HORIZONTAL FUNDING REDUCTIONS 

AND 

THE CULTURE OF BUDGET ESTIMATION 
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TEAM 7

 “PERFORMANCE CATALYSTS”
Bill Brougham, Vinh Tran, Kim Lewis, Roger Fry, & Bob Semonich

EXECUTIVE SUMMARY.

The recurring process of absorbing horizontal budget cuts causes inefficiency through DOD, DON, subordinate command and individual programs.  The net result is the evolution of a culture that counters and anticipates the cut.  This culture generates a systemic ineffiencty due to gaming, which adds a considerable burden to the POM processing and fiscal demand for limited funds.  In POM 06, SECNAV and CNO have attempted a sweeping cultural change to stop the horizontal cut spiral by making some hard decisions now.  To be effective, the change must permeate all levels of DOD, DON, subordinate commands and programming.  The ultimate outcome is a more efficient POM process and more stable fiscal planning, programming and execution.
PROBLEM.  

Programs are budgeted, funded and approved through the Planning, Programming, Budgeting, and Execution System (PPBES) process.  Often times, an additional 5 percent reduction has been taken horizontally to meet budget targets or satisfy emerging requirements.  The application of horizontal reductions negatively impact well-planned, programmed, budgeted, and balanced programs.  Secretary of the Navy (Assistant Secretary of the Navy for Research, Development, and Acquisition (ASN (RD&A)) and CNO signed out a memorandum, dated 28 Jan 2004, entitled “POM 06 TARGET SETTING” focusing on eliminating horizontal cuts and stabilizing the DON budgeting process.  However, in addition to the guidance addressed in the POM 06 TARGET SETTING memo, the culture of “gamesmanship” in the budget estimation process must be addressed.

BACKGROUND.
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Historically, the result of continued horizontal budget cuts in The Department of the Navy (DON), at the program level, resulted in a level and often times a negative budget growth in a cost increasing environment.  From the below chart, one can see that the Department of Defense (DOD) is not experiencing any significant Real Growth in the Federal budget.  Action was necessary at all command levels to fund the “Must Pay” requirements, reduce the overall expenditures, and make funds available for the multitude of changes required to meet the threat on today’s battleground.

Level or negative growth throughout DOD results in a reduction of readiness capability, service, capability, efficiency, and in many cases a deferral of a requirement until a later time.  This practice caused DOD, DON, subordinate commands, and ultimately individual programs to shift funding requirements to the out years, creating increased costs and future wedges.  The increased costs result from both the time value of money as well as the cost of inefficient program execution.  This statement is greatly simplified and presupposes that the initial plan of record for a fully funded program, as it is defined in the Program Object Memorandum (POM) process, is laid out correctly and is the most efficient value for the government.  Changing the funding profile at mid-contract impacts the contractor and will undoubtedly include some additional costs for the delay, disruption, and uncertainty that is shifted from budget process to contractor.

The DON regularly imposes annual horizontal budget reductions upon existing programs.  The merits of these reductions are not subverted and in fact, are levied with the intent of the broader picture of spending reductions within an administration.  As such, this Advanced Management Program’s (AMP) project in no way questions the validity or need for the budget reductions.  Unfortunately, the reductions generate annual or more frequent churn throughout the many levels of the DOD, DON, subordinate commands, and various program offices.   

The resulting churn from horizontal cuts is generating program inefficiencies and less than desirable results.  For example, as DOD searches for a 5% budget reduction, it levies targets across all services.  For DON to find its “share”, it tasks the Echelon II (or subordinate) commands to find the savings.  Savings, although not claimed by Echelon II commands as unattainable, are not specifically targeted on eliminating excess costs from inefficient commands or programs because specific target amounts are not known in advance.  Often times, a horizontal cut at a command level is prescribed.  As each command develops the process for finding the savings, it many times starts as a cut off the top, similar to a flat tax.  But certain functions and programs that cannot support a tax complicate this.  


In the past, subordinate commands responded to horizontal funding cuts by reducing high visibility accounts or “must pay” programs.  This action forced the Major Claimant to “find” additional funds by whatever means were available and often resulted in the cancellation of significantly important investments.  After experiencing numerous “successes” in fending off or re-capturing lost funds, a cultural mindset developed at lower echelon commands. That culture repeatedly placed the most critical and highest priority programs on the chopping block, and in the end, many of those programs were spared.  Most unfortunately, this action also preserved the funding of many lower priority programs that should have been studied for elimination or scope reduction.

The last decade brought about a cultural mindset shift that focused on breaking through the impermeable budgetary defense of lower echelon commands.  Although not all-inclusive for Navy and Marine Corps commands, a new set of rules established by Major Claimants categorized several of the “Must Pay” programs and placed them into a “Targeted” program.  For example, the Utilities, Environmental, Maintenance of Real Property, and Morale Welfare Recreation programs were deemed “targeted” accounts; therefore, subordinate commands are precluded from applying any budget reductions to them.  Another example of where horizontal reductions cannot typically be applied is a fixed price contracted program.  


The restriction from applying the reduction across the board further exasperates the dilemma of a horizontal funding cut because when one program or service is excluded from a horizontal cut (using 5% for discussion), then the remaining programs must contribute a greater share of savings to provide the desired overall 5% savings for a command’s Total Obligation Authority (TOA).  An illustration is in order to clarify this effect.  Assume a command NAVAMP (Navy Advanced Management Program) has a TOA of $100M.  It has three major activities:  Executive Training with $50M TOA, Utilities and Janitorial services in a fixed price 5 year contract costing $20M of the TOA, and Computer Services with $30M.  To save 5% ($5M across a Future Year Defense Plan (FYDP)) in this setting, NAVAMP cannot change the fixed price contract in the near term without incurring termination costs.  Thus the command’s $5M savings must come from a pool of $80M.  The intended 5% actually impacts Computer Services and/or Executive Training at an effective rate of 6.25% if assumed to apply equally across both programs.  If Executive Training was inviolate in terms of ability to trim any cost savings, then the $5M savings for NAVAMP must come solely from Computer Services resulting in a net horizontal cut of $5M or 17%.  Such savings are rarely available for well planned, programmed, and budgeted programs.


DON and Chief of Naval Operation (CNO) recognize the negative impact this practice has on efficiency and recent significant action has been defined to break the spiral of the ever-growing wedge.  On 28 Jan 2004 a Secretary of the Navy (Assistant Secretary of the Navy for Research, Development, and Acquisition (ASN (RD&A)) and CNO signed out a memorandum entitled “POM 06 TARGET SETTING”.  This memorandum, found as part of this AMP class project has outlined a course for “righting” the negative spiral discussed above.  CNO and ASN (RD&A) challenge all Echelon II commands to “...commit ourselves to continually seek productivity improvements to free up resources from operations and manpower to invest in transformation and recapitalization of our force.”  This memo details the process by which, though not simple or unlike the horizontal cut challenges explained above, does acknowledge the above issue and draws a line in the sand to end the process.  It places the brunt of the decision process to obtain a 5% cut against a command’s TOA, with the command itself.  It defines the rules for exempting programs from the exposure to the 5% cut.  Programs that are exempt are referred to as “target” programs.   Unlike the NAVAMP example discussed above, if a command can justify in full disclosure with other commands that a program should be “targeted”, then the TOA for that program is deducted from the overall command’s TOA before the 5% mark is calculated.  This is a fundamental and very significant change.   Although “untargeted” programs will still absorb the mark, the new process will help resolve the disproportionate allocation of the reduction throughout the DON.  Basically, this new method to extract a “savings” will help level the financial playing field and is moving in the direction of “fairness”.  
DISCUSSION.

Imposition of Horizontal Budget Reduction is in line with “…the innovative spirit and dedication of supporting Secretary of the Navy’s (SECNAV) and CNO’s recapitalization goals.  Fiscal Year (FY) 05 President’s Budget and accompanying FYDP contain around $50 billion in savings initiatives. This effort enabled the Navy to buy 58 ships and 1041 aircraft through the FYDP, even with ever increasing financial pressures.   Similar to the most competitive corporations, we must commit ourselves to continually seek productivity improvements to free up resources from operations and manpower to invest in transformation and recapitalization of our force”.


With the DON and CNO 28 Jan 04 Memorandum, “POM 06 TARGET SETTING”, an attempt is made to stabilize the budget process within Navy.  The POM 06 effort is a mix of horizontal cuts with intelligent targeting to exempt certain programs from the cut.  More impressively, the effort expresses the intent that one purpose of the POM 06 process is to avoid building a wedge in the future and doing so throughout the FYDP.  It enables a cultural behavior shift for program managers that, if developed with other levels of the DON organization, will foster increased efficiency and more budget stability.  


The POM 06 TARGET SETTING Memorandum drives two substantive shifts in budget development.  First, commands “…are afforded full latitude in determining the method(s) by which to achieve cost reduction targets”.  Secondly, it further fosters more communication across commands and programs because to realize a savings it must be anchored against a specific budget line item and it must document exactly what will be done to achieve the savings.  These factors are then shared across all stakeholders for open review and discussion.  The guidance explicitly stated:  “Unlike previous POM processes, we are not simply employing “wedges””.  


To this end the policy states that as this process is employed, significant management attention will be placed on the process; i.e. the CNO N8B (Navy resource and requirement manager), a Senior Executive Service (SES) officer, must personally be briefed and concur with any change to prescribed TOA.  As the effort is executed, the commands and programs impacted are assured that the resulting savings will result in a more efficient process and will not regress into the prior practice of never ending wedges.  In fact, the memo states: “…the department [of the Navy] will endeavor not to apply new wedges in addition to the cost reduction initiatives harvested in this effort.”  The merit and effectiveness of this project will be subjected to both near term (POM 06 effort) and future scrutiny as Navy leadership attempts to aggressively address horizontal budget cuts.  This memorandum has captured our collective thoughts as a possible and quite necessary procedural change throughout the Navy – Marine Corps team.  


However, such a fundamental policy shift is not effective without commitment of a cultural shift at all levels throughout the DON.  The tradition or culture in the Navy is to never volunteer to give back money or reduce spending because this voluntary effort will not be recognized the next time mandatory cuts are directed.  The mindset is that your program will be expected to meet the same future reduction goal as all other programs.  The POM 06 Target Setting attempts to fix the horizontal budget cut problem in the long term by doing away with the strictly horizontal budget cuts and imposing a more rigorous approval process on the front end.  Unfortunately the culture of never voluntarily reducing spending or giving back money is still being reinforced through the implementation process outlined in the memo.  Some organizations have been through the formal process of creating a Most Efficient Organization.  Some Echelon II organizations have voluntarily committed to the turmoil of a transformation to help generate the $50 billion in savings initiatives for recapitalization recognized in the memo.  Even recognizing the cost savings made voluntarily by some commanders, the memo goes on to expect every organization to meet the horizontal budget reduction “target” of 5%. The memo states “Consistent with the CNO’s guidance for 2004, a minimum 5% reduction in the cost of doing business is set forth as a “target”.  Every organization should save as much as possible, recognizing that some commanders are in a position to significantly exceed the proposed targets while other organizations have already been through several cost reduction efforts.”  This recognition of the previous voluntary cost reduction efforts did not remove these commands from the current “target” reduction of 5%.  While stating the policy of what the new way of doing business will be, this memo reinforced the tradition of not making voluntary reductions, because you will later be expected to still meet the same “target” as all the other organizations.


The culture within DON acquisition is that the program manager is expected to be the “buck stops here” point within the greater system for program execution.   Before an acquisition program can reach Milestone B (the Go – No Go point to proceed from exploration to execution), the budget projections and technology exploration have, in theory, been reviewed by numerous people of several organizations.  Looking specifically at the budget projections, the program manager is charged to coordinate system procurement or development within the stated budget using contract(s) with industrial partners.  These contractual relationships are often times long term and phased such that they are synchronized with the DOD/DON budget planning.  Most program managers strive to ensure that the cost estimates and actual cost information is structured to deliver required capability while also planning for some level of unexpected events through a risk mitigation estimate.  Risk mitigation planning is intended to address the known unknowns that typically occur with uncertainty.  For example:  the fact that all testing does not go entirely as expected the first time out, some new technologies fall short of the mark without unplanned additional efforts.  The culture within some program offices is to execute the program to requirements and schedule and within budget.  When a 5% horizontal cut or other financial tax is assessed on an otherwise defined budget designed to delivery a stated capability, then pressures and inefficiencies are created for the program.  The first thing that happens is removing any risk mitigation funds because those funds are typically not obligated on contract until the risk is bought down.  This then precludes buying down risk in the future and results, often times, in schedule and cost pressures to sustain the desired requirements.  When such pressures occur, the previous budget cut removes the program manager’s ability to work through a solution and forces some form of request for addition funding from the resource sponsor.  Since the request for additional unplanned budget requirements is always treated with negative suspicion and takes an inordinate amount of time to re-justify the previously justified program, attention is drawn away from program execution.  


The culture of our process is to treat unscheduled requests for additional funding with disdain.  As a result, program managers are indirectly incentivized to anticipate cuts, marks, taxes, and so forth, in advance of them occurring and either make overly conservative risk mitigation estimates or “dig in” and refuse to pay the tax.  Neither path is the intended outcome of the system and both are inefficient.  Unfortunately, both are results of the way the cultural norms have evolved.  If 5% marks and 3% annual taxes are expected, a program manager may account for 8% annual costs beyond those necessary to procure the required capability.  If done in advance of the year of the assessment, then the POM process supports the initial estimate but, for reasons just mentioned, makes it difficult to identify later in the program execution.  If not done, or if the marks are higher than expected, then the program manager is faced with re-phasing the program to the out years and adding schedule delay or reducing requirements – neither option is palatable to the Fleet or sponsor.  Even more significantly, a budget cut of 5% is not intended to add inefficiency to any one program but rather to alleviate overall budgetary pressure.  This greater intent is not culturally acknowledged when program managers try justifying new costs and schedule changes to their chain of command and their sponsors.  Instead the culture frowns upon the added fiscal requirements that are often times created by another entity but passed to the program manager’s lap.  So our culture is such that the program manager is indirectly encouraged to over-estimate risk mitigation estimates that roll up to cause increased budgetary pressure, which then encourages future horizontal assessments and cuts.  Again, this negatively reinforces the same behavior and exasperates the program manager’s, the Navy’s and DOD’s problem.


Another cultural behavior of the program manager is to dig in and fight the cuts.  This is often times challenging because if big Navy needs to reduce costs and every program fights it, then cuts become more troublesome on those programs that are not successful in defending against the cut.  But that’s what happens.  And it happens each year and adds inefficiency to the acquisition process.  Until recently the degree of success in defending against a cut was handled in discussions with the resource sponsors, the Fleet, program managers and commands.  Some programs and commands were more successful than others but the process was not well understood or defined.


The culture is that for every “mandated” action, lower echelon commands will make attempts at “gamesmanship”.  We believe it is necessary to understand and appreciate the loyalty and dedication of those stationed on the tarmac.  They are also operating in a survival mode, plagued with the uncertainties of their future and required to accomplish the seemingly impossible with very limited resources.  As we continue our efforts to improve the resource allocation process, it is critical that we also take appropriate actions to recognize the culture and mold it into a more supportive team.
RECOMMENDATION AND CONCLUSION.

The leadership of DOD needs to support the POM 06 TARGET SETTING Memorandum.  The spirit of this memorandum will require several years to impact the culture and should be given ample time to reach maturity.  Constant monitoring through out the years will provide us all with feedback on whether the memo has been implemented correctly and if the desired outcome was achieved.


Deputy Defense Secretary Paul D. Wolfowitz declaration to the Naval War College graduate class of 2003 stating that the Newport RI.  Institution was 119 years old, “it requires a change in the way we think and the way we organize; it is properly described as a cultural change”.  In conforming to the essence of the POM 06 Target Setting, the DON climate and culture needs to be taken into consideration.  Much work has been done by the DOD leadership to address this cultural shift, but more change needs to be made at the individual program level.  Most importantly, the DON leadership must find a way to press accountability to the individual level.  From NAVY through the Echelon II commands commitments to share this change with people is important.  The process has changed.  Accurate estimates, program accountability and leadership support are necessary.


Estimates for the Cost Analysis Improvement Group (CAIG) process need to be peer reviewed for accuracy and commitment by all members of the team.  The estimates need to be approached as if the program were firm fixed price.  A program baseline letter can be signed off by each team member for understanding the commitment to the project estimate.  This commitment of the team to the estimate allows the Program Manager the ability to sign up to the delivery of the scope of requirements.


In reviewing programs the Navy leadership must recognize that we need to allow approximately two years before we can determine whether the condition of the POM 06 TARGET SETTING Memorandum is working.  This is because it takes people longer to make these cultural changes to adapt to this new environment.  We hope to see progress at individual programs as soon as six months.
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The top line is federal spending in constant 2001 dollars.  The bottom line is defense spending in the same dollars.  

Defense spending has been flat in constant terms.

Even the Reagan buildup did not represent a large real increase over historical levels. 

So the rise in total spending is a product of rising entitlement spending and rising non-defense discretionary spending.

We are spending more today in in constant dollars than we spent to simultaneously fight and defeat Germany and Japan in WWII. 

The next slide will give you a better perspective on the DOD outlays over time.







Deflators


						Table 10.1-GROSS DOMESTIC PRODUCT AND DEFLATORS USED IN THE HISTORICAL TABLES: 1940-2005


																					Payments for Individuals									Other Grants			Net Interest			Undistri-buted Off-setting Receipts			All Other			Addendum: Direct Capital


			Year			GDP    (in billions of dollars)			GDP Deflator			Total			Total Defense			Total Non- defense			Total			Direct			Grants															Total			Defense			Non- defense


			1940			96.5			0.1032			0.0814			0.0650			0.0861			0.0994			0.0994			0.0994			0.0734			0.1032			0.0678			0.0803			0.0951			0.0711			0.1109


			1941			113.9			0.1077			0.0855			0.0819			0.0890			0.1030			0.1030			0.1030			0.0693			0.1077			0.0647			0.0809			0.1053			0.0966			0.1351


			1942			144.2			0.1155			0.0937			0.1003			0.0795			0.1124			0.1124			0.1124			0.0700			0.1155			0.0613			0.0693			0.1183			0.1165			0.1533


			1943			180.0			0.1228			0.1093			0.1200			0.0728			0.1245			0.1245			0.1245			0.0753			0.1228			0.0598			0.0623			0.1437			0.1436			0.1501


			1944			209.0			0.1275			0.1134			0.1236			0.0737			0.1337			0.1337			0.1337			0.0777			0.1275			0.0592			0.0601			0.1668			0.1668			0.1541


			1945			221.4			0.1308			0.1128			0.1161			0.0908			0.1405			0.1405			0.1402			0.0785			0.1308			0.0619			0.0635			0.1634			0.1633			0.1865


			1946			222.9			0.1401			0.1072			0.1023			0.1282			0.1486			0.1486			0.1483			0.0843			0.1401			0.0820			0.0881			0.1561			0.1550			0.2329


			1947			234.9			0.1568			0.1157			0.1029			0.1250			0.1612			0.1612			0.1611			0.1127			0.1568			0.0869			0.0905			0.1911			0.1857			0.2290


			1948			256.6			0.1695			0.1150			0.0965			0.1256			0.1737			0.1737			0.1737			0.1124			0.1695			0.0765			0.0803			0.1703			0.1755			0.1543


			1949			271.7			0.1766			0.1205			0.1057			0.1298			0.1792			0.1792			0.1792			0.1229			0.1766			0.0885			0.0931			0.2020			0.2141			0.1791


			1950			273.6			0.1738			0.1282			0.1085			0.1404			0.1765			0.1765			0.1767			0.1169			0.1738			0.0953			0.1008			0.1890			0.2103			0.1635


			1951			321.3			0.1840			0.1353			0.1231			0.1515			0.1863			0.1862			0.1865			0.1313			0.1840			0.0943			0.1025			0.2021			0.2118			0.1705


			1952			348.9			0.1906			0.1410			0.1320			0.1649			0.1937			0.1937			0.1938			0.1351			0.1906			0.0995			0.1094			0.2193			0.2234			0.1861


			1953			373.1			0.1941			0.1477			0.1408			0.1662			0.1969			0.1969			0.1969			0.1425			0.1941			0.1034			0.1134			0.2199			0.2223			0.1933


			1954			378.0			0.1961			0.1529			0.1422			0.1845			0.1998			0.1997			0.1998			0.1396			0.1961			0.1051			0.1193			0.2229			0.2258			0.1896


			1955			395.3			0.1982			0.1541			0.1439			0.1749			0.2001			0.2001			0.2001			0.1431			0.1982			0.1100			0.1180			0.2291			0.2327			0.1864


			1956			427.6			0.2036			0.1621			0.1535			0.1769			0.2024			0.2024			0.2024			0.1473			0.2036			0.1182			0.1248			0.2447			0.2487			0.1918


			1957			450.5			0.2113			0.1701			0.1609			0.1856			0.2083			0.2083			0.2083			0.1593			0.2113			0.1272			0.1347			0.2565			0.2618			0.1961


			1958			460.6			0.2167			0.1791			0.1683			0.1956			0.2144			0.2144			0.2144			0.1708			0.2167			0.1320			0.1414			0.2621			0.2686			0.1988


			1959			491.8			0.2209			0.1840			0.1758			0.1943			0.2177			0.2177			0.2178			0.1783			0.2209			0.1422			0.1499			0.2658			0.2743			0.1963


			1960			519.8			0.2230			0.1855			0.1717			0.2033			0.2217			0.2217			0.2218			0.1803			0.2230			0.1448			0.1562			0.2728			0.2850			0.1975


			1961			530.9			0.2260			0.1903			0.1757			0.2081			0.2250			0.2250			0.2250			0.1794			0.2260			0.1532			0.1661			0.2712			0.2813			0.2085


			1962			568.6			0.2288			0.1930			0.1794			0.2082			0.2272			0.2272			0.2272			0.1822			0.2288			0.1593			0.1723			0.2839			0.2955			0.2184


			1963			600.2			0.2315			0.2010			0.1876			0.2151			0.2299			0.2299			0.2299			0.1875			0.2315			0.1653			0.1827			0.2979			0.3100			0.2296


			1964			642.3			0.2345			0.2042			0.1895			0.2187			0.2329			0.2329			0.2329			0.1911			0.2345			0.1703			0.1916			0.3041			0.3156			0.2486


			1965			688.2			0.2385			0.2068			0.1891			0.2225			0.2362			0.2362			0.2361			0.1959			0.2385			0.1761			0.1978			0.3064			0.3181			0.2613


			1966			757.2			0.2437			0.2135			0.1976			0.2274			0.2408			0.2408			0.2407			0.1975			0.2437			0.1859			0.2064			0.3083			0.3183			0.2651


			1967			811.7			0.2515			0.2210			0.2074			0.2338			0.2473			0.2473			0.2472			0.2053			0.2515			0.1891			0.2099			0.3246			0.3311			0.2850


			1968			870.0			0.2608			0.2307			0.2188			0.2418			0.2550			0.2550			0.2550			0.2146			0.2608			0.1967			0.2162			0.3388			0.3443			0.2969


			1969			949.4			0.2724			0.2436			0.2298			0.2562			0.2655			0.2656			0.2655			0.2271			0.2724			0.2080			0.2304			0.3477			0.3511			0.3163


			1970			1,013.7			0.2870			0.2581			0.2427			0.2704			0.2782			0.2782			0.2781			0.2449			0.2870			0.2263			0.2465			0.3656			0.3684			0.3416


			1971			1,081.7			0.3019			0.2747			0.2565			0.2869			0.2913			0.2913			0.2912			0.2648			0.3019			0.2455			0.2663			0.3824			0.3864			0.3569


			1972			1,178.5			0.3165			0.2926			0.2797			0.2998			0.3032			0.3032			0.3031			0.2806			0.3165			0.2660			0.2850			0.3900			0.3932			0.3735


			1973			1,313.6			0.3310			0.3095			0.3006			0.3137			0.3153			0.3153			0.3152			0.2962			0.3310			0.2818			0.3015			0.4121			0.4175			0.3884


			1974			1,441.7			0.3545			0.3345			0.3248			0.3388			0.3400			0.3400			0.3399			0.3234			0.3545			0.3000			0.3195			0.4300			0.4345			0.4115


			1975			1,559.2			0.3898			0.3679			0.3612			0.3704			0.3733			0.3733			0.3732			0.3602			0.3898			0.3280			0.3478			0.4822			0.4835			0.4772


			1976			1,735.9			0.4179			0.3949			0.3878			0.3972			0.3979			0.3979			0.3978			0.3896			0.4179			0.3554			0.3779			0.5138			0.5143			0.5119


			1977			1,974.6			0.4505			0.4282			0.4234			0.4297			0.4297			0.4298			0.4296			0.4210			0.4505			0.3952			0.4164			0.5594			0.5634			0.5450


			1978			2,219.5			0.4811			0.4561			0.4527			0.4571			0.4585			0.4586			0.4584			0.4485			0.4811			0.4184			0.4389			0.5863			0.5927			0.5653


			1979			2,504.9			0.5186			0.4935			0.4925			0.4937			0.4953			0.4954			0.4952			0.4848			0.5186			0.4432			0.4696			0.6390			0.6477			0.6096


			1980			2,731.8			0.5632			0.5432			0.5476			0.5420			0.5458			0.5458			0.5457			0.5381			0.5632			0.4817			0.5071			0.6915			0.6969			0.6706


			1981			3,060.3			0.6174			0.6000			0.6104			0.5969			0.5972			0.5972			0.5971			0.5970			0.6174			0.5424			0.5666			0.7573			0.7631			0.7327


			1982			3,231.1			0.6596			0.6411			0.6590			0.6354			0.6340			0.6340			0.6339			0.6420			0.6596			0.5729			0.5994			0.8197			0.8239			0.7966


			1983			3,441.7			0.6892			0.6716			0.6899			0.6655			0.6633			0.6633			0.6632			0.6735			0.6892			0.6018			0.6267			0.8598			0.8637			0.8325


			1984			3,846.5			0.7150			0.7039			0.7368			0.6927			0.6890			0.6890			0.6888			0.7027			0.7150			0.6200			0.6517			0.8949			0.9033			0.8413


			1985			4,141.6			0.7382			0.7278			0.7662			0.7148			0.7120			0.7120			0.7117			0.7286			0.7382			0.6438			0.6725			0.9065			0.9153			0.8532


			1986			4,398.3			0.7558			0.7453			0.7744			0.7347			0.7319			0.7319			0.7316			0.7510			0.7558			0.6582			0.6880			0.8890			0.8933			0.8583


			1987			4,653.9			0.7758			0.7655			0.7839			0.7586			0.7546			0.7546			0.7545			0.7817			0.7758			0.6793			0.7125			0.8742			0.8750			0.8687


			1988			5,016.6			0.8008			0.7896			0.7977			0.7866			0.7840			0.7840			0.7840			0.8060			0.8008			0.7049			0.7407			0.8693			0.8639			0.9015


			1989			5,406.6			0.8318			0.8199			0.8227			0.8188			0.8185			0.8185			0.8188			0.8314			0.8318			0.7382			0.7708			0.8878			0.8805			0.9367


			1990			5,738.4			0.8634			0.8479			0.8448			0.8488			0.8542			0.8542			0.8547			0.8641			0.8634			0.7661			0.7919			0.9046			0.8969			0.9517


			1991			5,927.9			0.8953			0.8836			0.8835			0.8836			0.8897			0.8897			0.8899			0.8912			0.8953			0.8116			0.8336			0.9322			0.9247			0.9737


			1992			6,221.7			0.9160			0.9107			0.9123			0.9103			0.9131			0.9131			0.9130			0.9031			0.9160			0.8339			0.8665			0.9405			0.9348			0.9643


			1993			6,560.9			0.9392			0.9349			0.9267			0.9370			0.9385			0.9386			0.9383			0.9256			0.9392			0.8791			0.9083			0.9568			0.9537			0.9694


			1994			6,948.8			0.9608			0.9553			0.9453			0.9577			0.9589			0.9590			0.9586			0.9493			0.9608			0.9217			0.9381			0.9741			0.9726			0.9800


			1995			7,322.6			0.9811			0.9776			0.9653			0.9804			0.9804			0.9804			0.9804			0.9780			0.9811			0.9489			0.9661			0.9908			0.9890			0.9962


			1996			7,700.1			1.0000			1.0000			1.0000			1.0000			1.0000			1.0000			1.0000			1.0000			1.0000			1.0000			1.0000			1.0000			1.0000			1.0000


			1997			8,182.8			1.0170			1.0183			1.0196			1.0180			1.0188			1.0188			1.0189			1.0190			1.0170			1.0144			1.0102			0.9865			0.9863			0.9870


			1998			8,636.3			1.0300			1.0298			1.0308			1.0296			1.0292			1.0292			1.0292			1.0368			1.0300			1.0421			1.0314			0.9746			0.9743			0.9757


			1999			9,115.4			1.0434			1.0472			1.0446			1.0478			1.0487			1.0487			1.0487			1.0588			1.0434			1.0556			1.0432			0.9874			0.9870			0.9884


			2000			9,571.9			1.0590			1.0714			1.0613			1.0734			1.0771			1.0771			1.0771			1.0883			1.0590			1.0714			1.0593			1.0022			1.0018			1.0032


			2001			10,041.3			1.0802			1.0960			1.0818			1.0987			1.1029			1.1029			1.1030			1.1166			1.0802			1.0929			1.0801			1.0222			1.0218			1.0233


			2002			10,502.4			1.1018			1.1218			1.1033			1.1254			1.1305			1.1305			1.1306			1.1453			1.1018			1.1147			1.1009			1.0426			1.0422			1.0437


			2003			10,982.8			1.1238			1.1491			1.1244			1.1538			1.1599			1.1599			1.1600			1.1752			1.1238			1.1370			1.1213			1.0635			1.0631			1.0646


			2004			11,502.0			1.1463			1.1774			1.1466			1.1832			1.1901			1.1900			1.1902			1.2057			1.1463			1.1598			1.1428			1.0848			1.0844			1.0859


			2005			12,084.5			1.1692			1.2065			1.1697			1.2135			1.2210			1.2209			1.2211			1.2370			1.1692			1.1829			1.1654			1.1064			1.1060			1.1076


						Note: Constant dollar research and development outlays are based on the GDP deflator.


						Note: GDP, percentages of GDP, deflators and constant dollar amounts for years prior to 1960 are OMB estimates based on detailed historical GDP series for which revised data are not yet available from the Bureau of Economic Analysis. For additional detail
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DoD Outlays


			


			Sum of Total Defense			Year


						1940			1941			1942			1943			1944			1945			1946			1947			1948			1949			1950			1951			1952			1953			1954			1955			1956			1957			1958			1959			1960			1961			1962			1963			1964			1965			1966			1967			1968			1969			1970			1971			1972			1973			1974			1975			1976			1977			1978			1979			1980			1981			1982			1983			1984			1985			1986			1987			1988			1989			1990			1991			1992			1993			1994			1995			1996			1997			1998			1999			2000			2001			2002			2003			2004			2005			Grand Total


			Total			0.065			0.0819			0.1003			0.12			0.1236			0.1161			0.1023			0.1029			0.0965			0.1057			0.1085			0.1231			0.132			0.1408			0.1422			0.1439			0.1535			0.1609			0.1683			0.1758			0.1717			0.1757			0.1794			0.1876			0.1895			0.1891			0.1976			0.2074			0.2188			0.2298			0.2427			0.2565			0.2797			0.3006			0.3248			0.3612			0.3878			0.4234			0.4527			0.4925			0.5476			0.6104			0.659			0.6899			0.7368			0.7662			0.7744			0.7839			0.7977			0.8227			0.8448			0.8835			0.9123			0.9267			0.9453			0.9653			1			1.0196			1.0308			1.0446			1.0613			1.0818			1.1033			1.1244			1.1466			1.1697			31.3804


			CB01			0.061			0.077			0.095			0.113			0.116			0.109			0.096			0.097			0.091			0.100			0.102			0.116			0.124			0.133			0.134			0.136			0.145			0.152			0.159			0.166			0.162			0.166			0.169			0.177			0.179			0.178			0.186			0.195			0.206			0.217			0.229			0.242			0.264			0.283			0.306			0.340			0.365			0.399			0.427			0.464			0.516			0.575			0.621			0.650			0.694			0.722			0.730			0.739			0.752			0.775			0.796			0.832			0.860			0.873			0.891			0.910			0.942			0.961			0.971			0.984			1			1.019			1.040			1.059			1.080			1.102


			DoD Outlays TY$			0			0			0			0			0			0			0			0			0			0			0			0			0			0			0			0			0			0			0			0			0			0			50			51			53			49			57			70			80			81			80			77			78			75			78			85			88			95			102			114			131			154			181			204			221			245			265			274			282			295			290			262			287			279			269			259			253			258			256			261			277			277			284			293			302			316


			CB01 DoD Outlays			- 0			- 0			- 0			- 0			- 0			- 0			- 0			- 0			- 0			- 0			- 0			- 0			- 0			- 0			- 0			- 0			- 0			- 0			- 0			- 0			- 0			- 0			296			289			295			274			304			359			390			373			350			321			295			265			254			249			241			238			240			245			254			268			291			314			318			340			364			371			375			380			364			315			334			319			302			285			269			269			264			266			277			272			273			277			279			287


			Defense Outlays TY$			2			6			26			67			79			83			43			13			9			13			14			24			46			53			49			43			43			45			47			49			48			50			52			53			55			51			58			71			82			82			82			79			79			77			79			87			90			97			104			116			134			158			185			210			227			253			273			282			290			304			299			273			298			291			282			272			266			271			268			275			291			291			298			307			317			331


			CB 01 Defense Outlays			27			83			271			590			680			758			443			132			100			132			134			203			371			398			368			315			294			300			295			296			297			300			310			302			307			284			312			365			397			381			357			326			300			271			259			254			245			244			245			251			260			274			298			323			328			350			375			382			386			392			376			328			347			333			316			299			282			282			276			279			291			286			287			290			293			300


			Total Outlays TY$			9			14			35			79			91			93			55			34			30			39			43			46			68			76			71			68			71			77			82			92			92			98			107			111			119			118			135			157			178			184			196			210			231			246			269			332			372			409			459			504			591			678			746			808			852			946			990			1,004			1,064			1,144			1,253			1,324			1,382			1,410			1,462			1,516			1,561			1,601			1,653			1,703			1,790			1,835			1,895			1,963			2,041			2,125


			CB01 Total Outlays			155			177			372			695			784			848			573			356			327			390			416			392			544			574			529			505			488			505			520			556			570			590			632			630			664			664			723			806			864			848			856			870			875			867			880			976			1,017			1,026			1,075			1,086			1,145			1,179			1,201			1,244			1,227			1,311			1,357			1,359			1,416			1,475			1,574			1,591			1,607			1,614			1,641			1,667			1,656			1,667			1,702			1,730			1,790			1,800			1,823			1,853			1,889			1,928
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