
LOCAl DEVELOPMENT II
URBAN PROJECT

Submitted to

USAID / CAIRO

Submitted by

WILBUR SMITH ASSOCIATES

in association with

PUBLIC ADMIN:STRATION SERVICE

DEVELOPMENT CONSULTING OFFICE

DELOlnE AND TOUCHE

ENGINEERING AND GEOLOGICAL
CONSULTING OFFICE



mf/16-1F.646

REPORT ON

PROGRAM BUDGETING

:::

=-



Table of Contenl'i

I. Introduction 1

n. Budget Formats 2

m. Constraints to the Traditional Line-Item Budget 3

IV. Program Budgeting 4

A. Definition . 4

B. Major Components 4

C. Aimed Results (Benefits) 5

D. Major Activities Required to Implement Program Budgeting 5

E. Program Monitoring and Output Indicators 1 6
-

( 1$ LM ()~ II I Fs It .
-

V. Integrllted Financial Systems 8

VI. Strategic Planning and Resource Allocations 9

ANNEX
'"--

I. Program Budgeting

A. Definition of Term~

B. Examples of Program Matrix

C. Sample of Programs for the General Dewan

D.

E.

F.

Organization Chart of a Governorate

Objective Statement

Example of an Objective Statement

:...

=
II. Integrated Financial System

A. Chart for the Executive Program of Development

B. Phases for Implementation

m. OMED Work Plans

A. Timing of Tasks Accomplishments (4 charts)

B. Schedule for Budget Request Phase



I. INTROPUCflON

The budget is a tool for decision making nnd the efficient allocation of resources. It is also the main

executive tool for planning and showing the need for additional money as well as supporting the current funding

levels. It accomplishes this by providing:

o detailed financial plans developed on a realistic basis, taking into consideration scarce resources;

o legislative approval of those plans;

o a structure·for implementation of the approved financial plans; and
1"1~,wcl; ~ . •
() A the reqUired selVlces.

A properly designed budget serves the executive by providing an ability to:

o control expenditures and monitor progress towards achievirig programmatic goals;

o manage efficiently by analyzing alternative approaches; and

o plan for services requirements by~specific performance measurements. (JI~ kl1Ai>~

A Program Budgeting System (PBS) assists this process by collecting financial data in a format that

makes clearer the relationship of programmatic and financial decisions. PBS has been implemented in the

Qaliubia Governorate as a pilot program which represents the fll'st application of this technique in the Arab

Republic of Egypt. Program Budgeting focuses the budget on whett we the goals of the Governorate and the

means by which they wiIl be accomplished (outputs). In other words, decisions are made on the basis of services

provided by the Governorate (outputs) rather than how money is to be spent on a specific bab-item-variety. The

end products/outputs of the Governorate then assume prominence in terms of the committed fiscal resources.

Consequently, marlagers become accountable for achieving end products as resources are budgeted, as will be

indicated in the following sections. It is important to note that the present format of the bab-line-item budgeting

. is Dot replaced but is augmented by Program Budgeting.
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u. nUDGET fORMATS

The following chart prcsents the various budget formats and their key fcatures:

PRIMARY

FORMAT CHARAcrnRISTI~ ORGANl2'ATlON FP..A~ EMPHASIS

LINE·ITEM EXPENDITURE BY RESOURCES PURCHASED CONTROL

OBJECTS (SALARIES OF WHAT

SUPPLIES, PURCHASED IS BOUGHT,

SERVICES, ETC.) PREVENT
I

THIEVERY.

PERFORMANCE EXPENDITURE BY WORK· TASKS OR ACTIVITIES MANAGEMENT

LOAD OR ACTIVITY. PERFORMED EFFICIENCY,

PRESENTATION OF UNIT MAXIMIZE

COST BY ACTIVITY. AGENCY OUT·

PUT FOR

LEAST COST.

. PROGRAM EXPENDITURES RELATED PROGRAM PLANNING

TO PUBLIC GOALS. ACHIEVEMENTS ASSISTS

COST DATA CROSSES (PRODUCT OR OUTPUT) FOCUSING ON

ORGANIZATIONAL LINES PRIORmES

ZERO·BASE EXPENDITURES BY WORK· ALTERNATIVE USUALLY

LOAD OR ACTIVITY. ACTIVITY LEVELS MANAGEMENr

COST CENTERS DIFFER EFFICIENCY,

FROM ORGANIZATION MAXIMIZE

LINES OUTPUTS OF
=-

GOVERNMENr

FOR LEAST

COSTS.
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m. CONSTRAINTS Of CURReNT nupGlIT SYSTEM

The focus of the traditional line·item budget, which is applied in all governorates, is on the inputs to the

Governorate, i.e. what will be purchased in the upcoming year.@uention is given to planning for the outpuls

or the level of services to be provided. ~¥-t~

The main~!!..ai.!!ls.of the line·item budget method arc:

1. Public decision making needs a meaningful measurement of the total cost of achieving a desired

objective.•

The budget is allocated among departments without specifying the required objectives

••
or.responsibilities. for implementation.

The traditional means of allocating resources among general activities, such as: military,

justice, general operations, transportation, ...ete. 'do not provide any information

regarding the goals to be accomplished with the allocated resources.

~ 5 -tit ~tu; ( s.'fC. • '(

Traditional budgets are developed and considered on a single year basis without consideration

••

'$ 2.

. 'l.-

of what the future cost Ilf the policy decisions made in the current budget.

3. Reasonable choice requires that alternative methods ofreaching a desired objective be compared

••
••

Focus is on inputs and not outputs (required services) .,/

Follow·up and modifications Me only limited to the type of expenditures, such as:

positions and grades, salaries, procurement (e.g.) if fuel prices increase by 25%, then

a similar increase in the fuel allocations should be expected, else the level of services

will be reduced. In thi:Srespect, the objective is to purchase fuel (inputs) according to

the amount allocated in the budget regardless what services that are planned to be

provided by the Governorate.

v
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IV. PROGRAM BUDGETING

A. Definition

A PBS format organizes proposed expenditures according to output or contribution to

governmental objectives. Programs nrc constructed on the basis of contribution to those

objectives. The focus of Program Budgeting is not on what Government buys nor on activities

in the which the Government is engaged, but on, as nearly as can be de~ned, the outputs of

Government. PBS places together organi7.ations within a governmental unit which contribute

to a similar objective so that competition for funds occurs among real alternatives.

A Program Budget defines the goals of a governmental unit and classifies organizational

activities contributing to each goal. Grouping is by end product regardless of the administrative

organization. A PBS focuses competition for resources among objectives and alternative means

for achieving objectives. Program structure identifies agency products; it does not focus on the

input used by the agency.

B. Major Components:

The four major components of Program Budgets systems which augment management

accountability nrc:

o Narrative statements defining organizational activities and objectives;

o Development of historical and projected workload (i.e. services provided);

o Measurement of efficiency by relating level of services to cost;

o Expansion of cost information that is related in a more explicit mann:r to the

fundamental purposes of publie spending.

4
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c.

yfJ
~ I ~ \ "16 Inn otJ ~ ~ '1 . .• ~ trt ...-rt-f1o •

Aimed Results: (Benefits) lA, S~ r"1 () Ut\::--r.:t1 V"i. ~ D ~:.~~() ;

• rxV b cf)\'\.,S ~ ~ 1"'. Ai J( '" 'Z
• \ tJ -po .,.. oF P'6V ICJ1 ~ \A'lI'-'
c f'U1'1~ c::..o').,

The benefits to the Governorate of initiating a PBS are:

o It provides visibility in the budget process of program costs and seevic: levels.

o It ties policy decisions explicitly tif"cso~rce allocations.

o It e.stablishcs a relationship between a desired level or service and the funds required

to achieve it.

o It provides a basis for manager accountability related to accompl,ishments.

o It provides a cost framework for mme intensive analysis.

o It ~ncourages consideration of program alternatives.

I
I

D. Major Activities Required to Implement Program Budgeting:

The following work activities will be required to implement PBS in a Governorate.

1. The Governor approves implementing pilot Program Budgeting and conductinp: with

TA Contractor orientation of department director(s) as to process and objectives.

2. A.general orientation of department supervision (assistant directors) in program

concepts and work program.

3. OMED with approval of department directors develops programs, sub-programs, and

organizational matrix.

4. Department managers working with OMED develop sub-program objectives and

performance indicators.
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5. Accounting staff assistII OMED in recasting the historical budget into program matrix.

6. Personnel office assists in identifying BAB I positions and budget amounts by sub·

program and organizational categories.

7. Computer software modifications are identified to provide program and MOF reports

and historical information.

8. Budget monitoring (accounting data) information is formatted t,o monitor program

budget.

9. Output indicators are identified by major activity.

10. New program budget request forms are issued to iilVolved agencies and departments

heads arc trained by OMED statr.

E. Program Monitoring and Output Indicators:

There arc specific indicators used to measure program efficiency; these arc called "Program

Output Indicators" and are related to the level of services rendered. Other indicators measure

the effectiveness of each program. Such indicators arc related to the "Cost of Output". The

role of the budget analyst is to contribute to the improvement of said indicators by measuring

both the efficiency and effectiveness of existing programs and giving an early warning signal in

case any problems or bottlenecks are expected.

Following are some examples of Program Output Indicators:

6
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Roads & Mainlenance 1. No. of Km. overla!d Securily on l'Oads represen!l:d by Ihe

with asphall no. of traffic accidenls per Km.

2. Tons of patch material

needed 10 chuck holes~ ((

V~~ ~U(f'T . ~~'(.

General Cleanliness

Program Input Program Qulpyl ImljC3IQrs

The lonnage volume of garbage

collected annually and destroyed

al a Imown produclivity.

7

Cost of Output

LE/Km paved

LE/Ton collected

I
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V. INJEGRATCD FINANCIAL S)':\1'EMS:

Timely, and accurate financial reporting is inc.lispensable if public funds are to be properly nnd efficiently

managl-d. Manual systems can not meet this requirement in large governmental institutions due simply to the

volume of financial transactions. This leads to significant delays in reporting financial data and insuClicient

detailed management information. This means Ihat Governorates can not receive financial information in a

timely manner on a monthly basis and at the close of the fllical year. This delay or unavailability of critical fiscal

data restricts evaluation of the current year's activities and planning for the next year. Automated systems can

provide this data at the dose fIScal period in a more timely manner. Secondly, some, basic management

information such as the current status of positions filled and unfilled is not available, or by the time it i~ available

'the data arc out of date and do not reflect the current status.

Automating the accounting systems will allow the integration of receipt, obligation and disbursement

information with estimated revenue and appropriation account data. Current status of the budget would be

immediately known and transactions are processed against the budget availability automatically. Reallocations

of unused appropriation capacity would be made safely and in a timely manner. Modern accounting systems

maintain double entry general ledger systems which accurately reflect the fmancial condition of a governmental

entity. Accounting entries would also be processed using an accrual rather than cash basis of accounting

preventing manipulation of the governmental entity's financial condition.

8
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VI. STBATI!GJC PlANNING AND RESOURCE ALWCATlON:

An OMED office can provide to the GovernorateI fiscal planning to assist the development of

Governorate fiscal strategies. This is accomplished by performance of cost/benefit analysis, analysis of the fiscal

impact of program changes, and developing r.lternative program choices for service delivery over a multi-year

time frame. Several factors must be present before this can be realized.

o OMED must be recognized a:. the fiscal planning and budget control office in the Governorate.

o OMED must evidence the analytical ability to coordinate resource allocation decisions with

policy.

o Improved fIScal systems that report timely and accurately fmancial transaction must be in place.

o The budget structure must be c:xpanded to provi~e financial data in a programmatic format.

o Budget decisions must be based on local policy as well as Central Gowrnment directions.

9
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J. Program Budgeting



DI!J7INl1l0N OP mRMS

1. Fromm Oudllet

A budget where financial data arc collected primarily on nature and scope of work to be performed ano

secondarily on line items (i.e.) (DAB, Group, Item, Variety).

2. Traditiongl Unduet

A budget of agovernment wherein expenditures arc based entirely or primarily on objects of expenditure

(i.e.) (DAB, Group, Item, Variety)

It is a statement describing "the nature and scope of the work to be performed" • in effect describes the

organization's or unit's reason for existence. The differences, as applied to the total organization or a smaller

unit within it, are primarily ones of degree. For the total organization, the program statement should include

the broad identification of the type of operation for which it is responsible, its major areas of service,

clientele or user groups, organizational approach, plus the philosophical basis for its operation. This

statement provides a logical starting point for determining objectives and a means of testing their validity

and establishingaccoUDtability for results.

4. Program Mgtrix

Th~ hierarchical arrangement of programs and sub-programs that reflects the work content of the·

government organization emphasizing the purpose of service delivery roles.

,/
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r!xAmpl" or Prugrnm Matdl

Sub:PrOlllnm Rc:llJonsjbilily/[)cpartrncnt

rGovernment Legislativc Policy Popular Council

Executivc Management Governor's Office

Gcncral Administration Genernl Secretary's Office

General Security FirD Services Fire Brigade

Policc Services Police Agcncy

Jail Services Jail Agency

Culture/Recreational General Gardens Gardens

Museums & Art Fairs

Libraries
=-

Mosques

Environmcnt Garbage Collection CCBA
--

Control of Pollution & Noise

Waste Watcr Waste Organization

Water Quality Potable Water Organization
--

Agriculture -
Cleanliness & Beautification CCBA

Transportation Roads & Bridges Roads & Bridges Organization

General Transportation General Org. for Transportation
~

Airports Navigation Organization

-·r
Health Ministry of Health



Educational Services Primary/Prep. Education

Secondary Education

Ministry of Education

Ministry of Education

Youth Services

·Economie Development

Child Care Services

...

I



SAMPLE 0,1 PROGRAHS fOR TilE GENERAL DEIlAN

prnlf'lted h.rlU'lder II • IlIl1'9let of coded ll~o"DIIII end IW'progrlllll .1 r.l.tod to the attached
orlllnization chart at the general dlwon

Progrlllll Sub'ProgrOlII Top Hgmt. Department Section

.0 Dlwlf'l 1.1 Budget & Planning 02 Governor/. 02 Plonnlng & 01 Plamnlng

Rnourc. Off Ice Attal r. Follow-lop

MlIMllemont
03 Genaral Sact. ~l Per.omel 03 Budgot PoaIt Ions

Affal r.

03 Genoral Sect. 05 Financial 02 Budget
Affal rs

1.2 Accounting 02 Governor's 02 Plonnlng & 02 Follow'up

Office Affairs Follow'l-1J

03 General Sect. 03 Persomel 02 Accruals &

Affal rs Reglstors

03 Genorol Sect. 05 Flnanclol 01 Accounts
Affairs

!! SlWQrt 2.1 Flnonclal 03 Generol Sect. 05 Financial 05 Cashier Affairs

Services Affairs

2.2 Persome I G3 General Sect. 03 Persomel 01 Employment Affairs
Affairs

04 Health Care

2.3 Physical Asset 03 Genora' Sect. 05 Flnanclsl 03 Contracts
Affal rs

04 Stores

0 External 02 Governor/s 04 Public

Coordination Office Affisrs Relations

06 Citizens
Sarvlces

11 COflIlUlI cst i on 02 Students Affairs

Affairs
03 Popular Org.s

Affairs

03 General Sect. 06 Councils 01 Carmlttee Affal rs

Affairs
02 Councils Affslrs

03 Conferences

I
Affairs

/88ll'plprg

I

Y
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Governorate:

Office oC MlllUJ8Cmeot & Economic Development

Objcd.ivc Statement

A] Geneml pcsgjptioQ

I Section Name: Head Section Name: _

/ Department,~ame~ Head Dept Name:

/ Related Top Management According to the Organization Chart:

Number of Employees: _

Responsibilities I Tasks. Performed:

1.

2.

3.

4.

5.

B) Program Description:

/ Program Name:

Program Description:

I Sub-program !'Tame: _

Sub-program Description:

------------------,---

•



C) Objectives:

Immediate Short Run Objectives:

Long Run Objec:tivcs:

DJ Signature:

Remarb (To be filled by OMBO Stall)



Governorate:

Office of Management & Economic Development

Example of an Objcct.ivc Statement

A] General Desqjption

0/1 Section Name: Accounts

0/5 Department Name: rmancial Affairs

0/3 Related Top Management According to the Organization Chart:

Number of Employees: .

Responsibilities / Tasks. Performed

General Srcretary

Diwan Resource Management

1. Recording all accounts in financial books (According to financial directives

2. Preparation of financial status

3. Preparation of monthly reports required by central agencies

4. Maintaining financial records.

B) Progrnm Desaiption:

0/1 Program Name:

Program Descripti\ln:

This is a program that. ensure efficient allocation of resources across the diwan.

0/2 Sub-program Name: Accounting

This program ensures compliance with central rmancial rules and directives. It also keeps accurate

financial data that would assist in the decision making process within the diwan. Such data serve the

central inspection process as well.

C] Objectives:

Immediate Short Run Objcdivcs:

Follow-up on the efficient re-allocation of'resourccs~":':'

Loog Run Objcdivcs:

":-;.

Automating and improving the existing financial systems, with the ultimate purpose of increasing the

current services provided.
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Second: III IntfgNtfd FiDlIlciil Systfll

.
Prelantion
at urrent
Bud;et

PreEultion
of l{ihl
Bud;e

fourtJu Stl'atefY of mcatiDD

- hin the efticiency of financill a investrltnt planning

- Dtcision lIuin; within inveswllt lillits I luHible
resources

- Reduce the burden on centn)s I eonsequenUli on the
shtt ;enerll bud;lt

Short tel'll:----
Estiblishin; a specilliud 0". within nch ;overnonte
(onED> Ilftder the ol'9aniutionll authority of the Goveroor
to ,.rfoM its activities through the 6tneril Sect. in
coordination with existin; dept.s.dirtctantes I O"l/l'"
iutions.

a Prtput ~dget ltiutst tor the ;overnomte on the
bius ot resulh of tinlllcill 1lI11ysis I tC. tviluatio~
for histaricll dlh. develoPl'lfnt indicltors. services
uquirelltnts, rtvtr:ue UtilllteS. Stttin; priorities
for expenditures in li;M of anHiblt rescurces

o Un of CoIlPlltel'S to prtput IlIGnitar tilt current I
capihi budgets

o (oordinltion bftwfen policies I procedurts I "suits
of nch of the currtnt I the caPltli bud9tt to achitvt
the principle ot bud;tt cOl\P"htnsive

o Foll~up I tnluation of "suUS I "norlllllce ICCord
in; ta fmd buis I standards

o Control of expenditurt estillltts in lightof inc"uel
decuue in revenues

Lon, tel'll

o Allocatin; the fllftds availible tl'O/\ VB on IIG" £lexi
ble hsis thlt reduce the delly ie mcutin; projects

o Layin; the toundl~icn tor tinlllc!il I ec. conce,ts I
indicators that support the nationll objectives

o Support locll tina~chl I ec.. sHlls to p"pue bold••t
request a to neiotiate it with centrll aiencns on
fixed buis

o Achieve the lIiX. reconcil. bewnn tilt oo~;. "quest I
approprhtion .

o Estiblish a ,reJect budget syst. that relates "VID. ~,
expo in the CUItll budget

a hlin9 chillce ot millbfl opportllDity to rain locd
revenues (efficiency of exist. rev. collection activ.)

a Illplelltnt I opeutt ill inttgrattd finlll:ill systttl

"""-,
/'

4r-------,
I Revenues I

~---I---Jr--- ---,
I Invento~ I

~---I---Jr--- ---,
, G. Ltd;er ,

h---I--- J
r--- ---,

'Credit Accounts I I Personnel I
L J h---I--- J
112 Ut btin; txtcut- r--- ---,
ed in 6 Urban Governo-I Position - I

(ontrolntes. L J

r-------,
I Fixtd Amts I

~---I---Jr--- ---,
I h;es ,

~---I---Jr--- ---,
, Debit Accounts I

~---I---Jr--- ---,

hUonal Goals Re910nalILocal
Goals

~utlon

DecUlon {rOIl top Locll Decjslon
bot 01\ ftlll n9 rOIl

BoUolI to top

Centul LO~11Responsl itles ResponSIbilities

ttrtl ~UPP!lft L9cal
F nanc tl apuWtl's for

ontra Fin. annln9

Present Principles I
Condition StlndUds

!.leal Itvtl....t II ,"INA

IlcKlt,d ,"INA tor dev,lo,ing tile Finlllciil

SysteM ill! IntOl'llitiDD CeDtel'S il , lINiD

Go-"tI'llONtU.

-r.:'-.

"i

~

fifth: Targeted Results \,1
, 0 Slcurinli IdMinistntive needs of persoMel

vitrainlng
o IM"roYe dsh bue for decision supPQrt
o Pi!rfOMin; pli1lnin; I finlllciilI llIil~sis

for sEyenl yurs-set priorities-provide
urbin a proYlsion.: stl'yici!s to CI tinns

, I'



Phases for Implementing tile Integrated

F"JDllIIciaI Syntcm

Targeted Date

1. Current Budget

2. Capital Budget

3. Program Budgeting

4. Integrated Financial System

Integrated Financial System

Program Budgeting

Capital Budget

Current Budget

19~/89

1988/89

1990/91

1992 onwards

~
~t-----l[;>

«]I---------~

<5J ~
On going

88/89 89/90 90/91 91/CJ2 FIScal Year ~



1
1

-.. •.........



:
Ii;

I

r-,--,
IW

/.3
1

:
Sz!P

SG:
,

ri
I

-fa
I

I
'

I
-

I
:

.........
-

...
-
-
r
-

...
Ie

I
~

'lQ
"
"
I"

I
IiPa

I
~

a
I
~
~
~

I
...

~

I
~

I
~~!a

I
~r.!;

I
~

~
1

181
I
!

..~
I

..
_

.J
_

_
l
:
_
~
,
-

_
_

_
_

~
~~

,
I

""

:,!2~
:~~~:

~.
......""
..a

o
g

;
i

""~
I
~
~
5

I
5/.318

I
ii

~Ii
I

ali..""L
i!~

!!
_

_
_

.J
_

~!ii!
i-

li:
~;:::
:;;-~
l:;!a!iI;

'
~

..
f

:::;
:;:

.-
:i!i~

....
::

=
...

~
!i!

=n
:::::

:::::
...

2i8g;

ei~
2i;::~

....-
...

-
-
t
;

I
I

li~
CI

I
I

I
CI

I
iii

I
I

I
a

I
,.



/A\



tInlB6

tHIRD BUDGet CYCLE 11611t. OF FllWCIAL mOURCES

m91> •
(91-92) DECISiON SUFPORt SYSTElI

<1m) •
mOIiD BblGet CYCLE

<98 - 91>

u
PROGllAll iUIlGEtUG - - - -

<19S9> ..
FIRSt BUDEn CYCLE

<98 - 89>

u

UREAN LOCAL PEUELopnm PROGllAII - BUILDUG mm , SKILLS

tRAIm6
I

t.A

SYjtEII
PROGllRnnING
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PHASES

SEt
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Budg.~ing a ~h. In~egra~ed Financial SYS~eMS

TiMi.ng

ObJeo
~iYe
(xxxx>

r-----'
I I

r------/------.J
I lJages I

r-----+------f
I Debi"t • Credi"t I

. Accoun~s Accoun~s

r - - - - - +-----~ ---- _.J
I Reyenues I

r------/------.I
I Posi~ions I

SYS~eM

r------/------.J
I Capi ~.al I

Buc ge~____+-- --_.I
S~ar~'I Curren~ I
.~r988) ~ Budge~ ~

:">
COMponen"ts

, I I I I 1111I"""" . "II I I 1'1 11" I I' , 1 I '



Scbedule 01 OMIID Work Program

For 1'»1/1JZ Budget Rcqucat Pha1lo

13.0 PROGRAM BUDGETING

r1wU

13.1 Approval from Governor/G. Seer.

on the Pilot Implementation

13.2 Revision of Organization Chart &

Assigning Code'J

13.3' Orientatioll Meeting with Dept. Heads

13.4 Individual Meetings & Preparation of

·Objective Statement

13.5 General Meeting to FInalize "Objective

Statement" in the presence of Governor

& Gen. Seer.

fl1MUl

13.6 Matrix Development '0';( Bab, Item & Variety

13.7 Tracing Back Historical Expenditures &

Revenues

13.8 Entry of Codes

13.9 Allotment of Allocation

13.10 Entry of Allocations

13.11 Producing Turn-Around Documcn~~ &

Start-up of the New Budget Cycle

" '


