NATIONAL DEFENSE BUDGET ESTIMATES FOR FY 1986

National Defense Budget Estimates for FY 1986 was prepared
as a convenient reference document for the FY 1986 National
Defense budget estimates. It also provides several current and
constant dollar historical time series for National Defense, the
total federal budget, and the U.S. economy.
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STATISTICAL CHANGES IN THE PRESENTATION OF
NATIONAL DEFENSE DATA

CHANGES IN FY 1985 BUDGET {FEBRUARY 1984}

The FY 1984 Defense Authorization Act (P.L. 98-94) provided
for the establishment of accrual accounting for the military
retirement system effective at the beginning of FY 1985. Under
the accrual concept, the FY 1985 defense budget reflected
payments to a Military Retirement Trust Fund for the accruing
liability for retirement payments to the active duty force.
These funds were included in each Military Personnel account and
shown by service in the summary tables.

CHANGES IN FY 1986 BUDGET {FEBRUARY 1985}

A. OMBTREATMENT

In the presentation of the FY 1986 budget, OMB has moved
the actual military retired pay cash accounts - both budget
authority and outlays - from the DoD Military Funcitons (051) to
the DoD Civil Functions (054). An imputed value for military
retired pay accrual has been inserted in the DoD Military
Functions (051) in all years. This statistical change provides
for a comparable data series, but overstates the historical
record of funds appropriated to DoD for military retired pay by
$77.8 billion from FY 1945 through FY 1976, and understates
funds appropriated to DoD for military retired pay by $9.1
billion from FY 1977 through FY 1983.

Also, in the FY 1986 budget, OMB includes off-budget amounts
under current law in the National Defense Function beginning in
FY 1983.

B. DoDTREATMENT

For the years FY 1945-1983, DoD budget authority shows

military retired pay on a cash rather than accrual basis. For
the years FY 1984-1990, DOD budget authority reflects the
accrual cost of military retirement. In outlays, the treatment

is the same as in budget authority except military retired pay
is on a cash basis through FY 1984. The net difference between
the OMB and DoD treatment of military retirement is shown as
""OMB redefined" in chapter seven.

With respect to off-budget amounts, budget authority and
outlays data for military functions (051) does not include
amounts for off-budget items. In chapter one, a separate stub
for off-budget items is 1included to Dbalance to the OMB
definition of the National Defense function (050).
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CHAPTER 1
NATIONAL DEFENSE - AN OVERVIEW

This chapter provides an overview of the National Defense
function of the federal budget which includes, in addition to
the DoD budget, activities of other Federal Agencies that
support our National Defense. Data are provided in three
standard <classifications: budget authority (BA), total
obligational authority (TOA), and outlays as defined below.

Definitions

Budget Authority -- the authority to enter into obligations
for payment (outlays) of Government funds. Most BA is provided
by Congress in the form of appropriations and reappropriations
which can be increased or decreased by transfers to or from
another account, and is identified to the year the authority
takes effect.

Total Obligational Authority -- TOA is a DoD financial
measurement term which expresses the value of the DIRECT Defense
program for a fiscal year.

Prior to FY 1979, TOA differed from BA primarily because of:

(1) Congressional actions directing the transfer of prior
year BA balances to finance direct programs (increasing TOA
with no effect on BA);

(2) Application of shelf stock sales receipts to finance
direct programs (increasing TOA with no effect on BA); and

(3) BA lapsing before obligations were incurred (decreasing
TOA with no effect on BA).

Beginning in FY 1979, Congressionally-directed transfers of
prior year BA balances which have the effect of extending the
life of the appropriation are treated as both TOA and BA (The
term '"'Reappropriation'" applies when prior year balances are
brought forward and the life of these funds is extended). As a
result, TOA and BA now are more nearly the same.

An additional difference is Net Offsetting and Trust Fund
Receipts which are deducted from BA, but have no effect on TOA.
These are collections from the public that arise out of the
business-type or market-oriented activities of the Government
and are deposited in receipt accounts.

Qutlays -- There 'is a time lag between budgeting funds
(congressional appropriation), signing contracts and placing
orders (obligations), receiving goods or services and making
payments (liquidating obligations). Payments, termed outlays,
lag obligations due to the time required to render services or



complete projects. Under full funding, Congress approves, in
the year of the request, sufficient funds to complete most
procurement and construction programs, even though these
projects may require several years to complete. As a result of
full funding, and the time required to produce and deliver goods
and services, outlays during a fiscal year may be for payment of
obligations incurred during prior years as well as the current
year. Qutlay data reflect these spending patterns and also the
changes in program mix over time.

Budget Summary

Table 1-1 presents the National Defense Function budget
request in the terms defined previously. The National Defense
Budget includes, in addition to the DoD budget, those
activities of the Departments of Energy and Treasury, the
General Services Administration, Federal Emergency Management
Agency, and the Selective Service System which support the
National Defense Function. These activities are aggregated in
Table 1-1 as DoE and other, and are shown in more detail in
later tables. The upper half of Table 1-1 is in current prices,
and the lower half is in constant FY 1986 prices. The 1last
column of the table shows the FY 1985 to FY 1986 changes in
both current and constant FY 1986 prices.

Table 1-2 gives BA and Outlays for all functions of the
total Federal Budget for fiscal years 1984, 1985, and 1986. The
functions are those used in the Budget of the United States
which is the source document for Table 1-2.

Table 1-3 gives the National Defense BA estimate by Act in
current prices.

Table 1-4 gives the National Defense BA estimate by Act in
constant FY 1986 prices.

Table 1-5 gives the National Defense Outlays estimate by Act
in current prices.

Table 1-6 gives the National Defense Outlays estimate by Act
in constant FY 1986 prices.

Table 1-7 provides a reconciliation from the Defense
Appropriation and Military Construction acts to National Defense
BA shown in the President's Budget request.

Table 1-8 provides the Long-Range forecast for the National
Defense Function in the same format as Table 1-1,
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Table 1-2
FEDERAL UNIFIED BUDGET
BUDGET AUTHORITY & OUTLAYS

($ Billions)
Budget Authority Qutlays
FY8 FY8 FY8 FY8 FYS8 FYS86
050 National defense ~0€ 2652 2926 3222 2274 2538 2857
150 International affairs 7*7.  246- 26.7° 206 159 196 183
~ 250 Generalscience, space . . .
and technology ) 8.8 937 9.5 8.3 8.7 9.3
/.7 270 Energy 107~ 19v 83~ 5.1 7.1 8.2 47
300 Natural resources and :
= environment 22 o 1D R 121 10.9 12.6 13.0 11.9
2+ 2 350 Agriculture Fes 11.8- 226 130 136 200 126
/17 370 Commerce and housing credit 13.3 124 7.8 69 60 22
./ 400 Transportation /2937 292 255 237 270 259
-, 450 Community & regional F.A
£ development /72 89 8.0 5.1 7.7 8.6 7.3
500 Education, training, a
employment, and o -
social services e e 314 26.9 27.6 304 293
2 550 Health 2577 31.6 33.6 347 304 33.9 349
/ 570 Social security and medicare 2417 2709 2887 2358 257.4 269.4
rz2/. 600 Income security 2+ 1388 162.0 144.1 1127 127.2 1158
,co 700 Veteransbenefit o 274
' and services 1268 273 27 .4 25.6 26.9 26.8
7750 Administration of justice << 6.0 6.7 6.5 5.7 6.7 6.6
</ 800 General government w5 55 5.7 5.0 5.1 5.8 4.8
6.4 850 General purpose fiscal i
) assistance t&-¥ 68 65 1.6 6.8 6.6 2.8
2% 900 Netinterest 97 1114 1304 1425 1111 1304 1425
~ 920 Allowances - - 158 * - 1.3 4 .
.1 950 Undistributed offsetting *og
i receipts e -32.0 -32.3 -37.5 -32.0 -32.3 -375
Totals 949.8 1,064.9 1,060.0 8518 959.1 973.7
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Table 1-3

NATIONAL DEFENSE BUDGET - BUDGET AUTHORITY

($ in Millions)

FY 1984 FY 1985 FY 1986
Military Personnel 64,866 68,901 73,425
Operation § Maintenance 70,950 78,219 82,450
Procurement 86,161 96,807 106,813
RDT&E 26,867 31,464 39,280
Special Foreign Currency 3 9 2
Rev. & Mgmt. Funds 2,774 1,554 1,860

DoD Bill 251,621 276,954 303,830
Military Construction 4,510 5,517 7,057
Family Housing 2,669 2,894 3,283

Military Construction Bill 7,179 8,412 10,340
Contingencies:

Proposed Legislation % ¢ 189
DoD Offsetting Receipts (Net) -650 -636 -659
Of f-budget items added to DoD 2 5 5
051 -TOTAL DoD 258,152 284,735 313,705
Defense-Related Activities by Bill:

053 - Energy Bill

Atomic Energy Defense Acts 6,555 7,325 8,047
054 - Treasury, Postal Bill

054 General Services Admin. 23 27 29
054 - HUD-Independent Agencies

054 Fed. Emergency Mgt. (FEMA) 301 318 274

054 Selective Service 25 28 21

Subtotal 326 346 301
054 - DoD Appropriation Act

054 Intell. Comm. Staff 17 21 22

054 CIA Ret. § Disability 86 99 101

Subtotal 103 120 123

054 DEFENSE RELATED 452 493 454
053 /054 - DEFENSE RELATED 7,007 7,818 8,500
050 - NATIONAL DEFENSE 265,160 292,553 / 322,205
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Table 1-4

NATIONAL DEFENSE BUDGET - BUDGET AUTHORITY

(FY 1986 $ in Millions)

FY 1984 FY 1985 FY 1986
Military Personnel 70,701 72,519 73,425
Operation & Maintenance 74,554 79,513 82,450
Procurement 95,070 101,611 106,813
RDTEE 29,056 32,717 39,280
Special Foreign Currency 3 9 2
Rev. & Mgmt. Funds 3,045 1,649 1,860

DoD Bill 272,429 288,018 303,830
Military Construction 4,872 5,724 7,057
Family Housing 2,879 3,010 3,283

Military Construction Bill 7,751 8,734 10,340
Contingencies:

Proposed Legislation - - 189
DoD Offsetting Receipts (Net) -680 -641 -659
Off-budget items added to DoD 2 5 5
051 -TOTAL DoD 279,503 296,116 313,705
Defense-Related Activities by Bill:

053 - Energy Bill

Atomic Energy Defense Acts 7,096 7,617 8,047
054 - Treasury, Postal Bill

054 General Services Admin. 25 28 29
054 - HUD-Independent Agencies

054 Fed. Emergency Mgt. (FEMA) 326 301 274

054 Selective Service 27 29 27

Subtotal 353 360 301
054 - DoD Appropriation Act

054 Intell. Comm. Staff 18 22 22

054 CIA Ret. § Disability 93 103 101

Subtotal 111 125 123

054 DEFENSE RELATED 489 513 454
053 /054 - DEFENSE RELATED 7,586 8,130 8,500
050 - NATIONAL DEFENSE 287,089 304,246 322,205
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Table 1-5

NATIONAL DEFENSE BUDGET SUMMARY - OUTLAYS

($ in Millions)

FY 1984 FY 1985 FY 1986
Military Personnel 64,158 67,993 72,805
Operation § Maintenance 67,369 74,569 79,648
Procurement 61,879 69,706 83,045
RDT&E 23,117 27,786 33,988
Special Foreign Currency 1 1 3
Rev. § Mgmt. Funds -1,069 62 474

DoD Bill 215,453 240,117 269,962
Military Construction 3,706 4,209 5,296
Family Housing 2,413 2,658 2,805

Military Construction Bill 6,119 6,867 8,101
Contingencies:

Proposed Legislation - o 70
DoD Offsetting Receipts (Net) -734 -683 -633
Off-budget items added to DoD 2 5 5
051 -TOTAL DoD 220,840 246,305 277,505
Defense-Related Activities by Bill:

053 - Energy Bill

Atomic Energy Defense Acts 6,120 6,991 7,700
054 - Treasury, Postal Bill

054 General Services Admin. 88 83 29
054 - HUD-Independent Agencies

054 Fed. Emergency Mgt. (FEMA) 241 307 289

054 Selective Service 22 28 27

Subtotal 263 335 317
054 - DoD Appropriation Act

054 Intell. Comm. Staff 16 16 17

054 CIA Ret. § Disability 86 99 101

Subtotal 102 115 118

054 DEFENSE RELATED 453 533 464
053 /054 - DEFENSE RELATED 6,573 7,525 8,164 -
050 NATIONAL DEFENSE 227,413 253,830 285,669
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Table 1-6

NATIONAL DEFENSE BUDGET SUMMARY - OUTLAYS

(FY 1986 $ in Millions)

FY 1984 FY 1985 FY 1986
Military Personnel 69,900 71,574 72,805
Operation § Maintenance 794,611 75,753 79,648
Procurement 68,170 73,473 83,045
RDTGE 24,947 28,911 33,988
Special Foreign Currency 2 1 3
Rev. & Mgmt. Funds 1,157 7l 474

DoD Bill 232,473 249,763 269,963
Military Construction 4,002 4,379 5,296
Family Housing 25597 2,767 2,805

Military Construction Bill 6,599 7,146 8,101
Contingencies:

Proposed Legislation - - 70
DoD Offsetting Receipts (Net) -771 -690 -632
Off-budget items added to DoD 2 5 5
051 - TOTAL DoD 238,305 256,225 277,505
Defense-Related Activities by Bill:

053 - Energy Bill

Atomic Energy Defense Acts 6,604 T 273 7,700
054 - Treasury, Postal Bill

054 General Services Admin. 95 86 29
054 - HUD-Independent Agencies

054 Fed. Emergency Mgt. (FEMA) 260 320 289

054 Selective Service 24 29 27

Subtotal 284 349 317
054 - DoD Appropriation Act

054 Intell. Comm. Staff 17 17 17

054 CIA Ret. & Disability 93 103 101

Subtotal 110 120 118

054 DEFENSE RELATED 489 555 464
053 /054 - DEFENSE RELATED 7,093 7,827 8,164
050 NATIONAL DEFENSE 245,398 264,052 285,669
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CHAPTER 2
SUPPLEMENTALS, RESCISSIONS, AND CONTINGENCY ESTIMATES
FY 1985 AND FY 1986

Table 2-1 is a summary of the total Department of Defense
budget estimates for FY 1986 as reflected in the February 1985
President's Budget submission to Congress. The estimates are
identified Dby the pertinent acts, i.e., the Defense
Appropriation Act and the Military Construction/Family Housing
Act.

Table 2-2 reflects Budget Authority for supplementals for
FY 1085, proposed rescissions for FY 1985, and contingency

estimates for FY 1986 for the National Defense function. The
defense-related activities are identified by the other
appropriation acts in which they are included. Estimates for

the 3 percent military pay increase proposed to be effective
July 1, 1985 are included in the FY 1985 DoD pay supplemental

request. FY 1985 rescissions are proposed in the defense-
related activities pursuant to section 2901 of the Deficit
Reduction Act of 1984. The contingency estimate represents

proposed legislation to support several military pay and benefit
initiatives submitted with this budget.

Table 2-3 reflects the Outlay impact of the FY 1985
supplementals and rescissions and the FY 1986 contingency
estimate.
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CHAPTER 3
LEGISLATIVE AUTHORIZATIONS

Almost all National Defense activities are within the
legislative purview of the Armed Services Committees of the
House and Senate. Practically all National Defense budget
authority is subject to the annual appropriation process. The
Department of Defense accounts for 97% of the National Defense
function, and the Defense Appropriation Act itself is 94% of the
total National Defense that is subject to appropriation. The
remainder of the estimates is scattered under several headings.

Table 3-1 shows how the National Defense estimates relate
to the annual legislative authorization process, as distinct
from continuing 1legislation. As shown, §248.9 billion is
subject to specific annual authorization of the amounts to be
appropriated. Another §$73 billion is covered by the annual
authorization process through the authorization of military
strengths. (In this case, the appropriation dollar amounts are
not specified in authorization legislation.) Effectively, the
total annual authorization process encompasses almost all of the
appropriated total.

Table 3-2 presents a summary of the authorizations enacted
for several years and the current FY 1986 authorization request
for DoD. (This excludes contingencies and the defense-related
activities.)

Table 3-3 reflects personnel authorizations enacted for
several years and the current FY 1986 request for DoD. As noted
on the table, civilian personnel end strengths do not require
authorization in FY 1986 pursuant to direction included in the
FY 1985 Defense Authorization and Appropriation Acts.

Table 3-4 shows budget authority for items covered by the
Defense Authorization Bill. The FY 1984 and FY 1985 columns
show amounts both authorized and appropriated. The FY 1986
columns show the request now pending.

Table 3-S5 provides a reconciliation of amounts authorized
to the total Department of Defense budget estimates for FY 1986.
Explanations are included on the table.
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CHAPTER 4
CHRONOLOGIES

The matter of chronologies has assumed much greater
importance because of the scorekeeping provisions of the
Congressional Budget and Impoundment Act.

Table 4-1 presents a chronology of National Defense budget
authority for FY 1984, beginning with the January 1983
estimates, amendments, congressional actions, other changes in
calendar year (CY) 1983, and supplemental requests, to arrive at
the FY 1984 column of the FY 1985 budget, and continuing with
other changes in calendar year (CY) 1984 to arrive at the final
FY 1984 column of the FY 1986 budget.

Table 4-2 provides the same chronology for the related
FY 1984 outlays.

Table 4-3 presents a chronology of National Defense budget
authority for FY 1985, beginning with the February 1984
estimates and moving through amendments, congressional action,
other changes in calendar year (CY) 1984, and supplemental
requests to arrive at the FY 1985 column of the FY 1986 budget.

Table 4-4 shows the same chronology for the related FY 1985
outlays.

Table 4-5 is a detailed chronology of Department of Defense
Total Obligational Authority (TOA), Budget Authority (BA),
Appropriations and Outlays from submission of the initial budget
estimates to the final FY 1984 column of the FY 1986 budget.

Table 4-6 provides comparable DoD information for FY 1985.

Table 4-7 presents the starting point with submission of the
initial budget estimates for FY 1986.

Table 4-8 provides a chronology of DoD Budget Authority for
the years FY 1981 through FY 1986, beginning with the FY 1982
Budget in January 1981.

Table 4-9 provides a chronology of DoD Outlays for the years
FY 1981 through FY 1986, beginning with the FY 1982 Budget in
January 1981.
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CHAPTERS
PAY RAISES - PRICE INCREASES - AND
TREATMENT OF INFLATION

.  INTRODUCTION

Accurate measurement of historical inflation and improved
techniques for forecasting are critical to the integrity of
defense programs. DoD's management of inflation is designed to
protect this integrity by properly programing for inflation.

Inflationary pressure applies to all sectors of the economy
and all federal programs - particularly DoD because of the high
percentage of our programs which have long production lead
times. Budgets weighted toward salaries and personnel expenses,
with costs pegged to private sector comparability scales, are
more controllable.

Full funding, providing for anticipated future inflatiom "up
front," rather than on a year-to-year basis, makes assumptions
about future inflation particularly important for the defense
budget. If the initial assumptions about future inflation turn
out to be too low, either the Defense Department has to ask for
more funds or buy less. Program stretchouts increase costs
because of greater exposure to inflation. To maintain program
schedules, reductions may be made in areas such as spares,
support, testing, and training, which reduces readiness posture.

Data collected by the Department of Commerce show that
defense price experience over the past decade has been generally
higher than price increases recorded in the general economy.
Beginning with the FY 1983 budget, our estimate of inflation for
the major procurement accounts has been based on a 1.3 multiple
of the GNP deflator. Budgeting acquisition programs to most
likely cost allows the Congress and others to see in advance
what the fully funded costs will be and is an important
component of improved acquisition management.

This chapter describes adjustments made to DoD funding
estimates for the effects of inflation, contains definitions and
explains some of the key terms and concepts involved 1in
measuring inflation.

II. CONCEPTS

Inflation is defined as an increase in the general level of
prices in the economy. Inflation does not mean that prices rise
evenly or that all prices are rising. Some prices may be
constant and others actually may be falling. Prices of some
commodities rise faster than others due to differences in the
magnitude and direction of changes in supply and demand in
various markets.
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While inflation rates are developed in terms of outlays
(expenditures), price estimates for the budget must be developed
in terms of BA. In order to properly adjust price estimates for
the effects of inflation, it is necessary to understand the
relationship of outlays to BA.

Both outlays and BA are expressed in terms of a fiscal year.
However, the term fiscal year used with outlays has a different
meaning than it does used with BA.

For outlays, the fiscal year indicates the time period in
which the outlays were incurred. All outlays designated by a
fiscal year occur during that single fiscal year. The outlays
in a given fiscal year consist of amounts of BA available from
that year and previous years.

For BA, the fiscal year indicates the time period in which
the BA is first available for obligation and expenditure. While
budget authority could be spent in that first year, it is

normally expended over a period of several years. BA for a
given year appears as an outlay in that year and in subsequent
years as work is performed and costs are incurred. About 65

percent of FY 1986 BA will expend in FY 1987 and beyond.

The adjustment of price estimates to accommodate the impact
of inflation is a complex operation which requires that the
analyst understand the concept of inflation, the relationship
between BA and outlays, and the mathematics involved in

manipulating and applying indices. The methodology to be
followed varies for each price estimate depending upon the
specific information available for that estimate. There are no

simple "cookbook" rules or procedures which can be followed.

Any application of inflation estimates, whether for pricing
or constant dollar analyses of real program levels, implicitly
contains a large number of assumptions, many of which may not be
valid for a specific application. The concepts of inflation,
constant dollars, and real program growth are somewhat limited
as they simplify a complex situation. The value and popularity
of these concepts, however, stem from this simplicity, because
they can provide a relatively easy way to understand the
significance of the total DoD budget, or to measure an increase
in areas like O&§M. The danger of oversimplification or misuse
of these concepts requires those who use them to understand
fully these limitations.

Many limitations are inherent in the use of any index.
Inflation rates and outlay rates are average numbers which,
while relatively accurate in the aggregate, are almost never
accurate in specific applications. For example, an average of
the increases in food prices would not imply that every item in
the grocery store increased by that rate. The selection of a
base year is always arbitrary, and comparisons to a base year
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are only valid to the extent that the mix of programs in the
years being compared is similar to the mix in the base year.
Finally, the approved inflation rate is itself only a forecast,
subject to wide variations of accuracy, especially in the more
distant future.

The calculation of real program growth is limited in that it

separates all dollars into only two categories - inflationary
and real program changes. It does not measure changes 1in
efficient or effective use of funds. A price increase due to

inefficiency 1is treated as a ''real" program increase while,
conversely, a price decrease due to an improvement in
productivity is treated as a ''real" program decrease. In both
cases, of course, the 'real" program does not change. This
concept 1is only one way of measuring real program changes.
Other measures, such as the number of ships or aircraft being
procured or operated are often a more appropriate measure of
real program.

lll. ADMINISTRATION RATES

As a framework for building the President's annual budget
and the five year forecast [POM], OMB develops the overall
economic posture and a direction for the programs of the
Administration. This posture considers overall economic goals
such as reducing budget deficits in terms of tax policies,
borrowing plans, receipts and outlays, and public debt
management. Implicit and explicit assumptions are made as to
the rate of inflation, unemployment rates, 1interest rates,
productivity goals, and the GNP. National program priorities
are balanced and program goals are defined as well as such
specifics as the total number of federal employees. From these
assumptions, OMB provides pricing guidance for all agencies to
use in developing their budgets based on forecast changes in the
GNP deflator. These inflation rates provide the link between
the Administration's macro-economic forecast and the specific
pricing contained in budget estimates.

IV. DOD APPLICATION

The annual POM preparation instructions [PPI] provide
information for pricing the Program Objective Memorandum of the
Military Departments and Defense Agencies.

POM BA for military and civilian compensation are priced in
constant dollars using the rates prevailing in January of the
year in which the POM is prepared. Funding for all projected
civilian pay raises is held in a DoD undistributed contingency

account. The funding requirements are scored in the Total
Topline but not distributed to the Military Departments until
the pay raise 1is approved by the Congress. The general

agreement with OMB is that when pay assumptions change the
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funding requirements are recalculated and the Topline is
increased or decreased accordingly.

The PPI also provides instruction with respect to purchases
inflation, or the nonpay portion of the DoD budget. Escalation
adjustments will reflect anticipated changes in future prices
based on inflation rates approved by OMB and distributed by
ASD(C) memorandum annually in January. In projecting price
escalation, the total 1impact of price escalation over the
spendout period of a given BA item should be included.

Pay and price assumptions to be used in the development of
the POM include projected rates for:

- military and civilian pay

- fuel

major weapon systems

all other purchases

If the projected pay and purchase inflation estimates were
always accurate, there would be no need to reprice the DoD
budget. Such is not the case and the budget must be repriced
frequently to keep pace with changing economic conditions.
Changes in inflation or pay rates in the current year or budget
year have an annualized effect on the outyears as well as rate
changes in those years. Pricing adjustments normally take place
at the end of the budget review and are made in a Program Budget
Decision (PBD).

The budget data are adjusted to remove the effect of
inflation (pay and price increases) and real growth is
calculated from the resultant constant dollar budget data.

The method used by DoD is consistent with the methodology
used by the Department of Commerce to measure growth in the
public and private sectors of the economy. Pay increases and
inflation do not contribute to more defense effort but are
rather prerequisites before any growth is accomplished. The DoD
conventional, and widely accepted method of calculating constant
dollars and real growth is to treat pay raises as inflation.
Thus, only increases in military and civilian strength are
counted as growth in the personnel sector of the budget.
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The Air Force aircraft procurement account has been selected
to demonstrate the pricing of an 86 program that cost $100 in
FY 1985 given the following assumptions:

Assumption

Step 1

1985
1986
1987
1988
1989
1990

Step 2

Calculate incremental costs of
multiplying outlays index (inflation by corresponding
spendout rate):

1986
1987
1988
1989
1990

Total Escalated Cost
Thus a program that cost $100 in FY

in FY 1986.

106.0

111.94
117.76
123.41
129.33

T T T

X

.10
.40
.30
.10
.10

_FY $ Annual Inflation Spendout Rate
1986 6.0% First year 10%
1987 5.6% Second year 40%
1988 5.2% Third year 30%
1989 4.8% Fourth year 10%
1990 4.8% Fifth year 10%

(Create an outlays index as follows:)
100.0

= 100.0 x 106.0 = 106.0

= 100.0 x 106.0 x 105.6 = 111.94

= 100.0 x 106.0 x 105.6 x 105.2 = 117.76

= 100.0 x 106.0 x 105.6 x 105.2 x 104.8 = 123.41

= 100.0 x 106.0 x 105.6 x 105.2 x 104.8 x 104.8 = 129.33

FY 86 aircraft program by

= 10.
= 44 .
= 3. {8
= 12.
= 12
115.
1985 would cost $115.98

60
78
33
34
93
98
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The annual inflation rates assumed above are revised as

follows:

FY
1986
1987
1988
1989
1990

B~ S ¥ R ¥ 5 B =

Spendout rate

.0% (no change)
.0%
0%
.0%
0%

Step 3 (Create a new outlays index as in Step 1)

1985
1986
1987
1988
1989
1990

100.
104.

0
0

109.2

114.
119.
.02

124

Step 4 (Recalculate

Step 2)

1986
1987
1988
1989
1990

10.
43.
34.
&
12.
112,

66
25

incremental cost of 86 program as in

40
68
40
92
40
80

Thus the FY 1986 program under these revised assumptions
would cost $112.80, a reduction of $3.18 ($115.98 - $112.80).
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VI. Definitions
1. Inflation

Inflation is an increase in the general level of prices in
the economy. Inflation does not mean that prices rise evenly or
that all prices are rising. Some prices may be constant and
others actually may be falling. Prices of some commodities rise
faster than others because of differences in the magnitude and
direction of changes in supply and demand in various markets.
There are many different measures of inflation:

a. GNP Implicit Price Deflator

The Gross National Product (GNP) implicit price deflator,
generally regarded as the best single measure of broad price
movements in the economy, is the ratio of GNP in current prices
to GNP in constant prices.

b. Consumer Price Index

The Consumer Price Index (CPI) measures the average change
in the prices of a fixed list of goods and services purchased by
families and 1individuals in urban areas across the country.
Although it is often called the '"Cost-of-Living Index" it
measures only price changes, just one of several factors
affecting living costs.

c. DoD Purchase Index

The DoD Purchase Index developed by OASD(C) consists of
outyear projections based upon fiscal guidance from OMB linked
to actual DoD purchase price experience calculated by the
Commerce Department's Bureau of Economic Analysis (BEA)

2. Base Year

The Base Year is a point of reference representing a fixed
price level, and is expressed as 1.00 (e.g., FY 1986 = 1.00).
The base year for a set of index numbers can be changed to
another year by dividing each index number by the index for the
desired base year.

3. Aggregate Price

The Aggregate Price is a weighted average of 1individual
prices, where each price is weighted by an item's contribution
to total expenditures. The aggregate price is thus a notional
price developed to measure changes in inflation and is greatly
affected by the relative mix of the items considered, and the
change of that mix over time.
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4. Annual Rate of Change in Prices

The Annual Rate of Change measures the year-to-year change
in prices, computed by dividing one year's aggregate price by
the preceding year's aggregate price.

5. Index

The Index is a time series which measures the change in
prices from a fixed point in time, and is calculated by setting
the base year equal to one, and then multiplying the index value
of each year by one plus the annual rate of change of the next
year.

6. Current Dollars

An item or service is priced in Current Dollars if the
prices contain all inflationary increases expected to occur in a
program over the duration of the spendout of an appropriation.
Current dollars are also called '"then year" dollars, '"budget"
dollars or "fully inflated" dollars.

7. Constant Dollars

Constant Dollars measure the value of purchased goods and
services at price levels which are same as the base or reference
year. Constant dollars do not contain any adjustments for
inflationary changes that have occurred or are forecast to occur
outside the base year.

8. Real Growth

Real Program Growth - the year-to-year change in constant
dollars - is usually expressed as a percentage, and is computed
by dividing the constant dollars for one year by the constant
dollars of the previous year and subtracting one. Real growth

always implies a relationship between two or more time periods.

9. Spendout Rates

Spendout Rates (also called outlay or expenditure rates) are
the expected cash flow for a given appropriation expressed as
the percent expected to be spent in a given year. These rates
are appropriation unique and range from two years in the pay
accounts to as much as ten years in ship construction.

10. Outlays Index

An Outlay Index measures the impact of changes in inflation
on outlays; is used to convert outlays from current to constant
dollars; is used to compute the amount of inflation to be added
to a base price; and is used to reprice estimates when inflation
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assumptions are revised. An index for outlays is calculated by
compounding annual rates from any base year.

11. TOA Index

A TOA Index measures the impact of changes in inflation on
TOA, given a specific fiscal year and phasing of work performed
(or outlays), and is usually developed using the standard outlay
rates for an appropriation. The TOA index measures the budgeted
change of inflation from a fixed point.

VIl. TABLES

Table 5-1 Provides pay and inflation rate assumptions used
in the FY 1986 budget for DoD outlays. The FY 1984 rates are
actual rates based on calculations by the BEA, and the rates for
FY 1985-1990 are based on OMB guidance which continues the use
of DoD unique rates for major weapons systems, projected at a
1.3 multiple of the GNP rate. Fuel rates are projected
separately and inflation for all other purchases is estimated in
line with the GNP deflator.

Table 5-2 Provides pay and inflation assumptions used in the
FY 1986 budget for DoD BA. The pay raises are annual rates and
the same as table 5-1. The purchases rates are based on annual
outlay rates in Table 5-1 and converted to BA using the spendout
profiles from the FY 1986-1990 PPI.

Table 5-3 Provides inflation indices in base year
FY 1986=100 for each DoD appropriation title to be used in
converting TOA from current to constant FY 1986 dollars.

Table 5-4 Provides inflation indices in base year
FY 1986=100 to be used in converting pay and purchases TOA from
current to constant FY 1986 dollars.

Table 5-5 Provides inflation indices in base year
FY 1986=100 for each DoD appropriation title to be used in
converting outlays from current to constant FY 1986 dollars.

Table 5-6 Provides inflation indices in base year
FY 1986=100 to be used in converting pay and purchases outlays
from current to constant FY 1986 dollars.

Table 5-7 Provides inflation indices for the principal
economy-wide measures from 1945-1990, in base year FY 1986=100.
These indices are provided for a comparison of DoD inflation
with inflation in the general economy.

Table 5-8 Provides military and civilian [general schedulel
pay increases from 1945 to the pay raises assumed in the FY 1986
budget request.
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Table 5-9 Provides a chronology of inflation estimates since
February 1975. This table shows that the estimated inflation
rate for a given year may be revised many times before it
becomes actual.

Table 5-10 Provides outlay rates to be used in developing
outyear inflation factors for projecting future costs. These
rates differ from those used to forecast outlay estimates from
BA in that they do not allow for lapses in the accounts and they
only reflect the purchases spending profile, excluding fuel
whereas rates used to estimate outlays from BA levels reflect
spending patterns of the total account, including pay and fuel.
These rates are also provided in the PPI for developing the
FY 1987-1991 POM.

Table 5-11 Provides pay indices in base year FY 1986=100 for
each component of civilian pay in DoD. Separate rates are
maintained for general schedule [GS], wage board [WB], direct
hire foreign national [DHFN], and indirect hire of foreign
national [IHFN].
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Table 5-8
MILITARY & CIVILIAN PAY INCREASES SINCE 1945
General General

Effective Military Schedule Effective Military Schedule

Date Pay Salaries Date Pay Salaries
Jul 1, 1945 - 159 Oct 1, 1979 7.0 7.0
Jul 1, 1946 23.7 14.2 Oct 1, 1980 11.7 9.1
Jul 1, 1948 - 11.0 Oct 1, 1981 14.3 4.8
Oct 1, 1949 21.6 - Oct 1, 1982 4.0 4.0 v
Oct 28,1949 - 4.1 Jan 1, 1984 4.0 4.0
Jul 1, 1951 - 10.0 Jan 1, 1985 4.0 3.9
May 1, 1952 1929 ¥ Jul 1, 1985 3.0 =
Mar 1, 1955 - i) Jan 1, 1986 - -5
Apr 1, 1955 2.8 -
Jan 1, 1958 - 10.0
Jun 1, 1958 6.3 -
Jul 1, 1960 = Tad
Oct 14,1962 - 5.5
Gct 1; 1963 8.4 -
Jan 5, 1964 - 4.1
Jul 1, 1964 — 4,2
Sep 1, 1964 1.4 =
Sep 1, 1965 6.4 =
Oct 1, 1965 - 3.6
Jul 1, 1966 2.8 2.9
Oct 1, 1967 4.5 4.5
Jul 1, 1968 4.9 4.9
Jul 1, 1969 9.1 9.1
Jan 1, 1970 5.8 6.0
Jan 1, 1971 6.0 6.0
Nov 14,1971 13.1 -
Jan 1, 1972 5.5 54D
Jan 1, 1973 51 L |
Oct 1, 1973 4.8 4.8
Oct 1, 1974 5.5 5.5
Oct 1, 1975 5.0 5.0
Oct 1, 1976 4.8 4.8
Oct 1, 1977 7.0 7.0
Oct 1, 1978 5.5 5.5



Table 5-9
LONG RANGE INFLATION - DEFENSE

FY 1983

FY 1985 FY 1986 FY 1987 FY 1988 FY 1989 FY 1990

FY 1984

FY 1982

FY 1979 FY 1980 FY 1981

Forecast Date

5.6

Feb 1975
Jan 1976
Jan 1977
Jan 1978
Jan 1979
Jan 1980

DoD TOA

5.2
5.1

5.9

[+3]
™

T3]

-

o™

m

™~

o™

=

~

un

.

. 11.4

.

1981

Jan 1982
Jan 1983
Jan 1984
Jan 1985
Feb 1975
Jan 1976
Jan 191717
Jan 1978
Jan 1979
Jan 1980
Feb 1981
Jan 1982
Jan 1983
Jan 1984
Jan 1985
Feb 1975
Jan 1976
Jan 1977
Jan 1978
Jan 1979
Jan 1980
Feb 1981
Jan 1982
Jan 1983
Jan 1984
Jan 1985
Feb 1975
Jan 1976
Jan 1977
Jan 1978
Jan 1979
Jan 1980
Feb 1981
Jan 1982
Jan 1983
Jan 1984
Jan 1985

Feb

11.6

8.3

D - U

.

8.6

11,7

5.8

DoD OQOutlays

5.4

3.4

7.5

11.6

53.

12.9
12.3

7.8

127

12.3

12.1

12.3

12,1

T3

4.2

GNP Deflator

5.2

.

8.3

8

B.7

(=]
wn

™

.

=]

-

8.8

~r~
mm

oo

- =

mo

- =

L= -]
o

===
- -]

3.9

CPI

5.4

8.1

6.1

8.6
10.

.

12.4

1.8

13.6 11.6

10.4

13.6 1151

10.4

13.6 11.1

10.4

13.6 L%l

10.4

3.9

33

3.4

11.1

10.4



54.

TABLE 5-10
OUTLAY RATESTO BE USED FOR INCREMENTAL CHANGES IN TOA PURCHASES
(as Percent of TOA PURCHASES)

FIRST SECOND THIRD FOURTH FIFTH SIXTH SEVENTH
YEAR YEAR YEAR YEAR YEAR YEAR YEAR

MILITARY PERSONNEL

Mil Per-Army 88.22 11.30 0.48

Mil Per-Navy 92.84 6.10 1.06

Mil Per-MC 86.88 12.78 0.34

Mil Per-Air Force 91.65 8.35

Res Per-Army 81.13 18.11 0.76

Res Per-Navy 81.95 17.36 0.69

Res Per-MC 69.60 30.08 0.32

Res Per-Air Force 75.29 24.55 0.16

Nat Gd Per-Army 80.90 17.51 1.59

Nat Gd Per-Air Force 77.30 22.64 0.06

OPERATIONS AND MAINTENANCE

O&M-Army 64.06 30.70 5.24

O&M-Navy 54.07 40.67 5.26

o&M-MC 57.65 35.62 6.73

O&M-Air Force 67.42 28.57 4.01

O&M-Def Agencies 77.81 20.10 2.09

O&M-Army Res 69.23 24.18 6.59

O&M-Navy Res 66.77 28.06 5.17

O&M-MC Res 65.57 32.79 1.64

O&M-Air Force Res 82.08 15.61 2:31

O&M-Army Nat Gd 73.86 24.73 1.41

O&M-Air Nat Gd 78.82 19.77 1.41

Rifle Practice, Army 82.43 17.17 0.40

Claims, Defense 90.56 9.24 0.20

Court of Mil Appeals 79.11 19.99 0.90

PROCUREMENT

Army

Aircraft 16.80 44.04 25.93 8.99 424
Missiles 9.47 36.84 32.63 15.79 5.27
WE&TCV 3.1 38.80 33.16 18.18 6.75
Ammunition 26.04 41.67 18.75 10.42 3.12
Other Proc Army 8.35 35:27 36.17 17.55 2.66

Defense Agencies
Procurement 26.42 39.90 22.61 7.44 3.63




55.

TABLE 5-10 [Continued]
OUTLAY RATES TO BE USED FOR INCREMENTAL CHANGES IN TOA PURCHASES
(as Percent of TOA PURCHASES)

FIRST SECOND THIRD FOURTH FIFTH SIXTH SEVENTH
YEAR YEAR YEAR YEAR YEAR YEAR YEAR

Navy

Aircraft 13.71 40.93 28.87 13.40 3.09
Weapons 13.07 39.86 32.44 10.89 3.74
Shipbuilding & Conv 5.80 19.55 24.70 19.87 14.61 9.56 5.91
Other Proc Navy 11.17 3298  30.32 19.15 6.38
Procurement MC 8.49 22.88 37.68 2277 8.18
Air Force

Aircraft 7.98 36.17 27.13 13.83 14.89
Missiles 11.58 32.84 36.46 15.43 3.69
Other Proc Air Force 40.80 24.65 20.85 9.84 3.86
RDT&E

RDT&E-Army 45.35 42.16 11.19 1.30
RDT&E-Navy 52.58 39.62 6.06 1.74
RDT&E-Air Force 50.24 41.78 5.66 2.32
RDT&E-Def Agencies 43.63 45.00 9.04 2.33

Dir T&E, Def 28.30 55.03 12.78 3.89

MILITARY CONSTRUCTION

Mil Con-Army 15.54 37.05 23.83 8.81 8.03 3.63 3.1
Mil Con-Navy 12.74 45.34 27.87 8.28 3.74 1.62 0.41
Mil Con-Air Force 9.69 37.76 29.12 11.69 6.63 3.06 2.05
Mil Con-Def Agencies 9.60 39.90 29.29 8.08 6.06 4.04 3.03
Mil Con-Army Nat Gd 6.19 45.36 25.77 10.31 6.19 412 2.06
Mil Con-Air Nat Gd 5.15 34.18 32.84 14.43 8.25 4.12 1.03
Mil Con-Army Res 25.56 53.10 15.78 4.21 1.05 0.21 0.09
Mil Con-Navy Res 18.33 51.54 23.80 4.56 1.01 0.51 0.25
Mil Con-Air Force Res 9.94 58.08 21.32 6.60 3.05 0.76 0.25
Def Fac Replacement 14.21 41.67 28.50 9.38 6.24
FAMILY HOUSING

Construction-Army 3.14 28.27 43.98 15.71 6.28 2.09 0.53
Construction-Navy 5.21 38.54 30.21 14.58 7.29 3.13 1.04
Construction-Air Force 1.53 35.20 39.80 16.33 4.08 2.55 0.51

Construction-Def Ag 93.03 6.97

Op & Debt-Army 67.60 26.87 5.53
Op & Debt-Navy 58.74 30.10 11.16
Op & Debt-Air Force 60.43 30.78 8.79
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CHAPTER6
TOA,B/A,AND OUTLAY TRENDS AND PROGRAM CHANGES

Table 6-1 through Table 6-5 and Table 6-8 through Table 6-13
are historical series and provide summaries typically used in
analyzing trends in defense programs.

Table 6-1 provides an historical TOA summary by
appropriation title, from FY 1948-1986 1in both current and
constant FY 1986 dollars.

Table 6-2 is a TOA summary of pay, non-pay operations, and
investment costs in both current and constant FY 1986 dollars.
This summary is especially useful since the investment program
and the non-pay operations are identified on separate lines.

Table 6-3 is a component TOA summary in both current and
constant FY 1986 dollars. The Defense-wide total includes those
items in the budget not identified to a specific component such
as Retired Pay, Defense (until FY 1984); Contingencies, Defense;
and Claims, Defense. Beginning in FY 1983, Family Housing costs
are allocated to the Military Departments, and in FY 1985, the
military retired pay costs were budgeted by the Services 1in
their Military Personnel accounts.

Table 6-4 summarizes TOA by the major force programs in
current dollars.

Table 6-5 summarizes TOA by the major force programs in
constant FY 1986 dollars.

Table 6-6 gives appropriation summaries in current dollars
for TOA, BA and outlays.

Table 6-7 gives appropriation summaries in constant FY 1986
dollars for TOA, BA and outlays.

Table 6-8 provides an historical Budget Authority summary by
appropriation title, from FY 1948-1986 in both current and
constant FY 1986 dollars.

Table 6-9 is a Budget Authority summary of pay, non-pay
operations, and investment costs in both current and constant
FY 1986 dollars.

Table 6-10 is a component Budget Authority summary in both
current and constant FY 1986 dollars.

Table 6-11 provides an  historical Outlay summary by
appropriation title, from FY 1948-1986 in both current and
constant FY 1986 dollars.



Table 6-12 is an Outlay summary of pay, non-pay operations,
and investment costs in both current and constant FY 1986
dollars.

Table 6-13 is a component Outlay summary in both current and
constant FY 1986 dollars.

Table 6-14 gives the estimate of DoD Civilian pay in current
dollars.

Table 6-15 gives the estimate of DoD Civilian pay in
constant FY 1986 dollars.
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CHAPTER7
DEFENSE, THE PUBLIC SECTOR, AND THE ECONOMY

The Military Functions (DoD) component of National Defense
has not been adjusted in Tables 7-1 and 7-2 prior to FY 1985 for
the conceptual change in military retirement. DoD data from
FY 1945 through FY 1984 are actual outlays to military retirees,
while outlays for FY 1985 and FY 1986 are payments for the
estimated accrual costs of the current military force. The net
difference between the OMB and DoD treatment of military
retirement is shown as '""OMB redefined" in Tables 7-1 and 7-2.

Table 7-1 provides total Federal outlays from FY 1945-1986,
grouped under: National Defense, with a separate figure for DoD;
Veterans, Space and International Programs; Net Interest; and
Social and Economic programs, which includes General Science and
Technology (excluding the space program); Natural Resources and
Environment; Energy; Agriculture; Commerce and Housing Credit;
Transportation; Community and Regional Development; Education,
Training, Employment and Social Services; Health; Income
Security; Administration of Justice; General Government; Revenue
Sharing and general purpose fiscal assistance.

Table 7-2 expresses these data in constant FY 1972 prices.

Table 7-3 breaks down net U.S. public spending into its
federal, state, and local components from FY 1945-1986. These
exclude government enterprises (such as the postal service,
utilities, and liquor stores) except for any support these
activities receive from tax funds.

Table 7-4 expresses these data in constant FY 1972 prices.

Table 7-5 shows Gross National Product (GNP) for fiscal
years 1947 through 1986 in current and constant FY 1972 dollars.
The table provides a breakdown of GNP under these headings:
National Defense, Other Federal, State and Local, and All Other.
Data are on a National Income Accounts (NIA) basis. Also shown
are percentage distributions of the NIA by fiscal years.

Table 7-6 shows DoD employment (military and civil service
by component and industry employment) for the years 1940-86.

Table 7-7 shows U.S. employment and labor force data for
1940-86.

Table 7-8 is a master percentage table which shows DoD and
national defense spending as a percentage of various economic
and budgetary aggregates. Included are: DoD and national
defense outlays as a percentage of the Federal Budget and of net
public spending; DoD employment as a percentage of public
employment and the total labor force; and the defense share of
GNP on a budget basis.
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TABEE 7.3
U.S.PUBLIC SPENDING - FEDERAL, STATE, & LOCAL
($ Millions )
TOTAL FEDERAL | STATE & LOCAL LESS NET gggﬁéu.s.
Fiscal Year BUDGET GOVERNMENTS | GRANTS IN-AID
SPENDING
1945 92,712 9.200 859 101,053
1946 55232 11,028 . 819 65.441
1947 34496 14,000 - 1,603 46893
1948 29,764 17,684 - 1612 45,836
1949 38835 20200 - 1876 57159
1950 42,562 22,787 2258 63.096
1951 45,514 24,400 . 2.380 67.627
1952 67.686 26.098 2438 91'351
1953 76.101 27910 - 2'835 101176
1954 70,855 30,701 - 3,056 98,500
1955 68 444 33724 - 3207 98961
1956 70,640 36.711 - 3,561 103.790
1957 76,578 40,375 -3.974 112,979
1958 82405 44857 - 4905 122'351
1959 92'098 18887 - 6.463 134,522
1960 92,191 51,876 - 7.019 137,048
1961 97'723 56.201 - 7'126 146,798
1962 106.821 60,206 - 7'926 159 101
1963 111,316 63,977 - 8,602 166,691
1964 118,528 69.302 . -10.164 177,666
1965 118228 74678 -10,910 181,996
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TABLE 7-3 [Continued]

U.S.PUBLIC SPENDING - FEDERAL, STATE, & LOCAL

(S Millions)
_ TOTAL FEDERAL | STATE & LOCAL LESS NET gﬁ’gﬁt u.s.
Fiscal Yéar BUDGET GOVERNMENTS | GRANTS IN-AID SHEERiG
1966 134,532 82,843 - 12,887 204,488
1967 157464 93350 - 15233 235581
1968 178,134 102411 -18'551 261,994
1969 183,640 116,728 -20,164 280,204
1970 195,649 131,332 -24.065 302.916
1971 210172 150,674 -28.099 332,747
1972 230,681 168,550 -34,375 364,856
1973 245707 181,357 _41.847 385217
1974 269359 198.959 -43'357 424'961
1975 332,332 230,721 - 49,791 513,262
1976 371,779 256.732 - 59,094 569417
1977 409203 274215 - 68,415 615.003
1978 458,729 296,983 -77,889 677,823
1979 503,464 327'517 -82'858 748'123
1980 590,920 369086 -91'451 868555
1981 678,209 407,449 - 94,762 990,896
1982 745.706 436.896 -88.195 1,094,407
1983 808 327 466.421 -92.496 1182252
1984 851,781 500,000 -97,577 1,254,204
1985 959085 535000 107016 1'387.069
1986 973,725 570000 -100.668 1243057
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TABLE 7-4
U.S.PUBLIC SPENDING - FEDERAL, STATE, & LOCAL
(FY 1972 $ Billions )

_ TOTAL FEDERAL | STATE & LOCAL LESS U U S
Fiscal Year BUDGET GOVERNMENTS | GRANTSIN-AID |  ruBLIC
1945 260.6 35.4 - |25 293 5
1946 159.2 397 -|22 196.7
1947 88.3 249 - 137 129.5
1948 67.1 50.5 _Ey 114.2
1949 85.4 519 138 1335
1950 93.7 58.1 - 46 147.2
1951 97.3 58.4 - {43 151.4
1952 134.6 58.5 - 42 188.7
1953 1445 60.4 - 5.0 199.9
1954 131.3 65.8 - 5.4 191.7
1955 126.3 69.5 Y 190.2
1956 1292 732 -1 B2 196.2
1957 130.8 76.2 - 65 200.5
1958 135.0 82.1 .78 2093
1959 146.7 86.8 - 100 2235
1960 143 3 90.4 - 10.8 222.9
1961 149.9 95.7 - 109 2347
1962 162.4 98.9 - 119 249.4
1963 163.0 101.9 - 126 2523
1964 170.4 107.8 - 147 2635
1965 166.8 1134 - 155 264.7
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TABLE 7-4 [Continued]
U.S.PUBLIC SPENDING - FEDERAL, STATE, & LOCAL
(FY 1972 $ Billions)

TOTAL FEDERAL | STATE & LOCAL LESS NET ;3;32”-5-
Fiscal Year BUDGET GOVERNMENTS | GRANTS IN-AID
SPENDING
1966 183.0 121.6 - 17.9 286.7
1967 207.6 128.7 - 203 316.0
1968 224.7 1337 .' 938 334.8
1969 2203 143.6 . 242 339.7
1970 2203 149.7 . 270 343.0
1971 2227 159.4 - 296 3525
1972 230.7 118.6 - 34.4 314.9
1973 2333 1703 _ 397 363.9
1974 238.0 173.3 - 37.9 3734
1975 266.4 183.1 . 392 410.3
1976 279.5 187.6 . 4355 4236
1977 286.3 1836 - 467 4232
1978 300.2 184.1 . 494 434.9
1979 304.4 187.2 . 481 4435
1980 324.4 1916 _ 482 4678
1981 337.1 199.7 . 46.1 490.7
1982 346.1 199.4 . 404 505. 1
1983 360.1 199 1 . 407 518.5
1984 366.3 201.7 - 413 526.7
1985 397.0 205.5 _ 4355 559.0
1986 386.6 209.6 - 393 556.9
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CHAPTER 8
DEFENSE LONG - RANGE FORECASTS

Chapter 8 1is repeated again this year for internal OASD
COMPTROLLER use only. It shows the long-range B/A and Outlay
estimates for the FY 1986 President's Budget submission, percent
growth tables, and details of the OASD Contingency account.

Table 8-1 provides the DoD long range forecasts by TOA, BA,
and Qutlays.

Table 8-2 provides DoD Budget Authority by title in current
and constant FY 1986 dollars from 1978 to 1990.

Table 8-3 provides Army Budget Authority by title in current
and constant FY 1986 dollars from 1978 to 1990.

Table 8-4 provides Navy Budget Authority by title in current
and constant FY 1986 dollars from 1978 to 1990.

Table 8-5 provides Air Force Budget Authority by title in
current and constant FY 1986 dollars from 1978 to 1990.

Table 8-6 provides DoD Budget Authority by Service in
current and constant FY 1986 dollars from 1978 to 1990.

Table 8-7 provides DoD Outlays by title in current dollars
from 1984 to 1990.

Table 8-8 provides DoD Outlays by title in constant FY 1986
dollars from 1984 to 1990.

Table 8-9 provides the percent real growth for DoD Budget
Authority by title from 1984 to 1990.

Table 8-10 provides the percent real growth for DoD Outlays
by title from 1984 to 1990.

Table 8-11 provides a breakout of the Defense-wide
Contingency account by Appropriation Title.

Table 8-12 provides a breakout of the Defense-wide
Contingency account by Major Force Program.

Table 8-13 provides a breakout of the Defense-wide
Contingency account by Category (Pay & Non-pay).
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