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PREFACE

The days of annual Department of Defense (DOD) funding
increases appear numbered. As a consequence, it is essential
that in an annual appropriation such as Operation and
Maintenance (O&M), financial managers must have time to
develop and execute an effective financial game plan to get
the most from the funding provided. Recent congressional
budget reviews have often not been completed until December
or three months into actual execution. Biennial budgeting
has been proposed as a way to solve this problem. This paper
reviews biennial budgeting from an O&M perspective; its
history, current congressional proposals--pros and cons, and
impacts on the DOD Planning, Programming, and Budgeting
System (PPBS).

The author wishes to express his appreciation to some of the
many people who assisted in this project. Thanks are
extended to Mr Jacob Baker, HQ USAF, who sponsored this
project. The author is also indebted to Colonel James
Wallace, Mr Dennis Bryson, and Mr John Lang, all of the Air
Force Directorate of Budget, for the information and advice
they provided. Finally, the author thanks Major Mack Foster
of the ACSC staff for his advice and constructive feedback.
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EXECUTIVE SUMMARY

Part of our College mission is distribution of the A
students' problem solving products to DoD

y, \. sponsors and other interested agencies to
i J\\\\ :/i enhance insight into contemporary, defense

< !/ related issues. While the College has accepted this
product as meeting academic requirements for
graduation, the views and opinions expressed or
implied are solely those of the author and should
not be construed as carrying official sanction.

- - insights into tomorrow"

REPORT NUMBER 86-2555

, AUTHOR(S) MAJOR PHILIP E. TORANGO, USAF

" TITLE OPERATION AND MAINTENANCE BIENNIAL
BUDGETING: IS IT TIME?

I. Problem: The problem to be examined is whether or not use of
biennial budgeting can improve Operation and Maintenance (O&M)
budget execution. The thesis is that something must be done to
enable Congress to perform its budgetary role in a timely manner
tihereby decreasing execution uncertaiity. Failure to resolve this
problem will cause less than optimum financial decisions and
higher costs.

I I . ()bjectives: The objective of this paper is to provide a
br hr f history of biennial budgeting; a synopsis of biennial
Lubje L ing alternatives ; biennial budgeting pros and cons; and
inpacts on the DOD Pl nning, Projramming, and BLudgeting System
(P103S) from an O&M perspective. Recommendations are also
pres,/r ted.

I L I Data: Biennial budgeting to (late has been a state
phenomenon and is currently used by 21 states. The General
Accounting Office (GAO) studied state biennial budgeting as it is
currently practiced in Florida, Ohio, and Wisconsin. The GAO
found that biennial budgeting can work in a timely and effective
manner. Four biennial budgeting bills were introduced during the
98t11 2)ngress. The primary motive for each bill was to establish
a budjetary process that provides increased time for congressional
oversight and budget action. Two significant biennial budgeting
acti,0uii; occurred during the 99th Congress: the FY 1986 Defense

.Author _ tt ion Act dir (cted the fiscal year 1988 DOD budIget

vii



CONTINUED_

submission cover the 1988/89 biennium; and the Senate Armed
Services Committee staff report, Defense Organization: The Need
for Change, was issued which supported implementation of biennial
budgeting. Biennial budgeting advantages (pros) emphasize the
time gained by both Congress and O&M financial managers, knowledge
of funding levels before the start of the fiscal year, and reduced
operating costs derived because of the longer contracting period.
Principal biennial budgeting disadvantages include: reduced
reliability of budget estimates, reduced ability to react to
political and/or economic conditions, and a probable increase in
the use of supplemental appropriations and reprogramming requests.
Implementation of biennial budgeting can be easily accommodated
within the PPBS. Budget formulation changes focus on modifying
congressional justification materials to add an additional fiscal
year and the impact on inflation rate calculations. Biennial
budgeting execution changes center on changing the accounting
period from 12 to 24 months.

IV. Findings: The benefits of biennial budgeting outweigh the
disadvantages from both a congressional and an O&M perspective.
The Congress loses some short-term flexibility but gains time to
work both budget and non-budget issues. The O&M appropriation may
experience reduced reliability of budget estimates but gains more
timely and stable funding, thereby improving overall budget

' execution. Implementation of Senator Roth's biennial budgeting
proposal would maximize biennial budgeting advantages.

V. Conclusions: Implementation of biennial budgeting will
improve O&M budget execution by enabling the Congress to perform
its budgetary role in a timely manner. The Armed Services
Committees have recognized this potential and have taken an
initial step by requiring DOD to submit a biennial budget for
fiscal years 1988 and 1989 (authorization only). However, until
Congress also adopts biennial appropriations, all the benefits
offered by biennial budgeting will not be obtained.

VI. Recommendations: The Deputy Director of Budget for
Operations (AF/ACBO) must ensure that the Directorate of Budget
representative to any DOD Comptroller/tri-service meetings t-(
establish ground rules and procedures for preparing the fiscal
year 1988 and 1989 biennial budget is knowledgeable of the O&M
position. In the longer term, AF/ACBO should support
implementation of Senator Roth's biennial budget proposal as it.
best maximizes biennial budgeting advantages.

viii
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Chapter One

INTRODUCTION

Background of the Problem

The Operation and Maintenance (O&M) appropriation is a
one-year appropriation that funds the day-to-day operating
costs of the Air Force. These costs include: pay of
civilian personnel, temporary duty travel, rents and
utilities, contract services, maintenance of equipment and

real property, purchases of supplies and equipment, etc.
(8:31). The FY 1986 President's Budget submission included
$20.9 billion for the active o&M appropriation (6:Table C-6).
These funds are widely distributed going initially to 35
commands and separate operating agencies. They are in turn
r,:issued to 1,200 operating budget iccounts and 45,000
responsibility center/cost centers (11:6). As can be seen by
the broad scope and size of the O&M appropriation, it is
diverse and complex.

Limit ing O&M execution is the fact that the O&H
appropriation can only incur new obligations for the fiscal
yeir for which it is authorized and appropriated. It is F

essential that financial managers know their annual funding
as early as possible, oreferably before the start of the
fiscal year, so that they can develop an orderly execution
,p11i. liowever, Congress in recent years has been unable to
1heet its own schedule for reviewing federal budget

o-; lhI~ Mi s ions est.-)l i shed ill the C(Oiress ioial Budget--
l)o ' InfiiIenI t ( on t rol Act ()f 1974 (see Tab les I a i. 2). As ,a
, ls _quenc, , the P a r,[) t r- nt a-[ )u i ise ( DOD) tIas i rucently had
) f iriarice its operations it the hc inning of each fiscal

y,1F L- under ai con tilu i ng resolut ion eiuthoriLy (CRA) or stopqa .
t i, 1 inc n .(J,

1Use of CN/;l isRiv iA'Sra i ei inn'r
a ,Ln,1ljecs theLu reil oV(1 1,tiUyteli fL liiIQ3 i 1:0( J r ;o;I S

ii1i after Co)ngess i (t 1-,' TL :cj.:j Ia on ct. ta
- I oh w s IoW slow Con -t r s hais e Pe n i:L enacting 10D
ia)l iariat Lon w,:ts- ii , : nl ., , -. er, or tI le

EIotr)ths iiito the fi sc"al Year. r m' essixv time is required It"
h,)thi the Air Stafl , tie 'a , ' i te funding, s,,

ic s usually Febr 'r iy ')c for(y .,- f nci l nagei's ha3ve

their iea 1i ainu~I fin(!i ,,i.

...............................................



These lengthy delays adversely affect O&M execution.
Fi-st, commanders and their financial managers are force,| t,

* absorb full annual reductions in only two-thirds of the
fiscal year or less. This means that the commander has to
take reductions in areas that he might not if he were taking
them on 1 October. Secondly, many financial decisions are
deferred until the real annual program is received. This
often results in incre-ised prices (12:--). Very sim,)ly,
congressional budgetary delays create uncertainty at all
levels of financial management which in turn causes decreased
execution flexibility.

Statement of the Problem

The probl em to be examined is whether or not u ,e
biennial itlyetinj can impr-ove O&M budget execut ion . i'-

thesis is that something iu.t be done to en ab Le Cong7 e ,

perform its budgetary role in a timly manrir the- l.'
decreas ing execution uncertainty.

The consequences of not resolving this problem are
significant. Less than optimum financial decisions -nc
higher costs will result. This is a situation that cannot be
tolerated as future DOD budgets are not anticipate,] to
contain significant real growth (2:36).

Objective of the Study

The objective of this study is to provide a brief history
of biennial budgeting; a synopsis of biennial budgeting
oiternatives; biennial budgeting pros and cons; and impcts
on the DOD' s Planning, Programming, and Budgeting Syscen
(PPBS) from an O&M perspective. Finally, recommendations
will be presented.

A
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TABLE 1

CONGRESSIONAL BUDGET PROCESS

Deadline Action to be completed

15th day after President submits his budget, along
Congress convenes with current services estimates.

March 15 Committees submit views and estimates
to Budget committees.

April 1 Congressional Budget Office (CBO)
submits report to Budget committees.

April 15 Budget committees report first con-
current resolution on the budget to
their Houses.

May 15 Committees report bills authorizing
new budget authority.

May 15 Congress adopts first concurrent
resolution on the budget.

September Congress completes action on bills
7th day after providing budget authority and
Labor Day spending authority.

September 15 Congress completes action on second
required concurrent resolution
on the budget.

September 25 Congress completes action on
reconciliation process implementing
second concurrent resolution.

October 1 Fiscal year begins.

Source: Department of the Air Force, Directorate of Cost and
Management Analysis, The Air Force Budget Fiscal Year 1986
(Washington DC), Table A-I, pp. A-I.

3
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TABLE 2

DATES OF ENACTMENT

DEPARTMENT OF DEFENSE APPROPRIATION ACTS

FY 1977 - FY 1986

Public Law
Fiscal Year Effective Date Designation

19771 22 September 1976 P.L. 94-419

1978 21 September 1977 P.L. 95-ILI

1979 13 October 1978 P.L. 95-457

1980 21 December 1979 P.L. 96-154 y

1981 15 December 1980 P.L. 96-527

1982 29 December 1981 P.L. 97-114

1983 21 December 1982 P.L. 97-377

1984 8 December 1983 P.L. 98-212

1985 12 October 1984 P.L. 98-473

1986 9 December 1985 P.L. 99-190

'Fiscal Year changed to 1 October - 30 September vice
1 July - 30 June.

Sources:
1. Department of the Air Force, Directorate of Cost and"

Management Analysis, The Air Force Budget Fiscal Year 1986
(Washington DC), Table A-2, pp. A-2.

2. Mr David Roberts, Budget Analyst, Headquarters USAF,
Directorate of Budget (19:--).

4
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Chapter Two

BIENNIAL BUDGET BACKGROUND AND CURRENT
CONGRESSIONAL PROPOSALS

The State Experience

Biennial budgeting to date has been a state phenomenon
and is currently used by 21 states (10:3). The General
Accounting Office (GAO) has studied state biennial budgeting
in depth for the Congress as it is currently practiced in
Florida, Ohio, and Wisconsin (13:--). With minor exceptions,
all three states use similar schedules, legislative oversight
philosophies, and budget adjustment mechanisms.

Key dates and events in the Florida, Ohio, and Wisconsin.
biennial budget process are highlighted (13:4).

-- Each state's fiscal year runs from 1 July through
30 June.

-- Budget formulation starts 12 months prior to the start
()f the fiscal year (June or July of each even-numbered year) %

with the issuance of the budget call or preparation
instructions.

-- State agencies submit their budget requests to their
State budget office no later than October or November of each
evn-rumbered year.

-- Each governor submits his budget request consisting of
do one-year appropriations to the state legislature in

-anuary or February of each odd-numbered year.

-- All legislative budget deliberations are completej by
30 June of each odd-numbered year.

-- The new biennium starts 1 July of each odd-numbc-:. e'i
year.

Legislative oversight philosophies for these states
just as consistent as their schedules. Oversight .
conlucted during the entire biennium. During the buu -
year, oversight is focused on hearings and agency perform.,

5 ,'
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reviews. More time consuming activities such as studies and
reports are conducted during off-budget years (13:8,9).

Budget adjustment mechanisms for these states are
primarily limited to transfers between accounts or agencies
(13:6-8). In essence, they operate exactly like i base or
command financial management board with a fixed aiuoutit of
resources trying to ensure that they are properly distrihuted
to solve the most critical 1.roblems.

States such as Florida, Ohio, and Wisconsin have shown
that biennial budgeting can work in a timely and effective
manner.

Current Congressional Proposals

Four biennial budgeting bills were introduced during the
98th Congress. Sponsors of these bills were: Representafive
Panetta, Senator Cochran, Senators Quayle and Ford, and
Senator Roth. The primary motive for each bill was to
establish a budgetary process that provides increased time
for congressional oversight and budget action (10:5). A
synopsis of each proposal follows.

Representative Panett---H.R. 750. This proposal provide;
for two-year budget authorizations and appropriations. It
also provides for the establishment of a one-year
congressional oversight period to be followed in the second
year by review of the President's budget submission. This
proposal provides Congress an additional three to five months
to complete its budget reviews compared to its current
schedule (10:5).

Senator Cochran - S. 922. The key feature of this
proposal is that it would provide for a two-year
authorizat ion. Annual aippropriations would be retained
(10: 11)

Senators Quayle and Ford - S. 12. This proposal
establishes a unique two-year budget cycle; authorizations
would be appr)oved in even-numbered years and appropriations
would be approved in odd-numbered years. Congressional
oversight would be conducted throughout the biennium
(l0:6;3:--).

Senator Roth - S. 20. This proposal provides for

two-year budget authorizations and appropriations. This
,~, s I rc -uij r-:s congt rss ona n review of Lhe 1resident's

1,udget SUblniss[on during the fi rst yeat r of each Congr .rss andI
leaves the second year for oversight. This proposal wounl,
also change the start of the fiscal year from 1 October to
1 January (10:6).

.'.- - - . .



99th Congress - Biennial Budget Actions

The FY 1986 Defense Authorization Act directed that the
fiscal year 1988 DOD b.-get submission cover the 1988/89
biennium. No congressional direction was provided as to a
specific biennial budget option that should be used; DOD has
the option (4:168). Initial direction from the DOD
Comptroller's office (OASD(C)) is to show two separate fiscal
years; a budget year (FY 1988), and a budget year plus one
(FY 1989) (20:--). Current indications are that the
Appropriations Committees prefer to continue annual
appropriations and will not move to adopt biennial budgeting
in the immediate future (I :44). This would be the same
approach as proposed by Senator Cochran.

Subsequent to the FY 1986 Defense Authorization Act, the
Sendte Armed Services Committee issued its staff report,
Defense Organization: The Need for Change. This reporL
supports implementation of biennial budgeting as a part of a
series of DOD and congressional changes. No recommendations
were made as to which specific biennial budget option should
be selected (5:607,611).

With a basic understanding of the state biennial
budgeting process and current biennial budgeting proposals.
Lihe next chapter will discuss the pros and cons of biennial
budgeting,

"."
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Chapter Three

PROS AND CONS OF BIENNIAL BUDGETING

A change to biennial budgeting would have both positive
and negative features, pros and cons, that must be identified
as a part of the decision naking process. All of the pros
ellid cons i]entified below apply to the O&M appropriation
while many are also relev jnt to other ,ppr-,priations. The
following sections analyze biennial budgeting pros and cons
in depth.

Pros

All biennial budget proposals dould provide Congress nore
time to consider dnd review budget issues. As shown in Table
2, Conyress recently has been unable to approve DOD
appropriation acts prior to the start of the fiscal year.
This situation frustrates the Congress as well as the
Services. The recent Senate Armed Services Committee (SASC)
Staff Report, Defense Organization: The Need for Change,
discussed this problem and concluded that

Congress is trying to fit too many activities into
too little time. Any delay in one step creates a
domino eff-ct later in the year. The budget
resolution is taking longer to adopt . - . . This
delays consideration of the authorization bill which
in turn delays consideration of appropriations bills
and forces Congress to resort to continuing
resolutions for spending measures . . . . Congress
fdils to meet its deadi ines because it has too much
to do, and the newcomer in the system--the budget
process--is increas, gijy takinq too rauch of the
precious legislative time of Cotijress (5:580,581).

Under a biennial budget process, Congress would be , bte
to conduct a more logical and systematic review of all
legislation as well as budpjet legislation.

The ikuc reased 11ue,1L of cu,:j roessjoni._tl comtittees and
suwcomnrmittoes has 'reated workload scheduling problems. The
Senate's Temporary Select Committee on Committees discussed
this problem: . . When senators acquire addit- i)nal
committee an,1 subcommittee commitments, it becomes

"% %



.

increasingly difficult for them to attend all of the meetings
scheduled for each of their panels (5:579)." Two-year or
biennial budgeting would relieve this problem by providing
more time for committee meetings, thereby creating a more
balanced workload and hearing schedule.

Another workload scheduling problem is finding time for
members to conduct policy oversight and review of management
issues. Representative Panetta's and Senator Roth's biennial
budgeting proposals would provide an off year when there
would be time to conduct hearings and/or orientation visits.
Today this is difficult to accomplish when the Congress
continually postpones adjournments to complete its
legislative agenda. Today's orientation and fact-finding
trips are primarily conducted by professional staff members
or the House Appropriations Committee (HAC) Surveys and
Investigations personnel, not the member. This does not have
the same impact that in-person member trips do; information
provided second-hand to the member does not properly tell the
O&M story (22:--).

When Congress does not pass appropriation legislation
prior to the start of a fiscal year, it passes a CRA to
finance the agencies' operations until it can pass an
appropriations bill (7:42). CRAs are usually equal to the
last year's funding level which is generally less than will
be appropriated. New program starts or funding of
contentious programs (programs where there is a possibility
Congress will disapprove funding) are not allowed and are
placed on hold. Here again, by providing more time for
Congress to review and approve appropriating legislation,
biennial budgeting can, hopefully, eliminate the recurring
reliance on CRAs to finance DOD activities.

The author believes that biennial budgeting would reduce
DOD and Service appearances before the Congress as well as
eliminating the need for significant amounts of justification
materials provided to the Congress. To support FY 1986 Air
Force O&M funding requests, a 621-page justification book was
sent to the Congress (17:--). Substantial additional
'ustification data was also provided to the Congress in the
form of speeches, responses to requests for information, and
inserts for the record. Preparation of this data takes many
months by all Air Staff budget analysts. This data would
only be required every other year under biennial budgeting.
The time freed-up would be available for execution analysis
or other previously deferred tasks.

Biennial budgeting would provide increased funding
stdbility for the Services by authorizing and appropriating
funls for two years vice the current one-year period.
Resource manaqers would benefit by having a two-year program
Lhereby enabLing them to plan and execute accordingly.

. . . . . . . ..° . . . . .r r .. . . . . 21 . . "• * " " " " " " ° " J" " o
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First, the longer two-year contract period would save O&M
funds because vendors would be able to submit lower bids
based on the longer contract period.

Secondly, the seasonal aspects of the bona fide need rule

for facility projects would be simplified and potential R.S.
3679 (Anti-Deficiency Act) violations would be reduced. The
bona fide need rule as applied to facility projects requires
that a contractor actually start work on a facility project
within 90 days after the close of a fiscal year for the-
project to be obligated against the fiscal year in which the
contract is awarded. If the contractor cannot start work on
the project prior to 1 January, then the facility project is
to be funded from the next year's funds (14:--). If biennial
budgeting were implemented, there would be a two-year period
during which facility projects could be awarded; there would
be less pressure to spend money quickly prior to year end and
consequently more orderly execution would result.

The final execution benefit would be better utilization
of available O&M funding. Obligations would be more "solid";
that is, they would either be already paid or based on actual
vendor contracts by the end of the biennium. This would
decrease prior year deobligations or "fallout" and thereby
keep prior year unobligated balances low (21:--).

Cons

Biennial budgeting has several negative aspects that must
be considered. Implementation of biennial budgeting would
reduce the level of short-term congressional budgetary
control. Annual authorization and appropriation provides
Congress a means to stay abreast of the DOD budget. The SASC
staff report on defense organization highlighted this point:
"The intent of annual authorizations requirements was to
reduce the area of discretionary power of the Office of the
Secretary of Defense (OSD) and to strengthen legislative
control of programs (5:576)." It will be difficult for
Congress to discontinue their annual review of DOD budgets.

Biennial budgeting would provide time for Congress to
conduct policy oversight and review management issues (see
Pros). There is a potential for congressional abuse which .

could result in increased micromanagement. Congress '

currently engages in significant micromanagement of DOD
programs (5:591-593) and they might not be able to change
their ways.

Reliability of budget estimates under biennial budgeting
would be reduced. The more time between preparation of a
budget estimate and actual budget execution, the greater the
likelihood of error. The result could be two years of

10
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funding problems for a program rather than one year as is
currently the case.

Congressional and presidential ability to react to
changing priorities or world situations would be decreased
under biennial budgetiny. O&M funding is inflexible in the
short-run (during execution). This is because 85 percent of
ril ' )&M expenses are fixed or fund "must-pay" bills such as
civilian pay, utilities, or flying hour support (11:10). By
,_,hanging from annual to biennial appropriations, the Services
become more committed or "locked-in" to programs and funding
levels, thereby making it inore difficult to react to economic
or political changes.

Biennial budgeting could increase the requirement for
supplemental appropriations and reprogrammings.
Supplementdls and reprogramiaings would become the relief
valve for the bad budget estinates and changed political
and/or economic conditions ment oned in the preceding
paragraphs. Increased transfer authority would he needed by
DOI) to support a higher number of reprogrammings.

if bienniAL budgeting is implemented, the DOD-Comptroller
(ASL)(C)) will most likely implement a mid-biennium formal
review. Such a review would be similar to the formal budget
r-,visions required by some MAJCOMs in the early 1970s.
Combining a mid-biennium formal review with the demands of
prparing and justifying an increased number of supplemental ,,

-

iid reprogramming requests will significantly increise
2A";T (C) and Air Force Budget workloads without additiona!
st-iff, (L5:--).

Thu newest problem for biennial budgeting is the recent !-,.
mm ,-te,] Gramm-Rudman-Hol lings Balanced Budget Amendment .-

., law reqn Iires annual analyses of the FY 1987 thirough I'-'
11)91 Prmident s Budgets to see if the budgets ,neet the
!vJisLated defi,:t targets (12:--). If the entire federal

;,ve r 'In el t y o e s L o b i e n n i a 1) u ( : e t s, t h ,.
: i- ia ii1n-i o ni ngs ,ini.L ,I e f ic it targt, t s can be e s L L y

)niverted to biennial targets. If only DOD were to implement
,imia budgeting, DOD would be the only federal agency not-
cos i s t e n t with the annual p r o v i s ion s o
-r ,ul-Rudmflan-iiollings. This could cause problems. The next
ch,ipter discusses chtnges that would be required to the DOD's
Planning, ProyL'aimmingj, Budgeting System (PPBS) to imp emnlit
biorinial blidqet in.J

LA.
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Chapter Four

BIENNIAL BUDGETING IMPACTS ON THE PLANNING, PROGRAMMING,
AND BUDGETING SYSTEM (PPBS)

The DOD PPBS is a flexible, durable budget formulation

and resource management system. PPBS was implemented within
the DOD by Secretary of Defense Robert McNamara in 1961.
This system, while having been modified many times since its
inception, is still extremely effective (5:483-486) .
Implementation of biennial budgeting can be easily
accommodated within the PPBS. The following paragraphs
identify the changes that would be required to implement O&M
biennial budgeting.

Budget Formulation

The most visible PPBS change required by biennial
budgeting would be to modify congressional O&M justification
books to include an additional year of data. Current O&M
justification books explain program and pricing changes from
the just completed prior fiscal year to the current execution
year, and then to the next year or budget year. Under most
of the biennial budgeting proposals, the budget year would be
simply changed to a biennium. Senator Cochran's biennial
budgeting proposal would provide a two-year authorization but
retain annual appropriations and would consequently require a
slightly different adjustment. Explanations would be
provL(Ied for changes from the current year to the budget year
as is currently d one and then again from the budget year Lo
the budget year plus one. Format headings would look ris

follows:

- Current

Prior Fiscal Year Current Year Bud etYear
. ... 1985 ... . 1986 1987

- Two-Year Biennium

Prior Fiscal Year Current Ycar Bet Biennium
1985 [986 1987-8

12
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- Senator Cochran}p

Prior Fiscal Year Current Year Budqet Year Budget Yr +1
1985 1986 - 1987 1988

ci ther option is do-able although select ion of Senator
Cochran's proposal would add significantly to the length of
the justification materials as well as requiring more
preparation time. Command financial plan and operating
budget submissions to the Air Staff would be changed
accordiagly (9:52-68).

finoor changes would be required to the Air Staff's Force
and Financial Plan (F&FP) computer data base to implement
bieninial budgeting. Computer programs and lookup tables
WOUL l need molification to change from fiscal years to fiscal
bienr~iuls. Inflation calculation programs would also have to
be modified. These changes can be easily made (16:--).

Biennial budgeting would require a modification of the
stabilized pricing policy used by the Air Force Stock (AFSF)

-- ,, IWndustrial Funds (AFIF). Price stabilization factorz,
(rates) are established during preparation of the DOD
President's Budget and are provided by the AFSF and AFIF to
zhei. customers, such as the O&M appropriation, for use in
developing their own budgets. Prices are currently only set
or stabilized one year into the future. Biennial budgeting
wo,:iJ require stabilization of prices for a second year

U xe: ut~ LO:k.

Rietinial budgeting would require one significant change
to the Accounting System for Operations which is used to

1n IL For al l O&M execution transactions; the tac-ountinq
J,;, io,]) would have to be changed from 12 months t:o 24 months.

n LentIy, thece is both d fisc-Al year and a program yea-,
52,.5riptor used in the accounting system (16:--). The author

,)r:) joses that only a program year code be used to designate
.ie Eiscal biennium. Program year would be defined as the
ea.r in which Congress authorizes and appropriates the funds.

' iis would get people away from using the term fiscal year,
which would no longer exist and would also save computer file
space (16:--).

Related to the above change would be a one-time mass
update of all financial regulations and manuals to reflect
thp change to a two-year biennium vice annual appropriations.

Blioni il budgeting would necessitate a formal mid-ter,,-
-, en , review with OASD(C) (18:--). Such a ifove wouto ,i,
Scirt-e t efforts to place more emphasis on budget execut ion :
;,:iil.' t,:) r extent of crcating a "PPBELS," with F ,.qual Ii Id

or5'



execution. PPBS has often been criticized as being a forward
looking system focusing on preparing future budgets
(5:505,506). Emphasizing execution oversight would increase
congressional and taxpayer confidence that Air Force O&M
funding is being prudently spent. The next chapter wil
discuss whether O&M oiennial budgeting will work.

14
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Chap1)t er F L ve

WIlLL 001 BIENNIAL, BUDGEiNG WORK?

The Coriq r es i I rah i L i t y to ee L th e i r own budyj ti v~ --w
1,3 nd hs ret~ched the point wlie ru chaznges a r rej LeJ red to

or use 0: IiS 2i L~ ne It ?il] Stdt)1- i 'y tO the budge t process
_j r e ss is f is proposingj chd nqes to improve the

iiiL Jt i o : the G r omiii- -1rdidia n - 11oI lin gs Ba- lan ce k BUdq e t
A'*1eI t , the Scmit Arnied St-r v ices Commi t t ee St a f if Repor t

Dc rs u R e ur j-An iz at i o rI: ''h u N (-e d f o L Ch a I ~e, in Ilude s
recommendat ions for congressionil change as well as DOD
clianges; and the FY 1986 DOD Authorization Act directed

s~rissnnot' a biennial budgetL for fiscal ye2ars .1988 and
32) The quest. ioci is will O&M bienni-al b. hdg.eti nc reailly

?i f s,-, which proposal wotild be best for O&M?

To ilse the above questions, it is necessai;,ry Lo retarlI

Liie prCos :md cons of bienn ja 1 budget ing. They can be
I 1ft 'Itwo petsp)ectives ; from the :nrsinIpon

a ad 1_vie OVAi point of view.

t*/iI- je -; I ic 1ude : more Lime for budgjet review, iincreiisedl
Io 0 r'gressiorial (')Vers i,_hti , improvelI _,owvmitt pte

Ii ,t rt.eltm-ed ulse Of CR7 s ,ai Conjres.-s -' i h1.Lv@ o v
u~rr~o~uag~tin~t'> . 'ori.Jress wou Idij also it

ri Int iy by itinereisedI public :;Iipport by mee tintg its budget-

o,. !.iiVC J,1Ct,)rS from1 the _ongres tionl )0 1S peC t I \
a Ve: -1duced shorJCt -term-L~ budgijetar (:fc-L~rol, uhe

* 3 L:0i I i tv :-,f less relijable hiitu est i i-m-jt s, a reducedJ
-iou _icy to reaIC LO Cliangi ng pouitteli an1d/or C~lri

endlk it ionls

rol-; ie ,h 1 o5 011-1 t )cLs e uv 2, tr i I t "I 0-V

*I- igh1 the 111i s' i iantacS. Coiiqress lCes soo e sotLr:
* *21.(i nility bit ja i.ns time toaccomplish bot iigt

*~~~! Gr -lie fi ~Su
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reduced prior year deobligations, reduced bona fide need rule
problems, and reduced appearances before Congress.

Negative factors for O&M include: reduced reliability of
budget estimates, reduced ability to react to political
and/or economic conditions, a probable increase in the use of
supplemental appropriations and reprogramming requests, and a
likely OASD(C) mid-biennium formal review.

Here again the benefits of biennial budgeting appear to
outweigh the disadvantages. The cons can all be lived with
if an increased number of supplemental appropriations and
repLogramming requests are permitted.

On balance, biennial budgeting benefits both Congress and
the O&M appropriation. The remaining question is which
biennial budget proposal would be best for O&M?

The author believes the least effective option is Senator
Cochran's. It is really a halfway proposal providing a
two-year authorization, but retaining annual appropriations.
This proposal would require significant annual actions and
investment of time by both Congress and the DOI).

The next most ineffective option, in the author's
opinion, belongs to Senators Quayle and Ford. They propose
having two-year authorizations and appropriations, but in
alternating years. This proposal also requires significant
annual actions and investment of time by both Congress and
the DOD.

Representative Panetta's proposal and Senator Roth's
proposal are both very similar. They both propose two-year
authorizations and appropriations as well as setting aside an
off-budget year for oversight. There are two differences in
the proposals. First, which year oversight versus budget
action takes place; the first year or the second year. And,
secondly, a change in the start of the fiscal year. The
author favors Senator Roth's proposal because it calls for
budgeting to occur in the first year and for oversight to
follow in the second year. Representative Panetta's proposal
would place all congressional budget decisions into an
election year, which woulO promote inaction and avoidance of
toiich decisions.

Conclusions

Implementation of biennial budgeting will improve O&M
budget execution by enabling the Congress to perform its
budgetary role in a timely manner. The Armed Services
Committees have recognized this potential and have taken an "
initial step by requiring 001) to siibmit .i biennial budget for
fiscal years 1988 and 1989 (authorization only). However,

t6
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iI' f I s f e 'iI ly hL nr l l)41((ett w Io I,,_, ','_1 I Wi.L be (t ,

Recoimmendations

n the short run, the Deputy Director of Budgt_., L

Op.? t ., ions (AF/A(11O) must e(LStire that the 1) L rcecora te cFe .,_ :L i:fe prese:_ntative to. A ny OASD (C )/tc-i-sezrvice me t -.s
o:;a , Lsh ground rules and procedures for preparing th
fiscal year 1988 and 1989 biennial budget is knowledgeable of ,
the i&M pcsition. Specific areas of concern include: .:
b en.:k 1.budgeting pros and cons, impact- on the PPBS, an'i
which biiennial budget proposal wouLd be best for D&M.

in the long term, AF/ACBO should seek implementatior, ,
-nau.',r- Rot.h's biennial budyet proposal. This option bL.-;

m .:. n ,uns n iin ,tL budgeting benefits of dl- the pr(. o' , ..
t :et- t Ly under cons [era tion.
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