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Small agency with 500 PeopleSmall agency with 500 People

Culture is nonCulture is non--partisanpartisan

Serves as institutional memory for the Executive Serves as institutional memory for the Executive 
Office of the PresidentOffice of the President

Budget, legislative, management, and regulatory Budget, legislative, management, and regulatory 
responsibilitiesresponsibilities

Plays a key crossPlays a key cross--cutting role in conflict cutting role in conflict 
resolutionresolution

OMB: Who We AreOMB: Who We Are

A role similar to OSD (Comptroller) and OSD(PA&E), but for 
entire federal government
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The Federal Budget PictureThe Federal Budget Picture

Annual budget process focuses on discretionary spending, or $1.3Annual budget process focuses on discretionary spending, or $1.3
trillion (45%) of the $2.6 trillion FY 2008 estimate (w/ trillion (45%) of the $2.6 trillion FY 2008 estimate (w/ 
supplementals) supplementals) 

Remaining $1.6 trillion (55%) of the budget is comprised of Remaining $1.6 trillion (55%) of the budget is comprised of 
mandatory programs, a major driver of fiscal deficitmandatory programs, a major driver of fiscal deficit

This Administration increased spending on defense and homeland This Administration increased spending on defense and homeland 
security to more than half of total discretionary budgetsecurity to more than half of total discretionary budget

All other discretionary programs held to low or no growthAll other discretionary programs held to low or no growth

Increases in defense spending and rising mandatory outlays have Increases in defense spending and rising mandatory outlays have 
been balanced by low interest rates, strong GDP, and a recent been balanced by low interest rates, strong GDP, and a recent 
boost in revenues boost in revenues –– prepre--recessionrecession

FY 2008 estimated deficit FY 2008 estimated deficit ---- $410B.  Future trends show $410B.  Future trends show 
increasing deficit if no changes are madeincreasing deficit if no changes are made

Presenter�
Presentation Notes�
- Mandatory programs cannot �
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Fiscal Futures (excluding Fiscal Futures (excluding 
Supplementals)Supplementals)
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President's Budget FYDP Projections vs. Actual Defense Budget FY80-05 (FY05$)
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Budget Forecasting: The Difficulties

Latest projection

Presenter�
Presentation Notes�
Explain chart
	-- Constant $
	- FYDP predictions, dotted lines
                  -- Base budget only

The problem – our record is not very good.  We project the present into the future – miss major turning points

1970s – Missed build up
1980s – predicted continued growth even after budget stagnated.
1990s – Missed turn around

2000s – Early growth levels off, No long term growth, all in supp
�
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$ billions

Presenter�
Presentation Notes�
Let’s now shif focus to the DoD budget�
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Procurement Funding in Procurement Funding in 
SupplementalsSupplementals
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Military Pay and Benefits Military Pay and Benefits 
Average Pay and Benefits per Active Duty Military Member
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Presenter�
Presentation Notes�
TRhese are fixed costs�
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Procurement has been the bill Procurement has been the bill 
payer in budget downturnspayer in budget downturns
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Addendum: Reforming the Acquisition Addendum: Reforming the Acquisition 
SystemSystem

Roles and Mission Comm. 1995
Revised DoDI  2000
Spiral development 2002
Contracting Reforms 2006

Contracting scandals, cost growth, 
schedule slippage

Presenter�
Presentation Notes�
I want to talk briefly  about acquisition reform because that affects the acquisition community so profoundly.

Defense acquisition is a perpetual scandal.  It’s th nature of the process – a single buyer, need to push the technological envelope, lives at stake, availability of public funds
As a result there have been constant efforts at reform. Everything has been tried or thought of. 
Thus the saying: “Today’s problem was yesterday’s solution.”

The stage is set for another round of reform.
[build]
I have tried to tell the political class that reform is a tradeoff.

Can increase oversight, expand gov’t capabilities, and reduce technological risk
Tradeoff is longer acquisition cycles and increased overhead          �
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Questions?Questions?
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Overlapping Budget ProcessOverlapping Budget Process

FY 2009 Budget

FY 2011 Budget

FY 2010 Budget

FY 2008 
Budget

Feb 2006                Oct 2006              Feb 2007                  Oct 2007               Feb 2008          Oct 2008                Feb 2009                Oct 2009 Feb 2010

FY 2008 Submission FY 2009 Submission FY 2010 Submission FY 2011 Submission

You Are Here

Congressional Process
-- Testimony & Hearings
-- Markups & Negotiation
-- Passage or Gridlock

Services Develop 
Request
-- Submit to OMB 

(Sept)

OMB Reviews Request
-- Joint Review
-- Director’s Review (Nov)
-- Negotiation

Budget Execution
-- Management Review
-- Supplemental Requests
-- Reprogrammings
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The Defense Topline The Defense Topline 
(in constant dollars)(in constant dollars)
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Defense Spending as a Defense Spending as a 
Percent of GDPPercent of GDP

0%

2%

4%

6%

8%

10%

12%

14%

16%

18%

20%

1
9
4
7

1
9
4
9

1
9
5
1

1
9
5
3

1
9
5
5

1
9
5
7

1
9
5
9

1
9
6
1

1
9
6
3

1
9
6
5

1
9
6
7

1
9
6
9

1
9
7
1

1
9
7
3

1
9
7
5

1
9
7
7

1
9
7
9

1
9
8
1

1
9
8
3

1
9
8
5

1
9
8
7

1
9
8
9

1
9
9
1

1
9
9
3

1
9
9
5

1
9
9
7

1
9
9
9

2
0
0
1

2
0
0
3

2
0
0
5

2
0
0
7

2
0
0
9

Korea

Global War on Terror

Vietnam

Reagan Buildup


	Slide Number 1
	Agenda
	OMB: Who We Are
	Slide Number 4
	The Federal Budget Picture
	Slide Number 7
	Fiscal Futures (excluding Supplementals)
	Slide Number 9
	Defense Topline: �Base Program vs. Supplementals
	Procurement Funding in Supplementals
	Military Pay and Benefits 
	Procurement has been the bill payer in budget downturns
	Addendum: Reforming the Acquisition System
	Questions?
	Overlapping Budget Process
	The Defense Topline �(in constant dollars)
	Defense Spending as a Percent of GDP

