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Partisan Gunfire after the Financial Crisis

The financial crisis in 2008 exposed a latent weakness
that the United States would not have resources enough
to cope with its population aging and maintain its glob-
al leadership. The crisis led the federal government to
increase its welfare spending, bail out faltering indus-
tries, and rely on measures of economic stimulation.
These measures resulted in the swelling of the public
debt, which increased by $5,077 billion from fiscal year
2006 to fiscal year 2010, and intensified the U.S. federal
government’s budgetary difficulties in meeting the wel-
fare and medical needs of senior citizens and carrying
out the war on terror abroad (See Figure 1). The belief
in the sustainability of the public debt severely weak-
ened, as the interest expense on the public debt rose to
8.6 percent of the total federal spending in 2010; the
belief in the comparability between U.S. domestic wel-
fare and its global leadership eroded.

The financial crisis evoked a fairly routine set of
behavior in partisan politics in 2011. When the public
debt was about to reach the ceiling in 2011, Republicans
and majority members of the Tea Party threatened not
to agree on raising the debt ceiling. They pressured the
Barack Obama administration to reduce the federal
budget and governmental regulations. Meanwhile, the
Obama administration and Democrats wanted to raise
the maximum amount of governmental borrowing and
keep boosting the economy. In the gunfire between the
two parties loomed the possibility of sovereign default.

Amid the partisan conflict the credit rating of the U.S.
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government bonds was downgraded for the first time in
history; major market indexes plunged in the third
quarter of 2011.

The Budget Control Act was the result of biparti-
san negotiations, accommodating conflicting goals and
instruments from both sides. It provided breathing
room for the Obama administration and Democrats by
allowing the debt ceiling to increase by $900 billion two
times in 2011 and additionally by $1.2 trillion in 2012.
Meanwhile, it reduced the budgetary leeway of the ad-
ministration and gave more power to the House, where
Republicans and Tea Party members held the majority.
More specifically, it established binding limits on annual
appropriations bills to reduce the funding for discre-
tionary programs, relative to the funding in the Con-
gressional Budget Office’s 2010 baseline; it set up a Joint
Select Committee on Deficit Reduction, the “Super-
committee;” to come up with a bill to reduce deficits by
at least $1.5 trillion through 2021. The legislation ap-

peared to keep the partisan gunfire under control.
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Figure 1. U.S. Federal Spending and Public Debt in the 2000s (billion U.S.$)
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A Stray Bullet at the Defense Budget
The Budget Control Act has two conditional fail-safe
mechanisms to make sure that the budget reduction
should be at least $1.2 trillion from fiscal year 2013
through 2021: binding spending limits and a seques-
tration plan. If the Congress fails to enact any joint
committee bill to reduce the federal budget by January
15, 2012. or the budget reduction under a joint com-
mittee bill is less than $1.2 trillion for nine fiscal years,
discretionary programs will automatically come under
spending limits (see Table 1) and a sequestration plan
will be triggered to achieve the deficit reduction of
$1.2 trillion. The two conditional mechanisms were
intended to encourage the two parties to agree on the
deficit reduction and to enact alternative legislation in
case the bipartisan negotiations fail. If the fail-safe
mechanisms were actually applied, the defense budget
cut would be unacceptable to Republicans; the welfare
budget cut would be unbearable to Democrats.

The amount of deficit reduction and its allocation

is calculated as follows:
© 2012 by the East

(1) starting with $1.2 trillion;

(2) subtracting the amount of the deficit reduc-
tion achieved by a joint committee bill (if
none, no subtraction);

(3) reducing the above difference pursuant to (2) by
18 percent to account for debt service interest;

(4) dividing the result pursuant to (3) by 9;

(5) allocating half the amount pursuant to (4) to
accounts within the defense function and the
other half to accounts in nondefense functions.

The bipartisan negotiation in the joint committee
failed to reach any agreement on the budget reduction.
There was no alternative legislation to stop the two
conditional mechanisms from being implemented.
The negative consequences that the two conditional
mechanisms would bring were not strong enough for
the two parties to make an agreement. Consequently,
spending caps were imposed from the fiscal year 2013
to 2021; a sequestration plan to reduce the budget def-
icit by $1.2 trillion was triggered. More specifically,

$984 billion was equally allocated over the nine fiscal
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years from 2013 to 2021; $216 billion was attributed to
interest savings; $54.7 billion should be reduced from
the budget authority cap of the security category an-
nually. Both the security budget and the welfare budg-
et were hit by stray bullets amid the partisan disa-
greement on how to reduce the budget deficit.
Another round of partisan gunfire has been going
on since the Obama administration proposed to pass
the burden of deficit reduction to the future admin-

istration. The proposed budget for fiscal year 2013 and

2014 goes beyond the spending limit set by the Con-
gress, while it falls behind from fiscal year 2015 to
2021 (see Table 1). Republicans are suspicious that the
Obama budget proposal is related to his reelection
campaign to cater to his support bases. Congressman
Paul Ryan, Republican chairman of the House Budget
Committee, charged that the Obama administration
would “duck the responsibility to tackle this country’s
fiscal problems” The budget issue will be the major

partisan fault line of the presidential campaign in 2012.

Table 1. Spending Caps, Budget Authority Caps, and Proposed Budget (billion U.S.$)

2013 2014 2015 2016 2017 2018 2019

2020 2021

Spending Cap under BCA

Revised Security* 546 556 566
Revised Nonsecurity 501 510 520

577 590 603 616 630 644
530 541 553 566 578 590

Adjusted Budget Authority Limit under BCA
Discretionary Progams

Security** 788 743 756
Nonsecurity 359 366 373

769 785 802 819 836 853
381 389 398 407 416 425

Proposed Budget by President
Discretionary Progams

Security** 851 768 749
Dept. of Defense 525 534 546
Nonsecurity 410 393 385
Mandatory Programs 2293 2409 2527
Net Interest 248 309 390
Total Outlays 3803 3883 4060

757 771 786 803 820 837
556 567 579 592 605 618
386 390 397 405 415 420
2695 2796 2905 3094 3269 3472
483 565 631 692 748 798
4329 4532 4728 5004 5262 5537

* “Revised Security” includes the military activities of the Department of Defense, nuclear-related
activities of the Department of Energy and National Nuclear Security Administration, security activities
of other agencies, and some activities of the Coast Guard and FBI (all categories under “Function

050").

** “Security” includes all categories under “Function 050,” international affairs programs, the
Department of Homeland Security, the Department of Veterans Affairs, and a couple other accounts.

Office of Management and Budget. Fiscal Year 2013 Budget of the U.S. Government (February 2012).
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Obama’s New Security Guideline

The Obama administration revealed new strategic guid-
ance in January 2012. The guideline identifies several
current threats: violence from extremists such as al-
Qaeda, provocations from adversaries such as North
Korea, and anti-access approaches by state and nonstate
actors such as Iran. Also, it points to several potential
threats: China’s emergence with its unclear strategic
intentions, cyber espionage/potential attacks, and the
military use of space-faring. The proliferation of weap-
ons of mass destruction (WMD) is not a threat per se
but will magnify threats to U.S. economic and security
interests. In sum, the guideline, which does not expect
any imminent challenger to U.S. interests at the global
level, portrays the United States as the global leader fac-
ing threats at the local or regional level. It points to the
chance of aggressions at the local level and China’s po-
tential challenges at the regional level in the future.

The guideline gives missions to the U.S. armed
forces: (1) countering terrorism and irregular warfare,
(2) deterring/winning aggressions, (3) overcoming
anti-access/area denials, (4) preventing the prolifera-
tion of weapons of mass destruction, (5) developing
cyberspace and space warfare capabilities, (6) main-
taining an effective nuclear arsenal, (7) defending U.S.
territory, (8) providing a stabilizing presence abroad,
(9) conducting stability and counterinsurgency opera-
tions, and (10) carrying out humanitarian and disaster
relief operations. Notably, conducting large-scale and
prolonged stability operations is not included.

The guideline’s assessment of security environ-
ments leads to the reduction of the U.S. military forces
and demands the versatility of the remaining portion to
carry out various functions, while the United States
maintains its ability to regenerate military capabilities to
meet future challenges. More specifically, (1) there will
be a significant reduction in the size of the active U.S.
military forces, while there will be a minor cut in re-
serve components; (2) there will be a significant reduc-
tion in the portion of relatively easily replaceable per-

sonnel, while there will be modest changes in the organ-

izational structure; (3) the Army, whose capabilities are
relatively easily regenerated, will face a greater reduction,
but the Navy and the Air Force, whose capabilities are
not easily regenerated, will not face reductions as great
as the Army; (4) the remaining U.S. military forces will
be trained to carry out multiple functions; (5) the De-
partment of Defense will keep an industrial base and
investments in science and technology for future chal-
lenges. In sum, the guideline intends to maintain capa-
bilities to cope with current threats and preserve the
ability to cope with future challenges.

The new military budget plan, which reflects the
fiscal strains and the current security environments,
may be summarized into a “pivot, but hedge” approach.
There are five key features in the military budget plan:
(1) the United States puts more emphasis on the Asia-
Pacific and Middle East regions, where its air and na-
val forces will play relatively greater roles, while it re-
duces its land forces in Europe; (2) it maintains mili-
tary capabilities to carry out a war in one theater and
deny aggressors from attaining their objectives or de-
ter them by imposing unacceptable costs; (3) it in-
creases the investments on high-priority areas (coun-
terterrorism, cyber operations, missile defense, space
counter-WMD, and
while reducing the investments in other areas; (4) it
reduces the active Army from 562,000 to 490,000 and
the active Marine Corps from 202,000 to 182,000; (5)

it protects military potential by preserving the organi-

systems, science/technology)

zational structure and training force, marginally re-
ducing the reserve component, and maintaining the

key industrial base for military purposes.

Inauspicious Future in Iraq and Afghanistan

The Obama administration pulled out the U.S. mili-
tary forces from Iraq over six months in 2011. The
administration did not push the incumbent Iraqi gov-
ernment hard enough to accept the U.S. proposal to
station U.S. forces in Iraq. Also, the administration

seeks to withdraw U.S. military forces from Afghani-
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stan by 2014. Meanwhile, the administration has been
seeking to expand military ties with the six members
of the Gulf Cooperation Council, deploys military
forces in five countries in the Persian Gulf (Bahrain,
Kuwait, Qatar, Saudi Arabia, and United Arab Emir-
ates), and plans to maintain the U.S. naval presence in
the Persian Gulf.

The hasty U.S. withdrawal from the two countries
does not match internal developments in the two coun-
tries. The religious and ethnic splits in the two countries
have deteriorated. The Shia-dominated government in
Iraq does not win the hearts of Sunnis and Kurds; the
Karzai government in Afghanistan has been regarded as
a puppet by the majority Pashtuns and distrusted by the
Northern Alliance. The prospect for the consociational
democracy is bleak. Furthermore, none of them has
reliable security apparatuses and robust economic po-
tentials. The nascent security forces in both countries
are not strong enough to cope with even domestic in-
surgencies. The two countries are vulnerable to external
radical Islamic challenges, too.

The Obama administration’s withdrawal policy
and its new strategic plan are reminiscent of the haunt-
ing memory of the collapse of South Vietnam after the
U.S. withdrawal. Insurgency groups within South Vi-
etnam executed another offensive in less than two
years after the U.S. troops withdrew in 1973 and even-
tually toppled South Vietnam with the help of the reg-
ular North Vietnamese military. The US. security
commitment on paper could not deter the adversaries
from attacking the former U.S. client, once the sta-
tioned U.S. forces, a sure indicator of the security
commitment, withdrew. The U.S. military presence in
Thailand and the Philippines did not automatically
lead to any U.S. naval or air force support to South
Vietnam in 1975.

The U.S. naval presence in the Persian Gulf and
the large deployment of U.S. forces in Kuwait do not
necessarily guarantee U.S. intervention in both coun-
tries if domestic insurgencies or external aggressions

are carried out. Though a strong willingness in the U.S.

leadership and domestic supports are another precon-
dition for U.S. intervention in both countries, the
United States does not show any resolute determina-
tion to give security assurance to both countries. None
of the U.S. soldiers who fought in Iraq or Afghanistan
received a welcome home parade; more than half of
Americans regard the involvement in Iraq and Af-
ghanistan as “a mistake”; the Obama administration
has not provided any strong security assurance to ei-
ther of the two countries. What is worse, the U.S. fed-
eral government, regardless of partisan identification,

has been under severe budgetary constraints.

Dark Clouds in East Asia

The Obama administration’s new security guideline
and the U.S. budget issues lend several implications to
the security in East Asia. First, the power vacuum that
the U.S. reduction of military forces in East Asia brings
poses a potential risk for the intensification of the Si-
no-US. rivalry. Though the Obama administration
referred to the “rebalance toward Asia” and has been
increasing the U.S. presence in Southeast Asia, the U.S.
military presence in East Asia decreases overall in ab-
solute terms. The Obama administration will neither
replace retiring naval ships in the 7th Fleet nor intro-
duce advanced naval ships by 2017; it will reduce the
U.S. military presence eventually, even though the ro-
tation system and the maintenance of bases and organ-
izations mitigate the effect of the U.S. military cutback
in East Asia. China will be tempted to take advantage
of the power vacuum; the United States will be more
defensive on Chinese moves, which the United States
interprets as “offensive.”

Second, room for strategic hedging will decrease.
South Korea and Japan have maintained the strategic
hedging between the United States and China in the
2000s. While they have been economically dependent
on China more than the United States, at least in trade
terms, the two East Asian countries have maintained

strong security ties with the United States. As the Unit-
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ed States asks for more burden-sharing by South Korea
and Japan and clearer commitment toward U.S. security

initiatives, the two East Asian countries will have a hard

time making compatible their economic ties with China

and their security ties with the United States.

Figure 2: Trade Volume between East Asian Countries and United States (billion U.S.9)
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Third, South Korea will revise its defense plan.
The Obama administration will not provide as many
ground forces as it used to pledge, in case of contin-
gences related to North Korea. There have been un-
confirmed leaks that the ceiling of the U.S. forces for
any North Korean contingency has been set unilateral-
ly and the United States will not provide ground forces
except for a couple of surgical military operations. The
new U.S. policy will lead South Korea to revise its cur-
rent defense policy and slow down the downsizing the
ground forces. South Korea will have a hard time in
maintaining large ground forces, as its population ag-
ing and low birth rate decrease manpower for both
defense and the economy.

Amid dark clouds in East Asia the voice for
common security will gain more support. Western

European countries sought common security in Eu-

2000 2002 2004 2006 2008

rope when the U.S. security commitment decreased in
the 1970s. The European initiative led to the estab-
lishment of the Conference on Security and Co-
operation in Europe (CSCE) and was helpful for Eu-
rope to get away another round of hard balance of
power politics. East Asian countries now face a chal-
lenge similar to the one that European states met in

the 1970s. The future is up to East Asian countries. m
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