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Down Payment
Defense Guidance, 2013 Defense Budget and the Risks of Sequestration

By Travis Sharp

The Pentagon’s new strategic guidance 

and fiscal year (FY) 2013 budget request 

signal the end of the post-9/11 era for the U.S. 

military. The guidance endeavors, in its own 

words, to transition the “[d]efense enterprise from 

an emphasis on today’s wars to preparing for 

future challenges.”1 Together, the guidance and 

budget aim to shift the U.S. military’s focus from a 

decade spent fighting two ground wars to a new 

era in which the United States hopes to spend 

more time preventing and deterring conflicts than 

fighting them. 

The guidance and budget reflect $487 billion in cuts 
over 10 years imposed by the Budget Control Act 
approved in August 2011 by Congress and President 
Barack Obama. Instead of taking the easy way out 
and eliminating expensive military force structure 
to produce the required cuts, the Department of 
Defense (DOD) combed through its programs to 
find other ways to achieve savings, such as adopting 
better business practices, making small-but-
significant reforms to military compensation and 
benefits, and changing weapons programs to make 
their development schedules more sustainable. 

Embracing these relatively modest and low-risk 
reforms did not lead to many splashy newspaper 
headlines, but that is a good thing. Instead, the 
guidance and budget avoid major disruptions to 
current U.S. defense plans, which would inhibit 
America’s ability to serve as the linchpin of interna-
tional peace and security.

However, the guidance and budget make only a 
down payment on the defense budget cuts that 
may eventually be imposed through sequestration 
– the automatic reductions triggered last fall by 
the failure of the congressional “super committee” 
to reach a political compromise on deficit reduc-
tion. Starting in January 2013, sequestration will 
increase the amount of defense cuts mandated by 
the Budget Control Act from $487 billion – the 
level reflected in the guidance and FY 2013 request 
–  to at least $950 billion, according to Pentagon 
estimates.2

Sequestration is an irresponsible way to reduce 
defense spending for three reasons. First, the large 
amount of cuts imposed by sequestration will make 
it difficult for the U.S. military to pursue its long-
standing and generally successful strategy of global 
engagement.3 Second, the sudden and inflexible 
process for implementing cuts under sequestration 
will unnecessarily damage U.S. defense capabilities. 
Third, sequestration already has failed to achieve 
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its sole purpose, which was to encourage the “super 
committee” to compromise.

For these reasons, Congress should pass bipar-
tisan legislation to repeal sequestration as soon 
as possible, and President Obama should sign it. 
Congress and President Obama should replace 
sequestration with a bipartisan process to negoti-
ate a comprehensive deficit-reduction package. 
This type of process has failed before and probably 
will not make much progress during a presidential 
election year. Nevertheless, it is the most respon-
sible framework for pursuing changes to federal 
budgetary priorities. In the meantime, the Budget 
Control Act’s $487 billion level of defense cuts 
should stand. If Congress and the president decide 
to make further defense cuts beyond that level, 
they should implement those cuts gradually and 

flexibly, while remembering that they must accept 
more national security risk as the amount of cuts 
increases.

The remainder of this policy brief will summarize 
the guidance and budget, analyze their implica-
tions for the U.S. military and outline the risks of 
sequestration. 

summary of guidance and budget
To prepare the new defense guidance and FY 
2013 budget request, DOD conducted a top-down 
review that involved the key representatives from 
the military services and incorporated both 
strategic and budgetary considerations. In terms 
of strategy, DOD addressed several major devel-
opments since the 2010 Quadrennial Defense 
Review, including the Arab Spring, China’s 



P o l i c y  b r i e fF E B R U A R Y  2 0 1 2 3cNAS.org

quickening rise, global economic uncertainty, 
the death of Osama bin Laden, the U.S. with-
drawal from Iraq and the accelerating drawdown 
in Afghanistan. DOD also revised its five-year 
spending plans to comply with the Budget Control 
Act, which requires DOD to reduce its base budget 
(excluding war costs) by $487 billion over the next 
decade.

Some observers have criticized the Obama 
administration for conducting a review that 
was purely budget-driven.4 Yet this critique 
overlooks the rigorous review completed by the 
Pentagon and ignores the fact that bipartisan 
majorities in the House and Senate endorsed the 
Budget Control Act that forced DOD to reduce 
its budget. More generally, it is wrong to criticize 
defense reviews for incorporating fiscal con-
straints. A true strategy connects ends, ways and 
means. Any defense review that ignores real-
world budgetary constraints resembles a dream 
journal more than a military strategy.5

By explicitly identifying the Asia-Pacific and the 
greater Middle East as the two most important 
regions, the guidance sets clearer priorities than 
most previous defense planning documents. The 
new guidance embraces what is best described as a 
“pivot but hedge” approach to global engagement: 
The U.S. military will pivot to the Asia-Pacific 
region but hedge against potential threats in the 
greater Middle East and elsewhere.6 Accordingly, 
the guidance declares that “U.S. forces will no 
longer be sized to conduct large-scale, prolonged 
stability operations” like those undertaken in Iraq 
and Afghanistan.7 Instead, the U.S. military “will 
of necessity rebalance toward the Asia-Pacific 
region” by emphasizing current regional alliances, 
expanding cooperation with emerging partners 
and making investments as required “to ensure 
its ability to operate effectively in anti-access and 
area denial (A2/AD) environments.”8 At the same 

time, the guidance states that the U.S. military 
will continue “to place a premium on U.S. and 
allied military presence in – and support of – 
partner nations” throughout the greater Middle 
East.9

The FY 2013 defense budget supports these 
strategic objectives, but it does not include plans 
for how DOD would manage sequestration if 
Congress and President Obama fail to repeal 
it. The FY 2013 request asks for $525 billion for 
DOD’s base budget, which is $6 billion smaller in 
nominal terms than the approved FY 2012 budget 
of $531 billion.10 To comply with the $487 billion 
in cuts imposed by the Budget Control Act, the 
FY 2013 request cuts $259 billion from DOD’s FY 
2013 to FY 2017 base budget plans. Despite this 
reduction to the planned level of spending, DOD’s 
base budget will still grow modestly each year, 
reaching $567 billion in FY 2017.

implications for the u.s. military
“Pivot but hedge” is the correct approach for the 
U.S. military to pursue given its impending transi-
tion out of Afghanistan and the emerging trends 
in the international security environment. As the 
Asia-Pacific region becomes the centerpiece of the 
21st-century global economy, the United States 
should strengthen its diplomatic and military pres-
ence there to protect U.S. economic interests. A 
bolstered U.S. presence in the Asia-Pacific, featur-
ing increased engagement with all stakeholders, 

The new guidance embraces what is 
best described as a “pivot but hedge” 
approach to global engagement: The 
U.S. military will pivot to the Asia-
Pacific region but hedge against 
potential threats in the greater Middle 
East and elsewhere.
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will clearly convey to allies and potential adversar-
ies that America remains committed to a peaceful 
and prosperous regional order. Meanwhile, insta-
bility across the greater Middle East – from Tunisia 
to Pakistan – still makes it the most volatile region 
in the world. The U.S. military must remain ready 
to protect American interests in the region, which 
include ensuring the free flow of energy, halting 
nuclear proliferation and countering violent terror-
ist organizations.

Different geographic theaters of operation require 
different mixes of military forces. While a mili-
tary operation in any region is likely to require 
substantial participation by each service, the 
Asia-Pacific is a vast maritime region that requires 
strong naval and air forces to project military 
power. Meanwhile, highly capable U.S. ground 
forces offer a credible hedge against growing vola-
tility in the Middle East.

To execute its “pivot but hedge” approach under 
today’s fiscal constraints, the Pentagon’s guid-
ance and budget prioritize naval and air forces 
and accept risk by cutting ground forces. “There 
are [many] fewer reductions, I would say, in the 
things that are focused on the Pacific, to include 
naval forces,” said Admiral James Winnefeld, vice 
chairman of the Joint Chiefs of Staff.11 “I believe 
intuitively that you’ll find the Air Force and the 
Navy probably did a little bit better proportionally 

and financially” because DOD decided not to 
“just hand out proportional cuts to the services,” 
he explained in a separate interview.12 As a result, 
DOD proposed reducing the size of the active-
duty Army from 562,000 to 490,000 and the size 
of the active-duty Marine Corps from 202,000 to 
182,000.

By embracing this approach, Pentagon leaders have 
wisely broken the “golden ratio,” the historical pat-
tern of allocating the defense budget in equal shares 
to each of the three military departments – Army, 
Navy and Air Force. Although maintaining highly 
capable naval, air and ground forces is necessary 
to protect America’s global interests, decisions 
about the services’ capabilities should be based on 
national security requirements, not on the simplis-
tic idea that every service gets an equal share of the 
budget. Furthermore, if the United States faces an 
unexpected contingency in the future – as it inevi-
tably will – additional ground forces can be built 
up more quickly than additional ships and aircraft, 
which take decades to design and build. The Army 
demonstrated this ability from 2007 to 2009, when 
it added 65,000 active-duty personnel as part of the 
“Grow the Army” initiative.13

Army and Marine Corps leaders express confidence 
that their forces will remain highly capable despite 
the personnel reductions. These leaders point out 
that the ground forces are seasoned by combat, 
feature more adaptable organizations and new 
equipment that did not exist a decade ago,14 and 
include experienced National Guard and Reserve 
personnel. The Army and Marine Corps also have 
vowed to retain more mid-grade officers, whose 
leadership will be essential to conducting complex 
operations and expanding the force in the future, 
should the nation choose to do so.15 

While breaking the golden ratio makes sense in 
the emerging strategic and fiscal environment, 
the Pentagon’s approach will create challenges 

Downsizing 72,000 soldiers and 20,000 
Marines in just five years will require the 
U.S. military to release service members, 
some via involuntary separations, into 
a troubled domestic economy while still 
conducting intense military operations 
in Afghanistan.
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for the ground forces. DOD intends to complete 
the planned reductions to the Army and Marine 
Corps by the end of FY 2017. Downsizing 72,000 
soldiers and 20,000 Marines in just five years 
will require the U.S. military to release service 
members, some via involuntary separations, into 
a troubled domestic economy while still conduct-
ing intense military operations in Afghanistan. 
Congress and DOD should work to mitigate the 
additional stresses that these reductions will place 
on U.S. ground forces that have borne a tremen-
dous burden over the past 10 years.

Breaking the golden ratio also carries strategic 
risks that Washington policymakers should not 
ignore. Although the United States may seek 
to emphasize the Asia-Pacific, security threats 
elsewhere – particularly in the greater Middle 
East – may be more likely to require a military 
response over the next decade. Making additional 
cuts to the size and capabilities of U.S. ground 
forces, which the Pentagon will be forced to do 
if Congress and President Obama do not repeal 
sequestration, may leave these forces undersized 
and ill-equipped for certain types of major contin-
gency operations in the future.16

sequestration’s flaws 
Despite their merits, the Pentagon’s guidance and 
budget present a bundle of contradictions. The 
documents seek to project confidence in order to 
reassure foreign leaders, American citizens and 
members of Congress who are concerned about 
defense budget cuts. The documents assert that 
the cuts will not prevent the United States from 
continuing to undergird global peace and prosper-
ity at a time when there is growing unease about 
Iran’s nuclear program and China’s intentions. 
President Obama raised the stakes by placing his 
political imprimatur on the new guidance and 
budget during a presidential election year. In 
fact, he spoke at the Pentagon press conference 

held to release the new guidance – the first time 
a president has ever done so.17 At the same time, 
the documents express concern about further 
cuts in order to encourage allies to carry more of 
the international security burden by increasing 
their own military capabilities and to moti-
vate Congress and President Obama to repeal 
sequestration. 

By trying to signal confidence and concern 
simultaneously, the guidance and budget may not 
deliver either message effectively to U.S. allies, 
the American public or Congress. Statements 
made to date by several U.S. allies suggest that 
they are uncertain about what actions they 
should take based on the documents.18 Recent 
polls show that Americans disagree sharply 
about whether reducing defense spending will 
erode current levels of military effectiveness.19 
Few members of Congress have spoken out so 
far in response to the guidance and budget. Most 
of those who have commented did so primar-
ily to voice their opposition to DOD’s proposal 
for a new round of base realignment and closure 
(BRAC), not to address the broader impacts on 
the U.S. military.20 

In a perverse twist, the guidance and budget may 
have made sequestration more likely because 
they did not propose the types of major cuts to 
military force structure that might have spurred 
opposition from members of Congress. With the 
exception of the reductions to ground forces – 
which are being downsized because the United 
States is transitioning away from two ground 
wars – the budget largely avoids cuts to high-pro-
file forces such as carrier strike groups, fighter 
wings and combat vehicles. Most lawmakers hate 
to cut these types of forces because they signal 
geopolitical strength and create jobs. Other 
than concerns about BRAC, many members of 
Congress may look at the proposed cuts, think 
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that they seem pretty painless, and assume that 
more painless cuts might be achievable. 

It would be unfortunate if DOD’s reward for pre-
paring responsible plans for an age of austerity was 
additional austerity imposed through sequestration, 
a truly flawed policy. Sequestration would push the 
defense budget off a cliff in FY 2013 by requiring 
the Pentagon’s annual base budget to be cut from 
about $530 billion to $472 billion, an 11 percent 
real reduction that DOD must implement in a 
matter of months.21 If President Obama exempts 
military-personnel costs from these cuts – as he 
probably will – all other defense programs will 
be cut by 23 percent in FY 2013 to make up the 
difference, according to DOD estimates.22 Cutting 
this much so suddenly would inhibit DOD from 
implementing cuts flexibly and strategically over 
the next decade. For example, with more freedom, 
DOD could sequence the reductions so that more 
cuts occur after 2014, when the U.S. military will be 
less involved in Afghanistan and thus able to trim 
capabilities integral to the war effort. Sequestration 
undermines this common-sense approach by forc-
ing the Pentagon to absorb large cuts abruptly in 
FY 2013.

Sequestration also requires DOD to allocate cuts 
in equal percentages to every program, project and 
activity in its budget during FY 2013 and pos-
sibly beyond.23 Every weapons system, research 
and development initiative, and training program 
would be reduced by the same amount regardless 
of its importance to U.S. security. For example, the 
training budget for special-operations forces, such 
as those responsible for killing Osama bin Laden, 
would be cut by the same percentage as the train-
ing budget for military bands. With all due respect 
to our military musicians, this is a prescription 
for mindless slashing, not strategic choices that 
preserve important programs. Yet this exact 
approach is enshrined in law and will take effect 

in January 2013 unless new legislation is passed or 
the executive branch pursues greater flexibility by 
exploiting controversial loopholes, such as policy 
apportionments and budget reprogramming.24

For these reasons, leading defense budget experts 
almost universally agree that a more gradual 
and flexible process is far better than the sudden, 
inflexible cuts built into sequestration.25 Even 
independent analysts who favor steeper military 
budget reductions argue that sequestration is a 
suboptimal way to downsize defense spending.26 

Some observers argue that the debate over 
sequestration is a meaningless fracas because 
Congress is unlikely to go through with it.27 Yet 
even if Congress and President Obama do repeal 
sequestration – which is by no means guaran-
teed – it has already disrupted DOD’s planning 
efforts. Sequestration wastes time and money 
that would be better spent on other things. As 
DOD Comptroller Robert Hale remarked, “This 
past year’s budget uncertainty, including no 
fewer than four threats of a government shut-
down, which in some cases generated enormous 
planning efforts, and now the prospect of seques-
ter, has drained valuable time and leadership 
attention from many initiatives, including our 
commitment to audit readiness.”28

At this important moment of transition for the 
U.S. military, which has sacrificed so much 
over the past decade, American political leaders 
need to set aside their ideological differences on 
this issue for the good of the nation. Congress 

It would be unfortunate if DOD’s reward 
for preparing responsible plans for an 
age of austerity was additional austerity 
imposed through sequestration, a truly 
flawed policy.
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