign Operations, and Related Programs: FY2021 Budget and 
Appropriations, CRS R46367, February 2, 2021, p. 14, https://crsreports.congress.gov/product/pdf/R/R46367.  113

The Trump Administration requested $7.73 billion in international security assistance for 
FY2021, an increase of 4.3% from the FY2020 request and 14.3% below the FY2020-enacted 
level. The greatest cuts to security assistance accounts would have been to Peacekeeping 
Operations (PKO, -36.6%) and International Military Education and Training (IMET, -27.4%).

Consistent with prior year requests and appropriations, the majority of security assistance ($5.19 
billion) would have been for Foreign Military Financing (FMF) to the
Middle East, including $3.30 billion in grants to Israel. 

As in the Trump Administration’s past three budget proposals, the FY2021
request sought flexibility to provide FMF assistance through a combination of grants
and loans, including loan guarantees, rather than the current use of FMF on an almost
exclusive grant basis. 

The Administration asserted that this authority would both “expand the tools available to the 
United States to help NATO and Major-Non NATO allies, purchase more American-made
defense equipment and related services” and “increase burden sharing by asking these partners 
to contribute more national funds to foreign military sales cases.” 

The House legislation included $9.02 billion in security assistance, which was essentially level 
with FY2020 enacted funding but represented a 16.6% increase from the Trump 
Administration’s proposal. The enacted omnibus legislation provided $9.00 billion in security 
assistance, a slight decrease from FY2020 enacted funding but a 10.9% increase from the 
Administration’s request. 

https://crsreports.congress.gov/product/pdf/R/R46367


Figure Sixty: FY2021 State Department Ends OCO Request

Source: Excerpted from Congressional Budget Justification, Department of State, Foreign Operations, and Related Programs, FY2021, February 10, 
2020, p. 9, https://www.usaid.gov/sites/default/files/documents/9276/FY-2021-CBJ-Final.pdf. 114
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Figure Sixty-One: FY2021 State Department Foreign Military Financing

Source: Excerpted from Congressional Budget Justification, Department of State, Foreign Operations, and Related Programs, FY2021, February 10, 
2020, p. 133, https://www.usaid.gov/sites/default/files/documents/9276/FY-2021-CBJ-Final.pdf. 115
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Figure Sixty-Two: State Department Aid Recipients, FY2021 Request 

Source: Department of State, Foreign Operations, and Related Programs: FY2021 Budget and 
Appropriations, CRS R46367, February 2, 2021, p. 25, https://crsreports.congress.gov/product/pdf/R/R46367.  116
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The intelligence community is the final part of the federal budget that clearly needs to be included in any total of direct national security expenditures. Here, a long 
history of gross over-classification still limits the data available. Progress has been made in reducing the classification of intelligence data to the point where given 
agencies are clearly identified, but no official data are available on their individual budgets – although the chance of zero leakage to major hostile powers is zero, and 
the broad total budgets/gross functional cost breakouts by agency do not represent a credible classification issue.

This lack of detail may have been harmless in the past, but it will make it even more difficult to assess civil spending on national security or to know whether funding 
for cyber, all-domain warfare, artificial intelligence, space, and strategic partners is adequate. The U.S. should not risk critical data on intelligence sources and means, 
but no one can dismiss Alain Einthoven’s comment on intelligence back in the early 1960s: after a long battle to fully examine all the data that DIA then held on 
Russian forces: “We lifted up the fig leaf and there was nothing there.”

Today, the problem often seems to be far more a lack of leadership at the White House level; a lack of focus on a real strategy; a failure to produce an updated, 
unclassified threat assessment; and a lack of willingness to use net assessments to support strategy, plans, programs, and budgets. Nevertheless, intelligence is a key 
aspect of national security, and it deserves as much transparency and examination of its funding needs just as much as the other elements of the U.S. national security 
effort.

This means that the total cost of the intelligence community’s activities, and not just the Military Intelligence Program (MIP), should be added to the national security 
total:

• If the $38.8 billion in the non-defense parts of the intelligence community budget is added to the $753.8 billion request for the 050 defense account along with the 
net budget authority of $49.7 billion for DHS as well as the $44.2 billion in the State/USAID request, the total rises from $847.7 billion to $886.5 billion (or by 
4.5%).

• If $38.8 billion is added to the FY2021 total direct cost of defense spending and Veterans Affairs – plus DHS and State – it raises the total to $1,086.2 billion (or by 
4.2%). It would be 18% higher than the defense 050 account alone.

• If $38.8 billion is added to the full total of $1,116.5 billion for defense, Veterans Affairs, and other related defense spending – suggested by Harrison and Daniels –
along with the $49.7 billion for DHS and $44.7 billion for State, the total rises from $1,188.7 billion to $1,232.9 billion (or by 3.7%). 



Figure Sixty-Three: FY2021 ODNI Intelligence Budget Request

Source: https://www.dni.gov/index.php/newsroom/press-releases/item/2097-a-dni-releases-fy-2021-budget-request-figure-for-the-national-
intelligence-program, and https://www.defense.gov/Newsroom/Releases/Release/Article/2080605/department-of-defense-releases-2021-military-
intelligence-program-budget-request/. 119

ODNI Press Release DoD Press Release

For further details on mark up, see https://www.congress.gov/116/crpt/hrpt565/CRPT-116hrpt565.pdf, and 
https://www.intelligence.senate.gov/publications/intelligence-authorization-act-fiscal-year-2021. Senate version refers to Director of National 
Intelligence (ODNI), Central Intelligence Agency (CIA), National Reconnaissance Office (NRO), Defense Intelligence Agency (DIA),
NSA, and National Geospatial- Intelligence Agency (NGA) plus various Departments.

https://www.dni.gov/index.php/newsroom/press-releases/item/2097-a-dni-releases-fy-2021-budget-request-figure-for-the-national-intelligence-program
https://www.defense.gov/Newsroom/Releases/Release/Article/2080605/department-of-defense-releases-2021-military-intelligence-program-budget-request/
https://www.congress.gov/116/crpt/hrpt565/CRPT-116hrpt565.pdf
https://www.intelligence.senate.gov/publications/intelligence-authorization-act-fiscal-year-2021


Figure Sixty-Four: U.S. Intelligence Community 
Budget - I

Source: Excerpted from ODNI, National Intelligence Community Budget, Accessed 21.1.2021, https://www.dni.gov/index.php/what-we-do/ic-budgetf-the-ic.  120

Note: The U.S. intelligence budget has two major components: the National Intelligence Program and the Military Intelligence Program. The National Intelligence Program includes all 
programs, projects and activities of the intelligence community as well as any other intelligence community programs designated jointly by the DNI and the head of department or agency, or 
the DNI and the President. The MIP is devoted to intelligence activity conducted by the military departments and agencies in the Department of Defense that support tactical U.S. military 
operations. In addition, other departments and agencies may engage in certain activities related to intelligence for their own mission needs that are not captured here.

https://www.dni.gov/index.php/what-we-do/ic-budgetf-the-ic


Figure Sixty-Four: U.S. Intelligence Community 
Budget - II

Source: Excerpted from ODNI, National Intelligence Community Budget, Accessed 21.1.2021, https://www.dni.gov/index.php/what-we-do/ic-budgetf-the-ic.  121

1. The updated aggregate amount of FY 2020 appropriations requested for the NIP is $62.8 billion.
2. The updated aggregate amount of FY 2019 appropriations requested for the NIP is $59.9 billion.
3. The updated aggregate amount of FY 2019 appropriations appropriated for the NIP is $60.2 billion.
4. The updated aggregate amount of FY 2018 appropriations requested for the NIP is $57.7 billion.
5. The updated aggregate amount of FY 2017 appropriations requested for the NIP is $54.9 billion.
6. The aggregate amount appropriated to the NIP for Fiscal Year 2013 was $52.7 billion, which was reduced by sequestration to
$49.0 billion.
7. The aggregate amount appropriated to the MIP for Fiscal Year 2013 was $19.2 billion, which was reduced by sequestration to
$18.6 billion.
8. Prior to 2007 there was no statutory requirement to publish the NIP appropriated topline figure.

Disclosure of Appropriated Funds
One of the recommendations of the 9/11 Commission was for the Intelligence Community to declassify its budget. This 
recommendation was enacted in 2007 by section 601 of the Implementing Recommendations of the 9/11 Commission Act 
(Public Law 110-53). This law established the requirement for the Director of National Intelligence to disclose the "aggregate 
amount of funds appropriated by Congress” for the NIP within 30 days of the end of the fiscal year.
Disclosure of Requested Funds
The National Intelligence Program budget request was first publicly disclosed in February 2011, pursuant to a requirement 
enacted by Congress in Section 364 of the Intelligence Authorization Act for Fiscal Year 2010. The Military Intelligence 
Program budget request was first released in February 2012.

The updated aggregate amount of FY 2020 appropriations requested for the NIP is $62.8 billion.

https://www.dni.gov/index.php/what-we-do/ic-budgetf-the-ic
http://www.gpo.gov/fdsys/pkg/PLAW-110publ53/content-detail.html


Figure Sixty-Five: U.S. Intelligence Community - I

Source: ODNI, Members of the Intelligence Community, https://www.dni.gov/index.php/what-we-do/members-of-the-ic. 
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The U.S. Intelligence Community is composed of the following 18
organizations:

Two independent agencies—the Office of the Director of National
Intelligence (ODNI) and the Central Intelligence Agency (CIA);

Nine Department of Defense elements—the Defense Intelligence
Agency (DIA), the National Security Agency (NSA), the National
Geospatial- Intelligence Agency (NGA), the National
Reconnaissance Office (NRO), and intelligence elements of the five
DoD services; the Army, Navy, Marine Corps, Air Force, and Space
Force.

Seven elements of other departments and agencies—the Department
of Energy’s Office of Intelligence and Counter-Intelligence; the
Department of Homeland Security’s Office of Intelligence and
Analysis and U.S. Coast Guard Intelligence; the Department of
Justice’s Federal Bureau of Investigation and the Drug Enforcement
Agency’s Office of National Security Intelligence; the Department of
State’s Bureau of Intelligence and Research; and the Department of
the Treasury’s Office of Intelligence and Analysis

Air Force Intelligence

Army Intelligence

Central Intelligence Agency

Coast Guard Intelligence

Defense Intelligence Agency

Department of Energy

Department of Homeland Security

Department of State

Department of the Treasury

Drug Enforcement Administration
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National Security Agency

Navy Intelligence

Space Force Intelligence

Air Force Intelligence: The U.S. Air Force Intelligence, 
Surveillance, and Reconnaissance (USAF ISR) Enterprise is 
America's leading provider of finished intelligence derived from 
airborne, space, and cyberspace sensors. The USAF ISR Enterprise 
delivers decision advantage in order to enable commanders to 
achieve kinetic and non-kinetic effects on targets anywhere on the 
globe in support of national, strategic, operational, and tactical 
requirements. The AF/A2 is the USAF's Senior Intelligence Officer 
and is responsible for functional management of all Air Force global 
integrated ISR capabilities, including oversight of planning, 
programming, and budgeting; developing and implementing the Air 
Force policies and guidance for managing Air Force global integrated 
ISR activities; and professional development, training, education, 
readiness, and deployment of 50,000 military and civilian United 
States Air Force intelligence personnel.

Army Intelligence: U.S. Army Intelligence (G-2) is responsible for 
policy formulation, planning, programming, budgeting, management, 
staff supervision, evaluation, and oversight for intelligence activities 
for the Department of the Army. The G-2 is responsible for the 
overall coordination of the five major military intelligence (MI) 
disciplines within the Army: Imagery Intelligence, Signals 
Intelligence, Human Intelligence, Measurement and Signature 
Intelligence, and Counterintelligence and Security Countermeasures.

Central Intelligence Agency: The Central Intelligence Agency 
(CIA) is responsible for providing national security intelligence to 
senior U.S. policymakers. The CIA director is nominated by the 
president and confirmed by the Senate. The director manages the 
operations, personnel, and budget of the CIA and acts as the National 
Human Source Intelligence manager. The CIA is separated into seven 
basic components: Directorate of Analysis, Directorate of 
Operations, Directorate of Science and Technology, Directorate of 
Support, Directorate of Digital Innovation, Mission Centers, and 
Offices of the Director. They carry out “the intelligence cycle,” the 
process of collecting, analyzing, and disseminating intelligence 
information to top U.S. government officials.

Coast Guard Intelligence: The Coast Guard's broad responsibilities 
include protecting citizens from the sea (maritime safety), protecting 
America from threats delivered by the sea (maritime security), and 
protecting the sea itself (maritime stewardship). The Coast Guard's 
persistent presence in the maritime domain, due to its diverse mission 
sets and broad legal authorities, allows it to fill a unique niche within 
the Intelligence Community. Because of its unique access, emphasis, 
and expertise in the maritime domain Coast Guard Intelligence can 
collect and report intelligence that not only supports Coast Guard 
missions, but also supports national objectives. Coast Guard 
Intelligence strives to create decision advantage to advance U.S. 
interests by providing timely, actionable, and relevant intelligence to 
shape Coast Guard operations, planning, and decision-making, and to 
support national and homeland security intelligence requirements.
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Defense Intelligence Agency The Defense Intelligence Agency is a 
Department of Defense combat support agency. With more than 
16,500 military and civilian employees worldwide, DIA is a major 
producer and manager of foreign military intelligence and provides 
military intelligence to warfighters, defense policymakers and force 
planners, in the DOD and the Intelligence Community, in support of 
U.S. military planning and operations and weapon systems 
acquisition. The DIA director serves as principal adviser to the 
secretary of defense and to the chairman of the Joint Chiefs of Staff 
on matters of military intelligence. The director also chairs the 
Military Intelligence Board, which coordinates activities of the 
defense intelligence community.

Department of Energy The U.S. Department of Energy's Office of 
Intelligence and Counterintelligence is responsible for the 
intelligence and counterintelligence activities throughout the DOE 
complex, including nearly 30 intelligence and counterintelligence 
offices nationwide. The mission is to protect, enable, and represent 
the vast scientific brain trust resident in DOE's laboratories and 
plants. The office protects vital national security information and 
technologies, representing intellectual property of incalculable value, 
and provides unmatched scientific and technical expertise to the U.S. 
government to respond to foreign intelligence, terrorist and cyber 
threats, to solve the hardest problems associated with U.S. energy 
security, and to address a wide range of other national security issues.

Department of Homeland Security The Office of Intelligence and 
Analysis is responsible for using information and intelligence from 
multiple sources to identify and assess current and future threats to 
the U.S. DHS Intelligence focuses on four strategic areas: Promote 
understanding of threats through intelligence analysis; Collect 
information and intelligence pertinent to homeland security; Share 
information necessary for action; and Manage intelligence for the 
homeland security enterprise. The Under Secretary for I&A also 
serves as DHS’ chief intelligence officer and is responsible to both 
the secretary of Homeland Security and the director of National 
Intelligence.

Department of State The Bureau of Intelligence and Research 
provides the Secretary of State with timely, objective analysis of 
global developments as well as real-time insights from all-source 
intelligence. It serves as the focal point within the Department of 
State for all policy issues and activities involving the Intelligence 
Community. The INR Assistant Secretary reports directly to the 
Secretary of State and serves as the Secretary's principal adviser on 
all intelligence matters. INR's expert, independent foreign affairs 
analysts draw on all-source intelligence, diplomatic reporting, INR's 
public opinion polling, and interaction with U.S. and foreign 
scholars. Their strong regional and functional backgrounds allow 
them to respond rapidly to changing policy priorities and to provide 
early warning and in-depth analysis of events and trends that affect 
U.S. foreign policy and national security interests.

Department of the Treasury The Office of Intelligence and 
Analysis was established by the Intelligence Authorization Act for 
fiscal 2004. OIA is responsible for the receipt, analysis, collation, and 
dissemination of foreign intelligence and foreign counterintelligence 
information related to the operation and responsibilities of the 
Department of the Treasury. OIA is a component of the U.S. 
Department of the Treasury’s Office of Terrorism and Financial 
Intelligence (TFI). TFI marshals the Department’s intelligence and 
enforcement functions with the twin aims of safeguarding the 
financial system against illicit use and combating rogue nations, 
terrorist facilitators, weapons of mass destruction proliferators, 
money launderers, drug kingpins, and other national security threats.

Drug Enforcement Administration The Drug Enforcement 
Administration is responsible for enforcing the controlled substance 
laws and regulations of the United States. DEA’s Office of National 
Security Intelligence (ONSI) became a member of the IC in 2006. 
ONSI facilitates full and appropriate intelligence coordination and 
information sharing with other members of the U.S. Intelligence 
Community and homeland security elements. 

Its goal is to enhance the U.S.’s efforts to reduce the supply of drugs, 
protect national security, and combat global terrorism. DEA has 21 
field divisions in the U.S. and more than 80 offices in more than 60 
countries worldwide. 

Federal Bureau of Investigation The FBI, as an intelligence and 
law enforcement agency, is responsible for understanding threats to 
our national security and penetrating national and transnational 
networks that have a desire and capability to harm the U.S. The 
Intelligence Branch is the strategic leader of the FBI’s Intelligence 
Program and drives collaboration to achieve the full integration of 
intelligence and operations, and it proactively engages with the 
Bureau’s partners across the intelligence and law enforcement 
communities. By overseeing intelligence policy and guidance, the 
Intelligence Branch ensures the FBI’s intelligence production 
remains objective and strikes the correct balance between strategic 
and tactical work.

Marine Corps Intelligence The U.S. Marine Corps produces tactical 
and operational intelligence for battlefield support. Its IC component 
is comprised of all intelligence professionals in the Marine Corps 
responsible for policy, plans, programming, budgets, and staff 
supervision of intelligence and supporting activities within the 
USMC. The department supports the commandant of the Marine 
Corps in his role as a member of the Joint Chiefs of Staff, represents 
the service in Joint and Intelligence Community matters, and 
exercises supervision over the Marine Corps Intelligence Activity. 
The department has service staff responsibility for geospatial 
intelligence, advanced geospatial intelligence, signals intelligence, 
human intelligence, counterintelligence, and ensures there is a single 
synchronized strategy for the development of the Marine Corps 
Intelligence, Surveillance, and Reconnaissance Enterprise. The 
Marine Corps' director of intelligence is the commandant's principal 
intelligence staff officer and the functional manager for intelligence, 
counterintelligence, and cryptologic matters.

Source: ODNI, Members of the Intelligence Community, https://www.dni.gov/index.php/what-we-do/members-of-the-ic. 
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National Geospatial-Intelligence Agency The National Geospatial-
Intelligence Agency provides timely, relevant, and accurate 
geospatial intelligence in support of national security objectives. 
Information collected and processed by NGA is tailored for 
customer-specific solutions. By giving customers ready access to 
geospatial intelligence, NGA provides support to civilian and military 
leaders and contributes to the state of readiness of U.S. military 
forces. NGA also contributes to humanitarian efforts such as tracking 
floods and fires, and in peacekeeping. NGA is a Department of 
Defense Combat Support Agency. Headquartered in Springfield, Va., 
NGA operates major facilities in the St. Louis, Mo. and Washington, 
D.C. areas. The agency also fields support teams worldwide.

National Reconnaissance Office The National Reconnaissance 
Office designs, builds and operates the nation's reconnaissance 
satellites. NRO products, provided to an expanding list of customers 
like the Central Intelligence Agency and the Department of Defense, 
can warn of potential trouble spots around the world, help plan 
military operations, and monitor the environment. As part of the 
Intelligence Community, the NRO plays a primary role in achieving 
information superiority for the U.S. Government and Armed Forces. 
A DOD agency, the NRO is staffed by DOD and CIA personnel. It is 
funded through the National Reconnaissance Program, part of the 
National Foreign Intelligence Program.

National Security Agency/Central Security Service: The National 
Security Agency/Central Security Service is the nation's cryptologic 
organization that coordinates, directs, and performs highly 
specialized activities to protect U.S. information systems and to 
produce foreign signals intelligence information. A high-technology 
organization, NSA is at the forefront of communications and 
information technology. NSA is also one of the most important 
centers of foreign language analysis and research within the U.S. 
government and is said to be the largest employer of mathematicians 
in the United States and perhaps the world. Founded in 1952, NSA is 
part of the Department of Defense and a member of the U.S. 
Intelligence Community. The Agency supports military customers, 
national policymakers, and the counterterrorism and 
counterintelligence communities, as well as key international allies. 
Its workforce represents an unusual combination of specialties: 
analysts, engineers, physicists, mathematicians, linguists, computer 
scientists, researchers, as well as customer relations specialists, 
security officers, data flow experts, managers, administrative officers 
and clerical assistants.

Source: ODNI, Members of the Intelligence Community, https://www.dni.gov/index.php/what-we-do/members-of-the-ic. 

Navy Intelligence Under the direction of the 
Director of Naval Intelligence, the U.S. Navy’s 
intelligence team is the leading provider of 
maritime intelligence to Navy and joint/combined 
warfighting forces, as well as national decision 
makers and other partners/consumers in the U.S. 
National Intelligence Community. Naval 
Intelligence is comprised of active duty and 
reserve military, and civilian personnel, serving at 
sea and ashore around the world.

Space Force Intelligence The U.S. Space Force 
(USSF) is a new branch of the Armed Forces. It 
was established on December 20, 2019 with 
enactment of the Fiscal Year 2020 National 
Defense Authorization Act and will be stood-up 
over the next 18 months. The USSF was 
established within the Department of the Air 
Force, meaning the Secretary of the Air Force has 
overall responsibility for the USSF, under the 
guidance and direction of the Secretary of 
Defense. Additionally, a four-star general known 
as the Chief of Space Operations (CSO) serves as 
the senior military member of the USSF.

https://www.dni.gov/index.php/what-we-do/members-of-the-ic


Figure Sixty-Six: ODNI 
Fact Sheet

Source: ODNI Fact Sheet, 2.24.2017;  https://www.dni.gov/files/documents/FACTSHEET_ODNI_History_and_Background_2_24-17.pdf. 

125

..the DNI is the principal intelligence adviser to the 
President, and determines and manages the National 
Intelligence Program (NIP) budget of more than $50 
billion, the U.S. government’s total intelligence spending 
aside from military intelligence. The DNI is also tasked 
with integrating the efforts of the 17 elements of the 
Intelligence Community (IC)…

….the ODNI became responsible for the President’s Daily 
Briefing staff and the National Intelligence Council (NIC), 
previously housed within the Central Intelligence Agency 
(CIA), to fulfill the DNI’s role as principal intelligence 
advisor. 

ODNI also gained three IC mission-focused centers. The 
National Counterterrorism Center (NCTC), previously the 
Terrorist Threat Integration Center; the Office of the 
National Counterintelligence Executive, changed to the 
National Counterintelligence and Security Center in 2014; 
and the National Counterproliferation Center, formed 
from IC elements; as well as the Office of the Program 
Manager for the Information Sharing Environment were 
all established in 2005. In 2007, the establishment of the 
Intelligence Advanced Research Projects Activity 
integrated the previously disparate technology-research 
offices within the CIA, the National Geospatial-
Intelligence Agency, and the National Security Agency. 

https://www.dni.gov/files/documents/FACTSHEET_ODNI_History_and_Background_2_24-17.pdf
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Guessing at the Total 
Cost of National Security
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These are very rough numbers and they do not include a wide range of national security costs in other federal spending like the Department of the Treasury, 
Department of Commerce, and Department of the Interior. They do, however, show that the full 050 Department of Defense account probably only accounts for less 
than 60% of the real cost of national security and that the “civil” side of national security is as important as the military one. 

The U.S. simply cannot develop effective civil-military strategies, plan, programs, and budgets without some agreed way to define total national security spending. 
Fixing the defense budget is of critical importance, but it cannot be enough. No one can assess national security efforts without some agreed data on their past, 
current, and future costs.

Moreover, civil economic competition with powers like China, using activities like gray area sanctions and trade policies – as well as the need to use diplomacy and 
aid more effectively – all emphasize the need to end the present lack of any overall analysis on national security spending. The world is not becoming a nicer place. 
History is not ending. The combined forces of extremism, authoritarianism, Covid-19, population pressure, and the instability of weak and failed states are all too 
clear.

Following the money is only part of the story, but the ability to manage resources effectively and to work more effectively with strategic partners and other states is 
critical.

The OMB and CBO should be charged with providing a full analysis of the entire U.S. national security budgets, and each Department and Agency should report and 
justify its own efforts in national security – adapting to the fact that the cost of great power economic competition will be an increasingly important aspect of such 
efforts, as will federal investment in high technology science, technology, engineering, math research, development, and manufacturing.
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Estimating the Real Costs of 
War: A Case Study
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The need to tie all major national security spending activity to real strategies with real plans, programs, and budgets – and to include all of the military 
and civil costs involved – is illustrated in the final part of this analysis. It provides a case study on the scale of U.S. inability to effectively manage the 
resources in has allocated to its wars in Afghanistan and Iraq. Both have been wars where the management of resources have been critical and where 
the integration of civil/military efforts has served to be critical in defeating the threat; winning popular support; and creating some form of unity and 
basis for a stable, local force.

In practice, however, the U.S. has never been able to provide convincing official estimates of the full cost of either war, and the level of the reporting 
has declined steadily over time. The supporting PowerPoint provides a range of largely official estimates tracing the cost of U.S. wars. 

• The first slide provides a CRS estimate of total defense spending dating back to the Korean conflict, and it shows their cost in constant dollars. It 
is a warning of how suddenly wars can change all the content and dynamics of the defense budget and national security programs. It also 
demonstrates just how costly the estimates of the peak years of the Afghan and Iraq wars have been relative to past wars and peacetime defense 
spending. It also serves as a grim lesson in the extent to which war exceeds the cost of effective levels of deterrence, arms control, and 
negotiation.

• The second slide shows the impact of personnel and of the overall deployments of U.S. forces overseas. It provides many of the same lessons 
regarding the value of effective deterrence and negotiation.

• The third and fourth slide provide estimates for the cost of both wars from FY2001 to FY2019. In spite of the fact that they come from the same 
document and from the Department of Defense, a close look at the totals shows that the totals are never the same for any given year. They also are 
typical in that they deal with wars that had massive civil, political, and economic dimensions alongside the fact they were driven by internal 
divisions – but they do not include the cost of civil aid programs or reflect any integrated whole of government approach. 

• The fifth slide also comes from the Department of Defense. Once again, most of the totals do not track with other charts, and here it is clear that 
Congress cheated extensively on its Budget Control Act, using the exemption for war spending to hide increases in baseline spending.

• The sixth slide illustrates the same patterns by major spending category for FY2019 through the FY2021 budget request. 
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• The seventh slide is part of a CRS estimate published in 2014. It is one of the few estimates that attempt to show the relative levels of military and civil spending, 
and it is clear how few resources were put into civil efforts in site of the fact that both conflicts were highly political – and that economic and political development 
and stability were critical to any real change of lasting victory and stability.

This chart is particularly striking because the State Department and USAID began to sharply cut back on all war-related spending reports and on inputs to 
Congressional reports during FY2011-FY2015. Current reports – even joint reports by the Inspector Generals of the DoD, State, and USAID – provide no civil 
spending estimates at all. 

• The eighth slide draws on work by the Special Inspector General for Afghan Reconstruction (The case study of Afghanistan shows how incredibly unstable and 
irregular the patterns were in all forms of aid spending for the Afghan war). This kind of turbulence in spending as well as the sudden rise and fall in trends are a 
classic warning of terrible consistency in planning and program execution – as well as an indication of waste and incompetence.

• The ninth slide has excerpts of the latest full DoD breakout of wartime spending by category. It lumps together the cost of all wars and military operations, and it is 
essentially useless in proving any insight into a given conflict.

• The tenth slide summarizes an academic effort to cost operations in major war zones from 2001-2020. It raises all of the same previous issues dealing with the need 
to have accurate estimates of total national security spending. It should be noted, however, that the estimate of total cost is $6.4 trillion, while the Department of 
Defense and the Executive Branch’s estimates would only be a fraction of this total.

These failures to report effectively on planning, programming, and budgeting for either war provide classic case examples of the deep flaws in the entire national 
security budget process.



Source: CRS, FY2021 Defense Budget Request: An Overview, February 20, 2020, https://fas.org/sgp/crs/natsec/IN11224.pdf.  131

Figure Sixty-Seven:

https://fas.org/sgp/crs/natsec/IN11224.pdf
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Figure Sixty-Eight: Deterrence vs. War: 1953-2017 



Source: DoD, COST OF WAR through September 30, 2019, Cost of War Report, p.7, https://fas.org/man/eprint/cow/fy2019q4.pdf. 133

Figure Sixty-Nine: Department of Defense Cost of War Report of September 2019 
Requests FY 2001 – FY 2019 ($1,841B) 

Dollars in U.S. Billions

https://fas.org/man/eprint/cow/fy2019q4.pdf


Source: DoD, COST OF WAR through September 30, 2019, Cost of War Report, p.12, https://fas.org/man/eprint/cow/fy2019q4.pdf. 134

Figure Seventy: Department of Defense Cost of War Report of September 
2019: Total War-related Obligations by Year Appropriated 

https://fas.org/man/eprint/cow/fy2019q4.pdf


Source: DoD, COST OF WAR through September 30, 2019, Cost of War Report, p.12, https://fas.org/man/eprint/cow/fy2019q4.pdf. 135

Lead Inspector General Cost of War Report of February 2021: I

https://fas.org/man/eprint/cow/fy2019q4.pdf
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Lead Inspector General Cost of War Report of February 2021: II

Note: On December 27, 2020, President Trump signed the Consolidated Appropriations Act, 2021 into law. The legislation, which funds the federal 
government through FY 2021, provides the DoD with a total of $740.5 billion, which includes $671.5 billion in base funding and $69 billion in OCO funding. 
Compared to the FY 2020 enacted appropriations, this is a $4.6 billion increase in base funding and a $2 billion decrease in OCO funding. 

The DoD’s OCO appropriation for FY 2021 includes $710 million for the Counter-ISIS Train and Equip Fund, a decrease from the $1.2 billion appropriated 
for this fund in FY 2020. This funding provides assistance including training, equipment, logistics support, stipends, and infrastructure to regular and irregular 
foreign forces engaged in the fight against ISIS in Iraq and Syria, as well as Jordan, Lebanon, Egypt, and Tunisia. 

The FY 2021 appropriation for the DoS, USAID, and related agencies is $58.3 billion, which includes $8 billion in OCO funding. This represents a $3.2 
billion increase from the FY 2020 appropriation of $55.1 billion. OCO funds appropriated to the DoS and USAID are designated primarily for peacekeeping 
operations, the Foreign Military Financing program, migration and refugee assistance, international disaster assistance, and the Worldwide Security Protection 
program, which funds efforts to protect DoS life and property in hazardous environments such as Iraq. 

This quarter, the DoD Comptroller released the DoD’s congressionally mandated Cost of War report, which details the DoD’s spending on overseas 
contingency operations in Iraq, Syria, and Afghanistan through September 30, 2020. According to this report, the DoD has spent $1.62 trillion in support of 
contingency operations since September 11, 2001. The total cost of operations in Iraq over that time (including operations in Syria) was $780 billion, of which 
$49.4 billion has been obligated in support of OIR since that operation began in 2014. 

The DoD Comptroller reported that the DoD obligated $8.9 billion for OIR during FY 2020, which was 24 percent less than the $11.8 billion spent on OIR in 
FY 2019. The DoD Comptroller reported that average monthly spending on all OCOs during this quarter was $5.4 billion, of which $1 billion was in support 
of OIR. According to the Cost of War report, these obligations cover all expenses related to the conflicts, including war-related operational costs, support for 
deployed troops, and transportation of personnel and equipment. 

Source: Adapted from Lead Inspector General, Operation Inherent Resolve, Quarterly Report to Congress, October 1, 2020 to December 31,2020, February 2021, pp. 78-79, 
https://www.stateoig.gov/system/files/lead_inspector_general_for_operation_inherent_resolve_october_1_2020_-_december_31_2020.pdf.

https://www.stateoig.gov/system/files/lead_inspector_general_for_operation_inherent_resolve_october_1_2020_-_december_31_2020.pdf


Source: OSD Comptroller, FY2021 Defense Budget Request: An Overview, February 20, 2020, pp. 6-3 to 6-4, 
https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/fy2021_Budget_Request_Overview_Book.pdf. 137

Figure Seventy-One: Putting Baseline and Other Spending in the OCO Budget 
Request: FY2015-FY2021 

($ in Billions) 
OIR = Direct cost of Operation Inherent Resolve – Iraq/Syria; OFS = Direct cost of Operation Freedom's Sentinel – Afghanistan; 
and EDI = cost of European Defense Initiative

https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/fy2021_Budget_Request_Overview_Book.pdf


Source: Special Inspector General for Afghan Reconstruction (SIGAR), Quarterly Report to Congress, January 30, 2021, p. 28, https://www.sigar.mil/pdf/quarterlyreports/2021-01-30qr.pdf.  

Figure Seventy-Two: Cost of Afghan War to DoD vs. Cost of Aid 
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https://www.sigar.mil/pdf/quarterlyreports/2021-01-30qr.pdf


Source: OSD Comptroller, FY2021 Defense Budget Request: An Overview, February 20, 2020, pp. 6-3 to 6-4, 
https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/fy2021_Budget_Request_Overview_Book.pdf.   139

Figure Seventy-Three: OSD Comptroller Estimate of Trends in OCO Funding in 
FY2021 Budget Request 

($ in Billions) 

https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/fy2021_Budget_Request_Overview_Book.pdf


Source: Amy Belasco, The Cost of Iraq, Afghanistan, and Other Global War on Terror Operations Since 9/11, CRS RL31010, p.17, 
https://digital.library.unt.edu/ark:/67531/metadc501660/m1/1/high_res_d/RL33110_2014Dec08.pdf .

Figure Seventy-Four: Military-Driven Spending with Minimal Civil Role 
Estimated War Funding by Agency, FY2001-FY2015 Request In Billions of Dollars of BA 
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https://digital.library.unt.edu/ark:/67531/metadc501660/m1/1/high_res_d/RL33110_2014Dec08.pdf


Source: Special Inspector General for Afghan Reconstruction (SIGAR), Quarterly Report to Congress, January 30, 2021, pp. 27-49, https://www.sigar.mil/pdf/quarterlyreports/2021-01-
30qr.pdf.  

Figure Seventy-Five: Surge and Crash Instability in Afghan Civil-Military Aid Funding
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https://www.sigar.mil/pdf/quarterlyreports/2021-01-30qr.pdf


Source: DoD, “Table 2-1,” Green Book, 2021, pp. 21-23, https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/FY21_Green_Book.pdf. 142

Figure Seventy-Six: Department of Defense Green Book Cost of War by Category, 
FY2007-FY2021 

https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/FY21_Green_Book.pdf


Source: Neta C. Crawford, United States Budgetary Costs and Obligations of Post-9/11 Wars through FY2020: $6.4 Trillion, Brown University, November 13, 2019, 
https://watson.brown.edu/costsofwar/files/cow/imce/papers/2019/US%20Budgetary%20Costs%20of%20Wars%20November%202019.pdf. For further analyses, see full Cost of war 
site at https://watson.brown.edu/costsofwar/. 143

Figure Seventy-Seven: Brown University – Neta C. Crawford Estimate of November 
2019: 

FY 2001 – FY 2020 ($6,400 billion) 

The annual costs of war in the major war zones have fluctuated, but are, in 
general, declining. Total estimated appropriations for the Afghanistan and 
Pakistan war by the DOD and State Department are about $978 billion from 
FY2001 through FY 2020. Begun in October 2001, appropriations have been on 
average, including FY2020, nearly $49 billion each year. The appropriations for 
the Iraq and Syria war zone have, on average, been about $44 billion each year, 
with total appropriations of about $880 billion from FY 2003 through FY 2020. 

https://watson.brown.edu/costsofwar/files/cow/imce/papers/2019/US%20Budgetary%20Costs%20of%20Wars%20November%202019.pdf
https://watson.brown.edu/costsofwar/
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Avoiding Any Future Budget Caps and Ceilings as 
well as Categories like Overseas Contingency 

Operations
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Two caveats to the previous analysis should be mentioned in passing. First, no serious effort at shaping a defense and total national 
security budget that focuses on the nation’s actual needs can survive the kind of arbitrary limits or “caps” on spending that were part of 
the Budget Control Act. There are some mistakes that Congress must not repeat.
Second, it may make sense to cost major conflicts in separate, special categories for their duration. There is no excuse, however, for 
repeating largely unmeaningful categories like Overseas Contingency Operations (OCO). 
Avoiding Another Budget Cap and Sequestration Farce
Any effort to address the proper balance between civil spending and spending on defense (as well as the rest of national security) must 
assume that Congress will not return to the absurdities of the Budget Control Act of 2011. This act attempted to set budget caps on all 
federal spending for a 10-year period ending in FY2021, with separate caps for the defense and non-defense parts of the discretionary 
budget. 
In practice, the Budget Control Act set arbitrary caps on defense and other spending in a partisan Congressional effort that made effective 
defense budget and planning nearly impossible. It led to the creation of unrealistic estimates of defense baseline and Overseas Contingency 
Operations (OCO) spending where the Congress deliberately avoided its own legislated caps on the defense budget and forced some earlier 
budget cuts under conditions that made them largely arbitrary.  
Limiting federal spending to what is actually necessary is a critical priority. As a summary analysis by Todd Harrison of CSIS shows, 
however, the end result of the Budget Control Act was destructive even by the low standards set by worst partisan wrangling in Congress. 
Setting fixed ceilings for future spending – without any regard for the constant needs to adjust to the future – virtually forces the Congress 
to make the wrong cuts in federal spending by spreading caps throughout the entire federal budget, to find creative ways to bypass its 
budget act, or to do both. This kind of legislation is a mistake that should never be repeated. All aspects of U.S. federal budgeting must be 
adapted annually to actual needs and events, and it should focus on the most effective use of spending to meet those needs – instead of 
being dictated by caps set arbitrarily in the past.
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Creating Rules for Emergency Activities and Overseas Contingency Operations (OCO) Funding

The very use of Overseas Contingency Operations was little more than absurd. It lumped together radically different national security efforts as a tool the 
Congress could use to bypass its own budget legislation, and it changed constantly in scope and definition. The end result was to misstate the actually cost of 
given wars and to turn parts of the baseline budget into the equivalent of a pinball game.

Since the budget caps do not apply to funding for emergency activities or Overseas Contingency Operations, this funding remains available for temporary wartime 
activities, regardless of the force size deployed. The Trump administration responded to this in its own version of the FY2022 defense budget, which attempted to 
cut OCO funding after withdrawing troops from Afghanistan and then transferring those costs back to the base budget in order to support other activities, such as 
shipbuilding.  

However, slashing OCO funding is not the answer. Just as rules were needed to ensure that the administration or Congress was not disguising base operations as 
OCO funding, rules are needed now to transform the current OCO funds so they can be used more effectively for the purposes of actually supporting enduring 
operations in Afghanistan and Iraq. 

Sources: 

Todd Harrison, “What Has the Budget Control Act of 2011 Meant for Defense?,” CSIS, August 1, 2016, https://www.csis.org/analysis/what-has-budget-control-
act-2011-meant-defense.  

Paul Mcleary, “Trump 2022 DoD Budget Would Kill OCO Account; Huge Navy Boost,” Breaking Defense, December 11, 2020, 
https://breakingdefense.com/2020/12/trump-2022-dod-budget-would-kill-oco-account-huge-navy-boost/

https://www.csis.org/analysis/what-has-budget-control-act-2011-meant-defense
https://breakingdefense.com/2020/12/trump-2022-dod-budget-would-kill-oco-account-huge-navy-boost/


Figure Seventy-Eight: The Actual End of The Budget Control Act?

• CBO’s estimates, appropriations for 2021 
do not exceed the caps; therefore, no 
sequestration will be required.

• The caps still could be breached if 
lawmakers provided additional 
appropriations for 2021 before the end of 
the fiscal year without increasing the 
limits—unless those appropriations either 
fell into a category that caused a cap 
adjustment or were offset by reductions 
in funding for other programs.

147



Figure Seventy-Nine: The Impact of The Budget Control Act
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Source: Excerpted  from Todd Harrison and Seamus P. Daniels, An Analysis of the FY2021 Defense Budget, Defense360,o CSIS, Rowman and & Littlefield, August 2020, pp. 56-58,  
http://defense360.csis.org/wp-content/uploads/2020/08/Analysis-of-the-FY-2021-Defense-Budget.pdf. 

The level of defense spending is ultimately a political choice that can be influenced by many factors. Previous inflection points in the defense budget, both up and down, 
have been influenced by wars, shifts in strategy, changes in the threat environment, and economic conditions. The federal deficit has been a driving factor in the two most 
recent downturns in defense spending in the late-1980s and the early-2010s… the federal deficit grew significantly during the early-1980s, 

The next major downturn in defense spending followed the 2008 financial crisis. The deficit peaked in FY 2009 at $1.7 trillion (in FY 2021 dollars), which at the time was 
again the highest level since the end of World War II. Two years later, Congress responded to this deficit pressure by passing the Budget Control Act of 2011. While the 
budget was already declining by that time, mainly due to the drawdown of forces in Iraq and Afghanistan, the BCA included budget caps that further constrained the defense 
budget. 

The main challenges for the next presidential term of office, regardless of who wins the election, will be to support the economic recovery and reduce the federal deficit to 
sustainable levels—objectives that are inherently in tension with one another. The future of the defense budget will depend in no small part on this tug-of-war between 
economic stimulus and fiscal austerity. If the balance of political favor shifts to austerity, defense is likely to be part of the calculus. Given the trends in the defense budget 
identified in this report, fiscal austerity will inevitably force DoD to consider difficult strategic choices that it has largely avoided until now. DoD can preserve strategic 
maneuver space by beginning to prepare for a drawdown now. But the longer these preparations are delayed, the narrower the range options available will become. 

http://defense360.csis.org/wp-content/uploads/2020/08/Analysis-of-the-FY-2021-Defense-Budget.pdf

