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ABSTRACT

This thesis is an analysis of the U.S. Coast Guard

budget to determine If the Coast Guard receives its "Fair

Share" of the Federal Budget. The Coast Guard's share of

the budget is compared to the budgets for the Department of

Transportation, the Department of Defense, and the flexible

portion of the Federal Budget. The fiscal years 1976-1986

comprise the time frame for the study.

The incremental differences in the annual budgets are

converted to percentage terms for comparison. The budgets

are analyzed in annual fiscal year dollars and converted to

constant FY-82 dollars for further analysis and comparison.

Both Budget Authority and Budget Outlays are considered.

Statistical and subjective analysis of the data con-

cludes that the Coast Guard does receive its "Fair Share"

of the budget over time.
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I. INTRODUCTION

This chapter will outline the objective of the thesis,

provide some background on the Coast Guard Budget dilemma,

and define "Incrementalism" and "Fair Share" for the pur-

poses of this thesis.

A. OBJECTIVE

The purpose of this paper is to attempt to evaluate

whether the Coast Guard receives its "fair share" of the

federal budget over time. The period of 1976 - 1986 was

chosen as a representative period that included Presiden-

tial administrations from both major political parties and

periods of defense budget decreases as well as increases in

real growth. The concept of fair share and incrementalism

is explored and the annual budget change is converted to

percentage terms to compare the annual increments with

agencies of varying sizes. In this thesis, "fair share"

will be measured by comparing the annual percentage changes

between agency and department budgets to see if they are

equal or unequal over time. Both Budget Authority and Bud-

get Outlays will be examined. Budgets will include both

capital and operational accounts. Budgets will be consid-

ered in annual year dollars and converted to constant FY-82

dollars for further examination.

N % %



The Coast Guard budget will be compared to the follow-

Ing budgets:

(1) Department of Transportation (less Coast Guard)

(2) Department of Defense

(3) Flexible portion of the Federal Budget (total Feder-
al budget less Social Security, interest on the Na-
tional Debt, and the Coast Guard Budget)

The Flexible portion of the Federal Budget (FLEXPED) is
-%

used as a surrogate for the portion of the hudget that is -'a

"controllable". Researchers over the years have disputed

exactly what portion of the budget is controllable and some

may argue with the FLEXFED definition for this paper. In

FY-77, Lance T. LeLoup found that 77% of the Federal Budget

could be classified "uncontrollable" which included the

following [LeLoup, 1979, p. 683:

Fixed Costs: - Interest on the National Debt
- Public Housing loans

Long-term Contracts - Weapons systems
- Highway construction

Payments to States & Indivic5"als - A.D.C. and welfare
payments

- Social Security
- Medicare, Medicaid
- Revenue sharing

The Reagan administration altered beliefs that the

above programs could never be cut or removed. Revenue shar-

ing has recently been eliminated and other programs have

been cut or had their growth restrained. Therefore, the

FLEXFED budget used in this paper is only representative

of the controllable portion of the Federal Budget.

2



B. THE COAST GUARD

Prior to 1967, the Coast Guard was an agency of the

Treasury Department. The Department of Transportation Act,

Public Law 89-670, created the Department of Transportation

and transferred the Coast Guard from the Treasury Depart-

ment to the Department of Transportation where it remains

to date.

The Coast Guard has a myriad of missions prescribed by

law to be conducted during both peacetime and war. While

missions such as search and rescue, aids to navigation, and

regulation of the merchant marine industry have some rela-

tion to the transportation industry, other functions cer-

tainly do not. Drug interdiction, maritime defense, and

deployment as part of the U.S. Navy during wartime, are

functions that have little or no relation to the Department

of Transportation.

The Coast Guard's diversity of missions produces an

identity crisis within the Department of Transportation,

the Congress, and even the Coast Guard itself. As a result,

the Coast Guard has developed a broad-based clientele for

its various mission areas. However, this is a double edged

sword since the Coast Guard budget is readily separated by

the resources that are committed to each function. There-

fore, advocates of one mission area may seek cuts in other

mission areas so as to not affect the mission area they

wish to protect.

...



The Coast Guard's myriad of missions also leads to a

problem of image with Congress. Should the Coast Guard be

considered as another civilian agency within the Department

of Transportation, or should emphasis be placed on the fact

that the Coast Guard is a military service? Ideally, the

Coast Guard would like to play up the service image when

the Department of Defense is in favor with the Administra-

tion & Congress, and try to poLtray a public service agency

when domestic programs are in favor.

With the advent of computers, it has become easier to

gather budget information quickly and present it in a

sophisticated manner. Unfortunately, this information boom

has wetted Congressional appetites to the point that top

officials in many government agencies are spending an inor-

dinate amount of time on budget matters in lieu of "running

the store". The Coast Guard is no different and the follow-

ing quote from Admiral Paul A. Yost, Commandant of the

Coast Guard, sums up the feeling of many government execu-

tives:

The hardest thing about my job is that a third of my time
is taken up with budget matters when the time could be
bettax- spent managing the Coast Guard. I sure understand
what President Reagan means when he says this budget
process has got to be fixed. We must simplify it so that
an administrator like me - hired t3 run the Coast Guard -
doesn't spend a third of his time on budget matters and
still end up without a budget at the beginning of the
fiscal year. It's an awful way to do business. (Puckett,
1987, p. 31

V4
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The analysis of how the Coast Guard's budget has com-

pared to the budgets for the Department of Transportation

(DOT), the Department of Defense (DOD), and the flexible

portion of the Federal Budget (FLEXFED) may be useful in

planning future budget strategy. Similar budget comparison

analysis is currently being conducted at Coast Guard Head-

quarters in preparation for presentations to Congress.

While those presentations are developed to express a partic-

ular point, this thesis is intended to be an impartial

analysis. However, this thesis suggests how this type of

information might be strategically presented to increase

the Coast Guard's share of the proverbial "budget pie".

C. INCREMENTALISM

Incremental budgeting is considered to be noncompre-

hensive as little attention is paid to those programs al-

ready in the base, but rather attention is focused on new

programs or any significant increases/decreases in the cost

of the previous year's programs [Wildavsky, 1984, p.15].

Aaron Wildavsky and Richard Fenno analyzed the annual per-

centage modifications in the obligational authority granted

by the House Appropriations Committee (HAC) in 444 cases

and determined that slightly over half were within 10 per-

cent and three-quarters of the cases were within 30 percent

(Bailey, 1975, pp 61-64].

5

V

,



D"..

Exactly what percent is considered "incremental" varies

from one researcher to the next. Studies have varied from %

0-10 percent (Dye, 1972, p. 215] to a highly permissive

criterio of 0-30 percent (Bailey, 1975, p. 62]. Therefore,

it can be implied that agency growth beyond that rate would

be considered significant growth in excess of an incremen-

tal increase to the "base". This would mean a major in-

crease in the scope of existing programs, adding more pro-

grams, or acquiring additional capital assets.

An excellent discussion of incrementalism is provided

by Ira Sharkansky as follows:

Incrementalism is an approach to decision-making that
deals with complex issues by narrowing and simplifying
the range of decisions to be made. The incrementalist
does not attempt to write a tax or spending policy "de
novo", but accepts as given those policies already in
force. He limits consideration to the increment of change
that is proposed in taxes or expenditures. Because his
focus is limited, the incremental decision maker can
master the relevant issues involved in his decision. And
because he does not threaten to undo all the accommo-
dations that have been made in previous decisions, he can
avoid most of the disputes that are latent in his area of
policy. [Sharkansky, 1979, p. 321

D. FAIR SHARE

The concept of Fair Share is closely tied to Incremen-

talism. Wildavsky defines Fair Share as follows:

"Fair share" means not only the base an agency has estab-
lished but also the expectation that it will receive some
proportion of funds, if any, which are to be increased
over or decreased below the base of the various govern-
mental agencies. "Fair share", then, reflects a conver-
gence of expectations on roughly how much the agency is
to receive in comparison to others. [Wildavsky, 1984, p.
17]

6



Fair Share goes a step beyond Incrementalism by tying

the budget prospects to a relationship with other agencies.

In times of prosperity, an agency would expect to get a

similar percentage increase as an agency of similar size or

relative political power. In times of fiscal austerity, an

agency would accept cuts if they were no worse than the

cuts received by another agency of similar size or relative

political power.

Of course, when a new administration with strong views

on particular programs drastically alters the priorities,

the Fair Share relationships may be altered as well (e.g. -

same size may mean different shares). However, this paper

attempts to show that, over time, the Coast Guard has re-

ceived its Fair Share of the Budget.

Chapter II outlines the research methodology utilized,

presents the budget data in both dollar and percentage

terms, and provides an analysis of the data. Both Budget

Authority and Budget Outlays will be examined. Chapter III

converts the data into constant dollars and analyzes the

revised data. Chapter III will also look at the Fair Share

concept as measured by a common size analysis with each of

the 4 categories. Finally, Chapter IV will outline the

conclusions of the study and recommend areas for further

study.

7
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II. ANNUAL DOLLAR BUDGETS

This Chapter outlines the process for obtaining the

original budget data and the steps taken to convert the

data into a format for comparison. Once the data is in a

useful format, it is presented graphically and analyzed.

A. BUDGET DATA IN DOLLARS

The original budget data for this study is obtained

from the annual Budget of the United States (series)

(Office of Management and Budget, 1975-1988). The annual

issue of the budget represents the proposed President's

budget for that fiscal year. The proposed budget is pre-

sented alongside the budget data from the previous two

years. Since the proposed budget is developed while the

previous year's budget is often still being debated in

Congress, only the first year listed represents an actual

budget already appropriated. Therefore, if the FY-75 budget

data is desired, the annual proposed budget book for FY-77

must be consulted.

Table 1 lists the Budget Outlays & Authority for the

fiscal years 1976-1986 for the Coast Guard (CG), Department

of Transportation (DOT), Department of Defense (DOD), and

the Total Federal Budget.

8
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TABLE 1

BUDGET OUTLAY & AUTHORITY FOR FISCAL YEARS 1975-1986
(IN MILLIONS OF DOLLARS)

Budget Outlays

COAST DEPARTMENT OF DEPARTMENT OF FEDERAL
FY GUARD TRANSPORTATION DEFENSE BUDGET

75 $ 929 $ 9,247 $ 85,020 $324,601
76 $1,014 $11,936 $ 88,036 $366,406
77 $1,158 $12,514 $ 95,650 $401,902
78 $1,284 $13,452 $103,042 $450,836
79 $1,437 $15,486 $115,013 $493,673
80 $1,636 $18,963 $132,840 $579,613
81 $1,854 $22,509 $156,096 $657,204
82 $2,077 $19,917 $182,850 $728,375
83 $2,406 $20,628 $205,012 $795,969
84 $2,518 $23,934 $220,838 $851,781
85 $2,539 $25,020 $245,371 $946,323
86 $2,462 $27,378 $265,636 $989,815

Budget Authority

COAST DEPARTMENT OF DEPARTMENT OF FEDERAL
FY GUARD TRANSPORTATION DEFENSE BUDGET

d 75 $ 933 $19,119 $ 85,812 $ 412,099

76 $1,106 $10,267 $ 95,712 $ 415,336
77 $1,308 $ 9,298 $108,425 $ 465,231
78 $1,424 $13,478 $115,322 $ 501,500
79 $1,547 $17,237 $125,004 $ 556,732

) 80 $1,718 $18,243 $142,621 $ 658,790
" 81 $2,034 $23,710 $178,386 $ 718,400

82 $2,526 $20,547 $213,751 $ 779,926
83 $2,455 $26,264 $239,474 $ 866,745
84 $2,767 $28,594 $258,150 $ 949,751
85 $2,564 $28,770 $286,802 $1,074,063
86 $2,264 $28,079 $281,390 $1,072,773

The Coast Guard budget must be subtracted from the

Department of Transportation budget to avoid counting the

Coast Guard twice. Table 2 presents the DOT-CG calcula-

tions.

9



TABLE 2

DEPARTMENT OF TRANSPORTATION LESS COAST GUARD
(IN MILLIONS OF DOLLARS)

Budget Outlays

EQUALS
MINUS TRANSPORTATION

DEPARTMENT OF COAST LESS COAST GUARD
FY TRANSPORTATION GUARD (DOT-CG)

75 $ 9,247 $ 929 $ 8,318
76 $11,936 $1,014 $10,922
77 $12,514 $1,158 $11,356
78 $13,452 $1,284 $12,168
79 $15,486 $1,437 $14,049
80 $18,963 $1,636 $17,326
81 $22,509 $1,854 $20,655
82 $19,917 $2,077 $17,840
83 $20,628 $2,406 $18,221
84 $23,934 $2,518 $21,416
85 $25,020 $2,539 $22,481
86 $27,378 $2,462 $24,915

Budget Authority

EQUALS
MINUS TRANSPORTATION

DEPARTMENT OF COAST LESS COAST GUARD
FY TRANSPORTATION GUARD (DOT-CG)

75 $19,119 $ 933 $18,186
76 $10,267 $1,106 $ 9,162
77 $ 9,298 $1,308 $ 7,990
78 $13,478 $1,424 $12,054
79 $17,237 $1,547 $15,690
80 $18,243 $1,718 $16,526
81 $23,710 $2,034 $21,676
82 $20,547 $2,526 $18,021
83 $26,264 $2,455 $23,809
84 $28,594 $2,767 $25,827
85 $28,770 $2,564 $26,206
86 $28,079 $2,264 $25,815

The last digit in the DOT-CG calculations in Table 2

and the FLEXFED calculations in Table 3 may appear to be

incorrect. However, the calculations were carried out to

10
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the nearest thousand dollars, and then rounded up to the

nearest million dollars for presentation.

TABLE 3

FLEXIBLE FEDERAL BUDGET
(IN MILLIONS OF DOLLARS)

Budget Outlays

MINUS EQUALS
MINUS MINUS INTEREST FLEXIBLE

FEDERAL COAST SOCIAL ON THE FEDERAL
FY BUDGET GUARD SECURITY NATIONAL DEBT (FLEXFED)

75 $324,601 $ 929 $ 88,547 $ 32,665 $202,460
76 $366,466 $1,014 $101,853 $ 37,063 $226,536
77 $401,902 $1,158 $ 98,209 $ 41,900 $260,635
78 $450,836 $1,284 $108,221 $ 48,695 $292,636
79 $493,673 $1,437 $118,041 $ 59,837 $314,358
80 $579,613 $1,636 $134,354 $ 74,860 $368,763
81 $657,204 $1,854 $159,501 $ 95,590 $400,260
82 $728,375 $2,077 $176,265 $117,404 $432,629
83 $795,969 $2,406 $214,122 $128,813 $450,628
84 $851,781 $2,518 $208,780 $153,838 $486,646
85 $946,323 $2,539 $183,434 $179,090 $581,259
86 $989,815 $2,462 $190,684 $190,166 $606,503

Budget Authority

MINUS EQUALS
MINUS MINUS INTEREST FLEXIBLE

FEDERAL COAST SOCIAL ON THE FEDERAL
FY BUDGET GUARD SECURITY NATIONAL DEBT (FLEXFED)

75 $ 412,099 $ 933 $ 92,740 $ 32,665 $285,760
76 $ 415,336 $1,106 $ 99,849 $ 37,063 $277,318
77 $ 465,231 $1,308, $ 94,872 $ 41,900 $327,152
78 $ 501,500 $1,424 $103,104 $ 48,695 $348,277
79 $ 556,732 $1,547 $116,274 $ 59,837 $379,074
80 $ 658,790 $1,718 $133,949 $ 74,860 $448,263
81 $ 718,400 $2,034 $154,801 $ 95,589 $465,976
82 $ 779,926 $2,526 $166,310 $117,404 $493,687
83 $ 866,745 $2,455 $227,434 $128,813 $508,043
84 $ 949,751 $2,767 $209,230 $153,838 $583,916
85 $1,074,063 $2,564 $190,973 $179,090 $701,436
86 $1,072,773 $2,264 $196,802 $190,166 $683,541

111



The Flexible Federal (FLEXFED) budget in Table 3 ex-

cludes Social Security and Interest on the national debt

which must be paid. In addition, the Coast Guard budget is

excluded to avoid double counting as in the DOT-CG budget.

Table 4 compiles the budgets in the categories desired.

TABLE 4

UNADJUSTED COMPARISON BUDGETS
(IN MILLIONS OF DOLLARS)

Budget Outlays

FY CG DOT-CG DOD FLEXFED

75 $ 929 $ 8,318 $ 85,020 $202,460
76 $1,014 $10,922 $ 88,036 $226,536
77 $1,158 $11,356 $ 95,650 $260,635
78 $1,284 $12,168 $103,042 $292,636
79 $1,437 $14,049 $115,013 $314,358
80 $1,636 $17,326 $132,840 $368,763
81 $1,854 $20,655 $156,096 $400,260
82 $2,077 $17,840 $182,850 $432,629
83 $2,406 $18,221 $205,012 $450,628
84 $2,518 $21,416 $220,838 $486,646
85 $2,539 $22,481 $245,371 $581,259
86 $2,462 $24,915 $265,636 $606,503

Budget Authority

FY CG DOT-CG DOD FLEXFED

75 $ 933 $18,186 $ 85,812 $285,760
76 $1,106 $ 9,162 $ 95,712 $277,318
77 $1,308 $ 7,990 $108,425 $327,152
78 $1,424 $12,054 $115,322 $348,277
79 $1,547 $15,690 $125,004 $379,074
80 $1,718 $16,526 $142,621 $448,263
81 $2,034 $21,676 $178,386 $465,976
82 $2,526 $18,021 $213,751 $493,687
83 $2,455 $23,809 $239,474 $508,0A
84 $2,767 $25,827 $258,150 $583,916
85 $2,564 $26,206 $286,802 $701,436
86 $2,264 $25,815 $281,390 $683,541

12



B. ANNUAL PERCENTAGE INCREMENTS

Comparing annual dollar increments between agencies

would have little meaning unless the agencies had relative-

ly the same dollar budgets. For example, a billion dollar

increase in the FY-75 budget for the Coast Guard would more

than double the budget while the same increase in the DOD

budget would be only a little over a one percent increase.

A more meaningful comparison can be achieved by analyz-

ing the annual percentage incremental changes from the base

year of FY-1975. Since the predetermined period for compari-

son is fiscal years 1976 thru 1986, the increment from

FY-75 to FY-76 is the first year of interest. Therefore,

the incremental changes in prior years are disregarded.

It should be noted that choosing a different time frame

could drastically change the results, especially with cumu-

lative percentage increments. The time frame under consid-

eration in this study is representative of both Democratic

and Republican administrations and periods of both military

decline and build-up. Depending upon one's position in the

budget game, the selection of a specific period of either

decline or build-up can present an agency in either a more

favorable or unfavorable light. The time frame utilized in *1

this study was selected without any advocacy motive. This

time frame was chosen because it was the most recent 10

year period for which actual budget data was available.

13
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However, this study will later discuss how the data could

be skewed to favor an agency.

The annual percentage increments for the agencies is

depicted below in Table 5.

TABLE 5

ANNUAL PERCENTAGE INCREMENTS
(BASED ON UNADJUSTED FY DOLLARS)

Budget Outlays

FY CC DOT-CG DOD FLEXFED

75 *t.*
76 9.11% 31.32% 3.55% 11.89%
77 14.22% 3.97% 8.65% 15.05%
78 10.91% 7.15% 7.73% 12.28%
79 11.87% 15.46% 11.62% 7.42%
80 13.91% 23.33% 15.50% 17.31%
81 13.29% 19.21% 17.51% 8.54%
82 12.05% -13.63% 17.14% 8.09%
83 15.85% 2.14% 12.12% 4.16%
84 4.64% 17.53% 7.72% 7.99%
85 0.84% 4.97% 11.11% 19.44%
86 -3.03% 10.83% 8.26% 4.34%

Budget Authority

FY CG DOT-CG DOD FLEXFED

75
76 18.46% -49.62% 11.54% -2.95%
77 18.26% -12.78% 13.28% 17.97%
78 8.89% 50.86% 6.36% 6.46%
79 8.63% 30.17% 8.40% 8.84%
80 11.05% 5.32% 14.09% 18.25%
81 18.44% 31.16% 25.08% 3.95%
82 24.14% -16.86% 19.83% 5.95%
83 -2.79% 32.12% 12.03% 2.91%
84 12.70% 8.48% 7.80% 14.93%
85 -7.34% 1.47% 11.10% 20.13%
86 -11.70% -1.49% -1.89% -2.55%

The Coast Guard budget is graphically compared to each

of the other categories in Figures 1 thru 8.

14
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C. CUMULATIVE PERCENTAGE INCREASES

The preceding graphs compare the percentage increases

in individual years. The cumulative effect over the entire

period is depicted in Table 6 below and Figures 9 thru 16

on succeeding pages.

TABLE 6

CUMULATIVE PERCENTAGE INCREMENTS
(BASED ON UNADJUSTED FY DOLLARS)

Budget Outlays

FY CG DOT-CG DOD FLEXFED

75
76 9.11% 31.32% 3.55% 11.89%
77 23.33% 35.29% 12.20% 26.94%
78 34.24% 42.43% 19.92% 39.22%
79 46.11% 57.90% 31.54% 46.65%
80 60.01% 81.23% 47.04% 63.95%
81 73.30% 100.44% 64.55% 72.49%
82 85.35% 86.81% 81.69% 80.58%
83 101.20% 88.95% 93.81% 84.74%
84 105.84% 106.48% 101.53% 92.73%
85 106.68% 111.45% 112.64% 112.18%
86 103.65% 122.28% 120.90% 116.52%

Budget Authority

FY CG DOT-CC DOD FLEXFED

75
76 18.46% -49.62% 11.54% -2.95%
77 36.71% -62.41% 24.82% 15.02%
78 45.60% -11.55% 31.18% 21.47%
79 54.24% 18.62% 39.58% 30.32%
80 65.29% 23.94% 53.67% 48.57%
81 83.73% 55.10% 78.75% 52.52%
82 107.87% 38.24% 98.57% 58.47%
83 105.08% 70.36% 110.60% 61.37%
84 117.78% 78.84% 118.40% 76.31%
85 110.44% 80.31% 129.50% 96.43%
86 98.74% 78.81% 127.62% 93.88%
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*' D. BUDGET ANALYSIS

The annual percentage increments in Table 5 (p. 14) and

Figures 1-8 (pp. 15-22) indicate that Budget Authority is

much more volatile than Budget Outlays. This is especially

true with DOT-CG, which oscilates from a negative 49.62%

increment to a positive increment of 50.86% within three

years. However, the Budget Outlays for the same period are

all positive increments ranging from 3.97% to 31.32%. When

the data are converted into cumulative percentage terms,

the Cumulative Outlays in Table 6 show a steady increase

from FY-76 thru FY-81. Therefore, when the multi-year Bud-

get Authority is spread out over the appropriate years of

expenditure, the Budget Outlays present a much clearer pic-

ture for analysis.

The annual Outlays for the Coast Guard are greater than

DOT-CG in only 4 of the 11 years under study. However, the

cumulative percentage increase over the 11 years shows the

Coast Guard with 98.74% compared to only a 78.81% increase

for DOT-CG. The major reason for this effect is the wide

variation of incremental change for DOT-CG due to large

incremental funding for major procurements, such as up-

grades of FAA control centers (Budget Authority 1975),

followed by a return to normal levels of spending in the

succeeding years, which results in a negative percentage

increment. While the Coast Guard can implement procurement

changes over a period of several years, DOT-CG may have to
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implement some major safety transportation related changes
)F

in a short time frame (one or two years) to ensure commonal-

ity throughout the system.

The Coast Guard comparison with DOD is much more

straight-forward. During the Carter Administration, DOD

experienced a reduced rate of growth following the Vietnam

build-up. Therefore, the Coast Guard faired well in compar-

ison with incremental increases in outlays exceeding DOD

from FY-76 thru FY-79. After several years of decline, and

in the wake of the Iran hostage affair, the Carter Admini-

stration started to increase the DOD budget. The trend was

escalated when the Reagan Administration took office. As a

result, DOD has received a greater annual percentage in-

crease in outlays than the Coast Guard in every year since

FY-80 except for FY-83. In FY-83, the Coast Guard received

additional funding (primarily in operating expenses) for

combating the Cuban refugee exodus and related drug inter-

diction. The increased national emphasis on drug interdic-

tion has resulted in continued high levels of funding for

the Coast Guard in this area, but at the expense of other

operations as the Coast Guard budget was cut in subsequent

years.

Table 5 and Figures 5 thru 8 indicate that the overall

trend is that the Coast Guard is not treated quite the same

as the other military services. In times of military

decline, the Coast Guard has received slightly greater

33
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percentage increments in outlays as a rule, while in times

of military resurgence the Coast Guard receives smaller

increments than DOD.

The comparison of the Coast Guard to the flexible por-

tion of the Federal Budget (FLEXFED) indicates that the

Coast Guard has been budgeted at a growth pattern similar

to that of DOD. The percentage increment of Budget Outlays

for the Coast Guard was less than FLEXFED for each year

that DOD is less than FLEXFED. Likewise, each year that the

Incremental percentage for DOD exceeded FLEXFED, the Coast

Guard increment also exceeded FLEXFED except for FY-86.

As the national mood for fiscal austerity increased and

with the Gramm-Rudman deficit targets beginning in FY-86,

the Coast Guard appears to be getting less than its fair

share of the Federal Budget when compared to any of the

other categories under consideration.

However, as indicated earlier in the study, the test of

Fair Share should not be decided on an annual basis. There-

fore, in addition to the analysis previously discussed, a

statistical analysis was conducted. Using the Naval Post-

graduate School's main-ftame computer and "SPSSX" statisti-

cal package, the annual percentage increments for both

Budget Authority and Budget Outlays for each category were

compared. The tests were conducted at the 95% confidence

level (alpha = .05) and included a "ONEWAY" analysis of

variance and a "SCHEFFE" range test for the annual mean
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percentage increments for each category. The pooled var-

ance estimate 'IT PROB"1 values all exceeded the alpha value

for the test of variance of annual percentage increments

between the Coast Guard and each of the other categories.

This indicates that there is no significant variance differ-

ential at the 95% confidence level [SPSS, Inc., 1983, pp.

453-462]. The SCHEFFE test of the means was also conducted

at the standard 95% confidence level and the printout for

both Budget Authority and Budget Outlays stated "NO TWO

GROUPS ARE SIGNIFICANTLY DIFFERENT AT THE 0.050 LEVEL",

which indicates that the mean annual percentage increments

are not significantly different at the 95% confidence level

[SPSS, Inc., 1983, pp. 453-462].

The next chapter will convert the budgets into constant

FY-82 dollars and compare the budget increments after dis-

counting the effects of inflation.
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III. CONSTANT DOLLAR BUDGETS I

A. OMB DEFLATORS

One problem of converting annual dollars into constant

dollars is selecting the appropriate index for conversion.

The consumers price index and GNP deflators measure dif-

ferent goods and service costs than the Federal Budget

utilizes. The Office of Management and Budget (OMB) pro-

duces deflators for the Federal Government as a whole, the

Department of Defense, and the non-military portions of the

Federal Government. The difference between types of

deflators is minimal and resulted in the decision to util-

ize the same OMB deflator for all categories to simplify h

the analysis. OMB publishes the Historical Tables of the

United States Government (series); the FY-88 edition of the

tables covering the period under study was selected and a %

FY-82 base year was employed to adjust the raw data.

TABLE 7

CONSTANT FY-82 DOLLAR DEFLATORS FOR THE FEDERAL BUDGET

TIISCAL ANNUAL FISCAL ANNUAL
YEAR DEFLATOR YEAR DEFLATOR

1975 1.7633 1981 1.0712 V
1976 1.6402 1982 1.0000
1977 1.5215 1983 0.9606
1978 1.4218 1984 0.9274
1979 1.3113 1985 0.8961
1980 1.1831 1986 0.8751

[Office of Management and Budget, 1987, pp. 6.1(6)-6.1(8)]
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B. BUDGET DATA IN CONSTANT DOLLARS

The budget data from Table 4 are converted into FY-82

dollars and displayed below in Table 8. Although the con-

verted dollar amounts are not significant by themselves,

they are provided to permit the reader to follow the conver-

sion to percentage terms in Table 9 on page 38.

TABLE 8

ADJUSTED COMPARISON BUDGETS
(IN MILLIONS OF FY-82 DOLLARS)

Budget Outlays

FY CG DOT-CG DOD FLEXFED

75 $1,638 $14,666 $149,915 $356,997
76 $1,663 $17,915 $144,399 $371,569
77 $1,762 $17,278 $145,531 $396,555
78 $1,826 $17,299 $146,500 $416,056
79 $1,844 $18,423 $150,818 $412,223
80 $1,936 $20,498 $157,159 $436,273
81 $1,986 $22,126 $167,210 $428,760
82 $2,077 $17,840 $182,850 $432,629
83 $2,312 $17,504 $196,943 $432,892
84 $2,335 $19,860 $204,794 $451,291
85 $2,275 $20,145 $219,878 $520,870
86 $2,155 $21,804 $232,462 $530,758

Budget Authority

FY CG DOT-CG DOD FLEXPED

75 $1,646 $32,067 $151,313 $503,880
76 $1,814 $15,027 $156,988 $454,863
77 $1,990 $12,157 $164,968 $497,759
78 $2,024 $17,138 $163,960 $495,165
79 $2,028 $20,575 $163,920 $497,086
80 $2,032 $19,551 $168,731 $530,327
81 $2,179 $23,219 $191,087 $499,155
82 $2,526 $18,021 $213,751 $493,687
83 $2,358 $22,872 $230,048 $488,047
84 $2,566 $23,951 $239,396 $541,495
85 $2,297 $23,484 $257,005 $628,561
86 $1,981 $22,591 $246,248 $598,176
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C. ANNUAL PERCENTAGE INCREMENTS

With the budgets restated in FY-82 dollars, the annual

percentage increments were computed in the same manner as

discussed in Chapter II. The adjusted percentage incre-

ments are depicted below in Table 9 and shown graphically

in Figures 17 thru 24.

TABLE 9

ANNUAL PERCENTAGE INCREMENTS
(BASED ON CONSTANT FY-82 DOLLARS)

Budget Outlays

FY CG DOT-CG DOD FLEXFED

75
76 1.50% 22.15% -3.68% 4.08%
77 5.95% -3.55% 0.78% 6.72%
78 3.64% 0.12% 0.67% 4.92%
79 3.18% 6.49% 2.95% -0.92%
80 2.77% 11.27% 4.20% 5.83%
81 2.57% 7.94% 6.40% -1.72%
82 4.60% -19.37% 9.35% 0.90%
83 11.29% -1.88% 7.71% 0.06%
84 1.02% 13.46% 3.99% 4.25%
85 -2.56% 1.43% 7.37% 15.42%
86 -5.30% 8.23% 5.72% 1.90%

Budget Authority -

FY CG DOT-CC DOD FLEXFED

75
76 10.19% -53.14% 3.75% -9.73%
77 9.70% -19.10% 5.08% 9.43%
78 1.75% 40.97% -0.61% -0.52%
79 0.20% 20.05% -0.02% 0.39%
80 0.19% -4.98% 2.93% 6.69%
81 7.24% 18.76% 13.25% -5.88%
82 15.89% -22.39% 11.86% -1.10%
83 -6.61% 26.92% 7.62% -1.14%
84 8.80% 4.72% 4.06% 10.95%
85 -10.47% -1.95% 7.36% 16.08%
86 -13.77% -3.80% -4.19% -4.83%

381



KV

1305

4~ON

C4IL

000

03 0

t0 0

w *. t o W z

0 0 0 0 0 0 0 0 0 0 0 0

39



zN0

IX)

z

C

~ to

to -J N w

40



z

4u.1

U qU.

E-4-

0-4
z tu

-0 0

0 0

E-4M

ZI-03

- 1 U3 V-I-kJ'r T r

Z U341



U xU
ILL.

ZIO~

-0 0

0

0 0 0 0
ia Q ~ ' ' f

z

0'3O~ ~~OdNlI

E-- m1



It.

0i

COC

vUzt-. 1'i
a) u*

I-N

0 0 n 0 In 0 t 0 L

N N N

lll~M~ltlM 3YI~aZ-BdIWN

43i



le

Z in

Z cc
U,4

- I-.. >1

cc
4J -

0 0

U)z

E0 c
C)V Nt

a- M~ C4 T I 0 I N K In to

l~qV4b*N 3DYThGO~dd NflNNW

44



Itf

LL.t

Z z 77 7

4 00 4
>t

0 Ut
C) NNN 4)U

Qo 0-

INUNN 3D-ftdI~N

45 *



VAo

S3o

LOJ
La.
x

(13 La.

00
0 1 K 4z-

LCN
Co 1)

7 7 _7Z) On

z 0o
0 Co '0

CIz

>.4 i

*n 0

C4

9) 0

N' C4 - -

a 46



D. CUMULATIVE PERCENTAGE INCREASES

The preceding graphs compare the annual percentage

increases in constant FY-82 dollars. The cumulative

percentage increases are depicted below in Table 10 and

presented graphically in Figures 25 thru 32.

TABLE 10

CUMULATIVE PERCENTAGE INCREMENTS
(BASED ON CONSTANT FY-82 DOLLARS)

Budget Outlays

FY CG DOT-CG DOD FLEXFEDACG

75
76 1.50% 22.15% -3.68% 4.08%
77 7.45% 18.60% -2.90% 10.81%
78 11.09% 18.72% -2.23% 15.72%
79 14.27% 25.21% 0.72% 14.80%
80 17.03% 36.48% 4.92% 20.64%
81 19.60% 44.42% 11.32% 18.91%
82 24.21% 25.05% 20.67% 19.82%
83 35.49% 23.17% 28.38% 19.88%
84 36.51% 36.63% 32.37% 24.13%
85 33.95% 38.06% 39.73% 39.55%86 28.65% 46.29% 45.45% 41.44%

Budget Authority

FY CG DOT-CG DOD FLEXFED

75
76 10.19% -53.14% 3.75% -9.73%
77 19.89% -72.24% 8.83% -0.30%
78 21.64% -31.27% 8.22% -0.82%
79 21.83% -11.21% 8.20% -0.43%
80 22.02% -16.19% 11.13% 6.26%
81 29.26% 2.57% 24.38% 0.38%
82 45.15% -19.81% 36.24% -0.72%
83 38.54% 7.10% 43.87% -1.86%
84 47.33% 11.82% 47.93% 9.09%
85 36.87% 9.87% 55.29% 25.17%
86 23.10% 6.07% 51.10% 20.34%
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E. BUDGET ANALYSIS

The annual percentage increments (based on constant

FY-82 dollars) in Table 8 (p. 37) and Figures 17-24 (pp.

39-46) indicate that less variation in annual percentage

increments is present when budgets are adjusted for infla-

tion. Although the trends indicated in the graphs are flat-

ter in constant dollar terns, the comparisons between the

Coast Guard and the other categories remain the same.

A significant comparison can be made of the Cumulative

Percentage Increments in Table 10 and the corresponding

graph for Budget Outlays in Figure 32. The apparent bottom

line is that everyone but the Coast Guard has received a

cumulative increase exceeding 40%, while the Coast Guard

has only received 28.65% for the period. At first glance,

the obvious conclusion is that the Coast Guard did not

receive its Fair Share for the period under consideration.

However, if you consider only the years up to FY-83, the

Coast Guard appears to have received over eight percent

more cumulative increase in Budget Outlays for the fiscal

years 1976 thru 1983. The choice of years to be analyzed

can change the rzesults to make a particular point in the

budgetary process.

The same statistical tests of the adjusted annual per-

centage data were conducted using SPSSX. The tests again

indicated that no significant variance differential existed

at the 95% confidence level when utilizing the "ONEWAY"
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contrasts. The SCHEFFE test results were also the same. The

mean annual percentage increments (based on constant FY-82

dollars) are not significantly different at the 95% confi-

dence level.

The table below presents the means and standard devia-

tions from the statistical analysis of annual percentage

increments of Budget Outlays (Based on Constant FY-82 Dol-

lars) in Table 9 on page 38.

TABLE 11

MEANS AND STANDARD DEVIATIONS
(BASED ON CONSTANT FY-82 BUDGET OUTLAYS ANNUAL CHANGES)

STANDARD
CATEGORY MEANS DEVIATIONS

COAST GUARD 2.6055 4.3003
DOT-CG 4.2082 10.8180
DOD 4.1327 3.7928
FLEXFED 3.7673 4.7744
FOR ENTIRE POPULATION 3.6784 6.3706

The significance of the above data is that the mean

annual percentage increase for the Coast Guard is well

below the average increase for the other categories. If it

were not for the high standard deviations, the Coast Guard

increase would not be considered the same with a 95% confi-

dence level. However, refering back to Table 10 on page 47

and Figure 32 on page 55, the 1983 cumulative percentage

for the Coast Guard was over 7% greater than all other

categories. If the cumulative percentage is divided by the

8 years considered (FY-76 thru FY-83), the Coast Guard
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would heve a mean increase almost 1% greater than the aver-

age increase of the other categories. Therefore, it can

again be seen how the choice of years to be analyzed can

change the results.

Another way to view Fair Share is to conduct a common

size analysis. Eacn budget category is represented as a

percent of the total Federal Budget. The following table

represents the common analysis for outlays in constant

FY-82 dollars.

TABLE 12

COMMON SIZE ANALYSIS FOR BUDGET OUTLAYS
(BASED ON CONSTANT FY-82 DOLLARS)

FY CG DOT-CG DOD FLEXFED

76 0.28% 2.98% 24.02% 61.82%

81 0.28% 3.14% 23.75% 60.90%

86 0.24% 2.46% 26.21% 59.84%

The above common size analysis seems to reflect the

administrations emphasis on military spending and a slight

decrease in FLEXFED. The Coast Guard has remained relative-

ly unchanged during the period with only 4/100 of one per-

cent decrease in overall share of the brIget. Therefore,

the common size analysis also confirms that the Coast Guard

has maintained it's Fair Share of the budget.

The next chapter summarizes the analysis, states the

conclusions, and provides topics for consideration in fu-

ture studies.
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IV. CONCLUSIONS

A. REVIEW OF THE STUDY

The purpose of this thesis was to determine if the

Coast Guard has received its "Fair Share" of increases in

the federal budget over time. The time frame selected was

fiscal years 1976 thru 1986 which included administrations

from both major political parties. In addition, the time

frame selected included periods of military decline and

military resurgence.

The concept of incrementalism and fair share were dis-

cussed. The Coast Guard's budget was compared to the follow-

ing budgets:

(1) Department of Transportation less the Coast Guard
portion of the budget (DOT-CG).

(2) Dpaztmernt of Defense (DOD).

(3) The flexible portion of the Federal Budget. This was
defined as the Federal Budget less Social Security,
interest on the National Debt, and excluding the
Coast Guard portion of the budget (FLEXFED).

Budget data were presented in annual fiscal year

dollars, annual percentage increments, and cumulative per-

centage increments for both Budget Authority & Budget Out-

lays. The data were then adjusted for inflation using the

Office of Management and Budget (OMB) deflators for the

Federal Government. The budget data were then restated in

constant dollars, annual percentage increments (based on

59

K~



constant dollars), and cumulative percentage increments

(based on constant dollars). The data were also presented

in graphical form to clarify the analysis.

B. CONCLUSIONS

Based on the statistical analysis over the test per-

iod, the conclusion is that the Coast Guard has receive its

Fair Share of the Federal Budget. The statistical SCHEFFE

test results indicated that "NO TWO GROUPS ARE SIGNIFI-

CANTLY DIFFERENT AT THE 0.050 LEVEL". The meajs listed in

Table 11 (page 57) range from 2.6055% for the Coast Guard

to 4.2082% for DOT-CG. If it was not for the high standard

deviations (up to 10.8180 for DOT-CG), the Coast Guard

increase would not be considered the same at a 95% confi-

dence level. However, if only the data thru FY-83 were

utilized, the Coast Guard would have almost a percent high-

er mean increase than each of the other categories.

A rough common size analysis was conducted and dis-

played in Table 12 (page 58). The data indicate that the

Coast Guard's share of the budget held constant at 0.28%

from FY-76 to FY-81. However, the Coast Guard's share

dropped to 0.24% by FY-86. Since the drop is only 4/lO of

one percent, the conclusion is that the Coast Guard has

maintained it's Fair Share of the budget. The 2.19% in-

crease of DOD's share and FLEXFED's share decrease of 1.96%

of the budget over the selected time frame is viewed as the
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result of the changing national priorities during the

period.

The time period selected can significantly affect the

subjective judgement based on the presentation of the data,

especially with respect to cumulative percentage increase

of outlays. For this reason, the ten year time frame was

selected to reduce the bias inherent in the Fair Share

analysis.

Budget Authority shows significantly more variance than

Budget Outlays when analyzing annual percentage increments.

Budget Outlays are more stable. Therefore, if an agency

advocate is attempting to depict the agency as not receiv-

ing its Fair Share, the advocate would use Budget Authority

over the relatively short period which is most advanta-

geous to the argument.

The Coast Guard is treated more like DOD than non-

military agencies with respect to the Federal Budget. In

the years that DOD's annual percentage increment (in both

fiscal year and constant dollars) was less than FLEXFED,

the Coast Guard's increment was also less than FLEXFED.

With the exception of FY-86, each year that DOD's annual

percentage increment was greater than FLEXFED, the Coast

Guard's increment was also greater than FLEXFED. However,

when comparing DOD and Coast Guard directly, it should be

noted that in the years of military decline (FY-76 thru

FY-79), the Coast Guard had a greater percentage increase
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than DOD. With the exception of FY-83 (Cuban exodus), the

Coast Guard received a lower incremental percentage change

than DOD during the period of military build-up (FY-80 thru

FY-86).

C. AREAS FOR FURTHER RESEARCH

A more comprehensive look at why the Coast Guard re-

ceived a lower increase than DOD in times of military

build-up, and has taken a lower percentage cut in times of

military decline, is also suggested. This might involve an

analysis of the roles and strategies utilized by the Coast

Guard in the budget process.

This study covered only a short period in the history

of the Coast Guard. A more comprehensive study covering a

greater period of time would eliminate the possible bias of

the short time frame.

A comparison of the internal accounts between the Coast

Guard and DOD budgets might indicate portions of the DOD

budget that could be utilized as indices for similiar inter-

nal accounts in the Coast Guard budget.

An expanding agency requires increases in personnel as

well as equipment to expand the scope of operations. There-

fore, an analysis of the incremental change of personnel

within agencies could be considered as another measure of

Fair Share for further study.
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The Coast Guard's "Index Adequacy" and validity could 4

be explored. Due to the unique nature of the Coast Guard,

the problem of whether to use the defense deflators, the

deflators for non-defense, or the overall federal govern-

ment deflators was a concern. An analysis of exactly what

"basket of goods" is used by OMB to develop each of the

deflators could be studied. The goods and services con-

sumed by the Coast Guard is a mixture of defense and non-

defense items. Therefore, a unique deflator for the Coast

Guard could be developed.
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