CUTTING COSTS

In the decades after World War Il, America
was in the privileged position of having
been the only major power to have its
homeland escape largely unscathed and its
industrial base intact. This advantage,
coupled with the hard work and ingenuity
of the American people, provided the
United States with a position of economic
strength unrivaled in human history. Over
time, this absolute advantage has dissipated
and the first decades of the 21st century
will be marked by the “rise of the rest” as
noted by Fareed Zakaria.'*®

From a national security standpoint, this
means that there is little room for error
when it comes to building a cost-effective

Armed Forces. Waste and inefficiency can
make the difference between training
troops or making due, procuring a weapons

system or delaying its development. This
can translate to limiting our options and, in
the worst-case scenario, hampering victory
on the battlefield.

We propose a series of cost-cutting
measures by today’s Pentagon not as
punishment for having a large budget, but
as a serious effort to suggest the hard
choices that must be made when there is a
gap between capability needs and resource
limitations. Because the Air Force has a
generational advantage in air power over
other powers, we propose ending the
production run of F/A-22 fighters and
scaling back purchases of the Joint Strike
Fighter. Because shipbuilding budgets have
been increasing at an unsustainable rate,
we propose strengthening shipbuilding
design and oversight capacities within the
Navy and establishing fixed-cost contracting
on a case-by-case basis.
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We also propose a presidential commission,
comprised of civilian and military experts,
whose findings can only be rejected with
great difficulty. This Commission on
Defense Spending Reform would review
operations and maintenance budgets and
practices, as well as procurement policies
and health care costs. Actions should be
proposed for implementation beginning no
later than December 2010. The success or
failure of such an effort will make the
difference between the United States
getting the future force outlined in this
report, or having to make choices that limit
our ability to control our own destiny.

Reducing Waste and Inefficiency

The Department of Defense is the world’s
largest planned economy with a budget
larger than that of many mid-sized
countries, and represents the largest
portion of the U.S. government. Like any
large organization, it is prone to
bureaucratic inefficiency and waste.

Admiral William Fallon recently illustrated
as much. In March, the CENTCOM
commander eliminated 1,100 positions at
CENTCOM headquarters at MacDill Air
Force Base in Tampa Bay, Fla."®® That the
layoffs took place without noticeable
decline in the performance of arguably the
Department’s most crucial command
illustrates that a variety of similar
efficiencies, particularly within
management, may also be achieved
elsewhere in the military. Such moves are
not likely to vyield decisive availability of
new personnel, but in a time of severe
shortages and tradeoffs, every little bit
counts.

Recommendation: Each combatant
command and service headquarters

should, within a one-year time frame,
conduct a personnel audit with the goal of
identifying redundant positions, promoting
efficiency and allowing at least 5 percent
of headquarters staff to return to other
units.

Ship Design in a Time of Financial
Constraints

The Navy’s most recent iteration of its 30-
year shipbuilding plan would provide a
force of 313-ships by FY2019.*° This fleet
would be “built around 11 carrier strike
groups and 88 large surface combatants.”**!
However, the 313-ship plan is under
financial attack. To finance it, the Navy is
requesting a significant increase in its
shipbuilding budget. Particularly, to build
the roughly ten ships a year required for the
plan to come to fruition the Navy will need
to spend an estimated $27 billion per year
(FY09 dollars) or roughly twice the Navy’s
shipbuilding budget.’** Even with this
request, though, critics at the Congressional
Budget Office (CBO) and the Government
Accountability Office (GAO) have argued
that the Navy request significantly
underestimates true shipbuilding costs. In
addition, because of the costly land wars in
Irag and Afghanistan and the significant
sums of money that will be required to
repair damaged and worn-out equipment
when those conflicts end, the budgetary
assumptions the Navy is counting on to
finance the plan are increasingly unlikely.
This financial situation puts even the 313-
ship Navy plan in jeopardy. These factors
have led the GAO to state “the Navy plan
requires more funds than may reasonably
be expected.”**

Recommendations: To confront coming
financial challenges, the Navy should: do a
better job estimating the costs of future
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ships; establish clear and concrete
requirements before construction begins;
and exercise a more active design and
oversight role in shipbuilding through a
strengthened and supported Navy ship
design office.

Finally, the Navy should hold frank
discussions of exactly what requirements it
considers essential for future surface
combatants. The Navy must learn from the
DDG-1000 project and resist the
temptation to  procure unproven
technologies. In times of smaller budgets,
only essential requirements can be
considered.

Littoral Combat Ship (LCS)

Following the terrorist attack on the USS
Cole in the year 2000 by two terrorists in an
explosives-packed rubber dinghy, the
Navy—which was already struggling to
retain a central role in U.S. military
operations following the Cold War—began
to worry that asymmetric approaches were
endangering their fleet. The terrorist
attacks of September 11, 2001, then
followed. These attacks provoked a rapid
change in Navy thinking. According to
Norman Friedman, “the Navy had realized
that it would have to be able to deal with
more simultaneous contingencies than it
had anticipated. This requirement dictated
more independent naval strike forces,
which in turn translated into a need for
more surface combatants.”’**  This, in
conjunction with a shifting attitude about
the Navy’s role in coastal waters, led to the
development of a high-speed modular ship
that would be adept at fighting in shallow
water and would excel at mine-clearing,
finding and sinking diesel-electric
submarines, and fighting off armed speed

boats. This project later became the Littoral
Combat Ship (LCS).**

The LCS is the U.S. Navy's premier
transformational project. These relatively
small, low-cost vessels are designed to
maneuver in waters less than 20 feet deep
at extremely high speeds (40 to 50 knots).
They will employ advanced networking
technology that will allow them to share
information with other Navy ships, planes,
and joint units. They will launch manned
and unmanned vehicles to execute missions
and will have the ability to deploy Special
Forces, all with a crew of around 40 sailors.
In addition they will be modular; each ship
will share a core seaframe but will be able
to house an interchangeable modular “plug-
and-fight” mission package that will allow
the ship to be configured and reconfigured
for antisubmarine warfare (ASW), mine
warfare (MIW), or surface warfare (SUW)
missions.*® Additionally, each module will
come with a specialized helicopter and an
array of unmanned flying and submersible
vehicles.”*’ Perhaps the most ambitious
aspect of the ship was its intended
price—5$220 million per vessel. Under the
current plan, the Navy plans to purchase 55
LCSs, meaning the LCS will constitute one-
sixth of the planned 313-ship Navy.

Unfortunately, the LCS program, which was
intended to usher in an era of low-cost
shipbuilding, has been fraught with
problems. The LCS program has
encountered cost overruns, long delays,
and is based on commercial designs that are
untested as combat platforms. The New
York Times recently published an article
about the program with the headline
“Lesson on How Not to Build a Navy
Ship.”*3®
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Trouble with the LCS program began
initially with the Navy’s decision to use
high-speed commercial ferries as the design
model for a warship; civilian construction
standards were just not rigorous or robust
enough for a combat vessel. In an effort to
save time, the Navy and shipyards were
designing the ships as they were being built.
This practice led to multiple redesigns and
forced the shipyards to abandon the
traditional sequence of events used in
shipbuilding, which in turn drove up costs
and slowed an already overly ambitious
schedule.’® Ultimately the LCS program
was plagued by:

“[a] dynamic of mutually re-
enforcing deficiencies: ever-
changing Pentagon design
requirements; unrealistic
cost estimates and
production schedules ... and
a fondness for commercial
technologies that often, as
with the ferry concept, prove
unsuitable for specialized
military projects.”**°

Finally, the requirement for such high speed
ultimately added a significant premium to
the final costs of the ships even though, in
the words of naval analyst Norman
Friedman, the 40-knot speed requirement
may not be so useful in “an era of shipboard
helicopters and  supersonic  anti-ship
missiles.”*™ In the end, the cost of both
prototypes has risen to more than double
the intended cap of $220 million, with both
versions projected to cost more than $500
million.**

Recommendations: To strengthen the LCS
program, the Navy must: eliminate
requirements that are not vital for the

ship's success, particularly the 40-plus knot
speed; finalize  requirements; and
negotiate contracts for a reasonable fixed
cost. Next, the Navy must engage in an
open dialogue about the operational and
cultural preparation required to operate
Littoral Combat Ships. Finally, the Navy
and Marine Corps should report to
Congress about the possibility of acting on
the suggestion of adding Marine Corps
specific mission modules to the LCS to
increase its versatility. These could include
a surface fire-support module, a special
operations module and humanitarian
assistance module.'*

By setting aside the desire to have the
latest and greatest technology available,
the Navy could strip away unnecessary
requirements and allow it to build a ship
more cheaply. This would also open the
door to a joint procurement effort with the
Coast Guard to replace some of the planned
Deepwater cutters with a Coast Guard
version of the LCS.

F/A-22 Raptor

For better or worse the F/A-22 Raptor is the
Air Force’s premier transformational project
and highest aviation priority. This air
superiority fighter is designed with a ground
attack capability. It utilizes the latest
advancements in stealth technology to
avoid detection and allow it to enter even
the most hostile anti-access environments.
It also features thrust-vectoring engines for
increased maneuverability and highly
advanced avionics to provide instantaneous
target data. The first prototype was flown
on September 7, 1997.**

Development of what would become the
F/A-22 began in the 1980s in response to
the expected developments in Soviet fighter
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aircraft. The Air Force, disappointed with
the handling and maintenance problems of
existing stealth aircraft, decided to invest in
a “third generation” stealth aircraft. With
the collapse of that threat, the Air Force
continued development of the F/A-22,
pouring billions of dollars into the program
and nearly stopping procurement of F-16s
and F-15s. It took until 2003 for fighter
procurement to rise to 21 aircraft in 2003.
All 21 aircraft purchased that year were
F/A-22s. However, the initial goal of 750
aircraft was slashed over the years and the
Air Force currently operates 183. The Air
Force is unsatisfied with this number and
staunchly maintains that they need at least
381 F/A-22s—enough to maintain two full
squadrons of 24 F/A-22s ready to deploy,
and eight more squadrons that are either
recovering from a deployment or preparing
to leave (plus trainers and spares).'*> Does
the Air Force really need 381 F/A-22s, and is
this a wise investment?

The most fundamental question in dealing
with the F/A-22 is if the Air Force really
needs the planes at all. The Air Force argues
that it does. To them the F/A-22 “will be the
first stealthy fighter/attack aircraft that
combines supersonic speed without resort
to afterburners (requiring additional fuel),
maneuverability via thrust-vectoring
engines, and fusion of multi-sensor avionics
data via computers [..].”*® Al these
features, they argue, will allow the F/A-22
to enter the most dangerous anti-access
environments and destroy their targets at
greater standoff ranges. The F/A-22 will also
keep the United States technologically
ahead of all potential competitors, and will
be able to soundly defeat the latest and
greatest Russian designs like the MiG-29
and Su-27,'* as well as enter hostile battle
spaces protected by advanced radars and

surface-to-air missiles (SAMs). These
aircraft will provide a credible hedge against
a rising China or a resurgent Russia and
would preserve the capability of the United
States to manufacture an advanced
fighter.'*®

The arguments most cited by critics of the
program concern the F/A-22s cost and its
utility in  future conflict scenarios. In
particular, critics do not see spending $122
million to $180 million on an F/A-22 as a
wise use of scarce procurement dollars.
Instead, they would prefer to see the
money spent on modernizing existing
aircraft that have dominated the battle
space in Irag and Afghanistan, or expanding
development and production of unmanned
combat aerial vehicles (UCAVs). 1*°

Because the F/A-22 was designed to
counter a threat that never seriously
materialized, these next generation fighters
cannot be justified in the eyes of critics. To
them, the threat of MiG-29s, Su-27s, and
advanced SAMs is overblown. With a
realistic threat analysis, the F/A-22 and the
assumptions that underpin it are too
uncertain to warrant such a heavy funding
commitment. Critics are quick to point out
that the “U.S. Navy and Marine Corps will
also have to operate in the same future
threat environment as the Air Force. Yet,
unlike the Air Force, these Services believe
that the much more modestly priced Joint
Strike Fighter, along with robust electronic
warfare assets, will be adequate to defeat
double digit SAMs.”*° Finally, there is a
worry that the Air Force’s singular focus on
the F/A-22 has locked it into traditional
ways of thinking. Thus the F/A-22, rather
than being the source of transformation, is
actually an impediment to it.*!
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An additional argument deals with the
utility of stealth. The stealthy nature of the
F/A-22 is one of the leading reasons for its
high cost. However, many—including the
Navy and Marine Corps—worry that stealth
has a fundamental flaw, Moore’s Law.
Moore’s Law refers to the rapid
improvement of computer processor
power. Computer processing power, able to
distinguish faint signals from background
noise, doubles every 18 months while the
stealthy features of the F/A-22 are built into
the design and will not change significantly
throughout its service life.”* Thus, the Air
Force’s faith in stealth may be misplaced.

Recommendations: The Air Force cannot
afford all the F/A-22s it is asking for. It
should make due with 203 (the number it
has and has advanced funding for) and
shift focus to funding the F-35.

There is a need for the F/A-22. It will serve
as a hedge against a resurgent Russia and a
rising China. However, the Air Force needs
to recognize that in the near term, these
are unlikely to be sources of conflict.
Instead the Air Force should do more to
focus on near-term threats and conflicts. In
particular they should focus on and
invest heavily in advanced UCAVs.

F-35 Joint Strike Fighter (JSF)

The Joint Strike Fighter (JSF) program is a
set of three aircraft designed for the Air
Force, Navy, and Marine Corps, as well as
for export to allied nations. In its current
form the JSF program is the Department of
Defense’s largest acquisitions program in
terms of cost, numbers, and duration. If the
JSF program proceeds according to plan, it
will be the most costly single aircraft
program in Department of Defense
history.”® Current plans call for the

“production of 2,458 aircraft in three
versions over 28 years.” An additional 738
aircraft will be purchased by partner
nations.™*

The JSF program emerged in 1995 and
throughout its development has remained a
truly joint program. There are three
planned variants: conventional takeoff and
landing (CTOL) for the Air Force; carrier
takeoff and landing (CV) for the Navy; and
short-field takeoff/vertical landing (STOVL)
for the Marine Corps. Each will share a
common airframe, engine, and avionic suite
to reduce costs. The JSF will be a “fifth-
generation, single-seat aircraft with
supersonic dash capabilities and some
degree of stealth.”*>>

The JSF  program is unique for
contemporary weapons system
development in  that  performance
features—including radar signature, speed,
range, and payload—were determined “on
the basis of trade-offs between
performance and cost, with the latter being
a critical factor.”**® The production costs of
these aircraft have to remain low so
sufficient numbers can be procured. The JSF
program has sacrificed some of the high-
performance features of the F/A-22, like
supersonic dog-fighting capabilities, to keep
costs down.™’ Despite this, program costs
have risen by over $100 billion over the
lifetime of the program and are currently 38
percent above what was projected. **® The
Air Force plans to purchase 1,763 CTOL
versions of the JSF to replace its current
fleet of F-16s and A-10s on a roughly one-
to-one basis.™’

Despite the effort placed on balancing
requirements with cost, there are still
significant criticisms of the JSF program,
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including the need for fifth-generation
fighters. This argument, which is also part of
the criticism of the F/A-22 program, argues
that future threat scenarios do not require
a new, expensive aircraft. Instead, aircraft
currently in production could be upgraded
and modified to continue service in the
near term. This view has been strengthened
by continued air dominance in Iraq, Bosnia,
Kosovo and Afghanistan.'®

A second argument deals with the numbers
of JSFs required. In terms of capabilities, the
JSF is significantly more capable than
current aircraft. As mentioned above, the
Air Force is planning to replace its aging
fleet of F-16s and A-10s on a one-to-one
basis. According to a study conducted by
the Center for Strategic and Budgetary
Assessments (CsSBA), however, a
replacement ratio of 3:2 or 2:1 should be
considered reasonable.'®

The final argument deals with the very
nature of a “joint” aircraft. Critics of this
approach argue that in an attempt to
achieve commonality, the service with the
most limited requirements (the Air Force)
would have to accept a more capable (and
expensive) aircraft than they really need. In
other words joint aircraft “are apt to be
more costly than Air Force requirements
might dictate, but provide less capability
than the Navy might desire.”*®?

Proponents of the JSF retort that the
capabilities of potential adversaries
continue to rise with the proliferation of
Russian SAMs and advanced 4th generation
fighters. In particular:

"Proponents also state that
aircraft ‘parity’ with our next
adversary will present an

unacceptable risk to the air
dominance that the U.S.
military normally takes for
granted. Recent training
opportunities such as Cope
India 2004, in which U.S. F-
15s flew simulated dogfights
against Indian Su-30s, Mirage
2000s, and MiG-21s,
highlights this fact. Various
news accounts note that U.S.
F-15s were defeated during
many of the engagements

against their Indian
counterparts during this
exercise."'®

The JSF will incorporate many new features
that potential alternatives would not
provide. Perhaps the most significant of
these is an “open” avionics architecture
that will allow ground crews to affordably
update the plane’s computational capacity
on a regular basis to take advantage of
advancements in computer technology.*®*

In addition, JSF program managers argue
that having a joint aircraft, with many
common parts, saves money at all phases of
the program's life, from development, to
production, to operation and support
costs.*®

Cutting the program would reduce
deterrent effects and be a long-term
strategic mistake. It would also call into
guestion our commitment to international
joint projects. However, scaling back the
program to a more affordable level than the
current plan of replacing 1,300 F-16s with
1,763 more capable JSFs is in order.
Increased capabilities of the JSF, in
conjunction with advances in guided
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munitions, make a smaller Air Force buy of
JSFs a reasonable proposition. 166

Recommendations: The JSF program has
done a good job of balancing capabilities
with cost. Because fighter modernization is
necessary (and considering sunk costs and
the impact canceling the project would
have on the other Services,) the JSF
program should be continued. However,
the Air Force should revise the number it
plans to buy downward now, as any
change in buys will have an effect on the
other Services involved.

Presidential Commission on Defense
Spending Reform

After the attacks of September 11th, the
rate of defense spending understandably

Economic strength is the
foundation of America’s force
projection capability and
should be considered central
to our national security policy.

increased at a very high rate. The double-
digit annual growth rate of defense
spending cannot long be sustained in an era
of financial crisis and towering trade and

budget deficits. Economic strength is the
foundation of America’s force projection
capability and should be considered central
to our national security policy. To build an
Armed Forces capable of ensuring
America’s national security for the next
generation, we must reject the temptation
to continue business as usual and instead
plan for a force that is economically
sustainable and capable of ensuring
America’s national security for the next
generation.

Recommendation: Congress and the next
administration should create a Presidential
Commission on Defense Spending Reform
that would review operations and
maintenance budgets and practices, as
well as procurement policies and personnel
support costs. Actions should be proposed
for implementation no later than
December 2010.
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CONCLUSION

At this moment in history, we are a nation
at war, facing an increasingly hostile threat
environment that requires more investment
in security at a time of fiscal crisis and
economic stagnation. We must stand strong
in the face of these challenges—but we also
cannot stand still. Simply recognizing the
need for change, but not making the
requisite adjustments, will not be sufficient;
this would only lead to extended conflicts,
an empty Treasury and a military stretched
to the breaking point. It will be the
responsibility of the new administration and
the United States Congress to chart a new
way forward in defense policy. We
recommend taking all necessary actions to
win today’s wars while strengthening our
all-volunteer force. We suggest building
capacity to prevent future conflicts, thus
changing the global threat environment in
our favor by adding allies and reducing the
need for combat deployments. We propose

a “strategic pause” of two years during
which the administration, Congress and our
national security professionals can develop
a sustainable plan for a future force that
can meet today’s needs, deter and defeat
tomorrow’s foes, and be affordable in a
time of economic crisis.

A “strategic pause” helps ensure America’s
long term national security by encouraging
in-depth study by academics, oversight by
Congress and debate within the
administration and national security
community as to what kind of future force
is necessary to protect the next generation
of Americans.

We hope this report will serve as a
contribution to this effort and we look
forward to working together with all those
interested in strengthening the national
security position of our nation.
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