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Executive Summary 
 

On February 26, President Barack Obama released a preliminary outline of its 
spending priorities and agency budgets (known as “toplines”) for Fiscal Year (FY) 2010, 
which begins on October 1. In a typical year, the President would submit a detailed 
budget request to Congress on the first Monday in February. This year, however, has 
been different. In order to have enough time to complete the “exhaustive line-by-line” 
budget review as promised during the campaign, the Obama administration decided not 
to release its detailed budget request until April.  

 
The defense budget topline released on February 26 communicates an overall 

funding level without including programmatic specifics, which will be released in April. 
The topline request provides $534 billion in FY 2010 funding for the Department of 
Defense’s “base” budget, which excludes funding for Iraq, Afghanistan, and nuclear 
weapons activities. The topline also provides $75.5 billion in war funding for the 
remainder of FY 2009, as well as $130 billion in war funding for FY 2010. The extra 
$75.5 billion FY 2009 supplemental, when combined with the $68.5 billion already 
passed in 2008, would bring total FY 2009 war funding to $144 billion.  

 
President Obama’s topline thus requests $664 billion in total DOD and war 

funding for FY 2010. This figure does not include funding for nuclear weapons or 
miscellaneous non-DOD defense costs, which were approximately $23 billion in FY 
2009. 

 
Without adjusting for inflation, the $534 billion topline request is $21 billion, or 

4.1 percent, greater than the $513 billion appropriated by Congress in FY 2009 for 
DOD’s base budget. After adjusting for inflation, the $534 billion topline request is $9 
billion, or 1.7 percent, greater than the $525 billion (FY 2010 dollars) appropriated by 
Congress in FY 2009 for DOD’s base budget.  

 
In FY 2009 dollars, DOD’s base budget grew steadily over the last decade, 

increasing from $370 billion in FY 2000 to $513 billion in FY 2009, an inflation-adjusted 
total increase of $143 billion (39 percent) or an average increase of $16 billion (4.3 
percent) per year. When including funding for Iraq, Afghanistan, and nuclear weapons 
activities, national defense budgets have grown in inflation-adjusted dollars from $387 
billion in FY 2000 to $687 billion in FY 2009, a real increase of 78 percent.  
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Recap of the FY 2009 Defense Budget 
 

The Bush administration requested $541 billion for national defense in FY 2009, 
which ends on September 30, 2009. This request consisted of $515 billion for DOD’s 
“base” budget, $16 billion for nuclear weapons activities administered by the Department 
of Energy, and $10 billion for miscellaneous defense needs. The request excluded FY 
2009 funding for military operations in Iraq and Afghanistan, which since 2001 have 
been financed outside of the normal budget process through supplemental appropriations. 
 

In September 2008, Congress approved $513 billion in FY 2009 funding for 
DOD. Additional base budget funding requested for FY 2009 that is not allocated to 
DOD – such as the Department of Energy’s money for nuclear weapons – is currently 
being funded at FY 2008 levels through a continuing resolution or “CR” that expires on 
March 6. Once the CR expires, Congress must decide whether it wants to either: a) set a 
new level of funding for the remainder of FY 2009, which it could do through an 
“omnibus” package that combines all nine yet to be passed FY 2009 appropriations bills; 
or b) simply extend the CR (and thus the FY 2008 funding level) for the remainder of FY 
2009. It appears that Congress will attempt to complete an omnibus package before the 
CR expires on March 6.1  
 

Last year Congress also passed $68.5 billion in “bridge” FY 2009 funding for the 
wars in Iraq and Afghanistan that will last until June 2009. Recent press reports indicate 
that an additional $75.5 billion will be needed for Iraq and Afghanistan in FY 2009.2 This 
extra $75.5 billion supplemental, when combined with the $68.5 billion already passed in 
2008, would bring total FY 2009 war funding to $144 billion and aggregate war costs to 
date to approximately $939 billion when counting war-related spending by DOD, the 
State Department, and the Veterans Administration.3  
 

Even though a final FY 2009 budget figure cannot be stated precisely at this time 
because Congress has not yet completed its FY 2009 budget work, it appears that final 
FY 2009 spending on national defense will be approximately $687 billion. 
 

Table 1. Breakdown of FY 2009 Defense Budget Authority 
(in billions of constant FY09 dollars) 

FY09 
Funding 

Allocated to? 

513 DOD base budget passed in 2008 
23 Non-DOD base budget (e.g. nukes) funded at FY08 levels by CR 

68.5 First war supplemental passed in 2008 
75.5 Second war supplemental expected to be passed in 2009 
6.5 DOD funding in stimulus 
687 Estimated total FY09 defense spending budget authority 

Notes: Estimate based on CRS, DOD, and media reports 
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Growth in U.S. Defense Spending Over the Last Decade 
 

Over the last decade, U.S. defense spending has risen dramatically. With the 
inclusion of funding for Iraq, Afghanistan, and nuclear weapons activities, national 
defense budgets have grown, in inflation-adjusted dollars, from $387 billion in FY 2000 
to $687 billion in FY 2009, a real increase of 78 percent. DOD’s base budget, which 
excludes both war and nuclear weapons funding, also has grown steadily over the last 
decade, increasing from $370 billion in FY 2000 to $513 billion in FY 2009, a real 
increase of 39 percent or an average of $16 billion per year. 
 

Table 2. Budget Authority for National Defense, FY 2000-2009 
(in billions of constant FY09 dollars) 

 FY00 FY01 FY02 FY03 FY04 FY05 FY06 FY07 FY08 
est. 

FY09 
est.* 

DOD Base 
(051) 

370 381 408 451 467 427 446 455 493 513 

Nukes and 
Non-DOD 
Defense 

17 20 20 21 22 24 25 24 23 23 

SUBTOTAL 
National 
Defense (050) 

387 401 428 472 489 451 471 479 516 536 

War 
Supplemental 

n/a 25 20 75 81 114 134 181 194 144 

TOTAL 387 426 448 547 570 565 605 660 709 687 
 

Chart 1. 

Budget Authority for National Defense, FY 2000-2009 

(in billions of constant FY09 dollars)
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*Table 2-Chart 1 Notes: FY09 figures include stimulus & 2nd supplemental. Data from CRS, OMB4 
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It is clear that war costs have led to higher defense budgets. However, funding 

requests for Iraq and Afghanistan may have reached their peak in FY 2008. The expected 
total FY 2009 war supplemental of $144 billion is $50 billion less than the FY 2008 total 
of $194 billion. (Table 2) While future supplemental budget requests are difficult to 
predict, the mix of Iraq and Afghanistan policies the Obama administration seems likely 
to pursue – removing troops from Iraq and adding troops to Afghanistan – should not 
restore future annual supplemental budgets to the FY 2008 peak. Moreover, the new 
administration has pledged to integrate supplemental requests into DOD’s base budget, 
which will further reduce supplemental budgets but (by definition) increase base budgets. 
 

Whether included in base budgets or war supplementals, procurement funding for 
aircraft, ships, and vehicles has increased markedly. In inflation-adjusted dollars, DOD 
procurement budgets grew by 163 percent during the Bush administration - from $66 
billion in FY 2000 to an estimated $174 billion in FY 2008. Procurement budgets 
increased at an average real growth rate of 20 percent per year during the same time. 
(Table 3) 
 

Certain procurement accounts have grown faster than others. For example, 
funding for Army aircraft increased in inflation-adjusted dollars from $1.8 billion in FY 
2000 to $4.9 billion in FY 2009, an average annual growth rate of 19 percent. Since the 
Army has been the service branch in highest demand in Iraq and Afghanistan, it makes 
sense that Army procurement funds have increased. However, procurement funding for 
Navy ships and aircraft and Air Force aircraft increased steadily over the last decade too. 
These services, while still vital, are not being called upon as regularly to serve in current 
U.S. military operations. 
 

Table 3. Budget Authority for Procurement Accounts, FY 2000-2009 
(in billions of constant FY09 dollars; FY00-FY08 includes procurement $ in war supps.) 

 
Selected 
Account 

FY 
00 

FY 
01 

FY 
02 

FY 
03 

FY 
04 

FY 
05 

FY 
06 

FY 
07 

FY 
08* 

FY 
09* 

Average 
Annual 
Growth 

Army 
Aircraft 

1.8 1.8 2.2 2.5 2.4 3.4 3.6 5.9 4.3 4.9 19% 

Army 
Weapons & 
Tracked 
Vehicles 

2.1 2.9 2.5 2.6 2.2 5.4 4.3 8.7 3.1 3.2 6% 

Navy Ships 8.4 13.9 10.5 10.2 12.6 11.3 12 10.6 13.9 13.1 6% 
Navy 
Aircraft 

10.5 9.5 9.1 9.7 10.1 9.7 10.9 12.3 12.7 14.1 4% 

Air Force 
Aircraft 

10.6 11.8 11.9 14.6 13.4 15.1 14.1 16.2 12.3 13.1 3% 

Total DOD 
Procurem. 

66.2 74.4 73.5 90.1 93 105.3 112 139.1 174 n/a 20% 

Notes: Data from DOD, OMB, Congress5 
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Current U.S. Defense Spending vs. Spending Since 1948 
 

When including funding for Iraq, Afghanistan, and nuclear weapons activities, the 
United States spends significantly more, in FY 2009 inflation-adjusted dollars, for 
defense today than it did during the peak years of the Korean War (1952; $604 billion), 
the Vietnam War (1968; $513 billion), or the 1980s Reagan-era buildup (1985; $556 
billion). U.S. defense spending is higher today than at any point since World War II. 
 

Table 4. Budget Authority for National Defense, FY 1948-2009 
(in billions of constant FY09 dollars; includes war & nuclear funding) 

 
Fiscal Year Funding Fiscal Year Funding Fiscal Year Funding 
1948 $171 1969 $497 1990 $492 
1949 $160 1970 $454 1991 $447 
1950 $181 1971 $411 1992 $443 
1951 $460 1972 $398 1993 $416 
1952 $604 1973 $378 1994 $383 
1953 $504 1974 $362 1995 $381 
1954 $385 1975 $352 1996 $371 
1955 $343 1976 $357 1997 $367 
1956 $347 1977 $383 1998 $358 
1957 $363 1978 $377 1999 $375 
1958 $361 1979 $378 2000 $387 
1959 $376 1980 $385 2001 $426 
1960 $364 1981 $428 2002 $448 
1961 $366 1982 $470 2003 $547 
1962 $416 1983 $502 2004 $570 
1963 $418 1984 $522 2005 $565 
1964 $404 1985 $557 2006 $605 
1965 $390 1986 $536 2007 $660 
1966 $458 1987 $519 2008 $709 
1967 $510 1988 $508 2009 $687 
1968 $513 1989 $502    
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Chart 2. 
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Table 4-Chart 2 Notes: Includes funding for wars and nuclear weapons. Data from DOD, CRS6 
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U.S. Defense Spending vs. Global Defense Spending 
 
A Note on Methodology 
 

Estimating other countries’ military spending is no easy task. Besides the 
complications involved in comparing different currencies, there is no such thing as an 
agreed-upon international definition for “defense expenditure.” Many countries count 
spending differently. Transparency is also an issue because some countries may not want 
the international community to know exactly how much they spend on defense.  
 

The analysis that follows uses data from The Military Balance 2009, the 
authoritative reference almanac produced annually by the International Institute for 
Strategic Studies.7 A few words are needed on the defense spending estimates for China 
and Russia. Both of these countries regularly underreport their annual military budgets. 
The Military Balance 2009 typically uses market exchange rates to convert countries’ 
defense spending figures into U.S. dollars. In the case of China and Russia, however, the 
market exchange rates fail to fully reflect the purchasing power of the yuan and the ruble, 
respectively. To compensate for this, The Military Balance 2009 uses a methodology 
known as Purchasing Power Parity (PPP) to calculate a more balanced figure. With the 
exception of the 2007 figure for China, all of the figures for China and Russia in the 
analysis below use PPP figures, which are significantly higher than both officially 
reported and market exchange rate figures. The 2007 figure for China uses the high-end 
estimate provided by DOD in its annual report on China’s military power because a PPP 
figure is not included in The Military Balance 2009.8 
 

The bottom line is that this analysis uses the highest possible defense spending 
estimates for China and Russia. This is a departure from the methodology utilized in 
previous versions of this analysis.  
 
Analysis 
 

The United States is far and away the global leader in defense spending. In 2007, the 
most recent year for which complete data is available, the United States approved $660 
billion in defense budget authority (FY09 dollars). (Table 2) This figure includes funding 
for DOD’s base budget, DOE-administered nuclear weapons activities, and supplemental 
appropriations for Iraq and Afghanistan. 
 

• With its budget of $660 billion, the United States spent more on defense in 2007 
than the next 14 highest spending countries in the world combined. 

• The United States accounted for 43 percent of the world’s total defense spending 
in 2007. 

• In 2007, the United States spent 4.6 times more on defense than China, 7.7 times 
more than Russia, 85.2 times more than Iran, and 100 times more than North 
Korea. 
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Table 5. Defense Spending by Countries of Interest, 2007 
(in billions of constant FY09 U.S. dollars; U.S. figure includes war & nuclear funding) 

 
Country 2007 Global 

Rank 
United States 660.0 1 
China 144.5 2 
Russia  85.3 3 
United Kingdom 65.8 4 
France 63.1 5 
Germany 43.8 6 
Japan 42.7 7 
Italy 39.3 8 
Saudi Arabia 36.9 9 
South Korea 27.6 10 
Israel 12.1 17 
Taiwan 10.0 20 
Iran 7.7 23 
North Korea9 6.6 28 
Pakistan 4.7 33 
Venezuela 2.9 49 

 
Chart 3. 

U.S. Defense Spending vs. The World in 2007*
(in billions of constant FY09 U.S. dollars, with % of global total)

*2007 is the most recent year for which accurate data is available
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Table 5-Chart 3 Notes: Includes funding for wars & nuclear weapons. Data from CRS, OMB, IISS, 
State10 
 

From 2005 to 2007, annual U.S. defense spending increased by $95 billion after 
adjusting for inflation. (Table 2) While this increase was greater in dollar terms than the 
annual defense budget of every country in the world except China, in percentage terms it 
only totaled 17 percent because the U.S. budget was relatively massive. The United 
States may spend far more on defense than any other country in the world, but it does not 
have the fastest growing defense budget in the world. That distinction belongs to 
Kazakhstan, which saw its defense budget increase by 84 percent from 2005 to 2007 after 
adjusting for inflation. 
 
Table 6. Countries with Fastest Growing Defense Spending Between 2005 and 2007 

(real growth adjusted for inflation; U.S. figure includes war & nuclear funding) 
 

 Real 
Growth 

Global 
Rank 

Kazakhstan 84% 1 
Angola 80% 2 
Ukraine 57% 3 
Jordan 57% 4 
Slovakia 55% 5 
Thailand 51% 6 
Austria 50% 7 
Brazil 46% 8 
Romania 45% 9 
Indonesia 42% 10 
Russia  33% 13 
China 27% 19 
United States 17% 28 
France 8% 44 
United Kingdom 5% 50 
Germany 4% 51 

Notes: Includes funding for wars & nuclear weapons. Data from CRS, OMB, IISS11 
 

Press reports indicate that while some countries plan to rein in their defense 
spending in 2009 due to the sagging global economy, others will continue to increase 
their annual defense expenditures. Russian officials said in February 2009 that Moscow 
plans to submit an official 2009 budget of approximately $33 billion, a 15 percent cut 
from 2008. However, Russia still plans to spend $111 billion between 2009 and 2011 to 
purchase new weapons and modernize its armed forces.12 China has not yet announced its 
2009 defense budget plans, but its official 2008 budget grew by 17.6 percent from the 
previous year.13 (Russia and China’s official figures significantly understate spending, as 
explained in the note on methodology above). India announced its intention to increase its 
defense budget in 2009 by 34 percent over the previous year’s level.14 
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Iraq and Afghanistan War Funding 
 

From 2001 through February 2009, the Congressional Research Service estimates 
that Congress approved $864 billion in war-related funding for DOD, the State 
Department, and the Department of Veterans Affairs. This total breaks down as $657 
billion for Iraq, $173 billion for Afghanistan, $28 billion for enhanced military base 
security, and $5.5 billion that cannot be allocated properly.15 
 

In its February 26 topline request, the Obama administration included $75.5 
billion for Iraq and Afghanistan in FY 2009, which ends on September 30, 2009.16 
Without this extra supplemental, war funding will expire in June. The extra $75.5 billion 
supplemental, when combined with the $68.5 billion in FY 2009 funding already passed 
by Congress in 2008, would bring total FY 2009 war funding to $144 billion and 
aggregate war costs to date to approximately $939 billion when including war-related 
spending by DOD, the State Department, and the Veterans Administration. 
 

In January 2009, House Defense Appropriations Subcommittee chairman Rep. 
John Murtha (D-PA) said that the final version of the extra FY 2009 supplemental would 
provide a $500 per month salary bonus to all 185,000 soldiers who have been held past 
their deployment commitments since 2001 in the Army’s stop-loss program. Additional 
procurement funds also are likely to be included by congressional appropriators.17  
 

The FY 2007 Defense Authorization bill required that war funding requests be 
submitted at the beginning of the year alongside base budget requests. This “early 
submission” stipulation was intended to give Congress as much time to scrutinize war 
funding requests as it had to study base budget requests. The Bush administration 
followed the requirement in FY 2008 but ignored it in FY 2009 because it claimed that it 
wanted to wait for recommendations from General David Petraeus before submitting its 
war budget.  

 
Emergency supplemental funding is exempt from ceilings that apply to 

discretionary spending in Congress’s annual budget resolutions. The supplemental 
process undermines budget planning and erodes congressional oversight by omitting 
detailed “budget justifications” documentation, making it difficult for Congress and 
policymakers to determine the basis of requests and consider viable funding 
alternatives.18 The Congressional Research Service, Congressional Budget Office, 
Government Accountability Office, congressional leaders on military issues, budget 
experts, and Chairman of the Joint Chiefs of Staff Admiral Michael Mullen have all 
criticized supplementals as an improper method for defense budgeting. Top-level Obama 
administration defense officials such as Comptroller Robert Hale and Deputy Secretary 
of Defense William Lynn have signaled their intent to stop using supplementals as soon 
as possible.19 
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Debate: Four Percent of Gross Domestic Product for Defense? 
 

An ongoing debate in policy circles involves the question of whether or not to 
allocate the defense budget each year as a specific percentage of America’s gross 
domestic product (GDP). Advocates of this approach typically recommend pegging the 
DOD base budget, which excludes both supplemental appropriations for Iraq and 
Afghanistan and Department of Energy-administered nuclear weapons activities, at four 
percent of GDP.  
 

Senate Armed Services Committee ranking member Sen. John McCain (R-AZ), 
Chairman of the Joint Chiefs of Staff Admiral Michael Mullen, conservative security 
analysts, and several members of Congress have endorsed the four percent proposal. Sen. 
James Inhofe (R-OK) and Rep. Trent Franks (R-AZ) introduced a joint resolution, 
S.J.Res.10/H.J.Res.23, in February 2009 that calls for at least 4 percent of GDP to be 
spent on DOD’s base budget each year.20 The bill is similar to legislation they each 
introduced previously in the 110th Congress. 
 

First and foremost, it is worth pointing out that when including war funding, the 
United States already devotes well over 4 percent of GDP to defense. Advocates of the 
four percent plan conveniently omit war costs from their calculations, as if spending on 
military operations in Iraq and Afghanistan somehow does not count as “defense.” 
Moreover, the United States spends significantly more, in inflation-adjusted dollars, for 
defense today than it has at any time since World War II. (Table 4, Chart 2)  

 
Critiques of the four percent proposal have appeared in well-publicized fora. In 

brief, the four percent proposal fails in three important ways: it would add $1.4 trillion to 
$1.7 trillion to deficits over the next decade and provide more defense funding than is 
forecast to be necessary; it would determine budgets using rigid formulas instead of 
realistic threat-based analysis, which would allow procurement to drive strategy rather 
than the other way around; and it is politically unviable in the economic and budgetary 
environment faced by the United States.21 

 
The proposal to tie defense spending to GDP should be rejected by policymakers. 

GDP is an important metric for determining how much the United States could afford to 
spend on defense, but it provides no insight into how much the United States should 
spend. Defense planning is a matter of matching limited resources to achieve carefully 
scrutinized and prioritized objectives. When there are more threats, a nation spends more. 
When there are fewer threats, it spends less. As threats evolve, funding should evolve 
along with them. Defense spending should be determined according to threat-based 
analysis and budgetary survival of the fittest. If the Pentagon can make the case that the 
threats the United States faces justify larger budgets, then larger budgets should be 
allocated.  

 
Unfortunately, setting defense spending at four percent of GDP would shield the 

Pentagon from careful scrutiny and curtail a much-needed transparent national debate. 
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Selected Weapons Systems – Program Costs and FY 2009 Funding 
 

Table 7. Selected Weapons Systems – Program Costs and FY 2009 Funding 
(in millions of constant FY08 dollars) 

 Total 
Quantity 

Total 
Cost 

Per Unit 
Cost 

Cost 
Growth 

FY09 
Request 

FY09 
Approp. 

ARMY       
AH-64D Longbow Apache Helicopter 671 11,183 17 55% 872 874 
CH-47F Chinook Improved Cargo 
Helicopter 

513 13,350 26 10% 1,178 1,178 

Family of Medium Tactical Vehicles 
(FMTV) 

83,185 20,676 0.25 13% 947 447 

Future Combat Systems (FCS) n/a 159,320 n/a 73% 3,316 3,375 
NAVY       

Aircraft Carrier Replacement Program 
(CVN-21) 

3 35,119 11,706 -3% 4,188 4,196 

DDG-1000 Zumwalt Destroyer 7 28,887 4,127 4% 3,233 2,107 
DDG-51 Arleigh Burke Destroyer 62 62,756 1,012 10% 19 219 
E/A-18G Growler Jamming Aircraft 85 8,649 102 -1% 1,781 1,729 
F/A-18E/F Super Hornet Aircraft 493 46,345 94 7% 1,983 1,936 
LHA Replacement Amphibious Ship 1 3,368 3,368 9% 351 186 
Littoral Combat Ship (LCS) 2 2,849 1,424 135% 1,291 1,389 
LPD-17 San Antonio Amphibious 
Ship 

9 14,242 1,582 112% 104 934 

MH-60R Seahawk Helicopter 254 12,139 48 6% 1,256 1,264 
MH-60S Knighthawk Helicopter 271 7,843 29 16% 597 597 
SSN-774 Virginia Attack Submarine 30 91,965 3,066 29% 3,591 4,196 
T-AKE Dry Cargo/Ammunition Ships 12 5,715 476 15% 999 999 
VH-71 Presidential Helicopter 28 6,750 241 -2% 1,048 835 

AIR FORCE       
Advanced Extremely High Frequency 
Satellite (AEHF) 

4 9,939 2,485 77% 405 555 

C-130J Hercules Transport Aircraft 134 12,029 90 30% 803 798 
C-17A Globemaster III Cargo Aircraft 190 62,307 328 55% 935 871 
F-22 Raptor Aircraft 184 64,540 351 5% 4,082 4,365 
National Polar-Orbiting Operational 
Environmental Satellite System 
(NPOESS) 

4 11,140 2,785 102% 290 290 

Space Based Infrared System High 
(SBIRS) 

4 11,555 2,889 200% 2,248 2,263 

DEFENSE-WIDE       
F-35 Joint Strike Fighter Aircraft 
(JSF) 

2,456 298,843 122 44% 6,728 6,809 

Joint Tactical Radio System Ground 
Mobile Radios (JTRS GMR) 

86,652 20,536 0.24 28% 835 848 

V-22 Osprey Tilt Rotor 458 54,227 118 2% 2,932 2,934 
Notes: “Total Cost” and “Per Unit Cost” figures include R&D, procurement, construction, acquisition-related O&M, 
and future anticipated costs. “Cost Growth” figures represent the inflation-adjusted percentage change in a 
program’s initial cost estimate versus the current cost estimate. FY09 figures include R&D, procurement (including 
advance where applicable), and modifications across all service branches that receive funds. Data from DOD, CRS22   
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Three Weapons Systems to Watch in 2009 
 
F-22 Raptor 
 

The Air Force officially still wants 381 F-22 Raptor aircraft, an advanced 5th 
generation tactical fighter, although recent reports suggest that Air Force officials may be 
willing to settle for only 243 aircraft.23 Bush administration defense officials expressed 
repeatedly their preference that only the planned investment schedule of 183 F-22s be 
purchased due to budgetary pressures. “The reality is we are fighting two wars, in Iraq 
and Afghanistan, and the F-22 has not performed a single mission in either theater,” 
Secretary Gates said in February 2008. Added Gates: “I think that something along the 
lines of 183 [F-22s] is a reasonable buy.”24 Deputy Secretary of Defense William Lynn 
told the Senate Armed Services Committee in January 2009 that the F-22 would “be a 
key issue for the early strategy and program-budget reviews that the department will 
conduct over the next few months.”25 
 

Based on the most recent Pentagon estimate, the F-22’s per unit cost, which 
includes both research and development (R&D) and procurement funds, is $351 million 
per plane in FY 2008 dollars. (Table 7) The final FY 2009 base budget included $3.4 
billion in procurement funding, plus an additional $1 billion in R&D and modification, to 
pay for the last production lot of 20 Raptors, which will bring the total to 183 aircraft. 
However, in its base budget appropriation Congress also included $523 million in 
advance procurement funding so that the Obama administration could keep the F-22 
production line open and purchase more aircraft if it so chooses. The FY 2009 Defense 
Authorization bill stipulated that the new administration must certify no later than March 
1 whether or not procuring more F-22s is in the national interest of the United States. 
 

In January 2009, 194 representatives and 44 senators signed letters to President 
Obama encouraging him to continue building Raptor fighters. The domestic benefits of 
F-22 production were touted in both the House and Senate versions of the letter.26 Others 
have called for cancelling the Raptor program. For instance, the Center for American 
Progress published a December 2008 report arguing that the F-22 “is nearly useless for 
irregular warfare” and, while still providing “a strong silver-bullet force,” should be 
canceled immediately to save $12 billion over the next four years.27  
 

In a letter to congressional leaders, Secretary Gates wrote that $600 million for 
four F-22s would be requested in the extra FY 2009 war supplemental.28 This potential 
inclusion of Raptor money in the supplemental, which would increase the total program 
quantity to 187 from 183 aircraft, has made Lockheed Martin bullish that a full 
production lot of F-22s will be purchased for FY 2010.29 
 
DDG-1000 Destroyer 
 

The DDG-1000 destroyer is a new class of surface combatant that is mired in 
controversy. The ship’s stated mission is to provide naval fire-support and land-attack 
capabilities, but the vessel’s large size – a displacement of 14,500 tons, far larger than the 
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Navy’s other surface combatants – make it more appropriate for open ocean warfare 
against another naval power.  
 

The Navy originally planned to acquire 16 to 24 DDG-1000s. Navy officials later 
testified to Congress in 2005 that their requirement had dropped to between eight to 12 
ships. In February 2006, the Navy's planned procurement of DDG-1000s was cut to just 
seven vessels. Then, in July 2008, , the Navy announced that it had decided to terminate 
the DDG-1000 program after only two ships, both of which already had been paid for, 
and instead buy at least eight, and maybe more, additional DDG-51 Arleigh Burke-class 
destroyers. Press reports indicate that Secretary Gates approved the Navy’s plan to cancel 
the DDG-1000.30  
 

The outcry from Congress was massive, however, particularly from the New 
England congressional delegations where the ships are built. Sensitive to this criticism, 
the Navy soon reversed itself and decided to push for a third DDG-1000, citing concerns 
about the “stability of the industrial base” and the need to “continue the development of 
advanced surface ship technologies.”31 The latter justification reinforced the view held by 
some analysts that the DDG-1000 has degenerated into a “technology demonstrator” that 
will never enter full-scale production and instead will be used to experiment with designs 
for future ship classes. 
 

Based on a leaked internal DOD estimate, the DDG-1000’s per ship cost now 
stands at $6 billion.32 But Under Secretary of Defense for Acquisition John Young, a 
fierce champion of the ship, dismissed this figure.33 Using the most recent official 
Pentagon estimate, the DDG-1000s per unit cost, which includes both R&D and 
procurement funds, is $4.1 billion per ship in FY 2008 dollars. In comparison, the DDG-
51’s per unit cost is $1 billion per ship. (Table 7) The final FY 2009 base budget, 
covering only part of the cost, provided $1.5 billion in procurement funding, plus some 
additional R&D funds, for the third DDG-1000 and instructed the Navy to finance the 
remaining cost in the FY 2010 budget. The bill also appropriated $200 million in advance 
procurement for the DDG-51 if DOD and the Obama administration decide to truncate 
the DDG-1000 acquisition program in favor of a return to DDG-51s. 
 
Future Combat Systems 
 

Future Combat Systems (FCS) is the Army’s principal modernization program, 
but its advanced technology and overlapping, interwoven development schedules make it 
a high-risk venture. It consists of a suite of 14 manned and unmanned systems interlinked 
through a sophisticated communications network. FCS is designed to replace current 
Army systems such as the M-1 Abrams battle tank and the Bradley infantry fighting 
vehicle. Pentagon plans call for FCS to achieve initial operational capability by FY 2015 
and full operational capability by FY 2017, with incremental system “spin-outs” being 
deployed along the way.34 Speculation persists that all 15 FCS-equipped brigade combat 
teams will not be in the field until 2030.35 During the campaign, President Obama 
pledged to “slow our development of Future Combat Systems.”36  
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Cost considerations are front and center in debates over FCS. Based on the most 
recent Pentagon estimate, FCS’s program cost has skyrocketed from $92 billion in 2003 
to $159 billion today, a 73 percent increase. (Table 7) This cost growth comes despite the 
fact that the Army reduced its FCS plan from a proposed suite of 18 systems to only 14 
systems. The final FY 2009 base budget provided $3.2 billion in R&D funding and $155 
million in procurement funding for FCS. 
 

Confident future cost estimates are difficult to prepare because there have been 
few demonstrations of how well FCS technologies are developing. As the Government 
Accountability Office noted in a 2008 report, “The knowledge demonstrated thus far is 
well short of a program halfway through its development schedule and its budget. This 
portends additional cost increases and delays as FCS begins what is traditionally the most 
expensive and problematic phase of development.”37 The Cost Analysis Improvement 
Group (CAIG) in the Office of the Secretary of Defense reported in 2006 that FCS will 
cost American taxpayers between $203 billion to $234 billion by the time it is completed. 
The Army rejected the CAIG estimate because it included assumptions about future work 
that are not currently built into the system’s purview. However, the Army also has said it 
would consider sacrificing requirements or altering operational concepts to keep FCS 
alive under available funding ceilings.38 
 

CAIG is scheduled to produce an updated cost estimate in 2009, which has 
become a make-or-break year for FCS with two key reviews: the System of Systems 
Preliminary Design Review and the FCS Milestone “Go or No Go” Review.39 All eight 
Manned Ground Vehicles (MGV) went through Preliminary Design Review in late 
January and, according to head FCS spokesman Paul Mehney, “permission will be 
granted to enter detailed design for all eight MGV variants in early February.”40 
 

FCS is not only controversial because of its eye-popping price tag. The program 
raises important questions about future missions for U.S. ground forces, particularly in 
light of lessons learned in Iraq and Afghanistan. Chief among these are:  

• Should DOD first clarify which service(s) have jurisdictional control over 
unmanned aerial vehicles (UAVs) before the Army develops them as part of FCS?  

• Will high-tech FCS systems prove useful in stabilization, reconstruction, and 
counterinsurgency operations where forging close relationships with locals, 
training indigenous armies, policing, and building civilian institutions and 
infrastructure are the keys to success?  

• Does the time needed to deploy an FCS-equipped brigade – which the 
Congressional Budget Office puts at 19 to 23 days whether by air or by sea – 
undermine its usefulness in combating asymmetrical threats that are here today 
and gone tomorrow?41  

• Is FCS fundable in light of competing budgetary pressures, especially the plan to 
increase the end strength size of the Army? 
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Recommendations for Action in 2009 
 
Reduce Funding for Unproven Missile Defense Programs 
 

Technical experts, budget analysts, and military strategists have debated the pros 
and cons of missile defense for decades. In the last few years, Congress has repeatedly 
reduced funding for expensive and unproven missile defense technologies aimed at 
countering future long-range threats and reallocated it toward higher priority systems 
aimed at existing short- and medium-range missiles. A key reason for congressional 
reticence has been the lackluster performance of the missile defense testing regime, 
particularly the Ground-based Midcourse Defense (GMD) system. For example, as the 
FY 2009 Defense Authorization conference report noted:  
 

We are discouraged to note that the Missile Defense Agency (MDA) Test and Targets 
program has had another disappointing year. MDA failed to conduct a single intercept 
flight test of the Ground-based Midcourse Defense (GMD) system during fiscal year 
2008…Over the last several years, MDA has not managed to conduct an average of even 
one GMD intercept flight test per year, despite the fact that Congress has authorized and 
appropriated over $200.0 million per year to conduct two flight tests each year.42 

 
In December 2008, the Missile Defense Agency (MDA) claimed that it 

successfully destroyed a “threat-representative” missile launched from Alaska with a 
GMD interceptor launched from Vandenberg Air Force Base in California.43 This test 
was touted by missile defense advocates as evidence that the system works and should be 
placed in Europe as soon as possible. There are a number of problems with this advocacy. 
First, while the target missile was supposed to include simple decoys, they failed to 
deploy properly. This failure means that the three-stage system did not have the 
opportunity to prove whether or not it can discriminate warheads from decoys. If North 
Korea or Iran one day develop nuclear-armed missiles that could reach the United States, 
they will have relatively sophisticated countermeasures – and the current GMD system 
cannot defeat them. 

 
Second, the December test featured a three-stage interceptor design already based 

in Alaska and California, but the European system is actually based on a two-stage 
interceptor design that has never been tested. A 2007 report by the Pentagon office that 
verifies the readiness of defense programs concluded that the effectiveness of the two-
stage interceptor “cannot be assumed” and that at least three flight tests are necessary to 
demonstrate that it works effectively.44 Legislation passed by Congress in FY 2008 
requires that the Secretary of Defense certify that the proposed two-stage missile defense 
interceptor to be deployed in Poland has demonstrated through “successful, operationally 
realistic flight testing, a high probability of working in an operationally effective 
manner,” before acquisition and deployment of operational interceptors can begin. With 
zero tests completed so far, the two-stage European interceptor design is nowhere near 
ready. 
 

The final FY 2009 base budget provided $10.5 billion for missile defense R&D, 
military construction, and procurement. The final appropriation rearranged funding 
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among various ballistic missile defense program elements and was $328 million less than 
the Bush administration’s request. The $10.5 billion appropriation included $618 million 
for research and development and military construction on the missile defense system in 
Europe, a $94 million reduction from the Bush administration’s request.45  
 

President Obama vowed in 2007 to “cut investments in unproven missile defense 
systems.”46 As Obama remarked during the campaign, “If we can responsibly deploy 
missile defenses that would protect us and our allies we should – but only when the 
system works.”47 Sen. Carl Levin (D-MI), chairman of the Senate Armed Services 
Committee, noted in January 2009 that he’d “love to see” cuts to the missile defense 
program.48 Rep. Ellen Tauscher (D-CA), chairman of the House Armed Services 
Subcommittee on Strategic Forces, said in February 2009 that the United States has 
“overinvested” in the experimental GMD program and should invest instead in programs 
that can defeat immediate threats facing the United States and its allies.49 

 
For FY 2010, Congress should continue its pattern of fully supporting those 

missile defense systems that demonstrate technological progress in rigorous testing 
programs and protect against realistic near-term threats. Under this criteria, Aegis 
ballistic missile defense (BMD), the Army’s Patriot Advanced Capability-3 (PAC-3), the 
Army’s Terminal High Altitude Area Defense (THAAD), and the Navy’s Standard 
Missle-3 (SM-3) pass muster. These programs protect U.S. troops in the field from 
theater ballistic missiles, a far more realistic threat than the long-range ICBMs other 
systems are designed to defeat. Aegis BMD, PAC-3, THAAD, and SM-3 should continue 
to be developed.  
 

On the other hand, the Airborne Laser, Kinetic Energy Interceptor, Space 
Tracking and Surveillance System, and Multiple Kill Vehicle all should be canceled. 
These programs are extremely experimental in nature and the resources they consume 
would be better spent on more promising technologies. As for the ever controversial 
GMD system – which is already deployed in Alaska and California – Congress should 
halt further construction and deployment, particularly in Europe, until the program proves 
that it can regularly pass realistic flight tests.  
 

A December 2008 report from the Center for American Progress estimated that by 
canceling the unproven systems mentioned above and freezing the deployment of GMD, 
DOD would save $13.15 billion over the next four years.50 This is money that could be 
put to better use elsewhere. 
 
Reduce U.S. Nuclear Weapons Stockpile 
 

The United States is approaching a key juncture in its nuclear weapons policy. As 
of January 2008, the U.S. nuclear stockpile consisted of 5,400 warheads, of which 
approximately 4,075 were operational and 1,260 were held in reserve.51 The expiration of 
the Strategic Arms Reduction Treaty (START) in December 2009, the 2009 Nuclear 
Posture Review, and the 2010 Non-Proliferation Treaty (NPT) Review Conference will 
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present a plethora of opportunities for the new administration, in conjunction with 
Congress, to chart a new course.  
 

President Obama campaigned on a pledge to “dramatically reduce the stockpiles 
of our nuclear weapons and material.”52 A December 2008 report by the Center for Arms 
Control and Non-Proliferation – which received input from 60 experts from Congress, 
think tanks, foundations, academia, and advocacy groups – recommended that the 
administration begin bilateral negotiations with Russia on “permanent, legally-binding, 
and verifiable reductions” toward a goal of 1,000 deployed and non-deployed nuclear 
weapons per side or fewer. This number of warheads was seen as adequate for a 
“minimum deterrence” strategy where the United States would continue to deter potential 
aggressors and reassure allies with its nuclear arsenal.53 
 

The Unified Security Budget task force, led by Institute for Policy Studies fellow 
Miriam Pemberton and Center for American Progress fellow and former Reagan 
administration official Lawrence Korb, projected in its 2008 report the savings that could 
be accrued from reducing the U.S. nuclear stockpile. According to the study, $14.5 
billion in savings would be generated by shifting to a force structure of 600 operational 
warheads with 400 warheads in reserve.54  

 
Steven Kosiak, now serving as Associate Director for Defense and International 

Affairs at the Office of Management and Budget, composed a similar report in 2006. 
Under Kosiak’s scenario, the United States would deploy 1,000 operational warheads 
with 50 in reserve. Based on future decisions made about the configuration of delivery 
vehicles, such as whether or not to buy a new long-range bomber, Kosiak estimated that 
spending on a 1,000 warhead force structure would be between $2 billion and $2.7 billion 
less per year over the next 30 years than it is today.55 That adds up to between $60 billion 
and $81 billion in total savings over the next three decades.  
 
Oversee U.S. Arms Sales and Weapons Shipments to Iraq 
 

The security situation in Iraq has improved markedly in the past 18 months. This 
improvement quite naturally has resulted in less attention being paid, both by 
policymakers and the American public, to developments in Iraq. While the so-called 
Status of Forces Agreement (SOFA) provides a framework that has essentially put the 
United States on “auto pilot” when it comes to troop withdrawals, there is no lack of 
issues that require ongoing American attention and congressional oversight. Foremost 
among these should be U.S. arms sales and weapons shipments to Iraq.  

 
Defense officials in Washington and Baghdad continue to focus on transforming 

the Iraqi military into a legitimate fighting force. Both the United States and Iraq seem to 
agree that bolstering the strength and effectiveness of the Iraqi Security Forces will play a 
key role in stabilizing Iraq in the wake of U.S. troop withdrawals. Recent weapons 
acquisition proposals would enlarge the Iraqi Security Forces’ purview from merely 
enforcing internal order to counterbalancing other countries in the region. The sales not 
only carry implications for the balance of power in the region, but also raise important 
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questions about oversight, accountability, and transparency in a country still riddled with 
corruption and terrorist attacks. 
 

During the final week of July 2008, DOD notified Congress about the sale of 
$10.9 billion in U.S. military equipment and support to Iraq through the Foreign Military 
Sales program. The sale included 140 M1A1 Abrams main battle tanks; 6 C-130J 
Hercules transport aircraft; 160 M1117 Guardian armored security vehicles; and 24 
helicopters with AGM-114M Hellfire missiles and launchers.56 In early September 2008, 
several news outlets reported that Iraq is interested in buying 36 F-16 fighter jets from the 
United States.57 As Erik Schechter detailed in C4ISR Journal, the United States also is in 
the process of selling Iraq six Lynx II radar units.58 With the Lynx II, Iraq will improve 
significantly its intelligence, surveillance, and reconnaissance operations. After training is 
completed for Iraqi pilots and ground crews, the Lynx II will allow Iraqi aircraft, flying 
above the range of shoulder-launched missiles, to track insurgent personnel and vehicle 
movements. Finally, Pentagon officials announced in January 2009 that the Iraqi Army 
plans to buy up to 2,000 T-72 Soviet tanks, which will be stripped down, retrofitted, and 
maintained under a contract managed by U.S. defense firms.59 
 

Assuming all the proposed deals go through, by 2011 Iraq will be militarily 
stronger than at any point since the Gulf War in 1991. This clearly has clear implications 
for regional security and the military balance of power.60 

 
With these recently proposed packages, the United States has completed 

approximately $26 billion in Foreign Military Sales agreements with Iraq since 2005. 
According to the Special Inspector General for Iraq Reconstruction’s July 2008 report, 
the United States also provided $17.9 billion in military-related aid – separate from 
Foreign Military Sales – since 2005 through the Iraq Security Forces Fund.61  

 
Providing Iraqi Security Forces with the equipment they need to achieve their 

objectives will help increase Iraqi soldiers’ confidence and effectiveness as the United 
States begins commencing troop withdrawals. Oversight of military equipment going into 
the country, however, must be bolstered. The Iraqi Ministries of Defense and Interior 
must begin assuming greater responsibility for administering the procurement process, 
which continues to be dominated by Multi-National Security Transition Command Iraq 
and private contractors. Deliveries of all types of weapons and equipment are sure to 
accelerate in the months ahead. If arms are channeled toward dangerous insurgents and 
away from Iraqi Security Forces, Iraqi soldiers will lose legitimacy in the eyes of the 
Iraqi people and the security environment in Iraq could take another perilous turn for the 
worse. If procedures cannot be reformed, the United States should not hesitate to slow or 
suspend weapons transfers until effective safeguards are put in place. 
 
Reform DOD’s Weapons Acquisition Process    
 

In a time of increasingly scarce defense dollars, it is critical to optimize each and 
every penny invested in national security. The White House, Pentagon, and Capitol Hill 
must repair the broken defense acquisition process and give American taxpayers the 
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return-on-investment they deserve. Top defense officials believe that business-as-usual is 
no longer an option. “There clearly is going to be very close scrutiny of the budget,” 
Secretary Gates said in December 2008 after it was officially announced that President 
Obama would retain his services at DOD. Added Gates: “We need to take a very hard 
look at the way we go about acquisition and procurement.”62  
 

Certain systems pop up again and again during discussions about reforming the 
way the Pentagon buys weapons. In January 2009 testimony before the Senate Armed 
Services Committee, Secretary Gates noted a handful of “big-ticket weapons systems that 
have experienced contract or program performance problems,” including the Air Force 
tanker, CSAR-X helicopter, VH-71 Presidential helicopter, Osprey, Future Combat 
Systems, Armed Reconnaissance Helicopter, Littoral Combat Ship, and Joint Strike 
Fighter.63 DOD’s acquisition crisis also is well-documented at the structural level. The 
Government Accountability Office reported in March 2008 that current programs are 
delivered 21 months late on average, five months later than in FY 2000. The total 
acquisition cost in FY 2000 of the major defense program portfolio increased from the 
initial estimate by six percent; by FY 2007, the cost growth percentage had more than 
quadrupled to 26 percent. GAO’s assessment of 72 weapons programs concluded that 
none of those reviewed – not a single one – satisfied GAO's standards for a successful, 
efficient program.64  
 

Congress has taken notice of this sorry state of affairs. In its joint explanatory 
statement on the FY 2009 Defense Appropriations bill, the House of Representatives 
lambasted DOD’s willingness to accept “lower than reasonable proposals for programs 
from contractors…as an opportunity to get major programs started because, once started, 
history has proven that major programs are rarely terminated.” By constantly accepting 
purposefully underestimated costs, the statement concluded, DOD “lengthens 
development schedules, costs the taxpayers additional dollars, and delays fielding critical 
capabilities to our Nation's Armed Forces.”65  Sen. Levin tried to attach a provision to the 
FY 2009 Defense Authorization bill creating a new Pentagon office that would generate 
independent cost estimates so that DOD does not have to rely on contractors to provide 
them, but his legislation didn’t come up for consideration due to acrimonious end-of-
session procedural wrangling.66 Levin has vowed to make acquisition reform a central 
part of the Senate Armed Services Committee’s agenda in 2009. 
 

Four principles seem logical for guiding DOD’s acquisition process at this point: 
1) Limit requirement changes made after development already has begun and insist upon 
knowledge demonstration early and often; 2) Keep experienced program managers and 
support staff in place to provide accountability and continuity; 3) Retain more DOD 
employees in program development roles so oversight isn’t entirely outsourced to 
contractors; and 4) Insist upon realistic cost estimates from industry and/or start getting 
estimates from an independent source. With these principles in mind, Congress and DOD 
should begin the long, hard slog toward improving the defense acquisitions process. It 
will be a thankless task but, in the current economic climate, it has never been more 
important for U.S. security. 
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