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ABSTEFACT

The planning, programming, budgeting system (PPBS) is
an irstrument to help policy-makers assign priorities and allccate
resources. It does not seek to computerize what is essentially a
political process, nor is it intended that the statisticians and cost
accountants take over functions that properly belong to the political
decision-maker. PPBS is a methcd of organizing inforration in a more
effective way for decision-making, with the aid of modernm analytical
techniques. The principal elements of any PPBS are: (1) the precise
identification of program objectives; (2) systematic consideration of
alternative means of reaching those objectives in terms of their
relative benefits and ccsts; (3) forecasting the future-year cost
implications of present decisions. In addition to explaining the PPB
System, this monograph attempts to dispel exaggerated claims and
misconceptions and describes some uf the practical problems
accompanying implementation. (Author/DW)
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PREFACE

During the year 1968, Dr. Grossbard was employed
by the U. S. General Accounting Office where he
participated in a survey of the progress of fed-
cral agencies in implementing the planning, pro-
gramming, budgeting system. Much of the informa-
tion and many of the conceptual ideas contained
in the following pages are based on materials,
ideas and documentation generated during that
survey.

A number of notable political scientists, econo-
mists and public administrators have made con-
tributions to the literature of PPB which are
eminently useful to the comprehension of the
system. Parts of this parer represent an assem-
blage of what the author corsiders to be the most
lucid and perceptive of their comments.

This report is reprinted by permission from the
Bureau of Governmental Research, University of
Rhode Island, Kingston.

Richard J. Wolfert
State Librarian
January 1974
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INTRODUCTION

Dramatically increasing public expenditures have necessitated a
search, on the part of state and local governments, for more effective
and cfficient ways to use available resources. The tax and manpower re-
sources needed to support public services are clearly limited. As ex-
penditures rise and available tax resources are streiched, the public
increasingly is demanding justification for all public service costs.

Against this background, state and local officials are becoming cog-
nizant of the need for a2 more responsive and timely system that will e
fectively communicate to the public the costs of governmental program
outputs. They nced a system that will allow for better decision making,
alternative selections, planning, and forecasting. PP3S (planning, pro-
gramming, budgeting system) appears capable of meeting these needs.

The emergence of PPBS along the lines that have been established
stems from two other sources as well. First, the resonrces of government
are always less than ace necded to accomplish all of the things that
government would like to do and that should be done. Therefore,
among competing claims on resources, governments must choose those
which contribute most to governmental objectives, and those choices
must be made with a degree of rationality that will insure maximum
use of scarce resources.

Sccond, governmental programs rarely have an automatic Tegu-
lator that indicates when an activity has ceased to be productive or could
he made more cflicient or should be displaced by another activity. Private
business rclies on profits and compctition to furnish the needed incen-
tive and discipline and to provide a feedback on the quality of decisions.
The systera is imperfect, but basically sound in the private sector; it is
virtually noncxistent in government.

Dwight Waldo, writing in 196C, termed PPRBS the “happening of
the decade in public administration.” While the concept is indecd nop-
ular among public administrators, this writer is convinced that it has
been anything but a “happening,” in a practical sense, at the state or
local level. This writer is also of the opinion that PPBS nas not taken
root in statc and local government largely because of some fundamental
misunderstandings about its intent and applications.

The purpose of the following monograph, therefore, is a threefold
one: first, to explain the PPB System and its applications; second, to
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attempt to dispel certain exaggerated claims and misconceptions about
PPB; and third, to describe some of the practical problems frusurating
efforts to fully implement the system.

While the ensuing pages may be familiar ground for those who
are deeply immersed in the implementation of PPB, this publication is
not directed primarily to such persons. Rather, it is designed largely for
the public oflicial who has not had the time or the inclination to fully
explore this management innovation.

Finally, it should be noted that this paper is by no means an ex-
haustive study of the subject; nor can it serve as 2 how-to-do-it manual.
It is intended mcrely to stimulate renewed interest in and further in-
vestigation of a complex, but kighly important system.
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i
DEVELOPMENT OF PLANNING, PROGRAMMING, BUDGETING:
AN OVERVIEW

The budgetary process in the United States has undergone an his
torical evolution from line-item budgeting to the current planning,
programming, budgeting system. Three discernible stages of develop-
ment have been identified. The first stage was control oriented, the
second stage was management (or performance) oriented, and the last
(i.c.. the present) stage is now becr ‘ng planning oriented.

Line-ftem Budgeting

The line-item type of budget is still used by many governmental
agencies and municigalities. Most municipal budgets operate on a twelve-
month fiscal year with revenues and expenditures for the present year
usnally based on previous experience. This type of budget is reviewed
concerning its rcasonableness and its demands for a particular period.
The positive charactensstics of this type of budget are as follows:

L. 1t does provide for some control of work.

2. It casts budget categories in terms of organizational units and
characters of expense.

8. It provides effective cortrol over administration.

The traditional line-item budget grew out of the need for account-
ability in government, and many of the budget systems today remain
just that -a tool for accountability purposes.

One of the greatest values of this traditional budget is that the
cycle is repeated every year, thus forcing regular review of activities and
service policics. The danger inherent in cyclical budgeting, however,
is that it can invite short-run thinking and a tendency to tpone nec-
essary expenditure increases or revenie measures to some fitture budget
period.

The problem with the traditional budget is that it does not do
2nougl. Some of its limitations include:

1. dsfficulty in relating budgeting to objectives;

2. poor basis for resource allo ation;

3. low visibility into the in-pact of derisions for future years’
budgets;

4. difficulty in relating expenditures to accomplishments;

5. difficulty in objectively comparing alternative ways of accom-
plishing objectives;

6. lack of integration among planning, budgeting and control.

State and city governments are viable institutions that have existed
for many years. The budget for any current cycle is inevitably greatly
affected by past commitments, established levels of service, the existing
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organizational structure, and currenc methods of operation, any of
which may not be entirely satisfactory.

Budgeting should be a continuing process and it appears that the
traditional line-item budget does not meet this test.

Performance Budgeting

I'he second stage of budgeting (1935 to about the fate 1950's) was
management (or performance) oriented. The management orientation,
paramomntt during this period, made its mark in the rcform of the
appropriation structure, the development of management improvement
and work measurement programs, and the focusing of budget prepara-
tion on the performance of the prescribed activities of eacl organizational
nnit.

In the federal government, the President recommended and the
Congress appropriated budgetary funds among varion, kinds of activity:
the granting of patents, the collection of taxes, the construction of
water resonrce projects, and so forth. But within each line of activity,
program managers were free to shift resources to insure maximum
cffectiveness. This represented a substantial change from the tradi-
tional appropiations structure which specified how much would be
spent on rent. travel and personnel.

Progress in the fcderal government was made during this period
i reducmg the detal in windh appopnations were made. For example,
just before the Second World War there were some 2,000 individual
appropriations; by 1955 this number had been reduced to 375.

Stated clifferently, a performnance budget is an expression in finan-
cial terms of the major activities or functions of a unit. The description
of cach program in the budget is based upon the job to be performed
rather than upon the objects of expenditnre which are required to do
the job. The description lays emnphasis on the job wuself, its size, and
what is required to accomplish it. While such a budget still expresses
the operations of a government in tenns of input—that is. personnel to
be hired, services to be paid for, or goods to be bought—the use of
the term “performance budget” also implies that the ontpnts of the
various governmental units will be measnred in some objective fashion
in order that their performance may be evaluated. ‘Thus, the concept
of a performance budget imnplies ti:at the budget will be organized by
programs or activities and, sccond, that there will be an expression of
estimates and accomplishnients in quantitative terms.

In order to develop a performance budget, the legistative body
needs information sucl: as the following:

1. What are the agency’s objectives; for what reason does the agency
ask for appropiations; what services does :he agency render
to justify 1ts existence?

2 What programs or activities does the agency use to achieve its
objectives?

3. What volume of work is requirced in each of the activities?

ta
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1. What has been the level of service which past appropriation
ordinances have provided?

What level of service may the legislators and the taxpayers ex-
pect if the requested amou:ts are appropriated?

S

The answers to the last three questions should be expressed in mean-
ingful units of service and in e cost of those units.

The parformance budget is now in use in many governmental
rurisdictions,

Planning, Programming, Budgeting

The most recent development in the budgetary process has been
the formulation of a planming, programming, budgeting svstem (PPRS).
PPE. then s not a revolimonary new systent; it has evolved gradually
from other hudgctary and fiscal ‘planning concepts. Two carlier move-
ments, in addition to performance budgetine, contributed significantly
to its evolution: 1y efforts at the federal level to integrate planning
and budeeting. and ) attempts 1o baild a scientific, cost-tility frame.
work within which the allocation of public funds would be made.
This latter movement became known as welfare economics.

PPLE ¢ained a real foothold, however, throush the introduction of
A4 ~eries of new dedisional technologies iiio the Department of Defense
(DODY, e a. operations research, cost-henefit analysis, svstems analysis,
(e These new thrusts, thich were largelv the result of the efforts of
the Rand Corporation, evenuually culminated in the rudiments of what
is refenied to today as a PPB system. .

PPB was comsidered (o have worked so well in the DOD that in 1965
President Johmson ordered federal civilian agencies to implement the sys
tem In annonncing the introduction of this system in August, 1965,
the President stated that once in operation, it would enable the gov-
erment to:

L. identify national geals with precision and on a continuing basis;
2 choose among those goals the ones that are most urgent;

3 search for alternative means of reaching those goals most ef-
feaively at the least cost;

1 inform ourselves not merely on next year's costs—but on the

second, and third, and subsequent years' costs—of fed:.ral pro-

grams;

measure the performance of programs to insure a dollar’s worth

of service for each dollar spent.

o

The overall objective of the PPB system, as initiated in 1965, was to
correct certain shotteomings in the planning and badgeting systems in
federal azenaes. “These shortcomings were identified by the Bureau of
the Budget as follows:

1. Program review for decision making had frequently been con-

centrated within too short a period.

2 Objectives of agency programns and activities had too often not

been specified with enough clarity and correctness.
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8. Accomplishments had been insufficiently presented for considera-
tion by top management.

4. Future ycars costs had not in all cases beca laid out system-
atically enough.

5. Fonnalized planning and system analysis had too little effect on
budget decisions.

The initial instructions concerning PPB from the Bureau of th.
Budget to exccutive agencies were contained in DOD Bulletin No. 66-3,
dated October 12, 1965. Each agency was required to develop a serics
of output-oricned categories (commonly referred to as program struc-
tures) covenng the total work of the agency; a comprehensive multi-
year Program and Financial Plan; and scvera! types of analyses including
Program Mcmoranda and Spedial Studies.

Built into the PPB Sysiem are procedures designed to improve
rationality in decision making. Tliese procedures may be surnmarized
as follows:

1. cstablishing goals and objectives after obseivations;
2. designing alternative means to arrive at established objectives;
3. predicting the consequences of cach alternative;

4. sclecting preforable altenatives in terms of the most valued
ends and the least costs.

In addition, by weighing decisions that are made in terms of what
must be achieved to what must be 1nvested, PPB prcvides procedures to
improve efficiency.

In performance budgeting, there is hardly any evidence that the
budger marratives and analysis contamed thercin have been used for
decision making: rather, they scem suited for giving the uninformed
outsider some glimpses of what is going on. In contrast, PPB provides
an objective basis for evaluating the cost utility of expenditures on an
on-going busis.

Fuully, by providing procedures to eliminate overlapping and
redundant  activities and by exposing ineffective employment of re-
sources, a PPB systemt also strives to inprove cconomy in government
operations.

Follacics, Naiveté and Confusion

Since its introduction in 1965, PPBS has reccived widespread at-
tention among public oflicials throughout the Country. It has been in-
stituted with varying degrees of success in a great many federal agencies,
n state government, and in local jurisdictions (mdduding school dis-
tricts) . However, while the introduction of PPB was accompanied with
great £anfare, the implementation of the new system has proceeded
with comiderably less than the “smooth sailing” anticipated by its pro-
ponents In fact, efforts to implement the system have been consistently
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stymied by confusion, ambiguity and misconceptions about what it is and
what it can do. Bertram Gross offers some incisive observations on this
situation.

As with any sigmificant inrovat-on, it has been met by both inerria aud hard.
fought resistance—particularly among old-tine budget personncl. T b+ led
to nitualvanon, overformalization, and overdocumentation. In¢ . of
PI'B papciwork, clogging the chanucls of govermnent comm a2, . in
some cases threatened the very capabihity for rational action 1. . was sup-
poseil to enhance.t

PP'B was autated, as with many other managerial techmques, in a burst of
granhiose clams of Incakthroughs and exaggerated application td irrclevant
sitwations, It has been proncered by many technical spectalists who—with little
unde; tanding, less interest, and no expenence in gencral ranagement—tend to
prop. 1ate the “fallacy of management (or administration® 3 technical gadgetry.”2

In addition, those responsible for the introduction and use of PPB
as a new management tool often fail to emphasize, or even sometimes
ignore, one very important aspect of the system—that PPB must operate
within the constraints of a political environment and therefore has im-
plications for politics and policy making. In other words, PPB does not
and cannot operate in a neutral, valuc-free environment. The PPB sys-
tem is only as good as the political decision makers and the bureaucratic
setting will allow it to be.

Finally, added to the above problems is the fact that PPB has been
caught in a jungle of verbiage and semantics.

Into the older jargons of Ludgeting, acconnting, and cfficiency engineering have
been mixed new terms from micro economics, sysicms enginecring and business
management . . . “Svstem,” “output,” “planning,” and “programming” have
become “fad words.” used with a false sophistication that often masks narrow-
munded naveté, In fact, there scems to be an unspoken “'gentleman’s agreement ™
that basic terme need never be defined.3

Indeed, PPB technicians a12 becoming <o absorbed in the process of
implementing the various component elements of the system that they
ate losing sight of the purpose of the system itself. What follows then,
in this and the ensuing chapters, is an attempt to define and describe
PPB—its putposes and its key conceptual elements. For without a firm
grasp of thesc essentials, the prospects for proper implementation of the
system remain dim.

PPBS Defined

It is critical to the understanding of PPB to establish from the ocut-
set what the system is not as well as what it is. To begin with, PPB
should not be considered a panacea for the present shortcomings of finan-
cial planning and budgeting at the state and local levels.

1Bertram M. Gross, “The New System Budgeting,” Public Administration Review,
(March/April 1939), p. 115.

2lbid., p. 115 (part of which is quoted from United Nations Department of
Economic and Social Affairs, Public Administration Branch, The Administration of
Economic Develohment Plannine: Principles and Fallacies, United Nations, New
York, 1966 [ST/TAO/M/32], p. 12)

’Ibid., p. 115.




L

O

ERIC

Aruitoxt provided by Eic:

Secondly, it should not be cor.itrued as an overwhelmingly com-
plete system requiring sophisticated comnputer applications. Thirdly, it
is not a system designed to r« place Luman judgment or political decision
making.

PPB is, however, a tool or an instrument to help policy makers
assign priorities and allocate resources among competing activities.
It comututes an attempt to miegrate policy formulation with budgetary
resource allocation and to provide a means for regularly bringing sys-
tematic analysis to bear on both of these crucial processes.

In a very pactical sense, PPB represents a 1ational means of fusing
together fundamental concepts and techniques that have been in use
for years m governmental jursdictioms—planning, programming and
budgeting.

.
PROGRAMS AND PROGRAM STRUCTURES

As a first step, PPB calls for a careful specification and analysis of
basic program objectives in each major area of governmental activity.
Within the context of PPB, “a program is a package which encom-
passes cach and cvery one of the agency’s efforts to achieve a particular
objective or et of allied objectives.” If the objective were to provide
for Inghway safety, the program would be composed of all agency ac-
tivities and expenditures put to that purpose.

The use and meaning of the terrn “program” as part of PPB is
different from its traditional usage. Before the introduction of PPB,
the word program was used to connote or describe functions, activities
or disciplines. To illustrate, under the old usage of the term, such ac-
tivities as “purchasing,” “property management,” “data processing,”
and other such functions were called programs. This habit of charac-
terizing what are essentially processes as programs persists even now,
Probably because the new use of the term progrem within a PPB system
Iy still misunderstood.

“Individual activities, functions, and professional disciplines,” ac-
cording to Samuel M. Greenl:ouse, “are the very antitheses of programs
in the PPBS sense.”® As he points out:

The whole Pi'nsS sdea 1s to facilitate the drawing together, the summation of
all agency eflests to meet particular objectives, so that the validity of each
program may e assessed an teuns of overall approach, dimension. and costs
and may be compared with other competing programs, pntential or existing.®

The developraent of a program structure is a prerequisite for the
implementation of a PPB system in any agency, and the development of

«Sainucd Greenhouse, “The Planning Prograrmmmg Bodecung Svstem* Rationale,
Language, and Idca Reolationships ” Public Admimistration Revi w, (Dec. 1966) , p. 278.

8Ibid, p. 278.
oltnd, p 273.
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a government-wide program structure is believed by some observers to
be a prerequisite for the realization of the full utility of PPB.

A program structure is an output-oriented (this term is used inter-
changeably with mission-oriented or objective-oriented) format which
presents data on all of the operations and activities of an agency or de-
partment in categories which reflect the agency’s purposes and/or ob-
jectives. In other words, agency programs which have substantially the
same bro.ad objectives are grouped together, and succinct headings
which describe these objectives are applicd to each grouping.

These outputoriented categories, which together should reflect the
total work of the agency, will then serve as a basic framework for plan-
ning, programming, and budgeting processes (including systematic an-
1lysis, reporting, multi-year forecasting of program outputs and costs,
and evaluation of accomplishment) and for relating these processes to
each other. A program structure also should take into account the re-
quirements {o- facilitating accounting, informing the public, allocating
resources, and decision making.

Traditional bhudgetary approaches tended more or less inevitably to
emphasize program inptts or resources requirements. Budget data were
organized by objects—personnel, compensation, travel, supplies, ma-
terials, and other objects of expenditure. In evaluating budget proposals
a nitural indlination was to focus on the reasonableness of a proposed
allocation hetween these objects. A najor purpose ot PPB is to overcome
this inclination and to assure that the budget process focuses on over-
all program objectives and the alternative ways of meeting these ob-
jectives.

The fundamental standard of highlighting objectives was very
adequately provided for in the Bureau of the Budget guidance to all
federal agencies which were develoning program structures after 1965.
These guidelines are just as applicable to state and local governmental
agencies.

The Bureau of the Budget, while providing elementary guidance,
left to the various agencies the basic discretion as to how their respective
program structures would be developec. The initial instructions (Octo-
ber 12, 1965) from the Bureau to the agencies on their program struc-
tures were limited to such considerations as the following:

1. The program strcture should be output-oriented and should
present data on all the operations and activities of the agency in
categories which reflect the agency's end purpose or objectives.

2. It may be desitable to have the basic program categories cut
across bureau lines to facilitate comparisons and suggest possible
trade-offs among clements which are close substitutes. It is desir-
able to develop program formats which facilitate comparisons
across agency lines.

3. To facilitate top-level review, the number of program categories
should be limited. For example, a cabinet depariment should
normally have fewer than 15 program categories. Agencies were

Q 15
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advise:l by the Bureau in April 1968 that an agency generally
should have hetween five and ten categories.

4 Program categories and subcategories should not be restricted by
the pesent appropriation pattern or budget activity structure.

As guals, ol ‘cetives and p.iorities of agencies shift with time and
circumstances, it may be necessary for PPB program structures to re-
Hect these drnges if such structures are to be an aid in making resources
allocation decisions,

Structure and Agency Organization

Burean of the Budget guidance to the aeencies in 1965 di-cussed
the question of the relatiomship of the agency prograin structures to
their organizational structures.

They indicated that it did not necessarily follow that those agencies
whose prozram categories ciosely resembled their organizaiional struc
tmes lud wot property structured their program categoties ~r that an
agency whose program categories cut across orpanizational lines had a
better prozram structure. A close parallel between program categories
and organizational units may simply reflect the fact that an agency's
oreanization before introduction of PPB followed program lines in a
way which seemed most useful to the agency’s decision makers.

It is importnt to remember thar a purpose of PPB is to provide
categories of programs which should be considered simultaneously when
major programmatic decisions are madc.

To flustrate, the objective of aninterdity Inghway prosram is not
to build highways. lighways are useful only as they serve a higher
objective, namely, transporting people and goods cffectively, efficiently
Al safely. Onee this is accepted as an objective, it becomes possible to
analyze and to determine from among alternative programs that one
which provides the most effective and efficient means of achieving the
stated objecive Sntt Bather, en a Yireer scale, e becomes possible to
onayze aviation, railroads and highways 10 determine the most ef-
lective network of transportation. But so lona as we think of the ultimate
objective of a roads or highway program as simpl laying conacete, this
comparvon of alternative programs (or alternative transportation sys-
tems) s impossible.

At the same time, while we want to view car objectives broadly,
weoare ot hielped at all by stating them toc broad!y. Highways or
transportation, for example, may contribute to the “good life,” but
to take thi. as our sole stated objective does not te'l us anything useful
about the desirable rate of highway or road builling, the (haracter of
the roads, their locations or even their rel~iionsh ps to other clements
of o nampotation system. In the case of highw.vs, we want a speci-
fiation of objectives broader than “laying concrete” but narrower than
“providing for the good life.”

In fact, there is a constant interaction between the aedision process
and our knowledge of our true objectives. Often, the more we learn

16




about how to reach an objective, the more clearly we begin to under-
stand the objective itself.

What {ollows is an example of a program structure for a State
Highway Safety Program Area. The following formulation also would
be applicable to the problem of highway safety at levels of govern-
ment other than the state level. In urban areas, the pedestrian safety
aspect of traflic safety is likely to be sufficiently larger; hence an addi-
tional program category covering pedestrian safety should be included.

Context for the Stote Highwoy Sofety Program’
Objectives for Highway Safety

We hasve aiccted to exanmune onc facet of transportation, highway safety. A
tentatise general objective for the lighway safety program would be:
—the 1eduction of loss of Wfe, nadence and severity of injury, and loss of
property due to haghway accidents.

We inust emphasize agam that this objective cannot be pursued in 2 vacuum.
Progicss towatrd the objective of highway safety must be balanced against piog-
ress toward other, posubly conflicting, objectives in trausportation and related
areas (r g, relocating residents of an ares through which a new, more safely.
designed highuay network 1s to run).

In sttuctuning a frammework for the plann.ag of highway safety, we choose to
break down the total program arca mto <ix major catcgories. (See Table I for
the total program structurc.) The first thice of these are concerned with pre-
vention of acadents through programs relating to (1) the driver, (2) the vehicle,
and (3) the systan of highways (or more hroadly, the environment in which
the driver and sehide operate). The fourth major catcgory is concerned with
rednang the tonsequences of those lmighwav acadents that cannot be prevented.
The fifth and sixth categor-es cover rescarch. planning and cvalnation and
suppartive scrvices respectinelv. Our initial formulation of the problem assumes
that the characteristics of cach of the components of the motor vehicle trans-
portat'on system taken scparately hase an effect on progress toward the goal
of hghwav safety. In each of these arcas ultimately we intend through analysis
to obtain better information on what the state can do to infiuence safety.

In this cffort. 1t is recognired that the <tate alrcadv docs much through such
actinaties as the cnactment and enforcement of traffic laws, encouragement of
drver ttaining, exanunation of doser skills, and promotion of safety campaigns.
Tn the long run. the use of planning programming-budgeting is intended to pro-
mote analvas of those acavities in order to plan a balanced program directed
toward cffective highway cafetv within the objectives of a2 good transportation
ssstem. Ounr goal is to gai» insight into where new programs shonld be imple-
mented. where programs should be improved or expanded. and where they
should be reduced or climinated.

TThe cxample of Highway Safety Structure is to be found in the following source:
'ate-Local Finances Project: Planning-Programming-Budgeting for City, State, Coun
‘bjectives, PPB Note 10. George Washington University, Washington, D. C., 1968,
p- 2:4.

Italics are used to denote this author’s addition.
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TABLE |
PROGRAM STRUCTURE FOR HIGHWAY SAFETY

A. Maintenance/Improvement of Driver Quality

1. Proficiency and Physical Capacity
a. Minimum Standards
b. Improvement

2. Performance of Qualified Drivers
a. Minimum Standards
b. Improvement

B. Maintenance/Improvement of Vehicle Safety Characteristics
1. Minimuin Standards
2. Improvement

C. Maintenance/Improvement of Highway System Safety Characteristics
1. Flimination of Hazards in Design
2. Elimination and/or Control of Hazardous Locations
3. Elunination and/or Control of Temporary Hazards

D. Post-Accident Protection
1. Vehicle Protective Characteristics
2. Emaigency Services
E. Rescarch, Planning, and Fvaluation
F. Administration and Support

Source: State-Local Finances Project, PPB Note 10, p. 3.

Viewing the same PROGRAM AREA—Highway Safety—from a
local governnicnt perspective, it might be tied in largely with the activi-
ties of the Public Works Department and possibly with some input
the Police Department. Within this context, a program structure for a
Department of Public Works might have as a PROGRAM AREA—
Highway Safety. This program can also be broken down to include
specific ‘activities which are being performed to support it. Such ac-
tivities are called program ELEMENTS (e.g., Highway Construction
and Repair, Highway Maintenance, etc.). ELEMENTS can finally be
broken down into SUB-ELEMENTS such as Street Swecping, Seal
Coating, ctc. The following chart depicts a typical program structure
for one program arca of a local Department of Public Works.

PROGRAM STRUCTURE

Piogram Area Highway Salety
Elements: Hirhwas Constr. Highway Structural Drainage
& Repair Maintenance Design
Sub-Elements Seul Street Snow Removal, Emergency
Coating Sweeping Tce Controt Repairs
19
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A Government-Wide Program Structure

While almost all the major federal agencies have adopted program
striictures to facilitate their own resource allocation decisions, a govern-
ment-wide stiucture has not bern created. A gove.ament-wide structure
would presuniibly provide a framework for program tradce offs across
agencies, just as an individual agency’s structure provides a framework
for such trule-offs across the organizational subunits of that agency.

There are difficulties, however, in crcating a government-wide
program structure. First and forcmost, there are likely to be incon.
sistencies among the program structures created by the different agencies.
Such differences are readily apparent in relatively simple matters such
as the size of individual agency categories, nomenclature, and func-
tional clawifications. These difficulties are likely to be apparent when

an attempt is made to combine categories and subcacegories across
agency lincs.

Thus, although a government-wide program structure is an attrac
tive goal, there are numerous obstacles to its creation. These obstacles
involve practical considerations of agency organization, information
systems, and program interdependencies. The costs of overcoming some
of these obstacles might exceed the benefits which would be gained.

Summary

The pumpose of this part of the PPB operation is to force govern.
mental azencies to stand back from their particular functional activities
and to look at their hasic objectives; what are they really trying to ac-

complish and what alternative means are available for the accomplish-
ment of those objectives?

All other considerations in the cication of a program structure
derive from the fundamental purpose of the structure, as stated above.
It can be said, for cxample, that all functions and activities of an agency
should be encompassed by the program structure regardless of the or-
ganizational placement. This is clearly a necessity if the resource alloca-
tion purpose is to be achieved. Beyvond such elementary guidance, how-
ever, there is latitude for considerable disagreement as to what might be
appropriate standards for an agency's program structure.

.
AGENCY POLICIES

It is possible for agencies to have cffective and efficient manage-
ment systems, such as the PPB system, without written policies. How-
ever, the refative formalism which is an essential ingredient of the PPB
system makes it desirable for agencies to have certain of their basic poli-
cies made explicit in written form. In jurisdictions where PPB rezponsi-
bilities are decentralized and analyses are made at various organizational

11
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levels, the case for written policies and procedures is stronger than in
prrsrctions where anadvucal staffs e smdl and centralized.

The responsibility for the development and the use of PPR svstems
should rest with the head of cach agency and or the chicf executive.
Azency heads shonld take such action as is necessary to insnre that line
munagers participate in the opeiation of the PPB system.

Written Ancncy Policics

The purpose of written gnidance on PPB matters is to convey im-
portant policy and procedmal dedisions throughout the entire jurisdic-
tion. When this is done effecnvely it enhances the quality and uniformity
of the analvais process, allowing more direct comparability of analyses
made by diffcrent analysts at diflerent times. Certain matters, which
are discussed below, are so basic that all agencies should be expected to
have written gnidance pertaining to them:

I. guidance on major PPB documents;

2. guidance on cuviionmental assumptions;

3. guidance on analytical matters;

4. documentation required for PPB studices.

The PPB Cycle

The activities within the govermmental agencies associated with
the perfonmance of PPB responsibilities follow a cyclical pattern which
is repeated annnally in connection with the ongoing processes of plan-
ning, programming, and budgeting. While these activities vary in some
particulars among the agencies, they are identical i impoarant respects
as to time and performance. That is 1o say, most agencies produce cer-

tain information and documentation at iabout the same time in the
PPB cycle.

The Major PPB Documents

A dovnption of the aomud PPB yele must necessarily refer to the
three nujor types of documenss produced by the PPB system.

(1) The Multi-Year Program and Financial Plan (PFP) presents
in tabulu form, and fev a period of several years, peruaent dia relating
to the ontputs, costs and financing of agency programs, This data is
usnally presented in a set of tables that relect critical decisions elative
to agency programs  Fhe ontputs and costs are shown i1 cv it poiain
and program element (grouped in terms of the program structur=) for
each yen of the planning period covered by the PFP—generally the
fiscal year just past, the cuirent fiscal year, the next fiscal year, and at
least fonr future years. Projections for the years beyond the next budget
year mc inclnded primarily to show the future implications of current
and past decisions. Such projections are not designed to predict com-
prcheusively future budget totals for agencies or for major programs.
The PFP should be revised as necessary [or use within the agency to
reflect major changes in the program plans taking place.

PPB puts heavy stress on future planning and programming, i.e.,
outlining a program of action in each major arca of governmental ac-

12
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tivity for the next five or ten ycars. One cannot address the problems
t1at face society and governmnents in terins of what can be done in a
s ngle fiscal year. A reasonable decision-making process must, therefore,
provide the decision maker with 4 perspective larger than the next fiscal
yedr,

It should be understood, however, that the future years’ part of the
plan is not considered a firm decision or comrut- -nt, except where
certain kinds of current deusions bind governmen s to future years'
outlays. The PFP is the document or tool which serves as an aid or
guide to such future planuing. (Table 1I is a generalized diagram of
this cycle.)

(2) Program Memoranda (PM's) are prepared annually on major
issues confronting an agency. I'M's are often prepared by agencies for
cach of their program categorics. However, in practice, a PM may cover
only part of a program category or cut across several program categories,
PM’s thercfore do not necessarily cover an agency's entire program.

A PM is intended to show, in the space of about twenty pages or
less, what choices among alternative programs an ageney head has made,
why they weie made, the major program recoinmendations of the
ageney for the upcoming budget, and the stratcgy underlying those
program recommendations. In short, it is intended to integrate the
objectives of the agency .program with specific decisions inade on pro-
gram issues for the budget year.

(3) Special Analytical Studies (SAS's) are prepared to provide the
analynaal groundwork for the decisions reflected in the PM's, A study
iy cover aspecific aspect of a program category or nity cut across pro-
gram category lines. Lach is intended to provide the agency head and
the chief exeantive with infermation for making decisions among the
alternanive ways of aclieving program objectives. There is no established
tormat or length for these studies.

Guidonce on Environmental Assumptions

Program memoranda and special analytical studics may deal with
a variety of types of information such as expected growth in the total
or in scgments of the population, trends in carnings and employment,
and cconomic and educational growth patterns. Assumptions made
concerning these and other external environmental matters can be very
basic to the final conclusions that are drawn,

Environmental assumptions may also be of the internal type; for
example, they may concern an agency's organization, its staffing and
trainmg or its policies an:d procedures, Assumptions of this type may,
in particular analyses, be no less significant than assumptions concerning
the agency’s external environment.

Guidance on Analytical Matters

Analytical studies should disclose which methods of analysis were
utilized. In particular, they should comment on whether sensitivity

21
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analyses were made and the extent to which secondury and indirect costs
and henefits were considered or not considered in the analysis.

Sensitivity analysis refers to the determination of how sensitive
analyncal results and conclusions ame to the asstumptions made or the
date ised e oan analysis. Deasion makers should be made aware of the
inpact that the alterative analyncal asswmpuons have on the analyses
md conclusions presented to them for consideration. Unless this is done
both svstemticatly and explicitly, there s a sk that decision makers will
not have the penspeative they need to propaly evaluate analyiical con.
clusions,

Inmany analyses it may he appropriate o consider, th ugh not
necessanly o quanuty, secondary and idinect costs amd benchis, In
general terms, these me costs and bonelits which do not accrue directly
to the primay agency o1 program benehiciany. For example, an agency
project aeinted 1o conservation may be ol primary beveht o Larmers:
howerar, it may abvo be of some benefit to the general public hecause
of 1eacmonal ises that can be associated with the project, The general
pubhic henefits may in this paucola case be considered seeomdary bene-
his. Where sccondary and indirect henefits and costs axe sermificant to
e anadysss, they should be commented on,

hn anclyvses which make use of estimated informaton which is not
entirely venfiable or which may not be predise, the rist of inaccuracy
should be pointed ont, s Under such arcamstances, the talvsis should
mcotporate isdormation which would (Luity to the deasi o maker the
sk of eizor mherent in dhe ostmates, Unless the Ceonion morher is
made aware of such tisks, s perspective on the analytic ] concheions
may he distorred

Documentation Required for PPB Studics

The extent of documentary support for PPB reports and analyses
will depend on the complesity of the problem area. The documentation
should be sufliciently complete to insure that the data somces, assump
tions and technuques employed can be comprehended by other anslysts
without the necessity of comsulting the mthor, Problems invelving turn.
over of persyrnacl, the falimg of memory, and the inefficiency involved
in atemping to reconstruct an amalysis (when necessary) can be mini-
mized by adequate: documentation. " Al agenaes should give specific
comidersion 1o this problem area and to the potential advantages of
having wntten mstructions which desenibe the documentation recquired.

15
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Iv.
OBJECTIVES, OUTPUT AND ANALYSES

The PPB system requires that the chief executive and his staff per-
form scveral tasks that generally have not been associated with conven-
tional budgeting systems.

They should analyze, insofar as possible, the output of a given pro-
gram in terms of the objectives as specified within the program structure,
Again, in the case of highways, the primary question should 1ot be how
many mules of concrete are laid. More fundamental considerations
would include: what the progiam produces in terms of swifter, safer, less-
congested travel; how many hours of travel time are eliminated; and
how many accidents are prevented.

In PPBS language, an output has all of the following properties:*

—It is a product (cithe: a good or a service).

—Itis 4 tangible outgrowth of a particular program (i.e., it is the

result of a calculated program cffort).

—It is the sort of product which can be appropriately singled out

as an indicator of progiam results.

—It s considesed by the agency as satisfying an explicit objective

or rclated set of objectives.

In addition, the PPB staff should develop measurements of the total
costs of the program, both dircct and indirect, not just for one year,
but for at least several years ahead. To illustrate, in deciding to build
a road or highway they must take into account not only the construction
costs, but also, in a qualitarive sense, the effects of such a road on the
area through which it is to run.

Therce should be an analysis of alternative means of achieving, at
the least cost, the objectives as specified in the program structure.

lllustration
COST LFFFCTIVENESS CHHART

$100,000
EXPENDITURES 75.000 A
50.000 c

25.000 D

0 1 2 38 4 5 6 7 8 9 10
EFFECTIVIENESS GAUGE

A. Emergency Repairs C. Snow Reinoval, Ice Control
B. Street Sweeping D. Seal Coa.ing

%Samuel Greenhouse, Op. Cit., p. 274.
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The hypothetical chart shown above depicts the relative impact of
various sub elememts which comprise Highway Maintenance. For ex-
amiple, the reader will note that the municipality expended approxi-
mately §75.001 on its Emergency Repairs activity (point A on the chart)
for which 1t received a relauvely msignificant return (-5 on the effective-
ness waage). On the other hand, Seal Coaung (pomt D) produced a
substantially greater benefit (80 on the effectiveness cauge) at a much
lower cost (approximately $25,000). This soniewhat simplified compari-
son srsests the need 1o reexamine the respective allocations for these
sub clement.

I asewmg the impact of vaions alternanve activitios, the chief
execntive should be concerned with the relitiomslup between Thighway
Mainmenance and other parallel activities which suppoit the Highway
Salcty Program. (See page 15.)  Special analytical studies might reveal
that while Snow Removal stands up well under a cost-cllectivoness test,
1t coutld be producing damaged curbstones and  thus wonld require
unnecessay oxpenditvnes e the Highway Coustruction and Repair area.

Labewise, sreater resources expended for the installation of surface
ot subsinface didinge faaliues may reduce the incidence of frost heaves,
washouts and potholes, thus decreasing the 1esources required for Emer-
geney Sucer Repans.

Use of Analysis .

Andvsis is a method of investigation by which 2 solution to a com-
plex problem s sought through the scparation ot the problem into
simpler, more understandable elements. Then, by studv of the behavior
and inferaction of these elements, a better nnderstanding of the complex
problem is gained. As a reasoned approach to highly complicated prob-
lems of chowce, anaysis can provide agency decision makers with a more
ratiena! basis for making such choices.

Requirements for Analysis in Mcasuring Output

Output measures are used by agencies to quantify program results
in order to:

1. monitor progiess towards achievement of agency or program
goals. and

2. plan current and future program benefits in terms of resource
requirements.

Output measnres typically represent the things for which agency
personnel are held accountable and are expressed in work load units such
as number of cases, grants, actions; as agency end products such as
number of miles (roads, highways, etc.); as people (assisted, in school,
etc.): and in dollar value of output.

These outputs do not directly measure the results of the programs in
terms of henehits produced or capabilities attained. and they cannot be
directly used ws measures of program effectiveness. They may be of value,
however, in evaluating the efficiency of organizational units. Without a
link between output measures and measures of benefit or effectiveness,
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the use of output measures may be self-dcfeating in that the quality of
results may be overlooked in attempts to ncet or exceed stated quanti-
tative goals.

Some efforts have been made to link work outputs to measures of
the ultimate bencefit desired. To the cextent this can be accomphished,
cost-bencfit scudics can focus directly on the choice of alternative pro-
gram levels in terms of output measurcs,

In determining and/or cvaluating output measures, program anal-
ysts shiould ask the following questions:

1. Have the output measures being used been related to mcasures
of expected program cffectiveness or benefits? For what pro-
gram elcinents?

2. To what cxtent is information on actual program outputs (or
cffectiveness or henefits) being collected and documented?

3. Specifically, what use is being made of these data by manage-
ment, analysts and line agencies?

Systems Analysis

Systems amalvsis does not have to be and is not coextensive with
quantitative analysis. Systems analysis serves only as an aid to policy
debate. ‘Too often these debates revolve aronnd a simple list of pros
and cons. ‘T'lhicse often retnd the progress of the debate since partici-
pants simnply repeat their original positions in different words. Systems
analysis is designed to iinprove this process by:

1. uncovering the irrelevant issucs;

2. identifying the specific assmnptions and factual bases upon which
alternative recommendations rest; and

3. tracing out the knowable consequences and costs of each alterna-
tive

By this mcans, systematic analysis is designed to narrow the debate,
to focus it on the important issucs, and to scrarate those points about
which the judgments of reasonable men can disagree from those which
are demonstrably true or false.

Such analysis often involves quantitative estimates  Most of our
decisions—in fact all of our budgetary dedisions-—involve quantitative
considerations. For example, consider the question of how many doc-
tors to train and how much state aid to give to out ofstate medical
schools for training local students. This question can be debated sim-
ply in terms of arguing morc or less budget dollars for the program.
Alternatively, we can calculate the current and projected ratios of doc-
tors to the population, examine the relationship between the doctor/
population ratio and various indices of health, review the distribution
of doctors throughout the state, estimate the costs of training doctors,
and analyze a host of similar factors. We cannot, of course, mcasure
precisely the advantages to be gained from a program of state aid to
out-of state medical schools, nor can we account for all of the costs.
But we can isolate, in quantitative form, a number of key elements
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involved in the programn. The debate then can proceed in terms of
weighmg farly spec.fically the advantages the state gains from alterna-
tive inaeases 1 the supply of Uoctors against the costs of achieving
each alternative.

Handled properly, a well.constructed numerical estimate can be
worth 4 thousand words, and PPB sceks to encourage quantitative esti-
mates 4s part ob the systematic analysis of budgetary issues. This, how-
ever, does not mean that quantitative estiinates are the only elements
ol systematic analysis, the latter is far broader than the former. Human
factors and a dedsion’s intangible elements, which tend to defy measure-
ment, must not be ignored; but that which can be reasonably meas-
ured should be measured.

In other words, systems aualysis is merely good analysis and is not
something pecular to a PPB system. Morcover, it is not necessarily
synonymous with computerization or the use of statistics.

V.
STAFFING AND MANPOWER

Some of the respensibilities carried out by PPB staffs in large gov-
ernmental jurisdictions will have to be carried out in small jurisdictions
by existing personnel, in the absence of the more formal PPB system
and/or specifically designated statfs, Therefore, the stafls that e given
PPB responsibilives cannot in all cases be considered as additional staff
solcly because ol the existence of the system. Presumably, much of the
analvtical efforts refated to such matters as cost, progran benefits, effec-
tiveness, iuentfication of meamingful alternatives, and ptamning esti-
muates (which ire some of the major arcas in which PPRB staffs have an
interest) wall have been in existonce prior to the muoduction of PPB
and Lonld conunue even without the formal system.

Orgonizatianal Lacatian

The chief execative a1 d/or s agency heads should take such action
as 1 necessaty toansure that line managers participate in the opeiation
of the svstem and that they have suflicient 1esources to insure their
participation in the development of program memoranda and »ther
documents related to the PPB system.

PPB stalls can be set up at two levels within the organizational
hierarchv: a stafl at a central level reporting either to a chief executive
or ns desianee, and personnel at the agency or department level 1eport-
mg to im agency head or his designee. The size and orgaruzational
location of the stafl will be a function of the size of the se1vice as well
as the variety and complexity of the progiams that it carries on. How-
cever, a word of caution is 1 order; for PPB to be successfu!l, those
indwviduals who have PPB responcanlites must have direct access
to hagh-level decision makers.

19
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Nature of PPB Work

The next question to be answered is what type of work is under-
taken by PPB staffs. In this regard, it might be instructive to review a
U. §. General Accounting Office survey which was conducted as part of
its study of the implementation of PPB in the federal government. It
scems clear on the basis of the information provided that PPB staffs in
both the Departinent of Defense and the civilian agencies sperd a sig-
nificant .umount of their PPB time on matters related to program out.
puts or cifectiveness. The information provided also indicates that pro-
cedural matters have taken up about as much of these staffs’ PPB time
(30.2 pereent) as has their analysis of program costs (29.6 percent). The
following tabulation shaws the percentage of total PPB time spent in
several types of PPB work by staffs at all levels in the 20 agencies.?

Department 20 Cunl  Combined defense
of Defrnse agencies  and cunl agencies
PPB  procedures  (preparation  of 38.5% 18.6% 30.29%
documents,  preparation of in-
stiuctions, svstems design, etc)
Analysis of program outputs and 375 103 38.7
effectivencss
Cost or resources estimating, analy 2% 4 333 206
s13, and rescarch
Other 6 28 15
100 0, 100 0% 100.09%,

Sources of Supply

The possible sources of supply for PPB stafls depend upon the par-
ticular circumstances within the jurisdiction. Manpower sources can be
found both externally ind internally. External manpower consists of
those individuals or groups of individuals who do not work for that par-
ticular governiental jurisdiction on a full-time basis but who could be
called in to provide expertise in the PPB area. These would include
the following:°

a) university faculty members, i.c., facalty of schools of public and

business administration, economics, urban planning, etc.;

b) business firms with sizable analysis staffs;

c) federal personnel with PPB experience;

d) outside consultants.

Expericnce in adininistration or various kinds of systematic analysis
is not necessarily an essential requirement for personnel hired in con-
nection with the devele yment of PPB. Jurisdictions can and should
consider for employment, at junior and mid-level positions, recent col-
lege graduates with concentrations in related and relevant fields of study.

Where jurisdictions face budget limtiations on salary levels which
tend to reduce recruitment possibilities, various ad hoc contractual ar-

U. S. General Accounting Office, Survey of Progress in Implementing the Planning.
Programmung-Budgeting System i Executive Agencies, Report to the Congress, July
1969. p. 46.

10State-Tocal Finances Project, Op Cit, PPB Note 4, p. 9.
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ranrements can be worked out with colleges, universities, and research
and consulting firms. These organirations oifer capable personnel with
the kind of specialized expertise that is nceded to implement a PPB
system. Such personnel generally are retained on a full-time, but tem-
porary busis ! ‘

However, in opting for this type of temporary arrangement, juris-
dictions should not overlook the long-tenn necessity of developing an
in-house stafi capability in PPB. While outside assistance muy provide a
healthy mlesvon of new expertise and insight into local probleins, each
jursdiction also should look inward for the needed skills and staif poten-
tial. ‘There is no substitute for the familiarity with on-going programs
and internil problems that can be found among existing personnel.

Again, t! - type of arrangenient that a particular governmental
jurisdiction decides upon will he contingent upon its own estimates of
s needs as opposed to its availuable resources,

vi.
PROBLEMS IN IMPLEMENTATION

Despte the tact that' PPB offers a valuable tool anned toward the
improvement of the dedision-making process, there .e certain problems
inherent in the process which muake this system difticult to implenient,
fully and cffectively. To begin with, there is the problemn of agency
defimuon of objectives. Determination and implementation of objec-
tives wie basic steps in any PPB systemn. Yet, there me govermment pro-
grams e which there has been o comscious reiection of specific objectives
or progiam purpose definitions  James Wilson, wiiting in 2 Nation of
Gities, states that one of the basic problems alfecting policy formulation
and development i the area of niban problems is that we do not know
what it s that we are nying to accomplish.12

Tollustiate, the original federal Model Cities legnslation nowhere
says what s to be done, In other words, there seems to have been a con-
saous deasion made that the best approach to legislitmg for wrban
problems s the expermmental approach. According to former Scaetary
of HHUD Robert Weaver, the Maodel Caties progiam should indude new
and muginative proposls 1t shoukd provide an opportunity to experi-
ment and should be a laboratory Lot testing and refining new and better
methods for mproving the quality of urban life.!s

It seems apparent that withi the tramewoik of the new conceptual

tbad, . 10,

lames Wilon, “The W on Cities,” A Nation of Cities, edited by Robert
Goldwiv (Chicago Rand McNatly, 1968), p 18.

Ve Inde pendent Offices and Department of Housing and Urban Development
Appropvations for 1962, Heanings befoie Sub commuttee of Commuttee on Appropria-
tions, 90 2, pp 230 232, 250, 323,
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approach to urhan problem solving, agencies will find it mast difficult
to define objectives.

A sccond problem exists with regaid to federal governmenta! pro-
grams. The categorical grant-in-nd inkibits the development of program
objectives at the state and local levels. To be cligible to receive such
grants, state and local govermmental jurisdictions must adhere to
federally—determired objectives or forfeit such aid as might be availahle.
As a practical marter, any federal grant “with strings attached” decieases
and Iinits local governments’ abilities to establish priorities and deter-
mine objectives (which are impoitant aspects of PPB). It does this by
enticing state and local anits of government into allocating resources
for programs for which such federal aid is available on a matching basis,

The grantn aid program distorts the cffective implement ition of
PPB i sull another muanner. The PPB system is based on the coneept
of the vationl alocation of scarce 1esources within certain budgetary
coustrunts, However, as a resnlt of the grantin-aid programs, certain
state and local fiscal outlays are fixed by law or othcrwise relatively
wncontiotlable through the budget process. Additionallv, in many other
progirem arcas ontlays are also fixed by law. Within the fianework of a
PPB svstem, these allocations hardly wepresent a conscious choice among
program alternatives.

An additional regnitement of the system calls for systema jc analvsis
of possible alternatine objecuves and programs to meet these objectives.
How cver, according to William Gorham, fotmerly of the Department of
Health, Educanon, and Welfare, systematic analysis cannot provide a
great deal of assistance in makg choices across major program arcas
(¢ g, health vs. transportation) hecause there is no common denominator
for compaming the values of different programs,

A third problem which makes it most difficult to obtain informatian
regarding the specific impact of programs is the definitional moblem—
L., it iv most diffscult to define and messine outpue and or effecrive-
ness. According to Gorham and others, many programs are intended to
affect future penerations (cg., a children’s program) thereby muaking
immediate eflectiveness evaluation a moot question.'  Gorham  also
suggests that programs ficquently have multiple objectives, and the
critenia for measuraient are “diflerent and non-addable,#

As an ilhistration, we might look at one of our principal domestic
concerns—the problem of poverty. George A. Shipman has suggested
that a systematic approach to this problem might center around three
essential guestions: What is the problem of poverty? What government
action will alleviate poverty? How can the cftectiveness of such action
be measured?'?

14Wilham Gorham, “Shaipening the Kmfe that Cuts the Pie,” Public Adminis-
tration Rewew, (May/June 1968), p. 239.
181bid., p. 240.

191bid., p. 241.

17George A. Shipman, “The Problem of Poverty,” Public Administration Review,
(January/Fcbruary 1968), p. 62.
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He lists six ways in which to regard poverty:!'*

1) The first view of poverty emphasizes environmental factors, i.e.,
poor housing, lack of recreational facilities, etc. This view holds
that “people are considered poor if and when they do not have
access to these environmental social utilities.”

2) The second view ol poverty is a purely economically-oriented
one—that poverty is a matter of economic inequality of low-
income groups in relation to the rest of society.

3) The third approach to poverty emphasizes social and economic
mobihty. Tlus view is that poverty is a result of social stratifica-
tion and lack of mobility on the part of the poor.

4) A fourth approach to poverty focuses on social pathology, i.e.,
alcoholism, mental illness, illiteracy, etc. “The poor are poor
because they are victims of the social ills afflicting them, and the
presence of these ills tends to perpetuate the pathology.”

5) A fifth approach emphasizes the problems of institutional be-
havior in our socicty, i.e., police, education, employment, which
cause and tend to perpetuate a system which “excludes the par-
ticipation and the special concerns of the poor, leaving them
isolated and powerless . . )"

6) A sixth view holds that poverty can be solved by influencing the
operation of the economy as opposed to the delivery of direct
services or support to the poor.

Since the causes of poverty can be viewed in any one or a combi-
nation of ways, it becomes obvious that one’s objectives, in terms of
dealing with the problem, can shift or be altered depending upon the
definition of poverty that is accepted. Moreover, depending upon one’s
objectives, different programs can be developed to ameliorate poverty
conditions, ic., the provision of "social utilities,” the redistribution of
income, the operation of the economy or the improved performance
of critical institutions.

ITowever, even il these diffcrent strategies are developed and im-
plemented to facilitate poverty reducuion or climination, the question
becomes one of how to measure the cflectiveness of each action. As
Shipman concluded, the technique of cost-benefit analysis is useful only
in a very hmited way. “Reliable data are lacking, questions of values
and pieferences are subtle variables, and cause-effect relationships are
problematical.”?

Bertram Gross, testifying before the Subcommittee on Executive Re-
organization of the U. §. Scnate Committee on Governmental Opera-
tions, sugzested a similar problem with regard to defining output and
benefits. Gross stated:

The imput output benefit termmnology used by the new systems analysts origi-

nated in cconometnes and other forms of cconomic analysis orwented toward
market deasion mnaking. Such approaches have but himsted relevance to social

8/td, pp. 62 63.
19/td., p. 64.
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systems, highly intangible services, and programs of federal aid to a tangled
complex of mtcracting agencics with a life of their own and many other sources
of finance, iformation, and control. As a result, the term “output” and
“output oniented” 1 now being usc. in 2 dozen different ways, and “benefit” is
t00 often hmited 10 what can be neatly measured or just as neatly fited into
an agency’s steicotyped justitications.2o
In light of the aforementioned data and testimony, it would seem
that thorough evaluation and comparison of program costs and benefits
may have to await the introduction of more sophisticated techniques.
Even then, there may be certain arcas of governmental scrvice that
largely defy cost-benefit applications.

A final problem that should be alluded to in reference to the intro-
duction of a PPB system is the political problem. Most major programs
come into existence only after a difficult fight on the part of their pro-
ponents to muster support from many different interests. Once a fight
has been won there is little desire to try and change the program. Addi-
tionally, once a program is enacted, it attracts a “vocal constituency of
beneficiaries,” thereby making it exceedingly difficult to cut the base
of the program.?' A related political problem involves the question of
the cilectiveness of the bureaucracy (bureaus and agencies) 1n alliance
with its constituent groups and their representatives in the legislature
in resisting the implemenation of PPB,

In the preceding pages this author has attempted to illustrate and
describe some of the problems inherent in the full and effective imple-
mentation of a PPB system. This chapter is not intended to belittle the
utility of the system. It is merely a survey of some of the system'’s
weaknesses, as well as an attempt to reitcrate the fact that PPB cannot
be implemented in a value-free environment,

vil.
SUMMARY AND CONCLUSION

To summarize, PPB is only an instrument to help policy makers
assign prioritics and allocate resources. It does not scek to computcrize
what is essentially a political process, nor is it intended that the statis-
ticians and cost accountants take over functions that properly belong
to the political decision maker. PPB is basically a method of organizing
information in a more cffective way for decision making, with the aid
of modern analytical techniques.

The principal elements of any PPB system are:
I) the precise identification of program objectives;

2) systematic consideration of alternative means of reaching those
objectives in terms of their relative benefits and costs;

3) forecasting the future-year cost implications of present decisions.

$0Rertram M. Gross, “What, Another Hoover Commission?’, Public Administra-
tion Review, (March/April 1968), p. 173.

tfiWilliam Gorham, Op. Cit, p. 297.
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The program structure evolves from the nature of the output pro-
duced by vanious agencies. Programs where outputs are closely related
are grouped together. Broad program categories are divided into pro-
gram clements and further divided into sub-elements. This requires that
different agenaies of government whose activities overlap or are related
must vic with each other for resources.

The Multi-Year Prograin and Fiancial Plan s a tabular record of
an agency’s proposed activities projected over a period of years. With
sich a ool the executive can begin to visualize the future consequences,
in wimy ol dollars, of curtent decisions. Thus, the time horizon of
budget deasions can be extended beyond the traditionally limited cycle.

Speadl studhes are comprised of m-depth analyses and evaluations
of vanous program objectives and altemate solutions. This constant
analysis s the key to PPB. 1o attempts to provide the excentive with a
comprehensine and orderly measure of advantages and disadvantages of
alternauve means of accomplishing varions goais, relying heavily on
quantitative data. There s no question that analysis of this type
strengthiens the executive's hand i dealing with subordinate liverarchical
levels and improves his ab-lity to coordinate the entne administiative
organizatton - The quality of the analysis will ultimately determine the
true effecuveness of PPB. Only the exccutive, in conjunction with his
legistatne body, can make the dedision a5 to which cousse to proceed
with, but 1t is the anelysis that influences and guides such decisions.
Poor and biased analysis leads to poor decision making.

Finally, the Progiam Memorandum provides a strategic justification
for the major proposals recommended. Ideally, it surimarizes the basis
for critical policy and budget choices.

It is 1ecognized that the political aspects of budget making must be
rechone:d wath, that certain problems exist which impede implementa-
tion ot the system, and that the “letter of the law™ approach requires
the generauon of a mass of papeawork and documentation. However,
what is cqually important to remember is that the achievement of the
prapose aud spinet of PPB should ovenn le any preoccupation with the
process of semantic difficulties with the process.

PPB, or a reasonable facsimile of this system, would scem to be an
imperative for any modern governmental operation. Whether it
actually does the job in providing a more effective and efficient way
of attaining desired goals depends upon the governmental executive,
his admnistranve staff, and his legislative body having a firm under.
standing of the purposes and applications of the system.




