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The Cost of Culture
Controlling DOD’s Runaway 
O&M Spending

s ince September 11, 2001, the 
Department of Defense (DOD) 
has been engaged continuously 
in combat. As operations subside 

and DOD attempts to recapitalize its forces, it 
faces a different yet extremely critical threat: 
unsustainable operations and maintenance 
(O&M) cost growth. O&M costs are skyrock-
eting, reducing funding available for recapi-
talization. With major budget cuts looming, 
DOD must address the root causes of the 
rising costs.

Several recent studies have attempted 
to pinpoint the root cause of the huge O&M 
cost growth. Many have discussed growing 
healthcare costs and others have dwelled on 
the increased use of contracted support.1 
These are only symptoms of the problem, 
not the root causes. The O&M cost growth 
is, at its core, due to an underlying culture 
that does not incentivize development of cost-
effective solutions. DOD must counter this 
growth by instituting incentives and rewards 
that encourage unit-level commanders to 

accomplish their assigned missions under 
budget. Effective incentives vary depending 
on whether DOD is operating at steady-
state, in a war, or absorbing a postconflict 
drawdown. Potential solutions for each case 
are presented herein.

Background
O&M Defined. Six primary accounts 

comprise the DOD budget: O&M, military 
personnel (MILPERS), procurement, research 
and development (R&D), military construc-
tion (MILCON), and family housing. The 
current analysis focuses on O&M trends. 
O&M funds pay for DOD’s “day-to-day” oper-
ating expenses including:
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Training, supply, and equipment maintenance 
of military units as well as the administrative 
and facilities infrastructure of military bases; 
salaries and benefits for most DOD civilian 
employees; depot maintenance activities; 
fuel purchases; flying hours; base operations; 
consumable supplies; health care for Active-
duty Service personnel and other eligible 
beneficiaries; Reserve Component operations; 
and DOD-wide support operations includ-
ing several combat support agencies, four 
intelligence agencies, and other agencies that 
provide common information services, con-
tract administration, contract audit, logistics, 
and administrative support to the military 
departments.2

In addition to the regular (“base”) 
budget, Congress can approve supplemental 
appropriations. Unless otherwise specified, 
the budget data presented herein include the 
total funding provided to DOD—both the 
base budget and supplemental funds—and 
will be in fiscal year (FY) 2005 dollars. Also, 
for visual “smoothness” of the graphs, the 
partial-year “TQ” budget data from 1976 
(when the start of the FY shifted from July to 
October) are not included.3

o&M trends
The DOD budget has nearly doubled 

since 9/11 (figure 1), with O&M costs skyrock-
eting (figure 2). Although figure 2 also shows 
increases in MILPERS, procurement, and 
R&D spending, O&M costs grew faster, thus 
increasing the O&M share of the DOD budget 
(figure 3). This relative growth in O&M 
spending is squeezing out funds available for 
recapitalization (procurement and R&D), a 
process sometimes referred to as a “weaken-
ing of the defense dollar.”4 Because of O&M 
growth, each taxpayer dollar no longer buys 
the same amount of new defense capabilities.

Two top-level metrics exist to track 
and assess O&M trends. The first is a simple 
analysis of the O&M history from figure 3. 
Aside from the 1980s Reagan-era buildup 
(which injected huge sums into procure-
ment, thus reducing the percentage going 
towards O&M), O&M has steadily con-
sumed an increasing share of DOD’s budget 
(figure 4). The two trend lines in figure 4 are 
exactly parallel, indicating that the rate of 
increase (as a percentage of the DOD budget) 
has been nearly constant at approximately 
0.63 percent per year. While 0.63 percent 
may not sound extravagant, over time the 

continual growth has accumulated to the 
point where it has become significant and 
has led to the weakening of the defense 
dollar mentioned above.

The Congressional Budget Office 
(CBO) prefers to assess O&M spending in 
terms of operating cost per Active-duty 
soldier (figure 5).5 Despite the Reagan 

Figure 1. National Defense Budget History

0

100

200

300

400

500

600

700

800

900

1,000

19
40

19
42

19
44

19
46

19
48

19
50

19
52

19
54

19
56

19
58

19
60

19
62

19
64

19
66

19
68

19
70

19
72

19
74

19
76

19
78

19
80

19
82

19
84

19
86

19
88

19
90

19
92

19
94

19
96

19
98

20
00

20
02

20
04

20
06

20
08

20
10

20
12

 (
es

t)
20

14
 (

es
t)

20
16

 (
es

t)

$B
, C

o
n

st
an

t 
FY

20
05

 D
o

lla
rs

National Defense DODWWII

Korea Vietnam 1980's Buildup

9-11/war on terror

Source: Office of Management and Budget, “Historical Tables, Table 3.2—Outlays by Function and Subfunction: 
1962–2017,” available at <www.whitehouse.gov/omb/budget/Historicals>. Table 10.1 provides scale factors to convert 
the raw budget numbers into fiscal year 2005 constant dollars. See “Historical Tables, Table 10.1—Gross Domestic 
Product and Deflators Used in the Historical Tables: 1940–2017.”

Figure 2. DOD Budget History by Major Appropriation Category

Source: Office of Management and Budget, “Historical Tables, Table 3.2—Outlays by Function and Subfunction: 
1962–2017,” available at <www.whitehouse.gov/omb/budget/Historicals>.
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buildup and post–Cold War “peace dividend,” 
the growth in the O&M cost per soldier was 
relatively constant from 1980 to 2001, at 
approximately $2,300 per year.6 The CBO’s 
major concern is that after 9/11, the cost 
per soldier departed significantly from the 
historical trend. It is now considerably more 
expensive to support each soldier in the field.

In addition to the general growth in 
O&M spending, after each previous major 
buildup O&M funds never returned to 
their pre-surge levels (see figure 6). Prior to 
Vietnam, O&M funding averaged approxi-
mately $84 billion; during the postwar draw-
down, it plateaued to around $100 billion (a 
19 percent increase). After the 1990s peace 
dividend drawdown, steady-state O&M 
funding grew another 20 percent to $120 
billion. Thus, the postdrawdown O&M budget 
tends to plateau approximately 20 percent 
above its prebuildup value. If history is any 
indicator, one could expect that future budget 
cuts would not return O&M spending to its 
pre-9/11 state.

The continual growth of O&M costs, 
particularly the post-9/11 explosion, has 
raised serious concerns. Because O&M 

spending comprises the largest share of the 
U.S. defense budget, any deep cuts must 
include significant reductions in O&M. 
These reductions cannot be a “one time good 
deal”; DOD must also make core procedural 
and/or cultural changes to arrest the relative 
O&M cost growth (figure 4) that is weaken-
ing the defense dollar. There are several 
underlying causes driving these increases, 
depending on whether one examines steady-
state growth, the wartime cost explosion, or 
postconflict drawdowns.

Use It or Lose It: Steady-
state o&M Growth

Upon entering the main gate of nearly 
any operational Air Force base, one of 
the first sights greeting a visitor will be a 
board showing progress on the flying hour 
program—specifically, the hours remaining 
to burn off before the end of the year. The 
goal is to use them all. The fact that these 
boards are so universally accepted high-
lights a significant problem driving O&M 
cost growth: the “use it or lose it” culture. 
Although this example is from the Air Force, 
that mentality is universal throughout DOD.7

The use-it-or-lose-it theory advocates 
that a commander must spend his entire 
allocated budget each year or suffer probable 
budget cuts the following year. If a unit does 
not spend all its funds, it obviously did not 
need them all. In addition, commanders who 
acquire external funds to bolster their budget 
are often praised; increasing one’s operating 
budget is viewed as a good thing.8 With this 
mindset (barring any major directed cuts), the 
O&M budget has nowhere to go but up.

Others examining O&M growth trends 
have proposed alternative rationales for the 
shift of funds from investment to operations. 
Possible reasons include increased costs for 
operating new weapons systems, operating old 
weapons systems, civilian personnel compen-
sation, health care, installation security, and 
changes to acquisition approaches.9 Because 
O&M encompasses so many functions, 
these analysts deem it nearly impossible to 
determine the cause of the overall growth and 
therefore refrain from recommending correc-
tive actions.10 They ignore a key commonality 
among all these issues: an underlying culture 
that does not incentivize a commander to 
execute his mission under budget and return 
the unspent funds.

To halt the continual rise of O&M 
spending, DOD must institute incentives and 
rewards that encourage unit-level command-
ers to accomplish their assigned missions 
under budget. As with any cultural change, 
this will be difficult to implement effectively. 
It will require buy-in across all Services, 
from both commanders and the thousands 
of financial managers ingrained with the 
use-it-or-lose-it mentality. Accordingly, 
unit-level programs are likely to prove the 
most effective. Senior leaders should establish 
tailored savings goals for subordinate units 
as well as determine incentives for achieving 
those goals. Lower level commanders must 
retain the flexibility to determine how best to 
achieve the prescribed goals.

An incentive program modeled on a 
cost-plus-incentive fee (CPIF) type of contract 
might prove effective. In CPIF contracts, a 
contractor receives (as additional profit) a 
share of any savings that occur if he completes 
the contract under budget. A similar incentive 
for a commander would be to restrict initially 
any “quality of life” (QOL) funds, and then 
release them if the unit attains predetermined 
performance milestones under budget. The 
QOL funds released to the unit would be 
proportional to the amount saved. The intent 

Figure 3. DOD Budget History by Major Appropriation 
Category (Percentage)

Source: Office of Management and Budget (OMB), “Historical Tables, Table 3.2—Outlays by Function and 
Subfunction: 1962–2017,” available at <www.whitehouse.gov/omb/budget/Historicals>. Calculated by author using 
data provided in OMB historical tables.
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is not to reduce the QOL funds available to the 
troops; rather, it is to reduce mission operat-
ing costs by linking a desired reward to stated 
efficiency goals.

Also, this recommendation drives a 
requirement to possibly modify funding avail-
ability at the strategic level. Because a unit 
would not receive its QOL funds until after 
it met a given milestone, there would be a lag 
between when it accomplished the work and 
when it received the reward. Across the FY 
break, this implies QOL funds from one year 
paying for milestones achieved the previous 
fiscal year. Especially when operating on a 
continuing resolution, the QOL funds may not 
be available for several months into the new 
fiscal year. Resolving implementation details 
would require careful consideration of how to 
deal with such situations.

Ultimately, whatever system is chosen, 
DOD must find a way to incentivize both 
the commander and his personnel to execute 
the mission cost effectively. Note that 
being cost effective is not the same as being 
efficient with taxpayer dollars. Most com-
manders are currently good at getting the 
most out of the dollars they are given (they 
are efficient), but they are not incentivized 
to execute the mission with fewer dollars 
(cost effectiveness). With incentives in place 
to emphasize cost effectiveness, over time 
a culture would emerge that promoted the 
creativity to design alternate ways to achieve 
the same ends with fewer means—a culture 
that bred true strategic thinkers. That 
would have the positive secondary impact of 
creating wartime planners who considered 
operational effectiveness while controlling 
O&M costs—something not found in today’s 
wartime operations.

Wartime Worries
Assessments in the literature primarily 

focus on two major areas as potential root 
causes of exploding wartime O&M costs: 
increases in healthcare spending and the 
use of contractors to accomplish tasks previ-
ously conducted by military personnel.11 
While both of these issues have resulted in 
substantial cost increases, they are insuf-
ficient to explain the majority of the growth. 
Analysts tend to rationalize the remaining 
growth simply as costs associated with post-
9/11 operations.12 In addition, although these 
discussions reveal that DOD has a problem, 
they do not delve into the root cause(s) 
driving the growth, let alone provide recom-

mendations for how to fix the problem(s).13 
They miss the opportunity to address the 
true problem: an insatiable wartime appetite 
for resources that remains unchecked by the 
civilian leadership.

Chasing the Symptoms, Not 
treating the Disease

DOD healthcare costs have more than 
doubled since 9/11, and budget analysts are 
rightly concerned about how to curb the 

O&M

Figure 4. DOD O&M Budget Trends

Source: Office of Management and Budget (OMB), “Historical Tables, Table 3.2—Outlays by Function and 
Subfunction: 1962–2017,” available at <www.whitehouse.gov/omb/budget/Historicals>. Calculated by author using 
data provided in OMB historical tables.
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Figure 5. O&M Costs Per Active-duty Servicemember 
(Thousands of FY13 Dollars)

Source: U.S. House of Representatives Committee on the Budget, Long-Term Implications of the 2013 Future Years 
Defense Program (Washington, DC: Congressional Budget Office, 2012), 19.

Note: FYDP = Future Years Defense Program; FYDP period = 2013 to 2017, the years for which DOD plans are fully 
specified.

Key: a. For 2002 to 2013, supplemental and emergency funding for overseas contingency operations, such as those in 
Afghanistan and Iraq, and for other purposes is shown separately from the base-budget data. b. CBO projection of 
the base budget incorporates costs that are consistent with DOD recent experience. c. Base-budget data include 
supplemental and emergency funding before 2002. d. For the extension of the FYDP (2018 to 2030), CBO projects the 
costs of DOD plans using the department’s estimates of costs to the extent they are available and costs that are 
consistent with CBO’s projections of price and compensation trends in the overall economy where the department’s 
estimates are not available.
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increases. However, one must also put these 
trends into context and compare them with 
overall O&M cost growth. Since 9/11, health-
care costs have increased approximately $28 
billion in FY13 dollars ($23.5 billion in FY05 
dollars).14 This is about 20 percent of the 
overall O&M cost growth. This is significant, 

but it is not nearly enough to explain the 
entire problem.

Similarly, the costs associated with 
contracted support, although they are increas-
ing substantially, do not explain the entire 
O&M growth phenomenon either. Since 
9/11, the military has relied on increased 

contractor support to meet wartime demands 
without significantly expanding Active-duty 
end strength.15 Between 2000 and 2005, 
support contract costs grew by $37.5 billion 
(73 percent), or approximately 31 percent of 
overall O&M cost growth—a larger share 
than health care, but still not sufficient to 
explain the problem in its entirety.16 One 
cannot simply sum the 20 percent increase 
attributed to health care and the 31 percent 
increase due to support contract and say that, 
between them, they account for 51 percent of 
the overall O&M cost growth; approximately 
14 percent of the contract support cost growth 
was for healthcare purposes, meaning the two 
areas overlap and the sum will be less than 
51 percent.17 In addition, one would expect 
the infusion of contractors to be a step-factor 
expense that jumped once and then leveled off 
over time, but that was not the case.

The question, then, is after personnel 
arrived in theater and the mission had some-
what stabilized, why did costs continue to 
grow? One might attribute this to continued 
growth in the number of deployed person-
nel: additional troops should have meant 
associated O&M costs. Although the number 
of troops in Iraq and Afghanistan did grow 
over time, O&M cost growth outstripped the 
increases in deployed personnel. For instance, 
between 2005 and 2008, the number of 
military personnel in Iraq and Afghanistan 
increased 15 percent, but the corresponding 
O&M costs increased 48 percent.18 Something 
else was the culprit.

An Insatiable Appetite
To understand what is truly causing 

DOD’s huge O&M costs, one must first realize 
that the current O&M growth rate is not 
significantly different than that seen during 
previous large-scale combat operations. Figure 
7 compares the wartime O&M growth rates 
for the first Gulf War, Vietnam War, and 
current operations. The trend lines in figure 
7 are simply an extension of the increase seen 
for the Gulf War copied and pasted over the 
Vietnam and post-9/11 timeframes. Compar-
ing the three major conflicts, one can see that 
in Vietnam, the first year matched the Gulf 
War rate (approximately $12.6 billion per 
year) and then increased for 1 year, and finally 
leveled off significantly in 1967 (more on that 
later). The post-9/11 operations on average, 
over time had the same slope as the Gulf War 
buildup. The difference was that the Gulf 
War lasted less than 1 year while the post-9/11 

Figure 6. DOD O&M Budget Postdrawdown Growth

Source: Office of Management and Budget, “Historical Tables, Table 3.2—Outlays by Function and Subfunction: 
1962–2017,” available at <www.whitehouse.gov/omb/budget/Historicals>.
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growth remained unchecked for 10 years. This 
unrestricted wartime growth in O&M costs is 
the crux of the current dilemma.

The near-constant post-9/11 O&M 
growth rate equates to increasing the wartime 
effort by the same amount each year of opera-
tions. In essence, DOD throws $12.6 billion 
at the problem the first year; if the problem 
persists, DOD obviously did not apply enough 
effort, so it requests that same $12.6 billion, 
plus an additional $12.6 billion the next year. 
Still not done in the third year of conflict, 
DOD requests more—and so on until, after 
more than a decade of war, O&M costs have 
increased $119 billion, or 89 percent. The pre-
vailing military doctrine (“Powell Doctrine”) 
reinforces this tendency to continually ask for 
more. The Powell Doctrine states that if the 
United States is going to use military force, it 
should do so overwhelmingly and crush the 
enemy.19 The inverted implication is that, if 
we have not yet crushed the enemy, we have 
not yet applied enough military force. Like 
Oliver Twist, the military has a predisposition 
to continually ask for more as long as combat 
operations persist.

For example, consider the Army’s desire 
for full-motion video support (from the Air 
Force) in Iraq and Afghanistan. The Air Force 
supplied 10 Predator Combat Air Patrols 
(CAPs) in 2007 but the Army wanted more.20 
A goal was agreed on to obtain 21 CAPs by 
2010, which the Air Force reached in 2008.21 
The Army wanted more. DOD allocated an 
additional $2 billion to boost the number to 50 
CAPs by 2011.22 The Army wanted more. The 
current goal is 65 CAPs by 2013 and about 125 
by the end of the decade.23 Throughout these 
increases, the Air Force—not the Army—paid 
the bill in both dollars and manpower. As a 
result, there was no incentive for the Army to 
curb its ever-increasing requests for additional 
support. The intent is not to berate the Army. 
This example is simply well documented and 
highlights a key structural problem with cost 
control in joint operations.

Specifically, the supported-supporting 
construct within joint operations does not 
contain natural incentives to curb the appe-
tite of a supported Service. The supported 
Service can continually ask for more, and 
the supporting Service pays the bill. In fact, 
some may argue that the Pentagon culture 
actually incentivizes the supported Service 
to ask for more. If the Services view the DOD 
budget as a zero-sum game, uncontrolled 
resource requests essentially allow the sup-

ported Service to hijack part of the supporting 
Service’s budget. This is doubly beneficial for 
the supported Service in that it obtains more 
funding at the expense of the other Service, de 
facto doubling its budgetary status gain rela-
tive to the other Service.

While some might argue that these 
wartime expenditures were justified to reduce 
casualties, the fact is that “nearly half of the 
growth in defense spending over the past 
decade is unrelated to the wars in Afghanistan 
and Iraq.”24 The military’s first impulse is to 
get what it can while the checkbook is open, 
which is the result of the culture, established 
during peacetime, that, first, does not value 

executing the mission under cost and, second, 
rewards those who can bring in external 
funds to bolster their unit’s budget. Thus, 
the (primary) root cause of the wartime cost 
growth is simply an insatiable DOD appetite 
that remains unchecked by system-intrinsic 
incentives and the military culture. It there-
fore falls on the civilian leadership (including 
but not limited to the President, Secretary 
of Defense, and Congress) to repulse the 
onslaught of defense funding requests, but 
their ability to do that during wartime is 
politically tenuous.

The failure in Vietnam effectively 
neutered the civilian leadership’s ability to 
reject military wartime resource requests. As 
mentioned briefly above, one can see in figure 
7 that the Vietnam O&M expenditure rate 
tapered off significantly in 1967. One might 
believe this indicates that the “Oliver Twist” 
theory presented herein is flawed and that 
the 1967 leveling off occurred naturally. But 
in 1967, General William Westmoreland had 
asked for more but President Lyndon Johnson 
denied his request.25 The most significant 
outcome of this denial was that when the 
United States lost Vietnam, the civilian leader-
ship suffered a reduction in political control 
over the military. No wartime President (or 
Congress) wants to appear as withholding 
resources requested by the military, thereby 
taking unnecessary casualties and risking 
another defeat, especially in a limited war 
where the country is not fully mobilized and 
has apparent Reserve forces to spare. The lack 
of military credentials within the current 

civilian leadership exacerbates this problem: 
who are they to contradict the advice of the 
Nation’s most experienced military person-
nel?26 One of the fundamental principles 
underpinning America’s concept of civilian 
control over its military—that civilian leaders 
determine how much blood and treasure the 
Nation will expend to achieve its objectives—
has broken down.

Post-9/11, the one civilian leader with 
significant defense experience who pushed 
back on the military plans—Donald Rums-
feld—was vilified by both the military and 
media as a micromanager.27 They ignored the 
fact that Rumsfeld’s establishment of limits 

on the allocated resources was part of his job. 
Rumsfeld’s failure was not a result of limiting 
the resources allocated to the Iraq War; rather, 
it was not pushing the military for a workable 
strategy to secure the peace within the exist-
ing resource constraints (developing alternate 
solutions that adjusted the ends or ways to 
fit the means available) and not challeng-
ing the assumptions on which U.S. Central 
Command based its “Phase 4” planning.28 Yet 
the resultant struggles in Iraq reinforced the 
military’s “we told you we needed more” atti-
tude. With the country wary of finding itself 
in another Vietnam, military leaders recog-
nized the leverage they possessed and pushed 
for additional resources. President George W. 
Bush eventually approved a 2007 “surge” in 
Iraq. By leaking its Afghanistan surge request 
the following year, the military effectively 
forced President Barack Obama (who had 
promised to scale down the two wars) to 
concede to its demands as well.29 In short, 
U.S. civilian leaders’ inability to suppress their 
military’s insatiable wartime appetite was the 
principal driver behind the post-9/11 escala-
tion in O&M costs.

the Foundation of Any Diet: 
Changing one’s eating Habits

Based on the above discussion, con-
straining DOD O&M expenditures during 
long-duration conflicts may appear to require 
a restoration of the civilian leadership’s politi-
cal ability to say “no” to military resource 
requests. However, that would require the 
President and Congress to receive advice from 
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a source that can effectively challenge a com-
batant command’s war plans, and doing so is 
more difficult than it sounds. As a result, the 
solution is, once again, to change the underly-
ing DOD culture to promote development of 
cost-effective solutions.

The President already has an indepen-
dent advisor to review combatant command 
plans: U.S. law tasks the Chairman of the 
Joint Chiefs of Staff (CJCS) to review contin-
gency plans.30 However, based on the results 
since 9/11, this arrangement is obviously not 
effective at controlling the costs of conflict. 
The same chains that shackle combatant 
command staffs also bind the CJCS offices: 
they have all matured in the same culture that 
promotes the use of “overwhelming force” and 
does not incentivize or reward cost-effective-
ness. As a result, Joint Staff members tend to 
view the problem through the same lens and 
gravitate toward the same solutions as the 
combatant command staffs. This similarity 
in viewpoints also ties into the second major 
problem, which is that any effective critique 
of the war plans must include “not just an 
evaluation of the means actually employed, 
but of all possible means . . . one can, after all, 
not condemn a method without being able 
to suggest a better alternative.”31 Today’s war 
plans are so complex that maintaining the 
ability to suggest effective alternate solutions 
across all combatant commands simultane-
ously would require a monstrous, untenable 
Joint Staff.

A new, independent body might appear 
to be an alternate solution. Naval War College 
professor John Garofano previously identified 
a similar problem with the President obtain-
ing genuinely independent advice regarding 
when to go to war.32 One might propose 
expanding his “President’s Advisory Board 
on the Use of Force” concept to examine how 
the military plans to go to war, not just when it 
should go. Although this idea would mitigate 
the cultural bias inherent in the CJCS staff, it 
would suffer from the same problems regard-
ing the size of the staff required to submit 
feasible alternative solutions.

In addition, from an efficiency stand-
point, a review by either the CJCS or an 
independent panel is “non-value-added work,” 
or overhead in Lean Six-Sigma parlance. 
Such a review adds extra steps to the war plan 
production process without adding significant 
value to the final plan. Without the ability 
to propose effective alternate solutions, an 
oversight body’s only real purpose and ability 

is to say “no—this is wrong, go fix this,” so 
over time the process will, on average, become 
slower. This is obviously not desirable, par-
ticularly for contingency planning. In addi-
tion, from a process efficiency point of view, 
the goal should not be to make such a review 
effective, but to eliminate the need for it alto-
gether. The solution is to make the initial war 
plans cost effective from the start.

Therefore, to constrain wartime O&M 
cost growth, the solution is similar to that 
required to fix the steady-state growth 
problem: DOD must change its underly-
ing culture. The department must train its 
combatant command staffs to consider cost 
effectiveness as a metric when assessing 
proposed courses of action. It must develop 
an incentive system that encourages staffs 
to produce resource-constrained plans from 
the outset. Developing this culture during 
normal steady-state operations will be vital 
to establishing the foundation upon which 
to build during wartime contingencies. The 
resulting minimization of wartime cost 
growth should produce a side benefit as well: 
it would minimize the impacts of any post-
conflict drawdown.

the Battle after the War: 
Postconflict Drawdown

As discussed previously (figure 6), 
during a postbuildup drawdown, the O&M 
budget has a tendency to stabilize approxi-
mately 20 percent above its value preceding 
the surge. Because all three Services possess 
aging weapons systems that require recapital-
ization, it becomes imperative to restore the 
balance between the operations and invest-
ment accounts.33 O&M currently consumes 43 
percent of DOD’s budget (see figure 3). Based 
on DOD’s projected postdrawdown budget 
(figure 1), “resetting” O&M to a 30 percent 
share (the level seen during the 1980s, the last 
period of major recapitalization) provides a 
target O&M budget of approximately $130 
billion, its pre-9/11 value.34 Therefore, to 
support its recapitalization plans, DOD must 
break its habit of stabilizing O&M costs at a 
higher plateau after each drawdown.

From a purely budgetary perspective, 
the solution is simple: cut O&M deeper than 
desired. This, however, is easier said than 
done. We already see DOD leaders pushing 
back against potential cuts, attempting to 
anchor the debate at the “new normal.”35 
Despite the fact that the DOD budget has 
nearly doubled in the past 10 years, they claim 

anything more than a 10–15 percent cut will 
make the force “hollow.” Determining where 
to make O&M cuts is also difficult because 
the O&M budget finances such a wide variety 
of items. It is nearly impossible to determine 
where to apply massive cuts using a “bottom 
up” approach.36 Therefore, DOD must imple-
ment cuts using a top-down methodology and 
align them with its planned strategic posture.

While a detailed suggestion of which 
programs should face reductions is well 
beyond the scope of this analysis, logically the 
Army O&M account should absorb the brunt 
of the cuts. Between 2001 and 2011, the Army 
O&M budget grew 251 percent, the Navy and 
Marine Corps 58 percent, and the Air Force 
56 percent.37 In addition, the “pivot to the 
Pacific” strategy is highly weighted toward 
capabilities provided by the Navy and Air 
Force. With a goal of returning O&M spend-
ing to the pre-9/11 levels, the Army’s account 
therefore becomes the obvious primary target.

With a requirement to recapital-
ize its forces after 10 years of continuous 
combat, and do it during a period of massive 
budget reductions, DOD must take action 
now to halt its runaway O&M spending. 
In the short term, the current drawdown 
must reduce expenditures back to their 
pre-9/11 levels. Longer term, DOD must 
instill a culture that values, incentivizes, 
and rewards its personnel for achieving the 
desired mission results, but under budget. 
Such a culture would arrest the slow but 
steady growth of O&M as a percentage of 
DOD’s budget that has led to a “weakening 
of the defense dollar.” This culture will also 
foster the creativity required to execute 
long-duration wartime operations in a cost-
effective manner. The civilian leadership’s 
ability to say no to the military is limited 
politically during wartime, and the military 
must stop taking advantage of that fact. The 
Nation simply cannot afford its military’s 
insatiable appetite for “more.” Instilling a 
culture during peacetime that values cost-
effective solutions will provide the founda-
tion on which to curb this appetite. Finally, 
as DOD continues the drawdown in the 
Middle East, it must “reset” O&M spending 
to pre-9/11 levels in order to reclaim funds 
needed for recapitalization and moderniza-
tion. Because of the large O&M cost growth 
since 9/11, this means cuts must be deeper 
than currently planned. The resulting 
changes require DOD to restructure the way 
it normally does business, making today the 
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perfect time to begin establishing a culture 
that values and promotes cost-effectiveness 
within the department. DOD literally 
cannot afford to do otherwise. JFQ
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