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~ABSTRACT 

. % .
The primary objective of this thesis is to familiar-

ize the reader with the budet decision making processes

, and considerations which influence the form,.ulation of--.

.Wthe Department of the Navy's (DON) budget from the..,

i ~~perspective of the Office of Budget and Reports MOR),.-..

,- the impact of resource allocation (budgetary) decisions

m"%. upon the overall framework within which DON, budg7etary,. -

decisions are made, the organizational structures of tine .

Office of the Comptroller of the Navy ('JAVCOMPT) and the_- ':

Office of 3udget and Reports (OBR) are outlined and -

their respective duties and responsibilities delineated-. ''
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This thesis is pri[,marily concerned wis he bud-,Ie:

decision processes within the Department of thne :Iavy

(DOI]. included will be an overview of t'ie ervi-ron:,-enrta.

f ra.iewor"': wirin wh.icn tne bud -etin - rocess co sn-

-V- j~ucted, thie functionzi which a budget cerforrms and lz~

characteristics, and a -Jescription of hlow audg-ezin_ iz L

into 7eneral decision makin- trieory. i~ Deparrti~enz; 3f

t;ne :Uavy (O)oud-,et process is -uidea sy tcie

Le,- of crie 1!avy (JIAVCOMIPT) , DiLrectUor ofut and

Reoorts (CISB) and the Director of toe 7isca-± '-a na,, e i e n

Division, Off ice of the Chief of Java! 3perazian3

(OP-92). lIe will outline tne internal and exzerna'

0-% or-anizational relaltionsnips of zthese units a-- -weii a--

tine functions performeid by tnese d-epartm,,-ents; in rndte

% ~respons ibil ities ass igned to the ir ,;ubun i ts. A eec

o v e rview a nd -Iio re d et a4iedj i n ves iatio n o f t ie 5, e c -L' f

o f the budg-Iet d ec iion max ng process are exn:,;ined fro-.

tne various deoat-tmental perspectuives and cocrdinja::on )f

tnese decis ion ef forts wilil be d is:cuss-ed at en ;.

K"A ~Certain :metoodolog-y was us.ed toQ Tatoer toie d at,

ideas and to report t iie orocedures- w,1cII 'We discussZ .i

thi-Ls toeSis. To d er,:,n the requirem,,ents3 of ;iii-

L reatment , 3 oilio,rapnic e ar co wija s c o nsuc ed un:



aVailao.le ii. brary resources3. Defen ;e -o:sisS

n 4'or.i a -Uo n ~c n an -e (D LS and oe s is a d v ILr s -en.-

3rced ,.,ey an t. Of aar-cic u ar n ote 6;e re ,ne aw 'ai

i n foDrm:at ion sou rc es o f writt en dat a j z-Lil'z ed Zi~n "1 .1

zti es i:3; tn e 3udJ7e t Gu idJa nc e :; a nu ai ( P!AV C O TI PT 7 10 2

and tne Cociptro-ier of trLie Alavy a nu a A dd iio n a.

u ppo r',i rI d a ta w as o o -a In ed f ro r. v a rous other sourcer

as per cune bibiioTra Imy.

To aur.ment tche literature review, a resecrcmi f3e-s

troto 7as~iin.,ton D.C. (?enta )a uid inz),or pcf

lcai~y to tine Office of Bu~tand . eporcs; (Dd) ;.-a

conuucced in cne montn of -ebruary 130-5. D ur in- i ;:v

trip nu:;rerou3 Dud, -et d~vi.-)on Dff-cials anal :ne r cssorL

bud, ?e nalysts, aere in-ev ieweu. 11e.3e :neviw

roice..ana ion;3 of cure iin, a:;e between -,Ie wri7-,tn1

poiicy requiremenzts and tcue reality of crne _cud ;ec

e n v ironm~en- in wnlcin rezource a-Llocation dlecisions are

,-.:a je ..iinin :;he ?enta -an itself, pro, rauinforcio

.3earcies were iade oy -,and aS wai. FS by colwo:ucer

Ouccess in tnes-e efforts3 .-as -,reaTly ellnanced vy cure

exces tional cooperation of cure Office of 3ud eL and

Pep~~ ort Od er on ne~

Us)on return f rot: ciia f rCIA rsearch- trio, infor:;,ac ion

co e c .i wasc Ci. i at e d a n a repr e --e . 1. -law-D

pe:-iod icaiL.y for pur pos es -)f aradzain T, e



org;anization of ;ti tLIesio into fve c~ia,)ers fwa-

* oecJled upon for ease of incorporation into toe ':ava-'

Pozt-graduate 3cooi's Public Policy Processes Course

(,;:l3172) Liacn chapter, with rinor outsi-4de rp'is,

I will: be able to stand alone. 'loreover the independent

reader wi-Ll be able to understand part of the Depar...ent

of :.he iWavy's (DO,) bud-Tet decision makin- process a--

4 occurs wi.zntre Penta-on.
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This chapter outlines the following general budgetary

and decision making topics: the role that budgeting

plays in the overall manage-.ient process, tie different

characteristics of a budgyet, the environment within wh.ic.

-j the budgeting process must be performed, the aids by

which the complex problem of budgeting is simplified and

the interrelationship between general decision makin--

theory and the budgeting process.

The national defense effort has been predominantly

viewed in terms of military strategy, tactics and

hardware requirements and capabilities. However,

increasin- demands being ade upon this nation's limited -A

resources and the increased emphasis being placed upon

reducing the amount of federal spending, as reflected by .5,

the 3alanced Budget and Emergency Deficit Control Act of

1935 (Gramm-Rudman-Hollings), is changing the manner in

which the national defense effort is being viewed. :lore

so now, than ever before, the decisions pertaining to

national defense are bein,; viewed in an economic sense.

J,

Charles Hitch and Roland ! ic'ean place this concept into

perspective by stating [Ref. 1:p. 29]:

The debate about the scale of the military effort will
take place in terms of the budgets (and the

12



capabilities various budgets will buy), not in ter::is of
commodities (and the weapons they can produce).

'!hen viewed from an economic point of view, national

defense can be considered to depend upon three factors

[Ref. 1:p. 4j:

- the quantity of national resources available

IV ,
- the proportion of national resources allocated to

national security purposes

- the efficiency with which the resources allocated to

national security purposes are utilized.

The first economic factor (the quantity of national

resources available), which directly impacts the scale of

the national defense effort, is a concern of the highest

level of decision making in the resource allocation

process. Decisions at this level are of primary concern

to those parts of the government such as the Council of

Joint Economic Advisers, the President, the Congress and

the Joint Chiefs of Staff.

The second economic factor (the proportion of

national resources allocated to national security

purposes) exists at the next level in the resource

allocation process. Decisions at this level are of ___

primary concern to those elements of the government such

as the Office of Management and Budget and the various

Appropriations Corimittees of Congress.

The third economic factor (the efficiency with which

the resources allocated to national security purposes are

utilized) is of primary concern to those elements of the

13
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government such as the Department of the Defense and

subsequently the Department of the lavy.

The 'Budget of the United States Government', as

submitted by the President and approved by Congress, of

which the Department of Defense and Navy's budgets are a
-.. "-

subset, is the principal instrument by which national

resources are translated into specific courses of acticn.

The degree of success by which the Budget achieves this

purpose is dependent upon the influence of budgetary

'policy' upon the resource allocation (budgetary)

process. Russell M4oore describes the importance of

'policy' upon the decision making process in the fol-

lowing manner [Ref. 2:pp. 1-49]:

The principal task of policies is to give consistency
of decisions while still allowing different decisions
on different sets of facts to be made. Policies thus
furnish the framework for plans. There is consequently
a close relationship between policies and delegation of-
authority.

The word 'budget' has many different r.eanin~s and is

interpreted differently by different people. The

Department of the Navy Budget Guidance 11anual

(!IAVCO!IPTINST 7102.2A) defines a 'budget' as follows:

A budget is a document which expresses in financial
termis a plan for accomplishing an organization's
objectives during a specific period of time, it is 3n
instrument of planning, decision making and :ana.enent
control. The budget is also an instrument of fiscal

policy and a statement of national priorities.

One should, after examination in more detail of the

above definition of a 'budget', quickly realize that the

F. o
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primary purpose of a 'budget' is that of bein, a ,,ana~e- ,e

ment and decision making tool and much more than a ,.iere .. 4

accounting tool by which to keep track of monetary

distributions. If viewed from a management perspective,

a 'budget' can be considered to possess certain charac-

teristics. Aaron ?lildavsky outlines the various 'budget'

characteristics in tne following terms [Ref. 3:pp. 2-4]:

-A budget is intended behavior because funds are
approved and granted for specific reasons, spent in
accordance with instructions and expected to achieve
the purposes stated in the budget.

-A bud-et is a contract because Congress approves
expenditures, purposed by the President, under
specific conditions based upon a mutual understanding
between the President and Congress.

-A budget is a precedent because programs which have
been enacted are much more likely to be funded in the
future.

-A budget represents expectations because department..
predicate their requests upon certain expected events
such as the expected enactment of a particular piece *

of legislation.

-A budget becomes a plan wien it is coordinated to * 4
achieve predetermined goals or objectives.

-A budget is a strategy in that the level of fundin7
granted to an agency is predicated upon the amourt
requested by an agency attempting to allocate funds
in a manner which favorably enhances the budgetary
goals of that agency.

The budzeting process should be viewed with the

following environmental factors in mind:

-The participants in the budget decision making.
process are not always clearly defined.

-It is a mixture of technical and political
influences.

e\¢ -'.
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-It is an inherently complex process.

-It occurs between parties whose relationship is a v
mixture of cooperative yet-conflicting interests.

The rules by which one is allowed to participate in a

particular budget decision are not always clearly defined

and understood. These participative rules are usually

well established, but not always readily apparent to the

casual observer. :!ichael Hobkirk describes these written

and unwritten participative rules in the following manner

[Ref. 4:p. 39]:

Participation in the decision making process does not
occur at random. There are numerous written and
unwritten rules governing how an issue may enter the
system, who can become involved, who must be consulted,
etc. The rules of the game are devices for ordering"..
how minds are brought to bear on a problem. An
unwritten code of ethics determines how a participant
must relate to others in the bureaucracy. This code is
constantly evolving through changes in the written
rules, personnel and the general environment.

Budgeting is conducted in an arena which can best te

described as a curious mixture of two dichotomous .. '.1

extremes. On one hand there is the purely objective ,.

(technical) viewpoint toward budgeting. The criteria

utilized under this approach to budget decision making is

simply to choose that alternative which makes the best

economic or business sense. The rationale used in this

approach is, basically, that, as long as the numbers are

right in an economic sense, the proposed budget should -o

through (be approved). The other extreme toward budget

decision making is much more subjective in nature. The

,''-.4

. - . . . .. . . . . . . . ..- o..



criteria used under this approach to budgeting is in

terms of what kind of budget will be supported and

approved by the superiors in the budget decision making

chain of command. The rationale used in this viewpoint

is that a budget which is right politically should -o

through (be approved). Aaron Iildavsky describes tis

curious budgeting arena in the following :.ianner [Ref.

3:P. 1431:

Most practical budgeting may take place in a twiliht
zone between politics and efficiency.

The budgeting process is an inherently co:mplex

process. W lithin any large organization, particularly the

federal government, there exists an enormously large

number of items or programls, many of which possess grea a t

technical complexities. The complexity of budgeting is

compounded by its taking place in a context in which ti:.ie p-"

is typically short; there is never enough money; people

disagree upon how to spend it, the consequences of budget

decisions are not fully known and, while the bud-et

decision makers have some latitude in their decision

making alternatives, their actions are influenced by

other people. In order to overcome this complexity,

budget decision makers seek to simplify their problem by

adopting any or all of the following techniques [Ref.
U7

5:pp. 5-61:

-heuristic aids to calculations

-incremental approach to budgeting"

. 17
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-the utilization of satisficing.

One method of reducing the burden of budgeting is for

the decision maker to adopt heuristic aids to budget

calculations. Decision makers make small budget changes,

observe the impact of those changes, and allow feedback

to determine the impact of their budget decisions. An

example would be the implementation of across-the-board

cuts and the simple reliance upon feedback from their

constituency to inform the budgeteers of the conse-

quences of such decisions.

Another method by which budget decision makers see

to reduce the complexity of budgeting is to institute

incremental budgeting. 'hen utilizing an incrementa'

approach to budgeting, budget decision makers do not

. review the budget as a whole. Under this concept the

prospective budget is based upon the previous year's

budget with major emphasis given to marginal decreases

or increases. The budget decision maker can consequenty
. °..

concentrate his efforts upon a relatively narrow margin

of the overall budget. Paramount to the concepts of

incremental budgeting is stability in the base budget.
- *-. -N

It is stability which gives incremental budgeting.-

application and usefulness in the budgeting arena. Tine

rationale, upon which the base budget is predicated, is

seldom questioned and, if changed, is not changed

lightly. Agencies, under incremental budgeting, can

s4.

4-. "".13
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count upon receiving a level of funding similar to the

amount they received the previous year. The amount

which they expect to receive under incremental budgeting;,

greatly outweighs the amount which is left open to

debate and scrutiny.

Another method by which budgeteers attempt to reduce

the complexity of the budgeting process is to 'satis-

fice'. 3udget officials often do not try to maximize

when making a budget decision but satisfice (satisfy and

suffice). To reduce the complexity, budgeteers often

reduce their goals or sights. They establish minimiium

levels of expectations for the proposed budget and -,,ihen..

the budget meets this minimum desired level of perfor-

mance, they cease seeking the optimal budget decision.

The budgeting process is conducted between parties

whose relationship is a mixture of cooperative yet often

conflicting interests. Central to this concept is the

differing roles played in the budgeting process by the -.

advocates (agency) and the guardians (budget review

personnel) of the budget. The agency is expected to

provide the guardians a choice of items from which

budget reductions (cuts) may be made. The Tuardians are * .-

expected to provide the advocates budgetary limits

within which to make budget decisions. Both roles are

intertwined and dependent upon trust and confidence to

succeed. Without trust, the communication between the
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two parties breaks down, resultingr in the agency either ..

askin- for too much (leaving money idle) or too little

(requiring supplemental requests at a later time).

'Jithout trust, guardians impose stricter controls, wiich.

leads to the advocates engaging in deception, which in

turn leads to even more increased controls by the

guardians. Consequently, no one in the budgeting

process can count on anyone. In this vicious cycle,

everyone disregards the original budget.

As evidenced thus far, one important underlyin- the.e

pervading the discussion of budgets is that budgetin is

principally a decision making process. Let us, for the ,: ,

moment, divert our attention from budg-eting itself and

concentrate our efforts upon gaining a better under-

standing of general decision making theory and how it

relates to the budgetary process. Efraim Turban and

Jack Meredith define 'decision making' as follows [-ef.

6:p 4]: '

Decision making is a process by which one chooses
between two or more available alternative courses of
action for the purpose of attaining a goal.

Uhen comparing the definitions of a 'budget' and

'decision making', as previously given, it becomes

obviously clear that the objective of each is to pursue

a plan or a course among alternatives to achieve an

organization's goals. Decision making is, thusly, an

integral and inseparable part of the budgeting process.

20
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Budgeting is, therefore, nothing more than a specialized

type of decision making.

Decision making may be viewed from basically two

perspectives:

- decision making under normal circumstances

- decision making under stress or crisis

Decision making under normal circumstances is

compromised of the following steps:

defining tne problem

- searching for alternative courses of action

- evaluating the alternatives

- selecting one alternative

- implementation of the alternative

- evaluation (later) of the alternative.

',hen viewed in the context of budgeting, the steps

to decision making under normal circumstances can )e

thought of in the following rianner:

- Definin- the problem, to the budgeteer, means 'V-.

obtaining an understanding of the relative impor-
tance of the various items in the budget to the
other elements contained in the budget.

- Searching for alternative courses of action involves
the formulation of different resource allocation
proposals for consideration.

- Evaluating the alternatives means determinins the
advantages and disadvantages of each resource
allocation proposal and their impact upon the
other activities oerformed ay thIe agency. -7V

- Selecting an alternative implies an attempt to
choose the 'best' course of action which, in budget
terms, often means choosin7 that alternative with the
least disadvantages.

21
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- Implementation of the alternative means enacting the
resource allocation proposal by promulgating it as
part of the formal budget.

- Evaluating (later) the alternative requires the
comparison of actual results or effects obtained
by the chosen alternative against the desired or
planned results.

The decision making process during the normal

circumstances above yields the best results only when

applied to a single situation or problem at a tii:.e.

Under normal circumstances, if the decision maker

encounters several problems, they should be viewed

simply as a series of individual problems and solved by

applying the steps outlined above in a sequential manner.

The steps to decision making under normal circum-

stances establishes the framework for understanding tie

decision making process. 'Iuch of the budgetary decision

making, however, occurs during periods of stress,

thereby :making it encurabent upon the budgeteer to

recognize and understand stress anJ its impact upon the

budgetary process.

The negative impact of stress or crisis upon the

decision making process is easily observed and evidenced

by the following characteristics:

- outcome is uncertain 9,

- sirmultaneous multiple problems

- changing goals or objectives

change in organizational structure %9...
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- change in lines of comr.unication

- short time constraints

- increased workload

- sense of anxiety, fear or panic.

The ultimate result of stress is that the decision

maker is placed into an uncomfortable state of disequi-

librium. Once placed in this situation the decision

.laker attempts to regain a natural state of equilibrium-

in which he is more comfortable. James Cribbin describes

this adjustment process as follows [Ref. 7:pp. 204-2051:

onjoin g behavior is blocked

manager is placed into a state
of disequilibrium

various ways to overcome the thwarting...
situation are tried

tension-reducing response is discovered .,

adaptive behavior maladative cehavlcrresolvesl

resolves disequilibrium short terM reducticn
and need satisfaction, but

no lasting solution

As indicated above, the behavior wiiich a decision

maker could adopt in an effort to regain a state of

equilibrium may take the form of either adaptive or

maladaptive behavior. Adaptive behavior, in the budget-

ary sense, primarily consists of the budseteer seelin,.

23

S ' 3 -
.-o" o



- - - - - - - - --- -- ' - ° ~

out the latest and most accurate information from all

available sources (superiors, field activities, peers,

etc.) to reestablish an updated data base froir which to

predicate new decisions. James Cribbin describes the

fornis which maladaptive behavior may take as follows

[Ref. 7:p. 205]:

recourse to aggression

- withdrawal (from people or problems)

- deception (to save face and maintain respect).

It becomes obviously clear that the appropriate

course of behavior which a budgeteer should adopt is

along the lines of adaptive behavior, from which, long

lasting and more permanent solutions ray be realized,

versus maladaptive behavior which yields only short

lived relief from the crisis situation.

Highlighted within this chapter have been the

following major concepts; a budget is nothing :more than

scecialized decision m~aking, a budget is principally a

m.,anaement tool and much more than a -tere accounting-
device, and the budgeting process is greatly influenced

by policy established by higher authority.

In the next chapter we will exam ;ine; the external-

and internal organizational relationsiips of the Co.-

troller of the Navy INAVCO0PT), the functions performed

by ;!AVCO'MPT in suocrt of the overall NJavy organization,

i;! 5,...
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and the responsibilities fulfilled by the sub-units

within NAVCOHPT.
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III. TIHE CO,"NPTIROLLER OF THE LIAVY L'IAVCOM-PT) "

°,,%,.. *

Before we approach the Navy Budget Office (11O)

itself, we should first gain some understanding of the

responsibilities and organization of the Comptrollpr of

the N-Javy (N4AVCOM.IPT) This chapter outlines the follo.win"""

issues and topics peculiar to NAVCOIPT; the external and ,__

internal organizational relationships of ,jAVCOMPT, the

functions performed by NAVCOMPT in support of the

overall Javy organization, and the responsibilities

fulfilled by the sub-units within NAVCOMPT.

The Assistant Secretary of the Navy for Financial

,anagement, AS;,(F'I), is additionally assigned the 4

responsibility of fulfilling the dut.es as the Comptrc-l-

ler of the Navy. It should be noted that the position

of ASA(FI) is an internal Department of the Navy (DO:J)

organizational prerogative of the Secretary of the :,avy

(SECNAV), while the position of the Comptroller

(lAVCOMPT) is required by Congressional statute.

The Office of the Comptroller of the Navy was

established by SEC':AV on 1 June 1950 in accordance ;;it. .'-'.'

the provisions of Title IV of the National Security Act

Amendments of 1949. Since its inception, the broad

mission assigned to NAVCOMPT has been to establish and

imr.plement principles, policies, procedures and systems |i

26
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I which would ensure the effective control over all

financial matters within the DON. Table One depicts theVexternal organizational relationship between the Com2..:-

troller of the Navy and the overall Department of tne

Navy structure.

-- 6

TABLE ONJE

"DEPART*,MEN-T OF DEFEN SE OR0,12IZATIONAL .-

STRUCTURE (SI>I-PLIFIED)"I
[Ref. 8:p. A-651

SECRETARY OF DEF-ENS]

DEPUTY SECRETARY OF DEFE71SE

OFFICE OF' >
SECRETARY OF
DEFENISE (052J~

AFSSISTANiT SECRETARY CHIEF OF INAVAL CNANDANT 7~
OF TIHIE NAVY, FINANCIAL OPERATIONS M'10) THEIA'iI:

I AN G E , E NT SCORPS (C:;C)

CON-'PTROLLER OF T-HE
NAVY (N!AVCOI-IPT)

As the fiscal/financial armi of SECNAV, the Comp-

troller was dele-ated responsibility for performin6 th:e%

following- functions [Ref. 9:p. 1-1]:

X7
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- budgeting -dd

- accountin-g-

- progress/statistical reporting

- internal auditing

- management information systems P

- financial assistance to defense contractors

- administrative organization structure and mana-'eri-
al procedures related to such responsibilities
within the DON.

As one can quickly gather, the Comptroller is,

indeed, responsible for all financially related matters

within the Department of the 1:avy (DON). The Dudet

Guidance Mianual (:AVCO1PTINST 7102.2A) states, .That .ie

budget functions of the Comptroller of the :javy occur ""

during all phases of the budget cycle, including for:,Juia-

tion, presentation, and execution." "

The Comptroller of the ;Javy is assisted in fulfilln-"---

his financial responsibilities by the following sub-

units whose organizational relationship to isACOPT is.*, "i-;

depicted in Table Two below:

- Deputy Comptroller

- Assistant Corptroller, Financial Management Systeims

- Director of 3ud-get and Reports (C').

20)
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TA3LE T'UO

"CO1IPTIOLLER OF T!iE JAVY ORGAJ.IZATIO:;AL
STRUCTURE (SI:IPLIFIID)"

[Ref. 9:pp. 1-411

COHPTROLLER OF T:E NAVY

DEPUTY CO:,PTROLLER OF THE NAVY

DIRECTOR, ASSISTA:IT CO'IPT OLLLE.,
OFFICE OF BUDGET FIrA:ICIAL 'AAGE:ME UT
AND REPORTS (NICB) SYSTEMS

DEPUTY COMPTROLLER. The Deputy Comptroller provides

assistance, as directed, to 'AVCOMPT and in the absence

of the Comptroller, functions in his behalf. Specific

daily duties of the Deputy Comptroller include the

supervision and management of the Office of the Cor.:trol-

ler of the Navy and related field activities.

ASSISTANT COMPTROLLER, FINANCIAL MANAGEMENT SYSTEMS.

The Assistant Comptroller of Financial Nanagement

Systems provides assistance to the Coiptroller by

for:;ulating policies and procedures to be utilized in

the implementation of financial management systems wnich

are designed to improve the effectiveness and efficiency

of the financial efforts throughout the DON. Other

selected functions performed by the Assistant Coiiptroller

of Financial Management Systems on behalf of IAVCO!PT

are listed as follows [Ref. 9:pp. 1.43-451:

29
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evaluates and approves financial rana-erient systems
for both appropriated and nonappropriated funds *"*-'.'

throughout the DOI,,'

- maintains the DOI' Five Year Defense Progra:i ...

- oversees the DO11 Internal Review Program

- appraises the effectiveness of new and existin
DON, financial management systems; identifies adverse
conditions and recommends corrective action for
financial management problems throughout the DON-.

The above list of selected functions performed by

the Assistant Comptroller of Financial Nanagement

Systems is by no means a complete listing and the reader

is referred to the 1NAVCOM1PT 'Manual, Volum e One for a

rm-ore complete listing.

DIRECTOR OF BUDGET AND REPORTS. The preponderance

of the budgeting responsibilities (at the secretarial

level) assigned to NAVCOM'PT are performed by the Office

of 3udget and Reports (OBR), which is supervised by the

Director of 3udget and Reports (IC3). The following is

a list of selected functions assigned to the Director of

Budget and Reports (JCD) [Ref. 9:pp. 141-43]:

- acts as the principal point of contact for outside
agencies and other military department budget
offices in all DOI, budgetary matters

establishes the general principles, policies and
procedures which govern the preparation, presenta-
tion and administration of the DO. budget

- establishes the appropriation structure which
provides the framework for the preparation and
subsequent justification of the Javy budget

- directs the analysis and review of budget esti::,ates
of the DO1 and the presentation of the budget to

30
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the Secretary of Defense (SECIJEF), the Office cf
>.anarement and Budget (O>1B) and the Congzress

- exercises fiduciary control at the DON level

- issues policies and guidance on reprogramming of

approved funds.

The above list of selected functions performed by

the Director of Budget and Reports (11CB) is by no means

a co.iplete listin- and the reader is referred to the

iAVCO>,IPT Manual, Volume One for a more complete listing7.

In addition to functioning for the Secretary of the

Navy (SECNAV) as the supervisor of the Office of Buds et

and Reports (0M3R), the Director of Budget and Reports .

(MC3) functions in a dual capacity (dual hatted) to the _

Chief of Naval Operations (C'1O) as the Director of the

Fiscal lanagement Division (OP-92). Table Three outlines

the relationshiD of OP-92 within the overall C:1O organi- *:.

zational structure.

31
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TABLE THREE .

"OFFICE OF THE CHIEF OF NIAVAL OPERATIO:!S
ORGANIZATIONAL STRUCTURE (SINPLIFIED)"

[Ref. 1O:p. E-1

CHIEF OF NAVAL OPERATIONS *-

OP-O0 0

VICE CHIEF OF NAVAL OPERAT:IOS 1
OP-09

DIRECTOR, INAVY
PROGRA'i PLA.NA4

OP-090

* 4 q.

DIRECTOR, FISCAL
1 .A 1; AG E11 E',NT

OP-92

The duties and responsibilities of the Director cf

the Fiscal Management Division (OP-92), within tne . VV

Office of the 020, are delineated in the OP1:AV Orar.za-

tional MIanual (OPNlAVINST 5430.48). The overall .issicn

assigned to OP-92 is the development and i:plementation. .

of a financial management and comptrollership syste.,, to

ensure the effective management control of funds and

resources assigned to the CIO. Selected functions

performed by OP-92 on behalf of the CiO are listed as

follows [Ref. 10:pp. F2-4]:

- formulates the budget for the CNO
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- supervises the preparation, analysis and review of -
the budget estimates for the CNO

- prepares apportionment requests for the C'1O and
allocates funds as appropriate

- reviews rates of obligation and expenditure of

appropriated funds and exercises budget control
for those appropriations assigned to the CNO l

- acts as the primary point of contact for the C:'O's
financial management program,

- functions as the C!IO's liaison with the various
Congressional Appropriation Committees

- acts as the responsible officer for the appropria-
tion accounts assigned to the C-O.

The above list of selected functions perfor: ied by

the Director of Budget and Reports (N;CB) in the role as

OP-92, on behalf of the C.1O, is by no means a coriplete

listing and the reader is referred to the OP'IAVD'iST

5430.48 (Organizational Manual) for a more co.plete -

l i s t i ng.

Of the responsibilities assigned to the Comiptroller

of the ;avy (outlined earlier in this chapter), it is

upon the 'budgeting' function and the associated decision

m. ak inT process that the remainder of tiis paper wjill

focus its attention. The activities performed by

NAVCOMPT during the DON budgetin;, process can be subdi-

vided into three basic phases; form;ulation (includin ,,

,uidance and budget review), presentation and execution.

Let us now examine the first phase of the DON budget

process, that of formulation.
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FORMULATION. The Co.,ptroller is responsible for

establishing department-wide policies and procedures to

be utilized within the DO. during the budget formulaticn

process. Preceding the formal budget formulation

process, NAVCOMPT provides assistance to the Chief of %

NJaval Operations (C:IO) and the Comm-,iandant of the :arine

Corps (CdC) in the preparation of the DON Pro~ra..i

Objectives Memorandum (POI). The PO! items will later

formulate the basis fron which the DONl budget will be

prepared.

The Office of Budget and Reports (OBR), on behalf of"

the Comptroller, provides substantive and technical

Jirection applicable to all phases of the budget for:.:ula-

t.Gn process. The budget 3uidance promulgated by the
I

Office of Budget and Report (OBR) is a com,-posite of t.le

requirements from several sources; the Office of i;ana;e-

ment and 3udget (013) circulars, policy guidance fro.'

the Secretary of Defense (OSD) and the Secretary of the y

:Navy (SECUAV), and various other directions received

from the Congress. %

An important aspect of the budget formulation

process is the 'budget review' conducted by the OD3, on

behalf of the Comptroller, of the budget estimates

sub:.itted by the various conimands throughout the DO:.

The OBR reviews the budget estimates to ensure that they

reflect SECNAV's policy decisions. After the budget

3. i:!:::. .:

.%, --. ",
- - -.- -. - -. p J * - A . - -.-. .* P *-. ~ - -, * 4



* o 4. . . . ... . ..... •-. -°.

estimates are reviewed, the OBR prepares the formal D014

budget for submission to the SECDEF for OSD review. The

review of the DO, budget by OSD is conducted in conjunc-

tion with OBR staff analysts. The OBR budget personnel Wbr

subsequently provide guidance to the various DO> compo-

nents for the preparation of reclamas to the proposed

OSD budget decisions.

PRESENTATION. After its approval by SECIIAV, the

Comtroller presents the DON budget estimates to the

OSD, as indicated above, and 013. The Cor:, troller is

responsible, after the President's budget is subIitted,

to Congress, for presentin, the DOM portion of that

budget before the various appropriation co,mittees (::AC

and SAC) and for providing any additional infor:-.aticn

requested by Congress on all DON budgetary and financial ..

matters.

EXECUTION. Once Congress has approved the Presi-

dent's budget, the Comptroller reviews apportionment.

requests fro:m the various DOI' cor.- mands and prepares an

apportionment plan for subm.ission and approval by 0>3-I-

via 05D. The apportionment requests are reviewed by 03:

and OSD examiners who schedule apportionment hearin-s as

required. 'JAVCOPT staff members and cognizant program-_

officials participate in the hearings. After 3:12 5>

revie~ws and approves the apportionment plan, tiie Co;.:It-

roller allocates the apportioned funds tc the respective

35"•"
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responsible offices and, thereafter, continuously

reviews their budget execution performance against tne

approved budget plan. If the budget execution perfor- -,

rance review yields a deviation from the budget plan,

NAVCO!.PT implements appropriate budget readjustments

throu-h revised allocations to the responsibi-e offices.

Table Four depicts the overall apportionment and alloca-

tion process applicable to the Department of the navy

(DON). The apportionment and allocation process is

designed to prevent the occurrence of funding deficien-

cies or excesses, especially in the annual accounts,

through the control of the quarterly obli,,ational rates.

Highlighted within this chapter have been the

following central issues and concepts: the Coa.ptroler

of the Navy (UAVCO"PT), acting on behalf of the Secre-

tary of the N.avy (SE.CNJAV), is responsible for all

financially related matters (including budgeting) withir

the Department of the Navy (DON); the Director of Sudset

and Reports (11C3), acting on behalf of NAVCOPT, is

responsible for the control, formulation, presentation

and execution of the overall DON budget; the Director of

3udget and Reports (.'C3) functions additionally in

dual reporting capacity as the Director of the Fi~cai 

'Ianagement Division (OP-92); the functions performed by

NCB/OP-92, on behalf of the SECNAV, are perfornied under

the auspices of ACB and the functions performed by

36 ; ""
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'IC3/OP-02, on behalf of the Chief of ':;aval Cperations

(C10) , are perfor,.ne6 under the auspices of OP-92; and

that tne lines of responsibilities between CBand )P- -"

often overlap and occur s-I:iultUaneoUSlY.

'..ithin the next chapter we w-,ill investi-gate tiie

internal or,:anization of the Office of Sudrget and

Reports (032), the responsibilities of the various

sections within the COR, the dual reporting responsibii:-

I ~ties of the Director of the Office of 3ude adiport

(:'C2,)/Director of Fiscal >1anacemnent Division (OP-92) c,.nd-

the decision making processes within the :Javy BIudget

Office (,:130).

4
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IV. THE OFFICE OF BUDGET AID RFPORTS

In this chapter, we will explore the following issues

and concepts pertinent to the operations of the Office of

Budget and Reports (OR): the internal organizaticn of

the Office of Budget and Reports (OBR); how the sz;ructure

is set up and how it interacts with its parts; an

overview of the decision making process from the perspec-

tive of the Office of 3udget and Reports (03R) is

discussed and sectional responsibilities are listed and

related to this process; and finally the coordinated

responsibilities performed under the auspices of the

Director of Budget and Reports (:!CB) and the Directcr of

the Fiscal >anagement Division (OP-92) are interrelated.

The orientation of this chapter is toward the review,.-

of substantive -uidance and technical direction provided

by the 03R during the Department of the Tavy (D0:)

budgetary cycle.

The Director of Budget and 2eports (2iCB) is responsi-

ble for the internal manasement (at the secretarial-.

level) of the overall DON budget. This position, as

described in Chapter Three, is a dual reporting (du--

hatted) responsibility, the other role being that of rtI"-

Director of Fiscal ;:anagement Division (O?-92) 4nch, is, 1.

principally, the budget execution arm of the Chief of

39
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SNaval Operations (CNO) While serving as the budget

officer, on behalf of the Secretary of the Navy (SECNAV),

he is functioning as NCB and while serving as the budget

execution officer; on behalf of the CNO, he is function- -

ing as OP-92. Table Five depicts the organizational

relationship between NCB and OP-92.

TABLE IVE

"NCB/OP-92 ORGANIZATIONAL RELATIONSHIP"

SECNAV C NO

rASN(FM)/NAV-COMPT 0P-09J

INCB/OP-9e " "

I OP-90 I OP-91

The budget management process is most easily divided

at this point to obtain a better understanding of the

budgetary decision making process. First, it must be

-.'. realized that the dual role (NCB/OP-92) makes the budget

management relationships complex in that, as NCB, the

budget management is that of a secretarial level review

which encompasses all budgetary matters within the

Department of the Navy and the Department of the Marine

Corps. Such a budgetary relationship results, inherent-

ly, in an overlapping and simultaneous performance of

40
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budgetary responsibilities, on behalf of the SECNAV and

CAO, by NC/OP-92. It is upon the policy and substantive p*4

review (secretarial level review) performed by 1CB, on

behalf of the SECIAV, that the remainder of this paper

will devote its attention.

A substantial cortion of the budget 'formulation'

phase of the DON budget cycle involves a review by :!C3

of each submitting activities' budget estimates. The

budget estimates reflect a statement of managerial

objectives and priorities, as determined by the various

submitting offices. JC3 reviews the submitted budget.

estimates to determine where and to what extent these

objectives and priorities can be incorporated intc the

overall DON budget. Of primary i-,cportance is the

determination by NCB of a program's 'executability'.

Virtually all of the Navy Budget Office (N30) personnel

interviewed during the course of this study emphasized

the importance of a program's financial executability

during the review of the submitted budget estimates,

particularly prior to the secretarial level review.

Ixecutability may mean different things to different

people. Here, the term executability means that the

program (whichever it miay be) can be executed or carriet 4.

out as planned during the budget year. Fixed and cost

reimbursement contracts per program:i are reviewed and end

item support phasing is determined to be achievable or

41



infeasible. To determine executability, a program's

prior and current year budget execution perfor.maance is

reviewed along with the lead time requirements for the

production or support of end items, pricing levels and

program schedule ti,:in-. The prelirinary determination

of a program's executability is the responsibility of

the submitting office. However, a careful review by C.-

analysts is required to identify potential funding-

excesses (which could be redirectecA into funding for

other programs such as those identified as 'unfunde[:.

requirements') and deficiencies (which would later -.

require supplemental funding).

The collaticn and synthesis of the various su0mitlin-

offices' budget estimates into an overall DO!I budget

plan for submission to the Secretary of Defense is

performed by the different divisions within the Office

of Budget and Reports (OB). A description of the

divisions within the OBR and the functions which they

perform is outlined below. Table Six depicts the

internal organizational relationships of the various

divisions within the 032.

Three divisions (IIC3-1, JCB-2, and :'C3-6), with.in

the 0D2, cou.prise the 'Budget Review Divisions' which.
are primarily responsible for making the preliminary

resource allocation (budgetary) decisions. The 3ud-et

Guidance :Ianual (:]AVCO',PTI.1ST 7102.2A) states that,
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These offices are also responsible for preparing or %

clearing, budget ,:iaterial provided to Congress in
support of DO'] appropriations. This material includes
budg-et 'ustification material, statements, transcripts -

of hearings, answers to questions, and back:up or
supportin, papers.

Budget personnel from. the Budget Review Divisions are

additionally assigned the responsibilities of attending w.-

the various Congressional committee hearings in the role

of supporting witnesses. Table Seven below depicts th1e

arount of funding controlled by the two

TABLE SEVEN]

"OFFICE OF BUDGET AJD REPORTS FU.NDING CO:MTROL""
Fiscal Year 1935 - Budget Authority ('illions)

[Ref. 12:pp. 6d.71-94]

; CB-1 (1) NC3-2 (1).'.-

PN 15,701 APH 10,937
:IRhC 4,945 :P i 4,354 - 4
RPN 1, 27 SCU 11 ,636
RPM4C 270 OPN 5,342
,0 HN 25,163 PliC 1 , 316
O1MC 1,640 RDTE 9, 19 7
OM11R 329 '-'C I , 535
OMM iCR 59 ICTUR 51
1SF 2,187 FH N/-IC 65U

S F 35
I I7F 15,374 (2)

.1CIF 102 (2)

Total 67,432 45,496
Percentage 59.7 40.3';

Niotes: (1) Includes Civilian Manpower figures
(1 C3-6 )."-

(2) Based upon Total Obligation fi.gures

prirrary departments within the 'Budget Review Divisions',

that of the 'Operations Division' (1C3-1) and the

'Investment and Development Division' (NCB-2).
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In ru..-iary, the 'Budget Review Divisions' deter.mire,

within the 3uidelines of control at their level, how

finalized and scarce resources are allocated within the

Department of the Navy (DOl).

The remaining divisions (;:CB-3, WCB-5, and INC3G)

perform various staff and support functions, in support

of the overall DON budyetary process. These staff

and support functions include, but are not limited to,

the following:

- controls of the DO!! budgetary process

- issues progranimnatic policy and budgetary Tuidance

- initiates the DOW budget cycle through their issuance
of the 'budget call'

issues budget schedules and forrats for preparation
of the DON budget 2stimates

- resolves appropriation conflicts between the various
OaR divisions

- maintains the DON appropriation structure

- ensures the reflection of audit findings into the
overall DON budget

- creates applicable budgetary finding docu;;)ents and
financial reports

- disseminates DON budgetary related statistical data.

NCB-1: OPERATIONS DIVISION. As tne 'Operations

Division', JCR-I is responsible for the budget formula-

tion of the military personnel and operations/,naintenance

efforts within the DON. The Operations Division is

*" '. W"4
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responsible for the bud~et administration of the

following appropriation accounts [Ref. 11:pp. 1-12]:

IPN ------ Military Personnel, Navy

MP,.iC ----- :ilitary Personnel, Marine Corps

RPN ------- Reserve Personnel, Navy

IP!IC----- Reserve Personnel, 'Marine Corps

0 11------Operations and 1iaintenance, ..avy

0 1M,'lC ----- Operations and Maintenance, 'larine Corps

----- --- ------ Operations and Maintenance, Navy Reserve

OMMCR ---- Operations and :M.aintenance, Mkarine Corps
Reserve

iISF ------ Navy Stock Fund ,

71CSF ----- ;larine Corps Stock Fund

NIF- - :avy Industrial Fund

!iC:F ----- -larine Corps Industrial Fund

.1"*

Mtarkups are influenced and changed, not only by

cognizant personnel within the various divisions, but,

also, by the Program Decision Mjemorandums (PDMI) adjust-

m.ents, Congressional actions or Congressional reactions,

Chief of Naval Operations/Co.,,andant of the i'arine Cor;:..

or Secretary of the Navy. Very often the new pricin.g

uiadance changes become comr:;on interdictions at this.

point. N-

NCB-2: INVESTMENT AND DEVELOPMENT DECISION. A.~ tne

'Investment and Development Division', NC3-2 is rejponsi-

ble for the budget formulation of the long term DOI .'

~46
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investment and development efforts. The investment and

Development Division is responsible for the budget

adm.inistration of the following appropriation accounts

[Ref. 11:pp. 1-121:

APJ ------- Aircraft Procurement, Navy

SCN ------ Shipbuilding & Conversion, Navy

IP"I - 'eapons Procurement, Navy

OPi ------ Other Procurement, Navy

P'!C ------ Procurement, M1arine Corps .-

RDTE ---- Research, Development, Test and Evaluation

C------ - lilitary Construction, ,!avy

ICNR ----- Military Construction, Navy Reserve

FUI,./M!C-- Fai;iily Housing, Hlavy ' arine Corps

This division conducts a preponderence of its

markups, follow-up actions, reviews and responsibilities,

in essentially, the same manner as MIC3-1, as described

above. 1C3-2, as ..;ell as NCB-1 , assists tne SEC'iAV in

the justification of various budget inputs and their

subsequent markups before Congressional co,.i-ittees, the

OSD, and the OMB, as it is found necessary. Specific

data that is requested by Congress is also prepared by

'IC3-2 and HCB-1. Examiples, such as, specifically

selected costs of acquisition are most prominent and any

time that Congress would require more data, these

divisions assist in the preparation of such data. A

)47
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greater tendency (particuiarly by .:C-2) is to conduct

examinations for 'phasing' or checking for require:lents

of the end product and cutting or reassi,;ning, assets if

not required until the following year. Here, unoziigaed,

balances, which will be looked at later in this paper,

are some of those procurement anomalities which hit v(-ry

hard at the :CB-2 division and make the monetary Jhtri-

bution more difficult to justify to the responsible

committees.

NCB-3: FINANCIAL CONTROL DIVISION. As defined i:-.

the Budget Guidance Manual (:IAVCOA-PTIi1ST 7102.2A), 3hi-

division administers the "financial control systems,

procedures for the apportionment and subsequent alloca-

tion of funds arid resources, and the reprogra, ming"

process". Here the creation of the funding documents is
4..'

performed and the financial reports are prepared.

General Accounting Office reviews, surveys and reports

are coordinated by this division. The enhancement of

available resources by the 'correctness' of controls and

the proper application of these correct controls is

managed carefully in this division.

NCB-4. ;t should be noted that, through past ors-ai-.

zational consolidations within .fVCO ,PT and the 0?, .

this division no lonIer exists within the oranizational

structure of the Office of Budget and Reports (93R).

4 -,
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NCB-5: BUDGET AND MANAGEMENT POLICY AND PROCEDURES ...

DIVISION. The divisional responsibilities andj a nor-% .

II

of 'XC3-5 are more w-idely dispersed and oriented to-,iart..:.

maintaining a 'big picture' perspective thar, the otn~er '"f--

divisions within the O3.-.  Aft er, and often during-, t- e :'-

dII Treview process, conflictin issues concernigoi

appropriaticn related matters often surface witc.;.r-

individual divisions within the 032 can not resolve.

Such conflicts often involve the determination anJi

establishment of policies pertaining to funding reonsi-.

bilities (who within the DO' is -oi r. to 'Day for it).

1C3-5 makes a determination of the appropriate lines rf

responsibility and issues resolutions to sucii conflict

situations.

During the internal'DOil budgeting process, t:e--

necessity to transfer funding responsibility fromn one

approoriation to another occasionally occurs."0--

analysts are responsible for reviewing such issues and N[

making recom,,endations regarding 'appropriation policy'

to the OBP, divisions experiencing difficulty resolving ..- .-

such conflicts.

The development and adm inistration of ijavy aujit

nianagement procedures, pertaining to the budgeting,

function, as well as their evaluation of and their

financial impact upon the Department of the N1avy (DOJ)

budget are controlled by NC3-5. This nay be

4(
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characterized by ,"'hat you can spend" and "iho is

responsible for spending it". i;C3-5 creates sor:e of .ne

ground rules for budget for.mulation. C3-5 will advise

the Budget Review Divisions by suggestinZ -miarks which are

based on audit reports which are originated by three

basic organizations:

- Government Accounting Office (GAO)

- Department of Defense (DOD)

- Department of the Navy (DON).

The importance of this is that it gives the various

analysts in the appropriate divisional structures a good

feeling for as well as the fuel for :aking early,

correct, and organized decisions for the preparation of

ti.e infor::mation in their respective areas.

rn The recor.imndations contained in various audit

reports are often overlooked by the submittin; offices

and, consequently, are closely exaniined by NC3 a:"

!ysts. Audit report findings are required to be re-
flected in the budget estimnates proposed by tuie sub:.i;-

flecte in 'h e bu.-..

tin- offices. These audit results are submitted :.r. t e

forn of an exhibit which is turned into the syste,-. -

Tis statement of audit savings i3 passed to :Ca-.

i:ir;ediately and then used in the formulation of the D"..-

bud ;et.

NCB-6: CIVILIAN MANPOWER DIVISION. The 'Civilian

(anoower Division' perforz, in a cong3ruenrt fashion, t..

'.'4
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sawe basic functicns as NC3-I and ICB-2 except that this

division is responsible for a different area of bud;et-.

.ianacement within the Office of 3ud-et and Reoort (02.)

The Civilian anpower Division prepares the mark u,

and final budget estimates for civilian manpower tnrough-

out the DON. This centralized budget decision ,1a.in-

capability is required because civilian , anuower crosses

many lines of control (civilians are in all facets of

toe DON) 03-6 is responsible for the inclusion of the -

civilian budget estimates into the overall DOU budget

and for the subsequent justificaticn of these estimates

before the Office of the Secretary of Defense (SD), tihe

Office of ':ana .ement and Budget (013) and Congress, much"

the same as the justifications presented by 'C-2-1 and'.

':C3-2 for their respective appropriation accounts.

NCBG: BUDGET EVALUATION GROUP. This division

serves as the 'quick reaction' choke point for the

internal m|anagement of crisis (short fused) budgetary

issues (within the OR). This 'crisis coordination' is -

required to ensure the timely collation and synthesis of

aii DOl budget issues which require quick response and

resolution. To properly accomplish this i:.mense task

:CBS is assigned the resoonsibility for the DO: budget

luidance and control. :!CBG evaluates the effectiveness

of the budgetary controls, within the Department of t-"e

Navy (DO!,), and is responsible for coordinating budgetary

51 " '
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decisions made by Office of the Secretary of Defense

(03D).

isdgetin; schedules and for::.iat are established for-

guidance and control, and proper operation is overseer

as closely as time constraints allow. Bud-et contro-

numbers (final) are maintained for both DO'i appropria-

' tions and individual appropriations. 5ecause the vo-L::e
. o~-. . '

of information is cyclical and time critical as well s,

massive in its quantity, a valuable interface with the

automatic data processinz system (ADP) is also coordi-

nated by :1C33. This division closely follows the review,

process to ensure the timely function of the ADP syste:;

and the trac,<ind of the various appropriations as.

necessary.

-ICB, is the office that puts out the 'bud-et call'

to the :iajor claimants (submittin; activities) -nd

schedules the requirement dates for resoonses 1fo:; ;ose

SOub. 1 i .in,7 activities. '..

The budgetary decision ma inz process continually

overlaps and cuts across divisional lines of responsibl-

ity within the 03. :C30 is resconsible for thne coordi-

nation of the overall oudgetin, efforts of the various -

divisions of the OR. 3udjet coordination by rCBG is

essential to the development of a 'consistent' budget

plan because of the decentralized bud.eta ry decision

:a,<ins process utilized witrin the DON. The syntnesi: f.-.
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of this cross movement requires sensitive coordination

by NC3G and it is hnere that one niay observe the earliest.

parts of the DON 's budget structure formulated and

synthesized.

Congress requires that the Department of Defense

(DOD) budget, of which the DON budget is a subset, be

structured according to appropriation accounts. :C3= is

responsible for managing the appropriation structure

within the DON.

The oroganizational structure, within the 03P, that

has been presented thus far is the one which is written,

in the majority of usage, and well adhered to in the .:

internal management of the budget process ..iithin tne DO"I.

Highlighted within this chapter have been the

following issues and concepts pertinent to the internal

structure and decision making processes within the

Office of Budget and Reports (OBR) the budget review

divisions (NCB-l, 2 and 6) review of the budget esti::ate.

for all the appropriation accounts within the Deoart:,ent

of the Navy (DON) and the other divisions within the

Office of Budget and Reports (,,C3-3, ICB-5 and 'C7-6)

performs support functions dealing with budget control,

policy formulation and reporting.

This leads us into the next chapter where we will

discuss the decision rmaking process within the Office of

Budget and Reports (0311) and the various influences

5 '-L- A -' ,
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which impact upon it. As we will reveal, in the .ollow-

incg chapter, the political situations that bud~etinf

create will proliferate changles in the way 'business' iz

done and cause constant variations in the decision rules

used to conduct that business. The budget decision

makinS procedures to support the bud-et structure are

revealed to be more flexible arid subjective at the

hig;,her levels of decision m:akin, within the ::'BO than 3t.

the lower levels which principally concern their review

to analysis and fact -athering of budg;et esti.mates. !

will also examine th,-e broad provis icns of the 3al'anced

5 ~udset and Emergency Control Act of 193- (-ramm=-?ud:2an-

Hollings) , its imrpact upon the Department of th-e :iavy s

(DO!~ b~ud,.,et and its implications froni a budig&, I-ecision

Mak<ing7 perspective.

4-.0
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"ithin this chapter we will investigate from the

perspective of the office of Budget and Oleports(

the following subjects; the major issues (from a acre

point of view) which directly impact upon bud-etary

decision making within the 03R), the political and

technical considerations which influence how budget

decisions are made within the OBR, and the budetary.

decision aking process as it exists within the n;avy

3ud7et Office (130).

Let us beg in by exploring (from a macro point of

view) some of the broad yet basic resource allocation

issues which directly or indirectly impact upon budget

decisions within the Cffice of Budget and ,epcrts(O3.)

SIX HUNDRED SHIP NAVY. One principal factor which

affects budget decisions within the Department of the

:1avy (DOU) , from a :,)acro perspective, is the Secretary-

of the [avy's (SEC:IAV's) stated objective of establish;-.in

and nraintaining a six hundred ship navy with lobal

capabilities. As has been readily admitted by a 'lavy

budget official, tnere is 'noth.in special' about the.

niagic number six hundred, except that it drives practi-

cally all other budget decisions within the DOU. Alon.

with this somewhat arbitrary number (six hundred) comes ....

° *E °
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the associated bud. etin' and fundin- considerations:

deter, inir.g wnat types an, am-ounts of additionai nard'are _ _

(ships, aircraft and reIee 3u,_port equ-ir-ment) and

additional manpower r a v .. 3 c :e 7>rocured or supported

in order to ob z .a i r , :le P -rc e
- ro', i:', Jeternminin- -

the rate (sc.e, ie) .. ;rA ware can :e
realisticali " n " ._

coordinatinj rhe require- .n concert .itin tine

projected proJjction -,c:i -u ,; i e e er: iner.inin- tne :host

efficient manner (:nuit' ycr- cun.ractin;, off the shelf ,

purchasin-, competitive odi'J n-, etc.) in which to

procure the needed hardware. lo 7,2ace the importance of

the six hundred snip objective and its budetin.- aCt"

into perspective, a :;avy budget official relates:

The six hundred ship .,oal drives other resource
allocation decisions made within the Department of th,  ,4 *,
Navy. Once you have reached a six hundred ship Javy,
you have to purchase approximately 20 ships and
anywhere between 275 and 300 aircraft annually just
to maintain that goal. Anything less than this, you
will gradually shrink the overall size of the :Navy's
forces.

.4 p#

COMMANDER-IN-CHIEFS' DILEMMA. Another issue whicn

impacts resource allocation decisions, which the hiZghest

levels of the budgetary decision making chain of co,.i]and

within the Department of the Navy (DON) must address,

pertains to the degree of centralization or decentralizn-

tion which the DON budget decision making process should

be allowed to possess. Recent emphasis has been placed,
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by some individuals within the federal :overn.ient, upon

decentralizing the resource allocation process and

placing more authority for making budgetary decisions r-iL

further down the resource allocation chain of comm.and.

':.ithin the DOl this emphasis is reflected by the 'CXC's ,.'

dile,.-, ia'. Or. the one hand, the Cor.mander-in-Chiefs are

the individuals wh-o possess the nost detailed knowledge

of the resources required to operate and meet the

operational needs of their theaters of operations. Yet,

on the other hand, a CIEC, almost by def-inition, is not

a person with the broad picture of the overall resource

allocation requirements on a departtiental basis. it is

proposed, by the proponents of the centralized approacch

to resource allocation, that more C11C control of bujet

decision making would fragment the resource allocation

process and introduce more political infighting that has

been experienced before. Synony.nous with the decentral-

ized approach to resource allocation is the 'ricebowl

tineory' . The principal thrust of this theory is that a

lot of people possess the perception that money and

power are equivalent. This basic premise can be ex-

pressed as follows, "If ;ny coi ,iand setS r.more. money, .y

command is better off and the person who gets that

additional money is more oowerful than his predecessor".

Somewhat in conjunction with the 'ricebowl theory' is

the 'not invented here syndrome'. The 'not invented

57
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here syndrome' is ,ore partisan in nature, reflecting

the viewpoint of resource allocation decision making

held by some budeteers, that, "if I did not think of

it, it obviously has to be wrong and I'm not going to

support it". Both the 'ricebowl theory' and the 'not J

invented here syndromie' are indicative of a more local-

ized perspective of the resource allocation process and

tend to 'unfocus' the budgeting efforts realized through

a more centralized resource allocation (budget) process. _

The issue of how much centralization or decentralization *

(CIC's dilemma) that the Department of the navy's (DO'J)

budgetary process will be allowed to possess will p

obviously have to be addressed and resolved at only the -'

hig hest levels within the DO, resource allocation .

decision making chain of command. 5

FULL VERSUS PARTIAL FUNDING. Another principal .

budget decision making factor, which must be addressed

by budgeteers within the Navy Budget Office (130), is

whether to fully or partially fund a particular procra,.

or item. There is increasing pressure from some me;ber, .

of Conress to have the Department of Defense (DOD)

estiiiate the 'total' cost of a programi or item, eszecial-

ly those within the procurement appropriation accounts,

and to have the 'total' costs reflected in t~ie DOD and IVA

DON budget estiriates. Fully funded programs project

budget estimates in excess of that funding expected to

0 ..
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be expended during the budget year, wiich gives rise to

the perceived under utilization of resources (unoblicated

balances). These unobligated balances becone the target I

of prey for other program officials seeking support

(funding) for their programs. Partial fundin reflects .,

budget estimates in tune with the level of funding which

can realistically be expected to be expended during the .:',. :i

respective budget year. The program fundin- for various

procured assets is a 'living' non-static thins which,

starting with the Concept Evaluation Phase where the

functional baseline is created for an Operational

Requirement (OR) or a Justification for .,ajor System .e-

Start (JAS'IS), is not decided until several years into

the future. Full funding, in effect, requires mfilitary

planners to co:nmit to specific prograrm!s or equipment

purchases years in advance of their actual production .

and procurement. As a result, flexibility to respond to

changes in operational requirements is reduced. Congress

has in a sense shifted some of the military strategy

decision riaking responsibility fror.m the Department of ..

Defense (DOD) onto itself. As a Navy budget official

sta ted:

*Should Congress perfori, military strategy and decision
2a.<ing? L should not think so. '..le r,.ust take and
separate politics from the reality of military
planning-.

One can quickly see the budgetin-g conflict within

which DOD and DON budgeteers are caugiit. On the one

5 ."..'-'-.
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hand, there is increasing pressure by Congress to

'fully fund'. On the other hand, there is a need,

on the part of budgeteers, to 'partially fund' in

order to protect present funding levels and to .,aintain

flexibility in the resource allocation decision making - .-

process.

PREPOSITIONING OF RESOURCES. Another resource

allocation (budget) decision :iakin issue, which DOD an--

DOU' budgeteers must address themselves, is the issue

concerning the prepositionin, of resources into foreign

theaters. The prepositionin- of resources into potent la

future theaters of conflict has its obvious advantages.

The predominate advantage of 'prepositioning' is tne

tremendous cost savings which could be realized by

transporting resources, in bulk by ship, and storing

these resources in the 'hotspot' theaters versus air-

lifting (more expensive) supplies into the 'hotspots'

upon the advent of a future conflict. The prepositionin..

of resources is not without its disadvantages. Such

resources have, in the past, typically proven to be

unkept and unready for deployment when needed. The

*prepositioninS of resources require adequate and usually

costly storage facilities to maintain the.,, in an appro-

priate condition. There is increasing pressure, by som;e

members of Congress, to require the host country to bear

the burden of providing the required storage facilities. ..

60
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The degree to which host countries comply with this

desire of Congress, directly i:mpacts defense related

budget decisions. The degree to which foreign countries

fund the storage of prepositioned resources serves as ...,.

baseline from which DOD and DO' funding requirements for,.

the prepositioning of resources is determined. Other ,...

difficulties encountered with the preoositioning of

resources include the following; pilferage by our own

forces, "storage facilities are often in lesser developed--

and secure areas, therefore, making the resources

susceptible to the effects of a black market (theft) and

to acts of terrorism. An example concerns the prepos-..

tioninx of hospital medical 'vans' which are container-

ized surgery and battle care stations to be used during"

future conflicts. Some host countries will not allow

the prepositioning of such units into their country

because of their inability to prevent pilferage and

theft. As a result literally tons of resources are

being stored in warehouses within the continental United

States, such as the ilaval Supply Center in Oakland,

California. The subjective (political) influences in

this situation outweigh the simple objective (technical)

considerations for making resource allocation deci!ions

pertaining to the prepositioning of resources. Anotner

difficulty encountered with the prepositioning of

resources, is the fact that scme host countries simply

o'...-%-S
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want to diminish t e American )resence and influence in • . W

their country.

The decisions pertaining to the prepositionin- of

resources require a 'subjective' evaluation of political 4.

situations within foreign countries and an assessment of

where future theaters of conflict may occur. The

consequences of this subjective evaluation is carried.
forward throughout the entire Planning, PrograLmin;3 an-

Budgeting System (PPBS) within the DOD and DO[. As one

NDO official relates:

Do you buy everything and put it everywhere, or do you , -.
select the most probable areas for future conflict and
preposition resources to those selected potential %-
theaters of conflict.

Obviously the first alternative (buy everything and

put it everywhere) is, on a practical basis, infeasible ..... s

due to the limited resources available for Department of -'>'?
the Navy (DO'l) purposes. One is, therefore, drawn into %

the necessity of havin; to jake subjective evaluations

of fore:,n ooliticai situations.

FORCE READINESS VERSUS FORCE STRUCTURE. A resource

allocation strategy which directly i.:-,- 3cts decision

r.A a<in- within the Navy Dudget Office (;U30) concerns the

conflict between force readiness versus force structure.

? esource requirements for force readiness include

funding needed to support primarily the operations

accounts, particularly for items which affect steaming.
time for ships, flying ti ie for aircraft, and training.
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Resource requirements for force structure include tne

funding needed to support the investment accounts,

particularly for iter.is which affect the procurement of

new ships, aircraft and equipment. The bottom line here

is that because of the limited funding available to the %

Department of the :avy (DON), it can be spent on opera-

tins and training or on buying updated equipment. The

amount of emphasis (funding) that should be placed upon

either function depends upon your perspective and is of

course the subject of much debate within the DOI.

Proponents of force readiness believe that the greatesz.

emphasis should be placed upon utilizing thie equipment

that we presently have in our inventories and providin"°

more training time (steaming and flying hours) for the-.

available ilitary ,ianpower force. Proponents of force

structure foresee a need for acquiring increased technol-

ogy to counter the foreign naval threat. The deter:ina-

tion of the 'correct' mixture between force readiness W. .

and force structure, serves as a basis from which

resource allocation decisions within the Department of

the Iavy (DO,]) will be determined.

NATO SPENDING. Other resource allocation (budet)

decisions wit-in the Department of t-he Defense (DOD), in
I

influenced by the types of programs and equipment funded

for the purpose of supportin.- the ;lorth Atlantic Treaty

Organization (CATO) countries in Europe. The amount and . ..*.
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coripositicn of srogr ams (types of equipiient, manning-.

requirements, etc.) devoted to 'jATO purooses oy the DOD

and DO'] is, to a large extent, predicated by the otiher

:-ember nations within the organization. The nations

.hich comrise NATO are numerous and possess divers2

econom:ic and military interests and objectives. Suc ac

composite of often conflicting interests, inherently,

results in an interjection of 'politically' based -

decisions through the entire spectrum of resource

allocation decision making. :ATO related resource

allocation decisions, within the DOD and DON*, require

the 'subjective' analysis of the political processes

within the :nember nations of NATO. The degree to wcic.

other member nations support (fund) the military efforts

of :JATO serves as a basis for determining DOD and DON!

:;ATO related program cor.;position and subsequent fundin. .

The broad (macro) factors and issues outlined above

directly or indirectly set the stage for subsequent

budget decisions within the Department cf the ::avy

(DO:). Each has an imapact upon budget decision ..iakin .

at all levels within the Office of 3udget and Reports

(:JC ) D "-'-

Let us now examine the basic provisions of the

alanced Budget and Zmer7ency Deficit Control Act of

1 D5 (Srarim-Rudi,an-Hollings) and its im-,pact upon the
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Department of the .avy's (DO,) budget and its bujdet

decision maki ng i:pl ications. J.

The 3alanced 3udget and Emergency Deficit Control Aci;

of 1985 (Gramm-Rudman--iollings) has presented budgeteers .% %

within the federal government (including the Deoartment

of Defense and the Department of the :1avy) with the

necessity of mia.in- definitive budget decisions on a

broader scale than has ever been faced before. ra i,-

iudmian-Holiings (GRh) estab Iishes as a riajor objective of

eliminating the total federal deficit by the year 1991.

GR-IH requires that federal deficit target fi~ures oe

achieved in accordance with the time schedule contained4

in Table Zight below.

TABLE EIGH-

"0 RA>IM- RUD,'A-OLL iG S DEFIC7T
TAR GET F1GURES TIE SCHEDUL" '%

(3ill ions)
[Ref. 12:PP. 2-14] 1 ..

Fiscal Year Deficit Tar:et

1936 -171.9
1987 -1 44.0 Z
198 -108.0
1959 - 72.0
1990 - 35.0
1991 0.0

To achieve the Department of the ;Javy's (DO:) ""

portion of the budget reductions required by ra::2-

Rudmnn-Hollinss, the following reductions, as reflected

33



in Table :iine belowa, .-ere triade for thie budg-et years

Fiscal Year 1935 ant prior.

"1DEPARTM1ENT OF THE- N'AVY EMU=E REDUCTIONIS" I
'l llis

Appropriation Fiscal Year 7iscal Yes."
Account 1986 1 35 X?r ior

-'4.

MIL?71S -62.43.
OPERATIN. :AINEA -1,332.73.
AIRCDAFT PLROCUREMN 157. -140.0

P 0E NOS P RO0C UR EMENT 7- -256.2 134.
SH-IPBSUILDINGC _' COTIVERSIO' -3 0 . 1- 3
OTH lE R P ROC U 1REMa IENT -296 . 0 -
PROCURDEM'EnT, M1A7RINE CO RP S -31 .4 3.
COASTAL DEFENSE1 FUN1D -11 .5
RDT "^E -49 3.2 -2r

FA:ICON FA'LY MOUSINAG - 113 00 2 1
STOC.' FUN:DS 33 ~ C

TO3TAL DEATETOF T:1E NAAVY -3,722.4 -1 .022.6

The President's 3ud.det for Fiscal Year 1937 (irn-

cludingT the Department of the Navy's budget estii ates),

as submitted to Congrress, is considered to meet the

objectives of obtaining a balanced budget by 1901 anti,

therefore, should not be subject to the provisions o f

0D.As stated by President Reagan in the 'Budget of

the United States Government-Fiscal Year, 193J7':

. . . In so doing , ,:,y bud.-et -see ts or exceeds th e
deficit reduction targets set out in tIile -alancea
B udg--et arid Em,-,erg ency Def ic it Cont rol Ac t, co:mm,,-onl y
known for its principal spons5ors as %r:;.-~c. n

Opponents ,iithin th-,e Congress, :iowever, do not arec

w ith the President's viewpoint and have reconimended

Ja.
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further -Jjustments (reductions) to the FY87 federal

budget. These proposed adjustments by Congress upon the

Department cf the :,avy's (DON) FY 7 budget esti,,iates are-

reflected in Table Ten below.

I"DEPARTIE:T OF THE NAVY CONIGRESSIOIAL
BUDGET ADJUST.,ENTS- FISCAL YEAR 1937"

3illions - (Note I)

Appropriation President's Congress Proposed
Account Sud et Adiust Aoorpriation

:l itary '.
Personnel

Javy 1 .6 -1.4 17.2 -

Miarine Corps 5.5 -0.4 5.1
Operations and
:-aintenance

Navy 26.3 -1 .4 25.4 " '
!arine Corps 1.7 -0.1 1.7

Pr ocurement ".-
-avy 35.7 -1.3 33.,
larine Corps 1.7 -0.1 1.7

RD E 11 .3 -1 .2 10 .1
'iilitary
Construction 2.1 -0.4 1 .7
Family Housin- 0.7 -0.1 0.7
Stock Fund

:!avy 0.7 -0.1 0.6
:a rine Coros N-ote 2 NIote 2 Iote 2

Total DON 104.3 -6. .3..
Total NJavy 95.9 -6.3 39.6
Total :.'arine Corps 3.9 -0.4 3.5

N!otes: (1) Figures subject to effects of
rounding.

(2) Less than .50 iillion.

The proposed appropriation figures outlined above

are, of course, subject to change as the differin7g

viewpoints toward Granr,-ludman-',ollings applicability to
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the Fiscal Year I 37 is resolved and debated durin- ;he

upcoming m,!onths until final passage of tne '3udget of

the United States 3overnment-Fiscal Year 1937'.

pFro.i a decision rmaking perspective, 3ratim-Fudman-

Hollings (GRH) presents a budgeting enigma. ,ne n view d

from a broad point of view, SRH represents budget

decision makinr in the sense that Congress had to'

consciously choose between the potential consequences of

not instituting federal deficit reducing legislation,

such as GjH, and the potential impact upon the econo.,y

and national welfare by mandating required budget -

reductions to achieve the elimination of the federi'

deficit by 1991. Gra:m.-Rudan-Hollings, when viewed "-ie.-

fro.. a more localized perspective (Departr.ent of the

:avy), seems to possess no real traits of budgetary,

decision r,aking. By sinply requiring an across-the-

board budget reduction of 4.9 percent within the federai_

government, it may be proposed that Congress has not

:a-e any real budget -ecizions or choices between-

proara.s but merely shifted the burden of budget decsion "

mak ing, required to ach.ieve the objectives of G.,,, u: on

the various glovernmental departments. Due to te

enormou s quantity of ,overnmental programs funded b'y

the '3udget of the United States' and the ever increa3n:

corplexity and interrelationship between varicus ,overn-

mental programs and the overall nation's economy and

, % -.



welfare, it is virtually impossible for legislatcrs anj

budeteers to predict, with any reasonable assuronce, .;e

impact of implementing any budget reducing piece of

legislation such as Gramm-Rudn~an-HollinCs. The effects

of can only be observed as they occur and appropriate

adjustments miade primarily on an 'after the fact' basi .

'ihlighted within this chapter have been t'e

followin, issued and concepts: broad (-.acro) resource

allocation factors, both within and without the Depart.-

ment of the :iavy (DON), w?ich influence budg.-et decision

.a.nJn by the Office of Budget and Reports- (O3) incui-

in- but not li.,ited to: the ;oal of establishing and

Maintainin; a six hundred ship navy, the Com,,,:.ander-zn-

Chief's diler..mma, full versus partial funding, the

prepositionin; of resources, force readiness versus force

structure, and N1ATO spending. The impact of 3ramm-

Rudman-Hollin,,s3 upon the federal government is lar-ely

undeterminable, thereby, placing legislators and budget-

eers alik into a 'wait and see' situation.

-ithin the next chapter we will explore the i:iupact

of budget decision makin- upon four of the major Depart-

nent of the :Iavy (DON) appropriation accounts: : iiitary

personnel; operations and maintenance; procurement; and

research, development, test and evaluation. 7 e .qjll

also exa:.ine thie budgetary decision making consideraticn'."

-. 0
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and their impact upon tihe bud;etinz process as it exists

within the Department of the Navy (DOIN).
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L.DECIS-0 \..c Ar;j) i.AVY 3UDUETi.V3ls*

Before we discuss i;ne dec ision maxin; cons~sr:o~

tciat imnpact zne bud;ecin7 process witnin t n e D eDa r re nc

of the Wavy (DON) , we 3noulo first ;ain an unzder6tandin-

,of tne overall DOI! oud -etinrg process. 7able Eleven.

oeiow outlines t~ie budgeting- orocess and ti:.,e Zcne-lu-

t o 3 e f 'Lo owed Ju rin-g L-e development of ziie Dejar-;;.,,n:

o f z-ieP :a vy Is bDW budJgetr e s tiat e s :or e 3 e fiC

dates are publisned via separate ;UAVCOWIPT not'ces eac.,

7',e budg-etary process, aithiin tne Decar!tweni of z.,e *

,.avy (DO:;), can oest be described as a jtt)au

process involv In; practically all evels wit n-.n tne X)..;--4-

jriven tne Itop cliown' ooi4cy g.uidance and direction.

T ne fo 1 o f 3 u J -1a r y -uidance and bud,-et estul:iate.3
wi:;iin t ne Depa-rt, ient o f re Way(DO']) oudgt y.l 1
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7970 Ty' wig~. G., 1. .. Ir7-,r

Aft,.

TABLE ELEVEil

"1DEPART>1EIT Or- THE iJAVY BUDGET
3EVE LOP;ENT ACTIV:TIES AN~DA

TTiAE SCHEDULE"
[Ref. 11:P0. 1-35]

issue bud-get gi.4ance Early iMay

issue ?0:1 con--ro:is Early a

Budget sub;r.ission dueI

to :AVCOIKT Late June-'lid July
Lud-get i-earin -s Late June-Late July

Distribution of ':ar:<uos Late Juiy-Early Augqu~t

Rec 1a(: as s -abm rt e d t o
MAIVCO'IPT Late Juiy-Mid Au gs

n 'tiai "ec" a~ias aeviews Eariy-:-Iid Augrust

R'eceive Prorai., Decision
Ie:;;orandum from OSD EariLy-M.id Au-ust

Presencation of Bud-ret zo
tne Secretary of the N~avy LMid-Late Au, ust

Issuance of Controls and
3udgez; Guidance Late Au-gust

2 u d get Sibmisjion t.o
03D/O D 15 September

SA
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* TABLE TWELVE

"F~LOW OF BUDGET GUIDANCE AND ESTIMATES
WITHIN THE DEPARTMENT OF THE NAVY"

SECNAV SECNAV

NAVCOMPT NAVCOMPT

SUBMITTING SUBMITTING

OFFICES OFFICES

ADMINISTERING ADMINISTERING
OFFICES OFFICES

COMPONENTS COMPONENTS

The influence and importance of 'policy' issues from

the 'top down' can not be over emphasized. Policy

establishes the overall framework within which all

resource allocation (budgetary) decisions will ultimately

be determined. The overall objective of 'policy' is the

maintenance of 'consistency' within the DON budget

decision making process. To maintain budget consistency,

everyone within the resource allocation de.cision making ~ '*

process must be cognizant of and adhere to the 'policy'

established from the 'top down'. Without a certain

degree of budget consistency, the credibility of budget

decisions, and sometimes even the decision makers

themselves, are subject to question and criticism. This
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concept of 'unifiad tGziou-ntl rmust ex-*st, at a.l -LevLs

znrou-noutL tne DOWj Dud-etary sys-le and par -cilariy a;

the deoartmnen7-ai ±evei (W7avy Bud,-et Office). A.3 a :avy

buige t o f fic ia stLa -e.

For tne budget to be successful, ever'yone in the
decision i:akin, proce~s .luzt be, to some ex7tent,
captives of leaciership. Tne way it -word-s, within thIe
DOD and re~ardlesL of Lne fact triaL you are a cigri
r a n:<in oua~re; expert, -,: thiat if either the SECD-7.
o r 3-CUAV are for 3o:,-,erhin, you pursue it.

The positive effect of budgeting consistency is a

focusin7 of tiie bud-.etin- efforts upon the m~ost important

pr o r ams o r itr-em- s asz identified by 'policy' objective:;

and --oa-s. Th-e nee.J for consiStency, witain the Depar:-

:ienz of th'e av(DON) budgetary dec-;s ion 2aK.n; proc es~s

:i.ur-bebalanced against the ne ative effect of

consistency, : naL of 'stag nation'. Stagnation res;ults in

the -1acx of introduction of new ideas into tiie resource

a..L 0oCaZion decision i.iakin:7 system. Too much cons istercyl

can breed tne notion a.,iong; budgeteers tnaL, I"..e nave

always -,iade budgSet decisions this Way, w-ny should -we

cnang-e now". Oblviously juch an attitude, aiiowed to oc

introduced into the DOk.I budget systeii, would srymnie one

of ;ne i.2ost imiportant cnaracteristics of an effective

resource allocation decision :,,a/-n s y-;t e i:i, that of

'flexibility'. ?L e x ib i ity allows for tne. opti.-isi

diztribution or i'axlmum.- utiiity of the resource.s an-

trusted to the Deoartment of tne Navy (DOW). HJithout

budletin- flexibility, inefficiencies would innerently

7~4



occur, resuiz4i~ in Lne under u-i* ~ZaLt-n o-I J: J_

s~ourcesi approved for use by toie Depart;.;er: s: .C .i3 ;

.-Fthin the Uay3u6ZI e Off ice (B),f~ ; ;A~

ana.yst to thle Director of 3ua -er ana Reports(X),;e

oudget decision nak-ing- process; invo-ves varyin2 Je~rae:

of s--ubj-ective and objective inf.Luences. On ;.ie one

nrid, there are st.rict.Ly tne nu.:ibers or 11*Lt :.-3.,e3 rie

best business sense". On the other nand, t.aere are Tne

poi t ics or 11It f;akes tne oes t po1.i tical sense" . ine

re.Lative '::;oPortance of eacn viewpoint to,,.ardibcge:r -

is, of course, tuie subject of mucri deoate. As one 2'avy

official relates:

The resou rce ai ioca t ion (bud:,e t ) crocess I s no hiin
riore or less trian a subjective Process. You , asZ f.s Ure
1.'avy financal ;,-ana.g:ers, wiiLl oft~en oeco.-me frustrate~j
when your s~uperioars insist upon r;;akin.7 oud-et, decis3ions-
:.,ore upon s uojective issues than upon tecilnical oi-
econo;,iic issues. You ;iust oe able to adapt to t ia;.P

The lower levelis of oud et decision :.iasi.- 1.itniri

'-le ilavy Bu1e Ofice (1!3O), that of the aud,-et ana yst,

can be cescrioed as being, .ore oojective in nature a. '

opposed to the nigTnest level, that of the Director of '~

Bud,. ez anid Report;; (I.CB) , whlcel is i;ore s3ubjective ir.

4nature. As one po, resses up the budg-et d ecis ion .ainY

cai4.n of c ormianid, wi th,,in tne i.BO , one can observe a

tradeoff between tne subjective and objective influences.

3udget analysts view budg-et decisions more in t-erm.s of

cost est- :.iates, pricin-, program schedule execucabilitLy
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anci ,rior su~texecution perforciance. Decizlon ;aKr

atne xill er ieve,,- wir1in 0c', :130 view the -uci.;-er

decisions MOr-e in termrs of war- oenaviorai responses L-1

wili Loe elicit-ed as zne result of a carticular oud,,eT.

dec is ion . .Ct snould be noted at this point, thaL at any

decision iakinZ level witn'. - tne lnavy lud-er, Of fice

(m0) t he re exis r-s a :cux zu re o f suj e c iv e a nd ooJ e civ e

influence3 uicon tiCDud:e 'Jeoion ma.<in. process. )

ieve-' of decision .,,Kin,,~n-:n -.,le J130 istne:-efore

totally devoid of sor.e c ie.ree of suojectiviz y or ooj-4r

civity . Tao..e Thirt een beiow deoicts zcie s-uojec-tiv-e

4/
versus objective influences upon tne decision ~~i

crocesL witrni-n tine :Iavy "ud,:et Off ice (B)

TA,3LE THm-RTEE,

"SUi3JE-C::V;LTY VERSUS 03JLECTIVITY
OF THE OEcI73:O4, 'MAK,-XiG PROCESS
..-T F 1N T HE :1AVY i3U DGET OFF IC E." ..

S S

L i3

V

L T

T

3Bud-et Analyst Bu dg7et dinits

D :srcIl IA( iiNG LEVEL
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~OF.

Let Li. nio' e:;or ne tecilsion .~.:;conzilera-

ti ons, f.-o:i rne pericect ive of :&ie Of fice of 3ud.-et_ n

Repo rts (03),a upli c aobIe 'Lo tLe f or:w i a ion p na6e

.ru icanc a, rev ie-w, Lr- and reciaria of tne Depart:Lenzjof tne liavy(DMi.) coud,-etcyc-,e.

i.n ,Sy_-te.n ( PRS), prepares and rev :ews tne D02Ous;

esti.-.ates for subm-_ssion to C'ne Secretary of ':ie :a vy

(SECAAV) and tcle Office of trie Secretary of D-efen.se

(OSD) Thie f)irst year 'of -L;e Pr~r.iObjec .ives *Ie:..;ran-I u~i(PO) 7.ve Year Defense Pian (FYDP) is. used as a

u aseiine for reviewing, ail aspects of eacii p~ro~ra..1s

bDezet.at. Erprasis .3 ;iven toenue:aa

particular prolr-3n is :botn e:gecutaoie and correctly S ,

oriced, as well as refiectin,7 various _ ate arrivln~

lu 'ance and directi on from~ Cong-ress, tiv. Office of

:Thanag ement, and Bud ~et ( 0:.), t ne O f f ice o f t iie e cr etLar y

of Defense (OSD) an,-A t ne Secret ary of toe ;2avy

Toe ultir -iate ooiective of the for.rjuiacion niilase is -toe

forwardins of tne final DOL71 bud7,et estiLzateo to 030 and

01;3 for 3ubsequent review, approvai and incorporazion

iL~t r. tu re ?res i.dent' bud etr,

3-id.-et for-:-ulat.ion describes5 toie evenL ts wfco :u

oe perfornied durin7 tne deveiopraient and revi ew of toe

Departo,,enr of toie !Iavy =i.s) 'oud~at esiae.The
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I ormui az ion pnase o f e DoX diet ary cyc I co-ns:i3sts of

The f oIliow ing s u ba ct v it iesz [ef1. :p. 2 - 1

- tne issuance of Dro-raf.i and tecnnica . -gudance

- tne estiimatin-- of resource requirenments to _ee: tone%
iDco:ra.1 and teconical guidance

- cne preparation of bud 7et documents and supportIng
data in the format required oy review ecnelons

- tone nearin-s, analyses and recor.i..enda~ions .d4eve' opeJ
az each l~evel. wiznin tne executive br'ancin.

4To initia-e toe budcet formrulation phase, the 03G

issues oudse-a ry guidance to je followed du r in t.ne

reaainof toe DON bud-eL est imates. inec urzose of

o u 3; et ruia nc e, as3 o u t inedQ i n t he JV C 0:i PT i a ru a

(Volume Seven), i.s stated as fo..±owvS:

3u J ; e LuId an c e i Z- issu ed to a s sur c o n s L ze ni c y
Drezara;ion of bud: ,et estim-ates tnroug-.,out oeDzat
ie n t of the Tliavy.*

usnould be notced tonat toe bud-er suidance p) Q;;

oy the Off ice of i3ud, et a.,- deports z, a c o mip o 3Ite - f

Pol ic y directives received from various, or anizar. on: *

principasi'y 32-CLI.AV, DSD, 0O13 and Con-ress'. Tie u

7,uidance issued oy toe 031', can oe ,ascrioeJ as so

sujostantive or t ecinlcai in perspective. Subz~an; ive%%

6-j d anc e is pro:. u_ ated in tifle f or-:,. of st antcin.; .. 3-a~,

I ~ not-ce:s and inst ructionZ. ?:,incir;a _ o t.l- e :1 3 C

ment i n oe jA %C 0 P T in u a (Vo -u;.ie S ev e n) z

out ines tne oroad bud.~e~ary proceis"_r: ansi- co c .2 z

1i: n to r ne D e pa rtmentI o f toe :a vy ( DW .1 G en er-a.l

tecnnical Zuidance (now Lo) _-. p.-Qv de:; oy t_--e 331i
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; nrou:,n tie 2Bud-;ei 3i--Jance I~na. JV0 ~T7102.2A)

w:n io -e 5 Pec f c c o; ~,:e mr' zecnnca.. ,uidance -7

iss3u ed v -sa ': AV C01 ?T '0C S 7 110 A:jD 7 11 1 3'~e. T e

V z-:por Lance and >patof poi cy 'u idance ( froi,; a suoj cc-

Live perspecmive) upon m ne DOU1 oudzet decision ula~lln

process. was discuss3ed earlier in mhiiScram

Thne oudgeL review (.a~po rtion of toe f or 2u am o n

onaose i3s se in to o:at, o n b y 7mn e Off'Cce of 3udcj and

Reoorts 35 4L-sin, a 'budTe, Call to the various Lreoi3qua~

s er act ivities tn~rau rhoutl thie Deoarm,:nen-, of mrie .niavy.

-acii neadouarmer activi y. am its Qs4J.cretion,is.-

names m.ne 03R jgui dance withis own s-upp-Li.enmary

;uiance, to icwer ecoe-'onL as requi-red 1to ooali ici

pacL icisar-ion in -.ne Qevelopiuienc of ine 30I] 3udet

e 3m I ,,a *eas- Tne ar.,,ounm of tiie required to cc--ecm- 3rni

n nre s iz e mre 4.r r e s ecci v e oud Se L e sm- -wamte s is j rei c ze

-upon now far dow.-n tie resource allocation cnlain o f

cit.::.-,and ailo,,ances. ;iave been x:ade for Luud,et s>ae

mc be inmrojuced rnmo me ac ion wain,] pr-ocess3. T Z.e

dee De r inmo m he us-er area fro8 r, c ie:ia so ~e

esm-icwates are introduced 1-ito tne budg-,et LymL~ ne

Jor'e accurately -Vll:bC o ret esimsrefetm~

re.3ource reqo ,-eiTenms of zine varijou,- co:. :onenms- u Isi Nl1
21 , )0;; T iie m r e n. trs der iv edJ froo tn e U d ;e n

oL ti e owcr ev e n i ,s me daciio n L1il. na.roces:-

* ~often .ra,<e i-m ire iusro.em til ize am mae



.-ecre~ac~ c 3 j> lve. due to t12a dversif icaz- on and z;e

voiu!,me of' :.le ou e si; . It stioud be e:pilas-ized j,-~

tz,.a; as a li VfI of fice , rtne Of fice of B udg- eL and iiepor-:s

nias no re6;ons ib i 'y f o 1 cia, in-- pro rai-matic ra.ed

decisions, but is resoonsiole for surfacing basic pro--raf,;

iss3ues wnicni nave a direct influence upon rie uud,,e-. and

for, delineatingl tne oud-getiLng- imlications of onese

procgra,-m q et ions.

3ud:get analysts, wzithin -.ne Javy 3udg-et Office ve;avl

C&Li ini-_ial budg7et euti.:azes wicn a preconceived ldo'-;n- /

wa cd z)asis'1 T ', 1 'cu z ln v ie *jp o in, o n -1e n a If of

budge . anaiystLs, ass;umez tnat there is ai,.-ays 3oue ioun-

of" fundin- wrci can oe Cc from, ione s .oua,:Lon in .1" 0

.ne ini:I2.al funciin- esoasfor tbhi vari;ou6 -)0:2

progra:Js are !mlacic durin,, the oro~r~mn phase of t iie

?2.annin-, Pro,-ia..:min, and* Budg;eting Systerms (P33).

Because one -ro0, rar.;min.-, phase occurs duringr .h nea r

porLo4on of zine cost e.3 i: ;Lon process, it is subj eco t

..,D r e -anc e r a InLy w i zh r e, la r t0 ac tu a i pr o r a,. c ost3

Consequent-,,, pro gran off icia..3 tlend to oe-

--otai oro-rani costs in or,--er t.o co mensat.e for ti

* <easer be- ie of uncertainty. Asoe:Doff icil*C-

You neve- .- now ex~acoy .0- ~o a.~~ on 1 so -c.s
,unsi~. you pa y fori.

i~i oime deg ree of accuracy in pro~ra:i coos,.z. 5



zota_, accuracy ii, on The otrier nand, notL esen.> ai an-I '-S

to a ceiLa n extent nor- Qesireable. Another :Iavy ue

Off ice ( :i')) off iciai relates:

d ur . .r,'ie ro-,,a ,fi -- priase) tryin.7 to ciec-Je 11ow.

Dur-n-- he ormlas on iase of Th-e bud.,et.Ln cyci2,

-:,e Office of 3ut-es an-- Reporz.3 analycits ravie-. :.,,

r ~ ~ esz~ua-es, suwt.*i;;ej oy Lne various ;s- o~n

o offic es , to kie er.wi ne shie Irea3o nab ie ne s3I o f toie Dudi

e t~a te. Credibiiity and be ievabii ity are an no;s

oa-t of tone relationship 3etwean toie u&ittn o OC..

and ;rte 02-R bud-eL review pers onnei. rcijil i y

const.tu-.ez tne 3uojective side of Lne 'esno.ns

of -tne Departrsi~enc of SAC i::avy "sscLe; ez;!i ,iases._ . one-

.'a'/y ou d 7e C ffca Ltat-es:

.fyou na ve c red 41o i iy wiLthL you r a3naL yt, eve n if v ou
are wron- you are rI7,-nL, Decause ne can ielo yoa i~-

I2y navin , credibil !,_ty vwisn. te rejpectoive appr'op:; .a-

tio D nscou taff ana.Lyst wsi 1 ne Office of 3u j e~

-3nd ie poi'cs a -.jo r .in ,reijat ionsini) de veiops oe

;o o _Le. wto nia I uce a i.i a,-e ra:io-ved

Ior t o toe ;a:cu p and rec a:.ta proc es. Ifte I

safanaly. ;; > fu _y co,-nizanz; of snejutfc9on

o: ore. ou%.l ec .L.O and ose UL .i u a in off ic~a_..

ntave c,eCO1 i..i anQ toe oud ;er es.; owiates ma.e:3 o co,

oa -j:-i n e: seie, te ou;d:,2s estiLma-.es are r,,c., ,iore

.13*



b~fao y -one 032 st3afif analys aril tinerefore. av

a n i ia r prLo o a LDi 1-1y o f ::i a .- in.7 i ,t n sr ou ~a t ie :. 3rK Uo a I

_ez .. ia proce3os ivn a for--, 34:-iiar t.o tonat wrilci-i was

ino__3-;.y suo:,Jit"te. As anotner *."avy buJ-eo fica

i ca ced:

irne LJ-esc way to ez; your money oDac",, is never to !Iavz!
ooit. in tne firstc piace.

r e ji D iy b)etr.we en te s u ntl. o ffic_'a I _ a n. i e

;a vy 3u i -ec t0f f ce ta ff an al-y ts :; - n o F some tniin t oi a

is *e v e o oe w i ain a S hot s eriod of time. Credi bi i sy

1:on30 :-taff analysts3 devels o Iytioun s

cxzavy of a 7D'oven 'nsitory (:rack< recor.d) o f p ro v r, %

accurate, up-to-dJate aind reliaoie zud.,erin- .nfor-atoOn

Pe Clia 3 ,r-, to se: I ocar ticLiia r ac,.i v ity. A3 a :;avy

o ieofcal -'.n re --tatres:

hed ~o~ s ne p rice you pay to have cre edi) i i oy, youj
c an n jt a ci ev e c e d o:. 7;y b a e i 3 C Ieiy uY o y0ou r J i.~

Af c 2% rai ein t he r2a.5o n a ol-n ess of a. i e

su.) ilttn acvvis nu~e eSi.it tne "f:o f s:,

sus et e;nd .ep cr Dropose3 cnan, es3 to Lie. 55 e

bs:~ae y iss;uin;- 'h.ar(S' a, int cie var-ious -r.

pciation accounoQ.. These inar/- are I i:-triouTed 10u.>

p~rective Depar-t:.ien,- of zne ;7s-vy co;.ponenr~, oe ,

p. roidx. ne,,i an Opporlounity to c>±±a;.:3 a d :,Lie2.

CLs;: or .. ar!.,:s. To ?ns ure fof 7isiinto tfie

zcud e:. Jecis-ion 2 , to.,e ou'tet 3as re ais o dsro~

t3 ecretary of -..-e av o ens ure 'Lie fuj~ieso

32
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exoosu;'e of the cornflictin7 res-ource allocation issues

from tile lowesz to the ni Tnest; .evels tn-rou-lout- tlile*J

JepaiLnenG of tine Javy.

D u rn t nle I r e c a.-ia' oro ce ss o f t 11e f o riu iaz.i on

piiase of tine DOJ bud -etary cycle, trie so-itn act ivl-

t~ies' rebutt.al justIfications are reviewed oy tne Offi1ce

of 3ud,-etr and Reports Ztaff personnel. Of pfrl*,IiC~

):ortance to z.-e 3uorr-'tzin~ ac t iv it 'e Z -. len for214.Sttfl-

tineair rec-tina3, io tile need to 'address t*he facts,' upon

qntia tiie orji:na.L :.arx(s were based. A r eliativ eIy

unsuccessful recla.ia technique, o-ften e;inp. ojed oy -

suomttii.;off icials , is wnat nas been referred-- to a-.

... ~ r:~oe.~defense' wriere tone ins feuety

ex,)res.se'd reclaii;a ju37ti .fication :ias oeen, I"Loc,:,

on y doing, ily job, t, ie CO0 nasz- pu t a nhi -2 p r oi Z) on

fund in, o pro~ra:,ri". Sucri a defense is based., not

upon toe merits or ousineos sense of tlne p ro-ra:-, out

-- prLy upon toe personali desires of a coi.,iandin g officer

to na:ve a oar'ticuior poamfunded. An equa-lly u nuc -

cess3ful crcia.ia tecnnique is "toe reliance upon tne '500

iot sefense' w~ere tne recla:Ila just-if ication express ed

b y su:.ti;officials- is7 thiat "Funzlin, for tiisj

I pr~ra~(it-ei.i) is3 required to neip us3 acinieve cune

SECIAV's stLated oojecttve of es~aobisoin,: and zurpporstin..;

a '600 snip navy". 3Botn of the above reciaiua justifica-

tion tecnnicues nave proven, durin- the ion.- run, to be
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equakL;y ineffective. To put it more siri~piy, the reca.,a

process imu5t. address the issues (facts) upon wn~.cn to.-e

orl 2inai ..ar <n were predicted.

Let us- now turn our direction toward some of toae

tecihnical and riore objective considerations ,:given )y toe

Office of Budget and Reports staff analysts durirr, tiie

review (markcup) process of the formruiation phase for ;Z;e

loLllow-ng four appropriation accounts: nhijtary person-

nel; ope.'ai;ion3 and maintenance; procureiment; and

research, devel-opment, test and evaluation. .71avv b-ud-,e

ana.Lysts revilew tae budg-et estimates for these four

appropriation accounts withi the following cnica~r.-

in. :1.nd.

MILITARY PERSONNEL. Of tLe prim~ary considerat.icn -U,

toe !'Ii"itary Perzonnel i ILi3 appropriation accountsL

ithe deter.,;lnation of toe avera-;e cost rates ui.ie

b y tne C-nuef of 'iaval Operat:.ons an"' toe Co.-.i,-andant of

tne ilarine Corps in the for~isiLation of their lL;3

bud Tet ~s~'a.Airnougr thie rate of ::iltry pay SfnlQ-

allowances ace eztab-ished by 1 aw, tne average rate of

oaze pay (the larges7t contribDutor to the >UI!LPF-R5 account )

.4 K;i~ ezta oli ted fro,,.,~.ats The f li.cwin get. ae

bear s etyu:.;on the level of toe .-llLPE.3S opori:

acco-untr [ 2e f 9 : pp. 2-3 ]l : re ouimoer of zo.o~o

expected to occur during' toe budget year, toe nuinoer of

personnel g-alnLs or loss3es to occur du r Ing- toae b u e t



year,, and ;r, ion .evi ty to accrue d-Aurn nte zoud .ez year.

U Ji 'z in~ T .:e above e.3:2ates-, an averag-e cost c rte -- 3-

co:.ip~ied for each pay'g racie fr-om z-1 troud--n 0-1 J. T: i s

avera ,e cost. rate is appiied ro tone tooa- nur,,oer ofF

e5:-,ates pe:Lonnei. anti-cipated for eacni pay.-irad-e.

siiiilar' procedure .4j utilized to decerrn,.ne tne avei-a;,e

COZ:; rate for, 's-a.ic allowance for quarter:- .nC ron 7, 3;..Z

cosiertin iut e Zyiven oy c;.e Office Of j ad ;e 11~

i~eporzs budi;et analysts to tne estiia-ated perionnei

turnover rate whicn affects Lne co. -; of" alwo'wances- fur-

.3uco to-n n 3 a s zeria n en u c na n e -o f - tLa o n, re, n. ai:c C

sowjses, ciothin-r for new recruits and separation:

9:pp. 2-31].

OPERATIONS AND MAINTENANCE. .zv~w onc-.-:er-aticns

oy tone .JE.- ana-Ly5Lt: for 7..,e otrsions andl .aintenanc-zs

appropriation account:. vary witon the typ)e of pro; a,,

uinder consid eration. The ieteriLnation of to.-e 'rea.l-on- ~

aolanes:'l of oui-et e3Z'ti'ases for trie operation- a n --

.;a:.n-enar~ce account-- is 'sa-ed pincipaiiy upon ps

informaation, e.oployment trends price Levei chanc-as an:J

prior budeu execution perfotrnance. Cost data and wdoc.:

. !easurex'ien~z are used wltn ,,easonat)le accuracy to

j e ri ne tne fundi, in; 1 equ irei.,en tj f or pro; rai.: 3'u n -:

toe overhau i o f si p S, ov e-rnau of aiJLrccaft f LLeet .

operation3, f i_-nt obset-vations, :aiedica~i c-are, s3upp-y

.Al
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diit:-ioution and r.-al property ,,-ain~enance H ef. 9::u.

2-311. 7n-er:e 1s n o 3 a n d ar .ie n o d c -oy oy wn I'c n

a n a y t J . in tne J.avy 3,ideL Off ice rev i aw t: ie5

operaz;ions and dalintenance accounts.

PROCUREMENT. Thie Dri~ncipai con.3idevazlion for -.ne

procuremient appropriation accounts is tile dezerimiina -ion

of anl accurate 'unit. coZLt' T'Ce cost esi~at~ for

'exisl-n]. it eis i3 derived Lnrou:-n tne avaiable

accountinDT 3ye.is3. The cost es:;ication for '"e.;'' e..p

3 j e r ived t r o u -n thEle u se o f en-in e er in - c o S es t e:-

rn ne foiow inD factrors H 'ef.9;. -2:

-a,.iounz of inventory on nianci p

p rojected consump tion rate

-.- equ-e,.ent for s;pare parts

-st.a:u.3 of i DT"-;- cro-ram-.s ~_

p roductLon t:e 3c.iedues3

-sitpaje of production Scriedu e

-required leajti. -e

- ilooiization base

- approvai for production. .

RESEARCH, DEVELOPMENT, TEST AND EVALUATION. T,-ie

tota fund. n' for 1,e-;earc~i; DeveAiop:,,ent, Te.st and

7v a iu a Lio'n ( RDT"'E), .4:tilln tnLe Depar tnen'u o f Def~~

i.antained at approxi:1iaze~y a con~ta.;t peccenca'e t ofaPL*

D03 appropr-ations. Altrnou~h tni3 percenta 5e :iay va.ry .

witnin eacri J~iiitary depart.,ient, accordin to .ira s



Iv en by to'e Ser- yof Def ens;e on v ar iouo Pro cf'a;, a

.-e-a;lviLy st.eaay .evei of fuin is iiaintainea fo.' tr

toa.L. iDT,2 effo-rts- w.q.Liin toe Departri3ent, of tOe- :;avy.

Cost es:srsae ethods utilized for the above approor I-*-

zi'ons are not appiicabie to the IDT.-X appropri 4a7tions Jue

to the fact tnat RDT&E pro-lrariis are no. t-ypi"ca .. y sa

and thOat ope:'ationa.. standards are not usually avaiiao)e.

tone n~ -n er ±e ve witrh in t ne dec is.3on a,< n,7 7roc es

toe r .ayRDT-'.E buJi;et'in; consideration is3 deter:inin'

wnac. totai evei of RDT&tE effort is; required, in wa

areasfurter r e e arcn is required and thie avallaoi-zv

of :cien;ific pet-sonnel and resaarch lfaciiz;*tles. 7ie

D7 pro-ra~nz, are funded i'ncretentai;iy. t nerefore

a-L ow.,in; toze revilew of I .nob'i. ~ated I and I unex'senl- I

oa.-ances to beco..e tone prin cipaiL retr,,odolo: y by e-.Lr

~D~progr-.a. - perforn.- ance executi-on -iiay be mo n to re j ani

%. toe requtreci future financia.L requireisenc3 de t e:n e.

Af~er- toe c.aixf,;ants have sub.-,irea toceir bud-.et

requjests to toe various DeoacLt-.ient of tone :.avy depar-ier-

tai analysts, -t.oe requests ace reviewied for toie

.3u r.1 a ry and oackupc d ada required to s]upoort, tne requests.

Ther.eafter, neari n~s are scneduied for the analystZ to

'ut adional infortination (as required-) concernin-i to e

b ud et "Lnputs- in question. --f and wnen tne near in IXs

conducted, toey will nave been preceded oy, questions3

fronm toe ana.~y2;t wnicnoare sent to tne suotcn~off Ice

4%
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for thiat activity to orepare a szatemient in support. of-:

t'neir ori45ina. subr.-.iss -on.

Th-e Cor.troler of t he Navy m:ari<s' ace tcien :1.aje as

adjustments, corrections or reflections of Jecisions

imade concerni*n-g the different appropriations; iiot ;ar1<3

Invoive bud-e-tary reductions or cuts. R1easons for ai±-

tn'rese adjus;.nentsi are -Siven to tne sub: ittin,- off ices oy

tna eect::inin-, analyst and are the oasis3 for zthe

Irec.Lamat process. JC3G (Bud-et --vaiujation Group);i<s

tne dist.ribution of Lhe tmarkcs' 2n return to tiie

resoective cubm'ittinS activities as tney are cc. y

':Le analysts.

Th.e 'rec-Lai~as' are then resubmitted by t~ne claiiiant

wnlcn ,.,al,,es the maricup only a "entative decision r

zme reclaina can . e sorted out and final disposition .)aa1-e

upon it. As stated earlier within this thesis. thes;e%

decisionsi are usually sorted out at the Director of

Budg.et an-- eoorts -,eve-', and an a -ree.qent, reacried

between .ne co-nizant, iJC Idi'rectort and tile uitcn.

activity concernin., tne markup decision.

Th-e Budget Guidance 'Ianua'i (UiAVCOiM-PTINST 7102.2.1)

*ad.dresses ten cc iiion areas in wnich iiarkups u.suai-iy

occur. They are outL.ined as foilo,.qL: -a

APPROVAL FOR PRODUCTION. One of tne principa.

£actuor. ut>i.izej in tne foriuiation of appropriatlion

b u ders3 is m e r-eadiness 0: piacin; a partlcuiar piece



of equip:,en- into production. :IAVCOIPT anaiysts devote

particuiar attention to scnedu.Led ,.iiezones ilead-n~ to

a production decision.

UNFUNDED REQUIREMENTS. Unfunded requiremrents5 can oe

cate:7orized into two basic cate-gories: pre and post ?0:-

siomi s3 ion. Prior to the submission of thie ?0:1, thlose

progra~iis that cannot .be executed because of ~ooe

pricin,,: or unbaiance wit>' respect to other approorla-

tz.on.3, are sent. oaok to the resource :soonsors3 and are

f.unded with 'offsets' in coordination wi-.o toe DO.',P-C.

Shortfa...is1 whichn occur foilowinz t oe sub ,.-iss ion of a

P0'1, over whiicn toe resource spons or nas no contro±L 3:

funded with,'out requiring, offsets3 from- other sor.~

PRICING. One of tone pj-iry objctve of: the ravia :

p race ssI o f tone u d e , re v iew d e ciLs ions' is Lo e ns3ure

That~c toe prora:1 pricing i.s reasonable and foliows3

pubi3. sed ruu-'iance. P ri4c in--, iar upDs r eflie ct z. iz n,,,

,,usL"ance rece~ved subsequent to toe submissi on o F

4.

PROGRAM EXECUTABILITY. Deterinations as to w;Ietrier

or not the pro grai*, can be carried out .:ur-in. the jud at

*year becoies a <(ey cons iderat ion during, tne rev Iew

process. * te. ;ucl as Leadcti:iie3 of end and susoort

it-e Is, a.r% properl;y pkiased-, tuie availabliity of ion

ieadtimie materials, achievabie produiction rates, and-A r-

p.l



probability that all deliveries wJil occur-;1:n e'

funded period, are revie-wed to ensure executabillty.

PROGRAM DECISION MEMORANDUM. Because of the scriedula

of event-s during the overaii Department of Defense

budg-et review process, pro:7ramied decisions froim onle

Secretary of Defense on tne Deparcment of the Navy

oudgetary ri aters are u.sua--.iy received 'during,,' the DCON

rev iew process. These pro:-ra::i,.ed decisions are tnereflsr-

incl.uded in tne appropriation markups.

CONGRESSIONAL ACTION. 'lar ccups are issuedl wri-,cn

ref.Lacr t he latest Conressional actions and guid--ance

and dicection.

AUDIT SAVINGS. Ties3e ',jar,,up3 ensure tnat a udt

3avIngs- 3re reflected wbere appropriate. arUDSs ei 11 ;u'; -

Lhat vaild savi.ngs remain within. thie De-jartoeno. of' -cne

Jlavy anj are not lost back t o the Office of the Secr-ez. l

of' Defen3 e. a

INTERAPPROPRIATIONAL TRANSFERS. Ctleck s are i.iade to

ensu:'e triat eacri ---e..i is j u A l-etzed wth i.'n t n e c orre ctr

appropria-ion and if transfers are requir-ed, thiat tnkey

are -.iaje Lo the correct appropriation.

PRIOR YEAR PERFORMANCE. In reviewing the .budgeta

e L -.!,a .e.;, a na -iy 3 s wii l enjure Lnau fsnds are sud. eoe%

for mie year In w u i tey are requi"red. Low Oo .2; at ion-

ai ant expenditure rates refiec. 'for,.-ard funding'' o:,

Afundin], w.,icii is in advance of annual requirements. An

90



uflJz3uai~y 1 7 1 00. o a~ a .a e .a y refiec; a fund-.n-

ico-~a1  .eia s in: .,o:~Q oe reco.-r.;nen3ec a6 apD:oor- -

aze to e znaze z3ucn c cepanc e.

OUTYEARS. A-Lnoun tcie r:'.;ary eiLipna.3:3 of trie

.iia rx pocs is uonne bud~ez. year and tie autn~oriza-

zt-on year, 'ou-.oyea:- adji,5z. enzts are ..iade to e~o

a c cur a Leiy L ie ip a c o f tn e ro - r a . a nd und i e dcc

.:ons3 .lad~e dorin , e budget ;rev zew ao'3e± az,. --,e

1'-.;a ct o f fijs cal r eal y

Let u-,7 now revle,.. tt~e Fca± Year, 1)87 iar.<up

j 3 f ca~ i_-f or toL ,e : o owing" aD r o p 1"a t 1.Zn 3ccc o u I

!e ap on Pr oc ur eme nt S~g -TP.bu i d in; and Converl' ion,

Ne,

3 ets Te z3: andiE peati ons ad :iiu~erc ,\'a-

Tcle .a:,uQ D ,a3f icaL.-:cns and adj u3 twen'L: 3..e 3,OoJn

fo Yd 7 Jeatent of ne Navy appropriar-ion acut

_n Tabie F'ourteen. Tnio zaole dispa ys toe frecque :cy o

occurrence.3 of a par-.icuiar t-ype of mar.-up by orr1-

Lion cate-ory. 11" does noG dipiay the 3i;:oun; dllr

0;' .::act of to'e is~jued -.iark but; iiere-Ly poont.3 out Ztoe

CEIOzon_5 wny a particular m.ar,< :a.3 ,lade. The account:.i

ciat_ are no)t j.tdand ref~ecced :n TaD~e Foorten

d i Z;Payed -, it~ ana lys 4' wortoiy jac-a for toI'e proe 5*~

o f arkn dudy . no . :i a r.u P j u z.f ic aton: :ere .0



di versif ieJ ;i.ao. toe Iaca co-a-L no,. oa caze_-orizeJ -.

J cper IY u n de r t ne above 5soecif ic -.ar,,~ui jui J3f Ca I o .s.

As' aO V a, 3U S -.; r:eC'Jp j u tzi f ic a t-- on tne:.u e -1v e we,-e

.eviewed, it oeca..e apparen; tnar, tne different analysts.

used differenz teri ws t~o sescribe brie ioar~s tuiat toely

J~ade for cine ji iffer-ent !;errs to deso rioe une :Parxs ao.

th'ey :-a e f or ;ne j 'ffe:-en; Dprcitoiacut

-7ooJ exai.:c-..e of: twis wa. te cer: foar c 3. n Ii n u

sy a n an aly s woc i, i i rI, a ity w as r.lor year

p er o ,-,ian ce I Os we ntLie e ar ir w ~:n ti can-a

T Ler e w:e L i:.i -a r y', nn- Lta3no.ar-_ c-_e ,;7&e 0o I,

e a3ojn 3 a n j u.L .:i~ f 2i10n.3 fr z n e I.a r. ;"1, onre ft £i ~c 7

of3 Lu et a nid R e po rs 3 023 of f ic ia. st'ated:

Tie spec~i f i cew use;. ry vary. a .3,.~ Lj0 u o
ess3,ence of toie re. ertis nori-vafWi.

toie :a.sva-ieil 'reaor. y oertween s'r;-

:ornis a n. ni arnia..y 3 z tc nizles 1"or ce v i wer e amos

.1va r -a Q 'r-ei-e .ia-7 no :cc~~ le:;nod-olo y &i.

sy in d.v i ja L - e c u i sna y.s w i i in z ne Ji ' Toie

facUs upj 'co tne s eni;or reviewi n of ficia.Ls for ril

n c re asn >y ;,_L oje civa de c iin . A I a L e t 3 1y 'ie

e~c;:an-; .. ea wiere orsec ted xj to e .. et.ioDs -,I

a:, ' nr .v~o atjL ao:. _L L'j:i con tnu eJ to j I fer

)2



U P_ _ -,' E

Prau tYPE 2I 3:~U 0UTIAT0; USE BYD

Jii~e of fcurne u n.~ 1- e

zrodui On 21 4 22 7 3 0 o

u 2I3 3 33 2 1

o n fre::oa

eActio n 20 e 2 1 2 79 10 4 3

T D 3 1 3 24 1 0 )34

nefr:cc u 1 1., 2) e 1r 24u.ec ,for ntp

3c: ) T.oiu e do noc ret ., er ; j;, u oon c c r. en -
o dr r o a~cu Pr n.a~p Alri c> c__n

nuioer01 occr'ece toorv ea!'cn: tc,cu

Jo4kc;cn



wze-' ,-ace arnc now zaey wer a juot ed. -3Cn of' tnle SiX

* a'ot~onaccounits con-.alned in TabDe Fif -een oe-o

nac ,ia: ,iai e in toe -,e i ia j or re as3 J sc u6 3ed e a rle:4

.41wi n L cts c ,a,)t er i e rn,: .ay oe ide ntz;if Ied b y

o,.)e rv n 7 he P e r c e n a~e - Co ;rstnac w er-e L a. en f r

tole :;a_ :ila,-xz In eaCLI aP:,r0oariation a01-ccount (e e:

toe JD,. , nwar oias.5 The percenta ;e of i.-.rxup just if Jc-

i;O j c3 -e r e fe c e i-*n T acol'e if e en o e io,.

MILITARY PERSONNEL. Tnis apdropriatliona-: cate;ry

- 1nc.,,deS toe ~oo.~ appropriaition actions: 1i i., ury

P- r-onne-2:avy (P.) try ?e c ionne -iaine Cor-)

:?1C , -eserve Personne.-I ,acine Coros:) CiRPC). These

accourll.s were no; ±cue n toIie above 3na-ys- .3 u e -3

roe pa~tcu2 ar-y vers.e and, vari1ed us-e of rru

j I .f ;c a,--io n a nd E.e n~io_ ;y

PROCUREMENT. T iiis a p roori a 3n i c a te ory ic Lscers.

fo fo iIowIn, appcrop rlation accou nt s Aircraft- Procure-

;e-a vy SSJ ii Spou i CJi n Ca)nv ers Ioi-Ja vy ( 3C:7

,'easons- ?rocurer,,enz.-lavjy ( )Dt ier ?Procure -,inz.-'4vy

a3n.:' ?,,o u.re:,e n i rn e ~o r ( I) Tole Plr-cur-e-

oen-ir;neCorps (PIC) accouanL\2 not. inc-udeJ in -.o-e

o o ve a n ar.3-7 jw teo noota r Icia or a z)r o r a Ii

aco u n L no a y ~nj a ny re ;u.. a at5~ 1, .;3 11 j
u~jL caion

, Lp'p
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rr'YP-S OF ::cpJUSTJIFICATrJ;IS JSEO 3Y03.
8 U,")G --T A.NiA LlST S FCOR :iA i :i1G C UT -13 1 x "o I4 S*.Z

A P PR 0 P :A nT J!i ,'CCO U II T S I I.&
* (Pc_-r~a.7 of Occirrenceo - .o~e 1

Tyze of ja.w;o IPX "I 1,~ .3)- DIL2 I

Approval for
Production 2LJ.' 46.2. 14.2 5.0 5.0

Unfunded
R aq u ire:..e n;- 16.2 J 0 0 0

Pr LC ci n,,- 5.-7 15.4 20.4 2. 1 331 21i

.xecutabiiity 22 .9 9 11.4 394 1u.4

Ac Lio n 19. 1 30.z 3  19.5 D56. 5.

Aud T,
Oa v n:. 0 0 1 .4 0 4 .1

o p r op r i a t i on a i
Tranofe 0 .4 3.2 o 2.

Prior 'Leal.
Pei.forniance 11) 5 7.7 1 .8 3.7 10 .0 24.37

1;'e3 1.0 0 0). 9 .2 1 .3 2 2. 5

llot~e3: 1) Peircenra es r ef-, ecL nu:.,,zer :)f cczur,:encc-,

by Appropriaztion account

'.:7.. n tie '.ieapon6 Procu:'erent.--;avy appt-opri a; on

accoinc, tnie moot jinfluenoia.± mar.,up3 w~er'e Jue __

'Approvai for P,,od)UC ion ?wii cn iccounz.2j for 24. of

rne ;oDi.ai adjust~en .i for,;i accouno. Tin. oeconi ol

i;:oort.ant, .ari<up waS dJue to 'Pro;ra!.i Execuzab:_,j.ty' A

wcnooe infjuence .ja; 22.,].. Tnie tili.rd ;nozt~ inf~uen: a .

ia r<u o wao3 du e .o 'Con -rez z 41an a i Ac i onr I ~

.- 4



coz:lprora.iseci 19.1; of the totai ,,-ar.up:s for t;113 accoulri:.

Thne fourtri .,ajor infiuenzial mnar,vip aas Jue Lo 'Unfunieci,

require.ienzc.' wilica constituted 16.2.;) of tn~e tota.±

".!eapons Procure~ment-1,1avy :sar:-up3.

Jithln the ShipbuiidinZ U Convers~ion-Ilavy approor-'a- %.

tion account thiere were three major i.iark<up ju:3zL-ficazt'3nL

utcilized for reducing, (cuttinS) tniLs account. Th-ey

w4ere, in descenoin.S order oJ[ infiuence, 'pprovai. for-

Production', 'Con;lressionai Action', and 'Pricin-',

wnose nd iv iduai influences were 46. 2Al, 30.03J7 and 15.-'

respect ively.
'N 0

uinin thIe Aircraft Procurei-.enL-; avy appropriationF

account , tne raoz; i nfluent ial n13r-~up Was due to IPro. rn::i

~xecutabiiityl wilcii con.;Lituteci 33.9,' of thie to~s.

~;aruosfor tnis3 account. Thne next Larses;, inf-uence5

waz; due to 'Rricin-' at2., Cnesia.Acrn

wita 19.5., and 'Approvaj. for ProductiJon' with 14 .2."

t in in the Othner P rocu reinen;-H-a v y a ppro p ri a r aos

acc ou n ., trie :,io -t i n flue nt J_ ar uo w.a ' ?co 3.

Executability' witi 39.4,;) of ne toral. .~:.usfor z~il

appropriation account. 'Projra;,i .xecuao:l;yl w.-a.

f o iiowe d ra er cl o se -y b y I P r .c n,, wn.uc c on,, ;t eJ

3 3.1 of;7 tn e 3 r KU D ju tfc . ioan .

RESEARCH, DEVELOPMENT, TEST AND EVALUATION. . T ui

,cxne Reseacrn, Deveiopmen; , Test and Zva.Luat ion 3t~popr-a

tion account, 'Con-ress;ional Actio)n' was by far- trne2

96



'L

predo,iinate Liarkup influernce wviitzi 55.0;, of trie toa-.

.-iarkups for, c*,ii3 approsria;:a.Jn account. Thie nezc&

nij. r e st w,,a,-- u p ju 5tif ic a t o n -we re 'P or a.i zxe c u a 0

izy' and 'Appropr ia ionali Trans fe r' i;t,1 a j tant'11 .4

and 9.2 reas:peczivliy.

OPERATIONS AND MAINTENANCE. Tne Operation-i am-"

MIaint.enance appropriationa~. cate~or y cofli- tS of' -il j
f o ii o w n appr'ooria~ion accoun--3: Operati-ons anc-!

1a Intenance-Havy (OAN) , Operatioins and >-iainc'enanC,2-

M,,arine Corps3 (Ot-IC) , Operations and Main-tenance-1:.av-

Heserve (0,-ER) and,' Operazions and M-aintenance-.iarZ::ne

Corps Reserve (OM.-CR). The biosz infiuent.Lal sauj for

thsappropriat ion cate fory consi13ted of , in Q7e.3-oenj ii -

o,-c-er of priori ty, I P Ic I, ?r Year Perf or:,arcc

and I ?royram Execu tabii Ity I wniose inf -uences were 23. ~

24.5,' and a mor-e distant 13.4'; e-s:Decive.Ly.

*By viewin- the staticz.tics contained witnin Taocle

Fifteen aoove, it can be dater:mined w.hiicri 'Type of

,tar-,up Juocificationl exer-, ise S ue 4 j io[10t irflience U o n

..le budje: decis3ions for ta.'e s;x appropriation acce ass-

refiected wizsnin Tabl~e Fifteen. F-or the Deoarzinent of '

sne Nlavy (Doll) for Fisca±L Year 1937, 'P -omrra~m Execusaoi.- .

ity' accounted fo 0 ). 2., o f tone t o tai i;r: u pzsrev I o,; eJ

Glvin~SOL~dcredX~lity o tone co..',i:enzss anaje by uJe

Evaluation Group (JCB3) personnel as dis-cussed eariier

within ths tnesis. 'Con.;re33iona. Action' oiayed a

97
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21 .2 inf.L~ience wI'i Pric nZ) next In Dre f inf iuence

~z~ 3.?. Tn e r e main n : arkuo justifca.,onz na i

_.e ;,er inf~uence3 and effects- on the ovez'ai: ou6'a-3t nd,

wtiexception of" 'Approvai for Producto i and r

Year Performance, witni 10.0,; and . .respec cively, we,-e

widel1 y di6Lriuutled.

Thie cnr ee I ar . ez L and iios L i nf Iuen!t-iai. fac 1or5 :n

~ne r-ev-ew, anti .,,aup proce.3s as can be ;een fro.i: z;t,

aoove data 1*s .nat, t e I Ddi- Tnr e e' p r o ra ii e x ec u a -D

~y, 0 ongrJ ce L.3onai± acclon and pric in;,) as discusse.4

Fo:'oiou c tt - . -iess a 3r e :n -eed c o Cnerc tones S moun

wr I cn tcie .iaj4o ri ~y of jua -et dec isio n ac .o n . jr

Con,]res.;ionai actions played a :-d~in~ o-?p.

Ij w;i n ciie Res e arc n, Dev el1o vn t , Te L; a nj -:v a sa 1 n

?(LDT a) account. and ;iaz ev iden,, in every 2rocs:.; n

ac co u nt iS p iay a in T a ol F f ce en .ji '.-I a .Ie3VI e %

ta:..onas'is in : ae ".-rcraft, Procurement;-:Iavy and 'Ic r.-)n

?rocu.'e-men t-iavy accouci s. Obviousiy -.ne inzerel-:

exnzited by Con-ess in tnese Depar, .i:enz_ of tIie iv

appropria;.Jon accounts indicates a particuia.,,y ;ron

des ire by that yroup to 'xeeo the pur:;e sirin.;s' anis S

Coni,:rO. :a.e accounts.Z wAlicr affect tihesrd i'.t .

ter:s. of c:onc ractuai .3upport.

3ecause the oud7,et is ".Lie uitzxna~e ,.ana~e,-'enl, j

in zne federal :overm:.enz, it, :.ay O.Lso be ar-uea trio:

tLac Con,rez, trou'-r its3 use of Temoneitary

93



constraintz, ace tie individuais actuai'., aaxin-, I~ry

poiicy and decis-Lons.

T i-,e i.1a ior' d e c-;3iJ3n s o ein, mia de ;i> -ni n tie D e p a f-:,ie. .

of the Navy are present -y be in,; i.ade fro:,, a ' filcaj:ca-,

business' decision baSe vice an loperationail base

created from evaluated tnreasts.

lii n.Li h t ed Lithin this cnapter nave been -,.e

folo*Ai'; iss-ue3 anc concepts pert:.nent to sine u

d e cis io nn a i n: p ro c ess wI rn in tine 0 ff-I ce o f 3 u J e .

2epo r t zO a nd tne i;.ipac t o f 3 uc n bu -et JAec1 i,.on

.,ai up~on m re overa -i Depart men't- of trie Aavy (DO:.

o u de t. T iie b u der.*in , pr-o c esZs --i i i -'n t.one CH 1 j. sojec t

to oozn suojectilve and oojective inf-uenceL, im e

_oWler 1eVei.3 oaem 0 .ior zu.jecti"-ve in thieir L

aecision r,'ax:'nI- orientaton. Thae objeczive (;.ecnnizna')
c siderationz; piay a secondary (a<nfr~ata o

beside z-c Subjective C poitcical) considerations 7 4,11 n

the formulation of the :)Ol 3udet. Thie 132i"; T.--ec

a -u p u juti f ic at io n (r eductions) consis;t of, in

descendins order, of occurrence, are as follows: Dr C Da.

executaoiiity, Con:-ressional' action and, zwicir...

Coun.,r e szic)n a' a cio4,Dn L pL a y a p re d o:-i n ate in f.1 u enc n

co.Le on, tre researccn, jeve-Lopi:ent , test' and eva.Lua;:sio2-

3 dp r,,,)r atL:in aCccounz and iz3 evijeflL in a- procire-.."

account2 , especia±±ty aircraft and weapons procure:n-et..

4.%
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IV £I. QL1jC.LU~iOQ.

Due to the i:.tced resource'; ava Lauie for

tion by Lhe Departiiento of one Mlavy, itis oeco:..:n d o'

encuuibenT; upon everyone in a rezource ailoca ri >;.On

a~i n~ c a oa c I'Ly Lo ti in~ inor e on e co no:;. c u e.:iv w

opera tionai and Liardware req i-re;enrts and czmi.s

Increas3ed eonpn~asi6 upon reducini tne ai00ufl Of zne

federal deficit (a.1.-d.anHlis)recui'res t

% ~everyone achieve ,,reat er leve-,s of L-Iii ity '*i -, 1 r e e C

-o the resources Ifundzn:9- entrusted zso tnem, for defenL'

pur Po es 3a inin~ a :re a zer .nowled.e a n ap r e c a n

o f tie ro e a nd f u rcti on o f c he ou*; etL cc so n :~.

cr o c e as itL e x -iszs w it in toei DDOJ is toe f irs S.

toae iat direc tion toward aenieV-in- rne elus3ive --oaL fr

every iLi-tary officiai, tnat o f oo tainin i. 'o rc s &n~

for to.e (kavailaole) buch'. A3 one ilavy oud.re; fca

Trne most, irdoortanz: endeavor ..;i-cn a 'laval of.'Licer o:co
,ju r ue, durn!; peacetim.,,e, is Ltoat of odeiI n
:Javy wants is off icers to :;arla-:e , not, s iLiy addJ -i

u,:ibers.

Tihe Bud e-. of toe IUn i ed Sta res .of wnicoi sn,)

Departm-,ent of toe MIavy.s :sud:eL 13 3usseL, to e

orinioaL :?c~cins~IUy wnlcri res3ources are zaza.e

into Jesined courses of action to acnleve toe Jes-ired

and stat ed defense oa.:- and oiectivezs. T ie ,~ easV,

F. 'I 03



W.~ ~~,~ ~~~4. W:4 i. wz W4 . . wr r. W'. w .~ Wl W N MI U- . IF. Ir, ~-. - -. . W . . -. e.

r nerefore prii-. ar iy -a .,a a e:,en - and a c is :;n :I

t:_oi and_- ;.,,uc~ i*,;ore :_ an a . npeaccoun:in; :eio..

ay wn§cnl to i-ac., z:ne d iribuition of r'esources en-;*2.s :

o ;nle DWL. 3u0;cta7eers_ nave Ibeen Jeyra o'i oy

ouc1-et officia . as Oeino solie wo:at synonyniou.s -o a

'fis cal navi-azLor'. In order for a 'fi~ca_ navi~a.*.:-

co . eep fron.,; rinnin.; a .rounJ on any of tne u:i,

niaza,'Js and s-a .sd.3crioed ear, :er i n sni:;i::

nru. po3ssess an accurate xnowied~e of tn e f r.a,. ire :

wi c; iI.n a , I c . res3ource alioca;:.4on (bud,;e7arY) Jec ... on-.;

a:,e i;ade. Ef twle 'fis7cal navlsazor' i,3 1u.L'Y all;a.-. 31

in e b a,:e Li n; - iazard5 I wniUch :,iusrt oe faceJ , tie can .. :.,e

jsce.3uy f f LY"or iuloza a eource aliocati oll ( ouj e:

.all WLucrI 110: on.Ly :,;eers rcie ooeranazrcu e.;n.

of .iscomr..iand but, a oud:'et clan wic - can 3e sncorpo-

rated in- o Lne overa..- Deparo.nent of tne .Javy r e .ju co

a _:ocasion (u~o ~n

3ud-.l;n.wn n eazin- fce:v

n,,) twn; _io.e rn n a .;pe a z,' f j:n f :ri:&aec

7 ffe C L vZ ou->2 Jaec ." on rain -.'eqi ice_, tuie c on n

anJa ccurcate e va aua t -;,n o f bot cIL 0e pDoi. 1oc C ! is

:ec Lin ca rt.fu en c es w i ,In tn - o v r a i ou-z ci n

j n;.ienr,. lns ead o1 s_3crijin_ a uuaiez, a_-1

O.
'zeucra I'1A.,e C D or.. ar e L Lie r 3sa c o0r .iac '1 .e 3 J'

can b-, -.or e accura oeiy de~c r ioe] a3 be inw Lrar)e a cun

to a 'c i:e e o n wi ose 31a d e cof c j ore '~ia; e :.n e



inf-Luences of U-0e enviro-nr.:en:; ..,_tn:.n ~c z~ae3

44T h .e-n -c as Dec~ L oNvy bu~l -e -..n, is Lfir a.

,.;;ac L Jic a . pirposes tax'en foor .;ans.ed. Te *ser-vn;oc oI correct t oud,:get numbiers serves a.3 rzne )as3e...ne u or.

.jn c h a -:i o~her budg et facrors are ±nsroo uced :n or ler ..

Lo fo.r:.iulaue t'he 'finail bud.g-eL nu.,oers.

Thie fo±iowin. rLopic are 3u*,:,i-.ed as 3uu)Jecz areci.-,

f or f u.rnner 5zudy and investi;,az]Lon: -14e e J:. n n 7

oud~er-aiy ipac-. (role) piayed oy various ermen;

a denc -e.3 upor tkl DOJ~ ml 1J_7ar y personne i-, rcocu re:.,,en u

3,oera;ionL; anJA iwalienance, and iDT.-E approo)rialor.

30ccounfl5, f ro,.. sne c oimp o ne n z f153 I oiir .aLbu d e Gc. e~a-.

to : i-i bud~e; z''a conz ainedi .-i--in e 3

uc et; l *dnea in in rmore feai t- '.e'ifer rcC

and funcion_, perforieu by .1ie D)Irector of 3udAJez anu

:~e~r~s(iUC3), anc aijo as tne DirectoDr of cn*Le ~u

Iana-e.'.,en-,. D -v isi in ( OP-J2 ) on oena if of zie Sec ce~

o f ;e ;a vy (SE C iA V) a nd cne C i ief o f *Ja va p Oera~im

(c:iO) n'~~.aj f,_r-;rler deta il C IIo 1

)n e oD ftoe DroaU' (.iacro) facorj -;,iicni infuernce ---e

)uj a~ ecision ia'n witht~in cLne Deparrt.,ent of toie

)-i ouacin. (poliic v'.u.,j -ecrin-'c3' o ud ec.an,
J..

mre ~r<~factlors upon r-ne Depart;ienr of" rie :ivy

1J2
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V% Pit

(Do,") procure:,ienz, and researc:n, deve--op,.enz, e;ri

evaiua:-n io ~ ~n accounL3. 
*i
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1. zich, Cnares 3n,- -Lc..,ean, ~o~ac.Tne Zconcr.i-.
Defen;e in :e iUC ear, A -2, liowiard Un iveL.t ;y

2. ! oore, :u.ei.AA ana erent; .-anGdoo.<,,Aeia

3. iIav y , itar on. The Po izics of zcrie 3ude:::v
Prce, 1-itL-e 3rown and Co:-oiany , 19 J4.

4. -ioki, .iioc..e I. Tne PoLio< of Defence L :
L", '.Iationai Defen.3e 'n~verzi: y ?~,~o' :.
j. !ir a ;nin~ton, 3.C. , 1933.

5. diIJavsxy, Aaron. 3ud. ez;:n -A Cojlcar :iv.a T.ieorv ;
3ud-,e.Qarv Procease.3, Lizte Drcown 3,nd Coipany, 1%

6. Turban, Ef-ai.. and 2Tereii; i. J c.K. cunja:Len:e -
.ana-:emenL Science, 3 u ~n e P ?o c a n - .c.

7. CrJibbin, Jam.e2 J. Zffec::ve .. ana ec:a.3L L ee~l2
A ,.ie r i-a n 'Izina,-.e r'e n L Az o 2ao n, Tin. 1972.

.3JaVa]. Po.S~dau SCnoao, pi'acim 2~oj.

SIud'; Guide, Tu-y 1 )33.

9. C o r-t r o -I e r o f t iie Ja vy J.iAVC 0:1 T) Ka nUa ,3 av
Corjpcro±,..er .lajuai J'jiy 13.

13. 'Off ice of cnie Ci4ef of :avai- Joer'a icn OP~ ".7,
in3cruction "5430.47A, Or.-anizaoiona.L janua
Septeiuuer 1934. ,~

1 1. Deoar;. i-enlc of z ie Javy Tn .rucrion 71102.2A 3u.
Guidance :-Ianual , 24 I"ILU:3Z; 1)35.

12. Office of ::'anaei-e n-. and i3ud-er-, 3 d 'e of ;:ae
Unicedi 3'.a ;e3 Go er.,en -- s a.a.)..-1937
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