ASSISTANT SECRETARY OF DEFENSE
WASHINGTON, D.C. 20301

12 MAR1976

COMPTROLLER

MEMORANDUM FOR SECRETARY OF DEFENSE

SUBJECT:  Program Execution - | NFORMATI ON MEMORANDUM

Adm ral Hol comb expressed your concern over whether approved defense
programns are being promptly executed. This IS a subject | repeatedly
enphasize 1n ny neetings wth the Departnent's financial nmanaqgers:. and
T have attached a copy of my December 23, 1975 memorandum on the

subj ect .

| have recently reviewed our performance to date as reflected in
financial reports. Wile outlays and enploynment [evels reflect
performance about as planned overall, the level of obligations through
January are a cause for concern. | recommeyduoexnress that at a Policy
Counci|l meeting in the near future. Attached is a tal king paper, should

you decide to do so, which could al so be used by M. Cenents, Dr. Currie

or other ASDs. Based on reports through Decenber 31, 1975 we will have to
obligate $80.9 billion in the next six nmonths to neet our plan, 28% or

$17.6 billion nore than in the same period a year ago. \Wile sone of

this is inflation and higher payroll costs the contracting workload appears
formdable. $14.6 billion of this increase is in RDT&E, Procurenent,
MIlitary Assistance and Construction.

Some of the obligation lag to date can be related to the [ate enact nent
of the appropriations. W operated a cal endar quarter |onger under the
continuing resolution this year than last, with respect to our najor
appropriations. W do not have a MIlitary Assistance Appropriation. W
also know that the headquarters and field personnel who carry out the

contracts programare fewer than |ast year; that contracting requirements
are more complex; and that praeram_adiustments due to Inflation and

congressi onal restraints are also delaying factors. However, this only __
enphasi zes the inportance of increasing our efforts. (\Q —
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Apart fromthe need to beat inflation by awarding necessary contracts
asearly as possible, success in gaining acceptance of N 1977 defense

prograns will increase the_pressure on congressional staffs to scrutinize

Q

our bal ances as a source of offsetting financing adjustnents or to cite K
our performance as an excuse to reduce prograns- Moreover, any outlays \¥J
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delaved into ¥Y1977 W I| aggravate the budget resol ution debates.

/

0\.\3 TIop,

& 5
<
v 8
%2

(4




Any communi cations on this subject nust be carefully worded to avoid the

| npression that we are merely accelerating expenditures for their own
sake, for which we have been criticized in the past.

i €
I Cerencek. McQ ary
Assistant Secretary of Defense

Encl osur es




obligation Plan for FY 1976

First six nonths' obligations.are only 39% of plan conpared to
| ast year's 43%

—~ Due in part to appropriation delay
— Due in part to manpower. limitations
- Due in part to inflation-driven program changes

But aggravating last half problem($81 billion to obligate
vs $63 billion |ast year)

Failure to nake or beat plan.

- Tempts Congress to tap bal ances to offset N 1977
program (plan already shows $5.3 billion growth in
unobl i gated bal ances)

- Casts doubt on urgency of requirements

- Sacrifices nore program.te i nflation
Threatens to slip expenditures into FY 1977

Expenditures delayed into N 1977 nust be.fitted within
Budget ' Resol ution.

- M ght displace N 1977 program
Because of problenms high-level attention is in order.

Procurement appropriation obligations should double
first half |evel

Detai|l attached by major area'and Departnent.




ol i gations
As of Dec. 31, 1975
($in Billions)

N 1975 N 1976
Act ual Pl an
Dol | ars Per Cent Dol | ar s Per Cent
Tot al DoD
Obl i gations 127.7 100 145.7 100
First Half 64. 4 50 64. 8 44
Second Hal f 63. 3 50 80.9 56
Army
bl i gations 32.1 100 38.4 100
First Half 14.9 47 15. 8 41
Second Hal f 17.2 53 22.6 59
Navy
Obl i gations 39.9 100 45, 8 100
First Half 20. 6 52 21.2 46
Second Hal f 19. 3 ' 48 24. 6 54
Air Force
bl i gations 35. 2 100 39.0 100
First Half 18.5 53 18.7 48
Second Hal f 16. 7 4 7 20. 3 52




Obl i gations
As of Dec. 31, 1975
($ in Billions)

FY 1975 N 1976
Act ual Pl an
Dol | ars Per Cent Dol | ars Per Cent
Procur ement
bl i gations 20. 7 100 30. 7 100
First Half 10. 3 50 10.0 32
Second Hal f 10.4 50 20. 7 68
RDT&E
ol i gations 9.3 100 10. 2 100
First Half 6.1 66 6.1 60
Second Hal f 3.2 34 4,1 40
MIlitary Construction
ol 1 gations 2.9 100 4.2 100
First Hal f .9 32 .8 19
Second Hal f 2.0 68 3.4 81
MAP Feder al
ol 1 gat 1 ons 1.4 100 1.2 100
First Half .8 57 *
Second Hal f .6 43 1.2 100
MAP Tr ust
(ol i gations 2.8 100 2.8 100
First Hal f 1.5 55 .3 11
Second Hal f 1.3 45 2.5 89

* Offsetting receipts of $104 mllion reduced gross obligations of
$83 nmillion to a net $-21 mllion.
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. ASSISTANT SECRETARY OF DEFENSE
WASHINGTON, D.C. 20301

- | | ~ 23DEC1975

COMPTROLLIR

MEMORANDUM FOR Assi stant Secretaries of the Mlitary Departments (FM
Directors of the Defense Agencies

 SUBJECT:N 1976 Program Execution

Wth the passage of the FY 1976 Dob Appropriation Act delayed until

early in the next session of Congress, we should take all possible

! steps to ‘insure pronpt execution of approved programs. This is

i i nportant not only to minimize the further inpact of inflation by
getting programs under contract as. soon as possible, but also to
achieve as early as possible the readiness inprovenents contenplated
in the approved progranms. \Watever is not obligated in N 1976 will
buy less later, will bring programs and our nanagenment ef them under
criticism wll jeopardize the credibility of future requests and wl|

conpound our problens in FY 1977 if outlay constraintsare inposed.

Every effort should be made to nmeet the present schedule for contract.
awards, or to advance them where possible; to identify as early as
possi bl e, and renove, any obstacles to the timely and orderly execution
of the program and to process pronptly any reprogranm ngs necessary
t 0 support revised plans. | have asked ny staff to keep ne informed
of any probl ens which conme to their attention; and | urge you to give
. ny staff advance notification of reprogranm ngs and fund rel ease
requirements so that we can assist you in this effort.

T

Terence E. McClary
Assistant Secretary of Defensé






