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A
Abstract
. \
" PLANNING FOR PROGRAM BUDGETING
% . by .
e * Kenneth M. Matthews | .

Many governing boards and administrators have considered or .
attempted to impiement Program Budgeting in their educational insti-
tutions. Few, if any, have\@nticipaﬁed the magnitude or complexity.
of the problems associated with the process. This monograph provides _
decision-makers with information £o help them deal with these problems.

Program Budgéting is described as a system for securi;R.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 lnterval in the budget
document, and (L) stating outcomes in measurable terms.

The a%sﬁﬂﬁtiQQi\uhderlyinR the rationale for developing a Propf&m
Budgeting sysfem aré identified along wi£h teghniques for realizing the
potential benefits of the system. Technical aﬁd psychological problomn
asgsociated with Prégrém Budgeting are presented as obstacles to thg '
realization of the system's potential benefits. ) ///

Planning for Pfogram Budeeting is seen as a six-step decision-making
process. Each step of the prodess is accompanied by suggested activities
and considerations. The monograph concludes with a bibliography of

pertinent publications. ‘x;“xm | )
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PLANNTNG FOR PROGRAM BUDGETING
‘ , r
. Kenneth M. Matthews
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J Introduction

Mgﬂy governing boards and administrators have‘considgred or .
s

attemptédgto implement Program Budreting in their educational insti-
tutions. %ég, it any, have anticipated the magnitude or complexity
of"the probl;ﬁsﬁassociated with the process. Some of the difficulties
encountered by those Attempting to implement a Pronram'depeting system
resulted from: (1) an inadequa@e'understanding of the’concept, '

(25 failure to accept the assumptions underlying the concept, (3) irno-
)f rance of the limitatinns of the system, or (4) insufficient consideration

of the ovbjectives to be met by implementing the system. This r o+ . raph

_ serves As A primer for those who are considering {nitiating a Propram

Budgetinp‘nystem in their orpanizations.

What is Program Budgeting?

v

- Congtflerable variation exists in the desceriptions of Program Fud-

. Program Budretine has been ‘lescribed as a systematic approach

. ' . . , 1 . .
to decigjon makine, a framework for planninge, a communication tool,
.
and n discD) ed way of relating activities to objectives.

.

Irobert F. Aliot~ and 7. A. .Tunrherr, Operational PPBT for Fduea-
. " tion (Fvanston, New York: Harper and Row, 1971) pp. 9-10.

Dﬂrlandm F. Furnn; Georpe J. Collins; and Georpe B. Brain, Planning
Programming Rudgeting Systems - A Practical Approach (By the auth rs,
1772) p. 2. .

//
3Sfephen J;/Knozevirh, Propram Mudgeting - (PPBS), Ferkeley,
California: McC4tehan Publishing “orporation, 1973, p. 3.
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+ ’
been proposed for Program Budgeting systems in education. The most ) .

¢
v

common being PPBS - Plahhing, Pppgramming, Budgeting System. [Other

acronyms ﬁnclude: PPBES - Planning, Programming, Budgeting, énd Evalu-

- ’

-~ . /
Y o) //
. ‘1: a - 2
. Considerable variation is also evident in the acronyms which have
. i
ation System; PPBADEBSf; Planning, Programming, Budgeting, Andalyzing,
- . e & . |

Deciding, Evalddting,f;nd Recycling System; RADS - ReSource Allocation
Decksion System;/and;%RMS - Educational Resources Management _ystem.u
\ , - Ih‘spi%e of differing desé;E;;I;ns of Program Bﬁdgeting, the
concept itself is simple. Program Budgeting may be thouglt of as a
system of securing answers to four basic questions: (i) "Whalt do you
.want to achieve?" (2) "How can you achieve it?'" (3) "When willl you
achieve 1t?" and (4) "How will you know that you have achieved it?”5

/ : Examination of these four questions reveals characteristjiics which

will be present in an operational Program Budgeting system. [fhe {focus
™~

of Program Budgeting 1s on outcomes rather than on inputs. Tbe first
question, "Whdat 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 cdan 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 .

o

“Ibid, pp. 1-13. . ' .

«

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

- . % 5
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to accomplish the desired objectives. Thus, In an operational FProgram

Budgéting system, resources a;k related to objectives. !

o 1"

"When will you achieve it }mplies that different objJectives ﬁay

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

. +
.

and differcnt objectives can be achieved at different times, then a
Program Budpet document must include more than a single interval of
time. Most commﬁn]y, this is referred to as multi-year budgeting.

To aﬁgwer the last question, "How yill you know that you have
achieved it?h requires that objectives be sigted in terms whirﬁ can be
evaluated. If objectives are stated in terms which cannot be evnluated,
then the last question-cannot be andyered. .

Based upon the above, an operatlirnal Propgram Budpeting system will

J ‘ .
be characterized by at least the following conditions:

1. The focus is on outcomes rather than on inputs.
2.  Resources are related to outcoomesn, "

3. More than one interval »f time i3 included in the budget
dc.cument, .

4. Outeomes are stated in measurable terms,
Accordineg to one authority, an educational institution cannot be cone
sidered t.. bte operating in a roeram Hodeeting mode unless all of jto
. f") oy . . r 1
dAimen=ions are present. “hin point of view s conanistent with the varioun
acronyms propozed for Program Hudeetine, All of the acronyms usze the

letter "S" oo sivnify that Program doadeeting is a system. Consistent

Jre
a1t

tephen J. ¥nezevich, Propram Budpeting - (PFRC), (Berkeley
California: MeCutchan Pablizhine Corporation, 197%) p. 236,
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with the systems concept, the various processes in Program Budyreting are
interacting and interdependent components of the continuous cyclic system.

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

Assumpt ions_Underlying Program Budgeting

The rationale £ developing a Program Budeeting system is based upon

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

. *

zations is dependent upon the acceptance of these agsumptions by the

policy makers, administrators, and workers ¢f the nrganization. The

six assumptions are: ~

1. Tha resources available t. an institution are less thnn
equal to the demands of the institution.

. The educational Institution exists to produce a set of
outcomes - to achieve certain objectives expressed as
specific changes In characteristics of the learners.

i, '?h(' cbliectives of an ecducational inatitution can be
achieved theoretically in a multitnude of ways (prngrﬂm
plans) some - ¢ which are more effective than others.

L. The productivity »f an educational institution can bhe
{nereaced by the credAnization of learning activities
and supporting serviceg into programs gpecifically
directed t®nard nchieving previously defined goals
and  bjectivesn, '

. Better decizions regarding the sele¢tion of program
plans and preater Lenpefits from thedr operation result
when the ponta thereof are conoidered on a long-term
{multi-yenr) basis,

6. better decinions regardine the celection of program
plans and greater benefits from thelr application
reqult when utcdmes are related methodically to
obJectiven, !

TWilltam H. Curtis (ed.) Elucati nal Resources Management, lystems
(Chiraga: Research Corporation of the Asnocintion of School Business
Yoorficials, 1971) pp. ¥1-39. ‘

¥
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If these assumptions are not accepted by the policy makers and

—
those whe must operationalize the system, then the usefulness of

Program Hudgeting to the srpanization will be diminished.

\\\‘7?33%;2a1 Benefits of Propram Rudgeting

\

Presilent Johnson saw Program Budpeting, in the Federal povernment,

¢
-
.

a5 1 tool which would help {dentify new ways to do jobs faster, better,

[¢] ’ P
+ -
and less expensively, Propram Budgetipng systems in education have

« «

thiz same potentinl.  Cost analysis techniques are esgentdial to the

realization of the potential benefits of Program Budeeting axstems.
. ‘\\
Inherent in all cost annlysis techniques is the eonsideration ¢f time

\
as o a resource in addition to the human and material renourCQJ.

Cont analysis techniquen vary in degree of gsophistication., The

meat elementary being a comparison o the costo, »f alternative pPrograms

pereejved to be eqinlly effective in achieving desired objectives.

Vd .
More complex cost analyses # comparison of a¥ternative prorrams

differing in offvvtiwu{qhh 27well as in contn.,  Of even greatoer
sophistication are cost analysis techniques which predict the relative
utility of proprams with maltiple oblectives and undetermined offective-

ness in achieving Lthese objactiven.

8Rﬂbert F.o Aviote and J.0 A, Junegherr, Operational PR Cor Fducation
(Evanston, New York: Harper and Kow, 1971) p. a.




Problems of Realizing the Potential
Benefits of Program Budgeting

~

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: _(1) determining the relevant costs of
*

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

Certain program costs_are clearly relevant. The salaries of teachers,
textBooks, and teaching supplies used in the program dre plainly direct

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

of administrative services, transportation, plant maintenance and operation
. : g - §

are not always clearly identifiable as relevant costs of a program. - What

cost s are relevant varies with programs, as well as with individuals!

. 5 . +
interprctations of the term relevant.

The causal effects of educational programs dare difficult to fisolate

trom other environmental influences. When chanyes occt
. .

ot pupils 1t is difficult to determine if a4 specific prdgram "caused' the

chanpe or if some other factor: influenced the change. TFor instance,

differences in home environments wre related to diffe in reading

4

achievemend test scores and reading ability may directly influence
. . ‘ . . . »
d4chievement test scores in the soclilal sciences.  Although statistical
techniques exist lor determining relationships between varigbles which
’
may affect the chanpes 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 the reanizati g to the

-

ERIC

s .
&



implementation of a Program Budgeting system; particularly, if such a . .

system is perceived as a personnel evaluation system.

A second type of psychological problem develops whenever sophisticated

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

v

. which are political in nature. Program Budgeting does not generate deci-
sions. It simply provides 4 means whereby better decisions can be made.
Political problems require political decisions. Before the potential

enet ity of Progfam 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
L . 1 [y B

essentially thersame as other decision making or problem solving processes.

N v
W -

An initial step mipht be the recognition, definition, and limiting of a-
problem. It no problem is perceived, or no question: need answers, then
no lurth;r action is necessary. It decision makers consider current prac-
“ tices adequate, then a Program Budgeting system is not needed. Once the
dec ision makers perceive that a problem exists, then the problem should be
clearly define! and limited. If, for instance, the decision makers desire
answers, to questions such as: "What.are the costs and benefits of our
A Y
vocational programs?'" and current practites gannot provide the answers,
then a problem exists.
When the problem is recognized it can be defined and limited. Using
the above example, definition:s should clearly specify what {5 reant by

"

the terms; "costs,' "benefits,'" as well as, what constitutes the

'f)
~
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. . . : . : : 8
\ - ) N .
"vocatlional programs.' At this point, it would be helpful to.limit the
. R @ : ’
problem by specifying the kinds of information the decision makers believe
? . . -
. , Q :
to Le relevant to the problem, . : .o
. The next step in deciding to implement a Program Budgeting uvstem is
. . ) ) ‘
to thoroughly analyze and evaluate the problem. In this phase of the
dJecinion making ;'vr‘oc(_-:;.'.,- all aspects of the problem are .considered.  Come
Jue L tions which mistt be oonnidered are: ) ,
L. Are there technical or ;oychological situation: which must Le o«
chanyed before the problem can be solved?y T
\N\
J.  Are there changes in the formal orpanizational structure whion
must take place Letore the problem can be solved?:
. 3. Will new problem:. emerye as a result of solving this problen.
A third major phane of -the decininn making process would be to
. ' . “\-\‘\
eastalli standards by which solution™-to the problem can be evaluated.
T . .
S thin phase, a micimal acceptable level of ef fectiveness ~hould bLe
determined and criteria for evaluation <. tablished. An evaldarian
model could Le developed at this point to compare the bLeénefitn and costy
» .
»
of alternative colutions to the problem. ;
2
The fourth itep o moy bt el ol Pne b e Jlectd o phiace s A0 Prin time

1itl data pertingent to o the decinion are gathered and organized. 'I"t.m:‘;_.(-
data mipnt include tatements of the difference:s between the <ituat iun
curpently exiting go! the ltuat ion which would exi;t when the problem
is nolved,

The next jhase of the decision making proces: is the formulation of
severdl sotution. ta the problem, selection of preferred solution, And

testing of the solution hefore it is implemented.  Leveral types of

Program pudpeting systems might be developed.  Perhaps, once the problem

»
s
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. . 3]
- “
‘ is clearly defined and limited,-it might be foundthat lesi than a compre-
| - ~
| . . )
i hensive Program Budgeting system could solve the roblém. If all th
. . . b - .
. decision makers desire is program cost data, then a cost accounting system
might be adequate to so0lve the problem. .
Once alternative solutions téH the problem dre developed, one or more
. of them are selected for testing. A testing program” might consist of
simulation activities or the implementation of the selected solution in a
\' amall seyment of. the o vttt ' peratl oo SN U B EVUL N SIS BT Cerhapnoa
combinarion of simulation and pilot testing might be an even more effective
way "ot Jebugping the program betore full scale implementation.
. ~~~° . ~ N . .' . v . . 3
. Che tinal sfep of the process 1s the implementation and evaluation of
“a preferred solution to the problem. The evaluation being in terms of the
. N .
criteria developed during the third.phase of the decision making proces:s.
: In summary, the decision to implement a Program Budgeting system
should consist of a nix step process: ‘ \
: . . b
1. v Define and limit a problem to be solved or o question to be
! angwered,
. = 2. Analyze the problem in terms of technical or psycholopical
qetors, as well as, new problems; which may emerye as a
. . » . -
x~er;uTY‘Mvzng this problem, o
5. Develop Titdhfidr‘mf;h solutions to the problem can be
evaluated, \ :
B : > o T e, . e
. h, Collect and organize’qll Jdata pertinent Ts«the decision,
: . b,
. )
. Select a preferred solutidn to the problem and test it.
R 6. Implemeht the preferred solution and evaluate it, )
.y
r - r-d
Qo ’
-
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