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T e
SBECTION I

INTRODUCTION

Purpose of the Study Project

my )

The world of the Department of Defense (DOD) Program Manager is
undoubtedly one of the most nerve-racking, pressure filled, exciting
yet frustrating positions within DOD during peacetime, Where else can
an individual have the awesome responsibility to control the reins of

a multimillion, yea multibillion dollar development/acquisition program?

4

Where else can this same Program Manager sit down and discuss, debate,

i

=
¥

and even argue the btusiness stratezy and environmental impacts o

program with the likes of

the magnates of irdustry, General and Flag
rank within the Service, hierarchy of the DOD structwe, and even
members of the Congress?

In order for the Program Manager to fulfill his mission, he
literally must not only be a "Jack of all trades" but a "master of all
trades". He must first and foremost be able to communicate with all
members of his program management team, i.e., communicate in the fullest
meaning, listening attentatively as well as speaking intelligently.

He must be a tactician able to foresee and manipulate roadblocks and
obstacles to achieve his objective., He must be a sound businessman
with full command of the economic and financial aspects of his
program, He must possess sufficient technical expertise to assess
the complex engineering problems that will arise and must be able to
articulate these problems, along with their proposed resolution and

impact, to the hierarchy above him. He must be psycologist in order




to deal with the varied personalities and super egos that will con-

tinually supply the Program Manager with suggested techniques to

improve the management of his program.

In order to help the Program Manager get control over as many
facets of his program as possible, DOD and the component Services
have published a series of guidelines to assist the Program Manager.
These Directiveﬂ/Reﬂulations are not, nor can they be, all inclusive,
They are simply guldelines.

as been repeatedly demonstrated that of all the facets of a
at are most likely to cause the Program Manager his greatest
he is that pertaining to the business aspects of his program.

Within the business arena, the budget formulation and execution is

of paramount importance.

The processes for developing, submitting and defending the program
budget are fairly well established. However, once the budget is
presented there is a myriad of internal and extermal factors that
begin to exert inordinate pressure to alter the program.

This paper attempts to review the guidelines that the Air Force
Program uses in the preparation and sulmission of the budget and then
discusses the types of factors that come to bear on the Program Manager.
It is these factors that cause the Program Manager no end of headaches
and extra work., These factors are not just situations dictated by the
changing economic environment but more often than not are living breath-
ing extensions of the personal beliefs and biases of influential
people of "the system”, In other words, this is where the Program

Manager comes face to face with the "Goldwatch Syndrome". That attitude

2
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SECTION IT

THE BUDCET PROCESS

o , Q

g, Programming and Budgeting System

Backeground on the

e

As with virtually every facet of the DOD, there are rather stringent

rules by which each action is governed., In order to be an effective

member of the DOD Program Management Team, it is imperative that the

ar with these rules and have a

e

Program Manager be thoroughly famil

clear-cut understanding of the

These guidelines did not exist in the 1950's to the extent they

Ul —~

exist today. Post War budget submissions were primarily substantiated

[
o

of the senior m

k

litary advisors,

by the experience and profession:

As such

1, the budget process provided the Secretary of Defense with

minimal assistance in making sound decisions, In fact, it was quite
evident that each Service was looking at the rival Service's tudget

more closely then its own for fear the other Service would get the

od resources,

lion's share thereby acquiring new missione and the associ
This led to the establishmentof more effective budgetary controls
in 1961 when the Secretary of Defense, Robert McNamara, gave his

Assistant Secretary of Defense (Cr)mptroller), Mr. Charles Hitch, this

pursy

challenge:

IThis notation will be used throughout the report for scurces of
quotations and major references, The first number is the soumee listed
in the bibliography. The second number is the page in the reference,

L




ing military activities

"Find a means of classify
in tems of their mission, and

the planning horizon,"

Develop an extensian of

From this simple statement has evolved the highly -tructured ar

controlled system entitled the Planning, Programming and Budegeting

System (PPBS), This new concept is unique in that it is the first
deet system designed to accomodate the multi of bu -

ing, planning, managing and controlling,

In the cantext of budgeting, planning involves the
objectives, the evaluation of alternative
courses } and the authorization of selected pro-
rrams. .. Management involves the programming of approved
goals into specific projects and activities, the design of
organizatimal units to carry out approved programs and the
staffing of these units and the procurement of necessary
resourses... Control refers to the process of binding

1 operating officials to the policies and plans set by their
superiors," (8:210-212)

No single system as complex and integrated as is the PPBS can
sustain a perfect balance between these three functions. Where then

does the emphasis 1lie within the PPBS? A strong argument can be developed

which says that the current emphasis is on the planning function
What factors might lead to this conclusion? Society as a whole

and the I)CD/Irﬁ\.,x'*tr’;nl segment in particular have significantly increased

their desire and ability to forecast expenditures and revenues for multi-

1.2

year periods, This economic sophist

cation has been fostered primarily

o

through the proliferation of management information systems capable of

i)

2 s A% reoe
reviewlns 1ge

-
o+
e

and accurately assessing reams of technical data
heretofore much to cumbersome and laborious to analyze. In short,

technological breakthroughs such as the computer have made it possible

for more people to review and understand long-range proJections more

T




accurately than ever before. As such the PFBS can focus on the
quantitative aspects of planning. As Allen Schick so ably states:

"To far greater extent than heretofore, budget
decisions will be influenced by explicit statements of
objectives and Hv a formal wOL"hlﬂ' of the costs and
benefits of alternatives.” 8:229)

Just what is PPBS and what it its intended functions? In a state-
ment by Charles L. Schultze, then the Director of the Bureau of the
Budget to the 90th Congress, Mr, Schultze said:

"Much has been published on PPE, Learned articles
have treated it sometimes as the greatest thing since
the invention of the wheel, Other articles attack it,
either as a naive attempt to quantify and computerize
the imponderable, or as an arrogant effort on the part
of latter-day technocrates to ursurp the decision-making
functions in a political democracy. Mr. Chairman, PPB
is neither, It is means of helping responsible officials
make decisions. It is not a mechanical substitute for
the good judgement, political wisdom, and lea adership of
those officials," (8:187)

e -~ .

Mr, Schultze went on to describe what he considers to be the five

major elements of the PPBES that ultimately lead to improved decision

making,

"As the first step, PPB calls for a careful speci-
fication and analysis of basic program objectives in
each major area of governmental activity... The second
step... is to analyze, insofar as possible, the output
of a given program in tems of the objectives initially
specified in the first step... The third Ptpp is to
measure the total cost of the program, not just for one
year, but over at least several years ahead... The fourth
and crucial step is to analyze alternatives seeking those
which have greatest effectiveness in achieving the basic
objectives specified in the first step or which achieve
those objectives at the least cost... The fifth and
final element of the approach is establishing this method
and these analytic techniques throughout the government
in a2 systematic way so that, over time, more and more
budgetary decisions can be subjected to the hand of rigor-
ous analysis.” (8:187-189)
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Programming Guidance Memorandum (’I‘PPL;H). This document provides
tentative guidance for fiscal planning assumptions, forces, logistics,
manpower, research and development, telecommunications, and intelligence,

This release of this memorandum zid the subsequent publicatiaof JSOF,

- 3 S e
3 or previous

Volume II, in February are revisions to the PPi

A \ - 2
04SD(C) memorandum dated 7 M:

years (See Figure 2,

udget Review - Calendar Year 1977 Schedule.
intent of 0SL to provide the Services with as advance planning infor-
mation as practical,

In the "<?cem“er/J9nua,z'y timeframe, the JCS submits its JSOP,
Volume II, Analyses and Force Tabulation, which sets forth the strategic
and general purpose force levels recessary to meet the objectives of
Volume I, Additionally Volume II recommends the development and

\

deployment of new weapon systems., Here again, the Program Manager
gets a free look into the crystal ball and gains visability regarding
1 e

those new systems that will have JCS an 3C support thus making them

strong contenders for a falr share of the fiscal budget.

In March the Secretary of Defense issues the finalized Flanning

. Va3 ' 5 Ty s X Fr
and Prorramming Cuidance Memorandum (FFGM) which (a) updates the Defense

[

;uidances previously published; (b) specifies Fiscal Guidance, i.e.,
Total Obligation Authority (TOA) 1limits for each DOD camponent; (c)
sets forth the Material Support Planning Guidance which insures a
reasonable balance combat forces and material support capability; and
(d) establishes pguidance for POM preparation to insure that an adequate

description of the proposed programs and forces and a risk assessment

are included.
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r to establi y str orki relationship with his
Y AT N f e + -1 - 3 N 4 Ly 3 3 -+
WSTO 1if he 1s to haw n} f ( f 1aintaining hi udget

boin'al

Once the PREG has complet its el PO iy they make their

recommendation to the AFSC Council, ] roup is the primary advisory
agency to the Commander, AFSC. They screen the FEG's recommendations,
make necessary changes and then with the concurrence of the Commander,
forward the proposed budget to Headquarters USAF

inclusion in the PO,

Reviews at Headquartes

loaadAt 4+ ~e
Headquarter

reviews, These initiate with a series of "working level" sessions between

USAF/RD and AFSC to "obtain a better understar of t
e ve Yoo « Aanad - 2 v ~d 2 A S A NICAT RN =2 L
, resolve issues and arrive at a Jjoint Al »,/L SAF-RD position

staffing the RDT&E program throgh the Air Staff Board

a ey
ore USAF/RD

" (ﬂ_.ﬂ -
:

Structure",

The Board €tructure is comprised of two basic elements: The

leliberative element and a supporting administrative and secretarial
A » " At T R Y ik £ 2o\
staff., The deliberative elements are the Air Force Policy Council (AFFC),

the Secretary of the Air Force Program Reviews (SPR), the Air Force

/ s [ AT\ 3 . ~ 3 \ P o e | e | (R ~

Council (AFC), and the Air St Board (ASB). (See Figure %4, Alr Force
B \

oard Structure,,

e title implies, the AFPC is primarily responsible for assisting

the Secretary of the Air Force in the formulation and

Force policy matters, Since it is concerned with maj

Alr o

r policy

Il

iszues, 1ts membership conzsists of virtually all the Air Force hierarchy

11




1

Pentagon. Membership includes the Secretary of the Air

located at the

stant Secretary staff and the

(S5

orce as Chaiman plus his entire Ass

=]

(a8 S o o
>tall,

Chief of Staff USAF, plus all of his Deputy Chiefs o

pPrograms.,
with the status of the research, development, and production aspects

of his program., During the intervening months the AFSC SYSTC and the

o

Headguarters USAF Program Element Monitor (Pr

$dentify significant
identify signiticax

program changes and progress.

H 34 Ty +hat an &
rHere again 1U 1S obvious that an e

and trust between the SPD and SYSTO is absolutely essential, This =ame

between the SPD at

relationship must also be cultivated

'he Program Manager must be accutely aware of the existence of

these groups and their potential impact on his
POM preparation cycle, the ASE and its two ma

o)

involved in the detail of the sulmittal, The two committees, The Force

12

e e C—
- -
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AFSC, so is the PEM the extension of the SPD at Headquarters USAF., Only
1 1 1 IRE. =R Vs 2t 3 o 2
now to complicate matte 111 further, the PEM daily will interface
ith t fluential staffers of 0SD and Congress.
t raini najor elements on the ard Structure are the
Alr ; 3 i1 he Air Staff Board., These two delibterative
od i re restricted t r military advizors to the Chief of Staff,
fap. & By . \
e ASC m ership is novnally at the (Major General);
7/
. . 3 T ey . W af £ ol o o T 3 A1 ¥
il ATC i= nomally at the Deputy Chief of Staff level (Lieutenant
\
sral).
- -

or cammittees are intimately




Structure Committe (730) and the Program Review Committee (PRC) each
has a significant input and influence on the final The F5C, though
primarily concerned wi Proj 1, force requirements to meet the
estimated enemy military strength, reviews the force programs in con-
junction with each maj > of the FYDP, They group these programs
into categories that facilitate evaluation of their impact against imposed
fiscal constraints,

The PRC meanwhile is conducti y detailed review of each element
of the budget., In order to accomplish this, there are established =
number of + Thes anels are:

Ae nse
Airlift
ommand, Control and Communicatio
[ AL a utomaclor
lectronic Warfare Penet
DT&R
J\COﬂﬂqL“"nCE/IKL»Tfl‘*:w'
Simulator
Space
Strategilc
Support
Tactical
These panels are charged the responsibility to review each

fiscal constraints,

program in the context of its mi=sion

It is during this period that the Air Force initiates a series of

e e A et e Y N 3




Y 3 s POM - Y opne
unique rUIl exerclses,

ATHON
oL

A

submits

i 3 3 r e 1
to Headgquarters USAF,

= {~ s c N

and A-3., (See Figure 5, The POM Exercises, and Figure

tes an

he first exercise, A-l, genera

sentially unconstrained budget which is based upon guidance provicded

to receipt of the PRGM. It

3 by the PRC., This guldance is issu

4

contairns recommended changes based upon the latest force structure

Air Force management a reasonably accurate assessment of the total budget
requirement,

Upon receipt of the scal guidance from 03D, the A-2 exercise is
initiated. This activity is directed toward bring the uncenstrained
tudeet developed in A-1 back in line within the 0SD fiscal constraints.
The ts of the A-2 exercise are reviewed by the Air Force Council
and forwarde to the Chief of Staff.

The AFC then as the primary recommended body to the Chief of Staff,
{ts recommendation for the resources required to implement Air

orce programs, the impact of resamre shortages, and a proposed llst

of priorities for resource allocation,

. AT = IS ~ 7 - - } S e -
nd incorporates the changes directed by the Chief of Staff
2 = S R | S dxp o ) T AASL Y AT f o or LI ~ S Aneb N
Here again the criticality of the Program Manager relationshij
It K3~ ¥~ am bPasrnes adt Haad I e ~tre L o vory @34 4 M I
with h eam members at Headquarters level 1s very evident. The PEM

is his eyes, ears and spokesman and is indeed a valuable asset
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This process of reviews by the Board Structure culminates when

the Chief of Staff approves the proposed budget. The budget is then
submitted to 0SD through the O0ffice of the Secretary of the Air Force,

The end product of this iterative process is in fact the POM, In
e=sence it contains the Service recommendations to the Secretary of Defence
for the detailed application of resources, It represents the Service's
view of its total resource requirements for the next five years.

Procrams included in the POM are considered "locked". Changes are

pemitted only if they are timely enough to be considered in the initial

jde

submission, contribute to mission effectiveness, and have identified

cost tradeoffs from other programs already included in the POM, (18:1€)
Thus it goes without saying that the Program Manager must insure that

he has provided every echelon between himself and the Secretary of Defense

with detailed justification and rationale for his particular budget

requirement, Failure to do so is tantamount to dereliction of his

Reviews with Office of Secretary of Defense

With the submission of the POM, the pace quickens and the rarport
and credibility that the Program Manager has hopefully established are
really put to the tect, O0SD prepares a series of Issue Papers which
highlight any significant iscsues that have arisen as a result of variance
between the POM and the PPGM. These Issue Papers are sent back to each
Service Component who then responds to 0SD with supporting detailed
rationale regarding his position. A series of discussion is also

established to resolve particularly controversial issues, The Secretary




—y——

of Nefense (SRCDEF) is the final arbitrator and hies ultimate determina-

tion is reflected in Program Decision Memoranda (PDM),

Once asain the Program Manager must test the communication link
he hae established between himself, AFSC (the SYSTO) and
Headquarters USAF in particular th EM. FDM may reflect yet

131 Fference between the SHOIME decisions and the Service

another

objectives, If this is the situation, the Service must now reclama
However, to be tive the reclamas must be staffed and

42

W S
H il 411

normally two -

o 03D in an extremely short

hours). This cycle con

reached the 1ol

unre=olved, A new series of are held between SECORF,
Secretary of the Air Force and the Chief of “taff to resolve these
§ FParancae ar spefully e ch a mutu
is now t ‘ustom, tl Program
”'.'”] e & DI ++ f‘.\,! .',:n,\:, + he Ai[‘ ’jt
of cuts, Between October and December ti final series of

resolved and then in December the Secretary of
Amended Program Budget Decisions. ie the proposed DOT

{s transmitted to the Office of Management anc

combines thi

Al PrYecoer

the President
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NO: 20.6
"DATE: JUN 29 1978

SECRETARY OF THE AIR FORCE
'ORDER

SUBJECT:. Establishment of the Department of the Air Force:
' Systems Acquisition Review Council (AFSARC)

REFERENCE: (a) DOD Directive 5000.1, 22 December 1975

1. The Air Force Systems Acquisition Review Council
(AFSARC) under the direction of the Secretary of the Air
Force is hereby established. This Order outlines the concept,
functions, responsibilities, membership and procedures to be
followed in the conduct of business with the AFSARC.

2. Concept

The AFSARC provides a formal mechanism by which the
Secretary of the Air Force will receive the counsel of his
principal advisors prior to making decisions concerning _
initiation, continuation of, or substantial changes to systems
acquisition programs which merit Secretarial attention.
Generally, the AFSARC will provide a forum for review of major
acquisition programs as defined in reference a; however, other
program efforts may also receive AFSARC reviews as determined
by the Secretary of the Air Force on a case-by-case basis.

3. Functions and Responsibilities

The AFSARC will:

a. Perform functions in connection with the review
and appraisal of systems acquisition programs and related
management procedures, as the Secretary of the Air Force may
direct. : 4
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b. Recelve and, at the discretion of the chairman,
review weapon system acquisition coordinating papers on major y j
new systems, Oor weapon system acquisition coordinating papers *
proposing changes of significant magnitude on existing programs. 1
§
J

c. Recommend action to the Secretary of the Air
Force on programs reviewed. The resulting Secretary of the
Air Force decisions will establish the approved program in 5
cases where the Air Force has full management responsibility. !
For programs requiring Secretary of Defense approval at key 4
program milestones, the Secretary of the Air Force decisions
will establish the Air I cce position for subsequent communica- :
tions with the Office of the Secretary of Defense.

4. Membership

1
. The AFSARC membership consists of the Under Secretary |
of the Air Force, the Assistant Secretaries for Research and
Development, Installations and Logistics, and Financial
Management, the General Counsel (Advisor), the Vice Chief of
Staff, the Deputy Chiefs of Staff for Research and Develop-
ment, Systems and Logistics, and Plans and Operaticns, the
Comptroller, and the Assistant Chief of Staff for Studies and
Analysis (Advisor). The Chairman of the AFSARC will be the
Under Secretary or an Assistant Secretary as the Secretary
of the Air Force may designate. The Executive Secretary shall
be appointed by the Chairman.

Other Secretary of the Air Force and Air Staff
participation will be at the discretion of the Chairman of
the AFSARC. Other attendees will be authorized and admin-
istered through the Executive Secretary of the AFSARC.

Changes to the AFSARC membership and designation
of the chairman may be made in the future by the Secretary
cf the Air Force without formal amendment to this Order.
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| 5. Procedures

a.  The Executive Secretary, acting in the capacity
as executive for the Secretary of the Air Force pertaining to
matters within the purview of the AFSARC, will schedule all
meetings of the AFSARC, and all meetings with the Secretary
pertaining to these matters. The Exécutive Secretary will
prepare minutes of each formal meeting of the AFSARC, and
will retain the minutes, and copies of presentations, on
file. Direction and guidance as a result of these meetings
will be published as Secretary of the Air Force Directives.

b. The Office of the Assistant Secretary for
Research and Development will provide appropriate administra-
tive support for the Executive Secretary.

> c. Administrative procedures governing AFSARC
reviews will be separately issued by the Chairman.

6. This Order is issued in accordance with AFR 11-18,
dated July 18, 1963, subject: 'Delegating or Assigning
Statutory Authority."

“““"é¥*ﬂﬂ”1wh e <EZAJL89“_~——

Thomas C. Reed
Secretary of the Air Force
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