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27. Defense Spending

WTH the stakes no less than survival of the free world, leadership by
the United States is essential to winning the “Long War” now raging
against the forces of Islamic fascism. Given the open-ended nature of
this conflict, this means a long-term U.S. commitment to making the
necessary resources available to the military. On February 6, the Bush
Administration submitted its fiscal year 2007 defense budget request to
Congress. The $439.3 billion in budget authority requested for FY 2007
represents an increase of $28.5 billion (about 7 percent) over the enacted
level for 2006. The FY 2006 enacted level, however, does not include a
request for supplemental appropriations for defense. Thus, the precise
level of increase or decrease in the overall Department of Defense bud-
get from FY 2006 is uncertain. Meeting the resource needs for winning
the war on terrorism includes the following requirements.

Recommendations

1. Sustain sufficient funding for national defense. The U.S. needs to
ensure that its armed forces receive sufficient funding. While funding
levels should be determined by needs and requirements, they could be
established at 4 percent of GDP without harming the U.S. economy.
Indeed, mean U.S. defense spending during the Cold War period was
significantly higher at roughly 7.5 percent of GDP. The U.S. will not risk
losing the war because of economic collapse brought on by excessive
defense spending. Congress also needs to keep in mind the economic
costs of military failure. Military power trumps economic power in the
short term. Even a single successful attack on U.S. territory by a nuclear
weapon generating an electromagnetic pulse would have devastating
economic consequences. The economic impact of several such attacks
or direct nuclear strikes would be catastrophic.

2. Limit future growth in spending on Social Security, Medicare, and
Medicaid. All of the federal government’s other responsibilities, includ-
ing defense, face an uncertain future absent reform of the three major
entitlement programs: Social Security, Medicare, and Medicaid. Driv-
ing this projection is the expected growth in spending on these pro-
grams. Comptroller General David M. Walker calculates that spending
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on each of them will far exceed economic growth between 2005 and
2030. No one who is concerned about the future of the nation’s secu-
rity can afford to sit on the sidelines as policymakers begin to address
the issue of entitlement reform. Although defense specialists need not
insist on one particular approach over others, they can and should state
that the goal of the reform effort should be to structure Social Security,
Medicare, and Medicaid expenditures at a level that leaves sufficient
room to fund national security programs for both the near and long
terms, with federal outlays not to exceed 20 percent of GDP and taxes
not to exceed 18 percent of GDP.

3. Find more efficient ways to invest in military manpower. Although
concern that members of the military receive adequate compensation
and enjoy a good quality of life is just, it is not clear that Congress is
paying appropriate attention to the question of whether the DOD’s
manpower investment is as efficient and effective as possible. Congress
would serve the interests of the military and the nation by holding
focused hearings on the effectiveness of this investment. Left unad-
dressed, there is the distinct possibility that the per capita resource
requirements for compensation will force manpower levels lower

than currently projected. The desire for high-quality military person-
nel under the all-volunteer force has justified previous and currently
planned reductions in manpower, but budget pressures derived from
compensation requirements should not become the driver in deter-
mining end strength. Although it is unclear at this time whether these
would be the best options, Congress needs to examine whether it is
better to emphasize current compensation over deferred compensation
and cash compensation over in-kind benefits in the future.

4.Set reasonable near- and long-term budget goals for military mod-
ernization. Researching, buying, and fielding new weapons and equip-
ment is necessary to keep the U.S. military the best in the world. In
budget debates, however, the amounts needed to research, develop, and
procure new weapons and equipment often take second place behind
the demands of operating today’s military. Although it is reasonable to
expect that the ongoing requirement to surge military operations will
temporarily tilt the defense budget in favor of operations over modern-
ization, such an imbalance cannot be sustained for an extended period.
Congress must rebalance the defense budget, support larger overall
defense budgets, or pursue a combination of both.
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Facts and Figures

(February 22,2006).

A Chart | 27. Defense Spending
Defense Budget as a Percent of GDP
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Source: Reprinted from U.S. Department of Defense, "FY 2007 Department of Defense Budget,”
briefing slides, February 6, 2006, p. 25, at www.defenselink.millnews/Feb2006/d20060206slides.pdf

& Chart2 27. Defense Spending

Defense Has Fared Poorly Against Entitlements
in Budget Battles Since the Early 1960s
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Source: Heritage Foundation calculation based on data from Congressional
Budget Office,"A 125-Year Picture of the Federal Government's Share of the
Economy, 1950 to 2075, Long-Range Fiscal Policy Brief, revised July 3,2002, at
www.cbagov/ftpdocs/35xx/doc352 111 25Revised|uly3.pdf (February 22, 2006).
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A Chart 3 27. Defense Spending

Per Capita Military Personnel Spending
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Source: Heritage Foundation calculations based on data from U.S. Department of Defense, Selected
Manpower Statistics, Fiscal Year 2004, pp. 44 and 156, at www.diorwhs.mil/mmid/MO | /fu04/mO0 | fyO4.pdf
(February 22,2006), and National Defense Budget Estimates for FY 2006, April 2005, pp. 132—133, at
www.defenselink.mil/comptroller/defbudget/fy2006/fy2006_greenbook.pdf (February 22,2006).

A Chart 4 27. Defense Spending

There Is an Imbalance in the DOD Budget Between
Operations and Modernization
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Source: Heritage Foundation calculations based on data from U.S. Depart-
ment of Defense, National Defense Budget Estimates for FY 2006, April 2005,
pp. | 31—133, at www.defenselink.millcomptrollet/defbudget/fy2006/
fy2006_greenbook.pdf (February 22, 2006)

This chapter can be read online at issues2006.org/defensespending.
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