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magine that the Ford Motor Company spent
KEY TAKEAWAYS
almost as much on research and development

as it does on building cars. That would not be a
The Defense Department is spending $34

billion more on research and development
and $18 billion more to procure new air-
craft and ships than it was two years ago.

workable model: Showroom floors would stand half
empty, shareholders would lose money, Americans
would not be able to buy cars, the company would go
out of business, and competitors would quickly take
up its market share. People would find it preposterous

Given the possibility of major conflict in that Ford was investing more in paying the salaries of
the Indo-Pacific this decade, policymakers scientists to develop a car that could not be sold for
should not prioritize technology that will another decade than it was in building the F-150s and

not be available until the 2030s. Mustangs of today. For reference, Ford spent $7.8 bil-

lionin 2022 on research and development' compared

- L,
i 252, (e s sl i e okt to $90 billion to procure parts for production.

to fund the defense articles needed to In fiscal year (FY) 2023, the U.S. Department of
deter China in the Indo-Pacific should look Defense (DOD) was authorized to spend $140 billion
for money in the RDT&E accounts. for research, development, testing, and evaluation
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CHART 1

Department of Defense Outlays

OUTLAYS IN BILLIONS OF CURRENT DOLLARS RATIO OF PROCUREMENT OUTLAYS TO RDT&E OUTLAYS
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SOURCE: Table 6-11, “Department of Defense Outlays by Public Law Title,” in U.S. Department of Defense, Ofce of the Under Secretary of Defense
(Comptroller), National Defense Budget Estimates for FY 2024, May 2023, pp. 162-169, https;//comptroller.defense.gov/Portals/45/Documents/defbudget/
FY2024/FY24_Green_Book.pdf (accessed December 14, 2023).

BG3804 ® heritage.org

(RDT&E) and $167 billion for procurement, making RDT&E equal to about
84 percent of procurement. From FY 2022 to FY 2023, RDT&E combined
budget authority increased by $21 billion, and procurement spending
increased by about $13.5 billion. From FY 2021 to FY 2022, spending on
RDT&E increased by $13 billion, and spending on procurement increased
by $4.7 billion.

In other words, the U.S. Department of Defense is spending $34 billion
more on research and development than it was two years ago and has
increased spending on the procurement of new aircraft and ships only by
about $18 billion. It would seem that congressional appropriators have
decided that in the 2020s, research and development of future systems
to be used in the 2030s is about twice as important as buying F-35s and
Virginia-class submarines that can be used this decade. This prioritization
of RDT&E might have been a reasonable position in the 1990s, but Washing-
ton in 2023 is expecting a major conflict sometime this decade, with many
predicting a confrontation with China over Taiwan before 2027. If that is
the case, why is the government not prioritizing spending on systems that
the U.S. military might need in the next couple of years?
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The disparity is much larger within the individual departments. In 2017,
the Department of the Air Force (DAF) began to enjoy real budget growth
that was not associated with a contingency for the first time in more than 26
years.? From FY 2017 to FY 2023, the DAF’s budget increased by 54 percent,
giving the service the opportunity to increase procurement to acquire the
number of weapons systems required to compete with a rising China.* Baf-
flingly, it chose instead to devote the vast majority of that increased funding
to RDT&E, which grew from $19.6 billion to $50.5 billion while funding
for procurement grew from $22.4 billion to $34.1 billion—a comparatively
slight increase. Before 2017, the Air Force’s budget for RDT&E had never
exceeded its budget for procurement, but it has done so every year since
then, and in FY 2023, funding for RDT&E ($50.5 billion) exceeded funding
for procurement by $16.4 billion.

The other services have similar problems. The Army, for example, has
not fielded a major new combat system since the 1970s despite having a
substantial RDT&E budget of its own.®

With the prospect of conflict in the Indo-Pacific so close at hand,
and with the U.S. being pulled in multiple directions, RDT&E projects
need to be as concentrated on direct military capability as possible.
The last time America faced such a threat was at the height of the Cold
War, and the U.S. military was rightly focused on building capacity
with the most modern, fieldable technology it could find. From FY
1980-FY 1990, the DOD budget for procurement more than doubled
the budget for RDT&E with procurement peaking at $213 billion in
FY 1985 (in constant FY 2024 dollars).” In that year, 34 percent of the
defense budget was allocated to procurement; by 2017, procurement
had fallen substantially to 20 percent.® The U.S. military neglected pro-
curement throughout the wars in Iraq and Afghanistan, and operations
and maintenance (O&M) costs skyrocketed as the military was forced
to maintain steadily aging systems.

In FY 2023, the Defense Department’s budget of $140 billion for RDT&E’
is not even related entirely to defense. Those who complain about bloated
defense budgets should take note that lawmakers enjoy forcing the DOD to
spend money on science projects in their home districts that are conducted
by post-doctoral students at large universities and have either only a tenu-
ous connection or no connection at all to the defense priorities outlined by
the National Defense Strategy. Lawmakers know that the annual National
Defense Authorization Act (NDAA) is the one law that is essentially guaran-
teed to pass every year, and some do their best to sneak in money for home
districts and states or even for donors.
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Ford Motor Company is beholden to its shareholders and much too smart
to engage in this kind of wasteful spending. Unfortunately for both the
American taxpayer and the American soldier, the Department of Defense
is not prioritizing its spending to support the current national defense
strategy. Some of the blame rests with the Pentagon itself, but much of it
rests with Congress.

The Strategic Context

In the 2030s, it may be too late to address this problem effectively. The
military competition with China is a matter of far greater urgency than
many in Washington believe. Numerous senior military officials have com-
mented on the near-term threat that China poses as it works to complete
its military modernization by 2027 in time for the 100th anniversary of the
People’s Liberation Army (PLA). For example:

e Admiral Philip Davidson commented on this acceleration by the
Chinese in his testimony before the Senate Armed Services Com-
mittee in 2021. He argued that China was accelerating its military
development with a view to becoming a “world-class” military
ahead of the 2035 goal originally set by Beijing through heavy
investment in forces supporting China’s anti-access/area denial
(A2/AD) capabilities, the People’s Liberation Army Navy (PLAN),
and the People’s Liberation Army Air Force (PLAAF). He cited the
advanced warships and fifth-generation fighters China is building
as examples of its growing capability and warned that China could
invade Taiwan by 2027.1°

e Earlier this year, Air Force General Mike Minihan asserted that the
U.S. and China could be at war as early as 2025: “I hope I am wrong.
My gut tells me we will be at war in 2025.”" While not necessarily
predicting it will happen, General Minihan stressed the growth in
Chinese capabilities and the fact that U.S. forces are not ready to
fight the type of war necessary for a conflict with China in the Pacific.
His prediction was meant to be a call to arms to U.S. forces to step
up training and preparation, take more risk in training, and take the
threat seriously.

Not only has China overtaken the U.S. numerically in such categories as
the number of warships in each navy, but the ships China is building are
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increasingly advanced, degrading the American technological advantage.
Beijing’s shipbuilding investment has raised China’s fleet to around 355

ships, and that number is expected to grow to about 420 by 2025. China’s

ships are also more capable than the earlier versions launched by the PLAN.
For comparison, the total U.S. fleet is approximately 290 ships, about 60 of
which are deployed to the Indo-Pacific at any given time given that, unlike

China, America is also an Atlantic power and must deploy assets in that

ocean as well. China has a numerical advantage and as it closes the tech-
nology gap will become increasingly dangerous. When its gains in nuclear,
air, and A2/AD capabilities are factored in, China represents a formidable

threat to the U.S.

It is not possible to know exactly how much China spends on its own
RDT&E, because the Chinese government claims that Chinese military
spending is subsumed within their published equipment budget. Given the
rate of China’s military growth over the past several decades, this is almost
certainly not true, and China is likely conducting significant RDT&E off
the books.> Moreover, China engages in intellectual property theft against
the United States and other nations and conducts a significant amount of
RDT&E using ostensibly civilian organizations.'

As Heritage points out in the 2024 Index of U.S. Military Strength, the
U.S. military “is at significant risk of not being able to meet the demands of
a single major regional conflict” because of capacity, modernization, and
readiness challenges across the services." The Navy does not have nearly
enough ships to coverits global demands, let alone adequately cover China
in the Pacific where it would face the entirety of its fleet, and the U.S’s supply
of precision munitions is woefully short of what it would need to fight a
peer competitor. This creates a scenario in which China has robust military
capabilities coupled potentially with the intent to use them, and the U.S.
currently lacks the credible hard power to deter China effectively in the
short term.

One of America’s most important allies in the region certainly thinks
immediate procurement is necessary. The Japanese have built their current
defense spending around the presumption that a major conflict is possible
sometime before 2027 and have therefore de-emphasized RDT&E in the
short term, instead focusing their defense spending on optimizing Japan’s
current authorized strength; obtaining the equipment and munitions (espe-
cially air and missile defense and standoff missiles) that would be needed to
fight awar in 2027; and making procurement more cost-efficient to enable
more of it in the short term.'
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Spending Priorities

If any Members of Congress were to propose a large cut in RDT&E with
an accompanying increase in procurement, the predictable opposition argu-
ment would be that the RDT&E budget is how the United States keeps its
advantage over the rest of the world by developing cutting-edge military
technology. But this argument presupposes (1) that every dollar of the
RDT&E budget is being spent wisely and (2) that procurement of current
systems is not a higher priority.

There are large amounts of non-defense spending within defense
RDT&E. Some of it might be useful if it were being done by a more suitable
government agency, and some of it should be cut from the federal budget
entirely. Either way, the DOD should not be tasked with conducting
non-defense missions. The goal of the Department of Defense is to build
and maintain a military that is capable of defending the American people,
and when it is tasked with non-defense lines of effort, it is distracted from
this mission. The following are examples of this questionable non-defense
spending.

e The DOD is spending almost $1 billion annually on medical research.
Some of this money supports research on diseases that are relevant
to the DOD, but much of it funds research that has no connection to
national defense whatsoever and should be conducted by the National
Institutes of Health (NIH).!°

¢ One of lawmakers’ favorite additions is funding for Centers of Excel-
lence (sometimes co-located with major universities in their home
states) that were not requested by the Department of Defense itself
and often have only the most tenuous connection to defense research.”

e Conservative lawmakers should be distressed to learn that thereisa
Defense Equal Opportunity Management Institute.'

e Thereis also a huge amount of generic science, technology, engi-
neering, and mathematics (STEM) support going to universities (a
function better served by the private sector), as well as large lines of
funding designated for certain schools for political reasons.”

Some self-defined defense hawks might argue that the DOD could afford
to spend all the money it is currently spending on RDT&E while increasing
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procurement. Given the recent fights over the defense topline and the urgent
need for budget cuts across the board, however, it is very unlikely that there will
be a dramatic increase in the defense budget topline next year. Even if there
were, no politically feasible topline increase would contain enough money for
the procurement of the weapons systems and munitions necessary to deter
Chinain the Indo-Pacificin the short term. Therefore, a large amount of the
necessary procurement funding must come from elsewhere in the existing
defense budget. More important, given the current fiscal condition of the
United States, it is always right to spend federal resources as wisely as possible.

If the United States does fight a war with China in the 2020s, or even in
the 2030s, that war will be fought with largely the same technology that
exists now. Policymakers need to move now to acquire those weapons sys-
tems in large quantities.

This paper does not argue that no RDT&E spending is important: To
the contrary, legitimate RDT&E must be continued on the sixth-genera-
tion Next Generation Air Dominance (NGAD) platform; the Virginia-class
replacement (the SSN(X)); the yet to be fielded B-21; the DDG(X) destroyer;
the FFG(X) frigate; and other classified programs that further the combat
systems that can be fielded in the near term. But these programs and other
major defense initiatives do not seem to form the bulk of RDT&E spend-
ing. NGAD, for example, is one of the RDT&E programs most cited by the
Administration and the DOD as a critical program of the future that will rev-
olutionize air war.?° For FY 2024, the Air Force requested only $2.3 billion
for NGAD research, and the Navy requested only $1.5 billion.* Even when
one considers the likely masked (classified) funding and the smaller line
items that are related to NGAD, the annual funding for this sixth-generation
fighter is a small percentage of FY 2024’s $140 billion RDT&E budget.

We assess that the DOD should retain more than $100 billion for research
and development. That is more than enough for the major platforms and capa-
bilities under development now, to include the Next Generation Air Dominance
Fighter, the next-generation bomber (B-21), the Virginia-class replacement,
and a number of other critical programs. Moreover, the most advanced of
these developmental programs will not deliver combat platforms in number
until the late 2020s, and most will not come of age until the mid-2030s. We
need more destroyers, more fighters, and more munitions far sooner than that.

Congressional Additions

Members of Congress love to blame the Pentagon for wasteful spend-
ing and mismanagement while ignoring the fact that many of the worst
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examples in the defense budget are in fact congressionally directed lines
of effort that were not requested by the Department of Defense.

The process for building the annual budget for the Defense Department,
known as Planning, Procurement, Budgeting, and Execution (PPBE), is
driven by the operational requirements of the services. However, the legal
authority to spend that money is written into the NDAA, and the congres-
sional process that builds that document is equally involved and heavily
influenced by politics. In some cases, politicians will authorize spending not
requested by the Office of the Secretary of Defense that will enhance mili-
tary capabilities such as additional fighter aircraft or munitions. More often
than not, however, politicians will add lines that serve their constituents ora
pet political agenda that will have no positive impact on military capabilities.
Examples of those wasteful RDT&E authorizations run the gamut from the
previously mentioned university STEM programs to developing sustainable
(but cost-prohibitive) fuels that further environmental agendas. Removing
those authorizations and replacing them, dollar for dollar, with additional
authorizations for procurement and readiness would significantly bolster
military readiness without adding additional deficit spending.

Recommendations
With the foregoing facts in mind, Congress should:

¢ Reduce RDT&E authorizations/spending by $40 billion over
a period of no more than three years. RDT&E funding should be
reduced by $20 billion in FY 2025, $10 billion in FY 2026, and an addi-
tional $10 billion in FY 2027. With the exception of NGAD, RDT&E
funding should be continued only for programs beyond technical
readiness level six (TRL-6) and programs that can begin operational
fielding by 2028. Funding reductions should be prioritized so that
promising technologies that do not make both readiness and timing
thresholds can shift methodically to a caretaker status.

o Shift funding saved through RDT&E reductions to procurement
and O&M (readiness/combat employment training). The funding
should be increased/applied at a ratio of 80 percent and 20 percent,
respectively.

¢ Direct the service chiefs to build their respective RDT&E bud-
gets to comply with this guidance and to identify and annually
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report every dollar that is being spent on initiatives that do

not further military capabilities in an unclassified, publicly
releasable report to Congress. This includes but is not limited to
university STEM research initiatives; research on environmental and
global warming issues; and research on race, gender, or other social
engineering issues.

¢ Adopt a presumption of denial for funding of RDT&E projects
past a certain date. Specifically, RDT&E projects should have to
apply for a continuation of funding if they are unable to move past
the research phase within three years. Long-term projects such as
NGAD would of course receive approval to continue past this date, but
smaller RDT&E projects would be placed under more intense scrutiny.
This would enable program managers to pick out initiatives that are
not moving quickly enough toward development, that were unlikely
to produce a concrete result at all, or that were costing too much and
draining resources from more immediate priorities.

Conclusion

The Department of Defense needs to move immediately to build
war-fighting capacity, capability, and readiness that deters China’s
increasingly aggressive military activities and, should that deterrence
fail, defeat them in a war that takes place within the next five years. That
move must begin immediately, and the most fiscally executable strategy
to fund that effort is to shift RDT&E funding to defense procurement and
readiness accounts that will field a fighting force that once again strikes
fear in the heart of our enemies.

Wilson Beaver is Senior Policy Analyst for Defense Budgeting in the Douglas and

Sarah Allison Center for National Security at The Heritage Foundation. Robert Peters

is Research Fellow for Nuclear Deterrence and Missile Defense in Allison Center. John
Venable is Senior Research Fellow for Defense Policy in the Allison Center. James Di Pane
is a former Policy Analyst for Defense Policy in the Allison Center.



BACKGROUNDER | No. 3804 JANUARY 10, 2024 | 10
heritage.org

Endnotes

1. Statista, “Ford’s Engineering, Research, and Development Expenditures from FY 2013 to FY 2022,” 2023, https://www.statista.com/statistics/260867
/fords-research-development-expenditures/ (accessed December 14, 2023).

2. Byron Pope, “Ford Advances Global Purchasing Strategy,” WardsAuto, July 1, 2008, https://www.wardsauto.com/news-analysis/ford-advances-global

-purchasing-strategy (accessed December 14, 2023).

3. Upuntil FY 2021, the “Air Force” budget included procurement, RDT&E, Personnel, and O&M for all space assets and personnel in the Department of
the Air Force (DAF) portfolio. In order to compare the budgets year over year, this paper uses DAF budget numbers for each of the subcategories.
Additionally, the FY 2021 DAF budget published in the Green Book includes more than $38 billion in “non-Blue” or “pass-through” funding that the Air
force will never be able to use or control because it is designated for “other” agencies. The practice began in earnest following 9/11 and has artificially
inflated the service’s topline for the years since then. This paper has removed pass-through funding from all calculations and comparisons.

4. US. Air Force, “The Air Force We Need: 386 Operational Squadrons,” September 17, 2018, https://www.af.mil/News/Article-Display/Article/1635070
/the-air-force-we-need-386-operational-squadrons/ (accessed December 14, 2023).

5. Extracted from U.S. Air Force budget summaries for the years 2017 through 2023. For example: Table 1, “Air Force Budget Highlights Summary,” in
U.S. Department of the Air Force, United States Air Force Fiscal Year 2018 Budget Overview, May 2017, p. 15, http://www.saffm.hg.af.mil/LinkClick.as
pxfileticket=m3vZ0OmfR368%3d&portalid=84 (accessed December 14, 2023), and Table 1, “Department of the Air Force Budget Summary,” in U.S.
Department of the Air Force, Department of the Air Force FY 2021 Budget Overview, p. 2, https://www.saffm.ha.af.mil/Portals/84/documents/FY21
/SUPPORT_/FY21%20Budget%200verview 1.pdf?ver=2020-02-10-152806-743 (accessed December 14, 2023).

6. Gabe Camarillo, Under Secretary of the Army, “Army Fiscal Year Budget Overview, 2024,” PowerPoint presentation, https://www./asafm.army.mil
/Portals/72/Documents/BudgetMaterial/2024/pbr/Army%20FY%202024%20Budget%200verview%20Briefing.pdf (accessed December 14, 2023).

7. Table 6-1, “Department of Defense TOA by Public Law Title,” in U.S. Department of Defense, Office of the Under Secretary of Defense (Comptroller),
National Defense Budget Estimates for FY 2024, May 2023, pp. 83-84, https://comptroller.defense.gov/Portals/45/Documents/defbudget/FY2024
JFY24_Green_Book.pdf (accessed December 14, 2023).

8. Katherine Blakely, “Defense Spending in Historical Context: A New Reagan-esque Buildup?” Center for Strategic and Budgetary Assessments,
November 8, 2017, https:csbaonline.org/reports/defense-spending-in-historical-context (accessed December 14, 2023).

9.  Table 6-1, “Department of Defense TOA by Public Law Title,” in U.S. Department of Defense, Office of the Under Secretary of Defense (Comptroller),
National Defense Budget Estimates for FY 2024, p. 81.

10.  Mallory Shelbourne, “Davidson: China Could Try to Take Control of Taiwan in Next Six Years,” USNI News, March 9, 2021, https://news.usni.org/2021/03
/09/davidson-china-could-try-to-take-control-of-taiwan-in-next-six-years (accessed December 14, 2023).

11.  Courtney Kube and Mosheh Gains, “Air Force General Predicts War with China in 2025, Tells Officers to Prep by Firing ‘a Clip” at a Target, and ‘Aim for the Head,” NBC News,
January 27, 2023, https;//www.nbcnews.com/politics/national-security/us-air-force-general-predicts-war-china-2025-memo-rcnab7967 (accessed December 14, 2023).

12.  Peter Robertson and Wilson Beaver, “China’s Defense Budget Is Much Bigger Than It Looks,” Foreign Policy, September 19, 2023, https://foreignpolicy
.com/2023/09/19/china-defense-budget-military-weapons-purchasing-power/ (accessed December 14, 2023).

13, Frederico Bartels, “China’s Defense Budget in Context: How Under-Reporting and Differing Standards and Economics Distort the Picture,” Heritage
Foundation Special Report No. 225, March 25, 2020, https://www.heritage.org/sites/default/files/2020-03/SR225.pdf.

14.  Dakota L. Wood, ed., 2023 Index of U.S. Military Strength (Washington: The Heritage Foundation, 2023), pp. 21 and 536, https://www.heritage.org
/sites/default/files/2022-10/2023_IndexOfUSMilitaryStrength.pdf.

15.  Japanese Ministry of Defense, Defense Buildup Program, December 16, 2022, https://www.mod.go.jp/j/policy/agenda/quideline/plan/pdf/program

_en.pdf (accessed December 14, 2023).

16.  Thomas Spoehr and Wilson Beaver, “Defense Dollars Saved Through Reforms Can Boost the Military’s Lethality and Capacity,” Heritage Foundation
Backgrounder No. 3770, May 26, 2023, https://www.heritage.org/sites/default/files/2023-05/BG3770_0.pdf.

17.  Association of Defense Communities, “DOD Establishes Four Centers of Excellence at Universities,” October 18, 2023, https://defensecommunities.org
/2023/10/dod-establishes-four-centers-of-excellence-at-universities/ (accessed December 14, 2023).

18.  See US. Department of Defense, Defense Equal Opportunity Management Institute website, https://www.defenseculture.mil (accessed December 14, 2023).

19.  Association of Defense Communities, “DOD Establishes Four Centers of Excellence at Universities.”

20.  See, for example, U.S. Department of Defense, Office of the Under Secretary of Defense (Comptroller)/Chief Financial Officer, United States
Department of Defense Fiscal Year 2024 Budget Request: Defense Budget Overview, March 2023, pp. 6-27, 6-28, and 6-29, https://comptroller
.defense.gov/Portals/45/Documents/defbudget/FY2024/FY2024_Budget_Request_Overview_Book.pdf (accessed December 14, 2023).

21.  Frank Wolfe, “About 17 Percent of NGAD Budget in Fiscal Year 2024 Is for Collaborative Combat Aircraft,” Defense Daily, March 14, 2023, https://www

.defensedaily.com/about-17-percent-of-ngad-budget-in-fiscal-2024-is-for-collaborative-combat-aircraft/air-force/ (accessed December 14, 2023),
and Rich Abbott, “Navy Declassifies NGAD Funding for First Time in Three Years,” Defense Daily, March 14, 2023, https://www.defensedaily.com/navy
-declassifies-ngad-funding-for-first-time-in-three-years/navy-usmc/ (accessed December 14, 2023).



