The New Budget Will Not Be Realistic….

But a Realistic Budget Would Not Be Affordable
The FY 2008 Defense Budget and the Future Years Defense Program (FYDP) for FY 2008-13 will not be realistic.
· The FY 2008 president’s budget for defense is likely to ignore as much as $30 billion in realistic costs.
· The FYDP for FY 2008-2013 may understate the realistic costs of Bush administration plans by a full trillion dollars, including hundreds of billions of dollars in war costs.

· Realistic pricing of the administration’s plans could raise by a full percentage point the average annual share of GDP allotted to defense.

A realistic FYDP would not be affordable under current tax and budget policies.

· Baby boomers will become eligible to retire in large numbers during the FYDP period.

· Realistic pricing of the FYDP would add more than a trillion dollars to the federal debt at a time when tough national choices are on the table.
	Costs for Wars in Iraq, Afghanistan, and Global War on Terrorism

	Budget Authority ($ Billions)
	FY 2008
Request
	FY 2008-13 FYDP

	Alternative 1: Wars in Iraq, Afghanistan, Global War on Terror Continue At Current Levels
	
	

	      Total costs of Alternative 1 
	121-145
	760-940

	      Costs likely to be included in regular request & FYDP
	121-145
	121-145

	      Costs likely to be ignored in regular request & FYDP
	0
	639-795

	Alternative 2: Begin withdrawal from Iraq in 2008, troops out of Iraq by 2011, some deployments continue elsewhere 
	
	

	     Total costs of Alternative 2
	90
	285

	     Costs likely to be included in regular request & FYDP
	90
	90

	     Costs likely to be ignored in regular request & FYDP
	0
	195

	Sources: CBO, CRS.



The DoD’s Future Years Defense Program May Understate Realistic Costs by a Full Trillion Dollars
	Realistic Costs That Will Probably Be Ignored
In the Department of Defense Budget

	Budget Authority ($ Billions)
	FY 2008
Request
	FY 2008-13 FYDP

	Continue wars in Iraq, Afghanistan, Global War on Terror At Current Levels
	0
	639-795

	Net new cost to permanently expand Army and Marine Corps by 92,000 troopsa
	8
	58b

	Increase Army recruiting and reenlistment resources to support expansion
	0.5
	3

	Increase annual military pay raises by 0.5 percent over plan
	0.3
	6

	Increase annual civilian pay raises by 0.5 percent over plan
	0.2
	4

	Unplanned cost growth for new military equipment
	18
	120

	Retain current cost-sharing arrangements for health care of military retirees under age 65
	0.8 c
	16 c

	Savings anticipated from privatization of family housing not realized
	1-2
	6-12

	Total realistic costs not likely to be included in the DoD figures (assuming wars continue at current levels)
	29-30d
	852-1,014e


	Sources: CBO, CRS, and press reports.

Notes:

a. The expansion would bring the size of the active-duty Army to 547,000 soldiers and the active-duty Marine Corps to 202,000 marines. Regular appropriations through 2007 provided funding for 482,000 soldiers and 175,000 marines. The Army ended 2006 with some 507,000 soldiers, the Marine Corps with some 179,000 marines. Through 2007, the personnel costs of the 25,000 soldiers and 4,000 marines added since 2001 were paid for through supplemental appropriations. For this table, the personnel costs of those post-2001 additions to force size that have already been made (about $3 billion in FY 2008 and $18 billion over the six-year FYDP) are included in the cost to continue wars in Iraq, Afghanistan, and Global War on Terror at current levels; the figures shown in this row are net of those costs.
b. The Army’s estimate for its share of the expansion is reportedly some 30 percent higher than the one included here.

c. These estimates assume that DoD requests an increase in copays and enrollment fees for those beneficiaries similar to the FY 2007 request rejected by Congress last year, and that Congress again rejects the plan.
d. Assumes the war in Iraq continues and the full costs of wars are included in the regular FY 2008 budget request.
e. Assumes the war in Iraq continues and the full costs of wars are included in the regular FY 2008 budget request. If instead a drawdown begins in 2008 and is completed by 2011, then total costs not likely to be included in the FYDP would come to about $400 billion.  
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