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SOME COMMENTS ON PROGRAM .
BUDORNTIG 1N THE EPARTMEN mmm"or_msz .

G. H. l‘ilher*

The RAND Corporstion, Santa lbnica, canromia 3-57" -

My assigned topic is "Program Budgcbing Long-mnge Pla.nn:lng

in the Department of Defense." At first, I thwght tho.t thin would

be an appropriate subject for me to talk about; but then I nat.iced .

the list of speakers and discussants to follow me on the program

All of these gentlemen are on the "firing line,” so to speak, in the

sense th:t they are key people in the Dcpu'tmmt of Detense who u.re -

actually implementing program budgeting in the Defense Establishment,

In this capscity, they most certainly know much more sbout the subject

This being the case, I thought I might perform a useful function

at this meeting by refreshing our memories sbout what some of the
basic objectives of program budgeting are, and then to make some .
speculstions sbout the future. I would also like to point. out and

exmphasize that a tremendous amount of progress has been made to,'dtte'.

We tend to forget this vhen we are in the midst of uplmnung a
new system and are cmghtupinthc day~to-day problems :nd frua-

trations that are inevitable in such undertakings. On any siven dgy,

 the aifficulties of the moment may see inordinstely large, so that

W views expressed in this paper are those of the suthor.
Mlhmldnotbeintuprctedureﬂectingtheumdmm
Corporstion or the official opinion or policy of any of its govein-
mental or private research sponsors. Pnpusmreproducodbyrhe
RAND Corporstion as a courtesy to members of its staff. ..
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w mey tend to lose perspective sbout original oinctino and how

far ve have coie in meeting them.

Now mt about original obaectivel, and vhat 40 we have now

» '-tm vas not ava.ilable before? We might start by lodking briefly

at o conventiona.l militu‘y budget formst (Chart 1). Here it is

o prctty clear that cmun elements that we now think are very im-

portant a.re missing -a tor example, lack of an axtended time horizom,

"and lack -of an orienfcation toward missions and the major instrumen-

talities requ.ired to perform these missions. The main focus is on
hmétiom ‘idant.iticutionp and a time horizon that extends essentially

one yesr 1nto the nxture It is obvious that such a structure is of

_ limited uoemlneea from & plenning/programming point of view. This

observntion serts the ctage,tor a discussion of the objectives of
proem bulgeting.

A mndnmntal ‘purpose of the new Program budgeting system is
to _provid.e' the Secretary of Defense and his military edvisors with

& better basis for meking major progrem decisions. This is to be

:'acccnpliahed primri:Lv by providing information--both financial and
.non-fimncia.l--in a more meqningrul way than before. Here the phrase

"m mningtul ey 13 the mportant considaration. There is

n 'gert.unzy no pqxeity of 1nrormtion and data in the Department of
Defense " But mch of it is either irrelevant to, or not sufficienmtly
‘ariented tovard, the requirements of top management in making major

" -‘program dectsions.

' '-The.texjm "major program decision’ deserves special comment. By

"major program decision” we mean those decisions pertaining to




CONVENTTONAL BUDGET FORMAT
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important choices with regard to alternative future weapon or sup-
port systems, force structures, and their principel m.ode'a of employ-
ment and deployment. Of particular interest to OSD are those cases
vhere the problem of choice cannot be "factored" imto mmmu
compartments (Army, Navy, Air Force)--a seemingly mf-increasing
portion of today's major national security decisions. Polaris and

Minuteman are good examples of this. These systems are about as

complementary as the_y are competitive. Here is & case vhere one
might not expect that the Navy can best make the ultimute decision

regarding force size of Polaris in the context of Navy responsibili-

ties, or that the Air Force can do the same for Minuteman when looking

only at Air Force missions. It is a "'Joiut" question vhich must be
viewed in the context of the total strategic picture. The problem
is "not factorable" into separate Service compartments. Most limited
war questions also ultimately involve this characteristic of non-
factorability or relationships brosder than one military department
and its traditional assignments. .

It should be emphasized that the new progéa? budgeting system
is not itself concernmed witl; meking decisions, but rather is concerned
with providing information which, hopefully, ﬁll provide a better
basis for decision-making in the Depa.rtment of Defense. Viewed an-
ofher way, we might say that the basic cbjective of the nev system is
to integrate the planning/programming and the financial management
functions in order to provide better tools and information for
decision-meking by the Secretary of Defense and his military advisors. '
This is to be done in such a way that budget decisions will be progream

decisions, and program decisions will be budget decisions.
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* *This’ concept of imtegration is illustrated in Chart 2, vhere -
budgcting is tdmuﬁmiq of one of the key financial mansge-
ment functions. B '

Ontheriglﬁhandlideofthechlrtbndgctingicmrwedin

‘ ﬂ.'.l conventioml mse- ﬂ;'mJor concern with mnctionll co.tegoriel

.(procurmt, constmction, ope:ntionl and mintcmnce, cbc ),

: short tipe honzon (esuntially next fiscal year), and emphasis on -

purely riac-l mttterl (obngttionl, eoun:l.tunts, reiﬂmrumts,

] “ob.)ect chsaea, chc ).

‘melmhmdsidaofwaimesmottherwtmot

AnJocr eoncern to phnneu and programrl' wespon snd support sx:tm

and fcrce- und their mdu of ”mloymt and deployment, a lin_g tima

horizon (5, 10 or more'yeo.ru .ﬂinto the rutnre), cnd emphasis upon "end

‘ product” wtivitieo (e.g., miuions nnd the Mnmm;lit:lu to be

used to carry out. theu miuionc)

It 13 elearth:t»intheputtherewu.ltoooﬁmbma :

hrse ga.p betveen thertvo realm planning/proming on the om

...3’ and v1ce mu. M in otfoct

nn budgct ua"nor. ms mteh up.’ The: ebaecuvo of the new -ystun

2T to ‘dnnl, dcviee to:: int_egutin&the two aress (thc left and right-.
h-na -ma ,,or"ch-.rt'a) m- 13 to be done 1n such e w as not to
* 'dist\u'b the ltructura.l churactmttics of either of tho tvo areas 1n

. 'nnymndmntdm,.tleutnotinthemume l'hul,mm

O

." ’.lpuk of c uv d:l.msion or'a "trmrwmtion dnv:lcc" vhich wnl
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permit going resdily from planning and progremming to budgeting and
' vice versa. '

One example of a way to bring in this "new dimension" is illus-
trated in Chart 3. Here we have a format developed at RAND for the
Alr Porce back in 1955. The stub of the table contains the "end
product” identifications: missions and the various systems required
to perform them. (These are analogous to Major Programs and Program
Elements in the DOD program budgeting system.) ' The top of the table
provides for the force structure px;o.j'oction and thé reist:.ed resource
requirements expressed in terms of major cate.gorien of money flow:
research and development, investment, and operating cost. Although
not shown on the summary format, these latter categories are broken
down into sets of sub-categories, one of the sets being the Air Force
appropristion codes. The appropriation code identification provides
the tie-in to the conventional budget structure. The present non
program budgeting system has idemtifications very similar to all of
those contained in this illustrative example.

8o much for basic objectives. I would now like to turn to some
speculstions sbout the future--speculations in a somevhat idealistic
sense. Several years from nov, ideally wecmight visualize & DOD
:prosnm budgeting system having the following major cbnrccteristics
rououbly wvell developed and implemented: -

(1) A series of DOD dsta and information reporting systems

vhich adequately support the program budgeting process
in two major senses: (a) progress reporting on major
elements of importent programs, and (b) providing .

S ———— 1 iy 1 3o -
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réuomb]y good data basu Tor developing estimeting
rehtiénshipa far use in miking future pro,jectiong.

| (2) A program element structuze which is mesningful from
a pianning/grognming poiat of view, and vhich therefore
.pz"avidu one of the k‘ey beses for integrating planning

N programming on the one hand and financial mansgement
" . om the other.
(5) A progmm change system wh'ch adequately up-dates programs
" and program elements, ‘and “heir associsted resource
. . “‘Iuirunent, | e '

(4) An enalytical cepsbility fir rapidly determining the
future impact of alternstive prugram proposals in terms
or. estimteq 1mmtd ruoﬁrec requirements and
estimated military effectiveness.

The fc.:\_xr points 1 ha.ve Just listed cover a lot of territory,
mdthqm@ new." The program wudgeting system as it now stands
bas all of thes;__é;ha.jmptensués gl_i.vrinci;p;e. But they are not yet
fully developed, and their degreé of development and implementstion
varies consid.e:rably from one area to another.

rocr 1nstunce, in the case of Majoxr Program III--General Purpose
rorcea--there is no doubt rod for mrwmnt in structuring of the
progranm elmnts. Also, one of the most severe problens perta.ine to
dcvelopnent of conceptp and mel:hods for estimating the effectiveness

. of propoaed genera.l purpoae forces. ‘lieither of these problems is so

grept;. in some’ of the other lh.aor Programs, for example, Program I--
Strategic Retalistory Porces.

°
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A major problem area that applies slmost "across the board"
pertains to mv first point--date and informetion support of the
program budgeting structure. As of now, this support is pretty
thin in meny areas. A great deal of time and hard work will be
required to correct this date reporting deficiency. But just as
important, some imsginative thinking is required. I would hope
that some nev sapproaches will be tried and experimented with. For
example, it 18 not clear to me that all accounting and other types
of reporting data must be accumilated on a coumplete emumerstion
basis. Sampling may suffice for some purposes. On the basis of
limited experiments that I have conducted, I think the selective
use of sampling mmy offer real promise. In deriviné estimating
relationships, for example, these experiments have suggested that
in certain areas, relationships developed on the basis of fairly
small samples are not significantly inferior to comparable relstion-
ships derived from a reasonebly complete enumeration of data.

So much for the current problems. While these problems are
pressing, and are particularly bothersome to those persons involved
in the further implementation of the program budgeting system, I
think they can and will be solved. At this meeting I would prefer
to stress the progress made to date, and the very real importance
of having a nev framework to provide an improved basis for integrated
planning, programming, a.nd budgeting in the Department of Defense.
~This is something that has not existed before in the Defense Establish-

ment.



