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Restructuring the “Outputs”
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One of the major aspirations of the initial PPBS
effort was to focus Defense Department decision-
making on ‘outputs” rather than “inputs.” As
Alain Enthoven and Wayne Smith noted: Indeed, or-
ganizing information along lines that would be use-
ful to political leaders was a main purpose of PPBS
in the Pentagon. For example, PPBS translated the
defense budget from inputs, such as procurement
and personnel, into forces, such as strategic retaliato-
ry forces and airlift and sealift forces, and from
forces into outputs, such as targets destroyed or
troops deployed.?
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The major vehicle used to make this rather
significant transformation in thinking and orientation
was the Five Year Defense Program ( FYDP) .
The intent of this effort was to address a major
shortcoming identified by General Maxwell Taylor
who had argued in his 1959 book The Uncertain
Trumpet that, “we look at our forces horizontally
when we think of combat functions, but we view
them vertically in developing the defense budget.” 4
It was an astute observation with broad implications,
but with narrow understanding by many making
defense policy.
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T [#EERAR] - RERERIEDEE T2
BRI G ERE o ZREEURBIYER R 2L
Fr A SR AT E HERI LAY - BIRECE
FREZEIK [ | (whiz kids ) JEERSCR1 2547
 BREEMIE LR [RHHT | B ( systems
analysis ) © ° B SCRD S0 B BT BRAR B 2R B n LG
— 2 PRI ~ SIS = R R
i gs o TR [EIPGTHE R ( defense
budgeting ) - B FEHEHBIRZMAHRM | - ©

THEHFE ( the budgeting process ) T~&—1E [%#
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Following the election of President Kennedy,
General Taylor was recalled to active duty as the
“ Military Representative of the President,” and
eventually returned the Pentagon as the Chairman of
the Joint Chiefs of Staff. Taylor became a central
figure in the new defense management team assem-
bled by Secretary McNamara that included McNam-

ara's “whiz kids,” Enthoven and Smith, who ran

the newly created office of “systems analysis.” *
Enthoven and Smith clearly shared Taylor's perspe-
ctive that defense strategy, forces, and budgeting
were only tenuously connected. In their view,
“defense budgeting was, in effect, conceived as

% and

being largely unrelated to military strategy,”
that rather than “a mechanism for integrating stra-
tegy, forces and costs, it ( the budgeting process )
was essentially a book-keeping device for dividing
funds between the services and accounts and a blunt
instrument for keeping a lid on defense spending.” 10
—FIBEPGHER - 2SR ER A 225 2 —
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Upon arrival at the Pentagon, an immediate
problem perceived by McNamara and his manage-
ment team was the absence of an accounting system
capturing the full range of costs associated with
various forces and weapons systems.” Although
accounting categories existed for preparing and
presenting budget requests to Congress, these were
not uniform among the services. Research and
procurement costs of weapons were available, but
additional related costs such as longer-term operat-
ing, manning, maintenance, training, and facilities
costs, generally were not. More bothersome, there
was neither an established basis for comparing the
cost-effectiveness among weapons in different servi-
ces performing similar missions, nor a decision stru-
cture for making trade-offs.
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To provide a structure for developing goals and
objectives within the mission areas representing the
desired “output” of the Defense Department, while
simultaneously capturing holistic systems costs for
analytical and comparative purposes, McNamara and
his staff developed the Five Year Defense Plan. This
riginal FYDP structure was built around ten major
force programs ( MFPs ) identifying the principal
missions the armed forces of that period needed to
perform. Within MFPs, specific units or systems
providing the desired outputs were identified as
“program elements” commonly referred to as PEs.
The resources required for each PE, such as manpo-
wer, construction, operations, development, and pro-
curement, were identified and extended five years
into the future, a period covering the current budget
year being developed and the four years to follow.
Extending the programs in this manner allowed the
Pentagon leadership to make determinations on when
systems or forces were to be phased out, and new
forces phased in if there was an expectation of a
continuing need for a particular output. Graphically,
the FYDP structure of “horizontal”

outputs cross-

ing “vertical” inputs is shown in Figure 1:
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Establishing the FYDP structure in this way,
and focusing it on aggregations of forces and activ-
ities more closely related to missions and outputs,
was considered by many to be the major contribution
of the entire PPBS effort. As Enthoven and Smith
“The FYDP
provided a vehicle by which the Secretary of Defe-

described the intent of the concept,

nse could make program decisions and tie them into
the preparation of the annual budget.” ' A senior
military officer working in the Pentagon at the time
the FYDP was established stated that even with the
passage of nearly forty years, he still considered this
attempt to evaluate program output to have been the
most significant of the period."” Dr. Schlesinger writ-
ing in the late 1960s expressed support for the
the

output-ordering of expenditures represents an enor-

113

concept the FYDP represented stating that,

* 5 % 7
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mous structural improvement.” ' He added further

elaboration in noting, “OSD hopes to make better

choices by doing a variety of things —among them,
(1) looking at the cost im plications of alternative
decisions, (2)costing and thinking in terms of “pro-
and (3)

considering alternatives and trade-offs systemat-

grams” rather than “input categories,”

ically.” * These remain fundamental views he
retains over thirty years later.

[ LAEERGRTE | AT E R A
155 T 28 T el P PR R AN PR, « ()BT v S S T
[EZL R | T RE S ISR
(2)% PR AR H B SRR HE . o 58 — TR PRE e e
[EPGETE1EE | (DPG) ZiEREER - A
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There are two fundamental challenges to mana-
ging and integrating the defense program using the
horizontal mechanism represented by the FYDP: (1)
re-defining and updating the MFPs themselves to
make them more reflective of the current strategic
environment; and (2)providing guidance on expected
outputs and outcomes. The second challenge will be
discussed later as it relates to the structure of the
Defense Planning Guidance ( DPG) .

| TR K [EEESJEHE | KEE
SNSRI AT I AR R (B ) AH
Al 5 TEAERIPGRTE ] A — R OO e
T HEE SRR R R - B
SURE B 1988 1 1989 & & 4F B 121
FEH R o BIETREGE H IR Mz B AIFER
MR EERER IR IRE RE - HRErF S BIPGERAT
TR B [ | - RPN B AR ALER
BRI Ry ] REME -

The ten MFPs shown in Figure 1 are, for the
most part, the same mission areas, or outputs, that
were identified in the McNamara period. The only
truly significant change to the FYDP structure has
been the addition of MFP 11, Special Operations
Forces,
Defense Authorization Act for Fiscal Years 1988/89.

* The intent of Congress in taking this step was to

a change directed by Congress in the

give additional visibility to special operations forces,
believed to be an increasingly important “output”
expected from the department, and increase the like-
lihood of support for these forces across the services.
an [EZEEEHE | BE R EAEHRR D
BT T LB S IR T JE A T £ TR - TR
N7 o it Al 1 99 35 50 S R 388 2 DU - 20 A R
W& ~ B S BHER R B A AR R B R DU ©
an > sy, [ A% | (all-volunteer force )
% [ NEMERE | (personnel ) TEHH#EFSAT{E
R BFREFRIEET RGN [ERIGE |
(‘health care ) T8 H 7E B[/ A 2077 hE 12 6 A
RN E AR - 205 BBl e £ 25
THHEE 0 [EHEER | (general-purpose
forces ) —Fr) » 25 HAHH i FTakam AR 2 (R ER
(EF5 1S AT REE IR o ATHER RS 22 5 et
REMORIRSRT: ¢ [ 328 B W Z SR (5
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If the MFPs were intended to identify the major
missions that the Defense Department was to per-
form in executing its strategy, then the current stru-
cture inadequately reflects the enormous changes
that have occurred in the strategic, domestic, and
technological environments over the past forty years.

For example, after transitioning to an all-volunteer
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force, personnel pose a significantly different and
important category than earlier. Health care has now
emerged as a major item of expense for the departm-
ent as it struggles to control costs and meet expectat-
ions. Finally, general-purpose forces may be too
broad a term for the numerous operational missions
currently being addressed by the services. A recently
retired Air Force General summed up the situation
recently by stating that “the US military today lacks

clear, mission-oriented focus.” *

EfF—EAEEE =T NS ERE
FRRAE BAREER [EL 8 [AFER
Prat | BPHEMRESERE - PUA0 - R - 3
(B30 P R (5 R = 2 PSR Pa e A H
AR B AR E RN ] RE S BB - fEE O%F
R0 B B e B A G B B R T ELRR
K53 B E AT RERR R A THE T K 5 MERITEREE
fE TR | AR R R e B - A
AISE R TR B e 5 PR T DT ERZ A -
EME [RIEBHRETEE | (mission budgeting )
B3 1 E T O - R A] o

It is worth noting that over the last three
decades there have been occasional efforts to
consider introducing FYDP and budgeting structures
even more representative of intended strategic outp-
uts. For example, during the Cold War, the major
focus of US general-purpose forces was the NATO
defeat of a potential Soviet attack in Europe. Indeed,
during the 70s some in Congress encouraged the
Defense Department to partition its budget requests
into each of the several potential theaters of operation.

DoD resisted these efforts on the basis that the

“ general purpose forces” were not earmarked
exclusively for a particular theater, but would be
used where needed. This *“ mission budgeting”
approach currently has few proponents outside
academia.

B - HESRE [EEEEE | & [FHE
R WEEREE  FRNEZERY - £
BTt E | M2 [FHEER | NEESRER
R AHY » B iR EH BURFT 5,000 E 5 5544+
1,000 f& [FFEEFR | AHEKER [ LEBEET
= BREF - HEBHEEAARTE (inactive) ©
R 83%AB R L B [FFEER | H=FH K5
TEVERGERBR A Al - HRIKFERilie (OSD
) RO 5 i BE %5 ) ( Defense Health Activity —
DHA) ° 73 BoAa &l #it == MBI PG B B 5t &
BRI BB IR ~ B % 25 b Bt
R = HAEH R BRI - SRR RIEIDG
7 el SRR B R B AR B H (E - HIRDRR
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TEPAM S i A i R B R e EL T SR i R e —
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There is also concern about the number and
distribution of the smaller program elements compr-
ising the historic MFPs. Within the MFPs, an enorm-
ous number of PE’ s have slowly developed, curre-
ntly numbering slightly less than five thousand. Ano-
ther thousand are carried in the FYDP database, but
are “inactive.” The overwhelming majority of these
PE's, nearly 83%, are associated with the three serv-
ices and the special operations forces. The next high-

est number of PE's is owned by OSD itself followed
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by the Defense Health Activity ( DHA ) .The comb-
ined PE's assigned to OSD and DHA are nearly
twice the number of the combined PE's assigned to
the Defense Intelligence Agency, the National
Security Agency, and Defense Logistics Agency.
This suggests that the number and distribution of the
PE's merit some re-examination given the increased
importance of defense intelligence and the size of
defense logistics. Given that we are in a period when
the needs of intelligence seem to be relatively large
and expanding, while this area's programmatic impo-

rtance is reflected in a relatively small number of

program elements, suggests a potential disconnect.

SRAERD - BEE (DY [FHEEER] NER

AERRIUR 1 5F% [RHEER | SEREEINEN
[EELIEE] o MR PARMEE LIS
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An internal examination by the Army of its
PE's a few years ago indicated that many were
assigned to the wrong MFPs, and few had been
updated to reflect the changed circumstances
following the end of the Cold War. Since PE's
should reflect the fundamental building blocks
providing military capability to an MFP, having
them misaligned or mis-assigned would potentially
distort results and hamper the identification of major

issues deserving senior leadership attention.
BAERES R & ( William Cohen ) JEZKHE

£ > 1997 £ IUERPG# R ( QDR ) AR —
TH B EORS GR AR SR [ AR SO BB

( Shape, Respond, and Prepare) ZESR T HIE
Fy o > IIEERIS R 202 | B RRIRE R H
TR ~ PR~ FIR ~ RV ERUR AT
FAHE » FERAR R E ~ R EBEE
B SRR RIS B RSHA RS o [ SOE | RIS T

EHEHEFEFHRR - CEEREES - 10
1991 F G - B/ NFIEZEFEE/F (SSCs)

Ayt B e o [l AUSEARLLEA
LB > DA AR AT B i SR -

The Quadrennial Defense Review ( QDR ) of
1997 established a defense strategy frequently
described by Defense Secretary William Cohen as
built around the needs to: “Shape, Respond, and

Prepare.” * The “ shaping” component of this
strategy was built around daily contacts, exercises,
training, arms cooperation, and forward deployments
where military forces serve as instruments promoting
promoting regional stability, reducing potential
threats, and deterring aggression and coercion.
“Responding” referenced the mission to execute
the full spectrum of more traditional military
missions from major theater warfare, such as the
1991 Gulf War, to smaller-scale contingencies, such
as Haiti and Bosnia. “Preparing” focused on the
necessity of modernizing the force to meet the more
likely future threats and challenges.
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Within each of these categories resides a certain
set of mission requirements. A major criticism of the
QDR was that although it identified a separate
discrete need to address the burdens of the small-
scale contingencies ( SSCs) , it made no adjustm-
ents to the force structure to meet this need. Indeed,
given the concern that the services were too heavily
engaged in these SSCs, many of the decisions the
QDR did make -- such as further reductions in Army
active and reserve manpower-seemed to many to
be inconsistent with the declared strategic need. For
example, the National Defense Panel ( NDP)
critique of the QDR, a critique required by the
legislation establishing the NDP, declared that:

( PHEE BB AEAR ) FiThiE 3L B £ BRI A
AN B S Bl AR 28 5 BRI T e R B
PEfE TS S ARG o PRE R EG (MTW
) BEAY » SR E NS ZE 5 B I
% ~ {78 E ( OPTEMPO) K &) 8 M & (
PERSTEMPO ) {3 EERAZETEK « ZRIM - ey Hh
I E RIS B — U B S A5~ TERRL S b PRl
PRI 55— Ui PR I FET MR T 493 7
The strategy [ of the QDR ] provides a much

richer view of the challenges facing the DOD in
asymmetric warfare and Smaller-Scale Conting-
encies ( SSCs) . In addition to the dangers of Major
Theater Warfare ( MTW ) it also recognizes the
significant demands SSCs place on force structure,
Operation Tempo ( OPTEMPO ) , and Personnel
Tempo ( PERSTEMPO ) . However, in the report
there is insufficient connectivity between strategy on
and force structure,

the one hand, operational

concepts, and procurement decisions on the other.

52 B SRt VYA B REARIS T it Re -

B ARG A TG R LR R R
38 Lot R R B T R B A B 1 L /H B RS AR
—HRE A PPB HllE 2 o | M {EERZANMATEERL ?

In describing the attributes of the force structure
that the QDR had recognized, but not incorporated
into its program adjustments, the NDP noted that,

“ These same dynamics that describe our forces
must be imbedded in the Planning, Programming
and Budgeting System ( PPBS) as well as the
acquisition process.” * How might this have
been done?

BIEMS R EYIRTE ~ THREEAARRYER
WS RS - RIS e [ WFBIRTE
SRRy [EZLODENE ] o B 2 BIfERRIE (EEE
ELEEIIB T © & VAR BRI AR AR I B 71
% [FIREEHRE [ FEREPEE ] WEEEH
TEHE > DAL E 1960 SR LA AT 8 A 1 51
TrE R

One step that could be taken to better link the
defense program and budget to the declared strategy
would have been a redefinition of the FYDP MFPs.
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Figure 2 shows how this might have been reflected
after the QDR capturing its strategic direction while

simultaneously adjusting the FYDP's major output

categories to mirror the significant external changes

that have occurred since the early 1960s:
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A restructuring of the FYDP along these lines
would have better aligned it to the outputs expected

from the QDR strategy. Program 1, Strategic Forces,

still the subject of significant adjustments and treaty
efforts,

component of the defense program for some time to

such as START III, will remain a major

come. Program 2 would focus on the forces and
equipment required to fight the MTWs that the QDR
retained as a major mission. Program 3, by contrast,
would contain forces primarily necessary for dealing
with the small-scale contingencies, while Program 4
forces would retain those dedicated to Special
Operations. Program 5 would balance the strategic
deployability needs of the overall force. Together,
these five programs comprise the “teeth” of the
defense program.
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The next six MFPs reflect the department's tail.
Program 6, Intelligence and C41, makes more visible
the increasingly significant intelligence, command
and control structures needed to operationalize any
network centric warfare concept. Program 7, Science
and Technology, highlights the fundamental research
effort necessary to seed future capabilities that
underlay the QDR's expressed desire to transform
the force in a manner capturing the promise of the
Revolution in Military Affairs (RMA). Program 8§,
Medical, would recognize the size and significance

of the central elements of the defense health prog-

ram, which has grown to over $17 billion and has
been the subject of increasing scrutiny since its con-
solidation in the early 1990s under the management
of an Assistant Secretary of Defense. Program 9,
Central Supply and Maintenance, needs significant
attention. Program 10, Personnel, would reflect the
simple realization that we transitioned to an all-
volunteer force nearly thirty years ago, and attracting
the right numbers of new recruits meeting establis-
hed quality standards is an increasingly difficult task.
3 Program 11, International Activities, would capt-
ure the wide range of on-going training and security
support activities that continue to attract defense
attention and budgetary resources. Together, these
six programs comprise the “tail” of the defense
program. These “tail” programs are the ones that
have received less concentrated attention over time
even as they have grown to consume a larger share
of the budget. Moreover, these programs are the one-
smost amenable to business-based solutions having
more identifiable metrics and reward structures.
LGERE 5 R R TL AR B a3 A MEERE AT
BBl RARAS i PR e B L i AT A BERRS H 1 77
LAt & - [FJIRS BE REm A 1o 43RG 35 B R A T
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Structuring the FYDP in this manner not only
aligns the department's most fundamental budgetary
structure with its declared strategic intent, but it also
more clearly differentiates the programs that provide
combat capability from support. Numerous reports
have been released suggesting that as much as
60-70% of the DoD budget is dedicated to the infra-
structure and support activities that comprise the
defense “tail.” ** One reason that this proportion

(or disproportion ) has proved so difficult to reduce
is that the current FYDP structure and underlying PE
distribution, and the absence of sufficient transpare-
ncy, masks the dimension of the problem. The
General Accounting Office determined, for instance,
that up to 45% of active duty military personnel,
about 660 thousand people, were assigned to infras-
tructure activities.”® Carefully analyzing the size,
scope, and content of the support infrastructure, and
making it more visible, would be a useful first step
in reducing it.
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A restructure of the FYDP in this manner obvi-
ously would be a complex undertaking, particularly
if the amount of detail currently contained were reta-
ined. Furthermore, how to categorize and assign cer-
tain forces and their related program elements would
be a matter of debate. Are carrier battle groups, to
use but one example, to be considered Major Theater
War forces in Program 2, or Intervention and Prese-
nce forces in Program 3? Obviously, in some ways
they can perform either function depending on the
circumstance. The carrier deployment to the Taiwan
Straits in 1996 demonstrated an intervention and
presence capability that calmed a brewing crisis by
providing visible presence. Had circumstances devel-
oped differently, however, the carriers would have
been the leading edge of a major theater war force.
In the Bottom Up Review (BUR), the precursor to
the QDR, then Secretary Aspin included one additio-
nal carrier in the approved Navy force structure over
and above the warfighting needs, explicitly to meet
the needs of “presence.” The purpose of having
an output orientation is to offer options to decision-
makers on how they want to allocate assets and

distribute risks.
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The QDR recognized the different demands on
the force posed by MTWs and SSCs, and if there is
one lesson the Department should have learned over
the years it is that “one size usually does not fit
all”
Schlesinger once observed:
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In force planning the paramount question rem-

when it comes to force structure. As James

ains: In what war or conflict will the forces be
engaged? Are the forces to be optimized for a
specific kind of conflict, and, if so, which one?
Optimization of forces for what appears to be the
most probable or most threatening conflict will, no
doubt,

engagement, but may do so at the expense of their

enhance the capability for that type of

general purpose utility. Despite the vast improvem-
ent of the general purpose forces in the past five
years, there is some question as to whether OSD has

been sufficiently alert to this point.”’

BT ] s P S RS T G T AR R T4

BRG] i ok B B
FIFELMAREAEAES AR R (TR BETT 2
RIS HIEIRER N LG22 - BRETRL LR
RN - FERSET [RISANRHEA S & S
SRR | o * IAERPGEHER E R
AR ST — S R o
Organizing the FYDP so that it acknowledges
this point, and clearly reflects it, would make all in
the Pentagon and Congress considerably more alert
to the capabilities they are likely to get for the price
they are willing to pay. One authority on strategic
planning once noted that in business “ the link
between strategies and programs themselves is
among the weakest” in the literature addressing the
topic.¥ The FYDP was intended to be a mechanism
establishing this link.
o
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