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1.0 Introduction

The Deputy Under Secretary of the Air Force for International Affairs (SAF/IA) and the Assistant Secretary of the Air Force for Financial Management/Comptroller - Deputy Assistant Secretary (Budget) Directorate of Budget Investment - Security Assistance (SAF/FMBIS) contracted with BearingPoint, Inc. to assist with implementation and execution of the Performance Based Budgeting (PBB) effort for Foreign Military Sales (FMS) and Foreign Military Financing (FMF) administrative budgets.  

In support of those efforts, BearingPoint is tasked with assisting with all phases of the PBB cycle.  This ongoing support includes the development of a "lessons learned" document.  The intent of the document is to identify the circumstances that impede the efficient execution of the process steps within the PBB cycle and provide recommendations on overcoming those inhibitors.  It is intended to serve as a roadmap for future process improvement initiatives related to PBB.  It should also be noted that this document will focus primarily on the PBB portion of the overarching Planning, Programming, Budget, and Execution (PPBE) cycle.  

1.1 Background

The Department of Defense (DoD) utilizes the security cooperation program to provide defense items, services, and military training through cash and credit sales, grants, leases, and loans.  In Fiscal Year (FY) 2003, the Air Force, Army, Navy, and other defense organizations, known collectively as Implementing Agencies (IAs), had combined program sales of over $12.8 billion.
The Defense Security Cooperation Agency (DSCA) is responsible for coordinating and overseeing all FMS and FMF programs.  DSCA manages the FMS Administrative Trust Fund, which was developed to fund the FMS infrastructure and support the execution of all FMS activities.  The State Department manages the US Government grants designated for FMF.

Several stakeholders have voiced a need to develop more accountability and cost visibility into the FMS and FMF programs.  Most notably, the General Accounting Office (GAO) released a report in November 1999 entitled, Foreign Military Sales: Efforts to Improve Administration Hampered by Insufficient Information, which concluded, “…the DoD does not have sufficient information to determine the administrative costs associated with the FMS program.”  A bottoms up push from the IAs is also occurring in the form of separate costing initiatives which all seek to improve the fidelity of cost information and security cooperation management and operational data.  In addition, legislation such as the Government Performance and Results Act (GPRA) and the National Performance Review, show a trend toward more accountability in government operations.  DSCA leadership recognized that adopting a process that enables PBB is crucial to the health and continuance of the FMS and FMF programs.

The convergence of these events prompted DSCA to develop new budgeting and costing processes, entitled PBB and Performance Based Costing (PBC).  PBC relies on cost models that map the relationship between outputs and resource consumption and usage at the military department (MILDEP) level.  To support these efforts, BearingPoint was retained in June of 2000 to assist with the design, implementation, and documentation for the PBB cycle and in April of 2001 to build an optimum-costing infrastructure for the MILDEPs including the Air Force.  

1.2 Objectives of Performance Based Budgeting

The PBB process was designed around core functions that were developed collaboratively with the MILDEPs and other key stakeholders.  Through the use of the core functions and the now expanded use of Program Elements, DSCA is able to evaluate allocation of funding and the core security cooperation activities that those funds support.  

The objectives of the PBB effort are to:

· Develop a multi-year process to link budgets to corporate strategy, planning, performance measures, and execution

· Provide a basis for determining the annual FMS Administrative Trust Fund ceiling and allocating those funds

· Design a mechanism for developing DSCA-level corporate performance plans and IA-level operational performance plans

· Respond to inquiries and concerns from Congress, the Office of Management and Budget (OMB), and GAO

1.3 Purpose of Document

For the purposes of this project, DSCA devised strategies to build organization-wide commitment and support, while minimizing resistance, that contribute to the efficient execution of the PBB cycle.  This process is considered a major initiative within both DSCA and the Air Force, and has faced a variety of implementation challenges.  This document reviews the events of the FY04/05 PBB cycle and provides insight on how various processes within the PBB cycle can be improved in subsequent years.

The purpose of documenting the existing circumstances and identifying recommendations for improvement is to bring attention to the variety of obstacles that may cause the PBB process to deviate from the ultimate goal of linking budgets to corporate strategy, planning, performance measures, and execution.  Additionally, BearingPoint will use this document to provide an impartial analysis of existing business issues and make suggestions for improvement.  Some of the recommendations provided will be “quick fix” solutions, while others will be longer-term efforts.  Sections two and three will discuss inhibitors and process improvement recommendations related to each step of the PBB process.

It must be noted that lessons learned related to suspenses, and how to better meet them, are not included and/or addressed in this document.  Suspenses are generally set by higher headquarters and are geared towards supporting their internal timelines.  As such, SAF has little to no ability to influence those deadlines and lessons learned about the impact of short suspenses are of diminishing value. 

1.4 Process

This document contains inputs garnered from the BearingPoint personnel that support SAF/IA and AFSAC. Inputs from these personnel were received and reviewed by BearingPoint resources to ensure the input accurately represented the associated process.  The resultant issue was also reviewed to ensure that its inclusion in the documents would add value and was of sufficient magnitude to warrant inclusion.  The inputs were then summarized as needed and included in the Lessons Learned Document.  

To develop a more inclusive document and enhance its value, the next iteration of this document will include expanded or new sections on Planning, Programming, Budgeting, and Execution (PPBE). Additionally, inputs for inclusion in the document will be solicited from across the Air Force Security Assistance community.  These inputs will help give the process stakeholders and user groups a better understanding of the issues and challenges encountered during the PPBE cycle. That understanding will in turn help drive improvements in the associated processes.
2.0 Planning and Programming

The Planning and Programming stage consists of the development of goals and objectives for DSCA and IAs.  This stage establishes priorities based on National Security Strategy (NSS) and the security cooperation mission.  The development of goals and strategies is a result of dialogue that begins with DSCA publishing its Planning Guidance and ends with the DSCA Programming Meetings with each IA.  The ultimate outcome of the Planning and Programming stage is a comprehensive strategy representing how DSCA and IAs will allocate resources.  This push for increased planning and collaboration on goals and performance standards is the hallmark of the PBB cycle.

2.1 Programming 

FY03 also was the inaugural year for the development of the FY05-07 Air Force FMS and FMF Program.  Due to the manner in which the FY05-07 Air Force FMF and FMS Admin Fund Program was developed, lessons learned are not included.  It was decided by SAF/IA and SAF/FMBIS that the Air Force Program submission would be developed at the SAF-level to ensure that the inaugural year for FMS and FMF Admin Fund Program according to DSCA guidance within a severely restricted timeline.  As such all Air Force FY05-07 Program Objective Memorandum (POM) data was compiled by SAF/IAPX and SAF/FMBIS with Major Commands not tasked to provide inputs.  Given the limited number of groups that this process impacted, lessons learned were not developed related to Programming. It is recognized that future POM submissions will be developed at the MAJCOM level.
2.2 DSCA Programming Conference

The Programming Conference serves as the forum for DSCA to receive input and to engage in open dialogue with IAs regarding the information provided within the DSCA Planning and Programming Guidance.  This gives the IAs first hand insight into the goals and direction that DSCA would like to take security cooperation in the upcoming fiscal year and out-years.  In a break from previous years, the conference was not held in favor of individual meetings with each IA.  The Programming Meeting, like the previous held conferences, gave the IAs an opportunity to discuss issues and concerns related to the upcoming fiscal year PPBE cycle.  

.  

3.0 Budgeting/Execution

The first two stages, Data and Information Gathering and Planning and Programming, serve as the prerequisites to the Budgeting stage, which comprises all the processes involved in developing the FMS and FMF administrative budgets, as well as the allocation of resources.  The development and execution of the budget continues to be an iterative process and is designed to improve the allocation and tracking of funds during the fiscal year.  The success of the Budgeting stage and the PBB cycle as a whole depends on communication between DSCA and the IAs.  Internal communication within the Air Force is of great importance as it helps to ensure best practices are followed. In addition, the processes within this stage are designed to provide a source of information; not only to DSCA and the IAs, but also to OMB, Congress, and other agencies that might inquire about how and where funding is being allocated.

The use of program elements, as well as core function information, is the second major change in the Budgeting stage.  As the PBB cycle is integrated with PBC efforts, DSCA and IAs will refine and possibly re-define the definitions of the program elements.

3.1 Mid-Year Budget Execution Call

The purpose of the Mid-Year Budget Execution Call is to determine what percentage of the Air Force FMS budget has been obligated as well as executed.  This data enables funding to be reallocated as necessary and/or to justify Above Target Requirements (ATRs).  While it is at the discretion of DSCA to perform this step in the process for IAs, the Air Force has deemed it as an integral part of its internal budgeting procedures and will implement the process on an annual basis.

Inhibitor:  Air Force Budget Templates

Description: The Mid-Year Budget Execution Call templates contained format and calculation problems, which necessitated revised templates be issued.  

Recommendation:  It is recommended that SAF/FMBIS hold a SAF-level review of the call prior to it being issued to the field to discuss/review all elements of the call, including the templates, to ensure that the templates are of standard format and calculations are correct. 

 Inhibitor:  Incomplete MAJCOM Mid-Year Budget Execution Call Submissions

Description:  Despite clear and comprehensive guidance, several MAJCOMs submitted an incomplete response to the Mid-Year Budget Execution Call.  

Recommendation:  Due to continuing refinement of Call requirements, all commands should carefully review the Call guidance.  To assist in this area, it is suggested that the Mid-Year Budget Execution Call guidance be supplemented with a checklist that MAJCOMs may reference/complete before submission to SAF/FMBIS.  This will help ensure that all data required from the field will be included within the first submission as opposed to sending a submission back for re-work and resubmission.

3.2 DSCA FMS and FMF Administrative Budget Call

DSCA issues the Budget Call to agencies that implement FMS and FMF administrative budgets. The Call contains guidance on how to respond to the call, funding targets to assist in the development of budgets and subsequent allocation of resources, and templates needed for the actual submission. 

Inhibitor: DSCA FMS Admin Budget Call Delay

Description:  Guidance for the FY04/05 FMS & FMF Budget Call was to be issued on 2 Jun 03.  However, due to delays within the DSCA Programs (P3) division, guidance was not released until 3 Jul 03.  This delay of over a month was met by a one-week extension of the suspense for the information due back to DSCA. 

Recommendation:  This delay occurred at the DSCA level.  It is recommended that any issues that may potentially lead to significant delays in budget guidance distribution be resolved prior to the beginning of the budget cycle or be held in abeyance until the next cycle.  

3.3 Air Force FMS and FMF Administrative Budget Call

The issuance of the FMS and FMF Administrative Budget Call provided the Air Force Security Cooperation community with guidance to develop budgets and allocate resources.  As PBC data is integrated into the PBB process, budgets will become requirements-based versus target-based, which will necessitate further guidance on new budgeting processes.  The most notable difference within the guidance was the emergence of the Program Elements.  These 34 Program Elements were developed by DSCA to allow increased visibility into the execution of the various programs within the DoD.

Inhibitor:  Level of Detail in the Air Force Budget Guidance

Description:  The budget guidance provided by the Air Force did not include all information necessary for the Air Force FMS & FMF budgeting community to develop and provide required budget data.  Specifically, there was no mention in the guidance of Above Target Requirements (ATR) or how they were to be reported.  This is due to the fact that DSCA guidance did not include how ATR were to be managed.  This led to the Air Force's inability to initially outline the process and format for ATR submissions.  Supplemental guidance provided the needed information; however, this coupled with the time required to develop and disseminate the additional guidance, was further impacted by the shortened schedules.

Recommendation:  PPBE working group reviews, as mentioned earlier in this document, would alleviate problems of this nature in the future.  Additionally, a standard ATR template should be created so that submissions will be consistent and not impact the analysis, validation, and adjudication at the SAF level. 

The SAF/FMBIS led FMS Transformation Workshop held in San Antonio April 22-23, 2003 was an excellent example of the information sharing and was very well received by the Air Force Security Cooperation community.  These types of activities are crucial to the success of FMS and it is recommended this conference become an annual event.

Inhibitor:  Above Target Requirement (ATR) Management

Description:   Despite limited information on how ATRs should be provided in both the Mid-Year Execution Call and the Budget Call, it was clear that organizational knowledge and continuity of how they were previously submitted was absent.  The majority of the ATRs submitted were difficult to analyze for a variety of reasons.  These reasons included requirements being grouped by function but applicable to multiple commands; lack of detail and/or compelling justification; and no clear and/or consistent prioritization scheme.  This increased the workload of analyzing and validating these requirements at the SAF-level, and led to a delay in that process as additional information was requested from the MAJCOMS before the process could move forward.   

Recommendation:  It is recommended that organizations ensure they provide a consistent work product or submission.  It should be noted that the FY03-04 budget submission from the MAJCOMS included extensive ATRs, however, those inputs were specific, for individual organizations, contained specific justification, and were individually prioritized.  This made the analysis and validation of inputs much easier.  It also allowed SAF to determine which ATR would be funded and/or forwarded to DSCA for review and possible funding at that level.  This lack of a consistent approach to ATRs in MAJCOM submissions indicates a lack of organizational continuity, which hampered the overall PBB process.  To compensate for organizational turnover or other factors that led to this situation, all commands should review previous year execution and/or budget data, submissions, and feedback to ensure they are submitting the best quality work product possible.
3.4 Air Force Budget Submission

The IAs submit a budget based on criteria and guidance from the DSCA FMS and FMF Administrative Budget Call, which incorporates the DSCA Planning Guidance and the information exchanged during the Programming Submission Meeting.  The submission of the budget includes budget targets, ATRs, performance measure information, and Logistic Support Expense (LSE) elements.  

Inhibitor:  Program Elements (PE) not Fully Utilized

Description:  Due to inconsistencies and overlapping definitions of the DSCA PEs, the Air Force developed supplemental definitions for each PE.  Due to the late release of the Program Elements by DSCA, supplemental definitions were not included in the budget guidance released on 3 Jul 03.  This in combination with the already truncated suspense hindered budget offices from providing additional clarification on the PE definitions and how funds should be allocated to specific PEs.  

Recommendation:  DSCA is currently reviewing MILDEP recommendations for revisions to the DSCA Program Element structure and associated definitions.  It is recommended that the new PE structure and associated definitions, revised by SAF/FMBIS and SAF/IA as necessary, be presented at an FM Transformation workshop to ensure that the AF Security Assistance community is fully cognizant of the definitions and what functions and associated costs should be captured in each PE.

4.0 Conclusion

With the conclusion of the third PBB cycle, the Air Force has increased its knowledge base, enabling the prior year’s concerns to be addressed and associated process improvements implemented.  To assist the Air Force in identifying the current impediments, BearingPoint has documented process inhibitors along with recommendations for improvements.  More importantly, this lessons learned document should be referenced throughout the PBB cycle to ensure that previously identified obstacles are avoided and that business process improvement initiatives are being implemented.  Information from this document will be incorporated into the PBB detailed timeline for the future PBB cycle.
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