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THE WHITE HOW'S

Executive Summary

—

2019 presented a very rare opportunity for the
Department of Defense to change the shape of the future
joint force: the Trump administration has set a new
strategic direction in its National Security Strategy and
National Defense Strategy and received a significant
influx of cash from Congress with which to imple-

ment these strategies. However, the 2019 DoD budget
request does not take full advantage of this opportu-
nity. Increases in procurement spending largely go to
buying or upgrading legacy systems like the Abrams
tank, Bradley Fighting Vehicle, and F/A-18E/F Super
Hornets. There are some notable exceptions, including
increased investment in the Air Force’s Next Generation
Air Dominance program and growth in science and
technology investment. However, for the most part, the
request focuses on legacy systems.

This approach is not unreasonable. The budget
future remains uncertain; Budget Control Act (BCA)
caps return in 2020 absent another deal. The DoD
has cash in hand today, but doesn’t know if it will
tomorrow, and so it is wise to spend that money on
things that can deliver today. Money invested in
developing new systems is wasted unless there is
funding available in the future to bring those systems
into production. Nonetheless, the 2019 budget request
supports a force that is less advanced than what one
would expect, given the strategy’s emphasis on stra-
tegic competition with China and Russia. The Trump
administration will not get another opportunity like
the 2019 planning cycle, now that the administration’s
strategic direction is set and the best-case budget
scenario is a flat topline through 2023.

@CNASDC
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Introduction

—

The Office of Management and Budget (OMB) released
President Trump’s fiscal year 2019 budget request on
February 12, 2018. This budget request is the first that
will have been prepared entirely during the current
administration, so it should accurately reflect this admin-
istration’s world view and priorities.

The administration requested $716 billion for national
defense, or about 7 percent more than it requested for
fiscal year 2018. Of this total, $686 billion will go to the
Department of Defense, while the remainder will fund
non-DoD national defense requirements (e.g., nuclear
weapons programs at the Department of Energy).!

Two percent of that increase covers only inflation, and
another two percent covers the expected cost growth
exceeding inflation in maintenance and personnel
accounts. Taking these considerations into account,
DoD is left with about $20 billion in new money to
apply to its chosen priorities.

The new Bipartisan Budget Act, which sets spending
levels for fiscal years 2018 and 2019, significantly
increased the defense budget - the most significant
increase we’ve seen since the early days of the wars in
Iraq and Afghanistan.? But the real question is, how will
the department spend it? The new National Defense
Strategy gives us some clues.’ The strategy’s prioriti-
zation of strategic competition with China and Russia
means that the budget should reflect an emphasis on
investing in advanced capabilities, rather than solely
increasing the size of the force. Similarly, the strategy’s
language on force employment suggests a recalibration
in favor of preserving readiness at the expense of some
presence activities that are not focused on improving
the military’s ability to deter or respond to conflict.* The
2019 defense budget request does include these invest-
ments, to an extent. However, the bulk of the request’s
increase for 2019 went toward marginal improvements
to legacy systems. Without doubt, this budget request
repairs damage done by the deep and indiscriminate
cuts imposed over the past several years by the Budget
Control Act of 2011, improving readiness balance in the
defense investment program. But given the strategy’s
bold prioritization of strategic competition with China
and Russia, the relative size of investment in advanced
capabilities remains somewhat unsatisfying. This report
will explore these issues and more, providing in-depth
analysis of each military department’s request and the
request for the defense-wide accounts. But first ...

A Brief History of Defense Budget
Instability
——
The Department of Defense (DoD) has lurched from
one budgetary crisis to another for nearly a decade,
through a series of continuing resolutions, short-term
budget deals, and the twin specters of sequestration
and shutdown. This defense budgetary instability is
national self-harm on an epic scale. Congress’s inability
to pass budgets, let alone pass them on time, has
severely handicapped the department in fulfilling its
mission - to ensure the safety of the nation and protect
U.S. citizens and interests at home and abroad.
Despite the highly predictable end of the fiscal year
annually on September 30, Congress has not passed a
final defense appropriations bill on time since 2009;
the Department of Defense has begun each fiscal year
since then without knowing how much money it could
spend that year. In the past decade, Congress has
come close to shutting down the government seven
times, and has actually shut down the government
three times. The duration and number of continuing
resolutions varies by year, creating additional uncer-
tainty for the department. Congress has enacted over

Despite the highly predictable
end of the fiscal year

annually on September 30,
Congress has not passed a
final defense appropriations
bill on time since 2009.

30 continuing resolutions since 2009, and the depart-
ment has operated under a continuing resolution for
approximately a third of that time, the longest lasting
for over seven months. Continuing resolutions harm
the department by freezing the budget at the previous
year’s level and distribution. During a continuing
resolution, DoD cannot move money from one account
to another through reprogramming, nor can it start
new programs not authorized and appropriated the
previous fiscal year. Any increase in budget authority
planned for the new fiscal year is deferred until
Congress ends the continuing resolution and appropri-
ates funds for the new fiscal year. This lack of flexibility
is debilitating over time.
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Compounding the harm done by these continuing
resolutions and late appropriations is the 2011 Budget
Control Act’s (BCA) legacy of dysfunction. The BCA was
an ill-fated bipartisan attempt to reduce the deficit in
exchange for an increase in the debt limit. To this end,
the act established caps on defense and non-defense
discretionary spending. To ensure that Congress would
not be tempted to exceed these caps, it established a
mechanism called sequester, which, if triggered, would
result in an automatic, across-the-board cancellation
of approximately 9 percent of the discretionary budget.
The mechanism was designed to be so dreadful as to
force Congress to come to a long-term budget agreement
through the “supercommittee” led by Representatives
Paul Ryan and Patty Murray. However, the worst came to
pass in 2013 when the “supercommittee” failed, resulting
in a $30 billion cut to DoD in the middle of the year. This
mid-year cut forced DoD to cancel training activities,
defer maintenance, and furlough most of its civilian
workforce, harming military readiness for years to come.

The 2013 sequester was followed by the government
shutdown that kicked off fiscal year 2014. A shutdown, or
even the threat of a shutdown, which occurs every time
Congress lets the clock run down on the end of the fiscal
year or a continuing resolution, is enormously disruptive
and wasteful. The department must plan for a shutdown,
even if Congress passes a last-minute budget resolution,
drawing senior leaders’ time and attention away from
more pressing matters and harming the morale of the
military and civilian work forces. If a shutdown does
occur, service members wonder whether they will be
paid on time; furloughed civilians wonder whether they
will be compensated at all. Costs accrue for overhead
to administer the shutdown. A shutdown completely
disrupts the department’s work: it defers maintenance
and procurements, delays critical decisions, and cancels
or postpones engagements. Perhaps most damaging is the
reputational harm the United States incurs in the eyes of
other nations when the government cannot perform its
most basic functions.

Overview of the 2019 Defense
Budget Request

—

The Trump administration’s fiscal year 2019 budget
request for the Department of Defense is $686 billion,
an increase of $40 billion over the fiscal year 2018
President’s Budget request.® About half of this increase
is consumed by inflation and cost growth above inflation
in some accounts.” Even so, the 2019 request provides
substantial real growth for the Department of Defense,
although it can be surprising how little even these stag-
gering sums can buy, in terms of equipment like military
aircraft, ships, and satellites. Even in these times of
increasing budgets, DoD must still make tough decisions
about what to prioritize and where to accept risk.

Readiness

The budget request grows the size of the force, but does
so at relatively modest levels, adding an additional 51,500
active duty service members by 2023 and 5,100 service
members to the reserve components over the same
period, an increase of 3 percent total. The services intend
most of this end-strength growth to improve readiness;
much of it will go to filling gaps and improving manning
levels in existing units, some of which have been under-
staffed due to previous end-strength cuts. Where force
structure does grow, as is the case with the new Security
Force Assistance Brigades the Army is creating, there is
also a readiness justification, in that these new units will
allow the Army to keep its Brigade Combat Teams whole
while still meeting train, advise, and assist requirements.
Also in the cause of improving readiness, the services
are continuing to increase munitions buys, particularly
for guided munitions like the Navy and Air Force’s Joint
Direct Attack Munition (JDAM) and the Army and
Marine Corps’ Guided Multiple Launch Rocket System
(GMLRS). The services are also investing more in sus-
taining their physical infrastructure, especially training,
operational, and maintenance facilities, reversing cuts to
facilities sustainment accounts made during the pre-
ceding era of declining budgets.

The 2019 request provides substantial real growth for

the Department of Defense, although it can be surprising
how little even these staggering sums can buy, in terms of
equipment like military aircraft, ships, and satellites.
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This chart shows the Trump administration’s 2019 topline request for defense in the context of previous year’s requests and the Obama

administration’s planned request for 2019.

Procurement

Procurement grew more than any other title in the
defense budget - up 15 percent relative to the Trump
administration’s fiscal year 2018 request — an increase
of approximately $20 billion. Most of this increase

goes toward upgrading or buying new legacy systems,
many of which have already been in service for decades.
In addition to the increased munitions procurement
mentioned above, this budget invests in additional
aircraft (F-35 and P-8A), ships (DDG-51 and T-AO),
space systems (Evolved Expendable Launch Vehicles
and Space Based Infrared System), and ground vehicles
(Joint Light Tactical Vehicles), above what the depart-
ment requested last year.

Research, Development, Test, and Evaluation
Research, development, test, and evaluation (RDT&E)
received the second largest percentage increase, at 11
percent over the Trump administration’s fiscal year 2018
request. This increase makes sense given the National
Defense Strategy’s focus on strategic competition with
China and Russia.” DoD needs to invest more in these

accounts to fund the advanced capability development
the United States needs to retain its technological edge
against these adversaries, who are also investing heavily
in high-end weapons systems. Priority investment areas
in this category include hypersonic weapons, autono-
mous systems, artificial intelligence, directed energy (i.e.,
lasers), and electronic warfare (i.e., offensive or defensive
action in the electromagnetic spectrum). These invest-
ments play the long game; the department needs to do
the research and development work now that will make
it possible to field these capabilities in the future.

Missile Defense Agency

Some of this growth in both procurement and RDT&E
went to the Missile Defense Agency (MDA), whose
budget increased by 26 percent, from $7.9 billion in

the original fiscal year 2018 request to $9.9 billion in

the fiscal year 2019 request. MDA has requested funds
to improve strategic missile defenses, primarily the
Ground-based Midcourse Defense (GMD) system,
which protects the homeland.'° It also has plans to invest
more in regional missile defenses, which protect allies
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and partners as well as U.S. facilities overseas, and
to include the Aegis and Terminal High Altitude
Area Defense (THAAD) systems."! This substan-
tial increase in funding provides a good indication
of where the forthcoming DoD Missile Defense
Review is headed.

Army

The Army grew the most of the three military
departments - 10 percent over the fiscal year 2018
request. The 2019 request increases Army end
strength by 11,500 soldiers in the active compo-

nent and 1,000 soldiers in the Guard and Reserve,
with additional growth planned through 2023. The
Army’s focus on modernization and acquisition
reform is reflected by RDT&E and procurement
growth totaling $4.2 billion above the fiscal year 2018
request. However, most of this increase goes towards
purchasing additional legacy systems or marginal
upgrades to legacy systems that have already been

in service for decades. These investments include
new UH-60 Blackhawk helicopters, new Joint Light
Tactical Vehicles, modifications and upgrades to

M-1 Abrams tanks and Bradley fighting vehicles, and
increased munitions procurement.

Navy and Marine Corps

The Navy and Marine Corps budget grew by 8
percent relative to the fiscal year 2018 request.

In fiscal year 2019, the Navy will add 7,500 active
duty sailors and an additional 100 in the Reserve,
while the Marine Corps will grow by 1,100 active
Marines. The Navy plans to grow from 289 battle
force ships in fiscal year 2018 to 299 in the fiscal
year 2019 request. It will do so by procuring an
additional DDG-51 Arleigh Burke-class destroyer
and an additional fleet oiler over last year’s plan. At
the same time, the 2019 plan reduces the Littoral
Combat Ship buy from two in fiscal year 2018 to one,
in preparation for the selection of a new frigate. The
2019 request increases aircraft procurement relative
to 2018, adding five F-35Cs, 10 F/A-18E/Fs, and three
P-8As. The 2019 request sustains investments in sub-
surface capabilities and nuclear modernization.

Air Force

The Air Force budget grew by about 6 percent over

the fiscal year 2018 request. To improve readiness, the
2019 plan adds 4,700 airmen, invests in training and
maintenance, and invests in munitions procurement.
The request continues to modernize through F-35A
and KC-46A tanker procurement and development of
the B-21 bomber and T-X advanced trainer. It sustains
investments in modernizing nuclear and space systems.
Notably, the budget request indicates that the Air Force
is reexamining their plan to recapitalize the Joint
Surveillance Target Attack Radar System (JSTARS),
instead developing an alternative way to fulfill the battle
management command and control mission.

Defense-wide

The Defense-wide accounts, also sometimes called the
Fourth Estate, fund the Office of the Secretary of Defense,
the Joint Staff, Special Operations Command, and the
defense agencies and field activities, such as the Missile
Defense Agency and the Defense Logistics Agency. The
Defense-wide accounts grew the least of all the DoD
components, by about 5 percent overall relative to the
fiscal year 2018 request, despite the Missile Defense
Agency’s 26 percent budget increase. Limited growth in
this area bodes well for the department’s efforts to meet
Congress’s mandate to reduce all major headquarters
activities by 25 percent from fiscal years 2016 to 2020.

Conclusion

While the budget increase is both sizable and mean-
ingful, it is not enough to deliver the kind of build-up
then-candidate Trump promised on the campaign trail.
This is not necessarily a bad thing, as those campaign
promises were unmoored from any kind of strategy.”
But it is remarkable how little an additional $40 billion
dollars will buy in terms of military capability and
capacity. Furthermore, additional growth is not in the
offing, as indicated by the Future Years Defense Program
(FYDP) profile, which limits further DoD budget growth
over the next five years to inflation only and uses a pretty
optimistic assumption about what inflation will be over
that period (2 percent per year). Even this substan-

tial increase in the defense budget is not enough for

DoD to doitall.



The Air Force

The Air Force 2019 budget requests $194 billion in
budget authority, an increase of $10 billion, or about 6
percent, over the fiscal year 2018 request.”® But the chal-
lenges the Air Force is facing are also growing. Chinese
and Russian advanced capabilities in both the air and
space domains are challenging the Air Force, requiring
continued and new investments in things like pene-
trating strike options (both platforms and munitions)
and survivable space capabilities. At the same time, the
Air Force is responsible for two of the three legs of the
nuclear triad, all of which urgently need to be recapi-
talized. Finally, ongoing operations in Iraq, Syria, and
Afghanistan have stretched the Air Force thin, neces-
sitating the restocking of precision guided munitions
and the restoration of readiness in the tactical air fleet.
Fulfilling these requirements is a tall order, even with a
$10 billion budget increase.

Research, Development, Test, and Engineering
Research, development, test, and engineering (RDT&E)
saw the largest growth over 2018 at almost 19 percent,
or nearly $5 billion."” Most of this growth in RDT&E is in
the later stages in the process of developing and fielding

new systems, including the B-21 bomber, the Presidential
Aircraft Replacement, and the new combat rescue heli-
copter. Spending on basic research, applied research,
and advanced technology development remained rela-
tively flat compared to the 2018 request. These trends
indicate prioritization of bringing already developed
systems over the final technological hurdles and into
production, rather than breaking new ground. A notable
exception here is the Next Generation Air Dominance
Program, investment in which nearly doubled from

the 2018 request to the 2019 request, now totaling

over $500 million.

Bombers

Concurrent with this budget request, the Air Force
announced plans for the future of the bomber fleet.!¢
First, the budget request funds new engines for the aging
B-52 fleet. These new engines are necessary to keep
these aircraft, which have been in service since 1954,
operational through 2050. The Air Force also announced
intent to incrementally retire the B-1s and B-2s as

B-21s become operational, beginning in the mid-2020s.
Retiring these two aircraft fleets could significantly
reduce the operating and maintenance costs of the
bomber fleet as a whole. Maintaining two types of aircraft

@CNASDC
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instead of four is less complicated for operators and
maintainers and requires fewer different types of spare
parts. According to Secretary of the Air Force Heather
Wilson, the fleet will maintain no less than 175 bombers;
ultimately no less than 100 of those bombers will be
B-21s, and the remainder will be B-52s."” Despite the
opportunity for cost savings, some argue that a bomber
fleet of this size will be too small to meet operational
requirements and that the stealth B-2s in particular
should be kept in service, given the need the future force
will have for long-range penetrating strike options.®

Joint Surveillance Target Attack Radar System
Concurrent with this budget request, the Air Force
announced intent to reconsider its plan to recapitalize
the Joint Surveillance Target Attack Radar System
(JSTARS), which provides the capability to find and
track targets on the ground in real time and direct fire
toward them."” Rather than replace this specific platform
as it had planned, the Air Force intends to rethink

the way it provides this capability. JSTARS combines
sensors, analysts, and controllers on a single aircraft,

and the Air Force has concluded that this platform is not
survivable in a contested environment. It is also unclear
whether recapitalizing JSTARS is the right approach in
permissive environments, as the same capability could
potentially be achieved at lower cost by linking sensors
aboard any one of a number of platforms with analysts
and controllers who are on the ground. Advanced sensors
have proliferated across many more U.S. platforms

since the first JSTARS aircraft were fielded during the
first Gulf War, and ways to link sensors to analysts and
controllers have also improved. Consequently, there may
be a new way to effectively meet this requirement more
completely, in a more survivable package, and potentially
at a lower cost. The Air Force intends to find out by con-
ducting an analysis of alternatives.

Light Attack Aircraft

At the other end of the conflict spectrum is continued
investment in the light attack aircraft program, which
intends to develop and field an aircraft that can provide
close air support in permissive environments at a much
lower cost to procure, operate, and maintain than the
aircraft currently fulfilling this mission (A-10s, F-15s, and
F-16s). Doing so could reduce the cost of this mission,
while preserving readiness in the fourth- and eventu-
ally fifth-generation tactical air fleet. Success hinges on
realization of the low-cost vision and on commanders’
finding the Light Attack Aircraft an acceptable substi-
tute for fourth-generation fighters, despite the aircrafts’

@CNASDC

reduced capability. If the program does reach maturity,
there are likely some good foreign military sales
opportunities here.

Space

The Air Force continues to invest in space capabilities
designed to cope with a war that extends into space.
While once an uncontested environment for the United
States, space is now crowded, and some actors are now
able to do considerable damage to U.S. military space
assets. Space procurement decreased by about 25 percent
from the 2018 request, but those dollars (and more)

are invested in developing new space systems in the
2019 request. For example, the Air Force is changing

its approach to the satellites that provide missile early
warning (among other capabilities). It is discontinuing

While once an uncontested
environment for the United
States, space is now crowded,
and some actors are now able
to do considerable damage
to U.S. military space assets.

its planned buy of Space-Based Infrared System (SBIRS)
satellites seven and eight and investing those funds in
manufacturing and engineering support for the Evolved
Space-Based Infrared System (E-SBIRS) instead.?’
Investment in these next-generation capabilities
increased from $71 million in the 2018 request to $643
million in the 2019 request, while the SBIRS satellite
cuts saved $975 million. The Global Positioning System
(GPS) 111 follow-on is a new start, with $452 million
behind it, intended to provide secure position, naviga-
tion, and timing that cannot be tampered with, spoofed,
or jammed.

Nuclear Forces

Consistent with the results of the new Nuclear Posture
Review, the 2019 request also continues existing plans
to modernize the nuclear triad.?' In addition to the
bomber investments described above, the Air Force
will continue to develop the Long-Range Stand-off
Missile (LRSO), a replacement for the current nucle-
ar-tipped air-launched cruise missile, as well as the
Ground Based Strategic Deterrent (GBSD), a new
nuclear intercontinental ballistic missile replacing the
current Minuteman ITI. Investments in these two legs of
the nuclear triad increase by 44 percent over the fiscal
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year 2018 request. Significant cost increases are still

to come for these systems in the 2020s, as they move
further along in their development and fielding. The
budget request also continues to modernize the coun-
try’s nuclear command, control, and communications
architecture, to ensure that the president and other
civilian and military leadership can communicate with
each other and maintain control over these weapons and
their employment in times of crisis. This budget does
not yet begin to execute the Nuclear Posture Review’s
intent to increase non-strategic nuclear capabilities,
with the exception of increased procurement of B61
nuclear gravity bombs, from 30 in the 2018 request to 250
in the 2019 request.

Readiness

The Air Force request makes several investments
intended to improve readiness. It plans to improve
manning levels in existing units by adding an additional
4,000 active-duty airmen in fiscal year 2019, increasing
by a total 0f 13,700 airmen by 2023.2 The request also
continues to replenish depleted stocks of precision
guided munitions, increasing procurement of the Joint
Direct Attack Munition (JDAM) and Hellfire missiles.
The request continues to fund training and weapons
systems maintenance accounts to executable levels.

Conclusion

We have reached the end of our assessment of the Air
Force budget request but have yet to mention the F-35.
The request includes two more F-35s than last year’s
request, but the same number as were purchased in
2017 - 48. At the same time, the Air Force is requesting $1
billion to modify its fourth-generation fighter fleet, a 64
percent increase over what it requested for this purpose
in 2018. Tt is interesting to see this buy rate hold steady
even with a substantial injection of new funds. The
trend indicates either that the Air Force was happy with
this buy rate, that the Air Force is waiting on the next
increment of the F-35 to increase its buy, or that other
priorities are crowding out further growth in the tactical
air portfolio. The F-35 buy is indicative of the major
theme running through the Air Force request. With
such substantial financial responsibilities for advanced
capabilities in space, the nuclear forces, aircraft, and
munitions, an increase of over $10 billion relative to the
2018 request doesn’t go as far as one might think.



The Army

The Army’s budget request saw more growth than any
other service relative to the 2018 President’s Budget
request, gaining $16 billion, or about 10 percent.? With
these additional funds, the Army is investing in end
strength to improve readiness and modernize aging
equipment. In the modernization portfolio, there is a
tension between making marginal improvements to
existing systems like the M-1 Abrams tank (which has
been in service since 1980) and developing the next
generation of systems. Doing both simultaneously is
extremely resource-intensive. The failure of the Future
Combat System program combined with over a decade
of counterinsurgency commitments have prevented the
Army from modernizing, a fact that the Army has recog-
nized and is working to rectify. Consequently, the Army
must choose where to accept risk; either it must accept
a longer wait for next generation systems or accept less
modern equipment in the interim.

Readiness and End Strength

To address readiness concerns, the Army intends to use
some of its budget increase to grow the size of the force.
In fiscal year 2019, the Army intends to grow by 11,500

soldiers in the active component and an additional 1,000
in the Guard and Reserve. By 2023, the Army will have
grown by a total of 19,500 soldiers in the active compo-
nent and 2,500 in the Guard and Reserve, leaving it with
a total force end strength 0f 1,040,000 soldiers.?> Some
of this end strength will go toward creating three new
Security Force Assistance Brigades (SFABs) by the end
of fiscal 2019, adding to the two already in the force.* As
their name implies, these SFABs are designed to support
train, advise, and assist missions, like those ongoing

in Afghanistan and Iraq. Creating new force structure
dedicated to these missions may seem inconsistent with
the National Defense Strategy, which prioritizes stra-
tegic competition with China and Russia. However, a
driving force behind creation of the SFABs is the need to
preserve readiness in the Army’s regular Brigade Combat
Teams (BCTs). Prior to instantiation of the SFABs, the
Army routinely stripped senior non-commissioned
officers (NCOs) and junior officers out of their units to
support train, advise, and assist missions, in the process
seriously damaging the readiness of those soldiers’ home
units. The SFABs should allow the Army to meet train,
advise, and assist requirements while ensuring that BCT
readiness, a critical aspect of the force’s ability to deter,
does not suffer from partially deployed formations.
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However, it remains to be seen whether the Army
can actually grow by 11,500 active component soldiers
in one year, particularly in light of DoD’s new deploy-
ability policy, where a soldier who is not deployable
for a year or more due to reasons like illness, injury, or
incarceration, will have to leave the service.?” (Injuries
sustained in combat and pregnancy are exceptions to
this new policy.)* Meeting this target will be a challenge
both in terms of recruitment and retention if the Army
is to avoid lowering accession standards on physical and
mental health, education, and criminal history; lowering
these standards could damage the health of the force.?”
The challenge will be that much more difficult given
continued low unemployment; the young men and
women that the Army would like recruit have many
options from which to choose.*

The Army’s budget request
saw more growth than

any other service relative

to the 2018 President’s
Budget request. The Army

is investing in end strength
to improve readiness and
modernize aging equipment.

Continued Army investment in critical munitions
will also improve readiness. Maintaining adequate
numbers of these munitions on hand is essential to
ensuring that the Army is able to respond in a timely
manner and sustain operations in the event of a conflict.
The Army continues to invest in increased capacity at
the industrial facilities that produce propellants used
by all the services in different munitions, requesting
$394 million in 2019 for this purpose. The Army is also
increasing its procurement of several guided muni-
tions, including Javelin missiles, TOW-2 missiles,

Joint Air-to-Ground Missiles (JAGM), High Mobility
Artillery Rocket System (HIMARS) rockets, and Guided
Multiple Launch Rocket System (GMLRS) rockets, as
well as investing in modifications to the Patriot missile
defense system.

Modernization

In October, then-Acting Secretary of the Army Ryan
McCarthy and Chief of Staff of the Army General Mark
Milley announced new modernization priorities that
would focus the Army on regaining “overmatch and
competitive advantage against emerging threats,
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competitors, and adversaries.”* However, the constant
challenge for Army modernization is striking a balance
between incrementally improving current systems and
developing the next generation of systems. For example:

® The Army’s top modernization priority is a “long-
range precision fires (LRPF) capability that restores
U.S. Army dominance in range, munitions, and
target acquisition.” The 2019 budget requests $186
million to pursue this capability. However, to fill
the gap before LRFP becomes a fielded capability,
the Army is also extending the life of the current
Army Tactical Missile System (ATACMS), at a cost
of $447 million.

® The Army’s second modernization priority is “a
next-generation combat vehicle ... with the most
modern firepower, protection, mobility, and power
generation capabilities.” The Army requests $120
million in 2019 RDT&E funding for combat vehicle
and automotive advanced technology development.
At the same time, the Army requests $3.4 billion to
upgrade its current M-1 Abrams tanks and Bradley
Fighting Vehicles.

® The third Army modernization priority is “future
of vertical lift platforms ... that are survivable on
the modern and future battlefield.” To this end, the
Army has requested $125 million in RDT&E funding
for aviation advanced technology in 2019. At the
same time, the Army plans to continue procuring
and remanufacturing UH-60 Blackhawk and AH-64
Apache helicopters, to the tune of $2.9 billion in
the same year.

Given the Army’s recent history of failed modernization
programs, it makes sense that currently fielded systems
need to be kept running and improved to bridge the gap
until the next generation of systems are developed and
delivered to soldiers.?? But given how much larger the
investments in legacy systems are relative to investments
in next-generation systems, one has to wonder if the
Army hasn’t overinvested in improving current systems
at the expense of fielding the next-generation systems
more quickly. Over the past several months, the Army
has introduced several reforms to improve its require-
ments and acquisition processes, including creation of a
Futures Command and establishment of cross-functional
teams to pursue the Army’s modernization priorities.*
These reforms are designed to accelerate development
of next-generation combat systems; hopefully we will
see their success reflected in the 2020 budget request.



DEFENSE | MAY 2018

The Bottom Line: Analysis of the 2019 Defense Budget Request

European Deterrence Initiative

Consistent with the National Security

Strategy and National Defense Strategy’s emphasis on
strategic competition with Russia, the Department again
increased funding for the European Deterrence Initiative
(EDI) in the 2019 budget request.’* The Army receives
the largest share of EDI funding, $4.6 billion of $6.5
billion. Formerly known as the European Reassurance
Initiative, these funds enable the department to “respond
to an evolving European security environment.”* In
other words, EDI funding increases U.S. military
presence and infrastructure in Europe to counter
increased Russian aggression. The shift in nomenclature
from reassurance to deterrence is borne out by increased
focus on prepositioned equipment and on reception,
staging, onward movement, and integration (RSOI) infra-
structure, both of which would improve U.S. response
time in a potential conflict with Russia. The request
provides $2.5 billion to continue to build a division-sized
set of prepositioned Army equipment that U.S. soldiers
deploying from the United States fall in on, avoiding the
delay that would be incurred if they had to transport this
heavy equipment across the Atlantic. The request also
provides $193 million for RSOT construction in Romania,
Bulgaria, and Poland, which will improve U.S. forces’
ability to move quickly to the front.

Conclusion

As discussed above, the Army’s investments in marginally
improving legacy systems often far exceed investments in
developing the successors to those systems. If the Army
does not yet know what it wants these next-generation
capabilities to look like, investing resources to keep

those legacy systems going may be prudent. One hopes
that the changes the Army is making to its requirements
and acquisition processes will bear fruit quickly, pro-
viding clarity on next-generation requirements ahead

of the fiscal year 2020 budget request. At the same time,
while the cost to increase end strength is relatively
modest in fiscal year 2019 (the Army military personnel
account increases by only 4.6 percent relative to the 2018
request), it compounds over time. Increasing the size

of the force may improve readiness in the near term,

but it also has the potential to crowd out investment in
next-generation combat systems well into the future.



The Navy and Marine Corps

The Department of the Navy’s budget request for

2019, which includes both the Navy and the Marine
Corps, increased by just under 8 percent over the 2018
President’s Budget request, for a total of $194.1 billion.
The Navy and Marine Corps will spend much of this
increase on additional ships, aircraft, and personnel.

The Navy argues that these increases would improve
readiness, the lack of which has been cited as one of

the factors in 2017’s fatal ship collisions and aviation
mishaps.’” Newer equipment could reduce maintenance
requirements; more ships across the same missions could
lessen stress on the fleet; and more sailors and Marines
could allow more time for training. However, it may not
be possible for the Navy to buy its way out of all its readi-
ness problems in this way, even with a budget increase of
$14 billion above last year’s original request.

Ships

As it does every year concurrently with the President’s
Budget request, the Navy released its “Report to Congress
on the Annual Long-Range Plan for Construction

of Naval Vessels for Fiscal Year 2019,” also known as

the 30-year shipbuilding plan.*® Both the budget request

and the shipbuilding plan show an increase in the size

of the fleet, although the Navy’s stated goal of achieving
355 battle force ships, first announced in December 2016,
remains distant - somewhere in the 2050 timeframe with
options for accelerating growth to get to 355 ships in the
2030s.*° The shipbuilding plan is the first of a few areas
in the Navy’s budget request where the tension between
increasing the capacity of the fleet and the capability of
the fleet becomes apparent. Buying less expensive and
less capable ships would grow the fleet more quickly,

an argument made since the beginning of the Littoral
Combat Ship (LCS) program.

It may not be possible for the
Navy to buy its way out of

all its readiness problems in
this way, even with a budget
increase of $14 billion above
last year’s original request.

Instead, the Navy has chosen to invest in more capable
ships, accepting a slower rate of growth. The 2019
30-year shipbuilding plan grows the projected size of
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the fleet by 11 ships over the 2018 plan, projecting a total
of 326 ships in the fleet by 2023. The budget requests
one additional DDG-51 Arleigh Burke—class destroyer
(for a total of three) and one additional T-AO fleet oiler
(for a total of two) over the 2018 request. The request
reduces the LCS buy from two to one in preparation for
transition to the Navy’s next-generation frigate program.
These Arleigh Burkes offer far more capability than the
smaller LCSs, particularly missile defense capability, but
they come at about three times the cost per ship.
Furthermore, in light of the evolving threat envi-
ronment and the strategy’s prioritization of strategic
competition with China and Russia, one might have
expected to see increased investment in submarines,
either along with or instead of some of the growth in the
surface fleet. It is no secret that the United States faces
increased threats to the surface fleet.*? At the same time,
the U.S. Navy enjoys an advantage in the subsurface
domain.®® But instead of growing the subsurface fleet,
the Navy has chosen to sustain the investments made in
previous years rather than using some of their additional
topline to grow this part of the fleet. The budget request
holds the SSN Virginia-class fast attack submarine buy
rate steady at two per year. The budget continues plans
to replace the current SSBN ballistic missile submarines
with new Columbia-class boats, requesting $6 billion
in procurement and another $514.8 million in research,
development, testing, and evaluation (RDT&E) for this
purpose in 2019. In addition, the Navy’s RDT&E budget
sustains investment in unmanned undersea vehicles,
totaling $227.2 million for 2019.

Aviation

Carrier aviation is another area where the Navy’s desire
to increase both capacity and capability compete for
available resources. Currently the vast majority of Navy
strike fighters are fourth-generation F/A-18 variants,
while the Navy will not deploy its first operational
fifth-generation F-35C squadron until 2021.** The budget
request buys more of both aircraft, but favors fourth-gen-
eration capacity over the additional capabilities of the
fourth-generation F-35C. The budget requests five more
F-35Cs than the Navy asked for in 2018, for a total buy of
nine. At the same time, the budget request increases the
F/A-18E/F Super Hornet buy from 14 aircraft in 2018 to
24 in 2019. In addition, the Navy is investing in service
life extension for many existing Hornets and Super
Hornets, running them for 8,000 to 10,000 hours, as
opposed to the original design life of 6,000 hours. End of
service life for F/A-18A-D aircraft is challenging carrier
aviation capacity; without increased investment, there
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may not be enough available aircraft to fill out the current
carrier air wings. Super Hornets can be had at lower cost
than F-35Cs, which we can assume is a key consideration
in the Navy’s decision to procure nearly three times as
many F/A-18E/Fs as F-35Cs. But the delay in getting
fifth-generation stealth aircraft onto carrier decks, a
critical capability in any conflict with an adversary pos-
sessing advanced air defenses, seems inconsistent with a
strategy that prioritizes strategic competition with China
and Russia. On the other hand, the Navy’s budget request
also increases the planned P-8A buy by three over the
2018 request, for a total of ten. These aircraft provide
anti-submarine warfare capabilities critical to counter
both Chinese and Russian undersea operations and
replace P-3s that are nearing end of service life.

The Marine Corps continues to buy the short
take-off /vertical landing (STOVL) variant of the F-35
at a steady rate of 20 per year. These new F-35Bs are
required to replace the Marine Corps’ AV-8B Harriers
and F/A-18A-D Hornets, which are at end of their
extended service life.

The Navy’s RDT&E request does not contain much
that is new in terms of aviation, but it does continue to
invest in several significant programs already in develop-
ment. The request provides $718.9 million for unmanned
carrier aviation, including the MQ-25, which will extend
the range of carrier-launched aircraft by providing badly
needed tanking capacity.*® Formerly the Unmanned
Carrier Launched Airborne Surveillance and Strike
(UCLASS), the MQ-25 concept’s focus on refueling is a
departure from the Navy’s original plan to develop an
unmanned surveillance and strike platform. The Navy
also requests $574.8 million to continue development of
the next generation jammer, required to keep up with the
evolution of electronic warfare — defending U.S. military
use of and attacking adversary use of the electromag-
netic spectrum. Last but not least, the RDT&E request
provides an additional $511.5 million for F-35 continuous
capability development and delivery.

Readiness

The aforementioned increase in the number of ships and
aircraft in the Navy could improve readiness by reducing
stress on these fleets. In theory, more platforms across
the same number of missions should mean increased
time for training and maintenance, while newer plat-
forms should reduce maintenance requirements. But

it could also exacerbate readiness challenges into

the future, as a bigger Navy and Marine Corps means
more ships and aircraft to maintain. The budget does
not increase the capacity of maintenance depots, nor
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does it significantly grow maintenance funding. The
Navy asserts that maintenance accounts are funded to
maximum executable levels, meaning that they provide
funding to put as many ships and aircraft through the
depots as those depots can handle in a single year. But
whether or not the Navy has enough depot capacity in
the first place is another question entirely. Current Navy
plans, such as service life extension for F/A-18s and mod-
ernization of the cruiser fleet, will stress depots further.
Itis not at all clear that the Navy’s budget request funds
the maintenance capacity required to keep its growing
fleet in fighting shape.

Both the Navy’s and the Marine Corps’ end strengths
grow in the 2019 budget request in service of improving
readiness. The 2019 request grows the Navy by 7,500
sailors, for a total of 335,400 in the active component,
and increase by a further 9,400, for a total of 344,800
sailors by 2023.% Much of this growth is required to
man the new ships the Navy is bringing into the fleet.
The remainder fills gaps in existing force structure,
adding additional manning to support things like the
plan to have two crews per LCS, known as blue and gold.
The Marine Corps grows by 1,100 Marines in the 2019
request, for a total 0f 186,100. The Corps will grow by an
additional 300 Marines, for a total of 186,400 by 2023.#”

Like the other services, the Navy uses its 2019 budget
request to build munitions stocks. For the second year,
the Navy requests funds to procure the Air Force’s Small
Diameter Bomb IT (SDB II), effective against mobile
targets in all weather from stand-off range. It appears
the Navy is pleased with SDB II, as it plans to increase its

buy from 90 in 2018 to 750 in 2019. The Navy will also
increase procurement of another joint munition, the
AIM-9X Sidewinder, from 185 missiles in 2018 to 192
in 2019. Additionally, the Navy is increasing procure-
ment of ship self-defense missiles, growing its Rolling
Airframe Missile buy from 60 in 2018 to 120 in 2019.

Conclusion

The Navy and Marine Corps’ planned investments in
more ships, newer aircraft, and additional personnel
may alleviate some of their readiness concerns by
increasing the size of the fleet available to meet oper-
ational requirements and by lowering maintenance
requirements. The Navy and Marine Corps make a read-
iness-based case for these increases in ships, aircraft,
and personnel, arguing that more platforms and people
dedicated to the same number of missions will allow
more time for training. However, the budget does not
include significant increases in maintenance capacity or
training funding, nor does it indicate a planned reduc-
tion in operations. Buying more ships and aircraft alone
will not fix all the underlying issues that resulted in
fatal ship collisions and aviation mishaps in 2017, which
include inadequate training and crew fatigue.** It is not
entirely clear that the Department of the Navy’s 2019
budget request has adequately prioritized solutions

to these deficiencies. Even with $14 billion in topline
growth over its original 2018 budget request, the Navy
may still have to explore other ways of reducing stress
on the fleet in order to restore readiness, including
reducing operations.



The Defense-wide Account
|

The Defense-wide account, colloquially known as the
Fourth Estate, provides funds for all DoD activities that
do not fall under one of the military services, including
the Office of the Secretary of Defense, the Joint Staff,
Special Operations Command (SOCOM), and defense
agencies and field activities like the Missile Defense
Agency (MDA), the Defense Health Agency (DHA), and
the Defense Logistics Agency (DLA). The Defense-wide
account is smaller than any of the services and grew less
than each of the services, about 5 percent over the fiscal
year 2018 request.? This comparatively low growth is
consistent with direction from Congress to cut funding
for DoD major headquarters by 25 percent by 2020 and
with general concern, in and out of Congress, about

the size and hierarchical nature the Fourth Estate.*
However, Defense-wide funding remains essential to
several critical DoD missions: defending the United
States against missile threats; supporting special
operations forces; and developing groundbreaking tech-
nologies, to name three. Moreover, in any organization,
but particularly in one the size of DoD, headquarters
and back-office functions like human resources and
accounting are essential to a well-functioning enterprise.

Further indiscriminate

cuts to the Defense-wide
accounts would be damaging
to the department’s
warfighting efficacy.

DoD has committed to improving the efficiency and
effectiveness of the Fourth Estate.” However, further
indiscriminate cuts to the Defense-wide accounts would
be damaging to the department’s warfighting efficacy, as
the following examples will show.

Missile Defense Agency

The Missile Defense Agency (MDA) is a research,
development, and acquisition organization focused on
protecting the homeland from ballistic missile threats
(known as national missile defense) and on protecting
U.S. military installations and allies overseas from
ballistic missile threats (known as regional or theater
missile defense). Both the Trump administration and
Congress have prioritized missile defense in recent years,
increasing funding for MDA in the 2017 appropriation
and through amendments to the President’s 2018 Budget

19
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request. The requested 2018 and 2019 funding increases
are driven in part by the growing ballistic missile threat
from North Korea. The administration requests $9.9
billion for the agency in 2019, a very substantial increase
of 26 percent over the original 2018 President’s Budget
request.® MDA plans to spend the bulk of this funding on
research, development, test, and evaluation (RDT&E).

It will also spend about a quarter of its 2019 funding
request on procurement of national missile defense
systems, like Ground-based Midcourse Defense (GMD),
and theater missile defense systems, like Terminal High
Altitude Area Defense (THAAD).* The forthcoming
DoD Missile Defense Review should shed additional
light on the department’s priorities in this space, but this
budget request makes clear that missile defense is a high
priority for the Trump administration.

Special Operations Command

Special Operations Command (SOCOM) is a func-
tional combatant command charged with supporting,
directing, and overseeing U.S. special operations forces
globally. The services provide personnel, platforms, and
operational support to SOCOM, but many platforms,
munitions, and research and development projects
unique to special operations are funded under SOCOM
in the Defense-wide account. The Department requests
over $13 billion for this purpose in 2019. This request is
about $1 billion more than the 2018 request, continuing
atrend of growth in SOCOM funding. The majority of
these funds, over $9 billion, directly support special
operations forces’ operations and training.’ Most of the
remainder goes toward procurement of special opera-
tions-specific weapons systems and modifying general
purpose platforms for use by special operations forces,
both of which are enabled by SOCOM’s dedicated pro-
curement authority.”

Defense Advanced Research Projects Agency
The Defense Advanced Research Projects Agency’s
(DARPA) mission is to identify and develop break-
through national security technologies. DoD established
DARPA following the 1957 Soviet launch of the Sputnik
satellite to ensure that in the future, the United States
“would be the initiator and not the victim of strategic
technological surprise.”® DoD requests over $3 billion in
RDT&E funding for DARPA in 2019, about the same as
the 2018 request.” While the details of DARPA’s projects
are largely classified, research areas include biomedical
technology, advanced aerospace systems, network-cen-
tric warfare technology, advanced electronics, and sensor
technology. Many of DARPA’s research projects have
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eventually made their way into the commercial sector;
the Global Positioning System, or GPS, is one of the more
notable examples.

Conclusion

While much of what the Defense-wide account funds
can be classified as back-office functions, substan-
tial portions of this budget category go directly to

the heart of DoD’s mission. DoD can and should find
more efficient ways to do things like human resources
management and accounting, but capricious cuts to
the Defense-wide account, based on the mistaken
perception that it is all overhead risk damaging the
department’s warfighting efficacy, as these three
examples demonstrate.

Conclusions and Next Steps
—

The 2019 President’s Budget request for the Department
of Defense grew by $40 billion over the total requested
in 2018.°°Having now reviewed every line item, figuring
out what grew (end strength and procurement), what
was cut (not much), and what stayed about the same
(training and maintenance), we can draw a few con-
clusions. Forty billion dollars is an enormous sum.
However, once we account for inflation and cost growth
above inflation in personnel and maintenance accounts,
the increase is likely not enough to execute the admin-
istration’s ambitious new National Defense Strategy

- though in fairness, it is rare that an administration

can honestly claim that its strategy is fully resourced.®*
Furthermore, the administration has not spent these
funds to greatest effect. 2019 was the best chance for
the Trump administration to reshape the future joint
force. Instead of doing so by directing most of this new
investment toward the strategy’s priority of strategic
competition with China and Russia, the department’s
request spreads it around like peanut butter, investing
just a bit more money across a great many existing
programs and activities. Any budgeteer will tell you that
it is much easier to make new investments when there

is new money to back them (i.e., money not already
claimed by a program), rather than having to take money
from existing programs (which have advocates prepared
to defend those funds fiercely in the budget process).
Funding levels for 2020 to 2023 released along with

the 2019 budget request indicate that there is no new
influx of cash coming for defense. Consequently, the
administration has missed its best chance to reshape the
joint force by deciding instead to more or less sustain
the status quo.
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The Strategy and the Budget
Budgets should not announce strategy, but it would be
foolish not to look at them as evidence of an adminis-
tration’s priorities. Budgets can also reveal what vague
or overbroad strategies do not: what the administration
plans to deemphasize, or where it has decided to accept
risk. Though the unclassified summary of the National
Defense Strategy, released just a month prior to the
President’s Budget request, does identify clear priorities,
notably strategic competition with China and Russia, it
does not indicate any areas that DoD intends to deem-
phasize or provide guidance on where or how to accept
risk. We hope that the complete, classified version of
the strategy provides this guidance to the department.
However, if it does not, the strategy attempts to be every-
thing to everyone, an unexecutable ambition.

The department’s budget request has the same lack
of focus. In this sense, the two are aligned, which is the
good news. The bad news is that without guidance about
what to stop doing or to do less of, DoD is saddled with
more mission than it can afford to sustain. The depart-
ment has spent the past several years taking a series of
peanut-butter-spread cuts (i.e., cuts that skim a bit off

into space. This level of investment is one of the
reasons why Congress continues to be frustrated by
the department’s lack of attention to space, despite
DoD’s focus on space capability in public statements
and strategy documents. Conversely, the Air Force
has substantially increased investment in its Next
Generation Air Dominance program, designed to
ensure continued technological advantage in the

air domain decades into the future. So while the Air
Force may be the smallest it has ever been, it remains
the service most focused on retaining overmatch
into the future.®*

The Army received the largest increase in this
budget cycle, 10 percent more than its 2018 request.®
However, due to a series of failed modernization
programs, the Army finds itself without next-gen-
eration systems ready to enter production and

in which to invest this influx of new funding.%
Instead, the service is pumping billions into keeping
its legacy combat systems like Abrams tanks and
Bradley Fighting Vehicles going. However, General
Dan Allyn, former Vice Chief of Staff of the Army,

Budgets should not announce strategy, but it would be foolish
not to look at them as evidence of an administration’s priorities.

the top of most organizations and programs, rather than
cutting entire programs or activities). At least these cuts
were accompanied by attempts to reduce DoD’s obliga-
tions (e.g., the 2012 Defense Strategic Guidance decision
that the force “will no longer be sized to conduct large-
scale, prolonged stability operations”).®* What we now
see is the opposite — a series of peanut-butter-spread
adds, which is a perplexing approach given that the
strategy’s expansion is focused on strategic competition
with China and Russia. We are left to conclude that the
budget appears insufficient to meet the administration’s
strategic ambition. For example:

® The Air Force grew at the lowest rate of the three
military departments, a mere 6 percent over its 2018
request.® This outcome is difficult to justify, given
the Air Force’s responsibility for so many advanced
capabilities required to retain a technological advan-
tage over Chinese and Russian competitors - the
priority announced in the strategy. In particular,
investment in space remains insufficient to recap-
italize existing systems and invest in the new
capabilities required to cope with a war that extends

has stated that these legacy systems leave the Army
“outranged, outgunned, and outdated” and “at risk
of losing overmatch in every domain.”®” Prior to
releasing the budget request, the Army announced
new modernization priorities and plans to revamp
its requirements and acquisition processes to speed
development of next-generation systems.*® But for
now, the nation is left with a decidedly unmodern
ground force, one that is thoroughly capable of
continuing current missions in the Middle East

and confronting regional adversaries such as North
Korea but that may find itself inadequately equipped
to face an adversary with the most advanced battle-
field capabilities.

The Navy and Marine Corps’ 2019 request came in at
the middle, at about 8 percent over its original 2018
request.”” Unfortunately, its plan remains unbal-
anced, investing in new ships and aircraft (though
not as many as one would expect given the Navy’s
force structure goals) but without the training and
maintenance capacity required to ensure a ready
force. This decision is inconsistent with findings



regarding the root causes of 2017’s ship colli-

sions and aviation mishaps - factors like inadequate
training and crew fatigue.”® Furthermore, the request
does not adequately emphasize investment in the
kinds of capabilities that would make a difference in
a fight with China or Russia. For example, the Navy
chose to buy far more fourth-generation F/A-18E/F
Super Hornets than stealthy fifth-generation F-35Cs.
The request also does not substantially increase
subsurface capability or capacity, a domain where
the United States currently retains an advantage over
the competition.” In sum, this budget request will
not solve the readiness problems currently plaguing
the Navy (low ship and aircraft availability and
inadequate training), nor will it adequately prepare
the Navy to fight in a future conflict against a highly
capable adversary.

These deficiencies are emblematic of the Trump
administration’s approach to the distribution of new
defense resources. Instead of aggressively going after
known challenges in the space domain or significantly
increasing investment in areas like undersea warfare,
where the United States has a known asymmetric advan-
tage over the advanced capabilities of its rivals, the 2019
budget request generally just does more of the same. An
influx of $40 billion presented the department with an
incredible opportunity to reexamine what it wants the

These deficiencies are
emblematic of the Trump
administration’s approach
to the distribution of new
defense resources.

future joint force to look like and then begin to make

it so. Instead, the administration is doubling down on
combat systems that are already out-of-date, like the
Abrams tank and the Super Hornet. There is logic in this
approach. DoD has cash in hand today, but the future
remains uncertain. Investing in developmental programs
is wise only if there will be money in future years to
bring those programs into production. Instead of taking
this chance, the department has for the most part opted
to buy tried-and-true systems that are available today.
Without stability in the defense budgets, it is difficult

to blame the department for going this safer route.
However, another influx of cash of this magnitude does
not appear on the horizon. In this sense, the department
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missed the rare opportunity presented for the 2019
budget request to make significant changes to the future
years’ defense programs.

Next Steps

The President’s Budget is the first step in the process; it
is the administration’s request to Congress for resources.
It is now up to Congress to decide how much money it
will give the department and how the department may
spend that money. Unfortunately, Congress has a pretty
terrible track record of providing timely and stable
defense budgets. Congress has made a deal to adjust
discretionary budget caps for both fiscal years 2018 and
2019, increasing the caps on national defense spending by
$80 billion for fiscal 2018 and $85 billion for fiscal 2019
over the original caps defined by the Budget Control Act
of 2011.72For fiscal year 2018, Congress has also finally
passed a defense appropriation, halfway through the
fiscal year. DoD now has less than six months to spend
an additional $30 billion, which will be difficult if not
impossible. DoD Comptroller David Norquist sought
additional flexibility from Congress to allow the depart-
ment to execute this additional funding.”® Congress has
provided DoD with some limited additional spending
flexibility, but it will still be difficult to execute these new
funds efficiently, ensuring that taxpayer dollars go to the
department’s highest priorities.”

Now that Congress has appropriated funds for 2018,
the defense authorizing committees (Senate and House
Armed Services) will begin work on the 2019 National
Defense Authorization Act (NDAA). This bill provides
DoD with the authority to spend money, but not with
the money itself; providing funds is the remit of appro-
priations bills, which are developed with real resource
constraints. As a result, the funding levels contained in
the NDAA are frequently higher than those in the final
appropriation. The appropriations committees (Defense
Subcommittees of House and Senate Appropriations)
usually begin their work after the authorizing commit-
tees are close to finalizing the NDAA. They develop a
defense appropriations bill that is usually passed as part
of an omnibus federal funding package but is occasion-
ally taken up on its own, if Congress wishes to fund DoD
before it is ready to provide funds for the rest of the
federal government.

The two-year budget deal, covering both fiscal years
2018 and 2019, should, in theory, allow Congress to pass
a 2019 budget on time, before the new fiscal year begins
on October 1. If Congress does so, it would be the first
time since 2009. However, this outcome is not assured.
As recently as 2017, Congress elected not to abide by
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the second year of a two-year budget deal, resulting in
the longest string of continuing resolutions in recent
memory. Furthermore, Office of Management and
Budget Director Mick Mulvaney has already indicated
that he would like to alter the terms of the current budget
deal by reducing funding for non-defense discretionary
accounts to levels lower than what the post-deal caps
provide, which is not a good sign for the deal’s future.”®
The 2018 midterm elections add another layer of com-
plexity. If either Republicans or Democrats choose to
walk away from the budget deal, the result will likely be
another round of long continuing resolutions, potential
shutdowns, and continued budget chaos.”

Beyond 2019
Even if the current two-year deal survives its full term,
the law of the land requires a return to the draco-
nian 2011 Budget Control Act caps for fiscal year 2020
unless Congress negotiates yet another deal, reinforcing
the continued instability and uncertainty in the defense
budgeting process.”” Both the White House’s Office of
Management and Budget and DoD have committed to
a Future Years Defense Program (FYDP) that increases
the defense budget by around 2 percent per year from
2020 to 2023. Under the most optimistic assumptions,
this growth may just cover inflation. Consequently, we
can predict that DoD will not be receiving any additional
windfall in the near to mid-term. The best it can hope for
is to hold on to the planned 2018 and 2019 funding levels.
Further complicating matters, the future of Overseas
Contingency Operations (OCO) funds remains an open
question. OCO funds were designed to help the depart-
ment get the funds it needed to prosecute the wars in
Iraq and Afghanistan as those conflicts evolved. When
used appropriately, they provide increased transparency
on the costs of war. However, following the 2011 Budget

We can predict that DoD will
not be receiving any additional
windfall in the near to mid-
term. The best it can hope for
is to hold on to the planned
2018 and 2019 funding levels.

Control Act, OCO funds, which are not subject to the
spending caps, were the only release valve available for
an overpressurized defense budget. Congress, the White
House, and DoD were all complicit in using OCO funds to
support enduring requirements such as ship operations

and permanent infrastructure in the Middle East. In pre-
senting the 2019 budget request, DoD Comptroller David
Norquist announced an intent to gradually shift enduring
costs currently in OCO into the base budget over the next
several years, an intent that the Obama administration
shared.” However, doing so without reducing DoD’s
overall topline is contingent upon Congress granting
further relief from the existing base budget caps - a tall
order, to say the least.

Conclusion

Deputy Secretary of Defense Patrick Shanahan has
described the 2020 budget request as “the masterpiece,”
but in fact it might be the Trump administration’s last
chance.”” It is the last budget that this administration will
execute before the 2020 presidential election. In truth,
this administration has already missed its best chance

to make substantial changes to the defense program.
There is logic to the department’s decision to empha-
size acquiring or upgrading existing systems rather than
more aggressively persuing next-generation systems,
given continued uncertainty and instability in future
defense budgets. However, the opportunity presented

by a large increase in topline to pursue the kinds of
programs that will keep the U.S. military competitive
against China and Russia into the future is rare indeed,
and the 2019 President’s Budget request for defense does
not make the most of it.
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