Back to annual, single-year budgets 
Lynn Overturns Bush DOD Budget Reforms, Directs Major Changes
Deputy Defense Secretary William Lynn is directing significant changes to the Pentagon’s budget construction and review process, measures that collectively roll back a 2003 Bush administration DOD budget reform effort designed to place the military on a two-year planning, programming, budgeting and execution cycle. 
On April 9, Lynn announced the Pentagon is returning to the practice of formulating single-year budgets annually as well as narrowing the program review to focus on a five-year period each cycle, a move that effectively peels a year away from earlier DOD plans to construct a six-year investment plan this summer. 
“Therefore, this year’s program/budget submission for the base budget will be limited to FY 2012 through FY 2016,” Lynn wrote in the memo, obtained by InsideDefense.com on April 13. 
In addition to the five-year plan, the Pentagon will tack on “a single-year extension to promote greater stability from budget to budget,” Lynn wrote. 
In another change, Defense Secretary Robert Gates this year will issue what is now called Defense Planning and Programming Guidance, consolidating into a single volume strategic planning documents previously published under two separate classified covers -- the Guidance for the Development of the Force and the Joint Programming Guidance. 
Pentagon officials say this new guidance is expected to be signed this month. 
The final, and arguably most influential, component of the new budget and program review process is the adoption of a “front-end assessment” process -- as first reported last month by InsideDefense.com. This new analytic effort is intended to allow the defense secretary to issue explicit guidance earlier in the process on specific programs he wants cut, modified or boosted in the five-year plan. 
“These assessments will focus on strategic issues that will impact the department’s resource allocations,” the memo states. “The FEAs will be conducted during the summer and early fall and will synchronize with the normal program and budget decision process.” 
Sources said Lynn’s new budget and management reforms were drawn up over the last year -- at the deputy defense secretary’s request -- by Robert Soule, a defense expert at the Institute for Defense Analyses. Soule was the Pentagon’s director of program analysis and evaluation from 1998 to 2001; at that time PA&E -- now called the office of Cost Assessment and Program Evaluation -- reported to Lynn, who was then the Pentagon comptroller. 
In total, these moves overturn key elements of Management Initiative Decision 913 issued by then-Deputy Defense Secretary Paul Wolfowitz on May 22, 2003. That effort aimed to promote stability in the Pentagon’s budget -- particularly the acquisition accounts, which tend to be vulnerable to being raided at the last minute for unforeseen needs in other DOD accounts -- by constructing a two-year budget. 
The directive also was designed to allow the Pentagon to use the “off year” in a two-year cycle to focus on budget execution and program performance. During the second year, the services had to submit change proposals to the Office of the Secretary of Defense in order to modify their original spending plan. 
“I don’t think they achieved those goals to any significant degree,” said a former Pentagon official with decades of experience in military budgeting and programming. “It was very confusing what they were doing in that second year.” 
“We are no longer going to prepare biennial budgets,” said Lt. Cmdr. Kathleen Kesler, a Pentagon spokeswoman. “Therefore, with the next budget request we will only do a FY 2012 budget (not FY 12/13) and we are returning to the FYDP [Future Years Defense Plan] being a [five]-year profile.” 
The changes Lynn directs would return the Pentagon to some of the basic practices under the planning, programming and budgeting system introduced decades ago by Charles Hitch, the Pentagon’s comptroller in the 1960s under Defense Secretary Robert McNamara, former Pentagon officials said. A foundation of that system, as originally conceived, was the construction of a budget request each year and concurrent projections of future funding and impacts. -- Jason Sherman 

