
        

 

 

Introduction 

Since the “Last Supper” in 1993 and the resulting 

industrial base consolidation, 1  there has been alarm 

regarding the long-term health of the industrial base 

supporting the U.S. Air Force and the broader aerospace 

market. Whereas the Department of Defense (DoD) once 

benefitted from a robust universe of suppliers, that base 

has shrunken to just a few large prime vendors providing 

increasingly exquisite systems. Just recently, in response 

to questioning by Senator Angus King (I-ME), Deputy 

Secretary of Defense Robert Work identified the 

aerospace industry as “the area of the industrial base 

under the greatest threat.”2 

Without signs of relief from budget caps beyond 2015, 

concern for the long-term health of the aerospace 

industrial base only continues to grow. How healthy is 

the Air Force aircraft industrial base, and what are the 

future acquisition programs poised to shape the 

industrial base for the next 20 years? 

Methodological Note 

The data used in this analysis were derived from the 

Federal Procurement Data System (FPDS), building and 

expanding upon previous CSIS analyses of government 

contracting trends. Whereas previous CSIS work 

separated contracts into unique CSIS Product or Service 

categories, this analysis separates contracts into 11 

unique platform portfolios based upon Federal Supply 

classification and DoD portfolio codes. These platform 

portfolios contain the sum of all contracts related to that 

specific platform type. For example, within the Aircraft 

portfolio, the sum total of all Services, Products and 

R&D contracts are included. 

Top Line Air Force Contract Analysis 

After seeing slight growth in contract obligations from 

2010 to 2012, Air Force contracting declined sharply 

under sequestration.3  Between 2012 and 2013, overall 

Air Force contract awards decreased by 22 percent, 

falling from $71.2 billion to just $55.2 billion. The 

largest platform portfolio, Aircraft, saw the largest 

decline in real dollars, falling from a four-year peak of 

                                                 
1 John Deutch, "Consolidation of the US defense industrial 

base," Acquisition Review Quarterly 8, no. 3 (2001): 137–150. 
2 See http://www.armed-services.senate.gov/imo/media/doc/14-

08%20-%202-25-14.pdf. 
3 Sequestration refers to the automatic reductions in federal spending 

in FY 2013 mandated by the Budget Control Act of 2011. 

$21.5 billion to $16.1 billion, and the third-highest 

percent cut from sequester (the legislated cuts in 2013). 

Figure 1: Air Force Contract Obligations by Platform 

Portfolio, 2012–2013 

Constant 2013 $ Billions 

 
Source: FPDS; CSIS Analysis. 

Air Force Aircraft Platform Portfolio Analysis 

Between 2010 and 2013, Aircraft contracts averaged 28 

percent of all Air Force contract obligations. Under 

sequestration, Aircraft obligations declined by 25 

percent but still maintained their share of total Air Force 

contract obligations. Despite the consistent share of 

contract obligations for the Aircraft portfolio, there 

remain significant causes of concern for the industrial 

base supporting those contracts. Of the 11 platform 

portfolios within the Air Force, Aircraft was the least 

competitive sector. The portfolio had the highest rates of 

contracts awarded without competition and the largest 

share of contracts awarded to the Big Six vendors. 
Figure 2: Aircraft Portfolio Rates of Competition 

Source: FPDS; CSIS Analysis. 

As Figure 2 shows, until 2013, less than 20 percent of all 

Air Force Aircraft contracts were awarded after effective 

competition.4 In 2013, that share increased to 27 percent, 

in large part to the KC-46A Pegasus tanker.     

                                                 
4 CSIS defines effective competition as contracts awarded with 

competition receiving two or more bids. 

Platform Portfolio 2012 2013 Sequester 5 - Year Trend

Aircraft  $ 21.5  $ 16.1 -25%

Other R&D and Knowledge Based  $ 12.6  $ 11.3 -11%

Electronics and Communications  $   9.7  $   8.0 -17%

Missile and Space Systems  $   9.8  $   5.7 -42%

Facilities and Construction  $   6.8  $   5.4 -20%

Other Services  $   6.6  $   5.2 -21%

Weapons and Ammunition  $   3.1  $   2.7 -15%

Other Products  $   0.6  $   0.4 -26%

Unmanned Systems  $   0.3  $   0.2 -23%

Land Vehicles  $   0.1  $   0.1 0%

Ships & Submarines  $   0.1  $   0.0 -92%

Total  $ 71.2  $ 55.2 -22%

Aircraft, Competition 2010 2011 2012 2013

Competition with single offer 2% 1% 1% 1%

Competition with two offers 7% 9% 8% 18%

Competition with 3-4 offers 7% 6% 5% 6%

Competition with 5+ offers 3% 2% 2% 3%

No Competition 82% 81% 84% 72%
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Figure 3: Top 5 Aircraft Vendors, 2002 & 2013 

Constant 2013 $ Millions 

Source: FPDS; CSIS Analysis. 

Since the period of industry consolidation in the 1990s, 

Boeing and Lockheed Martin have dominated the Air 

Force Aircraft sector. Between 2000 and 2012, the two 

firms together received, on average, 60 percent of all Air 

Force Aircraft contracts in any given year. In 2013, after 

sequestration, that share dropped to 53 percent of all Air 

Force Aircraft contracts award dollars. While this 

represented a moderate drop in share of total contract 

obligations, the two firms retained a majority of all 

contracts. It will be interesting to see if this down tick in 

overall share in 2013 holds after sequester passes. Also 

of note, under sequestration the two firms actually 

increased their market share of the broader Aircraft 

sector across all of DoD, rising from an average of 52 

percent to 56 percent of contract award dollars.  

Future Acquisition Program Policy Considerations 

Long-Range Strike Bomber Request for Proposal (RFP) 

At the 2014 Bloomberg Defense Summit, Secretary of 

the Air Force Deborah Lee James announced the Air 

Force intends to issue an RFP for the long-range strike 

bomber (LRS-B) in the fall of 2014.5 The last of the 

three major Air Force modernization programs, the LRS-

B will replace the aging B-52 bomber fleet. 6  In the 

summer of 2013, Lockheed Martin and Boeing 

announced they planned to form a joint team to bid on 

the LRS-B. With an already small vendor pool, this 

move left the Boeing-Lockheed Martin proposal and the 

Northrop Grumman proposal as the only two likely 

options.7 While the program is steeped in secrecy, senior 

officials remain committed to the $550 million per 

aircraft price tag, excluding development costs.8 

Sixth-Generation Fighter  

Even with the F-35 still in development, senior Air 

Force officials have talked about the need to “start 

                                                 
5 Aaron Mehta, “James: Air Force Expects Long-Range Bomber RFP 

in Fall,” Defense News, February 26, 2014 
6 The other two major Air Force modernization programs are the KC-

46 Tanker and the F-35A Joint Strike Fighter. 
7 Bill Sweetman, “Boeing, Lockheed Martin Form New Bomber 

Team,” Aviation Week, November 4, 2013. 
8 Stew Magnusson, “Air Force Official Promises More Openness on 

Long Range Bomber Competition,” National Defense Magazine, 

March 11, 2014.  

working on the sixth gen fighter.”9 The F-35, described 

by Frank Kendall, while he was acting undersecretary of 

defense for acquisition, technology and logistics, as 

“acquisition malpractice,” has been plagued by time and 

cost overruns. To date, the F-35 is seven years behind 

schedule and $163.0 billion over initial cost estimates.10 

As early Air Force R&D investments in sixth-generation 

technologies starts, the mistakes and lessons learned 

from the F-35 should be considered.  

Unmanned Systems 

The role unmanned aerial systems (UAS) play in the 

long-term outlook of the Air Force aircraft industrial 

base is still being determined. While UAS proved their 

value in Afghanistan and Iraq, senior Air Force officials 

remain dismissive of their value in future threat 

environments.11 How much the United States invests in 

UAS will shape the future trajectories of both the 

manned and unmanned aircraft industrial bases. From 

2000 to 2013, contracts labeled for unmanned systems 

averaged less than one-half of 1 percent of total Air 

Force contract obligations. The evolution of the role of 

UAS will be significant for both industrial bases as it 

presents an opportunity to open the broader aircraft 

market to more competition and innovation opportunities 

for small, medium, and large vendors alike. 

Conclusions 

While areas for concern exist, the Air Force aircraft 

industrial base remains prepared to ensure U.S. 

technological superiority for the near future. However, if 

sequestration continues, the long-term outlook remains 

less certain. Under further sequestration, the downward 

trends seen in 2013 will only be further exacerbated, 

necessitating difficult choices as to where acceptable 

risks in the industrial base might exist.  

With or without sequestration, difficult questions remain. 

What role will UAS play as the technology evolves? 

Will foreign competitors try to enter the market to 

increase competition? Will the Air Force find funding 

for new programs (T-X Trainer, Joint Surveillance 

Tactical Attack Radar System replacement, etc.) outside 

of the big three priority programs? Today, the industrial 

base stands at an inflection point, where single decisions 

made, both in government and industry will determine 

the U.S. competitive advantage for next 20 years.   

—Rhys McCormick 
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Politico, February 16, 2014. 
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2002 Top 5 Vendors 2002 Obligations 2013 Top 5 Vendors 2013 Obligations

Lockheed Martin 8,307.40$             Boeing 5,074.80$             

Boeing 6,482.61$             Lockheed Martin 3,431.11$             

United Technologies 2,063.32$             Northrop Grumman 1,533.16$             

Raytheon 1,041.92$             L3 Communications 1,163.72$             

Northrop Grumman 820.13$                 SNC 928.67$                 

Top 5 Total 18,715.38$           Top 5 Total 12,131.46$           

Aircraft Total 22,389.98$           Aircraft Total 16,059.90$           

Top 5 Share 83.6% Top 5 Share 75.5%

Top 5 Aircraft Vendors, 2002 and 2013 (dollars, millions)
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