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THE APPROACHES TO STRATEGIC
MANAGEMENT OF DEFENSE
RESOURCES: THE US EXPERIENCE

The article argues that for effective management of
defense resources, it is necessary to coordinate strategic
priorities with the general system of defense resource
management and public finances. Attention is focused on
the fact that in the USA several levels of such coordination
are distinguished: the initial, level of direct regulation and
control, the level of structural regulation and efficiency
assessment. It is revealed that the process of reforming
public finance management in the USA faces a number of
problems, in particular, coordination of goals, responsible
parties, adjustment of the public finance management
process itself and, if necessary, its alignment. Therefore,
it is the defense strategy and action planning that allows
achieving the desired results. The article examines that it
is strategic resource management that makes it possible
to form a plan to achieve goals, ensure comparison of
goals and desired results, assess all priorities and risks and
also establish responsibility. Regarding defense planning,
it is noted that it is important to bridge the gap between
resources and planners who develop a joint strategy for the
future capabilities of the armed forces and state financial
authorities, which should allow translating this plan into
reality. Enhanced coordination of relationships and different
views on resource provision processes is possible through
decentralization, i.e. thetransferof some powers (authorities)
to lower organizational levels, in particular by fiscal and
administrative methods. The main areas of improvement
of strategic resource provision are identified, among which
the following can be distinguished: development of better
models for: assessment and management of risks, design of
necessary capabilities / results to support them, assessment
ofnecessaryinputresources andtheircostand measurement
of the effectiveness of results. In addition, attention is

focused on what needs to be continued orimproved: search
for the most effective ways (cost of input resources used to
produce a finished ship) to provide capabilities, monitoring
of productivity, flexibility of «<solutions», connection of data
and systems to provide information.

Keywords: management of defense resources, strategic
priorities, public finance resources.

INTRODUCTION

The international system frames the forces and trends
in the global environment; it also frames the workspace of
national security policy and strategy makers. As they work
through the formulation process, with an understanding
for the interests and objectives of any actors in a given
situation, those involved in the business of policy and
strategy making must be able to account for the associated
state and nonstate actors present in the international system.
In addition, it has become particularly important that they
be able to assess the competing values associated with the
global actors, both state and nonstate, especially in relation
to the Global War on Terror. Also, given the criticality of
being able to call upon other nation states and international
or multinational organizations for support, the strategist
or policymaker must know which alliances and coalitions
are stakeholders in the issue in question. The international
system also affords the strategy or policymaker numerous
opportunities for advantage. If a nation-state can come to the
assistance of another nation-state or region in time of need
like a natural disaster or failing economy, the opportunity
exists to demonstrate concern and ultimately gain some level
of influence with the entity in need. The same may be true
when cooperating with other states as they transition toward
democratic forms of government or market economies,
or when accepting an international regime like an arms
control treaty. In all cases, these are opportunities to gain
acceptance and influence through and with other actors in
the international system.

RESEARCH RESULTS
For effective management of defense resources, it
is first necessary to align strategic priorities with public
finance management [4]. In the USA, several levels of
such coordination are distinguished: initial, regulation and
control, structured discipline and efficiency and Effectiveness
(aspirational). Let's consider each of them in more detail.
Level 0: Opaque, Unreliable, Unaccountable characte-
rized by:
— no transparency to decision making;
— limited accountability for public funds;
no or limited audit of expenditures;
— plans and budgets are of poor quality;
— budget is informal and unreliable.
Level 1: Regulation and Control is being evaluated:
— focus is on regulation and control of expenditures;
— disciplined and reliable expenditure information due to
increased accountability and transparency;
— little attention to the quality of expenditures;
— budget is formal and reliable but lacks strategic focus.
Level 2: Structured Discipline based on:
— focus on improving links between strategic plans and
public expenditures;
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— mixture of ex-ante and ex-post controls on use of public
resources;

— introduction of multi-year focus and separation of
operating and capital budgets;

— internal controls, audit and monitoring mechanisms in
place but centralized;

— budget is formal, reliable, multi-year and strategic
plans influence the allocation of some resources.

Level 3: Efficiency and Effectiveness (aspirational) cha-
racterized by:

— focus on improving performance of spending units;

— budget users accountable for impact on outcomes
through contracting with central ministries;

— multi-year budgets reflecting strategic plans are
classified by program;

— accounting and reporting on modified accrual basis
with strong focus on transparencys;

— budget is formal, reliable, multi-year and strategic in
focus with performance information influencing the
future allocation of resources.

It is worth noting that the process of reforming public
financial management in the United States is not as comp-
licated as it seems. However, it faces a number of problems
such as goal alignment, role alignment, alignment and
different, perspectives on processes and terms, system or
process alignment [2]. Defense strategy and planning: to
guide action that will help achieve desired outcomes. In
addition, it enables: provide plans to achieve goals, provide
cascading and measurable goals (desired outcomes), create
a method for knowing priorities and making risk/tradeoff
decisions, create an accountability framework.

Regarding the US Public Financial Management System
(PFMS), it makes it possible to control the distribution of
all resources in particular:

1. Support all financial operations.

2. Collect accurate, timely, complete, reliable and

consistent information on public financial events.

3. Provide adequate management reporting.

Strategic Guidance
NSS/NDS/NMS, DPG, GEF

Threats/Conditions

Joint Operating Environment

Force Elements

Readiness Reporting

Global Force DOTmLPF-P Acquisition
Management (Non-Mareriel) (Materiel)
Exercises/Wargaming Organize, Train and Equip Das Process

4. Support government-wide and agency policy deci-

sions.

5. Produce auditable financial statements [3].

Let's take a closer look at Role Alignment. One of the
great difficulties in defense planning and resources is
bridging the divide between planners who develop a joint
strategy for the current and future capabilities of the armed
forces and the budgeters who must translate this plan
into actual inputs purchased [1]. Alignment and different
perspectives on resourcing processes and terms are shown
on Fig. 1.

Acquisition
Process

*PPBE
Process

**JCIDS
Process

Fig. l. Alignment and different perspectives on
resourcing processes and terms
* PPBE — Planing, Programming, Budgeting and Execution;
** JCIDS - Joint Capabilities Integretion and Development
System

Extended interconnection alignment and different
perspectives on resourcing processes and terms are shown
on Fig. 2.

Expanded coordination of relationships and different
views on resource provision processes is possible through
decentralization, i.e. devolution of some authorities (powers)
to lower organizational levels:

e Fiscal: more fiscal decision-making authority and eco-

nomic resources.

Threats/Conditions

Joint Operating Environment

Capability Requirements
JCIDS Process

Resources/Investment

PPBE Process

Fig. 2. Extended interconnection alignment and different perspectives on resourcing processes and terms
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¢ Administrative: more administrative decision-making
authority [5].
Effects of centralized or decentralized decision authorit
will show in the Table 1.

Table 1. Effects of centralized or decentralized
decision authority

Centralization Decentralization

Decisions often made
by personnel closest to
situation

Decisions made at senior level,
which has authority to direct
major change

Decisions consistent with
strategic objectives

Engages personnel and
promotes initiatives

Can reduce duplication of
activities and risk of making
wrong decisions at lower levels

May enable more
flexible response to rapid
environmental change

Promotes better
accountability

May be more consistent in terms
of dealing with all stakeholders

Discourages initiative among
personnel

Puts organization at risk for
bad decision making and
favoritism

In the early development of PPBS, one of several (arguab-
ly) critical opportunities may have been missed:

e The Office of the Secretary of Defense (OSD) did
not change the existing budgetary system, which
allowed the military departments largely to retain their
budgetary independence.

¢ The military departments had to adopt similar processes
and structures to feed into new OSD processes, but
they were able to protect their respective identities,
preferred weapons systems and relevance.

Alignment is achieved through: planning, management

and control of the resource system in government, namely:

1. Planning, programming and budgeting (PPB, PPBS,
PPBES, PPBEAS, etc.).

2. Program budgeting.

. Management by objectives (MBO).

. Zero-based budgeting (ZBB).

. Target-based budgeting.

. Management information systems.

. Performance measurement, reporting and monitoring.
. Balanced Scorecard.

. Quality circles (extended to Baldrige, etc.).

10. Performance-based budgeting.

11. Output budgeting.

12. Total quality management/leadership (TQM/TQL).

13. Program analysis (prior to program approval).

14. Program evaluation (after program approval).

15. Forward year projection of expenditures and revenues.

16. Results-based leadership (results-based budgets,
outcome-based budgets).

17. Values-based leadership.

18. Capabilities-based planning (not a resources
management system) [6].

For public sector organizations, there is often a drive
to adapt tools, techniques, processes, systems, etc., from
the private sector in a quest to meet strategic goals and
improve efficiency without first asking whether they will

3
4
5
6
7
8

Ne)

help the organization achieve its strategic goals or manage
resources better.
The main recommendations are:
 Supports resource allocation activities and processes to
best achieve strategy.
* Documents and justifies programs to our governments
for appropriating.
Linking Planning to Budgets are shown on Fig. 3.
Analysis and decision-making will always depend on a
concrete appreciation for the way capabilities are instantia-
ted by programs (Fig. 4).

Planning system Budgets

Goals are achieved with the
units, weapons, & systems
that provide capability:
THE PROGRAMS

Linking Planning to Budgets
Threats < Strategies <> Forces <> Budget

Fig. 3. Alignment and different perspectives on
resourcing processes and terms
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2. General Purpose Forces %
3. Command, Control, Commo, &
Intelligence & Space 8
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2 4. Mobility Forces <
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E 6. Research and Development g
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2| 7. Central Supply and Maintenance E
.E; 8. Training, Medical and Personnel
S| Activities >
9. Administration and Associated z
Activities
10. Support of Other Nations >
11. Special Operations Forces g

12. National Security Space
Fig. 4. FYDP Structure

Five Elements of a PPB-Type System:

1. A program structure — a classification of the courses of
action open to an organization for attaining its objectives.

2. An approved program document that includes precise,
quantitative data on needs, resource inputs and program
outputs extending a number of years into the future.
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3. A decisionmaking process that establishes the
functions, rules and timetables for the actions required by
the system.

4. An analysis process for measuring effectiveness and
for weighing alternatives.

5. An information system that supplies the data required
to implement the system.

PPB-type system includes such kinds of issues:

1. Added bureaucracy.

2. Organizational «mistakes» or issues.

3. Allocating «fairly».

4. Inertia.

5. Politics.

CONCLUSION

There is a growing view that American foreign policy
has tended to be more assertively unilateral in recent
years. America's refusal to join the international ban on
antipersonnel land mines, its rejections of the Kyoto
treaty on global warming, an inspection and verification
protocol for the Biological Weapons Convention and its
withdrawal from the International Criminal Court and the
Anti-Ballistic Missile Treaty are offered as evidence of a
policy of avoiding international commitments that might
constrain America's freedom of action. Critics argue that the
United States pursues its own international agenda without
regard for the interests, views or concerns of the rest of
the world. The response is that the United States is acting,
as all states should and must, in its own self-interests. The
main areas of improvement strategic resourcing are develop
better models to: assess and manage risks, project needed
capabilities/outputs to support them, estimate inputs needed
and their costs and measure effectiveness of the outputs.
Also need continue or improve: finding most efficient ways
(cost of inputs used to produce the output of a ready ship)
to provide capability, monitoring performance, flexibility
in «solutions», connect data and systems to provide
information.
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Cotnuk B.B., Cornuk B.B., Kynak C.B.,
Hixoaaiiuyk O.P.

MIAXOAMN JO CTPATETTYHOT O YIPABJITHHS
OBOPOHHHMH PECYPCAMU:
JOCBIJ, CIIA

Y emammi o6rpynmosHo, wo ona egpexmusroeo 30itic-
HeHHSI YNPaeaAiHHs 000POHHUMU Pecypcamu Nompiono
V32000/Ccy8amu cmpame2iuti npiopumemu i3 3a2aibHO0
cucmemoro YnpasiiHHAM 000pOHHUMU pecypcamu ma oep-
JicasHumMU pinancamu. AKYeHmoB8aHo yeazy Ha momy, ujo 6
CIIIA suoxkpemnioroms OeKilbKa PiHI68 MAKO20 Y3200H4CeH-
HSL: NOYAMKOBUL, pi6eHb De3n0CcepedHbO20 Pecyno8aH s |
KOHMPOTIO, PiBeHb CIPYKIYPHO20 Pe2Yio8aHHs A OYIHKU
epexkmusnocmi. Busieneno, uo npoyec pedpopmysanis
ynpasninus oepacasHumu Qinancamu 6 CLIIA cmuxacmbcs
3 HU3KOI0 NPOOIIeM, 30KpeMa Y3200CeHts yinetl, i0no-
BI0AILHUX BUKOHABYIB, HANALOONCEHHS CAMO20 NPOYECy
VNPABNIHHA 0epHCABHUMU QiHancamu ma y pasi HeooXio-
Hocmi tioeo supisniosannst. Tomy came cmpamezis 000poHU
ma naanyeanHs Oiti 00360JA€ 00CAMU OANCAHUX pe3Yiib-
mamie. B cmammi oocnidoiceno, wo came cmpameeiune
VAPABIIHHA Pecypcamu 0a€ MOACIUBICIb cihopmyeamu
naian 0ocsieHenus yinet, 3abe3neyumu NOpiGHAHN yitell
ma Oa)scanux pe3yromamis, OYiHumu 6ci npiopumemu ma
PUBUKU, a MAaKodc 3akpinumu eionogioanvuicms. Ll[ooo
000POHH020 NIANYBAHHS 3A3HAYEHO, WO BAINCTUBO NOOO-
Jamu po3pus Migic pecypcamu, wo sUOLIAIOMbCs, NPOEK-
MYBANLHUKAMU, AKI PO3POOAAIOMb CRINbHY cmMpameziio 0is
MAtOymHix MO*CIUBOCIEN 30POUHUX CUT A OEPHCABHUMU
Qinancosumi opeanamu, AKi NOBUHHI 003801UMU Nepe-
secmu yeul niau 6 peanbHicmo. Pozwupene y3200cens
83A€MO038 'A3KI8 | PI3HI N021A0U HA NPOYecu pecypCcHO20
3a6e3nedents MOJNCIUBL ULTAXOM NPOBEOECHHSL OeyeHmpa-
Ji3ayii, mobmo nepeoayi 0esaKuUx NOBHOBANCEHb HA HUICHL
opeanizayiini pieHi 3 BUKOPUCTAHHAM (PICKATbHUX MA
AOMIHICMPAmMueHUX IHecmpymenmie. Buokpemneno ocnog-
HI HANPAMU B00CKOHANIEHHS CMPAMe2iuH020 pecypcHO20
3abe3neuens, cepeo sIKUX MOICHA GUOLTUMU. PO3POOKY
Kpauwjux mooeneti 05l OYIHKU Mda YNPAGIIHHA PUSUKAMU,
NPOEKMYBAHHS HEOOXIOHUX MONCIUBOCTIEU / PE3YIbmaAmie
015 IX NIOMPUMKU, OYIHKU HeOOXIOHUX 8XIOHUX pecypcCie
ma ix eapmocmi ma 8UMIpO8AHHS eqheKMUBHOCTI pe3Yilb-
mamis.

Kntouogi cnosa: ynpasninna oboponHumu pecypcamii,
cmpame2iuni npiopumemu, 060POHHE NIAHYEAHHS, Oep-
JicasHi PiHaHCco8I pecypcl.
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