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THE FISCAL YEAR 2016 BUDGET REQUEST: A VIEW
FROM OUTSIDE EXPERTS: ALTERNATIVE BUDGETS
AND STRATEGIC CHOICES

HOUSE OF REPRESENTATIVES,
COMMITTEE ON ARMED SERVICES,
Washington, DC, Wednesday, February 11, 2015.

The committee met, pursuant to call, at 10:03 a.m., in room
2118, Rayburn House Office Building, Hon. William M. “Mac”
Thornberry (chairman of the committee) presiding.

OPENING STATEMENT OF HON. WILLIAM M. “MAC” THORN-
BERRY, A REPRESENTATIVE FROM TEXAS, CHAIRMAN, COM-
MITTEE ON ARMED SERVICES

The CHAIRMAN. Committee will come to order.

Our hearing today should help clarify some of the hard choices
we face for our country’s security with the coming budget cycle. We
live in a time when fiscal problems and mounting debt coincide
with unprecedented national security challenges in a volatile world.

Since the end of the Second World War, the U.S. has enjoyed the
freedom to act in our national interest anywhere on earth. Few na-
tions in history have been so privileged and few nations have
thrived so well.

But all of us should recognize that, depending on the choices we
make, we may be in the sunset of that era. The National Defense
Panel cautioned that since World War II, no matter which parties
control the White House and Congress, America’s global military
capacity and commitment have been the strategic foundation
undergirding our global leadership. The way we resource the De-
partment of Defense [DOD] forms that strategic foundation of our
global leadership.

Today, experts from some of the leading think tanks in Wash-
ington will present their views on the budget choices facing us. All
of them, I think, provide valuable insight into some of the threats
and choices and different futures which this committee has been
looking about.

All are here to present the difficult options before us, and some
of those difficult options range from the loss of important man-
power and equipment to military bases to discarding strategic re-
sponsibilities.

Dr. Kissinger said in the Senate testimony earlier this month
that the United States has not faced a more diverse and complex
array of crises since the end of the Second World War. Our task
is to manage a difficult combination of external and internal pres-
sures on our defenses and be true to the heritage which we have
enjoyed.

(1)
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I would yield at this point to the distinguished ranking member,
Mr. Smith, for any comments he would like to make.

STATEMENT OF HON. ADAM SMITH, A REPRESENTATIVE FROM
WASHINGTON, RANKING MEMBER, COMMITTEE ON ARMED
SERVICES

Mr. SMmITH. Thank you, Mr. Chairman. I think you have suc-
cinctly described the challenge that we face. We have an increas-
ingly dangerous world, with national security threats emerging in
many different areas, from Russia to the Middle East and North
Africa, obviously the ongoing struggle against ISIL [Islamic State
of Iraq and the Levant] in Syria and Iraq.

It is a dangerous world. It is, you know, not—just because we
have fewer troops deployed now that we are out of Iraq and signifi-
cantly drawn down in Afghanistan, you know, there is no such
thing as a peace dividend at this point. We are in the exact oppo-
site position, facing an array of complex threats that are going to
require, you know, both resources and considerable creativity to fig-
ure out how best to confront.

At the same time, we are in a budget crisis. And if you went back
4 years and looked at the Department of Defense’s projections,
their FYDP [Future Years Defense Program], the 5-year plan and
then their 10-year plan, for what they expected they were going to
have to spend and what they have now, it is substantially less, in
large part because of the Budget Control Act, but also because of,
you know, government shutdowns and CRs [continuing resolu-
tioHs], and basically the significant budget dispute here on Capitol
Hill.

So more complex, challenging problems, less resources. That is
the challenge that we face.

And we will be very interested to hear from you all about how
best you think we should confront that, because, you know, it is at
times like that when you really need to get smart. It is the famous
quote, I think it was from Winston Churchill—I will attribute it to
him anyway—it is, “Gentlemen, we are out of money; now we have
to think,” and try to figure out how best to use that money.

I will say just two final things about that. First of all, we could
help ourselves enormously if we got rid of sequestration. I think
there is a budget fight still to be had, and the deficit is down sig-
nificantly but it is still substantial. The debt is still substantial.

We need to figure out a solution to that, to get a 10-year plan
going forward for the budget. But sequestration is just a horrible
place to do that.

And it is interesting to note that when sequestration was passed,
when the Budget Control Act was passed in 2011, the goals that
it set, it basically said that you had to achieve $1.5 trillion in def-
icit savings over the course of the next 10 years—you have to come
up with a plan for achieving that by the end of 2011. We didn't,
so sequestration became law.

We have, however, achieved far more than the amount of savings
that was called for in the Budget Control Act. But yet, we are still
stuck with sequestration.

Our number one is get rid of sequestration. But number two is,
if we are going to have to live with it, and even if we get rid of
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sequestration, we still are going to have less money than they
thought we were going to have.

We are going to have to start making some choices about pro-
grams, about personnel, about Guard and Reserve, about a whole
array of things within the defense budget. And unfortunately, the
default position to most Members of Congress is to protect their
own. You know, if you are thinking about shutting down a weapons
system, well, if it is made in my district or located in my district
then I am going to be against it.

We are running up against the Guard and Reserve problem. No-
body wants to reduce anything in terms of personnel costs because
of the political implications.

But if we have got the budget we have got, we have to make
some kind of choice. And I would submit that, for those of us who
serve on this committee, it is not our primary job to protect every-
thing in our own districts. It is our primary job to protect the coun-
try.

I will give you a personal example. When I represented Joint
Base Lewis-McChord, they have a ROTC [Reserve Officers’ Train-
ing Corps] program out there—college students who come out, like
3,000 in the summer, and, you know, it is some business. And they
Xanted to move it to Kentucky, they being the Department of the

rmy.

And, you know, the local people freaked out and everybody want-
ed us to, you know, stop this, and they came to me and said, “This
must be stopped.”

And I was like, “Yes, if DOD thinks this is the best thing to do
then we will be okay at Lewis-McChord. There are other things to
do, and let’s not get in the way of everything that the, you know,
Department of Defense wants to do for parochial reasons, because
if we do that we paralyze their ability to make smart choices and
adequately provide for the national defense.”

And I know many past chairmen have been fond of quoting the
thing that is apparently down there on the front of our committee,
Article 1, Section 8. Article 1, Section 8 doesn’t say, “Make sure
that as much defense money as is humanly possible comes into
your district.” That is not what it says.

And in times like this I think we need to be a little bit wiser
about how we make those choices.

So, look forward to hearing from you what you think those
choices ought to be, and if we don’t like what the Pentagon is offer-
ing, what are the alternative suggestions.

So with that, I yield back. Look forward to testimony.

The CHAIRMAN. I thank the gentleman.

Let me welcome each of the witnesses.

We start with Mr. Todd Harrison, with the Center for Strategic
and Budgetary Assessments [CSBA], who, I understand Mr. Har-
rison is the one who ran the exercise that all of the organizations
participated in.

Then Dr. Nora Bensahel, who is currently a distinguished schol-
ar at American University, but was with the Center for New Amer-
ican Security [CNAS] when this exercise took place.

Mr. Ryan Crotty, with the Center for Strategic and International
Studies, CSIS; Mr. Jim Thomas, with Center for Strategic and
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Budgetary Assessments; and finally, Mr. Thomas Donnelly, with
American Enterprise Institute [AEI], who used to be a staff mem-
ber of this committee and was the last one to get his testimony in,
I noticed, which may be a connection, I am not—I don’t know.

But we really do appreciate each of you not only being here, but
for putting the time, effort, and resources into analyzing these dif-
ferent budget options that are before us.

And so with that, Mr. Harrison—and without objection, your full
written statements of all of you will be made part of the record.

And, Mr. Harrison, you may proceed.

STATEMENT OF TODD HARRISON, SENIOR FELLOW, DEFENSE
BUDGET STUDIES, CENTER FOR STRATEGIC AND BUDG-
ETARY ASSESSMENTS

Mr. HARRISON. Chairman Thornberry, Ranking Member Smith,
members of the committee, I want to begin by thanking you for the
opportunity to testify today.

Approximately one year ago, CSBA convened a group of scholars
from four think tanks, represented here today on this panel, and
asked them to develop alternative approaches to rebalance DOD’s
budget and capabilities in light of projected security challenges and
fiscal constraints. I should note that the views and choices ex-
pressed through this exercise represent those of the people who
participated and should not be construed as the institutional posi-
tions of their organizations.

The purpose of our exercise was to foster a greater appreciation
for the difficult strategic choices imposed by the Budget Control Act
of 2011 [BCA]. The ground rules were that each team could vary
its defense strategy as it saw fit, using the 2012 Defense Strategic
Guidance as a starting point. The teams used their own expertise
to assess the future security environment and associated risk, and
they were free to modify and reprioritize roles and missions for the
military accordingly.

The teams then used an online tool created by CSBA to imple-
ment their strategy and capability choices. CSBA’s Strategic
Choices Tool allows users to quickly add and cut items from the
current program of record using more than 800 pre-costed options.
The tool allows the users to see the resulting budget and force
structure impacts in real time.

The tool, I should note, does not assess risk or make judgments
as to the sufficiency or wisdom of one’s choices. Such subjective as-
sessments are better left to the experts here.

We also limited the degree of choices available to the teams to
impose some political reality. For example, we limited how quickly
they could cut end strength in each of the services. We also did not
give the teams the ability to count savings from additional effi-
ciencies or compensation reform beyond what was already included
in the President’s budget request.

And we did this for two reasons. First, the purpose of the exer-
cise was to focus on the major strategic choices facing DOD, and
while we all agree the Department should always do more to pur-
sue efficiencies, efficiencies do not typically rise to the level of a
major strategic choice.
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Second, the President’s fiscal year 2014 budget request, which
served as the baseline for all adds and cuts in this exercise, already
assumed well over $200 billion in efficiency savings and compensa-
tion reform. Since this was already built into the baseline, the
teams already had the benefit of these savings and it would not be
realistic to allow the teams to assume even more savings on top of
these. And it also made the job harder for all of these guys.

Each of the teams was asked to rebalance the DOD budget over
10 years, spanning fiscal year 2015 to 2024, under two different
sets of budget constraints. The first set of constraints used the
BCA budget caps currently in effect, and the second set used a
slightly higher level of funding, roughly consistent with the Presi-
dent’s fiscal year 2015 request.

Allowing the teams to vary their strategies and using two sets
of budget constraints for each team allowed us to discern which
choices were budget-driven and which were strategy-driven.

For example, each of the teams made different choices with re-
spect to the Marine Corps force structure, which suggests that
these choices were dependent on the teams’ strategies. In other in-
stances, such as the decision to retire Active Component A-10s, all
of the teams made the same choice, which suggests this decision
may be independent of strategy.

We also look for instances when individual teams made different
choices under the two levels of budget constraints. For example, all
of the teams made cuts to readiness funding under the full BCA
budget constraints; but when the budget constraints were loosened,
they changed their readiness cuts. This suggests that cuts to readi-
ness funding were budget-driven.

Conversely, we found that each team made roughly the same
cuts to personnel levels, particularly civilian and support contrac-
tors, in the two budget scenarios, which suggests that these per-
sonnel cuts were not budget-driven.

Despite the budget constraints imposed, all of the teams chose to
make substantial investments in new capabilities, even though
these new investments required them to make larger offsetting
cuts in other areas. All of the teams, for example, increased spend-
ing on space, cyber, and communications capabilities. This suggests
that the teams felt DOD’s plans did not adequately address the
challenges the military is likely to face in this area.

Much has changed in the security environment since this exer-
cise was conducted a year ago, but the long-term fiscal constraints
of the Budget Control Act remain the same. What our exercise
helps illuminate, and what my colleagues will speak to in their tes-
timony, are the core capabilities the military must protect and, in
some cases, increase investments in, regardless of the budgetary
constraints imposed.

Thank you.

[The prepared statement of Mr. Harrison can be found in the Ap-
pendix on page 49.]

The CHAIRMAN. Thank you.

Dr. Bensahel.
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STATEMENT OF DR. NORA BENSAHEL, DISTINGUISHED
SCHOLAR IN RESIDENCE, SCHOOL OF INTERNATIONAL
SERVICE, AMERICAN UNIVERSITY

Dr. BENSAHEL. Chairman Thornberry, Ranking Member Smith,
and distinguished members of the committee, thank you for invit-
ing me to testify in front of you today.

I participated in this exercise when I was employed at the Center
for a New American Security as the co-director of the Responsible
Defense Program. My co-director, retired Lieutenant General Dave
Barno, and I formed the CNAS team.

In the interest of time, let me quickly note the three most impor-
tant conclusions we took away from our participation in the exer-
cise.

First, DOD is not investing in the right things for the future. As
Todd mentioned, this exercise was not a budget-cutting drill; it
truly was about making strategic choices.

All four teams decided to rebalance the defense budget by reduc-
ing spending on many current priorities and reinvesting the newly
freed funds into other parts of the defense budget. For example,
our team cut the planned defense budget over the 10-year period
covered by the exercise by a total of $716 billion, far more than was
required to meet the spending caps, but added back $384 billion in
new spending in the full Budget Control Act scenario and added
$509 billion back in the half sequestration scenario.

This suggests that the planned DOD budget is overinvested in
some key areas and underinvested in others.

Second, it was virtually impossible to meet the budget caps
under the Budget Control Act without cutting civilian and military
personnel, readiness, or both. Personnel and readiness simply con-
sume so much of the defense budget that we were unable to stay
within the budget caps by cutting procurement, force structure, ar-
maments, and logistics alone. People and force readiness had to be
sacrificed in order to stay within those caps.

We chose first to cut the number of civilians employed by the De-
partment of Defense and the military services by one-third, which
was the maximum we were allowed to do under the exercise. Be-
tween 2001 and 2012, the number of DOD civilians grew five times
faster than the number of Active Duty military personnel. In our
view, military combat forces, the sharp end of DOD’s spear, needed
to be preserved even at the cost of deeply slashing civilian staff and
overhead.

Yet even so, we were also driven to reduce the Active Duty and
Reserve end strength of all four military services. We cut Active
Duty end strength by a total of 127,000 personnel, with most of
those cuts coming from the Active Army.

And even yet, we still had to cut readiness in order to meet the
budgeting cap, even though we strongly resisted doing so because
readiness is expensive. We believe that the United States has a re-
sponsibility to prepare its military forces as thoroughly as possible
for the missions that they are asked to conduct, and sending un-
trained or inadequately prepared forces into combat is dangerous
and irresponsible. Yet, we had to make the same difficult choice
that the services have made in recent years to cut those readiness
funds.
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Third and finally, defense reform is essential to free resources for
current and future capabilities—again, to invest as much money as
possible in the pointy end of the spear.

There are three key elements of a reform agenda that stood out
to us on our team. First, DOD must shed unneeded overhead, civil-
ians, and contractors for the reasons I mentioned above.

Second, another BRAC [Base Closure and Realignment] round is
needed. Reducing excess infrastructure would have been one of our
highest priorities if the tool had allowed us to do so. The Army and
the Air Force have each estimated that they have around 20 per-
cent excess capacity. It is unconscionable to require these services
to continue spending money on facilities that they do not need
while the budget caps require them to cut end strength, training,
and readiness, which puts American troops at risk.

Third and finally, military compensation must be reformed. This
is a hard but necessary choice, because pay and benefits and health
care are eating an ever-larger share of the defense budget.

The recent Military Compensation and Retirement Commission
report offers good recommendations on how to do so while grand-
fathering all currently serving members of the military. The com-
mission has estimated that its proposals would save $15 billion a
year.

That amount is certainly not enough to compensate for the cuts
required by the Budget Control Act, but if we had been able to in-
clude around that level of savings in the exercise, for example,
which did not include an option for compensation reform, we would
have had to cut far fewer people and maintain more readiness.

Thank you very much.

[The prepared statement of Dr. Bensahel can be found in the Ap-
pendix on page 55.]

The CHAIRMAN. Thank you.

Mr. Crotty.

STATEMENT OF RYAN CROTTY, FELLOW AND DEPUTY DIREC-
TOR FOR DEFENSE BUDGET ANALYSIS, INTERNATIONAL SE-
CURITY PROGRAM, CENTER FOR STRATEGIC AND INTER-
NATIONAL STUDIES

Mr. CroTTY. Chairman Thornberry, Ranking Member Smith, and
distinguished members of the committee, thank you for the oppor-
tunity to appear before you this morning.

The strategy and budget exercise that we are referencing here
today occurred almost exactly a year ago, and yet the year—the
world really already looks significantly different than it did then.
The volatile and complex security environment already strains
many of the choices that we made in this exercise, which I think
speaks directly to the challenge of sequester-level budget, which is
a loss of flexibility and a limiting of options.

The U.S. security goals have not been reduced since the 2012 De-
fense Strategic Guidance, and yet, $120 billion has been cut from
that concurrent budget over the 3 years since. The impact of these
cuts is already in evidence, as the service chiefs have already testi-
fied. And with the force as currently constituted, continued seques-
ter-level funding would shift the impacts the force is currently ex-
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periencing in readiness, trimmed programs, cut training, from just
holding patterns to entrenched problems.

So far during these budget cuts we have asked the military to
do more with less, and they have risen to that challenge. But that
is not sustainable over the long term.

In participating in this exercise it was clear that sequestration
forces you into decisions that you would not make otherwise.

The CSIS team worked to tailor our cuts to the strategic prior-
ities that we derived from the 2012 Defense Strategic Guidance:
prioritizing homeland defense; Asia-Pacific engagement, presence,
and reassurance; and retaining counterterrorism capabilities. We
took as a guiding principle that a smaller, ready force was pref-
erable to one that maintained force structure or added more new
programs but is less prepared to face the complex challenges we al-
ready face today.

There was no way to implement the strategy without risk, and
we took our primary risks in the size of Active ground forces. We
hedged this risk with increases to the Guard and Reserve, sought
to facilitate reconstitution of a larger ground force by having addi-
tional noncommissioned officers, junior grade field officers, re-
tained; better coordination of training between Active and Reserve,
and shifting of some roles and missions into the Reserve Compo-
nent.

We also cut the carrier force, but forward-stationed one in the
Pacific to maximize coverage. And we invested in smaller, uncon-
ventional capabilities, including cheaper forward presence; more in-
telligence, surveillance, and reconnaissance; and special operations
forces.

Under the sequester-level budget, the U.S. military will remain
the preeminent military in the world. However, we have seen a
shrinking of the breathing space that we have between the capacity
that the force has and the daily demand on those forces. This limits
the Pentagon’s ability to react and adapt to new challenges and
take on the shaping and reassuring activities that can help deter
a future conflict.

The Pentagon is being forced to choose between the fights today
and the fight tomorrow. The reality is that today’s security chal-
lenges require capabilities for the full spectrum of operations.

The 2016 budget process will be a critical one for national secu-
rity. We are reaching a turning point where the temporary impacts
of sequester-level budgets are going to more permanently shape the
force that we have going forward.

So hopefully today’s testimonies will help the committee better
understand what a force looks like under those budget constraints
and inform the budget tradeoffs that will have to be debated over
the coming months.

Thank you for the opportunity, and I look forward to your ques-
tions.

[The prepared statement of Mr. Crotty can be found in the Ap-
pendix on page 67.]

The CHAIRMAN. Thank you.

Mr. Thomas.
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STATEMENT OF JIM THOMAS, VICE PRESIDENT AND DIREC-
TOR OF STUDIES, CENTER FOR STRATEGIC AND BUDG-
ETARY ASSESSMENTS

Mr. THOMAS. Mr. Chairman, Ranking Member Smith, and mem-
bers of the committee, thank you very much for holding this hear-
ing today, and also for inviting all of us to testify. I will provide
a brief overview of CSBA’s approach during last year’s strategic
choices exercise.

We started, as well, with an assessment of the external security
environment and its implications for the types of forces and capa-
bilities we will need in the future. This assessment, in essence,
served as our filter or our lens for determining our priorities as
well as where we would take risk regardless of spending levels.

As challenging as the prospect of continued spending caps are for
national defense, we face an even more worsening set of challenges
overseas: revisionist states like Russia, China, and Iran; Islamist
militant groups like ISIL; new nuclear powers, all of whom are ex-
ploiting a host of new technologies that confer the means to impede
America’s ability to project power and meet its security commit-
ments in the ways it traditionally has done so.

The bottom line for us, as we assessed these challenges, was that
the future was going to present far tougher challenges for our mili-
tary than the post-Cold War era that we are exiting. In particular,
future operating environments will be far more contested as adver-
saries exploit anti-access and area denial [A2/AD] capabilities to
devalue our traditional means of power projection and achieving
forward presence.

Thus, we saw an imperative to reshape DOD’s portfolio of forces
and capabilities around three main objectives. First, we sought to
reshape the U.S. military to put more weight on deterrence
through the prospect of swift punishment and more effective denial
of our enemy’s objectives in the first instance, and at the same
time, relatively less weight on traditional compellence forces—that
is, forces that we need to serve eviction notices when our allies or
friends abroad might be invaded and we have to conduct a counter-
invasion.

Second, consistent with this first objective, we sought to maxi-
mize combat strike power and prioritize the most viable options for
projecting power and holding potential adversaries at risk any-
where and anytime. We maintained the nuclear triad.

We placed a premium on conventional global surveillance and
strike forces, including submarines and low-signature, long-range
land- and sea-based surveillance and strike aircraft, and made sub-
stantial increases in our stock of precision-guided munitions. We
sought to develop new ground-based strike systems.

We prioritized unconventional power projection capabilities, as
well, including special operations forces and cyber and electronic
warfare capabilities. And we invested in potential game-changers,
like directed energy, electromagnetic railgun, and high-power
microwave weapons.

Second, we sought to judo through the A2/AD problem by fielding
our own air and sea denial forces and helping frontline allies to do
the same. So we built up stock of sea mines, acquired new tor-
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pedoes, and developed new maritime sensor arrays to detect enemy
intruders in friendly maritime space.

We pursued new air and missile defense systems, like the Air-
Launched Hit-to-Kill missile. And we made substantial invest-
ments in decoys, deception measures, aircraft shelters, rapid run-
fv‘vay repair kits to improve the resilience of our forward-based
orces.

And lastly, we expanded our combat logistics fleet to maintain
robust naval strike power in distant theaters.

Making these investments would be difficult in any cir-
cumstances, but the BCA caps made the shift even more difficult.
We took risks in traditional forces less suited for operations in con-
tested environments, including those most dependent on close-in
bases and those that have to mass in order to be effective. This
meant significant reductions in legacy short-range combat aircraft
and ground force capability.

We also had to make very deep cuts in civilians and contractors.
And with greatest reluctance, we were also unable to avoid making
cuts in near-term readiness funding and had the most regret over
this choice.

In closing, I urge Congress to develop a serious budget proposal
that properly funds defense while reshaping the U.S. military for
tomorrow’s challenges.

Thank you.

[The prepared statement of Mr. Thomas can be found in the Ap-
pendix on page 79.]

The CHAIRMAN. Thank you.

Mr. Donnelly.

STATEMENT OF THOMAS DONNELLY, RESIDENT FELLOW AND
CO-DIRECTOR OF THE MARILYN WARE CENTER FOR SECU-
RITY STUDIES, AMERICAN ENTERPRISE INSTITUTE

Mr. DONNELLY. Thank you, Mr. Chairman.

Thank you, Mr. Smith.

It is an honor for a former staff member to return to the People’s
House and to be on this side of the witness table for a change, so
thank you very much for the invitation. I will try to be brief.

I think it is important, though, to say that we tried—this was a
second run through this game for us, and we did not want to re-
peat the lugubrious experience we had the first time. To be con-
strained by the BCA budget levels or even the modified levels that
we used the second time around was, we felt, simply to rearrange
the deck chairs on the Titanic, that there was no space for strategy
when the budget choices were so constrained.

And I think Todd’s observation that there was a whole lot of com-
monality—another way to say that is there wasn’t a dime’s worth
of difference—between the BCA-constrained programs that the four
of us came up with is an important takeaway from the exercise. At
this level of budget, there really isn’t much chance for a strategy
to operate.

Secondly, we also felt that we had to reject the President’s 2012
defense guidance because it would not, in our judgment, achieve
the national security goals that this country has always strived to
achieve and, most recently, annunciated in the National Defense
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Panel. So we thought it was necessary to return to a more tradi-
tional military strategy, because what we wanted to do was to find
out how far we had fallen into the hole that we have built for our-
selves over the past decade and what it would cost to get back out
of that hole.

That is the approach with which we approached this game. And
so, very kindly, Todd and his crew allowed us to play a budget-
unconstrained version, which we used to try to put a price tag on
what we thought it would take to return to a more traditional mili-
tary posture on the part of the United States.

And again, I won’t go through that in detail. I would be happy
to respond to that in the question and answer session. But I would
say that we also refuse to sort of rule out unpleasant forms of war-
fare—counterinsurgency and the like—in unpopular theaters of
war, such as the Middle East.

So we wanted to stick with a strategy that was consistent with
the long past and not invent a new America that divested itself of
traditional security interests. Rather, we wanted to put a price tag
on attempting to return to a more traditional defense posture and
to exercise a more traditional strategy—one consistent with the
strategies that have been consistent from administration to admin-
istration, from changes of party really since the end of World War
II, but particularly since the end of the Cold War.

As my colleagues have observed, it has been a year since we ran
the game and the world looks a little bit more dangerous today
than it did a year ago. We didn’t fully understand how firm a grip
ISIS would have on western Iraq and eastern Syria, or how serious
the Russians were going to be about holding on and expanding
their grip on Eastern Europe either.

So if we were playing the game today, we would take the same
approach—and that would be not to worry so much about the 20-
year future, but to try now to rebuild—to get to the point where
the investments that I think some of my colleagues were more in-
terested in could have a decisive effect.

We really felt that the critical time was now and that our short-
falls in capacity and readiness were more strategically important
than shortfalls in capability. So we wanted to try to repair what
is not broken in order to survive, to live again, to fight another day.

Just to give you a sense of what that meant to us, a couple of
things: First of all, we didn’t just simply throw money at every-
thing. First of all, we understand that the rebuilding of the force
and taking advantage and rebuilding the industry and the infra-
structure that would sustain that force has to be cognizant of the
fact that these are institutions that have been on a starvation diet
for some time now and overworked.

We have built a plant, for example, that is capable of producing
maybe 300 F-35s a year, but so far we have only been producing
a}li)out 30 a year. So while the plant is there, the workforce isn’t
there.

So when we were reinvesting, we tried to be cognizant of how
much money the Department could intelligently digest over the 10-
year period that we were talking about. So we didn’t think that
just flipping the money switch was going to be an adequate solu-
tion.
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Nonetheless, over 10 years we calculated that the difference be-
tween the BCA levels of spending and what we thought might
begin to reduce things to a manageable level of risk was $780 bil-
lion. That is a lot of money.

By the same token, we were surprised to understand that not
even that level of further investment would restore the program to
what it was prior to the BCA. Let me repeat that. In other words,
we couldn’t get back to where we were, in terms of what the de-
fense program was in 2011, 10 years from now even if we added
almost $800 billion to the defense program.

So that is a measure of how deep the hole is that we have dug
for ourselves.

Final metric: That level of spending—the budgets that we imag-
ined at the end of this reinvestment period would still be less than
4 percent of projected GDP [gross domestic product]. And to the de-
gree that the 4 percent of GDP figure means anything other than
a level of affordability, it means that even this kind of reinvest-
ment would still be below what reasonable people imagine would
be a sustainable level of defense burden for the economy and our
society.

So the big takeaway for me was, in order for us to restore a tra-
ditional form of American leadership it is going to cost a lot of
money. It would still be affordable, but we can’t get there from
here.

Thank you.

[The prepared statement of Mr. Donnelly can be found in the Ap-
pendix on page 90.]

The CHAIRMAN. That wasn’t very cheerful.

So in essence, four of the leading institutions in town formed
teams to look at how you would reprioritize the defense budget.
And as each of you, I think, has acknowledged, a fair number of
things have happened in the last 12 months—Crimea and Ukraine,
ISIS, these negotiations with Iran, North Korea says it is testing
various systems, the Chinese in waters close in the Western Pacific
are more aggressive.

My one question I would ask for each of the four teams is, hold
yourself accountable. Knowing what you know now has happened
over the last year, where did you mess up? What would you do—
what would be the one or two areas you would do differently now
than you did then based on these events that have happened over
the last year?

So, Dr. Bensahel, would you like to start?

Dr. BENSAHEL. Sure. An easy question.

The CHAIRMAN. Sorry.

Dr. BENSAHEL. I think the guiding principles that we used dur-
ing the exercise where the fundamental question is where do you
assign risk, right, because all of strategy is about assigning risk.
We made a calculation to assign more risk in the short to medium
term than in the longer term because of some of the challenges, as
Jim mentioned, because we saw some very significant threats com-
ing out on the horizon.

And therefore, we prioritized investments in advanced military
capabilities and research and development because of the long lead
times those involve.



13

I don’t think we would have made very many fundamentally dif-
ferent choices, given what we know now about what has happened
over the past year. The one area where I think we might have
made a different choice is we might not have cut Active Duty Army
end strength by quite as much as we did.

In the exercise we cut it down from the planned level of 490,000
to 420,000. I think we would maybe have made a different choice
to cut that only as far as about 450,000 to hedge against some of
those threats.

But we still would be changing the balance of the force between
the Active and Reserve, even in the Army, and still trying to pre-
serve as much money as we could for those long-term investments,
given our strategic principles that we used to guide the exercise.

The CHAIRMAN. Okay. Thank you.

Mr. Crotty.

Mr. CROTTY. So we actually tried to focus a little more on the
near term, and that was something that was borne out, and yet
still, I think we were underinvested in the kinds of reassurance
and low-end deterrence that actually has been shown as something
that we desperately need, whether it is in Europe or in Asia.

And I think that that is something that can only be done with
more capacity. You need more people out there engaging with part-
ner and allies, having the flag, being available, being close by, be-
cause I think that really provides a reassurance that is required,
especially at the lower end.

You know, we are very good at deterring at the high end, and
it is something that we will have to continue to invest in to main-
tain that. But that has changed the level of the conflict discourse,
and that has not looked very good over the past year.

So for us, so even having focused more on that near term, I agree
with Nora, it was primarily in some of those personnel cuts that
we made. We cut the Marines and I think we now definitely regret
that, particularly with their sort of more unique capabilities as well
as the requirements that are being put on them and sort of the
new normal environment. You know, there is a lot that we need
from them.

But also, I think—we did not say this specifically, but I think
that based on the 2012 defense review guidance, we would have
been pulling some of those Army units that we cut out of Europe,
and that immediately comes to mind as something that might have
been a dangerous decision.

So as you said, I think it immediately tells you that there are
significant choices that can change in just the course of a year, how
those will impact your future security.

The CHAIRMAN. Thank you.

Mr. Thomas.

Mr. THOMAS. One of the things that really strikes me, Mr. Chair-
man, as we look back over the past year has been this growing
trend in sub-conventional, creeping aggression, whether it is little
green men in Ukraine, or it is fishermen and the use of paramili-
tary coast guards in the South China Sea or the East China Sea,
the use of the Quds force in the Middle East. This looks like it is
a growing trend.
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And I don’t think it is a question of, do we deal with anti-access
and area denial threats or we deal with creeping aggression. What
I see is really the confluence of the two, is that anti-access and
area denial capabilities are providing umbrellas that make it easier
for revisionist states to conduct creeping aggression activities in
their immediate regions.

Fundamentally, this is about the weakness of frontline states. As
we look around the periphery of Eurasia, from East Asia to our
friends and allies in the Middle East, to Europe and countries in
the Baltics and elsewhere, how do we strengthen their capabilities
and ability especially to deter sub-conventional threats?

I think this—we need to place more emphasis on foreign security
assistance, and in particular, think if there are ways that we can
further expand or strengthen our unconventional warfare capabili-
ties for countering some of these threats. So I think special oper-
ations have an incredibly important role to play, and that would be
one of the things I would want to look at again.

ISR [intelligence, surveillance, and reconnaissance] is another. 1
think what we are seeing on the global basis is inadequate ISR ca-
pacity to deal with multiple crises simultaneously.

And the last is we, as I mentioned earlier, we already have re-
grets about readiness, and that cuts in readiness under BCA caps
are deleterious to our ability to deal with all of these situations.

Thank you.

The CHAIRMAN. If I could interject for just a second, just to re-
mind members that tomorrow we have an informal roundtable on
exactly this topic. What would you call it? Creeping aggression.

Unconventional, hybrid warfare—lots of names. But we need to
understand this better and see whether we have a—whether we
are able to deal with it. And we have outstanding folks to come and
visit with us about it tomorrow.

Mr. Donnelly, you kind of answered this, but I don’t know if you
have some additional comments?

Mr. DoONNELLY. I have no regrets, Mr. Chairman. I think the
events of the last year really underscore our fundamental ap-
proach, that the near-term crisis is so immediate and, taken in the
aggregate, it is a global crisis. There is no theater, there is no do-
main of warfare, in which American strength isn’t being seriously
called into question.

So again, it really sort of underscores two things to me: that the
crisis is now; and that the fundamental strategy that was defined
in 2012, however wise it may have seemed then, is not responsive
to current conditions.

The CHAIRMAN. Thank you.

Mr. Smith.

Mr. SMITH. I guess the big question is where do we save money,
and a couple of you mentioned a few things, but if we could just
really emphasize again, you know, there is a laundry list of things
that the Pentagon has put out there—BRAC, personnel cost sav-
ings, getting rid of the A-10, laying up various Marine and Navy
ships. Give me your three best ideas for saving money that, you
know, fit within the national security challenge that we have.

Mr. HARRISON. Sir, I would start by noting some of the things
that we took off the table are probably the place we should actually
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start—compensation reform. We did allow base closures in the ex-
ercise, but we made it realistic. Base closures cost you a little
money up front and then save you money in the long run.

Every single team here chose to do base closures under both
budget scenarios, so I think that that is an important takeaway
from this exercise.

But ultimately, you know, having run two of these exercises with
this group of think tanks and dozens of exercises with other
groups, the common trend that I have found is that in almost every
single case, every team, the largest amount of savings dollar-wise
comes from personnel—military personnel, Active and Reserve
Component, and civilian personnel that work for the DOD.

Mr. SMITH. And specifically on those personnel savings, there are
a bunch of different areas. There is health care, there is compensa-
tion, there is pensions, and then there is a variety of different ben-
efits—housing, commissaries. You know, what makes the most
sense and where do you get to the point where you fear that you
are risking the All-Volunteer Force, the willingness of people to
sign up?

Mr. HARRISON. In the exercises it all came from cutting head
counts. But I will say in my own opinion, having, you know, stud-
ied and written about this issue, I think what the compensation
commission came out with in their final report at the end of last
month—I think that they have got a sound approach there.

It certainly, you know, could use some tweaks and improvement
by Congress, but their two main recommendations that affect the
DOD budget are to alter the current retirement plan to add a
401(k)-like plan that would benefit, you know, 75 percent of people
who leave without any retirement savings while maintaining the
defined benefit plan for people who serve a full career and retire.

Mr. SMITH. How does that save money?

Mr. HARRISON. Well, so the commission’s plan, using their own
numbers, once fully implemented it would save about %2 billion a
year, which is not a lot from that one change, but it basically saves
money by DOD not having to set aside as much in an accrual pay-
ment each year to the Military Retirement Trust Fund, and taking
some of those savings and reinvesting in a defined contribution
plan, like a 401(k), but banking the rest of the savings.

The other main recommendation of the commission that saved
more money was a change to the health care system, and allowing,
you know, Active Duty dependents, reservists, and retirees to do
something they were calling TRICARE Choice, where you would
get a basic allowance for health care for Active Duty dependents,
for example, and they could buy into commercial health insurance
plans instead of remaining on the military health care system.
That change, when fully implemented, according to their own esti-
mates, would save a little over $6 billion—almost $7 billion a year
once it was fully implemented.

Just those two changes alone in the Military Compensation Com-
mission report would save about $33 billion in aggregate over the
next 5 years, and more than that in every 5-year period that comes
after it. Thirty-three billion dollars is a good amount of money. It
does not get you all the way where you have to be in terms of the
Budget Control Act, but it certainly would help.
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Mr. SMITH. Just one quick question, and anyone can take this:
weapons systems. Give me a reasonably expensive weapons system
that you think we don’t need, that we could live with 8 carriers in-
stead of 11, we don’t need the new Okhio-class submarine, you
know, we can buy half as many F-35s, we, you know—give me a
major—because I think by some estimates, the weapons systems
that we are planning on building right now we can’t afford, barring
for some unforeseen acquisition reform miracle.

So something has got to go. What would you say should go?

Dr. BENSAHEL. I think that is exactly the right question to ask,
and the obvious answer to us when we ran through this exercise
is the F-35. That is the procurement program that is eating the
entire defense budget alive—particularly the Air Force budget, but
its costs are so high that it is crowding out everything else in the
procurement area, as well.

Mr. SMITH. So it is possible to consider basically eating at this
point close to 20 years’ worth of expenditures on the F-35, and
then simply relying on—I get my generations mixed up here—third
or fourth generation fighter planes?

Dr. BENSAHEL. No, we didn’t recommend canceling the program.
F-35s are needed by the Air Force in the future. But in particular,
the Air Force doesn’t need as many of them as it says it needs.

The number that the Air Force originally came up with of 1,746
F-35s was derived by doing a one-for-one replacement with the
current fighter fleet. And so if the F-35 is supposed to have and
it does have all these additional capabilities, it is not clear to me
why the one-to-one number is the right force structure for the Air
Force, for example.

Again, because of the constraints of the exercise, on our team we
did also cut some Navy ships. We cut cruisers, we cut a couple of
destroyers, and we did cut an aircraft carrier, although again, a lot
of that was budget-driven more than strategy-driven.

And we ended up cutting a lot of force structure in the services,
again, particularly in the Army, but because that reflected our per-
sonnel cuts. It doesn’t make any sense to try to keep the force
structure and the headquarters if you are cutting the personnel.

So we did cut some brigade combat teams, some force structure
in the Marines; but again, that reflected our primary decision be-
cause of the budget caps to cut the personnel, to then shrink the
force structure in proportion to that.

Mr. SmiTH. Okay. Thank you.

Thank you very much, Mr. Chairman.

Mr. DONNELLY. I just think you need to have a larger aperture
when you start going down this road. Just suppose, for example,
you know, you are concerned because the F-35 is a huge program.
What sense does it make to have—if you are going to cut the F-—
35s for the Navy, what sense does it make to have the big-deck car-
riers?

Who wants a $5 billion, $7 billion carrier with a 30-year-old air-
plane that can’t go very far or carry very much on it? It is not like
the F-35 is, you know, a miracle weapon for the carrier, but the
carrier, without a better airplane on it, doesn’t make any sense.
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So you have to take the force—likewise, why should the Marines
buy large-deck America-class amphibs, which was designed for the
F-35? The whole boat is designed to accommodate the F-35.

Also, the force numbers are not necessarily capability numbers;
they are force generation numbers. You may have to have 1,700 Air
Force F-35s in order to generate a certain number in a certain
number of theaters. I mean, I don’t know that that RFTA [Reserve
Forces Training Area] couldn’t be revisited, but again, if you are
worried about covering all the bases that we have to cover, you
have to generate a force that is there.

We haven’t invented a capability for any platform to be in two
places at once. So the numbers make a certain bit of sense, and if
you just start taking them in the abstract, you are going to end up
doing, you know, exponential damage rather than arithmetic dam-
age. And the pieces of the force interact with one another.

So this is what budget drills lead to that have second- and third-
order consequences that we see reflected in the headlines every day
but we don’t really take into account when we go through these
sort of budget drills.

Mr. SmiTH. Thank you.

I used up quite a bit of time here. I want to yield back.

The CHAIRMAN. So do budgets. It is not just budget drills that
have second-order effects; real budgets do too.

Mr. Jones.

Mr. JONES. Thank you, Mr. Chairman.

And I want to thank the panel for all the work you have done
to help enlighten us to make some very hard and difficult decisions
forthcoming.

I wanted to ask you that if we continue to go down this road of
policing the world, and certain—there is a need with these attacks
from ISIS and groups like that. And yet, we here in Congress are
having to make some very difficult budget cuts not just as it relates
to the military, but to other programs for the American citizen.

I think that is why the—today, with your testimony, is very im-
portant, because again, we will be making these decisions in the
next few months.

I somewhat get perplexed with the fact that—I will use for an
example Afghanistan. John Sopko, the Inspector General for Af-
ghan Reconstruction, has testified before subcommittees and a full
committee—Oversight—that so much of the money we are spend-
ing in Afghanistan is a waste. It ends up in the hands of the
Taliban to buy weapons to kill Americans, or the Taliban decides
that a road that we built, they want to blow it up.

I know this wasn’t part of your responsibility, but I gotta get to
a point. If we continue to do this policing work around the world,
and then we decide that, yes, we fought, our men have died and
given their life and limbs, but we are going to still stay there and
help them rebuild their country. The Bilateral Security Agreement
with Afghanistan is 10 more years at an average of anywhere from
$25 million to $40 million. I mean, it is just on and on and on.

Then you testify here today that we are not going to have the
strong military that we need because, again, money is going to be
part of the issue. Yes, there is waste. You acknowledge that, in the
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Air Force and the Army, I think; 20 percent, you said maybe, was
excess. There are things we can do and should do.

But I want to get to the point now of the question. In your anal-
ysis and your personal opinion, is there not going to be a time that
the Congress pass a war tax to pay for what we have and what we
need to keep this country militarily strong? Because I just don’t
think we can continue to go down this road, quite frankly, without
a collapse.

So my point is why the Congress does not have a debate—and
maybe we will have a debate—on the fact that maybe we need to
debate a war tax, or some type of taxation to make sure that we
are not cheating our defenses from being strong enough to protect
this country.

Do you believe sincerely at some point in time—and maybe this
is a little bit off your responsibility, but I would like to know your
personal opinion—that if we continue to go down this road, we can-
not keep doing business as we are doing it now because we are not
paying for it? It just is ongoing and ongoing to a point that we
won’t have any more money.

Is it fair to say that Congress should have this kind of debate
so we can answer some of the—have some solutions for some of the
areas that you have shared with us today that are going to be prob-
lem areas in the days to come?

Mr. HARRISON. I would just respond that, you know, I fully agree
that we as a nation need to have a debate on what it is we want
our military to be able to do. And that is where we began the exer-
cises, by each of these teams having that debate amongst them-
selves on exactly what are the right roles and missions for the mili-
tary now and into the future.

Once we have that debate then we need to do the hard work of
figuring out what it is we need in our military, in terms of capa-
bility, capacity, and readiness, in order to execute those roles and
missions that have been assigned to the military. And once we
know what resources would then be required, then as a nation we
need to be willing to pay for it.

And if that means additional revenues by, you know, some
means, then so be it. But that is the debate that we should be hav-
ing.

Mr. THOMAS. Congressman, if I could just add to Harrison’s re-
marks, I think in addition to a national debate about what we need
our military to do, I think we also need a much greater dialogue
with our allies and partners overseas. I think it is not just a ques-
tion of what do the American people pay, but what more can our
allies be doing in various places.

Mr. DoONNELLY. I will be very brief, if I may. If the question is
about how to finance military power and the conduct of war, his-
torically these are the reasons that countries have national banks
and borrow money—not to support current entitlements, not to pay
for current, you know, recurring domestic expenditures.

The British national debt during the Napoleonic Wars was some-
thing like 250 percent of GDP per year. Yet, because that was a
public good, the markets of Europe were willing to finance that and
eventually the British retired that debt.

We are doing precisely the opposite right now.
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Mr. JONES. Thank you.

Thank you, Mr. Chairman.

The CHAIRMAN. Appreciate the gentleman.

I realize it is hard with five witnesses to stay within 5 minutes,
but if members can keep their questions briefer then we might
have a chance.

Mr. Moulton.

Mr. MouLTON. I have no questions at this time, Mr. Chairman.

But thank you all very much for participating in this incredibly
important discussion.

The CHAIRMAN. Ms. Speier.

Ms. SPEIER. Thank you, Mr. Chairman.

In reading your testimony, I wondered if you thought there was
any fat in the defense budget.

Mr. DONNELLY. There are things that I wouldn’t necessarily buy.
I am not sure I would call them “fat”; I don’t think that is really
a useful

Ms. SPEIER. What would they be?

Mr. DONNELLY. There were things I would reinvest in, and not
invest in at the moment. I think, for example, although the littoral
combat ship [LCS] is a great littoral combat ship, it is not a very
good frigate.

So the problem is not the ship, per se. It doesn’t make it a “fat”
ship, although, unfortunately, the Navy made it way——

Ms. SPEIER. Too heavy.

Mr. DONNELLY. Yes. Yes, okay, so but the problem is a bad anal-
ysis of the mission and the need or a changing international envi-
ronment. There is nothing wrong with the program, per se, or the
technologies, per se; it is just too small to be a frigate.

So it is the wrong weapon. It is not a—you know, it is not that
this was fat or government waste, fraud, and abuse.

Ms. SPEIER. Thank you.

The National Defense Panel, with members appointed by this
very committee, concluded that, “A recapitalization of the nuclear
triad under current budget constraints is, ‘unaffordable.’” Yet the
President’s budget is asking us to overhaul our arsenal, costing $1
trillion over the next 30 years—money that could be spent on doz-
ens of other national security concerns.

Before we move forward with this overhaul, do we need to re-
evaluate our assumptions and goals of our nuclear deterrent? I
would like to know your thoughts on how we juxtapose that with
the budget.

Mr. Harrison, why don’t you start?

Mr. HARRISON. As a budget analyst, I always cringe at the term
“affordability” because, you know, the things that we are talking
about here today, some of them are very expensive, no doubt, but
affordability is a choice, right? It is a matter of whether or not we
are willing to make the resources available.

I think when I look at the nuclear triad my conclusion is that
it is not yet ripe for a decision. If you look at the $1 trillion projec-
tion, it is over 30 years, you know, we will likely spend $15 trillion
to $20 trillion on defense over that same time period. So it is a
rather small part of our overall force and expenditures.
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And many of the platforms included in the nuclear triad that we
are going to need to recapitalize are dual-use, and especially many
of the supporting capabilities, in terms of communication networks,
tankers for the aircraft. Many of these things we would fund any-
way even if we had new nuclear weapons in our arsenal.

I think you get to a good point, though, of do we need to rethink
the triad? Do we need to rethink the way that we modernize it and
the type of capabilities that we have in there? I think absolutely
we need to be looking at it, and the time to look at it is between
now and the end of the decade, and then we can start making some
smart decisions.

The one thing that concerns me most about the recapitalization
of the nuclear triad is we have put off some of these recapitaliza-
tion efforts so that now many of these programs, the peak in fund-
ing are starting to overlap in the 2020s, in the next decade. And
it is not just nuclear forces either; if you look at the rest of our ac-
quisition portfolio, we have a number of major programs where
their peak levels of funding are projected to occur at about the
same time in the 2020s.

If you just look at the Air Force’s aircraft procurement plan,
their long-term plans—and I don’t mean to pick on the Air Force
here, but the F-35A will be in full-rate production; the next-gen-
eration, LRSB [Long Range Strike Bomber], will be ramping up to
full-rate production; the KC—46A tanker aircraft will be at full-rate
production; and they would like to buy a new trainer aircraft,
ramping up to full-rate production.

Ms. SpEIER. Okay. Mr. Harrison, I am going to have to cut you
off because I am running out of time, want to get one more ques-
tion. But thank you very much.

And thank you all for your participation. I think this is an ex-
traordinary exercise, and I would love to see us as members of this
committee attempt to do what you have just done. It would be
quite a challenge.

I would like to focus one last—30 seconds on the F-35. And I am
more concerned than anything else on the cost of maintenance. And
we do not factor that in when we built these sophisticated weap-
onry.

And I understand it, it is going to be about $19.9 billion a year,
and $1 trillion over the lifetime of the program just for mainte-
nance. And maybe you could all respond to that in writing, because
my time is expired.

The CHAIRMAN. Thank the gentlelady.

Mr. Forbes.

Mr. FORBES. Thank you, Mr. Chairman.

Not trying to flatter you, but I believe all of you are brilliant ana-
lysts. But you don’t feed your families because you think lofty
thoughts; you feed them because you are able to communicate well.

And by and large, we are failing. This committee is failing; any-
one related to national defense is failing in communicating the
problem we have to our policymakers and to the public.

The real essence, when it comes to national defense preparation,
has nothing to do with intent, because intent can change within 24
hours. We really look at the curve lines for strategy, capacity, and
capability.
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As I see it, the problem we have is the curve lines for those who
may want to do us harm today or in the future are dramatically
going up, and ours are dramatically going down. The primary driv-
er of that, in my estimation, is sequestration right now.

And yet, when we talk about sequestration, everybody on this
committee would be against it but we would all have a caveat.
Some would say, “But I didn’t vote for it.” Okay. I am in that
group. Others would say, “But we can’t deal with it unless we raise
taxes.” Some would say unless we remove it from everything else,
unless we have a BRAC. You know the drill.

Taking all of that aside, using your best communication skills not
with defense speak—not A2/AD defenses, or readiness, or any of
those things that you have—what is the best message that we can
use to communicate with other policymakers who might be sitting
in Ways and Means [Committee] right now, or who may be individ-
uals across the country, to tell them the dangers to this country if
these curve lines continue the way they are and we can’t change
them? What would you say?

Mr. THOMAS. Congressman, I guess I would start by talking
about not just the security that we have today in this country, but
what is the security for our kids. That is something that affects
every Member of Congress and it affects every one of us.

What kind of country are we leaving in the future? And as you
point to these trend lines, there is a perception of American weak-
ness right now in the world and that perception, I think, is grow-
ing.

And how we overcome it I think really involves two things. One
is we have to get our fiscal house in order.

As Tom was talking earlier, in terms of being able to tap finan-
cial markets, our ability as a nation to go into financial markets
and get whatever the heck we need, whether it is in World War
II or it is in the next World War III, God forbid, rests on our fiscal
foundation. How secure are we as a potential investment?

And so that is critical. Fiscal rectitude is the foundation for ev-
erything else.

And so I think that we would be very open to, whether it is
entitlement reform, revenue increases

Mr. FoORBES. But you are covering the solutions. Tell me what
happens if we continue the curve lines.

Any of you guys.

Mr. DONNELLY. Sir, I mean, we will lose wars, our people in uni-
form will die, and we as a civilian society will have broken faith
with the very small number of Americans who go in harm’s way
to defend us. It is really that simple.

You know, the chiefs talk about readiness statistics and all the
rest of that stuff, which abstracts it to one level, but it—you know,
that is what it comes down to.

Mr. FORBES. Anybody else?

Mr. CrOTTY. To me, you know, the strength of American power
is on our economic prosperity, and that prosperity is based on a
rules-based international order that is undergirded by our involve-
ment in the global security. And I think that that is the biggest ar-
gument, to me, about why we need what we have.

Mr. FORBES. Anybody else?
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Dr. BENSAHEL. I would add to that that, particularly for the
American public, we need to emphasize that the future of wars do
not necessarily look like Afghanistan and Iraq. I think that for
most people who don’t follow these issues closely, that is what war
looks like and that is what the future looks like, and they don’t
want a part of that.

And so I think distinguishing what the future environment is
like, future threats, and making clear that they do not always re-
quire large-scale deployments of combat forces in irregular environ-
ments is very important. I think the American public responds to
the need for American leadership in the world. I think that reso-
nates quite well.

And I also think—I hate to come back to this, but reforming the
defense budget resonates. You know, my mother used to ask me,
“Why can’t the United States defend itself on $500 billion a year?”

It is an excellent question. If we started the budget from zero we
would probably allocate things very differently.

But making a public case about how we spend that money and
why those dollars are needed to protect U.S. interests around the
world, to continue playing a leadership role, and to say that not
everything looks like the wars of the past 13 years is an important
step.

The CHAIRMAN. Thank the gentleman.

Mr. Courtney.

Mr. COURTNEY. Thank you, Mr. Chairman.

I want to thank the witnesses for their testimony today.

You know, I have been sort of in and out. We are dealing with
the education markup, and sequestration is haunting that process,
which is, again, I think some of the more thoughtful people who
care about our ability to advance technological capability in defense
understand that education is also a priority that really plays into
national defense, as well.

And that sort of, I think, goes right back to the question of, you
know, when sometimes sequestration is talked about it is sort of,
like, viewed as this, you know, the Ten Commandments that we
are all sort of trapped under. And, you know, I was around when
the 2011 Budget Control Act was passed, and when that was incor-
porated into the Budget Control Act, number one, you know debt-
to-GDP was closer to 10 percent—or deficit spending-to-GDP was
closer to 10 percent; today we are under 3 percent.

And secondly, the history—the forensics of sequestration really
go back to the 1980s. I mean, this language was almost done ver-
batim from the Gramm-Rudman sequestration.

And Phil Gramm, the grandfather, you know, the inventor of se-
questration, he gave a speech in 2011 where, you know, he re-
minded Congress that it was never the objective of Gramm-Rud-
man to trigger sequester; the objective of Gramm-Rudman was to
have the threat of sequester force compromise and action.

So in other words, I mean, the fact is we are not helpless here.
I mean, we can turn off those cuts by an act of Congress, which
the Budget Control Act, by the way, was, as well.

So, you know, this is—you know, I just think it is important
sometimes for people to remember we are not sort of trapped here,
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that, you know, we can do this. And Mr. Thomas alluded to, you
know, some of the ways that we need to take a global approach.

And the good news is that, again, because the deficit has moved
in the right direction far faster than CBO [Congressional Budget
Office] projected in 2011 when we passed the Budget Control—I
mean, if you said that we would have the deficit down to less than
3 percent of GDP back in 2011 you would have been dismissed as
a stark raving lunatic, and yet that is where we are today. So this
is not mission impossible.

And again, I just think that that is something that we all have
to kind of keep sort of drumming into is this is not something that
we have to accept.

One quick question, again, looking at some of the priorities that,
again, you guys still went through this process, you know, sharp-
ening your pencils. You know, I sit on Seapower and, you know, the
Navy changes that you sort of suggested—certainly the undersea,
you know, sort of bolstering of forces is something that some of us
are—you know, feel pretty validated about.

But there was also, again, the LCS program and the cruiser pro-
gram seem to be sort of a target, in terms of some of your sugges-
tions. And I was wondering if whoever wants to step up and sort
of talk about that, you know the floor is yours.

Mr. DONNELLY. If you don’t push the button you don’t get to talk.

The sea services back in the 1990s made a fundamental misjudg-
ment about the nature of warfare in their domain, which we have
been paying for. They thought they were going to be able to eter-
nally operate close to shore, so the Zumwalt cruiser was basically
like a giant battleship.

It had a gun that shot 100 miles, which is a pretty amazing bit
of engineering. But, you know, if you can’t sail close enough to use
the gun then it is a little bit of a problem.

Likewise, the littoral combat ship, as the name indicates, was
meant to fight in littoral waters, and it was designed to go fast
originally. It was called the “Streetfighter” at one point.

Well, so now we find that the environment in which it may be
asked to operate is a lot more lethal. And thus, it was a funda-
mental misjudgment by the Navy about what its operational envi-
ronment was going to be that has affected a whole host of pro-
grams, and it is going to, I don’t know, take a long time for the
Navy to recover from having made that profound mistake.

It has been a problem for the Marine Corps, as well. And you
could probably make similar judgments about the other services.

Dr. BENSAHEL. I would like to just add briefly, your comment
about education and how that affects this. One of the things we
prioritized on our team was preserving as much of the defense
budget as possible for research and development, and particularly
within that basic science, things that don’t have yet a direct link
to defense programs, because of our concerns that the funding for
that in other parts of the Federal budget will be coming down and
that ultimately, basic research and basic technological research is
absolutely essential to stay on the forefront of defense capabilities
in the future. So we prioritized that even within the defense budg-
et.

The CHAIRMAN. Mr. Rogers.
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Mr. ROGERS. Thank you, Mr. Chairman.

I want to go back to the topic that Mr. Forbes was pursuing—
that is how we communicate this problem. Anybody on this com-
mittee knows that the spending caps that were put on defense
through the BCA are moronic and need to be gone.

The problem we have is many people in the Congress think it is
working out just fine. Deficit is going down, they are not hearing
the Defense Department squeal too much, and we are not dead.

So we have the challenge, as members of this committee, to com-
municate not only to the public but, more importantly, to our fellow
colleagues and our leadership the problem in a way that makes
them want to act. You know, Mr. Courtney is right—we can fix
this, but we have got to have consensus that it needs to be fixed.
That is not there.

So I would ask each of you—and, Mr. Donnelly, Mr. Forbes asked
you to, in plain language, describe why it needs to be fixed, and
you talked about we have broken faith, and all that was fine. That
is not going to persuade Members to change their mind. What I
think we have to do is offer that, but then follow it up with some
specific examples of why this is a threat to our country’s security.

So I would ask you to use this threshold: Assume you are talking
to my 75-year-old mother who never finished high school, in that
kind of language, and explain to her, who happens to be another
Member of Congress, why this has got to be fixed and it has got
to be fixed with this budget.

Start with Mr. Donnelly and go down. And you have got 30 sec-
onds at most, because they are not paying attention after that. We
are talking to them on the floor; they are wanting to get on to
something else.

Mr. DONNELLY. I can’t believe that a woman like that would be
content to send American soldiers into harm’s way without pre-
paring them for victory. I would not want to give up on that idea.
I think that is something that touches Americans who don’t serve
very deeply.

Mr. ROGERS. My colleagues are going to say, “Listen, the Defense
Department is not squealing. I think it is working out just fine.
Tell me why it is a threat.”

Mr. DONNELLY. Because

Mr. ROGERS [continuing]. Example.

Mr. DONNELLY. Part of the job of this committee is to put a—is
to make that case.

Mr. ROGERS. That is what I am asking

Mr. DONNELLY. You know, go out to a rifle range, go to a unit,
go to a hangar and see pilots who aren’t flying.

Mr. ROGERS. You are missing my point. I am on the floor talking
to a colleague from Wisconsin. He is giving me 15 or 20 seconds
of attention before he is moving on. I am asking you to help me
have some examples I can provide.

1 Mr. Thomas, you are shaking your head. You know what you are
oing.

Mr. THOMAS. I will try to redeem myself after Mr. Forbes’ com-
ment.

What I would say is that, are we better off now as a nation than
we were in July of 2011, before the——
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Mr. ROGERS. And he said, “Yes, well, our deficit is down.”

Mr. THOMAS. Our deficit is down, but the world is going to hell
in a handbasket. And what I would say is the reason we have to
make—we have to fully fund defense today is because an ounce of
prevention is worth a pound of cure, and we either pay now or we
are going to pay much more later as we look at a deteriorating
global security environment.

Mr. ROGERS. Y’all are making a wonderful case to people on this
committee who get it. You are too abstract. Give me some examples
of why we should scare the crap out of somebody that if we don’t
turn this around we are going to be in trouble.

Mr. CROTTY. So the last time we sort of ignored things and went
down farther than most planners would have wanted us to go was
the time we ended up back in—or we ended up in Afghanistan be-
cause we had not been paying attention and didn’t have the capac-
ity to—and will to respond. Or maybe more currently, if you are
speaking to someone today, you know, “You see the beheadings
from ISIS on the news. Do you want us to be able to do something
about that?”

I think that that is the fundamental question. I mean, there are
deeper questions buried in that, but I think that is the funda-
mental question we are sort of trying to face.

Dr. BENSAHEL. The world is a dangerous place and we are deal-
ing with more difficult threats than we have in a long time. And
we have to be able to deal with the full range of threats, from a
group like ISIL that beheads innocent people, to an aggressive Rus-
sia that is invading, taking over territory from other states.

The United States has a leadership role to play in ensuring those
things don’t happen.

Mr. HARRISON. Sir, can I try a completely different approach? Be-
cause I don’t think the defense arguments are necessary going to
convince a person that hasn’t already been convinced by them, be-
cause I think they have heard all of this.

What I would say is the BCA budget caps were set without re-
gard for need. They were set to reach a predetermined deficit re-
duction target.

The BCA was intended as a forcing function, not as a means of
governing. So I would say, with all due respect, Congress should
do its job and govern, and reconsider those caps, and spend what
is necessary for defense, not an arbitrary level.

Mr. ROGERS. Well, you know, all of you make very good cases,
but I am just telling you, our colleagues don’t get it. They really
think they are working and they don’t see the harm, and this is
dangerous.

But thank you, Mr. Chairman.

The CHAIRMAN. Thank you.

Mr. Johnson.

Mr. JOHNSON. Thank you.

I have listened carefully, and, Mr. Donnelly, you mentioned
about entitlement funding and inferred that that is one of the rea-
sons why we cannot fund our defense needs.

And so my question is this: Defense spending, particularly se-
quester, are hollowing out our defense infrastructure and will leave
us with a hollowed-out military unable to meet the current and fu-
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ture threats to our national security. And my question to you is
this: What is worse, a hollowed-out military and inability to re-
spond to the current challenges to our national security and those
that will arise in the future most certainly, or is it a hollowed-out
social safety net with millions of poor, hungry, and homeless chil-
dren, elderly, and mentally and physically ill Americans all clam-
oring and solely dependent upon private charity for their basic sus-
tenance?

Which is worse?

Mr. DONNELLY. Both those things are bad. The worst case of all
is paying for my entitlements. I am not yet poor. I don’t intend to
become poor, and

Mr. JOHNSON. You do realize that there are many poor people
out there——

Mr. DONNELLY. I do, but the entitlement——

Mr. JOHNSON. You realize that——

Mr. DONNELLY. But you are not talking about entitlements when
you are talking about poverty. You are talking about the middle
class. You are——

Mr. JOHNSON. You also recognize that——

Mr. DONNELLY. You are going to be—Social Security and other
entitlements are going to be paying for baby boomer retirement. I
would sacrifice some slice of that to protect the poor and to give
people who need in this society a decent quality of life, and to pro-
tect us all as Americans.

Mr. JOHNSON. Well—

Mr. DONNELLY. Take my slice.

Mr. JOHNSON. I think most of us would agree with you. Most of
us would have some affinity for the idea of perhaps removing caps
on social—income subject to Social Security taxes, those kinds of
things that would strengthen our so-called entitlements.

But you did not answer my question, though. What is worse, a
hollowed-out military or a hollowed-out social safety net, which af-
fects millions of poor children, elderly, sick, both mentally and
physically—what is worse

Mr. DoNNELLY. That is a false choice that I won’t make. We are
a wealthy society. We can afford to defend ourselves and we can
afford to take care of the people who need help in our society.

Mr. JOHNSON. Well, I think your comments were indicative of
wanting to just totally cut and obliterate the entitlement spending.

Mr. DONNELLY. I said we are spending too much on entitlements;
I didn’t say that we should obliterate or eliminate the entitlement
program.

Mr. JOHNSON. Current levels of spending on entitlement pro-
grams is too much, and current spending on defense is too little.

Mr. DONNELLY. In bottom-line terms, I would agree with that.

Mr. JoHNSON. All right. I just wanted to get you on record on
that.

Unless any of the other members of the panel wanted to respond,
I would have no other questions.

I yield back, Mr. Chairman.

The CHAIRMAN. Gentleman yields back.

Mr. Wittman.

Mr. WiTTMAN. Thank you, Mr. Chairman.
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I would like to thank our panelists today for joining us.

Dr. Bensahel, I would like to go to one of the comments that you
made specifically about base capacity. Your comment in your anal-
ysis is, “It is unconscionable to require these services to continue
to spend money on facilities they don’t need while the budget caps
require them to cut end strength, training, readiness, which puts
American troops at unneeded risk.”

And looking at that, give me your perspective on how the anal-
ysis was done on current base capacity. What are some of the as-
sumpti(‘)?ns there? Was it different than the analysis that was done
in 20057

And one of the issues that comes up is, you know, not only are
we looking at capitalization, but, you know, how does this square
with the national security strategies that we have and making sure
that there is, indeed, alignment there?

And another one of the most important questions is there is a
cost to these base realignment and closure. If you can’t capture
those savings within the FYDP, then all of that is speculative
about what impact truly realigning capacity has.

So give me your assumptions about that analysis and about
where we really need to be addressing this particular question.

Dr. BENSAHEL. First of all, that is exactly right about needing to
be able to harvest the savings within a certain period of time, the
5-year FYDP period. And in fact, that was the one defense reform-
type option that was available to us in this exercise was what Todd
dubbed, and others have dubbed, the clean-kill BRAC, which is
that all the savings as part of that would have to be generated
within 5 years.

I think that there are a lot of lessons to be learned from the 2005
BRA% experience. I don’t think anybody is happy with how that oc-
curred.

I would say that that process was much more about alignment
than closure. There was a tremendous amount of new construction.
The new construction costs reduced the planned savings for that by
over 70 percent.

So the 2005 BRAC model is not what I think that Congress
should endorse. The previous BRAC rounds did a far, far better job
of reducing costs and actually harvesting savings, even though
some of it was beyond the 5-year period. That is what Congress
should use as a model and not be scared off by the 2005 experience.

I don’t know the details of where those numbers came from with-
in the services, but I do know that there have been efforts, for fi-
nancial reasons, to shrink footprints, to consolidate, and some of it
also reflects force structure cuts. When you cut force structure and
end strength you don’t need as many facilities as you have in the
past, and I know that was one of the drivers of their cost estimates.

Mr. WiTTMAN. Looking at the national defense strategies, I think
one of the concerns is that in haste to be able to save money we
look at the short term. But understanding, too, just as you all have
pointed out, that things change in the long term.

And we know in the United States, as it is configured today, if
you get rid of base structure you will never get it back in that con-
figuration. And if you do need to regenerate that it will be much,
much more expensive, and it will be sometimes impossible to re-
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generate it because people don’t want those things in their back-
yard anymore once they disappear.

So the balance is how do we save money in an effective way to
meet today’s needs, but how do we make sure that we don’t rid our-
selves of capacity that may be needed in the future?

And a great example is let’s say theoretically you want to close
an Air Force base, but we are planning to put in place a new long-
range strategic bomber. And all of a sudden later down the road,
as these aircrafts start to come online in 2020 and beyond, you look
at it and you go, “Wow, you know, we closed this base, but that
is really a place where we need to be placing these long-range stra-
tegic bombers, for a variety of reasons: we don’t want them flying
over neighborhoods, the sound, all those kinds of things.”

So my concern is aligning strategically long-term needs with
where we are trying to go in the short term. So just give me your
perspective on how to—how those elements balanced in this deci-
sionmaking.

Dr. BENSAHEL. I would just say that I believe the chiefs of staffs
of all of the services are well aware of that. They do think long-
term. They are not concerned—when they make recommendations
like that and estimates of that kind of capacity they are not talking
about what they need for today or even tomorrow; they are think-
ing much longer term.

And, you know, if those are the conclusions that they have
reached, that they have asked Congress for—they are asking Con-
gress to close 20 percent of their capacity—that will already have
figured into their calculations, particularly because they are also,
you know, involved—the Secretary of the Air Force, the Chief of
staff of the Air Force are thinking about the long-range bomber, for
example, when they make those decisions.

Mr. WITTMAN. Sure. I think that is why the questions about the
assumptions that they make about needed capacity and whether
that aligns with the strategies is such a critical question. I think
those questions need to be asked if we are to make the proper deci-
sions.

I don’t know if any of the other panelists have a view on that
and how we need to keep those things in mind.

Mr. THOMAS. Congressman, one thing I might add is we certainly
have to be concerned about regret factors for closing domestic
bases, but I think that danger is greatly compounded when it
comes to thinking about our overseas bases. And there I think the
regret factors could be far greater.

Mr. WITTMAN. Yes. Very good.

Thank you, Mr. Chairman. I yield back.

The CHAIRMAN. Thank you.

Mr. Veasey.

Mr. VEASEY. Thank you, Mr. Chairman.

I had a question, you know, just about—particularly because the
American public obviously has a lot of concerns about costs in gen-
eral and defense budgets and what have you. But help me under-
stand like how do you—with all the aggression that we see popping
up in different parts of the world, particularly in the Middle East,
but also in the Ukraine and other places, paying for all of the
needs to address all of those different issues and be prepared? Be-
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cause I think that a big part of preparedness is that even if we
never have to use force, like let’s say like in the Ukraine, for in-
stance, we obviously want to have the appearance or the perception
that we are prepared to deal with it if need be.

And so how do you deal with all of these—with having to keep
up that perception and that capability at the same time and deal-
ing with the money that is needed to do that, in particular when
we start talking about personnel costs, which is a big part of the
budget?

Mr. THOMAS. Congressman, one thing I would offer is that, as I
mentioned in my testimony, we have to think about new ways of
deterring conflict abroad. And in the past we have maintained very
large, sizeable forces in an expeditionary fashion that we can dis-
patch overseas to come to the aid of an ally very reactively after
something has occurred.

And we have an opportunity, I think, to make a shift. We can
put greater emphasis on preventive capabilities and the ability to
deny adversaries the ability to commit acts of aggression or coer-
cion in the first instance.

But we also can place greater emphasis on global surveillance
and strike capabilities that can cover down on multiple areas of the
world simultaneously and hold out the potential for very dev-
astating reprisals, should aggression or coercion be conducted.

Dr. BENSAHEL. I would add to that that the United States has
a tremendous deterrence capability today, especially if you are
talking about things like Russian aggression in Ukraine. The U.S.
Army, in both the Active Component and Reserve Component, has
a tremendous number of tanks, for example.

The question about whether they are forward-based and whether
they are, you know, reassuring to our allies is an important one,
but that is not a question of the equipment. The equipment is
there; the people are there. It’s a, you know, a basing issue and a
force posture issue.

The types of current threats that we are facing don’t require
large-scale conventional forces in order to address. They are more
likely to be addressed by special operations forces, light footprint
types of approaches that cost much less money in terms of equip-
ment; they are expensive on the personnel side.

But at least in the current threat environment, that is not a
tradeoff that you have to make within the defense budget. Now, as
I said, our principles when we went through this exercise were not
convinced that that is the same logic over the long term, so our
long-term investments shifted a bit in order to ensure that the
United States maintains a credible deterrent force across all of its
military services.

But the capabilities to deal with the threats that we are facing
today, in our view, largely do reside within the services.

Mr. DoNNELLY. If I may, I would say we have a problem more
with dissuasion than deterrence. We have an incredible ability to
punish anybody that we wish to punish, whether we are based for-
ward or based in the continental United States. I mean, that de-
structive power of the American military is, you know, literally
awesome.
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The problem is to dissuade the Russians or whoever from cross-
ing the line in the first place, and that is very much a matter of
where we are and in what kinds of numbers. This is the problem,
you know, both in Europe and in East Asia.

But it—the problem in the Middle East goes even beyond that,
I would say. I have always been attracted to Jim’s idea that we
have been issuing eviction notices in the Middle East rather regu-
larly over the past 20 years.

What is our strategy for ISIS if not to evict them from their cur-
rent statelet, or whatever you want to call it. Anything less than
that would be a strategic failure of huge magnitude.

So, you know, if our real goal is to not simply deter but to dis-
suade a whole host of bad guys from even thinking about it, they
have to think not only of the severity of the punishment but of the
certainty of the punishment and our ability to roll back, as it were,
if they do cross various red lines.

And that is where I think the immediate problem is. Nobody
doubts the United States’ ability to exact—or to wreak havoc on
our adversaries. What they question is our sort of willingness to do
so, and our willingness to do so in a way that will be tolerable to
our allies.

Mr. VEASEY. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you.

Mr. Nugent.

Mr. NUGENT. Thank you, Mr. Chairman.

And thank you for being here today, to the panel.

You know, I agree with some of what you say and I disagree with
some of what you say, which is a good thing, right? You know, we
had a retreat yesterday, which was the first for this committee,
ever, and we heard from some, you know, pretty insightful folks.
Some was, you know, classified and some was unclassified.

But at the end of the day, I think most of us walked away say-
ing, you know, we have—the multiple threats are so different, and
we have state actors and we have resurgence of some state actors—
Russia in one and China now emerging.

And our response obviously is worldwide while theirs is more re-
gionally allocated, so they can have, you know, less money spent,
but we have to spend a whole lot more to reach out and do the
things we need to do, plus the counterterrorism issues that we
have through non-state actors that are proxies for some states. So
we have a whole host of issues to deal with.

But your review—and, Mr. Crotty, I think you—Crotty—you
touched on an area as it related to the National Guard and Reserve
Component. I think you were the only one that actually increased
National Guard and Reserve, and I was just trying to figure out
why did you do that and what was your basis behind that?

Mr. CROTTY. Sure. I think that when you start talking about get-
ting down to these big budget cuts, one of the first things that you
need to think about is the roles and missions question. What
should everybody be doing?

And I think that as we talk about the changing and diverse na-
ture of threats, and some of us have talked about the move away
from how important conventional response is—perhaps the Guard
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and Reserve can start to be a place where we start to develop these
other capabilities.

Maybe these are not people who are going to be out there in the
front line in tanks, but they may be—maybe the cyber mission
needs to move out of the Active Component and into Guard and Re-
serve because that is how we can better access people that, you
know, don’t—they want to serve their country; they don’t nec-
essarily want to be in uniform on the front lines, but they have
skills that they can bring. And I think that that is something that
we—if you are going to have to start thinking about big cuts you
have to start thinking about big moves, so that was one area.

I think another area where we were thinking about the Guard
and Reserve is as a better rotation base for doing some of the en-
gagement overseas or, you know, sort of short-term things, being
involved in exercises and building relationships and having some
of those language and cultural skills that might be harder to keep
in the Active services.

And finally, one of the things that we did was we brought down
the size of the Army significantly, and while conventional threats
are less than they have been at times—or our conventional re-
sponses are maybe not as effective as they have been in the past,
the ability to mobilize a large ground force is an important capa-
bility to maintain. And so while you lose some time and capability
by moving it from Active to Reserve, it is still important to be able
to do that if you have to.

And so making sure that the Guard and Reserve are sized and
also organized to work better with the Active

Mr. NUGENT. And the Guard and Reserve——

Mr. CROTTY. Yes.

Mr. NUGENT [continuing]. They do it at a reduced cost.

Mr. CROTTY. Yes. Yes. I mean, part of the reason we moved out
of Active into the Reserve is it was cheaper.

Mr. NUGENT. But they have been utilized to a greater extent
than ever, you know, the last 10, 13 years. They were never really,
I don’t think, envisioned to be that—you know, that operational,
but they are today. And I think we have relied upon them to a
greater extent.

Here is what I worry about, and, you know, we focus on what
is in front of us. Right now the shiny object is ISIS. But, you know,
it is much greater than that, you know, across the globe. You know,
when you start trying to identify what the threat is and it is, you
know, it is radical Islam, it is those types of things that are not
just in, you know, in Syria and in Iraq, but they are in, you know,
Africa.

They are all over the world, and so we are focused on that, but
at the same time, we have state actors that are increasing their ca-
pabilities to an extent that we have never seen before. You know,
China has never been a real threat to us, and I don’t think they
are necessarily a threat to the homeland, but they are a threat to
our way of life, particularly in regards to what is going on, you
know, in the Pacific, and what they can do and what their mod-
ernization is designed to do.

And we have to be able to project force to that because I think
one of the things that was mentioned, you know, that ounce of pre-
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vention is worth a pound of cure. And I just want to leave it at
that.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you.

Mr. Cooper.

Mr. CoOPER. Thank you, Mr. Chairman, for an excellent hearing.
I wish all of our colleagues were able to attend.

I also want to thank CSBA, because it sounds like that budget
exercise you went through was extraordinarily useful not only for
the expert panelists, but it made me wonder, Mr. Chairman, if we
should get all the members of this committee to go through that
exercise, because life is about tradeoffs; legislation is about trade-
offs.

And I thought Mr. Donnelly was particularly useful in his exer-
cise in a traditional U.S. defense posture costing us $780 billion.
Like, is anybody on the Hill talking about numbers of that size?

You know, and that is very useful because your benchmark is
kind of like traditional HASC [House Armed Services Committee]
speech material. So I would suggest that no member continue mak-
ing that speech unless he or she is willing to find $780 billion so
we are more than a paper tiger here.

Mr. Donnelly.

Mr. DONNELLY. I just want to clarify what the—that is the dif-
ference between what we thought would begin to be adequate and
what the 10-year baseline is. So it is about a—almost a 20 percent
increase, you know, so it is $800 billion out of $2 trillion, some-
thing like that.

Mr. COOPER. Yes. So it is 4 percent of GDP, which is a reason-
able figure to spend on defense, but yet we, even on HASC, who
are more familiar with these issues, are nowhere near in the re-
ality ballpark to get this done.

Now, we perhaps don’t need the traditional defense posture. The
other panelists provide a useful service by getting even more real-
istic.

But just in that ballpark, when Mr. Harrison said, well, for cer-
tain personnel measures, reforms that we probably won’t have the
courage to do on this committee, that would save us $33 billion
over 5 years.

Well guess what? This week this House of Representatives, in
legislation so minor it won’t even be reported in the newspaper, we
will increase the deficit by $77 billion just by routine stuff that we
will do this week.

Seventy-seven billion dollars. Now that is a 10-year figure, as op-
posed to Mr. Harrison’s 5-year figure, but these are approximate
numbers. Just this week we will blow through savings like that
that this committee will not have the courage to come up with.

So I thought the single most powerful word in the testimony was
Ms. Bensahel’s word “unconscionable.” That is a strong word.

And what was she referring to? The fact that this committee will
not even allow the Pentagon to consider a BRAC reduction when
the Army and the Air Force testified there is 20 percent surplus
capacity. That is outrageous.
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When our own military is begging them to—begging us to get the
flexibility to do the right thing and we refuse to give it to them.
We look incompetent. We look selfish. We look weak.

And America should not look like that. So this is this committee’s
chance, under new leadership, to come forward with a realistic and
funded defense strategy.

On another note, Mr. Thomas, I wanted to ask—you mentioned
a new strategy regarding sea mines and things like that. I would
like to understand more about that. Aren’t mining the seas consid-
ered an act of war? But that’s a useful way to do A2/area denial?

Mr. THOMAS. Thank you, Congressman.

What we have seen our adversaries doing over the last decade
or more has been developing capabilities that can impede our abil-
ity to project power. Sea mines, as they sound offensive, are actu-
ally extremely useful defensive weapons.

So you could imagine in places like the East China Sea, the abil-
ity for the United States and its local allies to be able to implant
mines in their own territorial waters that could impede intruding
submarines and other forces could be valuable for helping to better
defend their maritime areas of control.

Mr. CooPER. You have written about this, and so just go to your
think tank and CSBA and get the materials on this?

Mr. THOMAS. Yes, sir. We would be happy to send you something.

Mr. CoopPER. That would be great.

Thank you, Mr. Chairman. Again, an excellent hearing.

The CHAIRMAN. Thank you.

Mr. Harrison, you are as knowledgeable an expert on defense
budget as I know of in town following it closely. Are you aware of
any study or basis for this figure that some folks from the Pen-
tagon throw around that we have 20 percent extra infrastructure?

Mr. HARRISON. My understanding of that figure is, well, first of
all, I believe DOD 1is prohibited from doing a detailed analysis of
this issue, so they aren’t able to produce new analysis to substan-
tiate the number. The figure is an estimate that is derived from the
detailed analysis they did of the inventory of facilities in the
United States prior to the last round of base closures, and then
subtracting the amount of infrastructure that was reduced during
the fifth round of base closures. You end up with somewhere in the
neighborhood of 20 percent excess capacity.

The CHAIRMAN. As I understand what you are saying, sometime
before 2005 they believe they had—and I don’t know if these num-
bers are exactly right—23 percent extra infrastructure. The 2005
BRAC round reduced 3 percent, so they are saying, okay, we still
have 20 percent extra.

Mr. HARRISON. That is my understanding, sir.

The CHAIRMAN. That is where that number is basis

Mr. HARRISON. Yes, sir.

The CHAIRMAN. Okay. Thank you.

Mr. MacArthur.

Mr. MACARTHUR. Thank you, Mr. Chairman.

I have lived through budgets for about 30 years in a very dif-
ferent context—in a business context—and I am still trying to de-
cide and discern to what degree that helps me and to what degree
that hurts me in trying to assess our role and how we make
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progress in this. And I have presented budgets where I argued for
my priorities; I have sat on boards of directors where I evaluated
those and made cuts.

It seems to me that our role is probably more like the board. I
don’t see us cutting individual programs, getting into the weeds. I
think we lose something there.

So I have been focused on the broader sense, and I would be in-
terested when I am done in whether you think that is the right ap-
proach for us.

It also seems to me the difficulty for us in assessing what level
of military investment is adequate, there are a couple things I have
jotted down here. One, the scope of the DOD is vast and arcane.
It is so complex that only initiates like the DOD, perhaps you, and
others really get it.

It is difficult to compare dollar levels to your mother. What is the
difference between $500 billion and $550 billion? You know, what
is the difference, really? It is hard for us to assess that.

There is a myriad of different opinions is a third problem about
the risks, the priorities, the relative effectiveness of options.

And then there is a whole set of—a fourth issue is differences in
values. I heard a question earlier about, you know, is this more im-
portant than social programs. And you can argue whether that is
a false choice, but it is a choice that is in many people’s minds.

So I have tried to stay focused on a little bit of a broader ap-
proach to this, and that is, what is military spending over time as
a percentage of GDP in peacetime, in wartime, and where are we?
Are we in wartime, peacetime as you look—you know, it is not a
World War II environment, but we are certainly a nation at war.

And I would like you to talk about it, but I would actually like
it if one of you could send analysis, if you have it, I assume you
do—what have we spent throughout the course of modern history
in military spending as a percentage of GDP? And then what level
of DOD spending is implied by the current BCA as a percentage
of GDP?

So I would be happy to have you grasp any of those points that
I just mentioned and comment on them.

Mr. HARRISON. If you don’t mind, if I can go first? I have a re-
port, I will send it to you, that tracks it, at least since the end of
World War II, of defense spending as a percent of GDP. I do not
remember the exact numbers off the top of my head, but I believe
the peacetime average, if you cut out the periods of the Korean
War and Vietnam War, et cetera, that we have typically averaged
around 6 percent of GDP.

But also, if you look at the trend in the graph, it has been stead-
ily declining, and that is over decades.

I caution people against using percent of GDP as a good metric
for defense spending. I think what that leads us to is setting things
like an arbitrary floor for defense spending.

People floated things like 4 percent of GDP, “Four Percent for
Freedom.” It is great alliteration. I don’t know that it is good strat-
egy, though.

I still fundamentally believe—the reason I am against the BCA
budget caps is the same reason I am against setting a percent of
GDP for defense, is because I think our spending level should be
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driven by our security needs and not set at some arbitrary level,
regardless of where that ends up. Let’s have the debate about what
we need to spend and then let’s fully fund that.

Mr. MACARTHUR. If we could get some agreement around that I
would agree with you. But I am not sure we can, and so in the in-
terest of persuading colleagues who are part of this decision, it
seems to me there needs to be something else, some handle for peo-
ple to grab hold of and say, “Okay, we do have deficit issues, but
if we spent 6 percent traditionally then maybe I can live with, you
k}llrlow, 3.5 percent today.” That is why I gravitate a little bit to
that.

Mr. HARRISON. I have failed to answer the last part of your ques-
tion. We are on track now to fall below 3 percent of GDP on de-
fense spending. That is where we are headed at this moment.

Mr. DONNELLY. I will try to put this in 15 seconds. Since the end
of World War II we have guaranteed a remarkably historically se-
cure and stable international environment. It has been the frame-
work for our prosperity, been the framework for the expansion of
human liberty across the planet, and for a really—if you are talk-
ing about great power stability, unprecedented in history.

The cost of that has declined as we have become richer and the
system has become more entrenched, which is reflected in that
downward GDP slice. GDP is nothing more than a measure of the
opportunity cost. Can we afford to sustain what we have built?

d at 5 percent, a nickel on the dollar, it seems like a pretty
good value and a cost that we could sustain, you know, indefinitely.

Mr. MACARTHUR. Thank you.

I yield back.

The CHAIRMAN. Mrs. Davis.

Mrs. Davis. I will try, Mr. Chairman, really quickly. I have been
called back to another meeting.

Thank you so much. Your presentations were good. I read most
of those before and have heard the questions.

Mr. Harrison, if I could turn to you, because I know you have
been very involved in personnel issues, and I believe the chairman
asked about that earlier and, you know, the cost factors involved.

We have 1 percent of our population that engage in the military,
and so part of the pushback as we move forward and try and deal
with these issues is that very fact of people feeling like, you know,
we are looking at the budget but, you know, we are going to this
area—and I greatly appreciate the commission, but I am just—you
know, we were talking about how do we sell some of this.

And what would you say, I guess, to that 1 percent? And what
is it that we should be coupling particularly with those changes,
that modernization, that we demonstrate that we are actually, you
know, being very true to the young men and women and the fami-
lies who serve this country?

Mr. HARRISON. I would say that when it comes to the defense
budget, it’s about balance. And when it comes to keeping faith with
the troops, it is not just about pay and benefits; it is about ensur-
ing that the force that we have and the funding we provide pro-
vides an adequate number of people, it provides the best equipment
in the world that is properly maintained, and the best training in
the world.
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And we are breaking faith with the troops when we shortchange
any of those things. So it is about keeping the right level of bal-
ance.

And for me, when I look at the compensation reform issue, I
served in uniform in the past and, you know, I can tell you—and
anyone who serves I think would agree—that it is not the only rea-
son people join the military or choose to make a career of the mili-
tary. It is not just about compensation; it’s about serving one’s
country. So let’s not forget that.

But also, what is important to me is thinking about the future.
I am not in the military anymore, but what if one day my two little
daughters—this is still a long way off—what if one of them wants
to joi;1 the military. What will I care about as a parent at that
point?

I will tell you, I will not care one bit about their retirement plan.
I will care about making sure they have got the best training, the
best equipment in the world, and they have got enough people
going into battle with them that they will be protected and they
will be able to come back home to me. That is what I care about.

And so I think when we are looking at, you know, what we can
do in the future, yes, we absolutely have to keep faith with the
troops. And we absolutely need to maintain an All-Volunteer Force
with a compensation system that can recruit and retain the best
and the brightest, but it is about balance, so I think we have got
to look beyond just trying to maintain the status quo.

Mrs. Davis. Just too, I think a few of the other issues that you
raised—one is focusing on cyber, and that is understandable. I
know that in the last budget we actually did improve those budgets
considerably, and on some levels they—technological piece and the
intel piece is really dependent on the best minds, you know, so it
Ls personnel, it is human capital that in many ways is required

ere.

Why did everybody want to raise those cyber budgets signifi-
cantly and what should we know about that? Is it in competition,
necessarily, with adversaries and the idea that, you know, we are—
we can’t stand still while they are, you know, racing ahead, or is
it something else?

Dr. BENSAHEL. I think there is a tremendous amount of concern
about proliferating cyber capabilities, particularly in the hands of
some U.S. potential state adversaries and their capabilities. So I do
think that there is a reason to be investing in that.

I would caution, though—and I don’t think the American people
are aware of this—that most of the money that DOD spends on
cyber goes to protecting and dealing with DOD networks and deal-
ing with offensive capabilities against state adversaries. They don’t
go about protecting, you know, the networks that we depend on for
our, you know, banking, for, you know, the fact that we all have
iPhones in our pockets, you know, the basic networks that under-
gird our society.

I think there is an important role here for Reserve forces to play
not just because they offer the chance to bring in people who
wouldn’t necessarily serve otherwise, but because you want the
people who work at Apple, and Microsoft, at whatever, you know,
startup tech company, you want the military to be able to address
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their skills. And particularly if—to be able to utilize their skills.
And particularly if you are talking about the Army and the Air
Force, you want them in the National Guard so that they can also
deal with state preparedness for cyber emergencies and events that
may occur, as well.

Mrs. Davis. If I may say, because I think you were pointing out
the fact that those Reserve forces and civilian have increased great-
ly, but that is part of the argument, that being specific about the
talents that people bring in that area, we actually—maybe we
should be increasing that a lot more.

Dr. BENSAHEL. I think it is important to bring in people who al-
ready have those skills. It is much harder to grow someone within
the military force structure to do that than to bring in people with
the outside expertise.

The CHAIRMAN. Thank you.

Mr. Brooks.

Mr. BROOKS. Thank you, Mr. Chairman.

The Budget Control Act passed in 2011. It held the sequestration
provisions in it that have done such damage to national defense.
For emphasis, I am one of those that heeded the warnings and
voted against the Budget Control Act.

We were advised—the House Armed Services Committee in
2011—that if sequestration played out through the full 10-year pe-
riod, after everything was said and done our military would have
the smallest number of men and women in uniform since before
World War II, Great Depression era numbers; the smallest number
of operational naval vessels since roughly World War I; and the
smallest number of operational aircraft in the history of the United
States Air Force. That’s 312 years ago.

Today, do you have a judgment as to whether those projections
are holding up, or they were exaggerations, or underestimates?

Mr. CrOTTY. My first reaction is, actually, I think we are getting
there even faster than some would have guessed at that time. You
know, we already had a Navy and an Air Force that were shrink-
ing as budgets were growing.

I believe the Air Force is now trying to rebound from hitting
their lowest point since their creation after World War II this year.
The Navy force structure that we have projected even in the Presi-
dent’s budget level, not even the BCA level, is bringing us far
below where we have traditionally been as a Navy.

And it is both the size and efficacy of those forces. We have
shrunk them, but they also have the oldest equipment that they
have had, especially in the Air Force, as sort of an average age of
inventory, and they are getting less time to fly, steam, drive, and
train and exercise.

So I think we have already seen a lot of those impacts probably
faster than we would have expected.

Mr. HARRISON. And I could add one thing. Fully agree, we are
rapidly shrinking the force, I think faster than many of us even ex-
pected. I think even when we were running this exercise I think
we thought that our cuts might have been too rapid, and yet it
seems to be the track that we are on.

A caution I would offer is while, you know, for many types of
threats and many types of contingencies the size and the capacity
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of the force matters and the number of platforms matters, in other
contingencies, other situations, it is the capabilities that those plat-
forms have that actually may be more important. So while we do
see that our ship count in the Navy, just if you take an example,
is far below where it was in the 1980s, it is a different mix of ships
with different capabilities.

The same is true of the Air Force. Much smaller number of plat-
forms, but I would argue that the platforms are a lot more capable.

So it is a very complicated question when you are looking at the
size and capacity of the force. You have to also take into account,
what are the capabilities of that force? What can it actually do?

And that—I think that is a key role of this committee is pro-
viding oversight to make sure that we have got the right set and
the right mix of capabilities and capacity in the future.

Mr. BROOKS. Is it fair to say at the same time that our potential
geopolitical foes’ platforms or weapons systems are also being up-
graded?

Mr. DONNELLY. Or just changed.

The other thing that I would say about our forces is they are
really remarkably less ready. So it is not just a question of how ca-
pable they are, how many of them there are, but how many of them
are prepared to go into harm’s way on short notice.

The chiefs recently testified that, because of the little squirt of
money they got in the Ryan-Murray deal, the Air Force got up to
50 percent of its combat fleet being ready. The Chief of Staff of the
Army reported a third of its brigade combat teams were ready.
That was the high watermark of recent years.

So if you ask, “How many units can we send to respond to a cri-
sis who have all their gear, well-trained, all their people, and are
ready to go,” that is a small slice of a shrinking pie, an aging, you
know, pie with aging equipment, et cetera, et cetera. So if you are
looking at outputs rather than inputs, I think that is the sort of
metrics that really frighten me much more either than capacity or
capability.

Mr. THOMAS. China has had double-digit increases in its defense
spending for 24 of the last 25 years. That is a situation that we
can’t imagine, sitting in this room, for ourselves. And over time,
those—just looking at those trajectories, this just presents a far
greater problem for us as we look out a decade or more.

Mr. BROOKS. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you.

Ms. Stefanik.

Ms. STEFANIK. Thank you, Mr. Chairman.

And thank you, to all the witnesses, for the excellent testimony
today.

My question—and I hope in this question I bring generational
perspective—I was a senior in high school when 9/11 happened,
and in our world today, at no point in my lifetime did we have
more hotspots and chaos than we do when we open the news-
papers. I find that much of our discussion in Congress, unfortu-
nately, focuses on the impact of the sequester with a snapshot of
the present time.

My challenge to you is, what is the snapshot of the future for my
generation that is going to inherit the negative implications of the
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sequester if we do not change the trajectory? I would like to hear
what that snapshot is 10, 20 years in the future, how it affects the
free flow of goods and services around the world, the tough choices
our military is going to have to make, and whether we will be able
to support our allies.

Mr. CroTTY. I Will just take a quick comment to that. You know,
I think that the worst case scenario is a continuation of actually
some of what we have seen this year, which is the freedom of re-
gional actors to start to take things into their own hands without
fear of repercussion, which I think is sort of the harbinger of a
breakdown of sort of the international order.

When we reach a point where, you know, we see all of these hot-
spots, the concept of regional actors being able to physically take
territory—I mean, the last time there was an annexation of land
was Kuwait, and before that it was back in the 1960s. I mean, this
is sort of relatively unprecedented in the current time.

And so if that is what the worst case scenario looks like, I think
the hotspots only sort of exponentially grow.

Mr. THOMAS. Really since World War II we have taken for grant-
ed the international set of rules that everyone plays by, which are
really underpinned by American defense capabilities. And as we
look out over the next couple decades, I think it is likely that we
are not only going to have challenges to that global set of rules, but
in fact, there are a number of revisionist states, whether it is Rus-
sia and Europe in the Caucasus or Iran in the Middle East, par-
ticularly if it acquires a nuclear weapon, or China in East Asia,
that are going to impose new rule sets, at least regionally, and over
time globally.

Mr. DONNELLY. Suppose a couple years from now you are voting
on an authorization of force requested by the President in whatever
scenario you can imagine, and you thought as a member of the
committee that you were going to send people into harm’s way who
might not win, and that more of them would die than you felt com-
fortable with. That is not something that anybody since 9/11 or
since the end of the Cold War has had to take into account. When
we have gone to war we have gone to war with the expectation of
victory and at a particularly low cost.

So as you look forward to your long and no doubt distinguished
career, that is the kind of proposition that you may have to wrap
your head around.

Ms. STEFANIK. Mr. Donnelly, I want to follow up on that.

My second question, I have the distinct honor of representing
Fort Drum, which is home of the historic 10th Mountain Division,
the most deployed unit in the U.S. Army since 9/11. And my basic
question—and I want you all on record—as we focus on the nega-
tive consequences of these devastating defense cuts, are our sol-
diers’ lives at risk today and tomorrow?

Mr. DONNELLY. Yes. I mean, and again, more so. War is a dan-
gerous business. All kinds of—you know, training is a dangerous
business.

You know, we ask people in uniform to take these kinds of risks,
but we also think that our responsibility is to send them out there
with the prospect of victory, and a prospect of coming home in one
piece and living a decent life when they are not deployed.
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Mr. THOMAS. Yes. I mean, a force that is not adequately trained
and adequately equipped is going to be at far greater risk, and this
is a real danger with the Budget Control Act and the imposition
of the caps.

Mr. CrorTY. Yes. And I would add that we have talked a lot
about the impact of sequester-level budgets, which is, as distinct
from sequestration, the mechanism itself—you know, we talk about
how bad sequester-level, BCA-level budgets are. I actually think
the impact of sequester, particularly on those readiness questions
and training, is even worse. So I would just highlight that in the
future as we see where this budget goes this year.

Dr. BENSAHEL. Yes. The cuts to readiness undoubtedly increase
the risks that our military personnel will face.

Mr. HARRISON. The one thing I would just add is not only is it
the amount of budget reductions that play—increases this risk.
That would only be compounded by a failure to make strategic
choices, because I think the way we spend our defense dollars is
just as important as how many dollars we have to spend.

Ms. STEFANIK. Absolutely. And as we seek to educate our col-
leagues of the importance of replacing this sequester and not gut-
ting our Nation’s military, it is more than dollar signs. This is
about our soldiers’ lives at risk and brave young men and women
who serve in our military.

I yield back.

The CHAIRMAN. Thank the gentlelady.

Mr. Knight.

Mr. KNIGHT. Thank you, Mr. Chair.

And I would like to say that I appreciate these briefings. They
are very helpful, especially to the freshmen that are learning quite
a bit, and we are getting into this process. Maybe we have come
from somewhere where we have got a little bit of knowledge about
this, but the whole budget process is quite a bit.

I want to talk about two things real quickly. One is in a time
where we are deploying one-to-one in many of our cases—I know
the Marines as a whole are about one-to-five-to-one right now. It
is very difficult, and it is very difficult to maintain a force.

Some of the force wants to be deployed, but when you start get-
ting into one-to-one or 1.5-to-one, you start diminishing your force
ancll diminishing what—well, what they are capable of, quite hon-
estly.

How much should we worry about that? How much should we
worry about many of these divisions going out at such a high rate?

And then secondly—and you can take these as a bunch; this is
a totally different subject, but let me talk about the F—35 program.
The F-16 has been out IOCs [initial operational capability] for
about 36 years; the F—15 for about 43 years. We are going to have
those two aircraft, those two fourth-generation fighters, for prob-
ably another 20 to 25 years in some capacity in the U.S. Air Force.

At what point to we say the F-35 program is a leap ahead in
technology that we just can’t skip? You can’t take two bites of the
apple, in other words. You have to do that technology jump right
now.

In other words, if you don’t do it in 10 or 15 years, if you try and
take the next step it is going to be hugely costly and we won’t be
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able to afford it at that point, so the Joint Strike Fighter [JSF]
makes sense. And maybe we can run down the road on that.

Mr. HARRISON. I would just start by saying in this exercise, no
one actually cancelled the JSF program. Three of the four teams
did reduce the quantity that we are buying, but I will let them ex-
plain their rationales.

Dr. BENSAHEL. On both your questions, first, the rotation de-
mand, the one-to-one and one-to-two and one-to-three that we have
seen should no longer be the rotation requirements of the future
now that we are not sourcing two large-scale ground wars in Iraq
and Afghanistan, so those numbers are naturally going to come
down. So the way that we have looked at rotation policies in the
past, the way even that the services have thought about staffing
themselves and modeling what units are ready to go is all going
to be changing because we will no longer have that kind of rotation
demand on our largest forces.

The caveat to that is special operations forces and other special-
ized capabilities will continue to deploy at those rapid rates be-
cause that is where the demand is, and so there does need to be
some caution there. But those larger problems I think will natu-
rally reduce themselves because of—we are going to be having
fewer people deployed overseas.

Second, on the F-35, exactly as was just said, I think the ques-
tion is not whether we should have the F-35, but how many. I
would make an argument that the leap ahead is not to the F-35.
The F-35 is important, but it is a linear continuation of the succes-
sion of fighters that we have had.

The real leap-ahead technology is into unmanned, and there are
very, very good reasons that the Air Force in particular should be
exploring that. And I would argue for not investing additional
funds in the F-35 as the leap ahead, but taking any harvested sav-
ings and investing that in the future of unmanned technology,
which will be a truly bad capability.

Mr. CROTTY. On the first question, I would say that one of the
things we do have to keep in mind is that while we are coming,
you know, sort of having a changing of our structure of rotating,
I think that there is also greater demand on forward deployment
worldwide, and that is something we will have to keep in mind and
keep an eye on, especially with any changes to capacity. I think
that is one of the big issues. You know, we need to be places to
reassure, to have presence, to engage with allies, which I think is
critical today.

As far as the F-35, I think one of the undersold advantages that
it provides is as the sort of network node that actually makes
everything around it better. And then, in fact, that is sort of the
multiplication, to me, that it brings to the table is actually taking
the fighters that we are going to have for another 20 years, and
when you start working them together it actually vastly increases
their capability, their survivability. And I think that is something
that we can’t sort of wait on.

Mr. THOMAS. To your first question, undoubtedly if we are going
to have a smaller force we have to change what we are doing. We
can’t have unsustainable OPTEMPO [operations tempo], PERS-
TEMPO [personnel tempo], where you have one-to-one rotations.
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But that is going to drive you in one of two directions. Either you
are just not going to be overseas because you are just not—you
don’t have the rotation base if you continue business as usual.

The other alternative as a smaller force means we are going to
have to be more forward stationed, and I think that probably is the
right answer. And it is the right answer not only because we are
a smaller force, but it is the right answer because the environ-
ments in which we are going to operate are going to be far more
contested, and our ability in a crisis or in a conflict to simply flow
C-17s and commercial aircraft into a theater or drop off ships in
that theater with troops is just not going to be realistic.

On the F-35 point, I would just echo Ryan’s comments on how
we think about the F-35. It is more than just a fifth-generation
fighter aircraft; it is a node and a network.

And in particular, I would highlight the incredible capabilities of
the advanced electronically scanned array, the AESA radar, which
not only is a sensor, but it also is a potential weapon in the future.
lS)(i I think we have to kind of change how we think about this capa-

ility.

That said, we are going to have to look at what the capacity of
that force is going to be.
| er. DONNELLY. I will be quick because there is not much time

eft.

Anybody who tells you we will never get another large-scale land
campaign in the Middle East, you should go have a little lie-down
and, you know, wait till it passes. Nobody ever wanted to do these
things in the first place, but there is a logic there that is pretty
compelling. If you do care about the balance of power in the Middle
East, this is going to keep coming back up.

The points that people have made about the F-35 being some-
thing fundamentally different than a fancier version of the F-16
are right on point. I would offer that it is not really a fighter; it
is more like an armed scout. It can go and protect itself and find
targets for other things to kill.

Mr. KNIGHT. Thank you, Mr. Chair.

The CHAIRMAN. Time of the gentleman is expired.

Let me see if you all are comfortable in answering how much we
should spend this year on defense. Given everything you know
about the work that your organizations have done, the exercise we
have been talking about—and just for reference, using the 050
numbers, we are at $521 billion this year; under the BCA caps it
is $523 billion; the President’s budget request is $561 billion.

I am not trying to influence you, but yesterday General Dempsey
told us that $561 was the lower ragged edge of how much spending
it would take to defend the country.

So, based on everything that you have done and everything you
know, let me just see if—and if you don’t feel comfortable I under-
stand, but do you have a number for fiscal year 2016 that you
think would be an appropriate amount to spend for defense?

Mr. Harrison.

Mr. HARRISON. Well, being from a think tank, I will start with
my caveats. If you—what do you want the military to do is the
strategy that is laid out in the 2012 Defense Strategic Guidance
and updated in the 2014 QDR [Quadrennial Defense Review], if
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that is what you want our military to do then I think—and the
other caveat, if you are willing to accept many of the cost savings
proposals that DOD has included with their budget, which do in-
clude some compensation reform proposals—if you are willing to
accept that and cross your finger that some efficiency initiatives ac-
tually come true, then I think their number of $561 billion for the
total national defense budget is probably about right.

Dr. BENSAHEL. His caveats were my caveats. I think that the key
question is what savings do you harvest in other parts of the de-
fense budget and the assumptions that go into that.

But if you make those assumptions, I think that that is a reason-
able number to be considering. But I don’t have a lot of optimism
that a lot of those caveats will hold.

The CHAIRMAN. And your reason for saying that is if we gain effi-
ciencies or savings in parts of the budget, those savings and effi-
ciencies need to stay within the defense budget, right?

Dr. BENSAHEL. Yes, that is part of it. It is also—and you will
know this far better than we do—it is very, very difficult to achieve
current-year savings by looking at efficiencies on the kind of re-
forms we are talking about; you do need to have a much longer per-
spective.

The CHAIRMAN. Yes. Okay.

Mr. CroTTY. I agree. I do think, obviously, Chairman Dempsey
going with the ragged edge at $561, it is hard to refute that. And
the—sort of the rumor has always been that, you know, that they
tried to come in significantly higher.

You know, I think that having some pressure on making sure
that internal reforms do happen and there is some rationalizing of
say civilian and contractor forces, as the force changes, you know,
there needs to be some downward pressure. But I am concerned
about some of the risk is all in the other direction. The risk is in
the money we are trying to bring back in from OCO [Overseas Con-
tingency Operations] that—in the war funding, that really is now
just about how we live day-to-day. It is part of what the military
is doing.

So between that, the past efficiencies, and assumed future effi-
ciencies, the $561 starts to jump to $580, $590 really quickly when
you start thinking about exactly what it is we think we are paying
for and need to pay for.

Mr. THOMAS. Just to underscore, we really need reform, because
the reforms are not just about treating the President’s request as
a floor for this year and saying, “If we don’t get the reforms you
potentially need more,” but it is the long-term savings. And if we
don’t start placing—putting these reforms in place, we have this
problem year after year. And at the same time, if we do put the
reforms in place, we get those accumulated savings sooner rather
than later.

Mr. DONNELLY. I would fall back on the report of the National
Defense Panel, for which I worked as a scribe and so I got to see
the members wrestling with this question. And their answer was
to say we needed to go back to the 2011 budget—the last Gates
budget, as it is commonly referred to, which was the last time prior
to the BCA that the Department was allowed to do anything like
budget building that was based on a strategy.
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And I think their observation was that the BCA has fundamen-
tally changed everything since then, including the National Mili-
tary Strategy, as reflected in the Defense Guidance.

So the question is how reasonably fast can we get back to that
Gates ramp? So based on where we are and what that Gates num-
ber is, something in the $560 to $570 range is probably as much
money as the Department can reasonably digest, even if you want-
ed to get back to Gates, say, by 2018 or something like that.

The CHAIRMAN. I don’t remember the exact number for this year
for Gates, but it is in the—I think $580s or something like that
would be what it would be, so— I'm sorry?

STAFF. 638——

The CHAIRMAN. $638 billion. Sorry. It is always good to have a
budget person on your right shoulder to remind you what the real
numbers are.

Last comment I would make: I appreciate what a number of you,
including Mr. Thomas at the end, said about reform. My only point
to you is it is not just about saving money; reform is necessary for
the agility we have to have in a very volatile, uncertain world. And
so there are two goals of this reform, and we need to keep them
both in mind.

But you all have done a terrific job of fielding our questions and
also some of our frustrations today. I appreciate it very much. And
as I said at the beginning, I really appreciate all of the work that
your organizations do to contribute to our national dialogue and de-
cisionmaking on defense.

So thanks for being here, and please keep up the good work. I
know I and other members of the committee depend on the work
y’all do to help inform and educate us.

And with that, the hearing stands adjourned.

[Whereupon, at 12:20 p.m., the committee was adjourned.]
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STATEMENT BEFORE THE HOUSE ARMED SERVICES COMMITTEE
"JOINT THINK TANK STRATEGIC CHOICES EXERCISE"

By Todd Harrison
Senior Fellow, Defense Budget Studies
Center for Strategic and Budgetary Assessments

Chairman Thornberry. Ranking Member Smith, and Members of the Committee, T want
to begin by thanking you for the opportunity to testify today. Approximately one year ago
CSBA convened a group of scholars from four think tanks, represented here today on this
panel, and asked them to develop alternative approaches to rebalance DoD's budget and
capabilities in light of projected security challenges and fiscal constraints. The purpose of
this exercise was to foster a greater appreciation for the difficult strategic choices
imposed by the Budget Control Act 0f 2011,

The ground rules of the exercise were that each team could vary its defense strategy as it
saw fit, using the 2012 Defense Strategic Guidance as a starting point. The teams used
their own expertise to assess of the future security environment and associated risks, and
they were free to modify and reprioritize roles and missions for the military accordingly.
Based on these assessments of future threats, the teams were asked to prioritize the
capabilities and capacity required in the military for the next ten years and beyond.

The teams then used an online tool created by CSBA to implement their strategy and
capability choices. CSBA’s Strategic Choices Tool allows users to quickly add and cut
items from the current program of record using more than 800 pre-costed options. The
tool allows them see the resulting budget and force structure impacts in real time. The
tool does not assess risk or make judgments as to the sufficiency or wisdom of one’s
choices—such subjective assessments are better left to the experts.

Each of the teams was asked to rebalance the DoD budget over ten years, spanning FY
2015 to FY 2024, under two sets of budget constraints. The first set of constraints used
the BCA budget caps currently in effect, and the second set used a slightly higher level of
funding roughly consistent with the President’s FY 15 request. All adds and cuts were
made relative to the PB14 baseline. This meant that if something was already funded in
PB14, it could be cut. If something was not included in the PB14 baseline, then it could
not be cut but it could be added.
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Allowing teams to vary their strategies and using two sets of budget constraints for each
team allowed us to discern which choices were budget-driven and which were strategy-
driven. For example, each of the teams made different choices with respect to Marine
Corps force structure, which suggests that these choices were dependent on the teams’
strategies. In other instances, such as the decision to retire active component A-10s, all of
the teams made the same choice, which suggests this decision may be independent of
strategy—at least within the range of strategies pursued by these four teams.

We also looked for instances when individual teams made different choices under the two
levels of budget constraints. For example, all of the teams made cuts to readiness funding
under the full BCA budget constraints, but when the budget constraints were loosened
they changed their readiness cuts. This suggests that cuts to readiness funding were
budget-driven. Conversely, we found that each tcam made roughly the same cuts to
personnel levels—particularly civilian and support contractors—in the two budget
scenarios, which suggests that these personnel cuts were not budget-driven.

Much has changed in the security environment since this exercise was conducted a year
ago, but the long-term fiscal constraints of the BCA remain the same. While budget
constraints can force budget-driven decisions, we have found over the course of
conducting dozens of strategic choices exercises like this one that budget constraints can
also help force more explicit prioritization of capabilities. Despite the budget constraints
imposed, all of the teams chose to make substantial investments in new capabilities—
even though these investments required them to make larger offsetting cuts in other areas.
For example, all of the teams increased spending on space, cyber, and communications
capabilities. This suggests that the teams felt DoD)’s existing plans do not adequately
address the challenges the military is likely to face in this area.

What our exercise helps illuminate—and what my colleagues will speak to in their
testimony——are the core capabilities the military must protect, and, in some cases,
increase investments in regardless of the budgetary constraints imposed. To quote the late
RAND strategist Bernard Brodie, writing in a similar period of budget reductions and
strategic change following the end of the Korean War, “We do not have and probably
never will have enough money to buy all the things we could effectively use for our
defense. The choices we have to make would be difficult and painful even if our military
budget were twice what it is today. The fact that we are dealing with a lesser sum only
makes the choices harder and more painful.”

About the Center for Strategic and Budgetary Assessments

The Center for Strategic and Budgetary Assessments (CSBA) is an independent, nonpartisan policy research
institute established to promote innovative thinking and debate about national security strategy and
investment options. CSBA’s goal is to enable policymakers to make informed decisions on matters of
strategy. security policy and resource atlocation. CSBA provides timely, impartial and insightful analyses to
senior decision makers in the executive and legislative branches, as well as to the media and the broader
national security community. CSBA encourages thoughtful participation in the development of nationat
security strategy and policy, and in the allocation of scarce human and capital resources. CSBA’s analysis
and outreach focus on key questions related to existing and emerging threats to US national security. Meeting
these chall will require transforming the national security establishment, and we are devoted to helping
achieve this end.
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publications on trends in the overall defense budget, defense acquisitions, the defense industrial
base, military personnel costs, military readiness, and the cost of the wars in Iraq, and
Afghanistan. He frequently contributes to print and broadcast media and has appeared on CNBC,
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Department of Defense, assessing challenges to modernization initiatives and evaluating the
performance of acquisition programs. He previously worked in the aerospace industry
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Force Reserves.

Mr. Harrison is a graduate of the Massachusetts Institute of Technology with both a B.S. and an
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experience with a strong background in systems analysis to lead the Budget Studies program for
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Hearing on The FY16 Budget Request: A View From Outside Experts: “Alternative
Budgets and Strategic Choices”
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Chairman Thornberry, Ranking Member Smith, and distinguished members of the
committee, thank you for inviting me to testify before you today. This hearing on
strategic choices for the defense budget is very timely, since last week was an important
week for national security and defense matters: on Monday, President Obama submitted
his budget request; on Wednesday, Secretary of Detfense-Designate Ashton Carter
discussed that budget during his confirmation hearings; and on Friday, the White House
released the long-awaited 2015 National Security Strategy. The unusual convergence of
these important events offers a good opportunity to examine whether the strategic
principles of U.S. defense policy and the resources being allocated to them are correctly
aligned with each other.

This hearing examines the results of a strategic choices exercise conducted by the Center
for Strategic and Budgetary Assessments (CSBA) last January. Although the results are a
year old, they continue to have direct relevance for the 114™ Congress in evatuating the
tradeofs of the defense budget request for Fiscal Year (FY) 2016. Those of us who
participated in this exercise worked very hard to think through the strategic choices
required given the immutable realities of the budget caps and the demands of the global
environment, and I believe that our choices would be very much the same if we ran the
exercise again today. Those choices, and the logic behind them, can help guide your
efforts as you evaluate how to make the tough budgetary choices required to deliver the
defense the nation needs.

The CSBA Strategic Choices Exercise

In January 2014, Todd Harrison of the Center for Strategic and Budgetary Assessments
invited four think tanks to send teams to participate in a strategic choices exercise about
the future defense budget, including the Center for a New American Security (CNAS).
At the time, I served as the co-director of the Responsible Defense Program at CNAS,
alongside Lt. General David Barno, USA (Ret.).! General Barno and I were chosen as
the CNAS team for this exercise, which took place later that month.

! General Barno and I both left CNAS in January 2015; we are now affiliated with the School of
International Service at American University,
% According to the just-released Nationa! Security Strategy, “Over the next 5 years, nearly half of all growth
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Mr. Harrison will provide detailed information about the details of the exercise in his
testimony to the committee today, so I will simply note its most important elements. It
covered a 10-year period, in two five-year chunks - the first Future Year Defense
Program (FYDP), from FY 2016 to FY 2020, and the second FYDP, from FY 2021 to FY
2026. CSBA’s online budget tool used the president’s FY 2015 defense budget request
as the baseline, so all spending increases and cut were relative to those numbers. The
exercise consisted of two different budget scenarios: one where the full spending caps
contained in the 2011 Budget Control Act (BCA) remained in effect, and a second
scenario where the BCA caps had been modified to half of their original amount.

Our Team’s Guiding Principles

The first step of the exercise involved identifying the strategic principles that would
guide our budget choices. Our core strategic assumption was that the United States will
remain a global power with global responsibitities for the next decade and beyond. The
complex and unpredictable nature of international security environment will require the
United States to protect and defend its national interests and the key principles of an open
and free international order ~ such as maintaining freedom of access to the global
commons.

We also assumed that the principles of the 2012 Detense Strategic Guidance, as
reaffirmed by the 2014 Quadrennial Defense Review, would continue to guide U.S.
national security policy into the future. Absent a major attack on the United States or
other event that fundamentally changes U.S. threat perceptions and public support for
large-scale military operations, we believe that President Obama and his successor —
regardless of political party — are likely to prioritize U.S. interests in the same general
way. Asia’s importance to the United States will continue to grow, driven largely by the
expanding web of interdependent economic interests” as well as growing security
competition and the potential for conflict. The United States will remain heavily engaged
in the Middle East, especially given the threat posed by ISIS, but will prefer to address
these security challenges by using a combination of special operations forces, military
trainers and advisors, and other specialized capabilities rather than conducting major
conventional military operations with large-scale ground forces. The U.S. military will
not be sized to conduct large, extended stability operations, given the lack of public
support for these missions as well as the prohibitive personnel costs that this sizing
criteria would impose. Other regions of the world, including Africa, Latin America, and
Europe,’ will be lower priorities for military engagement.

? According to the just-released National Security Strategy, “Over the next 5 years, nearly half of all growth
outside the United States is expected to come from Asia.” The White House, National Security Strategy,
February 2015, 24,

3 'We conducted the budget exercise in late January 2014, before the Russian intervention in Ukraine and its
annexation of Crimea. Europe is clearly now a higher strategic priority than it was then, and the United
States has already increased its military support to some of the eastern NATO allies and may reconsider
some of its force posture decisions. Nevertheless, the strategic choices we made during the exercise would
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Based on these guidelines, we identified two strategic principles that guided our team’s
choices during the exercise. First, we would take more risk in the short to medium
term in order to reduce risk in the long term. This was a difficult but necessary risk
tradeot, since the exercise required us to work within the budget caps imposed by the
BCA. The fundamental choice in any strategy is where to assign risk, given finite
resources and the impossibility of accurately predicting the future. The United States will
certainly face many unanticipated security challenges and threats in the next three to five
years as hybrid warfare proliferates. Some of those already require the use of U.S.
military force — such as the ongoing operations against ISIS — and others undoubtedly
will in the future. But the BCA requires lower defense budgets in the earlier years of this
10-year period than the later ones. We judged that the United States is not likely to face a
compelling adversary with high-end military capabilities during these earlier years.

That assessment led to our second principle: we would prioritize investments in
advanced military capabilities, especially emphasizing research and development in
the first few years. Since such capabilities require very long lead times, failing to make
those investments today could limit the U.S. military ability to defeat potential high-end
adversaries in the long term — the middle of the 2020s and beyond. While the likelihood
of facing such an adversary remains unclear, being unprepared for that possibility would
be extremely dangerous. Given the rapid pace of technological change, we concluded
that DOD must also avoid locking itself into current generations of technology and
improve its ability to find, develop, and field new technologies quickly and etfectively.

Scenario 1: Strategic Choices Under The Full BCA Budget Caps

The First FYDP: 2015-2020

The budget exercise quickly made clear that it was virtually impossible to meet the
budget caps during the first few years of sequestration without cutting civilian and
military personnel, readiness, or both. Personnel and readiness consume so much of
the defense budget that we were simply unable to stay within the budget caps by solely
cutting procurement, force structure, armaments, and basing. People and force readiness
had to be sacrificed in order to stay within the budget caps.

We chose first to cut the number of civilians employed by the Department of Defense
(DOD) and the military services by one-third — the maximum allowed by the exercise.
Between 2001 and 2012, the number of DOD civilians grew by five times as much as the
number of active duty military personnel (17 percent vs. 3.4 percent), and their pay and
benefits accounts for $74 billion of the annual defense budget.* It not clear why so many

not have been significantly different had Europe been a higher priority — especially since many of our
choices were driven by the high costs of military personnel, as discussed below.

* See the bipartistan letter to Congress on defense reform, which was signed by individuaals from 10
different think tanks (including this witness), Fune 3, 2013, available at
https://www.aei.org/publication/consensus-on-defense-reforms/.
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additional civilians were needed during major combat operations in Iraq and Afghanistan;
it makes even less sense to maintain those disproportionately high numbers, and those
high costs, now that those operations are over and the defense budget is shrinking. In our
view, military combat forces ~ the sharp end of DOD’s spear - needed to be preserved
even at the cost of deeply slashing civilian staff and overhead. By cutting the number of
DOD civilians by one-third, the CSBA budget tool estimated that we saved more than
$13 billion dollars a year for each of the 10 years in the exercise. Similarly, we cut the
number of DOD service support contractors by one-third (also the maximum allowed
amount by the exercise), which generated an additional $9 billion in savings.

Yet we also were driven to reduce the active duty and reserve end strength of all four
military services. We cut active duty end strength by a total of 127,000 personnel, which
saved almost $7 billion a year. The largest cut came from the Army, which we cut from
490,000 to 420,000, partially reflecting our strategic decision to assume risk in the first
few years as well as the fact that the personnel are the Army’s single largest expense by
far. We also cut reserve forces in every service and the Army and Air Force National
Guard, though the savings was far less (reflecting their part-time status). Again, we
found that painful cuts to personnel of all varieties — uniformed, DOD civilian and
contractors — were required in order to meet the budget caps numbers in the timeframe
required.

Operations and maintenance costs constitute the second-largest chunk of the defense
budget, after personnel, and much of that goes to training and readiness. We strongly
resisted cutting these funds, since we believe that the United States has a responsibility to
prepare its military forces as thoroughly as possible for the missions they are asked to
conduct. Sending untrained or inadequately prepared forces into combat is dangerous
and irresponsible. Yet sequestration forced us to make the same difficult choice that the
services have made in recent years — training and readiness are expensive, and it is
extremely difficult to stay within the budget caps without making some cuts to these
funds. We did so as sparingly as possible, but still reduced readiness for all of the
services except the Marine Corps.

We also cut air, sea, and land capabilities,” and force structure from all of the services.
We made significant cuts to the F-35 program, since its hefty price tag crowds out many
other investments across the force. We shrank the planned buy of all three F-35 variants,
though we cut more F-35As (the variant used by the Air Force) than F-35Bs and F-35Cs
(used by the Marine Corps and Navy respectively). We eliminated all Navy cruisers, one
carrier air wing, and several destroyers and some Littoral Combat Ships (L.CS). We cut
two active armored Brigade Combat Teams (BCTs) and three active infantry BCTs, as
well as five Marine Corps battalions (two artillery, three infantry, and one tank). We cut
both active and reserve civil affairs units, and bought fewer MC-130Js for special

? The budget tool grouped capabilities into these three domains, instead of by service. We found this to be
one of the most interesting aspects of the exercise; since we had to decide whether to increase or decrease
spending for more than 800 individual options available, it was impossible to track how our changes
affected individual services. We did not see how our choices broke down by service until the exercise was
complete and we were briefed on the results.
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operations forces (SOF). In many cases, these force structure cuts reflected the end
strength cuts discussed above; it makes little sense to maintain force structure without the
personnel to fill the units.

The exercise only gave us one option to reduce excess infrastructure: a “clean kill” Base
Realignment and Closure (BRAC), where any savings would have to be realized within a
five-year period. This option was designed to avoid the problems that plagued the 2005
BRAC, whose ultimate savings was 72 percent lower than initially estimated.® Reducing
excess infrastructure would have been one of our highest priorities if the tool had
included more options to do so. The Army estimates that it has 18 percent excess
capacity, costing more than $500 million a year, and the Air Force estimates that it that it
has 20 percent excess capacity.7 It is unconscionable to require these services to
continue spending money on facilities that they do not need while the budget caps
require them to cut end strength, training, and readiness — which puts American
troops at unneeded risk.

The budget cuts required by the BCA left very few dollars available for increased
investments. Nevertheless, we increased spending in a few selected areas by limited
amounts — even though any money that we added had to be accompanied by an
equivalent cut somewhere else in order to stay within the budget caps. In accordance
with our strategy, we made small additional investments in science and technology; cyber
offense and defense; new F-15 Sirike Eagles and F-16 E/F Block 60 (partly to offset the
cuts to the F-35A); and unmanned intelligence, surveillance, and reconnaissance.

The Second FYDP: 2021-2025

Once we submitted our budget choices for the tirst FYDP, we then had to prepare a
budget for the second FYDP. However, the online budget tool captured all the
downstream savings from our earlier choices. Most notably, the large end strength cuts
we made in the first FYDP saved so much money in the second FYDP that we were able
to restore an additional 30,000 active Army personnel (for a total end strength of
450,000) and the force structure to effectively utilize them. We then restored the cuts we
had made during the first FYDP to destroyers, LCS, long-range strike platforms, and
aerial tankers. We also made greater investments in science and technology funding

1 2012, the Government Accountability Office estimated that the net present value of the BRAC was
$9.9 billion, which is 72 percent less than the 2005 estimate of $35.6 billion. Government Accountability
Office, Military Base Realigments and Closures: Updated Costs and Savings Estimates from BRAC 20035,
GAO-12-709R, June 29, 2012, 4.

" The Navy has stated that it has already closed most of its excess facilities in previous BRAC rounds. See
Katherine G. Hammack, Assistant Secretary of the Army (Installations, Energy and Environment), <2014
Green Book: The costly consequences of excess Army infrastructure and overhead,” September 30, 2014;
Jim Garamone, “Readiness, Modernization in Flux, Air Force Secretary Says,” American Forces Press
Service, April 23, 2013; and Secretary of the Navy Ray Mabus, testimony to the House Appropriations
Defense Subcommittee, March 25, 2014,
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(especially research and development); space, cyber, and communications;® SOF
capabilities; and big-deck amphibious ships.

These reversals suggests that the budget caps are structured in a way that promotes

poor strategic choices: it wastes time, resources, and especially human capital to make
painful cuts to end strength and capabilities only to reverse them a few years later.

Scenario 2; Strategic Choices Under The Half BCA Budget Caps

The second scenario assumed that Congress passed legislation increasing the budget caps
to about half of the BCA amount. This enabled us to make far better choices about where
to allocate cuts and strategic investments — particularly during the second FYDP, when
the downstream savings once again gave us much more budget flexibility. The ability to
preserve critical military capabilities under these modified budget caps is very
significant.

In accordance with the strategic principles identified above, we invested most of the
additional funds available in this scenario into two key areas. First, we greatly increased
funding for space, cyber, and communications. We added $32.6 billion to this category in
the first FYDP and $101 billion in the second FYDP (compared to $1.3 billion and
respectively in the full sequestration scenario). Most of these funds were spent on
oftensive and defensive cyber capabilities, satellites, and communications technologies.

Second, we also boosted spending science and technology to $48.8 billion in the first
FYDP (compared to $14.5 billion in the full sequestration scenario). We invested most of
this additional money in basic research, applied research, and advanced technology
development, reflecting our view that DOD must avoid locking itself into current
technologies and must instead develop and field next-generation technologies wherever
possible. Interestingly, we spent less money on this category during the second FYDP
than we did in the full sequestration scenario ($32.4 billion compared to $43.9 billion).
That was largely because this scenario gave us enough additional funds to buy the
capabilities we wanted in the first FYDP, instead of having to delay them into the second
FYDP in order to meet the more stringent budget caps.

We only made two other notable changes. We restored modest amounts of ground force
structure — preserving two more active infantry BCTs in the first FYDP, and adding one
additional Guard or reserve armored BCT and one additional Marine artillery battalion in
the second FYDP. We also invested more in special operations forces, including an
additional Army special forces battalion in the first FYDP, and a wide range of
specialized SOF transport capabilities and additional language training in the second
FYDP. Almost all of our other budget choices remained the same as in the full
sequestration scenario.

5 Space, cyber, and communications constituted a single budget category in the exercise, though there were
many specific choices within each of these three categories.
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Implications for the FY 2016 Defense Budget

Exercises of this type have to simplify some extremely difficult real-world choices. The
800 choices available in the CSBA budget tool pale in comparison to the number of line
items in the defense budget each year. Nevertheless, the strategic choices exercise
succeeded at illuminating some of the biggest strategic choices and trade-offs facing
DOD as it continues to transition from 13 years of war into a new environment of
strategic uncertainty and budget constraints. We drew four important conclusions from
this exercise that should inform members of Congress as they assess the administration’s
defense budget request for Fiscal Year 2016 and the services’ annual posture statements.

1. DOD is not investing in the right things for the future. The exercise was not
simply a budget cutting drill about meeting the spending caps. Instead, all four
teams decided to rebalance the defense budget by reducing spending on many
current priorities and reinvesting the newly-freed funds into other parts of the
defense budget. Our team cut the planned defense budget by $716 billion over 10
years — far more than required for the spending caps — but added $384 billion in
new spending in the full BCA scenario, and added $509 billion in the half BCA
scenario.” This suggests that the planned DOD budget is overinvested in some
key areas and underinvested in others.

Even though each team selected different guiding principles and strategies, all
four teams independently chose to:

* Add investments in space, cyber, and communications

* Cut some non-stealthy fighter aircraft (and three of the four teams also cut
some stealthy fighters)

* Retire F/A-18C/Ds, A-10s and U-2s

* Cut some armored and infantry BCTs (from both the Active Component
and the National Guard)

e Cut some Marine tank battalions

* (Cut some Navy carriers and destroyers

*  Cut the number of DOD civilians and service support contractors

* Reduce military end strength

* Reduce readiness

2. BRAC is essential. A “clean kill” BRAC, as proposed in the exercise, offers
significant rapid savings and avoids many of the pitfalls of the 2005 BRAC effort.
Excess infrastructure is a cancer eating away at U.S. military capabilities and
reduces the nation’s essential warfighting strength due to the tradeofts it imposes.

® fn the full BCA scenario, the team from the American Enterprise Institute (AEI) cut $593 billion and
added $263 billion; the team from CSBA cut $683 billion and added $352 billion; and the team from the
Center for Strategic and International Studies (CSIS) cut $643 billion and added $311 billion. In the haif
BCA scenario, the AE] team cut $521 billion and added $322 billion; the CSBA team cut $609 billion and
added $410 billion; and the CSIS team cut $517 billion and added $318 billion.
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3. DOD must shed unneeded civilians and contractors. Since September 2001,
the number of DOD civilians and contractors has ballooned. Their numbers need
to be reduced before cutting active and reserve uniformed manpower. Deployable
fighting power must be protected and overhead and staffs — often densely
populated with civilians and contractors — must be slashed to save needed money
and restore balance to the force.

4. Military compensation must be reformed. This is a hard but necessary choice.
Pay, benefits and health care for the All Volunteer Force are eating an ever-larger
share of the defense budget. The recent Military Compensation and Retirement
Commission report gets offers good recommendations on how to do so while
grandfathering all currently serving members of the military, both active and
reserve. The commission estimates that its proposals would save $15 billion a
year. If we had been able to include such savings in the exercise (which did not
include an option for compensation reform), we would have reinvested those
saved funds in needed military capabilities, much as we did in the half BCA
scenario. Yet, cost savings is not the only reason to pursue these reforms. They
may also improve retention, by offering military personnel more flexible options
for the benefits that they care about the most, and by pushing the services to
pursue a broader talent management approach to the personnel system.'’

'” See Katherine Kidder, “How Should Miitary Leadership Respond to Cails for Compensation Reform?”
Task and Purpose blog, February 2, 2013, httpi//taskandpurpose.com/military-leadership-respond-calls-
compensation-reform/.
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Introduction

Chairman Thornberry, Ranking Member Smith, and distinguished members of this
committee thank you for the invitation to appear before you this afternoon. I would like
to note that, as a bipartisan think tank, CSIS as an institution does not take specific policy
positions. The views in my statement and in my comments this afternoon are entirely my
own,

The Strategic and Budgetary Environment

The United States finds itself in a challenging global security environment, facing diverse
and complex threats across a range of domains and regions. The strategy and budget
exercise that we are referencing here today took place almost exactly a year ago, and
already the world looks significantly different than it did then. Russia’s annexation of
Crimea and continued aggression in Ukraine, the rise of the Islamic State in Iraq and
Syria, and the continued expansion of global extremism, ranging from Boko Haram to
homegrown terrorism, are straining our ability to react to global events.

In revisiting the work of the four think tanks last winter, it is clear that this changing
security environment already stresses many of the choices made in this exercise. It
reinforces what my former colleague David Berteau said about this exercise when we
first publicly discussed it on the other side of the Capitol last February, that we found
ourselves forced into unacceptable choices with unacceptable risks.

This speaks directly to the challenge of sequestration-level budgets. U.S. security goals
have not been reduced since the 2012 Defense Strategic Guidance (DSG) and the
President’s 2013 budget request were developed, and yet, $120 billion has been cut from
that budget over the three years since, in addition to the $487 billion cut from the initial
Budget Control Act caps implemented in 2012. This questions whether, even today, the
2012 DSG and 2014 Quadrennial Defense Review strategy is adequately resourced. In
continuing to ask the military to do more with less, we have seen a shrinking of the
breathing space between demand and capacity, which limits the Pentagon’s ability to
react and adapt to new challenges.

Hard Choices are Already Being Made

While I will address the hard choices the CSIS team made in this exercise under
sequester-fevel funding, it is first important to recognize the hard choices already in
evidence. We are already seeing the outcomes of choices made by and forced upon the
Department of Defense over the past three vears. The four chiefs testified on the ongoing
impacts of these cuts two weeks ago in front of the Senate Armed Services Committee.
They testified on the impacts they are already experiencing in training, manning,
equipping and maintaining the force.

To date, the decisions already taken have simply bought time. With the force as currently
constituted, continued sequester-level funding would change the impacts the force is
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currently experiencing from holding patterns to entrenched problems. It will mean that
the services will no longer just be adding to maintenance backlogs, but will have to
accept that platforms will be more worn and less available as the new status quo.
Sequester funding levels would likely exacerbate growing inequalities within the force,
perpetuating “winners and losers™ for the best training and equipment. Readiness will
remain underfunded, opening up the potential that in a future conflict, units may be less
prepared for the fight at hand. The bow wave of programs that have been trimmed and
shifted right over the past few years will turn to even smaller buys and program
cancellations of the next generation of platforms and capabilities.

The U.S. military will remain the preeminent military in the world. Tt will still be a
military that in its totality is capable of projecting power, responding to crises, protecting
U.S. interests, and defending the homeland. However, sequestration-level budgets have
one clear cost, no matter what hard choices you make, no matter what strategy you
pursue, and that cost is flexibility. So far during these budget cuts, we have asked the
military to do more with less, and they have risen to the challenge. But this is not
sustainable over the long term. Continued budget cuts will force the country to decide
what we are no longer going to do. It must also be noted that the new National Security
Strategy does not provide a framework for addressing these hard choices.

The Approach of the CSIS Team to Sequester-level Budgets

In the study we conducted with my colleagues here at the table, the CSIS team worked to
tailor our cuts to the strategic priorities we identified. But I want to be clear, that many of
the cuts we made were primarily a function of the budget levels required by the exercise,

dictated by sequestration, and represented the least bad options available.

One thing to keep in mind is that the exercise we undertcok limited our ability pursue
management, acquisition, and compensation reforms. These are critical, because every
dollar saved is one that can be turned into more capability. I applaud this committee for
making acquisition reform a priority. But this exercise oversimplified the reality, because
its design assumed that all savings from DoD initiatives and efficiencies are in fact
realized, and DoD’s estimated costs will not increase. As we know, these assumptions are
much more tenuous in reality. So, any savings nof achieved through program cuts,
retirements, efficiencies, or other savings mechanisms therefore add to the amounts taken
out of training hours, maintenance requirements or capabilities developed and fielded. In
April 2014, Dr. Clark Murdock and I released a report on this subject called Building the
2021 Affordable Military, which enumerated the challenges posed by internal cost growth
in a drawdown environment,

In the alternative budget analysis conducted last year, the CSIS team assumed the
continuation of the 2012 Defense Strategic Guidance as a framework strategy, an
approach validated in its realism by the Department’s subsequent release of the 2014
Quadrennial Defense Review, which essentially echoed the 2012 guidance. We included
a central focus on homeland defense, which included a greater role for the Guard and
Reserve, a strong Asia-Pacific focus, centered on engagement, presence and reassurance,
as well as illustrative reliance on partners and allies and retaining counterterrorism
capabilities. We believe that a smaller, ready force is preferable to one with more force
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structure or more new programs but is less prepared to enter the fight in the near term.
Being prepared to fight the conflicts we face today is as necessary as being prepared to
fight the wars of the future.

In the Asia-Pacific, we focused on increased presence and engagement—needed
priorities to deter conflict, reassure allies, and build capability with partners. This
presence included increased deployed capability, including expanded intelligence,
surveillance and reconnaissance capability, undersea assets and significant investment in
U.S. access through refueling, logistics, communications, basing and forward stationing
agreements with partner and allies. In addition, we focused foreign military sales in the
region on complementary and under-represented capabilities to increase total partner and
allied capability and capacity.

There was no way to implement this strategy without risk, and the place the Defense
Strategic Guidance says to take risk first is in ground forces. These were hard cuts to
make, but given our guiding principles, we chose to assume that mobilization would be
used in the event of a major land war, and thus significantly cut the size of the active
Army. To hedge we made some decisions impacting the active/reserve mix, moving most
of the units we took out of the active force into the guard and reserves to buttress four
primary mission sets: homeland defense, humanitarian assistance and disaster recovery,
as a mobilization base for a major contingency operation, and as a rotation base for
forward presence and engagement. We sought to hedge for the reversibility of these cuts
with distinct plans for retaining more senior non-commissioned officers and junior field
grade officers in order to facilitate reconstitution of a larger ground force, and better
coordination between active and reserve forces to improve mobilization and effectiveness
operating together.

We focused the Marine Corps more on expeditionary and amphibious capabilities, as
they took cuts as well. We took the Navy down to an eight carrier force, with the caveat
of forward stationing one in the Pacific, to closely equate the amount of coverage we
currently get from a ten or eleven carrier force. We then invested in smaller
unconventional capabilities, including cheaper forward presence (like afloat forward
staging bases), and special operations forces and their infrastructure.

We invested in protected space assets, including SATCOM, where we saw growing near
term risk. We increased combat air patrols of current generation unmanned systems for
better ISR coverage and availability, We also invested in cyber offense and cyber
forensics as important parts of this new domain, although not in cyber defense. We
believe that this is more of a national imperative, requiring private sector and non-defense
public sector initiative, and more spending in DoD is only marginally vatuable without
commitment in those other sectors.

The takeaway for us was that, without question, sequestration forces you into choices you
would not otherwise make and that those choices will force you to stop doing things you
would otherwise do. Any strategy under these budget constraints that does not make hard
choices about what to stop doing will simply be stretched too thin to be considered viable.

The FY 2016 budget and Today’s Challenges
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As T wrote in a recent CSIS piece, the FY 2016 budget request offers the beginning of a
rebalance to the future. The budget constraints of the past three years have forced the
Pentagon to push research and development, programs, construction, and maintenance
bills into the future to accommodate near-term imperatives, disapproved efficiency
proposals, and the lagging nature of other savings initiatives (including endstrength cuts).
This year’s budget appears to focus on two things: 1) recovering from three years of
doing more while getting less; and, 2) rebalancing between the imperatives of responding
to high daily demands and preparing the force for the future.

The President’s FY 16 budget submission focuses on investment in a new generation of
systems, as well as the next generation of technologies. Pursuing a technology offset
strategy that focuses investments in potentially high pavoff science and technology and
platforms identified as critical to the next generation of warfare is crucial. But,
technology at the high end, while necessary, is insufficient.

These high-end technologies are critical for deterring and countering the least likely, but
most dangerous threats. However, their value may be limited beyond these scenarios,
with unclear advantage for use in counterterrorism or even grey area and hybrid warfare
threats that characterize a number of current security challenges. U.S. dominance at the
high end of conflict has driven adversaries to compete and challenge the U.S. at the
margins and below the high-end.

U.S. political and military structures are designed to deter and counter use of force by
nation states. Increasingly, the challenges are posed by non- or sub-state actors, or are
ambiguous in nature, designed specifically to mask responsibility or avoid eliciting an
unacceptable response. Given the specific desire to avoid war with the U.S., the actions
by these states are intended to prevent the use of these high-end platforms by avoiding
escalation. The adversaries at whom these high-end capabilities are targeted are engaged
in operations short of warfare.

We are seeing these patterns emerge in both Europe and the Asia-Pacific. Russia is using
psychological, financial, cyber, and political subversion in concert with irregular and
covert warfare tactics to create facts on the ground without crossing any “red lines” that
would evoke a military response from the U.S. and its allies. China is employing coercive
tactics, including paramilitary, economic, and cyber activities, to shift the status quo in its
favor, including contesting foreign activities within its exclusive economic zone,
expanding its air defense identitication zone, and occupying disputed areas.

While these provocations may not constitute an existential threat to the United States,
they do undermine U.S. credibility in protecting international order, and are the kind of
actions that could escalate to war, whether due to miscalculation of U.S. red lines or
escalatory reactions by partner and allied states that draw in the U.S. Credibility,
deterrence and low-intensity conflict are increasingly linked and pose new challenges to
U.S. strategy and priorities. The reality is that today’s security challenges require
capabilities for the full spectrum of operations.

Conclusion
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M. Chairman, Mr. Smith, Members of the Committee, the FY 2016 budget process will
be a critical one for national security. We are reaching a turning point where the
temporary impacts of sequester-level budgets are going to more permanently shape the
force we have going forward. The way the budget debate has played out since the BCA
has incentivized keeping force structure, building an acquisition bow wave, and deferring
decisions.

If sequester-level budgets are to be the future, then the Department of Defense, with the
help of this committee, needs to make decisions about what it is going to stop doing. That
is the only way to shape a future force that is still ready for the challenges that continue to
emerge. Hopefully, today’s testimonies will help the committee better understand what a
force looks like under these budget constraints and inform the budget tradeoffs that will
be debated over the coming months.
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February 11, 2015

STATEMENT BEFORE THE HOUSE ARMED SERVICES COMMITTEE
"ALTERNATIVE BUDGETS AND STRATEGIC CHOICES"

By Jim Thomas
Vice President and Director of Studies

Center for Strategic and Budgetary Assessments

Chairman Thornberry, Ranking Member Smith, Members of the Committee, thank you
for the opportunity to testify before you. The U.S. military not only faces an enormous
fiscal challenge but also a range of foreign threats and rapidly changing operating
environments that necessitate rebalancing our forces and capabilities. In my testimony
today, T will describe rebalancing measures adopted by a Center for Strategic and
Budgetary Assessments (CSBA) team in the Strategic Choices Exercise we conducted
with other leading defense think tanks last year. I will begin by describing our diagnosis
of the plobal security picture and then proceed to the strategic approach we adopted to
guide our rebalancing efforts. While the exercise required all teams to rebalance across
the next two Future Years Defense Program, none of us would choose sequestration as
the appropriate means to achieve rebalancing. Nevertheless, we hope that the exercise
helps to illuminate some of the hard choices that Congress and the Obama Administration
will have to make in the years ahead. Indeed, there are a number of important changes in
the defense posture that may be needed regardless of the budgetary level that Congress
ultimately sets for defense.

Strategic Context

Today. we are confronted hostile countries and non-state groups that challenge America’s
security commitments to its allies and friends around the world and that have the
potential to threaten our nation more directly over time. At the top of the list are three
revisionist states—China, Iran and Russia—intent on altering regional security balances
in East Asia. the Middle East and Europe. They are pursuing anti-access and area denial
(A2/AD) capabilities to prevent U.S. expeditionary forces from being able to defend
America’s regional allies and partners effectively. Revisionist powers are also building
up both conventional forces and sub-conventional forces (e.g., “Little Green Men” and
paramilitary forces) for regional power projection and to undermine the sovereignty of
their neighbors. Some of these countries are, moreover, aggressively pursuing capabilities
for counter-space and cyber warfare. While Russia and China are modernizing their
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nuclear forces, Iran is suspected of maintaining a covert program to develop a nuclear
weapons capability.

Non-state Islamist militant groups, including those affiliated with al Qaeda and the self-
described Islamic State in Iraq and the Levant (ISIL), are intent on destabilizing and
toppling already shaky regimes in North Africa, in the Levant, on the Arabian Peninsula,
and in South Asia. While such groups lack the economic clout and broad-spectrum
military means of the revisionist states, they have succeeded in carving out large swathes
of territory as sanctuaries for themselves, and have generated revenue through oil sales,
hostage taking, and criminal activities to finance their ambitions for sensational mass
violence. These outlaw groups show no restraint in using extreme violence against
Muslims and non-Muslims alike. Dealing with the threat posed by Islamist militant
groups will require conventional forces supporting special operations forces to conduct
unconventional warfare, working with and through local partners to roll back Islamist
groups’ gains and liberate areas that have been under their brutal control.

We also face a vastly more complicated set of nuclear challenges in what Paul Bracken
has called the “Second Nuclear Era™ than we did during the Cold War. There is arguably
a greater danger today with more nuclear weapons-armed countries of an actual nuclear
exchange between nuclear-armed countries or of terrorists acquiring and using nuclear
weapons. Serious questions remain about the security of the nuclear forces in relatively
new nuclear powers, like North Korea and Pakistan, where the possibility exists that a
nuclear weapon could fall out of the positive control of central authorities during a period
of internal disorder,

Both major powers and non-state adversaries alike are poised to exploit a number of
ongoing trends in military affairs. Unlike previous military technologies such as nuclear
weaponry, which were characterized by significant cost barriers and therefore were
inaccessible to the vast majority of countries and all non-state actors, the following
technological trends are areas in which the barriers to entry into the technological
competition are falling quickly:

¢ Precision guidance. For much of the past several decades, the U.S. military
enjoyed a virtual monopoly on precision-guided weapons. That monopoly is now
gone and the barriers to entry into precision-guided strike have been lowered to
the point that even non-state actors can gain access to guided rockets, artillery,
mortars, and missile systems (G-RAMM) to conduct highly accurate attacks on
fixed sites with far greater lethality and effective destruction. Precision strike
capabilities can be used to hold at risk fixed sites like theater ports and airfields,
as well as high-signature mobile forces like aircraft carriers, large surface ships,
and non-stealthy aircraft.

¢ Supercomputing/big data. As with precision navigation, supercomputing is no
longer the monopoly of the great powers. The commercialization of big data
means that almost any country or terrorist group can gain access to fast, high-
powered computational/analytical capacity that can be used for military purposes.
For example, they can be used to create small yet capable cryptologic enterprises,
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detect movement or change across a variety of domains (e.g.. in the air or
undersea), and rapidly analyze biometric data.

* Robotics and autonomy. Similarly, it is becoming easier for state and non-state
actors to acquire and employ unmanned air, ground/surface and undersea
systems. Already, we have seen groups such as Hezbollah employ small drones
for surveillance. Commercial systems are increasingly available on a global
basis. Moreover, other states and non-state actors may face fewer self-imposed
restrictions on developing lethal autonomous systems.

*  Cyber/electro-magnetic. A number of states have already developed relatively
sophisticated means of cyber attack, and some like China are integrating cyber
and electronic warfare to create new Integrated Network and Electronic Warfare
(INEW) forces charged with conducting offensive cyber and electronic attacks.
These capabilities can be used to attack enemy command and control and
fogistics systems as well as hold at risk a variety of strategic civilian targets such
as critical infrastructure and economic targets.

¢ Space access. The commercialization of space means that more countries and
even non-state groups will have access to space-based services including basic
electro-optical imagery, satellite communications and navigation/location tools.
Moreover, several countries have developed anti-satellite weapons, lasers and
radio-frequency jammers to degrade or destroy satellites. Such capabilities
threaten U.S. and allied spaceborne systems such as satellite communications,
global positioning system satellites, and space-based surveillance systems.

All of these technological trends point to future military competitions with three key
characteristics. First, it will be relatively easier and cheaper for one side to deny the use
of a domain (i.e., land, air, seas, space and cyberspace/electro-magnetic spectrum) than it
will be for its opponent to control the same domain in future conflicts. Second, there is a
corresponding trend toward cross-domain denial operations. For example, a number of
countries are developing land-based missile forces to target naval forces operating close
to their shores. Finally, the United States appears to be in a disadvantageous position with
respect to its current portfolio of forces and capabilities. Most of these trends are driven
by global commercial trends that tend to level the playing field. Additionally, given that
these trends favor domain denial, at least in the near term they will tend to affect the U.S.
military the most of its capabilities, plans and doctrine have largely been optimized to
conduct domain control operations: air superiority, naval mastery, land control,
amphibious assault, space control and information superiority.

Given current U.S. defense budget projections, the United States will confront these
challenges with a rapidly diminishing advantage in the scale of resources it is able to
devote to defense competitions. Put another way, it is unlikely that the United States will
not likely be able to pursue a “rich man’s strategy”™ of simply outspending its combined
rivals. It will instead need to craft a “smart man’s strategy.” to include leveraging the
military potential of its current and prospective allies and partners to the maximum extent
possible.

Strategic Objectives and Approach
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In light of these threats and fiscal challenges, the CSBA team identitfied three overarching
national objectives that should guide defense strategy:

*  Maintaining access to and from those areas of the world where the United States
has vital interests and preventing the domination of any of these areas by hostile
powers;

¢ Creating regional security balances that favor the United States, its allies and
partners, in part by building up the security capacity of friendly frontline allies
and partners (e.g.. creating “hedgehogs” with friendly A2/AD capabilities to
deter hostile regional power projection and sub-conventional, creeping
aggression); and

* Deterring, preventing or blunting terrorist and other catastrophic attacks on U.S.
and allied strategic targets (e.g., population, critical infrastructure, financial
system, way of life) to include increased resiliency measures.

The CSBA team decided that meeting these objectives will require the U.S, military to
stay in the power projection business despite growing A2/AD and WMD challenges,
while maintaining strong strategic deterrence and counterterrorism forces to deter or
preclude catastrophic attacks on the United States or its allies. Given that a growing
number of potential adversaries are acquiring capabilities aimed at denying our use of
local airspace, bases and ports, near seas. space and cyberspace, a core assumption we
made was that future operating environments are likely to be far more contested. Thus,
we placed priority on access-insensitive, low-signature and highly distributed power-
projection forces and capabilities that can operate effectively in non-permissive
environments. These include special operations forces, long-range penetrating
surveillance and strike aircraft, submarines, and cyber and electronic warfare systems.

The CSBA team also determined that the most profound change for the U.S. military in
the decades ahead may be shifting itseif from being a “global compellence force”
designed to serve eviction notices if overseas allies are invaded, to a “global deterrence
force™ that holds out the prospect of swift. devastating retaliatory strikes against
aggressors. This force would also have greater capabilities to more credibly deny
aggressors their military objectives in the first place.

Since the end of the Cold War, the U.S. military has emphasized expeditionary
compellence operations designed to evict aggressors after they have invaded an ally or
partner and effect regime change. This approach emphasized the deployment of heavy
combined arms maneuver ground forces to provide the preponderance of landpower but
required months and local access to build up forces in theater. It also emphasized
primarily short-ranged combat air forces that depended on operating from close-in theater
bases, as well as high-signature naval forces that assumed they would have the ability to
sail close to hostile shores.

Qur strategic rebalancing approach had three major elements.

First, the CSBA sought to facilitate a shift from compellence to deterrence forces and
better align U.S. military capabilities with the aforementioned military-technical trends.

4
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That is, we emphasized power projection forces that appeared to be the most viable in
denied areas to be able to hold out the prospect of prompt, high-volume punishing strikes
in response to aggression or coercion, while increasing the ability of our own forces and
those of our allies to conduct forward defense with air, sea, and land denial operations
and thereby stymy the ability of regional adversaries to effectively project power
themselves.

Second, CSBA’s rebalancing strategy prioritized “punishment™ forces that will be more
capable of deterring aggression or acts of coercion across a number of regions
simultaneously. CSBA made the following rebalancing choices to achieve this objective:

*  Nuclear Capabilities. We opted to maintain all elements of the nuclear triad
(bombers, submarines and land-based intercontinental ballistic missiles) as well
as to continue the B-61 life extension. the long-range stand-off missile (LRSO)
development and modifications to ensure F-35As as dual-capable aircraft.

* Conventional Strike. Complementing these measures related to our nuclear
posture, we sought to maximize the joint force's ability to conduct long-range
strikes from land, air, surface ships and undersea. Assuming the Intermediate
Nuclear Forces Treaty would no longer be in effect, we acquired both ground-
and sea-based conventionally-armed intermediate-range ballistic missiles. We
accelerated development of the next generation long-range strike bomber (LRS-
B); acquired a carrier-based unmanned combat air system (UCAS) with sufficient
payload, stealth and endurance to operate from range into denied areas to conduct
surveillance and strike missions; and fielded a land-based penetrating UCAS. We
expanded undersea strike capacity with Virginia Payload Modules and Towed
Payload Modules. We freed up Vertical Launch System (VLS) tubes on surface
combatants for more strike systems by fielding Aegis Ashore for area ballistic
missile defense and directed energy and railgun systems on ships for point
defense. Beyond these measures, we sought to maximize the U.S. inventory of
precision-guided munitions, including the acquisition of additional small-
diameter bomb, long-range anti-ship missiles (LRASM), joint air to surface strike
missiles extended-range (JASSM-ER), and conventional-armed LRSO.

« Non-Kinetic Attack. In addition to the kinetic systems described above, we chose
to acquire large numbers of high-power microwave weapons and other electronic
attack capabilities that could be maneuvered into denied areas by unmanned air,
surface and undersea systems.

*  Special Operations Forces (SOF). Lastly, we protected planned SOF growth in
order to preserve direct action and unconventional warfare regime change
options, as well as to cover down on certain arcas of the world as we reduced
conventional ground force structure. To enable SOF, we acquired new
capabilities for stealthy insertion/extraction in denied areas as well as new
weapons and protected communications to operate in denied areas.

Third, the CSBA team sought to improve the ability of U.S. and allied forces to deny
adversaries the ability to commit acts of aggression and coercion or to consolidate any
gains they might make. To reassure allies, we sought capabilities that would help to
defend at the point of any attack and increase the resiliency of our forward posture,
thereby strengthening crisis stability,
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* Naval Capabilities. We leveraged U.S. undersea dominance and expanded
undersea warfare capacity (increased the number of SSNs, UUVs, sensors) while
introducing new UUV torpedoes and increasing U.S. offensive mine-laying
capacity. We also invested in land- and sea-launched anti-ship missiles.

* Land-Based Denial Capabilities. A major area of emphasis for us was developing
new land-based mobile forces with multi-purpose missile launchers to support
coastal defense, air defense and deep strike land attack missions.

* Air-Space-Cyber Denial Capabilities, The CSBA team made significant
investments in new electronic warfare systems and decoys. For space operations,
we acquired co-orbital microsatellites and additional space situational awareness
systems. For ballistic missile defense, we acquired additional air-launched hit-to-
kill and THAAD interceptors. We sought to enable more distributed air
operations within contested environments with F-35Bs. Finally, we invested in
additional cyber defense and attack capacity to deny adversaries the ability to use
or exploit cyberspace effectively.

Beyond improvements in our ability to punish and deny potential adversaries, we chose
to make additional investments in logistics and to consoclidate basing at home. We
significantly increased funding for airbase hardening, aircraft shelters, rapid runway
repair kits, and alternate dispersal airbases in the Pacific. We invested in overseas
submarine infrastructure and new submarine tenders; expanded the Combat Logistics
Fleet to support and sustain naval strike warfare; and develop an at-sea VLS re-arming
capability. The CSBA chose to pursue a new round of Base Realignment and Closure
(BRAC) despite the up-front costs of doing so as it was consistent with the overall
strategy of buying down long-term risk.

Lastly, we envisaged new divisions of labor with our allies, particularly frontline allies
facing the most acute threats. Allies should assume greater responsibility as “first
responders™ for their own defense and create “friendly™ A2/AD networks to defend their
sovereignty and provide sanctuaries for U.S. forward-deployed and forward-stationed
forces. For its part, the U.S. military should continue to police the global commons and
maximize combat strike power for deterrence within its alliance frameworks.

Where to take risk?

Consistent with the strategic shift we adopted in the exercise, the CSBA team chose to
accept greater risk in forces and capabilities that are less suitable for operations in
contested environments, including those most dependent on close-in theater access to be
effective and those that had to mass to be effective. We relinquished on-demand capacity
to conduct a second near-simultaneous major ground combat operation (substituting
global strike options to deter or respond to the latter). In essence, we accepted risk
“serving eviction notices™ if alliecs or partners were invaded in order to strengthen
deterrence through more capable punishment and denial forces. Accordingly, we made
substantial reductions in ground forces. We also accelerated the divestiture of legacy Air
Force and Navy short-range tactical combat aircraft and truncated the Littoral Combat
Ship program. These cuts were relatively insensitive to a specific budgetary scenario.
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In seeking a more capable future force, we also accepted greater risk in the first FYDP in
terms of readiness. This was the most difficult choice we made with great reluctance. We
also judged that it was the decision that would likely pose the greatest regret.
Nevertheless, we opted to protect rebalancing measures to yield greater punishment and
denial capabilities in the future as we assumed that the global security environment is
likely to worsen rather than improve over the next decade. Had we not had to comply
with the BCA spending caps, we would have chosen to maintain full readiness funding.

Conclusion

Regardless of the budget level Congress ultimately sets for defense, choosing where to
invest or divest should be informed by the external security challenges we face and the
choices we make about strategy. In this regard, likely future operating environments may
serve as a useful lens for evaluating programs. In particular, forces and capabilities most
viable to project power in contested environments may represent areas for preserving or
expanding, while those that have been designed for relatively benign operating
environments may be targets for divestiture,

About the Center for Strategic and Budgetary Assessments

The Center for Strategic and Budgetary Assessments (CSBA) is an independent, nonpartisan
policy research institute established to promote innovative thinking and debate about national
security strategy and investment options. CSBA's goal is to enable policymakers 1o make
informed decisions on matters of strategy, security policy and resource allocation. CSBA provides
timely, impartial and insightful analyses to senior decision makers in the executive and legistative
branches, as well as to the media and the broader national security community. CSBA encourages
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Thank you, Chairman Thornberry, Mr. Smith and to the committee for the opportunity
to appear before you today. [ am as proud as ever to have served on the committee staff and to
have worked in the American’s People’s House.

I prefer to use my allotted time not to tell you how we at AEI used the fabulous tool
developed by Todd Harrison and his team at CSBA to rearrange the deck chairs on the Titanic,
but rather how it helped us chart a new course. In fact, there was very little difference in the
think-tank teams’ approach to how to cut defense spending: such a severe lack of resources
imposes a similarly severe lack of choices.

However, [ think there is a big difference that our experiment in imagining a defense
budget increase does reveal. In sum, we at AE] believe the current crises in capacity and
readiness are more strategically important than the real, but longer-term, problem of
capability. As the day-to-day guarantor of international security and global stability, and with
clear and present challenges in the major theaters and domains of warfare, the United States
cannot afford a “strategic pause” or an “offset” strategy that banks on “innovations” to come in
“20YY." After several decades of defense cuts and, most mendaciously, the chain-saw
massacres of sequestration, the U.S. military is too small and not ready to respond to a world of
crises from Eastern Europe to East Asia. The problem is now, not tomorrow.

We also tried to face today’s problems as they are, not as we wished them to be. That
is, we disciplined our budget exercises by sticking to the traditional measures of American
strategy set out in almost all post-Cold War defense reviews and reaffirmed late last year by
the National Defense Panel — the bipartisan and independent commission this committee did so
much to sponsor. In particular, we took the NDP’s definition of strategic success — a global
system built upon defense of the American homeland, preserving a favorable balance of power
across Eurasia, access to the “commons” of the seas, the skies, space and cyberspace and the
preservation of a decent international order as defined by America’s core political principles —
as our guiding framework. In doing so, we explicitly rejected the approach laid out in the
President’s 2012 Defense Guidance, which cannot achieve the goals laid out by the NDP, by
previous QDRs or the National Security Strategies of recent administrations of both parties.

We further refused to narrow the U.S. military’s operational “aperture,” to wish away
either unpopular security interests, such as the balance of power in the greater Middle East, or
unpleasant forms of conflict, such as prolonged stability operations. We thought it wrong to
invent a new America or pretend that the nature of war was other than what it is. You may
disagree with our recommendations, but you cannot deny our version of reality.
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Indeed, geopolitical reality is worse than it was when we last did this defense budget
exercise: the extent of Russia’s war on Ukraine or ISIS’ grip on western Iraq and eastern Syria
is clearer now than in February of last year. The Chinese navy and air force have become
increasingly aggressive, harassing and menacing not only our allies but U.S. Navy ships and
US. Air Force aircraft. We did anticipate a need for a larger military presence in the Middle
East, but did not fully appreciate the need to return American forces to Europe or to move
them eastward on the continent as we do now.

So, if we were doing the budget game now, we would amend our force-planning
construct. Where we defined a goal of increased forward-based and presence forces in the
Middle East and East Asia — a “two-theater” standard — we would now see a “three-theater”
standard, and we would define the demands of the Middle East more as the need to “roll back”
ISIS and the growing power of the many al Qaeda affiliates; containment is insufficient and the
current “status quo” is unacceptable. And we would stress the need to deter Russia in Europe
as well as China in East Asia. But we would stand by the need to retain in the continental
United States a ready force capable of decisive intervention and a second “strategic reserve”
force that can be mobilized in a timely way. Thus, today we would substitute a “3-1-1" force-
sizing construct for the “2-1-1" model we used last year. If nothing else, the last year has
reinforced our basic observation that the longer we wait to rebuild our defenses, the costlier
that rebuilding will be and the tougher the strategic task.

Nor would we change our basic approach to budget building, which we summarized last
year as “keep what you've got, buy what you can.” Again, the force reductions and delayed
modernization of the past generation have foreclosed the prospects for long-term planning.
The world will not wait for us while we “transform” our forces. We cannot “offset” the
immediate challenges posed by Russia, or ISIS, or Iran or China. And, as the president’s budget
anticipates further declines in research and development spending, hoping for “game-changing”
innovations cannot be a sound basis for defense planning.

Lastly, let me conclude with what, to us, was the most surprising result of our
“unconstrained” defense budget exercise: we couldn’t spend enough money fast enough to
reduce the strategic risk we face to what we thought was anything more than a “manageable”
level, meaning that we remained very nervous about the U.S. military’s ability to preserve the
peace while fighting multiple wars. Although CSBA agreed to our basic premises, we were
ourselves governed by the truth that our starved structures — both in the armed services and
the defense industry — can only digest so much money so fast. So that, even while we wanted to
increase defense budgets above the levels forecast by the Budget Control Act and sequestration
by tully $780 billion over the next decade, that increase did not return the Defense Department
to its “pre-BCA” program, nor did it reach the level of 4 percent of gross domestic product
often held out as an eternally affordable burden on the American economy.

We found this to be deeply disturbing. It reminded us of how deep a whole we've dug
for ourselves — and the people in uniform who go into harm'’s way to keep us safe.

As a footnote, I'd like to thank my AEI colleagues and, in the budget game my partners,
Mackenzie Eaglen and Phillip Lohaus. Again | thank the chairman, the ranking member and
the committee for their indulgence and look forward to your questions.
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