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To defeat this [terrorist] threat we must make use of every tool in our arsenal—mili-
tary power, better homeland defenses, law enforcement, intelligence, and vigorous ef-
forts to cut off terrorist financing. The war against terrorists of global reach is a global
enterprise of uncertain duration.

—~President George W. Bush
The National Security Strategy
of the United States of America

HE LATEST VERSION of the na

tional security strategy is a sweep

ing document that lays the ground-

work for traditional defense roles
as well as the campaign against terror opera
tions and terrorists.? After the Bush adminis
tration published its new security strategy,
the mainstream press focused on the idea of
preemptive action.? Michael Kelly referred
to this new strategy as “nothing less than a
re-imagining of the American role in the
world.” Although this idea of preemptive
action may be new to the words of the secu
rity strategy, it is certainly not new to the
deeds. The actions in Grenada and Panama
were preemptive in nature but did not spur
this level of debate. Even Kelly admits as
much when he says that “preventive wars are
not new, and neither is the American im
pulse to better the world by air power.” The
preemptive aspect of the strategy might not
be completely new; nevertheless, the pre
emptive nature of the strategy, as well as
other aspects of the document, should spur

1 would like to thank Lt Col Scott Dierlam, USAF, and Col Edward Mann, USAF, retired, for their helpful comments and sugges
tions on earlier drafts of this article.
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some reflection. If this new national strategy
is going to better the world through the use
of airpower (in the context of joint opera
tions), how might we airmen contribute to
this cause?

The new strategy also reflects some cur-
rent realities. Technological improvements
have lowered the costs of warfare for devel
oped nations, both in terms of dollars and
human lives, but they have also lowered the
costs for terrorists.> This economic situation
requires that we reexamine how we decide
on appropriate courses of action—especially
in situations that have traditionally resulted
in long-term sanctions. National security de
cisions are not necessarily economic in na
ture; however, an economic framework can
provide a clearer picture for analysis of the
choices inherent in many security dilemmas.
This article examines how the use of an eco
nomic view can help develop air and space
power doctrine to support the national secu
rity strategy. Toward that end, it examines di
rect costs, indirect costs, marginal costs, and
investments.

The Evolution of Doctrine

Do not let us split hairs. Let us not say, “We
will only defend ourselves if the torpedo suc-
ceeds in getting home, or if the crew and the
passengers are drowned.” This is the time for
prevention of attack.

—President Franklin D. Roosevelt
11 September 1941

Modern concepts of the application of air-
power are represented in The Air Campaign:
Planning for Combat by Col John A. Warden
111, USAF, retired.® Technological advance
ments have meant that even a relatively re-
cent book such as this one, with its discussion
of the serial destruction of centers of gravity,
has become somewhat dated. However, The
Air Campaign laid the groundwork for more
refined doctrine that uses effects-based war-
fare. Maj Gen David Deptula, for example,
advocates a forceful case for parallel warfare
with precision weapons.” Further work fo

cuses on General Deptula’s idea that absolute
destruction may not be necessary to achieve
the effects required for the campaign.® De-
spite widespread discussion of these ideas, US
forces have not applied such concepts with
any degree of consistency.® As technology im
proves, the ability to make more precise deci
sions with more reliable results means that
our doctrine must continually evolve.

Direct versus Indirect Costs

General Deptula’s work reflects the natural
evolution of doctrine, given the technical
progress made in all areas of warfare. The
nuclear age gave us the ability to annihilate
an enemy completely, yet that power has been
held in check for over 50 years. The paradox
of the nuclear age stemmed from the percep
tion that using nuclear weapons spelled
doom—not only for the enemy, but also for
the entire world. Improved targeting tech
nologies have led to a reduction in the collat
eral damage of conventional warfare. The
next step is a more careful examination of the
desired effects of a given action. Is complete
destruction required, or will incapacitation
be sufficient to achieve the desired objective?

Frequently in the past, only destruction
could assure incapacitation, but that may not
always be the case as we move forward tech
nologically. We must make new assessments of
our capabilities and consider both direct and
indirect costs. In this context, direct costs are
the traditional costs of war, including those
for equipment, transportation, and human ca
sualties that always accompany war’s violence.
Indirect costs include such items as improved
homeland-security initiatives and lives lost
through the actions of totalitarian regimes.
Collateral damage of direct military action
could be considered either a direct or an in-
direct cost, depending upon one’s perspective.

Improved targeting accuracy brings two
dilemmas of warfare to the forefront. The first
is the fact that improvements in technology
lower the direct costs of warfare. For example,
we require fewer bombs and sorties to achieve
a given objective. The traditional economic



consequence is that lower cost increases de
mand. The fact that we can do much more
with fewer resources may lead to hasty deci
sions to use military force—a situation akin to
the risk of “moral hazard” presented by many
types of commercial-insurance situations. The
reduction in collateral damage (indirect costs)
may have the same effect. Moreover, the lower
direct costs of warfare also mean that, when it
needs to, the United States can take action
(preemptive or otherwise) against enemies
who have formerly remained inviolable.
Unfortunately, technological advances that
lower the costs of warfare for developed na
tions do the same for terrorists, which causes
the second dilemma. Because terrorists have
the ability to wield massive destructive power
with very few resources, the indirect costs of
inaction for developed nations have increased
dramatically. In other words, because most
terrorist groups operate without the constraints
of legal conventions that govern war between
states, they can achieve potentially greater in-
direct effects against the societies they target.
Terrorist attacks can cause widespread damage
but also create huge ancillary costs—for ex-
ample, the massive expenditures necessary for
improving airline security in the United States.

Doctrinal Implications

The changing calculus of the direct and in-
direct costs of warfare means that our strategy
and doctrine must evolve. The [Caspar]
Weinberger- [Colin] Powell Doctrine requires
overwhelming force as a prerequisite for ac
tion, but new technology has changed our per
ceptions of overwhelming force. With precision
weapons, we can achieve more effective results
with less cost than was possible a mere 10 years
ago. Even if one commits to the overwhelming-
force doctrine, one must continually reevalu
ate what constitutes the threshold for over-
whelming force.

Even though technology has improved
dramatically since the Gulf War of 1991, we
now face a problem that is common in some
high-technology industries—the fact that tech
nological advances outrun the organization’s
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ability to harness the new capabilities. For ex-
ample, Intel continues to improve micro-
processor technology in line with Moore’s
Law;° however, many customers find that new
processors do not help them improve the per
formance of common business applications
such as spreadsheets and word processing.
Similarly, our modern Air Force has the ability
to target with extreme precision in all-weather
conditions. Future improvements in weapons-
delivery technology are not likely to pay the
large dividends that we have reaped in the past
few decades. We can already put a 500-pound
bomb through a window; will choosing a
particular windowpane within the window im
prove our performance? Further, potential ad
versaries have devised new countermeasures
that thwart some of the advantages of stealth
and precision. For example, some states have
opted to place their most important resources
in deeply buried facilities, thus reducing the
effectiveness of conventional aerial attack. Work
remains to be done with precision weapons,
but future results are unlikely to have the
transformational effects of the past. Previously,
improvements in precision weapons have
driven the revolution in military affairs, but
as we move into the twenty-first century, im
provements must come from other fronts.

In order to continue our advance as a fight
ing force, the principles of effects-based war-
fare must also move forward to achieve our
objectives. Improved targeting technologies
demand that we also improve data-collection
and data-processing capabilities (i.e., intelli
gence and command/control) in order to
make the right decisions at the right time, as
well as meet the demands of the modern
geopolitical environment and the new national
security strategy. As previously mentioned, we
have the ability to put a bomb through a par
ticular window. What we don’t always have is
the technology to decide which window we
should choose. We talk of information domi
nance, but we have yet to find a way to truly
achieve it.1? Clearly, this area must become a
priority for future doctrine efforts.
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Evolution of the
National Security Strategy

We no longer live in a world where only the
actual firing of weapons represents a suffi-
cient challenge to a nation’s security.

—President John F. Kennedy
Cuban missile crisis

Some of the concepts that we need to de
velop in order to use this economic view in
clude direct and indirect costs (mentioned
earlier), as well as marginal costs and invest
ments. During the Gulf War, the US adminis
tration identified its objectives (among them,
the liberation of Kuwait) and sought to
achieve them with overwhelming force. Such
limitations on the war’s purpose created a
postwar situation that left Saddam Hussein in
power, still able to threaten both the region
and the world.

Thus, during the course of the war, the
United States had a clearly articulated goal of
removing Iragi forces from Kuwait. Its objec
tives did not include a regime change in Iraq,
which did not seem necessary for accomplish
ing US aims in the region, even though the
Iraqi leadership clearly constituted a center
of gravity. Indeed, Warden points out that
“command is a true center of gravity and
worth attack in any circumstance in which it
can be reached.”® Moreover, Gen H. Norman
Schwarzkopf, commander of the coalition
forces, makes the point that, although killing
or removing Saddam was not an aim of the
war, he “wouldn’t have shed any tears” if the
Iraqi dictator had been killed during the
course of the war.'* However, the concept of
limited war that prevailed at the time meant
that, once the coalition had liberated Kuwait,
it could not set its sights on Saddam.

At the time, risking military and civilian
lives to remove the Iraqgi regime seemed un
necessary. After all, we had established our
objective and achieved it. Why risk destabiliz
ing the region and setting ourselves up for a
nation-building responsibility? The first Bush
administration took what appeared to be the
sensible approach. We would contain Iraq

through the use of international sanctions,
which would weaken Saddam and, hopefully,
lead to his downfall or at least keep him in
check. Unfortunately, we miscalculated. A rig
orous economic examination of the situation
might have resulted in a different outcome.

First, we erroneously believed that sanctions
would weaken the regime’s power over the
Iragi people. Sanctions have rarely affected a
totalitarian regime enough to force its capitu
lation. North Korea has endured sanctions
for 50 years, but its fundamental form of gov
ernment remains unchanged.’® Sanctions
against Cuba have yielded similar results.
Such dictatorial regimes become stronger be-
cause the general populace—weakened by
famine, lack of access to medical care, and
other problems brought about by sanctions—
can neither resist nor overthrow the oppress
ing government.

Coercive economic measures can have
other perverse effects, such as the creation of
smuggling activities and black markets. In fact
Gen Wesley Clark, supreme allied commander
Europe during the Balkans campaign, points
out that “in the Balkans, for example, the eco
nomic sanctions implemented against Serbia
during the early 1990s are widely credited with
helping Serb President Slobodan Milosevic
strengthen his control through the encourage
ment of black market and smuggling activi
ties. At the same time these sanctions imposed
burdens on neighboring countries like Bul
garia, Macedonia, and Romania, whose lead
ers were unanimous in opposing any exten
sion of the sanctions regime.”6

Second, we mistakenly counted on suffi
cient consensus to ensure international com
pliance with the sanctions program. Evidently,
the sanctions had some effect on Saddam’s
ability to maintain his weapons programs, but
his constant search for sources yielded some
fruit—specifically, the revelation that the
Ukraine supplied antiaircraft systems to Irag.'’
Although such systems are not weapons of
mass destruction, it seems that, given enough
time and money, the determined dictator was
able to find sources for such materiel.



The third miscalculation assumed the ef
fective monitoring of developments within
Irag. But Saddam’s government, willing to lie
at every turn, easily manipulated the inspec
tion plan. Germany also circumvented the
utility of sanctions after World War | by using
many of the same tactics.'®

Rogue States and
Preemptive Action

As noted previously, the media focused on
the apparent sanctioning of preemptive action
by President Bush’s national security strategy.
Such action certainly seems an attractive
strategic option in some cases to ensure na
tional security. The rise of nonstate actors
(i.e., terrorist organizations) means that unless
our containment efforts with “rogue states”
are effective, the release of weapons of mass
destruction into the wrong hands could hap-
pen quite easily.

The efficacy of containment operations is
extremely difficult to predict; therefore, once
we decide to take action (preemptive or other-
wise) we should have a strong bias toward
regime change as a necessary condition for
success. If a regime’s actions are so provoca
tive that they require armed intervention by
the United States, we should give strong pref
erence to removing that regime as part of the
intervention. Clearly, every case does not call
for regime change, but it seems to be a good
“default” position. The British did not force a
regime change after the Falklands War, but
neither did they see a need to continue sanc
tions in order to contain Argentina in the fu
ture. A discussion of the costs of the Gulf War
later in this article will explain how an eco
nomic view can lead to this proposition.

What defines provocative actions? The Na-
tional Security Strategy spells out five attributes
that rogue states tend to share. Specifically,
they

e brutalize their own people and squander
their national resources for personal
gain of the rulers;
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« display no regard for international law,
threaten their neighbors, and callously
violate international treaties to which
they are a party;

e are determined to acquire weapons of
mass destruction, along with other ad
vanced military technology, to use as
threats or offensively to achieve their ag
gressive designs;

« sponsor terrorism around the globe; and

< reject basic human values and hate the
United States and everything for which
it stands.*®

These actions give a clearer understanding of
which countries may provoke the United States
to action. However, it is extremely unlikely
that the war on terrorism would lead us to
armed intervention in every state that shares
many, if not all, of the above attributes.

If we are to make efficient decisions about
where to intervene, we must be able to assess
the costs and benefits of such actions. Which
countries pose the greatest threats and are
likely to require intervention? Those countries
that have access to valuable natural resources
are the most probable candidates since they
are likely to have the ability to finance their
operations and make an impact beyond their
borders. Countries with significant natural re-
sources may also threaten modern economies
(especially within a region) by withholding
access to those raw materials. We also should
assess potential threats on economic as well as
moral and foreign-policy grounds. Neverthe
less, totalitarian regimes whose countries lack
natural resources are not likely to produce
smoothly functioning economic systems that
generate substantial wealth; therefore, most of
these rogue states will not have the means to
pose a substantial threat to the United States.?°
We may choose to engage these countries on
moral grounds (e.g., to prevent genocide) or
to help friends in the region, but a direct se
curity threat to the United States is less likely
in these cases. On the other hand, countries
that do have access to valuable natural re-
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sources such as oil can use them to sponsor
mayhem around the globe.

Costs versus Investments

As we implement this new security strategy,
we must take the long view of the conse
guences of our actions. For example, one ar
gument for terminating the Gulf War of 1991
prematurely was that we did not want to desta
bilize Iraq and be forced into bearing the cost
(in terms of both money and personnel) of a
lengthy nation-building effort. This concern,
however, turned out to be a false economy. In-
stead of conducting a nation-building cam
paign that could lead to a self-sufficient coun
try, we had to maintain large numbers of troops
in the region to contain Iragi actions. The
United States needs to clarify its analysis of
the debate over containment versus nation
building. Containment actions result in costs,
whereas nation-building expenditures are
more akin to investments that pay dividends
in the future. But we need not go on a massive
nation-building campaign throughout the
world. We should simply clarify our analysis of
the costs of nation building versus sanctions,
especially regarding containment operations.
This dilemma demonstrates the differences
between costs and investments. Costs tend to
maintain the status quo, but investments pro-
vide increased returns and economies of scale
in the future.?

Marginal versus
Containment Costs

The crux of this argument is that the mar
ginal costs of forcing a regime change once
an armed conflict occurs are almost always less
than those of a shorter campaign followed by
a containment strategy. This assumes that the
costs of undertaking the first part of the con
flict are “sunken” once the decision for armed
intervention is made. The following conflict
scenarios illustrate this point:

Scenario one: regime change is forced during the
course of the initial conflict. Additional marginal

losses occur in both the military and civilian
populations. Postconflict losses are minimal but
still happen due to incidents that arise during
nation-building efforts. The costs of nation
building are significant, but the total expense is
likely to be less than that of the other scenarios.

Scenario two: minimal objectives are met for the con-
flict and a long-term containment strategy is adopted
afterward. Initially, marginal losses are nil for
both the military and indigenous civilian popu
lations. However, containment costs are exten
sive in terms of both fiscal resources and human
lives. Fiscal costs are easy to visualize, especially
if the containment period is lengthy. The cost
in human lives is not as easy to predict since it
includes not only losses to the civilian population
from direct actions of the totalitarian regime,
but also indirect losses from the hardships pro
duced by sanctions. Military losses include both
increased training losses and those due to terror
ist actions that become feasible when forces are
placed in high-risk environments for long peri
ods. Examples include the losses associated with
the bombing of the barracks in Dhahran, Saudi
Arabia, and of the USS Cole.?

Scenario three: minimal objectives are met for the con-
flict and a containment strategy is adopted afterward;
however, at some later date, a regime change occurs
due to the actions of internal forces. The marginal
costs of this strategy can be minimal, but the
type of regime that replaces the original govern
ment may be just as problematic for American
interests as the original antagonist.

Scenario four: minimal objectives are met for the con-
flict and a containment strategy is adopted afterward;
however, at some point in the future, the actions of the
totalitarian regime become so provocative that regime
change becomes necessary. Obviously, this is the most
costly of all the scenarios.

These scenarios are not necessarily compre
hensive, but they provide a fairly good view of
the possibilities in many potential conflicts. In
algebraic terms, MC + NBC < CC reflects the
idea that the marginal costs (MC) of regime
change plus the nation-building costs (NBC)
are frequently less than the containment costs
(CC) for many scenarios. This assertion is es
pecially true for scenario four, in which the
containment-costs term consists of the expense
of a new campaign for regime change plus that
for nation building as well.



The formula is not meant to describe some
sort of “natural law.” The four scenarios are
all predicated on the fact that the decision to
engage in armed conflict has already been
made. The formula represents some of the as
sessments that must be conducted to deter-
mine the appropriate course of action; it is
certainly within the realm of possibility that
the marginal costs of regime change could be
greater than the potential containment costs.
The primary point is that we should make a
full accounting of the elements in the equation
in order to arrive at the appropriate decision.

The United States has used containment
strategies successfully in the past, especially
during the Cold War with the Soviet Union.
In this situation, the marginal costs of regime
change likely would have been complete nu-
clear war. Clearly, these costs would exceed
the containment costs—even though the con
tainment period lasted for almost 50 years.

Implications for the Future

The new security strategy relies upon con
tinued development of effects-based warfare
doctrine—especially since difficult regime-
change operations may become more likely
in the future. The question then becomes,
How do we continue to develop our doctrine
and capabilities as we reach the limits of im
provements in precision targeting?

Previous research makes a powerful argu
ment that much of our success in the Gulf
War of 1991 stemmed from our ability to pro
ject an image of omniscience, omnipresence,
and omnipotence to the Iragi forces.?® Of
course we were none of these, but many of
the Iraqi soldiers on the ground (remember,
there were none in the air) felt otherwise.
Our responses to Iragi battlefield movements
were so quick and overpowering that most
soldiers realized that resistance was futile. In
fact, we were unprepared for the large num
bers of surrendering Iraqi soldiers.

If we move our effects-based doctrine for-
ward with the idea of dominating the battle
space, how does that affect our cost-benefit
analysis for the future? Two possibilities come
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to mind. The first is an investment in improved
information-processing capabilities, and the
second is an investment in education for our
most important resource—our people. | use
the term investment very deliberately here.
Both of these strategies should provide divi
dends and increased economies of scale for
the future force.

If we are to dominate future adversaries,
our information-processing capabilities must
continue to improve. This is especially true as
we try to engage decentralized, nonstate ac
tors such as terrorist organizations. Our rapid
improvement in precision-targeting technolo
gies has provided great benefits, but we are
reaching a point of diminishing returns. In
what types of technologies should we invest?
Three stand out: visual recognition, speech
recognition, and artificial intelligence. In order
to maintain the “full-spectrum dominance”
called for by Joint Vision 2020 with smaller,
more agile forces in the future, these technolo
gies will be essential.* Speech recognition and
artificial intelligence are especially critical. Our
data-collection technologies have advanced to
the extent that we cannot hope to analyze all
of the collected information with traditional
human analysis. Language-screening programs
that do the initial analysis would better enable
us to target our resources worldwide. Of course,
these programs must work in a variety of lan
guages and dialects—a task not currently fea
sible. Nevertheless, successful investments in
these areas could pay huge dividends.

Improved data processing and artificial in
telligence will go only so far, however. We must
improve our understanding of other languages
and cultures in order to make effective use of
these technologies. Precision targeting re-
quires precision knowledge of the local envi
ronment—especially the language and culture.
We currently develop our leaders (both officer
and enlisted) with a superb system of profes
sional military education (PME). Recently, Gen
John P. Jumper, chief of staff of the Air Force,
implemented a broadened concept for PME
called developmental education. This is a
necessary leap as we seek to groom leaders for
the more complex environments of the future;
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however, we can expand recent movements to-
ward developmental education even more.?

For one of the more successful efforts at
achieving enhanced military education, one
need only look to the School of Advanced Air
and Space Studies (SAASS) at Maxwell AFB,
Alabama. Lt Gen Donald A. Lamontagne,
commander of Air University, recently ob
served that “SAASS graduates have always been
in high demand for key staff and command
positions, but the day after Sept. 11, my phone
was ringing off the hook. People responsible
for planning for this new kind of war wanted
to know where the SAASS grads were.”?6 SAASS
is a great example of successful investing in our
people. When commanders must consider se
rious actions, they want graduates with high-
level expertise in doctrine and planning.

Unfortunately, finding people with exper
tise in the local language and culture is more
difficult. In 1996 the Air Force set a goal that
10 percent of officers should have proficiency
in a foreign language by 2005.%” Recent fig
ures show that we are only halfway there, and
it seems unlikely that we will achieve this tar-
get by the specified deadline.? Programs such
as those for foreign-area officers and Olmsted
scholars help achieve this goal, but they fall
outside the normal military developmental-
education process. We should add foreign-
language instruction to our traditional PME
programs, thereby merging language and cul
ture studies with doctrine studies. Currently, ex-
posing our people to both types of knowledge
environments is difficult. Moreover, we should
consider creating a similar program for se
lected enlisted personnel. “Study abroad” pro-
grams, offered by most undergraduate insti
tutions, represent a wonderful opportunity
for some of our enlisted personnel who are
seeking an undergraduate degree.

These expensive education programs may
seem extravagant, but we should view them as
investments. One can acquire such precise cul
tural knowledge only through experience—we
must invest as much in this type of knowledge
as we do in technical knowledge. A more in
tegrated approach to our developmental-
education efforts would mean that such in-

vestments in education would be more likely
to pay dividends when commanders find them-
selves involved in planning complex opera
tions. In addition to the foreign-language in
struction at in-residence PME, we could add a
more advanced course to the curriculum, thus
complementing SAASS. One could call the
new program the School for Advanced Lan
guage and Culture Studies (SALCS), offering
intensive language instruction followed by
study abroad at a university. Commanders can
readily locate SAASS graduates, but we need
to increase the number of officers with exten
sive doctrine knowledge, coupled with an un
derstanding of local language and culture.

If we are to move forward with effects-based
concepts, we must develop precision knowl
edge of the environment to complement the
other advances. The actions mentioned here
should help with all steps of the effects-based
planning model developed by Col Edward
Mann, USAF, retired; Lt Col Gary Endershy,
USAF; and Tom Searle. Those steps include
researching the strategic environment, deter-
mining policy goals, parsing and integrating
the mission, and assessing effects.?®

Limitations of the Economic View

As with any economic approach, the con
clusions depend heavily upon the assumptions
made to develop the arguments. Ironically, one
of the most problematic assumptions of this
idea is that one can calculate the costs of war-
fare and national strategy with any precision.
Certainly, we can’t put some sort of economic
value on human lives; furthermore, moral de
cisions must override economic decisions.

Thus, the economic approach presented
here does not imply that we can calculate all
of the costs and benefits of our actions with
perfect certainty—especially in the fog of war.
However, the difficulty of calculating costs and
benefits does not mean that we gain nothing
from this approach. Even chaotic systems tend
to behave within some boundaries.®° Under-
standing the cost-benefit structure that shapes
these boundaries should prove a useful exer
cise for decision makers now and in the future.



Another underlying assumption of an eco
nomic approach also merits some discussion
in this context. Typically, economic models
are based on an assumption of rational be
havior by the relevant actors in the situation.
Certainly, many tyrants do not adhere to our
notions of rational behavior. However, we can
still derive advantages from this model if the
behavior of the antagonist is reasonably ra
tional. The model can in fact provide some
insight without an assumption of rational be
havior. Indeed, irrational behavior by the
enemy can make a much more compelling
case for action in some situations. Even by as
suming rationality on only one side of the sit
uation (ours), we can nevertheless undertake
an assessment of costs and benefits that will
have significant value for decision making.

Conclusion

This article does not imply that the United
States has used cost-benefit analysis unsuc
cessfully in the past. The primary point is that
we must reassess how we calculate those costs
and benefits in the future due to the impera
tives imposed on us by the new national secu
rity strategy, and we must use that analysis to
make our doctrine more effective. Moreover,
we must increase our investments in resources
that allow us to make more effective assess
ments of those costs and benefits.

Technology has radically changed the face
of warfare in the modern age—with signifi
cant consequences for decision makers. New
technology allows the United States to use
force with more precision and less cost in
terms of fiscal resources and lives. However,
improved technology also enables terrorists
to wreak havoc with very few resources. These
changes have led to a new national security
strategy that reflects these problems. An eco
nomic view of these new realities can clear a
sometimes muddy picture, leading to two con
clusions: (1) we must continue to develop our
notions of effects-based warfare, and (2) tech
nological improvements in the future are likely
to come from sources other than precision
weapons. Further development of the eco
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nomic view can help us use our resources ef
fectively to meet the challenges of the mod-
ern world.

Postconflict containment by means of sanc
tions is mostly a failed policy, and its costs are
enormous. We should consider such contain
ment a preconflict—not postconflict—strategy.
As in all things strategic, this is not a hard-and-
fast rule. Sometimes the costs associated with
regime change will prove too great, but we must
be more realistic in calculating those costs.

Finally, in order to further develop our
concepts of effects-based warfare, we must im
prove our information-processing capabilities,
which include strategies for both collection
and analysis. Traditional evaluations of poten
tial targets must provide a richer picture of
the total environment in order to see further
gains in our application of effects-based doc-
trine. Improvements in our PME system are
necessary to provide this enhanced picture.

Clearly, some of the ideas articulated in
this article fall into the realm of national-
strategy decisions that are not traditionally
the purview of military officers. We imple
ment the strategy decided upon by our civil
ian leadership. However, as key players in the
development of security strategies, we fre
quently provide an opinion and a likely out-
come from a given course of action. It is in
this role as “trusted advisors” and participants
in developing strategy that these ideas can en
hance our national security.

Postscript

Currently, the cost-benefit question of Op
eration Iraqi Freedom, which occurred after
this article was written, is receiving great at
tention in the press. The costs of the conflict
proved generally less than anticipated, but the
benefits also seem to be less than expected—
at least at this early stage. Specifically, US forces
have not yet found conclusive evidence of
weapons of mass destruction (WMD) in
Irag—a problematic situation since the Bush
administration used the near-certainty of find
ing them as a central argument for going to
war. Despite its treatment in the press, this
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lack of evidence does not necessarily mean
that we erred in using WMDs as the basis for
the decision to remove the Iraqi regime.
Once again, an economic framework proves
useful here. Economists frequently use a tool
called “expected value” to assess situations of
uncertainty. The idea is relatively simple. If an
investment has a 90 percent probability of
paying $100, then the expected value of the
investment is $90. For simplicity’s sake, let’s
assume that the other 10 percent probability
is that the value of the investment will be $0.
It makes economic sense to choose the invest
ment for all costs less than $90 (this also as
sumes that we will play the investment “game”
repeatedly). However, choosing the investment
at a cost less than $90 doesn’t necessarily mean
we will make money. Chance may dictate that
our actual return on the investment is $0.
(Variations exist on how one chooses to ap
proach a situation such as this one, based on
risk tolerance, but | have chosen one of the
simplest strategies to keep things straight-
forward.) If our actual return is $0, did we
make a bad decision? No. It is easy to fall into
the “bad outcome equals bad decision” fallacy
here, but in this example we made a sound
decision, based on the available information.3!
One can apply the expected-value analysis
to the question of WMDs as well. Available in
telligence pointed to an extremely high prob-
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