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Purpose 

 

To provide an overview of the present  

fiscal environment and the importance of 

cost analysis in overcoming challenges in 

the acquisition lifecycle.  
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Agenda 

ÅFiscal Reality 

ÅFacing the Fiscal Challenge 
ïWeapon System Acquisition Reform Act, 2009 

ïArmy Cost Culture 

ïConsideration of Cost Initiatives 

ïCost Benefit Analysis 

ÅCost Analysis as a Remedy 
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The purpose of the budgetary numbers is to provide a picture of the fiscal environment.  

This is not an official budget briefing.  Official budgetary information is available from: 

http://asafm.army.mil/offices/BU/BudgetMat.aspx?OfficeCode=1200 

http://comptroller.defense.gov/Budget2012.html 

 

http://asafm.army.mil/offices/BU/BudgetMat.aspx?OfficeCode=1200
http://comptroller.defense.gov/Budget2012.html


Fiscal Reality: Record Deficits 
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U.S. Government Surplus (Deficit) as a Percentage of GDP   1947 - 2016 
Projected 

Source: Office of Management and Budget, September 2011 

 http://www.whitehouse.gov/omb/budget/Historicals 

ñI believe the single, biggest threat to our national security is our debt, so I also believe we 

have every responsibility to help eliminate that threat. We must, and will, do our part.ò  

ï Admiral Mike Mullen, Former Chairman of the Joint Chiefs of Staff 
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National Defense Budgetary Authority FY 1946 - 2016 
(in billions of FY 2012 dollars) 

Draw-down 

from Iraq  

Ends 

Cold War 

Ends 

Vietnam 

War Ends 

World War II 

Ends 
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Fiscal Reality: Post-War Drawdown 

Projected 

Source: Center for Strategic and Budgetary Assessments,  

June 2011, from OMB and DoD data 
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Fiscal Reality:  

Budget Control Act of 2011 

Å Increased debt limit $400B immediately with mechanism for 

president to further increase debt limit. 

ÅPhase 1: $917B budget cuts over 10 years, with $21B FY12-

21.   Estimate $450B in reductions to DoD over 10 years. 

Å Established Joint Select Committee on Deficit Reduction 

(ñsuper committeeò) tasked with producing debt reduction 

legislation by 23 Nov 11 to cut $1.2T over 10 years. 

Å Phase 2 ï Sequestration: Congress failed to produce debit 

reduction bill as described above, automatic $1.2T cuts are 

triggered 2013 to 2021, split evenly between security, non-

security. 

Å Congress required to vote on a constitutional Balanced 

Budget Amendment between 1 Oct 11 and 31 Dec 11. 
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Fiscal Reality: DoD Budget 

Source: Center for Strategic and Budgetary Assessments, August 2011 

Actual 

Phase 1 

Phase 2 



Fiscal Reality:  

Army Share of the Budget Control Act 

Army typically receives 26% of DoD funding; the following table highlights the impact if the Army 
takes a 26% proportion of the DoD reduction 

FY12-21 FY13-17
FY13 

Reduction
FY13 TOA

FY13-17 

Reduction

FY13-17 

TOA

President's Framework -$400B -$200B -$10.4B $141.2B -$52.0B $713.2B

Deficit Deal Legislation -$450B -$225B -$12.1B $139.5B -$60.3B $704.9B

Sequester ($450B + $600B) -$1,050B -$525B -$27.3B $124.3B -$136.5B $628.7B

Army's ReductionDoD Reduction

8 http://comptroller.defense.gov/defbudget/fy2012/FY12_Green_Book.pdf 

Army $144.9 (B) FY12 Base Budget 



Fiscal Reality: DoD is Bill-Payer 
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Source: FY 12 Historical Tables, Budget of the U.S. Government 
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FY 1965 Defense 

Non-Defense 
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Personnel 
41.8% 

O&M 
31.2% 

Procurement 
16.5% 

RDT&E 
6.7% 

MILCON 
3.7% 

Defense $553.0 (B) 

(Base Budget) 

Army $144.9 (B) 

(Base Budget) 

Federal Budget $3,092.5 (B) 
Agriculture 

3.9% 
Commerce, 

0.3% 

Defense 
17.9% 

Education 
1.8% 

Energy  
0.7% 

Health and Human 
Services 
23.5% 

DHS 1.2% 

HUD  
1.3% 

Justice 
0.8% 

Labor 
2.9% 

State 
0.9% 

Interior 
0.3% 

Treasury  
13.8% 

Transportation 
3.4% 

Veterans 
Affairs 
3.4% 

EPA 
0.2% 

NASA 
0.5% 

Social Security 
22.0% 

Other 
1.1% 

Army 
26.2% 

Navy 
29.2% 

Air Force 
27.1% 

Defense 
Wide 
17.5% 

The Federal Budget 

Fiscal Year 2012 

http://comptroller.defense.gov/defbudget/fy2012/FY12_Green_Book.pdf 
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Our New Fiscal Reality: Media Spotlight 
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òPragmatism and practicality must be our watchwords moving forward,  

[and] strategy must become our acumen.ó 
- Admiral Mike Mullen, Former Chairman of the Joint Chiefs of Staff 


