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Planning, Budgeting, and Management

The United States produces and consumes millions of ordinary private goods every
day—automobiles, blue jeans, pencils, and so on—but nobody ever asks, “How

many pencils does the United States need?” or, “How will those pencils be pro-
duced?” Instead, multiple institutions comprise a market that provides signals—

through prices—to individual producers and consumers. The producers and
consumers make decentralized decisions to produce, sell, buy, and consume pen-
cils. No grand conductor orchestrates, plans, budgets, or manages pencils. There

is no US national pencil agency, no secretary of pencils, no congressional commit-
tee on pencils, and no book chapter on planning, budgeting, and management of

pencils. Nevertheless, the right number of pencils seems to be produced by this
self-emergent order, which results in what economists call a market equilibrium,

The Economic Nature of National Security

[f the market for private goods like pencils can determine how many to produce |
and how to produce them, why does a massive, centralized infrastructure seem
necessary to answer those same questions for national security? The difference is
inherent in the very nature of the product itself: national security. As a public good,
national security has two distinctive characteristics that affect the way that soci-

ety must manage the allocation of relevant resources.

The first distinction between national security and the pencil has to do with the

ability to establish, maintain, and transfer an exclusive property right over the prod-

uct. For the pencil, possessing and using it establishes the exclusive property
right. In the economics literature, this ease of establishing a property right is called

“excludability.”” A pencil is an easily excludable good, but once a unit of national

A0
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-~ security is produced, it is generally available to all: the producer cannot decide who

can and who cannot benefit from national security. It is therefore considered non-
excludable in provision.

The second distinction between national security and the pencil is a difference
in whether the product can be consumed simultaneously by multiple users. If

* someone is currently using a pencil, others must wait their turn. A pencil is
' thus deemed “rival” in consumption: only one person can consume or use it at

any given time. When a unit of national security is produced, each individual

- in the society consumes that unit simultaneously. When others join this society,

they also gain security with little or no degradation to the security enjoyed by

those who are already there. National security is therefore considered non-rival

in consumption,

These two characteristics—being non-excludable in provision and non-rival in
consumption—are reflected in the characterization of national security as a pub-
lic good. While decentralized markets can produce, provide, and allocate private
goods, they are unable to produce, provide, or allocate, efficiently and effectively.
goods and services that are non-excludable and non-rival—that is, public goods.!

~ No private person or firm would produce something that they could not possess.
- nor pay for something that, once produced, could be consumed freely by all. There-

fore, as Adam Smith observed in 1776, it is the government that must provide

national security:
According to the system of natural liberty, the sovereign has only three duties to attend
to; three duties of great importance, indeed, but plain and intelligible to common un-
derstandings: first, the duty of protecting the society from the violence and invasion of
other independent societies; secondly, the duty of protecting, as far as possible, every
member of the society from the injustice or oppression of every other member of it, or
the duty of establishing an exact administration of justice; and, thirdly. the duty of erect-
ing and maintaining certain public works and certain public institutions which it can
never be for the interest of any individual, or small number of individuals, to erect and
maintain; because the profit could never repay the expense to any individual, or small
number of individuals, though it may frequently do much more than repay it to a great
society.’

Thus, the burden of production, provision, and distribution of national security falls
to the sovereign. or in the case of the United States, to the people as a whole or their
representatives.

Since society as a whole is responsible for production, provision, and distribu-
tion of national security, the next question is: How much national security should
be produced? In theory, there should be just enough national security to make so-
ciety as well-ofT as possible. That is, the productive resources available to society—
labor, physical capital, and natural resources—should be allocated among various

~ private goods and public goods, including national security, to maximize overall

social welfare. This is achieved when society could not increase its own well-
being by releasing resources from the production of national security (reduce the
production of national security by one unit) and making those resources available
10 other production processes (increase the production of pencils or blue jeans).?
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When some productive resources are transferred to the government to meet g §

tional security objectives, an “opportunity cost™ is imposed on society: this is the
lost opportunity of producing other goods and services with those same resources
to meet private consumption or other social goals. The concept of the opportunity
cost of additional national security was explained by President Dwight Eisenhower
in 1953: “The cost of one modern heavy bomber is this: a modern brick school i
more than 30 cities. Itis two electric power plants, each serving a town of 60,000
population. It is two fine, fully equipped hospitals. It is some 50 miles of concrete
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tial for the disastrous rise of misplaced power exists and will persist. We must never let
the weight of this combination endanger our liberties or democratic processes. We
should take nothing for granted. Only an alert and knowledgeable citizenry can com-
pel the proper meshing of the huge industrial and military machinery of defense \:’[lh
our peaceful methods and goals. so that security and liberty may prosper together.

L With this warning in mind, national security planners must consider the following:
What are society’s national security objectives, and how can productive resources
and the instruments of national security best be used to meet these objectives el-

highway. We pay for a single fighter plane with a half million bushels of wheat. We f fectively? Not only must national security policy makers agree on objectives and

pay for a single destroyer with new homes that could have housed more than 8.000
people.”* Even for President Eisenhower, whose background and personal experi-

the instruments that will be used to pursue them, but they must also grapple with
how much of each instrument should be used. In a broad sense, this means agree-

ence might suggest that he would favor military expenditures, the contentious issug
of “how much is enough,” as well as precisely what national security capabilities
the nation should develop, were major concerns. For these reasons. the system ¢f
planning, budgeting, and managing national security spending necessarily involves |
Congress and the president. They must decide the allocation of resources among
national security, other government functions, and private goods. If political lead-
ers” decisions conflict with the views of the citizens they represent, then citizens:
can express their preferences for alternate allocations of resources through political
participation, ultimately by voting for officials who better reflect their preferences,

Given competing demand for scarce resources, one objective of national secu-
rity policy must be to obtain the most security possible for each dollar of expen:
diture. This process is not perfect. Even if a system could be designed to achieyw
the greatest possible efficiency in one sector of national secu rity—say cyber seci:
rity—it would be impossible to meet all national security goals in other sectors,
such as protection of American seaports. Resource constraints mold ideal goals
into less-than-ideal objectives. National security objectives are not absolutes,
but instead result from evaluation of the available options. The realistic options
facing society are not bankruptcy with perfect security, on the one hand, versus
prosperity while risking national-security disaster, on the other. Rather, society must
confront the far more difficult questions of how much expenditure for nation
security is required and how much risk it is willing to accept, so that adequate
resources remain available for other government programs, private consumption,
and investment. '

The Challenge for Strategic Planners

[n addition to economic trade-offs, Eisenhower noted the uncomfortable balance |
between a free society and a centralized infrastructure making choices on behalf:
of society's overall welfare. In his farewell address, he expressed concern over
domination by any one part of society over national security decision making and|
resource allocation, lest it undermine, instead of contribute o, social well-being:

In the councils of government, we must guard against the acquisition of unwarranted

influence, whether sought or unsought, by the military-industrial complex. The pote

ing on the right approach to national security—how specific combinations of force.
diplomacy, and economic power should be used—and how to allocate scarce re-
sources to create the required capabilities. '

The National Security Council (NSC) is responsible for coordinating national
geurity policies among many agencies, but it possesses no statutory power to con-
ol the actions of these agencies. Moreover, lawmakers do not annually debate a
single national security budget proposal; rather they are cnmpcll]cd to ana.ly?.c the
proposed achievement of security objectives piece by piccg. Multt_plc agencies com-
pete for shares of national security dollars and for roles in shaping and executing
national security policy. .

Previous chapters have identified a wide range of actors who play key roles in the
national security process. A distinet subgroup of these actors plays the dominant
role in providing federal funds to execute the national security sirm%'gy'. B}'{);}d]y
speaking, national security planning, budgeting, and management is llmm-_:d to
three distinet governmental arenas: defense, homeland security. and international
affairs (diplomacy). Within these three broad arenas of security are more spccii'}c
security-related activities, such as intelligence, law enforcement, and economic
instruments ol power, .

In terms of resources, defense is clearly predominant. This is not surprising, nor

is it anomalous historically or when compared to security planning and bud-
- geling in many other countries. The resources required to suslailj defense are
typically tremendous: in the United States, defense spending ‘c.onstlltut'es the sin-
gle largest discretionary government expenditure. Because of its significant roie.
and tremendous weight within the security policy process, the Department of
Defense (DoD) is the primary focus of this chapter. An evaluation of DoD’s role
in national security planning and budgeting also offers insight into the problems
~and tensions that exist throughout the national security community.

The Federal Budget

The crafting of the federal budget is a contentious political process. chfn'aclcrizctl
by repeating cycles of conflict and resolution. Conflict stems 1'1'0!1-1 the fact that the
budget process is not simply a matter of allocating huge sums of dollars, but also
one of setting national priorities. The political nature of such an endeavor naturally
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leads to conflict among a wide range of powerful actors including Congress, its in- |
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Table 9.1  Exccutive Branch Budget Timetable (FY 2020)

Action to be completed

dividual members, the president, his or her staff, a huge federal burcaucracy, the | Date
military services, states, lobbyists, citizens, and sometimes even international Spring 2018

actors. The stakes are high because resources are limited: pursuit of one actors
specific objectives will likely be challenged by another’s. Despite this intense con
flict, budgets must be resolved. Customary budgetary procedures regulate conflid
by parceling out tasks and roles, establishing expectations and deadlines for action
and limiting the scope of issues that are considered. Conflict is dampened by the
fact that these repetitive tasks are completed with little or no change, year after |
year, and by the routinized behavior of individuals involved.® 4
Key budget actors include the president, the Office of Management and Budg
(OMB), federal departments and agencies, congressional tax and budget commit
tees, the Congressional Budget Office (CBO), congressional authorization commit §& Lie November 2018
tees (the committees with jurisdiction over certain governmental programs, such
as the Senate Committee on Armed Services), the congressional appropriations |
committees and their subcommittees, and the Government Accountability Office |
(GAO). Budgeting involves thousands of participants, but very often their rolesin |
the process are prescribed by the iterative budget process.
By law, the president must submit a budget to Congress by the first Monday in
February for the following fiscal year. The US government fiscal year starts o f

October 1 and concludes on the next September 30 (designated by the year corre gﬁ:u“:r‘;“%‘u;"

Spring and Summer 2018

- September 2018
* October-November 2018

Late November 2018
December 2018

January 2019

OMB issues spring planning guidance to executive branch agencies.
OMB and the executive branch agencies:

« identify major issues for the upcoming budget:

» develop and analyze options for the upcoming fall review:

« plan for the analysis of issues for future decisions.

OMB issues detailed instructions for budget data (officially known
as OMB Circular A-11).

Executive branch agencies make budget submissions.

OMB staff analyzes agency budget proposals in light of presidential
priorities, program performance, and budget constraints.

OMB director recommends a complete set of budget proposals

1o the president.

OMB informs all executive branch agencies about the decisions on
their budget requests.

Executive hranch agencies may appeal decisions to OMB and the
president.

Agencies prepare and OMB reviews congressional budget justification
materials.

President must transmit the FY 2020 budget to Congress.

sponding to January 1). In February 2019, for example, the president submits the |
Fiscal Year (FY) 2020 budget. which covers October 1. 2019, to September 30, |
2020. Although the president’s budget submission officially begins the annusl |
budget cycle. federal agencies will have started the annual process much earlier |
During the spring a year prior to the budget submission, budget pulmy is devel-
oped, following the budget formulation process outlined in table 9.1,/

After the president submits the budget in February, the action moves to Capitol
Hill. As specified in the Constitution, Congress must authorize all federal ap-|
propriations. It does so in a statutory process reflected in table 9.2.% There ate
several key steps in the process. First is the adoption of a budget resolution; thisis
an agreement between the House and Senate on the overall size of the budget 4 i
its general composition in terms of functional categories such as national defenss, |
international affairs, and so forth. The amounts in these functional mtworlesare
then allocated to each congressional committee with jurisdiction over spendin
subsequent legislation considered in the House and Senate must be consistent with |
these allocations, as well as the agreed aggregate levels of spending and revenugs,
[n some years, the budget resolution may also contain reconciliation instructions
These instructions identify committees that must recommend changes in laws
affecting revenues or direct spending programs within their jurisdiction in orde|
to implement specific priorities agreed to in the budget resolution. All Lommil
tees receiving such instructions must submit recommended legislative proposalsio |
their respective (House or Senate) budget committee, Reconciliation bills are then
considered, and sometimes amended, by the full House and Senate. ]

.,
..

~ in this chapter.

Source: Office of Management and Budget

~ Congressional approval of each year’s spending is divided into thirteen sepa-
rate appropriations bills that cover broad categories of spending. These appropria-
' tions bills are prepared by the House and Senate Appropriations Committees and
 their subcommittees. which review the requests of particular agencies or groups of
related functions. During committee and subcommittee hearings, agency repre-
| ntatives answer questions and defend their requests. In addition to government
officials, lobbyists and other witnesses may also testify. Although the appropria-
tions committees have broad discretion in allocating funds, they must stay within
 the totals set forth in the budget resolution.

~ When examining the interaction between the federal bureaucracy and Congress,
itis important to note the difference between authorization and appropriation leg-
islation. Authorization legislation is an act of Congress that establishes a govern-
~ment program and defines the amount of money it can spend. For defense, this is
“normally done by the House and Senate Armed Services Committees. An autho-
rization bill, however, does not provide any money: only an appropriations act can
do this. Appropriations for spending on the military originate in the House and
'Senale appropriations committees’” subcommittees on defense. The process for
developing a defense budget within the overall federal budget is discussed later

§
|
¥
1
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Table 9.2 Congressional Budget Process Timetable (FY 2020)

FIGURE 9.1  US Federal Spending., FY 2019

Mandatory/

Entitlements (71%) Discretionary (29%)

Date Action to be completed

“irst Monday in February 2019 President submits FY 2020 budget to Congress.

“ebruary 15, 201¢ submi
uary 15, 2019 CBO submits report on economic and budget outlook to

budget committees. International

Defense

six weeks after president’s K ittees i i
o |Flu. president’s Committees submit reports on views and estimates o 4%
udget is submitted respective budget committee,
April 1, 201¢ senate B : i 7
pril 1, 2019 Senate Budget Committee reports budget resolution. 1
\pri 2 i )
pril 15,2019 Congress completes action on budget resolution.

Social
Security
23.9%

une 10, 2019

House Appropriations Committee reports last regular
appropriations bill.

une 30, 201¢ Touse ¢ S acti ;
9 House completes action on regular appropriations bills and any.

required reconciliation legislation.

aly 15,2019 ident s i ‘ i i
uly President submits mid-session review of budget to Congress,

3 ome Heath Care (incl.

)etober 1, 2 3 :
ctober [, 2019 Fiscal year 2020 begins; ends September 30, 2020, / Medi
. = edic
ource; Congressional Research Service Secunty ?re)
11.3% 27.8%

'pending for National Security

Source: Economic Report of the President, February 2018

he I?epartmem of Defense dominates the national security budget, but national
seurity spending is not just for military forces; spending for hmielrand securit :
iplomacy, and foreign affairs also come under the natior;u] security leb;'C”ﬂ g}‘
urse, the vast and disparate bureaucracies involved—in terms of pcrsonlnel :
inds, and missions—create an ongoing puzzle for national security planninlg Ho\h:
3 llhese individual organizations overcome burcaucratic barriers to Jjoin in -an ef'.
clive, unified approach to achieving national security objectives? How can scm‘c"
sources be effectively allocated among multiple agencies and departments, give .
at .these separate entities are typically in competition with one zmothcr"‘ o

‘Flgl:IFC 9.1 illustrates spending for Fiscal Year 2019. The pie chart reprc;'ents lhc
|ln'c-1edeml budget, including mandatory and discretionary spending Mc;udaro
'cndm.g includes interest payments on the existing debt and emitlm:'entq incluf
¢ Social Security, income security (such as unemployment, food stampg ,suppl
ental security income, some veterans benefits, and housing ussistan’ce) an
:_u[lh care (including Medicare and Medicaid). Entitlement spending pro 1ram;'
ive eligible recipients a legal right to payments from the government :n[d uf such,
2 government is obligated to make such payments even if the budget and a[;pro 3
lation acts do not provide sufficient funds.”™ Many entitlements, such as Social
curity apd Medicare, are funded in part from individuals’ prior C(;ntributiAons (v
(c.s) designated for those programs. The only way to reduce mandatory s em-ik
1is lo.c.ha‘mgc the timing of or eligibility for benefits, which is exlrcmclylziifﬁ*
It. l’nlltl‘cmns and the public are typically unwilling to cut entitlement spending
cause of the importance of these programs in society and the belief, b ‘ law un
licy, that government has the obligation to provide these promised ;:;Jmems lo.

1_&1igible individuals. These programs provide the “social safety net” that most
Americans are not willing to forego even when there are clear trade-offs, includ-
ing with national security spending.
* The discretionary portion of the federal budget provides significant opportunity
for conflict and debate over the proper allocation of scarce resources. Discretion-
ary funding proposals must be renewed by departments and the president each
ear, and must also survive the authorization and appropriation processes in Con-
gress. A discretionary program can be “killed™ at several decision points through-
out this process, which lends itsell to a great deal of jockeying and compromise.
~ Since World War 11, mandatory spending has increased so much that it now
dominates the federal budget. In 1946, the share of the budget committed to man-
datory spending was only 12 percent.'” By 1960 it had grown to 29 percent. In the
past sixty years, mandatory spending has increased to include 71 percent of fed-
eral expenditures (see figure 9.2)."" This is due to many factors, most importantly
s creation and expansion of entitlements over the past century, such as Social
curity in 1935, Medicare in 1965, and Medicare Part D in 2000. Another impor-
tant cause is changing demographics. The retirement of the baby boomer generation,
coupled with increased health care costs and longer life expectancy. is driving up
he cost of entitlements. As mandatory spending increases, either overall spend-
"i"ng must increase or discretionary spending must decrease to offset it. To pay for
any overall increases, the government must increase taxes or it must borrow
‘funds and thereby raise the national debt. Fortunately, low interest rates in recent
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FIGURE 9.2 Changes in Federal Spending, 1960-2019
1960  Shares of US Federal Spending, by Category 2019

~100% ]
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Source: Economic Report of the President, February 2018
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Developing a balanced national security program and translating it into budgets

laceptable to the Congress, the public, and other executive agencies is an extraor-
Jénarily demanding public policy effort. Accomplishing it requires articulation of
futional security goals and objectives, identification of the departmental and agency

srtegies and specific capabilities required to meet the defined objectives, and set-
ing priorities that apportion risks (given that no amount of spending will address
il the possible security concerns that strategists and planners identify). What fol-
s describes these challenges, and how the DoD seeks to overcome them through
Is Planning, Programming, Budgeting, and Execution (PPBE) system.

{Evolution of Defense Budgeting

ldeally, a budgetary process assists an organization to perform three essential func-
fions: planning, management, and control. The planning process, which translates
Ihe goals of an organization into specific objectives, must provide some mechanism
firadjusting objectives and resource allocations to total levels of expenditure. The
management function involves the establishment and execution ol projects or ac-
livities to meet the approved objectives. Finally, the control process monitors the
wsults of various activities measured against the objectives and ensures that.expen-

years have limited the cost of interest on the national debt. As interest rafditures fall within specified limits. DoD needed a system to enable the secretary

increase, the cost of interest payments on an increasingly large debt will also i
crease the cost of mandatory spending.

of defense to plan, manage. and control defense resources effectively.
Prior to the creation of the Department of Defense, the Department of the Navy

During the first half of the twentieth century, the president had a tremend
amount of power over federal budgeting. In the 1960s, however, a variety of fact
motivated Congress to reassert its institutional prerogatives, This trend came (0
head in the early 19708 when Congress fought with President Richard Nixon oy
budget priorities and procedures. The result was the Congressional Budget and [
poundment Control Act of 1974. Although this act did not alter the formal role
the president in the budget process, it created budget committees in each house
the Congressional Budget Office, and made other statutory changes to enhan
Congress’s role in fiscal decisions. The result was a system with more conflict b
tween the executive and legislative branches. Discretionary funding proposals,:
particular, became the primary battleground on which each branch fought for
vision of national priorities. As the discretionary funding proportion decreas
these battles became more intense.

As shown in figure 9.1, discretionary spending constituted about 29 perc
of budget outlays in FY 2019. Defense dominated discretionary spending;
.|5.h percent of the overall budget, it was 57.2 percent of all discretionary spe
ing. The other components of discretionary security spending—homeland se
rity (at 4.4 percent) and international affairs (at 3.4 percent) combined to eq
an additional 7.8 percent of discretionary spending.'? What stands out most
this analysis is the enormous share of funds allocated to the military, compa
with other instruments of national security policy. One reason for this imbala
is si.mp]y that large, high-quality, all-volunteer armed forces and their associal
equipment are expensive.

and the Department of War (which included the Army and the Army Air Corps)
would submit their budget proposals separately. These budget proposals would be
gpproved by the president and then considered by two separate authorizing com-
mittees in each house of Congress. After the National Security Act of 1947, DoD
submitted a consolidated, centralized budget. This centralization provided the Of-
fice of the Secretary of Defense (OSD) with additional authority to make tradeoffs
among defense programs to shape national security strategy more coherently and
‘more effectively.

Although subsequent defense reorganizations, including amendments to the Na-
tional Security Act of 1947 in 1949, 1953. and 1958, brought the secretary of de-

fense increasing authority. budgetary process reform occurred slowly. Secretary of
Defense Robert McNamara, who took office with the Kennedy administration in

1961, was the first person in that position to shape defense policy actively. In doing
50, he developed the budgeting process that largely remains today. Instead of merely
reviewing plans and budgets prepared by the services, McNamara had a presiden-
tial mandate to evaluate and balance alternative methods of accomplishing the
nation’s security objectives. For example, several strategic nuclear weapons
systems—such as Minuteman missiles, strategic bombers, and Polaris missile
submarines—contributed to the same objective of deterring nuclear attack. In de-
iding how much of the defense budget to allocate to each system, the cost and
effectiveness of all three systems needed to be compared. This was virtually im-
possible under the system that McNamara inherited because it was arrayed in terms
of service inputs. including personnel, operations, maintenance, and military
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-'mililury strategy, known as the Strategic Planning Guidance.” The Strategic Plan-
ning Guidance incorporates the latest National Security Strategy, National Defense
Strategy, Quadrennial Defense Review guidance, and other strategic directives.
The PPBE planning process results in fiscally constrained guidance and priorities
for the development of programs (such as for military forces, modernization, read-
iness, sustainability, and supporting business processes and infrastructure ac-
tivities). The results of this planning effort are then articulated in a document
known as the Joint Programming Guidance. The Joint Programming Guidance
isthe link between planning and programming. It provides guidance to each
'DoD component—military departments and defense agencies—for the develop-
ment of a program proposal by each, known as the Program Objective Memoran-
dum (POM).

construction, rather than in terms of end products or missions. While forces and:
weapons were normally considered “horizontally™ across services in the planning
process, expenditures were portrayed “vertically” within each service by account
ing category. The integration of military planning, which was the domain of th
Joint Chiefs of Staff (JCS), with budgeting, the domain of the civilian secretaris,
and comptroller organization, required a link between mission objectives and|
expenditures.

MeNamara's solution was “program budgeting,” under which all military foree
and weapons systems were grouped into mission-oriented defense programs ac|
cording to their principal military purpose, regardless of traditional service bound'-_';
arics. Programs were then subdivided into program elements. For example, the
General Purpose Forces Program included as program elements both Marine and
Army forces, such as brigades and divisions. With expenditure data arrayed by,
program, a decision maker could readily observe how funds were distributed over
mission-related outputs and how those funds were allocated among differea
forces and weapons systems within each program.

The Planning, Programming, and Budgeting System (PPBS) that McNaman
instituted made it possible to link expenditures more closely to the national security
objectives to which they were directed, to compare the relative value of variou]
expenditures, and to apply the resultant decisions to force structure and weapon
procurement. PPBS improved the ability of DoD to analyze defense decisions and
coordinate interrelated activities. In practice, it also centralized power in the hands’
of McNamara and the OSD. It did so by providing a systematic methodology for
identifying key issues, focusing the attention of the senior leadership on them.
organizing the sequence of and participation in the decision process, lunrdmg
decisions, and shaping the defense program and budget to reflect them. 1

Although PPBS has often been criticized, it has been retained as the basic strug
ture for defense strategy, program, and budget development through successiy:
presidential administrations. In fact, as a result of numerous government-wids
management initiatives over the last twenty-five years, other departments and ages
cies have essentially adopted the PPBS approach. Although DoD changed PPBS
in 2003 to Planning, Programming, Budgeting, and Execution (PPBE) to increas
emphasis on budget execution, most of the components remain the same. '

Programming. The programming phase begins with the development by each
DoD component of a POM that responds to the guidance and priorities of the Joint
' Programming Guidance within fiscal constraints. Normally completed in the sum-
mer before the submission of the president’s budget the following February, the
- POM provides a fairly detailed and comprehensive description of the proposed pro-
grams, including a time-phased allocation of resources by program projected six
years into the future. In addition, each DoD component may identify important
- programs not fully funded (or not funded at all) in the POM and assess the risks
associated with the funding shortfalls. The senior leadership in the OSD and the
| joint staff review each POM to help integrate the various DoD component POMs
into a coherent overall defense program. In addition, the OSD staff and the joint
staff can raise issues with selected portions of any POM, or any funding shortfalls
Cinthe POM., and propose alternatives. Issues not resolved at lower levels are for-
~warded to the secretary of defense for decisions, and the resulting decisions are
' documented in a Program Decision Memorandum.

Budgeting. The budgeting phase of PPBE overlaps with the programming
phase."* Its purpose is to convert the programmatic view into a format appropriate
' to the congressional appropriations structure, along with supporting budget justi-
fication documents. The budget projects resources only two years into the future,

but with considerably more financial detail than the POM. Upon submission, each
budget estimate is reviewed by analysts from the Office of the Undersecretary of
' Defense (Comptroller) and the Office of Management and Budget. Their review
seeks to ensure that programs are funded in accordance with current financial pol-
icies and that they are properly and reasonably priced. The review also ensures
that the budget documentation is adequate to justify the programs that will be pre-
sented to Congress. I budget staffs cannot resolve issues during the review, they
e forwarded to the deputy secretary of defense for decisions. These decisions
Planning.  The planning phase of PPBE is a collaborative effort by OSD and e 41¢ incorporated into an updated budget submission provided to the OMB. Then,

. s .. ' ) s part of the president’s budget request to
Joint staff that begins with an annual articulation of national defense policies an the overall DoD budget is provided as part I g |
Congress.

The Planning, Programming, Budgeting,
and Execution (PPBE) Process

In the PPBE process, the secretary of defense establishes policies. strategy, god
priorities, and fiscal constraints for the department, which are used to guide re-
source allocation decisions. The PPBE process consists of four distinct but 0\':1’{
lapping phases: planning, programming, budgeting, and execution. f
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Execution. The exccution review occurs simultaneously with the program and

budget reviews. The purpose of the execution review is to provide feedback to se-fatablished a separate category ol budget requests called ove
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e president to have a flexible “shadow budget™ for operations, Congress and DoD
rseas contingency

nior leadership concerning the effectiveness of current and prior resource allogpperations (OCO). These OCO funds are in addition to the basic defense budget,

tions. To the extent that performance goals of an existing program are not bein
met, the execution review may lead to recommendations to adjust resources ¢
restructure programs to achieve desired performance goals.!” The executio

analysis supports DoD in its development of the Annual Performance Report,s
submission required as part of the Government Performance Results Act of 1993

liming. The PPBE process is complex and detailed for a single fiscal year. Co
plexity is multiplied because, at any given time, at least four different budgets at
being prepared. In the summer of 2019, for example, DoD was:

* Lxecuting the FY 2019 budget, which lasted from October 1, 2018, to Septent
ber 30, 2019;

* Delending the FY 2020 budget, submitted to Congress in February 2019;
* Preparing the POM submission for the FY 2021 budget: and

« Conducting planning for the FY 2022 submission.

If an unforeseen event takes place

from a public health crisis like the 2014 outbred

ud they provide funding that is intended only for support of wartime operations.
The use of the OCO designation is intended to keep wartime spending separate

from routine budgets.

Constraining Spending. Budgeting reflects a classic economic problem of un-
limited wants and limited resources. Although each specific request for spending
may seem, on its face, completely justified, the total of all justified requests exceeds
the amount of funding available. In response, Congress and the president have
pproved legislation that limits federal spending. This includes the Graham-
Rudman-Hollings Act of 1985, the Budget Enforcement Act of 1990, the Budget
Enforcement Act of 1997, the Pay-As-You-Go Act of 2010, and the Budget Control

{ Act of 2011.)7 The problem is that the circumstances confronting the federal gov-

erment in any given year will be different from those that existed when discipline-
forcing budget acts were approved: the economy may be less robust than predicted,
wars may be longer or more expensive, a hurricane’s devastation may require
emergency spending, or political conditions may have changed. So the strict limits
in the acts are also subject to the ability of Congress—if pushed by a crisis (real
| or contrived)—to grant a temporary reprieve from constraints that were deemed

of Ebola to a military intervention such as the 1991 Gulf War—all of these budgeu; necessary for long-term fiscal stability.

may be affected, requiring complex and cascading readjustments of priorities.

Budgeting during Crisis

In August 2011, the United States was only days away from exceeding the fed-
eral debt limit (also referred to as the debt ceiling); absent congressional action, it
- might have failed to meet its obligations to pay entitlement recipients, federal work-
[ers, holders of US debt. and federal contractors. As a result, the Standard and

[n addition to the standard PPBE process, two features of federal budgeting ha
dominated much of defense planning, budgeting, and management in t?ne pzfstm
decades. The first issue has been finding a way to provide funding for ongoig
wars, and the second has been attempting to constrain overall spending for the pie
pose ol controlling the US fiscal deficit.

Supplemental Appropriations. In addition to the formal budget process, C
gress has the ability to appropriate funds to cover unexpected outlays. One of i
most important advantages of such supplemental appropriations is that they allo
the government to react quickly to unexpected events, such as natural Llisu.::ters
unforeseen military operations. While the regular appropriation process lag
around nine months, supplemental requests are normally approved within f
months." During the 1990s, such supplemental appropriations were used for i
1991 Gulf War and for peacekeeping missions in Somalia, Haiti, and the Balka 7
Congress has also used supplemental appropriations for relief after hurricans
flooding, and other domestic disasters. After 9/11, supplemental appropriations we
used for Afghanistan, Iraq, and homeland security measures. Over time, more of
budget requirements for war could be anticipated, and thus, rather than permiti

Poors rating agency reduced the US bond credit rating from AAA to AA+ A last-
o Ve J {=

minute compromise was reached in which Congress raised the debt ceiling and

passed the 2011 Budget Control Act (BCA). That Act specified that if Congress did

discretionary spending would be automatically implemented in a process known
s sequestration.”® An automatic order would permanently cancel budget resources
‘o achieve required savings in outlays.

In 2013, sequestration was imposed. It slashed $109 billion from discretionary
spending, with half coming from defense spending and half coming from nonde-
fense spending (entitlement spending was exempt). The president exempted mili-
tary salaries from the reductions, but every other defense and nondefense account
was reduced across the board. The result was involuntary furlough of government
workers, curtailment of contracts, and other unplanned reductions in govern-
ment programs. The automatic sequestration undermined the otherwise rational
PPBE process.

With the sequestration threat reemerging in 20106, the official DoD Quadren-
nial Defense Review concluded that “the return of sequestration-level cuts in
FY2016 would significantly reduce the Department’s ability to fully implement

not limit future spending to specified amounts, dramatic and severe reductions of

TASTR e a8 o S
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our strategy . . . [and] risks associated with conducting military operations wouﬂ Discussion Questions
rise substantially. Our military would be unbalanced and eventually too smallf
and insufficiently modern to meet the needs of our strategy, leading to greaterrid
of longer wars with higher casualties. . . . Ultimately, continued sequeslmliunf ) - : g e

level cuts would likely embolden our adversaries and undermine the confiden| ‘Enprodumpg end “l““_ul“”g_"mmnﬂ] ‘L'f:‘"fim}' O S T

B . . ; 5 . & 2 Isitinherently impossible to achieve all of the country’s ideal national security g

of our allies." This conclusion is extraordinary because it states that followin -
the law, which is the obligation of all federal departments, would lead to devasta:
ing consequences for the country. In the 2016 defense authorization signed i
November 2015, Congress and the president agreed to count some regular defens
spending as OCO and to permit a similar increase in domestic spending, sus
pending sequestration constraints until after the 2016 election. In February 20|
Congress approved and the president signed the Bipartisan Budget Act of 2018
which adjusted the sequestration caps for another two years, but did not remow § bidget radically? - o snsndinpand lscrelipnary:spending?
them entirely. This continued to postpone the time at which the federal goverrff 6. What is the difference between mandatory spending and discretionary si ‘

. . o . . . . 1 are these categories significant to national security?
ment must find a solution to significant deficit spending. It is likely that the cha-f Why are these categories sig . : T N
H g a P 2 y the a-§ 7. Why has discretionary spending decreased steadily as a proportion of the federal

lenges of managing supplemental appropriations and confronting sequestrationa

. : ; : ; : ; § budget in recent decades? What factors affect discretionary spending priorities’
51111‘1[(11 budgetary Consilz_unts W.]“ centmne: to dominate defense planning ey §. What is program budgeting and how is it different from previous budgeting prac-
geting, and management in the future,

I What is it about the fundamental properties of national security that makes it hard
loproduce and allocate through competitive markets? What problems do governments face

 Why or why not? ; _ ' ' ,
3. Should the United States seek to ereate a more unified national security apparatus?
Ifs0. what should it look like? What political factors would make the formation of such an
prganization difficult’ ) ) ,
4 What agencies and organizations play a central role in the federal budget process’

Are some agencies more powerful than others? Why?
5. What factors limit the ability of the president and Congress to reshape the federal

b ltices? ;
~ 9. Describe the overall PPBE cycle. What are the roles of the president. DoD, and Con-
" - . ) fe nrocess?
The Outlook for Plannmg, BUdgetmg’ And Management Sfbﬁli\l'“égi: S:lxt::;m\ crises affect the budget cycle? What effect do supplemental appro-
[deally. the distribution of scarce government resources into security expenditurs
would perfectly reflect the government’s foreign and security policies and explict
l[a}ti<?-(?i_t§'bc[\»fccn mvcstlfmms in sccur‘lty :u-ul in other social va !ucs. In pl‘ll(ltllct, ‘Recommended Readings
this is difficult to accomplish because of the fragmented nature of the US nationd
security apparatus and the fact that national security is a public good. Planning ff Enthoven, Alain C.. and K. Wayne Smith. How Much Is Enough? Shaping the Defense Pro-
and funding ongoing operations as well as wartime spending continue to be ditff  gram, 1967-1969. New York: Harper & Row. 1971, _ e
ficult challenges. Morcover, as the largest component of discretionary spending § McCaffery, Jerry L., and L. R. Jones. Budgeting and Fittanel ManzganentorNatipmn
defense spending will likely continue to face increasing budgetary constraintsiny.  Defense. Greenwich. CT: Information Age Publishing. 20.04'., i
the luture. ) N 1 McNaugher, Thomas. New Weapons, Old {”r)l.m('.v.)‘ Arrrrn;;n s Military Procurement
types of national security are needed. This struggle affects its ability to determin Bamd:' Obun‘m. \i;;l.\hilllgmn'. DC: Brookings Institution Press, 2000.
how much to spend on national security and to evaluate defense with respecti Healing the Wounded Giant: Maintaining Military Preeminence while Cutting the
other types of expenditures. Given that national security goals are essentially ur§ Defense Budger. Washington, DC: Brookings Institution Press, 2013,
limited, while national resources to achieve them are scarce, how can the nation .Rubin: Irene S. The Politics of Public Budgeting: Getting and Spending, Borrowing and
security process be effectively managed? The answer is clusive. The president caf Balancing. Washington, DC: CQ Press, 2010. _ '
use the NSC to coordinate the actions of several agencies, but there is no unified - Schick, Allen. The Federal Budget: Politics, Policy, Process. Washington, DC: Brookings
national security apparatus with the capability to plan, manage, and control all .
tional security—related spending. In addition, the checks and balances built in!q;
the US system of government inevitably lead to tensions and cross purposes in the f
process. Itis difficult for the president and Congress to agree on national security,
priorities; even when there is general agreement over objectives, there will still b
disagreements over what instruments of power to use and the relative emphasis ap-
propriate to cach. The structure and processes currently in place, although beter!
than those of the past, do not lend themselves to efficient unified decisions.

priations and sequestration have on the process?

Institution Press, 2000. .
" Wilson, George C. This War Really Matters: Inside the Fight for Defense Dollars. Wash-

ington, DC: CQ Press. 2000.
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