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INTRODUCTION

Wasteful spending at the Department of Defense (DOD) has a long and notorious history,
including the $436 hammer, the $640 toilet seat, and 15 pages of instructions on how to
bake chocolate chip cookies. The latest nightmare for taxpayers is the alternate engine
for the Joint Strike Fighter (JSF) platform.

In the past eight years, the JSF program has become the largest acquisition program
within the DOD, with a total cost estimate of $300 billion. It has also become the
lengthiest acquisition program; it is anticipated to last through 2034. The JSF has seen
cost overruns of $55 billion, and delivery dates for “initial operational capability” pushed
back from 2010-2012 to 2012-2015.

From conceptualization to procurement to use in the field, weapons systems go through
many phases of development, including meddling by Congress, that provide ample
opportunities for waste, fraud and abuse. The current debate surrounding the alternate
engine for the JSF is a classic case of unnecessary and expensive congressional
involvement in DOD procurement.

JSF PROGRAM HISTORY

The JSF program was designed to create an affordable alternative to the current fighters
in all branches of the military, which are starting to show their age in terms of wear and
tear and competitive performance. The military predicts that the JSF, known as the F-35
Lightning II, will be without rival until 2040.

In 1995, there were four participants in the bidding process for the JSF platform: Boeing,
Lockheed Martin and Northrop Grumman, all of which elected to incorporate the Pratt &
Whitney engine into their designs, and McDonnell Douglas, which chose a model
produced by General Electric (GE) and Rolls-Royce.! Before the competition for the JSF
design began in 1996, however, McDonnell Douglas abandoned its bid and joined with
Northrop Grumman. That move effectively created three bidders, all of which employed
the Pratt & Whitney engine, which was a variant of the F119 engine and would come to
be known as the F135.

According to Air Force General George Muellner, who was then the director and
program executive officer for the Joint Advanced Strike Technology Program, the
bidders were free to choose whichever engine they wanted. In an interview with
Aerospace America in September 1995, General Muellner stated, “We are going to have
a competitive flyoff, with two design families competing against each other and a
downselect by the year 2000. With regard to the engine, we told the contractors that they
were free to select any engine that was or could be available. The weapons system
contractors have all selected a variant of the F119 engine for the demonstration phase.”
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Despite this unanimous decision by the contractors, Congress added $7 million to the
fiscal year (FY) 1996 budget for the alternate GE/Rolls-Royce (F136) engine. The F136
program received its first funding request ($18 million) from the Pentagon in FY 1997.

In 2001, Lockheed Martin’s design, which included the F135 engine, won the contract for
the JSF platform. Pratt & Whitney was awarded a 10-year, $4.8 billion contract to
produce the engine.

The alternate engine program received support from the executive branch through FY
2006. In FY 2007, the DOD proposed termination of the F136 program, and did not
include funds in its budget request. When asked to address the decision by the DOD to
forgo funding for the F136, then-Secretary of Defense Donald Rumsfeld on February 16,
2006, replied, “any sole-source risk was modest and alcceptalble.”3

The alternate engine program has been the subject of several comprehensive reports
indicating that it is duplicative and unnecessary. According to an article by
CBSNews.com on July 20, 2007, the Air Force and two independent panels concluded
that the second engine is “not necessary and not affordable,” and that the alleged savings
from creating a mock competition “will never be achieved.” A May 21, 2010 story by
ABC News called the alternate engine a “$3 Billion Government Boondoggle.

In an effort to convince skeptics in Congress, the Pentagon, and the White House, on
April 27, 2010 GE/Rolls-Royce submitted a fixed-price offer for early-production
engines purchased in 2012, and a reduced price for engines in 2013 and 2014, in which it
claimed to assume all risks for cost overruns. The estimates for these years were not
disclosed. However, this proposal is deceptive. One caveat is that according to a
Pentagon study, prior to the point where the companies are able to sell engines, GE and
Rolls-Royce require $2.9 billion in taxpayer funds over six years for infrastructure and
spare parts, and to complete development.6

In addition, according to the DOD, the cost in the fixed-price offer is dependent on a
fixed configuration.” Should the configuration change, the risk is transferred to the
government, meaning taxpayers would be on the hook for any cost overruns.

INDEPENDENT ANALYSIS

A report released by the Government Accountability Office (GAO) in March 2007 found
that funding the alternate engine could be a prudent use of market forces in government
contracts. According to the report, funding the alternate engine could “in the long run,
reduce costs and bring other benefits.” However, the potential savings highlighted by the
GAO came with the following stipulation: “these results are dependent on how the
government decides to run the competition, the number of aircraft that are ultimately
purchased, and the exact ratio of engines awarded to each contractor.”

With the reduction in the number of jets scheduled to be ordered by the U.S. and its allies
(the DOD is currently planning to purchase 2,443 F-35 s,” or 535 fewer than their original
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estimate of 2,978 in 1996'°), significant questions exist regarding the benefits of funding
the alternate engine. Dr. Loren Thompson, Chief Operating Officer of the Lexington
Institute, put this succinctly in an issue brief on May 27, 2009:

So the bottom line is that the government can save billions of dollars in the
near term by killing the alternate engine, or spend the money and hope that
planets align to generate some net savings over the next 30 years. There
are other supposed benefits of competition such as greater reliability, but
on close examination these prove to be unsupported by logic or
experience. To make matters worse, congressional supporters are paying
for the extra engine by cutting aircraft from the F-35 program at a key
moment in its development."’

The Institute for Defense Analyses (IDA) released a report in the fall of 2008 that also
questioned the cost savings of the alternate engine. IDA reported that if savings were to
come from production of the alternate engine, “these savings would have to be 40 percent
of total production costs.” The report went on to say that “savings of this magnitude
would be unlikely given the 11 percent — 18 percent savings realized in the previous
engine competitions examined ... ”, referring to the competition between Pratt &
Whitney and GE for the F-15 and F-16 engines.'?

A March 2009 GAO report stated that JSF development “will cost more and take longer
than reported to the Congress last year, and DOD wants to accelerate procurement
believing that will more quickly recapitalize tactical air forces. The program office
estimates that an additional $2.4 billion is needed for cost overruns on the air system and
engine contracts and for a 1-year extension to the development schedule.”"

However, as GAO pointed out, this estimate does not include the cost of the alternate
engine that is not wanted by the Pentagon but, nevertheless, is being funded by Congress
through earmarks. With the cost of funding for the F136 included, GAO reported “an
independent joint DOD cost estimating team identified a need for as much as $7.4 billion
in additional funding for development through FY 2015 and a 3-year schedule extension.
This would increase total system development costs to $51.8 billion -- a 17 percent
increasg from the April 2008 estimate and delay completion of development to October
2016.”

PROS AND CONS

Pros

Proponents of the alternate engine assert that funding the F136 would create several
benefits: first, a market for engines would encourage both companies to create a better
engine for less money. Also, having more than one company working on F-35 engines
would be good for the defense industrial base. Finally, funding the F136 would increase
safety and reliability. This argument borrows from the cliché “don’t put all your eggs in
one basket.”
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Cons

Unfortunately, rules that apply to marketplace competition often are not relevant within
the framework of government spending. The Lexington Institute spelled out this
dilemma in Powering JSF: One Engine is Enough:

...the beneficial effects of competition depend upon a free and open
market. In economic theory, a situation of “perfect competition” is said to
prevail when there are many buyers and sellers of a product, the product is
identical from one supplier to the next, sellers have minimal control over
pricing, buyers have complete knowledge about the product they are
purchasing, and there are no barriers to any party entering or exiting the
market. Unfortunately, none of these conditions exist in a market for
military goods."

According to a March 22, 2007 GAO report, the DOD eliminated funding for the
alternate engine prior to the FY 2007 budget submission, claiming that “no net cost
benefits or savings are to be expected from competition,” and “low operational risk exists
for the warfighter under a sole-source engine supplier straltegy.”16 In fact, competition
between two rival companies trying to develop two separate engines will cost the
government immensely. The government is paying to develop, produce, and supply both
engines. To maintain competition between both companies, DOD will need to
underwrite two teams of engineers, as well as duplicate sets of tooling, parts, assembly
sites, repair facilities, supply chains, management systems, workforces, and every other
cost of production.

This duplication should not result from a truly competitive process. In an Atlanta
Journal-Constitution op-ed on May 3, 2010, Rep. Lynn Westmoreland (R-Ga.) expressed
his support for competition, but asserted that it “...doesn’t mean buying two of
everythirllg. Plus, no military aircraft developed in the last 30 years has used an alternate
engine.”

Pentagon officials have stated the following regarding the cost of the alternate engine
program:

e “We do believe that the full-up costs for us are about $2.9 billion. This
department has a long and unhappy experience with overly optimistic contractor
estimates. The proposal does provide a fixed price, but not for the engine we
need. The proposed engine is based on the design they currently have on the test
stand, which we are deeply concerned may not meet the performance needs of the
Joint Strike Fighter. Any cost to take the design to required JSF performance
levels would presumably be paid by taxpayers. The current engine -- their current
engine, the alternate engine proposal, the engine is far less mature than the JSF
engine. The proposed engine is still in development, has about 200 hours of
testing compared to 13,000 for the F-135.”
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— Secretary of Defense Robert Gates, press conference at the Pentagon, May 20,
2010'®

“Pursuing an extra engine is an unnecessary luxury we simply cannot afford,
especially in our current fiscal condition. Any savings that might result from an
engine competition are years away, purely hypothetical and likely modest at
best.”

—Pentagon Press Secretary Geoff Morrell, email to Reuters as reported on May
19,2010"

“Study on top of study has shown that an extra fighter engine achieves marginal
potential savings but heavy upfront costs -- nearly $3 billion worth.”

—Secretary of Defense Robert Gates, address at the Eisenhower Presidential
Library, May 8, 2010%°

“One of the members of Congress, I’'m told, said, well, why is $3 billion for the
alternative engine such a big deal when we've got a trillion-dollar deficit? I
would submit that's one of the reasons we have a trillion-dollar deficit, is that kind
of thinking. Three billion dollars is a lot of money in the Defense budget, and
particularly in these times. And so we're not just going to roll over to preserve
programs that we think we don't need, regardless of where the pressure is coming
from.”

—Secretary of Defense Robert Gates, speaking with the media en route to Kansas
City, Missouri, May 7, 20107

“There is not a good analytical case that the upfront costs of the second engine
would be paid back.”

—Undersecretary of Defense for Acquisition Ashton Carter, address to Sea-Air-
Space Symposium, May 4, 2010%

“We feel strongly there is not a need for the second engine. Every dollar
additional to the budget that we have to put into the F-35 is a dollar taken from
something else that the troops may need.”

—Secretary of Defense Robert Gates, speaking with the media while touring the F-
35 assembly plant in Fort Worth, Texas, August 31, 2009

Second, maintaining the alternate engine program will not improve the industrial base,
while the competition that Congress is trying to create is likely to do more harm than
good. Dr. Loren Thompson wrote in a February 24, 2009 United Press International
article that having two engines will drive prices up.”* The government will have to make
sure both companies stay in business every year in order to ensure competition for annual
contracts; a hefty bill for taxpayers. Divided funding means GE and Pratt & Whitney
will earn less profit each year. The two firms will eventually focus on maximizing their
share of the profit instead of attempting to outcompete the competition through quality
and affordability. Thompson pointed out, “At that point, the government will have lost
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both the competitive dynamic and economies of scale. This sounds more likely to
weaken the industrial base than strengthen it.”*

While GE is certainly fighting for the alternate engine as if its livelihood depends on it,
the company is doing well regardless of funding for the F136. As GE Aviation President
and CEO Scott Donnelly candidly admitted during a Senate Armed Services Committee
hearing on March 15, 2006, “This issue of industrial base is a very good question and I
don’t think anybody’s ever said that GE’s going to shut up shop and go home if they’re
not part of this contract.”*® Sen. Joe Lieberman (I-Conn.) furthered this argument during
a Senate Airland Subcommittee hearing on June 9, 2009, stating, “on the record, GE has
the largest share of the engine market. Now, I know that can change over time but my
own conclusion about the industrial base in this case is that these are three strong
companies.”2

Regardless of the impact on GE, maintaining the industrial base is not an excuse to waste
money. Retired Air Force General John Michael Loh wrote in a June 22, 2009, Fort
Worth Star-Telegram op-ed, “It is poor acquisition policy to guarantee production to a
manufacturer just to maintain an industrial base,” and “Industrial base considerations also
are overblown. General Electric, the alternate engine contractor and the largest U.S.
producer of military engines, has substantial military and commercial engine programs
for 15 years and beyond.”*®

The third argument is that the alternate engine will make the JSF program safer and
easier to maintain. Questions of safety can be put to rest based on the testimony of many
leading experts in the field. High-ranking military officials and expert defense analysts
have championed the F135 as a reliable and safe single-source engine, including the
following:

e “There is no need for a hedge against failure of the primary engine because most
military planes are developed with only one engine supplier and fleets are almost
never grounded due to engine problems (for instance, GE built all the engines for
the Navy's Hornets and Super Hornets). Third, the GE engine is a more likely
candidate for failure than the Pratt engine, since it has had multiple testing failures
leading to a redesign whereas the Pratt engine is performing very well.”

—Dr. Loren Thompson, “Bottom Line on Alternate Engine: A Waste of Money,”
States News Service, March 8, 20107

® “The current engine in the F-35 is in production and exceeding
expectations. It has a strong pedigree as a variant of the F-22 engine.
That engine, the Pratt & Whitney F119, has been one of the most
successful engine development and production programs in history. It is
three times safer and more reliable than its predecessor, the F100 engine.
There is no reason to expect a catastrophic failure that would necessitate
an alternate engine.”
— Retired Air Force General John Michael Loh, Fort Worth Star-
Telegram, June 22, 2009
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e “Our belief is the risks associated with a single source engine supplier are
manageable due to improvements in engine technology and do not
outweigh the investment required to fund a competitive alternate engine.”
— Statement of Daniel J. Darnell, Deputy Chief of Staff, U.S. Air Force, to
the House Air and Land Forces Subcommittee, May 20, 2009%!

o  “We feel very comfortable with the F119 core engine, that is the F135. 1
think it has in excess of 50,000 flight hours, high reliability and
performing very well.”

— Statement of William Balderson, Deputy Assistant Secretary of Defense,
to the Senate Airland Subcommittee, April 26, 200732

The money used to pay for the alternate engine is being taken from F-35 production. The
House cut two F-35 jets from its version of the FY 2010 defense appropriations bill in
order to fund the F136 and the sacrifices do not stop there.>> By the time the alternate
engine is completed, it will have cost $7.2 billion,** enough money to buy 53 F-35 jets.35

Sen. Lieberman articulated this point in a statement on the Senate floor on July 23, 2009:
“Not only do we not need it, the Air Force testified before our committee that if we spend
this money on a second engine, we are going to get, by General Shackelford’s testimony
to us, 53 fewer Joint Strike Fighters in the next 5 years. We will not be able to afford
them. That is a serious consequence.”36

The cost of irresponsible spending was clearly stated by Chief of Naval Operations
Admiral Gary Roughead, who put himself “solidly in the one-engine camp” simply
because aircraft carriers cannot afford to carry two sets of engine palrts.37 “Space is at a
premium,” he noted in CQ Politics on June 30, 2009, alluding to the fact that even if the
F136 wa;g completed and proven to be reliable, it would take up valuable space on the
carriers.

The alternate engine has faced its share of problems in the past year. In October, 2009, a
nut came loose during testing of the F136, causing damage to turbine blades. Then, in
November, 2009, GE/Rolls-Royce announced that deliveries of the alternate engine
would be delayed by one year.

Finally, the DOD has warned that a reduction in orders for the JSF in FY 2011 would
result in an overall increase in cost and risks.”> The DOD also asserted that U.S. relations
with international partners involved in the JSF program would be negatively affected by a
reduction in orders, as other countries might be forced to delay or opt out of purchasing
agreements because of increased costs.*

LEGISLATIVE ACTION

Funding for the alternate engine has been a political hot potato since its inception.
Recently, members of Congress and the administration have lined up on either side of the
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issue. Some members of Congress have asserted their opposition to the alternate engine.
Sen. John McCain (R-Ariz.) stated on July, 23, 2009, “I hope the great engine war is
over. I know of no data or analysis that supports that taxpayers will see any net savings
from subjecting the engine for the JSF to any further competition.”!

Another critic of the alternate engine, Sen. Lieberman, has urged his congressional
colleagues to “stop wasting taxpayer dollars on this project and to instead invest in those
programs that do keep us safe.”** Sen. Lieberman also noted the unnecessary redundancy
of the alternate engine: “Developing a second engine, quite logically and following
common sense, would require the Department of Defense to maintain two logistics
operations to support it--tails, as it is called in the military, two tails, two sets of training
manuals, two sets of tooling component improvement parts. These additional and
unnecessary expenses would raise operations and sustainment costs for the Joint Strike
Fighter throughout the life cycle of the program.”*

Regardless of opposing arguments, expert testimonies, threats of a presidential veto, and
the Pentagon’s repeated refusal to request funding for the F136 in its budget, Congress
has found ways to subsidize this wasteful project. The alternate engine received $1.2
billion in earmarks from FY 2004 through FY 2010, including $465 million added
anonymously in FY 2009 and FY 2010.*

On July 23, 2009, the Senate voted 59-38 to eliminate funding for the alternate engine
from its version of the National Defense Authorization Act for FY 2010. The House,
however, included an anonymous earmark worth $603 million for the alternate engine in
its version of the bill. The House also included an anonymous earmark worth $560
million for the alternate engine in its version of the 2010 Department of Defense
Appropriations Act; here again, the Senate did not fund the F136. The final version of
the Defense Authorization bill contained $560 million for the alternate engine, while the
Defense Appropriations bill contained $465 million.

On May 7, 2009, President Obama highlighted the alternate engine as an example of
government waste. The President stated, ““...we’re going to save money by eliminating
unnecessary defense programs that do nothing to keep us safe, but rather prevent us from
spending money on what does keep us safe. One example is a $465 million program to
build an alternate engine for the Joint Strike Fighter. The Defense Department is already
pleased with the engine it has. The engine it has works. The Pentagon does not want and
does not plan to use the alternative version. That’s why the Pentagon stopped requesting
this funding two years ago. Yet it’s still being funded.” In June, 2009 President Obama
declared his intent to veto any legislation that contains funding for the alternate engine.46

The biggest key to understanding why some members of Congress are so adamant about
funding the alternate engine program is a letter written on April 23, 2009, to President
Obama by Rep. Steve Driehaus (D-Ohio) and cosigned by 24 members of the House.

All but four of the signatories come from the states of Indiana and Ohio.*” This is not a
coincidence, given that GE plants are designing, building, and testing the F136 largely in
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these states. This is a prime example of pork-barrel legislation — sending federal dollars
back home to win votes.

The motives of the four non-Ohio and Indiana representatives can be similarly explained.
Reps. Steven Rothman (D-N.J.) and Joe Wilson (R-S.C.) cannot be called out on
pandering to constituents, but both have received thousands of dollars from the PACs of
General Electric*® and Rolls-Royce,*” while Rep. Geoff Davis (R-Ky.) has received
money from the General Electric PAC, and Rep. Bobby Scott (D-Va.) has received
donations from the Rolls-Royce PAC. Although Rep. Neil Abercrombie (D-Hawaii) did
not attach his name to this letter, he also supports the alternate engine program and has
received money from the Rolls-Royce PAC.™

The fight over funding for the alternate engine recently began anew. On May 14, 2010,
the House Air and Land Forces and Seapower Armed Services subcommittees approved
$485 million for the F136. As it currently stands, H.R. 5136, the National Defense
Authorization Act for FY 2011 contains funding for this amount. However, an
amendment to strip funding for the alternate engine is expected to be offered.

In a press conference on May 20, 2010, Defense Secretary Gates stated that if a bill
containing funding for the alternate engine should reach President Obama’s desk: “I will
strongly recommend that the president veto such legislation.”' Gates also said, “Let me
be clear. Ibelieve the defense budget process should no longer be characterized by
business as usual within this building or outside of it A May 24 Washington Post
story noted that, “White House officials told House Democratic leadership aides that the
threat from Gates was serious and urged them to omit the project from the bill.”>®

CONCLUSION

Funding the alternate engine has become a prime example of members of Congress
placing their own priorities above the nation’s security and an efficiently-run
government. The alternate engine program is a waste of time, energy, and money, which
could be used to strengthen the military. Until funding is cut from Congress’ pork-fueled
alternate engine, the program will continue to be a burden on taxpayers and the military.

President Obama,5 4 top military officials, former President George W. Bush,5 > the Office
of Management and Budget,56 and independent alnallysts57 all agree that this project
should be eliminated. Congress’ insistence on financing the project through unwanted
earmarks comes more from self-interest than concern over national security.

The United States faces many enemies at home and abroad. Funding unwanted defense

projects undermines the nation’s ability to defend both fiscal and physical interests. The
decision to fund or eliminate the alternate engine is a key test of Congress’s willingness

to cut wasteful spending.
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