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DWG: Our guest this morning is Eric Fanning. He’s the Under Secretary of the Air 
Force. Sir, thank you. We appreciate you making the time on your busy schedule to meet 
with us in this exciting budget season.  
 
I’ll begin with a big picture perspective on the budget. A lot of people have said that this 
2015 budget request is not the budget the department really wanted. Aside from the 
obvious, giving up A-10s, giving up U-2s, what are you not able to do that you would like 
to do?  
 
Undersecretary Eric Fanning: It’s a long list of things. We would have liked to buy 
more Joint Strike Fighters. We would have liked to invest more in our facilities. 
  
But really I think the two things that I would have preferred to do, would have liked to 
do if we had more resources, one is to lean further into investing in readiness. The Air 
Force has had a readiness problem for a couple of decades now, that we really need to 
invest in, to dig out of, to make sure that we’re ready for a full spectrum fight.  
 
The second thing is, I would have liked to take less risk in near term modernization, 
legacy fleet modernization. A risk that we took to make sure that we had resource 
available to invest in next generation platforms.  
 
Those are probably the two major things I would have preferred to do more of given 
more resource.  
 
DWG: The Air Force at least seems to be deliberately focusing in on next generation 
capabilities, technological advancement and such. So in this short to medium term, are 
there any areas where you feel your capabilities are actually going to be getting better as 
opposed to getting worse?  
 



Fanning: There are places. We have to invest in next generation platforms. Our fleet 
was getting older by the year and smaller, for that matter. We’ve been fighting a war in 
two theaters where we owned the air space in a way that we won’t in other conflicts that 
are more contested. So it was important for us to find that resource to invest in next 
generation platforms. But we will become, we focused specifically in the budget on 
capability over capacity. That’s why you see the Air Force aggressively trying to get rid of 
some of its older fleets and older infrastructure, which will allow us to be more capable 
in some areas. In ISR, certainly in tactical air. The Joint Strike Fighter is leaps ahead of 
our existing fighter jets. Certainly in my view much more advanced than the fifth 
generation fighters that the Russians and Chinese are developing. So those are two areas 
where I think you’ll see significant advancement.  
 
Then a lot of the space and cyber investments I think we’re making are taking us 
forward in terms of capability. But again, at the expense of capacity and not investing as 
quickly as I’d like in getting our readiness back up to speed.  
 
DWG: Good morning, Mr. Secretary. Following on what you were just talking about I’d 
like to ask you about new airplanes—the fighter and the bomber. Down in Florida the 
Chief said we have to get started on a new fighter. Can you tell us what in this budget 
starts moving us toward that?  
 
And also on the bomber, the Secretary last week said we’ll see RFPs by the end of the 
year. Can you tell us, is this going to be a paper competition? Are there going to be sub-
scale demonstrator competing? Is there some kind of a fly-off or is it just a down-select?  
 
Fanning: I can’t really say more than what she said last week about the bomber. I will 
say in terms of investing in the bomber, we have 50 B-2s which is not sufficient for a 
contested environment --  
 
DWG: You mean 20?  
 
U/S Fanning: Twenty, sorry. Twenty B-2s. Not sufficient for, even that technology, for 
a real contested environment. And the B-52s which are an amazing platform and work 
horse. The oldest ones we have were coming off the line when Eisenhower was 
President. That’s just, in our view, a critical investment in next generation platforms to 
recapitalize the bomber.  
 
In terms of the fighter, what we’ve done there is if you look in the details of our budget 
you'll see where we took risk across the board. The Bipartisan Budget Agreement 
allowed us to mitigate this to some degree, but risk in terms of modernizing our existing 
fourth generation platforms to keep the resource available and get our ramp back up at 
the end of the FYDP to 60 Joint Strike Fighters a year. So that was always the target we 
had, even in the President’s budget for ’14. So I think that is probably all the proof you 
need about our commitment to that program. 
 
DWG: I was talking about not the F-35 but the next generation, the F-22 replacement. 
The Chief said sixth gen, we have to get started, we have to get serious about this.  



 
Fanning: You do. The Chief’s also talked about us developing a 30 year strategy which 
is really to sort of keep us focused on what technological advances we need to maintain 
that edge that distinguishes our Air Force from all of the others. A 20-year strategy to 
help us with our strategic trades as we are making in the budget. Then a 10-year strategy 
just to make sure that we’re delivering towards those longer term strategies. So we have 
this 30-20-10 year constant review we’re putting in place.  
To develop these types of platforms take long leads. So even as we’re producing fifth 
generation Joint Strike Fighter, we need to be investing in the research and the science 
and technology necessary to be looking at sixth generation. It’s in the budget. You can 
see it in the J book, I don’t know when the J book is coming out.  
 
DWG: We were just talking about there are no J books.  
 
Fanning: Not yet.  
 
DWG: Can you give us an idea how much you’re investing in it?  
 
Fanning: We’ll have to get you what that number is. But it’s a commitment we made to 
not—Again, the Air Force, we had a few guiding principles when we were putting this 
budget together. One of them was to stay focused on technological capability and that 
includes the generation beyond what we’re building now. But we can get you the 
numbers on that.  
 
DWG: If I can just press you on the bomber a little bit. Members of Congress are 
famous for championing fly before buy and competition, competition. Is there going to 
be some serious competition or is it likely that to save money you’re going to try to neck 
down as fast as possible?  
 
Fanning: I don’t think we’ve settled on the exact acquisition strategy yet. But the 
competition that’s in place right now is, in my view, pretty substantial. Those that are 
teeing up to bid on the next generation bomber, Long Range Strike Bomber, are 
investing a lot of money in this, a lot of effort, a lot of capital. So we take the competition 
very seriously because our desire to keep that $550 million production cost number is 
driving a lot of tradeoffs, so competition will help us keep to that number and get the 
requirements, get the capability out of that bomber that we want.  
 
DWG: Sir, you mentioned you’re investing in space. Can you kind of outline where? I 
know you’ve cut the AEHF fleet. There seem to be a lot of studies out there. When I 
looked at the budget it seemed like you were kind of standing pat, and Space Command 
folks have said they’re pretty much going to stick to this architecture [to] 2025. So 
what’s coming down the pike there? A new generation of protected com satellites?  
 
Fanning: I would suggest that standing pat in this budget environment is actually a 
success for a portfolio. So I think the fact that we held tight, or pretty well tight on Space 
Command’s budget is a sign of commitment because the budget’s coming down in 
aggregate of course.  



 
I think there are two changes in space that are reflected in this budget. One is a 
commitment to disaggregation. So looking at a new architecture. There are still a lot of 
studies that need to be done. Any time you want to change space architecture lots of 
people get suspicious very quickly. But we have funded our space portfolio to support 
the existing architecture or a disaggregated architecture in part to push past the sceptics 
of changing to a more disaggregated architecture.  
 
The second thing that I think the space budget reflects is a domain that had always been 
uncontested is becoming a contested domain so you will see more investment in 
awareness and in protection than we’ve had in the past.  
 
DWG: Can you talk about the reasoning behind the AEHF— 
 
Fanning: Why the delay?  
 
DWG: I’m not sure whether they’re a delay or whether it’s in the out years.  
 
Fanning: It’s in the out years. Part of it is, well, we had to rephase a number of things 
across the portfolio, not just in space. I think that’s actually an important point to make. 
A lot of the press that I saw over the course of the last six or eight months pick any 
mission and when we were looking at delaying a platform to complete that mission there 
would be confusion about whether or not the Air Force was walking away from a 
mission. We just couldn’t afford in this budget environment to invest in all the platforms 
and all the recapitalization we wanted to right now. A, in terms of this year’s budget and 
next year’s budget; but B, in terms of being careful not to set up an unaffordable bow 
wave out in the 2020s.  
 
So some of the rephasing that we did not just in space but in the Air Force portfolio in 
general was a reflection of what we could afford. That’s why you referenced studies. A lot 
of these studies are to see what are the priority things that we need to recapitalize. Some 
of our space assets, GPS is an example, are lasting longer than we thought they were, or 
we’re finding other means to bridge the gap to mitigate risk while we push off some of 
the investments in additional platforms or next generation platforms. AEHF is an 
example of that.  
 
DWG: So they’re not being pushed off necessarily.  
 
Fanning: It depends on how the studies come out, but we need more study on that. We 
know GPS, for example, our functional analysis tells us that GPS is just lasting longer 
than we thought so that was an area where we knew we could spread the next satellites 
out further, in this case outside of the FYDP.  
 
DWG: Yes, sir, you just used three words in close formation I’d never heard before. 
Unaffordable bow wave, the implication being there’s an affordable bow wave.  
Anyway, we haven’t heard much about the cheating scandal in the last couple of months. 
I’m wondering if you can bring us up to date in any way, including a report that said the 



cheating has spread to FE Warren and Minot as well as at Malmstrom.  
 
Fanning: Let me say this first of all. General Wilson has completed the finding part of 
his investigation, is working through the recommendations to Secretary James now. I 
expect that we’ll be able to talk about that publicly including the accountability aspect of 
that in about two weeks. Secretary James is going into theater next week and I think 
when she gets back General Wilson will be ready to issue his recommendations to her, 
she’ll make decisions, and we’ll get that out in two weeks. That’s the expected time line.  
I’ve not seen anything. We’ve been briefed all the way through regularly during the 
investigation that has taken it outside of Malmstrom. So I think it’s still focused on 
Malmstrom, and I think, as I said, in about two weeks we’ll be able to announce 
Secretary James’ decisions as a result of that investigation.  
 
DWG: Do you want to give us a sneak peak?  
 
Fanning: I’d love to, but no. I don’t get out front of the Secretary.  
 
General Wilson has not fished his recommendations yet so there’s really not anything to 
give in terms of a sneak peak.  
 
DWG: On the same topic, a question would be whether the Command Directed 
Investigation actually asked people at the other bases whether they cheated or whether 
they just did like an anonymous survey or just looked at other aspects of the training 
and testing. In other words, did you actually expand the investigation of who may have 
cheated to the two other bases?  
 
Fanning: I don’t want to get out ahead of the release in two weeks, but it was 
exhaustive in terms of chasing as far back as they could any contact that Airmen had 
with each other.  
 
DWG: At Malmstrom or—  
 
Fanning: At Malmstrom. So any contact that an Airman had with anyone else, OSI 
pursued that to wherever it originated. And the last report I had, and again this was 
maybe two weeks ago, the last time that I sat down with General Wilson, the 
investigation was still contained at Malmstrom.  
 
DWG: My question is, aside from the OSI part of this, whether the Command Directed 
Investigation specifically asked people at the other two bases whether they had cheated.  
 
Fanning: That I don’t know. Although the CDI did extend to the other two bases.  
 
DWG: What I’m asking you is did they actually ask people that, or did they just do a 
survey, or did they just look at broader aspects of— 
 
Fanning: You’ll have to ask General Wilson in two weeks.  
 



DWG: So you don’t know.  
 
Fanning: We’ll be issuing the results of the investigation in two weeks.  
 
DWG: I’m not asking about the results. I’m asking about how they were asked those 
questions.  
 
Fanning: Right, and that will be a part of what we talk about in two weeks. Secretary 
James wants to be the one that addresses the final results of the investigation. 
 
DWG: I wanted to ask you about EELV. The GAO report last week gave a couple of pros 
and cons to possible approaches. It said that if the Air Force requires all the offers to 
contain both fixed price and cost reimbursement features for launch services and 
capability similar to the way it currently contracts with ULA there can be benefits to 
DoD and ULA but potential burdens to new entrants. But it said on the other hand that 
the Air Force implements fixed price commercial approach to launch proposals, the Air 
Force could lose insight into contractor costs and pricing, and of course there could be a 
mix of elements in all of this. I’m just wondering what your approach is going to be?  
 
Fanning: It’s a fine line. We’ve had over 60 successful launches in a row with ULA and 
we’ve been able to scrub that price down from the high water mark in ’12 pretty 
substantially, but competition is critical to the future of launch. The looming specter of 
competition is clearly one of the things that helped us scrub the price down for the EELV 
launches. So we want to maintain transparency into the costs of that launch. We want to 
maintain access to proven, safe launch vehicles. But we want to do everything we can to 
increase competition.  
 
For example, we have delayed the RFP for one of our next launches to give SpaceX more 
time to certify for launch because we recognize the value of competition.  
 
DWG: What launch is that that you’re referring to?  
 
Fanning: I don’t remember exactly which launch it is. We’ll get back to you.  
But competition is clearly important to us and we know that rephasing GPS satellites for 
example outside of the FYDP has taken out some of the competitive launches that we 
had planned on inside the FYDP. So Dr. Carter before he left asked Frank Kendal to look 
at our launch schedules and our strategies as closely as possible to make sure that we’re 
doing everything we can to introduce competition to launch.  
 
DWG: I wanted to ask about the cost of the Long Range Strike Bomber. You alluded to 
about $550 million a copy production. Is that still regarded as a firm cap on production 
prices? And when you factor everything else in, what is it per copy?  
 
Fanning: When you factor everything else in, obviously it goes up above $550 million, 
but we’re still using that as a pretty firm chalk line for those companies that are bidding 
on it, and in determining which requirements make it in and which don’t. It’s been a 
pretty good forcing function.  



 
There are a number of people who think it’s too low a number and we’re not going to get 
the requirements out of the bomber that we need. But what I’m seeing as we’re building 
towards the end of the year is this is keeping both the Air Force and the contractors 
pretty disciplined about what they put into the bomber, what they propose putting into 
the bomber. So I’m still holding pretty tight to it.  
 
This was something that Dr. Carter was passionate about. He’s since retired. But the Air 
Force is still hewing pretty close to that, pretty hard to that number.  
 
DWG: What else do you factor in beyond the production costs? Do you have a sense 
now as to how much those would be? Operating costs, development costs?  
 
Fanning: I don’t want to give them to you over the top of my head. I’d have to ask Bill 
LaPlante and CR Davis I know is talking about it. I was talking to him earlier in the 
week. We’ll get the number to you. We have a sense of the range when you factor in all 
the research and development costs.  
 
DWG: Would it double? Would it --  
 
Fanning: Oh, no, it doesn’t double. But again, I don’t know the numbers.  
 
DWG: Sir, a budget question. The Air Force obviously has quite a few big new 
investments in this. Buying tankers, JSTARS recap, TX which we all expected to be later 
in the budget.  
 
My question is, can the Air Force afford all of those things plus the F-35 plus the new 
bomber and everything if the A-10 and the U-2 retirements are not permitted by 
Congress?  
 
Fanning: There are a number of variables that impact the Air Force’s ability to afford 
all of those programs. Certainly if we have to keep the A-10 and the U-2, something else 
is going to have to give. In my view we can’t cut into readiness far enough to cover 
keeping those two fleets. So yes, something in procurement would have to give if we 
have to keep the A-10 and/or the U-2.  
 
Furthermore, we don’t know what the budget’s going to be in two years. We know this 
year we got welcome relief. We got less relief next year and it ramps us back into 
sequestration in ’16. So there are some very big variables that play out there in terms of 
whether or not the Air Force can afford the program we have.  
 
If we can divest the fleets that we’ve proposed, and if we can keep with the President’s 
budget to fix sequestration, then we think we can afford this. We’re looking to further 
mitigate, I think we’ve done a very good job, the unaffordable bow wave that we face in 
the early 2020s. [Laughter].  
 
A part of the Air Force growing into these sort of permanent long range studies, this year 



we used what we all Air Force 2023, which is a 10-year view. Where do we want to be in 
10 years. The other benefit of that, aside from giving us real parameters when we were 
making the hard choices during the strategic trades part of the budget build, it allowed 
us to look at affordability outside the FYDP. It’s no secret to anyone, it’s not unique to 
the Air Force, but you park a lot of things in the sixth year of a five year budget plan. 
That’s really what impacted a lot of how we were phasing certain buys, was to make sure 
we weren’t stacking things on top of each other as they were at max output.  
 
T-X. I was glad we were able to put that in the budget. That is becoming an existential 
investment for the Air Force. There are lots of things we can find other ways to do with 
different platforms than we have, but we were getting to the point where that trainer 
was going to be training three generations of Airmen, so it was time to invest in the next 
generation.  
 
DWG: If I can just follow up on one thing. I can’t imagine this would apply to the U-2, 
but on the A-10 and certainly the MQ-1 which you’re divesting as well, have you had 
discussions with other services or allied countries about potentially taking those assets 
rather than sending them to the bone yard?  
 
Fanning: We do; not with other countries as much as with other services. We had very 
extensive conversations with the Army and Marine Corps about close air support and 
that mission, and how we deliver on that mission. I’ll let them speak for themselves. But 
we moved forward as a joint service to drive that in other ways as we are today.  
 
DWG: On the MQ-1?  
 
Fanning: MQ-1, I think the capability of the MQ-9 is so much better than the MQ-1 
that all the services supported us moving to an MQ-9 fleet.  
 
DWG: A couple of follow-up questions.  
 
One thing I wanted to ask you about, what happened to the stand-off jammer and what 
are you doing about that capability? It’s come up in the context of the Navy putting 
Growlers on unfunded priority list. Talking about joint studies and the fact that they’re 
the only service now that is taking care of this electronic capability. So I wanted to get 
from your point of view how you see those joint requirements and what the Air Force’s 
role is.  
 
I just wanted to ask you on a completely unrelated matter, if you have any insight 
through your assets in the Air Force as to the fate of the Malaysian airliner. If there’s any 
information at all you can give us on that. 
  
Fanning: I don’t have any information that’s not already out in the press on the fate of 
the Malaysian airliner that we can share with you.  
 
On the first issue, the jammer issue, there’s been a lot of talk about the rebalance to the 
Pacific. For the Air Force, which already has 60 percent of its forward deployed assets in 



the Pacific, I see that rebalance, that you can rephrase that in a different way, which is 
from an uncontested to a contested environment. You’re talking about jamming and 
other types of technology and weapons that we need to move into an A2-AD 
environment. That is exactly what the Air Force has been trying to protect in taking risk 
in other places including capacity as I talked about earlier, to make sure that we have the 
equipment, the platforms, the technology necessary to be effective in a high end 
contested fight. So we have, and we can get more detail than I can give you off the top of 
my head, we have protected investments not just in the Joint Strike Fighter for that 
purpose, but in also the weapons that go with it.  
 
DWG: So you don’t see any kind of future program for a stand-off jammer being 
necessary? Is that because of the capability of— 
 
Fanning: The Joint Strike Fighter is, part of what makes it such an effective platform is 
that it is part of a family of systems and so a stand-off jammer is an important part of 
that.  
 
DWG: When does that all get funded?  
 
Fanning: I’ll have to get back to you on exactly when we lay that in.  
 
DWG: It’s not in— 
 
Fanning: It’s not the sixth year. [Laughter].  
 
DWG: Are you going to submit an unfunded priorities list?  
 
Fanning: We are, yes. The Chief and the Vice Chief will.  
 
DWG: Will that have additional items in addition to those that you’ve already put on 
the—  
 
Fanning: That’s a list that comes from the Chief. I expect that it will align very closely 
with our share of the $26 billion growth and opportunity fund for ’15. There are some 
emergent requirements since we put that together, but I think that the Air Force’s 
unfunded requirement list will look very similar to what went into that opportunity and 
growth fund. We’re working with the Chief and the Vice on that right now, but that’s 
ultimately his decision what goes into that list.  
 
DWG: What are some of those emerging requirements that have come up?  
 
Fanning: I’m going to, again, this is the Chief’s list so I’m going to let him decide what 
those are that go into it. But we’ve made some proposals to him, things he might want to 
add or do differently from the growth and opportunity fund. But again, I do expect that 
the core of whatever he submits will look very similar to that.  
 
DWG: On the Long Range Strike Bomber, you talked a little bit earlier about how the 



acquisition strategy for that is not set yet. I wanted to ask if this is a [phrase] or not 
about the public affairs strategy for that program, because it’s been pretty secret 
compared to other big Air Force programs to this point. I wanted to ask if it’s going to 
stay that secret or whether the service is going to be rolling out more details and be 
more open down the line as you get closer to actually doing the contractual work with 
the vendors to start actually cutting steel and—  
 
Fanning: Another strategy that’s not yet been set but I expect that yes, we’ll be 
revealing more details and will be more transparent on that program as we go forward 
and move further into it than we are right now.  
 
DWG: In the old days it used to be a family of systems as well. There would be a 
bomber and there would be other things involved. Is that still the plan? And do you have 
any idea when we’ll see the weapons or sensors or other capabilities that are beyond the 
actual aircraft itself?  
 
Fanning: Yes. It’s still a family of systems. I don’t know when we’ll be able to talk more 
about what that is, even in a more broader sense that we are now.  
 
DWG: Sir obviously the biggest surprise in the budget, perhaps to you guys too, was the 
combat rescue helicopter coming down.  
 
Kind of a two-part question. The first is, can you go into some detail about how that 
decision was made, why it came down the way it did, kind of last minute in the budget? 
  
Second is the Air Force has [inaudible] about 400 and 440 is the number in offsets. 
Where is that going to come from? And how does something like say the KC-10, which if 
we don’t get sequestration relief we’re going to have to cut this package. How did that 
rank in terms of okay, if we have to start cutting, that’s number one? We know we need 
to get rid of it eventually, you have to move that up.  
 
Fanning: We haven’t settled on what those offsets are yet. I don’t think we would turn 
to the KC-10 as a part of that offset if we stay inside the President’s budget. But again, 
we haven’t determined what those are.  
 
The combat rescue helicopter, going back to what I said earlier, is a platform that we use 
for a mission. They are separate things. We’ve never walked away from the search and 
rescue mission. It was just an issue, as I said earlier, of when we could recapitalize on 
platforms and phasing them in versus priorities.  
 
This was a tough call and what tipped I think things in favor of moving forward with the 
combat rescue helicopter this year was certainly a very strong bid from Sikorsky, 
bidding in what they thought was a more competitive environment than what it was. So 
in the interest of spending taxpayers’ dollars as wisely as possible, that weighed heavily 
on us.  
 
Then Congress weighed in. Congress weighed in a number of times on things they want 



us to do and things they don’t want us to do, but in this case they actually found the 
money for us this year to start that program which shows the extent of their 
commitment and helped make it possible for us to tip in favor of moving forward with 
the combat rescue helicopter this year. So Secretary James determined that we knew we 
were going to recapitalize this at some point. Now is the time to do it with the extra 
money that Congress has found us, and with this very competitive bid that came in 
under our cap, well under our cap.  
 
As I said, even before that this was, we were making those strategic trades. What’s right 
there on the line that you’re debating? Can we do it now? Do we have to do it later? 
Combat rescue helicopter was right there.  
 
I think what finally tipped it, as I said, was the extra help from Congress. But we will 
announce the offsets very soon. We’ll have to as a part of the markup process of 
Congress.  
 
DWG: When you say very soon, you’re talking the next couple of months?  
 
Fanning: I think within that, yeah.  
 
DWG: To follow that up a little bit, there is obviously a plan at some point, [inaudible] 
the budget, but this came very late. Supposedly it came as the briefing was about to 
begin— 
 
Fanning: No, no, no.  
 
DWG: And after the documents had already --  
 
Fanning: It did happen very late. General Martin knew before he gave the briefing, I 
think that note was you’re not allowed to talk about it, as opposed to we’ve made the 
decision. But the additional dollars from Congress came late as well. We were pretty 
transparent as an Air Force about what we were looking at over the course of the last few 
months, which is why I don’t think there were a lot of surprises in the budget 
necessarily. So that was a late decision. A new Secretary, a late add of money into ’14 
from Congress. We needed to make that in conslutation, of course, with the Secretary of 
Defense.  
 
DWG: How much help did Congress give? What’s the funding?  
 
Fanning: It was $334 million for ’14.  
 
DWG: Nothing for ’15?  
 
Fanning: They have indicated publicly that they’ll work with us, but there are no 
guarantees for ’15. ’16 is when it starts to really get expensive and ramp up for us, but 
we’ll have to find some additional offsets in ’15 as well. But we’ll work through that. But 
they did provide the $334 for ’14.  



 
DWG: Can I follow up? I heard that one way you were able to bid this, do the math for 
this, is by slowing the process and pushing the actual procurement out. In other words 
you’re proceeding with the CRH program, I was told and I could be wrong, but that 
you’re not going to actually start getting into the bigger procurement piece of it until 
further down.  
 
Fanning: In order to make -- The hard years, I know many of you have heard me talk 
about this before, when we think about sequestration we keep talking about the dollars 
and the percentage cut. The speed of the cut also causes us some squeeze years in ’15 
and ’16 in particular. So part of that rephasing is trying to spread expenses out of those 
two years. So yes, we had a couple of options with CRH when we decided to move 
forward with it in terms of how we ramp it. And we did pick one that ramped a little bit 
more slowly in order to take some of the pressure off those two really difficult years.  
DWG: What is the current thinking now, to when you would be moving into bigger 
quantities or— 
 
Fanning: I don’t even know. There are still a couple of wickets it has to move through. 
It has to still go through a milestone B decision from Frank Kendall. And that will be a 
part of what we’re negotiating with him right now, is exactly what that schedule will be. 
It all has to happen pretty quickly so it won’t be long before we’re able to announce what 
that schedule is, but it’s not finalized right now.  
 
DWG: I guess it’s fair to say that officers and enlisted personnel in the Air Force are 
nervous. If you look on emails, Facebook, Twitter feeds, they’re nervous about the 
future. Among some of the things I’ve seen, the Air Force cares more about equipment 
than people.  
 
I’m just wondering, are people voting with their feet right now? What are the trends that 
you’re seeing as far as that goes? What do those young Airmen tell you when you go out 
to the field to talk to them?  
 
DWG: I did 45 base calls last year, in the last six months of last year. So I’ve had the 
opportunity to hear directly from quite a few Airmen. Mostly they just want information. 
Unfortunately, certainly last year there was a lot going on outside of the Air Force, 
outside of the Department of Defense, and the main thing that I promised that I’m 
trying to hold to that I know the Secretary is and the Chief is, that we will continue to be 
transparent and try and make decisions to get us to whatever the new normal is as 
quickly as possible. It has not been easy because we still don’t know what that’s going to 
be. We’ve made proposals on force structure and about making the Air Force smaller, 
but we’ll have to see what Congress will approve and what it won’t approve.  
 
I think certainly there’s a lot of angst out there about what the future holds for the Air 
Force and for individual Airmen, but in terms of the Air Force caring more about 
platforms than it cares about people, and I read a lot of these blogs too. When the Air 
Force Times story came out on Friday about us freezing the voluntary programs, I read 
every single posting underneath that. It’s not always the best place to get a real feel for 



what Airmen are thinking. But there are a number of Airmen who I think understand 
that part of our commitment to them is if we’re going to send them into harm’s way 
we’re going to send them with the best equipment and the readiest that we can. So 
having a balance between your capacity, your capability and your readiness is an 
important commitment to Airmen, and I think they appreciate that. I think they 
understand the decisions we’re making in terms of investing in the technology that sets 
the Air Force apart and gives them an edge in the fight.  
 
DWG: One of the things that I see a lot of times are, from critics overseas especially, is 
that the American military is in decline with the budget problems. The U.S. military, not 
just the Air Force, is in decline. Do you think the U.S. Air Force is in decline right now?  
 
Fanning: I don’t. I think we’re struggling under this budget process and the budget 
numbers to make sure that we’re investing in a future Air Force and keeping today’s Air 
Force modernized and ready. So that balance between a fight today and a fight 
tomorrow is a struggle that we’re going to be dealing with for a long time with these 
budget numbers. But we’re still by far the best Air Force in the world. Even in any of 
these scenarios I project out 10 years.  
 
So I don’t look at in terms of the Air Force declining. It’s still a very strong, very capable 
Air Force with the best Airmen of any Air Force in the world. The issue is with the 
budgets you have and you stack them up against all the missions you’re assigned, that’s 
the metric that I use. Can the Air Force do all the things that it might be asked to do. But 
it’s still a very potent Air Force.  
 
And back to, if I can just talk about Airmen a little bit more and the future for Airmen, 
we’ve tried to be very transparent. The Air Force made an early commitment to shrink in 
size in order to protect resource for these investments that we talked about. And we 
baked into that giving as much time as we thought we could to Airmen to make 
decisions. So we initiated a number of processes that we weren’t going to actually put in 
effect for months so that Airmen could study, could learn, could figure out what they 
wanted to do and have the time to adjust. And we baked in I think four months after 
anything, any decision that’s made, to give them time to adjust to whatever decision was 
made.  
 
We are still committed, and I know this is part of the confusion from reading those 
blogs, we are still committed -- we met for a long time last night on this, to using 
voluntary programs to the maximum extent possible. I know that was, in the blog 
comments I saw there seemed to be two camps. One camp thinking this was related to 
Ukraine and we were going to keep everyone in the Air Force because we needed them; 
and another camp saying they’re walking away from voluntary incentives because it’s 
too expensive. We’re going to maximize voluntary incentives to the greatest extent 
possible before we would do anything in an involuntary way.  
 
DWG: Back on the CRH real quick. I’m just kind of curious on the mechanics of how 
this worked with Congress and the $334 million. Did the Air Force request that out of a 
form of reprogramming? Or did Congress just offer up—How did that—It’s not common 



for Congress to come back and say hey, we have money for this program this fiscal year.  
 
Fanning: No, it’s one of the reasons why it sort of tipped the decision. We did not make 
a formal request. We didn’t even talk about numbers in terms of what we would need in 
’14 if we were going to start the program. It was one of many decisions that we wrestled 
with over the course of last year. I think we were indicating, I know I was very publicly 
for a long time, that new starts were going to be very difficult in this budget 
environment. Again, it wasn’t walking away from the mission, it wasn’t even walking 
away from the idea that you would recapitalize at some point. But to restart this year or 
next year or ’16, very difficult with the budget pressures we were facing. I think those 
members of Congress who were in support of us recapitalizing and recapitalizing now, 
were trying to do everything they could to make it easier for the Air Force to make that 
decision.  
 
DWG: What was the offset for that $334 million?  
 
Fanning: It was added to the Air Force TOA. So it wasn’t out of -- There was no offset 
within the Air Force for the $334 million.  
 
DWG: Was there an offset elsewhere in DoD?  
 
Fanning: Not in DoD, no. It basically is a move from the OCO budget but it wasn’t out 
of the Air Force TOA.  
 
DWG: So they’re funding it, they added money to OCO or they took something else out 
of OCO?  
 
Fanning: Let me get back to you exactly on that because I don’t want to misstate the 
mechanics of how they did that. We’ll get back to you today. Toni’s going to hang back, if 
there are any details I wasn’t able to provide or you need to add to these things, we’ll run 
them down for you. We can get that for you today. I just want to make sure that I state it 
exactly right.  
 
DWG: It just occurred to me, the RDA-180 rocket engine, there was a piece in the 
Defense News several weeks ago and I think they quoted someone from the Air Force 
was saying that basically the United States would like, as far as I understood, to buy a 
license to produce this engine here in the United States. Could you speak a little bit 
about this please, and how this might play out in the current environment, in the 
bilateral relations.  
 
Fanning: The partnership we’ve had with Russia, that engine has been very important 
I think to both of us. But there are a number of concerns that the Air Force have and 
others have any time we’re relying on such an important piece of equipment from 
vendors outside the United States. So this has been ongoing well before the current 
situation with the Ukraine in terms of our concerns about our reliance on Russia for that 
engine. But it’s been a solid partnership for years now.  
 



We have enough of those engines to support launches well into 2016 but are monitoring 
closely any suggestions that are taking place in the current bilateral situation that might 
impact our supply to those engines.  
 
DWG: You would like to buy a license to produce this stuff here, this hardware?  
 
Fanning: I don’t know that -- We would like to have a more varied supply to such a 
critical part of our launch, the engine for the launch. But we’re exploring what that is 
and how much that would actually cost us, even if we had the license to start up a line to 
produce that engine in the United States. So there’s a business case analysis that’s being 
done on that right now. But we are monitoring very closely the current bilateral 
situation to make sure that we can protect that supply.  
 
DWG: Are there suggestions that they could cut off the supply of engines beyond ’16?  
 
Fanning: As far as I know, nobody’s suggested that. But any time you’re dependent on 
another country for something like that, you’re always monitoring very carefully the 
relationship to make sure there are no problems with it going forward. I have not seen 
anything on either side suggesting that that supply is in jeopardy.  
 
DWG: I’d like to get some clarity if we can on two of your fighter programs. With the A-
10, what’s going to happen with the re-winging? Are you going to do some of them? 
Have you issued a stop work order already? If not, when do you stop the program? Are 
those savings additive to the O&M savings you have after the A-10, or are they part of it?  
 
Fanning: The law in the NDA ’14 prohibits us from doing anything that leads towards 
the divestment of the A-10 fleet, so we are not stopping the de-winging that we’ve been 
doing of the A-10s.  
 
If we did divest the A-10 fleet, obviously we’d start with the ones that hadn’t had new 
wings put on them because we’re not talking about getting rid of the A-10 fleet instantly. 
We’re phasing into that divestment. 
  
In terms of the -- We’ll get you the exact numbers to make sure we’re working on the 
same numbers here, but it’s not additive. We’ve been talking about the savings from the 
A-10, that includes opportunity costs.  
 
DWG: My other question was on the F-16 upgrades. Is there going to be a CAPES Light, 
or do we still get the radars, still get the IRST, only structural mods?  
 
Fanning: I don’t think I’d call it a CAPES Light. The radar modification is important. 
We’re still looking into that, but there will be modifications to the F-16. That’s part of 
how we used the money that came to us in the Bipartisan Budget Agreement was to 
mitigate some of that risk we were taking in modernizing the existing fleet in order to 
protect investment for the Joint Strike Fighter.  
 
DWG: In what way?  



 
Fanning: Still determining exactly how they’re going to do that. I wouldn’t call it a 
CAPES Light, though. But they’ll prioritize, ACC is doing that right now. Air Combat 
Command. Prioritizing what’s most important, to include the radar, clearly a priority for 
the F-16s.  
 
DWG: The Chief mentioned in Florida we have to do a radar, we have to do an IRST or 
we’re in trouble.  
 
Fanning: Exactly. And that’s again, I don’t know what else we’ll be doing. Those two 
things are a part of, we used the Bipartisan Budget Agreement money for readiness, for 
facilities, sustainment, push forward a little bit more on the Joint Strike Fighter, and 
then some of these legacy modernizations, particularly for the F-16.  
We were looking at the sequester environment and those tradeoffs, trying to get us to 
the ramp, to the production rate of 60 a year in ’19 for the Joint Strike Fighter. We were 
prioritizing that almost over everything and taking a lot of risk in fourth generation 
modernization. So that relief that we got this year and next year in that agreement 
helped us mitigate that by investing in some of the modernization --  
 
DWG: All 300 or a portion of that?  
 
Fanning: I don’t know the exact numbers, but we’ll find out for you.  
 
DWG: Sir, my question is on the OCO budget. Not for ’15 because we know that’s still in 
flux, and I ask this question in the context of on Friday the Air Force bought a new V-22 
that I’m almost certain was paid for with OCO money to replace a training loss airplane. 
Can you talk about what decisions the Air Force has made about what items currently 
funded in OCO are going to move to the base budget in future years and which are going 
to fall out as that money dries up a little bit?  
 
Fanning: You mean which we won’t have?  
 
DWG: That’s right.  
 
Fanning: Our working assumption for a while has been that everything’s going to have 
to migrate to the base budget. So as we plan for the FYDP, everything that we put in the 
budget we assume we’ll have to pay for with the base budget.  
 
DWG: Are there missions then or parts of missions that will stop being funded 
altogether because they’re funded in OCO now and that money won’t be available in the 
future?  
 
Fanning: We’re committed to all the missions we have now. Back to I think probably 
the first question we have in terms of capability capacity. Another way to look at it is 
what missions won’t the Air Force be doing going forward? We’re committed to all five 
of our core missions. We’re trying to increase the capability for those missions, but at 
the expense of some capacity, but still committed to all those missions. So none of the 



missions will fall out.  
 
DWG: One of the criticisms we’ve heard particularly of the U-2 is the way the Air Force 
is going about deciding Global Hawk versus U-2 costs particularly. It’s kind of a fungible 
number to be played with. It doesn’t necessarily represent the reality.  
How do you answer those charges? And is the cost for flying hour still a relevant metric? 
Should it continue to be used given all of the various factors that figure into it?  
 
Fanning: I think all things being equal, cost per hour is an important metric. But all 
things aren’t equal. There are lots of metrics that play in the decision of Global Hawk 
versus the U-2 and it was a really tough call, obviously, because we were supporting the 
U-2 last year.  
 
Getting the flying hour down, working with the contractor to get the operating costs of 
the Global Hawk down was a factor in its favor this year. There’s no question about it. 
Getting some parity in what that costs. Knowing we couldn’t afford both, they’re both 
amazing platforms that have served the COCOMs very well over the course of the last 
decade plus. Knowing we couldn’t afford both, though, getting the flying hours to some 
parity, we looked at the Global Hawk. It’s a younger fleet. It can fly further. It can stand 
off longer. We thought that was the platform that would take us further into the future.  
 
DWG: Forgive me if I’m totally wrong on this because it happens frequently. Flying 
hours, the way you calculate it is you have a pot of money and you’re flying a lot more if 
the cost per flying hour is going to be lower. So is it a situation where Global Hawk’s just 
flying more and that’s what’s driving down the costs? Are there actual cost savings that 
have been found?  
 
Fanning: Both. This I think is a great partnership with a contractor worried that 
perhaps we might not be able to support the Global Hawk anymore has helped get the 
cost down. Certainly if you compare the two, when you are flying, when the mission is 
further away, a mission for which Global Hawk is better suited, the cost per hour does 
go down because it is less expensive to operate that in a mission that is further or longer 
than the U-2. So those both factor into it -- How you use it and just how we found 
savings in operating it.  
 
DWG: So where do those savings come from? The operational stuff. Is it the supply 
chain, is it just practicing— 
 
Fanning: Supply chain, processes, efficiencies the contractor found. We can get you 
more details on that. Just like with EELV, competition is a great motivator for 
contractors to find efficiencies. But we have more details on how that was found.  
 
DWG: You mentioned earlier that it’s important, or there are concerns about 
safeguarding the supply of certain critical components. And there have been issues with 
suppliers using Chinese origin [inaudible] on weapon systems within the Air Force 
arsenal. B-1, the F-16s [inaudible], the F-35. A Defense official told me they are 
concerned.  



 
Can you reflect for a minute now how concerned you are about the way that contractors 
are managing the supply chain [inaudible] these critical supplies? 
  
And I just want to go back to the issue we’re talking about with Russia, with the 
changing relationship and the stresses in the relationship with Ukraine. Can you step 
back in terms of, the Air Force is one part of the U.S. military that really has a fairly 
close relationship with Russia through the launch enterprise. Can you walk us through 
how you manage that relationship [inaudible]?  
 
Fanning: To your first question, I’m concerned any time I hear about stories like this. I 
do think Frank Kendall had looked closely at those examples that have been reported 
and has initiated a pretty thorough, I think, investigation of contractors and how they 
manage their supply chains. So I’m confident in him and in the investigation we have 
underway to look into this, and I’m confident that there’s no risk in the four cases, I 
think it’s four, that we’ve analyzed, that we’ve investigated up until now. But we are 
watching that closely. Anything that goes into something as important as the Joint 
Strike Fighter is of concern. To the second issue, relationships like those that exist 
between the United States and Russia are large and complex and there are lots of parts 
to them. So in this case this supply of the  
 
RDA-180 engine to us is one of many things between our two countries, one of many 
examples of long-standing cooperation.  
 
We monitor proposals coming out of our country, we monitor proposals coming out of 
Russia, and if ever there’s anything that we think might impact that, we flag it so that 
everyone is aware of possible consequences, ancillary consequences they might not have 
thought through.  
 
But as I said, we’ve not seen any indication that anyone is suggesting the relationship 
that provides this engine to us is threatened or in danger with what’s going on.  
 
DWG: A question on the cheating at Malmstrom. Just to follow up. I was a few minutes 
late, so I don’t know if you’ve already touched on this.  
 
Can you say whether or not the wing commander will be disciplined?  
 
Fanning: I cannot say whether or not he will be disciplined. I can say that I expect we’ll 
be able to answer all questions about what we’re going to do as a result of the cheating at 
Malmstrom in about two weeks. 
  
DWG: It’s safe to assume, though, that the discipline will not only encompass enlisted 
personnel? This is going to be -- You would probably be looking at disciplining both 
officers and enlisted?  
 
Fanning: This investigation and this cheating really did center on officers, not on the 
enlisted community. But like I said, the investigation is complete. General Wilson, we 



may have talked about this before you came in. General Wilson is finalizing his 
recommendations to the Secretary. We are anticipating him coming to Washington in 
two weeks when she’s back from Afghanistan. Her making decisions and us being able to 
announce them in two weeks.  
 
DWG: Just to follow up on the Global Hawk. Can you, I know it really came down to 
unit cost, is that it? A year ago you were doubling down on U-2 and now there seems to 
be a 180. It really did come down to just unit cost? If so, it would be helpful if you could 
provide a little more information. It’s almost like one of these situations where a 
business—it’s like spammed to get in the in-box. Businesses advertise a certain price and 
then you get 50 percent discount if you sign up. It’s almost like if you want to pay this 
you can, but—  
 
Fanning: The operating costs were just one part of it. It was, even last year when the 
Air Force was choosing the U-2, it was a tough call. There are obviously proponents on 
both sides of the equation. Being able to bring the operating costs down certainly 
helped. But it was a series of factors. The advancements to Global Hawk that allow it, 
radar weather, for example, that allow it to fly in conditions beyond what it does now. A 
factor with it being a younger fleet, a factor with it having longer range capability. All 
these things added up to us thinking if we can only afford one, looking at it today, Global 
Hawk is the platform to take us into the future.  
 
It was a handful of really tough calls that not only were difficult inside the Air Force, but 
outside the Air Force. This was certainly, this was one. CRH was another. But the Global 
Hawk/U-2 was as tough of a call, even the Secretary of Defense said that when he 
announced it, as almost anything we had in the budget.  
 
DWG: So CRH sounds like there’s congressional support. There obviously may not be 
that for U-2 in terms of— 
 
Fanning: There is actually strong congressional support for both the U-2 and the 
Global Hawk. That’s why, I was talking earlier in terms of fleet divestments we 
proposed. We think we have a good explanation for both, why we made those decisions. 
But having to reverse on either of those would require us to find a pretty big offset 
someplace else in the budget.  
 
Fanning: Thanks for delaying it two weeks. I wouldn’t have had much to say two weeks 
ago.  
 
DWG: How does it feel to only have one job?  
 
Fanning: It feels great. I didn’t realize what I was missing because I stepped into the 
acting role almost immediately upon getting in the job. I don’t get to pick which half of 
the job I get. She gets to decide what she does and what I do, but it is nice. It’s allowing 
me some time to dive deeper into some issues that the Under is supposed to, like space, 
that I wasn’t able to last year. 
 



And just having—This is happily on the record—Mark Welsh and Larry Spencer are 
amazing. They made it about as easy as it could be. But it’s nice to have another civilian 
to bounce ideas off of, and Secretary James and I have worked together for over 20 years 
so it’s been a smooth transition. And it’s just a wonderful leadership team in the Air 
Force right now. Very collaborative. When I realized last year that I was going to be in 
the seat when we finalized the ’15 POM I think was when it really started to get serious 
for me. And you kept pushing through these dates to get her confirmed. Finally, it was 
she better be here for the Posture hearings—[Laughter]. I don’t want to be in that seat to 
explain the budget.  
 
The narrative, as you know, is a tricky one with sequestration, with the Bipartisan 
Budget Agreement, with the President’s budget. It’s a complicated story to tell. Even 
though I’ve got eight to nine months on her, she’ll be able to tell it better than I would 
have been able to. It is nice to be down to the one job.  
 
We still have a few other PASes who are not in place and it turns out that the Under is 
acting for everything. Up, down, sideways. So Acting General Counsel, Acting MR, 
Acting IE I think.  
 
The confirmation process is a real problem right now. We’re starting to stack people up 
to be confirmed for positions that haven’t been vacated yet. The Under Secretary of the 
Army confirmed, Joe Westfall not yet confirmed to go to Saudi Arabia. I think we’ll have 
our next financial management and comptroller confirmed before Jamie Morin gets 
confirmed to go downstairs to CAPE. So it’s problematic for us and very abusive to the 
individuals who are going through it.  
 
All I had to do, I was 100 feet around the corner in the Navy. I just had to move my box 
the day they confirmed me. And it just eats at you. I think about these individuals who 
make this commitment, who are outside the building, who have a spouse, a job, a house 
on the other coast, kids in school. We’re not very good about, once you’re confirmed we 
want you in the seat the next day. So if I can make any plea beyond fixing sequestration, 
— 
 
And there are a number of people who think sequestration is fixed because of the 
Bipartisan Budget Agreement. It’s not fixed.  
 
DWG: On the transformation process, do you think that that’s really dissuading people 
from coming to serve?  
 
Fanning: I think it is. I think we’re doing all sorts of things to our civilian work force, to 
our uniformed work force, to political appointees to dissuade them from coming to 
Washington. It’s always been the case, a lot of people don’t want to go through the 
confirmation process. But it’s so brutal in my mind right now.  
 
Even if the process runs smoothly you’re asking people to make a lot of commitments, a 
lot of sacrifices. So I do think it dissuades people. Particularly as you get towards the end 
of an administration. People think I don’t know how long it will take me to get in. How 



much time am I going to have to be in the job and actually get something done?  
 
DWG: And it never runs smoothly.  
 
Fanning: It never runs smoothly, no. It took me a year from nomination to 
confirmation. It was during an election year. And not much happens in an election year. 
The Senate’s got to be in session to go through the confirmation, so it gave me more 
time to study up on the Air Force, but that’s a long process.  
And Secretary James, hold after hold after hold. There are far more holds now than I—
this is anecdotal for me—than I recall seeing in the past. 
  
Thank you very much. Have a good day.  
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