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DEVELOPING LEADERSHIP
 
FOR ASSOCIATIONS IN LOCAL GOVERNMENT
 

IN CENTRAL AMERICA AND SOUTH AMERICA
 

OVERVIEW
 

National and regional associations of local government officials can 
be important catalysts for sustained change in the 
professionalization of government. The association can help 
institutionalize the process of decentralization by providing support 
and relevant information, on a continuous basis, to those people who 
are literally on the front lines of city management and 
administration. Such associations can also, if managed well, offer a 
number of other significant benefits ranging from membership 
services and networking opportunities to advocacy for local 
government issues at the national level. The key to realizing this 
potential, however, is improved management. Accordingly, there are 
a number of fundamental principles concerning the association's 
goals, management structure and finances that must be addressed if 
the association is to be effective. 

The following proposal outlines an on-going municipal association 
training program designed to add, ess these principles. The program 
is designed as a series of separate modules that cover a range of 
issues import.nt to association management. These include defining 
association goais and responsibilities, developing membership 
outreach and support techniques, and addressing the short- and long
term financial administration of the organization. 

The module approach also provides for maximum flexibility in the 
training process. Individual modules can be added or deleted from an 
overall program depending on the needs of the participants and the 
goals of U.S. A.I.D. officials. Furthermore, with this flexibility 
training programs can more easily be tailored to the particular 
needs of each association. One association may, for example, have 
budget concerns while another may require assistance in government 
advocacy. The module approach thus ensures that each training 
session has maximum relevance to the target audience. 

Finally, the training program is designed so that it may be held in 
the in the United States or overseas, again depending on the needs of 
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the participating audience. ICMA recommends that the initial 
training seminar be held in the U.S. with subsequent and possibly 
more targeted sessions held in Latin America. Training would be 
held in the United States in affiliation with some of the leading
public administration shools in the country. Administrators and 
professors at the graduate level are available from such programs as 
the University of Georgia, University of Kansas, Syracuse's Maxwell 
School and George Washington University (George Washington was 
the site of the first program in the United States devoted to 
association management). When conducting training overseas, ICMA 
wil identify experienced trainers to tailor a specialized program
within the module framework, which is described in further detail in 
the body of this proposal. In each case, the training program as 
designed should combine a comprehensive approa:.1 to association 
management with the flexibility needed to address the specific and 
changing needs of the participants involved. With this in mind, the 
program can become an ongoing resource for U.S. A.I.D. in its efforts 
to work with local government officials. 
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BACKGROUND: WHAT IS AN ASSOCIATION?
 

Associations come in many forms designed to reflect the 
constituencies they serve. These include trade associations (which 
have companies as members), professional associations (whose 
members are individuals), and those that reflect a combination of 
the two. The national and regional associations in Latin A'nerica 
tend to reflect this combination. Since the municipalities are the 
members, the associations are primarily designed to serve these 
corporate entities. However, those that participate in the 
association's functions are individual city officials. Furthermore, 
as these associations expand, they may choose to admit individual 
Affiliate Members in addition to the incorporated municipalities. An 
effective model for this combination is the League of California 
Cities. This association acts as an umbrella organization for cities 
as a whole. Members include both cities and individuals who 
themselves repre;ent a range of muncipal departments from finance 
to city management. The League, for example, has a City Manager's 
Department that acts as a sub-association for individual city 
managers. Similar associations might actually be called federations 
since they are composed of groups of associtions belonging to a 
parent organization. 

As the Latin American municipal associations expand and become 
more inclusive, they may be able to draw on the California model. 
As such, ICMA hopes to draw from the League of California Cities in 
its training programs for Latin America. Before elaborating on the 
specific needs of these associations, however, it seems appropriate 
to provide some general background on the basic models of 
associations in the United States. When designing its training 
program, ICMA will try to draw from the best aspects of these 
models in presenting workable options for the futue. 

As stated, trade-related associations are made up of corporate 
memb ars, although an individual is usually designated to represent 
the company in the association. These associations are generally 
organized to help companies by providing services such as 
monitoring government regulations, conducting industry research, 
collecting information, conducting educational programs, etc. In 
professional societies, the individual professional, such as a mayor 
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or city administrator, is the member. Programs are designed for the
benefit and advancement of the professional. Typical services
include education and accreditation programs, government relations,
publishing and other activities. In either case, however, the
 
members themselves are involved, to at least some in
degree, the
 
activities of the association. They may, for example, become
 
involved through committees and advisory groups with the
 
development of association services listed. Such an approach not

only maintains involvement by the membership in the associaticn,
 
but helps the association keep in touch members'
with the needs.
Without such interaction, which can take place at a number of
 
levels, the association may become disassociated from its
 
membership and this, in 
 turn, will reduce its overall effectiveness. 

Another important aspect of the association is its organizational 
structure which will ultimately affect the operations of the
association as a whole. An effective association will, for example,
have an organizational structure that encourages involvement by the 
members (whether corporate or individual) in the policy aspects of
its operations. (It should be noted, however, that members are not
generally involved in th3 day to day operations of the associatin 
which are reserved for the executive director and staff, as described
below). As such, associations may draw on their members in an 
array of areas, particularly at the board of directors and advisory
committe level. Associations therefore differ from business 
corporations not only in their purpose but also in their operations.
Unlike a corporation, which has one chief operating officer or chief 
executive officer who answers to the board of directors, an
association generally has two lines of leadership. It has both a 
chief staff executive and a chief elected leader at the top. The chief
executive - generally called president or executive director - is
responsible for the day-to-day functioning of the organization. The 
elected leader - the chairman or president - is elected by the 
membership for a one- or two-year term and serves as the
representative leader of the members and advises on policy matters. 
The chief paid executive will be responsible to the board of 
directors, which in turn is responsible to the members. Committees,
task forces, and other groups report to the board of directors. 

Like membership invoivement in the delivery of services, this 
organizational structure serves a dual purpose. Not only does it
institutionalize interaction the staffbetween association and 
members, but it provides a "ladder of involvement" for members 
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which accords a sense of prestige to that involvement. In other 
words, members may bacome committee officers and then work 
their way up t.ie leadership ladder from committee chairman, to 
board member, and then to executive officer. 

Here, it is important to note once again that in Latin America the 
municipalities, rather than individuals, are the effective members 
of the association. This difference, however, does not preclude the 
general guidelines for involving membership in association 
operations. Municipal representatives can serve on executive 
boards, staff committees and make recommendations for the kinds 
of services the association should offer. 

Finally, because the association will have its own unique set of 
goals as well as its own structure, as cescribed above, it also has 
its own measures for success. Although associations must be 
concerned with finances and cash flow, they are not in business to 
make a profit. Unlike businesses, therefore, which have a clear 
bottom line, an association's effectiveness is measured by how well 
it meets the needs of the members. Member satisfaction in turn may 
be measured by successes in educational programming, training, 
public relations, legislative battles and other activities. To achieve 
these successes, the association must again rely on its members. In 
sum, what makes an association an association and not a business is 
its unique purpose, structure and operation. By understanding these 
traits and working with them, the association can make a concerted 
contribution to its given field, in this case the professionalization 
of local government. 
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PROPOSAL GUIDELINES
 

This training proposal has been designed with the following
guidelines in mind. These guidelines are further elaborated upon in 
the body of this text. 

1. Strong competent local governments are essential to effective 
democracy, especially in countries shifting from authoritarian 
centralized control to free market economies and open political
 
systems.
 

2. The most important single institution for helping local 
government development is a voluntary association formed and

controlled by local governments to serve their mutual interests.
 
Such an institution 
can provide a venue for local governments to
 
present their concerns to the national level in 
 a unified fashion as

well as a focal point for local officials to share information and
 
experiences.
 

3. The elected leaders and the staff of such associations need and 
want help in learning the most effective methods for serving their
members, the local governments. USAID and ICMA can serve that
need with a leadership development program which takes into 
account th, fact that an association of cities 1. a considerably
different kind of organization from the local governments it serves.
Effective association management requires that its leaders adopt a 
new paradigm of leadership and service. 

4. Finally, throughout this paper, the proposal will draw on an 
assessment of the experience of associations in Honduras and
Ecuador, the regional Centrai American associations (FEMICA), as
well as reference to associations in Eastern Europe. 
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1. LOCAL GOVERNMENTS AS ESSENTIAL TO EFFECTIVE 
DEMOCRACY 

"Decentralization" is widely advocated as the answer to a variety of 
problems concerning the functioning of national and local 
government. These problems include those associated with 
domination from the center, authoritarian rule non-elected officials, 
a lack of initiative in society, a lack of any coordinated attack on 
critical problems, and the overburden of excessive "bureaucracy." 

True, there must be a push from the center, a conviction on the part 
of the central government that local problems are best solved at the 
local level. But a successful strategy will also include every 
reasonable effort to motivate a pull from the local level. This, in 
essence, is simply a market oriented approach to the reform of 
intergovernmental responsibilities that focuses on shifting the 
emphasis to a bottoms up philosophy. 
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In a visit to any nation where one gets out of the capital and major
cities, it is obvious what vast differences there are among the 
communities that comprise the country. Tney differ radically in

size, in climate in economic development and in the nature of
 
employment skills, in the 
ethnic and social customs, and even in the 
language and political traditions. Underlying all these obvious 
differences is a common yearning to control one's destiny, to have an 
influence on decisions that have an impact on life in the community. 

A central national government has a tendency to impose uniformity,
to prescribe for all what seems to have been the best way for some,
and then, of apparent necessity, to mandate regulations that attempt
to force compliance. It certainly seems more tidy, more efficient,
 
to go that way.
 

But from the local level, people continue to insist on their way,

seemingly without any logic. Eventually, they may succumb to
 
control from the center, and 
 with it goes their intiative, their 
creativity, their resourcefulness, their sense of designing and 
controlling their own destiny.. .the right to make their own mistakes. 

From the central government view, they are frustrated by the lack of 
cooperation and apparent resistance and may react with more
regulations and punitive me.sures. The system falls of its own 
weight. Local democracy and freedom for local elected officials to
 
decide and implement as much as possible of the needed 
public
services is a far better way. 

2. ASSOCIATIONS AS INDEPENDENT SOURCES OF SUPPORT TO 
LOCAL GOVERNMENT DEVELOPMENT 

Central governments have great difficulty understanding local 
governments, even given the best of intentions. Local governments
tend to reciprocate. This leads to an inevitable struggle over 
policies and resources, which can and should be a healthy
atmosphere for progress and better service to citizens. The
problem, however, is that this struggle generally does not take place 
on a "level playing field." 
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Resources are coveted by the central government that raises them, 
while troublesome responsibilities are off-loaded down to the local 
governments. Mostly small in population and spread throughout the 
country, the cities are frequently too weak to press the central 
government tor the needs of their citizens. 

The solution in most countries is the formation of a union of cities, 
a consolidation of their forces into an association that is designed 
to work for their mutual interests. It is, in its most successful 
form, entirely independent of the central government. 

There are many elements in the strategy to achieve local self 
government empowerment, including through national municipal 
legislation, the political reward system, etc., but clearly the 
greatest potential lies in supporting a counterforce to central 
authority in the form of local government associations, organized 
and controlled by them. 

The leaders of such an association will not wait to be invited to the 
decision-making process when vital local government issues are on 
the table, but will take the initiative to be part of the process. City 
leaders will not wait for good workable ideas to come their way, but 
will find them and test them through the coordinating influence of 
their association. Local governments will not be dependent on the 
largesse of the central government for their budget revenue, but will 
insist on the power to levy and collect taxes and fees locally to 
support local services. 

In many cases, these goals are ideals. National municipal 
associations in other countries must work within existing 
frameworks that may necessitate compromise with central 
government officials and other groups. These ideals are 
nevertheless essential if the association as a whole is to have 
definition and purpose. Municipal associations can work toward 
greater involvement in legislation that affects cities and encourage 
information sharing among members so that workable ideas can be 
found and tested. The ultimate goals, as far as the cities 
themselves are concerned, are primarily twofold: to have an 
association that can meet the particular needs of its members; and 
be a unifying entity, such that the member cities benefit in real 
terms through the support of the association and through collective 
representation at the natioanl level. In each case, the association 
can serve as an independent source of support to local goverment 
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development. Setting goals will be further elaborated upon in a 
subsequent module. 
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3. DEVELOPING EFFECTIVE LEADERSHIP 

The association of cities is a considerably different kind 
of organization from the local governments it serves; it 
requires its leaders to adopt a new paradigm of leadership 
and service. 

The mayors and city council members who are elected to lead their 
associations of cities find themselves in charge of an organization 
that bears little resemblance to the cities they lead at home. They 
are required to travel to other parts of the country for periodic 
meetings, taking time away from their pressing duties at home. 
They are confronted with problems different in kind and scope from 
their nagging hometown problems. It is a difficult shift in mindset 
to address the problems of a strange organization with a national 
constituency and a totally different agenda. 

Mastering the art of governing their cities is challenge enough. To 
that is added the perplexing responsibility of creating a mission, a 
set of goals, a professional staff and an action plan that will serve 
all the cities of the country. 
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In his definitive work, Leadership PaDers, John Gardner describes 
the tasks of leadership as "envisioning goals, affirming values,
motivating, managing, explaining, achieving a workable level of 
unity, serving as a symbol, representing and renewing." All of these 
responsibilities are laid on the leadership of an association. They

need the opportunity to absorb the feeling and to come to an
 
understanding of how these tasks 
can be adapted to their lives and 
their duties. A leadership development program is that opportunity. 

Gardnei' adds: "To exercise leadership today, leaders must 
'institutionalize' their leadership. The world is too complicated, the 
issues too technical, the pace of change too swift to expect that a 
leader, no matter how gifted, will be able to solve the problems
facing the system over which he or she presides. So we design an 
institutional system--a government agency, a corporation--to solve 
the problems..." An association of municipalities is such an 
institution, uniquely designed to solve a certain set of problems. 

Those who choose to lead such an important institution need all the 
help they can get. As such, the leadership development aspect of 
this program will work toward institutionalizing such leadership. 
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GENERAL ASSESSMENT OF
 
ASSOCIATIONS IN
 

HONDURAS AND ECUADOR
 

1. HONDURAS
 

General background of local governments. The country has 
very little experience with local self-government, having been 
strongly centralized until the 1927 laws were changed in 1990. 
Accordingly, the country still retains considerable central control of 
local personnel systems, and military and business are very 
powerful. Nevertheless, there is a concerted effort to decentralize 
to the local level. The primary objective of municipal reforms in 
Honduras is decentralization of governmental authority and 
responsibilities from the central government to the municipalities. 
One rational behind this shift is clearly economic, in the sense that 
the central government simply cannot afford to run every level of 
government from the center. A second rationale, however, appears 
to be the perception that governmental and economic power must be 
distributed so that no one level of government can totally dominate. 

Mayors and councils are elected on a slate with the President - up or 
down together - with the next election to be field in November, 
1993. Accordingly, local elected officials still retain strong ties to 
the central government. The mayor presides at council meetings as 
well as being the chief executive of the municipality. Therefore, no 
council-manager form of government exists. However, some mayors 
have appointed what they call city managers to focus on the 
adminstrative functions of municipal management. Municipalities 
have authority for property, sales and income taxes, and they are 
authorized to receive from the central government a form of general 
revenue sharing as of April 1, 1992, though this has not yet been 
translated into a real flow of funds. 

U.S. A.I.D. and IC'MA have been working to enccurage local government 
management through technical assistance, training and some limited 
capital investment projects for municipalities. This Honduran 
Municipal Development Program was started in April, 1991, with 14 
selected municipalities, representing 80 percent of the total local 
budgets of the country. Four on-site municipal pilot projects are 
underway operated by ICMA staff. 
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The Honduran Association of Municipalities (AMHON) has as 
its primary mission the representational role (sometimes referred 
to as lobbying) with the central government, with basic new laws 
and policies being adopted, amended, and interpreted at a great rate. 
AMHON's second priority is to establish a credible image and to 
support the association by starting a solid communications program
with members. The association's third priority is technical 
assistance, which initially means collecting data and answering
questions from members. The associations appears to have a good
staff ol 5 on board. The central government has a technical 
assistance section in the Deptartment of Interior (Gobernaciol) with 
about 30 employees which could be used to supplement AMHON's 
activities. However, this section must inevitably serve the central 
government's priorities rather than those at the local level. 

Total budget of AMHON is about $200,000 and the association hopes 
to raise about 70 percent of this from their own sources within 
three years. A basic law requires municipalities to pay to the 
association as dues 0.5 percent of revenues which would then go to 
their regional association Accordingly, there appears to be very
strong legal support for the concept of municipal associations, but
 
this has yet to be put in full practice.
 

Training for Association Leadership. The need and potential 
payoff is widely recognized and supported. 

A goals setting session was conducted by ICMA with the AMHON 
Board in June of '91 and was coordinated by an ICMA staff person 
from Washington. 

The president of AMHON seemed to like the preliminary outline of 
the training program which was submitted last August and which 
Mario Pita and Mark Keane (ICMA consultant) reviewed rather 
thoroughly with him. There was some doubt expressed concerning
the inclusion of a section on ethics. Instead, it was suggested that 
trairiing be geared to the practical needs of the association, such as 
lobbying, communication, etc. While the president appeared to want 
to move ahead with the program, there was a potential problem in 
that terms of the current Board expire in November, 1992. Timing is 
therefore an issue here. Therefore, it might be wise to have the 
AMHON Executive Director introduced to best practices in the United 
States before the actual Board training session. 
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Furthermore, AMHON is becoming more involved in sponsoring 
seminars for regional groups of mayors. A municipal association 
training program could thus be a logical extension of this outreach. 
The organization recently put together a major national conference 
with attendance from almost every city in Honduras and which also 
included the president of Honduras and several key cabinet ministers 
as participants. 

Training mission of the new regional AID office in 
Guatemala. ICMA has also rec; itly become more involved with the 
association of municipalities for Central America-FEMICA. ICMA 
has helped the FEMICA director organize seminars in each of four 
countries in Central America in July, 1992. AID has already had 
three regional seminars for mayors from Central America and ICMA 
assisted FEMICA in organizing its successful annual congress in 
Nicaragua, August 20, 21, 1992. To the extent possible, ICMA will 
work through FEMICA to facilitate training efforts in the region. 

ECUADOR
 
General Background of Local Governments. The U.S. Agency 
for International Development's Regional Housing and Urban 
Development's South American Office (USAID/RHUDO) has expressed 
very strong support for transfering government authority from the 
cenLer out to the municipalities. In fact, any effort to achieve the 
USAID Mission's goals in other sectors must have substantial 
elements of support for, as well as assistnce from, the various local 
government entities. 

USAID/RHUDO is committtd to supporting the large ($300 million) 
program of the World Bank and Interamerican Development Bank for 
developing infrastructure of municipalities (PDM). This program is 
administered through the Bank for Economic Development of Ecuador 
(BEDE) and a variety of other players have been brought into the 
process who will provide training and technical assistance through 
contracts with BEDE. 

As far as the PDM program is concerned, it has such stringent 
requirements for loan applications from the municipalities that the 
program itself runs the risk of becoming a disincentive to 
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decentralization. The Ecuadorian Association of Municipalities
(AME) and the German Technical Assistance Agency (GTZ) have 
organized trainIng and technical assistance programs to counter-this 
bottleneck by helping munic;palities to develop their own skills and 
competencies. These latter programs are designed to not on!y
enhance the development of infrastructure, but to strengthen the
 
capacity for self-government as a whole.
 

In general, a serious need exists for local infrastructure, with a
 
focus on water and sewer systems, public markets and
 
slaughterhouses and basic improvements in 
 road maintenance. There 
is initial support fi n the private sector for these efforts and
 
public-private cooperation should be encouraged.
 

Association of Municipalities Ecuador (AME) There are
 
approximateiy 180 municipalities in Ecuador and they are required

by law to make payments to support AME. These payments total
 
about $750,000 per year which is a substantial amount for a sniall
 
country with low salary levels. Mandatory dues are a joy to
 
association managers, but of course they run counter to the concept
of a market-oriented organization that must serve the needs of its
 
members to survive.
 

The annual AME conference comes at the end of August, following
municipal elections on May 17 and there will then be a new 
governing structure, which could lead to a new Executive Director. 
The Executive Director has been in office for 12 years (three terms)
and also serves as director of the IULA (International Union of Local 
Authorities) office in Quito. 

The association is organized to try to meet the objectives of an 
American constru-'t of USCM (the U.S. Conference of Mayors), NLC 
(the National League of Cities-primarily an urban policy and
lobbying organization), and ICMA (city management professionals
primarily training, research and technical assistance). No small 
order to do all this. 

Other Training Programs. The following organizations are all 
competent in providing professional training/technical assistance 
programs to local governments and are potential players in any new 
training programs. 
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The mayor of Quito has organized an strong training oDeration for 
the city's 7000 employees under a very competent director. They not 
only have an extensive variety of programs for their city employees 
but are also providing some training for 50 other ciies in Ecuador 
and have just entered into a training arrangement with 15 South 
American countries to provide some training for them. The director 
is prepared to offer training to all the country's newly elected local 
government officials -3fter the May 17 election. 

The leader of GTZ, the German technical assistance agency, is quite 
an asset to local government. He heads an organization somewhat 
akin to an AID mission, although it is more independent of the 
government and is directly involved in local government service. He 
has 80 employees (4 Germans), who offer technical asslstance in the 
cities in all phases of the application process for the PDM loans. His 
philosophy is that he must help thorn build their own competence. 
Approximately 115 of the 180 cities in Ecuador are involved in this 
process. The GTZ program is subsequently funded by BEDE with a $4 
million grant and has been underway since October, 1991. One of 
GTZ's roles is to help the cities organize community meetings to 
decide on priorities for development projects. 
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A SPECIFIC LEADERSHIP DEVELOPMENT PROGRAM
 
FOR ASSOCIATIONS IN THE COUNTRIES OF
 

CENTRAL AND SOUTH AMERICA
 

BASIC CONCEPTS OF THE PROGRAM 

1. The leadership development program is comprehensive and ongoing.
It is not limited only to a training seminar, nor will seminars follow a 
fixed design. 

2. The program will be designed differently for each association 
within general guidelines, based on negotiations aimed at meeting
their particular needs and constraints; the program will be 
incorporated in a Memorandum of Agreement with each association. 

3. The overall objective of each program is to introduce the 
participants to the best practices and the most relevant information 
sources in the U.S. and other countries, empowering them to choose 
their own course of action and achieve improved performance and self
sufficiency in an expedited time frame. 

4. The orogram will aim at board members and the chief appointed
executive of the municipal associations. The program will also 
target, as appropriate, key staff members of the association. 

5. The leadership development program for each associatlon may
include some or all of the following: 

A. A course in association management offered in the U.S. by
ICMA in collaboration with an appropriate univ,.rsity. 

B. Study tours to the United States to visit the headquarters 
of ap.ropriate associations, such as the ICMA, the Nationa! 
League of Cities, the American Society of Association 
Executives, etc. 

C. Seminars, workshops, study sessions and problem-solving
sessions conducted in the host country by association
 
management experts.
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D. An internship in the U.S. with an association by a staff 
person who would return to become the ongoing development 
officer for the association. The internship might include 
participation in a U.S. association management semin.r. 

E. Attendance at state or national association conferences in 
the U.S. 

6. Although the initial participants will represent associations of 
local governments, the program may expanded to include the 
development of associations of local government professionals, siich 
as city managers, finance officers, public works officials, etc.. 
Again, the League of California Cities may be an effective model in 
this case. Modified programs can be designed for such professionals 
as the need develops. 
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SEMINARS, WORKSHOPS, STUDY SESSIONS
 
PROBLEM-SOLVING SESSIONS
 

The words used above to identify the training program may appeal 
more to busy elected officials than "training classes," "courses,"
"lectures," etc., and the distinction in words is important. Similar 
efforts in the U.S. at interestirn elected officials in similar 
programs have been most successful using these titles. 

Further, these words connote some of the important ingredients of 
this form of leadership development: short, targeted, conveniently
located, timed to fit the calendars of busy people, participatory,
aimed at specific problems. 

These sessions should be quite different from the typical classroom 
experience. The participants must see themselves as controlling the 
process of their own learning. They must have clear objectives to 
start with and be able to point with some pride at what they learned 
and accomplished when it's over. 

What follows is a series of work modules. The modules can be taken 
in short bites, one or two at a time, fitting in a day before or after a 
regular or special meeting of the Board. If the leaders find it 
possible, it would be best to cover it all in a session of two or three 
days. 

MODULE SUBJECT MATTER 

I The Elected Board of Directors 
I I The Appointed Chief Executive and the Staff; 

Organization and Personnel Administration 
III Membership: How to Get It, Keep It and Organize It 
IV The Goals of the Association and the Strategic Plan 
V Communications 
V I Policy Development and Lobbying 
VII Financial Management 
Vill Building an Entrepreneurial Association 
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TRAINING PROCESS FOR SEMINARS
 

An effective seminar requires the use of a variety of techniques, 
adapted to the characteristics of the trainees, the depth of 
knowledge to be covered and the time available. The following are 
examples of the processes that would work best, followed by 
examples of how they might be used in this specific leadership 
development progiam. 

Lectures 
The most common, traditional and conventional method of
 
transmitting knowledge. Academic. The easiest. But in many
 
respects the least effective learning technique.
 
Usefulness depends on the knowledge and skill of the instructor and
 
the nature of the subject matter. Guest instructors sometimes most
 
effective.
 
A good variation involves presentation of oral reports by trainees,
 
based on an issue in the course of study.
 

Readings with class interaction 
Requires appropriate printed materials. Gets the trainee actively 
involved in their learning process. Examples are Case studies. Class 
analysis of comparative data and reports from associations. 

Self Discovery 
Role olayn is typical of this approach, used for example in 
analyzing how to conduct a boar'd meeting or a staff meeting, or how 
to react to members' complaints at meetings or by telephone. 
Another technique available in some university settings is the 
computer simulation. The individual trainee, for example, can 
participate through the computer program in the decision making 
process of a governing board. 

Field trips 
Some seminars can be designed to include inspection tours to a site 
that illustrates in practice a principle studied in the classroom. 
These can be association offices, marketing offices in a private 
business, etc. 

Action Planning 
Each of the modules concludes with eact trainee designing a plan to 
adapt the particular topic to the particuiar association in the home 
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country. This of course is a technique to require conceptualizing

how to immediately apply the new kr Nledge.
 

Follow-up reporting and analysis of results 
Each trainee will be informed that he will participate in a 
continuing process of learning after returning to regu!ar duties on 
the job. They will each be expected to report back to the training
staff what they have applied in their jobs and what they found 
relatively useless. Their learning will help modify the program for 
future participants and will help to hold their learning curve to the 
upgrade. 

At the George Washington University's School of Government and 
Business Management, home of the only master degree program in
 
association management in the 
country, the seminar techniques

outlined above were used in the regular classroom sessions for
 
those students. Nearly all the students working towards a degree
 
were middle-level managers in one of the thousands 
of associations 
headquartered in the Washington area. 

Such a classroom arrangement could work well for this leadership
development program. Field visits and guest speakers could easily
be arranged in that setting. The emphasis would be on association 
management, with relatively little emphasis on local government. 

A very good rption to ''onsider is the University of Georgia which has 
probably the best Institute of Government in the United States. It 
has strong institutional relations with local governments, with the 
Georgia association of cities, and with the state government. They
frequently produce training materials conduct for theand seminars 
International City/County Management Association. It is a training
oriented institution, with outstanding residential and seminar 
facilities and equipment. The staff is in daily contact with local 
government officials, and conducts training programs theat 
university and in the field for all kinds of local government 
personnel, including the elected mayors, council members and city 
managers. In many respects, the Central and South American 
countries are a closer parallel to one of our states, like Georgia,
than they are to our national government in Washington. 

The University of Georgia option would provide an institution with 
primary focus on local government, as contrasted with The George
Washington University, with emphasis on association management. 
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The University of Georgia (at Athens, Georgia) is not too far from 
Atlanta which might be of some special interest as the site of the 
1996 Olympics. 
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MODULE I 

THE ELECTED BOARD OF DIRECTORS 

The trainees: The full Board of Directors and the chief appointed 
executive. 
Time Recommended: Full day. 

Objective
Establish a clear understanding of what the Board is trying to 
accomplish and how it plans to achieve it. 

Issue: Does the Board understand and is it committed to the 
concept of service to members as the dominant characteristic of the 
association? (See Module 11) 

Issue: Does the association have a clear statement of its goals? If 
not, how will it develop such a statement? (See Module IV) 

Issue: Does the Board understand "fiduciary responsibility," and
 
how it should influence their conduct? Has the Board made
 
arrangements for regular independent audit of the 
 association's
 
record and performance?
 

Issue: What must Board members do, beyond participation in Board 
meetings, to be effective leaders in a voluntary democratic
 
association? How can Board 
 members be effective "followers"-that 
is, to listen to the membership and understand what they expect? 

Issue: How can individual board members best relate to the rest of 
the board in an open, creative and cooperative style. 

Issue: What is unique about the role of the chairman of the Board? 
How can he lead the Board to efficiently making the decisions 
essential to Association effectiveness, while at the same time 
allowing opportunity for participation? 

Issue: What procedures help insure effective Board meetings; how 
can communications best be carried on between meetings; how 
should the Board work with the committees they appoint? 
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Issue: Should the Board appoint an "executive committee," and if 
so, exactly what responsibilities and authority should be delegated 
to it and how will the Board exercise final control? 

Issue: How can the Board evaluate its own performance and 
effectiveness, and does the Board have a definite system of 
regularly evaluating the performance of the chief executive? 

Issue: Does the Board control its agenda, while allowing the chief 
executive to exercise his initiative? Are minutes of official 
meetings recorded accurately and officially approved? 

Issue: What is the Board's plan to implement these policies? 
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MODULE II 

THE APPOINTED CHIEF EXECUTIVE AND THE STAFF; 
ORGANIZATION AND PERSONNEL ADMINISTRATION 

The trainees: The appointed chief executive officers 
Time recommended: Half day. (Note: for the Board of Directors, 
or at least the executive committee, this is a high priority for a
 
session of one hour)
 

Objective: 
Explicitly examine the personal qualities and the formal and 
informal processes that produce outstanding association executives. 

Issue: Just what is it that the chief appointed association 
executive does? Be specific in terms of what that person does in

relation to staff, Board, members, government, and other external
 
organizations.
 

Issue: What is the ideal process for selecting the chief executive? 
How is his performance evaluated, and how is good performance
rewarded, poor performance corrected? Who has the authority to 
fire him? How can the Board ensure that the executive is thoroughly
professional and ethical. 

Issue: What authority can best be delegatod and what must be 
retained by the Board? 

Issue: How can the executive learn to discover and define problems
and opportunities and to present the Board with creative 
recommendations for solutions/ 

Issue: What is the most appropriate relationship between the 
Board and the chief appointed executive in preparation of the agenda
for meetings, in making policy decisions, in appointing and directing
staff, in making long range plans and preparing the annual budget, in 
maintaining contact with members, etc.? 

Issue: What are the personal qualities you visualize for the perfect
chief executive, and what is the relative importance of each? Go 
beyond the obvious into such qualities as integrity, creativity, 
strategic vision, etc. 
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Issue: How can mayors, council members, chief executives and 
other municipal representatives participate most effectively and 
with the greatest personai satisfaction in the work of the 
association? 

Issue: What should be the over-riding and secondary factors in 
selecting staff and in fixing the organizational pattern? 

Issue: What combination of salary, working conditions and benefits 
is most likely to produce the highest quality of staff for the 
association? 

Issue: What changes should we make in the organization? 
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MODULE III
 

MEMBERSHIP
 
HOW TO GET IT, KEEP IT AND ORiGANIZE IT
 

The trainees: The chief appointed executive and, at an in-country 
seminar, the key staff. 
Time recommended: Half day. 

Objective 
Adopt a vision of total commitment to member service and design an 
action plan to achieve it. 

Issue: Who are the members? 
Although technically the members of the association are the 
municipalities, it is obvious that only people can participate in the 
activities and represent their municipalities in official functions: 
the mayors, the other local elected officials, the appointed chief 
executives, and any others officially designated to represent the
 
municipality in any association activity.
 

Although the dues are paid from the municipal funds, all these 
officials will usually act as though they have paid them personally.
They are the ones who must be satisfied that they are getting the 
service they want from the association. These officials, therefore, 
are the members. 

Issue: What is the ,appropriate role of the members? 
Example: the elected mayors and council members adopt the official 
legislative policies on behalf of municipalities and represent them 
before the national legislature and executivw agencies. 

Issue: How can members most effectively participate?
Defining the roles, the organization, the assignment, the 
accountability and the evaluation of membership committees, task 
forces, policy study groups, representatives to national agencies, 
other associations, etc. 

Building participation around issues of concern to only part of the 
membership, such as resort communities, mining communities, those 
especially con-erned with industrial development, etc. 
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Forming affiliated societies of city managers, public works 

directors, finance officers, etc.
 

Issue: How can members be recruited and motivated?
 

Issue: What are the most effective formulas for setting
 
dues?
 

Issue: How can the attitudes of members about their 
association be evaluated? 

Issue: What specif~c action plan will best respond to these 
issues for the association in my country? 
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MODULE IV 

GOALS OF THE ASSOCIATION
 
AND
 

ThE STRATEGIC PLAN
 

The trainees: The executive Board and the chief executive.
Time recommended: Three full days, a day at a time, separated by
intervals to allow for study aod thought. 

Objective: EstatL!ish onclear goals based past experience and on 
the current expectations of the members, and adopt a strategic plan 
to achieve these goals. 

issue: What is the best process for developing goals and a 
strategic plan that will enlist the broadest understanding and
 
support of the Board, the members and the staff?
 

Issue: What is the role of local governments (LG's) in our country?

and what is their relationship to central government?
 

Issue: In what ways should the role of LG's and their relationship
 
to central government change?
 

Issue: What are the services provided to members by the 
association and how have they helped improve the effectiveness of 
LG's? In what ways has tlhe association failed to help as much as
 
they might?
 

Issue: What kind of help do LG's need now that might be provided by 
the association? 

Issue: What support services are being provided to LG's by other 
organizations and how will that affect our goals? 

Issue: What are the principal obstacles that the association will 
face in achieving its goals? 

Issue: What additional resources will be required achieve theto 
goals and how will the resources be raised? 
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Issue: What is the specific time schedule for accomplishing each 

objective that leads towards the achievement of the goais? 

Issue: How is the annual budget tied to the strategic plan? 

Issue: How will the goals be regularly and systematically reviewed 
and revised to meet changing conditions? 

Issue: How can the association set a-i example as an organization 
of the highest integrity and effectiveness? 

Issue: What is our strategic plan? 
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MODULE V
 

COMMUNICATIONS
 

The trainees: the chief executive and all the staff; the Board on
 
broad policy decisions.
 
Time recommended: half a day, plus frequent half-hour sessions 
on special topics for current emphasis. 

Objective: With communications being the very essence of
organizational effectiveness, the entire staff needs to be drilled on 
the attitudes and techniques that are necessary to maintaining the 
strong support of members. 

Issue: Is there any element of the entire association program
which is more important than communications? 

Issue: What are the primary groups of people that must be
identified and targeted with some form of communications? For 
example: Members, non-members who are potential members, the 
Board, committees, regional organizations, government departments,
local and national print and broadcast media, the national legislative
body, donors and foundations, specific prominent individuals, the 
general public-citizens of the communities, etc. 

Issue: Which grcups have the highest priority and what tools can be 
afforded for reaching them most effectively? 

Issue: How can you get feedback after you cast your
communications bread upon the waters? How do you know whether 
it reaches anyone, whether it modifies their opinions or actions in 
any way? How can you conduct regular surveys to evaluate the 
effectiveness of your communications program? 

Issue: Have arrangements been made to train your principal
spokesman on techniques of effective communications, such as radio 
and TV appearances, speeches, etc.? 

Issue: What will be our plan for improving communications with 
all the major groups we work with? 
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MODULE VI 

POLICY DEVELOPMENT AND LOBBYING 

The trainees: The Board, the chief executive, and relevant staff. 
Time Recommended: Half a day. 

Objective: Effectively advocate the views of the members by 
making their positions known to legislators and other appropriate 
government officials. 

Issue: What positions should be adopted by the full membership at 
a conference, and which should be approved by just the Board, or 
even by a policy development committee? What flexibility can be 
delegated to other than the full Board in making changes and 
adjustments in adopted policies as negotiations evolve? Are there 
certain basic overall policies and goals which can serve as the 
guiding philosophy for specific legislation? 

Issue: What staff should be assigned to policy development, and 
what is their most appropriate relationship with the Board and other 
elements of the adoption process? 

Issue: Have you identified the most effective and influential 
members for official appearances on each policy issue? 

Issue: What kinds of member networks should be established on a 
geographical basis (legislative districts) and on the basis of policy 
issues? 

Issue: How can the citizens of your communities (property owners, 
business people, labor, neighborhood associations, etc.) become 
involved in the process of educating government officials about the 
importance of your official proposed policies to them? Are some 
kinds of rallies or demonstrations appropriate, and how can they be 
organized? 

Issue: What relationship have you established with the media for 
getting your policy proposals brought to public attention? 

Issue: How can you establish your association as a dependable 
reliable source of accurate information about public policies related 
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to communities? How can you develop a reputation with government 
officials for integrity and credibility? 

Issue: Are you prepared to give public credit and appreciation to 
legislators and executives who support the policies of your 
association? 
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MODULE VII 

FINANCIAL MANAGEMENT 

The trainees: The chief executive and key staff. 
Time recommended: Full day. 

Objective: Put in place the basic systems and processes that 
safeguard resources and produce accurate financial reports; but 
beyond that, develop systems that he!o create resources and new 
service programs. 

Issue: What is the best form of annual operating budget and the 
best budget preparation process for our association? What is the 
role of staff and what is the role of the Board in its preparation and 
adoption? In what ways, if any, can the membership be involved? 

Issue: What is a cash budget and what is a capital budget, and how 
do they relate to the operating budget? 

Issue: Does the accounting system produce reports that tell each 
key staff person how his/her areas of responsibility are doing? Can 
they be understood by the Board? Can they be used by the chief 
executive to exercise ongoing control of finances? 

Issue: Do the reports include a Balance Sheet, an Operating 
Statement and a report of Cash Flow? 

Issue: Is the Board given reports, including graphs, that track the 
trends in the Fund Balance and Working Capital? Has the Board made 
arrangements for an annual independent audit of the accounts, where 
they select the auditor who repot.s the results directly to them? 

Issue: Is the purchasing procedure open and competitive? 

Issue: Does the key staff regularly meet to review together 
reports which show overall financial condition and pinpoint problem 
areas? Do the reports connect dollars to individual staff managers, 
showing profit or loss in the areas of their responsibilities? 

Issue: Is the chief executive prepared to make cuts or other 
adjustments as necessary during the fiscal year? 
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Issue: What changes should be made in our financial management 
system and how will be accomplish it? 
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MODULE VIII
 

BUILDING AN ENTREPRENEURIAL ASSOCIATION 

The trainees: Chief executive and key staff. 
Time recommended: Half a day. 

Objective: Visualize development of a creative, dynamic, self
supporting and permanent organization that is strong enough to 
survive and serve local governments through a future of rapid 
change. 

Issue: Can you accept the concept of marketing in the association, 
much like a private business? Can you even accept the premise that 
recruiting and keeping members is a marketing process, and that 
members (like customers), therefore constitute the basic business 
of the association? 

Issue: How would you develop within your staff a system for 
creating new products for a price, such as publications, training 
programs, local government data, officials' insurance programs, 
question and answer service, consulting,e tc.? How would you 
create a system for motivating staff to take risks and develop their 
creativity? 

Issue: How can you build the capacity to set prices for products
including membership dues, to develop sales promotions, to produce 
and deliver services effectively and to collect fees efficiently. 

Issue: Has your accounting system developed the capacity to 
measure gain and loss derived from each product on a continuing 
basis? 

Issue: Are we ready to become more entrepreneurial, and if so 
what steps are we prepared to take? 
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IMPLEMENTATION
 

This report provides a framework for developing a comprehensive
municipal association training program. The background material in 
the text and in Appendix A provide a foundation for course 
development and the module format offers flexibility in tailoring
this and other material to the particular needs of the participating
association representatives. If the report's general direction meets
with the approval of U.S. A.I.D. staff and of local officials, then ICMA 
will proceed with implementation. 

ICMA proposes that the initial training program be held in 
conjunction with a U.S. university and take place in the United 
States. This will allow for more control over the design and conduct 
of the course itself. ICMA will work closely with a university that 
normally offers Master's programs in public administration. As
 
mentioned at the beginning of this paper, the potential programs

include those at University of Georgia, University of Kansas,

Syracuse's Maxwell School 
and George Washington University. The
 
universities will coordinate training facilities, arrange 
 housing and 
help to arrange trainers. The training seminar should last 
approximately one week. This should allow enough time to cover the
material and yet fit in with the likely schedules of the participating 
officials. 

Once the initial training program has take place, ICMA will conduct a 
brief review of the seminar, including feedback from the 
participants. After making any necessary changes, in cooperation
with U.S. A.I.D. officials, ICMA will propose that futui seminars be 
held in the Latin American host countries, when appropriate. ICMA 
wuuld work through RHUDO, USAID Missions and local municipal
associations to coordinate logistics as well as identify trainers and 
further tailor the program to the needs of the participants. 

In short, as this will be a new training program, ICMA proposes a 
step-by-step approach to training design and implementation that 
allows for continuous feedback from each of the organizations
involved. Once A.I.D. approves the general training concept, ICMA 
will arrange for a one week training seminar, with possible site 
visits, in the U.S. with a leading university in the field of public 
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administration. Dctailed curricula and study materials for 
participants will be prepared in advance of the first seminar. Once 
the seminar is complete, ICMA will further tailor the program to be 
conducted overseas in Latin America. If successful, the training can 
be further modified for other Latin American countries or 
elsewhere, such as in Eastern Europe. 
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APPENDICES 

Appendix A Illustrative Sample Materials To 
Be Developed For Course Materials 

Appendix B ICMA Publications and References 
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APPENDIX A
 

ILLUSTRATIVE SAMPLE MATERIALS
 
TO BE DEVELOPED FOR COURSE MODULES
 

In order to provide more detail on some of the issues to be covered 
in the training modules, the following appendix provides additional 
information on a number of fundamental issues to association 
management. They are Strategic Planning, Budgeting, Finances, and 
Staff Organization. In the case of strategic planning and finances, 
the author has outline some general guidelines. In the case of 
budgeting and staff organization, source materials are included, 
after a brief introduction, as they provide at least an initial 
overview of the subject. 

More detailed substantive materials will need to be developed for 
each of the modules as part oi the preparatory work for the first U.S. 
seminar on association management. 

1. Strategic Planning (Module No. 4) 

For many organizations, a comprehensive strategic plan is the first 
set of guidelines that is developed after the group's goals are agreed 
upon. In addition, before drafting a meaningful budget, the 
organiztion must decide how it wants to use its money the strategic 
planning process is a useful tool. When developing a plan for the 
association, it is important to keep the following principles in 
mind.: 

a. Consider the factors most likely to impact the profession and 
identify needs which can be met by the association as defined by its 
goals. 
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b. Evaluate the capability of current programs to address future 
needs. 

c. Determine and recommend strptegies to meet needs not
 
already met by existing programs.
 

d. Examine the scope and requirements of new projects in

relation to the association's organizational structure and provide

recommendations for any additional resources which may be
 
required. 

e. Establish and prioritize a schedule of goals for the
 
implementation of stated objectives.
 

f. Monitor the implementation of agreed upon goals. 

(The above principles are adapted from Policies and Procedures of 
Associations, 1982, by the American Society of Association
 
Executives)
 

2. Budgeting (Module No. 7) 

With a reasonable, agreed-upon strategic plan in hand, the 
association can proceed with the process of developing and managing 
an effective budget. Much ias already been written on the budgeting
process and this will ultimately be incorporated into the budget and 
finance module of the training program. Therefore, in order to avoid 
repetition of previous work present and to give an example of the 
kind of source material to be used in training, the following
comprehensive article is incorporated into this paper. 

43
 



Tho Beilmann Atchrve

THE BASICSOF BUDGETING 
By Malvern J. Gross, Jr., and William Warshauer, Jr. 

A BUDGET, like moth,.!rhood, is 
something very few would ar-
gue againsf. Yet the art of pre-
paring and using budgets in 

a meaningful manner is completel, 
foreign to many nonprofit organla-
tions. It is not that the association is 
unawareof their importance, but more 
that staff members may be uncertain 
of their skills in budgeting techniques 
and often are reluctant to use a budget 
as a tool to control financial activities, 

The purpose of this article is to dis-
cuss the importance of budgeting, the 
art of skillfully preparing a useful 
budget.and,equally important, the art 
of actually using the budget to control. 

A budget is a plan of action. It rep-
resents tie organi~at:on's blucprint for 
the coming months, or v'ears, ex-
pressed in monetars, terms. This means 
the organi~ation must know what its 
goals ar: before it can prepare abudget. 
if it doesn't know where it is going, 
obviously it is going to be verydifficult 
for the organization to do any mean-
ingful planning All toooften the proc-
ess Is reversed, and it is in the process 
of preparing the budget that the goals 
are determined. 

So the first function of a budget is 
to record, in monetary,terms, what the 
readistic objectives of the organization 
are for the coming year or years. 

The second function of i budget is 
to rrovide a tool to monitor the finan. 
cial activities throughout the year. 
Properly used, the budget can provide 
a bench mark that will alert the board 
when its financial goals aren't being 
met. For a budget to provide this type
of information and control, four ele
ments must b, present: 

I. The budget must be well-con
ceived and must be approved by the 
board. 

2. The budget must be broken down 
into increments corresponding to the 
periodic financial statements. 

3. Financial statements must be 
prepared on a timely basis throughout 
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SofOi Budgeting 

the year and a comparison made to the 
budget, directly on the statements. 

4. The board and association staff 
must be prepared to take action where 
the comparison with the budget indi-
cates a significant deviation, 

Each of these four elements will be 
discussed in this article, 

Preparing a budget 
It was noted above ;hat a budget 

should represent the end result of a 
periodic review by the board of the 
organization's objectives or goals, ex-
pressed in monetary terms. Often the 
budget process is a routine chore han-
dled by the treasurer to satisfy the board 
that the organization has a budget,
which the board, in turn, routinely ra-
tifies. Frequently, such budgets are not 
looked at again until the following year, 
at the time next year's budget is pre-
pared. 

This type of budgeting serves little 
purpose and is worth little more than 
the paper it is written on. A budget, to 
be effective, must be a ;oint effort of 
many people. It must be a working 
document which forms the basis for 
action. 

Here are the basic steps that you 
should follow to prepare a well-con-
ceived budget: 

I. Prepareallstofobjectivesorgoals 
for the organization for the year. Foi 
many organizations, this process will 
be essentially a re-evaluation of the 
relative priority of existing programs. 
Care should be taken, however, to avoid 
concluding too hastily that an existing 
program should continue unchanged. 
Our society is not static, and the or-
ganization that does not constantly re-
!valuate and update its program is in 
langer of being left behind, 

2. Estimate the cost of each goal 
listed. For continuing programs, last 
ear's actual epense and last year's 

)udget will be the starting point. For 
iew programs or modifications of ex-
sting programs, asubstantial amount 
)f work may be necesrary to accurately 
!stimate the costs involved. This es-
imating process should be done in 
Jetail since elements of a particular 
,oal may involve many categories of 
!xpenses and salaries, 

3. Estimate the expected Income of 
he organization. With many associa-

ios, membership dues and income 
fiom educational programs and con. 
ferences will be the principal sources 

revenue. Careful consideration must 
be given to the expected economic cli-
mate in the industry or profession. A 
year in which business is down and 
money is tight will likely show mem-
bers less willing and able to make dues 
payments and to attend conferences. 

Often the amount of income will be 
dependent on how successful you are 
in selling , ur program. Possibly some 
of the programs can be expanded if 
they are financially viable, or con-
tracted if they are not. Organizations 
are often overly optimistic in estimat-
ing income. This can prove to be the 
organization's downfall if there is no 
margin for error; realism must be used 
or the budget will have little meaning. 

4. Compare the total expected In
come to the expense of achieving the 
objectives or goals. Usually the ex-
pected expenses will exceed income, 
and this is where some value judg-
ments will have to take place. What 
programs are most important? Where 
can costs be reduced? This process of 
reconciling expected income and ex-
penses isprobably the most important 
step taken during the year because it 
is here that the program's blueprint 
for the coming year is fixed, 

Give careful consideration to the re-
liability of the estimated income and 
expense figures. Is it possible that ex-
penses have been underestimated or 
that income has been overestimated? 
If expenses have b,en underestimated 
by 15 percent and ijicome has been 
overestimated by 10 percent, there will 
be a deficit of 25 percent, and unless 

the organization has substantial cash 

reserves, it could be in serious diffi-

culty. If the organization has small cash 

reserves or has little likelihood of get. 


.ting additional funds quickly, then a 

realistic safety margin should be built 

into the budget. 


5. Submit the final proposed budget 
to your board or appropriate govern-
Ing body for approval. This should not 
be just a formality but should be care-
fully presented to the ratifying body 
so that, once ratified, all persons will 
be firmly committed to the resulting 
plan of action. 

The steps listed above may seem so 
elementary that there is no n-ed to 
emphasize them here. But elementary 
as they are, they are often not followed 
and the resulting budget is of very lit
tie value to the organization.

There has been very little said about 
who should follow these steps in pre-
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parig the budget. The preparatiorio 
a budget involves policy decisions. Staff 
and the treasurer of the budget com
mittce should be involved. A budget 
committee should consist of individ. 
uals respoisible for policy decisions. 
Usuallythlsmeansthateithertheboard 
should Itself act as the budget corn
mittee, or It should apnoint a subcom. 
mittee of board members. 

This doesn't mean that the detailed 
estimated cost studies for various pro
grams can't be delegated to staffmem
bers. But the decisions on thegoals and 
their relative priority have to be a 
board-level function. Undoubtedly the 
board may rely on the paid staff to 
make recommendations, but theboard 
is responsible for policy and the budget 
represents policy. This responsibility 
cannot be delegated. 

Monthly and quarterly budgets 
Many organizations have no real 

difficulty preparing an annual budget.
The real problem comes in trying to 
divide the budget into meaningful seg. 
ments that can be compared to interim 
financial statements prepared on a 
monthly or quarterly basis. Some or
ganizations attempt to do this by di
viding the total budget by twelve and 
showing the resulting ,mounts as a 
monthly budget, which is then com
pared to actual monthly income and 
expenses. 

While this is better than nct making 
any budget ccmparison, it can produce 
misleading results when the income or 
expenses do not occur on a uniform 
basis throughout theyear. Consider the 
abbreviated statement of the scholar
ship fund of a professional society in
 
Table I.
 

The logical conclusion that might be
 
drawn from this statement is that the
 
fund will have a surplus at the end of
 
12 months of approximately $20,000
 
(four times the quarterly excess of
 
$5,C00). If this conclusion were reached,
 
the temptation would be to slacken off
 
on unpaid pledge collection efforts and
 
to be a little more generous in award
ing scholarships. This would be a very
 
serious mistake if, in fact, the normal
 
pattern of pledge collections weresuch 
that $36,000 should have been col
lected in the first quarter instead of the 
$35,000 actually received. A monthly 
or quarterly budget can produce mis
leading conclusions unless considera
bie care is taken in preparing it. 

Where to begin 
One of the best and easiest ways to 

allocate an annual budget Into shorter 



TABLE I Pert 

-aterYear'Ta 
ThreMonths Ending 1. , ilr 

March 31 ,* 

Annual Anrual 000. 
Budget Budget - 4 Actual 4;'.;$ ,quarter '25,000 25% 30,000 

Contributions $ 120,000 
Less Scholarships (120,C00) 
Excess 


periods is to first analvie the actual 
income and expenses lor the prior 'Lci, 
and then allocate this year's budget 
based on last vear's actual income and 
expenses. 

To illustrate, assume the scholarship 
fund's income last vear was $100,000 
but isexpected to he $120,000 this var. 
A budget for the new ,ear could i 
prepared as in Table 2. 

In this statement we hase a,,;unkLd 
that the increase in income of $20.000 
will be received in the same pattern 
as the prior 'ear's income was io. 
ceived. If this assumption is not cur-
rect, then adjustment must be made 
for the anticipated income %khich\%ill 
depart from past experience, 

For example, if it isanticipated that 
a single gift of $10,000 will be received 
in thefirst quarterand theoth,:r$10.000 
will be received in about the same pat. 
tern as last ear's income, the calcu-
lations to arrive at a new budget would 
be somewhat different, as ,ho%%n in 
Table 3. 

If at the end of the first quarter, in-
come of only S35,000 had been re-
ceived compared to a budget of S43,-
000, it would be apparent that steps 
should be taken to increase contribu-
tionsor the fund will fall short of meet-
ing its budget for the year, 

The expense side ofthe budgct should 
be handled in the same way. Gener-
ally, expenses tend to occur at a morc 
uniform rate, although this is not al-
ways so. In many ways the expense 
side of the budget is more important 
than the income side since it is easiei 
to increase expenditures for things that 
weren't budgeted than to rats. addi. 
tional contributions If the budget i,, 
regularly compared to actual e\pcn, 
ditures for deviations, it can be an c 
fective tool to highlight unhudgced 
expenditure-

The budget should probabl, he pi 
pared on a monthly rather than on a 
quarterly basis to reduce the time lag 
before effective action can be taken If 
a monthly basis appears to be toocum-

$ 30,000 $35,000 "- 'Thlid'quarter 25,000 ' " 25%" : 30'000 
(30 000) 

-
(30.000) 

-$ 5000 
,-Fourth quarter' 20,000

.$100,000 
20%,* =* ' ,24,000, 

TABLE 3 New 
Actual 

Percent 
of Last 

Budget
Other 

Last Year's Than Special Total 
Year Total 

First quarter $ 30,000 30% 
Second quarter 25,000 25% 
Third quarter 25,000 25% 

Fourth quarter 20,000 20% 
$100,000 100% 

bersome, consider a bimonthly budget 
and statements. However, if your or 
gani7ation's cash position is tighi. 
monthly statements become almost a 
necessity, 

An example 
The Upstate Business League is a 

good example of an organization that 
has to be very careful to hudget , in-
come and e\pense,, While the league 
has a beautill headquarters building, 
including a fine educatio'i center, all 
of its mone, is tied up in these fixed 
asset.i and teie is no spare cash to 
cover a deficit 

Accordingl'. each fall when the board 
starts to wrestle with the budget for 
the following ,ear, it is aware that it 
cannot afford the luxury of a deficit. 
Since the budget is so important, the 
entire board sits as a budget commit-
tee to work out the plans for the fol-
lowing sear. 

The treasurer, with the "help of the 
executive director, prepares a work-
sheet in adsance of the budgct mcet-
ing This %korksheet indicat s the ac-
tual cxpenses for the current ,ear to 
date, the estimate of the f nal figurtir 
for the \cai, and the current sear's 
budget to -,ho\A how close the league 
will Leni The bo d, through di u,-
son and dehate, atllmpls to work iot 
a huLdget lot the coming year. Table 8 
,ho , the worksheet for the expense 
budget. 

In looking at this worksheet, notice 
that the expenses are grouped by ma-

Special Gifts Budget 

$ 33,000 
27,500 
27,500 

$10,000 
-
-

$ 43,000 
27,500 
27,500 

22,000 
$110,000 

-

$10,000 
22,000 

$120,000 

or function so that the board can focus 
attention on the activities of the league, 
The alternative presentation would 
have been to list expenses by type
salaries, supplies, etc.-but this doesn't 
tell the board how much each of the 
major activities is costing. 

There are three columns for the pro. 
posed hudget-the minimum, the 
maximum, and the final amount. A, 
the board conidcrs each item, it re
cords both the minimum and the max
imum it feels is appropriate. No at
tempt is made at the beginning to fix 
a final budget amount. Instead, all 
budget items are considered and min
imum and maximum costs and totals 
are listed. It isonly after all items have 
been considered and only after a pre
liminarv review of potential income 
has been made that the board is in a 
position to make a judgment. 

After the board has completed this 
worksheet showing final figures for the 
year the next step is to break down 
the budget into monthly budgets. As 
with many organiiations, the league's 
expenses (and income) are seasonal. In 
this case, the budget is broken down 
into monthly scgments assuming that 
the cxpenses will be incurred in the 
same pattern as the' were for the cur
rent year. in the manner discussed ear
lier. 

Interim financial statements 
The most carefully thought out 

budget will be of little value if it isnot 
compared throughout the year with the 
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actual results of operations. This means 
that the interim linancial statements 
must be prepared on a timely basis, 

What is timely' This largely de. 
pends on the organization and how 
much slippage ordeviation from budget 
the organization can afford before se-
rious consequences take place. If the 
cash balance is low, an organization 
can't afford the luxury of not knowing 
\shere it stands on a timlch basis, 

Guidelines can be dangeious, but, In 
general, if an orgini/atiun is unable 
to produce some form ol abbreviated 
monthly or quartel1v financial state-
ment within 20 days ol the end of the 
period, most likel. the inlormatiun is 
,talc bv the timc it i, piVIpured I 20L!,, W l, I", O IL.' 1'. I) .l 11114,,' I11 , .. , It' 

show the budget lui the -a.c p'i iud 
ol t-- e. Interim liguies toi the ihiec 
months cannot easil\ be compa cd to 
budget figures for twelve months The 
budget must also be fur three months. 
Last year's actual ligures for the same 
period may also be shown, although 
this added inlormation could detract 
from the reader's seeing the deviation 
from the current year's budget, 

Table 9 shows the Upstate Business 
League's statement of income and ex-
penses for both the month of June and 
for a six-month period, with budget 
comparisons to highlight deviations 
from the budget. 

This financial statement gises the 
icadera gieat dcal ol informationabout 
the league's activities loi the tmo pe-
i iuds It should have the ellect of alert-
Ing the reader to the fact that unless 
something happens, there ma, be a 
deficit lot the 'sear.For instead of hay-
Ing a small xVeS lur Junc, theie asas 

"2 '"j . ... . . . I 

0=,Jcl .... ;6,240, and instead of hay-
Ing an excess of $7,500 for the six 
months, there was a deficit of almost 
$5,000. 

The board member reading the 
statement should be concerned about 
these deviations from the budget. This 
form of presentation makes it easy to 
see deviations. All unfavorable devia
tions can be quickly pinpointed and 
the reasons for them can be explored 
to determine the action that must be 
taken to prevent their recurrence. 

Notice that both the current month 
and the year-to-date figures are shown 
on this statement. Both are important. 
The monthly figures give a current 
picture of what is happening, which 
cannot be learned from the six-month 
figures. If only the six-nonth figures 
were shown, the reader would have to 
refer to the previous month's state
ments showing the first five months to 
deduce what happened in June. 

" , 

I I't'.t.. ,lie ki~lhi'l l .tt In Ii .- ii 'uli WA E 't 

L!1.1 11 !. .1 1', 
, , h 

h1i.;1) 
,,, ., 

Educational Actlvltles 
Income (excluding educational activities) $ 124,350

... ,,,, .. ru,,, \, i. : .. , Expenses (excluding educational activities) (144,350) 

Importance of budget comparison 
Excess of expenses over'income excluding 

education (20,000) 
FI II, ,t I , i, L' lit II,,, \thl', Education . 

I II . I10l 1LItl L !lIiIN .1 , ,. . Gross lnCoM'i1e:. $164.200 

i ut I '. h11111 . .d , ll ,h uld b,.e -. 

p'epiaied on aitii.l. bas.is. 4 
The financial statement should also '-

TABLE '.<.<? 
Income, : ..Inc'mo' 

'..Otherthar "eulor--
:" 

. 

~.'. ... 
. ' 

,-, 
i : -- t,*

":o, 
.. 

.. .'Amnt 

'~ Amount :~%Percent of, 
Income 

"i;..:.. " $124,-36 'J"Ylncome . • $344,000: 100% " 
; :11, OI :Staaries andwages $130,000 . 38% " 

materials - ostof100 29 
-- - "c" .tafd~sup~le~: 2,0064: ,'. 18 

-' . . q. 
: .. , 

. 

ge&~ctai''~~N 
0 .200-

eviation " from Original .i 

,Deviation.'. Budget 
from Variable-,,',Shown in,. 

Budget . .Tablle9
4y'jO800),:,O8,

6,1 
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Likewise, to show univ the month, 
with no year-to-date figures, puts a 
burden on the reader. Sonic calL ulat, 
ing using previous monthly statements 
would be required to get a total and 
to see where the league stood cumu-
latively. Year-to-date budget compar-
isons are often more revealing than 
monthly comparisons because minor 
fluctuations in income and expenses 
tend to offset over a period of month% 
These liuctuations can appear rather 
large in any one month. 

'Educatlona! r,,.dvltles 

Income and expenses of the educa-

TABLE 8 


tional aivI tic h.',c he'l 'II. .' . 

gross terms in the statements It oWlid 
be equallv proper for the league to show 
net income ,ear-to-date for the league 
before the educational activities were 
considered How this would look is 
shown in Table 4. 

Another possibilitv is to show univ 
the net income ol the educational ac-
tisities in the statements, perhaps in 
the incomnesection. Table 5 shows how 
the stat.ments would look, in con-
densed form. 

Either presentation, or the one in 
Table9, is acceptable. The appropriate 
presentation depends on the impor-

The Upstate Business League 

I,,.-, . .',,.. ', .... '. '*nu 

'.ltvle, 

Variable budget 
One tcchn.que that is often used in 

budgeting an operation where costs 
increase as the volume of activity in
creases is to relate the budgeted costs 
to income. For example, the linal ex. 
pense budget (Table 8) and the rela. 
tionship to budgeted income for the 
educational activities is shown in Ta. 
blk 6. 

If all costs increase pronortionately 
as income increases, it isa simplemat

ter to create new budget figures each 

Worksheet for Preparing 1980 Expense Budget 
(in thousands) 

Actual Current Year-1980 Budget for New Year-1981 

To Date 
(10 Months) 

Estimate 
Balance 
Of Year 

Estimate 
For Year 

Budgel
Current 

Year 
Proposed 
Minimum 

Proposed 
Maximum Final 

Services to members:
 
Salaries and wages 


Informational
 
materials and
 
supplies 


Communications and 
other expenses 

Maintenance of building: 
Salaries and wages 

Utilities and suppties 

Maintenance and 
repairs 

Geieral and 
administrative 
expenses:
 
Salaries and wages 


Office supplies and
 
equipment 


Property taxes 


Legal and audit fees 


Other 


TOTAL,excluding
 

educational
 
activities 


Educational activities:
 
Salaries and wages 

Cost of materials 

Equipment and 
supplies 


TOTAL education 


TOTAL EXPENSES 


$ 94 $ 6 $100 $ 92 $100 $130 $110 

28 - 28 26 28 30 28 

24 4 28 20 20 30 28 

30 4 34 32 34 38 36 

20 4 24 16 26 26 26 

16 - 16 18 16 18 16 

54 6 60 60 64 68 68 

6 2 8 6 8 10 10 

6 - 6 8 6 6 6 

14 2 16 16 16 16 16 

20 4 24 22 18 22 20 

312 32 344 316 336 394 364 

102 20 122 116 124 130 130 

80 12 92 106 94 106 100 

60 2 62 70 60 70 62 

242 34 276 292 278 306 292 

$554 $66 $620 $608 $614 $700 $656 
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The Ba i 
Of uu geting 

month based on actual income. Using 
the six-month figures shown in Table 
9, our budge- comparison for the ed-
ucational activities for the six-month 
period would look like Table 7. 

The significant observation here is 
that while the original budget com-
parison in Table 9 showed an unfa-
vorable deviation from budget of only 
$4,660, the unfavorable deviation us-
ing this variable budget is signifi-
cantly higher: $20,090. Obviously if the 
variable budget is accurate, the direc-
tor has not been watching costs care-
fully enough. 

The financial statements would show 
only the variable expense budget. The 
original expense budget would not be 
used. This kind of budget is more dif-
ficult to work with because each month 
the treasurer or bookkeeper has to re-
calculate the exnense figures to be used 
based on actual income. At the same 
time, by doing so, a meaningful budget 
comparison can then be made. It is 
very difficult otherwise for the board 
to judge the results of the educational 
activities, 

One final observation about this var-
iable budget: Certain costs are not pro-
portional to income. For example, the 
league cannot have less than one di-
rector and must prepare materials for 
educational programs no matter 
whether 50 or 500 people attend. Ac-
cordingly, in preparing a variable 
budget, sometimes the relationships 
that are developed will not be simple 
percentage relationships. 

For example, perhaps the relation. 
ship of these costs will be $5,000 plus 
five percent of total income over 
$75,000. If so, then if income is 
$35,000, the budget will be $18,750 
($5,000+ five percent of $275,000). 

Narrative report explains deviations 
You can see that much of the detail 

shown in the budget in Figure 1 has 
not been shown on the interim finan-
cial statement in Table 9. If the board 
felt it appropriate, supporting sched-
ules could be prepared giving as much 
detail as desired. Care should be taken, 
however, not to request details that 
won't be used, since it obviously takes 
time and costs money to prepare de-
tailed supporting schedules. 

It may be that a more meaningful 

supporting schedule would be a nar-
rative summary of the reasons for the 
deviations from budget for the major 
income and expense categories The 
executive director in the case of the 
Upstate Business League would prob-
ably be the one to prepare this sum-
mary. 

The amount of detail and descrip. 
tion that might be put in this summary 
would vary from account to account, 
Clearly the report should only discuss 
reasons for the major deviations. This 
report should accompany the financial 
statement so that questions raised by 
the statement are answered immedi-
ately. 

This type of report can be as infor-
mal as you want to make it as long as 
it conveys why there have been devia-
tions from the original budget. But it 
should be in writing to ensure that the 
board knows the reasons for deviations 
and to force the executive director to 
face squarely the responsibility to meet 
the projected budget. This report is a 
form of discipline for the director. 

Using the budget 
The best-prepared budget serves lit-

tle purpose if the board or association 
staff is unwilling to take action once 
it becomes apparent that expenses are 
exceeding budget or that income has 
not been as high as anticipated. To be 
useful, the budget must be a planning 
device that everyone takes seriously, 


The association staff and board must 

be prepared to take action to modify 
their plans if it becomes apparent that 
the budget cannot be met. If your or-
ganization has substantial resources 
tofall backon,youcanafford toaccept 
some deviations from the original 
budget without serious financial con. 
sequences. 

For most organizations, this is not 
the case. You must be willing to face 
unpleasant facts once it becomes ap-
parent from interim financial state-
ments that correctfe action must be 
taken. Many budgets fail, not because 
there is not enough information avail-
able, but because the board and staff 
fails to take aggressive, corrective ac-
tion. In these instances, the board is 
not fulfilling its responsibilities, and 
the budget is a meaningless formality . 

Developing a long-range pian 
So far our discussion has centered 

on budgeting techniques for the cur-
rent year. Almost as important, and 
quite related, are the techniques for 
plannir.ng even further into the future 
than the 12-month period most budg-

t-, - J; .'3, ., ,, :',,uSL b. con
stantly alert :c, c;,nr,6 ing conditions 
which may alter their goals or objec
tivcs and thus their sources of inconte. 
Otherwise they may find themselves 
in unexpected financial difficulty.

One of the more effective ways to 
avoid the unexpected is to prepare, and 
periodically update, a five-year master 
plan.The purpose of this five-yearplan 
is to force the board to look ahead and 
anticipate not only problems but goals
and objectives that it wants to work 
toward achieving. 

The development of a five-year plan 
requires considerable effort. The treas. 
urer can be the person who initiates 
and pushes the board toward devel
oping such a plan but cannot single
handedly prepare it. As was pointed 
out earlier, to be effective, any plan of 
action involving the organization's 
program and allocation of resources 
must be developed by all of the people 
who will have to live with the resulting 
plans. 

There is no standard way to goabout 
preparing a five-year plan. Pr9bably 
the best way to start is to set up acorn
mittee of about three people. As with 
the budget committee discussed ear
lier, the people chosen for this five-year 
planning committee should be people 
who are in policymaking roles within 
the organization. There is little point 
in putting a person on this committee 
who is not both knowledgeable and 
influential within the organization. 
Otherwise the resulting document will 
be of relatively little value to the or
ganization. 

Setting Goals. Before meeting as a 
committee, each member should be 
instructed to take five sheets of paper, 
each representing one of the five years. 
On each sheet the member should list 
all of the goals or objectives that are 
considered important for that year. The 
list can be specific or general. The im. 
portant thing is to get down some 
thoughts as to what the organization 
should be doing during each year, par
ticularly as they might be different from 
what is being done currently. No con 
sideration should be given at this point 
to costs. 

Onceeach memberofthecommittee 
has independently prepared this con
ception of the future goals or objec
tives of the organization, the commit
tee should meet and discuss these 
projections. There may or may not be 
initial agreement, and if not there 
should be extended discussions to try 
to establish a plan of objectives that 
all members can agree on as beingrea. 
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TABLE 9 
 Upstate Business League

Statement of Income and Expenses, and Comparison with Budget
for the Month of June and the 6 Months Ending June 30, 1980
 

Month 6 Months 
Devration DeviationFavorable FavorableActual Budget (Unfavorable) Actual Budget (Unfavorable) 

Income
$21.400 $17,250 $4,150 Annual dues $ 85,470 $ 94,700 $ (9,230)

6,260 6,230 30 Initiation fees 21,420 13.500 7 920 
4,620 4,830 (210) Sale of materials 3,960 5,000 (1040)
7,380 7,690 (310) Other 13,500 10.300 3.200 

39.660 36,000 3,660 Total. excluding education 124,350 123 500 850 
30,700 32.000 (1,300) Educational activities 164 200 175.000 (10 800)
70,360 68,000 2,360 Total income 288,550 298 500 (9950) 

Exenses
21,910 18,200 (3,710) Services to members 67,880 63,800 (4 080)
9,130 8,200 (930) Maintenance of building 31,880 30,300 (1580)

14,130 12.300 (1,830) General and administrative 44,590 41.900 (2.690)
45,170 38,700 (6,470) Total. excluding education 144,350 136.000 (8350)
31,430 28,500 (2.9301 Educational activities 148.860 155,000 6 140
 
76,600 67,200 (9,400) Total expenses 293.210 
 291,000 (2210) 

Excess of income over (under)
$(6,240) $ 800 $(7,040) expenses $ (4,660) $ 7,500 $(12.160) 

TABLE 10 Upstate Business League 

Master Plan-1982 Through 1986 
1982 1983 1984 
 1985 1986
 

Goals or objectives-
Run management education program $ 17,000 $ 22.000 $ 25,000 $ 27 000 $ 30.000 
Develop new minority education program 12,000 - -


Run minority education program 35,000 35,000 45,000 45.000 45,000
Work with other leagues across country - 12,000 15,000 15,000 15,000
Run branch office 8,000 15,000 20,000 20,000 20,000
Explore Project "A" 20,000 10.000 - - -
Run other programs 40,000 45,000 50,000 55,000 55.000 
Purchase building for branch office - 150,000  - -

Total 132,000 289.000 155,000 162.000 165,000 
Sources of income:Membership dues and fees 60.000 45.000 60,000 60.000 60,000
 

Special assessments 
 10.000 10,000  - -
Building fund drive - 150,000  - -

Educational program fees
Management 10,000 15,000 18.000 20000 22.000 
Minority business 30,000 35,000 45.000 45.000 45,000
Sale of materials 10.000 5,OOU 10,000 10000 10.000 
Other 
 38,000 40,000 45,000 45,000 

Total 
 158,000 300,000 178,000 180.000 182,000
Projected surplus $ 26.000 $ 11,000 $ 23,000 $ 18.000 $ 17,000 
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sonable. If, after extended discussions, 
the committee cannot agree on these 
broad objectives, they should go back 
to the board for direction. All of this 
is done before setting costs. The or-
ganization must decide what its goals 
are before it starts worrying about costs 

Estimating Costs Once the con-
mittee has agreed up( i objectiss for 
each of the five years, L,en it isappru, 
priate to start to estim'te the costs in. 
volved in reaching each of these goals. 
This can be difficult because there are 
always many unknowns and uncer-
tainties. Nevertheless, it is important
that the best estimate be made by the 
committee. Clearly the treasurer is a 
key person in this estimating process. 
Among other things, it is up to the 
treasurer to try to budget for inflation 
and present the most ralistic cost es. 
timate . 

After the committee has estimated 
costs for each objective for the five 
years, the next step is to add up the 
total to see how much income will have 
to be raised. NotiLe that until this point, 
no real consideration has been given 
to how the go, w%Villbe financed. This 
is important because in lung-range 
planningan organization should set its 
objectives and then look fur the means 
to reach them, 

If the objectives are good ones which 
the membership will agree should be 
accomplished, the financial support 
should follow. An organization gets into 
difficulty when it does not periodically 
re-evaluate its direction and thus find, 
itself out ol step with our rapidly
changing society So tile pruoeduie to 
follow is first to deline the objective, 
and goals, then to evaluate the cost of 
each, and finally to determine how to • or objectives were stated first, and only
raise the necessary income, after the organization agreed on what 

it wanted to do did it start to work onPlan for Income. This final step of how to raise the necessary income. This 
determining how the income will be point has been emphasized because the 
rdised is usually not as difficult as it organization does not exist to raise 
may seem, provided the goals and ob- money and pay expenses; it exists to
jectives are ones that the board and accomplish certain objectives, and un
the membership bLlieve are sound It less these are spelled out clearly and
's possible that as 1e result ol this live- are constantly kept in mind, tile or
year plan nek,suui .. s ol income mis ganizatiun may lose sight ol tile teasun 
be requtied Peihaps dues will be in- for its existence 
.i ..as.d or p t iaps a malur capital mi- Nu attempt was nde in this master 
pruvement lund di ie scill be stat t.d plan tu balance the imounts ol incume 
There are many pussibilities. and expense except in a general way.

The important thing is that the or. In each year there is an indicated sur

ganization has no right to exist except 
as it serves societal or members' in-
terests. So if the organization keeps up 
with the times it should be able to get
sufficient support to achieve its objec-
tives; if it does not, this is clear evi-
dence that the objectives or goals are 
not sufficiently important to justify 
support. At that point theorganization 
should either change its goals or should 
seriously constder the desirability of 
discontinuing its existence, 

Master plan should be reviewed 
The result of this whole process is 

a master plan that should guide the 
board in its planning. It should be re. 
%,:ewedat least ever. year or two and 
should be updated and extended so that 
it represents, at all times, a five-year
plan for the future. Table 10 shows an 
example of a simple master plan for 
the Upstate Business League. 

Note that on this master plan the 
league has indicated future expenses 
not in terms of the type of expenses
(salaries, supplies, etc.) but in terms 
of the goals or objectives of the orga-
nization. This distinction is important 
because the league pays salaries and 
other costs only to lurther some goal 
or objective. Thus, in a master plan it 
isentirely appropriate to associatecosts 
with each goal or objective. This means 
that a certain amount of allocation of 
salaries between goals will be neces-
sary. 

A nontraditlonal approach 
Also, the format ol this master plan

did nut start off with the traditional 
approach of showing income and then 
deducting expenses. Instead, the goals 

plus. This recognizes that while the 
board has made its best guess as to 
how it will raise its income, there are 
agreat many unknowns when working 
with a five-year budget. As each year 
passes and this five-year plan is up
dated (and extended) the sources of 
income wVill become more certain, as 
will costs, and these figures will be 
refined and adjusted. The important 
thing, however, is that you have set 
down what you plan to do in the future 
and how you now expect to be able to 
finance such plans. 

Summary 
A budget can be an extremely im

portant and effective tool for the board 
in managing the affairs of the orga
nization. However, to prepare a mean
ingful budget the organization must 
know where it is heading and know its 
goals and objectives. Priorities change, 
andthismeansthatmanypeopleshould 
be involved in the budget preparation 
and approval process to ensure that 
the resulting budget rec'ives the full 
support of the organization, 

Once prepared, the budget must be 
compared to actual results on a timely 
basis throughout the year to ensure 
that the board knows where deviations 
are occurring. Equally important, the 
board must promptly take corrective 
action if unfavorable deviations occur. 
The foundations of a sound financial 
structure are a well-conceived budget, 
a timely reporting system, and a will. 
ingness by the association staff and 
board to take corrective action. 

The importance of planning into the 
future cannot be over-emphasized. In 
this fast-moving age, worthy nonprofit 
organizations can quickly get out of 
step with the times, and when this hap
pens, contributions and income quickly
disappear. A five-year master plan is 
one technique to helpensure this won't 
happen. 0 

4 
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3. Finances (Module No. 7) 

The association's financial condition will ultimately determine 
whether that organization can contiune operating. As a result, 
association finances are a fundamental concern of managers and 
members alike. The source of funds also helps to determine the 
association's degree of independence. In Latin America, associations 
receive funding from a number of sources which tends to make them 
have many masters. The Honduran Association of Municipalites 
(AMHON) is attempting to raise the majority of their funding from 
their own sources over the next few years. Such a move should also 
help to increase their independence and increase the credibility of 
the organization in the eyes of its members as well. One question 
that remains is how associations are supposed to raise such funds. 
Consequently, this is an issue that should be addressed in the 
training program. The following notes,however, provide a general 
outline of association funding approaches. 

Traditionally, associations rely on two primary sources of funding. 
The first source is the use of member dues. Legislation in certain 
Latin American countries requires municipalities to a certain 
percentage from their general fund revenue as membership dues. 
While such funding may help to establish and/or stabilize the 
association, legislation mandated at the national level may change 
over time and leave the association vulnerable to revenue shortfalls. 
Therefore, it may be wise to try to implement a parallel dues 
structure targeted at individual members and with specific benefits 
tailored to the individual's needs. This approach would be further 
explored with U.S. A.I.D. officials and the associations themselves to 
determine the feasibility of such a proposal. If the approach is seen 
as feasible, there are a number of techniques that can be used to 
determine appropriate dues and the benefits that should be accrued 
from those dues. 

The vast majority of effective associations combine membership 
dues with service fees to supplement their revenue stream. If 
managed well, membership dues can be used initially to develop 
specific services. Later, as the services expand, the fees from those 
services can be used to support member benefits. Some associations 
actually break down the direct and indirect costs of a member 
service and then price that service separately. By doing this, they 
produce a lower dues structure and provide valuable member 
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services that are priced according to their cost and their value to 
participating members. Some programs, of course, never make 
money. Such programs may be intentionally priced low or are 
included indues because of their ultimate value in attracting or
keeping members. If, as mentioned earlier, the association receives 
mandated dues from municipalities, this may take some initial 
pressure off the need to diversify revenue sources. Nevertheless, in 
the long run it is essential for the health of the organization to have 
a varied and constant source of revenue. 

In devising fee programs, associations have developed number ofa 
revenue options. These may include: the sale of publications; the 
organization of conventions, seminars and workshops with carefully
calculated attendance fees to cover all direct and indirect costs to
the associations; and certification programs for individual members 
in which the member may pay a fee to receive specialized training or 
skill recognition from the association. 

When pricing association services, one should follow a number of 
key points: 

a. In calculating costs, be careful to include all potentially
relevant costs such as rent, salaries, printing, postage,consulting 
services, phones, etc. 

b. After establishing a formula for setting prices, use it 
consistently. 

c. If the association has a national membership, consider 
regionalism in pricing to accommodate regional cost differences. 

d. Plan ahead. The associations that do the best job of pricing 
are able to set prices in conjuction with their long-range goals. 

e. After establishing prices, it is important to justify them to 
members. It is important to work with members of the board of 
directors in this regard. 

f. Offer discounts to 
illustrate the benefits of 

members on 
membership. 

special services. This helps to 
Try to set discounts as a set 

percentage. 
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g. Periodically review prices. Pricing is a cyclical process that 
require quarterly analysis. 

h. Price products right the first time. Frequently changing prices 
usually presents more of a problem to members than an occaional 
healthy increase. 

(The above points are taken from Association Management, May 
1982, by the American Society ot Association Executives) 

4. Staff Organization (Module No. 2) 

There are a number of approaches to the internal organization of an 
association. While many of the associations that U.S. A.I.D. is now or 
may be working with in Latin America and elsewhere already have 
internal organizatonal designs, the following information may be 
useful as guidance. Again, since much information has been written 
on the subject of organization, the following articles are simply 
reprinted here. 
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Organization Charts-
An Information Central White Paper 

ORGANIZATION CHARTS
 

An organization chart is a graphic way of depicting the relationships of each
 
individual in an organization to other individuals. It is a picture of how
 
authority and responsibility are divided ipwithin.an organization. It
 
typically reflects:
 

1. Lines of authority. 
2. Reporting relationships.
 
3. Levels of responsibility.
 

Generally each position within an organization is assigned a specific "box"
 
on the chart. The boxes are arranged to show how each position relates to
 
the others.
 

In traditional organizations, authority and responsibility flow in a descending
 
hierarchy, and this hierarchichal structure can generally be best depicted in
 
a chart which has a triangular shape.
 

Chief 
Executive
 

Manager
 

Manager er 

Worker Worker Worker Wor er Worker Worker Worker Worker 

The individual at the top of the hierarchy carries all ultimate responsibility.
 
The farther down the triangle a position is, the greater the diffusion of
 
responsibility.
 

Although most association organization charts do appear triangular in shape, the
 
"triangle" may not be the best reflection of real authority and power for an 
association. 

An association is a uniquely complex structure, where decision making authority
 
and responsibility is divided between two "groups" of individuals -- paid staff
 
and members.
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The actual relationship between individuals 
in most associations can be more
 

accurately depicted as an "hourglass" or 
as two triangles, one on top of the
 

other, with narrow points touching.
 

Members, 
Leadership Structure
 

-Point of Contact -

Chief Staff Executive
 

Staff
 

of the organization

This shape would reflect a diffused power 

at the top 

The closer
members."


the power of a large group comprised of 
"all 


chart --

an individual sits to the narrow portion of the diagram or chart, 

the greater
 

the individual responsibility.
 

Hence the Chief Staff Executive and the Chief 
Elected Officer would be posi

tioned at the top and bottom points of the 
two triangles, each sharing ultimate 

success of the organization.responsibility for the 


Other volunteer leaders and other staff leaders 
would be positioned according
 

to the extent of their responsibility and authority.
 

In order to simplify the "picture" of the organization, 
many a.sociations will
 

Some typical "picture.J" include:
 
create two or more organization charts. 


1. Overall Structure
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Case Study on Organizational Planning
 

by the National Association of Printers and Lithographers
 

INTRODUCTION
 

The Importance of Organizational Planning 

The importance of organization in industry was established by Andrew Carnegie when he said, 
1Take away all our factories, our trades, our avenues of transportation, our money, but leave me 
our organization, and in four years, I will have reestablished myself." 

One of the most neglected phases of modern industrial management is unquestionably that very 
vital and all-important one of organization. In the graphic arts industry many firms pay close 
attention to all phases of manufacturing and yet give little thought to organization. They will 
approve of the latest in printing equipment, platemaking methods and typesetting systems and yet, 
for one reason or another, fad to do anything about planning for better organization. There is a 
tendency to stay with the old form of organizational structure rather than change to a new and 
untried procedure. Firms tend to build up customary practices, and these traditions tend to 
maintain an organizational status quo. 

There has been failure on the part of management to realize that organization is an active, living 
entity - not a passive, rigid concept. Organizing is a dynamic, not a static process with change the 
common occurence rather than the exception. Changes in printing plants take place for many 
reasons, such as changes in prduct line, changes in equipment, changes in personnel and 
changes in the conditions outside the enterprise such as government controls and pressures. 
Progressive management recognizes the importance of organization planning and alters its organi
zation in order to best meet the current requirements of its customers. 

Advantages of Good Organization 

Organizing enables managers to enlarge their scope of operation, that is, it makes it possible for 
managers to accomplish much more than they could as individuals. 1tprovides the means for using 
effectivly the work of other people, and it sets the groundwork for the development of people. In 
fact, success in management requires effective organizing; failure to organize properly limits any 
manager's ability to manage. 

Organizing provides a satisfactory climate for achieving an informed and satisfied work force. It 
avoids needless duplication of effort. It gets individuals to work effectively as members of a team, 
not oeparately as single rirviduals. It avoids confusion and misunderstanding as to who is to do 
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what work. It prevents "buck passing," overempleyment, and members of the group from wallow

ing in misinformaton. 
Forzunately, the growing practice of updating and improving a business' organizational structure 

at regular intervals is being recognized as advantageous. For example, in some companies, this 

task is assigned to one individual within the organizatior who works closely with the various 

management members, discussing possible organizational improvements with the managers who 

would be affected by such changes and encouraging them to offer their ideas and participate in 

developing needed organizational improvements. 

Essential Factors of Effective Organization 

APPROACH- In organizing, modem graphic arts management must be concerned with (a) 

WORK-how to diotribute it, (b) PEOPLE-who is going to do what work? (c) 

RELATIONSHIPS- what is the authority and responsibility among the organizational units 

formed by the work distribution? and d) WORK ENVIRONMENT- what tools and work places 

will best contribute toward maximum work accomplishments? 
KEY PAPER- In most firms, there is a key paper or set of papers about which the major 

operations of the enterprise revulve. h.most lithographic plants,'the key paper is the customer's 

order. This key paper forms the core of nearly all the work that develops in the enterprise. Trailing 

the movement of this document, or that required by employees working on it, supplies the clue as 

to what physical units should be related and in what sequence. Work activities other than those of 

the key paper exist, but they are usually related and subordinated to the key paper 
HUMAN ELEMENT-The graphic arts industry has experienced a staggering technical 

revolution in the last fifteen years. We have seen the development, introduction and use of offset 

printing, phototypesetting and editing, automatic film processors, roll film cameras, color scan

ners, automatic platemakers, web presses, computerized typesetting and high speed bindery 

equipment. The experimentation and technical revisions will continue as the computer continues 

to move to the foreground. In spite of all this modem equipment, the motivating power behind any 

organizational structure is the personnel of that firm. It is still people who perform the functions, 

assume responsibility and exercise authority. The prime importance in any business enterprise is 

the human element. 
Even though advances have been made in technological education both at the high school and 

collegiate level, there is still a scarcity of quality workers coming into the graphic arts industry. 

This emphasizes the necessity for vigorous recruiting and selection policies by graphic arts firms. 

In addition, training and promotion of present employees becomes all the more important as new 

equipment, systems and procedures a-e introduced into the enterprise. The human element is a 

constant problem in all industry and must be understood and motivated through strong leadership 

and communication. 

COORDINATION- Most printers and lithographers could experience an immediate in

crease in profits if they followed the Principle of Coordination which states: 'he smooth, 

frictionless, effective attainment of the obiectives of an organization is secured through the 

coordinition of all activities per.,rmed." 
Coordination means to combine activity into a c.,nsistent and harmonious action. The group 

must work in harmony and rhythm if the most effective operation is to result. Total accomplishment 

can exceed ths sum of individual effort only when the effort of each person is coordinated with that 

of co-workers so that it is expended in the right way, at the right time. 
THE SYSTEM- The manner through which coordination is achieved is the system. Asystem 

is the normal routine by means of which t0,' ictivities of an industrial organization are carried on 

and controlied. To be effective, a system must be almost continuously employed to achieve results. 

Unfortunately, in many graphic arts firms, the system is crude and is built only as the need arises. 

In such a situation, where routines are matter of record, the coming and going of employees 

produces little effect upon the results. If,however, business routines are not well established, but 

depend upon the personal knowledge of certain individuals, then the removal of such people 

makes a break in the routine. 
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The task of organizing is to establish a system of activity groupings and authority relationships in 
which people can know what their tasks are, how their tasks relate to each other, and where 
authority for decisions needed to accomplish these tasks rests. 

ORGANIZATION CHART-The organization chart is widely used and appropriate for 
communicating how the principles or organization work. An organization chart is a graphic 
representation of an organizational structure. It can be thought of as a picture of the structure; it 
shows the functional relationships and the existing lines of authority. 

The drawing of an organization chart is simplified by using the outline approach. First. list the 
main functions: next, place those functions which are subordinate to the main functions under the 
proper main function in the outline list; then, place under each subordinate function the minor 
functions which properly belong under the respective subordinate function. In this way, a list is 
developed which shows the main functions, the subordinates under each main function, and the 
minor functions under each subordinate. This outline form is then transformed into the graphic 
form which makes up the organization chart. 

The chart may also be prepared by starting with the person of highest authority in the organiza
tional structure and working down by determining who reports to this top person and what 
responsibilities each person handles. This procedure provides the information for te first level of 
management below the chief executive and may be followed for each consecutive layer From the 
information so gathered, the organization chart can be constructed. 

ORGANIZATION MANUAL- The o ganization chart shows the outline of the organization, 
but it takes an organization manual to put flesh on the bones and to provide the next step in 
converting a static device into a dynamic, living organism. In the manual the duti,-s of eaeh 
member of the organization are described, together with given authority and responsibility. These 
are related to those of the other members of the organization to avoid overlapping or omission of 
activities and also possible conflicts between them. 

To aid in the preparation of such manuals, job descriptions are useful in the work of organizing. 
While he format used for writing these descriptions varies, they usually contain a summary of the 
job functions, the work performed and sometimes include the qualifications generally considered 
essential. Such information is extremely useful in management because (a) the scope of the job 
becomes definite, (b)the identity becomes fixed, and (c) definite associations between job title and 
contents is established. 

Organization manuals must be continually revised if they are to remain effective tools. The 
development and use of a manual of organizational procedure is strongly recommended as a 
supplement to the organization chart. Together they give the line of authority, show the relationship 
between that authority and responsibility, give a detailed schedule of duties and relationships and 
thus cover the essentials which must be satisfied in the design of an organizational structure. 

PROCEDURE IMANUAL- To complete the design of an organization, it is necessary to write 
up standard instructions to cover the established procedures for carrying on the detailed activity 
within an enterprise. Collectively, these standard instructions constitute the "system" through 
which continuous orderly performance is accomplished. Properly developed, it is a written code of 
practice giving the best known methods for performing a given activity or controlling a certain 
function. These best methods, when determined, are made into a permanent record and are 
applied to secure uniformity of performance throughout the plant. It tends to reduce gradual 
deviation from, or loss of knowledge of, the one best way of performing a task. 

It is necessary to constantly check and revise the procedure manuals and to keep them up to 
date the same as organization charts and manuals. All three are essential parts to the organiza
tional plan. The Chart is used to tell where in the organization a function is performed and by 
whom. The Manual explains what the nature of the function is and the duties and responsibilitie, 
involved. The Procedure Manual describes how and wk.n it is to be performed. 
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APPENDIX B 

ICMA PUBLICATIONS AND REFERENCES 

The State Officers Handbook, June 1992 

Presentation Outline, Rita Soler Ossolinski, to the Association de 
Municipales Hondurenas, Tela Honduras, June 28, 1991. (A one-day 
training seminar for the Board of Directors on the role and 
importance of Associations in sharing information, networking 
among officials, lobbying, etc. 

Cities International: Municipal Development Worldwide, Fall 1991, 
lead article titled "Creating a Strong Municipal Association." 

Community Leadership Action Pak, 1989; key strategies and skills 
needed to make a board, commission or committee strong, efficient, 
and successful. 

Ethical Insight. Ethical Action. The Ethics Factor Handbook, 1988; 
case studies, exercises, discussion questions. 
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PUBLICATIONS AND RESOURCES OF THE
 
AMERICAN SOCIETY OF ASSOCIATION EXECUTIVES
 

Attracting. Organizing and Keeping Members 

Principles of Association Management, 1988, Second Edition; 
consensus of the best thinking of association executives. 

Association Management Magazine, a monthly publication of tips,
techniques and news about associations. 

Fundamentals: Marketing, developing a marketing plan, product 
pricing, etc. 
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