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(1)

GLOBAL WAR ON TERRORISM [GWOT]: ACCU-
RACY AND RELIABILITY OF COST ESTI-
MATES

TUESDAY, JULY 18, 2006

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON NATIONAL SECURITY, EMERGING

THREATS, AND INTERNATIONAL RELATIONS,
COMMITTEE ON GOVERNMENT REFORM,

Washington, DC.
The subcommittee met, pursuant to notice, at 2 p.m. in room

2154, Rayburn House Office Building, Hon. Christopher Shays
(chairman of the subcommittee) presiding.

Present: Representatives Shays, Burton, Platts, Dent, Kucinich,
Van Hollen, Ruppersberger, Higgins, and Waxman.

Staff present: J. Vincent Chase, chief investigator; R. Nicholas
Palarino, Ph.D., staff director; Robert A. Briggs, analyst; Robert
Kelley, chief counsel; Raj Lalla, Jake Parker, and Jeff Hall, interns;
Phil Schiliro, minority chief of staff; Karen Lightfoot, minority com-
munications director/senior policy advisor; Jeff Paran, minority
counsel; David Rapallo, minority chief investigative counsel; An-
drew Su, minority professional staff member; Earley Green, minor-
ity chief clerk; and Jean Gosa, minority assistant clerk.

Mr. SHAYS. I would like to call this hearing to order.
Before we begin the hearing, I just would like to have a dialog

with David Walker, the Comptroller General.
Mr. Walker, you testified at a hearing on national security on

April 25th, going back a few months ago. In the hearing Mr.
Ruppersberger raised some very real and disturbing questions
about contracts and the fact that we need to address this issue. At
one point in the hearing I asked Mr. Ruppersberger to yield. I said,
‘‘Would the gentleman suspend for just a second,‘‘ and Mr.
Ruppersberger said, ‘‘Yes, I will.’’ ‘‘Mr. Shays—’’ that is me—‘‘I will
say to you that you give us a list of some contractors—’’ talking to
you, Mr. Walker—‘‘some areas within DOD that need a look, and
we will have a hearing or a series of hearings on that, and the
sooner you provide it to us the sooner we will do it.’’

Your response, Mr. Walker, was, ‘‘I will give you a list.’’ And then
Mr. Shays: ‘‘Let me just tell you something,’’ and then I spoke,
made some comments, I said, ‘‘I want you, whatever it is, if it is
Haliburton that is on the list, whatever it is I want you to give this
subcommittee a list of things that have just irritated you, you are
outraged by, or whatever, or suspect things. We will have a hear-
ing, and I will pledge to this committee that we will call them in,
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whatever it is, and let’s get the politics out of it to the extent we
can and go for it.’’

Mr. Walker, your response was, ‘‘I will do that.’’
I would like to know if you have yet provided the committee with

a list.
Mr. WALKER. No, I haven’t. You and I agreed, Mr. Chairman,

that by Friday you will have the following: No. 1, you will have
three to four examples of contracting problems. In addition to that,
as part of that you will have example of contracts that are a prob-
lem. Furthermore, you will also have specific contractor and/or gov-
ernmental challenges that contribute to those contracting problems,
and you will have it by Friday.

Mr. SHAYS. Thank you, sir. Would you also rate them in terms
of which deserves to be looked at first, second, and third? In other
words, I don’t know how long your list will be, but if it is whatever
we would like to just prioritize it, and we will follow your list, how-
ever you prioritize it.

Mr. WALKER. I will do that. And the thing I think that is impor-
tant, Mr. Chairman, is, while we will give three to four specific ex-
amples, in some cases the Government shares part of the respon-
sibility for these contracting problems. That is where I think there
was a miscommunication. So I will provide that by Friday.

Mr. SHAYS. Let me just say there is no miscommunication. I
don’t want to go down that road. I was very clear in wanting a list,
and we have not yet gotten the list; is that correct? We have not
yet gotten the list?

Mr. WALKER. That is correct.
Mr. SHAYS. Yes. I am not trying to place any blame on you, Mr.

Walker. I am just trying to say that I said the sooner you provide
it the better and we will get to it. It is now July 18th and this was
a hearing in April. I want the record to clearly note that we are
still waiting for this list.

Mr. WALKER. You will get it by Friday.
Mr. SHAYS. Thank you, sir.
A quorum being present, the hearing on Global War on Terror-

ism: Accuracy and Reliability of Cost Estimates will come to order.
The global war on terrorism touches on all parts of the U.S. Gov-

ernment budget, covering homeland defense and military and dip-
lomatic operations abroad. To combat terrorism, the United States
has initiated three military operations: Operation Enduring Free-
dom, covering Afghanistan and other GWOT operations ranging
from the Philippines to Djibouti, that began immediately after the
September 11th attacks; Operation Noble Eagle, providing en-
hanced security for U.S. military bases and other homeland secu-
rity initiatives; Operation Iraqi Freedom that began in the fall of
2002 with the buildup of troops for the March 2003, invasion of
Iraq and continues with counter-insurgency and stability oper-
ations.

Determining the total amount of funding for the global war on
terrorism is challenging because of the various ways in which
funds are appropriated and the failure of the Department of De-
fense [DOD], to have auditable financial statements.

According to the Government Accountability Office, Congress has
appropriated approximately $430 billion to pay for military and
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diplomatic efforts related to the global war on terrorism during the
year 2001 through fiscal year 2006. This $430 billion was provided
through regular appropriations as well as supplemental and bridge
appropriations that fall outside the normal budget process. Most of
this money was allocated for ongoing military and diplomatic oper-
ations overseas, especially in Iraq and Afghanistan.

For military operations, the DOD has received $386 billion for
the global war on terrorism. For reconstruction and stabilization
programs in Iraq and Afghanistan, the Departments of State, De-
fense, and the U.S. Agency for International Development have re-
ceived the remaining $44 billion.

Today we ask how effective are the Departments of Defense and
State processes for producing reliable, accurate, and timely cost es-
timates for the global war on terrorism. The GAO has found DOD
reporting problems make it difficult to know precisely how much
the war costs. The global war on terrorism cost reporting by DOD
is based on military services reports. At two Army divisions the
GAO reviewed Army posting procedures and found 35 percent of
transactions improperly posted.

Additionally, U.S. Government agencies, such as the Department
of State, do not formally track all global war on terrorism costs be-
cause they do not distinguish whether certain expenses are solely
attributable to the global war on terrorism. Furthermore, both De-
fense and State cannot accurately predict future commitments be-
cause of inaccurate reporting procedures and failure to distinguish
global war on terrorism costs from other obligations.

Beyond inaccuracies in reporting, global war on terrorism costs
and future commitments, there is also controversy over the practice
of seeking funding through supplemental spending measures. Many
believe—and I am one of them—that since the global war on terror-
ism will be a continued investment over the long term, these costs
should be part of the normal budget process.

According to the Congressional Research Service [CRS], supple-
mental appropriations have been the most frequent means of fi-
nancing the initial stages of military operations during war; how-
ever, past administrations have requested funding for ongoing op-
erations in regular appropriations bills as soon as a projection of
costs could be made. This should also be the case for the global war
on terrorism.

Why should we want accurate war costs? The answer is obvious:
decisionmakers and the public they represent need to know how
much this war costs and will cost. The U.S. commitment to the
global war on terrorism will likely involve the continued invest-
ment of resources, requiring decisionmakers to require difficult
tradeoffs as the Nation faces increasing fiscal challenges in the
years ahead.

Today we welcome our distinguished witnesses, including the
U.S. Comptroller General; the Assistant Secretary and Chief Fi-
nancial Officer for the Department of State, and the Deputy Comp-
troller for the Department of Defense; the Assistant Administrator
for Asia and the Near East, U.S. Agency for international Develop-
ment; the Acting Director for the Congressional Budget Office; and
the Specialist in National Defense with the Congressional Research
Service. We thank them all for appearing before us and we hope
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this hearing will educate the American public about the cost of the
global war on terrorism.

At this time the Chair would receive the very distinguished rank-
ing Member of the Government Reform Committee, the full com-
mittee, Mr. WaxmAn.

[The prepared statement of Hon. Christopher Shays follows:]
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Mr. WAXMAN. Thank you, Mr. Chairman.
The purpose of today’s hearing is to assess the Bush administra-

tion’s global war on terror. Based on the facts and the data we
have before us, it is clear that the administration’s approach is fail-
ing.

There are two key problems with the administration’s approach
to countering global terrorism. The first is that costs are spiraling
out of control with inadequate accountability. The second is that
the administration’s actions have actually incited terrorism.

First, estimated spending has quadrupled over the past 5 years,
increasing from about $31 billion to more than $122 billion this
year. Obviously, huge costs are associated with Iraq, but massive
waste, fraud, and abuse have undermined our efforts both to re-
build Iraq and to provide support to our troops.

Three years ago, we first raised the question about these out-of-
control costs. The excuse then was the fog of war. This isn’t the fog
of war, it is the fog of incompetence, the fog of indifference, the fog
of arrogance. We have out-of-control costs, while at the same time
our troops don’t have the armor and equipment they need, and it
is mind boggling. This has to stop. The incompetence, the fraud,
waste, and abuse, the squandering of billions and billions of dol-
lars, it has to stop. We owe accountability to America’s families
that are paying for this war.

For example, the Bush administration handed out over $9 billion
in bricks of cash to Iraqi ministries with no monetary controls, and
it now has no idea what happened to that money; $9 billion in cash
simply vanished.

One U.S. official who worked for the CPA, Frank Willis, de-
scribed it as the ‘‘Wild West.’’ He said Iraq was a free-fraud zone,
with no accountability to prevent corruption.

The administration also squandered money it should have spent
on our troops. By now we all know that Haliburton had monopoly
contracts to provide our troops with meals and housing and laun-
dry services. When we talked to former Haliburton employees, they
told us how the company intentionally inflated its prices. They said
the informal company motto was: don’t worry about the price, the
contract is cost plus. But the administration has let them get away
with it. GAO reported that the Army set no spending limits on
Haliburton until 2004. According to the Government Accountability
Office, cost constraint did not become a factor until almost a year
into the operation.

This is an incredible thing. The administration didn’t control
Haliburton’s overcharges until a year after the invasion; mean-
while, our troops didn’t have the body armor they needed, they
lacked night vision goggles, and they were driving around in
unarmored Humvees. As a result, we have now spent $50 billion
on Iraq reconstruction, including $30 billion from U.S. taxpayers,
but we have virtually nothing to show for it. We spent $2 billion
on Iraq’s oil infrastructure, but production is well below pre-war
levels. We invested $4 billion on electricity generation, but peak
output has been at pre-war levels. The situation is the same for
drinking water.

As Mr. Walker, the head of the Government Accountability Of-
fice, testified just last week before this committee, the Bush admin-
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istration has yet to prove that is has made a difference in the Iraqi
people’s quality of life.

Well, the second problem is that the administration is actually
inciting more terrorism. When he testified before the 9/11 Commis-
sion, Richard Clarke, National Security Council official under
President Bush, warned that Iraq had no link to Al Qaeda and that
unilaterally invading Iraq without the support of our allies would
increase terrorism and further endanger the United States. He also
warned that Iraq would divert us from the war on terror. Well, the
facts are that the Bush administration never put more than 20,000
troops in Afghanistan to hunt for Osama Bin Laden, but he has
now over 100,000 troops mired in Iraq. Why?

The Bush administration spent only a few billion in Afghanistan,
but it has spent literally hundreds of billions of dollars in Iraq. Bin
Laden might be in Afghanistan. He might be in Pakistan. But I
have seen no intelligence reports suggesting that he might be in
Iraq.

What are the results of this misguided approach? Global terror
attacks are now at record levels. Worldwide terrorist attacks have
increased steadily each year since 2001, growing from a few hun-
dred per year to an astonishing 11,000 per year. Deaths and inju-
ries from terrorist attacks have also skyrocketed, increasing from
about 5,500 in 2001 to a record 39,000 last year.

Iraq is a quagmire of waste and incompetence. Osama Bin Laden
remains at large, taunting the administration and rallying more re-
cruits. North Korea now has several nuclear weapons, where before
it had none. Hezbollah has become emboldened and is openly at-
tacking Israel. Iran is actively seeking nuclear weapons and is es-
sentially ignoring this administration’s overtures.

This is the result of 5 years of this administration’s global war
on terror. This is the result of 5 years of a rubber stamp Repub-
lican Congress. And these are the trend lines, the facts, and the
data, and they show no signs of reversing.

Thank you, Mr. Chairman.
[The prepared statement of Hon. Henry A. Waxman follows:]
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Mr. SHAYS. Mr. Kucinich, you have the floor.
Mr. KUCINICH. I want to thank the Chair for holding this hearing

and thank him and Mr. Waxman. Mr. Waxman, thank you for your
leadership on this.

This is an urgent hearing, because this administration from day
one has intentionally mislead, distorted, and flat out lied to the
American people and the Congress about the real cost of the war
in Iraq. It is imperative for Congress and the American people to
know how much taxpayers’ dollars are being spent in Iraq and Af-
ghanistan. Furthermore, it is essential that we understand the key
assumptions driving new requests for the war; namely, how long
does the administration intend to stay in Iraq and Afghanistan?
And what, if any, taxpayer money is being used to build permanent
bases in Iraq?

Currently the war in Iraq being conducted with no end in sight
and, except for this committee, not much congressional oversight,
costs our country $8 billion a month, $2 billion a week, and $267
million a day. The cost of the war today is estimated at $296 bil-
lion.

Now, with this kind of money we could hire over 5 million public
school teachers for a year, we could build over 2.5 million addi-
tional housing units, would could have paid for tens of millions of
young people to attend HeadStart programs, provided 4-year schol-
arships at public universities for over 10 million American young
people.

When you factor in the latest request for war funding by the ad-
ministration, the total cost of war in Iraq and Afghanistan is set
to exceed half a trillion dollars in the next fiscal year. Through the
end of 2006, Congress will have appropriated a total of $437 billion,
with Iraq accounting for nearly 75 percent, 75 percent of these
costs. Factoring in the costs for 2007, the cost will reach $600 bil-
lion soon.

Not only do the costs of the war in Iraq account for the vast ma-
jority of this funding, but they continue to increase year after year.
Annual appropriations for Iraq jumped 30 percent between 2004
and 2006 and have now surpassed $100 billion per year.

Former U.S. Chief Economist and Nobel-laureate Joseph Stieglitz
estimated the long-term cost of the war in Iraq as being between
$1 and $2 trillion—trillion. In selling the Iraq war to the American
people, the administration insisted the total cost would be between
$50 and $60 billion, a tremendous amount of money, but when
former White House economic advisor Lawrence Lindsay estimated
a high limit of $100 billion to $200 billion for the entire operation,
the administration condemned the estimate as very, very high, and
Mr. Lindsay was soon out of a job.

Top administration officials have also proclaimed that much of
the expense would be self financed through oil revenue and other
Iraqi assets. Secretary Rumsfeld told the American people, ‘‘I don’t
believe the United States has a responsibility for reconstruction, as
Iraqi resources would be so readily available.’’ The administration
knowingly made these claims, and those claims were false, just like
the false claims of WMDs.

The administration’s predictions were either wilfully ignorant of
expert assessment or meant to hide the true cost from Congress
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and the American people. But the American people are confronted
with the grim reality in their pocketbooks. Their children’s debt
burden is increasing, funds are continuing to be siphoned away
from education, Social Security, health care, or the repair of devas-
tation caused by Hurricane Katrina.

But the costs do not end there. The human costs are in true
sense immeasurable. Over 2,500 American soldiers have lost their
lives. Estimates have been up to 48,000 wounded. Scores of Iraqi
citizens, actually perhaps over 100,000 innocent Iraqi citizens
killed, countless injured. While our coffers have been emptied to
fund this war, far too many coffins have been filled.

These mighty costs and how the American people were so ar-
dently assured otherwise are not the end of the story. There are
also significant problems in how this taxpayer money is being ac-
counted for and the questions on how transparently it is being
spent. This administration has yet to answer questions I raised
about $9 billion in Iraqi reconstruction funds that have still not
been accounted for. GAO continues to tell us it has significant con-
cerns about the reality of the Department of Defense cost reporting,
concluding that neither Congress nor the DOD can know how much
the war on terror is costing or how appropriated funds are being
spent.

Problems with transparency go even further. In order for Con-
gress to responsibly set funding levels, we need to talk about the
assumptions behind the requests, whether they are about troop lev-
els, plans for permanent bases in Iraq, troop rotation plans, or
equipment replacement. Instead, these assumptions are not made
at all transparent in the supplemental or emergency funding re-
quests that make them up 91 percent of Pentagon funding for the
global war on terror and the war in Iraq.

This administration has stonewalled this Congress at every turn,
continuing to refuse to turn over the most basic of information
needed for us to provide even minimal oversight. We must not
abandon, we will not abandon our constitutional responsibility to
provide checks and balances to the executive branch, especially
with an administration that has proven its lack of credibility time
and again.

It is great that the panelists are here. I thank them for their ex-
pertise on these issues and hope we can find a way to work to
make the funding process more transparent and more accountable.
The American people certainly deserve to know the full costs of
prosecuting the war, how those costs are affecting their everyday
lives today and in years to come.

Mr. Chairman, once again I want to thank you for the leadership
that you have shown on these issues in providing an open forum
that otherwise wouldn’t be provided in this House. Thank you.

[The prepared statement of Hon. Dennis J. Kucinich follows:]
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Mr. SHAYS. I thank the gentleman very much.
Mr. Higgins, you have been very patient since you were the first

here.
Mr. HIGGINS OF NEW YORK. Thank you, Mr. Chairman.
I just wanted to make reference to the Government Accountabil-

ity Office report which was the subject of a similar hearing in this
committee last week. The report had stated that a number of the
assumptions that the administration had made relative to the fi-
nancing of the Iraqi war have changed. I would just state that as-
sumptions don’t change; facts change, and facts serve as a basis for
new assumptions. The assumptions that the administration had
made relative to the financing of this war were dead wrong and
fundamentally flawed.

The fact of the matter is the administration said that this war
would be financed and its reconstruction by oil revenues and also
from the international community. That obviously has not hap-
pened. And $1.5 billion, or $6 billion a month is the cost to this
Government, and in many cases it is off budget, so it is for future
generations. So on the actual accuracy of the number and this
characterization of assumptions that have changed, I think we
need to talk about facts that have changed that should form the
basis for new assumptions if we are to be at all productive in this
process.

I would also say that the administration has an obligation to
level with this Congress and the American people about the true
cost, because not only does it affect the current Government and
this Congress, but it affects future generations, as well.

Then there is the deeper issue which has been touched upon in
this committee about accountability in the outlay, the expenditure
of these dollars, however much they are in reality. That is, if mon-
eys are not being spent for their intended purpose to reconstruct
Iraq, then where are they? Is there fraud and abuse? Is it perva-
sive? Is it isolated? These are the kinds of issues that we need to
know, as well.

With that I will yield back.
Mr. SHAYS. I thank the gentleman.
Mr. Van Hollen, you will close up here.
Mr. VAN HOLLEN. I thank you, Mr. Chairman, and thank you for

holding another in a very important series of hearings. This hear-
ing is entitled Global War on Terrorism: Accuracy and Reliability
of Cost Estimates. I think that is a very important issue to be in-
vestigating. But I also think it is important that we sort of take
the veil off the global war on terrorism and look at the different
components, because within that overall umbrella you, of course,
have military action against Afghanistan and also action against
Iraq and other efforts in terrorism.

This country, this Congress, in fact, the world community was
united behind the United States in our decision to take action in
Afghanistan. After all, the terrible attacks of September 11, 2001,
were launched by Al Qaeda, Osama Bin Laden as its head, from
Afghanistan while the Taliban government gave them refuge and
safe haven.

And the international community, as we know, passed a resolu-
tion at the United Nations unanimously condemning that and join-
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ing the United States in the fight on terrorism in Afghanistan, and
NATO, for the first time in its history, invoked one of the articles
of its charter saying an attack against one was an attack against
all. That was a necessary military action against the people di-
rectly responsible for attacking this United States on September
11, 2001, and I think the American people were fully prepared to
bear the costs of that war and continue to bear the costs, because
we need to get it right in Afghanistan.

We recall last time we were engaged in Afghanistan after the So-
viet Union left, the United States decided it didn’t have its inter-
ests engaged there any more, left, and what you had was a failed
state that Al Qaeda took advantage of. We don’t want that to hap-
pen again in Afghanistan. We need to finish the job, and the Amer-
ican people are united there.

The situation in Iraq is very different. I think we need to ap-
proach it differently when we consider the cost, because that was
a war of choice. We now know there were no weapons of mass de-
struction. We know there was no collaboration between Osama Bin
Laden and Al Qaeda on the one hand and Saddam Hussein on the
other.

The President, in a speech he gave shortly before going to war
before the American Enterprise Institute, predicted that by going
to war in Iraq you would create a domino effect of democracy and
stability in the Middle East region. We just have to look at the ter-
rible events going on there today to know that the opposite has
happened.

So the war in Iraq was very different, and when we consider the
costs we have to consider them differently.

Finally, when it comes to accountability I think you see a very
different standard applied to the two. Again, when it came to Af-
ghanistan people understood the risks. They understood the chal-
lenge. They understood the threat, and they responded. In the case
of Iraq we have a series of predictions by administration officials
that were dead wrong, and yet the people who were wrong were ei-
ther rewarded in some way or otherwise received positive reinforce-
ment. The people who were wrong received positive and the people
who were right were consistently sort of diminished.

Since we are focusing on costs here I will close here, Mr. Chair-
man, but I do think it is important to go back when Lawrence
Lindsay, who was the chief economic advisor, predicted that the
cost of the war would be between $100 billion and $200 billion, and
Mitch Daniels, who was then the head of Office of Management
and Budget and others in the administration said it is not going
to be that high.

Well, we now know that Lawrence Lindsay’s predictions were, in
fact, low—low not just for the global war on terror but low for Iraq.
We are already far above that number, and we haven’t begun to
see the end of it. Yet, Paul Wolfowitz, when he was Deputy Sec-
retary of Defense, also famously predicted that, when it came to re-
construction, Iraqi oil revenue would be able to pay the cost. We
haven’t even gotten back to pre-war levels there.

So whether it was on weapons of mass destruction, whether it
was on this claim, the manufactured link between Al Qaeda on the
one hand and Saddam Hussein on the other, whether it was the
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cost of the war, and many other things, people just got it wrong.
And when you continue to ignore people who get it wrong, when
you ignore or reward failure, you get more failure. Unfortunately,
that is what we have today in Iraq.

Thank you, Mr. Chairman.
Mr. SHAYS. The Chair would recognize Mr. Dent.
Mr. DENT. Thank you, Mr. Chairman. I do want to thank you for

holding this hearing. It is very important that we continue this
oversight on the Iraq issue.

With that, I would like to yield my time to the chairman for a
statement.

Mr. SHAYS. Thank you. I won’t use much time, but to just say
to my colleagues that I agree with their very real criticism about
our assessment of the cost of this war. That is why we are having
this hearing. I would disagree with my colleagues about their sense
of the importance of the war in Iraq. I happen to believe it is a
noble effort and I believe, in fact, that Iraq is the central front in
the global war on terror, and I just want to be on record as saying
that. But this is a hearing, and now I would introduce our col-
leagues here who are testifying.

This is Global War on Terrorism: Accuracy and Reliability of
Cost Estimates. We have before us the Honorable David M. Walk-
er, Comptroller General of the United States, Government Account-
ability Office; we have Mr. Brad Higgins, Assistant Secretary,
Chief Financial Officer, Department of State, and I would say a
constituent, which places additional burdens on you, Mr. Higgins,
and on me; Mr. John P. Roth, Deputy Comptroller, Office of the
Undersecretary of Defense, Department of Defense; Mr. James R.
Kunder, Assistant Administrator for Asia and the Near East, U.S.
Agency for International Development, referred to as USAID; Mr.
Donald M. Marron, Acting Director, Congressional Budget Office;
and Ms. Amy Belasco, Specialist in National Defense, Foreign Af-
fairs, Defense and Trade Division, Congressional Research Office.
I think my statement gave you a larger title than your title actu-
ally is.

It is nice to have you here and to welcome you. At this time, as
you know, we do swear in our witnesses.

[Witnesses sworn.]
Mr. SHAYS. Note for the record our witnesses have responded in

the affirmative.
I thank you all for your patience. As you know, we like our wit-

nesses to address us for 5 minutes, but this committee does not put
the clock on the first 5 minutes. But, given that we have six panel-
ists, it would be good to be as close to the 5-minutes as you can,
but we are not going to stop you if you go over.

Mr. Walker, you have the floor.
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STATEMENTS OF DAVID M. WALKER, COMPTROLLER GEN-
ERAL OF THE UNITED STATES, GOVERNMENT ACCOUNT-
ABILITY OFFICE; BRADFORD R. HIGGINS, ASSISTANT SEC-
RETARY, CHIEF FINANCIAL OFFICER, BUREAU OF RE-
SOURCE MANAGEMENT, DEPARTMENT OF STATE; JOHN P.
ROTH, DEPUTY COMPTROLLER (PROGRAM/BUDGET), OF-
FICE OF THE UNDERSECRETARY OF DEFENSE (COMPTROL-
LER), DEPARTMENT OF DEFENSE; JAMES R. KUNDER, AS-
SISTANT ADMINISTRATOR FOR ASIA AND THE NEAR EAST,
U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT [USAID];
DONALD B. MARRON, ACTING DIRECTOR, CONGRESSIONAL
BUDGET OFFICE; AND AMY F. BELASCO, SPECIALIST IN NA-
TIONAL DEFENSE, FOREIGN AFFAIRS, DEFENSE AND TRADE
DIVISION, CONGRESSIONAL RESEARCH OFFICE

STATEMENT OF DAVID M. WALKER

Mr. WALKER. Chairman Shays, Ranking Member Kucinich, mem-
bers of the subcommittee, I appreciate the opportunity to be with
you this morning.

I assume that my entire statement will be entered into the
record and I now move to summarize it.

As has been noted, the testimony today is dealing with funding,
reported costs, and future commitments of the global war on terror-
ism, and our testimony is focused on the overseas costs, as per the
request of the key subcommittee staff.

At the outset, Mr. Chairman, as I said last week, I want to com-
pliment you and this subcommittee for your continued commitment
to oversight in this area. I think you are to be commended for that.
It is very important, and you are one of the few continuing to do
that.

I testified last week, as has been mentioned, on the new national
strategy for victory in Iraq. During that testimony I noted several
positive attributes about the new strategy, including a clear pur-
pose and scope and the fact that strategy identifies Iraq as ‘‘a vital
national interest and a central front in the war on terror.’’ How-
ever, I also noted during that hearing that there were certain defi-
ciencies, one of which was the absence of adequate current and fu-
ture cost data for Iraq.

While this hearing is focused on the financial costs, needless to
say there is no way to compare the financial cost with the loss of
human life.

Since the beginning of the global war on terrorism in 2001, Con-
gress has appropriated about $430 billion to the Department of De-
fense and other U.S. Government agencies for military, diplomatic,
and other efforts in support of the global war on terrorism. This
funding has been provided through regular appropriations, as well
as supplemental appropriations, which are provided, as you know,
outside the normal budget process.

Since September 2001, DOD has received roughly $386 billion for
global war on terrorism military operations, including funding for
homeland defense through Operation Noble Eagle. This $386 bil-
lion includes bridge funding in fiscal years 2005 and 2006 to con-
tinue global war on terrorism operations until supplemental appro-
priations could be enacted.
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In addition, U.S. Government agencies, including the Depart-
ment of State, the USAID have received about $44 billion since
2001 to fund reconstruction and stabilization programs in Iraq and
Afghanistan, and an additional $400 million for the commander’s
emergency response program in Iraq and Afghanistan.

For fiscal year 2007, DOD has requested another $50 billion in
bridge funding for military operations, and other U.S. Government
agencies have requested $771 million for reconstruction and sta-
bilization activities.

Since 2001 U.S. Government agencies have reported hundreds of
billions of dollars in cost associated with the global war on terror-
ism; however, as we have previously reported, we have certain con-
cerns with regard to the DOD’s reliability and cost reporting. I
might note for the record some progress has been made since our
last testimony, especially with regard to timeliness, but we still
have concerns with regard to reliability of some of these cost esti-
mates. I wish reliability was only a concern with regard to Iraq or
the global war on terrorism. As you know, Mr. Chairman, it has
been a concern throughout financial management throughout DOD
for a number of years.

DOD’s reported costs for GWOT operations overseas have grown
steadily in each fiscal year through fiscal year 2005 from about
$105 million in fiscal year 2001 to begin for the preparations for
operations in Afghanistan to about $81.5 billion in fiscal year 2005,
and has been mentioned about $1.5 billion a week with regard to
Iraq. With this steady growth, it is important to assure that all
commands seek to control costs to the extent possible, while provid-
ing appropriate support for our troops.

With regard to the cost of military operations, about $23 billion
has been obligated for Iraq construction and stabilization, in addi-
tion to those military operations, as of 2006. However, U.S. Govern-
ment agencies other than DOD do not formally track all global war
on terrorism costs.

Let’s face it, though: DOD is most of the money. This, along with
DOD’s cost reliability and reporting problems make it difficult but
not impossible for the decisionmakers to reliably know how much
the war is costing, to determine how appropriated funds are being
spent, and to use historical data to predict future trends. Predict-
ing future costs will be difficult but not impossible because they are
dependent on several direct and indirect cost variables; however,
they are likely to be hundreds of billions of dollars in the future.
I know CBO will probably testify some on that.

With regard to GWOT costs, they are likely to continue for the
foreseeable future. No one knows for sure how long the global war
on terrorism will last. Decisionmakers will have to carefully weigh
priorities and make difficult choices, given increasing fiscal pres-
sures. In assessing the tradeoffs, we would encourage the Depart-
ment of Defense to consider moving other GWOT costs into the
baseline budget, as it has done with Operation Noble Eagle.

I know, Mr. Chairman, you have had some concerns with regard
to continued supplemental funding. This is consistent with our
prior suggestion that, once an operation reaches a known level of
effort or reasonably reliable level of effort and the costs are more
predictable, more funding should be built into the baseline budget.
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This has been the approach that has been used in other conflicts
in the past, and we believe it should be considered for this conflict,
as well.

Thank you, Mr. Chairman. I would be happy to answer any ques-
tions you or the other Members may have.

[The prepared statement of Mr. Walker follows:]
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Mr. SHAYS. Thank you, Mr. Walker.
Mr. Higgins.

STATEMENT OF BRADFORD R. HIGGINS
Mr. HIGGINS. Chairman Shays, Congressman Kucinich, and

members of the subcommittee, thank you for asking me to appear
before you to discuss the Department of State’s budget process for
funding the global war on terror.

In my confirmation hearing this past January, I made a commit-
ment to not only seek the funds sufficient to complete our mission,
but also to make sure that these funds were spent for maximum
effect, issues that I believe are central to this hearing.

In my role as Assistant Secretary for Resource Management and
the Chief Financial Officer, I am responsible for administering the
development of the Department’s internal planning, budgeting, and
accounting functions. As you are aware, the department recently
reorganized the administration of foreign assistance programs
under the new Director of U.S. Foreign Assistance, Ambassador
Randall Tobias. While I work closely with Ambassador Tobias to
coordinate budgetary matters for both the foreign assistance and
the State operating accounts, he has authority for both State and
USAID foreign assistance funding and programs. As such, I am
pleased to have joining me as a witness to help respond to ques-
tions on foreign assistance USAID’s Assistant Administrator for
Asia and Near East, Jim Kunder.

I am here today to discuss the Department’s resources associated
with the global war on terror in Iraq and Afghanistan. In response
to your specific questions, to date the Department has appropriated
$34.6 billion for foreign assistance activities and State Department
operations in Iraq and Afghanistan, representing approximately 8
percent of the total U.S. Government funding for these two coun-
tries.

Breaking this down further, $26.5 billion has been provided for
Iraq and $8.1 billion for Afghanistan.

Of the $34.6 billion, $31.1 billion has been provided in supple-
mental appropriations, as well, of the $34.6 billion, $30.5 billion or
88 percent was for foreign assistance. The remaining $4.1 billion,
or 12 percent, was appropriated for State and USAID operations
and for construction of embassy and other facilities in Iraq and Af-
ghanistan. Of the funding appropriated to date, $28.2 billion, great-
er than 80 percent, has been obligated.

The Department separately tracks and regularly reports on the
status of these supplemental funds, such as through the quarterly
Section 2207 report on the Iraq relief and reconstruction fund that
we all know as IRRF, as well as other periodic reports required by
law. In order to develop reliable and accurate budget estimates, the
Department works very closely with its embassies in both Iraq and
Afghanistan to identify critical requirements and to better manage
the very high but very necessary expenses that are crucial to win-
ning the global war on terror.

Costs that can be adequately projected and justified are included
in the President’s annual budget submission; however, because con-
ditions are dynamic it is important that both our budget approach
and our response remain flexible to provide additional resources
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outside the annual appropriations process, as warranted by chang-
ing circumstances.

As conditions evolve, the Department will work diligently to inte-
grate our resource requirements for both countries into the Depart-
ment’s annual budget submission. Costs that could not be reason-
ably funded through the use of existing Department funds have
been provided through supplemental appropriations. This supple-
mental funding has been critical to the Department in supporting
our operations and our activities, for which we are grateful to Con-
gress for its support.

We are all aware that the operating environment in Iraq and Af-
ghanistan is both constantly changing and hostile. These timely
supplemental appropriations, which are much closer to when the
funds are actually used, have allowed the Department to better
project funding requirements for the extraordinary security and
evolving assistance required to further our diplomatic efforts.

Thank you for the opportunity to address the subcommittee. I
look forward to addressing your specific questions.

[The prepared statement of Mr. Higgins follows:]
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Mr. SHAYS. Thank you, Mr. Higgins. I am sure you will get a
number.

Mr. Roth.

STATEMENT OF JOHN P. ROTH

Mr. ROTH. Thank you, Mr. Chairman. Chairman Shays, Mr.
Kucinich, members of the subcommittee, thank you for the oppor-
tunity to speak with you about the current process for funding the
global war on terror.

I have been in the Department of Defense for 32 years, 22 of
these years with the Office of the Defense Comptroller. My prin-
cipal role is to build a budget, whether it is the baseline budget for
the Department of Defense or a supplemental request. Drawing on
this experience, I am happy to address the important questions
raised in your letter of invitation.

To date, the Congress has appropriated approximately $382 bil-
lion for the Defense Department and the intelligence community
for the global war on terror. As of April 2006, approximately $323
billion of this amount has been spent or obligated. The question of
whether supplemental appropriations as opposed to baseline budg-
eting is the best vehicle for funding the ongoing cost of military op-
erations in the time of war is, in fact, a fair one.

In 2001 the administration and congressional leaders worked to-
gether to provide supplemental appropriations as the most appro-
priate mechanism to fund the global war on terror. For our part,
the Department can do it either way. However, because
supplementals are prepared much closer to the time the funds will
actually be used, they are a more accurate reflection of conditions
on the ground. They are a more accurate prediction of what the
cost of the war will actually be and, importantly, a process that al-
lows quicker access to the funds at the time when they are needed
most, and to make an important point, because, regardless of
whether the war is funded through the supplemental appropria-
tions or baseline budgeting, we must not lose sight of the fact that
our first priority must be to give the men and women who put their
lives on the line every day to protect our freedom what they need
and when they need it.

The same is true of the bridge funding provided by Congress in
recent years. Like the supplementals, they ensure that the U.S.
forces have the support they need when they need it without the
services having to resort to sub-optimal actions to cash-flow critical
military operations.

As for the accuracy and reliability of information on the cost of
war, the Department diligently and meticulously reports the cost of
war to both Congress and to the Government Accountability Office.
Congress has mandated nine distinct reports on the cost of the
global war on terrorism. These include one biannual and seven
quarterly reports to Congress, as well as the monthly report we
provide to the GAO.

Approximately 10 briefings on the cost of war are generally given
to Congress in the oversight committees every year. Indeed, as part
of the process of defending the Defense budget, over 31,000 pages
of budget justification and reports are provided to Congress every
year; 475 different reports were provided in fiscal year 2006, alone.
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So we take our role as steward of the taxpayers’ money very seri-
ously and we work to ensure that all cost of war information, both
in the baseline budget and the supplemental, is as accurate and re-
liable as possible. Indeed, this seriousness has been borne out not
only with respect to the cost of war, but by the substantial progress
the Department has made in business transformation and financial
management.

Two consecutive reports by the Government Accountability Office
have cited the Department’s progress in business systems mod-
ernization efforts. The Office of Management and Budget recently
raised the Department’s progress rating for financial management
from yellow to green, indicating that improvement efforts are pro-
ceeding according to plan.

So with that, Mr. Chairman, I conclude my formal remarks and
I look forward to your questions. Again, I thank the committee for
the opportunity to discuss these issues, and I am happy to respond
to your concerns.

[The prepared statement of Mr. Roth follows:]
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Mr. SHAYS. Thank you.
Mr. Kunder.

STATEMENT OF JAMES R. KUNDER

Mr. KUNDER. Mr. Chairman, Mr. Kucinich, members of the sub-
committee, thank you for the opportunity to be here today.

First, let me just answer directly the question asked by the com-
mittee on numbers. Thus far, the U.S. Agency for International De-
velopment in Iraq and Afghanistan has received $9 billion for re-
construction assistance. In response to the direct question of what
percentage has been obligated, in excess of 97 percent of that
money has been obligated to this point.

The issue of supplemental funding, we try to maximize the
amount of money put into the regular budget request, but also, as
Mr. Roth just testified, there are times when additional extraor-
dinary expenses arise, especially in highly changeable cir-
cumstances like Iraq and Afghanistan. For fiscal year 2007, we put
the entire program budget at USAID in to the regular appropria-
tions request.

The only amount that we added in the supplemental were those
security costs for static and mobile security because we were un-
able to estimate those going on. But increasingly we are trying to
put the bulk of the money into the regular appropriations request,
but in these kind of highly variable environments it is virtually im-
possible to project the year out, as circumstances change both on
the program and security side.

I would like to point out that Ambassador Tobias, the new Direc-
tor of Foreign Assistance and AID Administrator is attempting on
the State and AID side, as Brad Higgins said earlier, to come up
with a new accounting system that will allow us additional ability
to track global war on terrorism, anti-terrorism efforts. This pro-
gram is still in development, as you can imagine. It requires a
great deal of budgetary consultation.

But certainly, as that system is developed further, we look for-
ward to sharing the ideas with the Congress and presenting those
ideas to you, but it explicitly does attempt to break out from each
of the existing funding categories development assistance, economic
support fund, and so forth, that proportion of the money on the
State and AID side that is going into the global war on terror.

In conclusion, I would just like to add one other comment. While
naturally the focus of this subcommittee’s questions today is on
Iraq and Afghanistan, I think one of the complicating factors in ex-
amining the true cost of the global war on terror is certainly a
number of programs supported by the Congress and implemented
by USAID around the world we think are consistent with the glob-
al war on terror.

But these are programs, for example, to reform the education
system in Indonesia or to look at broadcasting systems in Ban-
gladesh or Egypt, or a number of capacity building programs in
Mindenau to make government more responsive. We think those
are also undermining terrorism and are part of the global war on
terror but, of course, are much more difficult to account for because
they also have a developmental and reconstruction impact.
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Those are the points I would make at this point. I look forward
to answering any questions the committee may have.

Thank you, Mr. Chairman.
[The prepared statement of Mr. Kunder follows:]
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Mr. SHAYS. Thank you.
Dr. Marron.

STATEMENT OF DONALD B. MARRON

Dr. MARRON. Thank you, Mr. Chairman, Congressman Kucinich,
members of the subcommittee. It is a pleasure to be here today to
talk about the accuracy and reliability of cost estimates for the war
on terrorism.

CBO estimates that since September 2001 the Congress has ap-
propriated $432 billion for military operations and other activities
related to the war on terrorism. About $393 billion was allocated
to the Department of Defense and about $40 billion was appro-
priated for diplomatic operations and foreign aid. CBO estimates
that of these amounts $290 billion has been appropriated for oper-
ations in Iraq.

You will notice that each of the witnesses today brings with them
their own different sets of numbers and the estimates for these
various measures will differ somewhat, and I think that illustrates
the fact that there is a certain degree of judgment that has to go
in when estimating this, that the data are not speaking uniquely
with a single voice, and that, depending on the judgments the esti-
mators make, we sometimes get different numbers.

CBO has frequently been asked to estimate the future costs of
operations in Iraq and the war on terrorism. Last week, for exam-
ple, CBO released a report requested by Congressman Spratt, the
ranking member of the House Budget Committee, in which we esti-
mated the cost of two Iraq scenarios that he specified. Those two
scenarios would imply that additional cost for Iraq would be some-
where in the neighborhood of $200 billion to $400 billion over the
next 10 years.

Now, estimating future war cost is always difficult because of un-
certainty about the pace and scale of future military operations.
However, better estimates could be provided to the Congress if
more information was available. Let me just give a few examples.

First, the DOD’s supplemental budget requests for the war on
terrorism have typically been accompanied by much less justifica-
tion than its regular requests. Such limited information is not al-
ways sufficient to understand how DOD develops its budget re-
quests.

Second, the DOD’s monthly obligation reports on the war on ter-
rorism also provide only limited information. These reports, for ex-
ample, provide little guidance on how some of the funds were obli-
gated. For example, in fiscal year 2005 a significant fraction of the
obligations were reported in various categories that were listed as
other, which didn’t provide sort of enough detail for us to really un-
derstand what was driving those and to understand in particular
whether those costs were likely to be repeated in the future.

The reports also do not include obligations for classified activi-
ties, which CBO estimates have been at least $25 billion to date.

Finally, obligation reports would be more useful if they contained
some information on the pace of operations, such as troop levels,
flying hours, vehicle miles in a given month. Such information
would be very useful in analyzing monthly cost variations.
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Third, funds for Iraq and the war on terrorism were reported in
the same appropriation accounts that fund the regular non-war
budget. This makes it difficult to sort out how much is actually
spent, how much actual outlays are on war-related activities and
distinguishing that from the non-war.

Fourth, CBO frequently has difficulty obtaining the monthly re-
ports on war obligations and other data. For example, the Agency
often receives that information months after the data are officially
approved for release. This could be addressed by establishing a
standard, more comprehensive distribution list for the war obliga-
tion reports and other data. It would also be helpful to have access
to the contingency operations support tool, the cost model that
DOD uses to formulate its supplemental requests.

A final, broader issue involves the timing of budget requests.
Since fiscal year 2001, funding for activities in Iraq and the war
on terrorism has been provided through a combination of partial
year bridge appropriations enacted near the beginning of the fiscal
year and mid-year supplemental appropriations. Some have sug-
gested that, to better assist in planning future Defense budgets,
DOD should include the entire fiscal year’s cost of activities in Iraq
and the war on terrorism in its regular budget request.

That approach would have both positive and negative con-
sequences. On the positive side, including war costs in the regular
request would give the Congress more time to debate and modify
the budget request for those activities and to balance those costs
against other budget priorities. Also, fully funding those operations
at the beginning of the fiscal year would help DOD avoid any po-
tential funding issues that might arise from delayed enactment of
mid-year supplemental appropriations.

On the negative side, budgeting for activities in Iraq and the war
on terrorism in combination with the regular budget request could
result in less clarity about which funds go to war-related activities
and which were intended strictly for peacetime activities. In addi-
tion, submitting the request with the regular budget could lead to
less accurate cost projections, given the long lead times involved.

Thank you. I would be happy to answer any questions.
[The prepared statement of Dr. Marron follows:]
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Mr. SHAYS. Thank you, Dr. Marron.
Ms. Belasco.

STATEMENT OF AMY F. BELASCO

Ms. BELASCO. I would like to submit my full statement for the
record.

Mr. SHAYS. It will be submitted for the record. You know what?
If you would allow me, just so I don’t forget, let me just take care
of that business. I ask unanimous consent that all members of the
subcommittee be permitted to place an opening statement in the
record and that the record remain open for 3 days for that purpose.
Without objection, so ordered.

I ask further unanimous consent that all witnesses be permitted
to include their written statements for the record. Without objec-
tion, so ordered.

Mr. KUCINICH. Mr. Chairman, I ask unanimous consent to put
the working papers in the record, the Stieglitz Report.

Mr. SHAYS. It is Joseph——
Mr. KUCINICH. Stieglitz, the Nobel-laureate.
Mr. SHAYS [continuing]. Stieglitz we will put in the record, with-

out objection. It is dated February 2006.
[The information referred to follows:]
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Mr. SHAYS. You have the floor, ma’am.
Ms. BELASCO. Chairman Shays, Ranking Member Kucinich, and

distinguished members of the subcommittee, my name is Amy Be-
lasco and I am a Specialist in National Defense at the Congres-
sional Research Office.

This hearing addresses an important oversight issue. How can
Congress get accurate and reliable projections of the cost of the
global war on terrorism? Projecting future costs depends on having
accurate records of past costs and on understanding how those
costs may change as troop levels or the pace of operations change.

I would like to make several points about this issue. The Depart-
ment of Defense has not shared with Congress estimates of how all
the funds appropriated for each of the three operations that make
up the global war on terrorism—and that is Operation Iraqi Free-
dom, Operation Enduring Freedom that funds Afghanistan and
other counter-terrorism operations, and Operation Noble Eagle for
enhanced base security. DOD has not provided individual estimates
for these operations of how moneys have been and are likely to be
spent.

CRS was unable to resolve some discrepancies in DOD’s war cost
information. DOD has also not identified for Congress the planning
assumptions that underlie its requests, for example, the number of
troops deployed. That also drives future costs. DOD also does not
record the outlays associated with war spending that are necessary
to verify war expenses.

Another point is that war funding for procurement may make it
possible to reduce DOD’s regular budget because equipment is
being replaced sooner than planned.

Finally, to minimize problems in financing war operations, op-
tions could include funding most operational costs up front or sub-
mitting future war requests in February with the regular budget.

While it is sometimes difficult to project these costs because of
the uncertainties of war, it is not impossible, particularly in the 5th
year of operations.

In response to numerous congressional inquiries and in the ab-
sence of administration figures, CRS estimated the cost of military
operations, reconstruction, foreign aid, embassy operations, and
veterans health care since the September 11th attacks for the three
operations. Of the $437 billion appropriated thus far through fiscal
year 2006, CRS estimates that $319 billion or 73 percent is for
Iraq, $88 billion or 20 percent is for Afghanistan and other counter-
terrorism operations, and $26 billion or 6 percent is for enhanced
security, and about $4 billion CRS could not allocate.

In addition to this $437 billion, the administration’s fiscal year
2007 budget includes a $50 billion placeholder figure to cover the
first part of war costs, although a formal request has not been sub-
mitted. With that $50 billion, the total for the global war on terror
would reach $487 billion, and the total for all of fiscal year 2007
is likely to exceed $500 billion based on this year’s costs.

Of the $437 billion appropriated through fiscal year 2006, CRS
estimates that about 90 percent, or $397 billion, is for the Depart-
ment of Defense, with the remainder for foreign aid, diplomatic op-
erations, and VA medical costs.
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As of March 2006, CRS estimates that about $302 billion of these
DOD funds are obligated and $95 billion is unobligated. Of those
unobligated funds, CRS estimates they would be split $71 billion
for Iraq, $12 billion for Operation Enduring Freedom, and $2 bil-
lion for enhanced security.

CRS found both strengths and weaknesses in DOD’s ability to es-
timate and track war costs. DOD uses a fairly sophisticated model
to estimate the specific expenses for each military operation that
are in addition to its normal operating costs, and those costs reflect
assumptions about troop levels, the pace of operations, and support
costs. The Defense Finance Accounting Service [DFAS], then tracks
these expenses by recording when contracts are signed and people
are due to be paid, but does not capture whether funds are ulti-
mately spent, i.e., whether they result in outlays.

Nevertheless, CRS found several discrepancies and gaps in
DOD’s war cost information, including cases where obligations ap-
pear to exceed available budget authority and cases where budget
authority has not been spent. DFAS reports also do not capture
about $7 billion in budget authority that CRS and I believe also
GAO believe was appropriated for war, and the DFAS reports also
do not track the cost of intelligence that is managed outside of the
Defense Department and the cost to equip new Army modular
units in fiscal year 2005 and 2006 that was included in
supplementals.

For Congress to evaluate future war estimates, it would be useful
for DOD to fill in two significant gaps in war cost information:
tracking outlays and identifying troop levels. First, DOD cannot
currently identify whether the obligations reported by the Defense
Finance Accounting Service are ultimately spent or how much of
those are spent and where they are spent—in other words, the out-
lays. This is the cost DOD’s war funds and baseline regular appro-
priations are mixed in the same accounts and war funds cannot be
separately identified. Without outlay data, DOD cannot verify ex-
penses, nor can Congress identify how war expenses affect the
budget deficit.

Second, in its testimony DOD generally identifies only the num-
ber of troops in country at particular times, which run roughly
140,000 in Iraq and about 20,000 in Afghanistan, or about 160,000
altogether. This number does not include all deployed military per-
sonnel supporting these operations in neighboring countries or
those who are conducting other counter-terrorism operations such
as those in Djibouti or the Philippines. Future costs depend on the
total number of deployed personnel, rather than those in country.

CRS found several estimates of the total number of deployed
troops in 2005 for Operation Enduring Freedom and Operation
Iraqi Freedom, which ranged from about 230,000 to 300,000.

Conducting oversight of how costs change as troop levels change
depends on having accurate data on past, current, and future troop
levels.

Distinguishing war and peace costs is another important issue.
DOD now receives substantial amounts of funds for war-related
procurement. Some of these moneys are for unanticipated new re-
quirements such as additional armored Humvees. Other funds,
however, are to equip new Army modular units, to replace war-
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worn equipment, which is known as reset, and to upgrade equip-
ment. Since DOD’s plans already call for transformation or mod-
ernization of its forces, this war-related procurement may also
meet these needs. For this reason, it may be that DOD’s regular
budget could be reduced because equipment is essentially being
swapped out sooner than planned.

There is a couple of key things that are needed to build war
funding requests and to provide oversight over those requests. Op-
tions for improving oversight could include directing DOD to esti-
mate by operation, by category, and by year how all appropriated
funds are or will be spent. DOD could also identify its planning as-
sumptions such as troop levels that drive costs in previous and new
requests. DOD could also estimate overall and annual reset and
upgrade plans and potential offsets within its regular budget.

Finally, Congress could choose to direct DOD to set up separate
appropriation accounts for each operation so that war appropria-
tions, obligations, and outlays can be accurately identified.

Finally, the subcommittee asked me to look at what the effect is
of supplemental requests on war funds.

Mr. SHAYS. If you could kind of bring it to a conclusion, how
much more do you have there?

Ms. BELASCO. I am sorry?
Mr. SHAYS. How much more in your testimony?
Ms. BELASCO. One paragraph.
Mr. SHAYS. OK.
Ms. BELASCO. Since September 11th, the administration has sub-

mitted supplemental requests for war funds well after the fiscal
year is underway. Although this allows DOD to estimate costs
based on later data, it reduces visibility on annual costs. If war
costs were submitted with the regular budget, DOD could then sub-
mit adjustments later.

To ensure that the Army and Marine Corps were not faced with
difficulties in meeting costs midway through the year, Congress
could consider options such as appropriating three-quarters of the
day to day operating funds at the beginning of the fiscal year and
a minimal amount of procurement funds, or about $45 billion, re-
mains unobligated.

Thank you for inviting me.
[The prepared statement of Ms. Belasco follows:]
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Mr. SHAYS. Thank you.
I am going to call on Mr. Kucinich, but I just would like to open

with a question that won’t be answered yet, but I would like to
know where all of you agree and where you disagree in terms of
what specific recommendations you would make, not just options,
would make for improving our ability to understand what we are
spending on each war—Iraq, Afghanistan, the general war on ter-
rorism, and so on. So just as a bit of a heads-up.

Mr. Kucinich, you have the floor. We are going to do 10-minute
questioning. With that I would give my colleague 10 minutes.

Mr. KUCINICH. I thank the gentleman.
To Mr. Roth, how many people at the Pentagon keep track of the

actual cost of the war?
Mr. ROTH. Congressman Kucinich, I don’t have a specific number

in terms of number of people. Clearly, the costs of war are covered
by various levels and various echelons, beginning in the theater,
itself. Every unit that deploys to the theater has with it a financial
management team that goes that includes budget folks, accounting
folks, and auditors, as well. We have standing audit teams that go
to Iraq and Afghanistan to monitor costs. Then up and down the
chain of command, as well, the various commands that are in
charge of those troops also monitor costs and track costs and pro-
vide data on the costs of war, all the way up to and including mili-
tary departments and the Office of the Secretary of Defense.

Mr. KUCINICH. Do you have dozens or hundreds or how many?
Mr. ROTH. I would say it is at least hundreds.
Mr. KUCINICH. Hundreds; 200; 300; 400?
Mr. ROTH. Sir, it would be a guess to put any——
Mr. KUCINICH. See, this is where the problem begins, Mr. Chair-

man. This GAO report says ‘‘We have significant concerns about
the overall reliability of Department of Defense’s reported cost
data.’’ If this gentleman who worked there for 32 years, testifying
on behalf of the people who are filing the figures, he doesn’t even
happen to know how many people are working on this. Then the
GAO reports that they don’t know about the reliability of the cost
data.

There seems to be some problem here. This gentleman told this
subcommittee—you cited chapter and verse of your absolute assur-
ance of all the information you have given this Congress, and when
you did that you created a picture of candor of the Department of
Defense. I am wondering how that squares with the GAO report
that says neither the Department of Defense nor Congress can reli-
ably know how much the war is costing. Can you tell us how much
the war is costing? How much is the war in Iraq, how much has
it cost and how much will it cost the American people?

Mr. ROTH. The cost of Iraq through April has been $215 billion
for the cost of DOD military operations. The cost of the other oper-
ations, as I testified in my statement, the cost of the obligations
through April were $323 billion. So Iraq was $215 billion and the
other operations are $108 billion. These costs were reported to us
on a monthly basis. It is something we call the Cost of War Report
that is processed through our accounting system and provided up
the chain of command, beginning with the many hundreds of peo-
ple—again, all I said was I couldn’t put a specific point total to the
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number of people, but there are hundreds of people that input the
data all the way from the theater to the buying commands to sup-
port commands and the various other echelons of support.

We make every effort to make these reports as accurate as we
possibly can. In our view they are, in fact—we diligently work to
make them accurate and we work diligently to make them timely.
Like any other process, we work to improve these reports. We look
at——

Mr. KUCINICH. Are these estimates or actual costs?
Mr. ROTH. These are actual costs.
Mr. KUCINICH. Now, Mr. Walker, you have given this subcommit-

tee a report that raises questions about the reliability of the De-
partment of Defense’s reported cost, and you say they include long-
standing deficiencies in their financial management and the use of
estimate instead of actual cost and the lack of supporting docu-
mentation. Now, how does that square with what Mr. Roth just
said?

Mr. WALKER. Well, first, Mr. Kucinich, I think it is important to
put this in context, and that is financial management is a high-risk
area at the Department of Defense, has been for years, and it is
likely to remain to be for several more years.

Mr. KUCINICH. Why?
Mr. WALKER. There are several challenges.
Mr. KUCINICH. Why?
Mr. WALKER. Well, several reasons. No. 1, they have thousands

of legacy, non-integrated information systems that are capturing fi-
nancial and other management information system at a very decen-
tralized level involving multiple services and other units, and they
have, in many cases, major keypunch errors, inconsistencies. This
is a problem that exists well beyond Iraq. This is a fundamental
problem with regard to Iraq.

With regard to global war on terrorism, part of it is what is the
definition of an incremental cost associated with global war on ter-
rorism, how consistently is that done. It is my understanding that
some of the costs that are being reported are estimated costs, not
actual costs.

Mr. KUCINICH. What is the difference between what you call an
actual cost and what Mr. Roth calls an actual cost?

Mr. WALKER. Well, I will give you one example. Actual costs,
trace it back to the payroll. We know exactly who got paid what
and we know whether and to what extent it was an incremental
cost associated with Iraq. My understanding is they can’t do that.
That is the difference between estimated and actual.

Mr. SHAYS. Could the gentleman yield just for a definitional
term? We will give him time.

Mr. KUCINICH. Of course. Sure.
Mr. SHAYS. When we say incremental cost, we are saying we

have added the war to the budget of the Department of Defense.
In other words, they are already paid a certain amount. How much
is a legitimate incremental difference that is designated or ear-
marked for Iraq. Is that what you mean by incremental?

Mr. WALKER. Correct. For example, Mr. Chairman, we had to
mobilize a number of National Guard and Reserve troops. That is
an incremental cost because of this operation. There are hazardous
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duty pay and certain types of other pays they get paid because
somebody is in Iraq or because they are in Afghanistan that they
wouldn’t otherwise receive other than those operations, so they are
intended to be a cost that we would not have incurred but for the
operation.

Mr. KUCINICH. Now, Mr. Walker, you made it a point to say that
you created a pretty strong case that there aren’t any cost controls.
Given the fact that the cost controls are a problem, how much
could the war in Iraq end up costing the taxpayers? Do you have
any idea at all?

Mr. WALKER. We don’t have adequate cost controls, and, in addi-
tion to that, we are debt financing all of this, so the real cost is
actually more than whatever the short-term cost.

Mr. KUCINICH. Well, let’s go into that for a minute. When you
say we are debt financing it, you mean we are borrowing money
from other places to pay for the war?

Mr. WALKER. Well, no, we are borrowing money in many cases
from foreigners to pay for the war.

Mr. KUCINICH. That is what I mean. Now I will repeat the ques-
tion. Since we are borrowing money from foreign countries to pay
for this war, how much money has the United States borrowed
from foreign countries to pay for this war?

Mr. WALKER. I wouldn’t be able to tell you off the top. I will tell
you that over 90 percent of our recent debt offerings have been pur-
chased by foreign players. In fact——

Mr. KUCINICH. Would the GAO be able to provide for this
subcommittee——

Mr. WALKER. I will be able to try to provide you what we can,
Mr. Kucinich.

Mr. KUCINICH. I think that would be helpful so we know how
much money we are borrowing from foreign countries to pay for
this war.

Mr. WALKER. Again, that is overall, not necessarily for Iraq. It
is with regard to total Government financing, rather than to sepa-
rate it. It would be impossible to separate it out for Iraq.

Mr. KUCINICH. Right. I understand. However, since you made the
case that we don’t have reliable figures, that they are not doing
very well at controlling costs, that there is longstanding defi-
ciencies in their financial management system, that they are using
estimates instead of actual cost, that there is a lack of supporting
documentation, Mr. Walker, you have basically made a case for a
ballooning cost of the war, and since they are borrowing money
from other countries to pay for the war you have made the case
that our borrowing from other countries is going to increase com-
mensurately. Is that correct?

Mr. WALKER. There is a difference between our revenues and our
expenditures, and to the extent that difference exists and to the ex-
tent that we have to go to others to finance it, then we are going
to have to pay interest on that. There is no doubt about it. In fact,
my understanding is that CBO has done some estimates showing
with and without borrowing cost, if you will, not necessarily for
this but for——

Mr. KUCINICH. You mentioned, Mr. Walker, that you keep track
of costs, payroll for example. Now, what about with respect to con-
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tractors? Isn’t it true that, with respect to contractors, that you
brought a report to this subcommittee that indicated that $9 bil-
lion, essentially about $9 billion, could not be properly accounted
for?

Mr. WALKER. My understanding, Mr. Kucinich, and I want to
double check this for the record, is that $9 billion may have been
Iraqi money, not U.S. money. I want to double check that for the
record.

Mr. KUCINICH. Is it OK to lose track of Iraqi money?
Mr. WALKER. It is not OK to lose track of any money, but there

is a difference as to our audit authority.
Mr. KUCINICH. But it is a question of it is Iraqi money, but who

was handling that money? Who was responsible for handling that
money, Mr. Walker?

Mr. WALKER. I would like to provide something for the record.
My understanding, it was a shared responsibility between the
United States and the Iraqis, but——

Mr. KUCINICH. So half of the problem of losing track of $9 billion,
at least half, had to do with your responsibilities, Mr. Roth? Who
was responsible for that?

Mr. ROTH. I would have to answer for the record, sir. I am not
aware of who was responsible for that $9 billion. I do not think it
was the Department of Defense.

Mr. KUCINICH. Well, we know it is a provisional government, but
we created that provisional government. It was under the direction
of the United States at the time. Now, Mr. Walker, you know, you
pointed that out in a report earlier.

I just want to say that I respect Mr. Roth’s 32 years of service
to this country, and I can’t ask you to pay for the sins of a number
of administrations, but one thing is for sure, though: we don’t know
what this war is going to cost. The Department of Defense has a
notorious lack of accountability when it comes to taxpayers’ funds.
Now we are borrowing money. This is insane. We are borrowing
money for foreign countries to pay for a war that we shouldn’t have
gotten into in the first place. I mean, unbelievable.

Mr. SHAYS. Mr. Burton, would you like time? You have the time?
Mr. BURTON. Mr. Walker, are there any other agencies of the

Government that have trouble with their accounting systems?
Mr. WALKER. There are other agencies that have financial man-

agement problems, but none on the scale of the Department of De-
fense. It is not close.

Mr. BURTON. I understand, but we are in a war and wars cost
a lot of money. But can you tell me how many agencies are having
accounting problems?

Mr. WALKER. I will double check this for the record, but as I re-
call, Mr. Burton, from a financial audit standpoint, about 21 of 24
Federal agencies can successfully withstand an audit and get an
opinion on their financial statements, overwhelming majority a
clean opinion. The Defense Department, not just because of Iraq,
because of other operations, is unauditable, and they, themselves,
file an annual certification that says that they are unauditable. It
has been that way for many years. That is not new, Mr. Burton.
It has been that way since 1947 when it was created. And they are
making some progress.
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Mr. BURTON. Since 1947?
Mr. WALKER. Since 1947.
Mr. BURTON. When Truman was President?
Mr. WALKER. That is correct.
Mr. BURTON. Yes. Well, I imagine wars are kind of hard to keep

track of as far as the expenditures are concerned, and I am sure
that this is a continual problem, and I know that you will be mak-
ing recommendations to the Defense Department to help them
straighten this out. We obviously would like to have more account-
ability if it is possible.

The one thing that I know is I know that we don’t know the total
cost of the war and we probably won’t for some time, but I do know
what the cost will be if we lose the war. If we lose the war I know
it will cost a lot more. It will cost people freedoms, it will cost peo-
ple human rights, it will cause them all kinds of problems.

Winning the war against terror is something that we all have to
face and we all have to realize it has to be won. I understand that
there are accounting problems and I would like to see those ac-
counting problems solved and I hope that the Defense Department
will try to do a better job, but the one thing that I feel is extremely
important is that every American knows what the stakes are.

We were attacked on September 11th; 3,000 people were killed.
It was worse than what happened in Pearl Harbor back in the
1940’s. We started a world war because of that, and that war,
World War II, cost 50 million lives; 50 million people died in World
War II. We started that war against Japan and Germany because
they attacked us at Pearl Harbor, and more people died in the
World Trade Center than died in Pearl Harbor.

I think the people of the United States need to realize that we
can’t afford to lose a worldwide war against terror. The terrorists
have attacked in Spain, they have attacked in London, they have
attacked in France, they have attacked in Latin America, they
have attacked all over the place, and they are not going away. They
are like cockroaches.

And it is a very insidious war. It is a war unlike anything we
have ever seen. We had frontal attacks in World War II. We had
frontal attacks in Vietnam. We had frontal attacks in Korea and
in World War I. We had trench warfare. This is a very insidious
thing. You have people walking around with bombs on their bodies
and they come into a crowded shopping center or into a school bus
and they blow it up and kill a bunch of people or they fly an air-
plane into a building, and they will do anything they can to destroy
the things we believe in and our way of life.

While I am just haranguing on about the need to win the war,
I don’t want to be distracting from the purpose of this hearing. Ob-
viously I would say to Mr. Roth and the Defense Department work
harder. Make sure that you account for every dollar that you pos-
sibly can. I think everybody in this country, every taxpayer wants
to know that the money is being well spent.

And I think that the Secretary of Defense wants to know where
the money is spent and make sure that it is well spent. And I know
that everybody is trying to do that job over there. If we haven’t
done as good a job as we should have since 1947, then we just have
to try harder.
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But the one thing that I would like to end my statement by say-
ing is we cannot afford to lose the war against the terrorists, no
matter what it costs, no matter what it costs.

I yield back my time.
Mr. SHAYS. Would the gentleman yield?
Mr. BURTON. I would be happy to yield.
Mr. SHAYS. He has about 5 minutes and 40 seconds.
I thank the gentleman for his statement and I happen to agree

with it very strongly, but I still would like out of this hearing to
do a better job of getting a handle on our expenditures. So what
I would like to do is we have had different numbers, and they
range from a higher level by CRS to a slightly lower level, $9 bil-
lion.

What would account, as you understand it, for the difference be-
tween GAO’s estimates, say, and CRS’s? The CBO estimate is $432
billion, GAO is $430 billion, and CRS’s is $438 billion. Do we know
what would account for that difference?

Mr. ROTH. Let me at least start, Mr. Chairman. First of all, let
me make a comment here, because there have been a number of
comments made here about the reliability and the accuracy of De-
fense data. We do, in fact, provide accurate data.

Having said that, we understand the need to improve the data
that we have provided. We have in place a financial management
improvement audit readiness plan that will address many of these
issues that the GAO has identified in terms of audit readiness, im-
proved accuracy and timeliness of data, and improved business
practices. So I need to state for the record, sir, that the impression
that DOD across the board does not, in fact, provide accurate data
we would not subscribe to. That is not, in fact, the case.

Mr. SHAYS. The fact is, though—and this is the regretful fact—
DOD has not had auditable accounts since basically the end of
World War II, and it is a fact under every administration. Frankly,
I thought that would be one of the things that Mr. Rumsfeld would
have spent time on, but obviously it has gone in a different direc-
tion.

My testimony from the GAO is that you are making improve-
ments. When you will get to auditable accounts and pass an audit
will be, I don’t know, I hope in my lifetime. It is why I used to vote
against the Defense budget. I didn’t want to vote for a Defense
budget that wasn’t auditable. I started voting for them when our
men and women were on the firing line in Iraq.

That is my challenge there.
Mr. ROTH. Yes. We understand that.
Mr. SHAYS. But what I want to then say is, given that your ac-

counts are not auditable, you can’t account for the expenditures in
DOD if you make certain assumptions? What? What enables? Why
can we have confidence that the DOD numbers will be accurate as
it relates to the war?

Mr. ROTH. We have confidence in the numbers because we have
a substantial amount of oversight and a systemic way of looking at
the numbers, reviewing the numbers, and doing, for example, a
variance analysis on the numbers on a monthly basis. We do, in
fact, oversee the numbers. We have confidence that the numbers
are, in fact, correct. There are circumstances where we find that
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people in the field, for example, made some mistakes in terms of
transactions. Where we find that, we dutifully go out and correct
those kinds of——

Mr. SHAYS. But, having said we have confidence in the numbers,
we all—and maybe CRS and GAO would speak to this—we have
to make assumptions about the incremental costs. What concerns
me is we have a budget for DOD. It has men and women and
equipment. But we then send men and women and equipment over
to Iraq.

In one sense, the full cost of that general would have been paid
whether he was in Iraq or somewhere else. That is what I think
the answer to my question would have been. We have to make cer-
tain assumptions as to how much we attribute to the war and how
much would have just been an ongoing expense.

Then you have the Comptroller General who has made the point
there is a tale to this. There is a tale of health cost ad infinitum.
There is a cost of equipment that has been, frankly, either de-
stroyed or just worn out. And so we understand you won’t get it
perfect. Is there a process that you have, a scientific process that
enables you to distinguish incremental costs?

Mr. ROTH. There is, Mr. Chairman. The definition of incremental
cost, as Mr. Walker alluded to, as well, is very well defined. We
have it outlined in our financial management regulations. The ex-
ample you provide is actually a very good one.

When a military member goes to the theater on an assignment
to take part in the contingency operation, the base pay of that mili-
tary member is not, in fact, an incremental cost. You are absolutely
correct, Mr. Chairman. That military member would be paid
whether that military member were sitting in Fort Campbell here
at home or whether that military member were sitting somewhere
in Iraq. However, there are special pays that get activated when
that member goes into the theater, things like imminent danger
pay, hazardous duty pay, assignment pay.

Mr. SHAYS. Let me get into this, because the time is running out.
Mr. ROTH. OK. Those pays are incremental costs of the oper-

ation.
Mr. SHAYS. I didn’t mean to leave out CBO, and so please feel

free to jump in. Maybe you could just comment. Mr. Walker, you
were nodding your head. If you would just comment, and then we
will go to Mr. Waxman. Yes, Dr. Marron.

Dr. MARRON. Representing the middle number of your range, I
will start out. Appropriations are, at some level, the easiest thing
to track because you can track them at the moment that the laws
pass Congress. They don’t involve actions taken later on, primarily.

I believe the primary difference that occurs between the three
numbers are some judgments about certain appropriations that
happen not through that process but by transferring moneys from
the regular budget. Essentially, CRS, CBO, and GAO have made
different judgments about how much money on net was transferred
from other accounts into activities associated with the war on ter-
rorism.

Mr. SHAYS. Mr. Walker, do you want to just make a comment or
should I go to——
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Mr. WALKER. I think that is true. Some of our numbers are based
on overseas costs, only. As has also been mentioned, you know, we
don’t have numbers with regard to some of the classified oper-
ations. And as has also been mentioned by someone else, there is
supplemental funding that has occurred that is not for the global
war on terrorism but is for Army modularity, which obviously
wouldn’t be in here and hopefully wouldn’t be in anybody’s cost.

Mr. SHAYS. Do you want to just make a comment?
Ms. BELASCO. If I have this correct, CRS and CBO are fairly

close in terms of the moneys for Defense. For example, CBO is
about $393 billion and CRS is $397 billion. As you said, those are
basically how much moneys were transferred.

I don’t actually know where DOD’s number of $382 billion, if I
am correct—is that what you said——

Mr. ROTH. Yes.
Ms. BELASCO [continuing]. Where that total comes from and why

it is about $15 billion less than the CRS number. And GAO’s num-
ber, if I have it correct, is $386 billion for Defense. Again, I don’t
know why that number is less.

Mr. SHAYS. Thank you.
Mr. Waxman.
Mr. WAXMAN. Mr. Chairman, before I ask any questions I want

to comment on the statements made by our colleague, Mr. Burton
from Indiana. We didn’t start World War II. World War II was im-
posed upon us when the Japanese attacked Pearl Harbor, they in-
vaded the United States, and when Nazi Germany declared war
against the United States. It was not a war of choice; it was a war
we were forced into.

We were attacked on September 11, 2001. No one can argue that
Saddam Hussein led that attack on us. That attack was from
Osama Bin Laden and Al Qaeda. There was almost unanimous
vote of the Congress and support of the American people to go to
Afghanistan to root out Osama Bin Laden and the Al Qaeda and
to overturn the Taliban that gave them a place from which to oper-
ate.

The war in Iraq is a war of choice. It is the only war of choice
that this country has ever taken, and it was a war based on many
false premises. I know our chairman thinks this is a noble war. I
don’t think it ought to be confused with a war against terrorists
who would strike us. I think it was a war against the Iraqi people
based on the assumption that Saddam Hussein had weapons of
mass destruction which he did not have, based on the assumption
he was an imminent threat to us, which he was not, and based on
a desire by people in this administration to redo the whole Middle
East by the idea that we were going to invade Iraq and transform
them into a different reality.

Well, it has come home to us that the easy war we thought we
were going to engage in was not so easy after all.

If we look at what we were told not by the space Defense audi-
tors, not by OMB, and not by the Budget Office about what this
war would cost us, because this hearing is about estimating costs
for the Iraq war, Mr. Van Hollen already referred to this in his
opening statement but let me just repeat it: Paul Wolfowitz, not an
auditor but a Deputy Defense Secretary, said that the cost of the
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Iraq war, ‘‘We are dealing with a country that can really finance
its own reconstruction and relatively soon.’’

And Andrew Natsios, the Director of USAID, said on Nightline
that the most the United States would spend on reconstruction was
$1.7 billion. The head of the Office of Management and Budget,
working for President Bush, Director Mitch Daniels at the time the
war started, said total cost would be between $50 billion and $60
billion. And White House economic advisor Lawrence Lindsay, giv-
ing perhaps the highest estimate, said the that cost would be be-
tween $100 billion and $200 billion.

But now we know, as Mr. Walker testified last week, that we
have already spent more than $300 billion in Iraq, and the Bush
administration is now seeking over $100 billion more for next year.
Well, these administration estimates were off not by just a little
but substantially by orders of magnitude.

I want to put this in some perspective. People think that Con-
gress adopts a budget, and in adopting the budget we set out our
priorities for spending. If we are in a war we have to set that out.
We have to set out our priorities for revenue raising in order to
spend, and we try, the people think, to balance that budget so that
the amount of money we spend is equal to the amount of money
that we take in, except under some rare circumstances where we
have to go out and borrow that money.

Well, I don’t think people running this Government care how
much this war may cost because they assume we can just borrow
it. They are not going out and raising money to pay for it. In fact,
this administration, at a time when we are borrowing money to
fund this war, is giving tax breaks to billionaires. It has never been
the situation where this country has ever been at a war when we
have said to people we are going to give you tax breaks.

But we are not giving people tax breaks alone, we are giving
those at the very top tax breaks. We are saying to them you don’t
have to make a sacrifice to help fund this war. We are going to
send our volunteer Army, men and women, they are the ones who
will make the sacrifice. And when you come back to the United
States your children and grandchildren will be paying for this war
in higher taxes and a lower quality of life, because it doesn’t mat-
ter, we are borrowing it.

I think it was Vice President Cheney that was credited with say-
ing deficits don’t make any difference. We can go out and borrow
the money. They don’t make any difference. What he was talking
about, I believe, is that they didn’t make any difference politically
because people didn’t mind at the moment that the costs were
going to be passed on to future generations.

Democrats have always believed that you pay as you go along.
You decide on these priorities. You actually make a budget. You try
to stay with it. There are costs that you can’t anticipate, but there
are costs you can anticipate and there are costs you try to control.

But the Republicans running the Government in Washington
today want to say that this noble cause can be paid for by future
generations and by the sacrifices of young men and women who are
the ones on the front line.

Now, these cost estimates that we have had been way off. Mr.
Roth, my question for you as the Defense Department witness, and
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an auditor, as well: how much does the administration currently
estimate that the war in Iraq will ultimately cost the American
people, if you can give us such a figure?

Mr. ROTH. Congressman Waxman, we in the Defense Depart-
ment have not attempted to project a cost beyond the current fiscal
year. Given the unpredictability on certainty of the costs, I don’t
have any basis to develop any detailed analysis beyond this year.
So what we normally do is provide the detailed justification mate-
rial to support the supplemental request when it comes to Con-
gress. Beyond that period of time, that is, in fact, why we have ar-
gued supplemental appropriations are, in fact, an appropriate way
to finance that. We don’t have a sound basis to come up with an
estimate beyond the current fiscal year.

Mr. WAXMAN. Well, when the war started the administration’s
response is that we are taken by surprise, they never anticipated
any insurgency, they thought they could reconstruct Iraq with no
worries about security. That argument, of course, is ridiculous, and
they should have known it because General Shinseki warned the
administration that they would need several hundred thousand
troops, and he was ridiculed for his candor.

And the former President Bush, President Bush’s father, after
the first Gulf war explained his decision not to invade Baghdad by
warning that a U.S. occupation would result ‘‘incalculable human
and political cost, that there would be no viable exit strategy, and
the United States could still be an occupying power in a bitterly
hostile land.’’ Well, how could we have been taken by surprise?
People were telling this administration, they were telling the
American people what to expect, and yet President George W.
Bush, Secretary Rumsfeld, even Secretary of State Colin Powell all
bought into the idea that it was all going to work out well and we
could do this on the cheap.

How could the Defense Department, in trying to make estimates
of cost, fail to anticipate the cost of battling the insurgency, Mr.
Roth? Do you have any idea how they came to that conclusion that
they couldn’t, they didn’t have to figure out cost for battling an in-
surgency when the war started?

Mr. ROTH. Again, Congressman Waxman, in terms of when we
build the budgets, there is no basis to say in terms of battling the
insurgency as separate and distinct cost element along those lines,
so, sir, I don’t have any insightful comment to make on that.

Mr. WAXMAN. Well, even when we look at the experience of the
past 3 years and we look at the amount of money that has been
wasted, the Bush administration still pays the money. For exam-
ple, in Haliburton’s $2.4 billion oil contract in Iraq the Pentagon’s
own auditors identified over $263 million in excessive and unsub-
stantiated costs. Those were the auditors working for the Pentagon,
and the administration ignored their own auditors and paid
Haliburton 97 percent of these charges, and then paid Haliburton
award fees and bonuses on top of that.

I just feel, Mr. Chairman and my colleagues, this has to stop. We
owe it to the American people who are paying for this war and to
the troops who are giving their lives for it that we have to stop the
waste, fraud, and abuse, and we have to fight against the terrorists
that threaten us in a smart and informed way, not one where we
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are seen to be wrong at every turn, so much so that we can’t even
figure on what the costs are going to be from 1 year to the next.

I yield back the balance of my time.
Mr. SHAYS. I thank the gentleman.
I would recognize Mr. Platts and ask if he would just yield me

a speck of his time and I can return in favor.
Mr. PLATTS. Certainly, Mr. Chairman. I yield to the chairman.
Mr. SHAYS. Thank you.
Mr. Roth, I find your answer really very surprising, and I just

want to say that your statement needs to be very accurate for the
fact you are speaking before Congress and you are under oath. I
don’t think you meant to imply that there have been no estimates
of what this war will cost in the future, because that is your an-
swer.

Mr. ROTH. Sir, I have not participated in any effort to forecast
the cost into the future.

Mr. SHAYS. Are you aware——
Mr. ROTH. What we do is we prepare——
Mr. SHAYS. I understand what you said.
Mr. ROTH. We prepare the cost estimates in support of our budg-

et.
Mr. SHAYS. There is no one in DOD that is trying to estimate

what the cost will be if we have this number of troops or if we have
this number of troops? There is no estimate of those potential
costs?

Mr. ROTH. I am not aware of any estimates in terms of trying
to forecast future force levels because due to the unpredictability
of the nature of the war and these kinds of things. I am not aware
of any effort.

Mr. SHAYS. I think Congress has asked DOD to do that. Am I
wrong, Dr. Marron or Ms. Belasco? Haven’t we asked them to give
us a projection of future costs?

Ms. BELASCO. There was a statutory requirement for that and
DOD sent in a letter—I think it was actually an OMB letter—say-
ing that they couldn’t give any estimates for, I think, fiscal year
2006 to fiscal year 2012 because of the uncertainty. They were sup-
posed to ask for—the requirement was that they had to submit an
estimate unless the President submitted a waiver saying that for
national security reasons they couldn’t do it. They never submitted
the waiver; they just sent a letter in saying they couldn’t do it.

Mr. SHAYS. Mr. Walker, could you enlighten us on this?
Mr. WALKER. We have recommended that they attempt to do

that, but my understanding is they have not endeavored to do it
to date.

Mr. SHAYS. Well, I have used a minute of my colleague’s time,
slightly more than that, but I find that beyond comprehensive,
frankly. As President of the United States and as a Congress, we
would want you to be able to tell us what will be based on this
number of troops, based on this scenario, based on this scenario,
and I can’t believe that we would not have asked you to do it and
I can’t believe that we would not expect you to do to it.

I thank the gentleman for yielding.
Mr. PLATTS. Thank you, Mr. Chairman. I appreciate your hosting

this hearing. I think it is very important.
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I want to try to focus on I think what we are really after, which
is the accuracy of what we know and the financial management of
DOD and Department of State and all agencies involved in the
global war on terror, because, while I think it is safe to say that
we can’t predict with any great certainty what next year or the fol-
lowing year will be on the war front from a strategic military
standpoint, but what we can predict with more certainty is our
ability to compile and accurately report the dollars appropriated
and ultimately expended, and even there though we are going to
have uncertainty.

I guess the way I would say it is we can with certainty say we
are going to be not very exact because of DOD problems and finan-
cial management. That is what I want to get into here, which I
think is what we are really after.

General Walker has been with us in our Subcommittee on Finan-
cial Management a number of times, and DOD’s efforts of reform
that have been going on for several years, and that is really where
I want to maybe take the discussion a little bit.

I will start with Mr. Roth. One, I appreciate all of your testi-
monies and your service and your different capacities and Mr. Roth
at DOD. OMB about a year ago put out their A–123 regulations re-
garding internal controls to all departments and agencies, a dead-
line of June 30th of this year to bring forth your plans, to have
them done, and to report on those plans as part of the financial
audit information in November.

I was wondering if you can give us an update on where DOD
stands in complying with the A–123 regulations on internal con-
trols, because, as the subcommittee chair for Financial Manage-
ment, it seems like I keep coming back to if we want, as we talk
about in the title here, accurate and reliable cost estimates, we
start at the bedrock, which is internal controls, because if you don’t
have those in place you may have numbers, but whether they are
accurate or not you never know. So where does DOD stand with
A–123 compliance?

Mr. ROTH. I will have to provide for the record specifically where
we are with A–123 compliance, per se. But, having said that, let
me say we have in place a financial improvement and audit readi-
ness plan that we put into place in December 2005. This plan does,
in fact, address improving internal controls, dealing with material
weaknesses, and ensuring our fiscal stewardship, and so it lays out
in a very systemic, a very integrated way a plan to address these
kinds of deficiencies and to achieve on an event and performance
basis in improving our overall financial management stewardship.

And so already to date there are a number of success stories in
areas like military pay, in areas in terms of reducing our material
weaknesses. For example, during 2005 our material weaknesses
were decreased from approximately 47 to 34. Of those material
weaknesses, the financial weaknesses were reduced from 17 to 13.
So we do, in fact, have a very systemic plan. We track it on a
monthly basis. We do periodic reviews. And we have in place a very
comprehensive plan to deal with all the kinds of weaknesses that
others have identified and all the kinds of improvements that are
necessary to bring us into an auditable condition.
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As far as where we stand on the 123, per se, I will have to pro-
vide that for the record.

Mr. PLATTS. If you could provide that to the subcommittee for the
record, I think the fact that DOD is not even able to be audited,
let alone get even a qualified opinion, goes to the whole issue here
of these accurate and reliable cost estimates.

Mr. PLATTS. That plan is in place, Mr. Walker. I am not sure,
has GAO reviewed and commented on the plan that was referenced
and how they are moving forward with it? Are you aware?

Mr. WALKER. We have seen several. I don’t know that we have
seen the latest. I will followup with my staff and provide something
for the record on that, Mr. Platts.

Mr. PLATTS. And, Mr. Roth, how about your IG? I know that the
DOD IG has been very involved in these issues. Are they involved
in reviewing that plan and the headway you are making and com-
menting on the progress?

Mr. ROTH. Well, it is a plan that has been vetted throughout the
Department of Defense, and all the stakeholders, if you will, and
all the interested parties have looked and have taken part in pre-
paring that plan. It, for example, was a key. The development of
that plan and the fact that we have that plan or are making
progress along the lines of the kinds of efforts and initiatives that
are outlined in the plan did, in fact, lead, for example, the Office
of Management and Budget, as I alluded to in my statement, to
change our progress rating under the Presidential management
agenda in financial management from yellow to green. It was in
large part because of the existence of this plan and the fact that
the Department is, in fact, carrying out the plan and is, in fact,
achieving many of the goals that are outlined in that plan.

Mr. PLATTS. One of the challenges at DOD has been every dif-
ferent component having its own financial management system and
there was an effort to tally those, and the last count I saw we were
at 3,000 and counting, in different systems, and so the ability to
bring all the information together was very difficult. Where do we
stand in that effort of trying to unify the various agencies, compo-
nents within DOD to have a unified reporting system that is able
to better communicate across the lines?

Mr. ROTH. Along those lines, sir, we are implementing a stand-
ard financial language throughout the Department. This is going to
be a new accounting structure that will enable the Department to
manage our costs, value assets, for example, forecast future needs,
develop better historic trends, and the like, and so we are in the
process of trying to address those kinds of issues to try to put the
overall financial information system, the overall accounting system
on a more common denominator, more common language kind of a
basis.

Mr. PLATTS. Is there a timeframe for when we can expect that
to be in place, that common language?

Mr. ROTH. I will have to get back to you. I will have to provide
that for the record. I don’t have that date right here.

Mr. PLATTS. I would appreciate that.
I appreciate the effort that is being made at DOD and, in fact,

Secretary Rumsfeld, September 10, 2001, gave a very important
speech at DOD about business systems modernization. The events
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of September 11th happened the next day and kind of overtook the
importance of that message. That being said, he has reasserted
that message, you know, numerous times in trying to bring the
DOD into a financially accountable department, but it seems that
each time we have had hearings that it is always something in the
works. We are not seeing an actual outcome achieved, as opposed
to something in the works.

Mr. Walker, your assessment of where we are with this systems
improvement of getting that ability to communicate within the De-
partment in a more uniform fashion?

Mr. WALKER. The latest plan that I have seen is clearly superior
to the last plan. It is a lot more realistic in its approach. It doesn’t
set, at least the financial management portion of it doesn’t set arbi-
trary timeframes for an end gain to get a clean opinion. It is fo-
cused on specific line items and specific entities, so I think that is
a clear plus. But, you know, candidly, it is going to take them years
to get to where they need to be.

Last thing, Mr. Platts, I think is important, if you wouldn’t mind,
is why do you care about cost? I mean, ultimately you are going
to have to do what you have to do, but there are several reasons
why I think the chairman has asked for this. I mean, one, you need
to exercise your oversight responsibilities, which you are trying to
do with regard to the funding and the accountability for the fund-
ing.

Second, you have to have a decent cost accounting system in
order to review the justification for resource requests, whether they
are part of the baseline or the supplemental or anything else.
Third, ultimately you want to try to get a sense for what this is
going to cost us longer term. You have to have timely, accurate,
useful information in order to accomplish those objectives. That is
why it is important.

Mr. PLATTS. Final question before I run out of time. Mr. Roth,
an issue that we looked at and GAO again has been a proponent
of is a chief management officer in the Department to allow us to
have more continuity within DOD to get to this end goal that we
are all after. Has the Department looked further at that proposal
from GAO? And, if so, where does it stand?

Mr. ROTH. The Department is on record as saying that a chief
financial management officer is not something that we will en-
dorse. That said, I mean, we feel, we have in place strong manage-
ment controls led, you know, from the most senior echelons of the
Department to deal with the business transformation, business
modernization kinds of efforts, to try to improve our business sys-
tems and our financial management systems and the like, and so
we think we do, in fact, have adequate systems in place. We do,
in fact, think we have an adequate architecture in place to deal
with those kinds of issues.

Mr. PLATTS. Mr. Walker, I am glad to let you respond as long as
the chairman will let you.

Mr. WALKER. If it is OK, Mr. Chairman, it is very important.
No. 1, our recommendation was not with regard to chief financial

officer. They have a chief financial officer. It was a chief manage-
ment official to be responsible for the overall—taking a more stra-
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tegic, integrated, and consistent approach to the business trans-
formation process.

For the record, I might note that the Defense Business Board,
which advises Secretary Rumsfeld and Deputy Secretary England,
recommended for the establishment of a chief management officer
at the principal undersecretary level two level recently, and this
week I will be speaking with representatives of another entity that
has been charged by the DOD to conduct a separate study on this
issue, as per congressional direction. I also know that one of the
world’s largest consulting firms is going to, within the next few
weeks, come out recommending this, as well. So I think the jury
is still out.

Mr. PLATTS. Thank you, Mr. Walker, and thank you, Mr. Chair-
man. Sorry for going over.

Mr. SHAYS. That is all right. We are going to give the gentleman
from Maryland an additional minute and a half, so he will have
111⁄2 minutes.

Mr. VAN HOLLEN. Thank you, Mr. Chairman. Again, thank you
for holding this hearing. Thank you all for your testimony here
today. Mr. Roth, I think you are bearing the brunt of the questions
for the simple reason that most of the moneys are spent in the De-
fense Department, and, as you say in your testimony, your prin-
cipal role is to build the budget, whether it is a base budget for
DOD or a supplemental request.

If I could just underscore this issue which has come up in numer-
ous hearings, and Mr. Walker has underlined that on behalf of the
Government Accountability Office, with respect to DOD’s record,
whether you are at war or not war, and financial management, my
understanding is since 1990, when GAO first instituted its risk/
high risk watch, agencies that would be on a watch list for poor fi-
nancial management, Defense Department has been on there.

It is not enough for people to say we have a lot of costs because
we are at war at this particular time. The fact of the matter is that
has been the record there for many, many years, whether we are
in conflicts or not in conflicts, and this Congress bears a fair
amount of responsibility for making sure we have the adequate
oversight. I know the chairman of this subcommittee has said it is
one of the issues he wants to address going forward.

Second, just to pick up on another point you made, Mr. Walker,
which is that one thing we want to get a hold of, obviously, is the
accuracy of expenditures already made. We should be able to do
that if we have good accounting records. But the purpose of this
hearing is not just to count dollars spent. The purpose of this hear-
ing in the memo sent out by the chairman is one sentence: the pur-
pose of hearing is to examine the accuracy and reliability of cost
projections for the global war on terror. I already talked about the
fact that I think we should desegregate that umbrella, Afghani-
stan, Iraq. I know we are going to get the numbers, but we are
talking about accuracy of cost projections.

Now, we had some very good testimony from our representative
from CRS, Ms. Belasco, who outlined a number of pieces of infor-
mation that would be very useful for the Congress to have so we
can try and have our independent arm reach some conclusions
about these costs.
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Now, Ms. Belasco, you in your testimony talk about at least four
major items of information that would be useful to get from the De-
fense Department. I guess my first question to you, have you re-
quested the Defense Department provide you with this informa-
tion?

Ms. BELASCO. Well, periodically over the years I have asked, for
example, for troop levels, but in general it is very hard to get infor-
mation out of the Department of Defense, so I in many cases just
resorted to sort of backing into estimates of my own or using pub-
lished sources. I mean, I have gotten some information, some data
base runs on troop levels, but when there are inconsistencies I
can’t resolve the inconsistencies. And as I think Dr. Marron said
from CBO, part of the problem is in DOD’s justification material
for its supplementals there are basically no details about what
drives the cost.

Mr. VAN HOLLEN. Let me stop you there, Mr. Roth, and just ask
you: is DOD reluctant to provide the Congress with this informa-
tion? Let me ask you some specifics. One of the categories, for ex-
ample, that Ms. Belasco mentioned in her testimony, providing
Congress we key planning assumptions that drive cost, including
troop levels. Let me ask you, when you put together your budget
projections for the past supplemental and other request, you make
some estimate of troop levels, do you not?

Mr. ROTH. Yes, we do.
Mr. VAN HOLLEN. Are you opposed to providing Congress with

that information?
Mr. ROTH. No, and we have in the past. We have discussed it

with our oversight committees on many occasions.
Mr. VAN HOLLEN. All right. You provide that in advance for the

purposes of budget projections, or just the current troop levels?
Mr. ROTH. Just the current troop levels.
Mr. VAN HOLLEN. We are talking about budgeting now. I mean,

the whole purpose of this hearing is to try and get a handle on
what future costs are going to be, so my question to, and this is—
you know, I understand, thanks for telling us how many troops the
United States has on the ground in Iraq, but when it comes to
budgeting, which is what this hearing is all about, we need to get
the best estimates. I guess my question to you is: are you opposed
to providing Congress with your estimates of troop levels going for-
ward?

Mr. ROTH. Certainly not, Congressman. Let me amend—mis-
construe what I meant by current. We provide the basis for the cost
estimates. When we send a budget up, whether it is a supple-
mental, baseline budget, or any other kind of a budget, we will, in
fact, engage in a dialog, as we always do, with the oversight com-
mittees in what drives those cost estimates, and so we do, in fact,
provide the data that is requested of is in terms of what was the
basis of the cost estimate and anything else that drives the cost es-
timate that we have provided.

Mr. VAN HOLLEN. Do you have an opportunity to hear the testi-
mony of Ms. Belasco with respect to the specific items that would
be helpful?

Mr. ROTH. Yes.
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Mr. VAN HOLLEN. Are you opposed going forward then with mak-
ing sure that CRS has that information in a timely manner?

Mr. ROTH. Certainly, we are not opposed to providing the infor-
mation for people to understand where our cost estimates come
from.

Mr. VAN HOLLEN. OK. And when you put together, for example,
the current supplemental, you made certain assumptions about
troop levels going forward, did you not?

Mr. ROTH. We made certain assumptions concerning the cost
within that supplemental, yes.

Mr. VAN HOLLEN. OK. Well, I mean, did you have any assump-
tions regarding the number of troops on the ground which would
be a variable, cost variable, right?

Mr. ROTH. Yes, it would.
Mr. VAN HOLLEN. OK. Let me just go back, because I think that

part of this is trying to get a sense of cost going forward, and there
is also an accountability piece to this. I do want to get some sense
of the assumptions that were made at the very beginning going for-
ward. Are you aware of the fact that Mitch Daniels, the former
head of OMB, estimated the cost of the war at the outset to be be-
tween $50 billion and $60 billion?

Mr. ROTH. I am not conversant with that estimate.
Mr. VAN HOLLEN. OK. Are you aware of any Pentagon esti-

mates—and there was a Wall Street Journal article from back in
September 2002. There were numerous articles leading up to the
war where people were trying to get a handle on the cost. It was
said in those articles that $50 billion was the number coming out
of the Pentagon. Can you confirm that was a working number in
the Pentagon?

Mr. ROTH. No, I cannot.
Mr. VAN HOLLEN. So you are in charge of putting together the

budgets at the Pentagon; is that right?
Mr. ROTH. Yes.
Mr. VAN HOLLEN. OK. But you have no idea where that number

came from; is that correct?
Mr. ROTH. No, sir. No, I do not.
Mr. VAN HOLLEN. All right. But in your capacity as the person

who puts together budgets, you did have to make some assump-
tions about the cost of the war, did you not?

Mr. ROTH. Yes, we did.
Mr. VAN HOLLEN. OK.
Mr. ROTH. Let me explain, if I could just take 1 minute real

quick to explain.
Mr. VAN HOLLEN. OK.
Mr. ROTH. When we build the budget estimate for the contin-

gency operations, we work very closely with combatant command-
ers, with the joint staff, with the war fighters, with the services
who actually incur cost to develop these cost estimates, and those
include assumptions concerning logistics support, obviously troops
on the ground, that is a major driver of it, rotations, troops going
in, troops coming out, these kinds of things.

And so these are long, iterative processes. We get a lot of criti-
cism sometimes within the building how long and painful the proc-
ess is, but we work very carefully with all the stakeholders, all
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those who have some interest and would incur some of those costs
and try to get the subject matter experts, whether they be person-
nel people, logisticians, medical people, whoever, all the kinds of
costs that go into this.

And so the cost estimate you ultimately see in a supplemental
budget request reflects the result of this iterative process in terms
of developing a cost estimate for a given time period to say over
the next 12 months this is what we forecast to be the cost of sup-
porting the contingency operation for the year.

Mr. VAN HOLLEN. All right. Well, let me ask you, were you a part
of the budgeting process at the time we went into Iraq?

Mr. ROTH. Yes, I was.
Mr. VAN HOLLEN. OK. What was your cost estimate at that time

for that year? In other words, the year ahead. In other words, when
you said we are going in, here are the assumptions we are making,
because, as you have said, you have obviously got to make certain
assumptions. I think everyone understands that there is no abso-
lute certainty here, but people putting together budgets usually put
together sort of a range in terms of their projections. So my ques-
tion to you is: when we went to war in Iraq what was the cost
range that you at the Pentagon put together for purposes of budg-
et?

Mr. ROTH. The first budget I recall—and if it is different I will
correct you for the record—the first budget I recall that we explic-
itly asked for money for Iraq, the total supplemental in that fiscal
year was fiscal year 2003, and the total supplemental request for
that year was $62.5 billion.

Mr. VAN HOLLEN. But I think I am asking you a little different
question, and maybe nobody did it. I understand what your supple-
mental request was. My question is different. My question is: was
there any estimate ever put together as to what the cost of going
to war in Iraq would be? And if so, I am trying to find out what
assumptions were made.

And if you are going to tell me there was no estimate, I mean,
we know Lawrence Lindsay had an estimate. His was $100 billion
to $200 billion. We know that people in the administration like the
Deputy Secretary said that is off the mark, that is too high. We
know Mitch Daniels said that is ‘‘very, very high.’’ So obviously
Mitch Daniels had an idea of what the war would cost. Obviously,
Lawrence Lindsay had an idea of what the war would cost.

What is confusing is how the President’s chief economic officer,
chief economic advisor, and the head of OMB could have ranges of
what the war would cost, but the people who were going to bear
the primary cost in terms of budget, the Defense Department,
didn’t have a similar figure. If you did have a figure, I am inter-
ested in knowing what it was.

Mr. ROTH. My office did not make any attempt to do a multi-year
estimate of what the cost of the war might be. Again, we focused
on providing the supporting material for the given supplemental at
the time.

Mr. VAN HOLLEN. Did you make any assumptions about——
Mr. SHAYS. Would the gentleman just yield a second?
Mr. VAN HOLLEN. Yes.
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Mr. SHAYS. It is just because it is the term, and I want to make
sure we are on record. When you say ‘‘your office,’’ did any other
office——

Mr. ROTH. I am not aware of any. My point is I am not aware
of any, sir.

Mr. VAN HOLLEN. Just for clarification, so you are not aware of
any estimates put together in the Department of Defense with re-
spect to the cost of the war in Iraq; is that right?

Mr. ROTH. For a ‘‘total cost of the war?’’
Mr. VAN HOLLEN. At the outset.
Mr. ROTH. No, sir.
Mr. VAN HOLLEN. So, again, that $50 billion, you have no idea

where that came from?
Mr. ROTH. No, sir, I do not.
Mr. VAN HOLLEN. When you did your budgeting, you are saying

you just assumed, what, that the war would go on indefinitely, or
that it would just go on for the period of the supplemental? I mean,
here’s the issue. I think the chairman has been very diplomatic
here, because what we are saying, as I understand it, is the best
way to get a sense of the cost going forward is to do some analysis,
No. 1, of what the cost actually has been to date, but also to get
some sense about how good and reliable our cost estimates have
been to date and our projections so we can make any corrections
in how we are projecting cost going forward. And what we are
hearing really is that when it comes to sort of the long-term costs,
or when it came to trying to put together a number at the outset
about what the total cost would be, there wasn’t anything done. Is
that right?

Mr. ROTH. Again, not that I am familiar with. No, sir. I mean,
again, what we did is cost out the plan for a certain period of time
as it was outlined to us by the commands and by the war fighting
staff, and that is what we did.

Mr. VAN HOLLEN. Mr. Chairman, so they just said here are our
troop levels, here’s how long we want you to budget these troop lev-
els for, here’s the expenditure equipment, here’s the munitions we
are going to use, you guys just tell us what the cost is?

Mr. ROTH. Again, for a set period of time, yes, sir.
Mr. VAN HOLLEN. For a set period of time, and that was the pe-

riod of time in your testimony just for the supplemental?
Mr. ROTH. Yes, sir.
Mr. VAN HOLLEN. OK. Well, Mr. Chairman, I know——
Mr. SHAYS. We are going to do a second round. There are not

many of us, so we will come back.
Mr. VAN HOLLEN. I appreciate that. Thank you, Mr. Chairman.
Mr. SHAYS. I would like to take my time and say to you I don’t

want to end this hearing until we have a better handle on this. I
know we haven’t asked State and USAID questions yet, and we
may get to you in the second round, but I at least want to feel like
we have a better sense of what the heck is going on here, and I
am going to ask the GAO and the CBO and Congressional Re-
search to listen to the answers and then help me out in trying to
understand what I should rightfully expect.

Mr. Roth, what I need to do in terms of how you respond to ques-
tions, I assumed you were a policy person, not a scribe under or-
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ders, and so that you recommend the best procedures that DOD
should move forward with. Is that an accurate assumption? These
aren’t trick questions. These are just trying to understand.

Mr. ROTH. Yes, sir. I mean, I try to provide the best advice I can.
Mr. SHAYS. Well, have you been requested not to make estimates

of future costs of the war by either the Secretary or anyone under
the Secretary or anyone from OMB, anyone from the White House,
anyone? Have you been requested not to make estimates of future
costs?

Mr. ROTH. No one has directed me not to make estimates. No,
sir. I mean, I am not——

Mr. SHAYS. Or your office or anything.
Mr. ROTH. No.
Mr. SHAYS. OK. I don’t want to have to feel like I have to be——
Mr. ROTH. I am not trying to be. No, sir.
Mr. SHAYS. I don’t know how we can project future manpower

needs if we are not thinking about different scenarios. I, there is
a scenario—I just came back from Iraq—that says we need 50,000
more people to really gain control of Baghdad, the 1-to–20 ratio
which we talked about in the last hearing. I went in thinking, OK,
we will need some more folks. Then I am leaving believing that has
to be Iraqis with an Iraqi face, but I still had to wrestle with it.

Are we going to be asking for more people? It just seems to me
that if I were a Secretary I would have directed you to say, OK,
if we need to send in more troops this is what it is going to cost.
I want to know. If we are going to bring down 10,000 troops every
other month, this is what it is going to cost. I would want to know
those numbers. And no one has asked you to even project that kind
of scenario?

Mr. ROTH. We have certainly done analysis when requested to
say what does it cost to field 10,000, what is the cost to field 20,000
people, and these kinds of things, but we have been given—what
I am hearing here is have we been given a scenario over a multi-
year period of time to price out to say what would it cost with X
thousand of people over a 2 to 5-year period. We have not done
that, No, sir.

Mr. SHAYS. OK.
Mr. ROTH. But we have, we are asked for information about what

does it cost to field certain number of soldiers, these kinds of
things, we have responded to those kinds of specific requests. Abso-
lutely.

Mr. SHAYS. Let me ask just CBO and just GAO this question. Is
it unreasonable? Am I thinking not logically that we would want
to expect that DOD would make those kinds of analyses? And let
me ask you, are they not doing that in the Budget Committee? Has
no one in the Budget Committee, Dr. Marron, asked for these kinds
of estimates?

Dr. MARRON. Sir, certainly in our line of business we get requests
from various people, including the budget committees, as you em-
phasize, who bring to us, in essence, their scenarios, what might
possibly happen, say, over the next 10 years in terms of personnel
in Iraq, and then they come to us and they ask us to try to esti-
mate what the potential cost implications of that would be.
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Obviously, CBO was typically not in a position to make our own
projections about what force levels would need to be. That is not
our sort of core competence, but conditional on the scenario we can
cost it out.

Mr. SHAYS. Is it considered bad business practices to want those
projections or good business practices to want those projections?

Dr. MARRON. I would say we consider that to be a perfectly rea-
sonable request from our clients at the budget committees.

Mr. SHAYS. Is it reasonable to expect the administration would
do that?

Dr. MARRON. I guess I would be hesitant to say what is reason-
able or not reasonable for the administration. Again, I think it is
perfectly reasonable for our congressional clients.

Mr. SHAYS. What would——
Mr. WALKER. Mr. Chairman, it is my understanding the adminis-

tration has taken the tack it is one supplemental at a time ap-
proach. In other words, they will come up with estimates for troop
levels and other types of expenditures and they will provide that
each time they submit a supplemental, but they generally have not
gone beyond that. They have said consistently that they can’t be-
cause of the uncertainty of what the conditions will be on the
ground.

It is my understanding they haven’t done it. We believe that they
should be doing it for a reasonable period of time. We believe that
it is prudent to do it. We believe that historically, if you look back
at prior conflicts, after a period of time it has been done. You know,
obviously there is a great degree of uncertainty, but we believe it
is possible and prudent to have some estimate beyond the current
approach.

Mr. SHAYS. And I will tell you why I would say it is prudent. I
mean, if I look back on anything I regret over the past 4 years, I
don’t regret going into Iraq based on what I believe, but I do regret
not nailing down what projected costs would be. And I actually was
somebody who believed it would be paid first out of oil money and
the administration said we are not going to do it. Then I believed
it would be paid by us and whatever we could get from contribu-
tions from others. Because we were so off, I feel that we have even
a greater obligation to try to nail down costs because we were so
off. I, frankly, would have expected that DOD would have done
that.

Mr. Roth, this is above your pay grade, but I will tell you what
I suspect. What I suspect is that nobody is doing it because you
don’t want to know, because if you know then you have to share
it with Congress, and that somehow we are not going to like what
those numbers are.

Strongly believing that what we are doing in Iraq is a noble ef-
fort, bringing democracy to this part of the world, having been
there where Iraqis say to me, when I ask their biggest fear, it is
not the bombing. Their biggest fear is that we will leave them, giv-
ing them the taste of democracy. I don’t wrestle with whether this
is a noble effort worth the dollars or even the lives, and I don’t
wrestle with the issue with the issue of whether or not this is a
‘‘war of choice’’ or whether we waited until we get the heck bombed
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out of us, because, frankly, I don’t wrestle with the failure that we
had in World War II.

Had we listened to FDR, had we acted sooner, maybe Russia
wouldn’t have lost 25 million people and maybe we wouldn’t have
had the killing fields that existed there and maybe we wouldn’t
have had the extermination had we stepped forward. And then
would people have said, if we had done something before we were
attacked in Pearl Harbor it was a war of choice? I don’t think so.
It would have been a more logical thing to have done. Japan went
into China in 1928 and we seemed deaf to it. So I don’t wrestle
with that, but I do wrestle with my failure to come to grips with
costs.

Mr. Higgins, when I get to your round I am going to be asking
you about understanding why it is difficult to divide the war costs
for State Department. It may be that you don’t have that much in-
cremental cost, but maybe you could explain it to me. I guess if you
have a secretary or Ambassador they are going to be there, but
clearly have more State Department folks in Iraq than elsewhere.

I would suspect that one of the answers that you are going to tell
me is that a lot at State Department aren’t State Department
folks. There might be more CIA agents, intelligence agents. It
might be more FBI. But I would love you to be able to kind of sort
that out and think about it before I ask, because your cost—the
thing that is challenging, it seems to me, for State Department is
that half of the State Department is filled by people that aren’t
State Department. I would like that to be dealt with.

With the remainder of the time, I would like to start where I
can’t yet get to. I want to know the cost elements of determining
the global war on terror. In other words, what are the elements
that we then say are attributed to the war on terror? I would like
to get from the panel definitions of what those elements are. I
would like the kinds of things that we would call incremental, and
I would like to know what we have left out of the equation.

I mean, you have all given us numbers, but one of them is a
term, I think it is called reset, and reset is a term about what we
then have to do to get our equipment back into shape, so I am
going to want to know those answers. I will want to know before
we leave what is a logical process for determining the war cost,
how close are we to actually doing that? That is what I would like
to do.

With this, I am going to go to you, Mr. Kucinich, for the second
round.

Mr. KUCINICH. Thank you very much, Mr. Chairman.
I share your concern about a lack of information, reliable infor-

mation that this Congress needs in order to have accountability to
the American people. I also would suggest that the scope of this
hearing is so important that it may be possible that we are not
going to get all the answers today and we may have to invite some
of these individuals back in the not too distant future as a follow-
up.

I want to go back to Mr. Roth. You answered the Chair that no
one has directed you not to provide information on the cost of the
war. Did you ever have in-house talk about what the war costs?
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Mr. ROTH. Clearly we talk about it every day, sir, but mostly in
terms of this since we are, in fact, a budget shop. I mean, we deal
in terms of today’s cost, what is it costing me today. Is it funding
that has been made available to us through the supplemental suffi-
cient to cover today’s costs, and these types of things. I will have
to say, quite honestly, the vast majority of our conversations inside
our office have to do with today’s cost.

Mr. KUCINICH. All right. Now, have you ever had a discussion
with the Secretary relative to the costs of the war?

Mr. ROTH. I personally have not, other than to brief him, obvi-
ously, on what the costs are in the supplemental, itself, and these
kinds of things.

Mr. KUCINICH. So you have spoken to the Secretary?
Mr. ROTH. We have briefed him on the costs.
Mr. KUCINICH. You?
Mr. ROTH. My staff.
Mr. KUCINICH. Have you ever met Mr. Rumsfeld?
Mr. ROTH. Yes, I have.
Mr. KUCINICH. OK. Thank you. Have you talked to Mr. Rumsfeld

about the budget?
Mr. ROTH. I have, yes, sir. I have briefed him on what the costs

are in the budget, yes, sir, as I have said before.
Mr. KUCINICH. OK. You are the Deputy Comptroller from the Of-

fice of the Undersecretary of Defense, Comptroller, Department of
Defense, and you deal with the program and the budget and you
have talked to Mr. Rumsfeld. Has Mr. Rumsfeld ever asked you,
gee, John, how much is this war going to cost?

Mr. ROTH. We haven’t had that kind of a conversation. No, sir.
Mr. KUCINICH. Wow. Have you had that kind of a conversation

with anybody in the rank between your office and Mr. Rumsfeld?
Mr. ROTH. Are you alluding to, again, trying to forecast the cost

of war?
Mr. KUCINICH. Just how much is the war going to cost.
Mr. ROTH. Again, we talk every day about the costs that are

being incurred, taking a look and seeing how that will affect——
Mr. KUCINICH. How much will it cost? How much will this war

cost? Has anybody ever asked you?
Mr. ROTH. No one has provided me an estimate on when this war

will be over, so, again, due to the uncertainty and due to the unpre-
dictability of it, I don’t have any basis to cost it out.

Mr. KUCINICH. If the war ended today, how much will it cost? Do
you know?

Mr. ROTH. If the war ended today, I would have a cost estimate.
I could come up with a number in terms of the cost. There would
be, obviously, a tail in terms of bringing people home. There would
be the reset bill, as the chairman has alluded to.

Mr. KUCINICH. And if the war ends in 5 years could you estimate
the cost?

Mr. ROTH. I would have to do so. I haven’t done so to date.
Mr. KUCINICH. If the war ends in 10 years, would you be able

to estimate the cost?
Mr. ROTH. But, again, I would have to be given some parameters

and some estimate of what kind of operating tempo we are talking
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about, the kinds of troops we are talking about, those kinds of
things.

Mr. KUCINICH. Now, are the elements in your cost estimates, you
use how much money has been spent to a given date, right? Would
that be——

Mr. ROTH. Yes, sir.
Mr. KUCINICH. In your cost estimates, would you use future

spending and operations?
Mr. ROTH. Yes, sir. I mean——
Mr. KUCINICH. Would you include in your cost estimates the cost

for the VA?
Mr. ROTH. No, sir.
Mr. KUCINICH. Would you include in your cost estimate the cost

of brain injuries?
Mr. ROTH. I don’t have a way of costing out future costs being

incurred outside of the Defense Department for things like medical
conditions and the like. Again——

Mr. KUCINICH. What about veterans’ disability payments?
Mr. ROTH. Again, sir, that is not under my purview. That is

under the Veterans Administration.
Mr. KUCINICH. Demobilization costs?
Mr. ROTH. Well, demobilization in terms of the military force

coming home and bringing folks home and the logistic support and
that kind of stuff which, in fact——

Mr. KUCINICH. Would you include that?
Mr. ROTH. Yes, sir.
Mr. KUCINICH. Would you include increased Defense spending,

forecast for increased Defense spending, how much it is going to
cost for certain operations?

Mr. ROTH. Again, if there are incremental costs associated with
a military operation, I would, in fact, attempt to cost that out. Yes,
sir.

Mr. KUCINICH. Would you cost out the interest on the debt for
the cost of the war?

Mr. ROTH. Again, sir, that is not under my purview.
Mr. KUCINICH. Well, what we have established here briefly, Mr.

Chairman, is that there are certain elements of budgetary cost
which are not being built into the assumptions that come from the
Department of Defense. They are not taking into account the cost
of the VA, the cost for brain injuries, veterans’ disability payments,
and the interest on the debt. Is that correct, Mr. Roth?

Mr. ROTH. Yes, sir.
Mr. KUCINICH. We are speaking about the cost of the war here,

yet we are only speaking about a fraction of the cost because there
are other elements of cost which Mr. Roth cannot address because
they are not under his purview but they are certainly related to the
cost of the war.

I mentioned earlier the study on the economic cost of the Iraq
war by Linda Vilmus and Joseph Stieglitz. Their report is as fol-
lows: December 30, 2005, total spending for combat and support op-
erations in Iraq, $251 billion, and the CGO’s estimates put the pro-
jected total cost at around $500 billion. They go on to say that
these figures greatly underestimate the war’s true cost. ‘‘We esti-
mate a range of present and future costs by including expenditures
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not in the $500 billion CBO projection, such as—’’ talking the cost
of the war—‘‘lifetime health care and disability payments to return-
ing veterans, replenishment of military hardware, increased re-
cruitment costs.’’

They make adjustments to reflect the social cost of resources de-
ployed, that is, reserve pay is less than the opportunity wage and
disability pay is less than foregone wages. And then they estimate
the effects of the war on the overall performance of the economy,
something that we never get into discussing in Washington. And
they took a conservative approach and assumed that all U.S. troops
returned by 2010, and by taking that conservative approach, build-
ing on all the other cost estimates, they are saying that the true
cost would exceed a trillion dollars.

Using CBO’s projection of maintaining troops in Iraq through
2015—2015 is why I asked 5 years, 10 years—they are saying the
true cost of the war could exceed $2 trillion, reflecting back on the
administration’s cost, which was estimated at $50 billion to $60 bil-
lion. Then they go on with some other costs.

I point this out because Mr. Roth, with all of his experience in
the Department of Defense, and while I might challenge the fidelity
of the figures that you provide, we are not—Mr. Chairman, the
true picture here is not going to be presented by the Department
of Defense, alone. There are so many other things related to the
war that are off the books. And so the American people really don’t
have an idea of the true cost, and I think that is unfortunate.

It is more than unfortunate. It is a tragedy, because what is hap-
pening is that these costs are off the books, or off your books, Mr.
Roth. They are still going to have to be paid for. We established
earlier with Mr. Walker they are being paid for by borrowing, and
when you borrow money you pay for a war you are going to pay
back that money at an interest rate. The interest rate in this
Stieglitz report, just so you know—it is very interesting to look at
the interesting rate—in billions of dollars the conservative estimate
for the interest on the debt is $98 billion. The moderate estimate
is $386 billion.

We are borrowing money to pay for a war, and when you borrow
that money there is also another social cost that is factored in that
we can’t quantify, and that is a commensurate reduction in funds
for education, for health care, for elderly programs veterans, which
really has more to do with the reason why I came to this Congress,
frankly.

So Mr. Chairman, I think it would be helpful at some point if we
could invite in the authors, Linda Vilmus and Joseph Stieglitz, to
talk about the true economic cost of the war and get all the ele-
ments in there, because we are only getting part of the picture
here. As well intended as the gentleman from the Department of
Defense is and as honorable as his service is to our country, he can-
not give us the total picture.

I thank the gentleman.
Mr. SHAYS. I thank the gentleman, as well.
Mr. Van Hollen, you have the floor.
Mr. VAN HOLLEN. I thank you, Mr. Chairman.
Just to underscore Mr. Kucinich’s request, I think it would be

useful to have that, because, as many people do in budgeting, they
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put together different scenarios and have different cost figures with
respect to different scenarios, best case, worst case, medium case,
and it seems to me that if we want to get a handle on this going
forward we are going to have to do that as a Federal Government,
so I think that would be very useful.

I think you all understand the concern here from the perspective
of trying to hold people accountable in the past so that we make
sure that going forward we have the best information, and we had
a situation where claims were made about the existence of weapons
of mass destruction. They weren’t there. Claims were made about
collaboration between Al Qaeda and Saddam Hussein. Turned out
not to be true.

And then we had claims about cost estimates that were clearly
low-balled, either low-balled on the one hand or people had a really
rosy assessment of how things were going to go, and yet people
today won’t come forward and tell us what their assessment was
and what went wrong, what part about what they predicted failed
to come true.

Obviously, when you have an estimate of about $50 billion for
the total cost of the war, you are expecting a pretty short time in
Iraq. Yet, no one will say, well, yes, that is what we expected and
we were wrong and here’s where we messed up or here is why it
was inevitable that what has happened happened.

People are unwilling to come up with figures now, but they were
pretty confident then. Let me just quote from Secretary of Defense
Rumsfeld, who quickly latched on to that OMB estimate. He was
asked what the total cost would be back in January 2003, just 2
months before we went to war. Well, this is his response: ‘‘Well, the
Office of Management and Budget has come up with a number that
is something under $15 [sic] billion for the cost.’’

Now, I guess, Mr. Roth, my question to you is: when you heard
this number out there, you had to have heard the $50 billion num-
ber floating around, right? I mean, it was in all the newspapers.
And you heard Mitch Daniels over at OMB saying, you know, when
Lawrence Lindsay said $100 billion to $200 billion, that is very,
very high. You had to have heard it.

My question is: did you get on the phone and go to OMB and say
hey guys, where did you come up with this estimate? I mean, you
must have been a little bit curious. After all, the primary costs
were coming out of DOD. Did you ever pick up the phone or talk
to them or communicate with them in any way and say where are
you guys coming up with these numbers?

Mr. ROTH. Again, as I said before, I will be real honest with you,
I don’t actually recall that number. I may have been involved or
seen it. I understand your point it was perhaps in all the papers.
So the short answer is I don’t recall any conversations concerning
that specific number. No, sir.

Mr. VAN HOLLEN. Because it clearly was so far off, and yet clear-
ly a signal was intended to be sent.

Let me, if I could, ask you, Mr. Kunder, because there were also
estimates about the reconstruction component of it, and I remem-
ber actually watching either Nightline or it was a sort of redo of
Nightline, rerun of this component of Nightline. Ted Koppel was
asking Andrew Natsios, who was a former AID, and I must say
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overall did a terrific job as head of AID and I respect his public
service, as well.

But here’s what he was asked. Ted Koppel, ‘‘All right, this is the
first. I mean, when you talk about 1.7, you are not suggesting that
the rebuilding of Iraq is going to be done for 1.7 billion?’’ Natsios:
‘‘Well, in terms of the American taxpayers’ contribution I do. This
is it for the United States. The rest of the rebuilding of Iraq will
be done by other countries who have already made pledges,’’ and
then he lists some of those other countries. Are you familiar with
this quote? It has also been widely distributed?

Mr. KUNDER. Of course I am very familiar with it.
Mr. VAN HOLLEN. Now, what was Mr. Natsios basing this on?

Let’s first put on the record what was—I believe it is about $30 bil-
lion appropriated for reconstruction; is that right?

Mr. KUNDER. That is what was testified. The USAID portion of
it is about $5.1 billion, but I believe that was the number we testi-
fied to earlier, yes, sir.

Mr. VAN HOLLEN. But the total number is around $30 billion. So
can you tell me—maybe you are not aware. I don’t know if you are
in a position to know at the time where Mr. Natsios got this num-
ber which he said to the American public that the total cost of the
American taxpayer reconstruction is $1.7 billion, and even when
Ted Koppel said, are you sure, he said yeah, by God, I am sure.

Mr. KUNDER. Well, as Mr. Natsios said at that point, I think he
was basing that on the assumption that other donors, multilateral
and bilateral, would be coming in soon afterwards. Most of the ini-
tial USAID estimates were based on emergency humanitarian
needs. If nobody else says it, I will be the first one to say I made
some mistakes in estimates.

I mean, we made some estimates based on movements of popu-
lation. It is very difficult to predict how populations are going to
move in a conflict, but we made our best estimates based on pre-
vious crises on what sorts of internal displacement would take
place, and we made some estimates based on food shortages, for ex-
ample, and the need to bring emergency food aid to displaced popu-
lations. I know those were major components of Mr. Natsios’ think-
ing at that time.

But, as he stated—so I think the $1.7 billion was built on a num-
ber of emergency needs estimates. As he stated, he expected other
bilateral and multilateral donors to be coming in soon after that.
As it turned out, as we all know now, there were relatively few
major population movements at the time of U.S. forces going into
Iraq and there were not massive food shortages or outbreaks of epi-
demic disease, which we also had planned for.

Some of the elements were quite accurate. We had planned on
doing immediate measles immunization and other immunizations
so that there would not be massive outbreaks of epidemic diseases,
and those turned out to be precisely the correct interventions be-
cause we have not had any such outbreaks in Iraq.

But yes, we made some estimates based on humanitarian needs
that turned out to be wrong.

Mr. VAN HOLLEN. I guess my question is the predictions you
made that were wrong would have actually added to the cost,
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right? In other words, if all those population migrations happened,
it would have been a bigger number, right?

Mr. KUNDER. Yes, sir.
Mr. VAN HOLLEN. I mean, this is not just off. This is way off for

the American taxpayer contribution, and it is just unbelievable in
terms of forward-looking budgeting, that we would have—was
there an assumption as to how long the United States would be in-
volved in reconstruction in Iraq in that figure?

Mr. KUNDER. As you have stated, sir, he really did anticipate
that there would be multilateral and bilateral donors lined up to
contribute after that point. That is why the estimate was as limited
as it was.

Certainly, if you had asked him what is the total cost going to
be, at that point, as I think the subcommittee members well know,
the World Bank was estimating the total reconstruction cost in
Iraq would be $56 billion. That is probably still, given the fact that
it was an early estimate, not a bad estimate if you are looking at
reconstruction costs, non-military reconstruction costs. So Mr.
Natsios would have been perfectly aware of that element, but he
was asked a question what the U.S. contribution was going to be
and that is what he answered.

Mr. VAN HOLLEN. Can you for the record provide us the number?
What is the total amount actually spent by foreign partners in
Iraq?

Mr. KUNDER. Yes, sir, we have that number. For example, the
British government has contributed mightily to the reconstruction.
We could get those numbers.

Mr. VAN HOLLEN. I sure would appreciate it.
Mr. KUNDER. We will do that.
Mr. VAN HOLLEN. And, you know, just going back, Mr. Chair-

man, the first Gulf war under the first President Bush, I believe
the total cost has been estimated about $58 billion, and a large
share of that, over $40 billion, I think $48 billion was, in fact,
picked up by allies. It sounds to me like whoever was making as-
sumptions about this time in Iraq picked up the same numbers,
$58 billion. They were estimating between $50 billion and $60 bil-
lion.

It is obviously a very different enterprise. I mean, first President
Bush made a very calculated decision not to go into Baghdad and
occupy Iraq, and how the people planning for this venture in Iraq
figured that the cost of occupying Iraq would be similar to the cost
of simply forcing Iraqi troops out of Kuwait is beyond me. I think
it is something the American people have just got to be scratching
their heads about, and the failure of accountability, no one has
been held accountable for these huge, constantly wrong projections
in very many different areas.

Thank you.
Mr. SHAYS. I thank the gentleman.
This is a bit heart-wrenching for me because I couldn’t believe

more strongly that what we are doing in Iraq is a noble effort and
that we have the extraordinary need to confront terrorism at home
and abroad, and whether or not people think terrorists were in Iraq
before, this is where they are now. We have no choice. We cannot
allow the terrorists to win in Iraq.
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So I am at the opposite end of my colleagues who have spoken.
They think we shouldn’t have been there, they don’t think this is
an effort we should have done, they think we have basically lost
the lives of men and women for nothing, that we have spent, in
their view, billions of dollars for nothing. I take the exact opposite
view. But where we agree is that we should be trying to get a han-
dle on the cost and that we should be trying to project what the
cost will be in the future.

If I have two regrets out of the hundreds that I could regret, be-
cause I don’t have lots of regrets, one, I believed he had weapons
of mass destruction, he did not. Second, I wish early on I had asked
about the cost of this war, so I wouldn’t have said to my own con-
stituents it will cost less than what it absolutely costs.

Now, I know why it has cost a lot more. We made some fateful
decisions. We decided to not guard the depots so that we let the
insurgents get literally hundreds of thousands of explosions. We
proceeded to allow the looting, which was a huge message to the
Iraqis that security was not our concern and, frankly, we didn’t
care about them. We didn’t care about the fact that their country
was being ravished.

But the biggest mistake is we disbanded their army, their police,
and their border patrol. Every time I say it I am astounded by its
impact. We basically said to 26 million people no army, no police,
no border patrol. No police. Imagine all of New England and all of
New York without any police. Imagine all of California with no po-
lice. Admittedly, California’s 38 million people, we are talking 26,
but Iraq is about the size of California. No police in all of Califor-
nia. Big surprise that we would have problems. That was a fateful
and horrific mistake to which we are digging ourselves out.

So I don’t fault Mr. Roth or anyone else for not anticipating what
people ultimately did that caused that. What I want to do is get
a handle on the cost. If we can’t get the exact numbers, I would
at least like to leave with basic principles. Can we agree on basic
principles? Can you all agree or disagree on them?

I will start out with you, Mr. Walker. Is it better to have no esti-
mates than to have estimates that may be wrong that at least are
estimates?

Mr. WALKER. We should have estimates and recognize that there
may be a variance from those estimates.

Mr. SHAYS. Mr. Higgins.
Mr. HIGGINS. I think yes, we do need estimates, but I also think

we have to develop scenarios. This is all based on a transition to
a self-reliant Iraq, so the speed in which we are able to get the job
done correctly and get the foundation set up will have a direct im-
pact. It will save billions, but it will also save many lives, so I
think that the real focus should be on results. What are we trying
to get to now?

Mr. SHAYS. OK. I am asking you, Mr. Roth, not whether you
have them, but doesn’t it make sense to attempt to have estimates,
even if they are wrong?

Mr. ROTH. I think it is important to have some basic assump-
tions in place before you do the estimates, because otherwise you
get into the same sort of dialog here about where the numbers
came from years down the road.
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Mr. SHAYS. I would agree with that. But let’s just say you have
to make assumptions to make estimates, but does it make sense to
make assumptions and to make estimates?

Mr. ROTH. It makes sense to make estimates where you have
some degree of confidence that you can come up with a good esti-
mate.

Mr. SHAYS. Fair enough. Mr. Kunder.
Mr. KUNDER. Mr. Chairman, I want to be intellectually honest

with you. As I try to grapple with the very profound question you
are raising, I think about in our own circumstances. It seems to me
that it is defining the realm that you are trying to ask for the esti-
mate about that is hanging up the question, at least in my mind,
because if you asked me what does it take to make Bangladesh a
decent place to live, you know, I don’t have an estimate for that.

Now, I have thought through very carefully what the components
are of making Bangladesh, for example, a better place to live, and
that has to do with some——

Mr. SHAYS. Let me interrupt you. I will make it very simple. Is
it better to have no estimates or to have estimates that may be
wrong?

Mr. KUNDER. I have estimates. It is better to have estimates, and
I have estimates of all the components——

Mr. SHAYS. And I am going to ask you to explain why, because
I think I know the answer, but I want it on the record. Dr. Marron.

Dr. MARRON. Short answer, yes.
Mr. SHAYS. Ms. Belasco.
Ms. BELASCO. I would agree that it is useful to have estimates,

but I would also like to point out that the services, in fact, do make
estimates a couple of years out. The Army makes estimates based
on some sort of rotation plan for their troops. They have to make
it beyond fiscal year 2007 and fiscal year 2008 for planning pur-
poses, and they have to do that for other elements of war cost. It
is just inevitable. It is inevitable.

Mr. SHAYS. And that is why it is somewhat stunning that in
some cases we are avoiding making estimates.

Isn’t it true, Mr. Walker, that by making estimates, if they are
wrong we can go back and analyze what was wrong with our as-
sumptions?

Mr. WALKER. That is correct, which means it would provide more
accountability.

Mr. SHAYS. OK. Which is, I think, a very important element to
this. In other words, what are estimates? Were they accurate? Why
were they or why weren’t they? And then who made the estimates
and why did they make them? It may be they made wrong esti-
mates but they are very talented people, but then in the future
they will have learned from their faulty estimates and make better
estimates.

Isn’t it logical, Mr. Higgins, that if we make estimates and they
are wrong and we learn why they are wrong we can make better
estimates in the future?

Mr. HIGGINS. Just following up on what Mr. Roth was talking
about was to set up correct assumptions, recognizing that we are
in a war zone, but the practical matter, everything we have been
doing for the last few years at the State Department is lessons
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learned. How do we get better? Certainly estimates going forward
is something we have to work from. But I also think we have to
be dealing in the now and project what do we think, particularly
what do we think the Iraqis are going to be able to do and what
do we think the international players will do.

It seems logical, what I am hearing you say, and you are speak-
ing basically from the State Department’s side of this equation.
Every time I go there I try to leave saying well, are they ready yet.
I have a sense, you know, they are getting darned close, so maybe
we only have 30 to 40 percent of Iraq that is controlled by the
Iraqis, but it means we don’t need our military there, which has
meant that we can then bring our military to places we need them
more. I can’t imagine. I am trying to anticipate as I go there what
does this mean for the future, and I try to come back with some
findings of fact and then recommendations. I have to do that. I
don’t know why DOD wouldn’t do that, and it would seem to me
it would be logical.

Mr. Kunder, wouldn’t you be making—let me just make you re-
spond whether you agree or not with Mr. Walker. I want to know
if I can have consensus here or not. Do you agree with Mr. Walk-
er’s comment about learning from mistakes, wrong estimates, and
also accountability.

Mr. KUNDER. We have components of the reconstruction plan
fully costed out. As I said in my testimony, anticipating the elec-
tions we costed out every item, ballots, town hall meetings, and so
we can give detailed—I guess I don’t want to leave you with the
impression we are not doing any costing out, because, in fact, for
components we have a major component of the reconstruction that
has to do with building capacity in the ministries so that we have
oil production and electric production up. The elements are things
like building an Inspector General function, building a budgeting
function, computerization, training of the civil servants. Each one
of these items are detailed, costed out. We can provide you those
cost estimates.

Mr. SHAYS. But you have to make assumptions in every case. In
every case you have to make assumptions, correct?

Mr. KUNDER. Yes, sir.
Mr. SHAYS. I mean, to say that you can’t do it because you can’t

make assumptions because you don’t know how it is going to turn
out to me is a faulty way to think. You have to make assumptions.

So let’s just take one element that I think is under your territory,
reconstruction of Iraq. Now, what is the biggest assumption we
made that was wrong, in your judgment? I will give you a clue. It
has something to do with security.

Mr. KUNDER. We did not anticipate the level of violence. That is
correct.

Mr. SHAYS. Right. And so how much of what we intended to go
for reconstruction went for security?

Mr. KUNDER. The easiest way to say that is that approximately—
we have testified several times that approximately 22 percent of
our total reconstruction costs—this is within USAID—has gone into
providing security so the construction effort can go forward, so my
best estimate would be that we have probably accomplished 80 per-
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cent of the bricks and mortar or schools or teacher training that
we intended to do, because our estimate is 22 percent.

Mr. SHAYS. Now, some people look at that as a horrible thing
that we had to set aside so much for security, but it explains to
me why we aren’t as far ahead in reconstruction, because there is
a reason. We made an estimate that was wrong. I learned from
that as a Member of Congress. I would think you would learn from
that.

That is why I would think we would project and then we would
determine whether or not our projections were accurate or not. Our
projections were wrong based on a good chunk of the dollars having
to go to security, which then gets us back to asking, well, what
mistakes did we make with security. It gets us to focus, in my judg-
ment, on what is the biggest cost.

Dr. Marron, would you weigh in on this?
Dr. MARRON. Absolutely. Since, as you know, sort of CBO’s No.

1 business line is providing estimates of all sorts of policy proposals
that the Congress is considering, and I would say going through
the estimation process has at least three benefits. The first is the
estimates, themselves, are valuable for decisionmaking. The second
is, as you have emphasized, is that over time you can learn from
your estimates and make them better so you can make better deci-
sions in the future. And then the third that I want to emphasize
is that going through the estimation process, itself, is a way to
learn about the policy choices that you face.

I can’t tell you how many times there are that we will evaluate
an estimate of a bill that has been proposed by some Member of
Congress, we will come back to them with our score, and they will
say oh, no, that is not what we intended. They learn by the process
it is not what they intended. So in sort of in the development of
policy at the time it lets you iterate and figure out what it is that
you want to do.

Mr. SHAYS. Mr. Roth, I am not throwing stones at you on this.
I think you are basically caught in the middle of decisions made
by higher authorities, but it strikes me that by not having esti-
mates, by not trying to anticipate, by not trying to forecast, it al-
most has a sense of fly by night. We are just going to do whatever
we do.

I just think what I have learned mostly from this is if we are not
making these kinds of estimates we are depriving ourselves of ex-
traordinary information, we are depriving ourselves of some real
accountability because, frankly, it will enable us to know who is
really sharp in anticipating and was closer to the estimate. To me
it is like an economist where you look at their track record and you
say maybe the next time around, if I am a policymaker, I want to
listen to that person as opposed to that one. It doesn’t mean the
other one is a bad person; it just means, you know, they didn’t get
it right. I have to live with that as a Member of Congress.

Ms. Belasco, did you want to weigh in on this?
Ms. BELASCO. You know, I just wanted to mention, even though

Defense typically, from John’s description, you know, each of the
estimates for war are as they come up, I mean, if there is any
agency in Government that does long-term budget planning it is
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the Pentagon, because they are the ones who have had a future
years defense plan and they routinely estimate at least 5 years out.

So in one sense the Defense Department should have the great-
est skill at doing this kind of thing. And the other thing is that
there is a very real stake in making sure that estimates are accu-
rate, because if you don’t learn from your mistakes you will include
costs that are the wrong costs, and in order to do that you have
to go through this kind of evaluation and then another estimate in
the exercise.

Mr. SHAYS. Are you saying——
Ms. BELASCO. And there is nothing wrong with a range. I think

that is the other thing.
Mr. SHAYS. And that is the reason, Mr. Roth, why I am so sur-

prised, because I really believe DOD has been one of the most effec-
tive at trying to anticipate costs in the future. And I realize your
comment would be you have dealt with greater certainties when it
is not the war in Iraq, and you are on record with that.

Mr. Higgins, we do need to assist, pay a little attention in the
State Department, give Mr. Roth a little bit of a rest here.

I need to understand the answers to the questions I asked before,
which is basically your comment that you don’t separate cost, you
don’t look at the incremental cost, so explain to me why the war
in Iraq? Is it because the increment is so tiny, or is it because—
why not?

Mr. HIGGINS. Well, as a practical matter, sir, we look at the glob-
al war on terror as our top priority. It is embedded in everything
we do, from our consular affairs to our weapons of mass destruction
efforts, but the way we have looked at Iraq and Afghanistan, it has
been very much done by supplementals. We are a little different
because our appropriations are done by program, so we are able to
track it pretty effectively. So I think that a practical matter is we
are not really looking at this incremental; we are looking at what
is the specific cost in Iraq to run our operations and to run our for-
eign assistance programs.

Mr. SHAYS. So you are in Afghanistan, you are in Iraq, in par-
ticular, so those costs you just basically attribute to the war?

Mr. HIGGINS. That is right.
Mr. SHAYS. OK. And you attribute all the agency costs? I mean,

let me just say we would have Treasury there, we would have Com-
merce there. Do you attribute that as part of the cost of the war,
or does Commerce do it and does the agency do it and does Justice
do it?

Mr. HIGGINS. At this point, as you know, the way we do our nor-
mal billings at the various missions is done by we bill all the agen-
cies who happen to be there. In Iraq and Afghanistan at this point
we pay for the life support and we put it into our budget.

Mr. SHAYS. So you only incorporate their life support? You don’t
incorporate their other costs?

Mr. HIGGINS. That is right, their particular salaries, things like
that. No, that is picked up by the respective agency.

Mr. SHAYS. Yes. Mr. Walker, just walk me through what Mr.
Higgins said. Translate what he said to me in a way that I maybe
can understand a little better. I am pretty close. Not your fault, sir.
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Mr. WALKER. Well, you are right, Mr. Chairman, in saying that
the amounts of money involved here are a lot less significant than
for the Department of Defense, and it is a little bit more difficult
to differentiate between what is incremental and what is not, but
let me give you an example of something that is incremental.

In order to get an adequate number of people to go to Iraq, the
State Department is having to pay significant financial incentives
to get people to go to Iraq. They may be having to do the same
thing in Afghanistan. I am not sure. I would argue that is an incre-
mental cost. That is a cost that otherwise they may not have in-
curred.

Mr. HIGGINS. I should also add that when we talked about incre-
mental, I think what I am really looking at is the specific cost of
operating in Iraq, and I think the clear cost driver is security. That
is by far and away our largest particular cost of securing the em-
bassy at the various regional sites. That is an incremental cost and
General Walker is correct that there are other additional costs in
terms of the people going over there, what we need to pay them
in terms of hazard pay. For the record, they work 7 days a week,
so we pay them for that.

Mr. SHAYS. For the record, you don’t go out and play tennis.
Mr. HIGGINS. That is for sure.
Mr. SHAYS. You don’t play golf, you don’t go have a stroll through

the city, you don’t go to movie theaters, you don’t go to night clubs,
you don’t go anywhere except to eat, to work out, and to work.

Mr. HIGGINS. That is right.
Mr. SHAYS. That is your three options. It is remarkable.
Let me ask you, then I am going to have the professional staff

ask a few questions in a second, but when Mr. Bremmer was there
for the first year was he under DOD, State, or both?

Mr. HIGGINS. Ambassador Bremmer?
Mr. SHAYS. Yes.
Mr. HIGGINS. CPA was a DOD operation.
Mr. SHAYS. OK. There has been speculation that Mr. Bremmer

was paid a very sizable salary. What was Mr. Bremmer paid?
Mr. HIGGINS. I have absolutely no idea, sir.
Mr. SHAYS. Mr. Roth, what was he paid?
Mr. ROTH. I will have to take that for the record.
Mr. SHAYS. Was he paid as an employee or was he paid as a con-

sultant?
Mr. ROTH. Again, I don’t have that fact at my fingertips here.
Mr. SHAYS. OK. This is a very serious question to which I would

like an answer by tomorrow. I would like to know what Mr.
Bremmer was paid. I would like to know who controlled his oper-
ation. Did it go under your budget in DOD, Mr. Roth?

Mr. ROTH. Yes. I mean, he reported to the Secretary of Defense.
Mr. SHAYS. So when we sent over literally billions of dollars in

crates, whose control was it? Who was supposed to control those
dollars?

Mr. ROTH. When we sent the money—are you talking about the
cash that came from——

Mr. SHAYS. Yes.
Mr. ROTH [continuing]. The seized assets and the like?
Mr. SHAYS. Well, were those the only cash that went?
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Mr. ROTH. The answer to your question was it was a Defense De-
partment operation.

Mr. SHAYS. OK.
Mr. ROTH. It was done under the auspices of financial officers of

the Defense Department.
Mr. SHAYS. OK. Did you have control over that or was that a sep-

arate organization?
Mr. ROTH. I personally didn’t have control over it, but the comp-

troller organization worked with—essentially it was the Depart-
ment of the Army. Department of the Army and their financial offi-
cers did the hand-off from hand to hand until it was in the theater.

Mr. SHAYS. During my 13 trips, on occasion there were allega-
tions that dollars were left in drawers, in closets, and so on. When
I was there I literally saw stacks of dollars literally in crates, not
locked up, not under any supervision. Is that a fact or not?

Mr. ROTH. I will have to take that for the record, sir. I don’t re-
call all the circumstances.

Mr. SHAYS. Can GAO speak to that issue?
Mr. WALKER. There were inadequate controls over cash re-

sources, no doubt, and I can provide more for the record if you
would like.

Mr. SHAYS. OK.
Just in terms of the $9 billion, not to leave it hanging here, and

it was not confronted, I want to make sure we are clear as to the
$9 billion. The $9 billion number I believe includes a lot of different
parts. This was not $9 billion lost, correct, Mr. Walker?

Mr. WALKER. That is correct, and most if not all that money, it
is my understanding but I want to check for the record, was Iraqi
money.

Mr. SHAYS. Right. But it was money that was given to pay sala-
ries for Iraqis. For instance—and this is where the dicey part
comes—Mr. Roth, if you were one of the generals in their military
you were given a—I won’t use you, Mr. Roth. That is not fair. I am
sorry. Ms. Belasco, if you were a general in the army you were
given and you said you had 1,500 troops, we allocated the salary
for 1,500 troops, but it is my understanding that you may have
only had 1,200 troops, and part of the problem of recordkeeping
was the fact they had no checking system; is that correct, Mr.
Walker?

Mr. WALKER. Correct. There is still a problem today with regard
to not knowing how many employees they have, even with regard
to their civilian ministries.

Mr. SHAYS. So they are paid in cash?
Mr. WALKER. At the time that you are speaking of they were

paid in cash, correct.
Mr. SHAYS. Well, how would they be paid now?
Mr. WALKER. I can’t state for the record how they are paid now.

I will find out and provide it for the record.
Mr. SHAYS. Right.
But they don’t have a checking system?
Mr. WALKER. In all likelihood they are paid in cash now. That

is my understanding, but I am under oath. I want to make sure.
Mr. SHAYS. Fair enough. So can any of you just speak to that

issue? We are going to end pretty soon here. The issue is of the $9
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billion. We can let it hang out there. Mr. Roth, do you want to let
the $9 billion hang or do you want to put a little clarity? I am not
saying that it is a pretty story, but it is not $9 billion that just
walked out. It went to pay soldiers, it went for other costs. The
problem is we didn’t have the accounting processes to document
and certify that every penny was spent the way it was to be spent.
That is my understanding. Is that correct or not, Mr. Roth?

Mr. ROTH. Sir, I don’t know the fact about the $9 billion. I am
not trying to dodge the question; I honestly do not have any first-
hand knowledge of it.

Mr. HIGGINS. Mr. Chairman, I spent 13 months over in Iraq in
two tours, so I had the opportunity to be there at that time. I think
Thegar, who reported that, has done a great job in terms of helping
us give advice about how to fix some of the issues we have. I have
always disagreed with that. The issue—and you hit on it—was one
of there is not an adequate audit trail based on U.S. standards,
again reflecting on the fact that we were paying the salaries. The
money went to the Central Bank of Iraq that was turned over to
the Ministry of Finance who then, in turn——

Mr. SHAYS. So we can document that it was turned over?
Mr. HIGGINS. Yes. It was turned over to ministries. The question

of how far—at least on the bulk, you know, there were a number
of issues, but the bulk of the money—I think General Walker hit
on it—was the Iraqi salaries. There was 1.1 million Iraqis being
paid monthly, so that the ministries——

Mr. SHAYS. That was 1.1 million?
Mr. HIGGINS. Yes, 1.1 million Iraqis were getting paid, and so ef-

fectively what happened was that the money was turned over to
the ministries and they would pay their salaries, as I am sure they
continue to do today.

Mr. SHAYS. Mr. Walker, any comment?
Mr. WALKER. My staff tells me they are still on a cash basis with

regard to payment.
Mr. SHAYS. Before professional staff, Dr. Marron or Ms. Belasco,

do you care to add anything to this?
Dr. MARRON. I have nothing to add.
Mr. SHAYS. OK.
Mr. CHASE. Mr. Higgins, what are the prospects for re-engaging

the international community to assist us in providing additional re-
sources for the reconstruction of Iraq?

Mr. HIGGINS. I think last week when Ambassador Jeffries and
Ambassador Khalilzad spoke they pointed out the discussions that
Prime Minister Malaki and the U.N. are moving forward with the
compact. The international community is a key player in the finan-
cial plan or the future of Iraq, Iraq’s ability to help pay for its own
reconstruction. But, again, the $13.5 billion that has been pledged,
we are now getting to that stage where we anticipate seeing more
of that as the U.N. has set up and the World Bank has set up oper-
ations in Iraq.

Mr. WALKER. At some point, Mr. Chairman, I would like to an-
swer your earlier question which I thought was an excellent one,
and that is what represented incremental cost and what, if any,
recommendations do we have.
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Mr. SHAYS. That is how we are going to end up. And the ele-
ments. I would like if maybe you would start that, Mr. Walker.

Mr. WALKER. Thank you, Mr. Chairman. I think those are both
excellent questions. Keep in mind we are talking about incremental
costs here; therefore, they represent costs that would not be in-
curred but for the global war on terrorism, and one has to have a
solid definition of what that is.

To me that would be such things as military and civilian person-
nel and support cost, additional capacity building, reconstruction
cost, support of Iraqi security forces, reset cost. Reset cost would
include repositioning as well as reconstitution of equipment. Also,
other long-term costs that on a cash basis you don’t see right away
but undoubtedly will be there. That includes long-term disability
and health care costs. So those would be direct, incremental cost.

I would also respectfully suggest that since the country is run-
ning huge deficits, that we will have to debt finance this, so an ad-
ditional direct cost would be the interest cost associated with these
expenditures, although those don’t just relate to the global war on
terrorism, they relate to deficits that don’t have anything to do
with the global war on terrorism, and most of our deficit does not
have anything to do with the global war on terrorism.

Last, I think one could speculate as to how much of an impact
this is likely to have on our long-term ability to recruit and retain
individuals and the related costs that we might incur. There are
likely to be some costs there, but I think it would be difficult to
estimate that with any degree of reliability.

As far as recommendations, Mr. Chairman, I will give you three
for now. No. 1, that the respective departments and agencies be re-
quired to build into their normal budget request and appropriation
request a reasonable estimate of the cost for the global war on ter-
rorism; that they also be required to segment out by the major ele-
ments, meaning Iraqi Freedom, Enduring Freedom, and Noble
Eagle, which are that three major components; and that we recog-
nize that these will be good faith estimates based upon certain as-
sumptions, and that if there are significant variances they may
have to come forth with a supplemental, but that would be for the
variances, not for the baseline request, which would be based on
their good faith estimates.

In addition I would suggest the that Congress needs to act
quicker on appropriations bills, because there are costs, there is
disruption, and there are increases that are incurred when the ap-
propriations bills aren’t enacted in a timely manner. CR should be
a rare exception rather than the rule.

Mr. SHAYS. Thank you.
Dr. Marron, would you add, and Ms. Belasco? I would also like

all of you to speak to this issue of the elements. You can just say
you agree with Mr. Walker and would add to it or subtract from
it, whatever you would like.

Dr. MARRON. I think Mr. Walker set out quite well the list of in-
cremental costs to consider. The one element I would highlight,
which raises some issue, is the interest burden that comes with fi-
nancing these expenditures. Really, the issue there is what purpose
are we going to put the cost estimate to.
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As you know, many of the cost estimates that are used in the
usual course of the congressional budget process that CBO provides
do not include interest in them. So if you want to do an apples to
apples of a scenario for the Iraq war versus some other type of
spending or tax program, apples to apples there would typically be
no interest in either. If you wish to use interest in the Iraq war
or the global war on terror estimates, it would be important that,
whenever comparing that to some other source of financing or
spending, that interest be added in in parallel there.

Mr. SHAYS. I thank you for making that point. You recently an-
nounced that the deficit is anticipated to be how much lower? From
what to what in this fiscal year?

Dr. MARRON. Several months ago, looking at the strong revenues,
we suggested that the deficit this year might be somewhere in the
neighborhood of $300 billion. The administration came out with
$296 billion last week.

Mr. SHAYS. As opposed to what is actually projected when we
started out in the budget?

Dr. MARRON. When we started out including the administration’s
policy proposals, we were in the $370 billion range. I should em-
phasize we will come out with our formal estimate in August.

Mr. SHAYS. When we adopted the budget we were at 370?
Dr. MARRON. Excuse me?
Mr. SHAYS. Weren’t we in the 400’s?
Dr. MARRON. The administration, in their budget proposal with

their estimates, had a number north of $400 billion.
Mr. SHAYS. But when we adopted the budget we were at what

number?
Dr. MARRON. I am sorry? Which number? I am sorry, the confu-

sion is so the administration said 400, I believe it was 412, in that
neighborhood.

Mr. SHAYS. And what did you all say?
Dr. MARRON. And then we re-estimated that exact set of policies

and had an estimate of 371.
Mr. SHAYS. So basically we are seeing, from CBO’s projection, we

are seeing a $71 billion reduction?
Dr. MARRON. As of where we were, that was the number we put

out 2 months ago now. I would suggest that it may differ again
when we come out with——

Mr. SHAYS. OK. Fair enough.
Dr. MARRON [continuing]. Our formal estimate in August.
Mr. SHAYS. Fair enough.
Ms. Belasco.
Ms. BELASCO. I would like to make——
Mr. SHAYS. This is about elements.
Ms. BELASCO. I think the elements are good elements. I think it

is very important to make sure that we don’t build into future esti-
mates higher costs that are due to contracting problems, and no-
body has brought that one up, so I just want to mention that.

Mr. SHAYS. OK.
Ms. BELASCO. Because the models tend to be updated with the

latest actual costs, but if the actual costs build in inflated costs
that is not a good idea.
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I think in terms of recommendations, even though this sounds
like a sort of a budgeteer’s recommendation, I think it would be
worth looking seriously at setting up separate accounts for war ap-
propriations, which now run more than a fifth of DOD’s total ap-
propriations. That would give you more visibility.

Mr. SHAYS. When you say war, are you saying specifically the
war in Iraq or the global war on terror?

Ms. BELASCO. In fiscal year 2006 the total amount for the global
war on terror was about, I think, $117.6 billion.

Mr. SHAYS. I am just asking you——
Ms. BELASCO. DOD’s peacetime budget is about $444 billion.
Mr. SHAYS. OK. Fair enough. Thank you.
Mr. Kunder, Mr. Roth, and Mr. Higgins, I would like a response

on this.
Mr. KUNDER. Sir, with profound respect for the Congress, I just

would like to say that, as an operator, as somebody who has to
make these programs happen on the ground, the comment about
the delay in appropriations every year is really very significant.

Mr. SHAYS. I will let you say that, but tell me elements first,
about the elements. I am going to let you come back to that point.
What about the elements? Mr. Walker was talking about the ele-
ments that you need to determine the true cost of the war. What
are the elements? Do you disagree with anything Mr. Walker said?
Do you care to add anything to it?

Mr. KUNDER. Yes, sir. I am sorry. I just wanted to emphasize
that one first. We are trying to learn from our mistakes, what we
did right and wrong with the earlier estimates, but I find those to
be useful recommendations going forward.

Mr. SHAYS. I will let you come back and make your point in full.
Mr. Roth.
Mr. ROTH. Dealing with what I heard, I don’t have anything real-

ly to contend with. Again, in our terminology the cost of the mili-
tary operations, themselves, and all the costs that go along with
that in terms of the additional logistics support, additional person-
nel costs, special pays, the mobilization of the Guard and Reserve,
those kinds of things, we have pretty clearly a lot of experience in
demarking the fact, the line between what our incremental costs
and what our so-called peacetime or baseline costs.

I would agree that the reset and reconstitution of equipment is
a cost, an incremental cost of war. We also have costs in terms of
additional force protection requirements and some additional initia-
tives in terms of dealing with the improvised explosive device
threat and those kinds of things that we would also argue are in-
cremental costs of the war, as well. So, in general, from what I
heard from Mr. Walker, I don’t have any problem as far as the
DOD cost.

Mr. SHAYS. Thank you.
Mr. Higgins.
Mr. HIGGINS. I would concur with General Walker, but I would

probably be a little more expansive. I would probably add in the
cost of when we start realizing that the global war on terror is just
not a military or security cost, it is a development and diplomatic
cost, building partnerships, helping develop some level of prosper-
ity elsewhere to take away the reasons for terror, so I think when
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we look at the global war I think we really do need to look at all
three of those and balance the funding in looking at it from that
basis, that a diplomatic and a developmental solution is far less ex-
pensive if we get involved early on.

Mr. SHAYS. That is an interesting point. You are speaking to a
former Peace Corps volunteer. What I hear you saying is when we
add up all these costs and we can say we can go this route or we
can go this route or we can do a combination, maybe our long-term
costs will be a lot less if we go in a different direction than just
where some might think we need to go.

Mr. HIGGINS. Absolutely. I think the lesson that we are taking
from Iraq is that the need to be involved early on with a strong
diplomatic and development focus will save a lot of money and save
a lot of lives other on. There are a lot of other areas around the
world that have problems right now, and I think we need to be
very focused on that. It is not just a security approach, chasing
down terrorists, but what are you doing to change that. I hate the
term hearts and minds.

Mr. SHAYS. OK. I am going to make some assumptions and just
put them on the record and then I am going to ask each of you to
just make whatever closing point you wanted so you, Mr. Kunder,
can make the point you wanted to make.

We have over 130,000 of troops, but we also have a lot of contrac-
tors who do the work that troops used to do. Frankly, I am happy
those contractors are doing exactly what they are doing. It allows
our military to be at the tip of the spear.

If we don’t allow or encourage the new Prime Minister to reach
out and to provide amnesty, to have reconciliation, we will, in my
judgment, see this war continue ad infinitum, and some of the
greatest opponents of the war are opposed to reconciliation, op-
posed to amnesty, which is curious to me. That absolutely has to
happen. If the Prime Minister chooses not to crack down on the
gangs that are roaming Baghdad, allows for basically these militias
to continue, he is basically, in my judgment, going to go the route
of a civil war.

And then I would say to you, Mr. Roth and DOD, that this very
strong support of the war is going to say we need to get out, be-
cause what then is happening is that we would be having a govern-
ment that says Shiites and Kurds want to dominate the Sunnis
and we just want to battle it out with them. Well, if they are going
to battle it out, then my recommendation is to go. But if this Prime
Minister does what he says he wants to and empowers his own
troops to crack down on the militia, and they would be some of his
own people, or at least people who helped get him in his office,
then I think that you will see a noticeable and meaningful reduc-
tion in our troops.

But now, having said that, having been to Serbia and Bosnia and
other places where they are 10 years later, if we do our job we are
not getting all our troops home. They don’t have the logistics, they
don’t have the medics, they don’t have particularly the aircraft to
do what they need to do. They have been trained to be insurgents
and not to be an army that can defend its border with Iran, Tur-
key, or Syria, so we will have to have some presence there.
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Those are assumptions that I think are pretty logical, and they
would steer me to make some assumptions. I don’t think it is
wrong for DOD to make some assumptions. They will know in a
few weeks or months this new Prime Minister and the route he is
going to go, and then I think they can make some very real as-
sumptions.

I guess, Mr. Roth, I would say to you I hope and pray that the
mindset of DOD is to start to make estimates of the future, to be
proud of those estimates, to share them with Congress, to go on
record, and the worst thing that could happen is you are wrong,
but at least we have estimates as opposed to no estimates. That
would be the message I would like you to take back, and I appre-
ciate it, and I realize that you are taking the position that DOD
has sent you here and you are doing your job. All of you are patri-
ots. All of you are good people. All of you I know want to see suc-
cess in Iraq. I pray that we see it. But I think that we have our
work cut out for us.

It is a plea, as someone who is supportive of our being in Iraq,
that we be more forthcoming about the cost of this war and that
we make a greater effort to nail those numbers down.

With that I would just invite each of you to make whatever clos-
ing comment. We will start with you, Ms. Belasco. Anything you
want on the record, anything you want on the record, now is your
shot.

Ms. BELASCO. Well, I think you are right in saying essentially
that the stakes are very high in this, and I just like to say that
I think it is an important option to look at budgeting for war ear-
lier with the caveat that yes, indeed, you may be less accurate, but
maybe it is still worth it. And I think it is also important, if De-
fense budgets for war at the same time as they budget for their
regular operations, then there is a better chance that they can look
at how the pieces connect, and that really hasn’t happened much
in the past.

I think particularly with the reset issue, which is many billions
of dollars, that is very important, because there may, in fact, be
some offsets in the peacetime budget because of the earlier spend-
ing to meet war needs. Only if you look at things together as a
whole is that likely to come out.

Thank you very much.
Mr. SHAYS. Thank you very much.
Dr. MARRON. I guess in concluding I would just echo some things

from my original testimony about in order for CBO to serve the
Congress and provide the best cost estimates for scenarios possible,
it helps to have as good information as possible about where we
have been historically, both in terms of spending obligations, et al.,
and to the drivers of that. To the extent it is possible to have more
information that links what is happening on the spending side to
what is happening on the ground, that strengthens our ability to
cost out some areas that the Congress may want to consider.

Mr. SHAYS. Thank you.
Mr. Kunder, make your point now, sir.
Mr. KUNDER. I will save that one until later, sir.
Mr. SHAYS. No, don’t save it. I want you to make it. I interrupted

it. You can make two points.
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Mr. KUNDER. In order to keep our folks focused on the need to
do good planning and budgeting, the appropriations do have to
come in a timely fashion. We just got the appropriations from 2006
based on by the time you go through the OMB apportionment and
so forth. And so the folks out in the field who are trying to run real
problems in the Bangladeshes and Afghanistans of the world who
have gone through detailed budgeting processes then find that all
of their planning has gone out the window. So I just want to link
the important issue you are raising about planning with the appro-
priation cycle, sir.

Mr. SHAYS. Well, Mr. Kunder, I sleep with a woman who tells me
the same thing. My wife happens to work in the Peace Corps and
she says it does raise havoc, and she is not happy about it, and I
take the heat for all of Congress.

Any other point you want to put on the record?
Mr. KUNDER. Mr. Waxman is not here to defend himself, but he

said at the end of his statement we have to stop the waste, fraud,
and abuse in Iraq. With all due respect, the folks who are out there
now are risking their lives, and this is—I will quote SEGIR, the In-
spector General for Iraq reconstruction has said repeatedly in his
quarterly reports that for the last couple of years for the appro-
priated funds that are out there I know there are huge policy de-
bates but there has not been massive waste, fraud, and abuse.
Those folks who are out there are working under careful account-
ability rules. There is not massive waste, fraud, and abuse by the
U.S. Government employees, Defense, State, and AID who are out
there working in Iraq.

I am a Scythian creature, so I know there are big policy issues.
That is different. But there is not massive waste, fraud, and abuse
in Iraq.

Thank you, sir.
Mr. SHAYS. Fair enough. Thank you for making that point.
Mr. Roth.
Mr. ROTH. The only comment I would make in conclusion, a

number of comments that address the accuracy and reliability of
Defense data. I really would like to emphasize that the data we
provide both in the budget justification material, itself, and in the
accounting reports and financial management systems is, in fact,
accurate and reliable.

And, going even further, we recognize room for improvement, as
well, and we have very serious efforts that the senior leadership of
the Department is very committed to, to improving the internal
controls, improving reducing material weaknesses, and the like. So
I just wanted to leave that as the Department’s position.

Mr. SHAYS. Thank you, sir. Thank you very much.
Mr. Higgins.
Mr. HIGGINS. I think I would like to leave with one point, and

that is that when we analyze costs and budgets I think we need
to recognize the fundamental fact, and I think we have talked
about it today that this is not a post-war reconstruction, this is a
wartime reconstruction, that it is the front line of the war. The in-
surgents, a primary focus is to destabilize and keep essential serv-
ices from being set up and keep the government from taking hold.
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So when we talk about what we are doing on the developmental
side, keep that in mind. It is a key part of the war on terror.

I think also when you realize we have lost over 500 contractors
and 5,000 wounded and 2,000 attacks——

Mr. SHAYS. That is 500 contractors have been killed?
Mr. HIGGINS. Yes.
Mr. SHAYS. It is pretty amazing. Percentage-wise, that must be

a huge number.
Mr. HIGGINS. Yes. And so I think Jim Kunder is absolutely right.

We spend a lot of time criticizing, but nothing like this has ever
happened in history. I was in Washington the weekend of the snip-
er and the place was empty. One sniper. This is a daily event for
those people out there. So I think when we realize what they have
been operating under, I think that, you know, rather than being
too hard, we are very hard.

And I think the last point I want to make is that, having been
out in Iraq for the time I have, I have had a chance to see you and
we have made some presentations. I think you and a number of the
Members, but particularly you, sir, you have your 13 trips. You
have gone to places I don’t think I would have the courage to go.
We appreciate it.

I am speaking as someone who has spent a good deal of time out
there and expect to be going back there again. We have developed
a great deal of admiration, because the trick is you are asking the
hard questions and you are demanding the accountability. One of
the commitments I made when I took this job was to ask the hard
questions and to demand accountability, so personally I want to
thank you for the example you have set for all of us.

Mr. SHAYS. Mr. Higgins, you have made me a friend for life.
Thank you. You are my friend for life. God bless you.

Mr. WALKER. Plus, he is a constituent and he can vote, too, Mr.
Shays.

Three comments, one of which is based on——
Mr. SHAYS. See, I should be saying that about him.
Mr. Walker.
Mr. WALKER. One of which is based on your comment, Mr. Chair-

man. Again, I want to compliment you again for holding these over-
sight hearings. Iraqis need to do more to build bridges between
Shiite, Sunni, and Kurds domestically. We, the United States, need
to do more to build bridges and partner for progress internation-
ally. And both the United States and the international community
needs to do more to provide civilian technical assistance to help the
Iraqis deliver results that the people will care about, whether they
are Shiite, Sunni, or Kurd. All three of those I think are critically
important and I stand by my prior recommendation.

Thank you, Mr. Chairman.
Mr. SHAYS. Thank you very much. It is a wonderful way to end

this hearing with all of your comments. It is nice, Mr. Walker, to
end with yours, in particular.

Thank you all very much. This hearing is now adjourned.
[Whereupon, at 5:30 p.m., the subcommittee was adjourned.]
[Additional information submitted for the hearing record follows:]
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