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MODERNIZING FINANCIAL MANAGEMENT FOR HUNGARIAN
LOCAL GOVERNMENTS

Second Year Seminars: December 10-11,1997

This report briefly describes the December seminar on Modernizing Financial
Management for Hungarian Local Governments. The program aims at training Hungarian local
government finance officers to improve budgeting and financial management within their cities.
The December seminar was the fifth seminar of the second year program, which extends from
June 1997 to March 1998.

The agenda, list of participants, and course material are included in Annex A. Ten local
governments attended the December seminar, some from large cities like Szekesfehervar, but
the majority from smaller towns. Table 1 shows the list of local governments who have attended
the second year seminars so far.

DECEMBER 10, 1997

The seminar started with Mr. J6zsef Hegedus (Metropolitan Research Institute (MRI))
welcoming the participants. This was followed by a presentation by Ms. Andrea Tonka (MRI) and
Mrs. Krajsoczki (local Hungarian trainer and head of the finance department for the city of
Szentes) on the program budgeting process. On the evaluation sheets handed out at the
previous (November) seminar, participants had requested that the elements of program
bUdgeting discussed at various seminars be presented together in a comprehensive way-to
enhance their understanding of why program bUdgeting is an effective and comprehensive
technique of budgeting. Ms. Tonka therefore summarized what was said at previous seminars
regarding the following elements:

• Strategic goals
• Fiscal Indicators
• Problems
• Objectives
• Program alternatives
• Set of criteria
'iI

• Selecting programs for implementation

Mrs. Krajsoczki's presentation on the process of program budgeting was based on
Szentes' experience. She discussed the annual work plan and experience gathered through
work. She said that program budgeting is substantially different from traditionally established
bUdgeting practice in Hungary, and it may be hard to get municipal staff to accept the new
techniques. It is important to identify individuals who are responsible for the implementation of
the various stages, and who direct and coordinate the process. The work plan must be strictly
followed.

Exercise I : Rating the Budget Document

This exercise was conducted by Mr. Hegedus and Ms. Tanke. Participants were divided
• into three groups and given three budget examples for each of the following three topics-goals

and objectives, budget message, and performance measurements. After choosing one topic and

.......'
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reading the samples, each group had to specify criteria by which the budgets could be rated.
Finally, they had to defend the order of rating they chose.

Assembling the Budget Document

The exercise was followed by Mr. Hegedus' presentation on assembly and contents of
a good bUdget document. Mr. Hegedus first discussed a sample Hungarian work plan provided
by the city of Szentes. A work plan details the activities involved in preparing a program budget.
The Szentes work plan had the following components: (1) activities relating to the budget
calendar, (2) the staff involved, (3) deadlines, and (4) person responsible for the activity. Mr.
Hegedus then discussed the following guidelines for governmental bUdgeting:

• Policy overview
• Operating details
• Financial summaries
• Organizational and community profiles
• Final document

Techniques of Presenting the Budget

Mr. J6zsef Keri (Hungarian local trainer and head of the finance department for the city
of Szolnok) and Mr. Phillip Rosenberg (consultant to the Urban Institute (UI)) made a presentation
on the techniques of presenting the bUdget to the City Council. Mr. Rosenberg stressed that
bUdget presentations require: (1) possessing substantive knowledge of the subject, (2) thinking
in terms of the format and content, (3) developing diagnostic/analytic statements and background
papers (4) holding orientation sessions for council members, and (5) organizing and presenting
bUdget data. Mr. Keri stated that those who compile the bUdget have to serve City Council
members. Background studies and critical and analytical observation can greatly help City
Council members in making decisions. Good organization of bUdget data can lead to ~ better
understanding of its elements as well as the substantial differences between various alternatives.
Finally, Mr. Keri said that being well prepared to present the budget may alleviate the traditional
tension between the staff and Council members and decrease the risk of rejection of the budget.

Budget Presentation Skills

Ms. Katalin Pallai (local Hungarian trainer) made a presentation on how to present the
bUdget. The success of a presentation greatly depends on the method of presentation, and a
good presentation is based on continuous communication with the audience. Planning a
presentation involves the following

• Analysis
• Defining the content
• Structuring the message
• Identifying and developing necessary tools
• FinaliZing and checking
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Presentation tools are: (1) words, (2) body language, and (3) technology and other
auxiliary tools. Ms. Pal/ai's presentation also discussed the importance and characteristics of
auxiliary tools, the techniques of developing them, and the importance of the presenter's
personality in making a successful presentation. Ms. Pallai ended her presentation with a
discussion on basic presentation techniques which comprise of: (1) concentration, (2)
simplification, (3) structuring, (4) dramatizing, and (5) either personalizing or impersonalizing.

Exercise II : Role Playing

Each January or February, local government finance officers present the proposed new
budget to the municipal council in their city. Training in this seminar therefore focused on a role
playing exercise. Participants were divided into different groups-a 7 member municipal council,
a clerk, a finance officer, and two technical department heads. The council had to appoint a
mayor and was divided into two factions: the majority and the opposition. The role playing
simulation involved the finance officer presenting a budget to the council; comments by members
of the public; objections and counter proposals on some budgetary elements by three council
members; technical explanations by two department heads, and a final vote on the bUdget by the
council. The objective of the simulation was to show that finance officers should view the budget
proposal from the perspective of the municipal council and thus be better prepared to defend their
own bUdget. The moderator for this exercise was Ms. Pal/ai.

DECEMBER 11, 1997

The second day of the workshop was focused on a new topic-budget work plans and
• monitoring.

Work Plans and Budget Monitoring

•

•

•

•

This presentation was made by Mr. Rosenberg, who discussed the importance and
purpose of a work plan and the process of creating it. Components of a general work plan are
a detailed list of: (1) revenues, (2) expenditures, and (3) other sources of funding and
responsibilities of the government. Creating a detailed work plan is a precondition to objective
performance measuring and also an excellent method of familiarizing the budgetary staff with the
institutions. A project work plan comprises of the following elements:

• Identifying work activities/tasks
• Identifying and quantifying desired outputs for each activity/task
• Determining and listing inputs (work hours, square meters of work required, contracts,

etc.) needed to attain the planned output
• Estimating unit prices.

Once the budget is adopted, monitoring the implemented budget and evaluating
intermediate results makes it possible to adjust programs and redirect resources as necessary.
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Applying this procedure minimizes overspending and waste. The process of monitoring involves:

• Reviewing the department capacity
• Reporting and reviewing programs
• Site visits and help

Mr. Rosenberg ended his presentation by analyzing two sample reports. The first was
on a pavement repair program under the transportation service, and the second was a
expenditure report for a police department.

Exercise III : Work Plan Formulation

This exercise was monitored by Mr. Rosenberg. Participants were first given an example
of a "typical" work plan to review, and then required to formulate work plans for three activities
(tree planting, street repairs, and trees maintenance) under environmental maintenance.

Guest Speaker

The guest speaker at the seminar was Mr. Ferenc Saly from the State Audit Agency
(STA). Mr. Saly stated that auditing by the State Audit Agency also serves the interests of local
governments because although old mistakes cannot be corrected, future ones can be prevented.
In some cases it is the local government that requests an audit, however, the capacity of the STA
staff is limited. It is a challenge for city notaries to continuously supervise compliance with the
law and improve regulations. STA's activities therefore result in helping local governments in
their internal auditing (for example: institutions or the Mayor's office). Local governments have
no options or recourse in case of objections to the results of an STA audit.

Mrs. Krajs6czki from the city of Szentes asked Mr Saly his opinion on local governments'
internal auditing. According to Mr. Saly, the internal aUditing by local governments is not very
good. He stressed that it would be importanUQ~reatacheck points in the-intemalauditing
process. The problem, though, is that auditors are usually treated in a hostile way. Internal
auditors tend to keep silent about irregularities they find because revealing them could endanger
themselves or their jobs. This situation could be ameliorated by strengthening their positions in
the office hierarchy and improving their reputation. Local governments should recognize the
importance of the work done by this staff.
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December 10. 1997

9.30 - 10.00 a.m.

10.00 -11.00 a.m.

11.00 - 12.30 p.m.

11.30 a.m.

12.30 - 1.00 p.m.

1.00 - 2.00 p.m.

2.00 - 3.00 p.m.

3.00 - 3.30 p.m.

3.30 - 5.30 p.m.

3.30 p.m.

530 p.m.

December 11. 1997

900 - II 00 a m

Agenda
MODERNIZING FINANCIAL MANAGEMENT
FOR HUNGARIAN LOCAL GOVERNMENTS

Decemher 10-11, 1997, Budapest
Hotel Ruhin, 1118 Budapest. Dayka Gahor u. 3

Registration

The Program Budgeting Process
Andrea ninko, Varoskutata
Erzsehet Kra/ovszkl, Sze11les

Exercise: Rating the Budget Document
Group Presentation and Critique
J(b.efHegedus and Andrea TonkO, Varoskutatas

Coffee served during Exercise

Assembling the Budget Document
.hJ=sefHegedus. Varoskutatas

Hosted Luncheon

Budget Presentations: Substance
.kJ=sefKeri, S=olnok
Philip Rosenberg. Urban Institute

Budget Presentations: Presentation Skills
Katalill Pallai, City ofBudapest

Role Playing Exercise: Budget Presentation to City Council
,Hoderator: Katalin Pallai, City of Budapest

Coffee served during Exercise

Adjourn and Reception

Work Plans and Budget Monitoring
Philip Rosenherg. Urhan 1l1Stitlite



II 00 - 11.15 a.ffi

111S-12ISp.m.

12.15 - 1.15 p.m.

1.15 - 2.15 p.m.

2.15 p.m.

Coffee Break

Exercise: Work Plan Formulation
Exercise: The Asphalt Paradox
Group Presentation and Critique
Philip Rosenberg, Urban Institute

Guest Speaker
Ferenc Sa!.v. State Auditing Office

Hosted Luncheon

Adjourn
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I. Mrs KotSIS
finance staff
Mayor's Office VI distnct

3. Tamas J KISS
educauonal staff
Mayor's Office VI wstnct

5. Ferenc L;izi
council member. head of the finance comlttee
Mayor's Office VI. wstnct

7. Istvanne Szepesl
group leader
Mayor's Office. Csongr.id

9. Ernko Elek Mrs. Tothpal
education staff
Mayor's Office. Eger

II. Istvan Tengelits
office manager
Mayor's Office. Gooollo

13 dr Gabnella DaVId Tothne
educauonal staff
Mayor's Office. H6drnezo\'asarhely Juhanna

15, Hodos Mrs. Vinczene
educatlOn expert
Mayor's Office. H6drnezovasarhely

17 Gyorgyne Kovacs
budget expert
Mayor's Office. Kecskemet

19. Mrs. Mana Szanyme Kovacs
finance officer
Mayor's Office. Nag)'karnzsa

21 Mrs. Toth Eva peczeh
finance staff
Mayor S Office. Na~ koros

23 Janosne Laluska

Ma~or's Office. Oroshaza

25 Ibolya Vegh
nota~

\1a\ or s Office, SLeg'o ar

27 Regma Jasztrapszk\ Mrs Meslaros

2. LaJos German
office manager
Mayor's Office VI. wstnct

4. Dr Manan Miklos
councIl member. alderman
Mayor's Office VI distnct

6 Eva Honnka
Mayor's Office. VI wstnct

8. Bardy Beatnx
Mayor's Office, Csongrad

10. Dr. Gyorgyne Heltatl
office manager
Mayor's Office. GOdollo

12, Edina KerclO
Mayor's Office. H6drnezovasarhely

14 Janosne LaJtos
budget group leader
Mayor's Office, Karcag

16. Katalin Pataki Mrs RIchter
budget group leader
Mayor's Office. Kecskemet

18. Mrs. GatszegI Gertrud Goronta~

finance officer
Mayor's Office, Na~kalllzsa

20. Ferencne Hollo
finance staff
Mayor's Office. Na~'koros

22 Mrs Haklik
Head of Fmanclal D<:partment
Mayor's Office. Orosh:ua

24 Mrs Kurth\
manager. municipal finance management
Mayor s Office, PuspokJadam

26 Mrs Gyomber
admllllstralOn group leader
Mayor s Office, Sleg'o ar

28 Varga Sandor



budget expert
Mayor's Office. Szckesfehcr"ar

29. Liptak Janos .
manager. techmcal department
Mayor's Office. Szentes

31. Gal Antal
manager. Family Help Center
Mayor's Office. Szentes

33 Imre Balogh
municipal officer
Mayors Office. Szentes

35. Peter Laszlo
Mayor's Office. Szolnok

37. Gezane Kodcs
TAKISZ. Szolnok

Advisors

39. Kathanne Mark
adVIsor. mUnicipal finance
The Urban InstItute. Bud.1pcst

41. Margaret M. Tabler
adnsor. mumclpal finance
The Urban lnstllute. Bud.1pcst

43.Zoltan Gyorgyi
Education Research Institute

45. Katalln Pallal
adnsor

47. Robert Kovacs
fellow
Metropolitan Research Institute

49 Zsolt Patakl
fello\\
Metropolitan Research lnstllute

manager. city management
Mayor's Office. S1.entes

30. Mana Szalontat Mrs. Lencsc
manager. social policy department
Mayor's Office. Szentes

32. Mrs Erzsebet Krajovszki
group leader
Mayor's Office. Szentes

34. Keri J6zsef
manager. finance department
Mayor's Office. Szolnok

36. Istvan Menyhart

Mayor's Office. Szolnok
38. Istvan Hagen

TAIaSZ. Szolnok

40. Philip Rosenberg
advisor. municipal finance
The Urban InstItute. USA

42. Dr. Ferenc Saly
State Audit Agency. Budapest

44. Mihaly Ladas
research fellow
MTA RKK. Gyori Reglonahs Kutat6. Gyor

46. J6zsef Hegedus
adVisor. municlpahtles
Metropolitan Research lnsutute

48. Andrea Tonk6
fellow
Metropolitan Research Insutute



•

•

•

•

•

•

•

•

•

•

•

SUDES
DECEMBER 1997

\1



The 1997 'Work Plan of the City of Szentes
for Preparing the Budget in Program Structure

PHASE I:

- define the program objective Mr Gal, Head of
Family Help Center

- develop sub-programs Mr Balogh, Senior
I Staff in Budget Group

-~

Activity

- n1eeting

- fran1e the strategic goal

Staff involved

Ms Lencse, Head of
Soc.Pol.Ggroup
Ms Lencse

Deadline Responsibilit
y

04.21.97 Ms
Krajs6czki

05.20.97 Ms
Krajs6czki
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PHASE II.
Assess current status, data acquisition

-~

- information from citizens
- a review the present system of
services

- develop the costs of services
(fact 95 and 96. plan for 97) by
fornlS of services
- develop the indicators to
in fluence the costs of setvices, set
up trends (number of errlployees,
logistical arrangements, :etc.)

I _ review the nUlnber of service
users (t~lct 95. 96. plan 97)

Mr Takacs, Dept.Head 06.20.97 Ms Lencse
Ms Szebelledi, Head
of Institution
Mr H6di finan. officer
Ms Kanfi finan.
Officer
Ms Kovacs finan.offic.
Mr Balogh 07.01.97 Ms Krajs6czki

Mr Balogh 07.01.97 Ms Krajs6czki

Ms Szebelledi 07.01.97 Ms Lencse
Ms Benko, head of



~

- review the utilisation rate of
institutions providing services

institution, Mr Gal
Mr Balogh 08.01.97 Ms Krajs6czki
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PHASE III.

• • • • •

~

- evaluate infonnation gathered Ms Lencse, Mr Balogh 08.15.97 Ms
MrGal Krajs6czki

- set priorities "Ms Lencse, Mr Balogh 09.30.97 Ms
MrGal Krajs6czki

- prepare the 1998 budget policy "Ms Lencse, Mr Balogh 09.30.97 Ms
MrGal Krajs6czki

- define service norms "Ms Lencse, Mr Balogh 09.30.97 Ms
MrGal Kr~js6czki

- develop alternatives, present '~Ms Lencse, Mr Balogh 09.30.97 Ms
investment opportunities MrGal Krajs6czki
- conlnlittee review '~Ms Lencse, Mr Balogh 10.31.97 Ms

Mr Gal Krajs6czki
- prepare 1998 budget, present "Ms Lencse, Mr Balogh 12.19.97 Ms
to council Mr Gal Krajs6czki



• STRATEGIC GOAL AND OBJECTIVES

• SOLUTIONS FOR ACHIEVING THESE
OBJECTIVES

• CRITERIA USED IN SELECTING

• SOLUTION RECOMMENDED

• PERFORMANCE MEASURES:
- INPUT MEASURES

- OUTPUT MEASURES

- EFFICIENCY MEASURES

• LEGAL BACKGROUND

LONG-TERM ANALYSIS

• CURRENT SERVICE LEVEL

• FUTURE NEEDS

• CAPACITIES, STATE OF
INFRASTRUCTURE

• CAPITAL IMPROVEMENT NEEDS

• POSSIBLE CHANGES IN THE
ORGANIZATION STRUCTURE

l;t--
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Guide for Governmental
Budgeting

(Based on D. StIachota "The best governmental budgeting" GFOA. 1994

• Policy overview

• Operating Detail

• Financial Summaries

• Organizational and Community Profiles

• Final Document

Policy Overview

• Budget priorities and goals

• State budget, economic and pol icy
assumptions

• Relate the budget to the past and the future
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Operating Details

• Department and program mission statement

• Performance measures (effectiveness,
efficiency, demand, workload)

• Financial data

• Organizational structure

Financial Summaries

• Revenues and expenditures

• Revenue sources analyses

• Capital budgeting

• Debt summary and analyses

• Other funds and off-budget resources
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Organizational and Community
Profile I.

• Organizational chart -- tips
- page reference in the detailed document

- functions and programs under organizational
units

- staffing, and other budget information

- design (colours, forms, etc)

Organizational and Community
Profile II.

• Options for key materials describing the
community
- historical infonnation

- political background (governance)

- population, social and demographic
information, employment

- infrastucture, housing

- map, chart, photo



Final Document -- purpose

• Integrate diverse, competing proposals

• Encourage debate over budgetary issues

• Accurate and clear communication

Final Document -- tips

• Table of contents (index, lists)

• Glossary

• Graphs and other visuals

• Cover design

• Users guide
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BUDGET PRESENTATIONS:
SUBSTANCE

• SUBSTANTIVE KNOWLEDGE OF THE
SUBJECT

• THINK IN TERMS OF FORMAT &
CONTENT

• DEVELOP DIAGNOSTIC/ANALYTIC
STATEMENTS & BACKGROUND
PAPERS

• HOLD ORIENTATION SESSIONS FOR
COUNCIL MEMBERS

BUDGET PRESENTATIONS:
SUBSTANCE

• ORGANIZE AND PRESENT BUDGET
DATA
- TOPIC SELECTION & EMPHASIS

- RELATE TO FISCAL POLICY

- INTERPRET NUMERICAL DATA

- REVIEW CURRENT FY PERFORMANCE

- PRESENT SERVICE LEVELS & RELATED
COSTS

~1



BUDGET PRESENTATIONS:
SUBSTANCE

• ORGANIZE & PRESENT BUDGET
DATA
- DISCUSS ALTERNATIVES CONSIDERED

- ISOLATE LEADING ISSUES

- IDENTIFY UNCONTROLLABLE ITEMS

- IDENTIFY WEAKNESSES
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Presentation on How to Present

"The brain is a wonderful thing.

It starts working at birth and keeps working
right up to the moment when one stands up

to make a public speech."

Presentation on How to Present

Communication
Message

•

•

•

Addressor

Feedback

- .. ,

Addressee



Presentation on How to Present

Success =
Knowledge

+
Preparation

+
Execution: the Presentation

Presentation on How to Present

Content

Structure

Form
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Presentation on How to Present

- Analysis

- Defining the Content

- Structuring the Message

- Identifying and Developing Necessary Tools

- Finalizing and Checking

Presentation on How to Present

Parts of the Presentation
Introduction: Tell What You Are Going to

Say

Discussion: Tell What You Want to Tell

Conclusion: Tell What You Have Just Told

31



Presentation on How to Present

Parts of the Presentation
Introduction: Connect to Prior Information

Goal, Motivation, Draft

Discussion: Elaboration, Involving the
Audience, Reinforcement

Conclusion: Connect to Next Information

Presentation on How to Present

TOOLS Words

Body Language

Technology, Auxiliary Tools
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Presentation on How to Present

Purpose of Auxiliary Materials

- Make Understanding Faster

- Winning and Keeping Attention

- Focusing on Fundamentals

- Providing More Accurate Information

- Reminder

Presentation on How to Present

Auxiliary Materials Relate to the Topic

Simple, Comprehensible

Legible

Accurate

Colourful

Easy to Handle



Presentation on How to Present

Transparencies Title: Minimum 36

Text: Minimum 24

Double Spacing

Maximum 6 or 7 Lines

Max. 5 Min./Sheet

Borders and Colours

Presentation on How to Present

The Good Presenter is Friendly

Objective

Credible

Understanding

Easy to Understand

Ii
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Presentation on How to Present

Personality - Self Confidence

- Courage

- Faith

- Sobriety

- Self Restraint

- Style

Presentation on How to Present

Basic Presentation Techniques

Concentration

Simplification

Structuring

Dramatizing

Personalizing, Impersonalizing
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FORMULATING A GENERAL
WORK PLAN

• REVENUES
- TIrv1E TABLE FOR RECEIPT OF OWN

SOURCE REVENUE, BY TYPE
- TIME TABLE FOR RECEIPT OF

TRANSFERS, BY TYPE

• EXPENDITURES
- TIME TABLE FOR EXPENDITURES, BY

TYPE

• OTHER???

PLANNED CASH
FLOW ANALYSIS

JAN FEB MAR DEC

REVENUE.

EXPENDITURE

BALANCE
(+ OR-) I



CASH FLOW ANALYSIS

JANUARY JANUARY DEVIATIONi
PLAN ACTUAL (+ OR-)

REVENUE:

EXPENDITURE:

BALANCE
(+ OR-)

FORMULATING A PROJECT
WORK PLAN

• IDENTIFY WORK ACTIVITIESffASKS

• IDENTIFY AND QUANTIFY DESIRED
OUTPUTS FOR EACH ACTIVITYffASK

• DETERMINE AND LIST INPUTS
(WORK HOURS, SQ. METERS, KILOS,
CONTRACTS. ETC.) NEEDED TO
ATTAIN PLANNED OUTPUT

• ESTIMATE UNIT PRICES



•

•

•

•

•

•

•

FORMULATING A PROJECT
WORK PLAN

• MULTIPLY UNIT PRICE BY REQUIRED
INPUTS

• DETERMINE TOTAL COST
• DETERMINE COST PER UNIT OF OUTPUT
• DETERMINE OUTPUT PER WORK HOUR
• COMPARE TO PAST AND CURRENT

TRENDS
• DEVELOP MILESTONES

COMPARING UNIT
- l\1EASURES

UNIT DESIRED I

MEASURES TREND I
X COST PER UNIT OF OUTPUT DOWN
Y

"-l.Y
.\ COST.) OllPl, Ol,CO:\1l: nu' \C r L' \\ {l!U

1101 'RS D.\YS. WEEJ,:~.ETC

•

•

y
X
Z.
y
y
Z

OUTPUT UNITS
PER COST

STAFF TIME PER UNIT OF
OUTPUT

UNITS OF OUTPUT PER
STAFFTIMr

IJP

OO\l,'N

UP

•

•

BESTAVAILABLE COpy
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COMPARING UNIT
MEASURES

TIME SERIES

UNIT COST VARIANCE

LAST YEAR'S ACTUAL 900

+100

CURRENT YEAR'S LOOO
REVISED ESTIMATE

-50

NEXT YEAR'S TARGET 950

COMPARING UNIT
MEASURES

STANDARD

OUTPUT PER VARIANCE
HOUR

LAST YEAR"S 100
BUDGET

+100

- -----
CURRENT YEAR'S 110

REVISED ESTI:vtATE



•

•

•

•

•

•

COMPARING UNIT
MEASURES

MARKET PRICES

ALTERNATlVES COST PROGRAM VARIANCE
A

COMPANY X 900

COMPANYY 1,000

COMPANYZ 1,100

AVERAGE 1,000 1,200 +200

Compare ''Costs''/Benefits of AlternatIve Approaches

• MARGINAL PRODUCTIVITY

X= INPUT Y=OUTPUTI
OUTCOME

• 80% OF CURRENT YEAR NUMBER
ESTIMATE

----
100% OF CURRENT NUMBER
YEAR ESTlfVlATE

---

• 1200
(, OF CURRENT NUMBER

YEAR ESTIMATE

•
BEST AVAILABLE copy

• ,.
~



MARGINAL PRODUCTIVITY

INPUT COST X Y
TOTAL OUTPUT

ALTERNATIVE A n ft NUMBER

ALTERNATIVE B ft ft NUMBER

ALTERNATIVE C ft ft NUMBER

""\

t
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RELA1'[ONSI-IiP OF MONITORING l'O OTI-IER MANAGEMEN1'
FlJNC1'IONS

[,0 CAL
GOVERNMENT

__~I ADMINISTRATIVE
HEQ1IIREMENT
• ('tmlcllt
• Process

l~..IunUll~ I

BESTAVAILABLE COpy

--r

x
ACCOUNTING
• Rate of Expcnclliure
• Budgetnay Control

MONIT(>HING
• Proccssin~

• Efficiency
• Adlllin;s" alulIl

UATION

-~

~r-:

PROGRA~1 BUDGETING
PI.ANNING • Cost
• Needs • Objectives
• OhJccllves .. • Projects

t-

• PloJl:cls

JI'

'----

PERrORMANCE ~VAL
• Effectiveness

- - • 11IIpacl~
~



•

•

•

•

•

•

•

•

•

•

•

BUDGET MONITORING

• FORMAL PERFORMANCE REVIEW

• ORAL, WRITTEN AND VISUAL
PRESENTATIONS

• COMMITTEE REVIEW

• REVIEW COVERS: PAST, CURRENT,
FUTURE

• ALLOW TIME FOR CORRECTIVE
ACTION

ADMINISTRATION AND
EXECUTION

• CONSTANT REVIEW
- DEPARTMENT/INSTITUTION

- EXECUTIVE

- LEGISLATIVE

• BUDGET CONTROL AND
ACCOUNTING
- FUNDS AND ACCOUNTS

- BUDGETARY APPROPRIATIONS

- ALLOTMENTS

BEST AVAILABLE COpy



~

THE MONITtJRING PROCl~SS

DEPARTlVfENTI REP~)RTING & F'IELD VISITATION &
CONTI~ACTOR REPROGRAlVlMING ASSISTANCE

CAl>ACITY/SYSTEMS ,
,

I

REVIEW ADMINISTRATIVE REVIEW REPORTS fOR PR~)VIDETEO-INICAL
CAPAOTY ACCOMPLISHMENTS OF: ASSISTANCE BY FJELD
• PEUSONNELISKILLS • TARGETS' VISITAnON TO:
• EQUII)MENT • MILESTONES • CORRECT DEFICIENCIES
• PAST PERFORMANCE • RATES OI~:EXI'ENDITURE • OBSERVE ACTIONS
• ACCOUNTING SYSTEMS • CONTRACT COMPLIANCE • REVIEW PROGRESS
• PURCHASING • CONl:OR~[ANCE TO LAW
• ASSET MANAGEMENT

I

PROVIDE INPUT TO CONDUCT UNITED REVIEWS TO
INCORI)ORATE REQUIREMENTS MANAGEMENT DECISION TO TEST COMPLIANCE WITH
WITHIN CONTRACT OR ADJUST nUDGETI OUTCOMESI MANAGEMENT AND
PERFOUMANCE AGREEMENT STRATEGY PERFORMANCE ISSUES



•

•

•

•

•

•

•

•

•

•

•

REPORTS AND EVALUATION

• ACCOUNTING AND FINANCIAL
REPORTS

- CLASSIFICATION OF FUNDS

- REPORTS BY FUND OR ACCOUNT
• APPROPRIAnON

• EXPENDITURES

• UNENCUMBERED BALANCE

• OTHERS REQUIRED BY LAW

REPORTS AND EVALUATION

• MANAGEMENT REPORTS
- FINANCIAL AND STATISTICAL DATA

• ACTUAL VS ESTIMATE

• PERCENTAGES

• COMPARATIVE AND HISTORICAL DATA

• RATIOS
• RELATIONAL TO DEMOGRAPHIC DATA

• TRENDS

BEST AVAILABLE COpy



REPORTS AND EVALUATION

• MANAGEMENT REPORTS
-PERFORMANCEMlliASUREMlliNT

- PROGRAM ACHIEVEMENT AND STATUS

- EXCEPTION REPORTING

- MANAGEMENT ANALYSIS

- SPECIAL REPORTS

- PUBLIC VS. INTERNAL REPORTS

REPORTS AND EVALUATION

• REPORTING HIERARCHY AND
STRUCTURE
- OPERATING AND WORKING REPORTS

• DETAIL

- MANAGEMENT REPORTS

• SUMMARY

- DISTRIBUTION
• WHO GETS WHAT WHEN')



•

•

•

•

•

•

•

•

•

•

•

REPORTS AND EVALUATION

• REPORT FREQUENCY
- DAILY

- WEEKLY

- MONTHLY

- PERIOD

- QUARTERLY

- SEMIANNUALLY

-ANNUALLY

- AS NEEDED

REPORTS AND EVALUATION

• REPORTING EVALUATION AND
ACTION

- WHAT DOES THE REPORT TELL ME?

- SHOULD ANY ACTION BE TAKEN?

- WHO HAS THE REPONSIBILITY?

- MAKE BUDGETARY ADJUSTMENTS.
PROGRAM DECISIONS, ETC.

BEST AVAILABLE COpy



SAMPLE REPORT

SERVICE: TRANSPORTATION
PROGRAM: PAVEMENT REPAIR
OBJECTIVE: Improve quality by repairing and paving 15% of the City's streets.
Increase citizen satisfaction by 20%.

INDICATORS OF PERFORMA~CE<ft in 000)

INPUT 96 PLAN ACTUAL
ACTUAL QTR QTR

DEMAND
Lane Km of Paved Streets 638 638 638
Citizen Requests 180 46 40 +
Km of Sidewalk 313 313 313
Km of Curb 211 211 211
WORK LOAD
Hours Rep airing Streets 23,799 4,633 5,100 -
Tons of Asphalt Used 7,380 1,907 2,100 -
Km of Cracks Sealed 16 0 0
PRODUCTIVITY
Cost Per Ton of Asphalt 32 £t 52 ft 62 ft

Applied
Cost Per Km of Cracks 200 ft 0 0

Sealed
EFFECTIVENESS
% Change in Citizen -10% 1-1':':'- .. ~~/O +

Complaints

EXPE~DITURES <it in 000)

96 PLAN i~CTuAL

ACTUAL QTR QTR
PERSONNEL 62,500 14,375 15,800 -
OPER.A.TING COSTS 26,000 7,000 13,780 -
C.A.PIT.~L GUTtA.Y 98,000 9,800 12,300 -

\ ,T,Q,TAL 186,500 31,175 41,880



• • • •

)

• • •

)

• • • •

BESTAIIAllABLe COpy

lleport of Expenditures
Against (~u~rterlyPlan

(000)"

-
t 2 3 4 5 6 7

Over % UNEXPENDED %DEPARTMENT: Pollco ANNUAL PLANNED TIIROUGIt ACTUAL (UtHlERl OVEn BALANCE OF BUOGET
UUDGET 1ST OTn. PlAU (UUDF.R) TOTAl UUOGET EXPEUDED

Se,vjc6~:

Patrol 600 137 124 (1 J) (9) 476 21.7

Community Servlcll :WO 100 105 5 5 05 52.5
------~--------- -- --. -- ---~ --- -- --Tolal liOO 2:17 2:.?!l (I}) (4) 5/1 :.?U n

.
DEPARTMENT: PulJllc Works Column :1

III inmj
ColullIn ~

Survlce=-:

----- ._------ !) --9 !)-!) 9-t1 9-9 O-!l 9--9 9-9----------_. ---
-~-. ------- 9-9 9-9 9-9 9-9 9---1) 9-9 9-9

..----- --- -- --~ -- --- ---- --- - -- . --- -- --lalal ~J --9 9--U 9-!l O-!J 9-<) 9-9 9--9

~
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EXA:\IPLE AJ.l

RECREATION

DEPARTMENT BUDGET NARRATIVE

The Rec::-ea't.ion Department directs and coordinates a wide
var~e~y of rec::-eational activities in the city. The department
ope~ates and maintains 15 playi~g fields, neighborhood playgrounds,
tennis courts and tHO major parks. Additionally, the department is
res=onsible for the maintenance and uckeeo of thirteen boulevard
areas, tHO ce~ete~ies and the sidewalks and grounds of City
bui:dings .

The ~ecreat:ion Department provides support for Gar1en Clubs as
we:: as bei~g ::-es~onsible for removi~g dead trees, t~imming limbs
and bushes at co::-~ers, picking up litter and dead animals in the
st:::-set .

~he Rec::-eation Department sponsors dances, organized sports
leagues and provides a summer rec::-eational program opportunity for
chi:d~en.

~994 BUDGET HIGHLIGHTS

As Proposed

$:7,915 or 2.45% increase is attributable to personnel costs,
supp~ies and ma't.e~ials.

As .4dopted

Proposed budget was reduced by $13,000 .

BEST AVAILABLE copy

..,.,.....



EXr\\tPLE ..\3.2

OBJECTlVES FOR COMING YEAR

• Establish a quarterly newsletter to update staff on new prOcedures. required training and other pertinent
Information.

• Develop and Implement a fire safety coloring book and poster awards program for all of the special
educaUon and kindergarten through fifth grade school classes In County.

• Build a traUer-mounted safety E.D.I.T.H. (exit drUI in the home) house for use in the schools and community
education programs.

.. Conduct 500 fire and safety Inspections a motels. hotels. and apartment buUdlngs.

• Prepare and present eight community awareness campaigns on seasonal topics and special hazards
Including Child Drowning Prevention, Firewori<s Safety and Christmas Holiday Safety.

• Arrive at 90% at all alarms within 3 minutes from time of dispatch by the Communications Centsr and
respond to alarms in a sate manner.

BUDGET HIGHUGHTS

The FY 1991-92 budget for FIre Services increases by 7% 0'I9f estimated FY 1990-91 expenditures. This
Increase Is due primarily to the unfreezing of several positions throughout the department as well as a cost-ot
living salary adjustment and substantial benefit adjustments for all staff. Also. services and supplies increase
by $73.401 because of higher fuel and medical prices and vehicle capital recovery costs. Funds budgetec in
capital outlay will allow Fire Services to improve its advanced life support/cardiac services by purchasing fIVe
Life Pac 10-Cardiac Monitor/Defibrillators with Pacemakers (four replacements and one new addtt!on). Fire
Services w~, also purchase refrigerant and antifreeze recovery and recycling systems. No new positions are
added for FY , 991-92.

FIRE DEPARTMENT
EMS'" AND FIRE RESPONSES

25,000 -

20,000 -

15,COO -

24332
2317~* -------.}3211. '* 22104 '*

'~73~ 20821: ~ 20903:
c: * !.: i i

1722:"---- 17778. i·:
*~ ,: :

10,COO -

5,COO -

1990

23C8

1989

2228·

1988

2351

• FiRE .= E~1S -.;+- TCTAL

1986
o

23
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EXA.'1PLE AJ.3

FY 1993

PERFORMANCE
GOALS AND OBJECTIVES

GOAL 1: CO:--.--n::-.1JE TO COl\."DlJCT A.'" EFFECTIVE L~SPECT10~ OF ALL CO:-'fMERClAL
PROPERTY \"'1THL'1 THE FIRE DISTRICT. THIS ACTIVITY I~CLL1JESXEW
L':SPECTIO:--:S. REL':SPECTIO:--:S, PL~~S REVIEW, VIOL\.TIO:--:S ISSL"ED A.'-t"'D VIOLA·
TIO:--:S CORRECTED.

•
ObjeC'tl \'e 1: To utilize the new firept'eventi.:'n design-software to enhance ins~on legs, scheduling

and \iolanon tracking.

To develop a base via the r,"·.·.. software to allow a time duration for each normal
msp~c::lOr,: less travel om".

To Increase the number of mspn-nons performed by Assistant Fire ~farshalsby 5<:1, in FY
1993.

•

•

•

Performance Measures

Demand \feasures
~umber of CommerCIal UnIts
to ln$pt.'Ct

Effioencv \h~asure

:\"',Jm~r of mspectlOns per
m5Fec:or

Effenweness \1easure
WorKload divided by demand

\\'C'rkload \1easure
~umber of commerCial units
inspected

Actuel
FY 1991

4,950

561

.453

Estimcted
FY 1992

5,000

768

.615

3,Oi3

Projected
FY 1993

5,300

050;-

.609

3 ... .,7
,-'

•

•

•

GOAL:: TR.-li'J ALL PERSOr-..~'"EL r:-i THE PROPER OPER.-\TIO~ .~"'"D :-'iAC'-TE:-':A.~CE OF
BfERGE.'jCY TOOLS A.''D EQLTI'ME'-T (LADDERS, :--;OZZLES, Hl..:RST TOOLS,
PROTECTIVE BREATHI::--:G APPARAITS, ETC.) I?' ORDER TO E.~"D THEIR UFE
CYCLE .~'"D RED1:CE REPAIR .~'1) REPL\.CE.\.fE'-T COSTS.

Ot-'c-:::"e 1: Develop Standard Operanng Procedures for the operanon and use at ail emersency ~oois

and ~U1pment pnor to Dec::mb€r 199Z.

Obec1\e Z: Estabhsh a schedule that proVldes regular .:learung and maintenance for J.11 emergency
tools and equipment pnor to January 1993.

BEST AVAILABLE COpy



BLc coPt
BEST AVAILA

EXA\IPLE AJ.3 (cont'd)

GOAL 3: PREPARE FOR A.,.,. I~SL"RA.,,"CE SERVICES OFFICE (ISO) CO~L\fERCIAL RISK
SERvlCES, r-:c. r-:SPECI10N. TInS ACTIVITY INeLLTIES A ffiGHER LE\.-U OF FIRE
TR.\C"":-';G, FLOWI~GOF FIRE HYD RA.'\TS. COM:PLETIO~OF QUICK ACCESS PLA.....S
A:'-.TI PL1\CHASE OF ADDITIO:--:AL EQLlP~1E:'-.'TFOR E~fERGE.,,"CY .....'"EHJCLES.

Objec~ ';e 1:

Objecn';e 2:

To ilow 1500 hydrants during FY :~93.

Pu.chase and equip apparatus v.-:t.': ISO-required tools and appliances prior to May 1993.

GOAL 4: DEVELOP A CO~fPREHE""'SIVE CO~fP..:-''Y OFFICER TR-\D.'"'I..'."G PROGR..-\..\.f THAT
\VTLL PROVIDE DIRECT ACCOL~lAJ:HLITY ASD RESPO~SfBILITIES FOR ALL
LIE1..1E.,,".~"'TS ~ ORDER TO ~1EET THE FIRE DEPARnfE':TS REQL'"'IRE:'fE~'TSOF
THE ISO CL\SS 3 RA TT:'\"G.

Obiecn \'e 3:

To pro<;lde an accC'~:1:.Jbl!ity doc:..:-:-.entation process that clearly Idencfies t:-.e company
oificers' (Li~uten;ints)mordl!y rra:;-..::-.; responslbiiit:es for ISO prior ~o :--:o\'e:1iber 1. 1992.

To pro\-1de a scnes of monthly ~.::;;-;:ng packets t..'""Iat will outline trainir.~ :ueas to be
covered each month by the comp:-.:, officer with assigned personnel; pro:;-~ tra:rJng
section by :-..io\'em~r 1992. \vith f'..::l implementation Fnor to Janu.J....·y 1993

To mcrease company-level training to a minimum of 14 hours per person ?,=r month in
iire-rela ted subjects that meet ISO Cass 3 rating requIrements prior to Fet'r..:ary 1993.

GOAL ;: TO B.-ValVE ALL FIRE DEPARnfE~'T E\.1PLOYEES N
r.-."TTI....\TIVE.

A.P.P.L.E_

To ?ro\1de the support materials. ::raining and encouragement necessary to stimulate
employ~ involvement in the A.P.?.L.E. quality improvement inItiative.

To pro\-1de all empioy~s contir.t..:::;us training in t.~e teols and methc':s of qualtty
improvement and in rro\1limg qua::ty ser\1CeS to the Clti:en/customer of the community.

Tv ensure that A.P.P.L.E. core representltives from the Fire Depart'nent are ded:cated,
Interested and enthusiast':c in contnumg the A.P.P.L.E. irutIative.

BESTAVA~ABLECOPY
< < ••~ - '......

.,-;:,



•

•

•

EXA\fPLE A..t 1

June la, 2.991

"fembers
and Citizens of

Board of Education

•

•

•

•

•

•

•

•

The budget document of any organization reflects the
philosophy, goals and operational priorities ~hich are
value~. We believe our philosophy of continuous
progress for students is accomplished because our Boarj
of Education and ad~inistra~ion have focused o~r

reso~rces in the area of perso~nel. Our cornn~t~ent to
recruitmen~, selec~ion and ongoing staff development of
qua 1 i '=-1' people has paid tremer.~ous dividends fer t:'e
district as re:le~ted in our accomplishments evide~ced

else~~ere in this document.

Even with the re:atively low per pupil expenditure
docu~ented in this report, our staff has provided an
educa t ional pr::>gram that continues to be nat ion., 11y
recognized for both its quality and uniqueness. The
flex:ble and creative efforts of our staff are keys to
continued success of City Schools.

In addition to staffing our focus on the cornprehens:ve
planning involved in this 1991-92 budget has been
helpf~l to our leadership tea~. As an example, earlier
this year, we were victimized by an arsonist resulting
in the loss of cur entire high school for
approx ima tely three months.. During that time period,
beca~se of our financial proj ect ions, we were better
able to plan for the immediate and long term needs of
our students. The budget and financial planning
process have also been helpfUl in assisting the
citizens' Financial Advisory Co~~ittee to project the
capital needs of the iistrict we:l into the future.

As th~s budget clearly de~onstrates, there is a need to
addr~s5 both pr::>jected operating d8ficits and facility
imorc'/9::lents. We w' ill be tetter able to prov i.de a
rationale to our co~stit~encies as ~e com~unicate ~hese
needs .

BEST AVAILABLE COpy

., ..
• 1



EX.-\:\lPLE ..\.4.1 (cont'd)

At the 1991 National School Boards conve~~ion our Beard
presented a "Share the Success" Seminar to over 600
par'::icipant.s. The title of our se:.lina:- '",as ItBuildir-.g
Credibility and Accountability Thro~;h Long-Range
Planning. " The process which we used ~o build this
report and the other long~range planning documents the
district develops is vital. Our Board is equally proud
of the adninis'::rative clerical staff whic~ has assis'::ed
throughout this process .

.~
···, ..l't:· r

18
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EXA~fPLE A~.2

June J, 1991

Members of the City Council
and Citizens of the Ci~y of

Submitted herewith for your consideration is the adm~nistration's

recommended budget for all funds of the Ci~y gove~~m8nt for the fiscal
year ending June JO, 1992. Many months of work were spent compiling the
bUdget and the result of this effort provided t~e basis for the
c pila~':"on of this b~c:;et, which, in its abbre'Jiated form clearly
i. ..~icates the probable costs of the various programs, policies and
projects to be ca~ried fc~~h by the Ci~y over th~ !lscal year 1991-92.

Our basic aPFr~ach in prepa~ing this budget ~as to insure the
continuation of the scope and level of traditional services and
functions. This has proved to be a challenge when the overriding fact in
prepa~ing the entire budget Nas that revenues have remdin~d rather flat,
....h~le many fixed costs continue to increase beyond our control. To
address this situation a goal has been established, in the coming fiscal
year, to further develop the existing bUdgetary and financial policies
t~a city currently has in place. We bel~eve by concen~rating on this
effort now, rather than waiting t~o or three years unt~l the only options
a'/ailable are ext~eme, we ..... ill improve and strengthen our comr.tunity
~:~~e~ than de~=ac~ from i~.

BUdget Highlights

•

•

•

•

ii

•
•

•
•
•
•

Develop a needs assess~ent of capit~l i~~rcv=ment projects and
consijer alternatives to fund capit~l ~~e~s. Special attention
should be made to developing a sid,=y.., .X_:-e?lacernent progr-am.
Inves~igate al ternatives that pr'-"'~C:e an adequata capital
reser·....e and f:.md ca lance OVE!' t~1e:- ;1ext five years for the
water fund.
Imple~ent new pre-employment physical for be~ter evaluation.
Hire a consultant to review police cc~.unications system and
recomr.end improvern~nt ~rc;~~~. Obt3~n u SC% ~~ant from S~~ to
replace communic3ti~ns equipment.
Investigate the pcssibili~y of a compos~ fac~lity .
Contin~e .....ork co i~proJ~ the appearanc~ vi ~~~ c~~~unity.

Employee benef~~s and salaries ~aintd~~aQ at competitive
levels.
ContLnue to purs~e an active Economic D~ve:~~ment program.

•• :9



BEST AVAILABLE COpy

EX.-\:\IPLE .-\·402 (cont'd)

• Replace needed capital ite~s through a co~binaticn of lease
purchasing and reducticn ~n ft:nd balance as found in the
capital improvement section of this document on pages 141-144.

• Continue a high level of infrastructure i~provenents to the
streets, water and se~er systems.

GENERAL FUND

Cl:anges in the General :und inclu:::e: Economic Development costs have
been separated from Administration a~d City Council to clearly identify
those costs associated with econo~~c development efforts; handguns will
be purchased for police officers to elixir-ate the requiremen~ that each
officer provide his/her own; a bur~ roo~ and flammable liquids burn pit
~ill be constructed to improve fire training; a compost facility will be
investlgated and ~ay be sited to deal with the upconing prohibition on
:a~dfi:ling yard wastes; and tl:e purchase of ~owing equipment to
adequa:ely maintain the increased park system.

S?ECIAL ~7EYUE FUNDS

Wa~er lines will be extended in t~e Tax Increment Financing District.
':'::e ne''''' extensions "ill loop existing \...ater lines. This ·.... ill provide
grea:er reliabili:y, pressure, flo" and fire protection.

C.~IT.~ I~PROVE~ENT ~ND

?assage by voters of the Ci:y's transportation sales tax last Novem=er
"i:l continue the program through 1997. This allows us to complete many
c"/e!"lay and street reconst!"uction proj e-=ts. Included in this year I s
~rog!"a~ is one mile of Osteopathy Street reconstruc:icn, construction of
Cottage Grove bet~een Harrison and Illino~s and approximately $445,000 in
overlay, concrete and seal coat ~roj~ct;.

E~tero~ise ~J~d Highlights

• Investigate alternatives in the wate!" fund that will provide an
adequate capital reserve and fund balance over the next five
years.

• Develop a mUlti-year sewer extension program.
• No change in sewer rates.
• Adopt and implement a new pricing and discount policy :or t~e

Airport.

Seve:-a: ::1ajor projects are sctec.u!.ed in tl":e Wa:er :und. Of :::cs':
~:::For":~nce 15 major re?airs to t~e :orest La~e Da::1 as required by -:he
:eFa!"":::1ent of Natur3.l. Resou!"ces. The C::"ty 15 seeking a Ccm:nur.:'::y
:e~e:oF:::ent Bloc~ G=3~t of $:59,000 and wi:l use its $300,000 C~?it3:

=ese:-ve :ur.d to :::atch :~e gr3n:. Other major proje-=ts inc~ude pa:'nt:'~g

~: t~e ncr":h and south "a::e:- :o~ers ~nd the Ostec~athy Street ~a:er l~ne

=ep!.ace::1ent to coi~cide ~ith the strzet project.

Juring ?Y 1990-91 the C:ty refu~c.ed thE 1955 Sewer Revenue 3c~c.s ~h:'~h

3i.gnificantly reduced interest costs and made $200,000 avail-able for
se·....er infrastructure projects. A goal to develop a multi-yea.:- sewer

~.. ~ : .~ ',.

30
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EXA.\IPLE A4.2 (cont'd)

•

•

extension program to expand sanitary sewer to non-sewered areas of
has been established. Additionally, due to the reduced debt

service payments, it is projected that current sewer rates will be
adequate for the next five years.

A new pricing and discount policy will be implemented starting July 1st.
The plan outlays measures that should increase the cash flow position of
our airport.

other Highlights

other general highlights include: continued investigation into the
construction of a shell building for economic development; inspections
for asbestos will be made in all City-owned buildings to comply ·",ith
state and Federal laws; implementation of fleet management software in
t' Central Garage.

Personnel Highlights

•

•

•

•
•
•

-8

•

Staffing levels will re~ain the same as the previous year.
Health insurance increased 17% and dental 4%.
No cost of living increase is budgeted for FY :9ql-92.
Better distribution of worker compensation cc.;;,t'.:i.
Further refinement on personnel postion contIol policy, which
can be found on page 7 section V.

A majority of the bUdget represents personnel costs. This is not unu~ual

since local government is primarily a service organization. Personnel
increases are only due to merit advancement. Approximately 50% of the
city e~ployees are eligible for ~erit increases in FY 199:-92.

• Both health and dental insurance prem~~!s inc~eased fer the FY 1991-92
:rear, which is not surprising cor:sidsring the continual heal-:h care
crisis. In an attempt to keep the cost down to both the City and the
e1 loyee who purchases dependenc coverage, a variety of cost containmen~

features were reviewed and ultimately some were selected which resulted
in a net increase over last year of $50,335 compared to the proposed

• $70,692.

•

•

•

Workers Compensa~ion insurance costs have been distributed to each
department on the basis of generally accepted insurance industry ratings
allowir:g for a more fair and e~Jitable distribution of these costs to the
use departments.

In the policy area, the Personnel Policy has been Clearly def':'ned
regarding the ajdition of regular f~ll-tirne and part-time positions.

FINANCIAL POSITION

F:"om a quick look at the ending balances of the "Proposed Combined
SU::l.'11arv of Revenues, Expendi t'Jres and Fund Balances" table ·...hich can be
found ·on page 15, it ·...ould appear that is in fairly goed
shape. The General Fund ends the year ~ith a total of $861,979. However,
we plan to start the fiscal year with $1,165,289. It is apparent that ~e

Jf3EST AVAILABLE COpy
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EXA\tPLE A4.2 (cont'd)

are using $275,310 in reserves to operate the general fund during the
next year. As previously stated our revenues are relatively flat while
our expenses have continued to increase. Measures must be taken to stop
the e~osion of the General Fu~d balance in future years. We are also
using $300,000 in water reserves to fund the Forest Lake Dam project as
previously related. Cities across America will find the 1990's to be
significantly different from the 1980's and rebuilding these reserves
will not be as easy, and will find it no different.
Therefore, during the coming year continual refinement of our bUdgetary
and fiscal policy is imperative. For the past two years we have been
addressing policy during the budget s~ssions. This year we continued to
refine the reserve fund policy, the personnel position control policy and
the contingent appropriation policy, which can be found in the budget
polices section of this document. In all probability we will need to
begin bUdgetary and financial policy refinement soon after the fiscal
year begins.

, like most corr..'lUnities and businesses in this oountry is
certainly not in a position to fu~d all 0: its wants, nor is the city in
a position to fund all of its needs. However, we are continually working
to identify and prioritize these needs, and those needs which have not
been funded are these which are considered beyond the priority need of
~aintaining a stable tax structure. Simply put, the City of
is co~tinually ;.,ro:-king to addl:ess the needs of the city. The City is not
in a position to repair or replace everything at once, but this does not
re~resent procrastination or disregard for these needs. As one l00ks at
the goals and objectives there are substantial improvements which have
benefitted from a gradual, yet direct, address of problems.

Conclusion

To ins~re that the goals of the Council are achieved, close monitoring
through bi~onthly sta:: meetings, newsletters to Council and hands on
~anage~ent will allow us to keep on top of things.

! a~ pleased to recommend the budget for your consideration and adoption.
I wish to thank the staff members for their thoughtfulness and diligence
in preparing this budget. I especially wish to thank ,
Fi~ance Director, for her thoreugh coordination and compilation of this
bUdget.

~espectf~lly submitted,
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EX.-\.\lPLE C1.l

, 991-92 Annual Budget

FUND: GENERAL
DEPARTMENT: PARK MAINTENANCE

DEPARTMENT ACTIVITIES AND SERVICE LEVEL DESCRIPTION:

This activity accounts for the operation and maintenance of the four City parks.

The Park Maintenance Department is funded primarily ~rom park dedication fees, lease
income and misce!!aneous revenues.

Personr:el levels ;i,c~eased slightly over the previo~s years With the c~eation of a
regular, part-time maintenance position. Personnel expenditures ,ncreased slightly due
to cost of living increases, as well as the increased fringe ber:e~it costs.

In order to qualify as a Tree City, U.S.A., the City must provide services and make
purchases equal to $2 per capita each year for the care of :rees ...... i;:hin the City.
Some of the tree care services are donated by interested c:tizens, merchants and
others.

Capi~al requests are for playground equipment.
-----------------------------------------------------------------------------------.---_.---------------------------
STAFi=ING LEVELS:

Position Title 1988-89 1989-90 ~ 990-91 1991-92

Public Works Director/Building Offic:al 0.08 0.08 0.08 0.08
Parks Maintenance Worker 0.00 0.00 0.69 0.69

TOTAL 0.08 0.08 0.77 0.77
~-----------------._----------------------~-------------------------.----------------_.._---------------------------

•

•

•

INDICATORS:

Ac~es of parks ma:ntained
Concerts scheduled
Yard of ~~e Month awards issued

1990-91
12.5

4
7

BEST AVAILABLE COPY
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1991-92
12.5

1
7
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EXA~1PLE C2.2

DEPARTMENT: PARKS AND RECREATION
DIVIS:ON: PARKS

FUNDING SOUMCE: GENERAL FUND
FUND NUM8:R' 01.06-51

PERFOR\1A;-';CE \·1EASl-RES

1989-90 1990-91 1991-92
ACTIVITY A.'-.n PERFOR..\1A:--:CE ~tEASCRES Actual Estimate Budget

Acres of park] ::J,:1\j maintained 196 197 197
A<.:res of right-ul-way maintained 212.77 257 ..+ 265.2
City facilities :L"1d other acre:H!e mJint:lined .+6 56 56.5
:--':urnher of tr~~s ~Ianted with-tree spade 60 -., ..to)-

);umba of buildln!! maintenance Jnd other
non-parks relat;d jobs completed by
parks crew 128 150 150

Full-time parks ;--asonnd'a<.:re m:J.intained 1:56.8 1:63.8 1:6.+.8

PERSO~"EL SCHEDULE

E~'1PLOYE=TITLE

Director of Parks :md
ReGcation

P:lrks Foreman
I C:lretaker rn

.lret:J..ker II
i CJfetaker I

,i\1tal Full-Time Emr10yees

P:lr:·Time EmrJIlyees
! SeJ.Soml)

1990-9 I
Budget

3
3

9
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L\.-\.\IPLE Cl.J

BEST AVAILABLE COpy

STATUS .REPORT

PERFORMANCE
FY 1992 GOALS AND OBJECTIVES

GOAL 1: RECYCLE 20:;' OF THE CI1l"S SOLID WASTE STREA.."f.

Objective 1: To place ten partitioned roll-off containers in mobile home parks and aparmlent
complexes by June 1, 1992.

•

•

•

•

•

STA ruS: Two partitioned roll-offs :.l,'i!l be placed at an apartment comple:r and a mobile home park by
JUlie 1, 199:. Due to market conditions for recyclables, program e:r:pansion is being delayed.

To Increase newspaper and cardboard recycling by 25% by the end of the fiscal year.

ST.-\ TUS: ~tr.t:spapt!T recycling is projected to increase by 19.9~.; i.e., 1,351.19 tons in IT 1991 to 3,356.70
tons In P( 1991.

Cardboard recycling is profected to increase by 43.9~; i.e., 141.18 tons in FY 1991 to :53.56
tons in FY 1991.

Origincl Revised
Actue! Actucl Projected Projec~ed

Performcnce Mecsures FY 1990 FY 1991 FY 1992 FV 1992

Demand \fe3sures
Tons of Refuse Collected 60.600 60,840 61,000 .59,000

Efficie:'\Ql \1easure
A ve:-age C,Jst Per 70n Recycled S9i.OO $69.00 5::.5.00 $51.00

Effec:J veness \1easure
Percent of Waste Stream Recycled 3.1~

-., ... 19.;-~ 12.2~/._ .0

Work!cad \feasure
Tons of \1ateria! Recycled 1,900 4,660 12,000 7':00

GO.-\L 2: PROVIDE EFFLL"E:-.-r REt:SE WATER TO TI-fE CITIZE";S OF LARGO TI-IROCGH
ESTABLISK\fE';T OF A RESIDD.'TIAL RITSE DISTRlBL'TIO~BASE.

•
Cbj~c~ \'e 1: To eSt:lblish the central sen;c,' area as the hub for entire reSld~nt1al reCL<.e

nerwcrk. Est.JblishJng this cent'ra! area as the base of reSIdential reuse requires a supply
of efi1uent water to this area, construcoon of a storage and pumpmg ~aa!ity. and the
insta:L:1tion of large d:ameter trunk lines and small diameter bra:1ch lines to sUFply
e~tlu~nt water to residentlal users.

•

•

5T.-\ T'JS: Construc;ion of the reuse storage tank. pumping .facility and trunk litUS is under-..vay with a
proiected completion date of S~tember 19'?:'. Phase N Reside71tiaI E....--pansion :.l,·hich u.:tll
entwli the :nstwIlwtion of braruh lines and residential ser.Jices connections is c..lT'Tently :n the
deszgn st;;ge.

BEST AVAILABLE COpy
98
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EXA.:YIPLE C2.3 (cont'd)

Objecnve 2: To investigate possible grant funding sources to ensure implementation of Phase III
construction in FY 92.

STA TUS: A grant amount of 5566,400.00 was secured from tI,e. Water Management
District for the residential erpansion wllich is currently in the design phase.

Objective 3: Development of residential and commercial connection and service fees and the
establishment of engineering standards for providing residential service.

ST:{ ruS: Drafts of proposed changes in reuse color coding and identification htrDe been completed.
.\.faterial specifications wnd engineering standards for residential service haTle been developed
and submitted to the City Engineer for appror::al. Final draft of connection and service fees
is under development.

GOAL 3: CO:"."TL'l..'E TO EX1'A..,-n THE SPARKU:-JG WATER SYSTE\1 TO HIGH PROFILE
Ct:STO~fERS WJTHr.; TIrE LARGO SA.'UARY SEY\""ER DISTRICT A.'-L> TO
L"l.TL\1ATELY PROVIDE FOR REl:SE OF ALL EFFLGE~'T FRO~f TIlE WASTEWATER
TREAT.\fEXT PL~""'T.

Objective 1: To CDordinJte customer tie-in to Phase IT Reuse Expansion in the :"Jortheast Sen1ce Area.

STA TUS: .ill permits have been issued, 25% of tI,e customers are on-line, .25% are in the design or
construction stage, and 50% are pending.

To Increase the volume of effluent provided by the SparkJin" Water System, thereby
Jecreasmg ground water withdrawals and surface water dIscharge.

STA ruS: SetJeral major users ha~e come on-line which will have a major impact on reducing ground
water withdrawals. Additional customers which are in the cons~ctionand/or design phase
will further impact the amount of 4fIuent presently being discharged to surface waters.

PE~FORMANCEMEASU~ES

DE\fA:-"U \fEASURES
\111es of Dtsmbution Lines

EffiClencv \feasure
Gallons Per Day Provided

Originel Revised
Actuel Actuel Projected Projected
FY 1990 FY 1991 FY 1992 FY 1992

12 16 15 (A) 16

1.150,000 1,200,000 1,550,000 1..300,000

Pfec:ivenes5 ~....Ie]c;ure
Revenues from Water Charges
and Fees

WNk:cad \1easures
:-';um~r of ClJstomers

12,000

13

35,000

24

~c.ooo 50,000

28

(Ai CJmple!1on of Phase II ExpanslL'n ahead of schedule resulted in the distr.bution lines bemg ?laced
trIto ser\'1ce In the latter part uf FY 19q1: not FY 19<?2 as ongmally ?roj~ed.

99
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AVERAGE CITY

PROPOSED SECTORAL BUDGET

• SECTORAL FUNCTIONS (000)

LAST THIS PROPOSED
YEAR YEAR BUDGET

CITY MANAGEMENT 217829 223420 254816
HEALTH SERVICE 2949 2079 2908

• SOCIAL 266071 320202 210500
EDUCATION 1228 1750
CULTURE 4563 2747 16850

{TERNAL ORGANIZATIONS 34601 48945 33520
SPORT 876 ' 1034 15780

• TOTAL 528117 598427 536124

REVENUE ANALYSIS (000)

LAST THIS PROPOSED• YEAR YEAR BUDGET
OWN REVENUES .,n/ ..,l":"' ..... 2000.)UO 1:70

ACCUMULAnONS & CAPITAL INCOtvlE 20
FUNDS TAKEN OVER 3933 3801
BUDGET TRANSFERS 523878 594450 534124

• TOTAL REVENUE 528117 598427 536124

EXPENDITURE ANALYSIS (000)

LAST THIS PROPOSED

• YEAR YEAR BUDGET
PERSONNEL 7401 6818 10140
TAXES FROM EMPLOYEES 2842 2765 4602
LOGISTIC EXPENSES 239153 246285 277362
TRANSFERS & SUBSIDIES 278721 342559 244020

• ACCUfo.lULATED EXPENSES
OTHER
TOTAL EXPENDITURES 528117 598427 536124

•

•
,....



To: t\.lunicipal Council
from: Chief Financial Officer
Su bject: Revised Revenue Projection

We previously submitted a budget for Sectoral Functions totaling HUF 536,124,000, supported by
Own Revenues of HUF 2,000,000 and Budget Transfers of HUF 534,124,000.

This advises you that the total revenue expected from Budget Transfers is less than originally
anticipated. In adjusting to this new estimate, we suggest that the Municipal Council consider
reducing the commitment to Sectoral Functions from HUF 536,124,000 to HUF 500,000,000.

The Municipal Council may respond by either (1) increasing our reliance on user fees, the business
tax, and other municipal revenues to meet our originaJ expenditure plan of HUF 536,124,000; (2)
redUcing program commitments to HUF 500,000,000; or (3) a combination of revenue and
expenditure ch.mges amounting to HUF 36,124,000.
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To: Municipal Council
From: Councilor Kiss
Subject: Increased Allocations for Improved Street Services

As we all know, there is a steady deterioration of our municipal streets. Citizen complain constantly
to me about this situation. I am sure they complain to you, my colleagues on the council.

I have reviewed the proposed budget for next fiscal year and, with due respect to the judgment of
the Mayor and his staff, we should increase the allocation to City Management to correct this
situation. My analysis shows that, when adjusted for inflation, the city intends to reduce spending in
this area by approximately 50%, when compared to the prior year expenditure of HUF 59,150,000.

My request for increased funding for City Management centers on the allocation for Street and
Bridge Maintenance. This area has been reduced sharply in the proposed budget from HUF
51,991,000 in the current year to HUF 35,000,000 in the proposed budget year.

.;ing the prior year's budget of HUF 59,150,000 as a base, an~ adjusting for inflation at 30% per
annum, we should spend HUF 100,000,000 in the proposed budget year simply to maintain the same
level of spending as the prior year. Given the poor condition of the roads, we should provide this
amount for pot-hole patching and rehabilitation of streets in serious disrepair.

.....



To: ~vlunicipal Council
From: Councilor Nagy
Subject: Budget Reductions

I am incensed over the proposed budget for the next fiscal year. The three budget options suggested
by the Chief Financial Officer in his memorandum to the Council do not go far enough to address the
fundamental issue of our need to reduce expenditures significantly.

We need to make major cuts in all sectors of the budget improve our productivity, reduce the
number of municipal employees, and consolidate a number of institutions.

The savings to the city from these actions must be passed on to our citizens in the form of reduced
taxes. A number of my colleagues on the Council support me in this request and we are prepared to
withhold our approval of the budget until our demands are met
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To: Municipal Council
From: Councilor Pesta
Subject: Increased Allocations for an Expansion of Culh:Jral Activities

I have reviewed the budget for the Sectoral Function. While the proposed budget increases the
amount for Culture significantly, in recognition of the celebration of our thousand year anniversary, I
think we should seriously consider increasing the allocation for Culture even higher than proposed.

We should capitalize on the opportunities our celebration brings to the city. I would like to add an
additional HUF 5,000,000 to the proposed budget to fund activities featuring national and
international performers. Currently, our cultural activities rely on local talent. Expanding cultural
activities will further stimulate civic pride and generate increased economic activity by bringing
visitors to the city. I believe the Economic Director can determine the economic benefit accruing to
the city by expanding cultural activities.



To: [\'1unicipal Council
From: Director of Technical Department
Subject: Proposal of Councilor Kiss to add HUF 65,000,000 to the Proposed Allocation of HUF
35,000,000 for Street Services .

The proposed allocation of HUF 35,000,000 limits the City to only responding to citizen complaints
regarding pavement failure in our 100 kilometers of streets. We neither patrol the entire street
system on a scheduled basis, nor do we have a systematic approach to repair. With our limited
budgetary resources, the city does not have a comprehensive street repair program.
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To: Municipal Council
From: Director of Culture
Subject: Proposal of Councilor Pesta to add HUF 5,000,000 to the Proposed Allocation of HUF
16,850,000

On short notice, I am not able to properly respond to the suggestion that HUF 5,000,000 be added to
the proposed allocation of HUF 16,850,000 to fund cultural events using nationally and
internationally known performers. It takes time to make arrangements with performers and
negotiate their fees.

Councilor Pesta's suggestion is worthy of consideration as the appearance of major performers
during our anniversary celebration will enrich the experience of our citizens. Should the council
adopt the additional allocation, our staff will develop a ticket pricing strategy that will allow us to
use this additional allocation only as a contingency reserve to pay any expenses that exceed event
receipts.

,.,



LEGISLATIVE ACTION ON BUDGET (000)

FUNCTION FROM TO CHANGE
CITY MANAGE\tENT 254,816

HEALTH SERVICE 2,908

SOCIAL 210,500

EDUCATION 1,750

CULTURE 16,850

EXTERNAL ORGANIZATIONS 33,520

15,780

LEGISLATIVE INTENTION

INDICATE THE EXPECTED CHANGE IN SERVICE LEVELS RESULTING FROM THE'
REALLOCATIONS IDENTIFIED ABOVE.

VOTING (To be completed by the Secretary of the Council)

Louncil Member Voting Yes

,.,

Voting No



•

•

•

•

•

•

•

•

•

•

•

WORK PLAN CASE STUDY NARRATIVE

Usmg the data and worksheet proVIded, formulate a work plan for the three actiVIties
listed on the attached Work Plan for EnVIronment Maintenance.

• Distribute the annual mdices referred to in TOTAL for the year by quarters
• Calculate the umt costs of both mputs and outputs.
• Identify positive or negative trends.
• Identify additIOnal mdices and umt costs you would add to the work plan

See the work plan for Cay of Padang, Indonesia for an example of a "typical" work
plan.
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WORK PLA.:.~. .. ..•_.
PROGRA!'1- E:'NIRON'MENT MAL1'IITAl~A."'iCE

300 litter I

1,000 ~
I

orkir:g hoursr. esult

I [

I Asphalt spem on repairing , I ! I ..lOmJ !,
: Expenses I I I 1,600.000 I

! The end of the activity I I' I T I
! E:tpe::ses. result I I I

,,
: ExpenseSiworking hours I : I 1 :
oW ; ..

i Fuel rIiners \
I Working hours

I Activity
\

I n
!

m IV I Total
I Quarter auarter auarter auarter

: 1 Tree Planting
I I I

5.000I I

\Vorking hours I 2.0001

Fuel (liners) ! r 250 litter

The :lumber of participants I I 5 I
I E:<pe:'lses I I I I 10.000.000
I The end of the activity ! I . - I I Ii

..

i
werking hours/number of trees I I I

, E:<penses/number of trees I I I I

I
number of treesl I I II

,,,,,. nu:nber of participants
: I FueL'number of trees I I I
'.: : Repairing of streets I I I I :100m'.

i Total or werking hours

I Fuel/result i I
3 Cutting of bl"3DChes I I I

,
10,000 trees I

I :aDd curiDg of trees i
I : Working hours I I -I Z.OOO iI

I ...J. Fuellliners) I I 200 I
, Che::J.icals I I I 1.000 kg I

i
I ' Exposes I I j I 5.000.000 I

The end of the ~CtiV1ty I - I ) , II

Ell:?enseSiresult I I I i
Expenses,'worlur.g hours I I

I Chemic:dSlresult i i I 1 !I
,

I I Resulto,,,ork.l:lg hours ! ! I I
.

I Pernm:d absences
I Total sum of :':lid hou.-s
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• WORK PLAN· CITY OF PADANG, rNDONESIA

PROGRAM: Revenue Collection SL'"B·PROGR.~"vt: Hotel and Restaurant Tax

IACfIVITIEsrrASKS I
FY92 fY93 TOTAL

Q4 Ql I Q2 WORK HOURS

• A Patren Billing format· Work Hours 100 100

Locations 424
FOID1at Effecnve 1/04

B PBN 1. "Manual of Practice" • Werk Hours 100 100

• Number of Manu.a.ls 500

Dlstnbution Complete 1/04
Manuals Per Work Hour 5

C TramIng Program· Work Hours 100 100

• ,... Tramees 1.200
Cern.ficates Per Work Hour 12
Trairung CJrnpiete 30;06

D ConlinuOUS Trair.mg Program· Werk Hours 60 60

• Tratnees 120
Cmincates Per Work Hour 2

E Billing :Vfachine Program· Work Hcurs 50 100 250 400
~umber or ~[achmes 10 30

• Total Werk Hours Per Installanon 4
Ir.sullation Corr.plete 30/09

F Hetel AuCit Program· Work Hours 215 215 215 645

I'" Locanons 43 43 43

• Work Hours Per Location 5 5 5

G Restaurant Inspectlon Program· Work Hours 3,810 3,810 :;810 l1AJO
I.ccanons 381 381 381

Inspec~ons II,~30 11.~30 11.~30

• Inspewcns Per Work Hour 3 3 :;
Inspect:ons p~ ~atIcn 30 30 30

H CJntIngent Action Prc?Osal 'l ., ?

• Perform.mce Re...,ew :3/02 30,05 3LOg

L'nailocated Work Hours tOO 100 lOa 300

Total ';'"ork Hours 4~3iS ~.J:5 ~,3:: U.I}5

Authonzed Absences I \1,'ork Hours) 262
Total Paid Hours 13,397

• II



Paul D. Epstein "The Asphalt Paradox." from Chapter Two: The DecIsion Makmg
Process In Casebook In Public Budgeting and FinancIal Management EdIted by Carol
W LewIs and A Grayson Walker, III. 1984 New Jersey PrentIce-Hall. Inc.
The ongmal versIOn of "The Asphalt Paradox" is in USing Performance Measurement
In Local Government by Paul D Epstein, published by the NatIOnal CiVIC LeabJUe.
Denver, CO, USA (1988). Reprinted by pernussion of the author Mr Epstem is
Pnncipal of Epstein and Fass Associates, a consultmg firm. at 140 Nassau Street, SUite

9C. New York. NY 10038, USA. Phone: 212-349-1719. E-mail.
epstein@pipellne.com

The Asphalt Paradox *
lS ~

lC

- "};:

j ~
1

I •..f
(

•.or

I
\

I

Li;';~ :::.:my oCJ:e:- ju::sc:ctions, this citv was in
.;~~, .-;~ ..,1 ~ 'A_A T:-' b' -~a "5'" ...c;.:.J -c:ue __ ~. ..e udget OJlJCer saw

[::c: ::eed :"or t."e city to save mor.ev and in-
",,:II.., c:.... t'"";' - ~ ~ ,. • •~ _ ., .., ~, •c: ~_.~ .e:r. ....e ..c:, ,\ ,.e. e, ~r POSSIOle. Tnrougn

'_4 r-,'" eve~"t""e tL " -- all..... ~ ~••• ~. :' ~~ 1Y , .le Ducgec OlIlcer c ed
"-0'" ..,,1 ae~"'~'-A""s to . ""';- u...... ;--.,...~ .. , maKe eXIstIng re-
sot.:rces go as far as Dcssible,

. T::~ city co ....;r::itted a large proportion
Or 1'5 b"c.~"· eac:' . - .

I :, ' :" 5-' :'. ~e:J.r Co reSUrl<lCmg Streets
a.'1a ::lg::ways. Wmc:l d:e cirv did with irs own
wo-c' ;--~,. Th '. . "d.......v.~~. ,.e c:.y goverr:me:1C dI nor wanr
to c.':: ::::s pro,?:::.n ce:::J.use the streets ge:1er-
..,", , ' . . . , b
...... :' \\e:~ CO ..S:8e:e::: W De::1 ad sh:lDe-with
~::.:::: C::lcks and pCtJ-:o:es. Poor scre~t condi
::0::'5 ',\'e:e one of t::e biQ'~est sourCes of citize:1
cOT::?:a:nts. --

An .in~us':iJ.l e::.gir.ee=- was assigned to
d:e ,~si.::-:ac:ng prcg:am to see if it could be
IT":""':.Go ......., - ,~: T' . t·· ...--:-- ... :0,:. e.,.c.~::t. :le engIneer s InItIal
a::~':s:s l:1Clcate,; r:'e '"01'1 0 '\'1' ... ~., - ....• "5'

'Sy ?auJ D. EpSle:n. Di\'lslon of Gove:-nment
C.:lpac:ry Buildin;. Office of Policy Development
and Research. U.S. Department oi Housing and Ur.
ban De·.'elopmenc. Adapted from Using Perfor.
mance i[easuremenr In Local Gavernmenr: .-\ Guide
to (:7::Jr')\'lng Dec:Slons, Performance, and .'\ccDunt.
aOI.::;.- :W.:lSrHr.~:on. :J,e.; HL'D, 1981, dr::lftl, Ch.:lD
t~:- ... For:hcamln~ uncer same tltle from V;n
:'\cs::-;::nd and Re:r.r.oid: .\',Y .• 1933. The author is
c-...::-:-en:!y man.1~er of ~,ew York Citv's Citvwlde
P:-:::c~C::"'ltyPr05'ram. --

The program had an operari:1g efficie::-
S·- -00 rcy. or ,J/,J per ,ane-mile resurfacec;

thts u::.1t cosr was based upon
S10,000 labor cost per lane-rr.ile
Si ,500 asphalt cost per lane-mile.

A; rh: current r~te,of pro~uc.tiVity per
1aDo:~r:our: che CIcy s resurrac:ng crews
:V0uJa be aole to resurface i 5 lane· rr.iles
In O::.e year.

Afte=- c:lrefully charting OUt che enc::-e
resurfacing- :iroc~ss, work sarr.Dling 'he r""" ~.... .. .. \, ..... _l..o. .. -

facing crews i~ action, and a~al::;:ing tr:e
results, the e:1gIneer determined thar it was
possible, in .3. rel.:ltively short time, CO ir:::::rove
h L" r' l' .C. e 5CI.eau:e 0, de Ivery of as?r:~t. va,; [:-:e

SIze of resu::·.J.cing crews to mee~ the nee'cs c:
eac!1 job, and im?rove work me::-:ccs, The
enginee:- cJnc:~c~d. such c:-::J.nges wculc i=:..
C"""'se the --ccuc' f ' -', .• ~- .. t'" dVItyO tne =-esurr::.c:n~ l.J.co:-
f b"'''' '. r- -oree Y.j.) ::e:-ce:1t In tne !lrs~ Ve3.~ of 1r;:::ic-

'r '.me:1tanon a.:or.e. His conc;~s:ons ' ..... e:e as
follows:

The ex:sting resurraCI.. g- wo:-k force
WOUld be able to resu::-;ce 100 bne
miles in a ye:lI.
The -...:=:.:: cost of bbor \\ ould be :e:::::.:ce::::
to Si ,.sea boor cost De:- bne-rni!e.
The ?:-0S-::lrn's ope:J.:ins e:"0.c:en:::·:
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would improve consider.J.bly, as the tot.J.1
unit cost would be reduced by 52,500.
the new unit cost being 515,000 per
lane-mile resurfaced, b.J.sed upon

57.500 labor cost per hne-mile
57,500 asph.J.1t cost per bne-mile.

In seeking approval to implemem the
proposed resurfacing improvemems, the engi
neer told the budget officer that the improve
ments would h:lve an annu.J.1 "efficiency value"
of 5:250,000 to the city. This figure was based
upon the benefit realized by resurfacing 100
lane-miles at a reduced unit cost.

The e:1gineer calculated benefit as equal
to the reduc~ion in cost per lane-mile multi
plied by the number of lane-miles resurfaced:

benefit = ($2,500)(100) = S250,000
"efficiency value"

Convinced by this argument. the budget
officer supported the engineer's recommenda
tions to the chief execurive who. in turn. ap
proved them. The chief exec~ti\'e was pleased
that the city might get 100 lanc-miles resur
faced by the same crews that res~rbccd only
i5 lane-miies last year. The operations im
proverr.ents were implemented quickly and
smoothly. Labor produc~ivity incre:lsed as
predicted and the projected $2,500 reduction
in unit cost resulted. By the end of the fiscal
ye:J.r, the resurf:J.cing work force, without add
ing any stafL h:ld resurfaced 100 Jane-miles of
streets and hi;hways.

Howe':er. the budget officer was .J.ngr}'
at the engineer by the close of the fisc.J1 ve.J.r.
In bet. the buc!g-et officer was ii\"ld. He had
expected a S2:0.UOO benefit. but ·.\hen .J11 the
bdls \\e:-c :G:~eC:. he dec!deci tl-:c ~i!":".?roved"

pro,:;r2.~ ~2.c.: .J.c:uail\" cost the c:::; !Jud~et an
J.od:,;')l'.J.] S:S7.500. How n.J.d it hJ.ppc:1cd?

l' nder :::e origin.J.1 progr:lr:1 of resurfac-

The DeCision-Making Process 72

ing I J lane-miles at a higher unit cost. the
total costs would have been

Labor ($ 10,000 per lane-mile)(75 lane-miles)
= Si50,OOO

Asphalt (S7,500 per lane-mile)(i5 lane-miles)
5562,500.

Total COSt = 51,312,500

Under the "improved" program of resur
facing 100 lane-miles at the lower unit cost,
the actual costs were

Labor (Si ,500 per lane-mile)( 100 lane-miles)
= S750,000

Asphalt (S7,500 per lane-mile)(l00 lane-miles)
5750,000

Total Cost = 51,500,000

The result was a net increase in city ex
penditures of $187,500 ($ 1.500,000 - $1.312.500
= $187,500).

PROBLE:\!

Who was right? "Vas the engineer, who calcu
lated a "beneiit" of $250.000: or was the bud
get officer. who calculated an added cOSt of
$187,500?

FOR DISCUSSION

1. How could a jurisdIction be tempted
into taking a bene:it it cannot afford?
What sounds better, an::w.J.v-S~SO,OOl)

\'1onh of incre.J.sed services or S! S7.I)()O

in saving<;?
2. Given th,:lt increasing se,,·ices ~ent::-~:es

a higher dollar "effiCiency v.J1ue. ~ \\ ::en
should productIvity gJ.ins be taken In d",e
form of actu.J.1 savings?

•
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BUDGET FORMULATION GUIDELINES·

The guidelines which follow divide the budget formulation task into
two phases: (I) dia~nosis and (2) analysis of alternatives. Gcncrally,
the time dC\'oted to the diagnostic phase far exceeds the time re·
quired for the weighing of altcrnatives. Some expericnced budget·
makers report that the ratio of diagnostic to analytical time should
be about four to one, indicating the critical importance of a correct
assessment of the problem to be addressed by the allocation of
public funds.

DIAGNOSIS: THE PRELIMINARY WORK

Begin by employing broad survey techniques. Review pertinent data
in fl.!es and documents, and search the fonnal litprature. Where ap
propriate, conduct field inspections. Finally, consult with people
who can offer insight and advice.

These steps will help you define the scope of the problem, the
relative significance of the data at hand, and the data which must
be assembled. In addition, the steps will also assist you in mastering
the special nomenclature of the science or tcchniques involved in
the program situation.

Remember, experienced analysts agn:e that convcntional or obvious
statements about public problems should be regarded with suspicion,
lest administrators and policymakers be led to dwell on symptoms.
or worse, on erroneous qucstions.

Suppose the problem concerns the nutrition of the elderly por·
tion of the popubtion. In this case, do not take at face value any
of the assumptions which mi~ht be put forward as problem defini·
tions. such as the assumed impact of nutrition on health, the listlIls
of pc:-son..t1 Iimiutions or bJ.rriers preventim; the elderly from en·
jo:, In; ~Qod (Eets ..md the presumed f.lilure of institutions to meet
the needs of the clderl\'.

h the .lnIm..u-cor.:rol CJse. the wJ.rden lends to define the prob
lem In rathe:- l'J:":lsuca! tenns: eificient impoundment is the problem.

·Th~s~ ~.llde::n~s tnCo:,?orat~ matenal app~:lnn~ in Edward A. Lehan. Szmpi,.
/i,-a Gu:e~..,e.,:dRuc::."C":,r.;: 'C:llC:l~O: ~IUn1ClpaJ Ftnanc~ Officers .\SSOC1a[lOn.
1951,. ~? ..0....;5. R~p:-:n[~Cl "It:! perrnlsslOn.

BEST AVAILABLE COpy
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Loosen Up Your Thinking

Conventional Problem

Statements May Mislead
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and 3 ncw, better-located pound is the solution. The Center.... ille
Humane Association supports this ddinition on compassionate
grounds. Both the warden and the association resist a broader defini
tion dealing with the causes of the animal-control problem.

The diagnosis is to be oriented toward action, or performance, not Action Research
knowledge for its own sake. As decision-related research, the prob-

lem definition must be sufficiently broad to identify the controlling
variables, establish objectives, and specify performance criteria. Re-
ferring again to the nutrition of the elderly, for example, the isola-
tion of the elderly may be identified as the critical element in the
situation-that is, the factor which, if altered, would decisively affect

nutritional status of the elderly. The identification of isolation
as a controlling variable would have important implications, because
the choice of goals, the selection of the target population, and the
performance criteria would then logically relate to it.

In the animal-control case, the warden identifies official and
citizen logistics as the controlling variable and suggests that a budget
attacking this vari:Lble will produce a better impoundment situation.
In focusing on official and citizen travel problems and costs, the
warden foregoes an attack on another possible controlling variable,

animal-owner motivation. If owner motivation can be positively in
fluenced, the animal-nuisance situation could be altered at its roots,
reducing impoundments-and the need for a new pound-in the
bargain. Thus, due to its impact on behavior, licensing also merits
consideration as a controlling variable.

••Swdy the demographic and lo:.;istical characteristics of the situation.
Who, u·hat. when, 'U'hcre, and ho:~' questions deeply intrude into all
aspects of public programming. (Remember: implementation is the
Achilles' heel of policy!) Regardin3 the nutrition of the elderly,
techniques of statistical inference mi;;ht be used to gain an under
standin; of how geo~"rJ.phlcJ.I ,md popubtiun characteristics, such as
poveny and densIt\,. in~er.lct. If. for example, the distributions of
elderly pOYeny J.nd elder!\' den5it\, are not con~ruent.wh:1l arc the
implicatlons for ser. Ice deli-. cry?

In the animal·control case, nuisances and the resulting com
plaints may not be rJ.nc'1rnly dislnnutcd. Instead. the situation may
invohe many chronic offenders and equall,) chronic complJ.iners.

74
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CONCLUDING THE DIAGNOSTIC PHASE

Before the analysis of alternatives is begun, the results of the diag-.
nostic phase must be put in writing.

First, compose a probkm definition and a resulting goal statement.
As a rule:, a....oid completely verbal goal statements, such as, "Im
prove: the nutrition of the elderly." Try instead to frame a goal state
ment in numerical terms, such as "Reduce the number of elderly
citizens with anemia from to in months."

In the animal-control case, if lic.:nsing is chosen as the critical
factor, one could frame the following goal statement: "Increase the
number of licensed animals from an estimated 1,650 in the current
year to l,i 50 next year." This goal could also be stated in terms of
proportions: "Increase the percentage of licensed animals from
an estimated 50 percent in the current year to 53 percent next year."

In addition, setting goals in a numerical way tends to ensure
that chosen goals are practical and measurable. A goal, to be practical.
must be :mainJble in a specific time. Remember, success in imple
mentation is directly rc1ated to choosinlj goals which are pr:lctic:ll
that is, attJinJ.ble. Furthermore, it is easier to set milestones or
performance checkpoints, which are an essential part of a work plan,
if the chosen ;oal is measurable.

!'iext, describe the target population. Every public program has a
clientele, willing or not. An accurate description of the target popu
lation lends precision to the goal st:ltement and makes it possible
for an analysis of impacts and benefits to begin. Target groups com
prise those ind;\ iduals, organized or not, perhaps even unborn. who

are to be affected by the expenditures outlined in the multiyear
financiJ.I projection.

Who comprises the tar;et pupulJ.tion of Centerville's J.nimal
control pro;rJ,m? Those ownin:; animals? Those owners pe:mitting
anim ..d nUIS..lnLes? Or those nonowners who benefit from the regu
latory and se".. ice procedures?

BeCJu,e the JescnptifJn uf impacts and benefits depends on J.
good descr:?::OD of pro;rJ.m clientele, one should be as accur..lte as
poss:~;e ::1 :de:::if .. Il-:; the tJ.L:;et popu!J.tion. Of course. mL)fe pre
cision t:-:.Jr1 :!:e s::u ... :;on ..lill)\\; i~ not e:-..pected. For eXJ.mple. J. public
works d:rector. cha:-;::0'\ nh J...eepin" the public \\ay p..lssabk ..Ino
safe. ,\ul not :-;nd It e..l:i~ to accurately specify the number or ch:uac-

Problem Definition
and Goal

Target Population

75
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tcristics of persons benefiting from expenditures for street main
tenance, lighting, snow removal, and so on. Often, approximations
must suffice. A public.works director can develop data which can
stand as a substitute for direct data on the target population. In
formation on traffic and its ....olume, speed, and direction might
substitute very nicdy for people, particularly if such data are classi·
fied by type of street (e.g., local, connector, arterial) and are linked

to accident and street-crime information.

Once you have produced a tentative goal statement and described Performance Criteria
the potential target population, outline the performance criteria.
Performance criteria include the leading ideas, the causal relation-
ships, toe assumptions, and the st:mdards which influence the size,
-hape, and direction of a proposed program. ~linimum daily nutri·

-.,onal requirements for the elderly is an example of a standard
which, if applied, would have an imponant impact on program
design. Protecting the privacy and enhancing the independence of
the target population might also be considered in testing alternative
ways of improving elderly nutrition.

Similarly, the impoundment st:mdards of the Center..ille Humane
Association will probably pl.ly an important role in the animal
control case, if the jurisdiction adopts a budfiet for a new pound.

Causal relationships, or correlations, are particularly import:mt.
for example, in the case of elderly nutrition, it might be hypothe·

sized that health (defined in terms of longer life and reduced institu
tionalization) is panially dependent on nutrition, thus making
nutrition a controlling variable which can be manipulated in de
sirable ways by variou~ strategies. Remember, correlations. or causal
relationships, provide the firmest foundations for program planning
"Dd implementation.
• In the animal-control case, one mi:;ht study the correlation be.
tween licensing and animal-owner responsibility. If most nuisances
are caused by nonlicensed animals, a direct attack on delinquent
o\\"ners through a census, steep fines. and so on, might be a worthy
alternative to constructing a shelter or increasing staff hours to cope
with increasing complaints.

ANALYTICAL PHASE: THE STUDY OF ALTERNATIVES

Determining prO,,'Tam :tpproachcs which give some promisc of ..tchlcv,
ins the goals. \\ ith mInimum SIde eifects. is the next task. Proper
compans.)n of the impacts and benefits of the respective .dternatJ'. es
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should yield a preferred course of action. This preferred alternative
should produce the highest net return to society. ~lorcover. the
benefit ascribed to the preferred alternative should equal or ex"Ceed
its estimated cost.

In addition to recommending "no action at all," the range of al
tem:ltives in the elderly-nutrition case might include common meals,

home-delivered meals, homemaker services, supervised shopping, in
come supplements, and nutrition instruction. ~ote that each alterna
tive chosen for analysis must be directly related to the problem
definition and goals, target population, and performance criteria.
Otherwise, the resulting issue paper will lack logical coherence. For
example, if, in the problem definition, isolation is identified as a
critical factor (or controlling variable) having powerful effects on
nutrition, then the relative utility of socialization or housin~ pro
gr:1ms aimed at the isolation of the elderly must be assessed, under
the assumption th:1t the reduction of isolation will also reduce m:1l
nutrition as a desirable by-product. On the other hand, given the
problem definition, one would not put much analytical effort into
the study of income supplements, as such payments would have
little or no impact on isolation, the controlling variable.

In the animal-comrol case, depending on one's choice of control
lin:,; variable(s), the altern..lti"es mi~ht include increased staffino.;.
-cOnstruction of a new pound, a iicensin:; drive, an animJ.l cemus. an
education campaign, a leash law, steep fines, higher service charges,
and sterilization ser.... ices.

One must exercise imagination and ingenuity in devising ways to Impacts and Benefits
compare the impacts and benefits of aItern:ui\'es. In general. data
on costs are much easier to assemble than data on benefits. Use the
best sources available. Consult the literature for help in appI ying
various analytical techniques. such as cost-effectiveness and benefit-
cost, which mi:.;ht help in the comparison of altern:ttives.

Obviously, attempts to compare alternatives b) means of .mal: ti
cal techniques require that any presumed link:tges between the varia
bles be specified. For example, in thc elderly-nutrition problem. the
presumed linb:;e between nutrition and he:tlth can be e:-.plofl:d by
assessm:; the rebtl\e efficiency uf alternati\c pro·;rJ.m ..lppro.1L'hes.
such as home-dc.::i\ cred :ne.:ab .md con~c;ate li\'inS. in re.:ducin:; the
nur;:ber of d..l:s lost to de:lth :md dlsabilit\' by the tar:;et popu!..ltion.
By ;lSSI:;nll1:; a dol!.lr \'3.lue to cad, day of Ilk :md to the daih cost
of institutional care, Lt is then possiblt: to use benefit-cost c~)mp:lri

sons to dete~~::-:e \,hicn ..lltcrnatl\ e product'S the hi:,;hcst net return.
Gl\ en :he 00\ :nc;, difficulties of speci!:- In'; the link..l~l" <Jf possible.:

BEST AVAILABLE COpy
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prohTJ'am appro.lches to elderly nutrition and the impact of nutrition
on health. many students of this problem recommend an action
research ex?erimcnt in programming, rather than a definitive pro
gram recommendation. By this means, various alternatives can be
tested with representative populations, measuring results of each
against the performance of the total elderly population.

In the animal-control case, a benefits schedule might well include
personal injury, property damage, public convenience. and cost
avoidance. In scarching for the benefits of the animal-control pro
gram, one should not o\'erlook the considerable value of the im
poundment procedure to those whose pets inadvertently stray away.
After all, half of the animals impounded in Centerville are redeemed.

Remember, the means of implementation must be built up in the
course of anJ.lysis. AltcrnJ.tives which look good analytically may not
look practical to implcmcnters. Invohing potential implementcrs
in the analysis of alternatives is a good way to avoid wasting time
and resources on the study of unrealistic approaches.

A bud;et request should include a multiyear projection of progr:J.m
costs and a financing plan (i.e., taxes, grants, service charges, and so
on). This helps reviewers and policymakers to get an idea of the
future implications of adopting the alternative preferred by the
budgetmaker, In addition, each year's financing plan should provide
funds which equal or exceed the proposed expenditures.

Multiyear Projections

.....

)

A budget request should conclude with a concise commentary on the Rejected Alternatives
rejected alternatives. Such a commentary forces the author(s) of a
proposal to maintain consistent criteria for the examination of all
options. Furthermore, it provides reviewers and policymakers with a
broad context. thus hdpin~ to inspire confidence in a proposal as
a thoughtful rcsponse to a carefully considered problem.

BEST AVAILABLE COpy
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The 1997 Work Plan of the City of Szentes

for Preparing the Budget in Program Structure

• Activity Staff involved Deadline Responsibility
PHASE I
- meeting Ms Lencse, Head of 04.21.97 Ms Krajs6czki

Soc. Pol.Ggroup
- frame the strategic goal Ms Lencse 05.20.97 Ms Krajs6czki

• - define the program Mr Gal, Head of
objective Family Help Center

- develop sub-programs Me Balogh, Senior
Staff in Budget Group

PHASE II
Assess current status,• data acquisition
- information from citizens Mr Takacs, Dept.Head 06.20.97 Ms Lencse
- a review the present system Ms Szebelledi, Head
of services of Institution

Mr H6di finan. officer

• Ms Kanfi finan. officer
Ms Kovacs finan.offic.

- develop the costs of services Mr Balogh 07.01.97 Ms Krajsoczki
(fact 95 and 96, plan for 97) by
forms of services

• - develop the indicators to Me Balogh 07.01.97 Ms Krajsoczki
influence the costs of services,
set up trends (number of
employees, logistical
arrangements, etc.)
- review the number of service Ms Szebelledi 07.01.97 Ms Lencse

• users (fact 95, 96, plan 97) Ms Benko, head of
institution, MrGal

J - review the utilisation rate of Me Balogh 0801 97 Ms Krajs6czki
institutions providing services
PHASE III

• - evaluate information gathered Ms Lencse, Mr Balogh 08 1597 Ms Krajs6czki
MrGal

- set priorities " 093097 Ms Krajs6czki
- prepare the 1998 budget 093097 Ms Krajs6czki
policy
- define service norms 093097 Ms Krajs6czki• - develop alternatives, present 093097 Ms Krajsoczki
investment opportunities
- committee reviev.. 10 31 97 Ms Krajsoczki
- prepare 1998 budget. present 12 1997 Ms Krajsoczkl
to council

•

•
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'JODEL PERFOR:\IANCE REVIE'" REGULATIONS

1. RATIONALE. Defined as goal attainment. "performance" requires teamwork, and
timely adjustment of the means of attainment to solve production problems as they emerge
These regulations establish procedures for securing the required teamwork and work plan
adjustments by providing a forum for the conduct of performance reviews and a process for
implementing recommendations for corrective action resulting therefrom

2. PERFORMANCE REVIEW CO:\lMITTEE. Effective immediately, these regulations
shall be implemented by a Performance Review Committee. The following officials shall be
members of the Committee:

__________, Chairman

(Committee membership depends on the organization in question. and the
technical basis of its programs and projects In complex organizations. the
leaders of key "centralized process" units. such as purchasing. personnel.
centralized equipment maintenance. etc, deserve consideration for
membership because the effectiveness and efficiency of such units strongly
condition the ability of accountable managers to attain their targets.)

Furthermore, to foster goal attainment, the chairman may require the participation of other
officials in the review process who. by virtue of their kno\'\"ledge and function. can help the
accountable managers define and solve production problems

3. SECRETARIAT. The Budget Director's Office shall serve as the Committee
Secretariat. The Secretariat will prepare the Committee's quarterly Report. including
recommendations for corrective action and proposed allotment requests

~. CO:\I;\IITTEE DUTIES. The Performance Reviev\" Committee shall conduct formal.
periodic performance reviews To this end. the Committee shall

• Deline the reporting units and the accountable managers (cost center. project.
program. activity. task. etc)

• Establish the form and content of performance repons

• Establish and maintain a schedule of field inspections by the internal audit stall'
and other appropnate personnd to \enfy information ~L1bmltted to the
Committee

Edward A Lehan "Model Performance Re\1ew Regulations" Repnnted \\lth
permiSSIon from the author
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• Establish a schedule of formal quarterly Performance Reviews covering all
designated reporting units. these reviews to be completed prior to the
preparation of periodic allotment requests

• To be conducted during the tirst week of the last month of each quarter, these
reviews shall cover

• Actual results in the last completed quarter, measured against
performance targets. and expenditure and, where applicable, revenue
expectations.

• Estimated results in the current quarter, measured against performance
targets, and expenditure and, where applicable, revenue expectations.

• Projected performance, expenditure, and, where applicable, revenue
estimates for the next quarter

• Submit Performance Reports and recommended allotment requests to
(insert name of responsible official), outlining 1)

_ performance to date, 2) problems encountered. 3) recommended corrective
actions and. 4) performance targets for the period to be covered by allotment
requests

5. DUTIES OF THE COMMITTEE CHAIRMAN Assisted by the Secretariat. the
Chairman shall

• Pursuant to consultation \vith the Committee, set Performance Review schedules
and agendas

• Secure timely reporting of financial and performance data

• Require performance analysis by the Secretariat for the consideration and the
Committee.

• Assist with the implementation of work plans and corrective actions recommended
by the Committee, ensuring the timely transmission of decisions to all affected
officIals

6. DUTIES OF ACCOUNTABLE MANAGERS. Accountable managers are e-..;pected
to make "stand-up" presentations, supported by visual aids. where appropriate As work is
normally beset by ditliculties. accountable managers are encouraged to furnish the
Committee with an e'i:planation of problems encountered, and. most important. corrective
actions taken. or recommended It is also expected that all program leaders will conduct
monthly performance reviews covering the work of accountable managers reportIng to

them

i. SA:\CTIO:\S. Only unusual circumstances v.ill e'(Cllse the failure to report accuratel\'.
and lJn llme If not expressly excused by the Committee Chairman. failure to rt:port on
time. or inaccurate performance reports. will result in disclplll1ary action



© 1996 Ed\vard Anthony Lehan (Excell't drawn from Sl111p/!fied
Gm'ernmental Rudgeting, Manuscript of Revised Edition)

A NOTE ON PERFORMANCE REVIEW
PROCEDURES

Effective budget implementation depends on the intebTfated employment of I)
budgetary accounting 2) work plans, and 3) periodic fonnal perfonnance
reviews. This note concentrates on periodic fonnal perfonnance reviews, the
third component of the budget implementation triad.

Unless strong perfonnance review procedures are established, budgeting
{ degenerates into an arumal estimating and accounting ritual. More than any other

part of the budgeting repertoire, it is the institutionalization of fonnal reviews
which invests the budget system with "managerial muscle".

PERFOR'IA~CE REVIE\V SPECIFICATIONS

• Formal perfonnance review procedures established by rebTlI1ations.

+ Probrram leaders provided with a fonun for oral, written and visual
presentations.

)

+ To provide pro!:-rram leaders with a supportive audience, revie\vs are
conducted by a Committee selected for its ability to assist probrram
leaders attain stated targets.

+ Conducted periodically, 2/3rds through the selected period, to
provide opportunity for corrective action in pursuit of targets.

!i +
I'
!I
Ii

II

!I+
.,

Re\'iew covers past 1llil~stone period (results related to intentions),
current milestone penod (~stimates related to intentions), and next
mil~stone penod (projection of intentions).

Re\'lc\\ Committee ~~cr~tariat documents proceedings. reportl11g
fonnall: to accoLll1tabl~ offiCIals regarding status of targds and
recomm~l1lkd correctl\ ~ actIons.
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"Perfonnance" is similar to, the terms, "efficiency" and "effcctivencss" in that it
requires comparison to give it Si~'11iticance, or meaning. In the following abstract
calculation, sib1Jlificance is given to a stated "perfonnance" by deriving a
"variance" bv subtractin!! an ideal, standard or target" ITom it, both stated. of- ~ ~

course, in similar tenns:

Perfonnance
(IdeallStandard/Target)

Variance

These tenns can be absolute numbers, or unit measures or other performance
ratios. In addition to revealing the magnitude of variance, the subtraction \vil1
provide an indication of the direction of the variance in that the stated
perfonnance will equal (zero), exceed (+) or fall short (-) of the stated ideal,
standard or target.

Effective organizations attain stated goals. Efficient organizations attain stated
goals at "minimum." or "lowest" cost, relative terms \vhich acquire meaning only
through comparisons. Assessing the effectiveness and efficiency of any acti\ity
requires the development and maintenance of data. and data arrays, as follows:

• Input data. expressed in tenns of money and/or worktime,

• Output data, expressed by measures of production,

• A calculation dividing input by output, or Olltput by input to deri\ e a "unit
measure." and

• One or more additional ratios based on comparable situations to pro\'ide a
reference for evaluation of the subject unit measure

To be readdy available for the Work Plan fonnulation and Perfonnanc~ Re\ le\\ s.
the reqUIred Input and output data must be (I) identi lied. and (~) rect1rded, As
incurred. costs and work time must be recorded by th~ acti\ ities ~lI1d or tasks
identified m Work Plans. then summarized at pertment mil~stones Sl1nJlarly.
output data must be record~d and summarized Over tilT1~. using unlt lll('asur~s as
a gUIde. responsIble offiCIals can e\'aluate input-output relatlollslllpS. and then

.,
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encourage the fonnulation of plans to improve the relative efficiency of probrram
operations. that is. reduce unit costs and unit times, and/or increase output per
workhour and p~r amount expended.

Cost center managers should be granted periodic opportunities to address their
colleagues and superiors concerning their perfonnance, no later than every
quarter. It should be a "stand up" presentation, supported by visual aids, when
appropriate. All presentations should reference the input-output commitments
registered in the current Work Plan, with significant variances indicated and
explained. In general. experience indicates that cost center managers will trace
variances between intentions and results to one, or more, of the following factors:

A) Unanticipated changes in input prices

B) Unanticipated changes in volume and type of applied resources,
including staffing

C) Unanticipated perfonnance from assigned physical assets

D) Unanticipated and uncontrollable changes in the production situation
\....hich invalidate oribrlnal production assumptions.

E) Environmental contingencies

Variances in unit measures are most frequently traced to factors A and B. In an
economy subject to inflation, unanticipated cost variances are to be expecled, as
prices cannot be accurately predicted, even for the near future. Factor C is often
cited to explain variances from period to period. especially if new technolobT)' has
been introduced. Equipment failure, and/or delays in equipment repair are also
frequently calise negative variances. Most significant, Factor D considerations
include shortfalls in services and/or good due from other units of the government.
Factor E refers to accidents, including natural and man-made disasters. \vhich
interfere with the conduct of work.

By deSlh'TI. the rC\'le\\ s should be conducted by stratcgically constItuted
Perfom1ance Rcview Commlttees 2/3rds of the \'·:ay through the selected
mdt:stonc pcriod. to\\ ard the end of th~ second month of cach quarter. for
example. if \'oiork Plans are organized by quarters. Rc\ lCWS prm ide fonnal
opponunitics for co:;t center managers to address their rCSpectl\e agenclt.:s as

3
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institutions. presenting results compared to intentions for the completed prior
period. revised estimates of results related to intentions for the current period and

• a projection intentions for the upcoming period. The projections also form a solid
basis for allotment requests, if used by the government. and for cash management
planning. The six data elements involved in the typical Perfonnance Review are
displayed in the simplified model shown below:

•

•
(

I

Past Period Present Period Future Period I
Original Forecast Original Forecast Original Forecast

Re\·ised Forecast Revised Forecast

Achml Performance
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•
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•

•
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•
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So placed, with 2/3rds of the period completed, responsible cost center managers
have sufficient experience to present revised estimates for the current period. and
conditioned on proposed action plans for the remaining portion of the period.

These timely reviews provide responsible program leaders with sequentIal
opportunities to ensure goal attainment by encouraging, and/or authorizing tirnely
corrective action in those cases where results are falling short of targets. At the
2/3rds point. if the projected unfavorable variances are deemed significant. the
accountable officials still have time remaining in the period to authorize
corrective action (adj usted deployments, changed procedures, etc.) to put the
perfonnance for the period "back on target."

Reviewing the data on work plans and perfonnance reports, Perfonnance Reyicw
Committees can assess the reasons for sib"'T1ificant "shortfalls" in perfonnance. and
encourage the formulation of recommendations for corrective action. As stressed
before and repeated here for emphasis, the failure to fonnulate \Vork Plans. and
to conduct periodic Perfonnance Reviews thereon. represents a \ ery senous
management deficiency. If Work Plans and perfollnance data IS not ~1\ adabl~ to
facilitate an assessment of the etTectivencss and etlici~ncy of pr0t-'T~11ll actl\ 11:.
the Performance Rcview COlTIlmttee should forceflll1: address tillS c1etici~nc: b:
recommending thc fonnlliation of t11-: neccssar: Work Pans and the monitonng of
planned actIVities and goals
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Representatives of sib'llificant staff units, especially planning, budget and
personnel, and centralized auxiliary service units, are expected to participate in
these periodic reviews to help each agency and its cost center managers solve
production problems. This procedure encourages the attainment of perfonnance
targets during the year, via timely corrective action. Most importantly, frequent
re\iev.:s pinpoint recurring productivity problems - problems which require
systemic changes in operating procedures, cost center by cost center.

When conducted as fonnal affairs, perfonnance reviews tend to stimulate
desirable organizational behavior, as follows:

• Anticipation of periodic fonnal perfonnance reviews influences behavior in
the intervals benveen reviews.

• Conduct of the review, itself, influences behavior as the participants reach
understandings and agreements concerning actions to be taken by
particular parties.

• Reviews promote collaboration among units upstream and downstream
of the cost center manager in question which have the resources or
responsibility to assist the manager solve problems defined during review
proceedings.

• The review's stimulate corrective action
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The following exhibit provides an example of a perfonnance report. It
relates to a work plan for primary health care in St. Elizabeth Province in
Jamaica, \vhich incorporated 47 targets spread over 6 cost centers. The
table indicates the statlls of targets in terms of direction of variance rather
than magnitude of variance. The symbols key follows:

•
Under target (-)
On target =

Over target +

ST. ELIZABETH. Dr.
r~port@d on re~ult~ for

Paula Elster, Medical OffIcer of Health.
thE' fir s t q u ~ r t ... r·. ~ umm a r' I z ... d a :: f c' 1 1 0').1:: :

Ouar ter Endina 30/6/'C'7
No. of

COST CE~l"'i='E Taroet~ ( -) = +--
ADt1INI STRATI ON 11 8 3
l"lATERNAL CHILD HEALTH 9 2 4 3
CURATIVE SERVICES 6 1 5
DENTAL SEF-VICES 6 2 3 1
EN'J I RONt1ENTAL HEALTH $' 7 2
SUPPORTING SER\.-'I CES 6 2 4

•

•

• 47 22 '")1..... 4

•

At the time of our Review, Dr. Elster wa~ not ablE' to report on
expenditures for the first Quarter of 1987-88. As noted above,
th'? St. El izat,eth Primar'Y Car'e Team r'eported that it is "on" or
"over" in 25 of its 47 targets, an overall percentage oi 53 %.

Dr. El::ter provided a schedule of target~ for the second quarter,
but the review was held too early in that quarter for a report on
e~timated results.

BEST AVAILABLE copy

explanations for per~ormance

~t technIcal staff time to
a medical records officer ana

vehicle log book= and dental
d -=- 1 i v '? r I n 9 rTi '? : :: 0-. £ -=- = by rTi C' t C' r
tho:> instC\lla.tlc:l 0+ radiO
in-:'?rvlc~ training for- the

Dr. El:ter'~ report provided
shartf~.;is, including diversion
clerical ta:KS in the ab:ence of
dela;... s in the delivery of motor
e .:< U I ~:T: e" t . A: m'j c ;-, tim'? i ~ was ted i n
vehIcle, Dr. Elster reccmmended
cc~munlc~tlon:. Sh'? also recommended
m05quit~ centrol ~taff.

Al thcu;-, it did nc,t e:tat·l ish miC::,oJlfery CC'JerC<.ge as a gQo-.I, the
St. Ell==::eth Te2,:7l is con-:erne~ \All th the "looJ" birth reglstratlc:I
r ~ tiC' (::: ~ i n 1 ~ :: .;. ) a n ~ t ~, e H 1c:.,.)" p r -: ~, 0 r tlC';-' 0 t t h '? :: ere '; 1St erE- d
b I r ".: ~ C ~ ; I 'J ere':: l') I t h t h '? a:o SIS' tan ceo f t r 2. I n e r:::: s t :;. f f • [i r. E i s t e r
attrl=-~".:eC tlli: :1 tU2tlc,n to a shc,rtag-=- of mICwl'Je-::.

•

•

•



© 1996 Edward Anthony Lehan (Excerpt· drawn from .\fJl1J7/~fIed

(jo\'e/11l11el1lal Rlu/getm,!!., Manuscript of Revised Edition)

A NOTE ON WORK PLANS

Effecti....e budget implementation depends on the inteh,rrated emplo:lnent of l)
budgetary accounting 2) work plans, and 3) periodic fonnal petfonnance
reviews. This note concentrates on the constmction of Work Plans. the second
component of the budget implementation triad.

Petfonnance responsibility is best secured by the fonnulation and execution of
fonnal Work Plans, periodically reviewed and updated. Although they have
proven merit at all levels of government organization, the preparation and
execution of \Vork Plans are especially useful at basic levels of organization and
supervision, the points of service and product delivery.

Work Plans provide a foundation for periodic fonnal Petfonnance Re\iews, an
indispensable inhrredient of results-oriented budgeting. By tracking pro~rress, the
work plan-based review process pennits the implementation of timely correcti\ e
action to ensure goal attainment, if possible, in all cases of impending failure to
reach stated targets set for the period in question.

The fm/lire to formulate Work Plans, and 10 conduct perlOdic Pe,.-fc)rl11Gnce
Re\'le'rt'.\ thereon, represen/.\ (J ver:.v serums management dc,!lclenc.r.

I » The preparation of a Work Plan, and the expenditure requirements to fund the
activities and/or tasks set forth, represent the final step in the process of
fonnulating and documenting a results-oriented budget, that is. a budget
fonnatted to link input to indicators of production.

The steps preceding the fonnulation of a Work Plan. and its ~lSsoclated

expenditure requIrements. should clarify the problem to be addr~;:;scd by th~

Wor" Plan. state the !.!Oal(s) to be attained. identif.... collaborators and an~cted
~ -

panIes and specIfy the conditIons of petfonnance. If the prec.:dlI1~ steps arc
properly executed. Work Plans. and the associated expenditures. \\ ill ha\ c 3

fiml programmatic justification. The procedures for th~ fonnubul)11 of \\'ork
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Plans. and the associated expenditure requirements, are displayed in the following
exhibit:

General Procedures For Formulatin2 Work Plans and Bud2ets

I) Identify work actiyities/tasks assih'tled to each cost center.

2) Identify and quantify desired output(s) units associated with activities/tasks

3) Detennine and list the input units (work hours, kilowatt hours,
square meters/feet, mileage, etc.) and other resources
(e,g,: contracts) needed to attain the estimated number of output units.

4) Estimate input unit prices.

5) Multiply the required input units by their unit prices.

6) Price the other required resources.

7) Detennine the total cost center allocation by adding all cost components.

8) \Vhere applicable, calculate unit cost or cost per unit of output.

•

•

•

•

•

»

9) Where applicable, calculate output units per workhour or workhours
per output unit, and any other pertinent perfonnance ratios.

The following exhibit displays the desired tendency of selected ratios:

Cost per unit of output should go DO\VN
Output units per cost should go ,. UP
Staff time per unit of output should go ., DO\VN
Units of output per staff time should go .. UP

10) Compare all ratlos to past and current experience. If compansons do
not show 1TI00ement II1 the desired direction. review production
techmques and associakd inputs, seeking impro\ emcnts in productl\ ity
and or 10\\ er input cost or \vork hours.



At minimum, Work Plans embrace the following elements:

• Acti\,;ties/Tasks

• Etfort (Workhours, and, if available, costs)

• Outputs (Targets).

• Checkpoints (Milestones)

• Perfonnance Ratios

Schematically, these elements can be arranged in the following manner:

)

ACTIVITIES/TASKS

1. Activity/Task (Work Hours)
Cost
Output
Perfonnance Ratios

/
/

N. Activity/Task

Total Workhours
Authorized Absences (Hours)
Total Paid Hours

Total
Period 1, 2, etc --> Cost

Total
Hours

T\'\.'o versions of a sample Work Plan are displayed belm\!. Altemative "'A"'
displays data discretely, quarter by quarter, providing totals in the last column at
the right. The second version, Altemative '8," is based on the same quarterly
data. but displays the data cumulatively, with each quarter's data added to the
priorquJrter Consequcnt!y,-each quarter provides a year-to-date totals, With the
last quartcr's figures also serving as the year-end total.

If possibk, both fonnats. the discretc quarterly totals and th~ Clll11 ulat1 \ ~ year-to
date approaches. should be used simultaneously to prm id~ maxImum lllsight
dUring th~ r~\ ic\'. process.
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The sample \Vork Plan identifies reading proficiency as an activity/task in a
primary schooL desib'1mt~d as Alpha Primary. As noted. this Work Plan could be
expanded to also incorporate additional activities and/or tasks, serving to mark
Grade Four as a comprehensive center of perfonnance. responsibility in the Alpha
Primary School.

ALTERNATIVE "A" (Data displayed discretely by quarters)

'\LPH~ PRI\f~RY SCHOOL Gradc Four Worh..nlan

I ACTI\"ITlESITASKS 01 02 Q3 Q+ Total

1 RcadIng Proficlcncy

Cost (dIrcct $) 4.000 12.000 12.000 12.000 40.000

Tcachmg TUllC (hoursl 144 432 432 432 1.440

Pupl1 Time on Task (hours) 3.6(}O to.800 11.800 12.800 39.000

TOTtrT (hours) 25 (} 25.0 273 296 27 1

CosL'1T (S,11OUr) 27 78 27.78 2778 2778 2778

AbO\c RcadIng Noml (0;.) 700 75.0 79 (I lG 0

~ Other ActIYitIes. ctc *

Total Work. Hours 144 432 4~"l 412 IA40-'_

Add Authorw:d Leayc (hours) 36 36 -,( , 36 144

Total Paid Hours 180 .f68 468 468 1.584

•

•

•

•

•

* LIst addItional actIntlcsltasks. mcludIng related supponmg serYlces charged to the cost ccnter but nOl casll\
or accurately asslgnablc to thc programmatic actlYltlcs and/or tasks

As demonstrated by this sample, Work Plans should incorporate perfonnance
ratios. or standards. whenever possible. Indeed, unit measures. such as. unit
cost. cost per unit, output per workhour or workhours per unit of Olltput proVide
the \ ery strongest foundation for work plans.

\Vork Plans can be organized by periods other than quartt.:rs. !l1onthh·. for
example.



ALTERNATIVE "8" (Data displayed cumulatively, providing year-to-date
totals at the end of each quarter)

G F \V k IALPHA PR]~IARY SCHOOL. r:lde our or ,plan

ACTIVITIESrrASKS Ql Q2 Q3 ~

I Rcadll1g Proliclenc\'

Cost (direct $) ~.U(}O 16.{)OO 28.0(){) ~().O()O

Teacillng Time (hours) I~~ 570 100S \A~()

Pupil Timc on Task (hours) 3.600 I~AOO 26.200 39.000

TOT,TT (hours) 25.0 250 260 27.\

CostrrT (S/hourl 27.78 27.78 2778 27.78

AbO\ c Rcadlllg Norm (%,) 700 75.0 790 82.0

N Other Actl\ illcs. ctc *

Total Work Hours 1~-+ 576 l.OO8 lA~()

Add Authonzed Lcayc (hours) 36 72 108 1~

(

Total P::lId Hours ISO 6~8 1.1 16 l.58~

* LIst addlllonal aClI\ Illcs/tasks. Including relatcd suppon1llg serYlces chargcd to the cost
ccntcr blltnot easIly or acclIratcl~ assIgnable La thc programmatic actl\ IUCS andlor tasks

»

Also please note that work time fonns the basis of Work Plans. Work time can
be calculated by hour, week, month or year. As it reflects time-on-task. worktime
embraces all fonns of effort, regardless of payment concept, including that of
staff, whether pennanent, part-time or temporary, overtime contributions, and
time of contractors, if used. In contrast, paid time fonns the basis of budgets.
Thus. at the bottom of the sample Work Plan. these two different concepts are
reconciled with the addition of a calculation of "authorized absences. tI This
usually includes vacation leave, sick leave, holiday pay_ etc.

Ine\ itably. \A":ork Plans require adjustment as the work proceeds. As dynamic
documents. \Vork Plans should always register the best current estImates of
\....orktllne commitments and output deliveI)' dates. Therefore. Pcrfonnancc
ReV1C\\ s prO\ Idc an 0PPOl1tmity to assess pr0t-Tfcss. and. if nccessary. adjust
future \\ ark time allocations. exp~cted output. and. perhnps. Ollt put dell\ Cr)'

dalCS Th~se [\~\ lC\\ s \\ ill pro\ ide the gO\ t:nlmcnt \\ ilh sequential 0PP0l1lU1ttleS
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to ensure goal attainment by encouraging, and/or authorizing timely corrective
action 111 those cases where results are falling short of expectations. Frequently,
the accountable officials will find it necessary to assign additional assistance to
lagging activities, drawing on the unallocated work hours provided for such
contingencies. Where lagging results reflect deficient inter-agency collaboration,
also a common occurrence, corrective action will probably require the active
intervention and assistance of accountable officials. Additionally, Perfonnance
Re\·iews tend to pinpoint recurring productivity problems - problems which can
only be solved by systemic changes in assignments and/or operating procedures.

\\Server\public\PROJECT\budget\handouts\mar97\English\workplan.doc
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"Implementing and Monitoring the Budget." Chapter 6 from The Ooerating
Budaet, A Guide for Smaller Governments by Juliet Carol Powdar. Government
Finance Officers Association 1996.
·Copyright 1996. Government Finance Officers Association. 180 N, Michigan
Ave, Suite 800, Chicago, IL 6060~_. Reprinted 'Nith permission.

Implementing and
JV1onitoring the BZldget 6

Momtonng progress towards service I'-
objectives f;i'.

. :,'~. ~~ur .t~:e.~e~ ~: ~U~g~:t:~r~~~~t:~:~~~ ~;;;,:;.•j

Position control

In This Chapter

,',
t>

[~
r,'.
~';
I'
~"

Transferr.ng funds among budgeted items

Budget Implementation

Monitoring revenues

Expenditure planning and reporting

Once the budget has been adopted by the
governmg body. it is the budget officer's
responsibility to implement the budget
Expenditure planning and reporting plays an
imPOrtant part in the monitoring of the budget, .
as the budget officer or a designee becomes
responsible for developing quarterly or monthly
projections of expenditures. Periodic reporting
of acn.::l1 expenditures against the budget must
be mace. and corrective measures. such as
transferrmg funds from one activity to another
or curtaihng expenditures not essentlal to
maint~.ing the most critical senices. must be
effected If a depart:":1ent exIubits a spendmg
rate higher t.'-lan anucipated , ...ithout a good

I. ) cause.

A brge percentage of the budget involves payroll expenditures. which
mea.'"!s that pOSltlon control ts an important aspect of budget control.
Establlshmg a formal posltion and P:lY plan is critical to mamtaining
budget control over expendin.lIes, ~lorutoring of expendirures should
invol\'e not orJ:; er:.forcl.,;g fuc:::.l con~ls but also ensuru:g that plall.'1ed
\\'or;'; s::-::tte:;:es are be1116 completed. :'lonitoring progress towards sen'lce
o!::;Jec:.:','es acco:T.plLShes this tJ.sk.

The seC'"...lOns below det.1il the steps involved in implementi.::; and
mOr'..:~onr.'g the budget. BEST AVAILABLE copy

Budget Implementation

The ::e;-~~...'".'::":;; of a fLSwl year sets into motion t..'1e implementation of :'~e

be;;-:: ::ca?tr -: b:; Ll-te le;-..s:a~.,.e body. Spep.di'1g li..-nits established
t..j..'..'·C·1;~ :.~e a;;;;:vpr;a:o:1 orc:lir.a.r.ce yussed by the le;-.sla:::ve body IT:U5t

be er;.'ered 1.":'0 L~e 2.ccot.:r.~; records so d1at effeC'J.\'e accoLU1tin:; cont:ol

Si
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can be establIshed. '10 efTecuyely momior the unplemenr.auon of the
budget. the budget officer should:

work \\1th departments to establish monthly or quarterly spendmg
forecasts and momtor progress against them.

report actual expenditures compared to detailed budgets.

review and make recommendations to the legislatlve body on
departmental requests to transfer funds among appropriatIon
iterrs.

monitor payroll expenditures.

morutor progress toward the achievement of sernce objecti\·es.
and

inmate procedures necessary to adjust budgets to reflect changes
in revenue i1\'ai]ab I1lt:y.

These specific aspects of budget implementation are discussed U1 this
chapter.

Expenditure Planning and Reporting

The budget officer or other staff member assigned the responsIbIlIty of
morutori.11g e:-.:penditures ' ...·orks ,...,th departments to develop quarterly or
monthly projections of expendItures. Actual e:\l'enditures then could be
plotted against these estimates. Should a department exhibIt a rate of
spending hl~her than antIcIpated in the plan \\1thOUt good c?tlse
correcUve measures should be adopted unmedrately. Such me'!.$ures may
involve transfemng funds from another actmty. re\"15U1g work phns.
reducrng the senice objective. or curtailing e:\l'endltures not eosentra1 to
maintaIning the most critical services.

Developing the E:\.-penditure Plan. The expendIture pl.m C:ln be
developed based on each departnent's hJstoncal pattern of expendmm"s.
adjusted for any special consideratIons related to L'1e current year bud:;cL
E:..:tuba 23 can be used to help develop uw hlstonc::u d::.t.I neel:ed (,-,
make the plan A Simple detalicd procedure for a quarter!y pb.:l kt'~.t!d to
Extublt 23 IS descnbed below

Step /: The Budget Officer Prepares the Baseline PIWI

1) ObtQln <lc:u:li <1uanerly expenditures for prenolls fi\ c ye::.fS :::.r.J enter
L'10se a:r.our.ts m the appropnate columns,

2) CGr:1~)Ute pf-rccnt of total expenditures m::lde In eJ.cI1 lju:::.ner of ~';}ch

Esc.:::.J ye2I Fer t:.\J.mplt>, L'1e ?e;c~nt for :..'-1e Erst qu:mer of 190!
would be computed '1.S :3250 - SU:S =:22 percent

3) CCJ~?L;te !"''1e T:",p-ye3.J Ll\erJ~e percer:t expr!!1d·.:J ...'1 cac.'-1 q"2.r.cr fur
ex~pje. L'1e J.\'f'r3;e for the fu-st quarter would be cO;.:puted .1.S

~fS1AVA~ABLECOPY
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Exhibit 23
Expenditure Planning Worksheet

(in thousands of dollars)

Department: Police Total
ServiceiFunction (Activity): 1st Quarter 2nd Quarter 3rd Quarter 4th Quarter Actuall

Patrol Actual % Actual % Actual 0/0 Actual % Budget

l'
Historical data:

FY1991 $250 22.0% $312 28.0% $313 28.0% $250 22.0% $1.125
FY1992 275 23.0 325 28.0 312 27.0 263 22.0 1,175
FY1993 275 23.5 313 26.0 325 27.0 275 23.5 1,188
FY1994 300 240 325 260 337 27.0 288 23.0 1.250

~
FY1995 313 240 350 26.0 362 27.0 300 23.0 1,325

Computed average ("!o) 23.3 268 27.2 22.7

Adjusted average (%) 240 26.0 27.0 230

1996 Expenditure projection 360 24.0 390 26.0 405 270 345 230 1.500 I

Adjusted base budget 330 240 357 26.0 373 27.0 315 230 1.375

Estimated deviation 13 30 40 42 125

Final expenditure plan 342 388 412 358 1.500

I•
I
j
1,
j

j
I
I

(250 + 275 + 275 + 300 + 313) - 56.063 (sum of five years
actual;budget column) = 23.3 percent.

4} .-\djust the computed average percents for obvious trends. For
example. while the first quarter i3.\"erage expenditure is only 23.3
percent. the trend in most recent years (1993. 1994. and 1995) has
been close to or at 24 percent. Thus. the expected percent is adjusted
up to 2 -1 percent from the average 23.3 percent. For a similar reason.
the e:-.:pected percent for the second quarter is adjusted down to 26
percent.

5) Apply adjusted avera~e percent to current-year budget. For example.
\\1th a budget of S1.5 milllon. the expected expenditure for the first
quarter IS .24 x S1.500.000 = 5360,000.

Step 2: Adjust Jor .llajor Anticipated DeL"iatiolls

n1~ r..l\,· exper.dlttlre proj,'ct:on based on lustoncal trends also must be
adjusted for any major l~xpE:ctcd devlauons from past trends. For eX3..l11ple,
a number of new POSlUOr.S may be m the budget, but It 15 anticipated t.hat
the\' will nut be fl1~t:d for se\ c:-Jl mont.l-t.s. Tn15 sltu~Uon would cause the
expenditures to de\'w,te trGlTI P3.St trends. To calcuJale the unpact of
ar.t.:cpatec d~\ lauons on expendIture proJectlOns. l~e followmg steps may
ce taken

1 ~ POSSIble CC\'la:lons ~:'0uld be d15cu.s.sed \\1th the dep:lT'".ment head.
and :''1e J·.)Uar valt.:c: snou:d be qua.Ilufied. For cxa.'11ple, three new
POSiUOr.S ::it S3U.00(J plus e:-,:penses equals S125,000. Remove these

i:1£ST AVAILABLE COpy
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Exhibit 24
Report of E~pendituresAgainst Quarterly Plan

(in thousands of dollars) .

• 1 2 3 4 5 6 7
Planned Over Percent Unexpended Percent

Annual through IUnder) Over Balance of Budget
Department: PolIce Budget 1st Ctr. Actual Plan IUnder) Total Budget Expended

Services:
Patrol 1.:CO 343 310 (33) (9) 1,190 207
CommunIty Servrce 500 250 262 12 5 238 52.5
Total 2,000 593 572 (21) (4) 1,428 28.6

:' .

-.-_.
".~•.~:

•

•

•

•

•

•

e

•

speci3.1 amounts from the basic budget and recompute the percent by
quarter based on the adjusted budget figure. For example. the 5 1.5
rrullion budget is adjusted to $1,375.000 because of the 5125,000
reduction for three new posiuons. (See the adjusted base budget row
in Exhibit 23.) i\ew amounts for each quarter are computed.

2) Estimate and spread the effect of each de\iation. For example. the
amounts esti'11ated for the three new posIuons are first quarter
512.500. second quarter 530,000, tlurd quarter 540.000. fourth
quarter 542,500.

3) Add the adjusted base budget and estimated de\iations to obtain the
final expenditure plan.

Monitoring the Plan. The expenditure plan is a monllonng deVIce.
Actual current-year monthly or quarterly expenditures can be reported m
relatIon to the plan. Sigruficant deviations could Slgn3.1 problems that may
create fiscal difficulties for a locality. ExhibIt 24 presents a departmental
quarterly report format using an expendIture plan. It can be used in the
following way to compare actual e:\-pendmIres against the plan:

I) Detemlll1e amount over (under) plan: subtract COILlilU1 2 from column 3.

2) Determine percent over (under) plan: diVide colum.'1 -1 by colunm 2.

3) Determine unexpended balance of total bud~et· subrT3ct cohunn 3
from column 1.

41 Determme percent of budget expended. m\lde cohu~1.'1 3 by coilmffi 1

It IS imporunt to note that thIS process wIll work \\ell .mly If lIl\'OIces arc
processed promptly ewr:; year. If major "hold backs" or Jcbys occur. the
accounnng system wlll not reflect the urrung of lJ..lbl1lUcs accurJtely.

Periodic Reporting of .-\ctual Expenditures :\gainst the Budget. .-\t
leJ..'it montl"'Jy. a report should be prepared showmg expendItures m:lJe
cC:::;:JJred t~ the det.uled budget :\ sample of such a report IS presented
m ExbbIt 25 The da~ for t~e monthly bud;et rq:;ort should be dr.lwn
frorr: L'1e 10c3.1tty·s accouI1t..:.r1; system. ar.d the str'.lcture of t."te report

BEST AVAILABLE COpy
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E:::hibit 25
Monthly Budget Report

Budget C:ltegory
Department: Police Expended Expended Unexpended % Budget Outstanding
ActiVity: Patrol Budget This Mo. ThIS Year Budget Expended Encumbrances

Salanes and wages 900,CeO 100,000 500.000 400.000 55 0
Fnnge cenefits 100 DCa 10.000 60,000 40.000 60 0

Contractual services 100.000 20.000 40.000 60.000 40 12.000

Supplies ana matenals 75,000 5,000 50.000 25,000 67 10.000
Equipment 50,COO 0 10,000 40,000 20 30.000
Total 1.225,000 135,000 660.000 565,000 54 52.000

"fS
1, ...~.~
.. ·i ..• ..
:10 .".i -~

l'::~ 
f; r---------------;

i
I

,)

should correspond precisely to l"le budget classificauon structure used in
the budget document. The repon presents the followmg infonnation:

the budgeted amount.

the amounts expended for the month.

the amount expended for the year to date,

the prior year amount expended to date,

the percent of budget expended to date, and

the total of :l11y outst:l11dmg encumbrances.

Formal Allotment Systems. In larger localities. a fonnal allotment
process might prove a useful tool for budget control. L'nder this system.
specific pomons of a department's appropriation are made available,
usually on a quarterly b:lSlS. For exarnple, if a department had an
appropnauon of S1 mullon. only 5300,000 might be made available or
allotted to it m l~e first quarter of the fiscal year. L:nlike the expenditure
plan. however, the allonncnt IS a direct control device. Funds cannot be
expended m excess of the allotment. Specific action to increase the
allonncnt would be reqwred if a department WIshed to expend more in a
quarterly penod th::.n had been allotted, und l~e increase would require
the budget oillcer's appro\·al. Overly strmgent use of allotments. however.
can hamper an '"-gency s !1eXlbi1l~y and abilIty to be efficient.

Transferring Funds .-\mon~ Budgeted Items

The bud::;0t o::!c~r should cnsu;(' L~at funds arc spent only :lS aUL"lonzed
b:; L'1c apprGrr.:.:.~:on ord:''1:lncr; 01Jnges In the Irl:ll1ner In which funds
are spent should be for.:;J1ly re\'lcwed :lS amendments to the appru\'ed
bt..:csct. Tn~se arr:cnd:;;cnts m:lY mcludc such aC!lons as

l~':~f?2..5'..:':- L"'"i b·~:~~':·!.5 :-,=·~ul:l.r:~ f~~m L'"":'~ Jpprnp!'1J.tlon of aJd:~ona1

fl1..... c.:.':.2..:--.c BEST AVAILABLE copy

.. '. ItO
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decrc:ISes m budgets rcsulung from reducl.1ons to avoId budget
deficIts.

If Ll-te level of appropriauon has been set too low (perhaps at the minor
object le\'el), the budget office may spend all its tIme on processing
budget change forms. A suitable level of appropriation would grant
flexibility to program managers.

Transfers. Budget transfers may be required for several reasons. First it
may be necessary to transfer funds to departmental operating budgets
from reserves for emergencies or central budgeted accounts for salary
adjustments. Second. transfers may be needed to move funds from one
department or activity to another to reflect a realignment of pnontIes or
objectives. For example. an especIally hard \..:inter might make it
necessary to transfer funds into a snow removal acovlty from parks
mamtenance. Transfers among major objects of expendIture mthm a
department or activity may be needed to adjust budget estimates to meet
actual operating realioes. :\laJor transfers may make It necessary to modify
expenditure plans.

Budget transfers should be in complIance \\ith a budget transfer policy,
which should be established and approved by the legISlatIve body. A
hierarchy also should be establIshed for authonzatlOn of the budget.
transfers. :\lost of these transfers should be re\1ewed and approved by the
budget officer before they become effective. In some cases, these transfers
also should require approval of the chief execuU\"C and or the Je~slatI\'e

body. for example, transfers among items speclnpc! in the appropm.oons
ordmance should requrre leg1slative appro\·al. In these cases. the budget
officer should review the proposed transfer and make a recommendatIon
to the chief executive and/or legislative body. In some localItIes. n0.nsfers
of funds between minor objects \\ithin the same major object of
expenditure are permItted \\1thout necessarily gOing thraur.::h the budget
officer and/or the chief exeCllUve and the leglSlatIve body for example,
expendIture o\"erruns in post:lge offset by a surplus ba.llmce In off:ce
supphes at the end of the year may be allowed. Conversely. expendIture
overruns m personal services should not be auwmatlc:l1iy of:~et b:. a
surplus ba.lance ill c:lpit:l1.

A standard fonnat should be used to tr.msfc:- fU!ids .:lmnr.; Dw"::':",cd
Items..-\ pOSSible format 15 presented m L-J-ubIt :2 6 In tilt' l'.\..lmp:e
presented. funds are bems tr::.nsferred from L'lC pub!:c wor!..::; depar.ment
suppIJes lme Item to t..l"1e supplJes lme Item for pJIks :lnd reCil'':-:t.Or..

TI1e form. m most C:l.5es. WlJi be lrut.::lt::d by L'll: oper.mng d~·pJ.rml('nt

sCI-!\:ng :,'1,= tr....r.~fer The re:lSon for tht' t~r:"fl'f as \\f'll :.l.S Uk reJ..Son the
funds we 3.\"a1l:lb!e to be tY:l...'lsferred should be st.:.ted InC:l:c.i:n~ ~"p

sect.1on "re:ISon fu.::d" :J.';aJlJble·· forces.:. Jusllfic.J.uGn for ,,\n:: t.he funJs are
IJ:;:r:; Idle m a dep:lr::nent's budget. 'Ilk' form should be Jppro\"Cd by the
appropnate or1iwJs (1 e , budget officer. finll.J1ce dl.fcc:or. and. or duef

IJ.fsrAVAILABLE COpy
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Exhibit 26
Budget Transfer Journal Entry

Date of Request:

Transfer From:

Department: Public Works

Account Number:

Account Name: Supplies 5350.00

S350DO

(

Reason Transfer Needed:
To cover ccst of su;:"i1es (sporting) needed for department's fitness program

Reason Funds Available:
Funds Initially buc;;e:ed In department's budget but Parks & Recreation could
purcnase the Items cheaper because they place bulk purchases.

Transfer To:

Department: Parks & Recreation

Account Number:

Account Name: Supplies

Requested by: _

Approved by:
Budget Officer _

Finance Director

Chief Executive _

Date: _

Date: _

Date: _

Date: _

Date Posted _

NoYesCouncil Action Required
If Yes, Date Approved _
Date Disapproved _

Posted By _

eXCCUU\·eJ. LegJslauve approval also should be obtained where necessary.
.-\fler cpproval. the entry should be m:lde m the accounting and bud~et

records. (The form tn E:JubIl 26 becomes a budgetary journal entJ}'.)

As a C'Jb"::n::tt.:on to the I)pemtln~ bLld~et process. the bud;set officer
should reCCIve PC!T.;L5SlOn from the gownung body to "clean up the
booKs' by mJ.kmg t::":l..':.sfcrs from ~ccoLlnts v.,th surpluses to aCCOl.:nts Wlth
defies. Tne budJet officcr also should be required to report to the
governL'1g body where the money for the transfers came from ::tnd how
Ll-J.e mone'; W3..S used.

BEST AVAfLABLE copy

Increasjn~ and Df'('reasin~ the Budget :\et mcre3..Ses and dccr~'J..Ses to
L'1e bc:d:::e: s:10uld be rl";lc'.,,:c1 :mc1 J.pproved by L~e budg':t officer. L'le
ch.:ef ':X~(","::J'.'e. ar.d c.'le 1t:8,SLiu';e body Trus rule should apply to all
types 0: ~:..lc;et lr.crC:l.Ses ::tnJ decre~es Tnese r.1J.Y mdude

//1-
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increases resuillng from unexpected grant funds or additIOnal
revenues becoming nVallable and

decreases resulung from the need to reduce appropnatlons to
keep spendmg \\1thm available revenues.

\ \ ben such actions are taken, the budget should be adjusted at the
appropnate level of detail (i.e., program. depamnentiacuvIty, or object for
the budget unit affected).

Position Control

An important aspect of budget control encompasses detailed control over
payroll expendItures, This categol"}' of expendJtures typically comprises a
vel"}' large percentage of a local budget. The most effectl\'e way to
exercIse control over these expenditures is through a fonnal procedure for
posiuon control.

Position control is a system \\ihlch ensures that each employee whom a
locality adds to its payroll on a pennanent basIS is hired for a posItion that
has been approved and budgeted, and the rate of pay for the position has
been approved by the legISlative body Within u.1e context of a localltywide
pay plan.

r
I
1
1

I
t
j

t
~
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•
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PosItion control consists of the following steps:

establishing a comprehensive list of jobs (positIOns) for all
departments (a position plan),

establishing standard rates of pay for all similar jobs or positions (a
pay plan),

budgetmg funds for approved pOSItIOns.

hInng persons into approved positions (filling poslUons), and

modifying the position and pay plans in an orderly manner

Establishing the Position and Pay Plan. To estaLli.sh the pC's:tlOn plan
for a locality. a comprehensp,;e list of all jobs should be prepnred ThIs lISt
could be developed by the department heads b<lSed on current Jobs. For
each Job. the following Items should be specwt'd'

a descnpuw Job utle for each posltlOn.

a full descnpuon of the dutles to be perffJnned by 2nd C1C

respol1Slbultlc:s of e::tch pOSItIOn, and

a statement of the educatlon, sluEs. and t'xpenencc net'Jcd for
each pOSIt.lOn.

Tms L"lfonnatlOn should b" r('\'lewpd by t.ilC tutiget. effict:'. c..~lcf

ext'Cl:..;','e. or person:1el officcr L"l o:-der to COO,Gmatc desIT:puons of
SL'T.l1.lr POSltlOns ac~ss depan::-:cr:taJ lmes. er.~ure that. a] mfo;::1:lt10n IS
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Exhibit 27
Sample Set of Salary Ranges

Salary Steps
Salary
Range Minimum Maximum

Number Salary Salary
1 2 3 4 5 6 7

Weekly 5308 5323 5338 5355 5373 5393 $413
Monthly 1.333 1.400 1.470 1.538 1.615 1.700 1.788
Annual 15.990 16.770 17.550 18.640 19.370 20.410 21.450

2 Weekly 323 338 355 373 393 413 433
Monthly 1.400 1,470 1.538 1615 1.700 1,788 1.875
Annual 15 ;'70 17.550 18.640 19.370 20.410 21.450 22.490

3 Wee"ly 339 355 373 393 413 433 455
Monthly 1 470 1.5::8 1.615 1.700 1.789 1.875 1.973
Annual 17.550 18.640 19.370 20,410 21.450 22.490 23660

4 Wee~ly ~~- 373 393 413 433 455 473w_::l

Monthly 1.539 1.615 1.700 1,7S8 1 875 1.973 2.040
Annual 18.540 19.370 20,410 21.450 22.490 23.660 24.830

5 Weekly 373 393 413 433 455 478 500
Monthly 1.615 1,700 1.789 1875 1.973 2.040 2.168
Annual 19.370 20.410 21,450 22,490 23.650 24.830 26000

6 Weekly 393 413 433 455 478 500 525
Monthly 1,700 1.788 1.875 1.973 2.040 2.158 2.275
Annual 20,410 21,450 22.490 23.660 24.830 26.000 27.300

7 Weekly 413 433 455 478 500 525 553
Monthly 1,7e8 1.875 1.973 2.040 2.163 2.275 2.393
Annual 21,450 22.490 23.660 24.830 26000 27.300 29.730

8 Weel(ly 433 455 47 3 500 525 553 5S0
Monthly 1.875 1.973 2.040 2168 2.275 2,393 2.513
Annual 22,490 23660 24.830 26000 27.300 28.730 30160

• presented in a comparable and correct format. and ensure accuracy in the
stJ.tements of dUDes and qualifications. lne descnpuons should also be in
compliance \\ith OCCl..lpaconal Safety and Health :\dministration and
Amencuns \\1tb Disablhues :\ct (OSH.V.-\D:\) reqwrements.

Once L:'e prJSiUO:1 plan 15 established. pay rates for each posltlOn can be
assl~ed S~i.lry scales for slml1ur p0sluons ShOll1d be the same. regurdless
of L"le department In WhICh the pOolUon is located..-\ good way to develop
Ll,ese pay rates 15 to re'. lC\\' salaries ?::ud for Similar posluons In other
JunsdlctlOns.

It also IS tieslr.lbie to :l55:~rn a sJ.lJ.I:; r.:nge to each p051Uon T;l1S mems
that a r.:u:.:;e of s~l.ln~s. :;-1]:;, a rrun:mum to 0. mO..:umurn. should b(~

:lSsl';TIE.'d to t'Ll.':.."l posl'..:on T'lc full ~~t of salmes IS culled L'le "S3.la:-:;

rJr.ge.·· EJ.c.'-l s:Jl~: \\l:.1'.:n :..~~ r~:;e IS c:J.lled l.l sG.l:rry ~tcp. Typ:cG.l!::. fi';e
or ~L'I: SJ.L.I~: ~teps. e3c.~ ,:,~~~u\.':'i:'1:ltc!y :5 pt'fcen~ h:;her than L1.l'
p:-ececi:.::; S:C? J.re ~~:';:--.."~ :0 c3.ch pOSiuon. E0:c:~ :2 7' 5ho\"s ;] ~3..~ple

set of sa1a;:: l""...ngC's.

BEST AVAiLABLE COpy
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11115 approach IS helpful because it provides a c1e:lr line of progressIOn for
each employee. Salary ralSes resulting from good performance and/or
semon!}' would mvolve the movement from a lower to a hIgher step in
the salary range. \ \ ben a cost-of-living adjustment is pro\'lded. the enUre
range is increased, With pay for performance plans. salary ran~es exist for
posItions but steps are elimmated. as a range of merit increases could be
offered to an employee based upon performance.

Budgeting Based on the Position and Pay Plan. Budgets for salanes
should be based on the position plan for each department. \ Vhen the
budget tS bemg developed, each approved pOSItIon should be listed In

support of the budget request for salaries. (See Chapter 5). ~e\.... positlon
requests should identify the position title and proposed salary range.

:\lodif::ing and ~laintainingthe Position and Pay Plan and Related
Budget There should be a provision for the personnel officer. if one
exists, to pro\'ide some revIew of the appropnateness of the requested
action, All personnel actions are reviev,:ed by the budget officer for fiscal
impact or availabili!}' of funds before bemg forwarded to the cluef
executive and/or legislative body for re\".ew and approval. It should be
noted that certain personnel aCUons. such as abolishmg a position or
fJ.1lin~ a posiuon at a lo\\'er salary than budgeted. need not go to the duef
executIve or legislative body for approval unless special CITcumstances
requITe their involvement. such as the abollshment or change in an
actlVlty or program, The creation or reclassification of positions. howeyer.
must be approved. \\'ithout an effective revIew and approv.:U p;-ocess for
the establIShment of new posltlOns, unwieldy budg~ts \\i!J resuJt,

In the review of all personnel actions. the major issues are to detemune
the followmg:

whether the position in quesuon is authonzed by the It'~latI\e
body by reVle\\1ng the authonzed depanmcnt.:U posmon llSun;.

if the reg'uested personnel change l.S Jusufied by re\'lt'wm,;: L~c

department's work program and current demands for ser.'lCe. _md

the fisc.:lllmpact of the requ~sLed pt'r5onnc! :lCuor.~

The fiscal Impact assessment needs to t.:..~(' account of the It"'\ ",1 of ::.;;:cilL~

in L,e department's personal ser.'1CCS buJ:;e~. delerrr.~lc \\ hec.'er :l

tr';l.n~fer of funds is mvolved, and spt.'c:fy l~e source uf :.n:; fur:ds L'1at :lIe
t"r:lnsferred.

:\lonitoring Re\'enues

Rc'. "nues. as well :l.S eXpi:'r:CltIlreS, shOUld be rr.on:tored, e~L"cr on 2
mor::.~jy or c;u,J.J;:cr!y b35IS, m rc:buur: tJ :.~~ hud~"'t ,-\(:::.::.1 ~':ce:pL:; ~o

Gale should be comp:lIed to the bud;:;t 5 e~~:r.ated .:,....,:ounL:; for L,e :,J.r:":C

penod. If receIpts are Jilbo'l!1g. steps should !Je taken to readjust ~venue

fNfsr AVAILABLE COpy
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I estlm.... tcs for the rcm:lIndl'r of the year, .-\ parallel adjustment In budgeted
expenditures also ml~ht be necessary to a\'oid a deficit or exccsslve
surplus. The cause for revenues laggmg behind estimates may be that bills
were not sent 10 a tunely manner or that the state government is lagging
in the release of grunt funds or shared revenues, Such problems should be
identified and corrected,

Ie
!

Like expenditures. revenues can be momtored against plans. Revenue
plans can be developed for each revenue source by using an approach
and a worksheet similar to that for expenditures outlined in Exhibit 23.
The procedure might be as follows:

Step 1: For each re\'enue source. obtain the actual collections by
quarter for the past five years,

Step 2: Compute the a\'erage percent by quarter and adjust for obvious
trends.

BEST AVAILABLE copy

Step 3,

Step 4:

Step 5:

Apply quarterly percents to annual revenue estimate.

Adjust quarterly estimated revenue flows for major anticipated
deviations. (For example, an increased rate will be applied to
bUSiness licenses at midyear,)

Report actual re\'enues against plan to spot possible problem
areas,

)

l\lonitoring Progress Towards Senice Objectives

:"Iorutonng of expenditures should involve not only enforcmg fiscal
controls but also ensuring t.1-}at planned work stratcgIes are bemg earned
out. The drive to achieve actl\1ty objectives v.ithin established budget
lumts should be a continuin:; effort on the part of operating agenCles,
ExhIbit 28 is an example of how a quarterly status report could be
pro\'!ced to illustrate how planned work str..ltegles are bemg carried out.
In tlu.s example. the fire sen'lCe delIver}' project In the fire department
recclv-::d a budget to hire an addiuonal 30 firefighters to hclp impro\'C fire
ser.'lCC deli\"ery for Improved safety In residenual areas. To date, 15 of the
30 Ert:f:;hters were hired, ',\1th fm~c:al data pronded sho\~mg the actual
e.\?r:nc::'Jre~ on :l qua~(';::: b:J..5lS am! L~e total cxpend:rures to dale
cor.:;::o.rc:d to :...,,:= tot..1.l bue;'.:t for L~LS aCtl\'lty.

St.;l:::o:.:cs on work achle','pd should be collected ~d evaluated The
bud;":t officer should stJ.y U1 closc personal cont.;lct \\1th department
he",ds o.nd pro';TI-r.1 mano.,;"'rs to C:.sCU5S project problems and progress. In
adcll~:cn. L'1C bud-.:;ct 0:T1c!'; mo.:: WL~h to obser:e as rr.any local act.:." H.les
2..S ~c ss~bl,.: o.nu not rely 'm Fr>rfrlr:n:l11Ce St.:ltlsucs exc1lbl\ely to prr,';lde
SU:::C:'2:1t lJ'.sl;nt to rr.on:to; ;::eri"o:T:'::lnce ef:ec:,,:';ciy.

Tr.[· :-:: Jr.:tonr.-::: system "r.t.:":.l.!S tl"'.e esL1bbhment of 5tJI:d:l.I'ds and
l'r':c,:,dures ~o r.1':?~ure r::-r ;rcss ,OW:L"l1 Idenuiied workload levels and
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• Project Name:
Operating Agency:
Project Term:
Total Cost:
Funding Source:

Exhibit 28
Quarterly Status Report

(third quarter)

Fire Service Delivery
Fire department
July 1, 1994 to June 30,1995
$430,800
$430,800 Revenue Shanng

BEST AVAILABLE COpy

Objective

To Imcrove fire servtce delivery for Improved safety In residential areas

Description

To provide an additional ::;0 firer.;:-ters By augmenling firefighter force In present fire comoanles It
IS ex;:e::ed that compar:tes will a~aln recommended strength and Improve service delivery to the
commL,;ntty.

F'xe':l ::~a'ges 34,464
I Caol:al c~:lay

I Total $430,800
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Percent Completed
SO

Completed
to Date

15
Proposed

30

$387,720
8,610

Performance Measures

Numtler of firefighters hired

Formal \lid-Year ne\iew. In some loc:;l!~es. L!-Jc renew of t.~c curr~::t

but.!~ct 15 a formal proce~s Involvmg a presentot1un to ",J,e II '6J~i.lm e boay
on the statLlS of expend:mres against resources J.S \\'ell as t111' ,:ll~.:..:.:m~t:nt

of ~p':Cl5.ed obJectIves. TIm nW;;ht be done :J.t m:d:;p:.lr and, or .it the end
of the :.I·urd qUJ.Itcr In some localiues. qUaILedy rCVleWS or y'>..lI-end
e\·~:..:at.;lJns rppioJ.ce the IT'..ldyear re\lew Dum16 tllt'SC form~ rcnf'\\ S. :''It.'

dep:l:-:::;;em he::.ds. budget officer. chId <'Sf'C'.lt1\'e. ond le~5lJ.tlw body
t:-:lS1C::,i:y u::der.::J.he :.I;e s::.rr.e type of re\'It:W thJ.t tonk pbce when the
bue;;,-, .... as prep:lred. Tn:s :"'JfT":J.l re\'lt'W proce~s ?<..'mllts L~e 1l'~..slJ.tl',e
bcc~:; to re:U;oclte reSOurc(?s J.S neccssJ.r:; ;:.;;d obt:l:n 0 comprche::,sl\'e
r.:lli:;e2T r:r.2.nc::l! p,ctu.re It J.l1o\\s aJl'qtl:lt~ leae: t::Tle to cOlTee: fiscJ.l
prc::;:cm5 before t.J,e end of !.he fl5Cal :;E2T

Financial Data

performance targets. ~Iomtoring provides the Input to detem1me If L'1e
localIty 15 meetlng Its goals and objectln>s as aruculoted In the bud~et.

~Iomtonng results also will provide unport::mt mformJuon to polIcy
ma.!.;ers, the budget officer, and department heads to be llsf'd 111 bUCt;et
preparatlOn for the followm6 fiscal year

Budget
Personr.el
Conlrac:~al

Ccm~O='~'es

•

•

•

•

•

•

•

•
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Summary: Four Themes of Budget Presentation

.-\11 of the elements discussed in this and the preceding chapters combine
to facilitate the operatmg budget process. After reading thIS publication. a
question IS worth askmg: \\bat is good budgeting? Good budgeting seeks
to ensure that the four major aspects of budget documentation are
identified and communicated to the residents of a community. the media,
and the financial community. The Government Finance Officers
Association's Distinguished Budget Presentation Awards program has
defmed the four major categories in the operating budget process and
theIr themes as follows.

The budget as a policy document As an operating plan for a
locality. the budget document should identify. propose, and clarify
policies. These policies should be adopted by an elected governing
body upon recommendauon of a chief execuuve officer.

The budget as a financial plan. CentraJ to all budgeting
concepts is a notion of sources and uses of funds/resources.
\ \ bether simply by appropnation or some other. more
sophlStlc~ted strategy. the budget takes account of available and
anticipated streams of resources and provides a plan for theIr
disposlUon. In tJle public sector. the budget is the primary
instrument for promotmg solvency. effiCiency, and collective
chOIces regardmg dlstnbution and allocatIOn of resources between
econOIDlC sectors and individuals.

The budget as an operations guide. Apart from forming the
basIS for pohey deCISions, the budget provides a framework for
govemment operatIOns. The operating considerations go beyond
financwJ d:mensions. and affect the number and level of
employees. promotIons and reorgamzations. and other factors that
affect d3y-to-day aetl\'itles of vanous uruts. As an operatIOns
guide. the budget seeks to explain the relationslup between
organlZ3t:on31 umts and programs.

The bud~et as a communications de\ice. As part of a public
process. L~e pnnted operatm~ budget document is a central focal
POll1t :,j;' ;""('o;':en:.5. tJ..\poyers, the finanCIal commUnIty. and the
mec!:? .-\.l:.hw::h oL~cr opportunlues eXISt for dISclosure and
transr:1:~,:J uf ~~:l3.nclal. srr:.:te;;Jc. and operauonal mforrnauon.
bud~et h';Jr.:-:~5 on L~e p:-oposed operatmg budget afford L~e

publiC :-.;;G L'1e r.;eri::l tl1e 5tn~ie most ImportJ.nl opportumty to
OblJl:1 2,;;d ~() '...:nde:::tJ.nd the workmgs of a loc31lty.

BEST AVAILABLE COpy
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• The Budgeting Precess 9
In This Chapter

• 8ucgeting versus Accounting Functions

• Role of the Budget Officer

• Preparation of the 8udget Proposal

• Revenue PrOjections

• Compilation of Expenditure Requests

• Performance Indlca~ors

• Budget Approval

• Monitoring Budgetary Performance

• Acherefice to Purc~as:ng Statutes and Cruinances

• Monitoring Revenue and Expenditure ActNlly

• Budgetary Reporting

I"
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'--~--------------------Adoption of government.:!l budgets
is typically mandated by state stat-
utes and/or local ordinances, and such budgets represent the
constit',.;.ent's spending mandate for services and c.:!pital outlay. Once
appro';ed, the bud~et CaI"lDot be overspent without the express consent of
the ;;o·;e:-:::"'-:g- board. Bec::mse operations must be managed \\it:-.in bud
get3ry canstr3ints, the preparation and subsequent monitoring of the
budget is an i:;.te:;r:::tl P3r-t of the government's fiscal administraticn. This
ch.:lpter .....ill focus on basic budgeting processes of smaller local &;"overn
mental e:1t~:ies.

The operati::g budget is the govern
ing board's official policy document;
as such, it represents the board's
goals and objectives. The relation
ship of budgets to the administra
tion and management of a local
govermnental unit differs greatly
from the role budgets play in the
private sector. ""rule most private-
sector enterprises usually prepare
budgets for their operations, these
documents are purely management
tools. How€\'er, alnost all legally
adopted governmental budgets
have the force of law and violations

,. • are generally illegal.

•

e.

•

••

.'.

Budgeting versus Accounting Functions
BEST AVAILABLE COpy

Ot;·;"i.ou3ly, :':3cal s:ruc:'..l,es di::er from ;;overn:nem to go·;er.:ment. Titles
are r.c: ai'/;;;::05 ccns:sten: (i.e., f:3::31 controllers m.:lV be refer-rcd :0 as
finance c.irec":ors, treasurers, cor.troEers, cornptroll~rsJ. positior:'s t1:at are

113
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Budgeting
perspectiz:es and

generally accepted
accounting

principles (GAAP)
are often totally

different and this
can cause

prcretical problems
in the gathering
and reporting of

information.

BEST AVAILABLE copy

elected in one state may be appointed in another, and job descriptions for
similar types of management positions may vary greatly. The budgetary
function is aLso managed in many different ways in local governmental
units across the United States.

Some entities incorporate their budgetary function into the overall finan
cial function of the government. For example, the finance department
may be comprised of the accounting, bining, collections, and budgetary
functions. In that case, a budget officer (v.·hose duties will be discussed
later in this chapter) works for the head of the finance department. The
benefit of such an arrangement is that there usually is a good under
standing and \\:orking relationship between accounting and budgeting
personnel. It is imperative that the two functions work closely because of
the common infonnation that must be shared.

It is more common, however, for the budgeting function to be independent
of the finance or accounting functions. Sometimes. budgeting is ulti
mately accountable to the government's chief administrator (i.e., city or
county manager). At other times, the budget officer or manager may
report directly to the governing body, although this arrangement is rare.
Unfortunately, when the budgeting functions are entirely removed from
the accounting functions, it is not uncommon for work to be duplicated or
for communications bet\veen the functions to be limited.

Bud.;eting perspectives and generally accepted accounting principles
(GAAP) are often totally different and this can cause practical problems
in the gathering and reporting of infonnation. For example, most govern
ments budget on a cash basis, where transactions (e.g., revenues and
expenditures) are only recognized when cash is received or disbursed.
Budget personnel, understandably, may only be familiar with this man
ner of accounting. However, GAAP do not recognize the cash basis as an
acceptable reporting method. It can be used for internal management
purposes, but it cannot be the basis used in exter.1al reporting. If the
budget function is completely separate from the accounting function, it is
sometimes difficult for budget personnel to understand the restrictions of
GAAP reporting if they are only familiar with a budget perspective that
employs a cash basis.

Role of the Budget Officer

:olost governmental entIties are required by st:J.te s:atutes or local 01'01

nnnces to have a desi~ated budget off:cer. The specIfic duties of such
officers can vary greatly among gover.;ments. but their basIc fu..~ctlOns

are re~~tivc!'y con31stent. 1 Some bud.;et officers may devote 311 of theIr

: Fr,r 0X.:l:::::ie. It 15 :lot unC~:T.:::S:l :Gr the r:lC".l:::::::-:lr.cr 5';stem :.Ind b:d·ltn~ pr,cr55 to be
~::e r~~;:'Jr.;;:tll::yof the p~r::::t~tr:g'dE';:ar:j;)~nt ~refer to Ch3j:::-~r 4 IT~~e P'..:.Ic:-..:.lSlng

Prace53.!. :.: ~::e purcn:asmg 3:10 budgeLlr.g depart:::rnt..s are sep.l.T:lte.
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time to such duties, while others may take a more sensonnl apprpach to
their responsibilities (Le., "'budget season"-the time during which the
budget is prepared and adopted). The following is a list of the common
duties of budget officers, or of similar individuals in small local govern
mental units: 2

• Coordinating the budgetary process. This typically includes prepa
ration of the revenue projections and compilation of the expendi·
ture requests from each of the government's departments. Once
the final budget proposal is prepared, it is presented to the gov
erning board for its approvaP

• J!onitoring budgetary performance throughout the budget year.
This includes the tracking of actual revenues in relation to projec
tions and the monitoring of expenditures and encumbrances in
relation to appropriations.

• A!aintaining the encumbrance system. This includes approval of
purchase requisitions and the preparation of approved purchase
orders.

• Coordinating formal bidding procedures and ensuring compliance
with applicable state purchasing laws and local ordinances

The remainder of this chapter focuses on each of these budget functions
in more detail.

Preparation of the Budget Proposal

Anyone who works in local government knows about "budget season."
This is the time when all departments put together their budget requests

) for the upcoming fiscal year. The revenues are projected, the budget is
balanced, and the proposal is presented to the governing board for ap
proval. :'Iost governments have a detailed budget calendar. This calen
dar, often established by state statutes, indicates when the proposal must
be completed and ultimately adopted by the governing board. The o\"erall
process may take as long as SLX to eight months.

Government5 :ypically are required to prepare a balanced budget. Simply
put, this mear.s that the re\"ent.:.e sources mU5! equal the planned expen-

: If the g::lver~:::ent h:ls :l mere ct:centr:uized purchasu:;;- funct:on. dep:J.rtrnent supenl
sors may be resoonslble for ffi:lny of these t.:lsks. Also. 1::1 smaller ~overnments. the
buc~et ot:icer mc ;:\1:"ChaSln~3:;ent l:1ay be the same mdl\1du:U. Herer to Ch:lpter 4
(The ?cr:haslr.i; Pr::cessJ for mere H:fcl"!:llltlOn on the ro!" of 3 pur:hasIng agent.

l Esoecl:uly In smaller £:over:".:::ent31 U:".1ts. the g()v~rn:ng bO.lrd may be more Jnul:1ately
l.nvGl\'ed ~fi the ;:.rep3.r3tlOn 0:" :~e C~:::;;;-~ ~ro~05al T:.-plCally. :.hebcdrd ffi3y ~ ...L\;e anp or
sever3.i v:cr.·: 3e55~C:-..5 v.,"Hn t:-:t: ~'...:=~':t c::::er S:met~me5. SU8C~mr:1:t~Qt·S I::::.lY Ct~ fcr:::ed
comrr.sE:d cf 0::e or sever:u t:.i.:d rne:rn:ers .... ho .... uri-: .....1th the cuJ..;et t,,3:;) to ;::rc;:are
th" detahe:o ;::r:pcsai

BEST AVAILABLE copy
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ditures. It should be noted that a revenue source is not confined to new
revenue streams. lJ'se of funds on hand (e.g., appropriation of fund
balance) is a type of "revenue" source that is often used to balance the
budget.

<:....

,
.....

BEST AVAILABLE COpy

Some governments prepare multi-year budget projections. This practice
has become more prevalent as governments search for long-term solu
tions to decreasing revenue bases. When projections are prepared for two
years, the proposal is re-evaluated at the end of year one and, if neces
sary, adjustments are made to the second year's budget.

In addition to the operating budget discussed in this chapter, most gO\'ern
ments also prepare a separate capital budget that is usually part of a larger
capital improvement plan. These capital improvement plans are often for
five or more years and are effective tools in planning for the funding and
purchase of major capital items. The basic budgetary processes are the
same; revenue (regardless of whether it is to be generated by taxes, grants or
bond proceeds) is projected and expenditures are planned.

. Revenue Projections

Revenue projections should be completed for all funds. Some revenue
sources are set amounts that can be projected accurately, such as some
intergovernmental revenues (e.g., grants, subsidies). However, most
revenue sources vary from year to year and are dependent upon many
variables. Therefore, it is important to consider as many of these vari
ables as possible and to rely hea...ily on historical information. tempered
by current circumstances, when projecting revenues. ~Iany budget
officers use sophisticated budgeting theories in developing revenue
projections. Others rely upon historical information (i.e., \\l1at has the
revenue stream been in the past several years?) and even intuition in
developing projections. It is recommended that conser.atism be used
when projecting revenues in such a manner. Revenue shortfalls can be
quite disruptive to the delivery of services, the credibility of the jurisdic
tion, and access to credit markets.

The process of evaluating and projecting revenues can be rebtively sl:T.ple
and logical. Good histonc3.1 records are a must for evalu.:.1tmg the hIstory
of incii\idual revenue streams. This is why it is \'ery imp,xt3nt that the
accoun~ingand budgeting functions \vork closely. When at all posslbl~.

work should not be duplicated and good historic::tl informJ.::on should be
carr.ed fonvard from year to year so that consistent trends c::tn be est::tD
lished. Ob\iously, there is no need to recreate histOlic::t1 ir.forTIut:on e::tch
ye3.r. 1:1 [J.ct, only the most recen~ inforJn::ttion needs to be de .... clo;:ed

EJ.ch ir.divicuJ.1 revenue source in each individu::l1 fW1d h.:1s to be pro
jected. Ir,di\'1duJ.1 CJ.1cui..ltlOn sheets should ':::le prep3.red as the suppor:
ir.; dccu:;.ent:ltion for c:lch revenue line item projection. Such sheets

i•
/22-



On the other SIde of the budget equation are expenditures. In most cases,
the budget officer or similar administrative employee is responsible for

)
calculating revenue projections. However, the responsibility for coordi
nating expenditure requests is usually assigned to each of the depart
ment heads. They are responsible for submitting the initial requests to
the budget officer for their own departments. ;Vluch of the preliminar:y
work in assessing expenditure line item histories and developing spend
ing plans for the current year can be assigned to the h,dividual depart
ments. It beccmes the responsibility of the budget officer to coordinate
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The Budgetinr; Process 117-
may be prepared manually, although most budget officers use computer
spre3.dsheets for the calcubtions. At a minimum. each revenue 'sheet
should include the follovv"ing information for each indiv;dual line item:

• title of account,

• fund,

• department and/or function,

• account number,

• actual past year's data4,

• projected actual results for the current yeari,

• explanation of exceptions in actual data6
,

• calculation for projected revenue and budget proposal (note that
any specific assumptions being made that are not obv;ous should
be included and explained), and

• a column also should be included for the "amount approved"
(often, the amount requested is not the amount approved; it is
recommended that both the request and the approved amount be
included on the suppOrt sheet-it is good historical information
that may be needed for future reference).

See Exhibit 8 for an example of a revenue projection ·worksheet.

Compilation of Expenditure Requests

• The act:l:l1 nu:::::er of vC:1rS th:lt :lre used In the evaluatIOn is at the d:scrrLlon of the
bud~e. 0:::ccr. ).15 recc":::mencl:d ~;-.:lt:l minimum of three ve3.IS ce used. if possIble. It
is also recomme:lCed th:lt the :nfJr:n:ltlOn sheet indude the 'tin;l! budgeted amounts for
at le:lst the :=eclately prece~ngyear

• OO\"1oL:siy, t::e ;Jre[;3:3clon cf the b:.d::et IS t:lk.ln~ p!;lce dunn::; the current fi~c:tl ye:lI"
a1'lC the 3ctt;3.1 ~e5Ul~ :cr ~t aT': not vet 3 .... 3d ..lblc. The revenue sheet 5nou~d Inc:uae a
PTC~':ct:cn cf ac::..:J.1 resll.:.3 f.:.r t::e current year, complete "'·l!.h 3.S5u:;;;::t~:Jns u.5t:d In
arr:.'.""l::; 3.~ ~he cJ.ic~ ..LJtlQn

e !t 15 r..~t L.r:..l5':...::.l1 fer' 3.1":': 3C:C:"::1: t8 ext'enence \"ar-:3nce~ at !.::"::£:S ~.f3:en.11 ';3..:1J.nc-es
:...\:a: are ~'.~:'c::,.. : -:n t~e ;'...~'. ~n:.;e ':J:cul3,t;on sneet 3r.oujd be"' one!!:.,.' eX;::.Jlned. BEST AVAILABLE copy



Exhibit 8
Revenue Projection Worksheet
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Revenue hne Item

G/L account number

Fund

Revenue deSCription

\ I
...
'0

Pnor Year Pncr Year Curtent Year Actual Proposed Increase
FII"lal Sudget ActL:al Budge1 Year-To-Date Bueget (Decrease)

-

AnalysIs/Calculations

I

Prepared by

Date

I
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the receipt of all the bud~et requests from the departments, review them
for accuracy and reasonableness. and incorporate them into the' prepara
tion of a balanced budget proposal. Of course, most budget officers also
review the expenditure requests in detail and try to "trouble-shoot" them
as much as possible before submitting the final proposals to the govern
ing body.

All department heads or other employees who are responsible for prepar
ing the budget requests for their departments should be made privy to all
information necessary for them to complete their proposals on a timely
basis. Most of these employees have little or no access to accounting or
budgetary records. Also, they will need instructions on how to complete
budget request forms and worksheets and when the information must be
remitted to the budget department. It is a good idea to hold one or sev
eral group meetings, as needed, at the beginning of the budgetary process
to brief the employees who are working with the budget about the par
ticulars of the process and to respond to any questions they may have.
Most budget officers will prepare a budget manual or budget packet that
includes all this information and make it available to the applicable
employees at the beginning of the process.

Budget worksheets for all expenditure line items should be prepared in
the same manner as was discussed for revenue line items. Again, access
to good detailed historical information is invaluable in calculating the
expenditure requests for the coming year. Also, as with the revenue
projections. it ,,,,ill be necessary to project the actual expenditures for the
current year. In addition to the information mentioned above, the expen
diture account worksheets also should include justifications or explana
tions for the budget requests. Some budget requests are self-explanatory,
such as departmental sup;>lies, and are based on previous and current
years' actual actiyity. Other requests, such as travel or capital outlay
requests, often require more detailed written justification. Unfortu-t nately, expenditure requests are much more subject to public scrutiny
than are revenue projections.

Local go.....ern:"ent.:l.l units are very labor intensive. Thus. salaries, wages,
and employee benefits comprise the majority of total operating expendlture
requests. In some governments, this may be as much as 75 percent--80
percent of total expenditures. Fortunately, salaries and related costs are
ustl.:l.lly .....ery predict.:l.ble and are often the least volatile of all expenditure
accounts. P3.l.icularly in smaI!er local government.:!.l units, personnel
levels are strictly controlled. While there m3Y be lapsed salary amounts
for vanous tirr..e periods due to unexpected employee resignations or terrrU
n3tions, r3rely are more employees bired than are authorized. Kor do the
pay rates often exceed that which is allowed and budgeted. Occ3slOn.:l.l1y,
overtime pay :or hourly workers may exceed projections, especially for
public v..orks a:-"d public safety emp!oyees whose joo.s are directly af:ected
by unpredicra::;;e events. Ho.....ever, r;:lr'cly do these cases materially exceed
arno1..U'ts ,....it:-...:....-: the budJet.

BEST AVAILABLE COpy
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Performance Sabry, wage, and employee benefit amounts. should be individually
indicators are calculated for each appro\·ed employee position, using the pay rates and
financial and benefit levels currently authorized. One simple way to do this is to
nonfinancial prepare salary and similar benefit budget worksheets for every depart
statistics and ment in the organization. The spreadsheets can be designed to easily
calculations change variables such as pay rates and anticipated regular and overtime

hours. Once they have been developed, the spreadsheets can be updated
that (ocus on f . h h h d h di .t (rom vear to year W1L t e necessary c anges an t e expen ture proJec-

measure.men s 0 tions ~calculatedquickly and accurately. Extra care should be taken to
accompllshments ensure that unauthorized personnel do not have access to this informa

and measures that tion. It is recommended that the minimum number of employees possible
relate .efforts to work \vith the salary and related benefits calculations_ In fact, in many

accompllshments. local governmental units, only the budget or finance officer or the chief
governmental administrator (e.g., city or county manager) works \\-ith
these particular budget requests.

Performance Indicators

~r
I
I
I

I

»

This chapter has stressed the need to justify revenue projections and
expenditure requests with historical infonnation.•-\lso, it has been noted
that some types of expenditure requests, such as capital outlay, warrant
the presentation of more specific details. ?\fany governments also prepare
various types of perfonnance indicators for use in their budget request
justifications. Perfonnance indicators are financial and nonfinancial
statistics and calculations that focus on measurements of accomplish
ments and measures that relate efforts to accomplishments. 7 For ex
ample, measurements of accomplishments would include indic::l.tors that
present output (e.g., Tons of garbage removed? :i'\umber of miles orroaa
maintained? ~umber of fires extinguished?). !\Ieasures that relate effor~

to accomplishments more closely assess efficiency and cost outcomes (e.g.,
What is the cost per ton of garbage removed? \\nat is the average cost
per mile of standard road maintenance?).

Budget managers have found that such financial and nonfinancial indica
tors can be very useful in the budgetary process. Trend data C::l.n be
established and presented to the budget committee or governing board to
justify expenditure requests. For example, acti\ity dat:J. such as the I'
number of active patrolling officers, arrests, emergency responses, and
the like can be used to supplement the bud:;et requests for the public
s3.fety dep3.rtment and provide addition3.l e\idence of the ser.ices pro- 1
vided 3.nd how the expenditure requests tie into the con:inued prO\"1SlOn
of t:-,ese or the need for addition3.l sen-ices....vl bud;et ot1icers should ,
exper.rnent v..ith the use of perforrn3.nce indic3.tors and i:-,Corpof3.te thcr:1 J

':' Scn:e ~c\·:'r~.~ent3 cc;nt:-3ct for =erfJrITl:lnce cr r:er".3tl·Jn.:ll audlt.~ Th~ fOCI,;.3 of th3

tY~e (:~ .3 ... .:a 1.:5 ~o e5t3tl~3n '.~ :-:e~:-:~r ::-"e ;;f)ve!"~::ll.'~~ :~ perf:rr:1~~~ 1:..5 duties econom~~!y
and l:'~:: ...it::l:~Y :ind.:::.r wne~her the ~c ...err.ment.3 :rr·;::-:- ..lIDS ana ..lC~~""':~le:s ~c meeting
~h~,", ;;:3...3 ar.o. Ct\Jec~lvt:3.
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into their budgetary process. Once again, care must be exercised in
obtaining and presenting accurate data.

Budget Approval
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•
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•
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Once a final balanced budget proposal has been completed, it is submit
ted to the governing board for its fonnal approval. 110st state statutes
dictate the latest date that budgets can be approved for the upcoming
fiscal year. Once adopted, appropriations can only be added with the
approval of the governing body. The budget has the force of law and is
the premier financial management document of the government.

filonitoring Budgetary Performance

The budget officer's work is not completed when a new budget has been
approved. Actually, an important aspect of the job throughout the year
involves the monitoring of budgetary perfonnance. In most local govern
ments, budgets are not merely financial plans but the legal spending
mandate established by the governing board. Therefore, unless new
fund,;:; are appropriated or the budget is amended, only the amount ini
tially budgeted can be spent, and then it must be spent only for its in
tended purpose. Usually, it is irrelevant if more funds than were antici
pated have been generated. The governing board must specifically
amend the budget or increase appropriations for further expenditures to
take place legally. Also, both the level and type of expenditures have to
be monitored. All applicable state statutes and local ordinances regard
ing purchasing have to be followed and, if the government utilizes an

J encumbrance accounting system, purchase orders have to be approved
and momtored. This part of the chapter briefly focuses on the ta5k of
mor.itoring budgetary perfonnance.

Adherence to Purchasing Statutes and Ordinances

As rr.entioned in Chapter 4 (The Purchasing Process). mos~ governmental
units are subject to various laws and ordinances that dictate proper
purchaSIng practices. :\!ost state statutes include at least some lImited
reference to purcha5ing law as it applies to governmer.~al units through
out the state. Other states have embellished 5tJ.te provisions and
adopted r:lore comprehensive, and possibly r:lDre restrictive. 10c~J.! pur
Ch~Slr:g ;-J:delines ' \Vhatever the case. the bud6'et ot::::er should !:Je

8 ~"~::::e 5:.J.tc ~~.:J.~utes cuthne str:-:t. corn;:rcnert:31\·e tn1'::;:3.5ln2 :..l\J,.:; th.Jt rr:~~t :-'2 :oIiuv..·ed
bv i:.<~ ';::::\t:'~._.:::~n~ '~::l~ O:hers ha ...·e chr5en t.o :-~;l:::):. ..:...~h ~~e c:·~velopr:~t:r~~ ..l~d

~~l'~:.:r_=:~ ::.r" J.c:leren:e t..:l pL:::::'3..Smg :J.ws to the loc:ll ,;;vel"!'=e:-.: 5 bover.::::; !:ioard

The budget has
the force of law
and is the premier
financial
management
document of the
government.

'.-fEST AVAILABLE COPt
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The key to mon
itoring reL'enue

accounts is to
investigate

variances that are
outside the norm

or that particular
revenue source,

BEST AVAILABLE COP'!

aware of all applicable stotutes and laws and ensure that guidelines are
followed appropriately.

l\lonitoring Revenue and E:,penditure Activity

Budget officers should monitor the status of the budget on an on~going

basis. 9 All revenue and expenditure accounts should be reviewed at least
monthly and all exceptions investigated. Even the smallest local govern
mental entities may have hundreds of revenue and expenditure accounts
that are budgeted. Therefore, it is usually necessary to use department
heads or employees with budgetary responsibility for expenditure moni
tori'-1g, In most cases, the budget officer or another key finance depart
ment employee will monitor the revenue accoW1ts. '

To begin with, the revenue accoW1ts are relatively simple to track and
potential problems are usually readily identifiable. Some accounts will
reflect activity on a very predictable basis. For example, property tax
re\'enue accounts should have activity consistent with the government's
property ta.x calendar (i.e., When are the taxes due?). Many intergovern
mental revenues, such as grants or shared taxes, are very often paid
either at regular intervals (e.g., quarterly) or in lump sums. :"!any rev
enue sources, such as interest and certain user charges, are collected
monthly, often with very little variation. The key to monitoring revenue
accounts is to investigate variances that are outside the norm for that
particular revenue source. Simple analytical review procedures work
well for most account analyses.

Expenditure accounts, on the other hand, ::Ire best monitored by depart
ment heads or employees with budget responsibilities within the depart
ment. l~.ll departments should receive monthly budget reports from the
accounting department. These reports should include only the expendi
ture accounts applicable to the department. Each account should have
the follo\',:ing information about it on the report:

(

I
I
!

j
!
i

I

1,

•
•

•

the budget appropriation,IO

the month's expenditure activity,

year-to-date expenditure activity,

• .-\.s •....;B noted In Ch3pter 4 !The Purch3Slng Process), the purch3.sln~ .H,ent :s :.11so
r(:;;;:~:1sI!Jie :"r mJrlltonr.g- the cudget-to-leW:l! perlorTIl:lnce oj the expc'nd:turc :lccount5
If.l ZJ\'(>r.::-::t!!it31 er'.tlty h:ls both :l budget ciTIcer :lnd purc!usmg a::;ent. the budget
c::'~·.:r:3 rC::DIJr.SlDle fDr morutGnngo .:111 :lCC:lUnt.3 while the purch:lsmg agent f.1eUSl!:; un
t~. .: J·.':lll:l::',;:ly of f.l:1C:3 \\ hen .1pprO\'m;; requlSltltJns. Often In small go\·ern!:len~.
.b. ....." ~.•• e!'. ~:l-= b'J.::i.;et vLTic:?r 3nd pur:h:J.sl~; .Jgent are the 53.me

" -:-:-.:3 s:::n.:!:i ::e the :-::03t recent amount I:- :1:"!".er.dments h:l\'e ~ken p!:lee sInce the
:<: :::::'~n cf ::-.2 -.:-::;;;:::1: bud':;2t. the tud~et .u:::ount shotLd Lnebde the etfeet of such
a=:.: :'.Cr:l er.!..3
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•

•

•

•

• outstanding encumbrances,

• a cumulative total of year-to-date expenditures plus outstanding
er.cumbrances, and

• the difference between the line item's budgeted appropriation and
the cumulati\'e total of expenditures and outstanding encum
brances. 1I

Refer to Exhibit 9 for an example of a typical computer printout of the
budgetary status for a line item.

In most cases, department heads are responsible for the management of
funds \\ithin their own department. They tend to be very cognizant of
charges that are appropriate in their accounts and are quick to point out
exceptions they have identified. The monthly reports also serve as a
status check for department heads to inform them of the funds that are
available for the remainder of the year. This helps in their planning of
purchases or other disbursemerrts.

Common Exceptions

Expenditure
accounts are best
monitored by
department heads
or employees with
budget respon
sibilities u:ithin
the department.

'Vhile the depar:ment heads' monitoring is very important, the budget
• officer should still review all the expenditure accounts for reasonableness

and investigate any exceptions. As with the revenue accounts, not all
expenditure accounts are used on a monthly basis. Some, such as capital
outlay, may only have one or two actual transactions in a given year. The
follo\l,.ing is a list of some of the types of exceptions that may warrant
further investigation:

•

•

•

•

•

»
1) Almost all salaries, wages, and other benefit accounts are used on a

consistent basis. The amounts charged in anyone month rarely vary
signif.cantly. In fact. many accounts may not vary at all between
months. If expenditures are evenly spread over a twelve-month
period, each month would reflect approximately 8 percent of total
expenditures. Therefore, if anyone month's activity is significantly in
excess of 8 percent of the total budgeted amount, or if the cumulative
amount used is significantly hi;;her than it should be at a given point
in the year (e.;;., 9 months = approximately 75 percent!, it should be
inves::;:ned. tThlS exercise applies to all expenditure accounts where
relatively consi::;ten: monthly expenditures monthly are the norm.)

2) L:J.r;;e balances of out::;t.J.r.ding encumbrances, as well as encum
bra::.ces th,:n ha\'e been ou:standing for lo::g periods of time, also

~: T:~l3 ar:::::.:ur:~ re!-:ec~3 the a.r:Jour.: .1·r·JLJ.b~e I: :n~y a.!.so be hi:lpf:;,l to ;::rcsent t;,tS
a.::::lG<Ul: 3..5:1 ;:"~:":1:.::::e cf ~:-.e a.::-;C1Ur.: t:.;c:;ekd For f:x:lrr.p:e. 75 p('~:('nt ·... Guld mci:;:l~e

t~'::H .:l;J;;:-:v"::::.:l\.t:::. 7~ ;:,er:ent uf :::c :....::::.;eted .J.=G~t h3.5 (..h:tu31~y been u.::It:c1 or commit·
ted ll.e , v l';:..5:.a.:::::::-.; e::c~~:;r:lnLe~ )

O["T /jl/MLABLE coPt.



Exhibit 9
Computer Printout-Line Item Budget Status

gQ'S'f AVAILABLE COpy

,)

Account # 10-4200-il010 Period end Summary

!.Jne Item descrrptlon Office supplies Budget $2.BOO

Fund General Fund Outstanding POs $1.395

Department Accounting Spent YTO S 250

Monlh/Penod 01/01195-<)1131195 RemaJnlng S1,155

Date Code Descnptlon Budget P.O. Actual RemainIng

0'-01-95 CB Es:aohsh budget S2,500 SO SO S2,500

01-03·95 PO P 0 ~ 1(}-Acme Supphes 125 0 2,375

01·C6-95 JE J.E. ::2 100 2.275

01·10·95 PO P.D il26-D,scount House 1,395 0 880
01-13·95 AP ChecK ::226-Acme SUPplies 150 730

01-13-95 PO Liquidate PD. #10 <125> 855
01-30·95 BA Budget amendment ;/1 300 1,155

Activity Codes

I

CB - ~"rrer.: budget

SA - :: ...c:;e: amer.drre~t

PO - CurC~3se order

LP - hqUlda!e purchase order

JE - Journal entry

AP - accounts payaole

124
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should be investigated. Often, this is a result of purchase orders not
being liquidated when the goods are received and the bill paid. This
results in double-counting and the amount available for future appro
priation is understated. 12

3) Accounts that go for several months without activity being posted.
even though there are budgeted amounts, may indicate posting prob
lems. Department heads should be contacted to ascertain the nature
of the line item (if the budget officer is not specifically aware of its
use). This often results in the discovery of transactions that have
been posted to the \\Tong account.

4) A...'1Y single large transactions should at least be reviewed for accu
racy. This is very common in capital outlay accounts.

The budget officer (or purchasing agent, if there is a separate position) is
also responsible for the o\'erall maintenance of the encumbrance account
ing system. Refer to Chapter 4 (The Purchasing Process) which includes
a de!ailed description of the process of approving purchase requisitions
and issuing purchase orders.

Budgetary Reporting

•

•

)

It is management's responsibility to ensure compliance with the legally
adopted budget. ~ranagement should monitor budget-to-actual informa
tion regularlY and track the resources that are actually availa~le ar.d the
expenditures that are taking place. They should also track the status of
outstanding encumbrances to ensure that they are being liquidated as
necessary. This cannot be done unless management has access to timely
budget and financial information. One of the most important duties of
the budget officer is to ensure that reports are prepared timely and that
management has the information available so as to make informed as
sessnents and decisions.

It is managemeni's
responsibility to
ensure compliance
with the legally
adopted budget.

Bucs~! upcates should be mace available to management, at a minimum,
on a mon:::ly basis. ~lost computer systems allow reports to be custom
deSIgned. Budget officers typIcally prepare a variety of reports to be

• d.i3t:-:tluted to di£:erent levels of management. For example. fin.:J.:1ce
ofT:cers and their superiors are generally more interested in the "big
picture," such as total revenue projectIOns versus total dep.:J.rtmentai or
fu::ctlOnal expendItures and encumbrances. Department heads, on the

BEST AVAILABLE COpy

•
:..: It:3 recc=:::ende~ ~hat the budzet ofTIcer re\1eW t::e St3tU3 of ct.:t3t...'1nd:::.:: t='ur::13:ie
Grct::"5 en a r~.;'.J.l..i.f ::3...:JlS Iego. mG:-'.t:-..~) '. ~.;ny out3:.a.ndl~~ ;;~rc+~J.:ie order.s ~ ..'":.:LL are
lC~:-:::"::cc ..l.3 :-'.0 10r:.::e:- neCeS53.ry I 2 ~ I the g0GC':; 0: ~en,ces n..i\ ~ bt.!t:n rLCt:J"d.:..l. :::~ urd12r
wa.; c.:1I1ce::"c ~hou..':::Je 1.Jq'.l::::.itcd to aVOid d1s~crtlr.g the aI:l0unt cf funds ..1v.lli..lc,!e fur
ap~rcr:natlOn

•
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Exhibit 10
Monthly Budget-la-Actual Statement

Budgetary Report
General Fund

Month and Year·lo·Oate Ended March 30. 1995

Oepartmenvooject Budget

Accounting department:
SalaneSlwaaes $175,000
Employee bElnellts 66,500
Supplies 23,500
Travel 5.000
Maintenance 4.000
CapItal outlay 15.5:10

TOTAL 5289 500

Outstanding Actual ActIve YTD and Uncumbered "10
Encumcrances Marcn 1995 Year·lo-Oate Encumtlrances Rer!lal/l1ng Rernallllng

SO $14.583 $136.292 $136.292 $38.708 22%
0 5.706 50.411 50,411 16.089 24

3,905 1.975 16.089 19.994 3.506 15
0 BB6 3.017 3.017 1.983 40
0 290 2.610 2.610 1.390 35

B CCO 0 3.510 11.510 3.990 26

~ ~ 52" 929 5223934 ~ 23"\,

other hand, are more concerned with the budgetary status of each of the
line items vvithin their own departments.

Department heads use these monthly reports to assess "how much money
they have left" and to determine that proper charges have been made to
their accounts. Exhibit 10 is an example of how a monthly budget-to
actual statement could look. In addition to these computer printouts,
most employees who have responsibility for monitoring budgetary perfor
mance for their departments or functional areas also have access to
computer terminals. Those that have the appropriate clearances may
access account information daily to verify postings and budget-to-actua1
status. However, the monthly reports are important reminders that each
account should be monitored regularly.

:>!ost governing boards also expect monthly budget reports. \\'b.ile physi
cal copies of the reports are sent to the members, often along .'iith ex
planatory information that management deems necessary, it is not un
common for monthly financial presentations to be made to the full board
or a subcommittee of the board (i.e., finance committee!.

The benefits of monthly monitoring by the governing board [ire ob.ious.
For example. if revenue projections are not being met as pbnned, or if
line items are in danger of being overspent before the fisc::l1 ye3.r end,
alternative measures may need to be t3.ken. In the C3.se of the potenti3.1
revenue shortfall, the governing board may need to cut back spending
authority, seafch for alternative revenue sources, or appropriate more
usage of fund babnce. If line items are in danger of being o....erspent lor if
they have already been overspent), man3gement may have to suspend
other plan.,;ed purchases and/or transfer unspent and unencumbered
appropr.J.tions :Tom another line item to cover the shortfall. Some of
these budgetary actions may require speclfic governing board approval.

BEST AVAILABLE copy
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As mentioned earlier in the chapter. many governments are beginning to
use performance indicators as another budgetary tool. These indicators
are only of use to the government's management if they are monitored
and evaluated on a regular basis.

Budgetary compliance must be communicated externally to the
government's constituents and any other interested third parties. How
ever, e:\:ternal budgetary reporting is generally perfonned on a less
regular basis. In fact, such reporting usually is done in conjunction with
the government's comprehensive annual financial report (CAFR). GAAP
require that the CAFR report budget-to-actual infonnation at the legal
level of budgetary control for all governmental funds that legally adopt
budgets. I:! HO\"'ever, to ensure that compliance is met, it is imperative
that management monitor budgetar:y perfonnance consistently through
out the year.

Summary

The budgeting process in the government environment is as important as
the accounting process. Operating and capital budgets have to be prepared
annually and approved by the governing body. It is then the responsibility
of management to monitor the budget on a routine basis, ensuring compli
ance with the approved appropriations. 'While local ordinances and state
statutes that establish budgetary policies differ from government to gov
ernment, this chapter has detailed the basic budgetary process that is
common to all governmental entities. Management has the ultimate
responsibility of ensuring that a budget is prepared according to applicable
local and state laws, that there is compliance with the budget, and such
results are properly reported to the constituency.

~

BEST AVAILABLE COpy

I.l The Ge. er:;=~~~ Fi:-::!:-:ce O::tcers A..55OCI3.tion·s !!)94 Goll"mmental Acco~nt:r.g.

A:..::.:tlr.? cr.d F: =r.<:u;: R,·:Jor.: -:? defir:.es the le;3.l level of bud;;~:.ary control 3S ·~he

l~\£.'j at ·...·DIC..1 ~;::er.ci:r.C;::1 exc"ss ot" bud;;eted amoun1..3 would be a ~,ob:lOn oj bw·
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In This Chapter

Interim Reporting

Fiscal Year-End Reporting and the CAFR

Popular Reporting

•

•
•

Loca! governmental entities prepare hundreds
of different types of reports each year. Many of
these reports are for internal management use
only. They are not released to the public or
published in any formal manner. A good ex
ample of this type of report is the budget analy
sis, discussed in detail in Chapter 9 (The Bud
geting Process). Other reports are designed for
public use and publication, such as the
government's comprehensive annual financial report (CAFR) and popular
report. This chapter focuses on the types and purposes of reports t:rpi
cally prepared in a small local governmental environment, both those
designed for internal use and those published for public use.

_Interim Reporting

The reports that are generated for management l use only are t:YlJicaUy
prepared monthly throughout the goveIT'.ment's fiscal year. These in
terim reports are designed to provide management officials with the up
to-d:J.te fi3C~d bfoITnD.:ion neceSS.1ry Ul perform their jobs efficiently and
e::ec:;·;ely. O~:en. these r.:onthly reports are supplemented \vith quar
ted}' reports tr.3.t may provide d..if:enng types of detail and trend analy
sis. Every gover.::r.:ental ent'7~Y shotlld det'en'nme 'the types of reports it
needs ar.d the frequer.cy ','..ith which they should be prepared.

In a goverrlr..er.tal e:1vircr.r.:ent, the most common type of interim report
is the T:1onthly buc:;e: report. Because of the impOrt.:lDCe of budgetory
compliance il1 a local ;o·;~r.::T:1ent em-ironment, the monthly budge!
report is esser.::J.l fer ::w~::l:;e~e::.t to be able to monitor perforrnance and

I F.:.r :':;:;::.5"5 G: ::.:3 C::J;:: ... :, :::::;l."':3;£:::::cr:t i.5 deii::ed as both ejected and r..:lI'.-elect.ed
O!1iC:3;3,
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Budget-to-actual report

Balance sheet

Operating statements

Cash·f1ow analyses

Investment reports

•

•

•

•

•

•

•

•

•

•

•
•
•
•
•

plan for both the short and long
term. In any given month, there
m:l)' be numerous types of budgetary
reports produced, each designed for a
different user. For example, reports
which detail line-item activity,
transaction by transaction, may be
prepared for departmental manag
ers. :\lore summarized information,
such as departmental summaries,

may be prepared for upper management (e.g., those more interested in
the "big picture"). All of these reports should be prepared on the budget
ary basis used by the government. This is very frequently the cash basis.
Budgetary performance is measured by the amount of cash actually.
collected and spent in relation to budget projections. Sometimes, for
bud~eting purposes, the government may consider encumbrances (e.g.,
purcha5e orders! to be expenditures. Accordingly, while this is not in
accordance with generally accepted accounting principles (GA..-\P) for
external reporting purposes, the encumbrances should be considered a
use of resources for budgetary purposes and reported accordingly. The
same theory holds true for revenue recognition. For GAAP purposes, the
recognition of revenue is not always consistent with the actual receipt of
the associated funds. For budgetary purposes, it is often more important
to assess whether cash has actually been collected and is available for use
rather than whether the revenue has been earned.

There are many other types of interim reports that are prepared 'for use
by managemenT These include, but are not limited to, balance sheets,
operating statements, and cash flow analyses. The balance sheet, a
"snapshot" of the assets, liabilities, and equity of an entity as of a certain
date (e.g., month end), is usually of more use to financial managers .such
as the finance director or accounting manager than for governing boards
and upper management. Their focus is more on operating perform:lnce
and cash flow, not necessarily the specific status of assets and liabilities.
Therefore, it is not uncommon for governments to prepare and distribute
balance sheets only quarterly or annually. Finance directors and ac
counting managers have access to this inforruatlOn, usually at any time
they need, throughout the year.

C.J.sh f;.ow reports are another example of r:1onthly reporting that cin be
of ;reat u.se to certain levels of manageI7lcr.t. The monitonr.; of c3.,Sh fiow
is an imegT3.1 part of fiscal management. Even in the sm;..dlest gO\Oern
me"tal entIties. total c:lsh in..rlows and ou,;1ows can be staggeringly largeo
For tho5e in man.Jgement re5ponsible for ensunng c:lsh is :lvailable for
t::e p.JyT::ent of current obligatlOn5 and th..1t a proper b.:ll..mce between
use and invest:ne~tof funds is achieved. c.:lsh flow reports .Jre invaluab!e.
There is no set format for reports prepared for man3.gement use only.
T::ey s1:ould be deslgr.ed to reflect actual cash inflows and outt1O\.... .s by
L:.nd. T:,e 3.ctClal resub; should be comp::t:-ed to projections and major
va:-:::tnces should ce ident;fied and expl.1:.:::cd.

BEST AVAILABLE COpy
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Unqualified
Qualified

Adverse

Disclaimer•
•
•
•

Another common report that is
similar is a monthly inve5tment
report. An investment report pro
\;des detail about the investment
portfolio as of the end of the reporting
period. In the current market em;
roronent, more governing bodies are
requesting monthly updates on the
composition of their portfolios, as well
as the maturity dates and current fair market values of investments. A
typical investment report would include:

• the type of each investment,

• the face value of each investment,

• the current market value of each im'estment,

• the interest rate, or yield, on each investment,

• the date of acquisition, and

• the maturity date.

@EST AVAILABLE COfJ'/

An investment report also should include a summarization of the categories
of the investments (e.g., commercial paper, bankel;s acceptances, Treasury
bilLs!. The ratios of the totals of each category to the total portfolio can then
be compared to the investment policy. Refer to Chapter 6 ()'lanaging Cash
and Investments) for more detail on investment policies.

Fiscal Year-End Reporting and the CAFR•At the end of each fiscal year, governments should prepare financial
statements in accordance with GA.-\!'. Unlike interim reports, which are
rarely prepared on a G:\.AP basis and are designed primarily for
management's use, year-end reports primarily are for the benefit of
external users. rndependent auditors are hired to audit these financial
st:ltements and render an opinion as to the fair presentation of the finan
cial d:lta they cor.tain. ~ There <lre generally four types of opinions that
audirors may render on tr.e fir.ancial statementsJ , as follows:

Cnqu.:liified :\.:1 ur:qualified opinion. commonly referred to as a
wcleJ.n·· op:nlOn, is given when the financial .state-

2 At:1 IT'.:r.::::um. c:,e lr::!~~~r::::::r.t ::lU:!:tar 5hot:l:! re:lder :.l:l opmlOn on the
ga\"C'':l::1ent'5 .:;~n"r:J.l ;:t:r;:::;~ :;~.-,~.c·~:Li ,~3tements ,GPrS), dt::iined Jolter 10 thIS ch3pter.

.-\n 3ud::;;.. L.5 cr.;-; req:.::r':::: : J f:.:r:,.:sh ::,n n;::::1Jan on the GPFS Hc·.\evcr. In full
5Cu~e ..lcda. :~t? sco;:t? cf ::-:e 3'....:.: .... :";:; c;:~:::::)n 15 extended to Jnc1:J::i~ the cor;:t)lnln~ .:lnd
:i::':·.~du..l~ ~:~:c.:r:-.[,I~~ .l ....~j ;:..:~.,~ :_:t.'':;, "'nlch ..L"'C !uc~:1Led ~n t;.~ fin...Lnci...l! st:~~~on of the

• i
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Qualified

Adverse

Disclaimer

ments have been prepared in accordance with
GAAP and the auditors believe the information
included therein is fairly presented.

- A qualified opinion is rendered when one or
several issues have come to the attention of
the auditors that would preclude them from ren
dering a completely unqualified opinion on the
financial statements. For example, the financial
statements may include some type of material
departure from GAAP or there may be significant
uncertainties affecting their fair presentation.
With the exception of the identified issues, how
ever, the auditor opines that the statements are
fairly stated.

- An adverse opinion is rendered when the auditor
finds the financial statements as a whole are not
prepared in accordance with GAAP.

- Auditors issue a disclaimer when they are not
rendering any type of opinion (i.e., unqualified,
qualified, adverse) on the financial statements. A
disclaimer of opinion is issued when auditors have
not been able to examine information sufficiently
for them to be able to render an opinion'.

•

•

•

•

•

Every governmental
entity should
prepare and

publish, as a matter
ofpublic record, a

comprehensive
annual financial

report.

BEST AVAILABLE COpy

A government should, at a minimum, prepare GPFS at the end of each
fiscal year. The GPFS represent the government's financial position.
results of operations, and cash flows in accordance \\ith G.-\AP. They are
comprised of five basic financial statements and the accompanying note
disclosures. These five statements are the:

1) Combined balance sheet-all fund types and account groups,

2) Combined statement of revenues, expenditures, and cb.nges in fund
balances-all governmental fund types and simibr trust funds.

3) Combined statement of revenues, expenditures, and c:-:J.r:~es in f:.lr:d
balances-budget and actual-govern.'11cntal fund types with IC;;J.lly
adopted annual budgets,

4) Combined statement of revenues, expenses, and c!13n~es in fund
equity-all proprietary fund types and simIlar trust funds, and

5) Combined stJ.tement of CJ.sh £1o\\"s-a11 propnetary fu..-:d types ;lr.d
nonexpend3ble trust funds.

These statements should be issued as part of the governmer.:'s C.-\FR. The
Go';er."~-nentalAcCOunt~::6Star.d:l'cs Board':; Codifica:lOT'. 0;" Gocerr. r,:<?n:al
Accounting and Financzal Reporting Standards sUites that:
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Introductory

Financial

Statistical•
•
•

Every gO\'ernmenta entlty S ou
prepare and publish. as a matter
of public record. a comprehensh'e
annual financial report (CAFR)
that encompasses all funds and
account groups of the primary
government I including its blended
component units). The CAFR
should also encompass all dis-
cretely presented component units of the reporting entity. (Section
2200.101)

)

The CAFR i::.cll.ldes more detailed information about the government
th:m can be ascertained from the GPFS. A CAFR includes three basic
sections: the introductory, financial, and statistical sections. Each
section is designed to pro\ide specific information to various users of the
report. These users range from the average ta.xpayer to rating agencies
and other analysts interested in the fmancial condition and fiscal poli
cies of the government.

The introductory section includes general information on the government,
including i:s basic organizational structure and identilication of its elected
and non-elected officials. It is designed for the less-sophisticated CAFR
user who is interested in a general o....eniew of the government's opera
tions. ~lost of the introductory section is composed of the letter of trans
mittal. The Jetter of transmittal offers management's perspective on the
government's fmancial condition, economic emironment, and goals and
objectives. At a minimum, the following information should be included
in the letter of transmittal:

• definition of the financial reporting entity (specifically any legally
separate entities included in the reporting entity and reasons for
thei: inclusion),

• o....e"'iew of the local economy,

• discussion of the government's major initiatives (current and
future),

£ copy
AVAILABLBEST

• br.tf d:3cl.lssion of the government's internal control.,; and bud;;et
ary poiicles.

• su.."::~a!'"::J.tiO:1 of the government's financial condition tby major
fu::,.d l ,

• br.::f disc'.l3sion of the government's policies_related to debt
ad:::::ii:::'a!.lOn. cash r.:anagement, and risk fm::mcing, and

• ot!".ec i:-,':::::;::~lt:on that would be of interest to the users of the
C.;':R (e.:;., a\',;ards or commendations the government has
reee:";eo '.

T::e ::'na::c:ai ,,<:C::::-:1 ::-.c:'..ldes the independent aud.i:or's opmion and the
GPFS. X.sc l:ie:'..lced i:i t!"js section are the combil1mg and indi\idual
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A popular report
is not designed to
provide the same

detailed financial
information

included in the
CAFR. Instead, a

popular report
focuses on the

overall sen'ices
provided by the

government.

______-.._......=_......_..'.......--;;.-.'_.........'"',_,",'...d"""'"S·,.;.,..·.. - \ t • o.i ' I,·;.,. ... ~iE'iq: j.",%·,.CD~

fund and 3.ccount group statements and schedules that support in detail
the aggregated financial infonnation contained in the GPFS. The finan
cial section is of most use to sophisticated CArR users who understand
govermr.ental accounting and reporting principles and need detailed
financi3.1 infonnation about the government.

The statistical section provides a variety of ten-year trend data, both
financial and nonfinancial in character, that is of primary interest to
investors and creditors assessing the creditworthiness of the government.
The tables in this section generally include the following (as deemed
applicable to the government):

• general governmental expenditures by function.

• general governmental revenues by function.

• property tax le...ies and collections,

• asses3ed and estimated actual value of ta.xable property,

• property tax rates (for direct and overlapping governments),

•

•

•

•
•
•

•

•

•
•
•

•
•

principal ta.xpayers,

special assessment billings and collections,

computation of the legal debt margin (current year only),

ratio of net general bonded debt to assessed value and net bonded
debt per capita,

ratio of annual debt service for general bonded debt to total gen
eral expenditures,

computation of o\'erlapping debt (current year only),

revenue bond coverage,

demographic statistics,

property value, construction, and bank deposits, and

other miscellaneous statistics deemed useful by the government.

•

•

•

Refer to the Government Finance Officers ..\ssoclatlOn's 1994 pubiic3tion
GUI.;ernmcntal Accountmg, Audlting and Flr.ancwl Reportzng for more
detaiied :nformation on the preparation of a C..\.FR and An E!t?ctcd
Of/icwl's Guide to Fwancial Reporting for more inform:l.tlon on govern
ment.:ll reponing issues.

Popular Reporting

In add:::on to C.-\F~3, more ::l~d rr.sre gaver.;.ments are preparing popubr
re;:Jcr::3. A popub:- :-e;:or: IS no: designed :0 pro\"1de the same detailed
fi:-.3.:1c:.:lI mr"orTI:::l:ion l~cluded in the CAFR. Instead, a popular report

BEST AVAILABLE COpy
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focuses on the overall services provided by the government. It can be an
excellent public relations tool designed to appeal to the average tax
payer. The financial information that is included is limited. Readers
are advised of the availability of the CAFR for more detailed financial
information. It should be noted that while the information is not pre
sented on a GAAP basis, it should be presented on a basis consistent
"'lith GAAP and the differences should be explained.

,}

Popular reports are prepared in a wide variety of formats. These include
"glossies" (e.g" professionally prepared documents with easy-to-read
narratives. photographs, and other types of graphics), newspaper-style
reports, newspaper inserts, pamphlets, calendars, and even videotapes.
They are not intended to replace a CAFR; instead, they are less formal
publications that should info!T.l the general public on t-fie goals and
accomplishments of the local government. Popular reports should be
widely distributed within the jurisdiction and made available to all
citizens.

Summary

This chapter has focused on the different types of reporting that is
common to a small local governmental unit. Interim reporting policies
should be developed by management to meet the individual needs of the
government (Le., they should be "tailor made"). External reporting is
more generic among governmental units (e.g., CAFRs, popular reports),
but it is still management's responsibility to ensure that procedures are in
place that enables them to effectively and efficiently prepare such reports.

BESTAVAILABLE COpy
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Generating data that provide valid, rcliable, and appropriate mcasures is essential in orc~'

for a monltonng system to impact on improved productiVity. Funhermore, since da::
collection and processing consume the lion's share of the cost of implementmg a mO:lllC,
ing system, the design must be geared to the selective acquisition of meanmgful daL.1 I:':

ordcr to be cost-effective.
The most striking aspect of the data component is that in most program areas, rele\"a::

performance mdicators come from such a wide vanety of data sources. These ran;;e. fL
example, from internal agency records, accounting data, and administrative data reper.cd i,

sponsoring agencies, through client-based or "caseload" data. obser;ational cour.~s ~::..:

phySIcal inspections, to citizen surveys. Fortunately, many of these types of data are r::~';:'::

available and incur relatively little additional cost for reformatting. While "ex:er.:al" da:::
are usually desirable to complement these existing data sets, the overall monitOring syst:.::::
can be made more efficient by utilizing available data as much as possible. The mos:
important consideration in developing the data component is what kinds of indicators te
include, and this in tum depends on what kind of evaluative criteria are [0 be used Ie

monitor performance. The relevant "'ariablr:s to be wnsidercd can N: iden:i:;c~ i~:;:::;;::: :
model of the program logic, illustrated below, that clarifies the assumptlons of cause dic::
relallonships by which a program is expected 10 produce its intended impacts.

A. The Dab Component

A prouuctivity monitoring system consists of (I) a data component, (2) an analysis co:::::
ponent, and (3) an aClion component (poister, 1983; Altman. 1979). As shovvn in FiS'Jre :
Ihe elements of these components are established by managerial decisions that are pan c
the monitoring process but not part of the moniloring system itself. Policymakers an:
managers have responsibility for sctting objectives and atleasl tile outline of strategies an,
activities aimcd at achieving them. Management is also responsible for developing cn::
sensus about the kinds of indicators to be included as well as tile kinds of analysts and t::_
intended uscs of a productivity monitoring system.
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A workable performance monitoring system must be based on a clear understanding of the
purpose of the program and the logic cannecting its inputs, outputs. and intended effects.
Figure 2 is a basic systems model of the logic underlying a conventional bus transit
operation consisting of a primary service delivery component and two support components,
(1) maintenance and (2) planning and marketing. The inputs into the system are resources
such as employees, vehicles, facilities, equipment and materials that can be measured
individually or summarized as dollar costs. The program itself is a conversion proa:ss in
which oper.ltional, policy, and design parameters such as preventive maintenance proa:
dures, routes and schedules, and fare structure determine the system's outputs.

Outputs are the most immediate prodUCts of a program, and in the case of transit the
principal outputs-those produced directly by tile service component-are vehicle miles
and vehicle hours operated: measures of the amount of service offered to the community.
Another output measure, bus seat miles of service provided, represents the capaclly of the
system. It is at the output stage of the system logic that interdependencies among the
program components begm to appear. For example, the maintenance program outputs
buses cleaned, preventive mamtenance checks, and repairs campleted-contribute to both
the ability to prcduce tile servIce outputs, vehicle miles and hours, and the quality of these
outputs. Similarly, some of the planning and marketing outputs such as service plan
adjustments feed directly into the service component.

Output tar;ets are immediate managerial objectives but do not represent tile real
outcomes-oner.ted objectives, or bcr.efits, of the program. '.Vhile numerous and sometimes
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are of:::n tracked as well a passenger miles traveled per seat-mile provided, which is the
percent of capacity that is utilized. In addition, the ability of a system to generate revenue
in relation to the amount of serv:ce provided is represented by the me3sure of revenue
per vehicle-hour,

FinJlly, cost-cffeetiver.ess ir.diC'Jtoi> r::!at= the direct effects oi the system to the cost
of the resources going into it, most direc::y the cost per passen~er tnp. A.lthough most
transit systems are not expected to tot311y f:n:mcc themselves from earned revenue, in the
busmess enlerpnse sense of the "bottom line" cost-effectiveness is expressed in terms of
the rebtlOn of revenue to expense. or the percent cost recoveT)', b addition, the operatmg
deficit incurred and the net cost per passenger trtp are other frequently used tndlcators oi
cost-effechveness.

B. Sekcting Indicators

Thc choicc of specific indicators to he included should depend pnm3rily on the ;'Jr::culJr
pUfi'Dscs for whlch a pcrior.7:an.::e momtonr.:; system IS Dcin,; !r.~iltutcd.· Ol~~r fJc:e;s
incl:.l~c the expense and relati"e ease of collcctlng valid and rdlable data as .... c11 .b

the potential consequences of rcportmg particular measures JnJ sheer mana~eJ!:':llt"

Om: r::search eifon used facter analySIS or ag,;regate dJ!a rc?,-'r;c!J to the L'r!:'an
~l:I~s TrJn~portatllJn AdminIstration (tJ\ITA) to reduce a list of .:8 measures to sc', en
"marKer" vanablt:s ..... hich consIstently repres.::nl the larger s.::t lFlclJmg. et JI. 19135)
Ho..... ever. such abbreVIated lists of Indicators may be useiul for makmg mtersy stem
cor.:innsons and yet fail to caplure many of the more subtlc as~cts of the prC'Jucllvlty d
a pa:licular systcm.

Selected Transit Productivity Indicato~

Poister

Utiliution
_ Passenger trips per vehicle-hour

Passenger trips per vehicle-mile
Passenger miles per scat-mile
Revenue per vehicle-hour

Cost effectiveness
Cost per passenger trip
Percent cost n:covery (revenue + expense)
Deficit
Net cost per passenger trip

Service coDSumptioll
Passellger trips
Annual rides cpr capita revenue
Revenue per passenger tnp

Service quality
Percellt oIl-time trips
Percellt transfers
A(;l;jdents per 100,000 vehicle-miles
Servio: i.DtelTUphons per 100,000 vehicle-miles

lin it costs
E.'I(pcnsc per \'chicle-mile
Expense per vehicle-hour
VarIable cost per vehicle-mile
VaTl3ble cost per vehicle·hour

Vehicle productivity
Vehicle-miles per vehicle
Vehiclc-hours per vehicle

I.3bor productivity
Vehicle-hours per employee
Vehicle-hou~per operator
Vehicle-miles per maintenance employee

Resources and outputs
Toul expense
Vehicle-hours
Vehicle-miles
Seat-miles

Table 1
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A. Performance Indicators
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conflicting policy objectives are often assigned to transIt, its overall objective may be best
summarized as providing affordable mobility. Thus. the direct effects of a transit system,
representing the attamment of this principal objective, are best summarized in terms of
ridership levels. Increascd mObility and tnnsit ridership over the long run C:ln also con
tribute to broader impacts relating to other community goals such as more widespread
participation in SOCial and economic activities, increased activity in central business
districts, decreased traffic congestion and increased parking availability, and even redUCed
air and noise pollution. The model further recognizes the resource-dependent, open systems
nature of transit operations with the inclusion of numerous environmental variables,
nnging from demographics and employment rates to land use patterns, travel paltems, and
governmental regulations. While not usually built into formal performance monitoring
systems, a strategic management perspective obviously requires keeping traclc of such
factors as they may facilitate or impede transit performance.

199Prcductid'.:I .\ f071itorillS

The conceptual framework provided by this system model of transit program serves as
a guide for developing and selecting measures to be used in productivity monitoring.
Managers ar:: usually interested in tracking the status of several of the elements included in
Figure 2 in abSOlute numbers, and ratios and rates computed by re13ting some of these to
other provide indicators or productivity and overall transit perfor.n:mce. Table 1 lists a
number of performance indicators that are commonly used by transit managers, grouped by
periormance dimension as keyed to the systems model. This is by no means an exhaustive
list, but rather a selective set of indicators which illustrate the range of appropriate
periormance rr:::asures (Fielding, 1987; !\oWler, 1980). First, total expense IS included in the
list because rnan3gen31 periormance is oiten keyed in part to cost-<:ontainment objectives.
Similarly, the standard outputs such as vehicle-miles and vehicle-hours are basic opera
tional elements that are often included in monitoring systems as scale factors. Measures of
vanous aspects of the quality of service, such as the percent of bus trips that are on time
according to printcd schedules, the percent of trips requiring transfers, accident rates, and
service interruption or "breakdown" fateS, are critical to the concept of producllvity as the
relationship of quantity and quality to program cost.

I....1bor productivity indicators relate outputs to the employees contributing to their
production. Because wear and tear on the buscs is reflecle.d more accurately by vehicle
miles as opposed to vehIcle-hours, vehiCle-miles per mamlenance emplo) ee is an ap;)fl}
pnate indicator of the labor productivit)· of the maintenance program, where:ls the vehicle
hours of service gener3ted by the bus operators beller reflects the labor producllvity of the
service component. Vehicle productivity can be measured by either vehicle-miles or
vehicle-hours per actIve vehicle in the fleet. Unit costs relate outputs to the cost of
resources, as measurcd by such indicators as the cost per vehicle-mile and L'le cost per
vehicle-hour.

Effectiveness is reflected rust of all by consumption in terms of ridership. This is
measured most directly by the number of passenger trips made on the system, but for
comparative purposes the annual number of rides per opita may also be of interest.
Consump:ton m:ry also be measured by the amount of revenue ,;ener:lled by the system
and.or the revenue per passenger tnp, as 3t least a partial refleC[lOn of the nlue of Ihe
ber.::fit recel'.ed by palrons. Overall prodUCtlVlly can also be VIewed In terms of uttlLz;ltlon
rates, Ite exter.t to WhICh the system IS Utilized rel;)tlve to the amount of servIce rra\ ickd.
Thus, the r.umbcr of pJsser.;::r tnp> per vehicle-hour a;lu p3ssen£cr Inps per vchH:!e-mlk
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Managers using perfonnancc measures to monitor the s13tus of their individual transit
sySlemS arc likely to prefer a somewhat more comprehensive set of indicators that more
fully represent the various dimensions of performance of concern to them. One observer
points out that pcrfonnance measurement systems in the pUblic sector often need to balance
varying infonnation demands from different constituent groups, and suggests that in such
situations the scope of the system can best be determined by gearing it to what potential
users want to know about the program (Grizzle, 1982). For a local transit system this would
mean a measurement system that would allow the flexibility to provide summary informa
tion on key perfonnance areas on a comparable basis toL~A, and perhaps state agencies.
while tailoring additional indicators to serve the presumably more specific needs of the
individual transit manager.

PerforTI1Jnce indicators are usually thought of as rates or ratios, and in making inter
system comparisons this is necessary in order to standardize for widely differing scales of
operation. One system may expenen~ many more service interruptions than another, for
instance, but in terms of service interruptions per 100.()(x) vehicle-miles operated it may be
exhlbllm£ sup-:rior perionnance. On the other hand, tracking a single system's per
formance solely with rates and ratios oiten will not provide optImal feedback because the
basic reasons underlying changes rhat are observed wiII not always be apparent. If, for
example. a system experiences increases in the number of passenger tnps per vehicle-hour
over a panJcular tIme period, does this reDect actual growth in ridershIp. a cutback in
service levels, or both? Thus. it is often helpful to repon trends in tenns of absolute
magnitudes as well as with performance ratios.

Table 2 summarizeS outputs and operating expenses from fiscal 1984 through fiscal
1989 for the ~letropolitan Atlanta Rapid Transll Authority, or :-'iARTA a major bus and
rail system in Atlanta. Georgia. While the vehicle-hours and vehicle-miles operated by the
bus system over this period have remained very stable. unit costs rose steadily as operating
expenses increased from 576 million in fiSQI 1984 to 5106 million in fiscal 1988 owing to
wage increases and the higher prices of other factor inputs. However. unit costs dccreased
substantially in fiscal 1989 as output increased marginally, whereas operating ex?Cnses
were cut down to S96 million.

In contrast. unit costs of the rail system tended to decrease over seH:ral years and at
$:.80 per vch:cle-milt: in fiscal 1988 were actually lower than 53.90 per vehicle-mile in
fiscal 1984. The explanation for this is that operating expenses on the rail sys:em sll;htly
marc than couhlt:d from 517 million in fiscal 1982 to S·W million in fisC.11 1987. :!nc then
dropped back a little to less th:m S38 million in fisc,) I 1988 as power costs dccrcased.
Ho..... ever. dunng this same pcnod vehIcle-miles operated more than tnpkd irom 3.9 [:111110:1
to 13.5 ml1hon as track was added to the system and new st:lt1ons opened. As rail outputs
inm:JSCd fJ.~ta than expenses, the net eifect was sUbSl.Jntlally improvIng operatm; effiCIency,
~c·.c:lhcks~. In f':sC.11 1989 oper:lllng expense rose dramatiC.1lly to $4,01 r~r \Chlc:-:-m:k.
even though output Increased slightly, as tOl.J1 expenses jump-:d up LO 559 nllillOn.

Ont: corr.i.lon negative effect of measurement systems IS goal dlSplJc::mcnl, whcrchy
or;:JnIZJtlCnJI r.ehJvlOr reaCL~ ovc:r tlme to maXImIze perforr.1Jncc on t1:0SC d:r.1cr:sions
cr::~:la~lzed by the system at the ex?<=nse oi other equally or morc Im;Xlf1:lnl o~,:cctlves,

T.~~s. the ~jc;Ctlon of indIcators IS CrJtlcaJ i:l terms of aVOidmg a boomerar.; effcct 1:1 ..... hleh
ovc::l!1 proL!ucllvlly Improvement IS actually Impeded by the use of a mon:tonr.; <;y~tem.

Tr.l~ ;cqc:rec, a v.ell-b:Jl:Jnced set of ;:;L!:calors whIch oifs:.:t such p0ter.t1Jl J> S:~r.cI10nJl

L'"':C~;.~:'.I;S c:~~t~d hy 3!1y one ~c::!sur~. O[~e;n mc~s:Jres CJn he rJlrcd In ;), cr:::c~ ..l:iJ

rJ:J:lCCS :!~?rGaeh by trymg to Jr.::~j~J:e the prob!crr.s [1;';'::1> to Ix: crca,ed by foc:,,:sl<1; 100

r.J;.') ..... ly r,:l SOfr.C r<:r't'ormar:c:: C,I:c,:a whIle r.e;:;c:lr.; others.
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T.able 2 MARTA Outputs and Expenses

Fiscal ye3t

1984 1985 1986 1987 19S3 1989

Bus system
Vehicle-hours--OOO's 2,079 2,121 2,155 2,192 2.155 2.:r ..
Vehicle·mllcs--OOO's 29,018 29,.393 29,770 30,.323 29,87: 30,:::J.<

AcddC:Dts 696 678 755 657 667 i.:.:
AccidC:llt.sllCO,OOO~ :.4- 2.3 2.5 2.2

.,.,
:!.:

Operating expense-OOO'! 76,-166 82,030 84,279 90,880 106,J80 96.06r
E.'<i'Cnse/Vehlcle-milc: S:.64 S2.79 $2.S3 $3.00 53.56 5~ .-oJ.;

E.'<pensc:,Vehiclc:-hour $36.78 S33.68 539.11 5':1.~ $.j9.-l1 $.13.5:

Rail systc:m
Vehicle-hours---r..oo's 314 448 531 529 561 6·"--
Vehicle-ml1es--C'OO's 6,1~ 10.038 12,156 1:.5.19 13,.194 14,79.'"

ACCIdents NlA 291 451 377 326 3"
Accldents/lOO,OOO \1M 2.9 3.7 3.0 ., ,_...

Operating Expenscs--t.Q()'s 23.965 29,347 38,s.w 4O,.J88 37,7:7 559,31 i
Expellsclvehicle-nuJe $3.90 $2.97 $3.:0 53.23 52.S0 54.0:
ExpenseJvehiclc:-hour $76.32 566.62 $73.15 576.5.1 $67.:5 S9J 9-:

For example, maintenance mana£ers Cln most readily maxi:r:ize the r.:Jmber c
vehicle-miles operated per maintenance employee simply by reducing Lie nc:;)tocr ('
employees in their divisions, but If they are no longer able to conduct essentlJI prevel"::;-'
maintenance activities on J reasonable schedule, buses wtll t-e.:;m breJkm!! cown a~

service quality will suffer markedly. To establish a balance xtwcen ma::::c::J;:C~ e::
ciency and service quality, then, a measure such JS the nur.;bcr of serVIce L1IC:7.:r:: 0 [:s ;0.

100,000 vehicle-mIles operaled should be included to assure t1:al the rcal pUf?0~e of :.
maintenance component will not be tgnored for the sake of COS! control.

Since performJnce rr;onllonng 15 t~e penodlc :;)eJs~rcr:-;cr:[ d ;"c:- :r.ClCJ:ors J[ rc ;'..~

intervals, It aecur;mla:es time senes lJJtJ bases which lcnd :::c:lscl'.cs mC~1 r::3';1;',
compJnsons over tIme. For instJnce, :-'L-\RTA develops a r.:Or.l~l\ stJIIS:;CJ: 5'..:;-:;::_'

""hlen :racks some 19 meJsures cor.cspondlng to Its bus sys:c:n JnJ:;.t Ir:JiCJ:,'rs lor :
ral! syslem. meludli';; output'i, oper.ll:n; cfiiclency, Utll1ZJ!lLJr.. Jnd c('q-e::':c:r,'cr::
measures. In JdJ::;on to repomnf: r1:ese figures for t1:e indIVIdual mJnt:J Jr:J :::.: .:t:J~_

from the sJ.r.:e month of :1":e preceJ:::; :- car, t..':IS report shows most 01 the S-Jmc ::::·c'rIT:3:.,
for 3 1:-r.100L'1 mov:::g [O[JJ and fer l.~C f:SCIl jeJr to calC, In eJch CJse com;:J;';;; -::HTC'

perfomJr.ce ·....·Ith l.'le precedmg : ear,
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Table 3 shows a selected set of these indic:ltors for the month of June, 1988; since
MARTA's fiscal ycar ends in June, the fiscal year to date entries also represent the entire
fiscal year. At thc beginning of this fiscal year the base fare was raised from $0.65 to SO.75,
and the overall results are readily apparent from Table 3. Total vehicle-miles and vehicle
hoUrs operated in June of 1988 were marginally higher than in June of the pre~ding year
owing to continucd expansion of the rail system, and total operating expenses were up by
11.6% to 514.185,563. However. ridership in June, 1988, was lower than in June of the
prececing year, with a sharper decrease in linked passenger trips, down 6.0% to a little over
6 r:ul1ion than in unlinkcd trips, down by 2.1%. This differential decrease reflects the
conversion of some line haul bus routcs to feeder routes for new rail stations, and may also
sUQcest thaI tli:: fare incrcase h:ld greater impact on central city residents than on suburban
co~:nutcrs w:-.o lend more to make mUltisegrnent tnps. litilization rates decreased to 3.42
pas.s<:r:ger t~i?s per vehicle'r.JiJe and 54.31 trips per vehicle,hour, and the combined effect
of the increase in expenses with the loss in ridership was an 18,4% increase in the cost per
passenger trip.

Yet, total pa~cngcr revenue went up by 20.6% over the same period to 53.861,778 as
a result of the hl:;hcr average fare being paid by the vast rnajonty of patrons who were still
UStr.g the syster.1. As predicted by the underlying logi: thaI calls for a fare increase, the net
effect was an l....nprovement in ~1ARTA's revenue to COSt ratio, which at 0.27:: in June of
1988 was 8.1 r;c higher than in June of the preceding year. Such monthly comparisons, along
with similar measures for the fisCAlI year as a whole, are obviously important for MARTA
managcment to track., in particular with respect to the awegate effects of service and fare
changes. Howevcr, these particular data may obscure possible differential impacts on the
bus system versus thc rail systcm; for example, greater erosion of bus passengers than rail
passengcrs as the result of a fare increase, which could be clarified simply by computing the
per::::nt char.,,;es [rom thc same month a year ago separatdy for each moJe.

Table 3 :-'fARTA-Sdcc[cd P:rfonnJnc:e Indic:ltors

Thismontn

% '"bus T3il total changc total changc
Indicator systcm systcm systcm last y:ar systcm last ~car

Veh:c::·mll~s 2.55S,C'l~ 1.1-l9,orJO 3.707.(X1() +2.8 4J.S93.()()() +2.-1
\'e~,jc:e-hours 18-1,9\1'J 48,100 :!.33.200 +1.9 2,792.0l1O +1.0
Pa\s<:r.~ers-:.::;"cJ 3.8.:'1,0(1() 2.258,000 6.107,0<.1() -60 71.l)5C),r~)U -:5
Pa5S<;r.~~rs-._r.,:r.;"~d 7.109,C(00 5.555.000 12.fA:,.1,OOO -:.1 1-lS ,:53,((0) -1.1
Pa5scr.~=r'>,::::;e :.75 4.53 J.~:: -17 3.3S -3 ~

P:l5SCr.~~r-~:-.·:'~r 33..15 11501 5.1.31 -3.9 53 '!6 -2 I
0?C:3t..~~ e~xr.~ $10.550.:02 S3,635,461 S1.1,135..563 +116 Sl-W,80 1,222 +102
E~;x:r.se \ ~~.. .;:e·rr.tle S-l.12 S3.15 S353 +35 S3.30 +7 g
D:::<r..:,c. \':r..::e·hour S57 ,:.r, S75.58 sr,{} :53 ..95 S5:.-:'0 .. 'II
E'(~<~se =,::5.."><::" ~:~ S:.74 S1.61 S2.3: +IS .I S2.01 +155
PJssc~::: :=·.er.~c S2,':'::.'.)35 Sl.-l19,7-l3 S3.s.r.;l,7~" +20 r) $-l5.99J.57Cl +179
Re'''=~..e =~~J~-'tC o~" < O.JC';()5 0., ....... ., +il.l 0.3176 +70,-.,)1_ -,-
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Flsc:tl 1st 2nd 3rd 4th
Ycar July-Sept Oct-Dec Jan-M:trch April-Junc To t.:l1

1963 Revcnue $ 67~r9 S 718.806 .. 771.'l,\: $ 7~0.39.t S:.l:.cJ5~~('1~

E.'tpensc $1,733.636 $1,7:9.036 S I.":" J6.7.w 51.%7.6:.3 57.1S:.035
'0 Cost recovery 38.S~a ~ 1.6C-o oW ~~ 37.6"" 40 ~.-:.

_ c

D<.::iClt L()()4.":57 1.010.:::jO 97-1,":"55 1.::::::7.::::9 .l,:::76.:J7.l

TO!J.I pJ~scn;crs 1.0: 6.5 34 1,:34.:::':0 1.: l}7..r;'7 1.:i5..595 .l.~:5,O~~

~c! cost PSSC~;=TS $1.05 SO.79 SU 75 S1.01 SO.';,)

1<:~7 R:::vr:r:uc:: S 6'16•.w." S 71):s, 107 S 7i'l. 'l()Q S 776.39.1 SJ.'_'::I:I.O! ~

F_'tx~~e S1.5~5 ..l'if) S1,6:b.-1~1j S1,7.5l.33.13 $1.9:7..173 Sr"s.SO.-<C)

,";, CDSI recc\ er-: ~ ... -- 491'0 4.4 5r-c J,(I.3c oW 3",_ c

Ddic:! 8"'9:~~ 3:3,3-19 9':"Ut,8 1.151.0'7<) },S:::9,~~

T,)[.11 ,J''.::" ;':rs l.~lj:':~~ 1.:.50,'700 1.:':9.552 1.:::33.31 S -l.r;:55.~:'J)

~~t C("Ist ;-"5..-=<:; &:cr ~O 7.\ SO 66 SO '77 SO.I)O SO -~
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For longer-term trend monitoring it may be more C4mvenient to use quarterly rather
than monthly data. Table 4, for eX3mple, shows selected indicators for the Peninsula
Transportation District Commission, or PE.'lTRAN, a medium-size bus system in Newport
News, Virginia. These data penain to each quarter of fIScal year 1988, with equivalent
figures for each fiscal 1987 quaner provided as a basis of comparison. Total ridership was
higher In the second and third quaners and lower in the fll'St and fourth quarters of fiscal
1988 as compared with fiscal 1987, but the net effcct was a decrease in total passengers
from 4,985,786 to 4,815,048 for the year as a whole. For each qu:mer of fiscal 1988
revenue was less than in the corresponding quarter of 1987, and overall revenue decreased
from 53,050,915 to 52,905,361 for the year. Overall, revenue was down by 4.8~ for the
year, whereas total passengers were down 3.4%, indicating a slightly lower average fa.e on
the system in fiscal 1988 even though the same fare structure was in place 3S in fiscal 1987.
Since expenses were higher in fiscal 1988 in all except for the third quaner, PE?'otTRA.~·s

percent cost recovery factor slipped from about 44';1, in fiscal 1987 to roughly 40'7c in 1988,
and the net cost per passenger trip increased from SO.77 in fiscal 1987 to $0.89 in 1988.

Longer-term trends are often presented most effectively in time series graphs. Figure 3
plots ridership trencs on a quarterly b3sis from fiscal 1984 through fiscal 1989 for the
WIlli:lmspon Bureau of Transponation (\VBT) City Bus operation, a small transit system
in Williamspon, Pennsylvania. First, some systematic seasonal variation is evident, with
semor citizen passenger trips tendi::g to be lower and regular revenue passenger trips
tcndmg to be lower and regular revem.:e passengers tending to be higher in the third qU3ner
of the fiscal year, January through ~f:1rch. Regarding long-tenn trend, thl; plots indicate that
whereas seOlor citizens have tended to decrease gradually over the past 6 flSc.:l1 ) ears,
regular revenue passenger trips have increased over the same period. The net effect of the
opposing trends has been a very slight increase in toul passenger trips over the long run,
averaging in the vicmity of 2iO,OOO trips per quaner.
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Figure 3 \\lBT long-term trends.
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B. Intrasystem Comparisons

As with the 1'.fARTA rail and bus systems, disaggregating the data down to the major
components of a transit operation often provides additional insight as to how well these
components. and the system as a whole. are performIng. For example, in :lddition to its
regular bus service With on the order of 2.6 million passengers per year. P£"TRA.-...; also
operates some separate work "trippers" that corry more than a third of a million passengers
per year and a "sh:pyard express" service to the largest smgle employer in the area. \\ hlen
c;:lrTles more th3n a quarter of a million passengers per year. Furthermore, under cOntrJct
',I, nh the IccJI school system, PE:-''TRA..''l also operates separate school bus servIce th31
c::!mes well over a million stud~nls per year to junior and senlor high schools in the area.
The school bus farc is only S0.40 as compared with 50.60 for the regular SCr>·ICC. SO.75 [ex

the work tr;?p::rs, and S1.00 for the shipyard express.
As shown m TJt>le 5. tracking key indicators for these individuJI components revcJ\s

cl::,::rent trends in tl',elr r:dcrship over time. Although all four components lost nders
b-;"... een f;,CJl 19Y) :lnd 1%7, these trends contmued through the next yCJr on Ihe first
three corr.?Oncr.:~ but root on the school bus scrvu:e. Ridership c;;c;cased from fiscal 10:'\-:'
10 1i)~g b. more than :00,000 on the regUlar operation even as vehicle-hours increa<;ec
r.:ar;lr:al:y, Jnd the ·...·ork tnppers lost more than 30,000 pJsscn;er tnps. whereas the
srll?Y1rd e,,~rl:<;s cJIT;ed :::O.()()) fewer r.dcrs. However, the school bUl; scr'ICC:, which 1$

p:~Jnl y ser:slll',e :0 SCh001 enrollme;l! tr::ncs. cJm:.:d 1iO.Cw more passenger tnps to

1<;.;'~ than 1:1 1<)S7. T:",CSC CCluntcring trends rcsultl:d h, the net loss of some 150.000
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Fiscal Ycar

I'IH2 IllR3 1'I1H 19R5 19H6 1987 1988

Rq·.lIJ.,r ~('.'I,·C

Vdllde h<llllS 90,123 %,954 9'),303 99,061 9H,628 101,R69 104,054
/'.''>.',('Ilf't'I\ 3,2 HI.l'iO 2,llf>.l,4W 3,050,476 3,3(~I,605 3,II56,H7H 2,HH5,4116 2,6HO,922
I' .•\'...·lIf~t'I'/\'chide· htllir .'1<, II 306 30.7 314 31 II 283 258

WllIk IrlPPCI\
Vdllde h"\If~ 17,466 17,0:\6 14,760 14,477 15,693 16,948 14,965
I' ,,'>.\·,cllgel '>. 370,011 3H7,762 405,5R6 402,4R6 4H2,47H 36H,825 334,567
1',''>.'>Cllgcl\/vthide hOllr 21 2 228 27.5 27.8 256 218 22.4

S111pyward cxprC'>\
Vdlldc·ho\lfs 11.'1110 13,p,.19 12,522 12,331 I1,R98 14,381 14,481
l',l\.' ...·III.'·I\ 2'/2,f1S7 30.1,576 .I0H,160 2l)(),47I 2')4,7hO 291,325 26H,350
I'ol.'>.'>CIIgcr.,l\ dllde-hollT 210 21 'J 246 2.1 () 24 H 20.3 18.5

School t~J'><.~

Vehide hOll[s N/A N/A N/A 27,M5 W,R20 30,647 28,388
I' .•' 'oCllf:C/\ 1,12/-i,%4 1,3'IH,'J22 1,450,0) I 1,1HI),700 1,287,543 1,261,743 1,373,356
I' .'v... Ilf'( r' I" 11I( Ie hflllT WA N/A N/A 51 3 417 4Ll ·ltH
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passengers systemwide and explain PE.'ITRAN's lower average fare on the system as a
whole and the decrease in aggregale revenue.

Especially on smaller systems, tracking many of these key indicators on a route
specific basis can be helpful in fme-tuning operations. In Williamspon, for example, WBT
checks various aspects of individual route perfonDanct at least one:: a year in addition to
lI'3cking mOSl of the same indicators on a quanerly and annual basis for the system as a
whole. Table 6 shows a few of these indicators brok.en down by route for a single week in
September, 1987; the top eight rOUles listed in Table 6 are regular daily roules, whereas the
remaming four months are evening routes and trippers. The variable cost of operating each
route was estimated by a model employing unit cost items for both vehicle-miles and
vehicle-hours for the system as a whole.

The :-;ewberry, Montoursville. Garden View, and Loyalsoc~ roules are the real back
bone of the system. operating the most service and incurring lhe greatest cost. However,
ridership (nol shown), and hence revenue, are also higher on these routes, and thus lheir
operatmg cdicits for the week are not far out of line with the olher routes. By contrast, the
West Third Street, South Side, and Easl End routes prodUce CQnsiderably less revenue but
stilI have operating deficits comparable to lhe Garden View and Loyalsock routes. Looking
at cost-effectiveness, among the regular routes the Newberry route has the lowest deficit
per passenger lTlp at 50.19, followed by the Garden View route at 50A~, and the West Thud
Streel route at 50.54.

At the other end of the spectrum. the South Side route incurred 3 deficit per passenger
of 51.12, and the ~fontoursville and Easl End routes had operating deficits per passenger of
50,80 or more. Similarly, the percent variable COSI recovery on the 1'lewberry, West Third
Streel, and Garden View roules all exceed the systemwide average of 45%, whereas the

T3ble 6 V.'UT E,<pense, Revenue. and Deficit by Route (Sc:plember 18-:.J. 198C))

·Estimated Openung Percent

~ » variable Operating deficl~'pas.senger vaT1aole cost
7 Route COSl (S) Revenue (S) deficit (S) trip (S) rr:co\ e::.'.1
~,

Newt.-erry 3.218 2,:93 9:5 0.19 71

I
Monlou~vl11e 3,517 1.187 2,3:;0 0.95 34
Garden View 3,:02 1,5S5 1.617 0.49 50

I Lo~'alsock 3,034 l.317 1,717 0.6-1 ·B
i Market Street 879 378 501 063 43.- I- West Third Street 2.025 919 1.096 0.54 46

South S.Je 1.926 563 1,363 1 ..,.., :9
ost End 1,9:: 735 1,187 O.SO 33
Nlghtbne E.J.st 305 137 168 0.57 45
Slg~Umc 'Jw'cst 38: 177 :05 0.55 46
P\IShun!e 61 57 ..[ 0.0: 93
Illll's C.~"ress

,
67 31 36 ".,""1 4/)V.UV

Munc:. ~13i: L:.c.11 681 ISS 4% 1.10

L~coml~f: ."lJ,i 475 --12..!- 1')..[ I.:D 33
Touls :UJ'J..[ 9,755 11,939 060 -15

:"':>r.,o,e G:.""",~ C""t = (~O ,? x veilJcle·'TlIie,) + (S16::.o x verucl<·hoursj
5..lr..:rc.J': C'1~'"
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Table 7 Selected WET Performance Sundards Fiscal Year 1987

BESTAVAILABLE COpy

-----------_..~ ,)3

Poister

Su:ew,,!e
V.13T Fisc:!l 1\\ ern;:e

Cnterion StanJ:ud 1989 1C)~q

Percent employee :!ltendance ~9--~ 98 S'C S,\
Vehicle-miles per employee ~15.000 16.631 15.219
Vehlcle-mues per mamtenance employee ~80.000 85.631 91.:.33
VehIcle-hours per operator ~1-:-00 1757 166,l

Vehicle-mIles per vehICle ,,::S.OOO 31.S12 ~6.C\..I~

E~pense per vehlcle·mlle ~S :.~5 S2.-I3 S~ -,

E~pense per vehIcle-hour sS-IL) 01 S3-157 S36 0 2

venu:le-mlles between road ellIs ;:35L'O 55% ~0:J

ColliSIon a'::CldenlS per lOO.Co(X) vehicle-mIles sJO O.S-! :'.-12
PerL:Cnt on-tIme performance'

peak penods ~~YC 9:; .y"c l"A

non-peak ~95"""o lOOO':(. :-',\
Percent tfansicrs sl0e 6 5'-~ 6.: -:
Passenger tnps per vchlcie·nour 2:23 :'7.5 ~- ,-' -
Set cost per passenger sSO <)(J SO 77 SO -~

Operalln~ rallO lrever.ue.expcnse) ~5r-o 4'~ 51~c.) <
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C Comparisons Against Standards

~fonitoring systems often measure actual performance against fl."ed standards, targets
developed in the planning process. or amounts set in the budget. For example. V·lBT has
developed 29 standards relating to staffing ratios. labor productivity. operating deficiency.
service quality, utilization, and cost-effectiveness and annually measures actual perfor
mance against these standards. A selected set of these standards IS sho\\-ll in Table i along
with \VBT's actual performance on these criteria for fiscal 1989. Statewide averages for t~e

so-called medium-size systems in Pennsylvania are also shown as a basis of companson.
T.1e percent employee attendance is defined as one minus the number of unex?cc:ed sick
occurrences and "mlssouts" as a proportion of the total number of report umes ior bus
operators; all the other indicators have been defined elsewhere in this chapter. \\13T's
actual performance met or exceeded each of the standards with the exception of passenger
tnps per vehicle-hour. which was very close to the standard at 27.5 vs 23. In addition. \\'BT
outperformed the statewide average on nine of the 12 indicators for which compJrable data
were available, a profile which reflects very respectable performance levels while suggest
ing there is still some room for improvement.

Montoursville and East End routes recovered less than 40% of their operating cost through
the fare box, and cost recovery was only at 29% on the South Side route. While WET
planners have often focused on the Market Street route as needing attention because of its
low absolute volume of ridership, these data show that the Market Street route performs
relatively well and suggest that the Montoursville, East End, and especially the South Side
routes may well be higher-priority candidates for modlfication in configuration and/or
service levels.
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V" MO~ITORI:-';G SYSTE~15 A..'1D PRODUCIlVITY I:-'!PROVE~fENT

~1any 10C31 government programs maintain monitoring systems for reporting to state and
federal agencies but fail to translate the information provided into decisions and actions
aimed at impro\'ing productivity. Results-oriented management requires tying monitoring
efforts into other management strategies and systems, and the most direct means of
acccmplishing this is through the establishment of objectives which serve as standards
against which productivity indicators C3n be evaluated.

In setting challenging yet realistic standards, transit agencies can analyze their own
past L"'ends in the context of key environmental constraints to gauge what fair expectations
rni~l1t be. For exam?le, changes in the pri~ of fuel will influence the cost per vehicle-mue,
and current and anticipated employment patterns in the service area might temper expecta
tior:s concer:llng the number of passenger trips per vehicle-hour. As suggested by the
eXJmple involvmg \\'BT's performance standards, peer group comparisons with other
trar.SI! ag~ncl~s mlg~t also provide a frame of reference for developing reasonable ObJec
tives. In addition, tec~r.ical analysis and prevailing industrial engineering standards may be
helpful in selling objectives on such dimensions of productivity as on-time performance or
the number of service interruptions per 100,000 vehicle-miles operated.

WhIle ~IBO systems are now prevalent at all levels of government, one issue that
frequently anses is that managers are justifiably reluctant to be held accountable for
outcomes which they cannot control. Thus, for instance, operations managers are fre
quently concerned that on"time performance may be hindered by traffic congestion over
whIch the)' have no control, and maintenance managers understandably resist bemg held
responsible for the serviccability of equipment made with faulty components. At higher
levels, tranSI! managers may readily agree to be evaluated in terms of the quality of service
they provide but not in terms of revenue generation, since so many factors beyond their
motral influence ridership.

However. ~uch criteria clearlv should nOl be omilled from mana~erjal obiectl\'c sellin!::
and performance monitoring syst~ms becausc they in fact define wh~t overall proJuctivity
is all about; to exclude such factors from consideration would be to deny m:lnJgement
responslbllit)' for performance" Rather, as pointed out elsewhere (Grizzle, 1982). t~e notion
of shared responslbihty should be the governing prinCiple here. Thus. managers need to
take the relevant cxternal factors into account in sclling specific objectives and assume jOlIlt
responsibility with subordmates for the reasonableness of thcse expcctJllons. FUr1her:nore,
eva!:;atlor.s of indivIdual's performances in light of agency Objectives should always t>e
temp<:rcd by consIderatIOn of the factors beyond their control that might have inlluenced
the results.

A. Programmatic znd ~ieasurementChanges

\'yr.en prod,,;c::vlly is found to be declining over time, or to be consIstently below a;cncy
stanGJ;J~ or "lndUslry" averagcs, this should prompt in\eslIgation oi the problem Jnd
analySIS of ·... r.ether programmatlc changes are In orcer. at ellhcr the stralepc or operatlons
level. I:1 t~e field of transit, such solutions play out through changes In mana;emcnt
poliCIes. r.:u,;etlr.; Slrale;:es. maintcr.:lnce practIces. or the sen'lce plan of TOL::CS an.!
scr.~Cu~c~. Fer example. PE:-'TR.A."'s continued loss of nJcrshlp over a 3-year period led
to t::e cc" e;C1pmcn: of a new service plan whIch reconii;ured SOTrlC roules, e!lTrlUlJtej
un?~:~;;c:l" e runs on other roules, and proVI\J::d felf a ::O~ net lIlCTease m overall s<::n'lce
all;:::d J[ rC',erslng thIS negatlve ndershlp trer.d.

~ ~

7,_. _,,'.=.:::....':Z-~::::.::,~::..:.:.:-:~.~!...~,:.:.;.:.:.;::-: '.~~~~.~~~ ..=-,=;..,.,;:~'~ ~~';:'':::=~::''~:<''~
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Problerl".s that surface through ongoing monitoring can also lead to the initiation of
incentive systems designed to improve productivity. WET. for example, found it was
consistently well below standard on employee attendance. with frequent "missouts" and
sick leave abuse driving up ovenime costs to unreasonable levels. Management's response
was to institute a quarterly incentive program in which drivers and mechanics wilh a perfect
attendance record for the 3 months are given a $50 U.S. savings bond as a bonus. These
attendance records are also factored into decisions about a series of annual awards for
drivers and mechanics that also carry monetary rewards. The result of incentives has been
a dramatic reduction in "missouts" and overtime charges and mar1ced improvement in
overall employee attendance.

Finally, an unexpected or seemingly unre3S0nable results C:ln someti..'Iles signal a
me3Surement problem with the monitoring system itself. Obtaining reliable data on rider
ship, for example. which is so critical to monitoring transit productiviry, can be panicularly
difficult for multimodal systems. This is especially true when SCrvlce quality is enhanced
by barrier-free transfers that leave no "paper trail" and when weekly or monthly passes are
used repealcdly in multisepncnt passenger mps, making it difficult to distinguish between
originating trips and mid-trip transfers. On such systems. MARTA, for example, registered
bus boardlIlgs and faregate entries on the rail system may bear little resemblance to the
overall number of passenger trips. Indeed, after its statistical summaries continued over
several months to produce ridership figures that seemed anomalous, contained inexplicable
fluctuations o....er time, and did not correlate well with other system parameters, MARTA
determmed thaI its revenue-denved passenger data were unreliable. Ralher than modify
system objectIves or make operational changes based on faully data, MARTA decided to
improve Its own mcasurement system. The result was a complex passenger estimation
model that utilizes a combination of electronic data, traffic checker counts. and parameters
drawn from samplc surveys to develop reliable estimates of monthly passenger trips and
transfer pauems by mode and fare payment category.

V. COKCLUSIONS

In summary, the regular monitoring of program performance is an indispensable element of
strategic managcment which is concerned with productivity improvement at the operating
level as well as enhancing overall effectiveness. Performance monitoring is very prevalent
among urban mass transit systems, which readily lend themselves to illustrate the issues
surrounding the design and utiJintion of monitoring systems. However, as is the case in
many other program areas, transit agencics oftcn fail to take full advantage of their
monllonng systems to increase cost-effectivencss and improve productivity. largel)'
because these systems have been implemented to fulfl1l reportmg requirements but
not designed to ser....e local managenal needs. While a handful of key indicators may
sutl~ St::1pJy to track the status of system performance, for example, a b.11anced, more
enco:npassl11g set of IIIdlcatOrs may be bettcr suited to assIst in polIcy and managerial
deCision makmg.

Using urban transit systems as examples. this chapter has reviewed several issues
con~r:u!1g the selection of indicators to be IIIcludcd in momtonng systems and the kmds of
compansons that will factlilJte effective utiliullon of thIS IIIformation in improvwg
productivity. TJk.l:1g full advantage of the potential of performance monllonng, how
ever. re<;ulres deSigning and utl1izmg mor-Honng systems With dIrect JIl:kages to other
rnanager.-:cnt strategies and systems regardl:':,!; budgetIng, personnt:!. Jnd overall dJrecllon
and CDntroJ, ..... hlch increJslngly are found III the publIc m:lnager's lool kit. The key !O
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suca:ssful productivity monitoring is the use of systems frameworks, not only for delineat
ing the underlying logic and performance indicators of the target programs, but more
imponantly to assure a logic in the design of the monitoring system itself which will
ttanslate the results of measurement and analysis into decisions that will lead to produc
tivity improvement.
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AppendixC
Budget Document Score Card

"Budoet Document Score Card" (Appendix C) from The Best ofGovemmental
BUdg~tmg A Guide to Preparing Budget Documents by Dennis Strachota. GFOA
1994. © GFOA 1996. Repnnted WIth permission

Choose the appropriate response for each question, add up the corresponding
points, and check them against the scores at the end of this score card.

As a Policy Document

1. Which of the following are included in your budget?
__ Department or program objectives for the budget year or biennium
(3 points)

__ Organizationwide goals that span more than one budget (6 points)

__ both of the above (9 points)

2. What is included in the budget message?
__ summary of major revenue and spending proposals (3 points)

__ recommendations to address major issues and problems confroncing
your government (6 points)

__ themes that link policy issues with budget proposals (9 points)

__ all of the above (12 points)

3. What fiscal policies are included in your document?
__ financial policies that span more than one budget (e.g., debt policiesl
(3 points)

__ fiscal guidelines pertaining to the current budget (e.g., limiting spend
ing increases to 2 percent) (6 points)

__ both of the above (9 pomts)

As a Financial Plan

4. What debt information is included in the budget?
__ estimate of current outstanding debt (3 points)

___ analysis of current debt capacity and its implications tor the budget
(6 pomts)

__ both of the above (9 points)

5. Which of (he following tinancia! summaries are mcluced in your budger?
__ consolidated summary of revenues ,lOd expenditures tor ,:t11 budgeted
funds 13 pomts)

__ summary of expenditures by department or program

BEST AVAILABLE Copy
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within fund type (6 points)
__ both of the above (9 points)

6. What type of revenue analysis is included in the document?
__ description of major revenue sources (3 points)

__ discussion of significant revenue trends and underlying assumptions
for revenue estimates (6 points)
__ both of the above (9 points)

7. How detailed is the spending information presented for individual depart
ments or programs?
__ more than five line items or objects of expenditure (1 point)
__ less than five line items or objects of expenditure (3 points)

__ expenditures by activity only (6 points)

8. What information does your operating budget include on major capital
projects?
__ list of major capital projects and their costs for the budget year ill bi
ennium (3 points)

__ estimated impact of capital projects on current and future operating
budgets (6 points)
__ both of the above (9 points)

9. How many years of data are included in the financial summaries or de
partmental and program schedules?
__ one year (1 point)

__ two years (3 points)

__ three years (6 points)

As an Operations Guide

10. How much information on department and program responsibilities is pro
vided?
__ mission statement or statement of purpose for each department of
program (1 point)
__ mission statement or statement of purpose for each major activity
within a department or program (3 points)

11. \X7ha t measures of performance are provided for departments or programs?
__ discussion of prior budget results and accomplishments (3 points)

__ one or twO years of quantitativt or qualitative performance data (9
points)
__ three years of quantitative or qualitative performance data (12 points)

,13,,) V
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12. What information is included in your budget on personnel or staffing levels?
__ number of full-time equivalent positions by department or program (1
point)

__ number and type of full-time equivalenc positions by department or
program (3 points)

__ number and type of full-time equivalent positions for each of three
years (6 points)

13. What is included in the organizational chart?
__ ~epartments (1 point)

__ departments and activities (3 points)

__ departments, activities, and position counts (6 points)

As a Communications Device

14. Which of the following reader aids are included in your budget?
__ table of contents (1 point)

__ table of contents and glossary (3 points)

__ table of contents and glossary, and index (6 points)

15. What type of information is provided on the budget process?
__ description of budget phases and timetable (1 point)

__ description of budget phases, timetable, and roles of key participants
(3 points)

__ description of budget phases, timetable, roles, of key participants, and
related financial planning systems (e.g., capital improvement planning) (6
points)

16. What type of visuals are included in your budget?
__ graphs (e.g., line graphs, bar charrs, pie charts) (1 point)

__ graphs and maps (3 points)

__ graphs, maps, and photographs (6 points)

1-:-. Where are graphs placed within the document?
__ grouped together (1 point)

__ interspersed throughout the budget (3 points)

1S. What information is provided on the community of population served b~'

your jUrIsdiction:
__ economic, demographic or social statistics (1 pomt l

__ economic, demographic or social statistics by geogr:lphJc .lre:l or
population secror (3 pamts)

19. What IS included on the budget cover:
__ tirle onl~' 11 pomt}

__ [ide ,md artwork ie.g., deSIgn or phoros) (3 pamt;j)
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__ title and artwork in more than one color (6 points)

20. How is your budget summarized?
__ summary within the budget document (1 point)
__ a separate budget~in-briefor summary budget (6 points)

Document Scores (Maximum Score: 141 points)
37 to 67 Requires a Major Overhaul
68 to 98 Some Sections Ma)' Need Major Revisions
98 to 128 Could Use Some Fine-tuning
+ 129 Looks Like a Budget Award Winner
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BUDGETS
AS LITERATURE

'In every work
egord the writer's end,

Since nOlle can compass
morc thon they intend'

'A perfect judge
will read each work of wit

With the same spirit
that its author writ'

In ,cQmmun'_llish, "Iiteraturo" includes every
tl,Il1(J wrillhn. T.iiJrury critics, howevl-r, :,ul aside
this broud deiillliion in fuvor of a more lillllied
idea. They limit their delinition to Ihose COIII
positions lhat lell stories or please reacll'rs with
illl,lqin<llive worJ use,

ThIS narrower concept effectively removes
fdclu,ll compositIOns from the re,lIm of critical
apprdisClI. On this ground, many will dr<Jlle that
budgets' pre·elTllller.lly factual conlent exempts
budgets from the reach of literary crilrcs. Of
course, if we admilthat budgets have no stund
ing as works of imagmative IiteratuIC, our in·
quiry into the merits of these documents is over
below it starts, We wject this argumellt, offering
the sdll1plcs assembled in this book as evidonce
for our rot and,

Budgets as Works of Imagination. II you hilve
not yet leafed through this book, kindly do so
IIOW. What do these (~xhibits-drawl1from scores
o( budgets-tell us? First, we lind it hard to
~lenerahze about these samples because their
form and expression vary widely. We do lrnd
some standard features, however, such as the
use of major object expenditure classifications.
But the uniformities me trifling compared to the
dd(erences. Jndoed, the eye is slruck by the ex
lent of variation: the variegated forms; the
vilriances in layout, type fonts and sizes, the
dissimilaritieS of document organization; Ihe dif
ferences in narrative displays; data arrays; elc.
Inventive minds clearly are at work here.

These variances prove that eelch document
designer sought certdin effects, consciously or
unconsciously. What moved the designers to
clloose as Ihey uld? Some speculatIon IS in
ordl?r Cunsidl'r the six sample tables of conlents
dlspl...lyed What insflired the designer afthe
PhOf!IIlX, Arizona operating budyet to index Ihe

('l h" '''', ,y l·1I 11.1' pl""I)()( '" lor a literary th"",y c,f OIlC),I,,1

,J'l( 1If111 /II t11(lfi IIH (JrpnJdll'~. whpro uppruplldlf',!Jc I, (tlflll •• hom
1111 f ' II}' ( 111 ("fJIIL1',{1J Ly f...lpxdmh'r Pupe, I'J II )

{lf$T AVAILABLE copy

entri'" ,f the table of contents? What aesthetic
ildluences caused the Cypress, California
designer to employ large type, arresting section
headlinos and a balanced layout for the table of
contonls? Also, consider this: All six designers
used a dolled line connecting entries to pdge
numbers lor quick and easy reading. We
wunder why these designers did /101 flush these
entries ugainst the page numbers to accomplish
the same purpose. Further, why did the designer
of the Henrico, Virginia table of contents list
eight entries to the inch, compressing the text?
WdS it i] strong desire to confine the table to a
silll]le page?

From our viewpoint, these speculations are
not trivial. Indeed, they throw a bright light on
our thesis that budgets are not strictly factual
communications; rather, they are fascinating,
mysterious producls of literary imagination and
so are lit subjecls for critical appraisal.

Reflections on the State of the Art. Budget
documents were once primarily accounting
slutements, page after page of ligures intelligi
ble only to persons preparing them. Judging by
the samples in this book, interpretive displays
now are relatively common. This judgment,
however, is tempered by the existence of many
sample pages wholly devoted to numbers.

Whde we can only speculate about docu
ment designers' motivations and aesthetic
values, it seems fair to say that the samples in
dicate: I) a commitment to interpretation; and
2) a desire to place interpretive material on the
same page as the related expenditure display.
In many cases, this laller impulse leads to
crowded pages. Many designers respond to the
problem of integrating numerical and narrative
displays by zoning space-that is, preprinting
buxes, titles, messages and columns. This stan
dardized approach to the space assignment
problem allen leaves either too much or too lillie
room for interpretive material, which varies in

BUDGETS AS LITERATURE • I.
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'But true expression,
like the unchanging sun,

Clears and improves
what'er it shines upon'

contlmt ilnd length. The space a~sirJnrncnt prob·
lern Ciln be solved in aesthetically pleaslllg
WilyS, however, as [hown especiLllly in the
samples from St. Pilul, Minnesotil, Asheville,
North Carolina, Phoenix, Arizona and
MIssissrJugil, Ontario. To their credll, the
deSIgners of the lilller three samples also incor
poruted graphic displays.

In gcnerill, designers who give visuill prom
inence to expenditure displays-assigning them
zones thilt cross entire pages-seem to have the
greatest dtfhculties presenting interpretive, eye
catching material. Evidently, success in empha
sizing interpretive elements depends on assign
ing expendIture data to side zones.

Note also that crowded pages-regardless
of intention-give t'he reader a sense 01 random
ness or intellectual promiscuity. This effect tends
to corrode budget t:redibility by undermining its
claim to relevance. Budget designers must
always be conscious of the pernicious effects of
information overlonds. Selectivity and Ilexibility
are the watchwords. Attracting and holding
reader attention demands judicious space use.
Isolating and addressing key issues requlles
careful selection 01 interpretive material. For the
same reasons, excessive reliance on fixed space
assignments-and .~xtensive page coverage with
preprinted forms-dre vices to avoid. These
practices reduce the flexibility to address key
issues in an interesting manner.

In examining these sample budgets, a live
wire crilic could not refrain from comment on
the extremely low use of programmatic expendi
ture classifications. Having just made the point
that fleXIbility and selectivity are master con
cepts of document design, what are we to make
of tillS rallunce on major object classificatIOns?
Wlih rigid commodity-oriente'd classifications
occupying valuabl'3 space in the expenditure
displays, budgel dl!signers lose the opportunity
to use programmatic or performance cosl
centl!rS to concentrate atlention on key issues.

••••

Neglect Without Cause. Regrettably, budget
documents do not get the critical atlention they
deserve. Triviality is not the cause 01 this
neglect, because budget documents are ex
tremely imporlant from a socioeconomic view·
point. In aggregate, budgets reflect huge sums.
Annually, much of the nation's wealth passes an
appropriations test before expenditure. Yet,
budget documents-important governmental
papers-rarely are reviewed for communicative
and aesthetic merit. Are there intrinsic reasons
why Critics do not appraise budgets for their in
formation content, coherence, readability, ap
pealing lormats and adherence to scholarly can
nons of language, reference and accuracy?

This neglect is even more puzzling after ex
amiOlng an example of a competent review, like
"A Review of the County Manager's 1979
Budget Message, Monroe County, New York"

BUDGETS AS LITERATURE ••

In this connection, we must remember thai
the unique presentation requirements of each
budget probably change yearly. Although cost
cenler standardization for comparability cerlain
Iy is imporlant, it cannot be an overriding con
sideratIOn. It is much more important to center
a \lention on significant problems. In some years,
Ihis may mean a more (or less) exten!>ive break
down 01 expenditure titles, depending on the
abstraction levei needed to do justice to the
issues .

Abstraction levels are to a budgetmaker
what lools are to an artisan. In selecting expen
dilure tilies and in composing interpretive
material, the budgetmaker sharpens the focus of
his art. There is no space for extensive detail,
yet generalities are unacceptable. From a
critical viewpoint, the quality of budget
documentation hinges on topic selection and
emphasis. Budgetmakers take on moral respon
sibility (often unrecognized) for defining reality
for other people-a task that makes a budget
maker a metaphysician, of sorts.

•••-•••
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'The generous critic
fanned the poet's fire,
And taught the world

with reason to admire'

, 'Tis hard to say,
if greater want of skill

Appear in writing
or in judging ill'

(poge xii). The re"'N proves a clever crillc can
hdve greut sport WIth budget documentation by
dpplying liter<.lry and scholarly criteria.
Although a hghtheurled spoof of a particular
budget lllessuge, Stuart A Dunham's critique
certclinly applies to budget documents in
general. His review deals with common deficien
CieS, such as excessive reliance on bureaucrotic
jargon, a preference lor abstract language and
plcltitudes and a tendency to personalize pro
grams and organizational units. Imagine how
such criticism might affect budget designs.
Critics might be able to accomplish what a
budgetmakers' legion has not-budget process
reform.

Critical Duties and Opportunities. Prospective
critics 01 budgetary literature have the following
duties in common with critics in generol:

First, they must assess quality, judiciously
applying standards. Given the state of the arl
exemplified in this book, developing valid judg
ment criteria is not simple. As budgeting
students tirelessly point out, the means somehow
affect the ends of budgeting, Le., who gets
what. It is fair to assume, then, that in every
jurisdiction, serious procedural and allocation
issues lurk below the innocent·looking surface of
budget aesthetics.

Critics of bud(Jetary literature must take a
strong stand on the most Important aspect of
budget documentation, the quality of expen·
diture interpretation. In practice, this means
budget documents must include tightly coor
dinated displays of expenditures, revenues,
related work loads, goal expectations and
ascribed benefits-all in aesthetically pleusing
presentahons. The sample expenditure displays
in this book are not tightly linked to perfor·
mance data or goal statements. Even in the
VIsalia, Caldor1l1a budget for aquatics and
youth sports (puge 115), which has an excellent
,Jrrily of goal slutements (measureable and IIme-

flfST AVAILABLE copy

bound), exr !itures are not allotted to these
goals. By ana large, the designers of the
budgets here pluce no reliance on unit costs,
neglecting this method of expenditure/perfor
mance data linkage. Only one budget, St. Paul's
for Como Zoo (puge 103), provided unit cost ex
perience. Further, statements of public benefit
are conspicuously absent from all samples.

These examples highlight the magnitude of
the assessment task facing prospective critics of
budgetary literature. But, as the challenge is
great, so are potential effects. If interpretive
standards can be developed and applied by
vigorous critics, one can confidently expect
significant chunges in the substance and form of
budgctinl] in muny jurisdictions. .

In addition to assessing quality, budget
critics must communicate their judgments so
they help budgetmakers and budget users
recognize, appreciate and enjoy quality work.
Cybernetic? Synergistic? Call its effects what
you will. Vigorous criticism, elegantly ex
pressed, enhances the appreciation of critic and
those subject to criticism.

Media Needed. Given the current institutional
void, prospective critics of budgetary literature
are hard·pressed to find suitable media for their
criticism. Few have the enviable position of
Dunham, who was editorial chairman of the
area's leading newspapers at the time he
reviewed the Monroe County budget. Profes
sional journals will undoubtedly welcome
critical general reviews, but they cannot be ex
pected to publish particular expositions. Since
this important work cannot be left to chance, in
stitutional vehicles are needed. After years of
experimentation with the concept of budgetary
criticism, I concluded that we need assessments
of the budget function similar in many respects
to financial audits.

Subjective, aesthetic elements make these
prospective budget assessments intrinsically

BUDGETS AS LlTDlATURE • xl
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more di/licult than financial audits, requiring a
different kind of mind. I am convinced, however,
that sufficient talent can be allraded to thE!
challenging tasks of budgetary criticism. I

Expanding on the experience of the Municipal
Finance O/licers Association, I recommend a
Certificate of Budget Assessment of equal
caliber 10 the MFOA Certificate of Conformance
in Financial Reporting. Budget assessment
reports can certainly be stylized enough to allow
systemulic review. Establishing a Certificate of
Budget Assessment could help to structure the
lield wilhout stifling creativity.

••
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Formulation

FORMAT SPECIFICATIONS
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) As pointed out in Unit 4, budgets presumably have production func

tions, which are described by the equation, y = !(x). Given this, it

can be seen that budgets should be formulated in ways which illumi

nate the variables embraced by the equation. What goods are to be

prod:Jced, and why? Who needs them, and for how long? Are pro

duction techniques justified? Are options available? Such questions

must ;o\'ern the formulation of budgets, and therefore, they dictate
the format for budget requests.

Accord:n;ly, a proper budget request should incorporate a

mu!t:ycar pers?cctive and a five-part commentary which covers the
followin:; top ics:

prc':Jlcr:1 definition and g031(s)

• tar~et population
• periormance cnteria
• preferred solution: im;J:lcts and benefits

re:e:ted alterrl:lt;';e

T:-:;, f~;;:-:at;5 des:;nec ::l provoke bro:lG thin:'-'i:lg. It reC;'..lires buG~ct·

1i:.i;"C3 :0 cr;ar:;;:e ;r',:.Jr~3.t;c:1 :lnci to describe thr !~3J:n~ iJcas

Issue·Paper Structure
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supporting a proposal to spend public funds. A budget propo.sal pre
pared in this format is called a program memorandum or an tSsue

paper.
Now study Exhibit 13, a sample program memo dealing with a

proposed budget for health services delivered in homes rather than
institutions. i'ote that the structure of the memo follows the specifi
cations outlined previously. These specifications help budgetmakers
to apply logic and mathematical techniques to the facts of particular

cases, thus fostering the diagnosis and analysis of (1) problems and/or
issues, (2) controlling variables which must be changed to "solve" or

«resolve" issues. (3) attainable goals. (4) target population charac

teristics. and (5) the criteria taken into consideration in making bud

getary decisions.
The structure of an issue paper imposes a logical framework on

the development of proposals to allocate public funds. A preferred
solution, for example, must be logically related to a previously stipu
lated problem and defim:d in terms of the controlling variables. It
must also be related to the stated characteristics of the target popu
lation and to the criteria :ldvanced to justify the selected production
technique. BeC:luse the parts of an issue paper are so interrelated,
its composition is governed by rather strict logic. Inconsistency, non
sequiturs. and other lapses of logic almost always indicate diagnostic
or analytical weaknesses, or both.

This unit is organized around an exercise on animal control in the Instructions
fictional city of Centerville. The facts of the case are presented first,

followed by a set of budget formulation guidelines.
Study the animal-control exercise, and then consult the guide

lines for assistance in thinking through the problem. :-;ote that the

guidelines supply helpful hints concerning the exercise. In addition,
they provide examples of how to apply issue-paper thinking to other

problems-in this instance, nutrition for the elderly. For guid:mce on
the layout of your issue p:lper, refer to Exhibit 13.

ANIMAL CONTROL IN CENTERVILLE:
AN EXERCISE IN BUDGET FORMULATION

•

•

The city 0: CC:1:er. iIte. popul..nion j-1:,GOO J.nd :-;rowJn~. [(:lin on
the pn\:l:ely o\'ned :\EC hennels for the impoundment of strJ.Y
animJ.ls. ThIS she:ter IS luc.ned in sou th Center. ilk. 10 miks from
the ?opuLltIon center of the city. \~here the J.nlm ..d \'Jrden J.nd a

62

The Sening

BEST AVAILABLE copy

•



". ,
........: ,:", : ;.-:: w •

.. . ... . -.. "

•
EXHIBIT 13. A Sample Prosrarn ~lemo

To: Chief Execut ive

From: Director of Health

Subject: HO::1e Ca r~

PROGRAM MEMO

Date: 00/00/00

Expenditures Budget Budget Budget Budget Budget
Year 1 Year 2 Year 3 Year 4 YearS

HOt:le care $70.000 $75,000 $80.000 $85,000 $90.000

Financing Plan
Budget Budget Budget Budget Budget
}"ear 1 Year 2 Year 3 Year 4 Yet'r S

Pr:'vate grant
Service charges
Property taxes

$ 7,000
61,600

1,400
$70,000

$ 7,500
67,200

300
$75,000

$ 7,200
72,800

$80,000

$ 6,600
78,400

$85,000

$ 6,000
84,000

$90,000

) PROBLE.H DEFlXlTIOX ASD COAL. As originally specified in our "issue
paper" last year, the st~adily rising cost of insti:::utional care for stroke
and fracture victi~s, and the ensuing financial drain on victim, fanily,
and, in ~elfare cases, society, were defined as a proble~ requiring public
action. Started last year as an efficient, less costly alternative to
institutionalized care, a home care team, on contract fro~ the ABC Rehabili
tation Center, can be expected to deliver coordinated therapeutic services
to an esti~ated 220 persons in the next fiscal year, up 20 fro~ the current
year estioate of 200. A 5-year forecast follows:

Performance Data Cases Unit Cost

Cu,;;ent year 200 S.,..,-.J_J

BL;::~et year 1 220 318 EST AVAILABLE copy
E;.;':;;et ye3r 2 240 313
BU::';;d ye.:lr 3 260 308
Eu':~et ye.:lr 4 280 30c.
.5u:::;ct ::ear 5 300 300

;'.5 ::Cll '..:ill recall, t~:s ser'Jice got stac-tea ''';l:h a plecg-2 r:-:m t:'e X":'::
~~~~~at~c~ to sU~?::: t~e service to at least th~ 10 percent l~v~~. As
~::e:: i~ the ~~:::~e2: P:2~, an expe:ted incre3se in case 1033 reduces
~~:: C05:S tc a ~c~~: ~~e~~ the fo~n~3cian gr3~: dec~e2se3 to 6.7 ?e~-

.: .-:.- ""::, a :-. ~ : :-: e ~ .: ::: ::.:- -2:" S ~: :; .:. c:: c: .s ,] ~ ~ e .3 r 5. As t :-. t2 Dr 2.1~: - e '-" t:':1 pC: :; : f (' r
:~:: se::-:~~~~::~; :3 S~~ ~3ses, e:i~:~~:~c~ c: ~C~~~~::~~ s~~~c~: ~:::
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EXHIBIT 13 (cont.)

Home Care Program Memo
Page 2

not occur in the co~ing 5-year period, unless service charges are in
creased beyond the $280 average for each case. This alternative ~ill be
discussed in the last part of this memo.

•

•

•

TARGETPOPULATIOX. Stroke and fracture victims predominate among the
referrals from doctors and area hospitals. We also provide service to
chronically ill persons ~ith the object of either making them comfortable,
or reducing their dependency. ~ith stroke and fracture victims, our physi
cal and speech therapists aim at self-care, and beyond that, economic pro
ductivity. Our estimates of case-load growth are based on (1) increased
awareness of our service, (2) projections of higher incidence of strokes,
and (3) the drive of hospitals to reduce the length of stays.

PERFOR.\J.·LYCE CRITERIA. Cost avoidance is the primary measure of success.
As noted below, in the cross-classification of home care costs and bene
fits, the net benefits are calculated at S184,000 in the com~ng year, a
263% return on our investment. In addition, note that a small portion of
this gain is expected to derive from an earlier return of patients to eco
nomic productivity, a secondary measure of program success.

PREFERRED SOLUTIO.'": I.\IPACTS A.\'D BE.VEFITS. The concept of this program,
delivery of thera?eutic services in the home, ~ill require an invest=ent .
of S70,000 next year. The follo~ing exhibit cross-classifies this invest
ment and its ascribed benefits by three impact categories:

(j.

•

•

•

COSTS

Nu:::ber 0: cases
Case cost

BESEFITS

L~neecec nurs:n; care
Pa:ient ;~8d~c:i~ity

f.\lPACTS

Reducing Reducing
Personal Economic General

Dependency Dependency Weljare

70 60 90
$20,950 $28,800 520,250

$60,000 S50,000 59 1J, ceo
2':',000

3O,aon
$&-,080 S8J,OO; $9 IJ,Oi]O

•

•

Eac~ of the 2~O caS2S ex?~ct~~ nex~ :e~~ h3S b~e~ clas5l::~C a::orc:~; t~

i:s ;::ot~::::'3.:a I:::-: C3ses, C:25:::-:5 S:'J,~5:', t~t:: t.~e:-.1;:~IJ::': ef:ar: ~3

ai=~d ~: :~~~:':~~g :~e ~~::e~:'s c=?~~~:~:y ~2~ self-:3re, ~::~:~a::~~ _..
e s : .:. =..1 : e C ~.::: C2::.s =-: i i13 : :. : '_ : :. ~:1'::' ~ i z e c: ..: J. =- ~ ~ S ~ ='), 2:- SS=,.:. ~ \p.', J.:;':: ~ ':>J
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BUDGET FORMULATION GUIDELINES"

The guidelines which follow di.... ide the budget formulation task into
two phases: (I) diagnosis and (2) analysis of alternatives. Gcnerally,
thc time dcvoted to the diagnostic phase far exceeds the time re
quired for the weighing of alternatives. Some experienced budget
makers report that the ratio of diagnostic to analytical time should
be about four to one, indicating the critical importance of a correct
assessment of the problem to be addressed by the allocation of
public funds.

DIAGNOSIS: THE PRELIMINARY WORK

Begin by employing broad survey techniques. Review pertinent data
in files and documents. and search the formal litt"rature. Where ap
propriate, conduct field inspections. Finally, consult with people
who can offer insight and advice.

These steps will help you define the scope of the problem, the
relative significance of the data at hand, and the data which must
be assembled. In addition, the steps will also assist you in mastering
the special nomenclature of thc science or tcchniques involved in
the program situation.

Remember, experienced analysts agree that con.... entional or obvious •
statements about public problems should be regarded with suspicion,
lest administrators and policymakers be led to dweII on symptoms.
or worse, on erroneous questions.

Suppose the problem concerns the nutrition of the elderly por
tion of the population. In this case, do not take at face value any
of the assumptions which might be P!Jt forward as problem defini
tions, such as the assumed impact of nutrition on health, the listing
of pe'son.illimitations or barriers preventin~ the elderly from en
jO\"In~ good dll.:ts . .ind the presumed failure of institutions to meet
the needs of the eldcrl~·.

In the :inim.li·con:rol C.ise, the warden tends to define the prob
lem In rathe, [,)SISLJCa! terms: efficient impoundment is the problem.

"These ~~lde;:nes Incorporate malenal appeanng in Edward .-\. Lehan, Simp/,
jit'a Go;'cM1,.,,..,:cI RU::i!cr:n, ,ChlC:1'l0: \lumclpaJ Fin;mce O:f:cers .\SSOClallon,
195 j" ~p -10 ..... 5, Repr.:1[ea wlt:1 permIssIon.

Diagnostic Focus

Loosen Up Your Thinking

Conventional Problem
Statements May Mislead

£ copy
AVAILABLBEST
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and a new, better-located pound is the solution. The Centerville

• Humane Association suppons this ddinition on compassionate
grounds. Both the warden and the association resist a broader defini·
tion dealing with the causes of the animal-control problem.

• The diagnosis is to be oriented toward action, or performance, not Action Research
knowledge for its own sake. As decision-related research, the prob-
lem definition must be sufficiently broad to identify the controlling
variables, establish objectives, and specify performance criteria. Re-
ferring again to the nutrition of the elderly, for example, the isola-

• tion of the elderly may be identified as the critical element in the
situation-that is, the factor which, if altered, would decisively affect

nutritional status of the elderly. The identification of isolation
as a controlling variable would have important implications, because
the choice of goals, the selection of the target population, and the

• performance criteria would then logically relate to it.
In the animal-control case, the warden identifies official and

citizen logistics as the controlling variable and suggests that a budget
attacking this variable will produce a better impoundment situation.
In focusing on official and citizen travel problems and costs, the
warden foregoes an attack on another possible controlling variable,

• animal-owner motivation. If owner motivation can be positively in
fluenced, the animal-nuisance situation could be altered at its roots,
reducing impoundments-and the need for a new pound-in the
bargain. Thus, due to its impact on behavior, licensing also merits
consideration as a controlling variable.

•

-_._- -----._~

!

..
Study the demographic and lo~i5ticJ.I chJ.racteristics of the situ.Hion.
/fho. u:hat, u:hen, u:hcre. J.nd hO~L' qll~stions deeply intrude into ..lll

• aspects of public progrJ.mming. (Remember: implementation is the
Achilles' heel of policy!) RegJ.rding the nutrition of the elderly.
techniques of statistical inference mi;;ht be used to gain an under
standin; of how geo~'T;lphIC.l! .lnd popubtiun chJ.racteristics, such as
poverty and densIty. inter..LcL If. for example, the distributions of
elderly poverty ..Lnd e!derh' den5i:\' are not con:.!ruent, wh..lt J.rc the

• imp iic;ltions for se!"\ ice dc!l\ en') -

In the JnimJ.!-con:rol CJse. nuisances and the resulting com
plaints mJ~ not be rJnc:l)rniy d;stnbuted, lnste.ld. the sltu..Ltion m..L\'
1m 01\ e mJ.n y chroniC 0 fi cnders J.nd equ.lIl ~ chronic compl..Liners.

•

The Achilles'
Heel of Policy

74
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CONCLUDING THE DIAGNOSTIC PHASE

Before the analysis of alternativcs is bcgun, the results of the diag~

nostic phase must be put in writing.

First. compose a probkm definition and a resulting goal statement.
As a rule. avoid completely \'erbal goal statements, such as, "Im
prove the nutrition of the elderly." Try instead to frame a goal state
ment in numerical terms, such as "Reduce the number of elderly
citizens with anemia from to in months."

In the animal-control case, if lic.::nsing is chosen as the critical
factor. one could frame the following goal statement: "Increase the
number of licensed animals from an estimated 1,650 in the current
year to l,i50 next year." This goal could also be stated in terms of
proportions: "Increase the percentage of licensed animals from
an estimated 50 percent in the current year to 53 percent next year."

In addition, setting goals in a numerical way tends to ensure
that chosen goals are practical and measurable, A goal, to be practical,
must be :lttainable in a specific time. Remember, success in imple
mentation is directly related to choosin\S go..l!s which are practical
that is. attJ.inJble. Furthermore, it is easier to set milestones or
performJ.nce checkpoints, which are an essential part of a work plan,
if the chosen ;oal is measurable.

:-;ext, describe the target population. Every public program has a
clientele, willing or not. An accurate description of the target popu
lation lends precision to the goal statement and makes it possible
for an analysis of impacts and benefits to begin_ Target groups com
prise those ind~\'iduals. organized or not. perhaps even unborn. who

are to be affected by the expenditures outlined in the multiyear
financi:l! projection.

Who comprises the tJ.r;et pupulation of Centerville's J.nimal
control pro;ram? Those ownin:,; ..mimals? Those owners permitting
animJI nuis,ln..:es? Or those nonowners who benefit from the regu
btory and ser'. ice procedures?

Bcc:lU,e the description of impacts and benefits depends on a
good d::sc:-:?:;on of pro~r::lm clientele, one should be as accur..lte as
poss:~le :n .Je~.tlf\ In; the LlI ~et popubtion. Of course. more pre
,ision :h.m t!:e sltu.. :ion ,lill)\\ S i~ not expected. for e:-':lmplc. a public
works d:rt:ctor, ch:lr~::d \\ ith keeping the public \\ay passable ..Inti
safe, wul not find ;t e,l~y to accur3.tely specify the number or charac·

Problem Definition
and Goal

Target Population

REST AVAILABLE COl-'t
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teristics of persons benefiting from expenditures for street main
tenance. lighting. snow removal. and so Oil. Often. approximations
must suffice. A public-works director can develop data which can
stand as a substitute for direct data on the target population. In
formation on traffic and its volume. speed. and direction might
substitute very nicely for people. particularly if such data are classi
fied by type of street (e.g.• local. connector. arterial) and are linked
to accident and street-crime information.

_. -----~

Once you have produced a tentative goal statement and described Performance Criteria

the potential target population. outline the performance criteria.

• Performance criteria include the leading ideas, the causal relation
ships. tne assumptions. and the standards which influence the size,
-hape, and direction of a proposed program. ~linimum daily nutri

.•!onal requirements for the elderly is an example of a standard
which, if applied, would have an important impact on program
design. Protecting the privacy and enhancing the independence of

• the target population might also be considered in testing alternative
ways of improving elderly nutrition.

Similarly. the impoundmentstand:J.Tds of the Center,iIie Humane

Association will probably pl..!y an important role in the animal·
control case, if the jurisdiction adopts a budget for a new pound.

• Causal relationships, or correlations, are particularly important.
For example, in the case of elderly nutrition, it might be hypothe

sized that health (defined in terms oflonger life and reduced institu
tionalization) is partially dependent on nutrition, thus making
nutrition a controlling variable which can be manipulated in de
sirable ways by various strategies. Remember, correlations. or causal

• relationships, provide the firmest foundations for program planning
~d implementation.
• In the animal-control case, one might study the correlation be-
tween licensing and animal-owner responsibility. If most nuisances
are caused by nonlicensed animals, a direct attack on delinquent

• owners through a census. steep fines. and so on, might be a worthy
alternative to constructing a shelter or increJ.sing staff hours to cope
with increasing compbints.

• ANALYTICAL PHASE: THE STUDY OF ALTERNATIVES

Dete:mining pro;ram approaches which give some promisc of ..lCnlC\·
in~ the goals, ,... ith mmimum side effc.-crs, is the next task. Proper
compariDn of the impaces and benefits of the respective .lltern..lt!'. es

•
76
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should yield a prcicrred course of action. This preferred altcrnative
should produce the highest net return to society. ;>'lorcover. the
benefit ascribed to the preferred .lltern:uive should equal or exceed

its estimated cost.
In addition to recommending "no action at all," the range of al

ternatives in the elderly·nutrition case might include common meals,

home-delivered meals, homemaker services, supervised shopping, in

come supplements, and nutrition instruction. l'\ote that each alterna
tive chosen for analysis must be directly related to the problem

definition and goals, target population, and performance criteria.

Othen\.'ise, the resulting issue paper wiII lack logical coherence. For
example, if, in the problem definition, isolation is identified as a
critical factor (or controlling variable) having powerful effects on
nutrition, then the re1J.tive utility of socialization or housin~ pro
grams aimed at the isolation of the elderly must be assessed, under
the assumption th:lt the reduction of isolation will also reduce mal
nutrition as a desirable by-product. On the other hand, given the
problem definition, one would not put much analytical effort into
the study of income supplements, as such payments would have
little or no impact on isolation, thc controlling variable.

In the .lnlmal·control case. depending on one's choice of control
lin:; variable!s), thc altern..lti\'cs mi~ht include increased staffin:;,
construction of a new pound, a licensing drive, an animal census. an
education campaign, a leash law. steep fines, higher service charges,
and sterilization sen'ices.

One must exercise imagination and ingenuity in devising ways to
compare the impacts and benefits of alternatives. In general. d:lta

on costs arc much easier to assemble than data on benefits. 'l!se the
bcst sources :i\'ailablc. Consult the literature for help in applying
various analytic::d techniques. such as cost·effectiveness and bcnefit
cost. which mi:..:ht help in the comparison of alternatives.

ObVlousl:. attempts to comp.lre altern:ltives by means of .mal: ti
cal techniqucs rcquire th:n any presumed linkages between the varia·
bles be specified. For example, in the elderly-nutrition problc:m, the

presur.1ed linh.a~e between nutrition and health can be expklfed by
..Issess;n:; tht: re!.!ti .. e efficicnev of alternativc pro-;r:lm appro.lcnes,
such as hl.'me-de:i\ crcd meals ..Ind conbTe;ate li\'in~. in rcducin:; thc
m:r.1oer uf d.l\ s lost to death ..lnd dis;.J.hllity b~ the tar,;et populJtion.
B> J.ssi.;n1I1:;.l dol!.lr \aluc to e:lcl. d:ly of life and to the daih cost
of Institutional LJ.re, It is then possible to use benefit-cost cl)mpari
sons to ceter:-r.:::e wh:ch ..Iltcrn:ll1\ c produces the hi:;hcst net rnurn.

Gl\ en t:--.e ... b·. :<1t:, dlfficulties of specif .. in~ the link..l~t: <Jf possible

BEST AVAILABLE copy
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program approaches to elderly nutrition and the impact of nutrition.
on health. many students of this problem recommend an action
research ex?eriment in programming, rather than a definitive pro
gram recommendation. By this means, various alternatives can be
tested with representative popubtions, measuring results of each
against the performance of the total elderly population.

In the animal-control case, a benefits schedule might well include
personJ..! injury, property damage, public convenience, and cost
avoidance. In searching for the benefits of the animal-control pro
gram, one should not overlook the considerable value of the im
poundment procedure to those whose pets inadvertently stray away.
After all, hJ..!f of the animals impounded in Centerville are redeemed.

Remember. the means of implementation must be built up in the
course of analysis..-\ltcrn;.ltives which look good analytically may not
look practic:l.1 to implemcnters. Invohing potenti:l.1 implementers
in the analysis of altern;.lti\ es is a good way to avoid wasting time
and resources on the study of unrealistic approaches.

\

A budset requt:~~ should include ..l multiyear projectlon of progr:J.m
costs and a financing plan (i.e., taxes, gT:J.ntS, sen'ice charges, and so
on). This helps re\"ie\~ers and policymakers to get an idea of the
future implications of adopting the alternative preferred by the
budgetmaker. In addition, each year's financing plan should provide
funds which equal or exceed the proposed expenditures.

Multiyear Projections

•

•

•

•

•

A budget n:quest should conclude with a concise commentary on the Rejected Alternatives
rejected alternatives. Such a commentary forces the author(s) of a
propos::d to maint:J.in consistent criteria for the examination of all
options. Furthermore, it provides reviewers and policym:lkers with a
bro:ld context, thus helpin~ to inspire confidence in a proposal as
a thoughtful response to a carefully considered problem.

BEST AV.lHLABLE ('OPv

78


