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This tnesis 1is primarily concerned wita tne budset Sas
BASRS
3 : - . . . '..x.
decision processes within the Department of tne ilavy o

(DOil). Included will bpe an overview of tihe environumenca.

fravmiewor witrin whicn tae budjeting process is con-

ducted, thne functions wnich a budzet perforns and 1ts

ry

cnaracteristics, and a description of now oudjeting i3

into zeneral decision making tneory. Tie Departuent of

La

[

davy (D290l) opudzet process is zuided oy tae Cowpuinl-

ler of tae ilavy (HAVCOH4PT), Director of Zudzet and

"

Reports (ICB) and the Director of the Fiscal anaseuen:
Jdivision, Office of the Chief of daveal Cperaticns
(0P-92). e wiil outline tne internal and externai
orzanizational relationsnips of tnese units a3 wWell as
tae functions perforned by tnese departments and tae
responsioilities assizned to taelr suounits. A Zenerc:
overview and more detailed investigation of tne s:.2cifics
of the budzet decision ma«ing process are exaumnined rro:
tae various departmental perspeciives and cocrdinatlion of
tnese decision efforts will be discussed at i2n-ti.

Certain metnodolozy was used to Jatner tne data,

T
-

ideas and to report tae procedures winicn wWe Jdiscuss 1N

this tnesis. To determine tne reguirenents of tails

Lreatmnent, a ©l12ilo,rapnic searca was conducted using
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N avallao:e iidracy resources. oJdefense LO_J13tlcs Studiag
7N

N Inforwation Zxcnange (DL3IZ) and tnesis advisors enao-
s

v ated ey poInts. Of particular note were Ta2 tTWo oaln
M »
o, information sources of written data utilized witain T

tuesis; tae 3udget Guidance llanual (HAVCOIIPTINIT 7102.24%)

.

- and tne Conptrosler of tne davy “tanuet. Additiona.

.- supporting data was ootained fron various otner sourca:c
.. ‘ e
= as per ine vibliozgrepany.

To augment the literature review, a researca fie.d

- Trino to asuington D.C. (Pentazon ovuiiding), more spacil-
- icaliy to the Orffice of 2Budzet and leports (03#), was

-

¥ conuucted in tane monta of Februdry 1805. During tTais

e tLrip numerous budget division officialis and tneic suLover:

budzet analysts ware incerviewed. Tness invervicews

37

| ) b

orovide evpianationa of tae linkasze Detween tne «written

.\l »

. . X : . . ~ : -
. oolicy requirements and tne reaiity of tne cudiec e
> 4 4 4 .

2avironment in waicn resource aiviocacion decislons ars RAEN

‘ NN
- cade. dltnin tihe Perntazon iusell, prosrail iarocaatlon i
- {{:
. - searciaes Were wade oy nand as wWelil &3 2y cowputeaer., }?x
t -:‘.r: ’
e Success in tnese efforts was ;reanly ennanced vy tae RN
.. N
2ol excestlonasr cooperation of tne Ortice of 3udiet and
2 o
- 2eporss (J58R]) personnet. L
o Joon return frow cie ri2.id res2arch Srio, inforwazsion -

o' -

. cor.ecied was coslatved and interprated.  Foilisu-up gﬂl
B <
- PN,

Gl te.epaone discus3lions and Lae3is advisor 1nput Wwas dosed f};\
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P decided upon for ease of incorporaticn 1nto Cae Laval
*
!
Postizraduate Scnool's Public Policy Processes Course
RN
0 (1d3172). LEacn chapter, witan winor outside prepearation,
4 Caa A . . . - : .
K Will pe able to stand alone. !loreover the independent
1
reader will be aple to understand part of tnhe Depart.=2nt
~
-~ o . o . L. Lo .
o of the liavy's (DO{) budget decision making process az i:
\ . - .
4 occurs wWicnin the Pentagzon.
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o Tnis chapter outlines the following zeneral budgetary NN
D : \'7\'_-
) and decision making topics: the role that tudgeting }ﬁE
)
e LA
" plays in the overall managenent process, the different . s
QY '
Ay . . . 5 . . N L
o characteristics of a budzet, the environment witnin which
*.
3 the budgeting process must be performed, the aids by
which tne complex problem of budgeting is simplified anc e
-._J ‘\:_'n.’
N . . , . . . A
= tne interrelationship between general decision making ;qE;
o A
-« . . - ‘-\
- theory anc the budgeting process, ;ﬁ,ﬂ
>, o
e The national defense effort has been predominantly pe
oy
Ej viewed in terms of military strategy, tactics and :
~ nardware requirements and capabilities., However,
- [ a
r ; : s - ; , N . T d
increasing demands being nade upon this nation's limited .
- -~ -.' " -
-"' . - . '- '.
v resources and the increased enmphasis being placed upon S
. \".- "-
7 e
- . . . Nt
/- reducinz the amount of federal spending, as reflected by N
. SN
tae 3alanced Budget and Emergency Deficit Control Act of PR
>, e
e . . . , ) el
’ 1935 (Gramm-Rudman-Hollings), is changing the manner in AN
= . , . . . . e
‘. which the naticnal defense effort is being viewed., Ilore NN
R
b 30 now, than ever before, the decisions pertaining to e
A N
- national defense are beinz viewed in an economic sense. RO
EN R
o Caarles Hitceh and Roland lic{ean place this concept into . f
o RN
D perspective oy stating [Ref., 1:p. 29]: r-
:\ Tne debate about the scale of thne military effort will b_d
o take place in terms of the budgets (and tne N A
:’_ . ,\":*.::
. ;ﬁV
= 12 -
N
~ .
-4
- - -
" SN
~3 SRS
-

Ay A e T T L N A T N T T A N N T N N T S AT N T s
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capabilities various budgets will buy), not in terms of
commodities (and the weapons tney can produce).

When viewed from an econoric point of view, national
defense can be considered to depend upon three factors
[Ref., 1:p. Uj:

- the quantity of national resources available

- the proportion of national resources allocated to
national security purposes

- the efficiency with which the resources allccated to
national security purposes are utilized.

Thne first economic factor (tne quantity of national
resources available), which directly impacts the scale of
the national defense effort, is a concern of the niznest
level of decision making in the resource allocation
process., Decisions at tnis 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 econcmic factor (the proportion of
national resources allocated to national security
purposes) exists at the next level in the resource
allocation process., Decisions at thnis level are of
prirary concern to those elements of the zovernment such
as the Office of Management and Budget and the various
Appropriations Conmnmittees of Congzress.,

The third economic factor (tne efficiency with which
tne resources allocated to national security purposes are

utilized) is of primary concern to those elements of thne

13
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zovernment such as the Department of tne Defense and k&\
subsequently the Department of the iavy.

The 'Budget of tne 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 wnich national

resources are translated into specific courses of zcticn.

The degree of success by which the Budget achieves tnis

!

. . ‘ N
purpose is dependent upon the influence of budgetary :qi:
S
it

. . RS
'nolicy' upon the resource allocation (budgetary) el
. .:_\ "

. . . %
process, Russell Moore describes the importance of E.qox
*policy' upon the decision making process in the fol- }ii
lowing manner [Ref., 2:pp. 1-49]: :}ﬁ:
'\}:‘4
The principal task of policies is to zive consistency Q%Q
of decisions wnile still allowing different decisions Rt
on different sets of facts to be made. Policies_ taus AT
furnish the framework for plans. There is consequently N
a close relationship between policies and delegation of \IS;
authority. NN
y ??ﬁ
The word 'budget' has many different neanings and is SR
A

Lo
. . . . . RS
interpreted differently by different people. The SUOA
(S

L "
. . ‘. .l

Department of the Navy Budget Guidance ilanual 3?4'
e Yy

(HAVCOMPTINST 7102.2A) defines a 'budget' as follows:

A budget is a document which expresses in financizl
teras a plan for accomplishing an orzanization's
"objectives during a specific period of time. It is an
instrument of planning, decision maxing and manazement
control. The budzet 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 t'budget', quickly realize that the

14
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primary purpose of a 'budget' is that of deing a manaze-
ment and decision making tool and mucn more than a uere
accounting tool by which to keep track of nonetary
distridbutions., If viewed from a management perspective,
a 'budzet' can be consideread to possess certain charac-
teristics. Aaron Jildavsky outlines the various 'budzet®
characteristics in tne following terms [Ref. 3:pp. 2-u4]:

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

-A budzet is a comtract because Conjress approves
expenditures, purposed by the President, under
specific conditions based upon a mutual understanding
between tne President and Congress.

-A pbudzet is a precedent bDecause prozrans whicn nave

oeen enacted are much more likely to be funded in tne
future.

-A budzet represents expectations because departments
predicate tneir requests upon certain expected events
such as tne expected enactment of a particular piece
of legislation.

-A budzet becomes a plan winen it is coordinated to
achieve predetermined zoals or objectives.

-0 budzet is a strategy in that the level of fundin:
granted to an agency is predicated upon tne amournt
requested by an agency attempting to allocate funds
in a manner which favorably enhances tne budjetary
goals of tnat agency.

The budzeting process should be viewed with tne
following environmental factors in mind:

-The participants in the budgzet decision making
process are not aiways clearly defined.

-It is a uixture of technical and political
influences,

.t

D e e o e e e R e S A L A AT AT AT T

Ld

SRR

A ]
-~
<
-
-
A

e

A R A
PR
. .
R
2 5 8 a

WA
[N NN
Vol -
A

AP

4 s

" I' [

LT
L4
4

{

)

5.
X
re

. ."-.’

a2’ s

‘l
~
7
)

a
III

1
2

‘1l [

~}:'£'.\
v
LA
[N

A
.

y s
PN,
'-I"‘l
'
a‘s

¢

&
Aeas

,...,
AL N
.,.'!'I.:}
'
Solatale

A

2t
.

2

.

S LSRRG LR



LR BRI 4 P /S A i At At e L A > ~ RN

-It is an innerently complex process.,

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

The rules by wnlich one 1is 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., ilicnael Hobkirk describes tnese written
and unwritten participative rules in the following manner
[Ref. U4:p. 39]:

Participation in the decision making process does not
occur at random. There are numerous Written and
unwritten rules gzoverning now an issue may enter tne
system, who can become involved, who must be consulted,
etc. The rules of the gamne are devices for ordering
how minds are brougnt to bear on a problem. An
unwritten code of etnics determines how a particigant
niust 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 whicn can best e

described as a curiocus mixture of two dicnotocmous

‘. ‘l

.‘l'

extremes. On one nand tnere is the purely objective

R

(technical) viewpoint toward obudgeting. The criteria
utilized under this approach to budget decision makirg is
simply to choose that alternative which makes tne best

economic or business sense. The rationale used in tnis

= T. >
apprcach is, basically, that, as long as the numders are :Q&’i*
LN N
riznt in an economic sense, the proposed budget should <o !2
~)\ :
o
througn (be approved). The other extreme toward bdudget NSNS
Y <.
’ I NEN D
decision making is mucn more subjective in nature., The ;&ﬁfq}
NSNS
. .;1!‘.\.
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criteria used under this approacn to Sudgeting 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 3o
tnrough (be approved). Aaron ‘Jildavsky describes tris
curious budgeting arena in the following anner [Ref,
3:p. 143]:

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

The budgeting process is an inherently complex
process., ‘itnin any large organization, particularly tne
federal zovernment, there exists an enormously larze
number of items or progzrams, many of which possess sreat
technical complexities., The complexity of budgetinz is
compounded by its taking place in a context in waicn tiue
is typically short; there is never enough money; people
disagree upon now to spend it, the consequences of budiet
decisions are not fully known and, while the budzet
decision makers have some latitude in their decision
making alternatives, thneir actions are influenced Doy
other people, In order to overcome this complexity,
budzet decision makers seek to simplify their problem by
adopting any or all of the following techniques [FRef.
5:pp. 5=61:

-neuristic aids to calculations
-incremental approach to budgeting

17
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-the utilization of satisficing.

One method of reducing tne burden of budgeting is for

the decision maker to adopt neuristic aids to budzet

calculations. Decision makers make small budget changes,

observe the inpact of those chanzes, 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

”
3
P

L3

DAY
.
S

R

constituency to inform the budgeteers of the conse- T

“.l"
CAGR)

quences of such decisions,

'R

'R
.
' .

Another method by which budget decisicn makers see

e
.

to reduce the complexity of budgeting is to institute -~

e

incremental budzeting. ‘hen utilizinz an incremental

approach to budgeting, budzet decision makers do not

review the budget as a whole. Under this concept the

prospective budzet is vased upon the previous year's

budzet with major emphasis given to marginal decreases

or increases., The budget decision maker can consequently

concentrate nis efforts upon a relatively narrow marzin

of the overall budget. Paramount to the concepts of

incremental budgeting is stability in the base budget.

It is stability wnich zives incremental budzeting

application and usefulness in the budzeting arena. The

rationale, upon wnich tne base budget is predicated, is

seldom questioned and, if cnanged, is not changed

lizhtly. Agencies, under incremental budzeting, can

18
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3 count upon receiving a level of funding similar to the FEQ{
¥ '.'e:::-'
amount they received the previous year, The amount RS
.. . . . . - o ..
which they expect to receive under incremental budzeting LA
A
. . SR
IS
zreatly outweighs the amount whicn is left open to :{Qﬂ
[ :,- :.:’ :-
debate and scrutiny. Ry
1
N Anotner method by which budgeteers attempt to reduce fjf?
\ A
. . . . . RYASK
E the complexity of the budgeting process is to 'satis- T
" NI
r. . .. .. -
n fice', 3udget officials often do not try to maximize ﬁs ﬁ
! when making a budget decision but satisfice (satisfy and R
- suffice). To reduce the complexity, budgeteers often N
", (&
n reduce their goals or sights. They estadblish minimum N
. >
! levels of expectations for the proposed budget and when E!\;
2 ‘ o . i
" the budget meets this minimum desired level of perfor- PO
- , ’:. >
mance, they cease seeking the optimal budzet decision, :n?f
The budgeting process is conducted between parties o

whose relationship is a mixture of cooperative yet cften -

WS WU WL LAY

conflicting interests, Central to this concept is tae z
i):
differing roles played in the budgeting process by the P
Rtk

e : . . tAT
- advocates {(agency) and the cuardians (budget review RORS
r S AT
. N NS
P . A N
. personnel) of the budzet. The agency is expected to e
¢ provide the guardians a choice of items from which 54;_
- ok
- . . - . S
- budget reducticns (cuts) may be made. The zuardians are ¢j}.
-, " N
% oG,
\ . N . . o -
) expected to provide the advocates budgetary limits QQ%L
b . . . . . | o
= Wwithin which to make budget decisions. BRota roles are A
: NN
A . . . BN
- intertwined and dependent upon trust and confidence to :\ﬁﬂ
Y BN
py e . . A

succeed., Without trust, the communication between thre NGRS
l!n ,115_ a0
- NS
. '- .-u
5 19 e
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two parties breaks down, resulting in the agency either
asking for too much (leaving money idle) or too little
{requiring supglemental requests at a later time).
“lithout frust, guardians impose stricter controls, wnicha
leads to the advocates engaging in deception, which in
turn leads to even more increased controls by thne
zuardians. Consequently, no one in the budgeting
process can count on anyone. In tnis vicious cycle,
everyone disregards the original budget.

As evidenced thus far, one important underlyingz theue
pervading tne discussion of budgets is that budgeting is

principally a decisicn tiaking process, Let us, for the

N h A

moment, divert our attention from budgeting itsell and

-~
o
&

concentrate our efforts upon gaining a better under-

- EEEFS STy TR T AR .Y T a7 VT T R P, R ATATA LA S e WY W - L s A

standing of zeneral decision making theory and now it

relates to the budgetary process. EZIfraim Turban and

Jack leredith define 'decision making' as follows (Ref.
(=]

it 5:p. Ul:

.. Decision making is a process by which one chooses

N oetween two or more available alternative courses of

) action for the purpose of attaining a goal,

. ilhen comparing tne definitions of a 'budget' and

" 'decision maxing', as previousiy gziven, it becomes

’

y obviously clear that the objective of each is to pursue

]

- a plan or a course among alternatives to achieve an

4

¢

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

\

| 2

- intezral and inseparable part of the budzetinz process.

;
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3udgeting 1s, therefore, nothing more than a specialized E«
type of decision making. ALY
Decision making may be viewed from basically two ST
perspectives: A
- decision making under normal circumstances v
- decision making under stress or crisis
Decision making under normal circumstances 1is
compromised of the following steps:
- defining tne problem
- searcning for alternative courses of action
- evaluating tne alternatives
- selecting one alternative

- implementation of the alternative

- evaluation (later) of tane alternative,

Wdhen viewed in the context of budsetinz, the stens =

P A

DA

to decision makinz under normal circunstances can oe ﬁ;;:

¢‘_:<':-‘

thouzht of in the following manner: iiﬁf

[ A

- Defininz the problem, to the budzeteer, means };g_

ottaining an understanding of the relstive impor- O

tance of the various items in the budzet to the RN
other elements contained in the budzet, :'

- Searching for alternative courses of action irnvolves
the formulation of different resource allocation

proposals for consideration, e
- Evaluating the alternatives means determining the -
advantages and disadvantages of eacn resource .

allocation proposal and their impact upon %ine
other activities performed 2y the agency.

- Selecting an alternative implies an attempt to
choose the 'pest! course of action whicn, in budget
terms, often means choosinz that alternative with tne
least disadvantazes.,

21

AN N ST AT M A S A :

S e
W VOV AR LA R NV




I A A e i R e e S o A iy

e
" 'J\f
2 o
u p—
5' N
» .'-‘.'. o
. RS
N - Implementation of the alternative means enactinz tne g
u resource allocation proposal by promulgating it as 0
' part of the formal budget. :

N
) . v - . . ¢ "..-
3 - Evaluating (later) the alternative requires thne AN
. comparison of actual results or effects obtained e
; by the chosen alternative against the desired or AN
i clanned results. PASAY
- The decision making process durinz the ncrmal ?3i
» LN
; '.'-.:-
0 circumstances above yields the best results only when o
l." st .
L -,.:- a
i applied to a single situation or problem at a tire, E A
° Under normal circumstances, if the decision macxer
- encounters several problems, they snould be viewed
-
> - S 3 .
: simply as a series of individual provlems and sclved by

R

E applying the steps outlired above in a sequential manner. S
- e A
. o>
. A
- The steps to decision making under normal circun- ifﬁ
Y ',4'_-‘
: stances establishes the framework for understanding tine AL

decision making process. uch of the budgetary decision

making, however, occurs during periods of stress,

thereby making it encumoent upon tne budzeteer to

THERASSS

recoznize and understand stress and its impact upon the

o
-
K

/

.
&

budgzetary process.

AN 'l‘n_
"..

2
A

The negative impact of stress or crisis upon the

o
N

»

AL PR PATRENY S A DL H e

s g
decision making process 1s easily observed and evidenced a3:
-'.--':‘_ »
oy the following characteristics: Aty
:bf‘
- outcome 1s uncertain A
t e
. - csimultaneous multiple problems ff;\
L} y . - -
.:' .:.\:, d
2] - changing Zocals or objectives }ﬁ¢
) .
) . . . -r::
b - change in organizational structure NS
v .
) :
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- change in lines of comuunication
- short time constraints

- increased workload

- sense of anxiety, fear or panic.

The ultimate result of stress is that the decision
maxer is placed into an uncomfortable state of disequi-
librium. Once placed in this situation the decisicn
nalkker attempts to regain a natural state of equilibriunm
in which he is more comfortaole., James Cribbin describes
tnis adjustment process as follows [Ref. T:pp. 204-2051:

ongoing pehavior is blocked

manager 1s placed irnto a state
of disequilibriunm

varicus ways to overcome the thwarting
sSituation are tried

tension-reducing response is discovered

2

adaptive benavior maladaptive cehavior
resolves disequilibrium short term reducticn

and need satisfaction, but
no lasting soluticn
fAs irndicated above, the behavior wnicn a decisicon
maker could adopt in an effort to rezain a state of
equilibriunm may take tne form of either adaptive or
maladaptive behavior. Adaptive behavior, in the budiet-~

ary sense, primarily consists of the budgeteer seelting




out tne lztest and most accurate information from all

available sources (superiors, field activities, peers,

4 EHRY
% - . , L LA
. etc.) to reestablish an updated data base from which to N

<. predicate new decisions. James Cribbin describes tne A

forms wnich maladaptive benavior may take as follows

[Ref. T:p. 2051: N

"-. [T

recourse to agiression

~ withdrawal (from people or problens)

deception (to save face and maintain respect).

) It becomes obviously clear that the appropriate

course of behavior which a budgeteer snould adopt is

s along the lines of adaptive benavior, from wnich long ::“
b ORI

. lastin; and more permanent solutions may be realized,

versus maladaptive behavior wnich yields only short

lived relief from the crisis situation.

. Hizhlighted within this chapter havée been the

followins major concepts; a budset is nothinz more than

scecialized decision maxking, a budget is principally = N

& nanacement tool and much more than a mere accounting N

device, and tane budzeting process is zreztly influenced

y by policy established by hizher authority. -

In the next chapter we will examine; the external

and internal orzanizational relationsnips of the Comp-

troller of tne Navy (NAVCOMPT), the functions performed

o by JAVCOMPT in supocrt of the overall Mdavy organization,
h)
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and the responsibilities fulfilled by the sub-units
HAVCOMPT,

within
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Before we approach the Havy Budget Office (lLBC)

E'
b7
. 2

itself, we should first gain some understanding of tne

N
e
4

responsipilities and organization of the Comptroller of

. .c‘ '\ ~
[y

L the Havy (NAVCOMPT). This chapter outlines the followin: i
issues and topics peculiar to WAVCOMPT; the external and i:1

" internal organizational relationsnips of HNAVCOMPT, the ?'\
functions performed by NAVCOMPT in support of the ;_i.
overall avy organization, and the responsibilities ;u

: fulfilled by tne sub-units witkin HAVCOMPT. 2’

Tne Assistant Secretary of the Hdavy for Financial

!lanazement, ASH(F!), is additionally assigned the E
responsibility of fulfilling tne duties as tne Comptrol- ;Eﬁ‘
. ler of the !lavy. It should be noted tnat tne position :ﬁ:
of ASI(FY) is an internal Department of the tlavy (DOI) §:n<
N orzanizational prerogative of the Secretary of the lavy Eiéié
: (SECNAV), whnile the position of the Comptroller i‘;-:
(HAVCOMPT) is required by Congressional statute, ﬁ;;;

Thne Office of the Comptroller of the Navy was

established by SzZCHAV on 1 June 1950 in accordance wigh
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tne provisions of Title IV of the National Security Act
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Amendrients of 1949, Since its inception, the broad
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mission assizned to NAVCOMPT nhas been to establisn and

o’
[4

(N
(%4 9

-
‘.

implement principles, policies, procedures and systems
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lavy structure.

STRUCTURE
[ Ref.

financial matters within the DON.

TABLE OlE

A=55]

SECRzZTARY OF

DEFZISE

DEPUTY SECRETARY OF DEFENSE

which would ensure the effective control over all
Table One depicts tne
external organizaticnal relationship between tne Conc-

troller of the Havy and the overall Department of tae

"DEPARTVMENT OF DZFENSE ORGANIZATIONAL
(SIMPLIFIED)
8:p.

OFFICE CF THEZ

SECRzTARY OF
DEFEZIUSE (0S3)

| SECRETARY OF THE NAVY
L

[

—

TANAGEHENT (ASH,FM)

ASSISTANT SECRETARY CHIZF OF HAVAL
OF THE HAVY, FINANCIAL| |OPERATIONS (CHNO)

COMUANDANT 2T

CORPS (CliC)

COIMPTROLLER OF THE
HAVY (HAVCOUPT)

following functions [Ref.
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As tane fiscal/financial arm of SECHNAV,

1-17:

the Comp=-

troller was delegated responsipility for performing tne
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- budgeting

- accounting

- progress/statistical reporting

v,

\'i" w'

. s e :J"‘J'_-'

- internal auditing e
ol

- management information systems o
S5

- financial assistance to defense contractors F_

- administrative organization structure and manazeri- o
al procedures related to such responsibilities A
within the DOHN, R

. PRI |
As one can quickly gather, the Comptroller is, ).

IR

indeed, responsible for all financially related mstters

witnin the Department of the Kkavy (DON). The 3udcet

e
v
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Guidance Manual (MJAVCOHMPTINST 7102.2A) states, "Tnat tae
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budget functions of the Comptroller of the lYavy cceur PN
P4
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By

during all pnases of the budget cycle, including foraula- jjfi
. . . 2
tion, presentation, and execution." - | T
o,
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The Comptroller of the lavy is assisted in fuifillin-~ e
RO,

- Lo

nis financial responsibilities by the following sub- A
N

. . . . : . o el
units whose organizational relationship to WAVCOIPT is |
depicted in Table Two below: et
el

- Deputy Comptroller ;C\}.
el

- Assistant Comptroller, Financial Management Systeuws

- Director of 3udgzet and Reports (lC3).
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WCOMPTROLLZR OF THE NAVY ORGALIZATIONAL y }
STRUCTURE (SINPLIFIED)" i

[Ref. 9:pp. 1-41] A
Ay
‘e
e
ARG
COMPTROLLER OF THE NAVY e
Y
Y%
DEPUTY COUPTROLLER OF THE !AVY Y
i
e,
g
et

DIRECTOR, ASSISTANT COMPTROLLER,
OFFICE OF BUDGET FINANCIAL MANAGENHENT e
AllD REPORTS (HNCB) SYSTENMS 'ﬂﬁf
oRY
DEPUTY COMPTROLLER. The Deputy Comptroller provides RS
assistance, as directed, to NAVCOMPT and in the absence j:::
|'-r.|
of the Comptroller, functions in his behalf. Specific Lﬁﬁi
R
daily duties of the Deputy Comptrecllier include the ;ﬁ
L
supervisicn and management of the Office of the Comgtrol- &@q
. \'.\
ler of the Navy and related field activities. ﬁﬁ&
NN
ASSISTANT COMPTROLLER, FINANCIAL MANAGEMENT SYSTEMS. iﬁa
The Assistant Comptroller of Financial ilanagement %a;,
ol
Svstems provides assistance to the Conptroller by f?%
I
foramulating policies and procedures to be utilized in Qﬁj
the implementation of financial management systems wnich K
SRS
are desizgned to improve the effectiveness and efficiency Sl
S
of tne financial efforts throughout tne DON., Other f}é
selected functions performed by the Assistant Comptroller ;;!
of Financial !lanagement Systens on behalf of HAVCOMPT jiﬁ
."\':N
are listed as follows [Ref. 9:pp. 1.43-45]: ;j{
L
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- evaluates and approves financial ranajenent systems
for botnh appropriated and nonappropriated funds
tnrouzhout the DOK

- maintains the DON Five Year Defense Prozrau

- oversees the DON Internzl Review Progran

- appraises the effectiveness of new and existing
DOK financial management systems; identifies adverse
conditions and recommends corrective action for
financial management problems throuchout the DOL,
Thne above list of selected functions performed by

the Assistant Comptroller of Financial !anagement
Systems is Dy no means a complete listing and the reader
iz referred to the NAVCOMPT anual, Volume One for e
rore complete listing.

DIRECTOR OF BUDGET AND REPORTS. Tne preponderance
of the budgetinz responsipilities (at the secretarial
level) assizned to NAVCO!MPT are performed by tne Office
of 3udzet and Reports (0BR), which is supervised by the
Director of Zudget and Reports (iiC3). The followin; is
a list of selected functions assizned teo the Director of
Budzet and Reports (NCB) [Ref. 9:pp. 1.41=43]:

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

- establishnes the general principles, policies and
procedures wnich zovern the preparation, presenta-
ticen and adninistration of the DOL budget

- establisnes tne appropriation structure whicn
provides the framework for the preparation and
subsequent justification of the ilavy bud:et

- directs the analysis and review of budgzet estinates

of the DO and the presentation of tne budget to

30
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tne Secretary of Defense (SECDEF), tnhe Office cf
‘lanagement and Budget (0!1B) and the Congress

- exercises fiduciary control at the DOl level

- issues policies and guidance on reprograaning of
approved funds.

The above list of selected functions performed by
tne Director of Budget and Reports (lICB) is by no means

a couplete listinz and the reader is referred tc the

JAVCOMPT Manual, Volume One for a more complete listinz.

W e
A/

In addition to functicning for the Secretary of tne

R IR b

Havy (SEZCIHAV) as the supervisor of tne Cffice of Bud3et

and Reports (0BR), tne Director of Budget and Reports

(NC3) functions in a dual capacity (dual hatted) to tne {f\i
Chief of Naval Operations (CNO) as tne Director of the %ﬁ;t

£
Fiscal 'lanagement Division (0P-92). Table Three ocutlines {;:d

In
[}

-

the relaticnsnip of OP-92 witnin the overall CIO organi-

zational structure.
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NOFFICE OF THAE CHIEF OF NAVAL OPERATIONS P N

ORGANIZATIONAL STRUCTURE (SIHPLIFIZD)™ o
A [Ref. 10:p. E=1] VR
: L
q .--.‘"‘
t. ;..::’::J'.
CHIEF OF NAVAL OPERATIONS ROLS

0P-00 Lo

Sea

i
RSN

VICE CHIEF OF JAVAL OPERATIONS L

0P-09 el

DIRECTOR, HAVY -

PROGRAM PLANNING o

0P-090 NN

N,

f_:.-:.-

LA

DIRECTCR, FISCAL R

MAKAGENENT N

i

0P-92 P

Tne duties and responsiovilities of the Director cf
the Fiscal Hanagement Division (0OP=-92), within tne
Office of the Cill0, are delineated in the OPLAV Orzaniza-
tional !lanual (OPMNAVINST 5430.48). The overall missicn
assizned to O0P=-92 is the developrient and iumplementzticn
of a financial management and comptrollership system to
ensure tne effective manasement control of funds and
resources assizned to the Cil0, Jelected functions
performed by 0P=92 on behalf of the Cl0O are listed as
follows [lef. 10:pp. F2-4]:

- formulates the budget for the CiO

32
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- supervises tne preparation, analysis and review of
the budzet estimates for the Cu

- prepares apportionment requests for tne CIO and
allocates funds as appropriate

- reviews rates of obligation and expenditure of
appropriated funds and exercises budget control
for those appropriations assigned to the CLO

- acts as tne primary point of contact {for the CiLO's
financial management prozramn

- functions as the C!0O's liaison witnh the various
Conzressional Appropriatiocn Committees

- acts as tnhe responsible officer for the appropria-
tion accounts assigned to the CHO,

Trne above list of selected functions perforied by
tne Director of Budget and Reports (NCB) in the role as
OP-92, on behalf of tne CIC, 1s by no means a conplete
listing and the reader is referred to the OPIAVIIST
5430.48 (Organizational ifanual) for a more complete .
listing.

Of the responsibilities assizned to tne Conptroller
of the liavy (outlined earlier in this cnapter), it is
upon the 'budsetinz' function and the associated decisicn
making process tnat the remainder of tris paper will
focus its attention., Tne activities gerformed oy
GAVCOHPT during the DON budgetin~ process can be suddi-
vided intec three basic phases; formulation (including

suidance and obudget review), presentation and execution.

Let us now examine the first phase of the DOH budzet
process, tnat of formulation.
33
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FORMULATION. The Comptroller is responsible for

establishning department-wide policies and procedures to
pe utilized within tne DOY during the budget formulaticn
process, Precedinz the formal budgzet formulation
process, NAVCOMPT provides assistance to tne Chief of .
llaval Operations (CJ0) and tne Commandant of the iarine
Corps (CHMC) in the preparation of the DO! Prozran
Objectives liemorandum (PO!1)., The PO4 items will later
formulate the basis froa which the DON budget will be
crepared.,
The Office of Budzet and Reports (OBR), on penalf of

the Comptroller, provides substantive and tecnhnical

et
P

direction applicable to all phases of the bdudzet foruula-

L% B B

LAY
i,

P

ticn process. Tae budget ~uidance pronulzated by tne

Office of 3udzet and Report (0BR) is a conposite of tue

~ 3" g1 W

o

. \ PRy . . N
requirements from several sources; tnhe Oifice of iianage- IENANA
PN
ment and 3udzet (0M2) circulars, policy zuidance from s
-veal

the Secretary of Defense (0SD) and the Secretary of thne
tavy (SECHAV), and varicus other directions received
from the Congress.

An important aspect of the budzet forrulaticn
process is the 'budset review' conducted by ftne O353R, on
benalf of the Comptroller, of tnhe budzet estimates
suomitted by the various commands tnrougnout the D0!,
Tre O3R reviews the budzret estimates to ensure that they

reflect SECHAV's policy decisions. After the budzet

34
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estimates are reviewed, the OBR prepares the formal 20k
budget for submission to tne SZCDEF for 03D review, The
review of the DOI! budzet vy 0OSD is conducted in conjunc-
tion with OBR staff analysts. The OBR dbudzet personnel
subsequently provide guidance to the varicus DOl compo-
nents for the preparation of reclamas to tne propcsed
O0SD pudzet decisions.

PRESENTATION. After its avproval oy SECiAV, the
Comgtroller presents the DO budget estimates to tne
03D, as indicated above, and OiiB, The Ccocurtroller is
responsicle, after the President's dudget 13 submitted
to Congress, for presentinz the DOI portion of that
pudgzet before the various appropriation committees (lIAC
and 3AC) and for providins any additional inforuaticn
requested by Congress on all D0 budgetary and financizal
matters.

EXECUTION. Once Consress nas approved tihe Presia-
dent's budset, the Comnptroller reviews apportionment
requests fromn the various DOI commands and prepares an
apportionment plan for submission and approval by 253
via 03D. The apporticnment requests are reviewed oy JUis
and 05D examiners wno schedule apportionment nearin:s as
required. (IAVCOUPT staff members and cosnizant proiran
orfficials participate in the nearings. After 2!C
revinws and approves the apportionnent plan, tine Coupt-

rolier allocates tne apporticned funds tc tie respective
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responsible offices and, thereafter, continuously

AR

reviews their budzet execution performance azainst tne
approved opudzet plan. If the budzet execution perfor- .
mance review yields a deviation from tne budzet pian,
NAVCO!'PT implements appropriate budget readjustaents
through revised allocations to the responsiple offices.
Table Fbur depicts thne overall apportionment and allcca-
tion process applicable to tne Department of tne lavy
(DON). The apportionment and allocation process is.
desizned to prevent the occurrence of funding deficien-
cies or excesses, especially in the annual accounts,
tarougn the control of the quarterly oblizational rates.
Highliznted within this chapter nave oveen the
foliowing central issues and concepts: the Comptrciier
cf the Kavy (HAVCOMPT), actinz on benalf of the Secre-
tary of the Havy (SECI!AV), is responsible for all
financially related matters (including budgeting) within
the Department of the Havy (DOl); the Director of 3Sudzet
and Reports (iC3), acting on behalf of HAVCOIIPT, is
responsible for the control, forumulation, presentation
and execution of tne overall DOl budzet; the Director of

3udzet and Reports (IC3) functions additionally in =z

e te T e et

;,;

dual reporting capacity as the Director of the Fizcail

b o DA AR of
LA A
o el

‘lanagement Division (0P=92); the functions performed by

% %
7/

iC3/0P-92, on behalf of the SECNAV, are perforned under

LA

%

the auspices of 4C2 and the functions performed by

36
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4C3/0P-92, on benalf of tne Chief of laval Cperations
(C:l0), are verformed under the auspices of 0P-9Z2; and
tHat tne lines of responsibilities bpetween HCE and OP-92
often overlap and occur sinultaneously.

Within the next chapter we will investizate thne

PLEMENY PP g . WAV e AL

internal organization of tne Office of 3udget ang =
~
o Reports (O03R), tnhe responsibilities of tne various e
g
u-"
sections within the 0BR, the dual reporting responsivili- E

n

ties of the Director of tne Office of 3udget and ideport

w0

EE

(LWCRB)/Director of Fiscal Management Division (0P-22) ang

the decision making processes within the llavy Sudzet

Cffice (1BO). XA
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R IV, Tgg OFeiCt OF DUDGET AHD REPORTS
In this chapter, we will explore the folliowing issues
and concepts pertinent to tne operations of the Office of
g
Budget and Reports (03R): the internal organizaticn of
" tne Office of Budzet and Reports (0OBR); how the structure
i is set up and how it interacts with its parts; an
: overview of tne decision maxing process from the perscec-
N tive of the Office of 3Budget and Reports (03R) is
R
discussed and sectional responsibilities are listed and
>
: related to this process; and finally the coordinated 5
. e ) PR
- responsibilities performed under the auspices of the e
Y R
Director of Budget and Reports (!IC3) and tne Directcr of L A
W b ;:"""'R‘
. the Fiscal Management Division (0P-92) are interrelated. O
M . . . . . . . NN
Y Tne orientation of this chapter is toward the review :wﬁh
X St
. . . N . . os . PR s h‘\}\
of substantive guidance and teciinical direction provided . i
5 :
. by the 032 durin; the Department of the iavy (DOX) IS
y -
g budgetary cycle. -
The Director of Budget and Zeports (lCB) i3 responsi=- =
e
> DGR
A ble for tae internal manazemnent (at tne secretarial e
P level) of the overall DO budget. This position, as . N
-. -a"‘
R . \ —~ . . , R s lal
described in Chapter Taree, is a dual reporting (duzl- :
- P
j hatted) responsibility, the otner role bein; that of the N
L3 RS
5 Director of Fiscal iianagement Division (0P-92) wnich is, ~
L principally, the budzet execution arm of the Chief of o
o 39
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L Naval Operations (CNO). While serving as the budget
"
;ﬁ officer, on behalf of the Secretary of the Navy (SECNAV),
e
he is functioning as NCB and while serving as the budget
+
ﬁ: execution officer; on behalf of the CNO, he is function-
2
}2 ing as OP-92., Table Five depicts the organizational
relationship between NCB and 0OP-92.
‘N
2 TABLE FIVE
- ) .
"NCB/OP-92 ORGANIZATIONAL RELATIONSHIP"
o (SECHAV | CNO_
N
e
L 4
3 | ASN(FM)/NAVCOMPT | [0P-09
e
T
.f_'.
‘. | NCB/OP—92{ [
~ . [ oP-90] [ 0P-91
o
'\
ff The budget management process is most easily divided
a3
at this point to obtain a better understanding of the
'5 budgetary decision making process. First, it must be
3
-3 realized tnat the dual role (NCB/OP-92) makes the budget
s
L management relationships complex in that, as NCB, the
o
;5 budget management is that of a secretarial level review
ﬁ which encompasses all budgetary matters within the
L,
Department of the Navy and the Department of the Marine
"-
j: Corps. Such a budgetary relationship results, inherent-
s
;: ly, in an overlapping and simultaneous performance of
s
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. budgetary responsibilities, on benalf of thne SZCHAV and AWAY
J S
BRC A
\ . A ) : . . . SRS
0 Ci0, by NCB/0P-92, It is upon tne pclicy and substantive .u§1
PN
. . . . | S
review (secretarial level review) performed by }C3, on L
C )
e .
ERC A
: benalf of the SzZC!AV, that the remainder of this paper :53¥
N RARAS
LA
. . . te N
' will devote its attention. A
[ . ol
L3
) 4 substantial portion of the budget 'formulation! A
‘- ‘- he “.
AN
phase of the DON budzet cycle involves a review oy !C3 e
-~ A
» EAFRA
” of eacn submitting activities' budzet estimates, The NN
d oudget estimates reflect a statement of managerial
: objectives and priorities, as determined by the various
iy submitting offices. C3 reviews the submitted budjet
) estimates to determine where and to what extent these
g objectives and priorities can be incorporated intc tine
“~
N overall DON budget. Of priwmary importance is the
. determination by HNCB of a prozram's t'executability!'. .
o e
: Virtually all of the Ydavy Budget Office (H30) personnel o
Y
- interviewed during tne course of this study emphasized -
~ tne importance of a program's financial executapility V(P
- " e
. SNt
.' . . . . . 3 . - . '\ ~ Al
- during thne review of the submitted budget estimates, -bﬁ}
e, NN
- ™
. . ! . S . roe
~ particularly prior to thne secretarial level review. r:.rt.l)
- “xecutability may mean different thinzgs to different )
- people, Here, tne term executability means thnat tne 7\{{
. :\':.
N prozram (whichever it may dDe) can be executed or carried 5*:
A out as planned durins tne budzet year. Fixed and cost ﬁﬁ;
j reimbursement contracts per progran are reviewed and end .ﬁ::
' o
; item support phasinz is determined to be acnievabdle or 'Qﬁd
V5N
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infeasible, To determine executzbility, a program's et

\ RN
‘ . o s . A,
i prior and current year opudget execution performance is tote
- N ) 0 D) ) . y Fal 3 ’ ‘
reviewed alonz with the lead time requirements for the .-

v
24
e

N production or support of end items, pricing levels and qﬂd
. . L . . . s
prozram scnedule timing. The preliminary determination S;q
2 b
of a progran's executability is the responsibility of A
o
e
4 tne sudbmitting office. However, a careful review by IO ?33
4 ’_'. ._-.
j analysts is required to identify potentizl funding Lo
3 Y]
excesses (which could be redirected into funding for -
N R
- . . . ~ s \~-\.-
N other prozrams such as those identified as 'unfunded e
. .‘_.‘::
N requirements') and deficiencies (wiich would later i&}
¥ N
| require supplemental funding). 5
. A
> Tne collaticn and synthnesis of tne various suomitting RN
» -
< offices' budjzet estimates into an overall DOl budjet R
plan for submission to tne Secretary of Defense is i
A CH
i '_‘*\1'
) performed by tne different divisions witnin the Cffice ;j{
n .-"\':ll
. . . . -\_ .l
) of 3udget and Reports (OBR). A description of the N
' Al
[ A
divisions witnin the OBR and the functions wanich they .
¢ o
g perforn is outlined below. Table Six depicts the L
4 -
! internal organizational relationships of the various 1:
.. LA
divisions within the 0BR, o
’ . .. . . e ENEN
o Taree divisions (1IC3-1, [CB-2, and !C3-5), witnin )
v R
’ . e i . . c s Lo ISR
] tne OLR, cowuprise the 'Budget PReview Divisions!' which SN
¢ N
are primarily responsible for making the preliminary g::
\ resource allocation (dbudgetary) decisions. The Budget }ﬂv
. e N
’- ,F.-
Guidance Manual (JAVCOMPTI!NST 7102.2A) states that, T
. 42
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j These offices are also respgonsible for preparinz or ey
.A clearing oudget material provided to Congress in n}{i
’ support of DOl appropriations. Tnis material includes f—hi
soudzet justification materizl, statements, transcripts T
- of nearings, answers to questions, and bdbackup or Zﬂﬁﬁ
: supporting papers. e
AR
N
A Budzet personnel from the Budget Review Divisions are PN
4 )
A
NG additionally assizned the responsioilities of attending NS
o S
5 the various Congressicnal committee hearings in tne role :ﬁj{
. :
N of supporting witnesses. Table Seven below dericts tine N
: ariount of funding controlled by the two 'G;f
.‘. i "h..-"
- A
o ABLZ SEVE! e
. ot
k- WOFFICE OF BUDGET AND REPORTS FUNDIHNG CONTROLM -y;w
> Fiscal Year 1935 - Budget Authority (!lillions) B
- [Ref. 12:pp. 6d.71-94] el
= S
-7 NCB=1 (1) HCB-2 (1) =
2 . . -
-2 HPYN 15,701 APN 10,987 “
pd MRHC 4,945 WP 4,354 = g
. RPYH 1,127 SCH 11,0636 vt
- RPUC 270 oP!l 5,342 e
. oMM 25,163 P:C 1,316 ~E
- oMMC 1,640 RDTE 9,127 e
< O:liR 829 e 1,535 R
= OMHCR 59 MCHR 51 N
ISF 2,187 FHI/MC 553 T,
" SF 35 e
o JIF 15,374 (2) RIS
MCIF 102 (2) e
e e e — . = =~ . e . — — — — — — — — — — — —,—_— ,“\*A.
~, TToTmEEsEE T TEETm ST TEET T T T T e ST . ."x"\
Tota 67,432 45,495 - ;
" Percentage 59.7% . 40.35 e
N liotes: (1) Includes Civilian !lanpower figures
o (:C3-6)
:: (2) Based upon Total Obligation figures
. . .
S primrary departments within the 'Budzet Review Divisions?',
’\
- that of the 'Operations Division' (:C3=1) and the
"
< '*Investment and Develcpment Division' (liC3-2).
=
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Y
N
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In cumnary, the 'Budzet Review Divisions' determire,
witnin the guidelines of control at their level, now
finalized and scarce resources are allocated within tne
Department of the MNavy (DON).

The remaining divisions (iiCB-3, WNCB=5, and [C3G)
perform various staff and support functions, in support
of the overall DON budzetary process. These staff
and support functions include, but are not limited to,
tne following:

- controls of the DO!l pbudgetary process
- issues progranmatic policy and budgzetary guidance

- initiates the DO budget cycle through their issuance
of the 'budget call’

~ issues budzet schedules and formats for preparation

of the DON budget :stimates

- resolves appropriation conflicts between the various
OBR divisions
- maintains the DOU appropriatiocn structure

- ensures tne reflecticn of audit findings into tne
overall DO!N budget

- creates applicable budgetary finding documents and
financial reports

- disseminates DON budgetary related statistical data.

NCB-1: OPERATIONS DIVISION. As tne 'Cperstions
Division', HCB~1 is responsiole for the budget fornula-
tion of the military personnel and operations/maintenance

efforts witanin tne DONl. The Operations Division is
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responsible for the budget administration of the

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

MPMNewaewaa Military Personnel, Havy

MPHCawwm=== [filitary Personnel, !farine Corps
RPNe===-~ Reserve Personnel, Hdavy
3PMC===~~ Reserve Personnel, Marine Corps

OMllecesea

Operations and faintenance, HNavy

0ifi{C==<~~ Operations and Maintenance, Marine Corps

OHllRe~===~ Operaticns and Maintenance, lNavy Reserve

OHlf{CR===<« Operations

leserve

and “Yaintenance, ilarine Corps

§SFe===~a [avy Stoeck Fund

1{CSF===== llarine Corps Stocit Fund

HIFmm———=

davy Industrial Fund

HCIF e ——-

darine Corps Industrial Fund

itarkups are influenced and changed, not cnly by

coznizant personnel within the various divisions, out,

also, 9y tne Proszram Decision !lemorandums (PDM) adjust-

ments, Conzressional actions or Conzressional reactions,
Cnief of laval Operations/Couriandant of tne Marine Corps

or Secretary of the llavy. Very often the new pricing

ruidance changes become common interdictions at this
point.
NCB-2: INVESTMENT AND DEVELOPMENT DECISION. 4As the

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

] tle for tne budget formulation of the long term DON
" -
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investment and development efforts. Tne Investment zand
Developuent Division is responsible for tne budset
adainistration of the following appropgriation accounts
(Ref. 11:pp. 1-12]:

APllaweww- Aircraft Procurement, Navy

SCHlaeee== Shipbuilding & Conversion, HNavy

JPle==w== leapons Procurement, Havy

OPlleww=== Othner Procurement, ilavy

P!iC~=—==- Procurement, ifarine Corps

RDT4&E~~-- Research, Development, Test and Eveluztion

MClleme=== Military Construction, ilavy

HCNRewe== Military Construction, l!llavy Reserve

FH,N/H4C=-= Fauily Housing, lavy & Marine Corps

This division conducts a preponderence of its
markups, follow-up actions, reviews and responsicilities,
in essentially, the sane manner as IC3-1, as described
above, IC3-2, as well as HNC3-1, assists tne SLECHAV in
tane Jjustification of various budzet inputs and their
suosequent markups before Congressional coumittees, the
05D, and the 0OMB, as it is found necessary. 3pecific
data tnat 1is requested by Congress 1is also prepared Ly
1C53-2 and HC3-1. Examples, such as, specifically
selected costs of acquisition are most prominent and any
time tnat Congress would require more data, these

divisions assist in tne preparation of sucn data. A
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= sreater tendency (particularly by C3=2) is to conduct Rt
- Y \-
. '-.."-
o examinations for 'phasing' or checking for requirements .% -
- & 1
i of tne end product and cutting or reassiinins assets if e
N 2]
S- not required until tne following year. Here, unoclizated ?;u;
] e e
! . PSR
Q: valances, whicn will be looxed at later in tnis paper, .}§u
SAR A
- are some of those procurement anomalities wiich hit very ?yi
LI - .b'
= . o o . L 0y
e hard at the IC3-2 divisiocn and make the nmonetary distri- NN
L Y
. P
- Nl

L
w

pution more difficult to justify to the responsitcl

commnittees,

3 YN
L

AR

Loy

" :'-'-'#'
ﬁ: NCB-3: FINANCIAL CONTROL DIVISION. As defined in :i%j
3 W
i; the Budget Guidance Manual (IAVCOMPTINST 7102.231), tiisz E&J
division administers the "financial control systens, 155'
Tal
55 procedures for the apportionment and suosequent alloca- i;*’
E: tion of f‘unds.and resources, and the reprogramming -
. process', Here the creation of the funding documents is e
. e
%S performed and the financial reports are prepared. ;33{
- General Accounting Cffice reviews, surveys and reportis ;Eﬁi

are coordinated by this division. Tne enhancement cf

- R
l.
a

aveailable resources by tne 'correctness' of contirols and

the proper application of these correct controis is

J 3

manazed carefully in this division, N3
N s N | T
N NCB-4. It snould be noted tnat, turouzh past or-ani=- SN
1“.. : \'_\: .
>y . ., . . . . . . - O
: zational consclidations within HAVCOMPT and the 0BZ, RN
19 WA
!, tnis division no longer exists witnhin the orzanizational i_x
' &l
> . A
B: structure of tne Office of Budget and Reports (0BR). N
iy iy
2 ‘\J\
E*’. Y
N O
. o
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NCB-5: BUDGET AND MANAGEMENT POLICY AND PROCEDURES

DIVISION. Tne divisional responsibilities and autnoritiy

4y

V. Sy e W & BEEENL V. N

.
“~

-
Sl

of {C3=5 are more widely dispersed and oriented towerd
maintaining a 'biz picture' perspective tnarn the otner

divisions within the OBR, After, and often durin;, tne

ST N X AT,

oudgzet review process, conflicting issues concerniag

appropriaticn related matters often surfzce wnicn

PR I

individual divisions witnin tne 0BZ can not rescive.

v ¥
Py

Such conflicts often involve tre determination and

E establisnment of policies pertaining to fundiny resionzi-

E pilities (who witnin tne DON is zoir> to nay for it). R
v KC2~5 makes a determination of the approprizte lines of

E responsioility and issues resolutions to such cenfliict

situations.
During the internal™D0il budzeting process, tihe

necessity to transfer funding responsioility from one

LY. S "IN A SR S

appronriation to another occasionally occurs., [C3=5
analysts are responsible for reviewing such issues and TR
S
Ve . . . s : " T
making recomuendations regarding 'appropriation policy! SN
ROASRS
to the OBR divisions experiencing difficulty resolvinj RN
such conflicts., TR
n: -._'..“‘.
! . \ . . . “e .. -‘.-\-..
X Tne development and administration of llavy audit ;q::
N LN
h management procedures, pertaining to tne dbudgeting ﬁf Y
" L . L . o &
., function, as well as their evaluation of and taeir T
. IRy
* Nt
. . . . i . . NS
- financial impact uporn the Department of tne !lavy (DO) ‘ifx{’
|~' y \- \.
N ) . SAC AL
- dbudzet are controlled by HC3-5. This may be fck;
S ] . ]
| T
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* characterized Sy "ihat you can spend" and "Who is

'’

- . ) . vn . ‘
5 responsible for spending 1t"., LCE-5 creates sone of tae

-

zround rules for budget formulation. NC3-5 will advise
the Budget Review Divisions by suggestinz marks whica zare
cased on audit reports wnicn are originated by tnree

basic organizations:

2 WA I O R

SGovernment Accounting Office (GAO)

PO
]

i
1

Department of Defense (DOD)

Departnent of the Mavy (DOH).

!
1

-~ The importance of tnis is tnat it zives the various
e analysts in the appropriate divisional structures a ~-ood
E feeling for as well as tne fuel for aaking early,

-

<. correct, and organized decisions for tne preparation of
o

> tre information in their respective areas.

‘J.

The reconimendaticons contained in various audit

, -
‘

o reports are often overlooked by the submitting offices
~ . . -
. and, consequently, are closely exanined by IC3-3 ana-

lysts., Audit report findings are required to 2e re-

flected in tne Dudzet estimates proposed by tne sudnilic-

“
; tiny offices. Thnese audit results are subnitted rn t.
forn of an exniobit which is turned irto the systen.
py
v This statement of audit savings i3 passed to HC2-5
s imriediately and then used in tine formulation of tne 20
at
' oudet,
< NCB-6: CIVILIAN MANPOWER DIVISION. Tne 'Civilian
- “anpower Division' performss, in a conzruent fashion, tie
- 59
v ,:
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sanie pasic functicns as iC3-1 and !IC3-2 except tnat this

division is responsiole for a different area of oudjet

]

nanagement witnin the Office of 2udzet and Reports (22R).

The Civilian anpower Division prepares the o

s Us

o

and final bSudzet estimates for civilian manpower tarougn-
out the DON, This centralized budget decision naking

capapility 1is required because civilian inanvower crosse

[&]

many lines of control (civilians are in all facets of

tne DOK). ICB-5 is responsicle for the inclusion of the
civilian obudzet estimmates into the overall DOH budzet
and for tne subsegquent justificaticn of these estimates

oefore the Office of the Secretary of Defense (CS3SD), ti

)

e

Office of !anazement and Budzet (0!B) and Conzress, nuct

)

the same as the justifications presented by IC2-1 and

NC3=2 for their respective appropriaticn accounts.

i

£

B . y . . . f ; g
NCBG: BUDGET EVALUATION GROUP. Tnis division NN
NOSAN
serves as the 'quick reaction' choke point for the ?ﬁaﬁ
h'f\'..\‘ !
internal management of crisis (short fused) budgetary f ;
issues (withir the 0BR). This 'ecrisis cocrdination' is
reguired to ensure the timely collation and syntnesis of
211 DO budget issues wanicn require gquick response and
resolution. To properly acconplish tnis inmense tasx
ACBG is assigned the responsibility for the DO budjet
Tuidance and control. IC3G evaluates the effectiveness Ezh

of the budjetary controls, witain tne Department of tne

h

PP

iiavy (DOl), and is responsible for coordinatin: budsetary

Ul
—_
L) W

‘Yl

20




decisions made by O2ffice of tne Secretary of 2efense

1 )
"\
N (0SD).
! Z2udzetinz schedules and {foruats are estadlished [or
e
e suidance and contrcl, and proper operztion is overseer :
. ‘w
L4 “ '
S . . - e
v as closely as time constraints allow,., 3Budzet contro. S
_.‘.-.
o nunivers (finzl) are maintained for botn DO appropriz- N
v \':'.
.0 + 3 - 33 3 LR} \ T « Neon o PR, P RN ..'t."
S tions and individual appropriaticns., Secause tine volune Rt
. ~ s L . C . ey e RS
b -, of information 1s cyclical and time criticzl as well 33 -
e massive in its quantity, a valuable interface witn tne iy
L . . . : . .
N automatic data processing system (ADP) is also coordi- -
St A
] . . -~ . . . . -~ . . >
o nated by [C3G, This division closely follows thne review e
s vy
" process to ensure the timely function of tne ADP systen ??
v Ky
c4 ; . . . . s S
o~ and the tracking of the various appropriations zas ::f
RS G,
-~ .-:.-
- necessary. "o
N ACBG is the office that puts out the 'budzet call! >
o N
N te tne major claimants (submitting activities) and .
N\ )
N scnedules tne requirement dates for responses roun tiiose <
o subritting activities. -
N The budgetary Jecisicn wmaxing procecs continually ;}:
La - .
N D
» . AR
e overlaps and cuts across divisional lines of responsivil- o
; =
e ity within the 03R, C3G is resgonsizle for the coordi- -
T nation of tne overall pudgetinz efforts of the various G
" divisions of tne 03R. 2Budiet coordination by IC3G is B
.
N essential tc tne developuent of a 'consistent' Duds;et -};
L4 Pt .
.r:‘ ST
‘o plan because of tne decentralized budzetary decisicn o,
'.-: I‘::::
%, making process utilized witnin the D0i., The syntnesis fa?
< Kt
y : _ AT
\.\ D 2 ‘:.“:n
U~ . ‘\J'
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ALK

of this cross movement requires sensitive coordination

LN

by NCBG and it is nere tnat one nay observe tne earlie:z

’

. parts of the D0OlL's budget structure formulated and P
. > '_-l' i
“ : K
. synthesized. S
» o
] . . . AN
b~ Conzress requires tnat the Department of Defense s
] 3
: (DOD) budget, of which the DON budget is a subset, be S
i: structured according to appropriation accounts., :C33 is c
. R
"’. s . 0 1 . . - I.
- responsible for managzing the appropriation structure .-
Wwitnin the DON,.
[~ , . s . .
- Tue organizaticnal structure, within tne 0O3R, trnat
\.":
N has been presented thus far is the one which is written,
-4
N in the majority of usage, and well adnered to in tansg A,
. ]
> internal nmanagement of tine budget process within tas D0, ,?5fﬂ
b, -~ o~
-." . v - . . - . . . - N . ."
-, Hiznlighted within tnis cnapter have been tne -
following issues and concepts pertinent to the internal
<
- structure and decision makin: processes witnin the
‘;.
3 Office of Budget and Reports (OBR): tne budget revieuw
y divisions (NCB5-1, 2 and 6) review of the budget estimates 1;1
« Al
o . s ‘ ESONE
Q for all the appropriation accounts witnin tne Depzartuent 5jﬁ
Y A P
b Ll I
‘o s e s . . , RYAN
X~ of the Wavy (DOH) and the other divisions within the R
PAE G4
X Office of Budget and Reports ([IC3=3, UCB-5 and [CE-§) X
. . . NN
>, perforas support functions dealinz witn budget control, NN
. policy formulation and reporting. 1535
x Tnis leads us into the next chapter where we will E;fa
\ S
. SN
e discuss the decision maxing process within tine Office of A
. ,{:5
P . ‘-- ._\-
7 3udget and Reports (03R) and the various influences Eﬂw.
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o wnicn impact upcn it. As we wWwill reveal, in tne olicw- . o
o NN
- ing chapter, the political situations thnat budgeting :jqﬂ
h . - ’\ "\
create will proliferate cnanzes in the way 'business' is . {

» ‘ N D
¥ done and cause constant variations in the decision rules #?f'

LA

used to conduct that business. The budget cdecisicn

rnaking procedures to support the budget structure are

fl

[ revealed to ve more flexible and subjective at tne

-' ,

:} higher levels of decision wmaking within tne LBO thnan at
o

T4

the lower levels which principally concern tneir review
to analysis and fact gatherin; of budget estinates., ‘e

willl also examine the broad provisicns of the Zalanced

.'.-,"-...\.‘.‘.l . “'J'/.)‘f ka“

Budget and Emerzency Control Act of 1935 (Gramnm=-Rudsan-

Hollings), its impact upon the Department of the liavy's

S (DOil) budget and its implications frem a pudge: decision
- makinz perspective, T d
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s tiithin this cnapter we will investigate from tne PR
3 :;’.-"'.J
; . . . R - S
perspective of tne office of Budget and Revorts (03R), A
3 LGN
_ the following subjects; the major issues (from a macrc
) point of view) wnich directly iwpact upon budsetary
.. decision making within the OBR), the political and
. tecnnical considerations whicn influence now budzet
a3 decisions are made within the 0BR, and the budzetary
f decision making process as it exists within the Havy
; Sudzet Office (ilB0). e
’,
»~ . . . Lo c o ~ A
- Let us bezin by excploring (from a macrc point of NN
& R
% e
£ s . 5 . . IR
¢ view) some of tne broad yet basic resource allocation TN
b
) issues whicn directly or indirectly impact upon budzet 4
Q decisions within the Cffice of Budget and Repcrts(032).
"
o SIX HUNDRED SHIP NAVY. One principal factor whicn
D p
) affects pbudget decisions within the Department of the I
K3 e
\ - . . . .,~. I.'I
) llavy (D0l), from a aacro perspective, is the Secretary AN
h Fa b
“ N .
v C N AR
- of the liavy's (SECIAV's) stated objective of establishin: AOND
- and maintaining a six hundred snip navy witn 3lobdal
> capabilities. As has been readily admitted by a llavy
-
- oudget official, tnere is 'notrin; special' about the
f wagic number s5ix hundred, except tnat it drives practi- .
AN
4 E A
. . N . . . . . . \--'
N cally all otner budret decisions witanin tne DON. Along gl
-.' _a:.':.'
e with this somewnat arbitrary number (six nuncred) comes o
P B )
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tne associated pud

(ships,

additional manpower

tne rate (scaheiuie

coordinating

efficient manner

PAONNC Iy Yl iar

purchasin-,

crocure the needed

tne six

o

a s 2,

deterwining wnat types

in orcder to obtzin ine

~
w

reaiisticaliy cwruectes

The six hundred ship
allocation decisions
davy. Once you have
you have to purchase
anyWhere petween 275

etin:

(multy

nardware.,

and fundin- considerations:

-

an: anmounts of additionali nardware

aircraft and relatel sunport eguipnient) and

tnat U3t ce urocudred or sugported

SroJRecte s roWwti; jetermining
PYIR D o arddare can oe
Lo it erTiaglce; fuauseting anc

tne reqguire. JaniinT in concert witn tae

projected producticn scn23ule; 30t letermining tae most

year coatracting, off tae snelf

competitive biddin:, etc.) in wnico to

1

o nlace the importance of

nundred snip odbjective and its dudzetinsg ixznact

into perspective, a avy oudget official relztes:

1oal drives otner resource

made within the Department of the
reacned a six hundred snip .avy,
approximately 20 ships and

and 300 aircraft annually just

to maintain tnat zoal. Anything less than this, you

wWwill zradually shrink

forces.

the overall size of the lavy's

COMMANDER-IN-CHIEFS®' DILEMMA. Another issue wonicn

impacts resource allocation decisions, which the t

pertains to the degree

De allowed to possess.

irhest

(W)

levels of the obudgetary decision making cnain of counand

witnin tne Department of the Havy (DOH) nust address,

of centralization or decentraliza-

tion which the DON budget decision making process snould

Recent emphasis has been placed,
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oy some 1individuals witnin the federal jovernuent, upon
decentralizing the resource allocation process and
rlacing more authority for maxking budgetary decisicns

furtnher down tne resource allocation chain of cowmzand,.

Wlithin the DON tnis emphasis is reflected by the 'CI!C's

dilemnia'. On the one hand, the Commander-in-Chiefs are
the individuals who possess the most cetailed knowled;e
of the resources required to operate and meet tne

operaticnal needs of théir tnheaters of operaticns. 7Tet,
on tae other hand, a CILC, almost by definition, is not
a person with tne broad picture of the overall resource
allocation requirements on a departuental basis. 1If is

proposed, by the proponents of the centralized agproacn
to resource allocation, tnat more CILiC control of bLudje
decisicn maxing would frasment the resource allocation
process and introduce more political infignting tnat nas
becn experienced cefore, Synonymous with the decentral-
ized approaca to resource allocation is the 'ricebowl
tneory'. Tne principal thrust of this theory 1is that =
lot of people possess tne perception tnat money and
power are equivalent, This basic premise can ve ex=-
pressed as follows, "If @y coixnand gets tniore. money, wy
command 13 detter off and tne person who jets that
additional money is more nowerful than nis predecessor",
Somewhat in conjunction with the 'ricebowl tneory' is

the 'not invented here syndrome'. The 'not invented
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nere syncrome' is nore partisan in nature, reflecting
the viewpoint of resource allocation decision making
held by some budzeteers, tnat, "If I did not think of
it, it obviously has to be wronz and I'=a not gcing to
support it", BRBotn the 'riceboul theory' and tne 'not
invented here syndrome' are indicative of a more local-
ized perspective of the resource allccation process and
’ tend tc 'unfocus' the budzeting efforts realized through
a more centraliied resource allocation (budzet) process.
The issue of now nucn centralization or decentralization

] (CINC's dilemma) that the Department of the Havy's (DO!)

. . , . 3.
budgzelary process will be allowed to possess will ) 4
R
. CRPR) K} - - ‘Q‘-. -I ‘J
obviously have to be addressed and resolved at ¢only tne >5¢4q
AP
AR
. 3 . - . . . R - » r"-' < .
nizhest levels witnin the DOW resource allocation }:}ﬁ-
; ALK
. - o £
decision maxking cnain of command, §
\ FULL VERSUS PARTIAL FUNDING. Another princigal RN
s -
! w ~‘.C:j

oudzet decision making factor, whicn must be addressed

a5
St

. . . . "
by budgeteers within the lNavy Budzet Cffice (ilZ0), is ] J
RS
wnether to fully or partially fund a particular progran iytdr
M S
ESARK
or item. Tnere is increasing pressure from some meupers o :;:
. '~\|
of Conzress to have the Department of Defense (20D) i” |
LN
ectimate the 'total' cogst of 2 prozran or item, especial- zj:nj
N o L » VoD
ly tnose witrnin tne procurement appropriation accounts, BADA
DONIN,
and to have the 'total' costs reflected in tne DOD and (v
. '-'“:
y DCi{l budzet estinates., Fully funded projrams project T
! Sl
budzet estimates in excess of that funding expected to {{ykj
AR
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be expended durinz the budget year, whiech zZives rise to
the perceived under utilization of resources (unooligatad
balances). These unobligated balances becomne the tarzet
of prey for otner proczgramn officials seeking support
(funding) for tneir programs. Partial funding reflects
budget estimates in tune with the level of funding which
can realistically be expected to be expended during the
respective budzet year. The prozram funding for various
procured assets is a 'living' non-static thing wnicnh,
starting witn thne Concept Evaluation Pnase where the
functional baseline is created for an Operaticnal
Pequirement (OR) or a Justification for Hajor Systea lew
Start (JiHSNS), 1is not decided until several years into
tne future., Ffull funding, in effect, requires wilitary
planners to commit to specific programs or equipnent
purcnases years in advance of tneir actual production
and procurenent, As a result, flexiovility to respond to
cnanjes in operational requirements is reduced. Conjress
nas in a sense shifted sone of the wilitary stratezy
decision making responsibility from the Department of
Defense (DOD) onto itself, As a ilavy budzet official
stated:

Bnould Consress perform military stratezy and decisicn

making? I should not think so. ‘ie nust take and

separate politics from the reality of military

planning.

One can quickly see the budreting conflict within

wnicen DOD and D0l budzeteers are caugnt., On the one

53

Lol i ot A M ool e it Bt i Jhd e S A I

ARAAS A D AN AT A fa e

2 0
.,

Fs

v
R ‘-

-“-

LN
AR

.« s

N IS

l‘.}" ;.hl"n.‘n" Lt
4 &
LA A

5~

".'l' A
257
I

\'I .
e
s

\.‘v ‘s
.)I

I
.

NN
41'

-
Py

r
A2y

NN

Ay
4
)




s 8 8 AR A

1)

I N ]

Pt
e

S

P
PR

PRI M RS a¥. %

2
' al

' A

v

nand, tnere is increasing; pressure Dy Conjress to
'fully fund', On the other hand, tnere is a need,

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

order to protect present funding levels and to maintalrn
flexibility in the resocurce allocation decision making
process.,

PREPOSITIONING OF RESOURCES. Anotner resource
allocation (budzet) decision making issue, which DOD and
205 pbudgeteers must address themselves, 1s the 1ssue
concerninz tne prepositioning of resources into foreign
theaters. The prepositioning of resources into potential
future tneaters of conflict has its obvious adveantages.
Tre predominate advantaze of 'prepositicninzg' 1is tne
trenendous cost savings wnicn could be reaiized by
Lransporting resources, in bulk b5y ship, and storing
these resources in the 'notspot' theaters versus air-
lifting; (more expensive) supplies into the t'hotspots!
uron tae advent of a future conflict. The prepositioning
of resources is not without its disadvantazes. Suca
resources nave, in the past, typically proven to be
unkept and unready for cdeployment wnen needed., The
nrepositioning of resources require adequate and usually
costly storage facilities to maintain thex irn an appro-
priate condition. There is increasing pressure, by sone
members of Congress, to require tae host country to bear

tne burden of providing the required storaze facilities.,
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The degree to wnich host countries comply witn this e
° 52 ¢y
DA

. . ) . oLy
desire of Conzress, directly ismpacts defense related PG
i ! P

budget decisions. The degree to wnich foreign countries
fund the storage of prepositioned resources serves as a
baseline from which D0OD and DOV fundingz requirements for
the prépositioning of resources 1is determined. Otner
difficulties encountered witn the prepositioning of
resources include the followingz; pilferage by our oun
forces, 'storage facilities are often in lesser developed
and secure areas, tnerefore, making the resources

susceptible to tne effects of a blacik market (tneft) and

¥ V\rHAANFEMRE AT SR e b e, & LR g g 5

to acts of terrorism. An example concerns the preposi-

LY

v w

tioning of hospital medical tvans' which are container-

N

ized surgzery and vattle care stations tc be used durin;
future conflicts. Some host countries will not allow
the prepositioning of such units into their country
cecause of their inaoility to prevent pilferage and

tneft, As a result literally tons of resources are

RABR LA N L

oeing stored in warehouses within the continentzl United

[ [N l.

States, such as the Haval Supply Center in Qakland,

"Ik

California. The subjective (political) influences in

§ tnis situation outweigh the simple objective (technical)
5 considerations for making resource allocation decisions
E pertaining to the prepositioninzg of resources. Anctiner
E difficulty encountered with the prepositioning of

resources, is the fact that scme host countries simply
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want to diminisn the American presence and influence in

their country.

The decisions pertaining to the prepositioning of
resources require a 'subjective' evaluation of political
situations within foreizn countries and an assessment of
wanere future theaters of conflict may occur. The
conseguences of this subjective evaluation is carried

na

[

forward throughout tne entire Planningy, Programiaing
Budgeting System (PPBS) within tne DOD and DON. As‘one
d00 official relates:
Do you duy everything and put it everywnere, or do you
select the most probable areas for future conflict and
sreposition rescurces to those selected potential
theaters of conflict.

Obviously the first alternative (buy everything and
put it everywhere) is, on a practical basis, infeasible
due to the limited resources available for Department of
the avy (DOI) purposes. One is, tnerefore, drawn into
tne necessity of havini to make subjective evaluaticns
of foreizn pcolitical situations.

FORCE READINESS VERSUS FORCE STRUCTURE. A4 resource
zllocation stratezy which directiy ionacts decision
nakin; witnin the lHavy Zudzet Office (H30) concerns tae
conflict between force readiness versus force siructure.
nesource requirements for force readiness include
funding needed to support primarily the operations

accounts, pnarticularly for items wnich affect steamin:

2

+

time for snips, flying tine {or aircraft, and trairinz.
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Resource requirements for force structure include tne

fundinz needed to support the investment accounts,

r

particularly for itens winich affect the procurement o
neWw ships, aircraft and equipment. The bottom line nere WAL
is tnat because of the limited funding available to the N
Department of the Havy (DON), it can be spent on opera-
tin; and training or on buying updated eguipment. The

amount of ewmpnasis (funding) that snould be placed upon

TS D Y O T Y N T P I

either function depends upon your perspective and 1s of

% course the subject of much debate witnin the DOII.

E Proponents of force readiness pelieve tnat the jreatest
emphasis should be placed upon utiiizing tine eguipment

E that we presently nave in our inventories and proviaing

more training time (steaming and flying hours) for the

= 3
! available military nanpower force, Proponents of force A
- ROy
o structure foresee a need for acquiring increased tecinnol- :%i.i
- RSN
b ozy to counter the foreign naval tnreat. The determina- ﬁﬁkf

A3
3 K
L%

tion of tnhne 'correct' mixture between force readiness

'. - .-'_ -~
“- ’-‘.\..-0
.. and force structure, serves as a basis from wWaich N
\‘- o « )
; resource allocation decisions witnin tnhe Department of _'ﬁ*
1 3 ™ . s . . gngs V
! tne MNavy (DOuW) will be determined. AR,
}
. . , \ e
é NATO SPENDING. Otaer resource allocation (dudzet) N
' A
3 T
L] . . . .. -~ . . ° T o
0 decisions witnin the Department of the Defense (DOD), 1is SO
4 P : . - : B P
” influenced by the types of prozrams and equipment funded s
- a0
¢ , . o _ DAY
¢ for the purpose of supportins the lorth Atlantic Treaty NBEN
L4 Nt
T ) . . ) . RSN
54 Or:anization (!ATO) countries in Europe, The amount and :3;\
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conpositicn of rograms (types of equipment, manning
requirements, etc.) devoted to !HATO purposes 2y the DOD
and DOJ is, to a large exteﬁt, predicated oy the otner
nender nations within tae orgzanization. Tﬁe netions
wnicn comprise HATO are numerous and possess diverse
econonic and military interests and objectives. Sucn 2
composite of often conflicting interests, inaerently,
results in an interjection of 'politically' based
decisions tnrouzh the entire spectrum of resource
allocation decision maxing., ULATO relatecd resource
allocation decisions, witnin the DOD and 20:, reguire
tihe 'subjective' analysis of the political processes

witnin the member nations of .IATO. The degree to winica

)

o

ct
©

r

t

2
[¢7]
-
)
(6]
3
¢t

other member nations support (fund) tae xili
of HATO serves as a basis for determining 202 and DO
LJATC related program composition and subsequent fundin

Trhe broad (macro) factors and issues outlined avove
directly or indirectly set the staze for subsequent
opudzet decisions Wwithin the Department ci tiae ilavy
(DOI1). Zach has an impact upon budzet decision sakinzg
at all levels within the Office of 3ud,et and Zeports
¢iacey .,

Let us now examine the basic provisicns of toe

3aianced Budget and Zmergency Deficit Control lct of

—

735 (Grawmn-3udman-Hollings) and its impact upon the
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Departuent of tne ilavy's (D20!) budget and its bud:et o
decision makin: implications. AT

=

he Balanced 3Sudget and Eamerzency Deficit Control act

20
W)

-

wa

of 1985 (Gramm=-Rudman=-Hollings) nas presented budgeteers

2 f\f\l

(X2
'.('i % ‘¢
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e e T BBy B gl
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within tne federal government (includinz tne Depariment

N

N

D'
l.

£

of Defense and tne Department of the lavy) with tne

"y
ot
o .
st
ole

O

(LS

necessity of maxkinz definitive budzet decisions on a

A

broader scale than has ever deen faced before. Irainn- -

"1
P

Fudman=Hollinzs (G3H) establishes as a najor odjective of
eliminating the total federal deficit vy the year 1291.

GRH requires that federal deficit tarzet fizures oe

acnieved in accordance with the tiie schelule contained

2 v

in Table Zignt below.

£ ov .
TR A

rrr

ABLE EIGHT P
"\f..-:'
. RPN
"GRAMMSRUDMANL-HOLLINGS DEFICIT ;§§:\
TARGET FIGURES TINE 3CHzZpuLZ® 5;%2
(3illions) e
[Ref. 12:PP, 2-14] ;J\A.
tiscal Jear Deficit Tarcet i?§l£
s "-, .
1986 ~171.9 R
1987 -144.,0 x}ﬁi‘
1983 -103.0 N
1339 - 72.0 -
1390 - 35.0 l
1361 0.0 .
To achiieve the Department of the lavy's (DO:)) 3“f

portion of the budjet reductions required by Grarm-

Rudman-rdollinzs, tne following reductions, as reflected



. e ° e T '-" 'J
- l'.—-‘.ll
N,
A
- in Table liine below, were nade for tne budzet ye=ars
.. Fiscal Year 1938 anc prior.
<y
nr R TR Y
N TABLE JdT:F \'-I':'J'_
T . __).:-
}j "HZPARTHENT OF THZ JJAVY Z2UDGET REDUCTIO!S® u?{
3 ({illions) N
o \(\',
3 SN
i Appropriation Fiscal Year Fiscal Year
o) Agcount 19286 1235 % Prior
<.
‘f: HILPERS -52.4 2.0
- OPERATICOI & MJAIHNTZHALCE -1,332.7 2.3
- AIRCRAFT PROCURENENT -547.9 -1435.90
JZAPOHS PROCURENMENT . -256,2 -124.:2
- SIPBUILDIIG & CONVERSIOIH -490.,1 =57%.3
¢ OTHER PROCURZHEM -296.0 -103.3
- PROCURZIEINT, UMARINE CORPS -31.4 -33.2
L~ COASTAL DZFZUSE FUl -11.5 2.0
) ADT&E -493.2 =20,
. SILCON &4 FAMILY HOUSING -1138.2 -42,1
= STOC FULDS -33.1 3.0
.
\‘ D G D L Tw e P U SN S e Sy SN D S G AED G D WD A GE WD WU W Smp Sy s S wab S W MM b WS N SR e Ghp Ve Gme Gmy Gyy Gy GEe GEn GRe VAR SUD GEE S S Ges S e
. TOTAL DEPARTHENT OF TiHE HAVY -3,722.4 -1.022.5 :}
N Y
8% . Lo - : LN g
The President's 3udget for Fiscal Year 1937 (ir- S
- cludini the Department of the lavy's budzet estinmates), ;ﬁj;
- -
. P2l
) . . . . o ‘e .
- as submitted to Conzgress, 1s considered to meet the R
2 2
; oojectives of obtaining a balanced budzet by 1391 and, £
e gt
\ "I- -
= taerefore, should not be subject to the provisions of ?
".\ "._ .
- ZRH, As stated by President Reagan in the '2Zudget of A
g : :"-
‘ “he United 3tates Government-Fiscal Tear 1937': ;¥
« . ) \.‘: _
:- « ¢« « In so dcing, my budzget meets or exceeds the e
o deficit reduction tarjzets set out in tne Salanced NG
. Budzet and Imerzency Deficit Contreol Act, commonly ~
N «nown for its princigal soonsors as Sraum=sudian- N :
dollinss., E‘"
P ) )
- Opponents within the Coniress, nowever, do not a-rec
> +
- - . . . o ' )
. witn the President's viewpoint and nave recormended )
<
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L further =djustments (reductions) to the FY37 federal
»
T
N budgzet. These proposed adjustments by Conzress upon tne
! . Department of the Javy's (DO{i) FY37 budget estimates are Py
S
E\ . . . eI
N reflected in Tavle Ten below. R,
p ,'.".‘;'
r\ "-’xi‘
X v
Y
! "DEZPARTIEIT OF THE NAVY COHGRESSIOIIAL P
t: BUDGET ADJUSTHZNTS - FISCAL YEAR 1937n e
kY 3illions = (lote 1)
-
P Appropriation President's Congress Proposed
i Account Sudzseg adjust Approoriction
¢ .. "«'._-‘
. dilitary i?i
- Personnel P
) ilavy 18.56 -1.4 17.2 s
- ‘larine Corps 5.5 -0.4 5.1 A
2 Operations and firv
' “aintenance R,
P Hlavy 26,83 -1.4 25.4 RS
o "arine Corps 1.7 -0.1 1.7 s
. Procurement RN
flavy 35.7 -1.3 33.2 el
Harine Corps 1.7 -0.1 1.7 04
RDT&E 11.3 -1.2 10.1
ilitary
Construction 2.1 -0.4 1.7
amily Housinz 0.7 -0.1 0.7
Stock Fund
Hdavy 0.7 =0.1 2.6 h ;
Herine Corps Hote 2 liote 2 \iote 2 A,
s TN T e AN
Total DON 104.3 -6.3 38.0 RS
Total ilavy 95.9 -6.3 39.5 RN
Total #arine Corps 3.9 ~-0.U 3.5 BASAY
Hotes: (1) Figures subject to effects of .ﬁJJ
rounding. RSN
(2) Less than 950 willion. s
R
\':\f-\
-.:\\'\
g

The proposed appropriation figures outlined above
are, of course, subject to cnange as the differing

viewpolints toward Gramm-Rudman-Hollinzs applicability to
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t the Fiscal Year 1637 is resolved and deoated durinj tne AN
" h:
upcoming months until finel passaze of tne '2udget of ;'
‘ N - . = . 87 Oyt
tne United States Government-Fiscal Tear 1337'. A
-"b’\'
. YN
— . . . . ~ . >
> rron a decision making perspective, Grawm-Rudnan- EEB;
. "- '\
. . . e \ . LYY
Hollinzs (GRH) presents a budgeting enizma. ‘nen viewed e

~

from a broad point of view, G}H represents budget

LLRE D

decision makinz in tne sense that Congzress had to’

o
o

consciously choose between tne potential consequences of

not instituting federal deficit reducinz lezislaticn,
such as GiH, and the potential impact upon tne econony
and national welfare by mandating required budget

y reductions to acnieve tne eliminaticn of the feder:l
deficit oy 1591. Gramn=Rudnan-Hollings, wnen viewed
fron a more localized perspective (Department of the
javy), seems to possess no real traits of ctudgetary
decision making, 23y simply requiring an across-tne-
ooard dudgset reduction of 4.9 percent witnin the faderal
zovernment, it may be proposed taat Conzress has not
made any real budzet decicsions or cholces betueen
prosrams but merely snifted the burden of budjet decicsion
maicing, required to achieve tne objectives of GRE, uson

the various governmental departmentsz, Due to tne

enormous quantity of sovernmental prozraas [unded oy

the 'Sudjzet of the United States' and the ever increasin: NS
1 - ‘..b >
. . . L . Teroe)
conplexity and interrelationsnip between varicus jovern- yg;bi
s
mental grozrans and tae overall nation's economy and ﬂ;e,ﬂ
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welfare, it is virtually impossiple for lejizlatcrs and
bud;eteers to predict, witn any reasonable assurance, tue
impact of implementing any budiet reducing piece of
legislation sucn as Gramm-Rudman-tiollings, Tne effects
of GRH can only be observed as they occur and agpronriate
adjustments made primarily on an 'after the fact' dasis.

dizhlignted within this chapter nave been thne
followinz issued and concepts: ©oroad (nacro) resource
alocation factors, ootn within and without the Depart-
ment of the liavy (DON), wnich influence budzet decision
masing by the Office of Budzet and Reports (£33) inclul-
iny dut nct linited to: the jo0al of establisnhin; and
maintaining a six hundred saip navy, the Cowiander-in-
Crief's dilemma, full versus partisl funding, the

prepositicning of resources, force readiness versus forc

w

structure, and [ATO spending, Tae impact of 3Jramm=-

Rudiman-Hollin;s upon tane federal zovernment is 1

m

riely
undeterminaole, thereby, placing legislators and budiet-
eers alixke into a 'wait and see' situation.

Jithin the next chapter we will explore the iumpact

of cudget decision making upon four of the major Depart-
>} [} Py

nent of tne lavy (DO0il) appropriation accounts: wilitary

personnel; operations and maintenance; procurement; and
research, development, test and evaluetion., ‘le will

also exanine the budgetary decision making consideraticns
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tinat impact tne budzeting process

M

of the Mavy (DONL), we snould first zain an understandin;

-

witnin

~

of tae overall DOl pudzeting process., Ta

tne Deps

r

defore we discuss tne decision mading consideratiang

Lentc

=)

tie Eleven

02ioW Outlines tae odudzeting process and tiloe scne

to se fo.lowed duringy the development of tae Cejarz.ent

of tne iavy's (DOKN) budget estimates.

J

)

tes are pubiisned via separate
oudzet year.
The tudgetary process, wWitnin

navy (DQL), can vest de describved

process involving practicaliy all

Tie Degartient of

a

-
-~
evels

dore specific

HAVCCIPT notices

a 'vottouw un'

witain

tae 20

2acn

driven tae 'top down' policy zuldance and direction.

AP

ieplcted in Tabliz Twelve pelow.
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o

"DEPARTMENRT OF THE HAVY BUDGET
DEVELOPMERNT ACTIVITIES ARD
TI4E 3SCHedULE"M
[Ref. 11:pp. 1-35]

Issue budgetv guidance Early Hay -
e Sy e a A . @{,;
Issue PC!l controls Early Hay et
L] . -.' L]
q ,-.:,n:_\
; Budzet subimission due e
to JAVCOi‘PT Late June-4id July A
' :-. - ':.
sudzet Hearings Late June-Late July )
o . ’\:‘-':;‘-
« . . . e . N N B
. Jdistribution of llarkups Late July-~Early Auzust RN
~ '.\'-:‘;
. - ) R . LR N
. Reclawmas sudmitted to :bq;
; JAVCOIPT Late July=-iiid Augus:t v
e e . . L.
. Irnitlal Reclamas leviews Early-4id Auzust PO
ARSI
A Receive Program decision . SO
. - Te s 4 - - -~ ~
: femorandum from 03D cariy=-riid August ST
A
! . ~ Pl
p Presentation of Budzet to . .
the Secretary of the liavy iiid-Late Au:ust ?ﬁifs
ENFN
A tssuance of Controls and ANAYS
3udget Guidance Late Auzust o
s
. o . v XA
Sudset Subnission to : 3
/ Q3D/04B 15 September -
U
¢
w3
-,._-.:_~.*'
: X
i N
. L.
. \d‘
- - *‘
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"LOW OF BUDGET GUIDANCE AND ESTIMATES
WITHIN THE DEPARTMENT OF THE NAVY"

ﬂﬁﬂ:
e

ER"
“y

n‘.!

Quidance Estimates

XA
sl

SECNAV SECNAV

NAVCOMPT NAVCOMPT

SUBMITTING SUBMITTING
OFFICES OFFICES

ADMINISTERING ADMINISTERING
OFFICES OFFICES

COMPONENTS COMPONENTS

.
N
The influence and importance of 'policy' issues from {,;”
the 'top down' can not be over emphasized. Policy E&:
EYAS
S
establishes the overall framework within which all 5§ﬁ
. '\*"
resource allocation (budgetary) decisions will ultimately g”*-
—
be determined. The overall objective of 'policy' is the :ﬁg;
~ r\;"‘
maintenance of 'consistency' within the DON budget i?b&
o~ \.'_‘_\

decision making process. To maintain budget consistency,

by
A
S
’

everyone within the resource allocation decision making

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

established from tne '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

73
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concegt c¢f 'unifiad taouznt' @mUsSt exist at ail iavels X

o

taroujaout tne D0il pudzetary syscem and particulariy ac ;AF

I...’.

tne departmenctal ievel (ilavy Budget Office). A3 a Havy

budget ofricia. stacteq:

[y

i
YRI
W

O
A SR

For tae dJudziat to be successful, everyone in tae
decision wakiny process nust be, to some extenz,
captives of leadersnip. Tae way it works, witnin the

DJID and rezardiess of tne fact taat you are a nijn KN
ranking oud et expert, 15 tnat if eitftnsr tne 3ECDET gx:
or SCCHAY are for sowmething, you pursue 1t. e,
Tae positive effect of obudgeting consistency is za RN
focusing of tae obud.eting efforis upon tne most inportant T,
Tl
projrams or itens as identified by 'poiicy! objectives {j}.
e
and goais. The need for consiztency, witain tae Deparc- ﬂgg,
-
. [t
ment of tae ilavy (DOHN) budgetary decision maxking process, rvf‘
f o
must dDe Daianced against thne ne:ative effect of SN
‘."“I
consistancy, tnat of 'stajination'. Staznation results in ?}f
tne lack of introduction of new ideas into tiae resource ) ?;\
A
ar:socation ZJecision waking system. Too much conzistercy e
R
iy g i r Ot i o v -t ~a= ca TivAaT nr PEY SRS
can breed tae notion among budgeteers tinat, "Mle nave NN
Lt
aiways wade pudzet decisions this way, «#ny snould we O
e | o . S
cnanje noWw". Obviously suen an attitude, allowed to oe P
sl
. . . . . . 5 . N I
introduced Into tne DIOH pudget systen, would stymie one e
of tne 1103L important cnaracteristics of an effective ! _Q
S
SNt
resource allocation decision wmax.nj systei, that of 5?5
Y
-~ « s e —- c e e . P— , . N ‘.-u.-.
'flexldoility'. Flexidiiity ailows for tne optinal ty A
s 1l s s e o5 5 5—“
dizstribution or wmaximum utiiity of tane resources an- v
trusted to tue Department of the lavy (D0d). ‘iitnout RSt
-‘\":‘D
. A e . . NP . . . . LA
oudgzeting; flexidbillity, inefficiencies would innerencily . rnn*
7 U, s._'-._ .
el
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Ting
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occur, resu n e under uti.izZation o0 oLna rz-

[ &)

sources approved for use oy tine Departuenc O a2 Luvy

(DCH).

.

Yitnin the liavy 3udzetv Office (132), fro. tae oui

YNy

s

X

ana.yst to the Director of Buazet and Reports (LZT3), tTas
budget decision ma«ing process invo.ves varyina de;
of subjective and objective infiuences. On tae one
nand, tnere are strictiy tone auibers or "I mawes tae
pest business sense", On tne otner nand, tTaere 3re tne
polifics or "It makes the pesc political sense”. Tne

rerative ZI:iportance of eacn viewpoint towardd budieting

(o8

s, of course, tne subject of mucn devate. As one lavy

)

0

-

ficial relates:

The resource aliocation (budget) process 1s notning
nore or less taan a suojective orocess.  fou, as fucurs
iavy financial managers, wili often oecoxe frusirateud

e

M

wihen your superiors insist upon naking oudget decision:
Lore upon suojective 1ssues tnan upon tecannica: or
econoiic is3ues. You :ust de abie to adapt to tnat.

-

oo
Ay

Y
Al
()

LS

Tne lower levels of oudget decision wakin: witain

.
Ty

tae ilavy Budget Office (UIBO), that of the oudzet analyst,
can be descrided as beiny wore oojectlve in nature 3as
opposed to the niznest ievel, tnat of tne Director of
Bud,set and Reporuts (ilCB), walca is more subjective irn
nature. As one pro:resses up tne pbudjet decision ..axing
caain of conmand, witain tae KBO, one can oodserve a
tradeoff Detween tne subjective and oojective influences,

Budzet analystzs view budget decisions more in terus of

co3t estlnates, pricing, prozram scheduie executaoiiity
75
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N and pricr oud,2t execution performance. Declislon ma<gers
b
- at fae nichar levels witaln ciae UBO view tne sudzet

deci1sions more 1n terms of waat penavioral responses
¥
!\‘ PR Y - Y . - - . . . 4 .
~ will ve elicitved as tne result of a particular oudget

Y

\ . - —_— . . . - -

.: decision. <t 3aculd pe noted at tnis point, tnat at any

.y decision naking level witnin the Kavy 3udzet Office

i

é (lIBO), tanere exists a mixture of 3uojective and oojective

> o _ . . N

~ influences upon Tae pudjer decision MNaking process. oo

- level of decision maxing witnin tae .iBO Is taerefore

L - : ‘ e iyd .- :

N totaily devoid of scrne dejree of supnjectivity or ouvujac-

N,

~ e e . _- . . — N . e

o civity. Taopie Tnirteen veliow depicts tine suojective

i versus objective inriuences upon tne decislon waling e
- process Wwitnln tne llavy 3udzet Sffice (X30):

b

- PSUBJECTIVITY VZRSUS OBJECTIVITY .

O vy - - -y . ) rTy ~™ fal ot
. OF TdHE DECIZICH MAKING PROCESS DS
o WITEIN THE HAVY BUDGET OFFICE.! ret
.,‘ I‘\vl'\-'
s :‘,-f__.'
v OOAY,
- g‘f,‘:r

S -

- . 7_ ‘;
L8 J ‘. 'J'\
2. I_: i3 .:.:-::? 3
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. LT ' J
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) 9y '\‘t’“:: !

: FI N
X T Y
N iy NN

] Sudget Analyst Budget Adwminiztraior E
o -

o DECISION MAKING LEVEL R
< NN
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Let us now euplore tne deciszion masing considera-
tions, froxn tne perszective of tas Orffice of 3udzet and
Reporcts (03R), applilicapb.e to tae formulation pnase
(zuidance, review, niarxup and reclama) of tne Departmenc
of tne tiavy (DOL) pbudget cycie.

The Office of Budget and Reports (031%), durinz tae

budgetin, pnase of tae Pranning, Progranning and Bul_21-

]
c
D
("
o
<
<
<
£)
%

o
oF

revisws:

0.

in: Syzten (PP33), preparas an

v

o)

cf

estirates for suomission ne Secretary of tiae lavy
(SECHAV) and tane Office of tne Secretary of Defense
{(08D). Tre first year of tie Progra. Oojeciives deuoran=

Suit (POY) Five Year Defense Plan (FYDP) is used a3 a

(0]

vaseline for reviewiny all aspeccts of =sacil grosrail's
oudset estlinates. Empaasis iz ziven to ensure that a
particusar proZram 13 dota éxecutable and correct.y
pgriced, as welli as refiecting various .ate arriviag

juldance and direction from Conzress, tae Office c¢r

w

danagement and 3udjzet (0M3), tne Office of tane Secretvary
of Defense (JSD) and tne Secretary of tae Havy (SECHAV).
Tae uitinace oojective of tae formuiacion pnase is tne
forwarding of tne finali DOR budzet esticates to 03D and
0B for subsequent review, approval aand incorporation
irnto tne President's dudset.

Zudget formuiation descrides tne events walcea nUustT
ve perforued during tne development and review of tae
at estimates. Thne

Department of tae lavy (DOL) bud
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formulatlon pnase of tne DO dHudzetary cycle consists of
tne following supactivities [Ref. 9J:p. 2-11:
;u-dance

Q9

- tae 1lssuance of prozran and tecanical

- the egtimating of resource requirenents Lo neet Tas
progran and tecanical zuidance

- tane preparatction of budzet documents and supportin,
data in tne format required 2y review ecnerons

- Tne nearings, analyses and recomniendations developed
at each ievel wWitnln the executive DdDirancn.

Tc initiate the budget formuiation phase, the 0B8R
issues budzetary zuidance to de followed during tae
preparation of tae DON pbudget estimates. Tne zurgose of

oud-et zuidance, a3 outliined in the HAVCOUPT .ianuai

(Voiune Seven), i3 stated a3z folLlows:

Sudset su:idance 13 lszcued to assure consistency I
oregaracvion of dud et estilmates Larouzaout caa Je
1ent of tne liavy.
1T snouid pe ncted tinat tne pudset zuldance proviua2i e
.:\.__‘.‘
0y tne Office of Budg=2t and Reports is a composite or ‘ N
:\:_'.
. 4. . . ~ . - - e
poiicy directives received from various or_anizatlong, ;
princilzgariy 3zZCLAV, 230, OB anrnd Conyress. Tae bud 23

zuldance 1issued oy tae 033 can ve Jdescrioed as seia;
substantive or tecnnical in perspective. JSubstantive

suidance is prouulzated in tine forw of 3tencdin. manua_.,

[¢)
[¢]
[ 8}

and instructions. Principa. smon; taes2 docu-

- .
nocl

ments 1o tne HAVCOUPT anuair (VYo_une Seven) walcu

outoines Tne oroad dudietary procedures and Lroc2sI23

)
“
.
LY

Wwltain tne Department of tae ldavy (DUIL). Genera.

.,
42
&

] ,'
S

tecnnical suidance (aow tTo) i35 providea oy tae J33R

¥

A",



tarouza toe Budiev Guidance lanua.s (HAVZOUPILST 7102.24)

witn more 3specific coupianientary tecanica. julidance

TICIS 7113 AUD 7111 series. Tre

. , . . , . - . o
importance and Lupact of poiicy zuldance (frow a suojec- 'ajh
Y
‘ N L R
tive perspective) upon tne DO0J pudzet declsion waxing Aty
{w&
. lier in cthi DA
process was discussed earlier in tnis cnapter. :
. | 4 R TN
Tane oudget review (markup) portion of tone formursaz.ion Sy
- S,
- ; ; - P Sy e 4 SN
pnase i3 set into aotion by tne Orfice of 3udjezt and R,
PG
. . . , . o . . . . A
Reports i3sulng a 'pudsiel cail'! to the various neadguar- ¢
¢ —
L . . ' 1 i ol - b * 'l. o
ter activities tarougncut the Department o[ tne avy. A
Zach neadaguarcer activity, at it¢3 discretion, Ji.seiic- : Py
RN

nates tne OBR juidance wWitn 1tL3 Oown 3suppLewentary

oo

;aidance, to icwer ecnelons as required Lo oSotaia tadir

voe e

particization in tne development of tae 29! cud: et

2scvinates. Tne anount of time required to co..2ct anid

ct
[

syntaneslize tTanelr respective oudget estimates 1s predic

4pon nowW far down tane rescurce allocation canain cof

couiand al_.owancas nave deen made for oud_,et estlnaves

o2 inuroduced 1ntd tue decizlon waking process. {a

ct
O
[{Y)

eper Intdo che user ares troa y4nicn tine nitiar oulze:

(@)
®
Be)
T
L
(&l

estimates are introduced inwo tne budiet systew, the

LOre accurately wiii tae vudiget estimates ref.ect tae

re2s52urce regdireqencs of Tne varlidous Ccouvone2nits W1liain

s derived fron The dudled lnpuins

of tae .suer .eve-s, W.uain tae daclsion madging procesd,

often ake 1t rur2 2unis2rsone Lo Jutilllize at tae
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N secretariace reve. due to tine diversification and sneer Q};#
LA
~ Ll
\ vorume of tTihe oudjzet escimaces. 1t siouid de exppasizel ;j:ﬂ
. . :j-:j:.';
tinat as a starf office, tne Office of 3udzet and Reports S
| IR
v . e . . N AN
nas no responsioi:ity for wmaking prograwmactic raiatcad :ﬁpq

a i
- “ \.'\-i
N . . . . . s - ~ ~ . \ . o

decisions dul 13 responsipie for surfacing basic projram N

g .

- [

. L. . . < 5 . e . g

v 15sues wnicn nave a direct influence upon tne pudzet ana .
bes i
» for deirineatving tne dudzetinz; impllcations of tnese ?}Qj
- ) ':::'::J
’ program guestions. ;afq
. X : - v I Rasee
b 3udget ana.ysts, Wwithin tne davy budget Cifrfice vi.aw Nryet
~d
4 o o L . . . . .. .-q
: £ne initial budget estimates Witan a preconcelved 'down- D!
. . . : . o e e
: ward oasis'., This 'ecutting' viewpoint, on 3zenalf cof 132 TS
. T
. budzet anaLy:zts, assumes that tnere 13 always 30ie auiount ;@:d
; o
. - o : o . S s - . A
. of fundin: wnicn can %e cult [roi the situasion in waLcn RSN
.. ‘.-.-h\ o
. N,
. . . - - .o - ot . Nt ALY
) tae initial funding estinztes for tae various 204 NS
e N
> o . . R
prozrams are made durinz tne prograaniing paase of tae . Ai
! Pranning, Programnming and, Budgeting Systems (PP33). AN
- . _ ;:
5 Jacause tne Srojramiling pnase occurs during tae earliar -
s portion oI tne ¢cost e3timation process, it is subjecc Lo - “
§ ‘
. . . | . ) A
" LOre uncertainty witan rezard To ‘'actuali' prograd Cco3il. OCAC
- AL
. DR
: - -~ . . \ - - “a Y
. Conzequent.y, prozran orficia.s tend to over-estloate A
. A
AT
total progran costs in orier Lo ccupensate for tals RICId
, ~ : e Coe - '.\h".lj
" jreaver degree 0of uncervainty. Az one 00 official AT
A S
- TN
. stated: ERICN)
\ (ORI
* N "-."\
1 You nevar 4nowW exact.y waaht a prosran L3 Join 10 2Cit NeWa ¥
anti. you pnay for it. |
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v
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Tota. accuracy 13, on wne otaer nandag,

tc a certain extent not desireadle.

Office (MBO) official relates:

not essenvial

Anoctner

~

During tne programning pnase, odudzet igjur
Ainus ten percenc 13 OX. Too e time i3
(durinz tne prograniing pnase) trying to d

mwueh, inscead of If.

Jurinz the formulation puase of tne cudjeting

[RIGY

~he Office of 3Budj et and Reports analysts ra2

oudzet esvimactes, suonilcted oy tne

arious

offices, tTo deterrnine Tae 'reasonadleness' o

2stigates., Credidiiity and pesievaviiitvy

(8]
V]
3
cr
O
-
I
o
O
)
&)
—
Q
ct
'l

and tne O2ZR pudgetv review personnel.

constitutes tne suonjective side of u

of =ne Ddepartnenc of tie wavy oudr

davy dudgetv oifificiail 3teves:

If you nave credioiiicty witn your
are wWeoni Yyou are r~iJat, vacaudse
i

oy navia; credibilicy with tae

tion accouns starf anacLyst wWwichin tne

and leporis, a wWworkin, reiationsnlp

2

srobians Wita initial oudget estiagt
Srlor To otae uiarsvup and reciana process. f
cvaff anaityse Lo fu-iy coznizanw of

ol ta2 oudiec =2otimaces and n2 suvuituing

lonsnlp oetwean tae

[(]

vne

sudinicein,, criflce:

L]

o
aAav

are an

nave c.redioariiiy and tne oudiet estimates makes

ousines: sense, tne dDudnet esvimares
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ruefendac.e' oy tae O313 stafr enalyst and ocaerefore nava ufv,
e
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a Algner progapility of mawxing 1T farougn tne warkup aad }&4
I"I".l
reciena process 1o a forin simllar O tnat Wwailca was =
. ‘l .
inivia.ly suonritcad. As anotner Lavy dudzet official .

’
~

sctated:

NREA LTS
. A

Tre Je3T wWay Lo Jet your money sack, 13 never to nave

1ost it 1In tae first plLace. g
5?*
s , , . . P . XA
Crediblilcy detween tine suomitting oificlais anua =a2 A
o
. . N ) . : NCH
savy 3udget Office staff ana.ysbts 15 not sometning taac Wi
, -t
is developed witain a short period of time. Credipisicy L)
\' -‘.:"
e witn 430 astaff anzsiysis develops on.y Larousn tne e
‘ e
o . A , . L el
N aicplay of a proven anilstory (track record) of providing SO
Y g
accurave, up-vo-date and re:liaoie sudsietiny informaticn
A
N peculiar To ctaelyr particular aciivivy. As a .avy Sudfex
Y N -
'd SiTice officiali z.aln rastatas:
dard Work 14 tae srice you pay o have credliviiity, you
Q. Zanh notv acaleve credioiLiny DEz21 sclely upon your dauy
<., 2lues.
-
-'\ Ll -
e ifter r2viewin; the 'rzasonaoieness' of a.. ae
. Zudwltting acvivities!' pudget esclaates, taz CJifice or
-
7 Zud, et end 32p0rTs 2roposes cnanges To Tuese oud L2l
o
-l" . . . . .
~ esrimates vy 1ssuing 'warks' ajzainst tae various aJIos-
- ation accounts. Tnese wmar#s are distriouned co cae
'J-:
. J2opective Departuend of tae ilavy coupona2nis, uvascauy
-
j JCrOVIGLIA] Lnem an opZortunity Lo 'reCcldaid! Tue pronosed
L
]
. cuts or warws. To znoure fuul disiemination of nase
L
o oud_ec decislons, tae opudjet mards are aiso distriouces
4"_
o Lo Sn=z Jecratary of tae lavy To easure tne fullest
-~
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exposure of tne conflicting resource aliocation issues

nes3t LV

from Tne oWest T3 tae il 15 tarouznout tne

-

(0]

Jeparwnment of tne llavy.
during tae 'reciana' process of tne formulation
phase of tne D0 pudgetary cycie, the suomitilng activi-

-~

es' reputtal jusiifications are reviewed 2y tne Office

[%7]
i

[SN

C

of BSudger and leporcs staff personnel. Of primacy

laportance To tae suomitting activities, wnen forauiating

tneir reclanas, 15 tne need to 'address tae factis' upon
Wwilca tine orijinal warks were daszed, A reiatively
unsuccesstul reclama tecnnique, often =2aproyad oy
supmittiang officials, 15 wanat nas been rererr-ed Lo ao
tae 'dursuoer., defense' wnere tne o3t frequently
exnressed reclama justification nas peesn, "Loou, 1'.

¢

oniy doiny iy job, the CO nas put a :

-

150 priosrivy on

fundin; tnis programm, OSucn a defense 1is based, no:
upon Tae merits or ouslaness sense of tne projzran, ovut

Siwmply upon tne personal desires of a couwwanding officer

20 nzv2 a pacrticular projram funded. dn egually unsuc-

O

~n
(>

ful reclama technique is tne reiliance upon tae '509

(7]
[
o

salp defense' winere tne reclama justification exnressad,
0y suowitiliaz officials 13 tnat "Funding Cfor tais

crosram {iten) is regquired to anelp us acaieve tne
SECNAV'S stated objective of estadlisaing and supporting

a 600 saip navy". 2otn of tne above reciana justifica-

tion tecnnigues nave proven, duriag tne ion: run, To Dbe
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equali.y ineffective. To put it more simpiy, tne reclai.a
process nust address the issues (facts) upon wnicn tae
original 1arks were predicced.

Let 43 now turn our direction toward some of tae
technical and nore objective considerations given 2y ta=2
Orfice of Budget and Reports staff anaiysts duriny tae
review (marikup) process of tne formuiation phase for tase
foiiow-ng four appropriation accounts: mititery person=-
nel; operations and maintenance; procurement; and
researcn, deveiopment, test and evaluation. iavy pudzet
anaiysts review tne pdudzet estimates for tnese four
appropriation accounts wita tae foi;owing considerationg
in @mind.

MILITARY PERSONNEL. Of tine priwmary consideracicn uo
tne iiitary Personnel (ILPERS) appropriation accounts
is tne deteriiination of tae averaze Cco3L rates uvi.izeu
2y thne Cnlef of liaval Operations and tae Coandant of
tie larine Corps in tae formutaction of their HILP%23
budzec estiuaves. Altaouzn tue rate of miiitary pay 4and

al.owances are estasc-isned by .aw, tne average rate of

sase pay {(tne lar,est contrioutor to the HILLPERS accounc)

15

[

a
<

i

staoilshed frow estiuates. The foliicwing estinates
bear Jscectly ugon tae level of tane AILPERS appropriatio
account [l2er. 9:pp. 2-311: tne pumoer Of Ddrowotions

expected to occur Jduring tne budzet year, tne nupnoer ©

ry

personnel Jains or .osses Lo occur during tae dudget
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3 year, and tane Lonjevity to accrue during tae oud.,et yz2ar.
Joi.lzing Tae above estlnaces, an aversaje cost rate 1
couputed for =acn paygrade from c-1 tarougn 0-10. Tais

oo
average co3t rate ic appiied to tae total numder of

| g@3Timatea perzonnel antcticipated for eacn payjrade. A

l

’ S A . oo o1 s ; .

Similar procedure is utilized to deternine tae averas2

’

- c03v race for saslc allowance {or quarters. LiLperLant

y consideration must de zlven oy tae Office of Budze: znd
Reports oudzet analysts to tae estliwated personnel

LY s - <

N curnover rate wnica affects tane cost of alliowancas for

N

x . . . .

) 3ucn Talngs as geraanent cnanges-or-station, reenilstaznd

N

N . . -
Jonuses, ciotnlnz for new recruits and separations Lizi.

- -

> 9:pp. 2-311].

-

. OPERATIONS AND MAINTENANCE. laview 2onsideratvicns

2y tne Obi anaiysts For tne ozerztions and wailntznanca

¢
agpropriatctlion accounts vary wita tne type of proziran

" . . X . . . . o
under consideration., Tane deterwmination of tne 'reasoan-
anleness!' of ovudget esvicates for tne operatlons and

s M3.0T2n3ance accounts 1s vacsed principasiy upon pasc

. . . . . . " " o

~ 2y perience, WOorg ueasurament scandards, cosi accouniiag

o
information, engloyment trends, »2rice i12va2i changes ani

g prior dudzet execution pertormance., Cost data and worx

B

! mweacuremsents are used wWitn reasonable accuracy Lo
deteriiine tne fundin: requirewreants for projrais sucn as

N tne overnaul of 3nips, overnaul of aircrafi, rf.eet

h)

N operations, fliznt observations, medicai care, 3Upp.y
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distrioution and real »roperty maintenance [Fel. 3S:op.

2-31}. Taerz is no standard metnodcloZy oy waicn
ana.yscts witnin tne navy Sudzet Office review tae

operacions and .aintenance accounca.

PROCUREMENT. Tne porincipal consideraticn for tae

procurement appropriation accounts is tne determinacion

of an accurate 'unit cost'. Tne cost estimavion for

'existing' 1teas 13 derived tnrougn tne avalliadle coo:

accounting systems. The cosc escimation for 'new' lie.s

15 Jderived tarouz:

—

and tne {following factors [Ref. 2:zp. 2-32]:
- a.Jount of inventory on nand

- projected consumption ratce

- requirenent for spare pa&arus

|
&7}

tacus of 2DTazZ grojianms

- oroduction time scnedu.es

- s.ippaie of production scaeduls

- reguired lsadtine

- o01iizavion base

- approval for production.

RESEARCH, DEVELOPMENT, TEST AND EVALUATION. Thae

tovzl fund:in, for Aesearca, Developament, Teust and
Zvailuation (RDTLE), witaln tane Dejarcwenye of Defznuse

maintained av approxiwmave.y a constaant zercenca, of

=

¢

JOD appropriztions. Altaouih tals percenta,e way va,

Wwitnin eacn aii:itary deparctment, according Lo ennaac.
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N iven oy tihe OSecretary of Zefense on various proiralc, a
1
¢ Je.atively steady ievel of funding 13 waintained for toe
s . . - . . . .
) totas ROT&I effeorts wituin tne Deparcnent of tneg lavy.
N Cost estimacte metiods utilized for tne apbove appropria-
EN . . . .- - ‘ - o .
‘ Lions are not appiricable to tne RDTXE appropriations due
o the fact tnat RDT&Z programs are notv typica.n.y s3iai.arn
.‘ > v Iy . “ - .
) and tnat operatliona. standards are not usual.y avaiiao.e.
A}
W - . - . . . . -
K, AT Ttae nilianer level witniln tne declsion making srocess,
<.
= tae priuvary RDTLI budzetinz consideration is deatermining
ﬁ wnat tota. ~evel of R2T&E effort is required, in woas
Q- areas furctner researca is required and tue avai.adbi_ity
2 of Zclentiiic personnei and rescarcn facilities., Tas -
AN ADT&E programs are funded increwmentally, tnecerfors
-
e ar_owing tne review of 'unooiizated' and 'unexpendiai'
; Daiances Lo Decouie tne prineclpai retnodololy by wWialen
S\ - - . . .
' ACTuZ projsraxn perforniance execution may be monitored and
&
i . . . A : , , A
¥, vae required future Tinancia: requireientcs deteraianed.
199
After tne ciaimants have sudbaittea tnelr osudgec
) requests Lo g various Jdepartment of tae ilavy dspartaen-
23
> i .
. tal ana.lysts, uaose requesis are reviewed for tae
.
A sunmary and otackug data required to support tae requesits.
» Tnereafter, nearin~s are scneduled for the analyitl to
. 327 additional information (as required) concernin: tae
e
oudzet inputs in gquestlion. If and waen tae agarian s a2
4 . . : :
a‘ conducted, tney Wil nave been preceded oy guestions
L)
J from tne ana.yst Wwanica are sent to tne suonittin: office
o
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for tnat activity to prepare a statement in support of

taelr orijina. suonissi

)

n.

2

Trie Cormptrollier of tne Navy ‘'mariks' are taen made

[s}]
7]

adjustments, corrections or reflections of decisions
made concerning the different appropriations; ost warks
invoive dudgetary reductions or cuts. Reasons for all
tnese adjustments are jiven to tne suopmitting offices oy

tne Jdeterwining analyst and are tiae vasis for tne

'reciama' process. HC3G (Bud:et Zvaluation Group) wa«es

s, .
g tne distripution of ithe 'marks' In return to tne R
\ -
i . s . : o
: respective submitiing acfivities as taey are coaz.atad oy N
o
-~ X 1=
® tie anaiysts. z
> o . e L o I
i\ Ire 'recianas' are then rasudmitced by tne craimant g
4’:' .
N wnlcn makes tine warkup only a ‘tentative decision' uncil
(\
~ - Y ; < = : 3 I PR 3
tne reciaimma can o2e sorted out and final disposition wade
> .
j upon it. As stated earlier within this thesis, tnese
C.
b= decisions are usually sorted out at the Director of
.
Budzet anc leports leve. and an ajreeument r=zacned
M
}: petween tne cojnizant HCB 'director' and the subaliiing
: activity cconcerning tne warkup decision.
3 Tne Budget Guidance ifanuali (HAVCOMPTIKST 7102.24)
. acdresses Len Cco.Lion areas ln wnich markups usual.ry
\I
K occur. Tney are outiined as foilows:
N,
APPROVAL FOR PRODUCTION. Ons of tne principais
‘.‘ . . > . . . .
n: factors utiiized in tne fornuiation of appropriation
" pbudjerns 13 tToe readiness 0O plLacin- a particuiar piece
Y
<
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programs tnat cannot de executed pecause of iapr

~ - eym—— oYy ; . _—y T v

of eguipunent into production. HAVCOWPT analysts devo
Ddarticular attention to scunedused miiesztones leading
2 production Jecision.

UNFUNDED REQUIREMENTS. Jnfunded requirements can

T

I

w

e

o}

oe

categorized 1nto two vasic categories: pre and post POH

supmission. Prior £o tne sudbmission of the PO, tnose

O
e
("
=5

prlcing or unbaiance Witn respect SO otner appro

‘O
-3
Yo
sY]

|

tions, are s3ent oack tc tne resource sponsors aha are
funded with 'offsets' in coordination with cne J0:HPIC

Shortfa’ls wnica occur foilowing tie subwission of a

PO!l, over wnica ITne resource 3ponsor nas no contros 3.

funded witnout requiring offsets from oTner urozraiis.

PRICING. One of tne primary odjectlve of the rav:

process of tne 'budjer review decisions'-1is o ensure
tnat tne progran pricing is reasonable and forlows
publisned ~“uldance. Pricing aariuds reflect pricing

;uiiance rvecelved subseguent to tae submission of

initiai oudgecr estimates.

PROGRAM EXECUTABILITY. Decterminations as to wietn

W

o not tae prozirain can ove carried out during tne vudec

year dDecomes a xey conslderation during tne review

[ Q)

process., Ltens sucen as .teadtimes of en

D

and suppore
items, ace properiy pnased, tae avallabiliity of lon;

-

leadtime materiais, acaievavple production rates, and
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prooadility tnat al. deiiveries wil. occur witain tne

funded period, ars reviewed L0 ensure executability.
PROGRAM DECISION MEMORANDUM. RBecause of the scaedu.2

of events during the overalil Department of Defense

budzet review process, prograimned decisions

Secretvary of Defense on tne Deparctment of tae iuavy

pudgetary matters are usual.y received 'during' tne 20U

review process. These prozranmed declsions are tanerefors2

inczuded in the appropriation marikups.
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CONGRESSIONAL ACTION. ‘fariups are
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ref.ect tne lacest Congressional actions and juic

Ty

and dicaction.
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UDIT SAVINGS. These mars{ups ensure that audit
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3avin:s are reflected whers appropiriate. {iard4ups ensura
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tnac valid savings remain witain. tne Deparinent
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Javy and are not lost back to tne Office of tne
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ey

of Defence.
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INTERAPPROPRIATIONAL TRANSFERS. Cnecks are

o

»

ensure tnat eaca lvew 13 pudgeted withiin the correct
appropriazion and if transfers are required, tuat taey

are f1lade To tne correct appropriation.

PRIOR YEAR PERFORMANCE. In reviewin; the bdudset

oudjeted

XA

tney are required. Low oviization-

Y
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al and expenditure rates refiect 'forward fundinji' or
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fundin: waica 13 in advance or annual requirements. An
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ynusuai.y a.za doclijatvional cate amay refiece a funding
saortfali. Repaasiniys would Oe raconnmended as approlri-

ate to e.iuninate suca do3crepancies.
OUTYEARS. A.ltnouza tae priuary eupnasis of tne

allarkup procsss 13 upon tne dudzet year and tile autnoriza-

o

tion year, 'ouvyear! adjustments are ciade to ref.ez:
accurately tane lupact or tae urojran and funding deci-

3ions made during tae tudget review 35 wel. a:z wae

ispact of fisca: rea.icy.

Let us now review tne riscar Year 1347 wmargup
Justificacionz for tae {oLl0wWing appropriation sccounts:
feapoas Procurement (GPH); Snipbuilding and Zonversion,
davy (5CH); Alrcraft Procursmens, lavy; Rzsearza,

J2vesognant, Tes: and Evaluation {(RDTxzZ); Ouvaer Procure-

W2nL3, wavy (JOPL); and Operations and .iaintenance, .javy
J ’ 5 S

Toe ~tarqup juscifications and adjustuents are 5:00uUn
for FY37 Departaent of the Navy appropriation accounts
:n TaobLe Fourteen. Tais taole disp.ays tas frecueacy of
occurrences of a particuiar type of margup by zpsropria-
tion cacezory. It does nouv dizpray the awmount (dollar)
or ilwpact of tne issued mark odus werery pOints out Lae
reasons wWay a pairticular war was aade. The accounus
Laat are aov sisved and refiected in Taop.e Fourteen
displiayed L1tTie anarysis wortny data for the nurposes
T

of trnis scudy. a2 narkup Jjuscifications were 5o
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diversified ctract tne data courd NoL 02 catezorized

‘s e 1y

piroperly under tae above specifilc margupy Juccirlicaoilons.,

L

N

. . : RS

reviewed, 1t pecaw® apparent that tane different analysis ;ﬂJJ
AN

o N o o o
used different terms Lo deceribe tne war<s winat Laay RS

A S

N
5
»
1
»

wade for tne different terms to Jdescrioe thne nmards tilad

tiey mace {or tne difrferent approzr-iation accounts. A
500d exawp.e 2f i3 was Tae cerw ‘rforvard funding' uclad

JY 281 ana.yst walca in reaiicy was 'prior year

performance! as dencioned ear.ler wWilitnlin Tuls cazltsrs.

Justilfizactions for the marss. AS one Jri.ice
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O
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-
—
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Jsed &y Varsry a sadt. DIT oouT Tas
2 T 13 non=varyiaj.

o)

!
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Jverali, Tae mac<s varia2d jreatiy oetween @oneo

S0, 2

&)
\
O
3
)
1
.

TI0Ns and TaAe anauyst':z Tecanigues [or review wWere aLosd - -
: -

a3 ver:.23. Tnhere was 00 parcicusac ecaodolosy uciilazd

i)
] .

"
'y

Dy individua. oudset ana.ysts Wwitain tnz O2R.  Tae

K}
.
*

rr

anairyscs usad facts, deve.opa2d facts and pacsed t.e
facts up ©o tae senlior reviawing officiais for tazic

iacreasin .y suvjectiva declizions.  As iadicated oy Lae

~acsgeLy daveErs2 Terns used In Lo2 sacis, a2 ocane
cegqulcements and ldeas wWere onroi2cted ouUl LA LeTudds o
aroLYin, al o wach Lndiviviuariy conTtinued Lo Jdlfifer.
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PTYPZS JF alRXUP CUSTIFLCATIONS US8ZID =7 032
; 2UDG=T SJALYSTS FOR JAKIIG CUTS 1 370 )
APPROPRIATLON ACCOULT3M ”

O
(siumber of Occurrences - lote 1) e
e
A~ e . s o - » ~ o \ - .-"'-n
Tyge of Margup  JPH SCH APN  20T&Z QP 2L Tcral PRy
) iapa D) o)
AIn LA
I

idpprovas for
Production 2

s

O
T
-3
Ca
O
(9]
(D]

r W
SANA
. ~ U LSS
v Jnfundead N
A fegul.remencs 17 J 0 8 9] J 17 DAY
Pricing ) 2 23 3 53 23 113
Prosra.
Zxecutaoiiivy 24 0 g4 10 93 1o 155
con.ressionas
- action 29 4 22 79 3 o 134

y audic
. Savings D J J

ro

(@]
r

o

SQ2Lropriatlonad

Transfer o J 5 13 3 2 27 ~ S
RSN
. AL SN
~ Prior T=ar - -
Perrormance 11 1 2 3 15 2% 52 RO
. RYRHAY
- . .. - ™
Jtner(s) 1 0 1 13 2 22 23 P
£
y Totals 105 13 113 141 100 33 339
N (llove 2)

woces: 1) Jduuvers do not ref.azct tne awouns (dcriar)

lmpact o6 a partlicusrss nariup, agerely tuae
auiloer of occurrences [or gacn Lype acdudu
Juscification.

2) Totalz reflect nulver wardup O2cdrreinces o
‘Tyve of larkup Juscilication!

3) Totais refiect nuover of warduy dccur 2ancay
o7 ‘Approprizcotion dccounct'.

“n order L2 view tae nares frow o a Jdecision naeins

ser-gect.ve, 1t 1o necessary Lo ovus2rve Wpnere tae Laris
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nad war43s rlade 1a cae Teh waJjor aceas discussed earscier
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ovserving the percenta
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e Lota. marxks in eaca appropriacion account {rsumenoer

J2 Jdownward ias). The percentaje of war«up Jjustifica

£
O
—

ct

Tion3 are ref:ected in Table
MILITARY PERSONNEL. Tnis appropriationat catejory

taciudes tae [o_i0wing appropriation actions: diiltary

1

(@]

ne Qroe

et

Parionnes=~iavy (HPH4), Hiiivary Perszonnei-iiar
{PHC) . Raserve Personne.-~idarine Corps {(RPIHC). Taese
accounis wWere not lnciuged In CLae apove analysis au2 o
tae particuiariy diverse and varied use of nariun
juscifications and terdinoLo /.

21 catezor Nc.Lude
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PROCUREMENT. Tnis anpropriaci

o

e foilowing appropriacion accounts: dircratft Procure
menc-ﬁavy (4P1), Snipouiliding & Conversion=ilavy (3CH).
Jeapoans Procurement-~iavy (UPH), DJtaner Procurewment-davy
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AN
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M approvar 1o , ; - . RRSS
Production 24.8 46.2 . 14.2 5.0 5.0 9 R
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coumpronised 19.15 of tne total wmariups for Tnis account.

Tne fourtn major infiuential. mar«up was Jdue Lo 'Unlunded

requirenencs' waicn constituted 16.25 of tune total .{ipﬁ
o

Jeagons Procurement-Navy mariups. ﬁ}'\ﬂ
. s

Jitanin the Saipdbuiiding & Conversion-ilavy appropria-
tion account tnere wWere tnree major narkup justifications
utiiized for reducing (cutting) tnis account. They

dere, 1n descending order of Infiuence, 'Approvas for

Prroduction', 'Congressionai Action', and 'Pricing',

. pAY
Wwnose individual influences were 46.25, 30.385 and 15.45 :}‘ﬁ:
respectively. A A
EE_‘.@:&
Wditnia the Aircraft Procuredent-ilavy appropriation &?Qﬁc
Y A
. . L - e
account, tne wost influential mariup was due tc 'Pro.cau :.;: ?,Q
» >
Pl

- s : o . . : ool
Ixecutabiliity' winien constituted 33.95 of tine total WICN
vy S { t;?i}ii
xarxups for tTaiz account. Thne next Larjest inr.uencas !,;5*
el
was due to 'Pricing' at 20.4%, 'Congressional Action! ARAS
AN
witn 19.5% and 'Approval for Production' wita 14.27. ?{53
8" . gl
) . A . . 3 \
ditnin tne Otner Procurement-iavy appropriation RTY
SN
‘ X 4 DS Ty
accounc, tae ozt influentiali wackup was '?ro:irad SN
L N N
. S ‘ . : . TN
Zxecutapi.icty' wWwitn 39.4)5 of Tae Tota. waruups ror Tals -{y:g
appropriation account. 'Pro;ran Zxecutaoni.liy' wWas ,Q:SQ
oY
foliowed ratner ciosely by 'Pricin,!' WalLca constitucted :H?.f
SN

32.1; of tne markup justifications.
RESEARCH, DEVELOPMENT, TEST AND EVALUATION. :-._.n
tne ldesearch, development, Test and Zvaiuation avpropria-

tion account, 'Con.;ressional Acrion' was by far ine

-
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. predominate warxup infiuence wita 50.9,5 of tine totas
3 R . . .
’ aarkups for tiais appropriztion account. Trne nexc
'l
aizhest warkup justiiilcations were 'Progran Zxecutaoi.-
- ity and 'Appropriactionai Transfer!' wita a distant 11.4)
and 9.25 raspectively.
OPERATIONS AND MAINTENANCE. Tde Operactions and
y . . . . . -
4 slalntenance appropriationa. catejory consists of zae
ﬁ foiiowing appropriation accounts: 0Operations and
bl
- Hdaintenance=~ilavy (04N), Operations and Haintenance-
. f:;i"
: Marine Corps (0i1dC), Operations and ilaintenance-i;avy 3j“
2 o
- s . . e SNy
~ Reserve (J¢iR) and Operations and Maintenance-larine Vet
\ . , A . o ei
Corps Reserve (GHHCR). Tne wost infiuential wmarxups ror -
; E‘.‘f‘ﬁ%
b . : . : - . ~ . . .o -':.' b
X Tiis appropriation catesory consizied of, 1a descendin; Al
X« oirder of priority, 'Pricing', ‘?rior Year Performiance! . ’
. and 'Program Zxecutability' winose inf.uences wWere 23.5.. f
[
. 24.55 and a more distant 13.4% respectiveliy. S,
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- , . , s . e alele
3 By viewing the statictics contained witanin Tac:ie Sy
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dariup Juscification' exercised the wmost influence ugon Lot
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. . .- - — . % NN
* refiected witanin Tavle Fifteen. ror tae Department of -
tne Havy (D0il) for Fisca: Year 1347, 'Prosran Execuzacii.-
1ty ' accounted for 20.25 of tae total warkups reviewad.
Giving 30:1d credisl ity Lo tae co.nencs wade oy osudie:
O Evaluation Group (.CBG) personnel as discussed eariier RN
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Wit 'Pricing! next ia ordar or influenc

. Witn 13,35, Tae remaining ar4up Jjustificationsz aal

) -esserr inf_uences anc effects on tne overail ouug,et and, Nled
- ‘ . . . : . . RN
wiza exception of 'Approvai for Production' and 'Prior A
&, T
A . . . ) - Co RS
LA fear Performance' witn 10.0. and 9.8s5 respeccively, vere oA
\A v
widely disctriouted.
)
§ Tne caree iarzest z2nd wost influentiai [facvors in
< . . ~
; Cne review anu warkup process as can be seen Iro.g tue
asove Jdata is tnat the 'Dif Taree' (procgrail executadilili=-
'd ¢y, Conzressionai actlon and pricinz) as discusced
" tarougnout tals taesis are indeed cornerstones dpon
‘v
L]
- Wrica tae najoriiy of oudsev decis3ion aciLions are Jaoed.
f Consressional actions played a zredoalnate rol?
{ -
; Witain che ZXesearcn. Jdevelopaent, Tecoo and Zvaiuat:ion
(2D0T%=) account and was =2videny 1 every Jorocurensnt e e
¥ s
- L 3 - B oA . _.-}_.r
3 accouat dispiayed in Taole Fifteen wion a aeaviar N
": \';'.::
> 2nignasdls la Tae Alircratft Procurament-idavy and 'leapons N
h ;.”_'\”.'
) Procucement-iiavy accouncts., OJbviously the incerest
“~
~ A . : :
N exaicited by Conzress in tnese Deparcaent of tTae navy
L)
~
N appropciation accounts Indicates a pgarticulac.ty strong
- desire Dy tnac Zroup to 'keeDd tihe ourse sirin;s' and
r 2onIrol tae accounts walica affect tnels Jdistiricis .n
Y veinis of concractual support.
3ecause the opudzet 15 tae ultimate mana;eanent Lod.
:: in tne rederal jovernment, 1U nay ais30 be arued taac
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gonstraints, are tine individuals actually waging silizary xﬁ:

poiicy &and decisions. R

Trhe major decisions veliag made witnln tae Departizii -
L . . . : o , AR
of the ilavy are present.y deins made from a 'fizcai or Ml
ol
dusiness' decision base vice an 'operational' vase f:}:
o, "
A

created from evaluated tnreats.

IR

Hiznlighted witnin tuls cnapter nave teen wne
foilowing issues and concepis pactinent o tae oud
decision ra<ing process witnin tne Office of Zud.ies znd
2eports (0BR) and tae impact of sucn dbudjet decision
Jaking uvon tone overall Department of ctite avy (DIOL)
oudset. Tne budzeting pirocess Wituin tae OBR is suvject
to pota supjective and oojective inf.uences, wiza tae
iower leveis oa2ing wore cudjecilve in thelr ouu
decision mawxing orientation. Tne oojective (tecunizar)
considerations piay a secondary (taxen for jranted) ro.2
beside tiue subjective {policical) considerationz durin

the fornmuration of tae D0 oudget. Tne '3i; Threeg!

i
. . . . ! \ %
mackup justifications (reduciions) consist of, in - '
Teed
. ) . . AR
descending order of ocecurrence, are as follows: projrad -::v:,
-‘-"- ~
. — . . - . . 's.".’n.'-\
executasliiity, Congressiona. action and- piricing. o
- ) ) . . . A .. . e
Conjressiona: actions piays a predominate Inriuencin’ Ry
NN
3 N . LA
foiC On tne researcn, Jdeveiopuwent, Test and evaiuation 3Qﬁ¢
D aNRN
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Appropriation account and is evident 1n aLl procuranenu e
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by W e
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o, tion oy tne Departuent of tne Mdavy, iU is oeconiny norea .y

‘W

gncumbent upon everyone 1in a resource al.ocation Leclsio

-
e ‘ , .

e making capacily 0 Talng more in econoinlc Larus varlal

R

% operational and nardware reguirements and cagaoilii.ias.

% Increased empnasis upon reducing tae amount of tne ffy
- : S
- fadera: deficit (Gramr.-Ruduan-Holiings) reguires tnac -ﬁ}:
‘.\' e
3 . - - T . .\‘.‘;,
. sveryone acnlieve jireater .Leve.s Of utilivy wWioa resg2ct Ny
) ’ >
g to tne resources {(funding) enctrusted to taem for defance
[ purnoses., Gaining 3 Treacer «<now:ed:ie and apyureciaclon

B of tne ro.2 and functlon of che oudzet deciaion na.g n;

—

process as 1t 2xiscs witain tae 2304 i3z tne firow ied

X,

lznt directlon towvard acalevin; tne elusive joal I

\ tae rig
L]
) every mititary officias, tanat of obtaining 'wore sang
d ror tne {availaole) ouck'. 45 one idavy oudzet off:izial
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