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MODERNIZING FINANCIAL MANAGEMENT FOR HUNGARIAN
LOCAL GOVERNMENTS

Final Year Seminar: October 7-8, 1998

This report briefly describes the October 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. This seminar was the second seminar of the third years' program, which
consists of five seminars from June 1998-March 1999.

The agenda, list of participants, and course material for the seminar are included
in Annex A. Seventeen local governments attended the October seminar (Table 1), nine
of which have participated in the previous year(s) program. Thus there are participants
from eight new cities in the third year, and seven cities have sent three or more
participants to the seminar.

During the third year of the Modernizing Financial Management for Hungarian Local
Governments program, the US Agency for International Development (USAID) is also
sponsoring a Municipal Finance Consultant Training Program to train consultants in
municipal budgeting and financial reform services. The program combines theory and
practice to prepare the Hungarian consultants' to address the challenges of the rapidly
changing local government market. This is a nine month interactive training program that
runs parallel to the municipal budgeting seminar. In addition to training at the municipal
budgeting seminar, the consultants will receive specialized training in financial software
packages and western style marketing and consulting techniques. The initial consultant
training seminar was held on October 6-8, 1998 with 19 consultants participating.

OCTOBER 7, 1998

After the registration Ms. Andrea Tonka, Metropolitan Research Institute (MRI)
welcomed the participants, and briefly described the program for the next two days. She
was followed by Ms. Katalin Zsamboki, MRI, explained the new consultant training program
component to the municipal budgeting seminar participants. As part of the Municipal
Financial Consultant Training Program curriculum, the consultants will partner with cities
to perform a long-term consulting assignment. As many of the local government finance
officers have attended the previous year(s) program and had experience implementing
budgeting reforms, Ms. Zsamboki highlighted the potential benefits to municipalities in
working with the consultants in a long-term project. Ms. Zsamboki concluded that she
would liaison with the municipalities and consultants to identify common interests and form
partnersh ips.
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Introduction to Sector Analysis and Program Design

The first presentation was given by Mr. J6zsef Hegedus, MRI, to introduce sector
analysis and program design. In developing a methodology to undertake a sector analysis,
Mr. Hegedus emphasized the importance of financial managers' understanding sector
specific issues, to ensure a useful analysis and interpretation of the results. Mr. Hegedus
suggested that participants start by investigating the legal background and regulatory
factors relevant to the given sector, then analyze dynamics, financial conditions, capital
requirements, and professional qualifications on both the demand and supply side. After
completing a Strength Weaknesses Opportunity and Threats (SWOT) analysis and
undertaking forecasting of trends relevant to the local sector, consideration of alternative
financing and service provision options is useful. One critical challenge facing financial
managers is determining the appropriate depth of the sector analyses as either extreme
could have a negative impact on the development of the program budget. Working
together, the financial manager and sector specialists should define sector strategies that
are consistent with the city's overall strategic plan.

Exercise on Sector Analysis

After the presentation the participants were divided into three groups (education,
social and commercial) to perform a sector analysis. The education sector group was
moderated by Mrs. Kurthy; social sector group moderated by Mrs. Krajs6czki; and
communal sector group moderated by Mrs. Meszaros J. Regina. All three moderators are
Hungarian local trainers for the program and head of the finance department in their
respective cities.

Following the sector analysis structure outlined by Mr. Hegedus, the participants
were able to explore the differences of each sector in legal sources, supply-demand
analysis, financial analysis, cost structure, and special factors impacting operation and
capital demand in Hungary. After a short break the exercise was followed by a panel
discussion about the results of the sector analysis.

Fiscal Indicators

After lunch, Mr. Philip Rosenberg, consultant to The Urban Institute (UI), gave a
presentation on the role of indicators in the program budget and explained how these
indicators can help financial officers understand the municipalities' fiscal situation. To
accurately identify the indicators' trends, Mr. Rosenberg suggested using a summary of
the operating expenditures and the balance sheet. In a short exercise, Mr. Rosenberg
demonstrated how fiscal indicators can be used to determine municipal productivity, and
different financial management practices that can be used by financial officers to achieve
economic vitality.
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Building on Mr. Rosenberg's presentation, Mr. Robert Kovacs, MRI went on to
demonstrate the use of indicators in practice. Using three Hungarian cities as examples,
Mr. Kovacs worked with the local government officials to compare the financial situation
based on dynamic and static indicators, absolute figures and indexes. Afterwards, Mr.
Kovacs discussed the advantages and disadvantages of fiscal indicators.

To conclude the exercise, Ms. Andrea Tonka summarized the topics covered that
day.

OCTOBER 8, 1998

The second day of the seminar started with a review of homework submissions.
Following Ms. Katalin Pallai's (Hungarian local government trainer) presentation at the
previous seminar-June 1998, participants were given an assignment of writing a strategic
plan for their respective cities. Using examples from the homework submissions, Ms. Pallai
made a short presentation to highlight the important concepts of strategic planning. The
city of Ozd was commended for not only identifying city objectives, but also developing a
plan to achieve those objectives.

Exercise on Fiscal Indicators

After the homework review, participants divided into four sector groups to work on
a sector specific fiscal indicator exercise. The four sectors were education, social,
communal and financial. The financial group was included for financial managers. The
groups were provided with financial data of a hypothetical city and asked to make a short
analysis of the financial situation of the community. They had to choose indicators, or
create new ones that best described the financial situation of the city, compute them and
represent the most important ones visually.

The social sector group examined the fiscal and non fiscal indicators of the nursing
and meals service to the elderly. They agreed that the indicators quantified the
community's problems. The group concluded that program goals should be defined first
in order to develop the most informative indicators.

The goal of the communal sector exercise was to demonstrate how they can use
indicators to define the user fees of solid waste collection. The group identified three
indicators: labor time invested; weight or amount of garbage collection; and administrative
cost.

The education sector group compared the subsidy of three educational institutions.
The comparison revealed that the local government subsidy depended on three factors:

(
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the number of the students and the condition and size of the building. The number of
employees and the average age also has an impact on the required subsidy.

The financial sector group analyzed the budget of a hypothetical city. On the basis
of the given numbers, the indicators identified some negative trends. The group decided
that there are problems with the city's financial management and developed some potential
resolutions to these problems.

Developing A Work Plan

The last presentation at the seminar was on work plans given by Mrs. Krajs6czki.
First she defined the main elements of the work plan, and the purpose and potential results
one can achieve from a work plan. In developing a work plan, Mrs. Krajs6czki underlined
the importance of knowing your decision making authority; the important people who will
review, contribute to, or approve your work plan; and the resources you will have to
execute and accomplish the objectives set forth in the work plan. At the end of her
presentation Mrs. Krajs6czki gave several suggestions about successfully creating a work
plan in the context of a local government:

- Strategic collaboration
- Setting deadlines
- Developing a system to organize data collection
- Continuing to revise the work plan to reflect the changing local government

environment

Homework

During the sector indicators exercise, the moderators handed out a homework sheet
to the participants which required them to make a sector analysis based on the information
on the given sheets. During the sector break-outs, the trainers also discussed how to use
the examples as a basis for doing the homework.
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• Table 1
List of Cities Participating in the Final Year (1998-1999) Seminars on Modernizing Financial Management
for Hungarian Local Governments

• June 3-4, October 7-8,
Number Cities Population 1998 1998

1. Balassagyarmat 17,944 ,/ ,/

2. Csongrad 19,112 ,/ ,/

• 3. Gyor 127,294 ,/ ,/

4. Gyula 33,317 ,/ ,/

5. Hajduszoboszl6 23,387 ,/ ,/

6. Komarom 19,569 ,/

• 7. Mezocsat 6,586 ,/ ,/

8. Mindszent 7,450 ,/

9. Nagykanizsa 53,353 ,/

• 10. Oroshaza 34,600 ,/ ,/

11. Ozd 41,075 ,/ ,/

12. POsp6kladany 17,000 ,/ ,/

• 13. Ruzsa 2,880 ,/ ,/

14. Szegvar 5,285 ,/ ,/

15. Szekesfehervar 107,181 ,/ ,/

• 16. Szentes 33,000 ,/ ,/

17. Szolnok 81,500 ,/ ,/

18. Tiszaujvaros 17,890 ,/ ,/

• 19 Vac 33,694 ,/ ,/

•

• 1
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October 7,1998_

9.30 - 10.00 a.m.

10.00 - 10.30 a.m.

Agenda
MODER.~IZ:INGFINANCIAL MANAGEMENT
FOR HUNGARIAN LOCAL GOVERNMENTS

October 7-8, 1998, Budapest
Hotel Gellert, 1111 Budapest, S=ent Gellert ter 1.,

Registration

General Criteria for a Sector Analysis
Jo::sefHegediis

10.30- 12.30 a.m.

•
11.-

12.30 - 12.45 p.m.

• 12.45 - 1.30 p.m.

1.30- 2.30 p.m.

2.30 - 3.30 p.m.

•
3.30 - 3.45 p.m.

• 3.45 -4.15 p.m.

Exercise: Analysis of the Different Sectors
Moderators: Mrs. Kiirthy - Education

Mrs. Krajsoczld - Social sector
Mrs. Meszaros - Communal Services

Coffee Served During the Exercise

Break

Panel Discussion - Summary of the Exercise

Hosted Luncheon

Role of Indicators in Program Budgeting
Philip Rosenberg
Robert Kovacs

Coffee break

Financial Indicators
Robert Kovacs
Philip Rosenberg

•

•

•

..

4.15 - 5.30 p.m. Exercise: Developing Sector Indicators
Moderators: Mrs. Kurthy - Education

Mrs. Krajsoczld - Social sector
Mrs. Meszaros - Communal Services

I'
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October 8, 1998

9.00 - 9.30 a.m

9.30 - 11.00 a.m.

10.00 -

11.15 - 12.15 a.m.

12.15 - 12.30 p.m.

12.30 - 1.30 p.m.

Evaluation of Ijomeworks
Katalin Pallai ' .

.
Exercise: Sector Indicators
Moderators: Mrs. Kurthy -Education

Mrs. Krajsoczki - Social sector
Mrs. Meszaros - Communal Services
Mr. Kovacs - Mr. Rosenberg - Financial sector

Coffee served during exercise

Work Plan
Mrs. Krajsoczki

Homework assignment

Hosted Lunch
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1. Mrs Kotsis
finance staff
Mayor's Office VI district

3. Tamas J. Kiss
educational staff
Mayor's Office VI. district

5. Ferenc Lazi
council member, head of the finance comittee
Mayor's Office VI. district

7. Mrs. Szepesi
group leader
Mayor's Office, Csongrad

9. Mrs. T6thpal Enik5 Elek
supervisor group leader
Mayor's Office, Eger

11. Istvan Tengelits
office manager
Mayor's Office, Godoll5

13. Mrs. T6th, dr. Gabriella David
educational staff
Mayor's Office, H6dmez5vasarhely

15. Mrs.Vincze, Julianna Hodos
educational staff
Mayor's Office, Karcag

17. Mrs. Kovacs
budget staff
Mayor's Office, Kecskemet

19. Mrs. Szanyi, Maria Kovacs
finance officer
Mayor's Office, Nagykanizsa

21. Mrs. T6th, Eva Peczeli
finance staff
Mayor's Office, Nagyk5r5s

23. Mrs. Laluska
Mayor's Office, Oroshaza

25. Ibolya Vegh
notary
Mayor's Office, Szegvar

27. Mrs. Meszaros, Regina Jasztrapszky
budget expert

Mayor's Office, Szekesfehervar

29. Liptak Janos
...manager, technical department

Mayor's Office, Szentes

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

33. Imre Balogh
municipal officer
Mayors Office, Szentes

2. Lajos German
office manager
Mayor's Office VI. district

4. Dr. Marian Mikl6s
council member, alderman
Mayor's Office VI. district

6. Eva Horinka
Mayor's Office, VI. district

8. Bardy Beatrix
Mayor's Office, Csongrad

10. Mrs. Heltati
office manager
Mayor's Office, Godoll5

12. Edina Kerd5
Mayor's Office, H6dmez5vasarhely

14. Mrs. Lajtos
bUdget group leader
Mayor's Office, Karcag

16. Mrs. Richter, Katalin Pataki
bUdget group leader
Mayor's Office, Kecskemet

18. Mrs. Gatszegi, Gertrud Gorontay
finance officer
Mayor's Office, Nagykanizsa

20. Mrs. Holl6
finance staff
Mayor's Office, Nagyk5r5s

22. Mrs. Haklik
head of financial department
Mayor's Office, Oroshaza

24. Mrs Gyomber
administration group leader
Mayor's Office, Szegvar

26. Mrs. Gyomber
Mayor's Office, Szegvar

28. Varga Sandor
manager, city management
Mayor's Office, Szentes

30. Mrs. Lencse, Maria Szalontai
__ .·manager•.socialpolicy. department

Mayor's Office, Szentes

32. Mrs. Krajs6czki
group leader
Mayor's Office, Szentes

34. J6zsef Keri
head of economic department

Mayor's Office, Szolnok



35. Peter Laszlo

Mayor's Office, Szolnok

37. Mrs. Kovacs
TAKISZ, Szolnok

Advisors

39. Katharine Mark
advisor, municipal finance
T'he Urban Institute, Budapest

41. Margaret M. Tabler
advisor, municipal finance
The Urban Institute

43. Zoltan Gyorgyi
advisor, education
Oktataskutato Intezet, Budapest

45. Katalin Pallai
consultant

47. Robert Kovacs
fellow
Metropolitan Research Institute

49. Andrea Tonke
fellow
Metropolitan Research Institute

36.Menyhilrt Istvan

Mayor's Office, Szolnok

38. Istvan Hagen
TAKISZ, Szolnok

40, Philip Rosenberg
advisor, municipal finance
The Urban Institute, USA

42. dr. Ferenc Saly
National Accounting Agency, Budapest

44. Mihaly Lados
senior research fellow
MTA RKK, Regional Research Institute, Gyer

46. Jozsef Hegedus
advisor, municipalities
Metropolitan Research Institute

48. Zsolt Pataki
fellow
Metropolitan Research Institute
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THE IMPORTANCE OF
SECTOR ANALYSIS

• PROGRAM BUDGETING AND THE
SECTORS

~ SECTORAL CONCEPTS

• COOPERATION BETWEEN FINANCIAL
MANAGEMENT AND LOCAL SENIOR
SECTOR OFFICERS

• HOW DEEP SHOULD THE CONCEPT BE

\/"'-..
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LEGAL AND REGULATORY
CONDITIONS

- "Responsibilities" of the local
government

-"
-"Rules" of the sector

" • setting fees

• environmental protection requirements

- Local regulation
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SERVICES: SUPPLY AND
DEMAND ANALYSIS

• Fiscal conditions (capital need, financing operation
.costs etc.)

--.• Organizational conditions (Alternative

organizational structures, advantages and
disadvantages, etc.)

• Trend analysis (demography, impact of economic

forecasts, etc.)

• SWOT analysis on the sector (strengths and
~ weaknesses, options, threats)



Fll'~ANCING: COSTS AND
RESOURCES

-0()

• capital CCJsts
- assets 'capacity

-' ownership rights

-..: - investments
-

• operation costs
- general costs

- changing costs

• "fixed" resources
(normatives, centralized
items, targeted
subsidies)
- local (shared revenues,

fee revenues,
foundations)

• other
- cross financing

- support
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ORGANIZATIONAL
TYPOLOGY

• within the mayor's office

• institution or "partial institution"

__.. • company or foundation fully in
municipal ownership

• mixed ownership company

• private company
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PROG·RAM ALTERNATIVES

• Why is the program necessary?
I

• What happt~ns if the program is not implemented?

• What strategic goal does the program fit in?

.--- Define staff available for the implementation of the
program

• Who will provide the service, how much of it and for
how much?

• What ol:ltcomes are expected of the program, in what
time, and how can these be measured?
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COMMUNITY BUDGETING MODEL

.----------~----, • Program Budget
Policy • Management by pbjectives

Implementation • Technology Improvements
• Revenue Actions
• Expenditure

Policy
Adopted

Existing
Environment

r----------, • Citizen Input
• Condition Statements
• Infrastructure Inventory

L-.-__....,.....-__----J. Revenue & Fiscal

Trends
• Major Expenditures
• Unit Costs
• Public Opinion

Condition

Policy
Alternatives
Co"nsidered

• Goals & Objectives
• Cutback Strategies
• Capital Allocation Policies
• Long Term Financial Plans

1....- --' • Revenue Policies

• Essential Service

•

•

•

•

•

•

• Policy f
r-. ·a l

• 'atl'oncv' IU 'I

-
• Assessment Revision
• Output of new I old policy

• I .•
j 'ZI1
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OPERATING STATE:NIENT
BUDGET ACTUAL

REVENUES 96 97 97 CHANGE

LOCAL BUSINESST~ 240 200 190 (10)

LOCAL PROPERTY T J 280 300 280 (20)

DUTIES 230 260 250 (10)

ASSET SALES 50 90 120 30

INCOME~? (20)120 100

150 190 40LOAN5 """ ,",IV •

INSTITUTION OWN SOU CE 455 420 425 5

SHARED REVENUES 920 980 970 (10)

STATE SUBSIDIES 2200 2000 2100 100

TOTAL 4475 4520 4625 105

BUDGET ACTUAL

EXPENDITURES ~ 2Z 2Z CHANGE

MAYOR'S OFFICE 2200 2320 2350 30

HEALTH SECTOR 600 620 700 80

EDUCATI?t:-p 940 890 880 (10)

SOCIAL ; 320

~
55

"-
COMMUNAL SERVICES 400 :>0 12Ql

TOTAL 4460 4520 I '. 4625 105

{
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• CITY BALANCE SHEET

ASSETS 96 97 CHANGE

•
CASH & INVESTMENTS 100 90 (10)

ACCOUNTS RECEIVABLE 25 50 25

TAXES RECEIVABLE 500 520 20

• INVENTORIES -2Q 60 -lQ
TOTAL 675 720 10

LIABILITIES & FUND BAL 96 97 CHANGE

• NOTES PAYABLE 420 500 80

ACCOUNTS PAYABLE SO 60 10

RESERVES 120 100 (20)

FUND BALA:-.J"CE 8- 60 (35)--2.• TOTAL 720675 45

•

•

•

•

•

I



WHAT IS FISCAL CONDITION?

A CITY'S ABILITY TO MEET AND
MAINTAIN SERVICES

A CITY'S ABILITY TO MEET
EMERGENCIES

A CITY'S ABILITY TO MEET THE
DEMANDS OF GROWTH, DECLINE &
CHANGE

l
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FISCAL INDICATORS

BUILDING BLOCKS TO UNDERSTANDISG YOUR CO}.,J}..,..IUNITY'S
FINANCIAL CONDITION

FEATURES

• GAIN UNDERSTAJ.VDING OF CITY'S FISCAL SITUATION

• IDENTIFY E1HERGING PROBLEJ:\JS

• IDENTIFY EXISTING PROBLE1HS THAT LOCAL OFFICIALS AMY BE
UNAWARE OF

• PRESENT THE CITY'S STRENGTHS & It\iEAIGVESSES TO ELECTED
OFFICIALS, CITIZENS, CENTRAL GOVERNl\IENT/ INVESTORS/
LENDERS

• INTRODUCE LONG-R4.NGE CONSIDERATIONS INTO THE
BUDGET & CAPITAL BUDGETING PROCESS

• HELP GUIDE FOR1v1ULATION OF FISCAL POLICY

----.-':- --; • ---.. '" -;;. . - .- .... - .~."~ - ..~'!J'. - '.-' - ~" • - '". -." ..•• • '-.~""'" • - "
.. ".-_.. ,;; .._. ::- ._- '';'' "-'." ;-._-



FACTORS

ENVIRONMENTAL

Community

External

Constraints

Political

Emergencies

FINANCIAL

Revenues

Expenditures

Operating Position

Debt

Unfunded Liabilities

Capital Condition

CITY MANAGEMENT PRACTICES AND POLICIES
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ENVIRONJ\1ENTAL

COMMUNITY NEEDS & RESOURCES

• POPULATION
• EMPLOYME01T
• INCO;\IE
• PROPERTY
• BUSINESS ACTIVITY

EXTERNAL ECONO:-.nC CONDITIONS
NATIONAUREGI001AL

• INFLATION
• EMPLOYMENT
• REGIONAL MARKETS

INTERGOVERN~IENTAL

CONSTRAINTS

• MANDATES
• TAX RESTRICTIONS
• SHARED REVENUE
• STATE SUBSIDIES

NATURAL DISASTERS &
EMERGENCIES
~ WEATHER

• FIRES/FLOODS
• EQUIPMENT BREAKDOWN
• STATE SUBSIDIES

FINANCIAL

REVENUES

• GROWTH
• FLEXIBILITY
• ELASTICITY
• DEPENDABILITY
• DIVERSITY

EXPENDITURES

• GROWTH
• MANDATED COSTS
• PRODUCTIVITY
• EFFECTIVE01ESS

OPERATING POSITION

• OPERATING RESULTS
• FUND BALANCES

• RESERVES
• LIQUIDITY

DEBT STRUCTURE

• LONG TERM DEBT
• SHORT TERM DEBT
• DEBT SCHEDULES/SERVICE
• CONTINGENT DEBT
• OVERLAPPING DEBT

•

•

•

POLITICAL CULTURE
ATrIWDES TOWARD:

• 'TAXES
e SERVICES

• POLITiCAL PROCESSES

UNFUNDED LIABILITIES
- • DEFERRED MAINTENANCE

$ OTH.t::.R?

CONDITION OF CAPITAL PLANT
e DEPRECIATION
~ ~SSET INVENTORIES,
e MAIN1ENANCE & REPLACEMENT



KEY DATA SOURCES

1. REVENUES

TOTAL REVENUES

• SHARED REVENUES

• STATE SUBSIDIES (TARGETED + ADDRESSED +
FUNDS)

• LOCAL TAXES (PROPERTY, TOURIST,
COMl'vfUN.A.L, RENT)

• DUTIES + REVENUES FROl'vi INSTITUTIONS +
OTHER O\-VN REVENUE

• SOCIAL SECURITY TRANSFERS/HEALTH
INSURANCE TRANSFERS

• PROCEEDS FROM ASSET SALES

• INCOME FROM ASSETS

• LOANS

• NORMATIVE GRANT

SEPARATE RECURRING FROM NON-RECURRING REVENUE

(

6·



•

•

•

•

•
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II. EXPENDITURES

TOTAL EXPENDITURES

OPERATING EXPENDITURES

• CITYHALL

• HEALTH SECTOR

• CULTURE/SPORTS/EDUCATION SECTORS

• SOCIAL

• PUBLIC WORKS/UTILITIES (HEATING,
ELECTRICITY, "VATER SEWAGE)

CAPITAL INVESTMENT

• CITYHALL

• HEALTH SECTOR

• CULTURE/SPORTS/EDUCATION SECTORS

• SOCIAL

• PUBLIC WORKSIUTILITIES (HEATING,
ELECTRICITY, WATER SEWAGE)

• TOTAL ANNUAL DEBT SERVICE PAYMENTS
(INTEREST + PRINCIP.AL)

SEPARATE RECURRING FROM NON-RECURRING
EXPENDITURES -

(

~1 --



III. OTHER FINANCIAL DATA

• TOTAL ASSETS

• OUTSTANDING LONG TER~!DEBT

• OTHER???

IV. NON FINAlVCIAL DATA

• POPULATION

• POPULATION GROWTHIDECLINE

• PERSONAL INCOME TAX PER CAPITA

• NUMBER OF MUNICIPAL Ei\lPLOYEES

• UNEMPLOYMENT RATE

• NUMBER OF HOUSING UNITS CONSTRUCTED

• NUMBER OF BUSINESS LICENSES ISSUED

• OTHER???

(

! 0
L-
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ADVANT.AGES

• QUAJ.\ITIFIES INFOR\I.A.TION

• RELIES ON EXISTING A..'lD A V.4.ILABLE DATA

• DESIGNED FOR CITY ST.A.FF USE

• DOES NOT REQUIRE COlWPLICATED TECHNIQUES

• COi.vIBINES FINANCIAL & NO:-JFINA..VCIAL DATA

• TAKES A SINGLE YEAR'S EVE;\;TS ..-lND PLACES IT I:-'lTO A LONG
TE&.'v[ PERSPECTIVE

• PERJ.\JITS LOCAL OFFICIALS TO FOLL01N CHA2VGES OVER TIlvlE

• INCORPORATE BENCHJ.'v1ARKS USED BY LENDERS

(
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PROCESS

• IDENTIFY KEY CONfMUNITY INDICATORS

• IDEi'-JTIFY SOURCES OF INFORJ.Yl.A..TION A..ND GATHER DATA

• COLLECT DAT~-l

• ANALYZE, IDEVTIFY TRENDS, ASSESS UNDERLYING CAUSES

• ASSESS FIS CAL HEALTH

• USE A.NALYSIS IN THE BUDGETING & CAPITAL I1YIPROVE1.vIENTS
PLfuVNING A.J.VD BUDGETING PROCESSES

• HOWlvlUCHYOUCANAFFORD

• FORECAST REVENUE/EXPENDITURES

( :
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ECONOMIC VITALITY

A Strong Economy Produces The Revenue To
Support Services & Creates A Positive
Community Atmosphere That Attracts Residents

.. And-BlJ5iness

•

•

•

•

•

•

•

I _APPRAISED VALUE OF REAL
ESTATE PER CAPITA

NUMBER AND VALUE OF
BUILDING PERrv11TS

RETAIL SALES

TOTAL POPULA~TION

INCOME PER CAPITA

/
I

-- ...~·.3J



MUNICIPAL PRODUCTIVITY

It is vital for cities to provide more and better
services at less cost. The goal can be
achieved through steady improvement in
the productivity ofmunicipal operations.

• NUMBER OF MUNICIPAL
EMPLOYEES PER CAPITA

• MUNICIPAL EXPENDITURES PER
CAPITA

• MUNICIPAL ENTERPRISES
INCURRING OPERATING LOSSES
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FINANCIAL INDEPENDENCE AND
FLEXIBILITY

A financially sound city has sufficient control
over its finances to enable it to endure
fiscal problems and emergencies without
crises. A financially independent city is
able to control its own destiny.

• % OF EXPENDITURES FUNDED BY
TRANSFERS

• DEBT BURDEN - PER CAPITA AND
AS A PERCENT

• RECURRENT REVENUES

• PATTERN OF BUDGET OVERRUNS IN
SPECIFIC DEPARTMENTS

• ABILITY TO FINANCE SERVICE
LEVELS ABOVE NORMATIVE
STANDARDS

J-~



FINANCIAL MANAGEMENT
PRACTICES

Soundfinancial management practices can
help a community withstand the difficulties
that arise with an eroding tax base. These
practices also provide information cities
need to evaluate their fiscal position and
avoid problems. Poor fiscal management
hides problems from officials.

• PATTERN OF BUDGET OVERRUNS
OR UNDERRUNS

• ASSESSED VALUE OF REAL ESTATE
VERSUS TRUE MARKET VALUE

• INCIDENCE OF ESTIMATED AND
ACTUAL REVENUE SHORTFALLS

• AMOUNT OF TAXES AND FEES
UNCOLLECTED AT YEAR END



•
MUNICIPAL FINANCIAL INDICATORS

•
• Defining Municipal IndicaTors

• MeThodological Issues

• • IndicaTors and Charts

• The Analysis of Bekahaza

•

•
•

METHODOLOGICAL ISSUES

Types of IndiCaTors:

=> dynamic or sTaTic

=> absoluTe figure or index

•
• The Basis of Comparison:

Time uniTs

=> similar communiTies

=> average values of small or big regions eTC.

•

•

•

•

• VisualizaTion

I

•
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Bekahaza

Total revenues
Total revenues

at current prices
at 1996 prices

(HUF mil/ion)
1992

218,9
508,0

1993
252,5
478,4

1994
359,2
572,8

1995
1 078,6
1 335,3

1996
935,7
935,7

1997
967,0
781,1

Revenues per inhabitant (HUF mil/ion)
1992 1993 1994 1995 1996 1997

Bekahaza 28,2 31,7 45,1 134,6 112,1 114,9
Szolnok 48,8 56,4 69,4 77,5 101,8 95,9
Szentes 38,9 41,9 48,2 58,6 83,3 82,9
Hungary total 12,7 16,5 19,2 25,1 25,7

--
Bekahaza, balance of the budget (HUF mil/ion)

1992 1993 1994 1995 1996 1991
Total revenues at 1996 prices 508,0 478,4 572,8 1 335,3 935,7 781,1
Total expenditures at 1996 prices 409,8 432,2 524,1 1 155,2 917,2 78"i,1
Balance 98,2 46,2 48,7 180,1 18,5 0,0

Bekahaza, amount of debt service (HUF million)
1992 1993 1994 1995 1996 1997

Debt service at 1996 prices 0,5 0,8 0,7 0,5 0,4 3,4
Total revenues at 1996 prices 508,0 478,4 572,8 1 335,3 935,7 781,1
Debt serviceffotal Rev. I 0,1% 0,2% 0,1% 0,0% 0,0% 0,4%

W
~
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Bekahaza, amount of opera1ting expenditures (HUF million)
I 1992 1993 1994 1995 1996 1997

Operating expenditures at 1996 prices 123,1 174,7 205,8 382,9 305,5 32H,4
Total expenditures at 1996 prices 176,6 228,1 328,7 933,2 917,2 967,0
Op. exp./Total expo 69,7% '16,6% 62,6% 41,0% 33,3% 34,0%

Bekahaza, structure of operating expenditures (HUF million)
1992 1993 1994 1995 1996 '"UJ97

Operating revenues ' at burrent prices 162,6 175,2 209,0 284,6 289,4 309,0
I

Operating revenues . at 1996 prices 377,4 331,8 333,2 352,3 289,4 249,6

at 1996 prices ' " I

Shared revenues 65,9 50,4 68,7 77,8 89,2 107,0
Normat;ll~s 79,0 105,3 108,0 131,4, '126,4- 12~i,8

Social Security transfers 10,7 10,8 15,7 15,4 8,9 a,s
Central funds total 155,7 166,5' 192,4 224,7 224,5 241,3

percentage 41,3% 50,2% 57,8% 63,8% 77,6% 96,7%
,

Local taxes 0,1 2,9 6,1 13,9 27,4 34,6
Duties etc. 6,9 5,8 10,4 46,0 37,5 33,1
Local resources totfJI 6,9 8,6 16,5 59,9 64,9 67,7

percentage 1,8% 2,6% 5,0% 17,0% 22,4% 27,1%

~ Varoskutatas Kft. PENZOGYI MUTATOK 2. oldal
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Total revenues of Bekahaza in 1992-97
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1998.10.06. 9:02

Total Revenues per inhabitant
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ELEMENTS OF TI1E WORK
PLAN

• Outputs / Goals

• "Activities / Tasks
-..:

• Inputs / Work hours

• Checkpoints / Deadlines/

Responsible persons
I
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-e..v,

CRITERIA OF THE WORK
PLAN

• Legal background

• 'Identifying participants
-.:.

• Technical background



THE SPECIFIC WOIU< PLAN

• Iden,tifying the topic/secfor to be

"worked on
--
• What is the program

• What are the sub-programs

• Knowing the features of the
,

1: community
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THE SPECIFIC WORK PLAN

• Iden.tify the indicators to be used

• The budget document: content,
---

format, structure
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SOME PIECES OF GOOD
ADVICE

• You cannot do it by yourself

• Keep DEADLINES and make others
,

'keep them
-.:

• There should be a coordinator
/

-

• Collecting data should be well

organized: questionnaires, forms
,
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SOME PIECES OF GOOD
ADVICE

e Data should be ACCURATE

e, Respect other opinions

-- Revise the workplan in the process; it

is designed to point out mistakes and

undesirable phenomena in time
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EXERCIS6 ON SECTOR
INDICATORS

EDUCATION

Analysis of primary school financing

In the community under examination, the following indicators are different in four similar
institutions (primary schools):

Primary school Primary school Primary school in
Petofi on Calvin SQ. Petritele :>
1997 1998 1997 1998 1997 1998

A. Total of subsidies per
group ofpupils 2248 2569 2594 2847 2743 3097

of them: state 1 851 2126 1 922 2222 1787 1 991
municipal 397 443 671 625 956 1 105

B. Number of pupils per
group 23,5 23,5 26 25 23 23

of them: regular 24,9 25
special for mentally 9,5 9
handicapped

C. Number of staffper
group ofpupils: 2,7 2,7 3,2 3,04 2,9 2,9

of them: regular 2,85 2,85
special 1,25 1

D. Number of other
employees per group of 0,9 0,9 1,2 1,15 0,91 0,91
pupils
E. Number of employees
involved in the operation of
assets per group of pupils

0,47 0,47 0,6 0,58 0,75 0,75
F. Number of cafeteria
employees per group of
pupils 0,43 0,43 0,6 0,57 0,16 0,16

Exercise: What conclusions can you draw from these figures?
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WORKSHEET
J



EXERCISE ON SECTOR INDICATORS
cOl\iMUNAL

GARBAGE REMOVAL IN CLEAN CITY

The municipality of Clean city plans to introduce a user fee for public cleanliness services. According
to the plan, the fee would cover total costs of the service, including overheads of the Public
Cleanliness Office.

Annual total costs are:

Garbage collection
Transportation and disposal
Overheads of the Public Cleanliness Office
Total

HUF 800.000
HUF 500.000

HUF 200.000
HUF 1,500,000

The local government's objective is that various users (with various types and volume of waste) pay
different fees.

The Office's task: Set fees for various types of users as a share of total service costs based on
external and other costs. The main consideration should be that garbage removal costing HUF
1,500,000 should not continue to drain the budget but be borne by 29,500 users in a differentiated
way.

Your task is: to calculate the estimated annual fee for public cleanliness based on the worksheet
attached.

Some important factors to be considered in your analysis:
- in the service the greatest portion of costs are collection and transportation since the time and costs
of the job vary by location, density and volume ofwaste.

- overheads of the Public Cleanliness Office are not impacted by the type of the user.

When setting the fee, consider:
- Do you need other information to set fees properly?

- Do you regard it fair that fees should be differentiated and that full costs of garbage removal and
disposal be borne by the citizens?

- Do you see alternative revenues other than fees; do you think alternatives should be looked for?

GARBAGE REMOVAL WORKSHEET
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Known data Multi-unit Family Commercial Industrial
block house user user

A. Number of users 20.000 5.000 4.000 units. 500 units.
B. Average amount of collection
time per user 1 minute 1.5 minutes 0.5 minutes 1 minutes
C. Number of collections per 2 2 2 3
week
D. Estimated amount of waste per
user per week 0.025 kg 0.025 kg 0.025 kg 1 kg

Indicators to be calculated
I. Amount of collection time per
user per week
II. Amount of collection time for
all users per week
III. Per type of user share in all
collection time (%)
IV. Distribution of collection
costs
V. Collection costs per user

VI. Total weekly volume ofwaste
VII. Share in all waste (%)
VIII. Distribution of
IX. Per user transportation and
disposal costs

X. Even distribution of overheads
among users

XI. Estimated per user public
cleanliness fee
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WORKSHEET
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EXERCISE

J
Two simple services iiJ. the social sector in a small town

•

•

General Data

Population:

1st January 1994

I st'January 1995

1st January 1996

1st January 1997

33,023

33,048

32,931

32,752

Structure of the population:

•
Age

0-17

18-59

over 60

1994

7,814

18,847

6,362

1995

7,475

19,055

6,518

1996

7,289

19,061

6,581

1997

7,059

19,100

6,539

•

•

•

•

•

NURSERY SCHOOLS

Professional indicators 1995 1996 1997

Nursery schools' capacities (number of 100 100 100
children)

Number ofchildren enrolled in nursery 69 58 56
schools

Number of days of service (by number of 16,251 13,502 13,619
children)

The number of serviced children calculated by 55 45 49
the actual number ofdays of service

The number ofactual days of service 12,952 10,497 11,349

Number ofgroups ofchildren 7 7 7

Number ofteachers 21 19 17

Value indicators (HUF thousand)

Total expenditures 18,646 21,978 22,781

Per unit indicators

Number ofchildren per group 8 6 7

Number of children per teacher 3 3 3.5

Expenses per child 339,000 488,400 464,900

/'

~)



SOCIAL MEALS

Professional indicators 1995 1996 1997

Number of clients of social meals 191 208 210

Number on waiting lists 20 35 63

Number of staff 3 3 3

Number of vehicles 3 3 3

Value indicators

Total expenditures 11,246 16,949 23,512

on food purchase 10,460 15,839 21,615

on operating vehicles 492 781 1,025

Fee revenues 3,973 6,314 10,482

Per unit indicators

Meals expenditures per client 55 76

Proportion of fee revenues to total
expenditures

Proportion of fee revenues to total meals 38 40
expenditures

1 Nursery schools

What problems can you see from indicators?

What is to be expected ifnothing changes?

Solutions (alternatives)

What is the impact ofvarious alternative solutions?

2. Social meals

What problems can you see from indicators?

What is to be expected ifnothing changes?

Solutions (alternatives)

What is the impact ofvarious alternative solutions?
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DIRECTIONS FOR SMALL GROUPS

,I
This is a case study of a hypothetical community. You will have 60 minutes to work
on this exercise. During this time you will have the following tasks:

1. Break into small discussion groups as directed by the group leader
2. Read through the case study, the discussion questions, and review the two

pages of indicator trends. When everyone in your group has completed this,
the group should'choose a recorder and begin discussing the questions. The
recorder will write down (on a flip chart) any conclusion the group reaches.

3. Try to spend no more than 15 minutes on anyone question. The question
require "management" decisions - you will not have to make any
mathematical computations.

4. When the small group reconvene each group recorder will briefly present
the conclusions their group has reached.

5. All participants will then join the discussion.

1



CASE STUDY: EVALUATING FINANCIAL CONDITION

CITYbF Nagyhaza

Population
Current Annual Budget
No. Employees
Major Local Tax Source
Major Subsidies

15,000
HUF 100 million
127
Property Tax
Normative, targeted and addressed

J6zsef was recently hired as the City Administrator of Nagyhaza, USA. J6zsef
replaced the administrator who had been with the city only 18 months. Over the last
10 years no city administrator has worked for Nagyhaza more than 30 months. This
was generally due to the relatively non-competitive salary Nagyhaza has paid its City
Administrator. The result has been a lack of long range financial planning. However,
the City Council is committed to having a professional administrator and recently
raised the administrator's salary to make it competitive with similar communities.

Nagyhaza is a suburban metropolitan community whose population has been growing
about 2-3% /year since 1970. While there is a small segment of low income families
on the south side of the town, Nagyhaza is predominantly middle and upper-middle
income families. There are well organized neighborhood groups in Nagyhaza which,
for the most part, have been supportive of the town leaders. Recently these groups
have been pressing for increased police protection and improved road maintenance.

Nagyhaza relies on the property tax as the major revenue base, with 35% of the
property taxes coming from commercial property and 65% from residential property.
The commercial tax base had grown fairly rapidly until the mid 70's but has been
relatively stable since that time. An upcoming property revaluation (the first in 7
years) will likely shift more of the tax burden to the residential property owners. The
city owns large amounts of vacant land in town. Over the last few years city officials
have sold tracts of this land to developers. However, because of a slowdown in the
regional economy this land has not been developed.

Nagyhaza is a full-service community except for education and electricity which is
provided by the county. City employees unionized in 1995 and have won substantial
increases in salaries and benefits since that time. While they are not overpaid
compared to workers in adjacent towns, their benefits package is substantially better.
Their pension system is administered by the state.

The city is presently building a new sewer network and resurfacing 4 kilometers of
road as part of its Capital hnprovements Program. In addition, a number of city
buildings are being renovated to make them more energy efficient. Nagyhaza is also
building a water treatment plant which was required in order to meet water quality
standards. Total debt service (interest and principal payable in the current year) is 13%
of operating revenues this year.

2
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The city has been relatively prosperous over the last 10 years, maintaining an average
fund balance ofHUF 500 million. However, the city had used HUF 80 million of their
fund balance to balance last years budget and HUF 18 million to balance the prior
budget. As this year comes to a close, Jozsef finds that the city will have to use
approximately HUF 70 million of their reserves (fund balance) because estimated
revenues are running less than projected. Both property tax revenues and fees for
building permits are lower than projected. Fund Balance at the end of the current year
is projected to be HUF 332 million.

One problem Jozsefhas already identified is in the Finance Department. Because of a
lack of established procedures, Nagyhaza is probably not collecting all taxes due to
the city. Furthermore, because of a lack of accurate historical data, the city has been
overestimating revenues for each ofthe last three years.

The City Administrator, Finance Director, and Department heads are now in the early
stages ofplanning next year's budget. In order to rebuild the city reserves and to offset
the effect of inflation, Jozsefwill recommend an increase in the property tax rate - the
first in six years. He will also recommend reductions in a number of services. Based
on his informal conversations with the city council, Jozsef feels that there will be a
good deal ofresistance to his proposed tax increase and service reductions. However,
he also feels now is the time to get a better hold on the city's finances. Jozsefhas four
months before he presents his budget recommendations to the council. After the
budget year begins, he would like to begin some long range fmancial planning for the
community, and has assigned his assistant to work with him on this. Jozsef feels he
will need a good deal of information before he makes his budget and long range
financial planning recommendations. As a start, Janos, his assistant, and the Financial
Di:ector, have begun to compile the following financial information about Nagyhaza
(See City ofNagyhaza - Selected Indicators - pages 5,6 and 7)

SMALL GROUP DISCUSSION QUESTIONS

Assume that you are a Consultant hired by the City Administrator to advise the city on
financial matters.

1. In the space below list three indicators (from those graphed on pages 5 through 7)
which are of immediate concern to Nagyhaza. Give one reason that could explain
why each indicator may have moved in an unfavorable direction. Where possible,
use other indicators or information from the case study to support your reasoning.

Indicators of Immediate Concern

•

Indicator Name

1. _

2. _

3. _

Indicator Number Reason

3



2. In the space below identify three indicator trends (from those graphed on page 5
through 7) which should have their direction reversed over the long-tenn if
Nagyhaza is to achieve good fmandial health. Give~ reason that could explain
why each indicator may have moved in an unfavorable direction. Where possible,
use other indicators or infonnation from the case study to support your reasoning.

Indicators to be Addressed Over the Long Tenn

Indicator name

1. _

2. _

3. _

Indicator Number Reason

3.J6zseffeels that he needs additional infonnation about Nagyhaza. However because
of time constraints, he can only develop three additional indicator trends. Which
indicators (or financial infonnation) would you urge 16zsef to develop? Why? See
Chart A (attached) for a listing ofall indicators.

..

Indicator name

1. _

2. _

3. _

Indicator Number Reason

4
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City OfNagyhazal Selected Indicators
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CAART A SUMMARY Or INDICATOR FORMULAS

* Indicators developed by Nagyhaza

i,-

Personal IflCeme
in CAnslanl DclI~",

Populauon

Markel Va'ue
et I'leslcenual P'c::e-:v

Mal-.lillt ~a.n.• 9 :1
Tota! Proo erty

Constant Do!lu
Chanq. In P'oae~ Value
COnstant DOllar ;:,::::e<Ty

Value Pnor Yau

Poverty or P'JC'lC
A'SIS1anCII HO'.Jse"o:~s

Hauunolds on Thct;sanes

DeorltClat,on Exoens.
CAst ot Deo<ee:~e

FIXed ASHllI

E.penclllUres lor ;:;eoalf
and Maintenance ot

General Fixed ~!'IIi1~S

Amounl Of ....~.,S

Formul.l

CaPtlal Outlays
!rtlm OPeraun" F....,.,C.

• Rale of UnemOloyrrenl
• Num::er 01 CommuM)' ~oes

• Relao! Sales
• Number ot Commu""", 9<.:S.t'8s_
• Gtess aUslne.s~ ~ecel:::~J

• Vah.tauon of Sus.ness Property
• BUSln".. Acres Cey,,-e~

BESTAVAILABLE COpy

33. ReSidential
Development

J •. Vacancy R.les

J5. Employmenl Sase

:16. Su.,,,,,ss ACll\IIly

Indlc.ltOf' I
Ho. nile I
25. MSlntenan::o E~or1

28. Level of Co\ll'tal
OuUey

27. DepreClauon

28. Pcpulabon

29. Med'an Age

JO. Personal Income

JI. Povelly Households
or PutlilC ASSIstance
ReCIpIents

32:t Property Value

IndlcatOt
Formula

No. TlUe I
I. RevenuDs Pet ~'13 I Nel {)peraunq

R9v~nuos In ConSI~nt Dorl~"

PO~ul~llon

2. Re.tne:l~ R""enues Restnct&d 009r3flno Revenues

Net Operallng ;;evenu..

3. Intergovemmenw Interoovernmental Coerarlna Revenuo!
Revenues Gross Cperaun9 i".evenu..

.. EIas~ Tax RlIYa""e, Elaslic Coerattn" I'levenues
I'Iel Coeraung ",evenuea

5.1: On..r"". R....nu.. OneaTime C09ratino Revenues
Net C~arahng M4iVenUes

6.
1

Proper'!'( Tu Properly Tax Revenuel
Reyenues on C~slanl Dollara

7. 'C Uncollecled PrOQerly Uncollected P'ooenv T....
Ta..s Net Prooer'!'( Tax Levy

8. User C~r;e CAverag. Revenues from
Fee. and User Cl'arces

E,cenOltures tor
Relaled Services

9. Rev.nue Sl'IorUalis Re"enuo ~hor~1alls'

Net Operalln9 Revenue,

10: E.;er'ldllUr., Per Nel O::eraMg
Cololla E"Oen~Jlules In C~r.5tan1 Dollars

?o;:"Ula1 I on

II. Employees P.,. c..plla Numoer ot lAunlCI::al Ernotovoes
POOUlation I

12.~ FiXed CAsts F;.ed COSIS
Nel Operaung Expena1luru

13.'" Fnn;a Sandls F"nC8 e.n.~t :x=endIIUf8S

S~la"es ana wa;es

1~.% Oper aun~ De (>CI~ General ;'und C::eral,nq Deroc,l
Net 000ra:'"9 i'levenues

IS. Entarpnse Losses Ente,pflse Pror,ts or Losse, In
Conslant DCllars

I16.;t Ganeral Fund Unre'Ulc.!C!d F:Jnd
Sal.nces S~lance 01 Gan9r~1 Fund

Net Coerallng ;:;'evenues

17.~ UCiUlClly Casn ana
Shon~Terrn InV&5Im.,nt'S

Currenl L,aollll.les

18. Cutrf!lnt waOlhhe= C\Jr'lItnt L,ab'hhft!

N(ol C~eral ..'g R~;;- ,
19.~ Lon9'Term D"ol N~' C'lr,;;c! ~ono· T~rm Oebt

1'-ssessed Valuallon

20. Oetll Serv::e Net C:r~ct Cetll Serv'ee
Net Co.,raung i'levenue~

21. OverlapPtn; Do". Qver1aoc,nU0t'"· Te,m D~tI'

~sii'ss"o \(a'ua'oCn

22. Unlunoed P.nSll,n Ur.funded Pen'lon

I ua:l<IIl'f Ptan '/0351"!0:: =~nehis

.~:;$:::~CCl Va,i'..l41Jan

ZJ. Pllln110n ,.).S,...f~ P~n~IlJn pt-." A~~hJtS

Pet':!lon oenehli Pa,o

2.'. "'Ct"'um llI2feoj E~otoy=.

I-
TO!~1 0.:·,., 01 l."InCSol!<I

I le.i ... u.OCn, V3C'3~IO" ana SICk Lo1Ay'!l

I •
.

I ~ Of f.w4U~ICIP.' Employees, I

(
\
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Some of these problems are inherent obstacles. Many, huwever, can he
reduced, even if only gradually: For example, data on facility condilion can
be'oblained, the various analylicallools such as Ihose discusloed inlhilo lep"ll
can be tried and refined, and improvements Cilll he made in Ihe colll/ill/ni
calions bctwecn operating agencies, ccntral review persOllllcl, ami ekl'ledofficials.

The remaining chapters seek Iu help public personnel reduce lhe~e,)bstac!es.

• The: dUla ncedeu 10 make: (;olJlprehen~ivc anilly~cs-Ior example, in
fonllalion on eadl lildlity's phyl>ical characleri~lics and conuition-ale un
available in most operaling agencies.

• The analyticallools for using such data 10 undertake analyses of 0plions
have subslantial weaknesses, in part bccauloe the agenciel> have Iwd lillIe
experiencc with such tools and thus have nol adilptcd thcm to Iheir need~.

• Those parts of the analysis that require projections of Ihe fl/ll/re llilve
innate weaknesl>es, as do any allempts to forccal>llhe future (induding l>lock
markel projections or projections of the economy for even scven,' lIIonlhs,
lei alone one or more ycars, iOlo the fUlure).

• Operating agency personnel, particularly al the top level, arc Ullac
customed to such analYl>is and do not perceive ils usc and utilily.

• Higher-level officials, bolh chief execl/tive office:rs and olher elected
officials, have not insisled on Ihe information for which the allalyse~ arc
needed and are inexperienced in how the inforlllation obtained miglll he u~cd,
for example, to gain public sUppUll for prop0l>als.

• Even when such analyses are undertakcn and are subsequently Irans
milled for centntl n:view, Ihe i~lformiltion lIIay nlll he pn:l>cnled cll-il/I,)' illlli
l:oncisdy so that central review ofliciills l:illl l/lIdCIl>lilnd Ihe lIlil!l;' i.11 ilnd Ihimplic:ations.

If
~ '.
~I'
~.,

~~::

(;'"
rS".
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Chapter 3
Improving on Crystal Ball Gazing:

The Basic Elements of
Program Analysis

Thlls lar we Ih.ve l·lIll'h'l~i/ell Ihe rolc~ anu Ic~plln~ihilllie\ Ill' lkl'bllln...lllil"erl> in earryillg oul ~un.c\~11I1 prllglalll allaly~e~. EVL:n wilh Ihe ~UPlhlll
of l!ecbion lIIakels, plOglil1ll 'lIIaly~i~ i~ ~1I11 haughl wnh dlillclllth;~ ..(he
leillaining t:haplers are L1evotcd 10 aiding Ihe illlaly~l in cllnlluclIlIg the ha~ll'
MeJ1~ of pmgl'il/II analy~b. b.\hibit 2 li~led lypit:al ~lep~. Whik the dCIIlCllb
are pre~ellted as :1 ~ene~ of ~ICp~. uelllill :lIIaly~b lI\lIi1l1y illvlIl\'c~ all intelJllil)'
alllllllg thc ~Iel'~, ~lIeh a\ haddlac"illg 10 IdnlC III lL'llcllll~le I'",hklll. III

. ~JlcLify additional dlclIl !?-lllul". III ", J1o~e ad,llIllllI,lll'V,lhl,lIh'" ,111,11,1
I Thi~ chaJller dbcul>~c~ Ille lil~1 lIve \Icp~: L1c1ll11ng Ihc I'llJhlllll, Idcn
tifying (lbjcelivc~. ~dedillg cVilllIalion C:lllclla, l>Jlct:ilying dlcnl glllllp~, .Jllli
ilklllifyillg allanali\'e~. III LOn~ideling (he ~uggeililln~ III t:hilplcr~ .lllllllugh
7, it lllily he helpllli 10 rckr III Ihe th,ec cXallIplcs 01 .111011) \e~ \UIIIIll;I/I/ClI
in i1ppendix A, alld the chc,"li~1 01 Icchnicalullclia "" ,1\~L:~,III[! jlll'!!lillll
i1nilJy~c~ ill appclIlIix C. I

I Fur 1I1\1f~ Jl'l.llh un \,mltm... h:dlllh.:.llllrul.l·dlln:\ It .. 11I tl!!I..I11i .ul..II},,, '\,.L: ,,1\.11 \\\"~,a, lIugh J. ~11,C'r ,1II\II:d\\IlnJ S ()lIlltlc, l."lhhlf\.lJiI"db,,"~ ",.\\\11'11I\ \111,1\,,, INt:\\ '''I~N"llh,""l1allo.!. I'JK5). (j""I,llllll~llI,"I\IJI""~ alllll:o.!\l.IIL1 S VllaLl~. ~L1I1,",./·u/"II.,,, .\'10'" 1/.'(N"\l Yllrk: 111111I Wllq &. SIIII'. I'}XUI. nl~I""IC II 1"'1\1':1./'''''''' /",'~/I"" \"","" .1/,/.",,/N,.".,/I"" AI,.dlll'I. 11I,Ih11I1111 " • 1\1.11 "'.IIIL1. 11111,,"'"\ 1'.11 ~ I'rc". I') IX I. I .11111 ~II'~':\ .lIhlll,. 11.11 ,Il.l."l~h.llI~ca •. \ /'"",," IfIt 1',,111' \lItll"" IN...·\" "",Ilk \V \\ Nluhlll lllltl ("UII;I'.III~. 'IJ/XJ.1\I,lIh~\\ II. 1\1Ik) ,III" r\. MI,II,lclllllh<:IIl1.III. U""/u,,t/l"/),I/" .\",,111/, IIk\<:11I Ihlb. ".r/I·1<'llIIiI. SlIgc I'I/I>I&'JIIIIII', I')X~ J. 1,,1111 J CI,II~. ·11",,11.1, J 1I11I"d.,"~ .•11111 1{"h~1l I. 1'111,(",,,1.("I/'i",/ /I""I: ..t/ll~ II;IIgk\lIlIl.l (·111". N~l\' Jc"q I'I~IIII'': 11.111, I'/]'}l. .11'" )111""11' IlLlIII&IIi'''.
1,",lmlt/II'"' "" I', "It'. I \/'I',eIlHI1 ,,,,de I (Ilic c""e"'''' IB.tlllIlhJlt:. t\1.1I" 1.J1Il1 Jlllhll,IIL'J "II "I hI,.'
Wlliitl IIJII~ hy lire J"hll' 1I111'~II" 11",,,,,,"I) I'I~" I'JlIIJ

27
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~

Defining lhe I'rublclII ulld Ill. Scupc

Program analysis sturts wilh an issue or prohlem, The following eXlIInpb
from appcnuix A illuMratc lhc nalUre of problems as Ihey wcrc inillally plI~ed:

I, Nashville mayor's office: Do we need III huild Ihree ncw cllllage~ OIl
our Ch;ldren's Homc as proposed'!

2, F011 Wonh City Council: Parade Magazine says Ihat Indianap(}li~

Lts "Ielr police officers drive thdr palrol (;ars while off dUly, anJ a~ a le~ult
the crime rate has uroppcd sutx,lantially, ShoulJ we du Ihe same'!

3, Dade Cuunly manager: What drug tn:almenl prugram shoulJ Ihe cOUllly
encol'ngc i\lId support'!

Ar. analyst should, of cmmie, respond tu a problem or issue as il is
initially pl:rceived by gov~:rnrncnt officials, But beyonu Ihal, anulysb shoulJ
atlempllo idenlify the "real" problcm which may unJerlie a given issue, As
ill ilially posed, a problem may be staled vaguely, incomplclely, or perhaps
misleadingly. AnalysIs wil,l neglecl pllrl of their jub if they indiscriminalely
accepl the ,hanu;leriz.llion of a problcm as it is first pres.=nled, UUI problellls
and issues should nol be redelined or refurmulall:J merely 10 suit the analy~1
I)f 10 iiI hb analylic 1001s, Significanl changes :n prublem statcrllt:nh should
Ix: wOlkeu out with, 'or reviewed by, responsible IJITicial~ bcfore Ih~ siudy IS
well under way.

On,~ of the firs' problems that an analyst willnumlally face is determining
lhe scope of an analysis. Should it focus on very narrow aspects of a plUhlelll
~r should it encompass numerous and broad dimcnsions? The analy~i~ of lh~
Fort Wor.h take-home police car plan, for example, fucused un a very narrow
issue. It considered only the existing use of pulice cars in Fort Worth and
the variatiuns of the basic take-home plan used in Indianapolis, The analy~l~

might have explored other possible ways to reduce crimes, such as plOviding
aud:tional police oflicers or improving street lighlir.g. The analysis cuuld also
Iwve included additional options such as onc-oflil'cr versus Iwo-offieer pallol
cars or uniformed versus nonuniformcu palrol on l~efS, II could hal'c bl'clI
expanded to include the role of courts and pri~ons in dCICII ing and appre
hending criminals. The scope could havc been further widcned !II l'llll~ide/

the rule uf educatiun, employment, and welfare in prevenllng CI imc in lhe
first place, In facl, the scupe was defined narrowly bccause of the ~pccilk

intereslS of the city manager and council at Ihe lillie,
The scope wiII be determined by such factors as lhe resouces and lime

available. the amuunt uf informalion Ihat is available 1lI thaI can he del eloped

III lime, and the IIl1el~~llo ,1Ild Ih:ed~ 1I1lhe gllvelllilleill IIllI ':1<:11 \lllllllllhc,~

Iilllilulion~ an analy,. will u~ually have sllmc I\exihillly In del illin~ Ihe ~ClIp~,

In praclic~, Ihere I~ a conlllion lendcncy to dcllnc a prohlelll hill n.llf1lwly.
I-or example, an allilly~i~ of all eilleigeney alllhlllancc 'l'IVllC \la, Clillci/ed
lor concenllaling e,\l'e~~ivdy on Ihe Ic'pon,e llnll' 01 lhl' alllhlll.llILe" II h.ld
lillie hi "'y ellher alllllil 11IIlvl,ion, 1;'1 lIIedll'all'.lIe .lIll'l alllv.1I .11 the '"CII~'

01 hO\pllal 'll ..houl lhe lelalllln III IC'pOIl'': 1II11c III he.lllh
Convcl ~c1y. an analy~b lII"y dellne an b~lIe lOll hlO.ldly hy alleillpllng

10 an~wcr i111 po~~ihle quc~lioll~ wilh tine Mudy lhal ""Ilaige allli ,0 uilllclIll
lhal iI cilnnol hc compleled wilhllllhc lnnc and Ilinding availahle. 'I he choil'~

01 ~CllPC ~hoilid hc ha,ed in pall Oil a plelilllinaly allaly~i, ,II a prohlelll III
help i1'~~" whele alluly'h' lillie allll dlorl w,Hlld plohahly piliI'll!': Ih..: lill~":'1

payoff. An h,uc p.I(lel of Ihl' type de~L1 ihcd in dlolpll'f 2 .llId .Ippclld" II "
one WilY !II do 111I~, Such prelllllin'lI y unaly,,, i~ ,cldolll IIlld':ll<II-.clI. hill
u~lIally IHI~ it high payoll. ,

The illitial ~COpL' 01 a ~llldy lIIay he allel\;d durillg Ihe l'lIU"~ or allaIY'I'.
c~Jledally ir illlpOllalll nc\\' ill,ighl' ahoul it prohlelll ;lIi~e, hll eJo.illllple. lhe
dlug ahu~e lIcallllelll allaly,a- ~ullllllali/.ed in app":lIdlX A·.\ wa, hll ••ldcllcd
Ulll illg 1111': adual 'Iudy 10 IIIdliLic Ihl' cOUilly 1'111 whell II hel'allle appal elll
Ihilllhe jail wa, i1l1lajOl (lOlcllllal ~Olllee 01 dlelll, 101 IIcallll<:1I1. 1\,.1 gCllcl.,1
plilcliee, the applo).llIl<lle ~l'ope 01 allaly~i~ ,hollid he dcllllcd .11 all .:.lIly
~l<Ige hy Ih..: allaly~b .1IId lh.:lllevlcwed h)' appillfliiale IIll1l'I.I" hel'lIl' iI gl':ill
de.1I or elroll b e).pcllded,

One 11111\ ~omclilllc, lI~cful lor galllillg pel ~pel'll\'.: Oil Ihe ~copc 01 an
iS~lIe IS "diaglamlllillg" Ih..: ~cl\'ice delivery ~y~.elll undel :.lll.ly, 'IIII~ \cch·
nilJlle can help illd/C'11.: how Ihe elelllelll~ 01 a ~y~lelll r.:I.II..: 10 e.lch olhel .llId
gllid~ Ihe ~elcclloll 01 lal'lol' Ih.11 'hou!d he 1Il1l"d<:led III Ihc all.II)'", 1.\1111,11 X
is i1n illu~llatlon 01 olle 101111 01 t1iagr,1I11 'I h" eJo.lllhll ,h'l\\'~ V.II HHI> k\'c"
or it health tleallllenl ~y~lelll, I:aeh hlock ICJlle~enl, iI ~l'glllcllt 01 lhe lolal
popnlatloll ~crved hy the ~y~lelll, II tlata ,lie \Ihlalnctloll lhe IIl1nlh':l III ..I,,"
lallillg illlO each hilII.''' , thc illfOlIll..1I011 l'lHrld hclp id":lIllly lho,e elelllellb
lhal ille ucfil'ielll alld tlIU' have I" 1(111)' 1'01 ,'xallllll.llllllI In a p/llgi ,1111 .llIal)'~I'

Idl'lItil'ying Pl'lIgr'lIl1 Ohjn'th cs. E\ aillatitlll Crill·ria. and Clicllt
( ;ruups

Three e~,elllial ~Iep~ in fllogralll allaIY'I~ ale Idelllll)'lI/!! lelev.IIIIPlogralll
ohjecllve,. cllletia hy \dudl III ev,r1uale the d kc II \'c n..: " 01 .1Ilcrll.III\'e,
("l11caMlles 01 cIlcdlvene\\" I, and Ihe poplllalllln III dicill glOulh lh.ll will
he alfecled hy the aile/native" The~~ ~Iep, ale ch"c1)' IcI.llcd .lIId will he
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EJ,hibil 9, CHARACTERISTICS THAT EVALUATION
CRITERIA SIIOULD ADDRESS

2. E.\plidlly 1'00Uitlt:r IlIItc:ltfilll "llIIlIIft'lIc1ed" CUII,II'l/I/CIIII',1 UJ lilO.

grams-particularly lIeguliI'e eJfel'b, For cxample:

The key point here-one Ihat is often neglcctcd-is that an explil'il uhjcclivc
should be to control a program's negalive consequences. Objcclive~ alc usu
ally expressed as the benelicial dfects thai arc i/llcndcd but mO~1 plIJgl.un~

• Major new road building programs may resull in dbplaccmcnt uf largc
numbers of citizens, noise and air pollutiun, and dbruplillJl uf Ihc
comlllunity,

• Urban rencwltl or housing code enlim:cmcnl program~ lIIay Icdul'c Ihe
amount of low-incomc h(lU:.ing ltvltilablc in a comlllunily,

• Increased ltrrcst aClivities by public safcty olJicials Clluld, Wilhuul
proper safcguards, causc unduc citizcn harrasslllcni.

• New solid waste disposal technology may cau:.e objcclionahlc allluunb
of air or noi:.e pollution,

j '1Ih,,"'C m~ Ihl1 pll'''t:lIll'lI d\ l"':Impll'\ ul I'l"rkllllhl l'lll\l" II( \.'\.t111.llhllllllh."II.1 hUI dill)
U!t f.:.I\Un.lhlc 1I1I\,"" 111.11 .lppl'Jlnl 10 hd\l." hl:CII h:k\.JlIl h. .I\ttll.lld" \11111 .. ,:1".'11'1\\.', .tII" lI'Illlll

lur III\:' 11U.1I)·"c" In \\ hi' h lilt.:) \\ ..'Il.' ,ll'l'lh:d

.1. ('"l/.l/dl'/· IIIO/(' 1111111 0111' /1/1,1'''''''1' 1111.1 1'1',1111111"'" ,III, "fllI 1\111'1
programs hu\'c ~c~cl.d IllIlP"~"~, 'OIllC 01 \\llIdl 1I1,Iy he 1I1l<:llkpClld<:1I1 or
evcn cOlllhl'ling, to. sllIglc ohjcclive will r:1le1y dc,cllhe adcqll,llcly Ih~ elll'''h
01 thc ("oglalll, 1101 \\111 a ~lIIglc <:vah'JIIIlIIl'lIlcIIOIl hilly 111<:.1'111<: ih IIl1pali.
SIlIllC Ill' the mall)' aspcl'b III .1 plll!:,""" .hal ilia)' IIc,'d 'll hI' l'I)\'l'll'd hy
cvaluatiol1 crilcli.1 WCII' li~tcd III c\11I1I1I I). 1:"llIllIh III .Iml II illll~Ii.11l' L\al·
u.IIIOII (Iilcliu hOIll 1\\0 plOglalil all.dyscs 'UIIIIII.IlI/<:d III aPlll'lIdlx A '

4. 0" l/lil rC;(,1'1 ('l'lIllIItflOlI ni/t'/'/Il "enll/H' "'111'1'1111'111 d(l/lllIllIl'l ill

1II1'1I.\IIr;lIg Iltelll. EvaluillIolI l'rllcn,1 ~hllUld bc Idellliht:d wllhllllt 111111.1/ LOll'
cCln for how 01 whClht:1 thcy (an hc 11·ICU~lIlLd. '1 hClc all' gt:l1clally ways III
pallially IlICil~lllC c\'cn qllahtalivt:. suhjcclivt: crilclla, for CX<Ullplt:, hy C~II'

mates bascd 011 ralings by t:XPCIIS 01 011 ,y~lcmall\: sun'cy' III 1'IIIIIlcr dlCl1h,
111 (Illy ca,c. ilnaly~l~ sholiid idcllllty evahl..lloll l'lilclla I'\'t'n \\hclc lh.:y ,',Ill
plovidc 110 inioimalllill llll IhclIl. Thi, will help ellSllle Ihall.!~'i'hlll 1ll,11-1'1~

using an alia lysis will he aWillC 01 IIl1pollalil 0I111~~11I11' alld will Il'1I11'1I111"1
to cOllsldcr thosc a~pcLI~ Ih.lt .IIC Iclcvalll hUI Ihll IIlca'IIlLlI.

5. Too ,,/lIIII' "hjl'l'ftI'(',1 or 1'III£'I'ia are bl'ltt'l "11/11/"0 /t'll'. II i~ 11IIlhilhly
heller to CIT illillally on Ihe ~idc of il1c1l1dlllg 1001l1.1IIY ohlCLliyc~ or CVidu.l111l1I
CI ilcria fllr cOII~idcl alion Ihall 10 elimlllalC sonic Ihal lIIighl hc illlp"rwlIl wh':l1
eXlllllillcd 1II01t: (""dy. Ndlhcl puhlic \IIIILlal, Ihll PIIIl!I.11I1 ,1I1,,1)"h ,hlllll"
hc 4111l'I- 10 clillllllaic il ('Ilk II II ill cVillllillioll l' 111'111111 1111 Ih,' h.I'I' 01 Ihl'lI 11\111
pcrsllllalopilllllll, I..',ilclia thill hl'l'OIlIt: IIldrv,lIll III Imlgllllll',lIll .Il1l1l1g Ihl'
lllur~c 01 an i111i1lysi, Lall hc di,callled, hUI II I' 01"'11 dllll,'ul! hi 1II11,'''II,C
Ill'W oncs midway III Illl: ('IIKC" wllholll Icpe,llIlIg dolla lI,lIl'dloll 1'11111"

6. Sleci/1' die' III 1(10111'1 lillII'll/I'll lilt' (/Ill/II \/1 I/tOIll.l ,"1<'111/" 10 n/llllllll'

I'rogr"l11 11111'1/11,1 A plllg'oIl1l u'UOtlly illlnl' dilleJrllt gllllll" III "llklLlIl
ways alld 10 d11lC'l'1I1 "q!Il'c' An illlilIY~I' ,houl" Ilklllll) Ih"e gloup' all.l
coiled inlollllallllll \111 h.,v. Ih,' ('JIIl'lolnl \\ ill ,llkel Ih\'11i hll "\.l1l1l'k, Ihl

ubo huvc lI~gall\'c lUIlSCqU<:lIl<:~. bll.h plugl.1I11 .11I<:lll.llIlC ~h,ltlld h<: c\
amillcd to a~~e~~ po~"hlc Slde-elfeLh, holh hCI1e1iLial .lIld hallillul I:xphl'll
clln~idcrallOIl III' I1cgativc LOI1'Cqll~I1LC' will hdp pili the OVI'I,III \\lIl1h 01 .1
plOglillll 11110 plOpcr p<:r'pcl'IIVC alld help 1:'0\'l'lnIlICllh de~i!!11 I'llIgl.llIl~ Ih.lt
Icducc ncgalive con,cqul'lIl'<:'.

____ I--..--._-----

I. To what degree docs the service meet its inlended pUlposes,
such as improving hl:allh, reducing crime, or in.:reasing empluymcnt'!

2. To whal degree does Ihe program have unintcnded adverse or
benelicial impacls'! For example, does a new induslry increa,c wulcr
and air pollution or cause !nconvenience Itl cili/.cns'!

3, Is thc quantity of Ihe servicc provldcd sufficicnl 10 IIIccl thc
needs and desires of citizens'! Whal perccnt of the cligiblc "nccdy"
population is actually scrved'!

4. How fast does the program respond to rcquests for SCI vice'!

5. Do goyel'llmCnl cmployees treat citizens who usc Ihe S1.:rvkc
wi',h courtc:.y and dignity'!

6, How accessible is Ihc ~ervice III users'!

7. Do ciliLcns who usc Ih,: servicc, ur who lIIight usc .hc 'CI\'llC,
view it as satislactory?

8. How much does the program cos!"

~

~
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Exhibit 10. ILLUSTRATION OF OBJECTIVES AND
EVALUATION CRITERIA: NASHVILI.E
NEGLECTED AND DEPENDENT CIIILDREN
PROGRAM ANALYSIS·

Vbjt'..tn·t'~

A, Reduce Ihc number of ncglc:ch:d and dcpendelll (N-D) pelilillll~ "lcd alld
Ihe number of children subjecled 10 Ihe ~y~tem by ~crcclling uullhu\c ,a,e,
in which a pelitioll is nol jU~lilled,

8, Kccp Ihe child in his or hcr home or in II family environmenl whclI pu~,ihlc
unlil a Ihorough Mudy can bc conduclcd and Ihc dbpo,ilion of Ihc t:a,c j,
dccidcd, Seck 10 avoid inslilulional placcmcnt>.

C. Keep Ihe child in his or her home or an approprialc environmclIl "hclI
longer-IeI'm care is rClJuin:d.

D. Place ull children in II slable environmcnl 10 which lhey can adJIIM. whcrc
Ihey will nOl become ncglecled agam. and whclc Ihcy will nol hcwmc
dclinquent.

E, Operalc Ihe syslem efficienlly '0 as 10 minimil.c lhc cuSls of iIChi"vill!! illlof IIlc prct:cding objct:livc" or 10 at:hicvc lhc,c uhjcdlvcs lUI IhL' IUlg",1
number of t:hildrcn whclI rc~oun;cs alc con,lraincd.

Meu~urelllelli erikri"

Ob}eclil'e A

I. Number of N-D pclilions filed,
2. Number of diffcrenl childrcn ndlllcd till N·() pclilion~.

3. Number of ca,es screened whclC a pclilion wus nul filcd,

Objel'li"e 0

I. Number and pcrt:cnl of child,cn hpl inlhcir own hOlllc ulllil Juvcllllc CUIlII
hcaring. afh~1 which thcy rcmalll in IIIl~ir hUlllc.

Exhihil 10, (COIIIJllllnIJ

, NlImho.:r ,11I.1 PCIL'o.:lI1 til dllhllL'1I aVlIlIllIIg ill~llllllh'II"h/.111I11I ho.:L',IlI'C III
CIIIL'I !!L'IICY L.II cl"h I',

J. Nlllllhcl i111l1 pCILcli1 III dllhhcli i1\IIIIIIIII: 11I,1111111011.11".'111111 ho.:L,llI'o.: til
pl.ll'o.:llICIII ill ,'lIIo.:ll!"IIlY 111,1,'1 hllllil"

-I. NUIUhL'1 ,tutl JJlh.\."1I1 til llllldh II Ll\UldIUl! 11I ... IIIUlhHI"Ir/,I(llIli hl.l.IlI"l~ ,.1
IIIIIIICIII.I~o.:l'

ObJ'" Ii",' C

l. NlIlllh.:, .11111 PCllClI' .,1 ,11\1""111111I\ hy IhL' JII\o.:llIl.: l'1I1I1I 110.11 ,II" '011'111
ch:,IIt. ho.: L!,,"d, ,!IIL,III1I1.II>I,' 01 h.ld;" d<:lo.:lIlIllIo.:.1 1» ","IL'''lllI"lol'llIlIlli

"
Obj..../I1·(· IJ

l. Nlllllh.:l allli "0.:1\'0.:111 01 dlll.llL'1I ,\lomL' a"lll\IIII':1I1 III "laLL'lIk'llI I, 1lI.I(;o.:d
hI ho.:, ,.11I,1.ILlIU). '!"L'\IIIIII.lhlc; 1II",III,ladlll),

,!, NlIlllhcr alld ", 1,'<'1,1 "I ,llIhll<:11 11I1I\"d lhUII "II' ,,1.Il,'III"1I1 h' .11I.,lho.:l,'-, NUlI_hel ,IIU' Ih.."Ill..UIIII llllldll:1I \dlll ,Il \\.1,,1' ~kllll'llh.lh. \ h,\llld ...

Ob),·./II"· I,'

Ttllill t:ll\1 III 'y,lcnl.

2, Co,t llel dllll! 1m c.,Lh ly['L' .,1 tlL'allll':1I1

~tllll\,C' :\,'.I)lIl'\1 IhJlII ~1.11 \ III I( Bu'll ,lIul I lilli' II 1\1.111 (I,}""", ,." 111I1" ,'I ",~
,h,' ("411" ,,' NI &:"" 'f,f ,11I.1 /J, /'1 11./. III ( '/"Id, f" (\\'.I\llIlIgh III I J ( I Ill" l I h.11I
1","lule. I\I.u,h "JIll

a 'iL:'l': .ll'l'uHlu.. A·I hll .1 'oIllIIlIlJI) "I Ilh: J'llIgl.lIl1 .111,.1\\1"\ III \\hl~h 1!I\. .... l. \\lh.'

ctlll ..... dCh:d

awr:tge aime 1..1l' "1 UIIl'IIlI'IO)IlICIlI l'i1tc fill' a illli\lhdlll(lm.,,"~ IhnCIl'IIt'C~
alUtllI!! \lIht;llIlIl'" III a 1'01'111,111'111. I hc Illlhl\\lIIl!- P"IIII~ ~11I11I1" he lllll'ldel'-"

• Eadl pWglal1i will hc dllelled IllWilld ,Ollie !!IOllP' Ih.ll .lle 11I1<'1/.1.''/
uCllci iClallc~ (ChCllh) 01 the ~CI vicc,

• The PJtl!!I.1I11 Iliay Ilavc ~tlllie IIl1p"cl tlU (llhel !!lIlllP~ Ihill ,IIC 11"(
iUlcllllcd hl'IIc1ll'I,IIIC~ hut i1IC 11I1IlClhdc\\ alkLll'd IWIll·'ll'l.dl\, III 1,,"1i ,illlcliially I!y lhc I"I'~"IIII

BEStT AVAILABLE COpy
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Exhibil II. ILLUSTRATION OF OBJECTIVES AND~
EVALUATION CRITERIA: FORT WORTII
TAKE-1I0ME PATROL CAR PROGRAM
ANALYSIS·

Objt:L'til'es

To reduce Ihe amcunl of crime, particularly sln:el crime; 10 prevellt
aUlomobile acddents and personal injuries and deaths re~ulling 1111111

Ihem; to improve citilen feelings of security; 10 improve Ihc pUhltl'
image of Ihe police; to improvc police murale; and to opcrate the plan
as cfficienlly as pos~ible 10 minimile Ihe co~1 of achieving Ihc plceeJlllg
objectives.

Me/u/lrelJlellt Criteria

I. Number and rale of crimcs of various IYJles-espcdll~ly Ihosc
putentia:ly lIelerrable by. Ihe Jllc~cncc of a police Cllr iu Ihe
vidnily. such as aulo then, f\lpberic~, and ~lrcd a~dJcl\I~.

2, Cdme clearance rates.
J, Number of Irame lIccidenls, injuries, aull falalilies.
4, Index uf cilizen feeling of secudly, ~uch a~ pen.:cnl of dlilCIl:>

feeling safe walking in the strcds al night.
5, Jndex of police-community rclalions, ~uch as cilizen ralinl::~ uf

police n:spllnl>ivencss, fairness, ami courtesy,
6, Indcx of pulice morale, basell on ~Ulvey,

7, 'Program cOl>ls,

Suurc~: Adaplcd h"m Donald M. fi~k, Ttlt' t"Jim"'l'"t", I'f/ti,t' ft.·.·,I·/,,"
(Wa~hillglulI, D.C.: Thc Urban 11I.li1UIC, Od"bcl 1')111)

a IS,'c appcndlx A·2 lUI a ~UIIIIIIMY ", Ihc I"ugldln ,.lIaly~1' III Which ,hc'. \\CIC

cUII'lllcrcd.

• The cilizens of a communily or slalc Ctlnsidel'cd as a Whllll: 11111:11
comprise a catcgory thaI l>hould be cllplicilly idclllified.

• In somc cases,jwllre clienls (l>uch as those whu will becomc cllglhle,
who will move inlo Ihc cilY or Siale, or pl:rhaps be burn Ihl:lI~ I nlilY
be impurtanl groups lu cunsiller explicilly if lheir jntcresl~ dlC 111....1)'
10 be affcclcd by the program.

• E~ell ilitCllI,l1 adlllllli~ltallve ~lII'P'lll al;lt\ll1c~ hll,lI .I~ hulldllll:\ 1I1,lill
Il:lIanl;C, lhJla IlIlJCC~~illg, vchich: mailltenallce, .lIId pI: I Slllllld) havc
c1il:lIls \Vhu~c nl:l:ds ~hulllJ hc clllIsilkrcd. '1 he di<:lIh 111111l:~c ~lIpp"ll

al'livilil:~ a'c gllVCllIlIIl:lI1 pel~lIl1lld ~cll'l'd hy thll~<: ;lcll\III<:~.

A list of Iypkal dwraclci islic~ 1111 c1a~sirying c1i<:111 gftHIP~ I~ IHI:~"Il":d

ill cxhihll 12. Each (llllgfillli 1\ 111..e1y III hI: dilCCI<:d IlIwal\l ~llllle 1I1l1<ju<: ,IIl'1I1
glOlIp or g'lJU"~. Ellallll'll:s III glOlIl'S thai alc lil..dy III he ;iIlcd<:d h) ~Pl:-

ciali/cd plllgnllll~ alC I\fCSCII\l:d ill \hihll 1.1-
Allilly:tls shollhi l1y 10 .... ~llIl\al III .... illlpact III a (lloglalH 1111 ,hlklCIII

c1i .... 111 glllllps accIIldillg III c.lch III Ih<: I'Vallhllill1l IIlt<:II.1 ,II ka~1 IlllhC
ullclla lou whidllhc IIl1pad ~C<:III~ lil..dy hI dlll,'1 \lglllllc,lIlll)' alllllllL' clll'llI

glollp~.

7. A/H·Il,,·.1 il/dllel.. "tll/l/l ('fll/.I 1/.1 IJIII' n 1I.·//tllI .... I'lllglitlll cllsh ~hllllid

hc I:slilllalcd Illr cach allcllI.llivc. 1:~III1Willlg cll:.l i~ dl~cu:t:.cd III Ch;l(lll'r-l

;';UUITl'S I'm' IlIclllif~ ill~ I(dl'\ aliI OlJjl'l'lh es. Critl'l'ia. anrl ('1il'1I1

t;nHll's

II b ralc III lilld plllglalli IIhjecll\·.... \. Clltclla, ,11111 .. h"111 glllllp:t 1I"'Itly
dc~clihcd alld p;I,·l..agcd. ,.\ ',lIid) III ~llllICC' IIwy !'11I1'lde 11111"111,1111 dllc~

III IhclIl:

• 1.,·gi~lalivc ~I,llclll<'lIh. \lIl h i1~ ll.dillilll<'I". law~ ," 1"",11111<111' ~Illll':·

lilllC~ lh~<,u,:. ohlectivc~. "'hl:~c OIl': IlIllk hl..c1y hI Ill' avall,lhk /.11 ,I.tlc alld
Icd.:r"lIy llligillalni plllg,alll:t Ihall 101/ 11I"i1IIlIl"~

• SI<lICIIlCIII:t lIH1dc hy kgl~I"h'I~, clIlI.':1I gllllllh, III illdl\'ldll,i1 ,1111':11'
al pllhhl hl'alillg:t ,h~ClI\~llIg Ih,' plliglaill IIhl} 1IIlII,all' IlhIC"I\':~ .( he~,· 111,1)
have h<'clI I<'pllll.:d ill ple~~ a«lluul:.

• "llIgtalll P"I~lIl1l1d \\111 \,lh'lI hI' .1\\ all' ,,1111.111) 1111':11,1<-.1 III 1IIIIIIIL'IIIkd
illlpal"~ lh"l IICl:d hI h.: ,'ollslllL',<,d .1\ \Vcll .IS III 11Ilplllallllll !l1"lIP~ Ih,ll ,Ill.'

lil..c1y III he ill/.:.:t.:d.

• (illVCIIIIIICIlI C)(,"UII\<:~ ~llllll'liIllC:t ':\llIL:s:t 11IIIgl<II11 \lhl':<1I1'<:~ ,111.1
illlclldcd hClldil'I;1I i,'~ ill ~t"lcIlICIII\ 10 Ih.: kgl~I,lllIlC, Ihc' PI':~~, ,111.1 Ih,'
puhlil', alld ill iul':IIHlI .:)(':,'IIII\,': Colllll\lllll,'allllll~

• COI\l:':I'IIS l'xllll':t~cd hy diCIII\ 01 .hc sClvi,'c, p':lhap, 11111,1111,'.1 II)' all
exalllillalilllllll gtlV<:llllllCIII l'IlIlIpl"1II1 ICl',llds "I hy illl':I\'IC\\'~. 111.1) Id':l1l1l~

~':I "in: 1I11ahlic~ III' 11111111/ lalll',' III Ih"l1l
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Exhihit 12. TYPICAL CLIENT GROUP CLASSIFICATION
CHARACTERISTICS

[111.\/1' 1:'/1:/11('111.1 I~" "Il'.l:/(I/I/ . II/.dr.\/I

blllhil IJ. II.LUSTRATION OJ' CI II:N I (il{(J111'
l'IIARACTI:RISTICS 01· SI'I.C1 \1 1/1.1>
SI]{VI('I: l'I{(){iRMdS

,Il}

I. Rcsidcnce location-diellls groupcd by lu.:ighborhollll. ~cr·

vice area, precinct. etc,. for local govcl'llmcnts or by county.
region. planning district. etc,. for ~tates"

2. Scx

3. Age groups. ~uch as youth and thc c1dcl1)

4. Family inl:On1t:

5. Racial and ethnic groups

6. Problem or handicap groups-for example, individuab \I, 1111
ak-ohul prublems or physical disabililic~

7. Education level

8. lIomeowncrship and type of dwelling

9. Employmcnl status

10. Family size

II. Usage of particular facilities-fur di~tingui~hing among cili
zens wilh varying degrees of UllC 01 Ihe ~crvice (indudJIIg
nonusers).

a. III BI.lthlillll 1<) rclicculIll rc~i"cllual IllcaUIIII ".rclll)'. Ihi~ u,lcll"ry "",y IIC "
rca~llllablc prllxy '"r ulhcr ~lId'lCcunlllllic lhal.I.leu,lic>

1')1'': III S':lvin:

Ih,l".h.•t1hHl

1)III~' "I"h':
1"',11111,'111

1l,lIh l"lIl;1l1lll1

:-'111 .. 1 \\,,,11.'

u,lIn 111111

(,h,'111 (;111111" I.I~.:I)' III II.: III ~1',·cl.III{':"'\,III"· 1111

1'11I~I,1I11 AII.II)"I'

111.11\1.111.," III dllkh:1I11l\1~I,hl"lIl1l1d, III I,~IIIII'

S,:X 1110,1,:> ,lIId klll.lk, 1111"1 11.1\,' dllkl,'111

Icu,·,.11I1I1 1II1l'1,',h

,\~.: -III.: \':1) )IIIIII;! .lIhl .:1.1,,11) 1..,\" '11<:lI,,1 IIC"'"

111.111 hhl.,I, \\ Ilh h.llhll, ,II"

11Il11\1dll,'" \\ IIhlllll ."ll:" hi .'11 .'l1ll1ll1l1hlk
1.IIW-IIICIIIIII: l.lll1lh,·, '

lhL:I> III 'l',:clll' I~I'':' III 1'·,I.:allllll k;! . l!'oIl.
1L:lll1i,. III 11I~lIlf I ....

IlIlh\ 1,llIal, \, 1111 ,1I11','IL:1I1 kll.'!lh, .lIhllyl"·' III

,1I1dK1I11II
Ihllch,,"Ul ,l!!\.", ~I,."~. IIH.."tJllh: d,h~. \111,1...·1,11 gluup'
I all II 11<:, ,II ,,,ldKh .11 1'1I1L:llli.II .,,!.lId'

('111"11'." a \\I,uk. ".III1,·III.lIly ." l'"kllll.,1 \'Idllll'

ul I.hll,l! 1.:1.11,'.1 LIIIIIl'

hllill hhla" III ,hi kl,'111 1IL:1,l!III .. lIl .... '," III 1,',l!IIIII'
IlIlh\'ldll,I" \\111,,"11 ,II',.:" III all ,llIhlll .. ,llIk I.: ,l! .•

Ih,' h'l) ~u'lIlf. II,,' ddLlIl. h"lh,'\\II':' "'11
\\llhullt till .llthHlhlhlll. "U IIltl\': \\1.11 l.,lItlhH ,llhJld

III dlllllli \\,1111 h' dll\'<:1
111.111'11111 ••1, \\llh phy,I,.II h.'lhll,.II"

I ,.\\ Jlll,Jllll' 1,IIUllll'\

IlIdl\'ldll,,1> \1'1111 1I;lIhll.,1 \\1Ii1.III~ hlllll\

111.111,,111.," III .hl"'I,·1I1 Ih 1,-lIhlll,","I>
l'I\I",ly ,lIhl ph) '1l'.III) 1"" ..11"'1'1" .I 11,.111 ,.111.11, \\ I...

III.,) Il"qlllh: ,pl'(IIlll'ulk\.ll1 l l1 "'\.I\Itt.....

.... 11I,.1,· \, 1I1l1111pk 1I1111'1I1l! 11I111 ,11'111111,'1'

f{"I,kllll,,1 \ ,. LIIIIIIIII·I'I.II ,1I,lullI,'I\

1~lIIld \'\ ulh.1I1 l..U ... IOIIll"I"l.

~

t'

• Program evaluations and analy~es cumlucled by other guvefllllll:nls
(including the federal government). academic or research in~lilutionl-. and
professional associations. will have idel1lified ubjcclivcll. crileda. and l hcnl
groups.

Exhibit 14 ronlains a set of questions thaI might be al-ked hy program
analy!>ls to help idel1lify objectivcs. evaluation clilcJia. anJ upprupriull' PIO

gram c1it.:nt~.

Sl'It'l·tilig the Filial Sel uf Ell'ccth CIlC~~ I\le;I~lIn'~

Anal} ,(\ whlllulhlll Ihl' pICI'IUll,l)' dl~lll~'I.'d ~ICp' 1\111 pillb.lhly dCI'l:lllp

.111 C\Il'lhivl' 1i\lul IIIl',"lIll:' ul l'IkLlIVL:lIl''', '1 hL' L\lllIplde 'hi III") h;lle hI

he lIilllowCJ III OJ Iclc",IIJl alld 1Ililllagcahic nlllllhl'1 \II Ihill dal,1 l'l111l'l1l0l1 "

IIl,t ol'crwhelming. SUIIIC lIUClia 1111 \L"lCl'lillg alln,1I \l'l ,Ill' \hl1\\11111 c\llIhu I)
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Exhibit 14. QUESTIONS TO HELP IDENTIFY
OBJECTIVES, EVALUATION CRITERIA,
AND CLIENT GROUPS

Exhihit 15. CRITERIA FOR SEI.ECTING FINAl.
SET OF t\IEASURI~S

\''''''''11'

1'/lIe /Il"/11'\ \

1>1lC~ Ihc 1Il"JlIlfC PhlVldl' II I"I III alld III1PllJt.IIlIIIlI<lIlIl.III1111 <ll1lh,' Plll!!I.11Il
Ih.11 jllllillC\ II .., dillilllllle\ III 1I II k-L1 III!! , .1I... IYIlIlt! III pIC'L1II1I1t! Ih,' d.II.I'

I>"l'~ Ihc illl'lllllhllillll 1"lIllded hy Ihe IIlC.I\,"e dllpht'all' '" 11\ ed,lp wllh
inllllllldllllll plm Ided h~' .llIlIlhel IIICd~UIC!

'-.\1 t III(/t'

/IIII"'/,/WIII'

Dllel Ihe lIIeU\lIIe ;nldle\~ the a'peci lit cllllc,'rll! ('.111 ,h.llIgC\ 111 Ihc \ JIIIC

"I' Ihc IllC.I\Ule he de.llly il1lt'lJ"cled a, dc\irahlc III 1I11l1e,".lhlc'! " Ihcle 01
\'"ll1d, IlIgl" ••1h.I\I~ 1111 helle\ Ill!! 11"'1 lhc PIIIgl.1I11 ',Ill hJ\'e .111 1I111>.1L1 111I Ihc
Ull',t\lIh.'"

I. What are the purposes of the program'! Why wa!> il (or ~hould

it be) adopted'!

2. What is to be changed by the prugmm, in both Ihe immcdiale
future and the long run'! How would the prugram manager know if the
program was working or not working'! What would be aCl:eplcd U~

evidence of success?

3. Who arc the targets of the progralll'! Is Ihe COIIIIIIUllily U~ 11

whole likely to be affel:ted either directly Of indllcl:lly'! Whll ebc IIl1ghl
be alfecled by the progtam'!

4. What are possible side effects, bOlh immediate and 10Ilg-l'un'!

5. What would be the likely conse4uences if the new program
were introduced or if an existing program were discontinued"! What
would be the reaction of citilen!> in the comOlullily'! Who wllllid wm
plain'! Why would they cOlllplalll'! Who wlluld hc glad'! Why'!

Search for Alternalives

Ale IIl..cly d.II., '1III1ll'~ IIIIIICll'lIll)' IcI ..,hle til .lIe thcll' h'.I\e" eA.'g!!,'1

ali"",, IIIIII"i'"1\, III t'lIl1l' Ih.1I .Ill' hl..c1)' hi III.II..C Ihe IIC.I'"IC illdl'llIl.llc .1I
Illblc.ldlllg'!

Central 10 every useful program analysis is the dcvclopllu:nt 01 an ap
propriate set of alternatives that might achieve the progrmn objective!>. 'I he
following soun:es often help idenlif) program alternalive!>:

1'11".-111I,,\\

Call 11011.1 he t'lIlleClcd ,,/I" """I, :",/11I lillie Jill Ihe deCl'>III11'!

/"",Ie I .'/h/ ( '/1'1/'''''111/,,11/,

I. If the analysis has been initiated by specific proposals by government
officials, these oflicials Illay abo identify alternatives Ihey wbh l:on~iJcreJ,

2. Program personnel onen have specific itlcas on altcillalivc~ a~ wcll
as a thorough knowkdge of what agcncics in IIlhel' govel'lllllellt~ arc llyillg,

3. Individuals and groups out!>ide the goverllment, including ritilell~,

community organizalions, public illieresl associallons, and Ihe IlC\\ \ lIledia
will often make proposab.

4. Approaches of other governments to the sallie problem ~h"lIld he
explored, Itleas being tried by other!> can often be idellltlieclthwlIgh pl"Ic~-

AIC Ihl'lc tlllltCIII\ h'l P"\'.II'~ III clllllldl'lIlI •• III) Ih.11 ,,,,"ld piC' CIII .111011)"1'

ImllllllJlallllllg ,hc 1"'I"ICd IlIh'IIlI••III1I1!

( 1',/, "I /J",., ('.,ff,', II••"

(',III Ihe IC'"l1lce 1111''''1 IC'!"l1elllcllh 1111 d.II.,IIIIII',11I1I1 h,' 1I1l'I'

("'11I1'11''''/11'\ \

I>IIC\ Ihc 1111.11 \ct III IIIC.I\IIII'\ t'II"CI Ihc 11I,11"1 IlIlIll'III"
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sionalll\e~tings, juurnab, govl:l'lIIl1\:nl pl'Olcssillllal illh:ll:st gItlUP~, alltl wOld
of mouth,

For any given set of objectives a large nUlllher of wncclvable allcrnallves
(or variations) can be prupusetl, As a pradkalmallel, illS nccessar) to rcsllll.'l

10. Hard, knowledgeable, and carclullhinJ"ing about a problcm i, ollL'lI
a neglected SOUlce of worthwhik alternatives,

5, Different sizes of the same alternative, such as expanslolls or l'On
tractions of an existing program, often need tu l he (,'unsideretl.

6, Combinalions of individual allernative~, lIIay he defined a' IIL'W al
temati ves,

·11

.J "u"l'Iul dl\dh"lIUIl tIl \\,1\'1 hi 'LU:L'U all ...'III.III\\." I' 11I1.'lnhd III \VI,n.l" II'Jt-i-l1
5 S«( Ihllill .,1 . ".,IlI"I\ \I1,,1I11~ III,' 1'"I',hl "I '''h""I',,IIl} ,\11,,1),,'\

"ypc I. I',Cst:llt progl am t::\lcudl.'d at s.lnlt: lcvcl III' cI 1'.111:
'I ypc 2, I'I,:sCIII pll.glilllll:>dL'lIlkd IHII ;11 .1 lhllt:lcnl Il'\d III c11lHI.

'I')po: .l, lJlh':l Vall.l\ltlnS of lhe PICS':lIt I'lllgl.lIl1,
'1') pc -.I. Ncw plogl.UII~ wilh Iratlilluual L't,ul:.:ph: aud
T} pc 5. Ncw PIO~I allis II Ilh new CtJIlLl:Pls

I. Maiulain the sl;IIII~ t1"11 nyp.: I),
2. Ino:r.:asc thc llumh..... 01 alllhulallces atlh.: Ji~II'ILI's hllsllilallTyp.: 2);
.\, Redlslllhuic the cxi~lIlig amhulilnce, ill lh.: dl,1I il'l: 1,IL'ate SIlIllC '1Il1-

hlliallces .It ~aldl il.: gill ago IT} pc ,H, allol
-.I, IIILlcase alltl Icdlsllihulc: illllbulolIlL':' la '"l1lhmaIIUII 01 I) po:s 2 .11101

.1),

1\ plogram ;lIIaIY'I' untiL! ~luL!y allt:lllall\'cs 1111111 ;1 1I11111hcI III IhL"l.'
Lill.:gollcs, All t:IIIL'lgcIIC)' alllhlll,II1LC silldy 11I"l'uS"d lUlU .oIl,'III,III\L'S ullhlL'L'

dillt:lClI1 I)'P':~:'

/lII,de 1:'/1'/111'///\ II"/',,'gllll/l AI/II/nil

Ihl: lIumh.:.- of :11l.:rnali\'e~ 10 Ill' .lIIal)'/<:tI, ' i\hhl .111,(1) ~C~ cUII',dCI 11<1 111<11':
tlmn live or ~ix allcillative~, All alialysl \lill hav.: to IIIi1kc slllll': c;lIly lu,lg
1II':1I1s, p':l haps SUppOl tL'tI \\'llh pI dilllillill y, mllll IIwl all.tly'ls ,11I.1 gllltl,lIll'':
fltlill Ikcisioll IIWJ"t:IS, to It:tlUL'l: a lalgc hSI 10 il I':ilsollolhk- sll':

S'lllldilll':S Ih.: plogl.11I1 linally sdcLlnl hy govI'IIIIIII'III11IIlL'I.a1s Illl 1111

plemL'lIlation will //11/ ht: allllJllg lit.:' allcllI.IIIITS l'xl'hLllly n.III1I1I,·d ill Ihc
alia lysIs hut a vasialioll 01 0111.' 01 11I111': 01 Ih':lI1. I It" 1II,Iy hI.' il Il.'SIIIl III

plllillo:all'Olllprolllis.:. 01 hecausc Ihc allaly,is I\~dl suggt:sh Ih.11 a III.'II' val
ialillll hc gellt:ralctl, 01 it lIIi1y Ol'elll hCL',IIISC lltl.' IIl1li.t! .llIelll.lllves ;lIe IIll

101lger ilppropl'lale .
• \ 1 III//ltll/: Ikci~ion lIIaJ".:r~ SOlllclilllt:S have plecolIl'L'ivcd Idc.IS ahlllll

whid. ;I!lclnalivc I~ prdclahlo:, Olher allclllallvc~ IllIgltl IhL'1I ht: ulklcLi thaI
;IIC IIIclely "sop~" hI allal)'sls- - 1I11ll1al'liL'al JIlt:1I1illl\'C~ tll 1111111'1 v.ui;l\hllIS
\llihe pldclTcd OIIC, hu lII.:alllllglul ;lIlillpis. h'I\\C\'\:I, ollly allcllI.I\I\CS Ihill
art: \",Iid oplions, thai ;Io:lually addl':ss Ihc pltlhlclll undcl ~lUdy autll.:prl.'SCnl
a rang.: of pllssihle actiulI'_ shlluld he indudt:d. ~

'I he dcgl.:e III which .1 sci 01 altcln;l'li\,,:, IIIdlldcs dCpalllll':S It mil L'xislillg
plugl,UIlS will signilicalllly ;I IIco:l the lask ,,/ c~llInalillg the ;llIclllalive~' cllsh
;Il1d en,:clivcnc~s, To provide a plchminary hasi~ 1111 disl"us~in~ Ihc pwhlcms
of. and applo;lchcs til, maklllg cslllllalcs 01 l\l~" and c1ko:ll\L'n.:ss. \\l' La

tcgol i/~ illlelllilti\'cs mill IiH' Iyp.:s:
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." During the analysis, new variations or new idcas lIIay he suggcstcd
to alleviatc the apparcnt weaknesses of basic: alh:rnalivcs thai .IIC tUllml.
Modifications in an alternative l1~ay be made 1!J hedge againsl Illese we;ll\
nesses, For example, if conslruetion uf a /It'll' I'~cility seems risky, all ;llIcr
native might be renting facilities until kl') t1ncl~r1ainties have been leduccd
or eliminated. Or, a program may be adopted tJII a trial hasis; the dcL'isioll
on' whether to adopt the full-scale program t:an be lIIade when hCller inltll'-
matiun i~ oblained, '

8. II might be uscfulto hold "brainstormi~lg" sessions wh'~le alwlysis
and age,lIC}' personnel and perhaps others tl'Y to generate ideas. The plrpu~c

of such .sessions would be to encourage imagin;uil~e, innovative, evc:ll'ildh:aily
new options.

An old story, and one we callnot vout:h li)~', l:tmcerns a lish pruccssing
plani. It brought in live fish and kept thcm that way unlil needed. To leducc
costs it wunled to reduce storage space but fuund Ihat when thc fish \\Cle
packeJ tightly, they became inactive alld liJOd qavor sufferetl. M'III)' shap.:~

and sizes of tanks were tried to gl:t active movemcnt uf the lish wuhoul
:equiring large amoun's of storage capacity. Th~: ililernalive finally hit upon
WiiS to put a sl:lall sand shark in the tank. It wor~ed wunders, It J...epl thc fish
quite :Iel'ive in a ~mall area with unly a small lo~s in fish.

9. Pilut tesls of a new upproach, rather thall lull-s!:ale implclllenl;IIIiIII,
may be appropriate in some situations, ThiS option is desirahle \I hcn Ullc'':I
taintics about the workability and pcrformalH:e or a new appmadl iliC lIIajol,
and when suo:h a trial is feasible. Generally pilolS arc scaled-L111\', II V':I sions
of an approadl. for example, the new appwm:1it might be intrllLlun:t1 101 a
trial year in one part of the community, while using the exi~tillg appruadl
elsewhere. '

.' ~
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While Ihere i~ 1101 alway~ a dear lIi~lilldioll belwccn Ihe~c five IY"l:~,

we will briel1y examine each, especially in IeI'm!> of Ihe problem illvolvcd in
eSlimaling co!>ls and effecliveness,

Tyre l. Prest!1It program eXlended ClI smile level of ejjim, The aller
nalive mosl commonly consillered in analy!>es is Ihe exisling program Wll
linued inlo Ihe fUlure wilh no significalll change, This provides a ba~elillc

againsl which olher ahemalives can Ihen be compared.
In Ihis case, eSlimaling cosls is usually slraighlforward, al leasl IiII' Ihc

ncar fulure. Many govemmenlS already projeci co~ls of cUITcnl plllgrallls for
al lea~1 one year as part of budgel preparalion; sume slale guvernnu:nls wilh
biennial bullgels make Iwo-year projeclions. Where program ensl projcclions
do nor exbl, il is usually possible 10 eslimale Ihem Wilhoul grcal uillkuhy,
SliII, quanlilalive eSlilllales shuulu be made of Ihe effecls of such fachlls liS

fUlure inl1alion, pay raises. changes in wUlkloaus Ill' cascloaus, ami Icplacc
menl uf equipment or facilities Ihal mighl aller cosls.

While cost of an cxisting program may be easy to assess, eSlirlHlling ils
effecliveness is likely 10 be difficult Few programs in slale or local goveln
menl have been Ihe subject of recenl program evaluation thai mighl serve as
an auequale basis for fUlure projeclions of effecliveness. l3ul Wilh exi~ting

programs, al leasl crude assessmenls of pasl pcrformance l'an ollen Pill\' idc
a basis for eslimales of fulure pcrformance. Whi Ie cSlimah:s of Iulul c WOI I,. load
(caseluad) or program dcmand are ncelled, Ihey can onen be ba~cu on IHlst
service experience.

Some eXlernal faclors may change a program's effectiveness inlhe fUlurc
and should be considered. For example. Ihe closing of local inuu~trial plan I:.

may change the fUlure effccliveness of existing empluyment programs. Evcn
Ihe analysis of cunlinuing an exisling program is likely 10 invulve 1lI00C than
projecling currenl cosls and effecliveness ill a slraighl line 011 Ihe basi:-. of
pa~t experience.

Fur example, in Ihe Fort Worth lake-hume pulice car analysis, Ihc new
proposal was cumpared 10 Ihe exisling pulicc car arrangemenl. Cosls 101 thc
exisling arrangellleni were projecled six years iUlu Ihe fUlure, a fairly silllpic
lask since Ihere were no planned incre:ases in Ihe size uf Ihe force, numbcr
of palrol ufficers, number of pulice cars, or lime on palrol. I3UI II was nol
so easy 10 estilllale what fUlure effc(;livencss wuulu be, As in mos' lllhcr
jurisdictions, crime and automubile accllJcnls were incll:asing; howc\ C', Ihl'
analy:,b simply assullle:d thai Ihese inclcases wuulu mnlinue al ..clcnl ralcs,"

6. See appclll.hA A·2 anJ Fort Wurth Ite,tard. alld Uudgcl J)cl'Mlmclll, "Thc lI\C III PIII"c
Palrol ellf' by ()If.Dul)' PJllulmcn" Wurt Wlllth, TeAd', 197UI.

Typc 2. /'1",\/'11' fJlIJg/tll/l (·.IIt'/hft-If (1/ " "'/("/"/1/ h'l'd <'/ .'1/.11 I. An
option conllllonly exalllillcd i~ thc conlinualion 01 Ihc "III1C plllglalll ,"ncI:I1I
bUI wilh a higher 01 Illwcr kvel of rc,uulccs. Sumc cxampk~ wuuld hc
proposed incrc:a:.cs in Ihc numbcr of mlltori/cd IMllul Ulllh, rl:dUelionl> In thc
numhc. 01 insllllllion,11 lilciltlll'S, anlj incrcasc~ III Ihc nUlllhcl 01 Icclcalion
facililieL '/ hough sllaightlillwa,u, sudl acllOn, allcci hUlh 11I\lgramcul>1 Jnd
cI feel ivencss,

Problcms of cslilllalion 'chtled to conlilluing Ihc c\l,ling proglillll apply
clJulilly tOlhis onc, .( hClc lIrc abo addiliunalpluhlclIlS ul cstilllilling thc l'o~h

anu clkus of rcviscd plUglam J;21', 1I0w lIIUdl uucs tI cmt to ••dd 1I11l:Cn
llIorc 1'01 icc olficcr~, or kccPl'laygrounus opcnlwo addillllllal huul~ pc' d.IY.
or l"lin filly addllionall'ci sons'! Usually, Ihc~c qucsliuns cannol hc all~wc,,:d

reliahly :.illll'ly hy usmg pasl a\clagc (;osls, Addillullal h:-'IICS nlu,1 hc ad·
d,cs:.cd: Ale lIIUle lanltlic" cqU'llillclll,llr sUPC' V 1:-'111 Y IICI:-'lllllld .lhllllL'l:dcd,
alld III whal Iypc'! Wllh Ic:'P~CI III 'ulule lIl:cds 10.. -tal·III1Ie' or l:qulplilclIl,
wllllt UIIUSCU ~apacily cUllelllly CXisls, alld how IIIUdl IIhllll'Y call hl: sa\'~d

by usillg Ihis CllpU.:ily? If a plognlm alternalivc c,db 101 a cUlh,lck, 0111 a1wly:-.t
IIIl1~1 bc reali,lic allll farc lip III Ihe pcr~lIl1ial slilkillc,~ III CUlling haLl,.
rcsOUI(;l:~-l:on~iuerillg \'c~l<:d illlclcsis wlllllll allJ Ollbldc the gO\'CIIIIIICIiI
Ihal lIH1y ellcctively Ic,i,l lullHll'ks,

Silllil.1I plllhl.:llI:' clIi:.1 ill c'lilllatillg dll:c-liwlICSS, All all"'I1I.IIIVC which
calls lor alllllhl'l Iel'lcalloll.lllulIlil)' III 1I11C\\ IIIC ~talloll will havc allllllpal'l
on cllcetivclICSS, but IlJobahl)' al a diminislulIg laic l'lllllp.IICd hi ple\'I\IU~

audilion~, Therc lIIay abo hc lIIICVCIIIIC~S III "nollllllcalll)''' III dlJlIge~ III
clfcclivcllcss. FIJI' cxample, mldlJ1g a few police: 1ll,ly h.lvc vlllually 1I11 illlpall
Iln clTcl'livcllcs~. while dl.l:-.llc,dly IIl11ca:-.illg Ihc 111111111':1 III all alC.1 111.1) kJd
hI a subl>lalllial impal'l,

A rauical WI,i'1I101 this Iypc 01 llltcillalivc i:-. III dl/l/il/lIlt· Ihc pl\)!!lalll,
On ol:l'asion. a plllglalil Ilia) h,I\C olllll\'cd II~ U,c1l1hll"" 01 hc llllllpk-Il'i)
illclkl'llvc.

Typc .l. Vl/filll;lIlI.\' /IIIJlt',I!'1I1 PI/IgllllII I'f//l I'IfI/I'e.1. Till, I)'pe of altcl
native illvulves a mlllliliullioll ill thc desigll 01 Ihe cxisllllg I'logr.UII, 'hll

simply a changc in il:-. level 01 OpCIOIIIIIII" Fill' CX.lll1plc, pohl'c IIl1ghl 1l:\· ...C

IhclI plcvcntive pallol plm:cdulc,; Clllplll)'IIICIII agl:llcics IIl1ghl 1lI0dily thclI
Ilaillillg I'loglUllIs; or Ihl' :-',11111.111011 dcp.IIIII1CIII IIl1ghl challg~ IIlllIl 1I.llk,d,""
10 nil h:-.idc pick up III gal hagc.

Cll~b alld cllcclivcllc\s 1111 llll~ Iypc 01 .dlcillall\'l' Will hc IlIllle 11l1l1l'1I11
10 e~lilllalc Ihall IIlI Ihc I"C\ Illl... I)'pc" hUI cslllllalcs 1',111 l'wllIlIUL' III dl,1\I
on cXl'c,icnccs wllh Ihc l'UIICIII 11Illglalll

~
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Type 4. Nell' pragmllls wirh tnlilililJllI/l I'lIIln·p.... ('IHlIIgl'~ in l'lnrcnl
practiccs ~venluillly becOllie so glcat that they Illl l\Ingel IClnc~cllI IIICIC 1.11

iillions of an exbling program.
For example, a counly's analysis of watcr recreational 0pplIrlunities fur

children of low-income families considered Ihree alternativc:.: II) built! loix
small communily-size pools, (2) build threc Olympic-sile !1oollo, 1II11! I.l> bus
childn:n to a local bl:ach, Neither of the lallcr two alternativcs had heen
previously used by the government, but each was based un well-known dc
ments, They could be considered alternatives of this lype. 7

This type of altcrnative formulation is one relalivcly safe way luI' gov
ernments to innovate. While the rbks are largcr Ihall thme of lIlerdy vilrying
an existing program, they arc notlikcly to be major. Since Ihc plllpllloCd ba~ie

concepts often hilve already been tried somewhere, eSlimates uf Iheir cosls
and effectiveness can be based, at least in part, on past experielll:es uf olher
governments.

Type 5. New programs w(rh new cOl/cepts. This is the le;\st COIIIII\on
type of alternative. It prese'nts th~ greatest difficulties in eSlimaling CO~b iUlll
effects. The risks for a government prevent its frequcnt use. I lowe vel' , opliolls
of this type may be the best way to make major progress over Ihe long rUII,
either in reducing costs or,in increasing effeClivcne~~, New drug~ for Irealing
son.c forms of mental illness and radical new approache~ lu rehahilllilling
inJlliltes or alcolllllics would fall into lhis calegOlY. New conccpts iIle Ill"':1I
tied to new technology,' but they nced /lot be. A proposcd changc l'romlldivery
of a service to contracting the service to a private firm prohably "Iso helongs
in this category.

The costs and effects of new programs wilh new concepts arc parlicularly
difficlllt 10 estimate, simply bccaL'se they arc "/lew" and rhus hlrgdy ullle~h:d.

Wh~thcra concepl will really work at all may he unknown. MO\lllcw wnccph
take a long time II> implemcnt, refine, and Icsl. Uy Ihe tillle IIIl:y ille perlecled.
conditions may be quite different from Ihosc loday, A~ will he 1,,'led ill
chapters 4 and 5, ~echniques used 10 eMimatc the custs and c1lel'h uf IIC\\'

concepls may be quite different from tholoc tlloed to eSlimalc morc fa II II I1<11'

program alternalives. The problems wilh new concepls arc vividly pOI1IiI}'ed
by past allcmpls to introduce computer cuntrullell traffic sigllab ill ~CVCI.I!

U.S. cilics. Costs were greally undereslilllah;d. and where thl' i1Ut.'IlI.llI:d

H Sec 1I~lrty P Il.,uy c, .,1 . Prtll 1ft u/ l'n~.~'lun 1:"H,/U,,1l0l) Jill \,."" cllllil (It ""I (;01 c. ""'h·,,1t

IWJ,ltlll~llIll, Il (' . rite I II 1t.1l1 11l'lUllle. I')K I)
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sil!llals wurJ..cl•. il I~ 1101 Ilh\'illl1~ Ih;111 Ihc iIlIt'II.k,1 dkcl\ 111'11' ;ll'hil'l'l'(l.
h

SllIall pilut Ic~l~ III ~udl illlcllIill1VC~ IIIICIl 1I1.IY hc ilpp.lIp"all" ii' a \~ilY '"
ohtaill helle I' l:o~1 alld c1h:l'livcllc~~ illloflll.lllllll helolc l'IlIllllllllillg 1':~Ollrcc'

Illl lull-~l:ale prugrilllJ\.
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the time period to be considered in an analysis. and the handling of uncertainly
wht:n t:slimaung eoM and ctit:clIVeness. Chapler II discusses thrt:e major haslc
applications for ,Iale and local government program :Illalyses,

Appendix A presents ~ummaries of Ihree actual program analyses. poinl
ing OUI some of lbe probl~ms likely 10 be encountered in a "real world"
siluation. Appendix B presents an outline for an "issue paper." suggested
in chapler 2 as a means 10 begin the analysis process. Appendix C presentsa checklist for assessing a program analysis.
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PReJ("·R ,\I 'NAI. YSI~ FOR ST, rE ';liD LOC'.\L GOVER:"I\IENTS

E\llIbll 2. BASIC IITEPS IN :\ PROGR.\\I -\NAL YSIS:
\1;\ rER\.-\L .\:-JD INF.\NT C.\RE EX.-\~IPlE

I Of'IOU' rr""I"m '\ hole ,h,JuhJ ht: Jnnl" Iu n:Ju•..'1o: J hl~h 101,lnt ITInn.Jllly r..atl!
rclJII\t: j,1 fht: i1JIlOI1JI Ih':"J:!l"-lh-t1 h lM.l"Urrmg In fhl! ~UUnl~ hfhpll.d'

~ 1.1"1111" 'dt'Illll1 '1111" 111,'( Th~ pnll1Jry uhll"l'II\C~ .Ire In nllnmille OIJtl"malmlJn... llI~ JnJ 1O'.lOt nh,"JIII~ JlhJ .•hnunnJIIIIC:"I

j \'('/c'u ('IIIIIf"",1II I fll,'rI" Th~ ~rlf.:nJ ,~lccl"J \ol,c:rc: IntJ"1 mun... luy. ma'cmJImurt•• IIl .... mlJOI .lhnurmalluC',. JnJ rro~rJm ...·')\1\

4 I·p""" "',,'''' ~""'f11 D,IIi:reOI dieOl gmup, \lere mlllher, JoLl ,hllLlreo n,eOl
~rullp" l~rll."III~· t1J\~ JlllcfI:nr nl:cd~ ..Inti ..Ire 'K~T\C'd ..II Lhlkrl"m Ic\d!ll t.' .:1I ....dl\l.f1C\).
'.\Ilhllugh thl' 'luJ~ Jill 0,,1 nreJk Jll"'O ohlnJllIV JoJ Joullrn'Jllly e'lII""I~, Iw 1I1JI"r
J~m"grJphIL ~r,.up,. Ihl\ pr~!crJhly ,hl1ulLl hc.= Jllnc. ;ur ,"'I.anl'': ..I~C JnJ &:thnh.'uy fJCe1)1 Ih~ IIhuht.:'r J

~ IJ~"II'\ a/h'r"fllI1 ;'f \11I.:mJII\'C' I ~'I~nd:) IhJ: ....urrcOl rrl)~rJm lOin rhe IUlur~.\lIcnIJII\t: ~ hoi ... J prt:n.lIJI ... J(c.' .:mph.....I\. uh... luJIII~ gclun~ l!\pcl"rJnllllolh~r''1lnh)dlOlI:!I
":Jrhl!r. pru\ h.hlt!:! aUlrIllIJn ,'-'[\ 11,.,.;'\, ..:,..: \Jh:mJII\..:' hoi" J p4"'nJIJi ....Jrc .!mphJ'\'\.11111: ,IIII..'rnJIl\t:\ l!'(JII1IO..:J ·n,Hud he '~Lili ...· ptllemlJllv I)pcr.IIUHlJJ prngrJllh. FllrI.:', ..mpl~. \1It:mJII\~ ~ :nl:;hl ".11 :IJ( Ihe lornlJlllJO IJl J n~w ,..'lInu: If' ccnJln \Ile JIHJI"CJII"n, plu, J 'pecl/k 1\ Po: ,'I ,a'lIpa,go '" puhh"/~ II I

t) f.\"malt' ,"'Ii "/I't.J,h l,fll'r"«lIllt'. In E,hlbu I. .mnuJI ~O':lor.!I could have heen
'thu"," Ilir ~J,h III lh.: nc:\l :hrl."~ lu lI\e ~car.... fhey ml~hl b< pr~"fo:me=J J~ (llher ,he
J ...~(a~c Jnnu.tJ \.l)31 1)( Iht! :dlJi ~·O\( ,)\cr Ihe j'lt:ruld,

7 Dr/urn",. "/f., /".n,·" ,,, ,'II' h "1",,,,,"1" \, ,h"wo 10 Eth,hn I, ooo~ ul (h~,hr~e JllemJllv~, " hener IhJn Ihe ,'Iher, lur ,,1/ (he el JluJlI/ln 'roIen. Th" ,,,II hJPpo:o
In nUhl prugr...lin JnJ'~ \t:\, O~t:I)lon maker!!. rnu!tl nlJ~ malt: d Jud~m~nI uMng lhl!lo .lOti
,nher IOI/lrmJI",o J\J,IJnlc h) 'hem 'ih/l"'lOg Ihe e,lImJteJ ellccllvcoe" /II eJ~h Jlter.Odl,ve I/lr ~J,'h /II the Oetl ,el~rJI yeJr~ wuuld h<: de'IlJbl~ "nce the df~~lIveoe» uf
Jlllcr~m JllemJI"e, m,ghl IJI") ')\er lime.

S .p,.,.,,, !i"cI",~; E\hlbn I I. J IJhular melh,k.l ,I' JI'pIJYIO~ Ihe e.llmaled cumJoLl cffeCII\eO~" .>' JllemJII\~ pro~rams. VMIOUS grJph'c lonm a. "'ell a~ leM abn mayh<: u.eLl L'o IhlS .Imphlie<l ~tJmpl~. Ihe Jmuunl aoLl nJIUre "f Ihc uocendlOlles 10 Ihc
~Ifecllvcoe.s aoLl ~O.I eSllmJleS Jr~ 00' IOLlleJlcLl bu••hould h<: prc,eoleLl.1
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Chapter 2
Putting Program Analysis to Work:

Institu'tional Issues

Some of Ihe l11()\t \ophi\lic:lled and tt:chnically competent program .lIlal
y\t:~ .Ire unu\eJ .1I1J unu\ahlt:. rht: r~J'IIll~ ,Irt: vancd: the 1I1:lIn rinJlJIg~ ,lI·
the analY~ls may hJve val1l\ht:d III a thlCkel Ilf technical Jargun, tht: reCllm
mt:ndt:d altt:rnall\·t:~ may be pulille,llIy Inft:a\lhk. (he repun un tht: anal~ 'IS
may have c,lme wu laIC: ur tht: bureaucracy Ihal ll1u\1 u\e the findings may
he ulllnlt:rt:~tt:d ,lr rc\i\lanl. In bnd. program analY~ls CJn be ekgalll but
irrelt:vunl.

To avoid this Janger. buth the ,Illaly~t and lht: public \lfficials who Jre
10 use tht: re~uhs uf lhe analY~ls mu~t pay allt:ntilln 10 Imtilulional 1\\ue5
dcaling wllh the ways in which ~tudit:s are Illllialed. ll1anagt:d. revlt:wt:d. Jnd
used. Tht:sc is\ues range from lhe way lOpics are ~t:lecled fur study (0 Ihe
urganizati,m uf the analylic \1a1T.

Wc WIll ,lart wllh a fundamenlal issue: the role 'lf the officials \\ho
relll' 1.1 progralll analysis and who Will be pnmary u~t:rs uf its lindings. The
commenls in thiS chapter apply primanly to execulive officials. bOlh chid
execulives and department heads. bUI many shuuld also be of intereSI to
legislative officials.

Role of the Executive and StafT in Program Analysis

High ranking and key officials are the people who make decisions, They
choose among policy and program alternatives that consume scarce resources
both immedialdy and in dIe fUlUre. These decision makers have a vilal inlerest
in gelling timely. relevant. and reliable informalion on the costs and conse
quences of major decisions. This is wbat program analyses can help provide,

Of course. these officials will not have time to get involved in Ihe details
of the analylic process. But Ihey can take sleps that cOlllribule to lhe success

5
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,II pnl~rall1 anal~,i\. Thl~ 'I.:r~ ,Ir.: Ii'l.:d In ':lhlbil J and an: di,ru~\.:d h..:re.Ol"(irlah ,hIlUld:

7

ROLE OF CIIIEF EXECUTIVE
IN PROGR:\~I .\\ \L YSIS

I. Participalc J<:lIwly in the ,elc<:lJon .11" program and policy I~~U<:S
(or In;llysls.

~..\isign re~ponslbililY for the analY'ls III a unil llf lhe 'If!~ani.
zalion thaI ..:an <:onducl rhe ,Iudy obleclIvely.

J. Ensure lhal partl<:ip..ttion and coopcr~llion ..Ire obtallled (rom
relcvanl Jgenclcs,

-I. Provide adequale 'l.lif 10 meet a limely reporting schedule.
5. In~i~llhalthe objccllvc~. evaluallon mlen;l . ..:Iienl groups. and

program Jlrcrnarives con~ldcred m the analySIS Illdude tho,c 'll" pnllle
importan<:e.

6. Have a work ,<:hedule prepared Jnd periodically mOllllored.
7. Review resulls ..Ind. it' rindings seem valid. ,ee Ihal Ih<:y are

used.

Exhibil J.

zalion. /I is wise to circulale analysis results 10 inleresled agencies 10 pennil
reviews and .:ommenlS before tinal acrions ..Ire laken.

Selecting Issues for Analysis

While analylical resources are inevilably scarce, program issues are per
vasively abundanl. The usual problem is nol 10 lind issues bUl 10 ~elecllhose
lhal are moSl impOl1anl and lhal could be dan lied significamly by sysremallc
analysis. Some analyses will have 10 be done on policy problems whose
importance emerges because of sudden evenlS: lhese analyses cannol be sched
uled in advance. BUI generally. wailing for issues ro reach a boiling point
before undenaking an analysis is likely 10 prohibil in-deplh analysis. Slale
governmenls and mosl m'~dium and large local governmenls will lind il useful
10 have regular. syslemalie processes 10 idenrify issues before they "come 10
a head" and 10 selecl appropriate ones for analysis .

An inexpensive 1001 for identifying and describing polenlial lopies for
analysis is Ihe "issue" or "problem-delinilion" paper. II describes lhe major
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l'/{( I(;R 1\·\1 \.'i \1., 'lIS J-(lR ST \ fl: \ND Loe \L GO\ I.:R:-':>.IENTS
()

I. P'lru, il'llf" <11:11 ;./r III Ihe 11'[,'("/10/1 .lr!,r(}~,.all/ II/ltl polin' {HU,'.I· /ilr
,111<1/1 III'. rhl:r': 1\ lIll ,uh\lilUlc fllr ih.: p<:r\p<:l'livc \\hkh a l:hld .:\<:<:ullVC
":.1Il bnng III tht: ,.:J':I'lI1111 'If prllgram ..tnd pllli<:y IS~Ut:S .. \1 a 1I111ll1llum. thc
C'\t:cllll\C c,lI1 u,dull) ,,:r.:cn li\l'i Ill' .:andidalCS for Jmlly,is til dimillale
'lUdic~ of .."ue~ .\ hll:h :lrc consldcrC'dlo be Iri'lal 'lr pcriphcml, ;tndlll help
.:n\ure lhal pohcy ljuc,lluns of grcalC\1 conccrn are con~idered.

2. .-\H/~/1 rt'lplJ/l.IIlJllity Jill' Ihe ,mtllYJis 10 U ullit til Ihe or~alli=ati(}"
Ihat I'lliI COlldlll'! ;hl! .11/Itf!,· ubjl!ctil·dy. If a program analysis .:annlll bc un
dertakcn "ilh rca"lllah/c qbJCClil'ilY by lhc 'lpcraling agency lhal will deliver
lh..: ,.:rvi<:<:. rc'r')lI'lbi/ity ~hllUld be rla~'ed in a <:enrral staff of/ice or \\-Ilh a
l1luhi-Jg..:ncy ~Iudy tcam.

J. EI/~lIre Ihul parUnptllllJl1 tllld l'(lopl!rll/UJ1/ tlre ohwlIIl!tffrom relel'all/
<I~,·II(/I·f. Ev.:n ',Ihen thc .lnaly\i., is .I"ignt:d [() a <:cnrral unil. slal"( m<:mbers
0)( Jgcnclc\ con<:erncd ',llIh Ihe I\SUC can l:llnlrlbule ~igllllkanrly 10 rhe anal
Y\IS. Jnd their parlll::palllln \houkl be oblamcd whenever possible. Further
lll'lre. their partl<:ipallon ..:an help overcome some Ill' lhe diflicuhies as~ociared
IIlIh lmplemenring a particular allernalive. The chid' e:<eculive <:an assi~r an

Jnal) ~IS by he/pmg oblam Ihe coopemlion of Ihese agencies.

-I. PrOl'itfe adelf/III/" }/aJJ10 meet alllllelv reporting schedllle. Thc effort
'hould be slarfcd wllh enough <:Onlf>\:lenl people who are allowed ~uflidenl
time ,0 lhal lhe analysis <:an be complelcd and reviewed bet'ore a Jecision
has 10 be made. Thc ch'iet' cxcculive should discourage lhe diversion llf ~laff
\\ho JrC ltndcl1aking .lni.tly~es 10 day-lo-day "Iirelighling."

5. Insistthar the objeClives, evaluation ul/eria. client grollps. ulld pro
!?ram allemmil'es conslliered in the analysis inclllde those uf prime IlIIpor
tance. The cxeculive should review lhe sludy plan early 10 cnsure lhal il
includes lhese major faclors. IThe seleclion of objcclives, evalualion cnleria,
.:I ienr groups, and illlemali ves is discusscd in chapler ).)

6. Huve a work schedule prepared and periudically I1wnl/ore.:. This
en<ures lhal inlerim and limll slUdy Iindings are available in a limely WilY for
key decisions. 1-1 member of lhe exeeulive's slaff should be assigned respon
sibilily for moniloring the effort.

7. Review reslllls, and ~rfindings seem valid, see that they are used.
This helps ensure lhe program analysis is laken seriously wilhin lhe organi-~
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ImpfJrtance of an Issue

Feasibility ofAnalysis

4. Can Ihe problem be handled by program analysis? Does it lend itself
10 measurement? Can rellsonable eSlimales of effectiveness be made'!

9

Importalll'e of WI Issl/e

Fl'a,Hbtliry ofAnalvslS

-t. Can Ihe prublt:m be: handled by program analy,is!

5. Is [here lime lor lhe analysis 10 be done het'ore key decisions

must be made?

6. Are per~onnel ami funds available 10 do the analysis'!

7. Do sufticlent dala exisl to undertake the analySIS .•md can needed
data be gathered within the time available'!

Exhihll -t CRITEIHA FOR SELECTING ISSCES FOR
.-\:"i.\L \ SIS

I. b lhae .I decision 10 be made by the government'! Can lhe
.lnaIY'I~ ,ignilicamly influence [ho.: adoplion Ill' vanous .lltematlVes'?

2, Does lhe Issue involve large coslS or major .:onsequence:s for

se:rvice:\ !

3. "there ,ub,lami.ll room fllr improving program pt:riormance?

5. Is lhere lime for the analysis 10 be done before key decisions muSI
be made? Program analyses complete:d and reponed tI/ler officials commit
themsdves 10 a course of aClion CJn be: usdess. Studie:s should consciously
be ~cheduled 10 allow lime for tinal re:~ults and Iindings to be circulated.
reviewed. and evaluated bdore a decision. 11 is possible (0 be 100 pes~lnllStic
about timing, however. A "'ate" study now may be an early one If the same
issue or a comparable one arises again.

6. Are personnel and fllnds uvailable 10 do tire analysis? There is little
point in considering analyses thaI require technical skills thaI govemmenl per
sonnel lack and that cannot be obtained at reasonable costs. Many governments
have personnel wilh most-if not all-necessary analytical skills to undertake
a wide range of analyses. In those instances where a technical specialty such as

II,.l/IlIIlI/}/wIIHIIl'j
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fe:alUre:\ Ilf .I ~Ignificanr problt:m hke:ly 10 rClJulrl: governmenl aClIon 10 Ihe
ne:xt ,e:ve:ral monlh~ Jnd ,ugl!e~ls altemallve: aClions lhal the: gOI.:mmenl
\hould ,on'lller-but ,IOp~ ,ll\ln of lhe .l..:lu.l1 .lnal~ ,i~. :\ ,ugge,,,:-d oUlline
for .In I~,ue paper i\ prc\ented 10 .\ppe:ndix B.

The: IIJlIllWlOg 'CI'e:n ,'rlleria, ~ummanzcd in o.:,Xhibit .. , should hdp a
govo.:mmenr ,elect Issues and programs for analy~is. Cmenu I Ihrough J re:lale
to lhe Imponance: of an I~SUe:; aite:ria .. lhrough 7 relale: 10 Ihe fea'ioillly of
anaIY~ls.

I. If thae a decirion to be made by the ~ol'ernmenr? elln tire '/tral\'Jis
\·/l!f11lin/trtl.\ IIIjll1elln' ti,e at/option 01 \'ariflllJ ,/Itefl/atil'l's! In ,0111e in,lances,
key Jeclsion mak,.:r~. 'mch .IS ~overnor~. ma~ors. city managers. Jgen..:y
heads. leglslallm. 'l{ council me:mbers. may have dearly made up their 1111nJs.
Sillularly. 'trong .lnd cllmrolhng ImereS[ groups may have alreaJy mol-i1iled
bcl~lUJ ,lr puhhcly cummllleJ the:m,e!\es 10 a 'lOgic cour~e of aClIun, In ,uch
~ircumslanees. the results Ilf .lnaly~is will probably have liule inlluo.:nce nn
lhe: final .lclion. !i(Jwe\e:r. if Ihere is some \u,picion Ihat a course uf aclion
has serious defeclS oJr major hidden costs and if no deCiSion has been made.

-a chief exeCUllve: may wl~h (0 proceed wilh analY~ls.

~. Dues the issue il/I'ull'e lurIJe costs or major consequences/or jen'ices?
Issues that mvolve large outlays of resources or holJ subslanlial consequences
for Ihe fUlure levd. lJualily, or distnbutlon of public services ~hould receive
priorily for analysis. Programs Ihat are "analytically interesting" hUI unlikely
10 have subslaOlial Impact on services or budgets are usually nOI wonh\l,hill:
lopics for program analysis.

J. Is there subsianrial room for improving program performance? If a
program is of major imponance but Ihere is lillie room for improving it.
examining a program of less "importance" bUI wilh more room for improve
ment may have a higher payoff. Clues 10 the improvement needed could come
from prdimmary data indtcatlng the costs or sl:rvice quality compured 10 those
of similar Jurisdicllons. Similarly, If many problems or complainls arise about
the service, improvemenl would appear to be ne:eded.
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Imp/mance of an Issue

Ftasibility ofAnalysis

4. Call the problem he ha/ldled by program analysis? Does it lend itself
to measurement? Can reasonable estimates of effectiveness be made'!

IlIIflorr'lIIce ol (1/1 {SSIl"

I}

.f. em the problem be handled by program :lnalysis'!

5. Is Ihere lime lor the anal:-sis to be uone belore key decisions
must be made?

6..\re personnel and funds available to do Ihe :lnalysis·.'

7. Do sufllcient dara eXist to undertake Ihe analySIS. :IIld C:lll needed
data be gathered within the time available?

Ft'".wIJlIi~· 11/ Amllysls

I. Is there a decision to he made by the govemmenl'! Can Ihe
anal)'''\ \igmricantly IIllluem:e the :ldoption Ill" various allt:matives'!

~. Do.:s Ihe issue involve large COSIS or major consequences for
~ervices !

3. "Ihere \ub~lalllial room for improving progr:lrn performance'!

Exhl/ljl". CRITERIA FOR SELECTING ISSL'ES FOR
.\:\.-\LYSIS

5. Is there lime for the analysis to be dOl/e before key decisions must
be made? Program analyses completed and reported afla officials commit
themselves [0 a course of action can be useless. Studies should consciously
be scheduled to allow time for tlnal resulls and Iindings to be drculated,
reviewed. anu evaluated before a deciSIon. 11 is possible lO be too pessinmllc
about timing, however. A "late" study now may be an early one if the same
issue or a comparable one arises again.

6. Are personnel and fl/nds available 10 do lhe alllrlysis? There is lillIe
point in considering :IIlalyses that require technical skills that government per
sonnel lack :IIld Ihat cannot be oblained at reasonable costs. Many governments
have personnel wilh most-if not aU-necessary analytical skills to undertake
a wide range of :IIlalyses. In those instances where a rechnical 5~jaJlY such as

1I1JllflllilJl/llIIHlleS
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ti:alure~ ,II a ~lgntlll'anl problem likely ro requIre govanml'nl Jcrion in rhe
ne~r \ever.1! mO/lrh~ J/lJ ,ugge~t~ allem'lll\e J.:tion~ lhat rhe g,I\Cmllll'nt
\houlJ ,:u/l\lder-bur \[(lr~ \hOI1 of rhe' a~·lU.11 anal) ,b..-\ \uggl'\ICU <Iutlilll:
for In l'i\ue paper" prc\entcJ m .\p~Olli~ B.

The tolllw"'ng \l'\cn <:ntl'na, ~ummanzeJ in .:xhibll ..I. \hnuld help a
gowmmenl \deet Is~ue\ .lfiU rro~ranl\ fllr a/lill~sl~. Crilena I through J rdalC
to the Importan<:e of In Is~ue; <.:rueria oJ through 7 relatc to lhe fe:hlbllity III'
analym.

I. Is tht!r/! II dt!ci po" to be mude hy the ~OI'emmell/? CIIl/ tire L/lwl\'sis
si~/lIlicllll/ly ;//jlu('I/n':lrt! adoptio// "/l'lIrw/lS ,lltemcllil'"S! In some in'l:ln.:cs,
key Jecision makers. ',uch JS ~overnors. ma)ors. city managers. agency
hC:lu'i.legl~I:llnrs, ,Ir coun.:1! members. may have dearly maJe up lhelr /lunJs.
Similarly. \lnJng Jnd cllnlroJling Inlere~t groups may have already nlll/lilileu
behmu l.lr pubJidy comnuued rhemselvcs to a \mgle course of acrion. In such
drcumslances. the resulls of analy'ils \\ill probably have liule intluence <111
the tlnal aCllnn. Howe\er. if there is some ,uspicion that a course nl Jction
has ,erious defecrs or major hidden .:o~ts and if no decision has been maul'.

--"a chief executive may Wish to proceed with analysis.

~. Does the Issue il/l'u!l'e lurf1e costs or mlljor consequel/cesfor sen'ices?
Issues lhal involve large llutlays of resources or hold substantial consequences
lor lhe IUlure level. quality, or distribulion of public services ~hould receive
priority for analysis. Pfograms Ihal are"analytically interesting" but unlikdy
10 have subslantial impact on services or budgets are usually not worthwhile
lOpics for program analysis.

3. Is there sllbstantiul room for improving program performance? If a
program is of major importance but there is lillie room for improving it,
examining a program of less "importance" but with more room for Improve
ment may have :l higher payoff. Clues 10 the improvement needed could come
from prdiminary data Indicullng Ihe costs or service quality compared 10 those
of simIlar ju~isdicllons. Similarly, if many problems or complaillls arise about
Ihe service, improvem::nt would appear 10 be needed.
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The JmOUIII of )latf tIme a study will require )houfd be assessed III
Jdvance. ~1any Jnalys~, can he JllIle II uhlll three to Iwelve person-ll111nths,
bUI a .:ompl.:.\ 'ludy may r~qulre .:unslI.krably more etTon. possibly ,Iralnrng
a governll\~nl's :lIlal} 11':011 re,uufl:~~. rhe lillie rC4ulred lilr dala l.'Olle~lIon IS
uften diflicult 10 ':'Iimar.:. \\ih.:re JOlla are fragmenlary, spe':lal collecllOn
effons may be nec.:s~ary. Evcn wilh e.\perten..:ed analySIS. lhe time for data
colleclion sometimes becomes excessive. at Ihe expense of lime for dalaUtlll/vsis.

How many sludies mlghl a govemmenl undenakc III a given year'? This
depends in large pan on lhe reMlurces availablc to do analysis and on rhe
number of "crash" analyses Jrismg. If a govemmenl relies primarily on one
or two analysts in a .:enlral )tal'(, one ur 111'0 analyses a year may be the limit.
If studies are done atlhe agency level as well. one study a year in each majur
agency may be laxmg, especially where rhere is no prtor experience wuh
program analysis. On lhe whole, an approach allowing sufficient lime to
complete assigned analyses is probably more sensible than a broadside ap
proach thai anempls more studies and crash analyses lhan can possibly be

lJIustrath'e Issues ror .\nlll}·~is

StafT Time Required and ~umher of .\nlllyses

I I

Locating Responsibilities for I)ro~ram \nal}'~is

I. rile wit' re~pon.li/Jili{VliJr lIIl11/nir )Jrollid I/{Il bt' rJlII 111/0 :/rl' ;'/ll/tiS
rJ!'llIdi\·itlul/l,Jp,.rtlllllt: "t:t'I/Clt'I'. \g~n':lc, rnay he l~mrlcJ Itl ~I\'C ['rll l flly
":tllhlJeralion ,lilly IU alternative, llr pllh..:y a... lIllll' lhal..lre 10 Ih':lr ,.:II-IIHcrc't.
anJ II hlch lend to wnlinue Ihclr ":UITCRl ways "r llpcralilln. Op~r ..It1ng .I!:!~n.:lc,
may nverlllllk dfe~ts and Impacls oc)ond lhclr 'CllP~ III IlIlac,r oIr re'plln
slbllilY. Single-agency analy,es may Jeline problems [Ull narroll Iy or cmpl"y
restrtcled alternalivcs aOlI crilena. Fnr elample. a pllli.:e agen.:y n1lght 1101
gIve full con\ldcralion to the Ji~pthllion llf arrests; rrafli..: l'onlrol .lg~n':l~s
lIli!;!hl n~glc ... t rhe ..Iir Jnd noise pollulllln ,;plllu,ers tlllheir program,: hllu,rng
JuthunllCS mlghl be more inlere,Il:J in ~nlarglOg the 'lOt.:k of <:OIllIllUllilY
housing Ihan rnalOtalOing whal c.\i'ls 10 a liveable .:ondlllOn. It is unhkcly.
for 1O~lanCe, that a slOgle operating Jg~ncy would have had JdequJle pcr
spe':live 10 undenake lhe analySIS of drug abu~e Ireatrnent program, Je,.:nh<:d
in appendix .\-3.

A unll OII/SIIle or above an operating program should Jireci. partICipate
in, or at least monilor analyses. In all stales and in lo...al jurisdictluns 1\ uh
more than abuul (00,000 population. OIl leasI a small celllral staff for program
analysis and Ihe allied functions of evaluation. program planning, and research
is probably deSirable. A celllral staff can ilself conduct analyses wllh panic
ipation from uperaling agendes and pOSSIbly oUlside consultants; 'lImUlale.
monilor, and review agency-level slUdics: and provide such ag~ncy 'luJics
wllh technical aSSIstance. [n ~maller Jurisdicliuns. where a full-time .:enlral
program analysis slalf may nol be feaSIble, lhese functions could be earned
out part-time by one or IWO slaff members in the chief execulive's office ur
budget oflice who do nol have direct operaling responsibilities.

In addition 10 a central slaff, there are often analytic capabilities available
at lhe agency level in Slates and in larger jurisdictions. Some units, such as
police or health planning and research unils, are often engaged in galhering

Thcre Joes nOI appear to he a \Ingl~ oesl pia.:.: to hlC<lre anal) Ill'al
a':lil'lIlCS rn Ih~ ~()\cmm.:nl. V:lrialilln, In ,he J~v~lllpmcnt. ~lp~rrl'I1"'~. anJ
Ilp~ralmg ,tyle 'II an nrganlzatilln make varYlIlg arrangelll~RlS apP(llrrral~.
Some haM'" pOInts. hllwever. ,hlluld he clln,idcred.

'ini,heJ. Th~ laller .Ipproach rewlh III ,urcr1il'lallly .tnJ ,Ii'l'fl:dlh Ih~ u,~
tulne" l>r' .lOal),,, III olllh thc ,hllrt run anJ :Ii.: "1II~ run. Rcali,m 1\..1 n.:.:c\\.If)·
.1I111Jllle III ,h~ cnlhu\l<l,m ,If ,hthC II hll ;~nJ to hlle \111 mllr~ .lOal) '1\ lhan
lh~y ..an ch~\\

1I/IIi/lllilJlwi h \lit' I'
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.:onJu.:ting ,amplc ,un~), i, r~quireJ. IIUISiJc as~blance might be oblalll~J from
con,ulllng linn,. unil ~f\llie,. or re,earch llrganllallon,.

... 00 lII{fid{'m ./,1111 ,'.\/11 10 III/dt'rla~t' Ilrt' 'II/tl/I'W,\'. IIlld ('1111 Il.'{'dt'd
,Iaitl IJt' ~'lIh<'l"'d 11111/11/ tI,,. 1111It' ,1I'tII/aM.'.' ~"hl ell,lIng g(IV~mIllCnl d.ua
n:conh h.ll<: hcen dC'lgncJ r'or ..IJ,mni'lralllc. rinanci.tI ..JI1J ",h~r ,,'olllrol
purpo,es FCII hOI" C >~cn J~slgneJ tor ll1~a,unng .II1J pr~'..:nllng program
crfe.:tllcne". Even ..I1;I1I..1ole cll,1 Jat:.t .arc llr't~n not III .I t'llrlll u,ahle 'llr
prugr.1I1l ..·'hl .rnal: ,e,. RequireJ JOlla. If avarlablc OIl .111. Illay ha\c 10 hc
-:lrr.I,,·!<.·J :Jbllnou,J:. [rolll -:ll\lIng rccllnls ,lr IlblarneJ from new ,our.:e~.
Odure .lc':IJrng whclhc:r hI unJenak~ an anal) 'IS. the JOlla Ihal .Ire available
,hould he ...ompareJ 10 II h.ll II III be requIred: a JuJgll1enl ,houlJ be llIaJe as
If) Whclher available JOlla are aJequate. llr Ilhelh~r it Will be [00 Jiflieullllr
~Ipemlve 10 generate new Jata.

E.lhlbu j gIve, c\Jmple, llf I"U~~ th.ll nllght be sc!e"'leJ fllr analY~ls.
WhdherJ \pe.:ili.: bsue ..'lllllarneJ 111 (he IIs1 IS wonh analYLIng JepcnJs rn
pan IlIl Ihe appllcalion oi [he 'Cven ..:nleria IJenlll1ed abov e.

--
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H<,alth and Social Services

Lilli' El/jiJrcl!l1/<'1ll

IJ

Exhibit 5. /t:ontinm:ul

lVartt'

1II1lf\1I1~

I. Tu whal ,:xlent can hou>!ng .:odc .:nh1rc.:mCn! program, he u,cd 10
deerea,e Ihe num~r .,1' I~mlhe~ h\ Illg III ,ub,r~lld~rd hou"ng.' W,II ,ueh pro
gram, have ~n ~dvcr,c elkcl on Ihe .1\.:r~1I ,upply Ill' IIIW-In.:ume hou'lll!: III

Ihe cummunlly.'

!. Whal i, thc appwprial': mix "f :lld.: .:nIOfc.:menl wilh olher h'lu,ing
program, III makc huu~lllg III Ihe cumRlunlly ~dcqu~le.'

3. Wh~l IS Ihe be'l ml~ 0)1 humlng rchabllllallllll. hou,mg mallllcnance.
and new comlru':lIon hI Impru\'c Ihc <luanlllY ~nd 'lu:lIIlY ul huu,Ill!!!

I. How ,hould waSh: b.: colleCled ~nd dbp<h.:d of. given allcmallVe vl,ual.
air. wal.:r. ~nd pollulion ,I:lndard~.'

!. Whal ,pcelfic eqUlpmenl ~nd roullngs ,hould be u~.:d'!

J. Should .:ol/cclIon be .:onlf:lCtcLI L'r J,lIl': Ill·h"u,e!

Recut/lion and Lt'ls/"e

I. What type. location. and size of recreallon faCilities ~hould be provldcd
for those dcsmng Ihcm!

2. How ,hould reerealion facilities be divided Jmong summer and winter.
daytime and mghillme. and Illdoor ~Ild IJuldoor ~cllvllle~.'

J. What. Jnd how many. special summer programs ,huuld be made avail
able for oUI-of-school youlhs'!

4. What charges. if any. should be made to users. considering such faClors
as differemial usage and abllilY 10 pay'!

Emp/mm<'l/l

I. What rdallve 'UPIX)11 ,hould he ~I\'cn 10 tralmng ~nJ employment
program, lI.hlch ,el'\'': Jilf~rcnl .:hcn! group,'

~. What ,huuld be rhe mix amung IJUlr.:~ch program,. rralnlllg programs.
job-finding ~nd malchlllg prngr~m~. anlldl,.:nl1l1n~llIlIl prngr:lm~. and po~l

~mploym.:nl IIllluw·up pro!!r~m,.'

Imtitlll;OIll1lll.HlL'S

~

-fj
'p

Fir<, Pr{)(fCIIUn

I. \\ here ,huuld rire ,Ialiun, be "lealed. ~nd how many ~rc needed?

, H,IW ,oould lirerighllllg unllS be dcploycd. and how large ,h,luld unllS
be.'

3. Whal rypc~ oIl c'lulpmcnr ,hould be used for communicallons. lrans
IXJnallOn. ~nd firelighlmg.'

oJ, Me Ihere Iir.:.pn:venllon aClivllics. such as inspeclion of polcmial tire
ha1ards or ,choxll cduc~llun:l1 prugr:lOls. lhal can he u,ed elfcclI\c1y I

.....

.1. '.\ hal ::p.:~ .11 ':'lulpOl~nl fcunsid~ring bOlh current ~nd new IcdlOnl
I'!!IC" ,ho'uld ~ u,ed :.'r \\Cap'lOry. forcomOlunlcalllln~. ~ndlor Iran,pnn~lllm.'

oJ, HM. :~n :hc I,Idlcial pruccs, he improv~d 10 provid~ 1110re .:xp~diIlIIU~

'~I'\'ICC. ~c.:p p.IICIIl!~l!: J,III!1~roU~ J1Cr~lm, from running luu,~, .md allh~ ,am~
lIOIC pr,ll,:cl :h.: :lgl11> ;,( In.: Inn,leCnl.'

5, Hllw ,'~n ....lm:n~1 J~lenllnn in,lllulhlOS be Improved 10 rnaximlle Ihe
pru/l~/llllly oil reh.ll'iilrJlIun. \\hlle r~mallllng a J~lcrrenl 10 funher crulle.'

I. Whal I' Ih~ "1l1\1 ':lk':lIv~ way of di-Irihulmg limned pnlice furce~
by 11m.: ", .f"~. J,I: "I \':.:1... ~nd gcographl.:alloc~llon.'

~ \\ h~1 I:f'<:' ,I' jlOhcc unil~ If0111 p~lrolmen. omc- ur I"'"-man pohcc
car,. ,p.:e·I~1 I'"'' :,lfo:~'. c~Olnc curp~ unils. ur 11Ihcr~1 ,hould be u,~d ~nd m
'.\hal nux,'

- ----- ,

Exhibil.5. ILLLSTR.-\TIVE ISSL'ES FOR PROGRAM .-\:-.I.-\LYSIS

~tST AVAILABLE CO~"

I. Whal mix 01 trcJlmCnl programs would do Ihc most to meet lhe nceds
of Ihe cxpeclcd rnn uf diems!

2. \Vhal prcvenllon programs are desirable for rhe groups lhat secm most
likely 10 ~uffer parlleul.u Jilncsscs'!

3. How cXI~nme ,hould eligibility and quality control procedures be'!

I:! l'I{(J(,fl \ \1 \;';.\LY'il'i FOR STATE -\ "D Loe \1. r,OVEfl:'oiME.'1TS
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dESf AVAILABLE COpy

J rhe lime \'P,'III hy (Jllalv,fIS 1111 ,"'ill' "lirt'/;~hlllll:" "I'l'rallil/H Ihll/lld
bl' Jill/II' 'd. The demands for re\pllll\C~ 10 J:llly ISSU":S are uncndlllg .Ind ":.In
inlllbil ,Jr cwn prevenl in·dcplh cXJninalion of is~ues, .-\na/y~" ,hlluld hc III
Illudl with lhc dynJimcs of polil'y maklllg. /luI ,hlluld nOI be ~\\ ;ullped IVJlh
d:uly ru\h Jobs.

.tnd tahulallng ~tJtl\IIC~. ElC..:pl in rh..: v.:ry JJrg":\1 cll1e~ and ,ome ,tale

.Igcn":I":\. ,u..:h Ullib l~plCJlly dtl lillie fu/l·lkdg..:d prtlgralll anal~ ,h ,)r cval
lIal 11111 , The~e unJl~ .:an \crvc, ntlncrh.:J.:". ;IS th.: nud.:u~ ti'r building .In
:q;.:n..:y\ anaJYII.:aJ ":;Ipahifily, \Iany ~Iale go\'ernmenl\ have :lIIal~ ~I\ and/,)r
C\ alUJlltln 'tall\ III 'OIl1C of Ihl'ir Iarga .Jg.:n":IC\

~ .. lilt/IrsII' Ihmdd hm'(' tlcce,l'.r tllld he ('rpos,'d (() Ihl' II",'//J <//1.1 fl/llicy
\'It'\I'\' lI!'ke\' d'TIJIIII' /III/ken. The ~latTs perlilfllling .lnaly\C\ ~hlluld prooaoly
n:p'lrt J.reclly 10 lhc ..:hid cXl'eulive. Jepartmcnt head ••lr III .I [1r1n":lp.I'
JdVl\llf .-\na'y~C:~.lre Ihcn more likdy 10 relkel managcrlal .Ind pollllcalrcallllc\,
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I Special .Vole: Cse .lge1lcy Staff iI/ IIle ;\I/alysis

Use of OUl5ide Resources

Analylieal projecls somelimes require special skills and personnel reo
sources that are not available within a govemmenl. ThiS is likely 10 occur
where the analy~is ~taff is small or whcn lhe analysis requires an .. ,:xolic"
skill or specialily. Services of consulling firms, universities. and research
organizations can be hired 10 augment eKisling skills.

Accessible, and sometimes inexpensive, lechnical resources for slale and
local governments often cKisl in nearby colleges and umversllies. Users should
be alert, however. Ihal some academics prefer to work on federal-level prob
lems, may be inclined toward ivory tower solutions, or may emphasize work

1//.IIIII/IiO//IIIII II/er

To peri'lrm Illo~l Jnaly\es. In individual does nOI need t'(tcnslve lraining
In a major prol':'~IOnJI ~pecl.llilY. What .In anal)!\l need~ 1\ Inr.:lfigcnee and
In Inquiring. ,} "emalic. Jnalyllcal approach 10 ~01v1l1g prllblems. ~IJny gov
ernment, Jlre.ldy employ ~lal'f mcmh,f' who \ucce~'luIJv lIndertake program
.Ind policy .In.lly\e\. Olher \tall rnclllber\ could quality wilh rralning anti
expencnce.

Quantilallve rr:llnlng in ~uch lie Ids as economics. engineering. or op
crations re~earch glW\ ~ome advanragc 10 pOlenllal .Inal~ sts b..:cau~e several
,Ii Ihe prenllScs .for example. lhe wlde~preatl \CarcHy or re~ources). ap
proaches (\[Jeh as roulinely con~ldering allernallvc\), .Ind techniques (for
Inslance. use ,If quantirative dala) assoclaled wilh program analysis are fa
miliar 10 persons with Ihese di~ciplines. But high-quality .Inalylical work can
be performed by ~IatT members withoUI lhese specialized backgrounds.

Stalf Skills and Training

Slarf memher, of upcrallng Jgcncics ,onc.:rnl'd \~ irh rhe I\\ue belllg
.IllaJ)lled are Ilk.:!y 10 be expcrh IIIlh"r licJd\. ,\n.ll~\h "ho.lre nol Jlr.:ady
1.1I1111iar \\\Ih tlw Ildd ~hlluld draw lin rb':lr expame The Jgeney .:xpcm
,hou/d be 111I:1I10Cr\ Ill' .In an.II~ "~ "rcal11," III ca~.:~ \\her.: .I t.:am j, u\ed.
P:mil'lpalllln ,)i elpcncnccd 'laIr m.:mhcr\ from I)p.:rallng .U;CIlCIC, and Ih.:,r
cnnwct with .Inal}~ls wlllnolonly }idd lI10rc complele, reliJble. Jnd relevant
inliml1alion. hUI will aho InLrea~e lhe likelihood rhallhe .Ig.:nl·y will t'Otlperarc
III Implcmenllng the recl\mm.:ndalion~ Ihal resull from rhe ,tudy,
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-J. ~II(J"'J/I' //IlIfr ,h/l/l'" /IIaintain // elme relaliollship "'lIh "/ld!{el ..t:
)lct:\'. Dudgct llificcs llftcn ha\..: a ,Irong VIllCe III Implemerlling :he re~u/l~
Ill' .lIIaJy\c'•. ,-\nd l'lrerl<.'nccd budget ':lanllncrs may be very kno\\kdgcable
aboul pm~ralll operatl<>n~. SOllie govanmems have tried 10 mJk~ budgel
~umlller~ Into pan-rilll~ pf(lgram anu/yM; or 10 give ncw progr.1111 Jnal~ \IS
,om.: re~u/ar budg':lar)! re\ponsibllilics. While Jpp~aling ill pnlll'lple, thIS
arrangemenl somellllles cre:Hcs t1it tieullies. at least inllwlly. becau~,~ rhe rou
tine burd~ns of budger admini,lralion require ,0 mJch rime.

:\nal~sls and lhe budgcl 'laff can. of course. inlcracl during tI,e COlir~e
of a slUdy. Budgel staff m.:rnbers can. for elamiJ/e. adVise t:,e analySIS (cam
on co~ts of altematives. It may be possible to merge Ihe bu~gel ,lJtT with
rhe In,,lysls ~taff once J tradiuollol analySIS has been ":slabli~hed and accepred.
But experience suggests Ihal al Jeasl inilially the program Jnalysis sraff should
be separale.

5. The fl/I/ctiol/s ofprOlfmm emll/ariol/ "lid program allal.\·sis mn //I/d
prob//b/y shol/ld be placed 111 Ihe sall/e office. Program evaluarion-rhe JS.
sessment of how eXisling programs have perfomled in Ihe past-provides
basic information for program analysis. Past perlomlance can be proJecled
into Ihe fUlUre as pan of the lusk of asses~ing alt..:malives. SimIlar skIlls are
likely to be needed for the two funclions. It may be economical to combine
Ihe Iwo in an "Office of Program Evaluation and Analysis... BUI Care ~hould
be laken 10 avoid the pressures to evaluale a program favorably because il
resulted from a previous analysis conducled b)' Ihe same office.

--.

~



In addilion 10 oblaimng assislance wilh part oi an analysis. a governmenlmay use an oulside group. such as a consuiling lirm. 10 conducl an enUre

I. Marvin R. Bun. Donald ~. Fisk. and Harry P. Half)', "FaclOl"S Affecling the Impacrof Urban Policy AnalY5l5: Ten Case Ilislones," Working Paper 201·J (Washinglon, D.C.. TheUrban InsulUle. July 1972). pp. 20-21-
2. Ibid., pp. 56-63.

ItBlI/UIIII/wIIHUt'I'

program analysi,. This may be rel/ulred when inl~rnal ,raff re~ources arealready COIlUllIlICd. \'ohen lhe analY,l, I~ bc:ond Ih':lr .:apablllty. or '.\ hen alinn lIughl bnng grcat.:r "credd11I1ty" nr "Ilnpartlalu:" III a conlrll\Cr,lal,rudy. In [he,e 1n~1•.IIICe,. gllvanmcnts uughl III l-ccp In mlOd four caveal':

I. Sludy coslS are likdy to be high.:r than lhn,.: uf an analy\is conducted
Inlernally.

1. An outside group may not have or be able to aCl/uire 10 [he availabletime an ad':ljuale pc:rspective of a complex policy problem.
3. An llul~ide liml may be perceived as a grealer Ihrcat lhan an internalgroup and perhaps lind less cooperalion. though 10 ~ome tnstance~ lhe reversemay be [rue.
~. Implemenling oUlside tindings may not be as palaluble to those in~idewho have 10 live wilh the cons.:yuences of reenmmendations which Ilere"invenled" ehewhere. Thus. although llutside ,lUdics may be of higha technical ljualily. they may pre,enl probl.:ms when the lime .:omes 10 Impl.:menltheir recommendalilJOs.

To improve Ihe quality and usefulness of analyses conducled from outside. the following may be helpful:

I. The gOI·t'rnmen/ should be I1S del1r I1S possible I1bout what problemor problt'ms it is asking an ol/lside r,:rol/P 10 Hlllly. While mosl problems areclarified and sometimes transfonned in lhe very course of analysis. manystudies miss thdr mark-and disappoinl their clients-because the government really had no idea what it wamed in lhe !irst place.
2. Before much effort has been expended. Ihe government should reviewand discuss Ihe plan to be followed with Ihe contractor. This includes de!iningand reaching an understanding of lhe issues or problems to be addressed.Iisling Ihe major alternatives 10 be examined. idenlifylOg!he principal crilenaof effectiveness to be employed. specifying the targel populations to be con·sidered. and de lining lhe general scope and methodology to be employed.
3. Periodic and intensive meetings should be held during the stud.v.especially in the early stages, to ensure communication on the subject Clndprogress of the analysis. A governmenl projecl monilor should be assigned

10 each slUdy conlracl.
4. The government should specify the type and amount ofstaffassistanctand data it will provide. It should ensure that Ihe conlraclor has reasonable "11,-61 ""N •, ~~,..

...... ..- '.
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thaI is publi~hilble (mm a disciplinary perspecllve rillha than helng usefulfor lhe governmenr.
Federal government agencle~. husine\~ firms. and even privale civicgroup, \uch as Ihe l.ll.'al Lea~ue 01 W,lmen VOlePi and l'hamher of commcrcearc ,Onlellrm:s p,lt.:nllal ,()urces of hl:'fp. BOlh profil·milking and nonprofitIIrms may be willing !U panlclpatc In an ana/~\is .IS a public ~avlI:e. for the,ake of rhe karnlOg ~~penence. 10 leSl 0Ul 0r ,hare some (If Iheir own lechnology. or \Imply ro make contacls lilr possible luture business.Here are ,orne e~amples of cooperalion from oUlside organizations:

• As part of a cooper:lIive effort wjlh lhe CilY of Easl LanslOg. ~Iichigan.lhe :--Iational Bureau of Srandards (NBS) loaned two lechnical staffers 10 workon an analysis of (he locallon of new lire ,t:lIions. The analySIS used al'omp'lOentof an c~is'ling compuler model which had been developed by :'-iSS.The Bure~u expert, :J"al1lclpared in a producflve u\cr·lechnkian lhalogue wuhcuy 'JI'ticlals. Baseu ,lQ lhe ,ucce,s ollhe compuler model. lhe cuy plannedto usc il 10 Ihe analysis of ,everal olher city problem, to which It appearsapplicable.·

• :--.rew York City undertook a 'ludy of lhe effectiveness of emergencyambulance services. Shortly ..fter lhe ,tudy b.:gan. a large .:omputer linnundertook developm.:nt ,If a compuler simulation 'If ambulance servlc,:s. Themodel was us.:d in the analysis to cafculale "r.:sponse times" for three allernative modes of d.:ploying ambulances. The linn did not charge lhe cityforthe use of lhe model. The analysl who developed illaler joined lhe analysisslaff of Ihe cily.!

• The Leagues 'of Women VOlers of bOlh :\rlinglon CounlY. Virginiaand Randolph Town,hip. :'-iew Jersey have provided volunle.:r inlerviewers10 their local governments for surveys of cilizen experience with local governmenl services. Similarly. Ihe Bimungham..-\Jabama Health and Welfare(community services) CounCil asslsled the city with a survey of citizen viewsof recreation needs and pertonnance.
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Presenlation (If Resulls

anJ .:/f':l:lIl~ ,ICC~~~ 10 Ihe agencies and personnel from which Infomlallon
" 1ll b,~ .,bIJined.

; rli,'::m "rJlJIIL'1I/ I//lntlti orJ;'r II d"t1r 11II.I..nltllltiill~ of ,j". flmtil/<'fS
If "'11/1/1. '11, 'I/d/l/:: 1I1t!'r1l1l .111.1 lilllli rL'fl0l'fS, ,111.1 11r.. Iclrl·tll/l.. Oil "Ilttl, :lre
1'1'11.1", II ,II',' If} hi' ,it'ltl <,n'" Findings which ,Ire roo laIc for u~e In d':C/SlllnS
.In~ ,11I.:n u ,.:1.:\,. ~c~uIJr 'Hillen prngre\~ r~pllrt~ .Jre valuable III bOlh p.Jrtle\.
hnJI rerl'"' ,hollJd ',c In ',I riling Jnd accompanicd hy 'lral hricllng\ Jnd
llllcrrr~l.JlIon\, rilc marl1r J\\UmpIIlJns and pfllcedurcs ,If Ihe ~luJy J~ "Icll
a, (he 11nJlng~ ,hllulJ he ..:~plicilly ,laled .JnJ JocumenteJ. The Jala u\eJ In
lhe \luJ~ ,hould h~ pflIvlJed (0 (hc ~O\'l:rnllleni In ,Ill unJ~rslanJ.Jbk fOfm.

19

3, Us.ful books 10 h.lp '.chnical wrilm ...ril. c1.arly are Rudolf Fl.sch. Th~An ofR~adabl~W",ing (N.... York: Harper and Row. 1949); Roben Gunnang, Th~ Ttchnlqu~ afCttar W"'lnK
INew York: MdJraw-HIII, 1968),

Cost of Program Analysis

Program analysis is not free, Cnsls of individual 'iludies vary widely.
depending on such faclors :IS th~ lenglh of Ihe ~tudy, rhe cumplexily uf Ihe
issue, lhe size of lhe analytical learn ~mployed, the cost of data col/eclion.
and charges for outside help, ~laJor program analyses. such :IS those at Ihe
federal level, have cost several hundred lhousand dol/ars, :\naly~es for ~tale
and local governments, of Ihe IYpe: discussed in lhis report, are likely to
average lhree to twelve person-molllhs nf analytical <:ifort, EXlended sludies
may require two to three per~on-years.

in Ih~ body 'II a report llr in appenJlc::~. bur no reader ,hnuld hJve 10 wad~
rhrough JIllllullae (0 reach the tinJlllg~,

-l, ,lr~IIII""'IIt:e 1111' 1ill/lfllfl,lII( IIml (/\\IIII/[1I;,I1/S II/II \'1/(/\'. Stalc them
.:xplicllly, Do nol fllrc:: .I JC<.'I'''lll lll.Jk.:r 10 ,nllf Ih.:m IIUI. Fur 'lhjc... II vc
,1ll;r1Y~IS, the prc\.:nl.llllln ,hl1ulJ :nduJe JII 'Ide\ of lhc ,wry: rhe :;llod. lhe
bad, and Ihe unkno..... n. Fllr e\Jmpk. III rhe ... .J~e llf lhe F,)I1 W,)I1h car plan
,1Jl:r1~\b I\e~ ,lppenJi.\ \-~I. Ih.: .:It~ ,Illurtley IllJic,lf.:d th.Jl hc leI! rhal lhe
pl,ln l'iolalcJ the ,lal~ ':lln,lIIulIlIn, Thl\ I\.J~ repllrlcd In rhe In.JIY~I~ hut II
lVa\ .llsll pl\lllled IlUI tn.Jl .II Ica~( :I\ll IHher Clllc~ In rhe ,late had ,llrt:aJy
'1:lrled 10 u~e .I 'Illular pl,lll,

5. Us,, HII/fl/t' ~rapll/CI' wllere (1oHlble to (Oll/fIll/lI/l'me flll/jor Ilfldil/~s
,lIId <,VI/e/III;,'I/\' . .\ "pKlUre" -Ii II" J 1!lllld IlllC-I, ,1Il1worlh J IhllU\:lnd
'lords, E~hIPIt 25 III .:h:lplcr :{ rrol :J.:\ .In ,:x.Jmple III [he u~e 01 J har .:h.m
:0 ,UIIHIl:lfl/': lhe linJin:;~ Ill' onc IlJf1lcular In.Jly',\. Olh.:r. more quanlllatiw.
,:x.Jl\lplcs can be ,cen in rhe l.Jhk~ IlIcluJ.:d III .Jpp<:ndl.\ ,\ Ihal ,ummanle
the quanlllallle liIlJing~ .

6. G~t ml tlfjar~t>II. H.Jve 'llle nr IWO l.Jymcn reaJ Ihe body nf the ~ludy
10 see if It I~ under~lanJable. I

7, Tailvr lire prt'f~nla'iOl' 10 ,Ire del'lJion maker wlro IVllluJe IT. Snme
may prefer lables. lllhers graph~. Some 11111 demand one-page e~eculIl'e
'iummaries, Olhers will wanl 10 halc .III Ihe details. Slime Will wanl speCial
,lral brielings. olhers will not.

1/I.\'I!lIl!lIm,IIHlles
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I. flt'fore dis'rlblltln~ an analysis, lim't' it critically rel'iel1'ed, r\ review
of the draft by program people and one or two good technicians nOI involved
in the :lllillysis may turn up important ambiguilies. onllssions, errors, mis
interpretalions of data. faulty melhods, bad logic, or unsubstantialed I:onclu
sions. The review can also reveal important poinrs of debale or controversy.
It is often reasonable to discuss major objections and responses to lhe report's
recommendations in the report itself.

2. Present filldillfJs ill writillg. This will reduce the pOSSibility nf mis
understanding and pennit an analysis to be reviewed. Even th.lUgh deciSIOn
makers may not want 10 reJd the report or have lime 10 do so, the ('ocument
should be available for staff review.

3. Present a compact, clear summary. The technical details of a study
may thrill an analyst bllt bore a busy official. These details should be included

If Ihe ,p~cific linding~ and implications nf an analy~is cannm be readily
umJer\hltld rhey ,Ir~ nil! likely 10 be u~ed. EI'~n Ih~ best .Jnalysi~ II III be
Ignor<'J llr rCJ~ctcd If II Jppeal s 10 be e~olcric. ~Iorpy, rambling, Of Illcoherenl.
.\n,ll~ ~IS halc hI cllnllllunicale Ihelr findings .:Iearly to decision lIlak~rs Ill
lerc~lcd rn I.:ry ,pcclI'ic mallcrs. S,lmc Jecl~illn 1lI,Ikers prcl~r oral pre~.:n
(,ilion,: (lIher\ pref~r II flllcn feports. Eilhcr II ay. llln~t public IlfliclJls IJck
rhe lime llr 'pc.:ialiLcJ (falnlllg to pore llvcr knglhy l~l'hnical Jrgunll:nrs. long
rabl~~. ,:olllpuler pnnh1uts, ,lr fonnulas 10 Jhcol'cr II hal an analysis ha~ tilund,

--- The ,lllal~~ls' Job IS [0 prcsenl (heir lindings in a cnmpreh~nslbl~ \laY-1ll
~J.:ar Engli~h Jnd in a .:ompact and ord~rly fa~hlon,

Som~ guidelines lhal can make an analysis more comprehensible and
meaningful are:

~\/',
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4. Marvin R. Bun. Don.lId M. Fisk. and Harry P Hairy. "FaCIOl'S AffeclIng the lmpaclof Urban Policy AnalySIS. Ton Cibe Hi,lone.... Working Paper 101·3 IWa,hlnglOn. 0 C ; TheUrban Inslllule. July 1972); and Inrematiunal City Managemenr ASS()clallun... Applying SY'lcmsAnalysis In Local Guvemment: 'I'hRe Case Studies" ,Washlngrun. 0 C.• 19721.
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The size of the study and the adequacy of irs methods seemed to be less
clearly relaled 10 the sludy's illlpact.

Two of lhe "bureaucratic" variables examined appeared to have Slrong
relalionships 10 impact. The analyses which affecled policy deal! wilh issues
which could nol be deferred by policy makers and focused on Issues in which
decision makers had shown clear interest. Whether an analysis proposed
changes in a program's funding level :lnd whether agency members who would
have to implement sludy recomml:ndations acrually panicipaled in the sludy

5. The malerial in the remdinder of IhlS section is based on Bun el al., "Faclorl Affcctin," " "-
Ihe Impacl of Urban Policy Analysis." . <'~,;

21

Factors .\frecting the Impact of Analysis

Why do ,ome program analyses appear to have ,uh,lanlial impact on
rill: decbions of puhlic officl"ls. whlh: olhers have very lillie ,Ir arc Ignored'!
:\ numher of faclllr, b.:yoml" \tudy', technical sophistlcallon affect its impact.
fhae i\ no ,ystcmalic evidence III plOpoml all of (hem. but a review by The
L'rhan (nslirute of len ea~c sludies tl:lls us ilbllUI \ome of the ~pparent hallmarks
,If ,tudy success. filllure. :Ind impa... t on policy: The ,ludic, exammcd are
'I,led in exhlbil 6. Ten factors \\I:re exammed as to theIr mlluence on the
Impact of eaeh analy\is. These factors Jre listed m ex hihit 7.

Three of rhe Ii ve "techlllcal" faclOrs examined Jppeared to have Ihe
\trongl:sr relalionshlps to impact. The analyses lhat mllu.:nccd deci~lllns were
lho~e Ihal:

I. Were well-timed, so that srudy Iindings were available al key decision
points.

2. Included an explicit considerallon of politic,,1 :lOd adminislralive is
sues that might affect the Implemcnlallon of ~Iudy tindings.

3. Focused on well-defined problems rather than on broad or open-ended

ImliwliOlllllls.\·lIes

Wh':lher a ,tudy is wonh il I~ a relative consideration: there are no
ab\olute rules. Program analy\es .:an r.:~uh nOI only m .:o~t ,avings but Jiso
improvemenls in progranl eifcctl\'ene~s Jnd public S':f\'lCI:S. The lall.:r may
jar oUI\\cigh in imponancc Ihe dire"'l budgetary ':O\ts of a \tudy.
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• :\ ,tudy of t/le ~ize and deployment of the Iireboat Iket of a largl:
ea~tern city Illllk an analy\tlhree .... eeks plus an undell:rmtned Jnllluntlllllme
for dilta clIlleClilln by the lire depanment. The potentiill co,ts as~oclaled \\ IIh
the pill icy i,sue under ~lUdy ranged from '5)llO.1l00 to 51.5 million.

• ~ n analy~is Ill' the need for and localion ,If two new tire \tallon~ clI~1
.lppnmmaldy 'S20.000 mcluding direct ,'iry 'O\IS. ,lutslde lechni~'al JS~is
tilnee. :md ,'ompurer .:o~ts. The is~ue under \tudy \ViiS whelha to ,pend
'S500.00{} ill new caplwl :tnd 'S IJO.llOO in new annual'lperilling co,l, to build
tWILnew lirl: ~wlions.

• A ~eniOl ilnilly,r spenl four months analyzing alternative ways of im
proving onsill: trash incinl:rarion 10 meel mimmum kgal air pollullon ~tan·

__: dards. The altemativl:' under ,rudy enlaikd a combinl:d cosl 10 Ihe ciry and
landlords ranging from '556 million 10 S·H).. million.

e An assessment of alternillives for reducing response rimes of emer
gency ambulance services in a large city took about one pl:rson-year and cllsl
the cilY 1oI0rl: rhan '5100.000. The additional cost of developing and runOlng
a computer model was absorbed by all infornlalion sy~h:ms t1rm.

• The analysis of Dade County library staffing described in chaprer 8
required -approximately four staff-years of analysr lime over about len months
of time lIhe product mcluded delailed staffing and scheduling recommenlJiJ·
lions for each of Dade County's twenly-live libranes).

Q The analysis of options involving grealer use of Ihe privale secror by
seven Stale of Delaware and Maryland operallng agencies (discussed in ehJpl.:r ~)
required from lhree to twelve staff·monlhs 10 complete.

Onl: way 10 pUlthe ':O~IS of program anal~ ~es 1010 pl:rspecli\1: is 10 relale
them to Ihl: eosl~ a~~oclatl:d wuh thl: programs under ~Iudy. The federal
government has I:arnlarked anywhere from 0.) 10 2.0 percent of IOlal program
eo~ts for analy~i~ and e\aIUalion. This is "1:11 above Ihe amount ,'um:ntly
bemg \pl:nl by mosl ~Iale and local governments.

Here are a few IlIu~lrallons of Ihl: \anallons of coslS or analysts' lime
~pent in eonduCling ~I:veral program anal~ ~es. I
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6. Decl>ion maker IOlerc,1

7, Implementer's pal1lClpation

9. Proposed change, 10 iunding

8. Single-agency issue

5. :'-Jalure ,)1 probklll 'lUJlcJ

J. ~kthoJological adeljua,y

-to ConslJeralion \>f Implementation

~ Study timing

I. Study ,IZl:

10. Immediate deCision needed.

Bllreaucratlc lIl/d Political VlIrwbh's

...: .

Tecllll/clIl VlIrillblt:\'

FACTORS EXA~l1;-iED FOR rllEIR I\FLUENCE
ON TilE I~IP.-\CT OF \:-'; ..I,.l.YSIS

Sourcc. Bun et al.. "FJClOrs Alfecllng Ihe Impact of l'rban Policy AnalySIS."

Exhlhlt 7.

did not seem to be relaled significantly to the impact of analysis in these
cases.

Some of the findings of Ihis study tend to suppol1 intuitive feelings. For
example. it is common sense that a sludy Will have more impact if it is well
timed, holds a decision maker's interesl, and takes into account the admin
istralJve and political feasibility of implementing recommendations.

IIIJl/f/llilJ/wl/nlll:s

~
~:
{

~~
:~

~~,
:~

i-

"

"..

"

j.
1

,"
~.\,.
,~'.

I
~$(
..;~

;~

t
:J

'.",
':t
.~

,
Go

~:

,,:t'.

;,
;" ..
~
\<'•I.
;.

"IlU/ill \\1 \:"1 \U SIS ~()R STATE \NO lOCAL (jOVEIl:"lMENTS

Exl1l11ll 6. TE:\ C\SE IIISTORIES

I I· trI'''''''1 \ ~ 'Jmln~dlh~ ~\i'llne lir~boJl> Jnd <. a/lllU. Jllernallve, a,
10 Ih~lr Ilpe. numher . .lnJ 1,J<:JlIon for c,;'llrolling lire, n~ar Ilr 'In lh~ wal~r.Imnl.

2 F:re"'I<1I II ~\,lIIllned Ihe Je,irable number Jud IU<"'lIlOn ",1' lirebuJlsIur cllnlflllllng Ilr~, 'lIl Ilr ncar Ihe W,llerflllOl,

J Fir/! .'lIlli/I III L.JnIllIJII eXJminedlhe quesllon of how many lire 'IJriou,there ,hould be Jnd ·<.here they ,hould be localed 10 provllJe lire plllleL'lhlll,
~. £I1/,'r::..nn ~I/Ibl/lance Sen'il'/! examined Ihe number Jnd local IOn ofJmbulances needed 10 plllvide Ihe fa,le,1 rc,ponse III emergency call>,
:; It..duII//< III Slrt!/!r Sll'/!/!ptn~ examined Ihe be,1 way to alloL':lIe c",lIng'neeh,lIllcal ""eeprnif 'C"lUrccs III maXlmlU their dfe~lI\'ene,,-wllh lunlledtugmen£Jlllln "I re,")urce, .I, a p()~>Ible "pllun.

6 ()1/\/1"II/(,!IIt!r'/II"!! e'il'l!III,~d V~1I0U' ways uf meellng ,lew mlllunumJlr p,'lIl1liun ,lauJJrJ, [egarJlIIg mClneralur, III hOlh puhlle JuJ pllv"le .Ip.m.
menl hlllldlllg" Ilh:.uulIIg :nh,rcemenl "I' penailles Itl require upgr.lJing ulIlklnerJIllr, .lIld Ihe c,'n,equences to hauling reqUlremenlS where IIlCllleralOrswere ,hUI Jown.

7. Solid !VasrL' Coll/!( I/I)n lind Oispmal cxamllled a wide ,peclrum ufcolleclllln J/IU di,po,al Ilpllllns, induuing curbSide versu, backyard clllleclUlII.
V~rlllUS alrcma!lW' (or ,,>Iid wa,le cOnlalllcrs. and a ,anllarv landfill vcr,usIlICIllCrall"n f"r suhJ \\ aSI.: Ji>posal. •

8. S"'/II/)nt,,~ Vppo"ullllles exammed vanous aflemallves for providmg,wlmmmg 0PPOrtUllIlle, lor Ihe re,.dents of a \lodcl elllC, ncighborhood.mciuJing variou. nU,mbers and ,ize, of pools and bu.mg III a nearhy ocean.froll! heJch.

9, Subemplv\'1/IL'1I/ c\amined how unemploymcnt and unJcremploymenrnught QC reduced m lhe clly\ \lo<.Iel Cilles nClghbllrhootl. Thc emphasIS wa,1.1Il Jctemunmg Ihe elfecllveness of cXl>lmg manpowcr Irammg programs andplaccmcnl Jgencles.

10. V/!nerral Diutlf/! CUII/rot examined Ihe problem of reducing Ihe prevoalence of gonorrhea and .yphllis, wilh empha>l' on gonorrhea.

n

~
,'j!I~

!'

I.,.1 ..



limitations and Dangers of Analysis

ElTtl'b 011' Limitcd rimc and Re~llurrc~: "Quiddc" \nal) ,is

.\ner the .\nal)'~is: Implcmentation and Fulhm-up
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6 Th~ mJlenal In thiS >~cuon l~ JdJptcd from Harry P HJlfY and Bruce G. StelOthal
GII/J~ /0 Sd~I'lIn~ II"mrtn<JIl("( S"<JIeC/~r I"r C"p""r f',,, lil/l'5 ,\\ J,hlO~lOn, 0 C Th, i rt>J"
In,mulc. I<lM4I, ~,p.:"Jlly page> n Jnd 13,

Why I'nl~ram ,\nalysis Is ~ot l'sed \Inre FrelJuentl~It

• Operating agency siaff are heavily involved with emergency and ,'p
erational responsibllilies. and usually Jo nol have time 10 undertake ,ut:h
exanunatlonS, COlllractors usually conducl Ihe illlense cxaminallons Ihat are

done.

• Similarly. funds for su.:h aClivilles are very limlled in local govern
menlS. ,\nl1 because of lhe lechnical limilallons 10 be noted laler. resources
for analySIS are not believed 10 be a high prioTlty.

-\n ;:\anlln:lIl1ln o~ r.:,eart:h.:rs :II The Crl1an In,lIlule In Ihe early IlJlllh
,If llmt.:.:n 1.,,',11 ;;Il\'.:rnmcllls. .:nclllllpa,slng Il\.:r tll.:nt~ Jifferent l)peralln~

.1!~":III:I':'. !'llund t~w ':\Jmple\ 111 lIl·h'IU'':. ,y,h:mallc prllgram Jnaly,ls I1clIlg
l1\.:d hI h..:lp ,~le':l inl"ra,lructure r.:palr. rehabllllalllln. Ill' malnl.:nance rrtll
<:1:1'. Th.:,..: .lrera\ln~ .1~ent:I<:', panit:ularly Ihe larger 0n.:s. often hal": a
l1umoer "I rrtlle\\lIlnah. IOo.:ludlllg l11any who h:l\'': ,'In'ld<:r:ll1k I<:chn!c:tl
had.g.munJ .Iod could pot..:nllally unucn;tke ,ut:h Jnal~ ,e\. Th..: rca~Un\ ',I h~
.lg.encle~ J0 nul .yslemallcallyeumlllcopllon~app..:artoh.:.lsl"l)lIow.:

t. Cln.:~nlr;\lIng l'n .1'pC'" ,If ,I I'rohkm Ih.l! .Ire ':'1'\ til .lIlaly 1<:' '.\ hit.:
dOlI npl.l~ In~ "Ih..:r .I'p.:.:" Ihal .11'': 111m..: JIllkuh \II .In.lI> Ie but .\1''': !U'I a'

\ Hal.

2. B.:,'I'll1l1lg ,Il (:I,,'lIlah:U \1 ilh ,0phl'lIC:tICd lI1:uhClI1allCal I.:t:hnll.ju,:,
!h:lt 1Il1lC and mon.:y ;Ire Jralncu (rom olh..:r clln"d.:ralllln'. SOI11ClII11C, ' 1I11r k .
,:ol11l1ll,npl.K': l.:chnilju,:, .Irc p.:rk'lly JJ":ljlJ:ltc (,ll' ~.Ilh.:nn~ lhc n.:t:.:".I,!
mf,'rl11i1l1l1n. In 'lI,h '::I'e\, re\\lurce, glV':11 10 ':I'I1,trU,UI1,:! .111 dahoral': ':1'111

pUI.:r.l>.I,..:d m"de!. lllr ':l(Jl11pk, .11''': \\:I'I.:d .

.'. Dcl.l\lIlg Jct:l\ions hI rcrttlrJlImor.: In:lI~\I' II'r:1\ llwn 'J!..':. II m,J~
,0111.:tllI1':' (I.: J":'lr:lhl.: Inllll.llechlllcal \,I,:wplllnlhl \1'111 illr.l nllln: d.:linlill':
.lIlal~ ,I'. hUI :hl' mU'l 11..: halant:cd .t~:Jln'l th.: Ijr~cl1l:~ :0 mak..: a dccl'ion

1111111111/. ""11 111111' \

.1Ir':.Id~ :\j'l ~nd Jll.:mrh III 1'("11\1.1.: lIl!llrlll,lIhlll III h,lp 'hc JC<.:l'1'lIl 1Il,lk.:r

hand!..: lh..:m
1:311lh Jt:(I'1I111 Illak.:r, Jnd .IIl,lly'" ,hllllid ~u.lrd .1':!:Jln,1 .h..: fllllll\1 In~

I.:nd.:nuc'.
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1'~('I.K\\l \\,\1 ,\1\ 11lj{',1 \11. \\,nlll( \1.1;(l\lI{\,\lI·'; ...i~~

Analysis can provide 'a decision maker wuh mfonnation \0 use in making
a difficult decision. but It rarely points to a SIngle best altemallve. The deCISion
maker will have 10 weigh the trade-offs. costs, and diifenng effects on various
dient groups that [he analysis identities for each alternative. Analysis does
not inherelllly complicate JeclSion maklllg; It Iden\lfies complicallons Ih<Jt

l . .-\n .:valuallon of :In implemenl":u program might be conducted after
il has heen in '>pefallon fur J rcasonable all10unl of lime-bolh 10 galher
mformation to hdp wlih future dccisions and to gain feedhat:k about lhe
at:curacy of proJeclions analysIs made. ThiS can help analysts make Improve
men[s in (heir analyses. illS also a way to hold program analysb at:coumable
for Iheir work and 10 aSsess Ihe program analySIS process Ilself.

fh.: ':\":CII\lI·': llllght a\\lgn rcspllnSIOIiIl} I'or illl!OWlllg Ih.: IInpl.:
Ill.:ntallon prn.:.:ss 10 ,1 ..11 Ill.:mh.:r' Ip.:rh.lp''':I.:n lh.: prngram analy,,, ,[al fl,

ThiS ,tJll ,hllUld JCI.:!IIP.I ,.:h..:dul..: Illr IlI1pkmt:m;ll111n. 1ll1lll I" lr [h.: progr.:".
.lOJ r.:pon Illh~ pnll'C" or.:ak' J'lwn. Shllulu prlll1kms :In'.: ,Ir dda~, ll':CUr.
C:lrly Jc[..:cIllln help, t:n,urc lha[ Jccoumahlhty fur IInpkmenllng t:hangcs IS
":'Iahlish.:d. '

\lul~ \1' hdp' bnng plllil:~ m:lk..:r, (/l J':"'11111\. BUI I\hal ,hllllid h..:
Jl'n..: ./lrer a 11.:"'llIn I' mad..: 111 Imrklll,,:01 .I n.:\\ prl1~ralll Ill' Illlldify ,Ill Illd
.In.: • E,":':U\l\":' .md .1Il.\I~ ,1\ ,h,IUld ':llnSIUa th.: Idlll\\Io~ approa,h.:,:

rh.:r~ 'I III h~ 1l1.lJl~ :1111":' in ,1.11.: .IIlJ 1Il1',II ~1"..:rnlll":Il" \lhl'n;1 prllgr:lI11
1Il.ll1 'h !, n"I'JI'd hUi :11:1': IIld ,1.llling :0 lllld..:n.l!..": !l ,m: IU!:lI.:d. l. nlllr·
'1I1l:II..:l\. :h.: ··,llm!..I.:" ..r ",:r.l,h" ,11l<J1~'I' Ill.lI h.: til..: 1Il0'l ,·llnllnlllll1l..:thlld
:,,1' ;n,,,l ~I1I.:rnlll'·Il" t nd..:r :h..:,.: ;lrUIIll'I,IIl'':'. 'I .1 III rrt\l1al1l~ h.: 11,,
:".n:. 'II 1111111 Ih..: illlllll'..:r ,.1 .lIt.:rnalll':' ,:,'n'ld..:r..:J. III ll'': ,!:lla ~h<JI .11'':

__ lIm:IllI~. Ill' .11 1.:•• '1 t.lUI':;'I~ ..11:111:101.:..mJ (II J'l ,l 1..:" '\'ll1pr~h':Il'I\~ ,LIld

:111 lrPllgh .mal~ 'h.
UI ,'lUI"': ..1Il} ,UUl ,h,'rlI:UIS will 'M:a"~11 :h..: all.lly,b, .1IlJ thl\ ,h'll1IJ

;''': ,p":':!lll:all} nlll..:J illlh.: .1I1.1Iy'l\ r":l'llrt, 13U1 ~\":Il "'1UIl:I\I':" ,lUdl':, ,hpuld
J!'I'I} Ih.: ha'lt: .lIlal} 11'''11 pnnt:1p!.:' .Indlllilb Ji,.:u"..:d 111 .:hapla, J lhrtlugh
- Lllnll.:d lim..: and r.:,"ur.:.:, ,II''': 1)(1 ..:\<.:U,..: :111' n.:~I':I:ILIlg Ih.: ba,,,"
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• 1:1-: .1.11.1 .h:,·d....: '11 '11.11.-: ,lIllll'l.'lll·n'll ... 111.111 .... ' . Illr "\.IJ'::'k. :11'
,dUildllllll lit) ..·.I\.I} ..1I.. dl[~ ... :'n~""h...li "hdrd\.:\.'n"':IL'" Ifh.! ..'lllh.lltl"II-.:'': lIlI .

•1\~lIiahh.: ,11 )11 1.. ' Illll.·:.:tlll~ .1~ ...'nL·h..·",

Stlm~ ,.1' Ih~,,: prohlCl1l\ ar... IIlh.:r...m 'lh'IJ..:IC'. \ 1,111 Y, him ~""r. ,·.In h...
r.:tluc...tI ....v.:n If 'lilly Jr.II..1u,lIly. FlIr .:~ampl~. Jala nn fa..:tlil~ el1ndllilln ..:an
h~ IIblarnctl. Ihe \'arillu, Jnalyllcallllllb ,ul'h .1 .. Ihtl,~ di'l·U".:J rn lhl' r"'pilrt
...an h... !ncd .tntl rdin.:J ..JJld :mpfllh'm...nh ..lIl h... lIIaJc In 'h.: ,"II1Il1Um.
-:alillns bClwecn Ilpcrarrng ••gcnl:les, .:.:mr;ll rcncw pCf\llnncl. JnJ elc..:!cd
Illliclals.,

The rcmall1ing I:hJplCrS ~eck 10 help publil: pcr\onnd rcduce rhe'c
llb~ladcs.

~7

I Fur mure JelJdS un VJnou. le,hOleJI pru,eJure~ lur progrJm JnJlv,is ,ee ,u,h works
.IS Hugh J. "It,er JnJ EJwJnJ S QuaJe. eJuor,. H"",II,,,,,A 01 5,,/(,", ~IIl/I"" I\lew Yurko
\lnnh.HuIlJnJ, I'IK51; (ilanJUl1leOl<O ~IJJune JnJ EJwarJ S QUJJe, eJuor•. PIIII/lls "I· IlIoIl,'"s
,~ew YlJr~: Juhn Wiley & Sun" l'IlllIl. fheud"re H. P,,,,ler. PIIII/1< P"'~,,,m ~II,"\ III 11'1'/11'I1
R(,("" 11 J/dlwJ, IBalll/llure. \Ial' lanJ. rill' eNII Pll~ Pr.", I'I~l! I: Edllh Slu~ev Jnd RII hJrd
Z.,khau.er..~ Prtmall/' PIIIl/ V ',111,,11'>1> I:-Jew ·Yurk. WW \lunon Jnd Cun;pany. I··-KI
\!Jrhew B, Miles JnJ ..... MkhJeI Hub<:mlan. Qllllltlu"'" Duw ~IIUI\I1S IBeverly 11111>. CJh
lorma. Sa~e I'ubh,allon•. I'JK·lI. J"hll J CIJrk. Th,'mas J Hllldelanv. Jnd Rub<:n E Pn"hald.
CUl'fttJI8~J~(/m~rEnglewood Cliff,. :"lew ler,ey. Prenllee·I!JII. I\li'll: .InJ Shillmu Reulhnger.
Trlhlllqlles Ju, Proje..' AI'P'<J/ftJl lind" Unurt<Jf//IV IBaillmure, ~arylalld: publbhed lor The
World Bank by lhe Johns HopkinS Umver>lIY Pre's. 1970),

rhu, lar ", ... h,j\': "'lllpha'll...J Ih... 10k, .IIlJ r""plln'Ir.i1I11l" "I ,l"'l'I'u'n
111,11-..:1" III ... :trr~ll1~ ,lUI 'lI'·l.:"lul pl,'~r,1I11 ,1Il.d~'':, C:'....n "llIh tn,· ,upp"n
"I J .....:I'IIln 111.11. ", p.."gLlIll .111.11~'I' I' ,"11 Ir:tu~hl .., IIh .1i1ll..:Ulll':'. I'h.:
1""ll:llllll1;,! ~h.lpl r~ .Irc d.:lillCJ III ,lIdm;,! ~h....IIIJI~'1 In ..:"ndllclll1~ :11.: h.l'll:
',I':p' ,ll pn1gr.llll .111,11\"1,. E,llIhll ~ 1i,I.:J [:- 1'".11 -Iep'. \\ 1111 ... '11 ... :i.:m"'l1h
Jr... pr':,c'I1I.:11 J' .1 ,,'n ... ' III 'll:p" .lc·(U,j1 .lIl.ll~ 'I' 11'1I.i11~ IIll llh,', .111 ,nl ... rplay
.lItwng Ih.: 'l~P', ,u..:h a.. h."~lra..:kll1~ (l! r.:llnc ,lr r~J"'llO'" Ih... pr'lhkm. tLl
,p.....:ify JdJillllnal dl.:nl groups. Ilr In pll,e .ldllllllllWI ':1.lIu.lli<ln .:nl... nol.

rh" .:haf'l r Ji'l:u"c, Ihe tiN lil~ ,l':p': Jclmmg thc pr<lhlcm. Idcn·
llr'yin!,! ,lhICCII\ ,clc":ling cvalualllln .:nl ... na. ,p.:..:tt~ Ill\.! dlenl ;!fIIUp". Jntl
:d.:nlltyll1g Jh.:rnalive,. In consltlcnng lh.: ,Ugg""ll'lIl' 111 dupler...\ Ihrough
7. II llIay he hdpful III rckr 10 lh~ thrce .:~alllpk, ,If JnJly,.: .. ,ummanl.:ll
in ,lppenJlx A. anJ the I:hec~lisl Ill' lc..:hlllcal ..:rll<:n:l tor ,Me~~in~ prll!:!rall1

.IIlJlly,c:s in .lppenJix C. I

Chapter 3
Improving on Crystal Ball Gazing:

The Basic Elements of
Program Analysis

BEST AVAILABLE copy

\1 '".r".II·k .j \I~ \'I'i"l '.,1 1.1\' .....,'il '.1-..·Il,." "1 \"l

• 11h.·"JlII;\r:L.d·... ,h!,lrll ... III~"ll\.h.:hl.:'lllnd~I(.lh ...•.Ifl.tI' .....> '1')!"It'lh
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• rhl"'" p,Uh "I In....lIlah", Ih.1I r,·qlllr... rr,'j ..:t1I\1h "l 'h ... !1Il11l'" hal':
IIn,lI... ·.I ...ak/ll·" ..." ,I' .J,' .In~ .1Il""lIf'" :11 It'r...,a,1 :h r'lllllr... 1:n"!lIdln~ ,( lIlk.
ILlr~~1 ~l"O'l'l'Utl'h or ~P\ICl'tltHl' \)1' Ih~ ~l'nnI1111~ f"r ':\L'n ...~. ,,:r:li :n~)n(h ....

I\-'f lhH1~ .)n~ II,. I1h)l~ :....\If't. HUt) 1I1~ :'LJ(lIr~1

• ('pcr.III1!!! .I~ ... n,~ P"'",ollJld. flarll'lIl.lrl~ .1/ Ih....op 1.:1..:1. ,r.: lIn.I'
_lhhllllc':! :11 'lI,h 1II.Ii,I'I' .111.1 .hl 11.l( ;'c'r,,·I\ ... Ih lI'c ,Ind .10111\

• 1"~lIcr·;.:\cl dl:l,I.I"- :)I'lh .:111.:1 -:\,',:111',': '1IIi,'-:" .Ind .111,':' ::.-,'!,·d
"1t1'Jal,. 1.11 ... ;lol :n'I-"" ..n .,1': "'ltlrr:I.:ll.,n :..1' ,lilldl h... ,.11.11"'" .1'-:
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• 1:1 ,'n '.1 hc'n 'lich JII.Ii~, 'c', .11'''' IIndcrr,l~l'n .lf1d .If... ,"h'':..lll... rtil '1.111'
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18-4 Bl"DGETI:\:G: GO\'ernmem Budgeting
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I
GOVE:'R:S~EST Bl'DCETISG

Budgeting may be described as the art of living
within an economic constraint. Virtually every or
ganization or individual has economic limits im
posed on what it wants to do: exceptions are the
poofessional ascetic or the sailor ship'vreC'ked on
an abundant island. Budgeting, however. may be
passive or active. A traditional subsistence farmer
will undertake the same production program year
after vear and alwavs wants to consume more than
he h~s of everythi~g he produces. On the other
hand. a modem commercial farmer has a number
of alternative ways of employing his resources and
actively chooses among them. In an organization.
the process of budgeting is almost necessarily active
and explicit. since the very nature of an organiza
tion is ·that its decisions result from the interaction
of a number of individuals or groups. This articl.e

is concerned 'with government budgeting, but Jt
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dec3.des of ~he twentieth century the state pro
moted Buddhism extensh'elv in Korea, for the
purpose of pac!i\"in~ the conquered territory. while
at the ,.1:11C tIme it lntensJfled st:ue Shinto te3.chit1~

<It hOJlle. in support of nation.llisl .lims. Durin:; the
prewar mJhtary take-o\'er and the subsequent
e\cnts leading to World \rar II it is difficult to
find signific;lnt eX3.mples of systematic politic:.lI
criucism from Buddhist le3.ders.

H')WC\·er. il\ ;Jhilosophy the fusion of \\'estern
c.ue~o!les Wilh lhe Buddhisl world \'iew produc~d

some remarkJ.bly creative syntheses. as exemplified
in the works of such men as ~ishida Kitaro and
Tall<lbe HJjlme. EquJ.lly si!?;nificant has been the
influence in the ,rest of D. T. Suzuki's interpre
tations of Zen teachings. particularly in correlJ.tion
with certain dimensions of existentialist philosophy
J.nd psychology. Japan in the postwar situation is
an extremely complex matrix of cultural ferment.
within which Buddhism appears in many new
forms. It rJ.nges from the radical sectarianism of
Sokol Gakk.:1i. which blends intense devotior. Jism
with mllitJ.nt political goals. to the subtle histcr:--aI
reflection and self·criticism of intellectuals r:;'e
lenaga Saburo. Ienaga sees in the history of Jap
anese Buddhism-particularly in Shotoku and
Shinran-e'vidence of its transcendent universalism
and capacity to cut through traditional forms with
innovating power; but this is paradoxically mixed
with an easy accommodation to the givenness of
the world and a loss of critical tension, \'tith
worldly institutions regarded as inherently illusory
and unreal. lenaga's powerful critique of Buddhist
tradition is itself a manifestation of the pristine
ideals of prophetic negation, self-reflection, and
reconstruction which the earliest teaching con
veyed. For Buddhism throughout the world, it
suggests the presence of the power of spiritual
renewal and transcendence which continues to
speak therapeutically to the human situation even
as it seeks to re-create itself to meet the pressing
challenges confronting all the ~aj.or religions,
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is L;~dul to rec.lll tholt. In their budgetJry processes_
:;0\ .:-mments .lre reflecting the perY<1slve need to
.lllc(.ue SCJrce economic resources. [FuT CQI/S1LIIler

bllc!·wtlng. ~t!e (o:"s C;\1 ERS_ 'iTt/cll! 011 CO:" 5 l';\1 p

T10:" LEYELS A:"D STA:"DARDS I
.-\ gO\-ernmem's budget is usually. and .llmost

ne·.essarily _ its onlY comprehensl\'e pro%T3.m of
:lct:Jn for the period to which it reIJte~_ This :s so
!_k·UUS': :l pro:,:r.lm c.mn'Jt oe cn-,tJl!Ized :':r!~:l the
qUt ,;rOIl of COSt is t"ken Into account. and \"irtuaiIY
e\-l n thing a ;o\-ernnll:l1t does CC~!~ meney. The
ch.lr.lcter of the adminIstration of Justice. for in
stance. depends critically on the amount of money
~"ent on judges. prosecutions. and policemen. In

e l"nited States. \'arying political attitudes wward
the antitrust laws find concrete expressIon in the
apprQpriations made to the Department of Justice.
The importance of the budget is clearly recognized
in c'-,unrries with the parliamentary system of ZOy

erm::,~nt. The in\'ariable British tradition is that the
gO\'e~:1ment t' execuri\-e) :esigns if its budget is
defe !ted in Parliament.

Tie process of decision making that results in a
bud..:,~t. whatever its complexities. COntains three
necessary ingredients: (1) determination of the
Yan~:v of pohey objecti\'es the gO\'ernmem inrend~

to pursue. such as defense. education. or lawen·
forcement: (2) estimation of the cost of pursuing
each of- these objectives in varying degrees; and
(:3) oln assessment of the willingness and ability
of the public to pay for the go\-ernment's program
as a whole [see Pt:BLlC EXPE:-<'OITURES; TAXATION].

No government can exist without a policy. even
._..Jugh that policy may be largely passive. In the
world contemplated by the English classical econ
omisls, government should restrict itself to "essen
tial functions" in order to give maximum scope to
private enterprise. Its budgetary problem would
then be to determine the minimum cost of per
forming those necessary functions and to raise
the taxes necessary to pay for them, while inter
fenng to the minimum extent with private 'capital
accumulation.

The task of modern governments is far less
simple. Although classical considerations impose
rest:aints on their action, governments are con
cerned with the acti\'e pursuit of goals that require
expenditures for their attainment. Governments of
today are preoccupied. in different degrees. with
defense. development. and impro\ing the economic'
Welfare of their citizens. The way in which these
Object~ves become formulated varies widely among
COUntries. depending on their form of government.
A., Clutnorilarian gov"rnrnent can select its objec

-tives ;;nd aS5ess the~r relative importance with
minimum reliance on the consent of the public. In

~ democratic society. the process is far more com
plicated. (on~ent to gm-ernment policies is ghen
or withheld In free elcowns and ,he zoals estab
lIshed by ~O\-en1nlent result lar:;ely from ideJ.s and
opinions that emerge trom the whole society and
.lre impressed on gO\-ernment by the groups .1cti\·ely
Interested. But. one WJy or Jnother_ a government
does :lcquire a set of obJecti\-es .lnd some ide3. of
the rel,ui\-e ,,-eight to be given to each.

The extent to 1Il1lch ..In objecti\-e should be pur
sued_ or whether one should be preferred to an
other. will depend on their cOSts. In a "classical"
world. where governments were supposed to per·
form minimum functions. the question of costs
could be approached bv fairly crude methods.
Finance ministers and officials won their reputa
tions by frustr3.ting the operation of Parkinson's
Law. Treasuries acquired their reputation for sa~ing

"no." In a world of nuclear weapons. space flight.
and economic de\·elopment. the questlon of cost
estimation becomes \·3.stIy more imporunt and
difficult.

Finally. governments must .lssess the \\illingness
of the public to pay for government programs-to
pro\ide money. in the form of taxes or loans. that
could have been used for something else. To \\in

acceptance for its budget the government must
persuade the legislature or the electorate that what
it proposes is worth the cost.

The essential ingredients of the process of budg
eting under "ideal" conditions can then be sum
marized:

( 1) If the relative importance of spending
money in pursuit. to varying degrees, of the dif
ferent objectives can be ascertained. the govern
ment can prepare a series of ~optimal budgets." For
any level of total e"'Penditures it can determine the
best mix of its various programs. The mix, say
between defense and social welfare. will normally
vary with the size of the h},'Pothetical budget. It
will also vary materially among countries. ,

(2) The government can determine the method
of paying for budgets of any given size that is
least burdensome from economic and political
points of view. It can thus estimate the cost of any
of its hypothetical budgets in terms of private
goods. I

c (3) The information provided under (1) and
(2) proyides the government with a basis for
weighint the benefits to be derived from expendi
tures against the costs of expenditures, and hence
for selecting a particular budget.

Traditional approach. In practice, governments
have attempted to organize themselves for budg
etary purposes by attempting to make a basic
distinction between ~policy making" and ~finance,"



186 BL:DGETI:\G: Goyernmenr Budgeting

BEST AVAILABLE COpy

Policy mJ.kers decide what ought to be done.
Financial agencIes assert their \'iews on how much
the :;o\-ernment can afford. There remains the task
of J.chle\lllg J. compromlse oet:'-t:en the twO ';Iews
and producmg J. budget. In most go\·ernmems. thIS
third function is also consIdered to be within
the pro\'Jnce of finance. The budget is usually the
immediate responsibility of the chancellor of the
exchequer_ the minister of finance. or the treasurer.
as the case may be.

In countries with the parliamentar:. system of
government. particularly in countries whose insti
tutions are of British origin, policies are decided
on by the cabinet in the general political context
that obtains and are endorsed by parliament in
legislation. Budget requests are submitted by the
departments to the treasury. which produces a
budget that allocates the total among the \'arious
activities. That total is arrived at In the light of the
difficulties of financing it. The budget, prepared by
the treasury. is then discussed to varying extents
by the policy makers in the cabinet. which may
accept or re\'ise the treasury's budget as an ade·
quate expression of the government's policy. The
outcome depends on the relative strengths of the
treasurer and other members of the cabinet in a
collective bargaining process. It is fair to say. how
ever. that the cards are stacked in favor of the
treasury. ;;";ot only is the treasurer the authority on
revenues. but he is more completely informed on·
the entire expenditure program of the government
than is any other member of the cabinet. When the
budget has been appro\'ed by the cabinet, it is sub
mitted to the parliament. which must virtually ac
cept the budget or dismiss the governmen t.

In the United States Congress, the three steps
in the process are explicitly recognized in the
parallel committee structure of the House and
Senate. Authorizing committees recommend legis
lation that both declares policy and authorizes ex
penditure. Moreover, committee hearings and re
ports constitute "legislative history~ that establishes
policy in more informal ways.' .

The Committee on Ways and Means of the
House and the Senate Finance Committee are the
bodies concerned with recommending ta.x meas
ures. The traditional rule in the United States is
that the entire budget be covered by taxation.

The task of budget making is assigned to the
appropriations committees. which renew estimates
received from the executive branch in the light of (
the objectives declared by Congress and the avail
abilit~' of revenues. In practice. however. revenue
considerations are implicit rather than explicit in
the work of the committees.

Before 19:21. the Congress was the main budge:.
making body in the COlted StJtes_ The executlve
departments submitted theIr estimates to Congress
with \'ery little coordmatlon bv the executive
brJ.nch_ In th.1t yeJr ho\\ever. legJsIJ.tlon reqUIred
a smgle executive budget to be submitted by the
president and set up a Bureau of the Budget to
prepare it. In line with traditlOn. the Bureau of the
Budget \\'.lS :0 be located in the Treasury. In 1939.
ho\\-ever. thIS J.mbigulty was remo\ ed. and the
Bureau of the Budget \VJS transferred to the ex·
ecutlve office of the president. His personal re
sponsibtlity for the executi\'e budget was thus
unequivocally established.

The Bureau of the Budget has no independent
authoritv. It is a staff agency of the president.
Cnder this system. the Treasury is concerned with
the revenue side of the budget. The president. in
making hIS budget. weighs the claims of the de·
partments against the reluctance of the Treasury.
However. both the claimant departments and the
Treasury are supposed to reflect the policy of the
president. He is thus policy maker and budget
maker. In principle at least. the distinction between
policy making and finance has been blurred. Prac
tice has been steadily catching up with pnnciple
The Bureau of the Budget is slowly becoming in
creasingly concerned with policy as well as finance.

The distinction dnwn between policy making
and finance is unfortunate, It conveys the impres
sion. reflected in practice. that a financial agency
is concerned not with policy but merely with costS
and revenues. In fact. the statement has frequently
been made in the United States that the Congress
determines what ought to be done. and the budg
etary problem is to translate that policy intO
financial terms. In this view. the budget should be
a document that merely expresses the minimum
cost of doing the government's business and gives
explicit directions to the executive agencies \o\ith
respect to the personnel they can employ. the
automobiles and typewriters they can purchase.
and the buildings they can construct. Its preoc
cupation 'is with the means to be employed rather
than the ends to be accomplished. .

That view of the problem might be adequate 10

a simple society in which each agency of govern
ment performed well-defined functions to some
specified extent. For instance. it might be finnl)'
established policy that the post office make .~
mail deliveries per day or that there be a prescn
r.umber of policemen on the beat. In the defense
area. planning was long lomilld.ted by the c~~cep~
of absolute requirements. :Viilitan- men by rnl!itar:'
methods were supposed to be ~ble, by applying
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planning factors. to determine the number of me:1.
\\ eapons. and ships Jnd the amount of food and
clothing needed for the "defen5e of the country'
If all thiS were possIble. policy throughollt !he
g'Jvernment could be definitely determined. Budget
makers would then review COSt estimates submitted
by the departments. cut out those costs that they
deemed unnecessary. and then rai5e the revenue;;
needed to finance the resulting budget. The process
t::us becomes a highly simplified special case of
the more general theory of budgeting set out above.

Problems. This simplified view of the matter
h.1s never been more than a rough approximation,
although it still underlies much budgetary practice.
Treasuries ha\'e never accepted a mIlitary view of
absolute requirements. Sometimes to the benefit
and sometimes to the detriment of the country,
they have cut military strength below the le\'el
deemed necessary. They have also cut the number
of mail deliveries or the number of policemen in
oder to relieve the burdensomeness of taxation. In
tb~se activities they have, in the guise of a financial
O! ~ration. assessed the relative merits of defense.
pt..stal service. and law enforcement, and at the
s,;;,me time compared the absolute merits of these
programs with the burdensomeness of taxation.

:'\evertheless. much of the distinction between
pelicy making-and finance could be preserved if
the policy makers could give adequate instructions
to treasuries with respect to the policy decisions
the latter have to make. This could be done if it
were possible to measure government programs like
iefense or welfare in precise quantitative terms.
If, in addition, the policy makers could follow the
economics textbook and draw up social utility
curves of their programs, they could give precis;;
instructions to the financial officials. If the latter
could determine the costs of carrying out the dif
ferent programs to varying extents. they could draw
up the array of optimal budgets referred to above
as a reflection of policy already determined, There
would remain, however, the policy question of
Which optimal budget to select. That wOl.11d require
a policy decision.

The task of physical measurement of major
programs. to say nothing of measuring social im
portance, is out of the question in any precise
sense. Consider education as an example. At first
sight it might appear that the numbers of students
taught might serve as useful indicators of. me
quantities of school and college education pr"vided.
But although the numbers of students axe an'im
portant dimension of the problem. it has other.
dimensions. such as the number and quality cf
teachers. buildings. and eqUipment. Even if ill

measurable infonnation were assembled. the edu
cational value of it ail would have to depe:1d on
oln exercise of human Jud~ment. :'\e\ ertheless.
,ome unit of mea;;urement :~ needed. and for major
programs or program subdl"lslons. there seems to
be no unit of measurement as satisfactory as money
cost. In considenng education. fer instance. the
question to be asked is not. How can a gi"en
amount of education be achIeved at mimmum
cost? It is, rather. How can a ;fwn sum be spent
on education in order to gIve the best educational
results, under conditions in which education itself
is not precisely defined? Although all available
quantitative and qualitative mformation should
be brought to bear on the decision, uncertainties
concerning educational values render an element
of human judgment necessary. The process of de
cision making should be organized so .lS to make
this judgment as informed as ?ossible.

What policy makers should do is conduct intel
lectual and practical experiments to determine the
benefits of spending money In alternati\'e ways.
Can expenditures be shifted benefiCIally from
social welfare to defense or \ice versa. or can they
be shifted usefully to alternam'e uses within the
areas of defense and social welf.lre. Difficult though
such comparisons may be. they would be intellec
tually impossible without using the common de
nominator, muney. Thus, policy making penetrates
far into the area traditionally assigned to finance.

Proposed solutions. The world survived for a
long time wiu'l traditional VIews of the distinction
between budgeting and policy making, But modern
governments, preoccupied as they are with defense,
development, and welfare, are commg LO recognize
that budgeting and policy making are part of the
same process.

In the United States, in particular, efforts are
being made to adapt budgetary methods to modern
requirements. in consequence, conventional meth
ods, particularly in the defense area, are being
replaced or supplemented by Uprogram budgeting."

In view of the world.wide interest and concern
with economic development. investmem budgeting,
too, calls for special attention. In one respect in
vestment is different from other government pro
grams: the ends LO be accomplished as well as
the means employp.d can be expressed in economic
tcrm,;~ The problem of investment cmeria has
evoked l'xlensi"e di~C'ussion. All that c:?n be done
herc' is i.O· indicate the maiT' p.inciples involved
and the relation of a government's inves,mem pro
gram.to other components of its budget.

A f!.:rmer IrnJ'C'rtant contemporary Foblem is
the .asse~snll::n~ of the l::conomic impact of the
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budget. \vnen budgets were small in relation to
national re\'enue, the problem of financing them
could be regarded as largely the political one of
overcoming the reluctance of the public to pay
taxes and ensuring reasonable standards of equity,
In the United States in the latter pan of the
nineteenth century the problem was even easier
than that. Customs re\'enues were so plentiful that
the problem of the federal gm'ernment was to
avoid a surplus, which, if allowed to occur. might
ha\'e led to a reduction of the tariff, :\t the present
time budgets are so large that the methods of
financing can have marked effects on levels of
employment, income distribution. or economic
growth. Consequently. simple rules of finance are
gradually being replaced by analysis of the eco
nomic impact of the budget.

Program budgeting, For the budget to serve its
purpose as a policy-making instrument. it must be
prepared and considered in terms that relate di
rectly to the policy objectives to be furthered. This
means a reversal of traditional practice whereby
budgets are designed to allocate money to re
sponsible administrative agencies. In some cases
there need be no conflict between program and
administrative objectives, For instance. .the money
appropriated to the post office is. or should be. the
same thing as the 'cost to the government of the
postal program. (Even this statement, to be true.
requires that the post office pay what may be other
government agencies. such as airlines or railways.
for carrying ·mail. This is not universal practice.)
In other cases thE're is a clear conflict. Tradition
and administrative effectiveness require that the
army, the navy, and the air force be maintained
as separate services; yet important defense pro
grams require the cooperation of the three services.
Budgets for the separate services clearly fail to
indicate the capacity of the services to perform
a combined operation.

At tirst sight, it might appear that program budg
ets couid be extracted from administrative budgets.
But this practice would fail to do justice to
the t.:entra! problem of obtaining maximum pro
gram advantage from a given cost. Administrative
budgets are necessary. but they should be derived
from program budgets, Governments are only
slol'/Iy t:cming to realize this point.

Prugress toward a program budget has been
most noticeable in connection with the .defense (
budget of the United States in the early 1960s. The
convclltional deienSE budget has been submitted
for each of the services and for the Defense De
p:Htr.:en: as·:!. whole. in the following clltegOries:
military personnel. operation :3.nd maintenance,

procurement. research and de\·elooment. militarv
construction. and CIvil defense, These categOrie's
are designed essentially from the pOint of \iew of
effective admInIstration vf the DepJ.rtment of De
fense. and they tell very little about the relation
of the defense program to the varIOUS missions it
is supposed to accomplish. :\lllitary personnel of
the air force. for instance. includes airmen on
missile sites in Colorado 3.nd "irmen in Laos. and
the same holds for the other categories. The in
formation contained in the ccn\'ent:onal budge:
does not permit the reader. including members of
Congress who have to re\ie·.... it. to form any ade·
quate idea of the program for the defense of the
l'nited States itself. Reviewers therefore ha\'e to
take the word of officials concerning the strategJc
adequacy of the budget and confine their specific
review to small details that are likely to be irrele
vant to the major issues. Yet their decisions have a
vital bearing on strategy,

The Department of Defense has met these dif·
ficulties by preparing an alternative budget in
terms of major "budget programs," These Include
strategic retaliatory forces, continental air and
missile defense forces. general purpose forces (the
army, the bulk of the navy. 3.nd the tactical air
force), sealift and airlift forces. resen'es and guard
forces. research and development. general support.
and chil defense. These programs. in turn, are
built up from "program elements." which consist
of complete weapons systems that contribute to the
program objective,

The reforms. however, have not been able to
accomplish a complete program budget at this
time. The objectives of general purpose forces can
not be indicated with the same clarity as those of
retaliatory forces. Transport and reserve and guard
forces represent administrative rather than pro
gram categories. With respect to research and de
velopment, especially research, budgeting in termS
of particular programs would presumably cause
needless duplication.

The program budget permits the Congress and
the president to address themselves to the im
portant questions of strategy when they review the
budget. ~Ioreover, knowledge of the costs of these
programs and program elements is an important
aid in the original process of strategic planning.
Defense in the modern world has multiple objec
tives: to prevent general war, to prevent or win
limited war, and to prevent or eliminate internal
subversions-so-called sublimited wars. Because
resources are limited. substitutions among pro
grams and program elements must be considered
by the strategic planners. It is exceedingly difficult
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to thmk in terms of shIfting a "unit" of general
purpose forces to strategic retaliatory forces. or
\ ICC vers.l. It IS easier. Jlthough still difficult. to

.:onsider the 'COSt dfecm eness" of ~hifting a bil·
:ton doll..lrs of expenditure from one program to

.lnother. .-\S .\ssistJnt Secretary of Defense C. J.
Hitch obsen ed (in a statement before the :\tilitary
OperatIOns Subcommittee of the House Committee
un Go\ernment Operations. July 2.5. 1962): 'The
Job of economlzin~ ... cannot be distin~uished

from the whole task of making miIltJ.ry decisions:'
The practlc.ll need to measure programs in terms

of their COSt has led to the new concept "cost ef·
fectl\'eness:' Studies of cOSt effectlveness attempt
to answer the question whether the purposes of a
program will be better sen'ed if J given sum is
spent in one way rather than another. To study
cost effectiveness in SImple situations may me.:ln
nothing more than to determine the cheapest way
'Jf performing some specific ~tnd well-defined opera
~ion. The more interesting cases. however. are
those in which expenditures in different directions
contribute in different ways to general and im·
preCIsely defined program objectives. Here a study
of cost effectiveness organizes the information on
the basis of which the decision maker must rr.ake
a judgment. Examples. arranged in order of the
mcreasmg importance of the judgment factor. are;
Will expenditure of an additional sum on sea·based
or land-based missiles more effectively contribute
to the retaliatory forces? Will expenditure on the
retaliatory forces or on air defense more effectively
protect the United States from attack? Will ex
penditure on strategic forces or on general purpose
forces more effectively contribute to the whole de
fense program? Will expenditure on defense or on
social welfare more effectively serve the interests
of the country? In the area of research. the prob
lem becomes vastly more difficult. if not insoluble.
Expenditures undertaken now yield unpredictable
results in an unpredictable future. Estimates of
their cost effectiveness may have to .reLy almost
entirely on experienced judgment.

Defense budgeting in the United States has beer.
selected for discussion because in that country and
.hat area of government acti..ity, the intellectual
problems have been most extensively examined
and faced. But the pl'oblems are pervasive, for
budgeting is essentially concerned with the task
of achieving a rational allocation of resou~ces

under conditions in which the objectives are im
perfectly defined.

Program budgeting calls not only for new con
cepts and methods but for the application of
human skills infrequently found in traditional

ministries Jf finance or departmental budget of
fices. Budgetary staffs. where\'er they are located.
should Include men of the hIghest professional
competence \\ nh respect both to the ends of policy
and the eCGnomic ,malysls of COStS.

lnz'estment vudgetzng Budgeung for economic
de\'elopmenc projects falls in a separate category
because the obJecti\'es of the projects can be de
fined In economIc terms. The problem :lIsa engages
partlculJ.r .u:e:ltlon. not only because of the world·
wide intereSt In de\·elopmem. but because It seems
to be soluble by objective economIc calculation.

From the POInt of view of the whole economy.
the benefits of a development project consist of
the contributions to the national income of the
country that the project will make during the
course of its life. which may be very long. In this
respect. a public project is no different from a
private project if the latter is considered from the
social pOint of \iew' if the indirect benefits and
costs to the economy are taken into account in
addition to the direct returns from it. On the other
hand. if as is sometimes appropriate. the public
project is considered purely in terms of the direct
monetan' returns from it. the problem is smular
in prine:. pIe to that faced by the private imestor.
In eIther case. forecasting the distant economic
future is notoriously d!fficult. Although there is no
escape from makmg the attempt, the great uncer·
tainty surrounding any estimates should be explic·
itly recognized. The evaluation of a project can be
attempted by estimating what may be termed its
economic "efficiency.~ Following Keynes, the effi
ciency of a project may be defined as the rate of
discount which. when applied to, future returns
and future costs, will equate the present value of
returns with that of costs [see I:-;VEsTME~TI .

If the government assumes control over the en
tire investment program of the economy. both pub
lic and private projects can be ordered in terms of
their efficiency and priority granted to projects in
that order. (This statement assumes that the effi
ciencies of various projects are independent of one
another. This assumption may be a fair approxi
mation in a developed economy with free access
to foreign supplies. It may be far frem adequate
in an underdeveloped economy in which the effi
ciency of an automobile factory depends on the
existence of a steel mill.)

If the total supply of saving is known. the total
inv~stment program should be such as to absorb
that supply; and the ~rate of inteiest" will corre
spond to the efficiency of the lowest. priority project
undertaken.

This account of the m::.tter. howe·ler. ignures the
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critical factor of uncertainty of the estimates of
future yields and COSts. A.llowance for uncertainty
must be made either as J deduction from the m€:lS
ure of efficiency or as an increase in the rate of
interest to be compared with the efficiency of par
ticular projects. The latter is the more common
approach. and it is sometimes ar;ued that differ
ences in the structure of rates that appear in the
m.lrket Jre an adequate assessment of the risks
and uncertaintles that surround the investment
projects of particular classes of borrowers. This
point of view is not generally shared by prh'ate
business. The rates of return that are used for
internal planning purposes are normally much
higher than the rates at which firms can borrow
in the market. In government. however, there is a
persistent tendency to regard the rate at which the
government can borrow as that which should be
applied in assessing particular im'estment projects.
That rate is thoroughly inappropriate for the pur
pose: it is normally lower than other rates. mainly
because the entire creditworthiness of the gO\'ern
ment IS behind its loans. but also partly because
gO\'ernments are able to adjust the loan market in
their favor. It is safe to say that the rate with which
the efficiency of a public investment project should
be compared is normally higher than the r ,te at
which the government can borrow.

If it were true that the flow of saving available
for investment in public and private projects were
fixed, budgeting for public investment could be
separated from the rest of the budget and dealt
with as a matter of allocating investment among
public and private projects in the manner sug
gested above. In fact. this assumption is the basis
of the common practice of regarding public loans
as the normal source of finance for public invest
ment and taxation as the normal way to finance
current expenditures.

That assumption. however, is unwarranted. The
Row of saving is affected by the government's poli
cies with respect to current expenditure and taxa
tion. The flow of saving is increased or decreased
if taxation exceeds or falls short of expenditures.
Furthermore. a balanced increase of current expen
ditures and taxation will reduce saving, for taxa
tion inevitably reduces private saving. An increase
or decrease in total saving will lower or raise the
structure of interest rates. including internal plan- (
ning rates. which affects the rate of investment,
public or private, or both. Hence. investrnem buug
eting cannot be regarded as a separate operation.
Current government expenditures compete with
public investment expenditures. and both compete
with private consumption and investment expendi-

tures. The gm'ern:-llent must make a political choice
belween its desire for futUre development and its
desire for benefits of defense welfare. and law
and order. •

As a further complicJtion. the gm ernment's can·
tribution to economIc deYelopment C.lnnot be iden·
tified with public In\·estment. As governments are
comin~ to realize. expenditures on current items
such ,15 education or public health are equally
rden.nc. Defense programs can yIeld Important
by-products in the form of technological knowled~e
that can be applied throughout the economy. They
can also withdraw technical skills from employ
ment elsewhere.

Economic zmpact of the budget. Go\·ernments.
traditionally. ha\'e applied some simple rule of
thumb to decide whether the budget as a whole is
worth its cost. In the Vnited States the rule has
been that totJI expenditures should be covered by
taxation. Other governments use the rule that cur·
rent expenditure should be so co\·ered. while capital
expenditures should be financed b~ borrOWIng from
the public. These rules are honored by their breach
as well as their observance. They are ine,itably
broken in times of depression or war. when gov
ernments borrow for current purposes. but the
rules persist as guides for normal prudent govern
mental conduct and. indeed. may serve some useful
purpose in a comple.( political organism. Neverthe
less. governments are gradually recognizing the
need for a more comprehensive and rational ap
proach to the question of economic impact. Reflec
tions of modern economic theory are gradually
appearing in budget documents, and many govern
ments issue statements of the national accountS
together with their budgets. These statements im
ply that the government sector of the economy
should be considered in its relation to the entire
national economy. This, indeed, is inevitable if
large development expenditures are involved.

In financing a budget of given size, the govern
ment should decide on the method of withdrawing
resources from the rest of: the economy that will ...
least impede the attainment of other ecollomic
objectives; or it may seek· to further other objec
tives. such las distribution of income, through its
method of financing. In deciding on the size of the
budget, it must seek a satisfactory compromise

. between the ends to be attained by the budget itself
and those other objectives.

The government C2:l finance the budget by taxa
tion or borrowing. Wheth~r taxation or boul·wing
is used should ciepend not on the char:lcter of gOV
ernment expenditures-whether they can be ciassi
fied as consumption or invE'scment- ·but on the



•

• BCDC:C:TI:\G: GO\'ernmem Budgeting 191

•

•

•

•

•

•

•

•

• I

e:tects the gO\'ernment deSIres to produce. broadly
:;?eJ.king. on pnvate consumption and mVestment.

In a fully emploved economy. the ~o\'ernment

'.\ lthdra\\'s resources from pn .. ate use whC'n it .lp
piles them to public use. Whether it \\ithdraws
them from pri\'ate investment or private consump
tion depends on how it compares the present with
the future. Borrowing mJ.inly affects private invest
ment, and finance by borrowing means that the
t'udget is bemg provided for at the expense of the
;rowth of the private economy. Finance by taxa
tion. on the other h.md. normally means that both
private consumption ~nd investment are curtailed.
although the relative degrees by which they are
curtailed will depend on the nature of the taxation
i:nposed. The appropriate combination of borro,..·
ir.g and various kinds of taxation can be deter
mined only by explicit recognItion of the objectives
cf gO\'ernment policy .,..ith respect to the private
e:.::onomy. The government may go further and. in
the guise of financing the budget. may actively
promote other objectives. For instance. it may levy
~1Xes in excess of tOtal expenditures and thus in
crease sa\ings that may be made available for
the private economy. Such action. in conjunction
with an appropriate monetary policy. can increase
the rate of growth of the private economy.

In a situation where resources are generally
unemployed and likely to remain so, the immediate
task of the government is not to withdraw resources
from private use to make way for the budget, but
to use the budget to increase both public and pri
vate expenditures. This it can do by borrowing
and spending funds that would otherwise remain
unused. So long as resources remCiin generally idle,
budgeting ceases to be a matter Qf allocating scarce
resources. Indeed, under su~h conditions budgeting
and economic life as well lose their rationality. The
objective of government through its budget or other
measures should always be to ensure that a condi
tion of scarcity prevails. Economic actiVity should
always be increased to the point where·it is limited
by Some scarce factors. Such faCtors may be labor,
particular kinds of labor, capacity in critical indus
tries, or foreign exchange. In a condition of scar
city, rational conduct is possibk and the aIlocative
pnnciples of budgeting apply.

Technical summary. The foregoing argument
represents an attempt to apply th.~ principles of
economic theory to the problem of )udgeting, with
minimum use of the language of economics. It may
be useful to summarize 'the central argument in
economic terms. Ii government activiti~s can be
expressed in quantitaLive' L.erms, the government
can draw up .. prcfen'lice map shOWing rates of

substituuon J.mo~g :ts various activities. If it knows
the relan\ e COStS of these acti\ities. It can then
draw up its serres of hypothetical budgets, If it can
produce from thIS infor:n.ltlOn Index numbers of
public goods. and also of pm'ate goods. it can draw
up .lnother preference map. consisting of a family
of indifference curves relatlng public to private
goods. With its cost informJ.tion it knows the rate
at which private goods can be transformed into
public goods. It can thus find its optlmum budget.
l'nder these circumstances there could be a clear
dinsion of labor between policy makers who deter
mine the indifference CUf\'es and budget makers
who determine the cost curves and make the
computations.

In practice. the construction of index numbers
for various programs would in\'olve enormous diffi
culties. Initial weights of the various components
would have to be determined. and the problem of
the changing mix of optimal programs would have
to be wrestled WIth. The relation of any index num
ber to what it was supposed to indicate \""ould be
subject to change. The SIgnificance of the defense
index would be affected by the capabilities of the
enemy. and of the health index by the prevalence
of disease. At all these pOlntS the construction of
an index would depend heavily on judgment. But
the construction of an index might give the impres
sion that objective methods were possible and that
the exercise of judgment was not necessary.

The same difficulties occur. in magnified form,
if an index of all public goods is attempted. On
the other side of the question, no index of private
goods foregone would convey an adequate impres
sion of the economic impact of budgets of varying
size.

Because a large element of judgment must be
exercised in any case and because the construction
of aggregate indexes for programs would not facili
tate that process, it seems clearly preferable to
work with the more familiar notion of money
optimally spent in various directions, wirh particu
lar stress on the'need for optimizing. (The standard
index approach. however. may be feasible in many
cases in solVing problems at the ~program ele
ments" level. just as it is in many other economic
problems, ) I

Consequently, the indifference curves should be
established in terms of given amounts of money
optjmally spent on various programs, on the total
government program, and on private goods. The
~ransformation curves then !limply become 45<1
lines. The processes of budgeting and policy mak
ing are thoroughly intermingled.

These conclUSIOns concerning ~overnmentbudg·
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etlng suggest that the standard theory of con
sumer oeha\ior might be usefully modified along
~1:nJ1.1r 11l1es. :\lthough a consumer. pI..lI1ning hlS

orcJkfas,. m..l~ b~ ,Ible to estabibh preferences be
tween bacon and eggs. the purchase of .l house
molY be a different matter. A consumer with a
ltmned bUd.;et may employ an J.rchitect to draw
up ,1 number oi pl"ns withIn hIs bud;et constr:t:m.
T11e purchJ~er then selects the pLm he likes mo~t.

he 111.,: not know whJt kind of house he W.1nlS

until he has inspected the alternati\'es a\-ailable to

hIm. Economics should be concerned not only with
the allocation 1)f scarce resources among altern,,
live uses but also with the discovery of the alterna
th'e uses to which scarce resources can be put.

ARTHUR S:'IITHIES

[See also Eco:-;o.\I1CS OF DEFE:-;SE.;
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BVDGET1:SC AS A POLITICAL PROCESS

.Budgets are predictions..They attempt to specify
connections between words and numbers. on the
budget documents and future human beha"ior.
\Vhether or not the behavior intended by. the
authors of the budget. actually takes place is a
question of empirical observation rather than one
of definition. The budget of the Brazilian govern
ment, for examI,le, has: long been known as M a

great lie" : Alionar Baleeirr; re;:lOrted by Frank
Shern-ood \\'lth lmle If am' cr;nnection between
wh at is ~p('m for '·,Ui..;t.:5 pur;;oses Jnd whJt :<;
contJ.Ined ill the form.!] document. Nor is ther::
any necess,1ry conneCllon ,:>et\\ fcn the budgets 01
SovIet (Berliner 19S7 I and AmerIcan (Argyris
1952. Sord &: \\'elsch 1958 I indUStrIal firms and
the expenditures they :-:la)..e or the .1ctlOns the\
take.

BudgetIn~ is con<.ernt:d Wlt;l the translation 01

fin ,.JOci..lI resources mto human purposes. Since
funds are limIted. J budget rna\' become a mecha
nism for allocating res;)urces. If eomphas:s is placed
on receh In~ the largest returns for J gi\'en sum
of money. or on obtaining Ihe desired obJecth'es
at the loweSt cost. a budget may become an instru
ment for pursuing efficiency (SmithIes 1955 '1. A
proposed budget may represent an organization's
expectations. it may contain the amounts whIch
the orgamzation expectS to spend. A bud~et m.1Y
also reflect I)r~anizatlonJ.1 JspiratIons. it may con·
tain figures :he organlZdtion hopeS to recel\ e undc·r
favorable conditions. Since the amounts requested
often have an effect on the amounts recel\·C'd.
budget proposals are often strategies. The total
sum of money and as distribution among '.arious
activities may be designed to ha\'e a fa\'orable
impact in support of an organization's goals As
each participant acts on the budget he receives
information on the preferences of others and com
municates his own desires through the choices he
makes. Here a budget emerges as a network of
communications in which information is being
continuously generated and fed back to the partici
pants. Once enacted a budget becomes a precedent.
the fact that something has been done before
vastly increases the chances that it will be done
again (Wildavsky 1964).

For our purposes we shall conceive of budget!:
as attempts to allocate financial resourc~s throueh

political processes. If politics is regarded as con
flict over whose preferences are to prevail in the
determination of policy. then the budget records
the outcomes of thIS struggle. If one asks who gets
what the (public or private) organization has to
give. then the ,answers for a moment in time are
recorded in the budget. If organizations are viewed
as political coalitions (Cyerc & ~farch 1963) .
budgets are mechanisms through which subunits
roargain over conflicting goals. make side-payments.
and try to motivate one another to accomplish
their objectives.

Viewed in this light. the study of budgeting
offers a useful perspective from which to analyze
the making of policy. The opportunities for corn-
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pJ..rison are ample. the outcomes are specific and
q'..;:mufiable. and the troublesome problem of 3.

unit of an..llysls with which to test hypotheses
tnere IS no real ..lgreement on whJt J decision con
S:5:S of -IS soh'ed by the \'ery n:lture of the tr::ll1S
actions m budgetIng. Although a major effort has
been made to coHect budgetary material from many
dIfferent countries. levels of government. and prJ
VJ.te firms. the results have only been fra~ment:lry

::It best. \'ery little is available in any language
on how budgeting is actually carried cn. From
Stourm's classic work on the budget (I 889) to
the present day. Virtually the entire literature on
budgeting has been normative in tone and content
'Smithies 1955. Burkhead 1956. Buck 1929; 193..;.
Willoughby 1918; 1927). Yet the glimpses we do
get of budgetary beha\ior in different systems sug
gest that there may be profound uniformities under
lymg the seemmg diversities of form and structure.

Rudget3r~' calcuI:uions

Decisions depend upon calculation of which
aiternati\'es to consider and to choose. Calculation
i:-.volves determination of how problems are identi
fied, get broken down into manageable dimensions.
al"!d are related to one another. and how choices
are made as to what is relevant and who shall be
t.:iken into account. A major clue toward under
stJ.nding budgeting is the extraordinary complexity
of the calculations involved. In any large organiza
tion there are a huge number of items to be con
SIdered. many of which are of considerable techni
cal difficulty. Yet there is little or no theory in
most areas of policy which would enable practi
tioners to predict the consequences of alternative
moves and the probability of their occurring
(Braybrooke & Lindblom 1963). Man's ability to
calculate is severely limited; time is always in
short supply; and the number of matters which
can be encompassed in one mind at the same time
IS quite small (Simon 1947-1956). Nor has any
one solved the imposing problem of the interper
sonal comparison of utilities. Outside of the politi
cal process, there is no agreed upon way of
comparing and evaluating the merits of different
programs for different people whose preferences
vary in kind and in intensity.

Simplificalion. Participants in budgeting deal
Vwith their overwhelming burdens by adopting aids
to calculation. They simplify in order to get by.
They make small moves, let experience accum'u
iate, and use the feedback from their decisions to
gauge L~C consequences, They use actions on sim
pler matters they understand as indices to complex
concerns. They attempt to judge the capacity of

the men in charge of programs e\ en if they cannot
dppr.USC the pciicies dlrectIv T!lev lTIJ.y institute
Jcross-the·board ·''':neat .1xe" '; cuts to reduce ex
penditure'" :.\'in~ on 0uu:rles fr.JIll Jffe([~d agen
des ,1r.d .J~,,-,reSt ,:;r2Ups t::: ~et ::'t:·m knQw if they
h..l\·e gone too Lu I \\"lldJ\si.-:; 196·1. pp 1-13).
Hospitdl boards in Great Bnt.1in. u:l:lble to deter
mme what costs should be in ,1:1 ,1bso]ute sense.
reiy on com:).1n~Qns \\ I:h :O:l1?Jr.l~';e :nsu:utiOI1S
County counCIls keep close tr.1ck of expenditures
~n only J re\\' m.lJor .lre.lS to (~t do\\ n (,n the bulk
of overspendmg. The tiIT:mg of new starts on
projects is used as J. ~implifying de\ice for regu
Lltmg total e~pe:1ditures. :\nother way local au
thorIties keep spending within limits is through
the practice of "rate ratiOnIng." or aI10wing com
mittees so many pence or shJllings of each pound
of Income I Ro\'al Institute .. , 19391, Industrial
finns use the ?Erce:ltage of total industry sales or
some percent.:~e of earnings on assets employed
before taxes .n setting bud?;etary goals. :\[any
organiz,ltions :.Ise the number of personnel as stra
tegIc control poines in limiting expendltures ' Sord
& \\'elsch 1958 '). Constr::unts are acti'.,:]v SOL:ght
as in the common practice of isolating' ?runabie"
items when looking for places to cut the budget
I Royal Institute, . , 1959. pp 115-116:.

Incrememal method. By far the most impor
tant aid to calculation is the incremental method.
Budgets are almost never actively re\;ewed as a
whole in the sense of considering at once the n.1ue
of all existing programs as compared \\ith all pos
sible alternatives. Instead, this year's budget is
based on last year's budget. with special attention
given to a narrow range of increases or decreases.
The greatest part of any budget is a product of
previous decisions. Long-range commitments have
been made. There are mandatory programs whose
expenses must be met. Powerful political support
makes the inclusion of other activitif''i inevi table.
Consequently. officials concerned Wll'h budgeting
restrict their attention to items and progr~ms..they
can do something about-a few nE'W programs and
possible cuts in old ones.

When a British Treasury official warns in 1911
against "the habit of regarding each year's estimate
as the starting-point for the next , . .:. (Higgs
1914, pp. 135-136) one can be sure that the prac
tice has become well established. Both the practice
and the complaints continue unabated in Great
BritJin (;\fitchell 1935; Royal Institute ... 1959).
Incremental budgetary c.Jculatiom. can be f.;;und
in such different places as Canadian provinces
(Mcleod 1953) and ~lichigan cities ( ....'here a
sample budgetary guideline to dcp::.wnenl heads

~q, .



•

BEST AVAILABLE COpy

194 BCDGETI:'\G: Political Process

reads. "Budgets should be for the same level of
serVIce JS the current ye:u unless a variation is
pre\'lousiy appro\ed ..... ~Kre5sbach 196:2.. p. ·t1;I.

Expectations of participants. Incremental cal
culations proceed from an existing base. By '"base"
we refer to commonly held expectations among
participants in budgeting-that programs will be
c:uned Out at close to the going level of expendi
tures. The base of a budget. therefore, refers to
accepted ?arts of programs that will not normally
be subjected to intensive scrutiny. Since many
organizational units compete for funds. there is a
tendency for the central authority to include all
of them in the benefits or deprivations to be dis
tributed. Participants in budgeting often refer to
expectations regarding their fair share of increases
and decreases (Wilda\'sky 1964. pp. 16-18).
Ar!r.'Tis r 1952. p. 16) quotes a supervisor as ob
serving that employees had a well-cie\'eloped notion
of a fair output. In talking about the Philadelphia
capital budget. Brown and Gilbert (1961) observe
that e\'erv department gOt a share because projects
were considered partly as contributions toward
keeping the departments going. The Widespread
sharing of deeply held expectations concerning the
organization's base and its fair share of funds pro
vides a powerful (though informal) means of co
ordination and stability in budgetary systems which
appear to lack comprehensive calculations pro
ceeding from a hierarchical center.

Coordination and supen'ision

The most powerful coordinating mechanisms in
budgeting undoubtedly stem from the role orienta
tions adopted by the major participants. Roles (the
expectations of behavior attached to institutional
positions) are parts of the division of labor. They
are calculating mechanisms. In American national
government, the administrative agencies act as
advocates of increased expenditure, the Bureau of
the Budget acts as presidential .seryant with a
cutting bias, the House Appropriations Committee
functions as a guardian of the Treasury. and the
Senate Appropriations Committee serves as an
appeals court to which agencies carry their dis
agreement with House action. The roles fit in with
one another and set up a stable pattern of mutual
expectations, which markedly reduces the burden
of calculation for the participants. The agencies
need not consider in great detail how their requests
will affect the president's over-all program; they
know that such criteria will be introduced by the
Budget Bureau. Since the agencies can be de
pended upon to advance" all the programs for which
there is piospect of support, the Budget Bureau

and the appropriations committees can concentrate
respectively on fittmg them into the preSIdent's
program or paring them down. If the agencies
suddenly reversed roles <lnd said themselves short.
the entire pattern of mutual expectations would
be upset. leaVing the partici;:Jants \\ithout a firm
anchor in a sea of complex.!ty. For if agencies
refuse to oe advocates. congressmen would not
only ha\'e to choose .imong the margins of the
best programs placed before them. they would also
have to discover what these good ?rograms might
be. Indeed. the Senate Appropriatlons Committee
depends upon agency advocacy to cut its burden
of calculation. if the .lgencies refused to earn'
appeals from House cuts. the senators would hav~
to do much more work than their busy schedules
permit (WiIdavsky 196-l).

A writer on Canadian budgeting (Ward 1962.
p. 165) refers to the tendency for an administrator
to become "an enthusiastic advocate" of increased
funds for his policies. When disagreements over
departmental budgets arise. as they frequently do
in private firms. the controller and the depart
mental representatives come to a meeting armed
to the teeth to defend their respecth'e positions
(Ar!r.'·ris 1952, p. 9 j. The same imerministerial
battles go on in Great Britain (Britta.in 1959,
pp. 216-21 'i), the ~etherlands (Drees 1955.
pp. 61-71), and the SOviet Vnion. where "serious
clashes~ arise when ministries and republics ask
for greater funds to fulfill their plans (Da\ies 1958,
p.184).

In a discussion which deserves to be better
known, W. Drees (1955, pp. 61-71) points out
that agency heads can defend the interests of their
sectors because it is so difficult for them to relate
their modest part in total expenditures to the
over-all budgetary situation. Anyt.hing they could
save through a spirit of forbearance would be lOO

small a portion of the total to make the sacrifice
wl)rthwhile. From their point of view, total ex
penditures are irrelevant.

The role of guardian or defender of the treasury
apparently did not come naturally. In the early
days of public finance in France, "Financiers ap
propriated to / themselves without restraint the
spoils of the nation. and used for their own profit
the funds intended for the Treasury; the only
restraint lay in the fact-that when their plundering
/exceeded the measure of toler:lnce the'! were
hanged. It was ~ summary procedure of 'control
a posteriori . .." (S~ounn [1889j 1917, p. 536).
It took centuries to develop a finance minister like
L.:JUis Thiers, whose d:?flnition of his role included
that "ferocity ... needed to defend the Treasury"
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i Stourm [1889] 1917, p. 69). The members of
~he C.5. House Appropriations Committee con·
sider themsel\ es guardians of the Treasurv who
take pride in the high degree of frequency with
which they reduce estimates r Fenno 1962). They
reconcile this role with the defense of constituency
interests by cutting estimates to satisfy one role
and generally increasing amounts over the pre\i
aus year to satisfy the other.

Among the legislatures of the world. however.
guardianship appears to be quite rare. Drees (1955\
reports that in the :--ietherlands the legislati\'e spe
cialists concerned with finance, by advocating
higher appropriations. defend the interests of the
policy areas over \...·hich they h,l\'e jurisdiction to
a degree overriding party lines. ~Iuch the same
thing happened in France during the Fourth Re
public (Williams 195-1). It may be that guardian
ShIp depends. firSt. on appropriations committees
that have continuing power to affect outcomes
a rare occurrence in the modern world-and. sec
ond. on the development of cultural values and
legislau\'e mores that support an insistent financial
check on the bureaucracy. Legislative committees
in nations like :\Iexico. where virtually complete
budgetary power is in the hands of the president,
who heads the single great party (Scott 1955). or
Great Britain. where party responsibility over·
whelms parliamentary initiative (Brittain 1959).
are hardly in a pOSition to develop a role of
guardianship.

Budgetary goals

Possessing the greatest expertise and the largest
numbers. working in the closest proximity to their
policy problems and clientele groups, desirous of
expanding their horizons. administrative agencies
generate action through advocacy. But how much
shan they ask for? Life would be simple if they
could just estimate the-costs of their ever-expanding
needs and submit the tmal as their. re~uest. Bu~

if they ask for amounts much l"arger than the
appropriating bodies believt: are reasonable, the
credibility of the agencies WIll suffer a dr;istic
decline. In such circumstances. the reviewing or·
gans are likely to apply a ~measure of unrealism"
(Royal Institute ... 1959. Jf. 245), with the res.ult
that the agency gets much less than it might have'
With a more moderate request.· So· the: first de<;ision
rule is: Do not come in too' high. Ye~ the agendes
must also not come in ,too 'low. for the assumption
is that if agency ad,,€)cate!'i'do nat ask for funds:
they do net need' them.~Since the buJgt:iary situa·
tion j·s ahVays ~igh[. ten ibly' tight. or impossibly
tight. revit:wing' bodie", ate .likely to accept a low

request with thanks and not inquire too closelY
into the rationale. Given the distribution of role~,
cuts must be expected and allowances made.

The .lgency decision rule might therefore read:
Corne in a little high (padding). but not too high
(loss of confidence). But how high is too high?
What agency heads do is to evaluate signals from
the enVironment-last year's experience. legisla
t1\ e votes. executi\'e policy statements. actions of
clientele groups. reports from the field-and come
up with .m asking price somewhat higher than
they expect to get (Wilda\'sky 196..L pp. 21-32).
In \lichlgan cities. for example. city managers
sound out councilmen to determine what will go
or get by in their budgets (Kressbach 1962. p. 5).
Departments and local authorities in Great Britain
commonly make assessments "of how much spend
ing is likely to be acceptable to the governing body"
(Royal Instltute ... 1959. p. 57). After first deter
mining what the mayor. finance director. council
men. and other key participants will -die for."
together with other projects which "cannot be
mo\'ed.~ the men in charge of Philadelphi.l·s cap
ital budget let other projects by if they seem sound
and if the request is not tOO far out of line (Brown
& Gilbert 1961. pp. 71-88).

The Bureau of the Budget in the United States
takes on the assigned role of helping the president
realize his goals when it can discover what they
are supposed to be. This role is performed with a
cutting bias. however. simply because the agencies
normally push so hard in asking for funds. The
bureau helps the president by making his prefer
ences more widely known throughout the executive
branch so that those who would like to go along
have a chance to find out what is reqUired of them.
Since Congress usually cuts the president's budget,
Bureau figures tend to be the most the agencies
can get, especially when the items are not of such
paramount importance as to justify intensive scru
tiny by Congress. Yet the power of the purse re
mains actively with Congress. If the Budget Bu
reau continually recommended figures which were
blatantly disregarded by Congress. the agencies
would soon learn to pay less and less attention to
the president's budget. As a result. the Bureau
foHows consistent congressional action (Wildavsky
i96..L pp. 4-42); it can be shown empirically that
Bureau recommendations tend to follow congres
sional actions over a large number of cases.

In dceiding how much money to recommend
for specific purposes, the House Appropriations
Committee breaks down into largely autonomous
subcommittees in which the norm of reciprocity
is carefully foHowed (Fenno 1962). Specialization
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is carried further as subcommittee members de
velop limited areas of competence and jurisdiction.
Budgeung is bO[h incremental and fragmented J.S

the committees de... l with Jdjustmems to the his
torical base of each agency, Sequential decision
ma.king is the rule as problems are first attacked
in the jurisdiction in which they appear and then
followed step-by·step as they manifest themseh'es
else\\here (Wild,i\sky 1964. pp. 56-64). T!:e
subcommittee members treat budgeting as a proc
ess of making marginal monetary adjustments to
existing programs, rather than as a mechanism for
reconsIdering basic policy choices e\'ery year
(Fenno 1962 \. Fragmentation and specialization
are further increased through the appeals func
tions of the Senate Appropriations Committee.
which deals with what hJS become ( through House
action) a fragment of a fragment. When the ac
tions of subcommittees conflict. coordination may
be achie\'ed by repe:lted attacks on the problem or
through reference to the House and Senate as a
whole \\ hen the appropriations committees go be
yond the informal zone of indifference set up by
the more intense preferences of the membership,
When one thinks of all the participants who are
continually engaged in taking others into account.
it is clear that a great many adjustments are made
in the light of what others are likely to do.

Budgetary strategies

Having decided how much to ask for. agencies
engage in strategic planning to secure their budg
etary goals. Strategies are the links between the
goals of the agencies and their perceptions of the
kinds of actions which their political environment
will make efficacious. Budget officers in the U.S.
national government uniformly believe that being
a good politician-cultivating an active clientele,
developing the confidence of other officials (par
ticularly of the appropriations subcommittees),
and using skill in follo'.·;ing strategie~ that exploit
opportunities-is more important in obtaining
funds than demonstration of efficiency. Agencies
seek to cultivate a clientele that will help them to
expand and that will express satisfaction to other
public officials. Top agency officials soon come to
learn that the appropriations committees are very
powerful: their recommendations are accepted
approximately 90 per cent of the time {Fenno
1962). Since budgetary calculations are so com
plex. the legislators must take a good deal on faith.
Hence their demand that agency budget officers
demonstrate a high degree of integrity. If the ap
propriations committees believe that they have
been misled. they can do grave damage to the

career of the offending bUdgeting officer and to
the prospects of the agency he represents. While
doing ... decem Job molY be :t ne~e~sJ.ry condition
for success. the :mpcrul1ce of clientele and confi
dence are so p'e3.t that all agencIes employ these
strategies fWdda';sky 196-!' pp 65-98).

In JdditJon to these ubiquitOUS str.ltegies there
.lre contingent str::';;ies which depend upon time.
cirt·unlStance. and place. In defending the base,
for eXJl11ple. CutS ma\, be made in the most popular
programs so that J public outcry results in restora
tion of the funds. The base !!lay be increased with
in existing programs by shifting funds between
categories. Kressbach 1962. p. 51: Stourm [18891
1917. p. 348). Substantial additions to the base
may come about through proposing new programs
to meet crises and through campaigns invohing
large doses of ad\'ertising and salesmanship
(Wilda\'sky 196-1. pp. 101-123 '" The dependence
of these strategies on the incremental. increase
decrease type of budgetary calculaticn is evident.
By helpir:.g determine the ways in which prcgrJms
are perceived and evaluated. the forms of budg
etary presentation may assume considerable im
portance.

One major strategy deserves separate attention
-the division of expenditures into capital and
expense budgets. In practice. as ~Iosl. er says, "The
Capital budget is a catalogue of prosp..:.:tive budgets
for which money may be borrowed .. ,~ (1956.
p. 69). The attempted distinction between capital
assets with future returns and ordinary expendi
tures soon breaks down under the pressure of
avoiding tax increases or the appearance of defi
cits by borrOWing for items designated in the capi
tal budget (Burkhead lS56, pp. 182ff,; Mosher
1956. p. 70; Sundelson 1938, pp. 146-198). The
ideological emphasis on the size and growth of the
deficit in the United States makes it likely that
the introduction of a capital budget would permit
substantially greater expenditures as apparent defi
cits become com:erted into formal surpluses,

Organizations wish to maintain themsclve!> in
their em-ironment. For governmental agencies this
can be taken to mean maintenance of political
sllpport from I clientele groups and other govern
mental participants. We expect that policies ::ire
chosen not onlY because of any imrimlc merit but

.also because they add to, or ~t least do not seri-
Iously detract from, the necessary political support.
The heads ()f dg~uci~~ Celli e:'I.lJect to lose illte~al
comrol. to be fired, to ..ee their policies oyenurn·:d

or even to find their org:wi~auon dismembered if
their recommendations <tl"C continually disap
proved. They therefore seek to 111;;intain a reel.son-
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able record of success (to guard theIr professional
reputatIon. as Richard :--;eustJdt puts it I in order
[0 m.lim,lin the confidence of the key people :n
and out at their Jgency. Thus. they ,He (on;pdlcJ
to consider the probable actions of others differ·
ently situated who have a say in determining the:r
income. These notions m.:lY be tested by obsernc;
how .:lgenc\ requests \'an' \vith the tre:ltment they
recel\e irom the Budget Bureau and Congress.

Suppose thJt we wish to explain the len-] et'
appropriJ.tiom \\hich agencies request of Con~ress

through the Bureau of the Budget and the amounts
whIch Congress pro\'ides through appropriations
laws. The gOJls of the participants may be con·
cei\'ed of as constraints which are represented by
the role orientations adopted by members of the
appropriations committees and by top agency offi
cials. :'[oreO\·er. we know that budgetary calcula
tions are incremental. Thus. it becomes possible to
create In symbolic form. as linear. stochastic dif
ferences equations. a series of simple decision rules
embod~ ing the relationships we expect to find.
Given the .l\·allabiIity of appropriations laws and
of Budget Bureau requests for individual agencies.
the deCIsion rules can be tested for their fit in
accommodating the times series comprising fifteen
or twenty ye<tTs' figures.

In the simplest form. for example. a dedsion
rule might be that the funds requested by an
agency in a particular year are a direct function
of its appropnation in the previous year up to a
normally distributed random error. A second deci
sion rule might make allowance for the difference
between what the agency asked for and actually
received from Congress in the previous year.
Should an agency decide to pmi its request to make
up for a cut. should it decide to insist on the worth
of its programs despite congressional action
strategies such as these can be represented as
separate decision rules. Davis. Dempster, and
Wildavsky (1966) are now able to show that basic
parts of the federal budgetary pfocess can be pre
cisely described by a small number of relatively
simple decision rules.

Budgets of firms
Treatment of budgets as political instruments

is justified not only in governmental activities but
also in industnal enterprises. A more political
phenomenon than budgeting in Soviet industrial
firms has not been invented. Rewards to managers
depend on meeting production quotas assigned in
economic plans. But the supplies, skilled labor. and
financial resources ale often lacking. The first' con
sequenc~ is that the quota is not set froro above

but oecomt?s the subjecc of bargaining as the man·
J?ers seek to convince d:e mJr;istnes that quotas
should be JS low .lS ?0~s:ole The m.lnJgers find
it prudt"!u :-lOt w exceed theIr quat,l hugely. for
in thJ.t c..Ise next year's quotJ WIll be rJised beyond
attainment The second consequence is that pro
d:.lctlOn i~ not rJ.tionalized to yield the areatest. "
out?ut Jt t!"1e lowest ccst but IS geJ.red instead to
meeting 5?ecinc inCe!1tl\es. He:J.\'Y naiis. for ex·
.lmple. are ,]\'er?roduced because quOtJS ::Ire figured
by weight. :'-Iamtenance may be slighted in fa\'or
of huge effort for a short period in order to meet
the quota. Ftmds are hidden in order to prOVide
slJ.ck that can be used to pay "pushers" to expedite
the arri\'al of supplies. The list of essentially de·
ceitful practices to give the appearance of fulfilling
the quota is seemingly endless: producing the
wrong asson:nent of products. transferring cur·
rem COStS to capital accounts. shuffling accounts
to pay for one item with funds deslgnated for
another. declaring unfinished goods finished. low
ering the quality of ~oods. and so on ,'Berliner
1957). The POint IS that the budgetary system
arranges incentives so that managers cannot suc
ceed with lawful practices. Communist China re
\eals the same pattern rHsia 1953: Li 1959).
When similar incentives are set up in American
industria! firms similar practices result. from run
ning machines into the ground. to "bleeding the
line.~ to meeting a monthly quota by doctoring the
accounts f Jasinsky 1956. p. 107).

As in the Soviet Union. American firms often
use budgets not to reflect or project reality but to
drive managers and workers toward increased pro
duction. Indeed. some finns base their budgets on
historical experience plus an added factor for in
creased performance (Axelson 1963). Budgets are
conceived of as forms of pressure on inherently
lazy people so that (to paraphrase :'!ao Tse-tung)
the more the pressure. the better the budget. In
evitably. managers and workers begin to perceive
budgets as uperpetual needlers.- In some cases
this type of budget leads to discouragement be
cause it is apparent that whatever the effort, the
budget quota will be increased. Since accounting
takes place by" subunits in the firm, it is not sur
prising that fierce negotiations occur to assign
COStS among them. As a result. top officials find

iit necessary to engage in campaigns to sell budgets
r to the units. Othen...ise, sabotage is likely (Sord &
.Welsch 1958. pp. 140-150). \Vhile some attention
has been given to human relations in budgeting
(Bebling 1951, p. 16). only Stedry (1960) has
attempted to explc:'e the essential motivational

.problems of budgetmg within a political, institu-
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tional frame\\ork. Yet without an understandir.g
of the imp.lct of different goals and incentive sys
tems on hum.ln J.ctivit;.'. reliable statements about
the IiJ...ely cOll,;cquences of budget documents cJ.n
hardly be made.

Intensh'e stud~' of budgetary behavior has just
begun. Despite the relati\'e paucity of comparath'e
data. patterns of beha\'ior appear to be remarkably
consistent J.cross private and public organizatior.s
(Wild.lvskv 1965 I and national and state bound
aries, After the appearance of monographs on
different budgetary systems in various emiron
ments. it should be possible to create a smail num
ber of budgetary models specIiymg the elements
of the organization coalition. the distribution of
roles among the principal actors. the most preva
lent aids to calculation. the strategies which appear
as responses to types of incentlves. and the out
comes to be expected in terms of amounts re
quested and received. Computer simulation rna\"
be used to test the effect of shocks to the bud(Tetar~'

~ ,

systems. The study of budgeting as a political phe-
nomenon in an organizational context may then
become a major aid in the comparative a~aIysis
of governmental policy.

AARO:-; B. WILDAVSKY

[See also Dl'C.SIO~ MAKISG; ORGASIZATIONS; POLITI

CAl PROCESS.!
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BL'HLER, KARL

Karl Lud\\ig Buhler (1879-1963), Gennan
psychologist. was born in ~leckesheim. near Hei
delberg; his father was a railway clerk and small
peasant. and his mother came of Catholic peasant
stock, Buhler grew up a Catholic and obtained a
scholarship to the Tauberbischofsheim Catholic
Gymnasium, In 1899 he matriculated at the l'ni
versity of Freiburg im Breisgau and in 1903 earned
his :>I.D. WIth a dissertation on the physiological
theories of color vision under Johannes von Kries.
He also studied philosophy at Frelburg and con
tinued his philosophical studies at the l'niversity
of Strassburg. There he earned his PH.D. under
Clemens Baumker in 1904 with a dissertation on
the psychology of Henry Home (Lord Kames), the
eighteenth-century Scottish philosopher.

After returning to Heidelberg to serve as assist
ant to von Kries, BUhler went to Berlin to study
under Erdmann and Carl Stumpf; in 1906 he went
to Wurzburg as an assistant to Oswald KUlpe, ob
taining his habilitation as docent in philosophy
upon submitting experimental studies on the psy·
chology of thought processes. Buhler followed
Ktilpe when the latter moved to Bonn in 1909 and
to Munich in 1913; there Buhler was appointed
associate professor without tenure. During World
War I he was for a time a captain in the medical
corps. developing psychological aptitude tests for
drivers and pilots and also treating brain injuries.

In 1916 Buhler married Charlotte ~lalachowski.

who in the same year earned her PH.D. at the Uni
versity of )llunich. At the end of the war. in 1918.
Buhler was appointed a full professor at the Dres
den Institute of Technology, where his wife .re
ceived the habilitation as a docent in 1920. Two
years later, when Buhler was appointed pro.fessor
in Vienna, Charlotte Buhler also transferred her
docentship to Vienna and became his assistant.
Between 1922 and 1938, Buhler, with his wife's
SUpport, established and ran a psychological insti
tute in Vienna, as well as his own school of psy-

chology, which soon achieved world-\vide recogni
tlon. Concurrently he was ,isiting professor at the
Pedagogical Institute of the City of Vienna.

In 1926-1927 and again in 1929 he taught in
the l'nited States a.s an exchange professor at
Stanford. Johns Hopk:ns. Harvard. and Chicago
universines. In 1938 he was briefly arrested by the
Hitler regime in Vienna but released upon the
intervention of :---':orweglan friends. Then he emi
grated. first to Oslo and. in 1939. to the l'nited
States. wher~ he became professor of p~ychology.

ilrst at the College of St. Scholastica in Duluth.
:\Iinnesota, and later, from 1940 to 1945 (with a
brief interlude at Clark Cniversity in Worcester.
~assachusetts).at the College of Sr. Thomas in St.
Paul. :\linnescta..-\ot the end of World War II he
moved to Los Angeles. serving as assistant clinical
professor of psychiatry at the medical school of the
University of Southern California until 1955 and
as consulting psychologist at the Cedars of Leba
non Hospital. He died in Los Angeles in 1963.

In 1960 Buhler was elected honorary president
of the Sixteenth International Psychological Con
gress in Bonn, where he was awarded the Wilhelm
Wundt medal of the German Psychological Asso
ciation, During his years in Vienna. Buhler had a
number of European students who later made
names for themselves. such as Rene Spitz, Alex
ander Willwoll. Hildegard Hetzer. Paul F. Lazars
feId. Egon Brunswik. Else Frenkel-Brunswik,
Konrad Lorenz. Albert Wellek, and Peter Hofstatter,
and from the United States, Edward Tolman, Da\-id
Klein. and Neal ;\liller,

When Buhler's Wurzburg habilitation thesis on
the psychology of thought was published in the
Archiv fur die gesamte Psych%gze in 1907
1908, it gave rise to a celebrated controversy with
Wilhelm Wundt. the old master of experimental
psychology. concerning the methodological legiti
macy of nonexact experiments and retrospective
introspection. Next to Kiilpe, BUhler was the lead
ing figure in the new psychology of thought that
broadened and redefined experimental procedures.
This psychology of thought was subsequently de
veloped (beginning in 1919) into a psychology of
speech.

During Buhler's y~ars in Bonn. however, he was
primarily intere§ted in the work of the Graz school.
particularly that of von Ehrenfels on visual ge
stalten. As early as 1912-simultan<>-uslv with the
ftrst similar st~tements of the Berli:-. ·sy·chologists
who founded gestalt theery-Buhlf'- read a paper
at the Fifth German Psychological Congress on the
comparison of spatial gestalten with respect to
their proportions. His first major Opll:;, Die Gesralt-
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OWII lilllc It IIIl1h-rlws Illlll'h rcscarch allU I:Olllllll'lIlary 011 slid I l"pII:~
a.~ rl'l!lIlaLioll. illdllstrial policy, allli l"Orplll":ltl' ~ovl'ruall··e. I'ropo~als
fur d,'n'~lllatillg illdll,tri!'~. ror .. gl'ttillJ.: tilt' ":0VI' 1'1 II 111'11 I off till' I,ad,s
uf the peupll'," alld ror thl' "n-privaLizatloll or pllltlit' rlllldIlHI~" ;111
rl.'fl,'ct the dlanll:t.-rbtic helil·f or our tlllW that IIII' l'III,lil'-privaLt'
r"latiollship is sOllwhow lllit of whack ;tlIIJ IIIlbl Ill" r"sto",'d to
pruper halallel'.

As SOOIl as onl~ hl'gins tu thinl, sysll'lIIuLiI'ally alllllil this qll.'slion.
it hecunll's apparent that the I!fOlIllU is wry shpp,'ry. IldililLiollal
prohlellIS 01""111111. Does "publll:" mean silllply Hovl!rnmental alld
"privalc" nongoverllmental'! If so, th!'11 in what s... ·lor should slldl
entities us tll'fensl' cuntractors he pluccu'! \\'Ill'n till' Hea~an adlllill
istratiun illl'l'l·uset.l the t.Iefensl' hllliget, did till' pUillil' scctor grow'!
Or did privat.o compallil's sllch liS (lelll·ntl I)YII;III1I1"S Illl'rdy n'"ol"ll
11If.:lwr sale~'! Alld what is till' impact Oil till' puIJh.· privati' split IVh"1I
611dl "ill-and·outers" us John J. McCloy, Cyrus Valu''', Caspar W"III
berger, alltl (: ..nrgl' Shultz chanl:e johs? Is then' allY ..rrl'd at aW! ,\n'
UWSI' llt'rSOIb men of thc pllhlic scctor. or of till' pn\'ult'!

AlIlhi~lIiLil's of this sort are not lleW ill our history. Thl'y havc f11!r
sisll·d frolll till' Ill'!(inninu of the Alllel'iean n'llllhlil', thollgh ill dlff"r
ellt I'orllls at diff,!n'lIt tilllt's. I"or apprul>illlall'ly till' last 1'1'111 III'.\',
Alllt'rit:dlls have been e~pedal1y ClllIl:I'C111'd alHlllt huvill!( it clt'ar III"
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Here again the story is the sanw: thc lJnlt,!d Statl!S has a low pl'r·
centage of ~()vernlllent spend ill/{ amon/{ Hit! indllstrializcd market
cronolllies. Ami by a vcry widl? lIlar~in it has till' smallest ret:l'nt
l{Illwth rate in public spending. Itecent rhetoric about the rampant
I\rowth of gOVl'l'Ilment spendillg in tht, lJnited Statl's would lleClll to
have little foundation wlwn viewt'd besidl' lltatistll's for t:olllparahli'
Cllulltrit'S. Only if the 1I11itcd ::>tatl!S is uhstradl'd fWIIl the world
eronolllY lind considered in isolatioll can the proposition of rapid
growth in puhlic spendin~ he defcndl·d.

(;IlVt'rnnlt'lIt expt'ndituH'S as a pl'J"I'nl.a!-:1' IIf .1 nOli iOlla' ""Ollllllly
('an Ill' l'alt'lIlatl'd in diffl'l'I'lIt ways. or '·lIl1r~,·, (JIll' ,',II dill :,llldy
lI'lll~ sl'vl'ral nll'tholls was doni' In I!lXO rllr 1111' Nalll.nal IIlIrt'a" Ill'
Eronolllic J(l~seafl:h. Eal'll nwthod poillll'd to tilt' sanw l'ondusion:
with the important exception uf trawif,'r paymt'nts, there has heen
1111 suhstantial growth of govefllnH'lIt SIIl'I\(lin~ in lhe United Statl's
as a pcrcentage of gross national product siflcl' 1!J52. Governmcnt
purdlUses of goods and services, as distinct from Social fiel:urity and
otlll'r transfers. have followed a putkrll characterized not hy growth
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TtfE UNITED STATES IN COMP.I\RATIVE
PERSPECIIVE

. I .

One r~levant index of American attitudes toward the public and pri·
,'ate, spheres is the extent of .P4blic ownership of inuustry. The
U,itp.d St.0.te6 at the present time is at one extreme among market
eco'1omit·s, as showl~ in Figure 2-1.

.The f,,"cts depicteJ in this chart speak mostly for themselves. The
United States is the only country uesides South Korea with a com
pletely I!fivate airline industry. We are the only country with an all
private telecommunications network, anu one of a halldful with no
public enterprises in oil, gas, and steel. Furthermore, the trentl over
t.he last decade in must countries other than the Ullitcd ::ilates has
been to\l"anl more state ownership. I

One perhaps unexpected characteristic of this chart is the absence
of a cleur currelation between extent of state-owned enterprise on
the onl~ hand and national economic performance on the other.
Some economies that ~rew rapidly over the last twenty years (Ger.
many, Brazil) haJ suustantial public ownership, while others (.Japan)
relatively little. Some slow perforlller~ (Callada, the Unit('d States)
huu few st.ate ent('rpriscs, others (~ritain) a great many. 2

Of course, public ownership in these industries, which induue
utilities as well as manufacturing, is only one measure of public in
volvement in a nation's economy. Another type of index is the
degree and growth rate of government spending. Tahle 2-1 shows
these numbers, which illdude all public spcnding on all levels.

marcation hetween plluli~ ami private activities. During this sanw
period, we us a people have.l.1eveloped certain auiding criteria for
legitimacy that apply to both puulic and private uehavior. These
same criteria aUach as well tu that growing list oC activities alld orl:(a
nizations that cannot easily ue classified as either publk or private
but which. loom large in the mixed economies characteristic of motl
e~'n democratic capitalism.

This chapter addresses these issues by orienting the American ex
.penence cOlllparatively: first across countries, then within the United
States itself across time. The premil;e is that we cannot Iiee our pres
ent situation clearly without the light shed by the experience oC
~~her democratic market eco!,\omies as well as by our own past. III
t~e'latte,r part of the chJpter, I will explore the indexes of legitimacy
within 'mixed public-private institutions in America, set forth some
of the pillars of SUccem; ill such unJertakings, and comlllcnt un the
p~~forJ1ladceof puulic funetioll~'by' private corporations.
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Fi!ltlre 2-1. Extent of Stare Ownership.
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Source: Urcak (19110: 637); Siul. 1\ bslracl (19M2: 250).

Table 2- 3. The Federal Budget Dollar, 1960-1979.

Source: Ureuk (HlllO: 622), .':1101. la'slrod (1962: -119).

Table 2-2. Government Purchases of Goods and Services as a Percentage of
Gross National Product (Currellt Dol/ilrsl.
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1I11111UUt uf state uwner/;hip of ellterpflsl', Similarly, lhe size and rl"
('t'llt I:rowth rate of its I{overnmcnt ('xpenditure an' quite slIIulI IIl1'a·
surl'd against those of otlll'r denlCH'ratit' Illarkd ('('lII101l1il's. As a pl'r
('('lIlage of gross nutiollal product, /llll)lk CXIIl'lIdllun's in AnH'rira
hil\'1' remained almost qlllstant owr till' last two d('t'ades, But in tWll
rt'slH'cls dramatit' ..han!-:es haw ot't'urrt~d, Dlw is III 1I11~ rapid ri:;p of
trallsfer paylllents, as tlw lJllited Slates like otllt'r Westc'fIl natiolls
hut ulllike most Asiun market el'ollolllh's--hus dl'll'rlllilwd that till!
wI'lfan' fundion will he a puhlie n'sponsihility with an t'xtf(~nlt'ly
hl'avy ('all on puhlic funds, Thl' Sl'COIH.I dlun!-:I' is a rapid shift from
!'xpl'llllilures hy the fe'deml govt'rllllwnt to lIlOSl' by lhe slatc!s alld
IOl'lllt:ollllllllnilil's, lar!-:I'ly through lhl' IIwdlUnislll of rt'VI'IllW sharill~.

'I'll 1)(' sure I a l-:0vcfIlmellt's influenc'c on a Ilational t'ronollly call'
nlll he Illl'asurf'd soldy by sudl IIl-n:l'nta!-:(~s. Itl'!-:ulatory IIleaSUft's of
1I1,II\Y typt'S (',illS" pllvate-sc'dor (':-'IH'llIlilllres thal otherwise would
not have lIl'l'unl'd alld that do nllt show up ill c:alt-ulations SUl'h as
those outlined. Enormous investlllcnts in pollution ahut(!IllCnt, re
porls to a!-:t~ncil·s. tax rclurns, alld a host of ollll'r (·"pensive require·
lIu'lItS malldated hy govefllmcnt constitute a hlddt'n dilllension of
lilt' puLJlie sedor's impact 011 expenditures. In addltilln, tax laws
ofL('n have dedsive effl'ds on privatt',st'dor invcsl.nll'llt decisions.

Ih!I'C again, however, ill cross-national pl'rsp('div(' it IS UlllioSt
sUfl'ly valid to say that tlw "nwri('an private ('conomy fL'ceivl'S (I'SS
ul!'('('tion from guvernment than do t1w cconomic's of most olh('!'
coulltries, «'ur ('xumplt" to ignon: J.(ov('l'Ilment planning, pronloliun,
and oVt~rall et:unolllic~ influcncp in such ('otllltril's as (:!!fIIwny. Japan,
and Bral.il during their periods of "miracle I:rowth" would he to
I('ave out what most sl'holars regard as the Illost important elenwnts.
I can think of no serious scholar who would argul' that the Icvel of
gelll'ral government influence on tilt' national economy is get-ater in
lhe IJnited ~tates than It is in tht's!' other ('()untri(·s.

I\lany would argue, uf counw, that the kinds of influence and till'
goals of puhlic policy differ dramatically across cOllntrit,s. The cum·
ilion percl'ptlon that other govefllments tend to promote and encolll'
U!-:P lilt, developnll'nt of husilH'sS ('nlt'rprisl' whJ1(' \\'(' in thc United
Sl.llt'S tend to rt'gulate and restrain it is, hy and 1;,rl:e. an accllrat(·
position. Despite nUlllerous exceptions, tht'W is littlt' qllPsl.ioll that ill
('foss·national comparison the Unilt'd States docs Ilot promote husi·
nt'SS l'nterprise to the deb'Tee that its inlt'rnational competitors do or
thal the LJnitt't.I States itself did ('arlit'r in its history (Vogel 1981;
Johnson 1U82). j

1\ comparative {ram('work for these questions is essential not only
for the sake of intellectual perspecliVl', hut for illllllt't.liate practical
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but by a deciueu shift away from federal and toward state anu local
govemment spending. Recent proposals to shift puLJlic functions to
these lower levels, therefore, express a desire for something that in
large measure has already occurred.

The apparent inconsistency between Table 2-1 (which shows total
govemment spending in the United States at 33.4 percent) and Table
2-2 (which shows it at nearer 20 percent), derives from the exclu
sion from the second taLle of transfer payments. The dramatic rise
in transfer payments over the last two decades can he sc('n in thc
shiflin~ disposition of tile federal buuget dollar (Tahle 2-3).

Severnl points are clear from the foregoing chart and tahll's. First,
speaking comparutively, the United States has an extrcnwly small

-
~



--<;;::;J-

I I
I,

38 Tile Public and Private Sectors

reasons as well. The economy of the United States has bccome so
interdependent with others that we cannot isolate ourselves from
economic tendencies elsewhere. Nor can others insulate themselves
from events here. This is true whether the subject be interest rates in
the United States, oil prices in the Persian Gulf, or export subsidies
paid by other nations in order to make their products more competi
tive in international murkets, .Just as in the business world one com
pany's actions tend to stimulate reactions by its competitors, one
country's policies often compel responses by other countries, One
country's promotion and sulJsidy of its exports, either through stute·
owned entc{prise ur by other means, can provoke competitive re
sponses from foreign governments, because such promotion tends to
steal market share. Export and domestic sales by the nOllsubsidii:inl{
cOL:ntries declinc, anu unemployment rises. The affected industries in
those countries then excrt political pressures on their governments tu
protect them from unfair competition abroad. When tens of thou
sands 0 f jobs are at stulw, the ()ressures can become irresistible. Thlls
a phenomenon such as the rise of state·owneu enterprise turns out to
be contagious, The quest for ~ntern~tional market share in steel,
automohiles, textiles, 'and many other industries tends powerfully
i.n prumute 'the rist' of I{overnm~nt innuence within national t!cono·
Iniu, even those that stop short of substantial state ownership (Wal
t.ers and MQ.nsen 1981).

HISTOH[CAL BACKGROUND OF THE
PL:BLlC.PRivATE SPLIT IN Ar~IERlCA, ,

I~ol' the Uniteu States, these \)ressures pose extremely difficullprub
lems. The need for deci:;ivc g~'iern:l~~nt ..1cliull seems to point us in
one dil'l!C~;O.l, hut our duminant iueology points in another. We al·
m,ost u\!sperately 'Nant to resist the further b'l"owth of ~overnment
power, whether it lJe to cc mlJat unfair trade pradiees ahroau 01' to
improve our citizens' health and welfare at home,

In the conlext of this cilapte'r, om national dilemma may he posed
as a pail' of questions. First, why does the public-private issue seem
w much more important to Americans than tu the people of other
countries'! S~~conu, why is the l\merican husincss-j{overnlllent rda
tlUllsllip so much mure auversaI;iaj'? Some tentative answers to these
questions might sugge:;t ways in which our trellliured but sometimes
inconv£'llient ideology can be squared with the neeus that are IIpOIl
us at the present time,

At its birth, one of the traits that distinguished the Unilt!d States
from older Western nations was the conspicuous absence of estab-

','
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IbtU'd IlIstltutiulIS. Here, unlike ill Ellrupe, thertl I')dstcd no estah
lillII'd chlln:h, no standin~ army, no Ill'reditary aristol'ral'y, no clear
hll'us of sovereij{nty. The trappin~s of feudal society, with its urdered
Iintia and sense of orl{anic unity, Ill'ver tool( hold ill Amcrica. 111
all·ad. nurs was to he an open, mohill~ SUdl'ty. prolt'l·tl'd frulll aliso·
11l1l~1ll hy the division of powers so can'flllly writLI'1I into the Consti
luLlolI: L1w federal system of dividml stall' and natiollal sphen's, thl'
dlt'l'ks and balances of different hranches of j{overtJllwnt. As if to
ullllt'rlint' Iheir abhorrence of ahsolutism and privilt'l.:I', th(' authors of
lht' Cllnstitlltion (Article I, sediol\ H) cxpn'ssly forhade L1w cstalJlish·
ment uf lUI aristocracy; .' No Title of Nobility shall IU' ~ran teu hy tlw
LJllIII'd :-)(at.'s," <':ompan'd with t'.\isling Emopl'all III1Hlt,ls Ill' thl'
Ilatl'. Iht' AIIlL'rican j{oveflUllent, if Ilot pwdsdy wI~a", had ~harply

cir"lIl1lsl'rih(!d pow('rs (1I;ll'tz IU!)5).
()lIe n'sult of this decisioJl hy til!' FOllndill~ Fatlll'rs was that a

mrg.' portion of politkal anu ccollomie power was Il'ft up for grahs.
HI'calls!! the society was su open and thl! continpnl so undcveJopl!d,
Ih,' ~l'famhlc for wt'alth alld shan's of power did Jlllt ullduly disrupl
AlIll'rit-an life; instead it beeanw thl' vpry I!SSt'IIt'I! IIf .\nll'ril-all lifl'.
TIll' dl~vl'llIpment of the COUll try was so IIwllifl'stly a positivl"SIIIlI
~all'" thai. till' I{l'owth of 11111' PI'I'SOIl'S wI'allh and I"'WI'I' did Ilot III·.··

l'ssanly IIleUII the shrinkagp of allothl'l"s, (It ol'll'lI dill, 01" l'OurSl', alld
in this resped as for so muny ollH'rs in Americall hblol'y, the iss(w 01"
IllaVl'ry was all cnormously important exception.) But thl' opennp~s
!If sol'i(·ty allu the manifold opportunitil's fol' till' rise of Ill'W for·
lllill'S l:oJltrasted vividly With lIll' situation in Eurlll"" as a host llf
fllll'll:n ohservers f('marl\Cd utthe tillll'. ~

In sui'll an utlllosplll're In Anwl'i,'a. the distinctioll hl·twl·t'n pulllie
alld privatI' affairs did not have Ihl' l'ompellillg quality it al'qulrt'd
lah'r on. /n a dl'll1lwl"alil' repuhlil', t'vI'ry dtiz('n was private yl'l W;IS

also a nll'lnher of tlw hotly politII', eOl'qllal wilh ,'vc'ry 1It1ll'r nll'llIl",1'.
~I"st important., ('al'h c'ltiZl'1l was I"n'l" alld allltJllg IllS 1"1'l'I'dlllll~ I\'a~

1m hllllrty tu mix puhlic and privati' I"ullc:lion~ WIIlllIUt a M'IlSI' "l"
l'lIllflid. SevI!ral of tilt' Foulldinl{ FatlH'l's, for ('xamplt', IIHlIIt~ lal'l-:"'
SIIIIlS of IIlOIWY Slll~l'ulalilll{ in wI'slt'm pllhlic lallds. By latl'l" stall
d,mls, thl'il' actiolls would havl' ht,t'n :>I'andalolls. ,\t 1111' tillll'. 1",'\\'
011]1'1' I.!'! !.

II was not until t.Ill' l'l'O!-:J'('ssiVt' Era (1 !)O1- J!) /·11 Ihat Anll'l'il'alls
at larl{l! Iwgan to lah' dosl' and crlll<'al looks at slll'h hl'havior, Thc'sl'
YI'ars hrought tlw hi~1l tide of Jourllahstk nllll'krakill~, our first sus
tailll'd pl'l"iod of ohst'ssive "n'(H'I'ul'al ion with thil'vl'ry and hdray
als III' the puhlic tl'ust. The first ghlllllll'rings of in!>istl'lll'e Oil the SI'P
aratloll of puhlic alld private u(,tivity had ht'j{llll late ill the nlnetecllth
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century. for reasQn~ t1iscussed in t;rcater detail below. But what hap·
peneq in the Progressive Era brought into focus the issues at stake in
the separation, as wei! as the assumptions underlying the conviction
'that the two must be kept separate.

A landmark in this ne\\, way of ,thinking was the historian Charles
A. Bear,d's book An Ecunomic 1~lterpretati(}n of the Cunslilutiun
1'1913). This influentiai work retrospectively muckraked the moti'les
o( the ~onslJtution's authors. Beard argued t.hat some of the dele·
gates to the Constitutional Convention stood to profit personally
from the adoption c,>f such a document, and ~is book stimulated a
hq~;t of similar st~ldies of all periods of American history. Within a
few ~ears, this" Beardian" or" progressive" school of scholarship. as
it came to be called. dominated the teaching and learning of history,
pol~ticaJ science, and other disciplines ,in the ,United States.

Probtressive history told an exciling story. It recast the American
experience as a continuous cont8~t between public and private inter·
I~sts.thut is to say. between right and wrong. Instead of tlw tale of
uninterrupted glory narrated by Parson Weems and the McGuffey
Reader, American history now became an ongoing struggle hetween
good and evil. Most of the evil was found tQ reside in the business
~9mm~ni·!.y. The banker Nichulas Biddle, it n9w developl!d, had pro·
vided a retainer to Senator Daniel Webster, who looked after the
bank's intetcs~s in return. The young J. Pierpont Mor~an, it was n()w
discovered. had earned his first fortune by selling dcfeclive rilles to
the Union Army.

These peccadilloes, progressive scholars wrote, were mere preludes
to what happened in the last third of the nineteenth century. In that
sordid era, such Robher Uarons as John D. Ilockefeller, Jay nuuld,
and James B. Dult!! rude roughshod uver the puhlie illterest m (lur·
~uit of their private fortunes. Mark Twain had given this period its
sobriquet, "The Gilded Age," in a spirit not entirely pejoratlvl!. Later
on, one of the most eminent of progressive scholars, Vernoll Louis
Parrington, called it "the Great Barueclle." The cook at the Great
Barbecue WID; big business, the carcass the American public (.Joseph·
son 1934).

In the 1920s, attacks on big business quieted down. But the Crash
of 1929 and the ensuing Great Depression seemed to confirm tlw
view that private business, which by common consent had caused the
depression, was indeed rotten. ACI:ordingly, it must he disdplilled hy
an aroused people acting through a much enhanced public sector;
as Franklin D. Roosevelt called it, "a New Deal for the American
people." Along with banishing fear, FDR's first inaugural called for
driving the "money changers" from the Ameriean temple. Ami hy
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tIll' 1I11ddic of the twentielh celltury. LIIC fUlldlUllal separall'lIess
of till' public and private sectors had hl'l~ome a mainstay of the
American Iiheral creed. Within the al'adl'llIY, till' clilllax of progn's
,iVl' scholarship came with Arlhur 1\1. Sl'hlesin~l'r, Jr.'s ~reat books
on J;lI'ksonian Democracy and on lhe Nl'w J)I'al. III the stirrin~

proSI' 1!lIIhl .natic of progressive wrilill~, :-khlesillgl'l' I'asl holll thl~SI!

mOVI'III1'lIts ill terms uf their resolule opposition lo lilt' husilil'ss
cOlllmunity. As he put it in a famous stalt'lIIent lhat hy 1I0W WaS so
sclf-I'vidl'nt in Iiheral drdes that Ill' hardly lIel'ded lo lIIal\l' it at all,
.. Lihl'ralism in America has heen ortlillarily the Il\UVI'Ilwnt on the
part of the other sections of sodety to I'l'slrain thl' IH)WI'r of lIw husi
lIess I'ollllllunity" (Sdllesillger lU·I!l: fl()5).

HI'lf.I'vidl'lIt ill the middle of lhe lWl'ntielh 1·I'lItury. SUi'll a I(l'n
ernJi'.alion would have hl'l'n incolI\prl'hl'nsihll' in t.Ill' lIIiddlt! of lhl'
IlI!Wll'I·lIth. The t{reatll'aders of that IlI'riod Clay, \VI'IJsler, ('alhoulI,
,I,Il'kson, Lincoln, DOllt{las--t1itl llot hallillially posit a dichotomy IJl~·

twel'n lIw intert!sts of husiness and thww of till! Allll'ri('all pl'Opll'.
Inslt'ad, these were seen to go hand ill Iwnd. (;rallll'd thl're wert'
plenty of quarrels between warrill~ l'l'onolllie intl'n'sts: :>oullll'fIl
planters versus lIorthern lex tile lI\agllatl's, industriali~Ls versus lahor
UIIIUllists, nwrchants ver:H1s shan'I'nlpl'l'r~, ~hipIII'r~ vl'r:.us railroads.
!Jul lltere WWl 110 basic division IwtW1'1'11 hliSilwss Oil the Olll! halll!
and till' people un the ollwr. In fa('t, lIl1' llinl'll'l'nth-I"'lltury politll'al
('CtJIhJllly WWI ('haraeterbwd hy Wldl'spn';ul puillit' assblalll'l! to IIlISI'

Iless I'nll!rprise through till! prol!lotion or ('allals, railroads, alld ollll'r
.. inlt'fIIal im provemen ts" (Goodrich HHiO; 1I1'allt ] ~JfJo1 ; I/art.l 1!J·II:l;
lIandllll and Handlin l!H7; ~'kheihl!r ] !JG!J; 1.1 Vl'ly UJfJf».

\Vital l:han~etl it all, what hrought ahollt lhe :WisllIll' shift ill till'
AnH'ril'an vi!'wl'oint toward the I'IIIJIII'-l'ri\'ale iS~III', was prohably
thl' snddl'n flse of I)i~ husilwss. This I'rol'olilid 1I\0Vl'llIl'lIll11'J.;all Willi
till' raJll'llads in the HlfJOs and lllatllrl't1 \Vllh thl' n'vlIllIllOIl III Inallll
fadlll'inl( amI distrihution helWl'l'n abolll ] HHO and I!Jl O. l'rior lo
lhb pl'!iod, nu single l!ntl!rprisl', indl'l'd 110 I'll lin' 1I1t1l1sLry, was ~lIf·

f1l'il'n(ly largl! to threatl'n a suhstallllill Inlmhl'r of pl'opll!. Even
lllilJor fadlHll's usually clllploYI't1ll11 Inllll' Ihall a few Illllldrl'd worl,
I'rs. Bdllre the I H70s, even the lar~I'sl. Illallur.ll'lurill~ I'ollll'ani,'~

\\'1'1'1' mually l'apitalizl'd atle~s than ,'Ii I 11111111111 «'1t;1I11III'r 1\)77, pl. I).
Wilhin a singlt' generillioll. all this dl;lI\~l·d. By ] H!IO I'a"h of SI'V

eral railroads employed more thun IOU,OOO worltl'rs. By 1UOO Juhn
U. Itodtefeller's 1:itundard Oil COlllpany had grown intll a huge nlLllLi
lIalional curJlorutioll capitalized at $1 ~2 million. James B. Dul(!: 's
American Tuhacco Company completed a series of lIu'rgers and in tl'r
Ilul expansiuns that tuolt it fwm a ('aJlItalizalion III' $25 llIillion in
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I

1890 to ~ne of $500 milliqn ill .~V04. And in 1901 Lhe creation \..If
....:the Ur.it~d.,St!lt~s Steel Carporati,on climaxed a $1.4 billion transac- .. u I-... r:: 0tion. This sum, far bey0l1d t~le imagination of most contemporary Cl.--Q

<D

~~~ o 1- "1" If:, a. t.D ~ <Dcitlze'ns, became a symbol of the new giantism in the American econ- CJj c..o r-t -r I· c-l In co- ~. 0
0 0 -

10 .... 1- (j~ to (.0 <.0 .,:omy (Chandler 1977, pts. 2-4; Moody 1904). ;;~~ cD C'i ~ <D
Wi~h I,he rife of big business, the term .. private enterprise" ae- Cl. EO.c: CI

.1,' I
' ~ kl.Cl u>quired a different 1neaning. Where O.1ce it had meant liberty and free- ~ c-,dom, it .now meant danger as well. It menaced America. It brought, /;

mwithout any questio~, t.hat very centralized power against whh:h the
5Ci fw <-Founding Fathers had fought their revolution. Small wonder that in - .. ... c..o ...... ,.... -,' co') r· 1';1

~its train came a new way of interpreting American history and a new u {J ..-. I() Ii'') ('I) 1(:. 0 m 0 ;;;
..; -- ~.~ Ii) 1- • ., ....... r-1 r' ~insistence on sej)ar<lting tile pUblic sphere from the private. 0 ~k, Cl. ci r~... Q .. EO. As hi/{ busines~ emerged, the size of the public sector was changing ro ~ ~kl aex:as well, t111.>ugh not nearly so rapidly. In 1871, on the eve of the cren- '0 VJ
C -=lion of the first brreat \>usiness trusts, only 51,020 civilians worked .. c,)

for the feueral government. Of these, 36,696 were postal employees. U 0

~'fhe remaining 14,324 governed a nation whose population eX('eeded a lJ ,
c' CI40 million. The subsequent trend in federal employment, flll'ther £Q 0

B t; I -r M 0 ~I v~ 0 ~

broken down with respect to those working in the national capital, Ol our:: t I ...,. CD I, .. , 10 0 ....
C ... 0 C'"IO It) 1- M ("') G ..;was as shown in Table 2-4. ..c a :~ cD II: I: 1.1; (..) f: ro.. " - C'I (Ll (.~ rl r. I 1[;1 .r,.. Q ": r' (. C') C"1 ,.In the thirty years from 1871 to 1901, rapid growth is t!vilhmt, ~

...~ L..'", .J>but from a tiny base figure. Even by 1901, the year of the U.S. Steel .S
u- ...merger, the Oltio of federal employees to the national population was iii ~only 1 to 751, compared with 1 to 102 in 1980. As the table sug-

... '"'" E0gests, the largest absolute growth in federal employment occurred Q. 2c 0just where one would expect to find it: in the years of the New Deal, 0 _. '" II2
~a ~

~ ...... II") J, O. c.o (.
0World War II, and the Great Society. - <:"1 .L,J (J) (I') ....t ,-f II')... 0:; t· M C"I ...,. O. 0 (.) J~

C ~ (Ii II; 'J~ to c: .riWhat do these numhers have to do with the relationshiplwlween C1I ~"E o. c::
E r-I 0 I:) •• I' -r ... '".0 k, f rl C'l I· .,' '=1 ('I

~
the public and private spheres'! Simply this: In the United States, >- /. kJ ...~ c i r.i0

.~a/one of all major marllet economies, the rise of big business pre· c- o.
E ..ceded the rise of big govemment. In Britain, France, Germany, and w c.

Japan, a substantial civil bureaucracy was embedded in the 1:lIlLure .. lJl
h

;jlong before the appearance of big business. In addition, each of these
C1I

t: -'0 o u.
C1I ~...., oS} .,. a, r; I "'" ~, ~ .•other nations had a feudal heritage stretching uack for several cenLu- u. " r:: c'" rLJ r."1 r.'1 " I- 0 ~

c' ~~ ~
vi II') .~ r-I teo J. I- v>
o I: I" ci .-.: WI: I: cries, together with a well-defined locus of national sovereignty. In ...0 00J Cl. " ~ I .... rl (i) at) ''::1 el II- o 0

rl ,..... r-1 C'I '='1the United States, however, big business came first. And when it did ~ ~"§ ..
come, no countervailing force existed to soften its impact: 110 aris-

:l -5Q.
~.0 0tocracy, no mandarin class, no guild tradition, no labor IllOV{\IlWllt, a.
;Jno established church. This is one reason ",lty the business revolution '"~ ~proceeded so much more rapidly here than elsewhere, why extrt'mely

I ~
N tQlarge enterprises came so much earlier I and why the political reae·

C1I- :0 ...-- tion was so much stronger (Keller 197n;McCra)V 1981: 1-19).
..

~
rl rl .0 0 0 0 0 ~'r- .- I'" 0 ('I "1" If) I"" UJ

~.... 'JJ m 0) a; a, (J) m.... rlr-1r~r-t_"""'.-t VJ
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The United States was the only nation to enact regulatory legisla·
tion direded specifically against big business at very early uutes.
Congress 'passed the Interstate Commerce Act in 1887, the Sherman
Antitrust Act in 1890, and the Federal Trade Commission and Clay·
ton Acts in 1914. We were the only country to attempt such a thor
oughgoing regulation of railroads as was contemplaled unuer lhe
Hepburn Act (1906). Elsewhere, such laws were regarded as unnec·
essary. In the case of railroads, either the government itself owned
the enterprise or the size of the company was not so great as in the
United States, with its vast distances and correspondingly large rail·
road corporations. And the antitrust laws were simply inappropriate
for Europc. Although practices varied from one country to the next,
in general the European polities encouraged guilds and cartels, both
of which tended to protect small business and to aid those countries'
efforts to promote their exports (Keller 1979; McCraw 1981: 1-19;
Cornish 1979; Hannah 1979; Challdler 1980).5

In the United States, hy contrast, small enterprises were often
threatened, displaced, or even absorbed by the integrative nlt!asures
typical of American big husincss, either through horizontal inte~ra·

lion' (absorption by merger and acquisition) or through vertit'al inte·
gration (displacement of small wholesalers and retailers by forwaru·
integrating giant firms). The injuries suffered by small businesses in
thes'e oft~~rutal procedures' t~rust the question of big busincss
immelliatcly. into national po'liti.cs. Bewildered owners of small busi
nesses joi!led with,angry farmers i~ ~emanding that the government
do sometlling about the new menace. '

In thi~ :nanller, a new p'JIitical agenda emerged, anu the auversarial
blisiness.government relationship in America was uom. It is impor·
tant ,to nute that this auversarial character is strictly between Ameri·
t8n govu.nment and big business. Throughout the last century, small
bllsin(!sses have attentpted to exploit the relationship as u nll'uns of
prut,!clbg themselves. Their success ha, varied accoruing to nUIllY
c.lifferent conditions: till.! ebb und flow of natiunal proslll'rity. tilt! in·
~olvel11ent of the country il~ wars, find their own atLiLuues tuward
~ov'emment (McCraw 19tH: 25~55).·

0'" course, generalizations of the sort just set forth are wry prob.
lenH\tical. T!ley require careful speCification anti are suhjeet to faallY
except,ions and' qualificatiunli~ Hut the main point is simple and
stl':dghtforward: The nature of the relationship between governmenl
find big business in t1w Uniteu States is difficult to specify in allY
absolute sense, but measured comparatively against the same rda·
liL"1Ship in otner democratic capitalist countries, it is clearly more
adversariaI. Further, the character of this relationship derived in purt
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trolll it reverse sequence uf institutiunal h'l'Uwth. \Vhl'I'I~HS III must
nations big ~overnment (or, morc prl'cisely. a powt'rful alHl well
dt'Vt'lopl'd state apparatus) precedl'd the cIJlllin~ of hi~ husinl.'ss, in
lilt' LJnitl'd States alone, with its antistliList traditions, hig husiness
rami' first. The plltLl'fn resl'milled it thrt·I!·sta~e l'volulllJlI (s!'l' Fil-\Ufl'
2-21,

Ohviously, this chart is only a rou~h del'idion of the differential
growlh rales of the puhlic sector on the olle hand and hig husiness on
lhe oUH'r. The sil.e of the figures only crudely expresst's Uwir relative
atrcnl-\th. And the chart leave:. uut other institutions sllch as tI\I!
dlllrch, the aristocracy, and the military. all of whidl sl'rved in
EuwpI' anu Japan as additional 1:lIulltl'rwl'i~hLs III 111111111' illflllC'II""

by InISIIIl!Ss. III the 1Il1itl·d States, Wlll'fl' Ill) SUi'll 1·'llIlIL,·rWI'Ij.;IILs

figure 2-2. Growlh Hdtes of Governmllnt dlUI Bill BlISjIlC~S.

~IAGI: MU~T COUN rillES TIll UNlllOSIAllS
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existed, nothing appeared to stand between big business aud the kind
of centralized power Americans had so long abhorred. (A refinement
(!f the chart might also show broad overlaps of the figures for the
other countries. Business-government cuoperation sometimes became
so close that portions of the Jlublic and private sectors could enter
relationships of symbiosis or even merger.)

In the United States alone, big husiness was seen as the initial
threat to Ii berty, sinCE: it occupied the field uncontested and since
many uf the early railroads and" trusts" did indeed abuse their ~reat

power. Thl:Y unilaterally decided questions that affected whole com
munities and onen mude little secret of their "Public be damned"
attitudt!. The fad that they also brought technological innovations,
economic growth, and Jow prices ~o consumers could not entirely
offset the Lad reputation they were making for themselves.

From the business persp~ctive, on the other hand, when govern·
ment finally did begin to grow, it' was seen as the threat-as a new
r;halleJl~erand pretender to the Jlower that business had grown accus·
tamed to enjoying alone. Eventually, in a develapment full of irony,
the rise of big government in stage 3 was perceived by both big and
SIlI!!11 ,business as an iIIe~iLimate illcursioil hy Washinbrt.{)n into the
autalwmy rightfully exercised l~y IJrivate enterprise, In the rise of hi~

gll,Vermnl'llt, business saw. quite aceurately, a reductiun in its own
freedom of deeision. '

, WithOl~t t~e comparative perspecdve, it is difficult and pllrhaps
impossible to understillld this process. But, in the differential growth
f3tes lJelw·een government and big business, the American experi·
ence, has b~ell Inore exceptional than we often think. In uther coun·
tries: business executives seldom' experienced the autonomy charac
terjs~ic of their American counterparts, Few European or Jupanere
business managers took. it fur granted that they could make impor
tant investment decisions without consulting the state. American
executives, by contrast, thought it outrageous when the U.S. govern
ment first did claim sUl:h a role during the New Deal. And within
another generation, their feeling3 had hardened into a virtual idl'ol·
ogy. As one student of this questiol'\ has recemly cummented, "The
musL 'characteristic, distinctive and !,crsistellt belief of AlIleril'un t:lJr
porate ex<!cui.i'les is an underlying suspieion and mistrust uf gowrn
ment It distinguishes the American 011l>int'ss community not unly
from every uther bourgeoisie, but' also from every other lebrilimate
organization of Jlolitical interests in American society" (Vogel
1978).

To this day foreign business executives envy American manal{ers
their high social status, as well as the decree of autonomy U1l'y still
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'. I.. •...w~~ III llIal<illU dl'!'isiolls. Ellrllpl'illlS \\'Hlld hl,l' V,'I) IIIU<'lI ttl have
lht' fWI'dom 1I1l'ir Ameril'alll'ollnterparts I'IIJII) Irolll aIL;ll'k~ by pow

I er(ul l\larxist ~rollps alld to l.Ollle extenL fWIIl daillls hy trade uniolls
I for a IIIaJllr voice in bIlSilH'SS t1l'cisions, (o;vI'n 1I11' dllllll';,lil' t:llltllres
of EllWPl' and till' lInited :->tates rl'f1I'l't till' diffl'n'lll'l', Sl'ldlllll ill

I Alllerh:un history did IHlSil\l'ss mallagl'rs slIlTt'r the vaglll·ly IIllS"I-llIly
atutilln dlaral'll'ristic of tlll'ir ('Ountl'l'parts ill Eurol"'. lowl'r in till'
sodal IH,,'kin~ order than church offil'.als, UIl' lillllll-d ari"tol'nll'Y, or
the millLary, Being .. in trade" did not disqualify AlIlI'ri. 'ails fwm

, makill~ a gO:1l1 nHIlTiaUt'. Indeed, such AnlC'ril'an arisllll'l'ill'y as did
dt'vl'lop ~I'I'W prilllarily not from a lalldl'd gl'nLry hut frolll a IJIIsiness

1I:I'ntry,
EUfOJll'an alld Japane~e lII.uHl~ers t'lnphatically do not, 11I1wl'vl'I',

t'l\vy AIIII'ril'an l!xeculives their relationship with t-:ovc'rnnll'IIL In.
stead, Uu'y often ('xpress wonder aile! haff'll'lIwnt at Ihl' advt'rsurial
l'haracll'1' of thatl'elationship, They havl' difficulty ullllt'l'standinl-: Lhe
mUlual hostility hetween two sets uf I'layl'rs whom fOI'l'ign execll
Ilives tl~1H1 to fl-gard as lIalmal allil's,6

LEGITIMACY AND PERFORMANCE
IN THE MIXED ECONOMY

In EUropl' and ,lapan, hoth uove... lIuent and Ilit-: husilwss loday l'njoy
II prCsUllIl'tivl! Il'l{itimuey that is simply lat:l<in~ in thl' lInlll'd Slates,
llistoricully sJleakin~, America's ahsent:t' of a fl!lHlal hl'riLal-W and its
,'arly conditions of op<'nnl'ss and 1Il0hllity nll'allt thaI allllllsi. 1Il1l1lillt-:
I'XI'('pt individualislll and 11t'I'SlIllill fn't'dolll did havl' 1t'~lllIlIa.'Y, III
~lIl'h a sl'ltillg hllsilll'sS ('nll'rpl'ist" nearly all of whi<'ll was ;,lIlall Sl',dl',
ilppeared most ofLl'n as a Illallifl'slatilln 0 I' individual aul IIll/) Illy , w;

IVI'II as the l'OlllmOlwst nll'ans of upward IlIol,ihly, It UII'n-fort·
shared ill the Il'l{itilllacy of individualislII. But tile risl' of Ilig hUSIIII':;S
11\ the late nineteenLh l't!ntlll'Y partly undl'l'Inilwd till' prl'SUIIIl'tive
I"/:itimacy of private enLerl'risl' und sl'paratt'd ""~iIIl'SS 11110 two
I'amps; slIIall husilless, whil'h wLained ",t-:itilllal'y, alld Ilig husilll'SS.
which lIl'ver quite al'qllin'd it. Whl'nt'vl'r hig IlIlSilll'ss did SI't'11I I"
have t-:ailll'd I"I': i Lilllill'Y. SOliit' IH'W S"011111;,1 III' 011 ... 1' '-V"III. IlIld.'I"
1I111lf'd It 11111'(' IIIOI'.!,

'I'll(' culminalion ,'allH' in Ull' H):lOs, wlll'n the I :Il'at 1II'I'l'l'l.sioll
dt'slroYt'd UIl' Il'Ultilllal'Y that hig IIIISill"ss had 11Iauagl'd to gaill
through its remarkahl(! record in J1fOllIotill~ I'l'OnOlllir growlh. At tht'
sallie tillll', the initial failure of Ilerhert Ilollvl'r's guveTIIJIIl'lIt to Lleal
with thl' I'I:OIIOlllic crisis IWl{all to call illto q\ll'stillll till' h'gitiJllaey of
I:0 Vernnll'lIt itsl'lf. Tlw iss\II' of govel'llllH'lIt !l'l{ilimal'y was clllllpli-
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,
eated still further, thuugh ill a very different way, by the presidency
of Franklin D. Roosevelt. "'DR's New Deal appealed deeply to most
Americans, but it angered corporate ~xec'.Jtive!1 and wealthy share·
holders more than any other event since the beginnings of hig busi·
ness itself. With the onset of the New Deal, the rise of big govern·
men~ be~an in earnest', and the whole question of the proper relation·
g(lij> 6ftween the public and private spheres took on new meaning.
, 'the ernergency or.W~rld War II 'temporarily mooted some of these

\ '." ,
~£s~es" uut, ,the pattem h~d been set. Qut of the combined upheavals
,~f I.he Gr~a~ D,ewessio,n and the W,ar emerged the modern mixed
economy, in which the business· government relationship in America

I· . '. I I I I I •

~/¥. far mo~e comPlex tilan, it. ha~,I~ver been before. The ne,w situa·
tion did nol off(~r a relevant !letting for the old conceptual s'}pardtion
of the public and private' spheres. 'i'he proliferation of huge govern·
mer'lt contracts-with defense industries, with privatt' compan:es
doin,g w<!.~~ ,lplP~Il\t~d to d£:fen'se~ 'and with' universities both puhlill
and private-blurred the issue as never before. In the mixed economy
nothing seeined purely pUbli~, nothing purely private. And within
5u~h a conte~t; no status-public, private, or mixed-was in and of
itself aroute t<,> legitima,cy.,

• I- " ,I

Instcild, a series of new criteria arose that transcended the public·
I. " I

pri~ate ques.tion. Later in th!s chapter, these criteria or pillars of
!ecitimacy, arttdiscuss~d i1) detail. First, however, the relevancy to the
preswt discussion of both these criteria and the concept of legiti.
mac;y itself should be made more explicit.

The reason why the legitimacy question is so important is that it
': U11derlies :Nhatever changes different groups may wish to make in the

business· government relat;onship. These include, among other things,
proposals for deregulation, for "getting the government oCf the backs
of the people," and for the "reprivatization of public functions." In
order to clarify such is:lues and estimate the likely degree of their ful·
fillment, it is appropriate not only to place the American experienee
in cross· national and historical perspective, as this chapter has done
up to noVi. It is also necessary to examine the boundaries of legiti·
macy in some of the institutions that have been developed under the
recent regime of the mixed economy.

A premise of this approach is that a question such as .. Which types
of activity belong in the puhlic sector and which in the private?" is
slightly off the mark. A better way to get at the important issues is
to ask" What are the conditions of legitimacy in modern America for
different types of pUblic, private, and mixed undertakings'!"

Often, new medical principles are discovered by researchers who
(.... look at uncommon pathologies or lIlutations. By much the same

: ~ ""-
!
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wule, WI' can get a clearer idea of 1lI0dt~m institutional Il'gitimacy hy
1·:o.ulI1ining the performance of or~anizutions that comhilll' Jluillic and
privati' roles in some unusual way in the mixed Ameril'an 1'l'Onolny,
It is likl'ly that the American polity holds puhlic, privatI', and mixed
organizatIOns alike accollntahle for the fulfillment of the l'ollllitiollS
o( It'gilimacy and that in some respeds it makes Iilllt· diffl'rellce
which o( these institutions carries on a givl'll activity.

For I'ul'h, the conditions of legitimal'Y sel'm to hi! a complex
lImalgam of l'fl'Il'ienl'y, fairness, and :.hal'l'd pllWI'r. OI'I('n we lend til
associate the first with the private sector and the next tWll with the
puhlic. But long·term legitimacy in Anll'rica for any institution,
whether Jluhlie, private, or mixed, requin's satisfal'lory performance
till all tlm'e counts. To illustrate let us examine hrieny tile eXJleri
l'/Il:e~ of two mixed institutions that gn!w out of the Npw Deal. The
t'xulllples arc, first, the Tenlll'ssl'e Valley Authllrity, a puhlie corpo
ration .... illI a variety of Cunctions; and s('('ollll, the puhli('-pnvatl' cor.
porate regulatory system constructl't.l ulltIer the aegis of thl! SI'l'uri.
III'S and I';xt:hangl' Commissioll.

TliE TENNESSEE VALLEY AUTHOHITY

Tht! TV A was created in 1U:.J::J as a multiplt'-purposl' rivl'r proWI'l
IIlLt!nded to raisH the standard of living ill a Ifppn'ssed art!a of alJout
,10,000 square miles and ahout 2.5 million population, Thl' nl'w
agt'ncy was to I'onstrucl dams, dHVl'lop an inland watt·rway. ('ontllll
1111' river's chronie l1ood1l1g, devl'lop III'W ftll'fns of Il'rl.llil:l·r, alld
bring electricity to farms, ollly :3 pen'l'lIt of whit'll had it at thl' tillle
11\ this region. The TV A was a controvl'rsial llllllt'rtallillg, prinwnly
hecuuse of till' provisiolls uhout eledri(·lty. I'rivatl'ly oW/H·d 11I)w('r
(' lI l1lpunit!s were already servinl{ the area, and they would IliIv(! to hl~

l'lIoptt!d or displaced. I'residl'llt Ilerhert Il0ovl'r had Vl'loed I'arlier
Il'!lislation tu do these tasl\s. I lis veto IIll!ssage P~l'rt'ssed thl' dlilral"
It'ristic American COlH"ern ahout kel'pillg puhlie and privatI' affairs
sl'parate, For the gOVI!l'nnlClIl. to entt'r into a l'ompl'Lltivl' Situation
With private companies, said IloovI~r, "IS Ilot iii Il'ralr:-'lu , II IS dl'gl'll.
I'ration" (lJ.~. Presidcllt 19:j 1 ).

Prcsidl'nt Franldin D. Roosevplt, on till' uthl'" lIand, rt'gardpd puh.
Ill' oWIll'rship of utilities as a Il'gitimatl' I'undioll of gOVl'rIlnll'nt,
!lIven certain eirculllstances. In the case of till' ')'elll1l'SSI'(' Valley, he
~lrlllVcd no hesitation. ,Just hl'fore FDH slglwd the TV A Ad., Senator
(;"orge Norris of Nehlasl,a, who had Sl"lllsored hoth this Il'gislation
lIud the hill I/oover had vetoed, put a 1I111'stion to him: .. What arc
you going to say whcn they asl, you till' polltkal philosophy hehind
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TVA?" Roosevelt answered with typical blandness, good humor, and
unconcern about mixed enterprisl;?: ,"I'll tell them it's neiUH!r·fish nor
!owl, but, whatever it is, it will taste awfully good to the people of
the Ten:lessee V2..lIey" (Goldman 1952: 339).

The TV A has remained controver..ial to this day. But in the years
!iinc~ 1933 it has also achieved an extraordinarily high reputation,
both in the United States and even more so abroad, for the efficient
pet(ormance of its multiple functions. Eventually it became the larg
est electric utility in the United States. It pioneered such innovations
as the de,clining-block utility rate structure, the coordinated manage
ment of water reservoirs, and creative methods of personnel manage
ment. And it succeeded brilliantly in its overall strategy of a unified
development of the Tennessee River system into a waterway whose
flow can be controlled almost like a kitchen tap, That in the process
of doing all these things the TVA forced a major privately owned
utility out of business did not allpreciably detract from the ageney's
overall reputation for success (McCraw 1971: ch. 8).

II was not I;lntil the 1960s and 1970s that the TVA ran into real
trouble. In those .decadl's, the agency's halo not only hegan to tar
nish, but ultimately fell to the ground. The new prohlems had to do,
first, with the pollution caused by its gigantic thermal pOW(lr plants,
which fou~ the air and used huge quantities of strip-mined coal.
Environmentalists protested against the spectacle of a government
agency's doinK no, better on environmental issues than the privately
owned utility industry was uoing,

A second wave of prohlems struck in the 1970s, as the perceived
dangers of nuclear power anu the skyrocketing cost of hoth fuel and
capital all hit simultaneously. When these ulows fell, TVA's public
sector status affonJed it no immunity. The agency was VNy adversely
affecteu, just as Wl'W its counterparts in the investor-owned part of
the industry. (The public Sllelor accounts for ahout 20 pen'l'llt of the
electric power industry in America (McCraw lU7(): l:17~-J:.IH()I),

The significance of the TV A story to the present discussion falls
into three parts. First, the multiple-purpose job accomplished by this
public agency coulu not have been done by a private company or
even a consortium of companies, Public ownership was siJw qua non.
Only a purt of the enterprise was evpn potentially pwfitalM. allll this
part initially was rcgardl'd as incidental tu the harnes~in~of thl' river
anu the general uplift of living standards. There simply would have
been no way to "privatiw" all of TV A's multiple functions,

Despite its acknowled~ed success, Lte TV A experiment has IWVI'r
been uuplicateu in the United States. When S('nator Norris inlrodul'\'d
fl bil\ ill 1937 for "seven little TV A's" to he lHlllt ill otlwr parb; of
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the country, the proposal did not even f('I'eiYl' J{oosl'vl'lt's support
.nd did Ilut come close to passage. In the American systl'lIl, one TV A
"'Il! enough, eVl'n in the depf(!ssinn atmosphere of the 1~J:IO~. TI1l' na
tIOn did not IWI'd additiollal yurdstil'ks to IIHmSUH' LllI' I'llidL'lH:y of
till' private utilities. IndL~ed, it is clear that without LlII' l'l'Isis of the
(,reot Ih'pressltlll , th('f(l would Illlt havL' 111'1'11 I'ven 0111',

Finally, when the TVA ellcountered intractable proIJII!IIlS bl'..:in
ning in the 1UtiOs, public-sector status not only faill'd to shield it
from allul'k hut actually compounded its prohlems, TIll' prl!ssures it
fl'reived from environmentalists and from its own Cllstollll'rS who
were outru~eu at the rapid rise in its rates for I'lt'clril'ity wI're all the
Ilronger hecause TV A was pl'rcL'ived as part of the ~ovl'rnnll'lIt.

In all theSl' ways, the TV A's experil'nce is a useful liLnllls test for
the elements of institutional legitimacy in nlodern AlneriL-a. Its lIdys
"'y suggests that in some fundamental ways, it makes liLt.ll! diffL'rellce
wheUlI'r 111I organization is wholly puhlic, wholly privatI'. or mixed in
nature. If till' ul'gllni.-.ation is to maintain its Ip/.(itim:...y. It must 11l~

perccivI'd us pl'rformin~ its taslo; cfficil'lltly, failly, and Without tou
many IInplL!Usallt sid'l effeds, There is 110 illllllllnit.y frum the:le
n'lluiwmL'IILs.

CORPORATE CONTROL AND THE SECURITIES
AND EXCHANGE COMMISSION

;\ secolld reVL'alin~ story of a mixed sysll'lll IIl''':illl willi II ... l'a:>sa~l~

"r the SL'('uriti,'s Ad of l!J:I:l alld till' S("'lIriti,'s Jo::,.dlilll~l· ;\l't of
193-1. ill the yL'al'S SillCL' this h'/.(islatioll, tilL' SI'('lIritil'S alld 1·::-.dHlIl~I·

('ommissioll, which administL'rs both laws, has dewlopl'd a rl'puta
11011 as the most dfl'cLive 1'L'~lIlatory a~I'J)('y ill till' fl,dL'ral r-:ov,~rn

menL (lll'ffron 1!J71: IHH; II.S. SL'llatl' 1!J77: I, 27IJ; SEC l'l'esidl'n
tlli! Transition 'I\'am I !JHO: I, til,? It mi..:ht I'YI'n Ill' a1WII'd Ihat with·
uut the SEC, hllsiness corporations in J\llll'ril'a would IIIlI !lOW l!nJoy
the legitimacy they do. The a":l'lIcy PfOlllOtl'S the disdo"II ... · of infoI"
maliull ill an unusually thuroughgoing yet nOIH:oel'L'ivL' way, Nearly
all ImsiJlL'ss eXl'cutives have a well-fuunded respect for it. But it is
the strall'..:y lH'hind the SEC's achil!vt'm"lIt in a mixL'u plllth," private
.yllelll. ill addition to tilL! SUI:CI'SS itself, t.hat is of inLpr,'sl hen' (l\lc
Craw 1!JH2),

Confronted in the 1930s with a national ecollomic dl'llI"pssioll and
• discredited, Illuriuuntl securities marlwt, the SEC cOllld casily have
construl!J its mission as a punitive a\.tal:k 011 unpopular gian\. corpo
rations. Illstead of wreakin~ vengeallcl', however, the agt'llL'y set out
10 reston' legitimacy to Wall Street's essl'ntiaJ function of dlilllllelillg
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investment capital into enterprise. In order to do this, the architects
of the SEC's laws and policies emphasized disclosure and publicity of
corporate affairs much more than the hunting down and punishing
of .miscreants, The strategy looked forward rather than baek and
focused on new reports rather than on past sins. The SEC did not,
for example, dwell on corporate America's role in bringing on the
Depression. The l~gislation,very carefully drawn (which was atypical
for regulatory laws), required corporations to report annually to the
SEC on a host of intimate details of their business.

In a crucial decision, the SEC opted for enforcement of these pro·
visions not by a huge Washington hureaucracy but by a mixed public
private regulatory system, The agency worked hand-in-hand with the
American accounting profession in order to promote accurate and
useful reports. In effect, private.sector accountants were made the
linchpin of the scheme of regUlation. The accountants themselves
cooperated enthusiastically once. their panic over personal liability
WaJ assuaged. The size of their profession multiplied rapidly in order
to meet the SEC-mandated requirements for accounting services,
What is significant is that the SEC deliberately used private agents
to serve public functions.

A similar strategy underlay th~ SEC's management of its relation
ship with the organized exchanges, especially the one in New Yark.
Rather thantake over the New York Stock Exchange, as it might
well h'ave done. given the disgraceful record of Wall Street in policing
itself, the SEC pursued a policy of encouraging reform-minded insur
gents wjthin the exchange organization. This approach achieved com
plete success within a few ye~s, despite several contrary forces:
?pposillon to coop~ation from militunt SEC staff members, stone·
waHing by the ruling oligarchs of the stock exchange, and frequent
cf\l'ping from the New Republic and other liberal organs, which
argued tha~ the SEC was contaminating itself by association with
wrongdoers, Implicitly, the New Republic was insisting that the pub
He and private spheres must be kept separate, that mixcd systems of
i.his nature were illegitimate,

The final brick in the SEC's edifice of public-private ~eguiatory

structures came in '1938, when the agency helped to organize a pri·
vately run regulatory body for the so-called over-the-counter port~on

of the securities industry. This new institution, the National Associa
tion of Securities Dealers, Inc., looked like an ordinary trade associa·
tion. In fact it became an effective rCb'Ulatory force for the iudustry,
The association did not hesitate to discipline erring members through
f!nes" s/.lspensions, and I7xpulsions, Expulsion from the assodation
meant removal from the industry., AJld the beauty of tIu' system was

thul as a private institution the association was not ('onstrained hy
till' procedural red tape that delayed ill1flll'll1entation of :;anl'lions by
puhlic rl'l{ulatury agencies.

Thl' :-;EC achieved its rcmarkahle success primarily hy I'I1I'o\lfuging
I1nd involving thin.l·party groups from U\l' private sedor. Tlw:;(! play
NS, in tllrn, supported both the process and the SEC itsl'lf. Tlw lili
Killion, dday. and atlversarial posturing so eharacLeristil' of uLlll'r
rt'l:ulatory proceedinj.ls were therehy finessed,

Both lhe TV A and SEC stories are a ~ood deal 1110re ('llInplkated
than sUt-:lll'sted in these synopses, and Llll' precise natllJ't' of hllwau.
t'futic "sllccess" remains slIhjective and OhSl'Ufl', SllI'h SIII'I'I'SS as I'adl
(If the two aj.ll·nl'ies did adlil!ve was notl{ained wilhollt 11I1"l'lwl hlt'k.
t'ring within the orgallll.iltion, serious allacl<s from wilhout, and
pt'rl'nnial prohh'll1s with Congress, In eaeh agency, lllon'OVl'r, success
l'Iluld nol have come withoul first-rate talent, Such llIen as Arthur E.
,",organ and David E, Lilienthal of the TV A, James t\1. Landis and
William 0, Douglas of the SEC, were not just j.lood puhlic s('rvanls.
They WI'fl' topflight stratej.lists who would have mad., thpir marl<s in
many olher Iilll's of work in eitht'r the public or privall' ~l,.'tol',

To ulllll'rstand the likely fale of proposals for I'uillic· pnvale parl
nerships or for Uw rl'privati7.lllion of puhlil: fallll'lioIiS. it is 1Il'l'('ssary
to cOlllpn'hend hoth Uw pillars of ulld harriers to SIIl'I't'SS ill mil\etl
underlakilll:s.

PILLARS OF SUCCESS

1. A Sense of Crisis. TIlC' mosl cn'alivc eXl'erinwnts III mixed
IlIlllertakings have corne thu ing economic .. risis, warlinH', (11' inlense
inlernational competition. The TV A and ~mc durllll-: the (:n'al nl"
pression. the t\lanhaltan I'rojl'cl allli mohilization of thl' privale bee.
lor durin~ World War II, NJ\~A and till' Illoon shot dminl-: till' post
Spulnik competition with the Sovj(,t l'nion, all COlli., to IHind as
instances of successful public-privatI' collaboralion in fllixl'd illstltU
tlons for the purposc of mCl'ting some crisis. The percl'plion of crisis
is not a sufficicnt condition for success, and it may not CVl'n he
l'ssential. But it is certainly helpful. For example, a form of I\ledkare
was inlroduced us early as the Truman administration, but not until
llll' (;rea~ Society was the public pl'fl'('ption of a crisis in heu/lh cure
sufficil'ntly I'owerfullo push thl'Ough the rNluired legislation,

2, The Opportunity of a Positive-SUIll Game. In till' examples
Just cited. almost every player l!1ldl'd up hetter off. Tht'I'l' were fl'w
dear losers, Even in the TV A story, tile principallosl'r 011 till' private
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side, Mr. Wendell Willkie of Commonwealth and Southern Corpora.
tion, parlayed his loss into the Republican nomination for the presi·
dency in 1940. In the SEC case, Wall Street regained a measure of
legitimacy, the accounting profession acquired new functions and
hordes of new members, and the over-the-counter brokers and deal
ers gained power over the Hy,by-night operators who were giving
t.heir industry a bad name. The Manhattan Project offered physicists
Bnd other scientists an llnormous budget and relatively attractive
working conditions. War mobilization presented the opportunity for
thel making of great private fortunes without profiteering. NASA was
profligate with puhlic fund~ during its heyday in the 1960s. And
Medicare, with aU its faults, finally passed Congress once the medical
profession perceived it as an economic boon as well as an altemative
to l'omE-thing more drastic.

~i.. A Coherent Strategy Implemented by First· Rate Talent. Most
of L!'lese lluccessfut experimllnts w,~re carried out by unusually aille
arc'liteds of the oril:inal strategies and by capable administrators
who ~clievt!(J,in the ju~tice of the cliuse. The TVA and sr~c Iqllder·
ship, hilS ,already' been described. In addition, there were ltohert
Op;:>enheimer and Leslie Groves of the Manhattan Project, James
Wepb of NASA, Robert Moses 'l)f the New York Port Authority,
Luc;us Clcli-Of the interstate highway system, and Hyman Rickover
of tl-ae ~hvy~s nuclear power program. Each one of these leaders
understood the necessity for a coherent strategy and for getting the
right subordinates to carry it through.

~. IIigh-Perc:entage Initial Steps. The first thing TVA did was
build a gr.e:!t dam, Working round the clock, it employed four six·
hour shifts of workers in order to aJleviate unemployment in the de
pressed region. Given' the engineering talent the agency was ahle to
attend (in large part because private construction was languishing at
the time), there was hardly any way its first project could fail. The
initial success led to oUwrs and infused the whole organization with a
spirit that became its trauemark. Much the same thing happened with
the SEC, And NASA took extraordinary pains to makll its initial
manned rocket launchings not only successful in the technical sense,
but the occasions for national media spectaculars.,

5. An Identifiable Measure of Success other than Profit. On a
cost-benefit calculus, nearly all of the achievements listed so far be·

-- come leBs clearly successful. Yet each project tended to he either self·
~ justifying through its fulfillment of noneconomic criteria (making
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the utlllllil: hllmh; reaching the lIluun" or was financially sl.if.sustain
ing (the TVA power program through customers' reVI'IIlIl'S, tllI'SEC
though reqUirements that private accountants he paid by Ull'ir cur
Jlorate clients).

In till' ahse/l(:e of SI!VCre erisis, this pillar is perhaps thl' /\lost diffi
I'ult of all tu put ill plact'. If no dear pcoof of SUCI'I'SS h. availabh', thl'
ISsue wtllms to the hottom line of till! income statl'lIl1'lIt. And if that
&I to 1)(' the crit(!rioll, then the very nature of cupital is III 's allocatioll
of n'SOIlCl'es is nol goillg to he helpful 011 a hroad scali' 10 any umll'r.
taking l')o.el'Pt the illvl'st/llellts of first dlOil'L' as dl'fi/1I'd IJy I'apital
markels.

6. Some Means of Controlling the Agenda and Limitillg the Num
ber of Players. Almost allY mixed-function entl'rprisp or public
private ('o\Iahoration dl'flcnds, if it is to slll'cced, 011 till' orderly im
plemelltation of a colwwllt strategy. If the agl!l\(la of a given under.
taking is lip for grahs and the /Iumher of participants is lllllilJlited,
then UlI' likelihood of success is small.

Because uf til(' upheavals in American sodety owr till' lusttwcllty
)'1'815, one Cl.m arglle that insuperable harrit!rs to the 1'lIntrul uf im.
I'ortantpuhlic agendas now exist. The nlllllhl'r of illtcrl'st/.:rllups that
now scramble [or attentioll to their own narrow Mouls -- whl'lher ('co
lIomic, political. ra('ial, social, sexual, or whatever-mukes it dear
that cozy hilateral husiJl{'ss-g-ovl'rnllJellt relutlOlIships, 1'\'1'11 011 an ad
hoc hasis for admirable purposes, may oft('11 he doollll'd. Thl' n'voll/'
tllm in jlldicial stulIlhng, which maltes it possil,le for all sorts of play
,'rs to dl'hly ulmost any nl'w Illlderlal\lIIg tllruugh I'xpillitatillll of
the cOllrt system, has aln'ady I,il\l'd Illlnll'rOliS projl'l'b thaI. in an
"lIrlicr time would have sailt'd through. Om' I'atlllot aVllid wondering
wlwther 50/11(' of the SUcc('sses Ibted I'ol/Id haw slll'vivl'd had thl'Y
hccn hoi'll in the media-dolllinated, litigious utmosplll'n' dllU""cLI'r
IS tic of Americall puhlic lifl! today, :-il'vl'ral COIlJIlIL'Jlllll.or:i hdVl' 1'1(.

presseL! douht, for example, that the interstate highway sy~tl'll\ could
haw hel'n built had it h('('n proposl'd ill till' 1!J70s rallll'r thull till'
1950s, Yet it is equally clear that without till' n'volutioll in judicial
standing alld till' opening up of al:('('ss to pOlVl'r, till! civil rights Il\OV!'.

1/II'IIt alld otlll'r slJ('wl u('hil'vellll'nts or l/II~ last gl'lH'I'iIIIOII ('ould 1I0t
have 111'1 'lIrrl'd , The old dill'/IlllwS /"I 'I II a/II, alld as Usual t/II'rl! an' 110

I'asy solutioJl1>.
Despitl' sui'll problems (and the list could hl' Illuch longer), O/l(!

salil'llt tn'nll of the 1980s sug-gests that the barriers to successful
IJllhlie·private collahoration Illi~h t IJ(, hrl'ached. Th is is the trend
tuward viewing- ('ountries as competitors, or toward vil'wing (,olllpe-
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t.ition from ahwed us a lhr'Ulit to dumestit: jobs. Today, as m'ore amI
I;lOre of the American people begin to understand their economic
vulnerability to the superior industrial efficiency of foreign produc
ers, they might well begin to see that business-government hostility
within the United Slates compounds the problem and delays the
aujustment. As in the past, so too in the present: A sense of crisis can
redefine legitimacy in any socil;ty. In the face of crisis, customs that
seem entrC'nched or even sacred t,oday might tomorrow be('ome very
~e):ible indeeu. This is jllst the kind of thing that happened during
World Wdr II, when the issue of national survival made adversarial
re,latiollshil!s within the American polity suddenly inappropriate,
even irrelevant.

,The history of the corporation itself illustrates the same point.
That history began not in an adversarial but a cooperative context.
It wou1.d probalJly surprise many American business managers today
to disc',:>Ver that the roots of corporate development lie deep within
the political state. The pattern in the early nineteenth century was to
allow the incorporation of only those enterprises regardeu as helpful
to the public good. "ridges, turnpikes, and banks were the favored
fields. The numerous special charters that characterized early nine·
teenth-century business history reflected a conception of the corpo
ration as agent of the state. The chartered companies would perform
functions.Jhat were necessary but that the miniscule state did not
wish to perform for itself. In this sense proposals in our own time for
private companies to assume public functions resonate with the
origins, of the business corporation in America (Handlin and Handlill
1945).

During the last part of the· nineteenth century, however, state gov
ernments adopteu laws permitting free incorporation without special
legislative action. This ushered in the familiar modern era in which
a.lmost anyone collld start a c~mpany for almost any business pur
pose. Yet neilher here nor in the earlier period did a cohen'nl theory
of corporate legitimacy develop, aside from the ori~inal notion of
incorporation as a privilege bestowed in exchanJ.(e for the discharl(e
of somc puhlic purpose. In the twentieth century, corporate ll'giLi
macy has rested almost entirely on the demonstrated ahility of the
device as a means of mobilizing capital for a growing economy. For
good or ill, therefore, the legitimacy of the business firm has heen
entirely utilitarian. When it Has performed poorly, as during the
Great Depression, it has tended to lose legitimacy (Hurst 1970).

Seen against this complex historical hackground, the "1'('privatiza
tion" movement raises perplexing issues. Suppose, for example, it is
suggested that inner cities he revitalized through the cmployment of
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glll'lIo youth by profit-making corporatiuns whosl' payrolls are to he
.ub..idized hy government. Such experiments haw' suecI'eded on a
.mall scale, as We know. But considl'r the odds aJ.(ainst wiuespread
replication of th('sl' happy out('omes. SUppOSl' lhat lhl' urrunl{l'nll'nt
beCUlIll' so successful in th(' finandal :il'ns(! thal Llll' corporalion
1I,'.:an lo make a larl{e profit, Ilow hllll{ wuuld llll' 1'!\1)('rilllcnl hI'
Ix'rl'l'ived as legitimate'! For the puhlic image of the undl'rlaking,
would it not be disadvantageous if the sponsoring l'olllpuny were a
hig 1I11siness'! But would noL such u powl~rrul cOlllpany he tile ollly
kllld ilhle lo afford the experiment in the fir~t plal'l''? Assuming a
IlIr.:., profit hy a Ilig hu!>ilWSS, how lonl: would it Ill' hdorl' UII ('nl.,'r
l'r1silll{ journalist wrote a convill<'ing slory that till' company \'lias
enriching itself al the expense of ta!\puyers hy taldllg advuntagn of
Illosl' I'uhli,' IJlll'sestrings'? Ilow long hcfon' "GO !\linul.!s" hl'Oullllt
till' scandal to the attention of a natIOnal television uudil'lH'C'!

Or consider the oppusite finandal p('rfOrmillH'!'. SlIppose the
ul1l),'rlakillg lost mOIl!'y year afLI~r yl'ar. Ilow lonu ",'flln~ ('OlllfllullI
illg shareholders put a stop to it'! Is it lIol illegitilllal,' fill' l'ompallil's
dchlll'l'atl'ly to lose mOlll'y, howewl' worlhy thl' ,'"use'! (;iven this
dUlIlllI't1 if you do, dallllwtl if you don't situation, thoughts on Llll'
th"1I1l' of .. reprivatizatioll" evol\(· a hit of hope, 11IIl Sollie pessimislll
a.s wi'll.

NOTES TO CHAPTER 2

I. 1ll'IIalo Mazzulilli, (;,,/ll'I'II1I1"1I1 (',,"Imllo'" /','II/l'/Im,,', (NI'II' York: WIII'y.
197!11. The "i,' charl tll'picted ill the prt'M'lIt ,'ssay ill SOIll(' n'sp.'ct~ IIl1d,'rslul('s
IIII' ,'~It'nl of stale-owlled t'lIlerprlsc, Canada, fur c"alllpll', ,'~Iablbllt'd a ~I,(te.

o\\n.'t1 uil cOlllpallY ill 1!J75 alld lias cOlltilllll'd lu lIalillllali/o' 1,II'II11'II1s uf that
Indl/~Iry, evell IhoUllh the ,'harl shows 110 public oWII,'r~llIp "I' uil ill Canacl...
011 1111' \I S. ~ilualiulI, sl'e Alllllllarie Hauck \\'al>h, '/1/0' /'"hlw·., 11/1'''/<'55 (C.IIII.
brHl~I" ~lass.: Ml'I' I'rt'5S, 1U7H).

2 'IIII' growth nth's uf lIaliollal ,',·onoillit·s ,'all )1I' tnll"'cI III IIII' l'al:l'~ or IIII'
1:""""""0' /io'flOl'1 or ,,'" /'I'I'~/(/"1I1 (Wa~llIlIl:lOII, IU:.: II.S. C:IIV.'rlIl1l1·1I1 I'nllt.
InK (Hflt"'), \'arillu~ Y"ars. For 1111' IUH:.! /1"/'1/'1, ~ ..,' 'I"lhll' II-I ()!J 1111 p. :I!,fl.

3. I dll lIul wbh 10 be IIlhll'iHlill!! '"' Ihls puill!. '1'111'1'" b ill ,\IIIl'Iit'a a IUIII:
hllllln uf 1l0VNlllllelll·hllsilll'5S illlerpl'llI'lralioll, ul'l'a ..iullall\, 1'\"'1l ~Ylllhiu~b.
Till' n'laliulI~lIip belWI'('1I Ihl' Udl'lIse U"Pilrlllll'1I1 allllll> tll"'l'>illl,1> uf ,'ulllrdl'
1.01'>, 1111' AIIII'rit'all sysll'm uf "ri"I' suppurh alld n,~.'ardl a....blallce 10 allricul
lull'. i11111 /IllllleWIIS ulll,'r I'Xillllpll's aUe~1 10 1111' dallll"rs uf allY l'asy 1:I'Ill'rali.
11111111 allulIl Americall bllSIlIl'~~ ll"vI'C11I11I'1I1 r.. laliolls. Till' lIIallY worh of lhe
IIblllrialls Jallles Willard /Iur~l alld Ellb W. /Iawlt,y are "spl'l'inlly helpful 011 lhis
pIIIlIl St'., also /larry N. Sci1l'i111'r, "I.aw and I'olilil'al In~llllltiuns," (;"raltl U.
!'i.,h. "Slall' alltl Lucal (:OVI'rIlIlWllls," Tholllas 1\, McCraw, "1I"llulalory Allell.
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des," and :~yrd L.•Iones, "Uuvernment Management of the Economy," all in
volume 2 of Ellcyclopedia uf II ",erican /o.'collo",ic lIistory, edited by Wenn Por·
ler (New York: Scribner's, 1980). A useful and comprehensive text is 11.11. Lieb·
hafsky, Americull Govemmellt alld Busilless (New York: Wiley, 1971).

4. I have in mind hen' Alexis de Tocqueville, M.G. Jean de Crevecoeur, Mrs.
Trollope, and oUler articulate foreign observers of the American scenl'. Fur a
sample covering a wide spectrum of time, see America ill Perspectil'e: Tile
United Stutes through Fureigll f:yes, edited by Henry Steele Commager (New
York: c. 19·17, New American Library Edition,1961).

5. The argument I am making in this section about the differential I:rowth
rates of big business and gov('nlnumt in the United States, Including sunil' of the
numbers about federal employment, was first articulated by Alfred D. Chandler,
Jr., in all ~ssay called "(;overnment versus Business: An American l'helHlme·
non," in Business alld Public Policy, edited by John T. Dunlop (Uostoll: Ilarvard
Graduate 81:hool of Business Administralion, 1980), pp. 1-11.

6. These comments are based on my own conversations on this subject with
t:uropean and Japanese business executi.ves.

7. These favorable judgments of the SEC are typical, but such judgl\ll'nts are
of course not unanimous. It is within the context of other regulatory ul:encles,
not against some Ideal standard, that I am positing the SEC's success.

\'
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Homework

Based on the work-sheets used in the group-exercises, please prepare the sector
analysis for your own municipality.
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