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Abstract

04

PLANNING FOR PR RAM BUDGETING

by

' Kenneth M. Matthews

Many governing boards and administrators have considered or

attempted to implement Program Budgeting in their educational insti-

tutions. Few, if any, have,anticipated the magnitude or complexity

of the problems associated with'the process. This monograph provides

decision-makers with information to help them deal with these problems.

Program Budgeting is described as a system for securing' answers

to four basic .questions. Based on these questions the essential

characteristics of an operational Program Budgeting system are:

(1) focusing on outcomes rather than inputs, (2) the relating of resources

to outcomes, (3) including more than one time interval in the budget

document, and (4) stating outcomes in measurable terms.

The aftsumptions underlying the rationale for develnping a Program

Budgeting system are identified along with techniques for realizing the

potential benefits of the system. Technical and psychological problems

associated with Program Budgeting are presented as obstacles to the

realization of the system's potential benefits.

Planning for Program Budgeting is seen as a six-step decision-making

process. Each step of the pro ess is accompanied by suggested activities

Jand considerations. The monog aph concludes with a bibliography of

pertinent publications. \''
,



PLANNING FOR PlifIRAM BUNlETING

(.
Kenneth M. Matthews

Introduction

M44 governing boards and admiriators have considgred or

attempted to implement Program Budreting in their educational insti-

tutions. Few, if any, have anticipated the magnitude or complexity

ofthe proble*s associated with the process. Some of the difficulties

encountered by those attempting to implement a Program Budgeting system

resulted from: (1) an inadequate understanding of the'concept,.
.

(2) failure to accept the assumptions underlying the concept, (3) igno-

rance of the limitations of the system, or (l4) insufficient consideration

of the objectives to be met by qimplementing the system. This r, !!11,11

serves as a pfimer for those who are' considering initiating a Program

Budgeting system in their organizatinns.

What is Program 1.udgeting?

Con. erable variation exists in the descriptions of Program Bud-

geting. Program Budgeting has been Aescribed as a systematic approach

to deci- nn making, a framework for 141anninr, l a t.ommunication tool,

1

and a dAsr ed way or relating' activities to objectives.

1 Rnbert F. and J. A. Junrherr, ')perational PPK7 for Fduca-
tion (Evanst,)n, New York: Harper and Row, 1Q71) pp. 9-10.

orlandn F. Furnos, George J. Cnllins; and George B. Brain, Planning
Programming Budgetinff systems - A Practical Approach (By the authors,
1972) p. 2.

3Stephen J. nezevirh, Program Pudgeting - WPB;'), Berkeley,
California: McOltchan Publishing -orpnration, 1973, p. 3.
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Considerable variation is also evident in the acronyms which have

been proposed for Program Budgeting systems in education. The most

common being PPBS - Planhing, Pwgramming, Budgeting System. Other

acronyms (include: PPBES - Planning, Programming, Budgeting, 4nd Evalu-

ation System; PPBADERS - Planning, Programming, Budgeting, Analyzing,

Deciding, Evaluating,'and Recycling System; RADS - Retource Ai location

Decision System; and ARMS - Educational Resources Management ystem.
4

In spite of differing descriptions of Program Budgeting, the

concept itself is simple. Program Budgeting may be thought of as a

system of securing answers to four basic questions: (1) "Wh t do you

.want to achieve?" (2) "How can you achieve it?" (3) 'When wi 1 you

achieve it?" and (4) "How will you know that you have achiev:d it?"5

Examination of these four questions reveals characteristics which

will be present in an operational Program Budgeting system. The focus

of Program Budgeting is on outcomes rather than on inputs. T e first

question, "What do you want to achieve?" identifies the focus of Program

Budgeting. All other processes are dependent upon the identification of

the desired outcomes or objectives. None of the other questions can be

answered until the,_desired objectives are determined.

The second question requires consideration of strategies or activi-

ties for achieving the objectives. This programming process includes

the identification of the resources required by each strategy designed

4Ibid, pp. 1-13.

sRobert F. Alioto and J. A. Jungherr, Operational PPBS for Education
(Evanston, New York: Harper and Row, 1971), p. 9.-

pef



to accomplish the desired objectives. Thus, in an operational Program

Budgetinc system, resources /3.-.6 related to objectives-

"When will you achieve it?" implies that different objectives may

be achieved at different times. If resources are related to objectives

and different objectives can be achieved at different times, then a

Program Budget document must include more than a single interval of

time. Most commonly, this is referred to an multi-year budgeting.

To answer the last question, "How krill you know that you have

achieved it?" requires that objectives be stated in terms which can be

evaluated. If objectives are atated in terms which cannot be *evaluated,

then the last question .cannot be ant, erect.

Rased upon the above, an operational Program Budgeting system will

be characterized by at, least the following conditions:

I. The fetus is on outcomes rather than on inputs.

BeSourres are related to outcomes.

i. More than .1ne interval of time is included in the budget
d(,cument.

Outcomes are st!tted in measurable terms.

According to one authority, an educational institution cannot be

sidertd ,Tprating in n Program Budgeting mode unless all of its

dimensions are present. This point or view is -onsintent with the various

acronyms propo.7ed for Program Budgeting. All of the acronyms use the

letter "1-1" to signify that Pro ram Budgeting is a system. consistent

:',tephf.r1 J. Knezevich, 1Ur)gram Budgeting (MN, (Berkeley
naltfornia: '4ccutrhan Publishing rorporation, 197-0 p.

11-

J
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with the systems concept, the various processes in Program Budgeting are

interacting and interdependent components of the continuous cyclic system.-

One'part of the system cannot be considered as a substitute for the whole.

Asumptioris Underlying Program Budgeting

The rationale t' 'r developing a Program Budgeting system is based upon

six assumptions. The utility of Prngram Budgeting to educational organi-

zations is dependent upon the acceptance of these assumptions by the

policy makers, administrators, and workers yf the organization. The

nix assumptions are:

1. The resources available to an institution are 1Pss than
equal to the demands of the institution.

The educational institution exi sts to produce a set ref
uutcomen - to achieve certain objertives expressed as
specific changes in rhararterintirs of the learners.

the ,.bjectives of an educati-nal institution can be
achieved.theoretically in a multitude of ways (program
plan:;) some ,,C which are more effective than others.

h. The productivity or an educational institution can be
Increased by the , rg4nization of learning activities
and supporting :lervices into programs specifically
directed t.(Rvi.ri achieving previously defined goals
and ertiVP

5. Better decisions regarding the selel'tion of program
plans and greater benefits from their operation result
when the posts thereof are cr,nsileeed on a long-term
(multi-year) basis.

(1. Bettor decisions regarding the seie,7tion of program
plans and greater benefits from their application
result when outcr?Thes are related methodically to
objectives.

7William H. Curtis (ed.) FAucati'hal Resources Manageent f7ystems
(Chicago: Research (orporation of the Association of ;'choral Business

' nffiials, 1W1) pp. '"f -i9.



If these assumptions are not accepted by the policy makers and

those who must operationalize the :;y .em, then

Program Budgeting to the ')rgani;ation

Pron i lent .1

'otential

the usefulness of

will _ diminished.

-enefits f Prpgram Budgeting

lins,(-)n saw Program Budgeting, in the Federal govenmen,t,

whip h would help identify new ways to do jobs faster, better,

foil less expensively. Pr, ram Budgeting systems i n education have

this name potential. Cost analysis techniques are essential to the

realization or the potential benefits of Program Budgeting sj\stems.

Inherent In all (7c1::t analysis techniques is the consideration c,r time

as a res,,uree in aidition to the human and material resource,}.

Cost analysis techniques vary In degree of sophistication. The

most elementary being, a compari son ,,r t. he cost :;. ,,r alternative pr,4,rain:

pereelvel t, be emfally effective in achieving desired objectives.

More complex cost analyses volv( a comparison or or ternative programs

differing In effert.tvezr, well as in costs. Of even greater

sophistication are cost, analysis techniques which predict, the relative

utility of programs with multiple objectiven and undetermined effective-

ness in achieving those objectives.

Finbert)F. Aliot, and J. A. Jungherr, fIerational f-r Fducat ion
(Evanston, New York: Harper and P,,w, 1971) p, Q.



Problems of Realizing the Potential
Benefits of Program Budgeting

1,

The major technical problems which must be overcome before the poten-

tial benefits of Program Budgeting are realized can be placed into two

categories. These categories are: (l) determining the relevant costs of

programs, and (2) determining the causal effects of programs.

Certain program costz,are clearly relevant. The salaries of teachers,

textflooks, and teaching supplies used in the program ate plainly direct

costs of the program. Other program costs are not so obvious. The cost

of administrative services, transportation, plant maintenance and operation

are not always clearly identifiable d9 relevant costs of a program.' What

cost; are relevant varies with programs, df; well as with individuals'

interpretations of the term rele'vant.

The causal effects of educational programs are difficult to isolate

from other ermtronmental influences. When changes occt the ehavior

of pupil!, it is difficult to determine if a specific ,r gram "caused" the

change or if some other factors influenced the char4e. For instance,

diffevences in home environments re relate,: to diffe rice in reading,

achievemen1 test scores and readi ability may directly influence

achievement test scores in the social sciences. Although statistical

techniques exist for determining relationships between variables which

may affect the changes in pupil behavior, they require sophisticated skills

and are not easily initiated.

In addition to technical problems, there are psychological problems.

. There may be resistance among the personnel of t.lw ,rv7ani7qff A f, 'he
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implementation of a Program Budgeting system; particularly, if such

system is perceived as a personnel evaluation system:

A second type of psychological problem develops whene%ier sophisticated

decision making tools, such as Program Budgeting, are applied to .problems

which are political in nature. Program Budgeting does not generate deci-

sions. It simplyArovides a means whereby better decisions can he made.

Political problems xequire political decisions. Before the potential

Uenef its of Program Budgeting can be obtained decision makers must utilize

the information generated by the system.

Implementing Program Budgeting

The process of deciding to implement a Program Budgeting system is

essentially the'saMe as other decision making or problem solving processes.

An initial step might he the recognition, definition, and limiting of d

problem. If no problem is perceived, or no questions need answers, then

no further action is necelsary: If decision makers consider current prac-

', tices adequate, then a' Program budgeting system is not needed. Once the

de(.ision makers 'perceive that d problem rxists, then the problem should be

clearly defined and limited. If, for instance, the decision makers desire

answers_ to quesCions such as: "What.are the costs and benefits of our

vocational programs?" and current practites cannot provide the answers,

then a problem exists.

When the problem is recognized it can be defined and limited. Using

the above example, definitions should clearly rhrr-iry what moat hy

the terms; "costs," "benefits," as well as, what constitute'; the
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"vocational programs." At this point, it would be helpful to the

problem by specifying. the kinds of information the decision makers believe

to Le relevant to the problem.
a

The next step in deciding to implement d Program Blidgeting systim

to thoroughly analyze and evaluate the problem. In this phase of the

i!. proce:_;!., ill ..,Itti.ectt; of the problem are dert.H.

whLti L. c'AI:.1,1cret1 are:

1. Are there techn cA 1. ,Jr ; GA1 itui ion wh i itk:t <.

changed before the problem can be solved':

Are there changes in the formal organizational structure wh:(.!.
must ta're place before the problem can be solved?'

peill new problems emerge as d re!;ult of olvinp this problem:

A ti r(.1 rrki j or i of- I 10' procet';t; wc)ul (1 1,r. t

e7;tablish .tandards 1,7 which (.31utiorio the problem can be ev.mluAte.l.

:n thi pnase , A m ainimal Lceptable level of efrectiyeness ',hould be

Aetprmined and criteria for evaluation ,.,tahlished. An eva1-tia-t-i.-44

model could Le developed at trii!; point to compare the benefit:. and costs

of alternative :;olution!, to the problem.

h t 1 4 he it , ;,1111,,,

11 1 ;,ertinent t the fictL i At :intr orp,ani7,,ed.

Lit i m47ht ihultkie latement.; the differences between the s*ituation

(urrently exi.t hir AriA the .ituation which would exit when the problem

1ved.

The next in,r.e of the decision making proces!; is the formulation of

several :4olution', to the problem, selection of a preferred solution, and

te:Jing of the ';olution before it I implemented., :;everal types of

Program iiudgeting -;/;ern 7; might developed. Perhays, once the problem



is clearly defined and-limited,-it might be found that lesS than a compre-

hensive Program Budgeting system could solve the )roblAm. If all the

decision makers desire is program cost data, then a cost accounting system

might be adequate to solve the problem.

Once alternative solutions ti-) the problem are developed; one or more

of them are selected fur testing. A testing program-might consist of

simulation activities or the implemen'tation of the selected solution in a

mall segment at the -917'

,:lnmhinaPion of simulation and pilot testing might 'be an even more effective

wayof dehugging the program before full* scale implementation.

0

The final. sfep of the .process is the implementation and evaluation of

'a preferred solution to the prOblem. The evaluation being in terms' of the

riterla developed during ,the third.phase of they decision making process.

In summary, the decision to implement a Program Budgeting system

shotild consisct. of d six step process:

I. Define and limit a prohlem to be solved or a question to be
an;.,.wered.

1. Analyze the problem in terms of tehniml or psychologival
-4,..a.f4or':, 'as well as, new prohlems which may emerge d!i

re suIT sflIving this problem.

1)evlup ntandar:17.4.4joh solutions to the prc,hlem can be
evaluated.,

4. Collect and organi.;:e'.1.11 data pertinent "htlp.. to decision.

;elect a preferred soluti,In to the prohlem and test it.

. Implement the preferred solution and evaluate it.
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