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COMMITTEE REPORT

SENATE
FURTHER: NONE
5/19/78 Date:
Mr. President:
The Committee on FINANCE has had SB 629

general obligation bonds in amount of $"4,200,000 for cost of highway, ferry,
airport, local service roads and trails construction

under consideration and (a majority of the committee) (the committee
reports it back as follows)

() recommends it do pass ( ) recommends it do not pass
() recommends it do pass with attached amendment(s)

() recommends it be replaced with CS for

and () new title ( ) same title

( ) AND attaches a Letter of Intent ( ) New Fiscal Note
( ) reports it back without recommendation
« )

and recommends xt be referred to che Committee

MEMBERS SIGNING DO PASS: OTHER RECOMMENDATIONS:

Chairman
S 60 (rev. 6/77)



Ifl THE SENATE

SENATE BILL SO.

5/19/7S
Finance

Introduced:
Referred:

BY THE STATE AFFAIRS COMMITTEE

629

I"d THE LEGISLATURE OF THE STATS OF ALASKA

TENTH LEGISLATURE

- SECOND SESSION

A BILL

For an Act entitled:

tion bonds

of paying the coet of highway,
service roads and trails construction,
equipping maintenance facilities,

transportation projects;

date.™
BE ITEXACTED BY
* Section 1.
port, local
Maintenance facilities,
obligation bonds of the state
$64,200,000 shall

be issued and sold.

of the state ere pledged to the payment of the principal

redemption premium, if ?uy,

"An Act providing for the

For the purpose of paying the cost of highway,
service roads and trails construction,
and planning various transportation projects,

in the principal

on these bonds.

issuance of general obliga—

in the amount of $66,200,000 for the purpose

ferry, airport, local
constructing and
and planning various

and providing for an effective

THE LEGISLATURE OF THE STATE OF ALASKA:

ferry, air—
constructing and equipping
generalL

amount of not norc than

The full faith, credit and resources
of and interest and
These bonds shall be issued

under the provisions of AS 37.15 as those provisions read at the time of

issuance.

* See. 2. If the issuance of these

voters of the state, a special fund of

Transportation Facilities Planning and

lished, to which shall be credited the

described in sec. 1 of this Act except

The amount of $64,200,000

is appropriated fron the

bonds is authorized by the qualified

the state to be known as the "197$%

Construction Fund" shall be estab-—

proceeds of the sale of the bonds
for the accrued interest and premiums.

"197? Transportation

Facilities Planning and Construction Fund"™ to the Department of Transporta-
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tio"i ant Public Facilities. The proceeds of these bonds shall be allocated

as follov. 3:

Project Amount
(1) Highway construction $32,012,900
(2) Marine vessels and facilities 4,100,000
(3) Aviation facilities 6,321,600
(4) Planning 5,453,100
(5) Local service roads and trails 12,000,000

(6) Maintenance facilities and
equipment 4,312,400

* See. 3. If the issuance of those bonds is authorized by the qualified
voters of the state, the amount of $225,000 or as much of that amount as 1is
found necessary is appropriated from the general fund of the state to the
state bond committee to carry out the provisions of this Act and to pay
expenses incident to the sale end issuance of the bonds authorized in this
Act. The amounts expended from the appropriation authorized by this section
ohall be reimbursed to the general fund from the proceeds of the sale of the
bonds authorized by this Act.

* Sec. 4. The amount withdrawn from the public facility planning fund for
the purpose of advance planning for the improvements financed under this Act
shall be reimbursed to the fund from the proceeds of the sale of b-ands
authorized by this Act.

* See. 5. The questin®™* whether the bonds authorized in thin Act are to be
issued shall be submitted to the qualified voters of the* state at the next
general election and shall read substantially as follows:

Proposition

State General Obligation Transportation Facilities

Planning and Construction Bonds $64,200,000

Shall tin; State of Alaska issue 1its general obligation bonds in

rn; .iuiTTr- r~ir-.
J"/P £ 1, ~ LhZivV\(Vui <u.-



the principal amount of not acre th n $64,200,000 for the purpose
of paying the cost of highway, ferry, airport, local service roads
and trails construction, constructing and equipping maintenance
facilities, and planning various transportation projects?

3onds Tes t J

Bonds No [ J

* Sec. 6. This Act takes effect tvaraedlately in accordance with AS 01,

10.070(c).

S/3 ¢ 3- 7
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. LbhIl. Legislature bhvOgl.). Session in

SENATE Y13 o e NO. .
B, ThL STA"JLL AFJPALitS COHMIVIIEN:

"Aii Ace providing for uao Issu—
ance of general obligation oonus
in lug amount of .>64,200,000

for the purpose of paying the
cost of highway, ferry, airport
local f.tr ice roads and trails
construction, constructing, and
equipping r.iaincenance facilities
and planning various transporta—
tion projects; and providing
|for an effective date,"
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PASS Effective Date
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Transportation Capital Budget Revisions

Budget Component
Transportation Planning

Current Program

Add:
FY 79/30 Allocation
Metropolitan Planning
Ceicts:

Individual FY79 Allocation
FY 30 Allocution

Program Total

Highway Research
Ho Change
Program Total
Project Planning
ab change

progran' Total

Region | Programs (Central)

Current Program

Total

7,417.4

7,417,4

292.0

(3,703.4)
(3,709.0)

7,709.4

1,200.0

3G3. 7

104,235.0

Page 1 of 6

FUNOIHG

GF (€]

3.703.3

3.499.4

C.0

(1,354.3)
(1,354.5)

3.449.4

GOOQ.0

1C3.7

611.0 13,647.0

FBI)

3,703.6

3.963.0

292.0

n 86547
(1 ,354.5)

4.260.0

600. C

760.0

90.027.5

Revised 5A775



(€ o]

300.0

(01.y)
(119.0)

(100.0)

100.0

(119.2)
13,647.0

8,577.2
384.0

(18.0)

(C33.0)

247.2

(07.0)

2 ,;00.0

(’3.2)
(073.0)

(0.0)

0.0

0.0
90.901.3

49,892.0
2,816.0

(132.0)

(4,646.4)

(277.2)



lotal wir GO

Alaska Kwy Mile 1256/70 0.0
Reconstruction
(330.0 -- CO.5 460.4)
Program Tot.il 5T .Cfi9 . 7 8,519.1 4" _.465.6
Region |1l Programs (Southeast)
Current Program 36,259.6 290.0 8,407.2 27,562. A
Delete:
I<ake Shop (305.2) (305.2)
Haines - Seaplane Float (150.0) ( 15.0) \Vig-i»a/
Revise: :
Haines Hw - Mile 4/26 3,762.0 <01 4
(7,°32.0 - CGI-G 6,320.2)
Heines - Lutok Road (3.726.0) (447.3) (3,272.5)
Proconstructicr.
(102.0 - 23.0 109.0)
progrc.m Total 35.330.6 290.0

Region IV Programs (l.'ostern)

Current Program 18,970.0 8 r(:i*.@ 16/75. 3

Add:
Ncii'e - Council 42/03 230.0 27.6 202.4
.reconstruction

Del etc:
Home - Council 32/42 (1.400.00) (168.0) (1,232.0)
Ft Hose - Airport Access (-".0.0 (103.6) (77<=.4)

Page 3 of 6






Intern/* tionn' AJdrpcrt Prelects
Current Program

Dellto:
rbxs KE Land Acquisition

Program Total

Statewide Aviation Programs

Add:
Statewide Trunk and Secondary Airports

program Total
Statewide highway Programs

Current Pronrcm

Add:
Abandoned Motor
Vehicles
Safety Improvement
Delete:
Specific Kwy Safety
Project Allocations
Revise:

'meiSiincau Channel
(11.933.6 -- 1,195.9 10,762.7)

[‘ridge . 'placement

To k2.~ 00

a,050 .co

(2,600.0)

5i5.0 0.0

2,600.0 250.
5,900.0
47,810.8

9.306.6 1.126.4
o/jT/" .A; 16 1 .1
1,000.0 i20.0
9.336.6 1,126.4
(9,336.6) (1,126.4)
(1,r 4.0) (134.4)

page S of G

F>y. 1
Mo

340.0

,363.0

L9211
.260.2

3.30.

3.260.2

(3,260.2)

(1,659.0)

Kev®seu u/"t//o;

et



(0]

r,F

750.0

2,476.0

GO

15.951.7

1,100.0

59,531.2

17,52.0

57.5:1.7

G.600.0

291,052.9

r.ovised a/"t//o

1,310.0
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Introduced: 5/23/78
Referred: Commerce and
Finance

BY THE RULES COMMITTEE BY REQUEST
(for the Special Committee on Employ-
IN THE SENATE ment Resources and Opportunities)
SENATE BILL NO. 630
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act creating the technical services contract fundi
and providing for an effective date."
BE ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 45 is amended by adding anew chapter to read:

CHAPTER 96. TECHNICAL SERVICES CONTRACT FUND.

Sec. 45.96.010. TECHNICAL SERVICES CONTRACT FUND. There 1is
created within the department the technical services contract fund. The
fund may be used only for the award of contracts to technical services
organizations as provided J . this chapter.

Sec. 45.96.020. TECHNICAL SERVICES CONTRACT AWARDS. (@) Techni—
cal services contracts may be awarded to qualified technical service
organizations that provide technical services to small businesses with—
out charge.

()] In awarding technical services contracts the committee shall
consider

(1) the likelihood that small business development will be
enhanced and employment opportunities expanded in areas of the state
with high rates of unemployment;

(2) the past performance of the technical services organiza—
tion seeking the award in providing technical services to small busines—
ses ;

(3) the relative cost of delivering technical services to the
small businesses proposed to be served;

(4) the capability of the technical services organization to

1 SB 630



successfully provide technical services under the contract.

(c) The commissioner of commerce and economic development may
award a provisional technical services contract, subject to ratification
by the committee, if

(1) a quorum of the technical services review committee
cannot be convened within 30 days after the submittal to the committee
of a technical services contract for its approval; and

@) after making findings of fact, he determines that award
of the contract would be in the best interests of the state.

(d) Fiveper cent of the amount of each technical services con—
tract award shall be used to perform an independent evaluation of the
technical services organization®"s performance under the contract and the
Lmpact of the technical services upon the small business served. The
technical services organization shall select a person to perform the
evaluation from a list of at least 10 qualified persons published by the
department. The evaluation shall consider, but need not be limited to,
(1) the number of jobs created as a result of the technical services;

(2) any resulting expansion of small business opportunities; (3) any
related success in acquiring financing experienced by recipients of the
technical services; and (<t) government policies beneficial and adverse
to the operation of the small business. Before March 1 of each year the
department shall submit to the legislature a report of the results of
the evaluations performed during the previous year.

Sec. 45.96.030. TECHNICAL SERVICES REVIEW COMMITTEE. (a) The
technical services review committee is composed of the commissioner of
commerce and economic development, the commissioner of revenue, and the

commissioner of administration, or their respective designees. The
commissioner of commerce and economic development, or his designee,

shallL act as chairman of the committee and the commissioner of revenue.



or his designee, shall act as vice-chairman of the committee.

(b) The committee shall establish by regulation qualifications for
technical services organizations and award technical services contracts.
(c) The Department of Labor shall provide the committee with
employment statistics and other information as requested by the com—

mittee .

(d A majority of the members of the committee constitutes a
quorum for the transaction of business or the exercise of a function at
a meeting of the committee.

Sec. 45.j6.900. DEFINITIONS. In this chapter, unless the context
requires otherwise,

(1) "committee" means the technical services review commit—
tee j

(2) "department" means the Department of Commerce and Eco—
nomic Development;

(3) "small business"™ means a business entity incorporated or
otherwise organized under state law and that has (A) annual gross sales
under $5,000,000 or (B) fewer than 20 employees;

(4) "technical services"” includes assistance in (A) business
management; (B) financial planning; (C) governmental reporting and
interaction; (D) determination of market potential; (E) project feasi—
bility; and (F) routine legal affairs;

(5) "technical services organization” means a business entity
incorporated or otherwise organizeu under state law that provides tech—
nical services to small businesses.

Sec. 2. This Act takes effect July 1, 1978.

-3- SB 630



THE L -GISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE
REQUEST

B.il’ Resolution No. ~ SB 630 & 631
Tit Technical Services Contract Fund

Regnested by  Senate RuTes Commi ttee Date  5/23/78

Il. FISCAL DETAIL 0r

N
-V AtfortM Commerce & Economic Development

ProramCate y"tT"TZ"HH"
udget Request Unlt(s) Affected Economic Enterprise

EXPENDITURES  (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80 FY 81 FY 8
100  PERSONAL SERVICES 36.2 384 40.7 43.1
300 TRAVEL 1.2 1.3 14 15
300 CONTRACTUAL 3.8 4.0 4.2 4.4
400 COMMODITIES 2 2 2 2
500 EOQUIPMENT o/} 4 4 4
600 LAND & STRUCTURES
700  GRANTS, CLAIMS, FTC. 4,000.0 -0- -0- -0-
TOTAL 4,041.7 44.3 46.9 49.6
FUNDING  (Thousands of Dollars)
FEDERAL FUNDS
OTHER (Specify)
POSITIONS
FULL TIME ! ! ! .
PART TIME
TEMPORARY
lIl. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
Capitalizations - funding of technical service contractors through SB 631
1. Personnel: One position. Development Specialist 111, Small Business & Commercial
Enterprise cl. code 2288E. Salary range 20 - 12 months @ $2,411 per month
plus benefits 0 25% or $603 per month. Total $36,168
2. Travel: 3 trips - Juneau-Ar.chorage @ $300 = $900
1 trip - Juneau-Fairbanks 0 $350 = $350 Total $ 1,250
3. Contractual:Rent, communications, postage,printing - $1,800
Professional fees & services - $2,000 Total $ 3,800
4. Commodities: Office supplies -$ 150
5. Equipment: Proportionate share of desk,chair,
file cabinet, calculator -$ 350
FY-79 Total $41,718
Assume 6% inflat on FY 80-82 A
IV. hate *y ?5- 1978 .PREPARED A
Original: Legislative Finance PHONE 465-2021
cc; Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 10/76)
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COMMITTEE REPORT

SENATE
FURTHER:
6/9/78
Date:
Mr. President:
The Committee on FINANCE has had SB 630

technical services contract fund

under consideration and (a majority of the committee) (the committee
reports it back as follows)

( ) recommends it do pass ( ) recommends it do not pass
( ) recommends it do pass with attached amendment(s)

( ) recommends it be replaced with CS for

and ( ) new title ( ) same title
( ) AND attaches a Letter of Intent ( ) New Fiscal Note
( ) reports it back without recommendation
( ) and recommends it be referred to the Committee
MEMBERS SIGNING DO PASS: OTHER RECOMMENDATIONS:
Chairman

S 60 (rev. 6/77)



COMMITTEE REPORT

SENATE
5/23/78
Mr. President:
The Committee on COMMERCE has had SB 630

technical services contract fund

under consideration and (a majority of the committee) (the committee
reports it back as follows)

( ) recommends it do pass () recommends it do not pass
(v P recommends, it do pass with attached amendment (s)

( ) recommends it be replaced with CS for

and () new title ( ) same title

( ) AND attaches a Letter of Intent ( ) New Fiscal Note

(U? reports it back withaafc recommendation?

( ) and recommends it be referred to the _ Committee

MEMBERS SIGNJNG DO PASS: OTHER RECOMMENDATIONS:
/ P



AMENDMENT

Offered in the SENATE: By : Senate Commerce

To: SENATE BILL No, S00

HOUSE BILL No.
Page: Line: 21,22,23

Delete the entire sentence after the word "business."
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Introduced: 5/23/78
Referred: Commerce and
Finance

BY THE RULES COMMITTEE BY REQUEST
(for the Special Committee on Employ-

1U THE SEMITE ment Resources and Opportunities)

SENATE BILL HO, 630
IS THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act creating the technical services contract fund;

and providing for an effective date."”

ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. A3 45 is amended by adding anew chapter to read:

CHAPTER 96. TECHNICAL SERVICES CONTRACT FUND.

Sec. 45.96.010. TECHNICAL SERVICES CONTRACT FUND. There is
created within the department the technical services contract fund. The
fund nay be used only for the award of contracts to technical services
organizations as provided in this chapter.

See. 45.96.020. TECHNICAL SLRVI- ZSCONTRACT AWARDS. (@) Techni—
cal services contracts nay be awarded *. qualified technical service
organisations that provide technical services to small businesses with—

out charge.

() In awarding technical services contracts the committee shal

consider

(1) the likelihood that small business development will be
enhanced and employment opportunities expanded in areas of the state
..pith high rates of unemployment?

(2) the past performance of the technical services organiza—
tion Becking the award in providing technical service™.; to small busines—
ses ;

(3) the relative coot of delivering technical services to the

small businesses proposed to be served;

(4) the capability of the technical services organization to
-1. SB 630



successfully orovide technical services under the contract.

(c) The commissioner of conunerce and economic development raay
award a provisional technical services contract, subject, to ratification
by the committee, if

(1) a quorum of the technical services review committee
cannot be convened within 30 days after the submittal to the committee
or a technical services contract forits approval; and

(2) alter making findings of fact, he determines that award
ofthe contract would be in the best interests of the state.

(d) Five per cent of the amount of each technical services con—
tract award shall be used to perform an Independent evaluation of the
technical services organization™s performance under the contract and the
impact of the technical services upon the small business served. The
technical services organization shall select a person to perform the
evaluation fro;:;, a list of at least 10 qualified persons published by the
department. The evaluation shall consider, but need not be limited to,
(1) the number of jobs created as a result of the technical services;

(2) any resulting expansion of small business opportunities; (3) any
related success in acquiring financing experienced by recipients of: the
technical services; and (4) government policies beneficial and adverse
to the operation of the small business, before March 1 of each year the
department shall submit to the legislature a report of the results of
the evaluations performed during the previous year.

3cc. 45.96.030. TECHNICAL SERVICES REVIEW COMMITTEE. (a) The
technical services review committee 1is composed of the commissioner of
commerce and economic development, the commissioner of revenue, and the
commissioner of administration, or their respective designees. The
commissioner of commerce and economic development, or hi3 designee,

shall act as chairman of the committee and the conjnlssioncr of revenue,

-2-



or hi.y designee, shall act as vice-chairman of the committee.

(b) The committee shall establish by regulation qualifications for
technical services organisations and award technical services contracts.
(c) The Department of Labor shall provide the committee with
employment statistics and other information as requested by the com—

mittee.

(d A majority of the members of the committee constitutes a
quorum for the transaction of business or the exercise of: a function, at
a meeting of the committee.

Sec. 45.90.900. DEFINITIONS. In this chapter, unless the context
requires otherwise,

(@) “committool means the technical services review conviit-
tee j

(2) "department” means the Department of Commerce and Eco—
nomic: Development;

(3) "small business™ means a business entity incorporated or
otherwise organized under state law and that has (A) annual gross sales
under $5,000,000 or (b) fewer than 20 employees}

(4) "technical services" includes assistance in (A) business
management} (B) financial planning; (C) governmental reporting and
interaction; <D) determination of market potential; (E) project feasi—
bility} and (F) routine legal affairst

(5) "technical services organization”™ means a business entity
incorporated or otherwise organized under state law that provides tech—

nical services to small businesses.

* Sec. 2. This Act takes effect July 1, 197d.



ALASKA STATE LEGISLATURE

TENTH SECOND Session

THE RULES COMMITTEE BY
REQUEST " (for*the Jpecial ~
Committee on Employment
Resources and Opportunities)

IW\n Act creating the technical
services contract fund; and
providing for an effective date

technical services contract

Introduced in the Senate

HISTORY IN THE SENATE

Read first time and referred
to Committee on

Commerce arid Finance

Reported buck with £
recommendation lluR
(- ms£ --Qt

Read second time and

PASS effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Date
Yeas Yens
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed
Signed by President
Sent to House

SECRETARY OF THE SENATE

HISTORY IN THE HOUSE
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to Committee on

Reported hack with

recommendation that

Read second time and

Read third time and

PASS Eflective Date
Y'eas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Date
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Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed
Signed by Speaker
Returned to Senate

CHIEF CLERK OF THE HOUSE

HISTORY IN THE SENATE

Received from House

Reported correctly enrolled

[3v Governor
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mjay 26, 1073

ii'i . 0hOr/t<l<S m huOOr

resident or tne Monaco
> duu xCj xttiuturfc;

Pouch V

Jnuouu, black,a 917el 1

*
1

bear I1"-rosilent U-.uor:

Under the authority of art. 111, see. 13 of the Maoun
constitution, ana in accordance vitli :.S 2J .30.0G6(0)
an.. tiio j.iirori"i .elcs) of tnc .vxJloiia 4 ,
I aw Lrans.-iittiny a L/iil muhin-j PY 73 appropriation

ad jasci.iC-r.cs for tna University of /Mae}.a.

Tizo University of .duska lias run jested authority to
i=——.aho a.ijax:tueals co Line appropriations wade to tho.r, in
Ch-ipter I1..0, Cb/v 1977. he have csolar o<l sul;;..is;:.ioa of
unis pciiainj co.apXovc inforr.uitian fro;.: the University.
miiat are j.-eiieVcd to ho the final adjustments tore
received in the Division of fiu-JUjot and hanacjetnant on
May 2<3, 3.37;;.

Yhe fiscal Year 1dVJ bndyot for the University of
x.ias.-ra v/as esseutidily tire ttife as their ."Y 77 bub-pet.
iiince the ,assaye of the tY 77 buduot, the University
has uadaryone significant crcanirational chance. thr:y
of thoso adjuttL"iejits tile University says i Woice the?
sane f.mecions heinj perforr.eJ us v;ero babgolLod, but
the auuiorianti-v. for ceuycnditur®® an Jrevenue receipt
are eoinj u.ove-x uc reflect i-"oro accurately current
ti‘cliviu-rative atifhoriracion. “hhilo tuoso .lo not
loyally constitute a rc.yairo.: appropriation tmwlicr,
Lnore ai ¥ «*/2 a.,jus Li-tcnus tiniv* <ao. an tuoso a, scaiice
futon fill be r-.prcprar.ou for uses other tiu-n tlio
crreinaliy buipound purposes. These arc indicate i in
the Universif/"s docunont.ilLion¥*

m Baaiwar.TOnM~AMKHaffw



uue to the inflexible nature oi! the FY 7B budget, wo
have restructured the Urivrrsiuy®s budget to provide
one appropriation for each campus with allocations for
t.i.o varices function:. (Instr iction, .\c .do..io lu.,.art,
etc.) This will allow for hinor adjust..-infs vit.iin
fitcn c-x .u3 agpropriation between row and the end of e
tne fiscal year, should such a need arise.

italary increase :..ol.oy appropriated to the University of
Alaska has been distributed, as have the Chancellor”s
and heyonts 1 bistributions. dhcse disLribulLious are
displayeu by component on the back-up documentation and
arc reflected in the new appropriation levels.

Ircviousiy approved revised programs and tine supplomeiJtai
appropriation (ch. 30 CbA 1f70) have not been included

in tuo new levels. We are not repealing that) .by this
action, rather it secinec: that omitting thera would

clarify the intent of this bill.

Ijio University has undergone many problems over the

past fuw years and now 300113 to be on the way to solving
l.any of the:".. 1fiese transfers are a step in that progress
by having the bungat show actual costs of progra. s

uvicre tnoce costs are incurred.

Your consideration of this matter will be appreciated.

Sincerely,
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IK THE SENATE

Introduced: 5/26/78
Referred: Finance

BY THE RULES COMMITTEE BY
REQUEST OF THE GOVERNOR

SENATE BILL NO. 632

IN THE LEGISLATURE OF THE STATE OF ALASKA

TENTH LEGISLATURE -- SECOND SESSION
A BILL
For an Act entitled: "An Act making FY 78 appropriation adjustments for

BE IT ENACTED BY
* Section 1.
8, lines 1 - 26,

lines 1-17 are

UNIVERSITY OF ALA

the University of Alaska; and providing for an effec—
tive date."”
THE LEGISLATURE OF THE bTATE OF ALASKA:
Section 9, ch. 153 SLA 1977, page 7, lines 18 - 26, page
page 9, lines 1 - 28, page 10, lines 1 - 26, and page 11,
repealed and re-enacted to read:
Alloca- Appropria- Appropriation FundSources
tions tion Items General Fund Other Funds

SKA

Board of Regents/

Statewide
Board of Reg

Statewide-1In

$ 4,385,900 $ 3,234,900 $ 1,151,000
ents 274,800

sti—

tutional Support 4,111,100

Organized Rese
Geophysical
Institute
Institute of
Marine Sc
Institute of
Resources

Agricultural

mental St

arch 37,011,200 7,073,100 29,938, L00
7,410,600
ience 5,326,700

Water
734,800
Experi —
ation 2,623,300
-1- SB 632
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19
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22
23
24
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26
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28
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Institute of Arctic
Biology

Institute of Social
and Econonmic
Research

Center for Northern
Education Research

SeaGrant

Arctic Environment
Information and
Data Center

Bionne Center

Cooperative Wildlife
Research

Mineral Industry
Research

Forest Soils
Laboratory

WAMI/Medical Science

General Miscellaneous
Research

Naval Arctic Research

Laboratory

Fairbanks

SB

Instruction
Research and Pro—
fessional Centers

Public Service

Academic Support
632

5,092,300

1,381,900

710,900

1,066,700

1,717,800

786,100

266,600

249,600

337,300

1,052,900

781,700

7,472,000

7,581,200

41,900
791,600
2,983,000

28,128,800

19,907,900

BBS

8,220,900



StbS

13
14

15

17
18
19

20

7
23
2
26
76
2/
28

29

Student Services 3,445,700
Institutional
Support 12,860,700

Student Loans,

Scholarships 424,700
Anchorage
Instruction 3,550,100

Research and Pro—

fessional Centers 675,900
Academic Support 1,656,600
Student Services 1,867,800
Institutional

Support 5,408,800

Student Loans,

Scholarships 1,098,000
Southeast
Instruction 668,100
Public Service 358,000
Academic Support 283,000
Student Services 339,100

Institutional
Support 1,185,100
Community College Contract
Funding

Ketchikan Community College

Instruction 466,300
Academic Support 89,800
Student Services 23,000

Institutional

14,257,200

2,833,300

188,600

763,700

9,437,700

2,090,000

188,600

675,800

SB 632

4,819,500

743,300

87,900



Support 184,600
Sitka Community College
Instruction 268,200
Academic Support 62,300
Student Services 15,900
Institutional
Support 88,900
Sheldon Jackson
Consortium 69,000
Juneau-Douglas Community College
Instruction 1,057,900
Academic Support 137,300

Anchorage Community College

Instruction 6,824,300

Public Service
Academic Support
Student Services
Mat-Su Community College
Instruction
Academic Support
Student Services
Institutional
Support
Public Service --
Eagle River
Kodiak Community College
Instruction

Student Services
Institutional

SB 632

221,700
985,100

315,900

333,600

67,400

6,500

203,400

94,600

581,000

40,300

504,300

1,195,200

8,347,000

705,500

922,000

458,300

934,900

6,931,700

673,500

745,400

46,000

260,300

1,415,300

32,000

176,600



Support 300,700
Kenai Community College
Instruction 545,500
Student Services 84,100
Institutional
Support 334,300

Kuskokwim Community College

Instruction 1,319,900
Academic Support 46,500
Student Services 230,700

Institutional

Support 435,300
Public Service 88,100

Northwest Community College

Instruction 200,500
Academic Support 5,000
Institutional

Support 198,300

Tanana Valley Community College

Instruction 1,054,700
Academic Support 596,100
Student Services 125,600

Rural Education
Instruction - Rural
Centers 1,132,800
Instruction - Central
Support 201,400

Research and Pro—

fessional Centers 269,500

963,900

2,120,500

403,800

1,776,400

4,376,800

863,400

1,581,400

353,800

1,473,900

3,692,100

SB 632

100,500

539,100

50,000

302,500

684,700






FY

COMMITTEE REPORT

SENATE
FURTHER:
5/26/78 o
Date:
Mr. President:
The Committee on FINANCE has had SB 632

78 appropriation adjustments for the University of Alaska

under consideration and (a majority of the committee) (the committee

reports it back as follows)

( ) recommends it do pass ( ) recommends it dGn t pass
( ) recommends it do pass with attached amendment(s)

( ) recommends it be replaced with CS for

and () new title ( ) same title

( ) AND attaches a Letter of Intent ( ) New Fiscal Note
( ) reports it back without recommendation

( ) and recommends it be referred to the Committee

MEMBERS SIGNING DO PASS: OTHER RECOMMENDATIONS:

Chairman
S 60 (rev. 6/77)
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IN

For an Act entitled:

BE

8,

lines 1-17 are repealed and re-enacted to read:

THE SENATE

IN THE LEGISLATURE OF THE

TENTH LEGISLATURE

SENATE BILL NO. 632

Introduced:

5/26/70

Referred: Finance

BY THE RULES COMMITTEE BY

REQUEST OF THE

STATE OF ALASKA

— SECOND SESSION

A BILL

the University of Alaska;

tive date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. Section 9, ch. 153 SLA 1977,

lines 1 - 26, page 9,

UNTVERSITY OF ALASKA

Board of Regents/
Statewide
Board of Regents
Statewide-Insti —
tutional Support
Organized Research
Geophysical
Institute
Institute of
Marine Science
Institute of Water

Resources

lines 1-28,

$

Agricultural Experi—

mental Station

Alloca-

tions

274,800

4,111,100

7,410,600

5,326,700

734,800

2,623,300

page 10,

page 7, lines 18 -

lines 1-26, and

GOVERNOR

"An Act leaking FY 78 appropriation adjustments for

and providing for an effec—

26, page

page 11,

A_ppropria- Appropriation FundSources
tion Items General Fund Other Funds
$ 4,385,900 $ 3,234,900 $ 1,151,000
37,011,200 7,073,100 29,938,100

SB 632



13
“
15
16
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22

23

24
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Institute of Arctic
Biology

Institute of Social
and Economic
Research

Center for Northern
Education Research

SeaCrant

Arctic Environment
Information anti
Data Center

Bionne Center

Cooperative Wildlife
Research

Mineral Industry
Research

Forest Soils
Laboratory

WAMI/Medical Science

General Miscellaneous
Research

Naval Arctic Research
Laboratory

Fairbanks

Instruction

Research and Pro—
fessional Centers

Public Service

Academic Support

5,092,300

1,381,900

710,900

1,066,700

1,717,800

786,100

266,600

249,600

337,300

1,052,900

781,700

7,472,000

7,581,200

41,900

791,600
2,983,000

28,128,800

19,907,900

8,220,900



Student Services
Institutional
Support
Student Loans,
Scholarships
Anchorage
Instruction
Research and Pro—
fessional Centers
Academic Support
Student Services
Institutional
Support
Student Loans,
Scholarships
Southeast
Instruction
Public Service
Academic Support
Student Services
Institutional

Support

3,445,700

12,860,700

424,700

3,550,100

675,900

1,656,600

1,867,800

5,408,800

1,098,000

668,100

358,000

283,000

339,100

1,185,100

Community College Contract

Funding

Ketchikan Community College

Instruction
Academic Support

Student Services

Institutional

466,300
89,800

23,000

14,257,200 9,437,700
2,833,300 2,090,000
188,600 188,600
763,700 675,800

4,819,500

743,300

87,900
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Support
Sitka Community College
Instruction
Academic Support
Student Services
Institutional
Support
Sheldon Jackson
Consortium

Juneau-Douglas Community

Instruction 1,057,

Academic Support

184,600

268,200
62,300

15,900

88,900

69,000
College
900

137,300

Anchorage Community College

Instruction 6,824,

Public Service
Academic Support
Student Services
Kat-Su Community College
Instruction
Academic Support
Student Services
Institutional
Support
Public Service -
Eagle River
Kodiak Community College
Instruction

Student Services

Institutional

300
221,700
935,100

315,900

333,600

67,400

6,500

203,400

94,600

581,000

40,300

504,300 458,300
1,195,200 934,900
8,347,000 6,931,700

705,500 673,500

922,000 745,400

46,000

260,300

1,41.5,300

32,000

176,600
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Support 300,700
Kenai Community College
Instruction 45,500
Student Services 84,100
Institutional
Support 334,300

Kuskokwira Community College

Instruction 1,319,900
Academic Support 46,500
Student Services 230,700

Institutional

Support 435,300
Public Service 88,100

Northwest Community College

Instruction 200,500
Academic Support 5,000
Institutional

Support 198,300

Tanana Valley Community College

Instruction 1,054,700
Academic Support 596,100
Student Services 125,600

Rural Education
Instruction - Rural
Centers 1,132,800
Instruction - Central
Support 201,400

Research and Pro—

fessional Centers 269,500

963,900

2,120,500

403,800

1,776,400

4,376,800

863,400

1,581,400

353,800

1,473,900

3,692,100

100,500

539,100

50,000

302,500

654,700






May 26, 1978

The Honorable John Rader
President of tne Senate

Alaska State Legislature
Pouch V

Juneau, Alaska 99811

bear President Rader:

Under the authority of art. 111, sec. 18 of the Alaska
Constitution, and in accordance with AS 24.30.060(b)
and the Uniform Rules of the Alaska Gtato Legislature,
I am transmitting a bill making FY 78 appropriation
adjustments for the University of Alaska.

The University of Alaska has requested authority to
make adjustments to tne appropriations made to them in
Chapter 153, SLA 1977. We have delayed submission of
this pending complete information from the University.
What are believed to be the final adjustments were
received in the Division of Budget and Management on
May 24, 1978.

The Fiscal Year 1978 budget for the University of
Alaska was essentially the same as their FY 77 budget.
Since the passage of the FY 77 budget, the University
has undergone significant organizational change. Many
of those adjustments the University says involve the
setae functions being performed as were budgeted, but
the authorization for expenditure and revenue receipt
are being raoveu to reflect more accurately current
administrative authorization. While these do not
legally constitute a required appropriation transfer,
there are some adjustments that do. In these instances
fund3 will bo reprogramed for U3es other than the
originally budgeted purposes. These are indicated 1in
che University"™s documentation.



.Due -to the inflexible nature of the FY 78 budget, we
have restructured the University®"s budget to provide
one appropriation for each campus with allocations for
the various functions (lInstruction, Academic Support,
etc.) This will allow for minor adjustments within
each campus appropriation between now and the end of
the fiscal year, should such a need arise.

Salary increase money appropriated to the University of
Alaska has been distributed, as have the Chancellor®s
and Regents® Distributions. These distributions are
displayed by component on the back-up documentation and
are reflected in the new appropriation levels.

Previously approved revised programs and the supplemental
appropriation (ch. 30 SLA 1970) have not been included

in the new levels. We are not repealing them by this
action, rather it seemed that omitting them would

clarify the intent of this bill.

The University has undergone many problems over the

past few years and now seems to be on the way to solving
many of them. These transfers are a step in that progress
by having the budget show actual costs of programs

where those costs are incurred.

Your consideration of this matter will be appreciated.

Sincerely

Jay S. Hammond
Governor
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Introduced: 6/1/78
Referred: Finance

BY THE STATE AFFAIRS COMMITTEE
IN THE SENATE BY REQUEST

SENATE BILL NO. 634
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act making a special appropriation to the Depart—
ment of Natural Resources for a direct grant to the
Kodiak Slaughterhouse; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $150,000 is appropriated from the general fund to
the Department of Natural Resources for deposit into the agricultural re—
volving loan fund as forgiveness for the debt owed by the Kodiak Slaughter—
house.

* Sec. 2. This Act takes effect July 1, 1978.

SB 634



COMMITTEE REPORT

SENATE
FURTHER:
6/ 1/ 78— o
Date
Mr. President:
The Committee on ftnanp f. has had SB 634

special appropriation to Dept, of Natural Resources tor direct grant to the
Kodiak Slaughterhouse

under consideration and (a majority of the committee) (the committee
reports it back as follows)

( ) recommends it do pass ( ) recommends it donot pass
( ) recommends it do pass with attached amendment(s)

( ) recommends it be replaced with CS for

and () new title ( ) same title

( ) ANT attaches a Letter of Intent ( ) New Fiscal Note
( ) reports it back without recommendation

( ) and recommends it be referred to the Committee

MEMBERS SIGNING DO PASS: OTHER RECOMMENDATIONS:

Chairman
S 60 (rev. 6'77)
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BY THE STATE AFFAIRS COMMITTEE
IN THE SENATE BY REQUEST

SENATE BILL NO. 634
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: MAn Act making a special appropriation to the Depart—
ment of Natural Resources for a direct grant to the
Kodiak Slaughterhouse; and providing for an effective
date.””
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section I. The sum of $150,000 is appropriated from the general fund to
the Departiitent of Natural Resources for deposit into the agricultural re—
volving loan fund as forgiveness for the debt owed by the Kodiak Slaughter—
house.

* Sec. 2. This Act takes effect July 1, 1978.
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Introduced: 6/3/78
Referred: Judiciary

IN THE SENATE BY THE JUDICIARY COMMITTEE
SENATE BILL NO. 637 am
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act requiring the use of independent financial ad-—
visors for negotiated private sales of bonds or bond
anticipation notes; ratifying certain past sales; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS. The legislature finds that there is a potential
conflict of interest in negotiating a private sale of bonds or bond anticipa—
tion notes to underwriters, and therefore, determines that the public in—
terest should be protected by the use of independent financial advisors by
issuers of state or municipal bonds.

* Sec. 2. AS 18.56.115 isrepealed and re-enacted to read:

Sec. 18.56.115. INDEPENDENT FINANCIAL ADVISOR. In negotiating the
private sale of bonds or bond anticipation notes toan underwriter, the
corporation shall retaina financial advisor who isindependent from the
underwriter.

* Sec. 3. RATIFICATION. Any sales of bonds or bond anticipation notes to
an underwriter before the effective date of secs. 1 - 2 of this Act are valid
and are ratified notwithstanding the underwriter®s providing the issuer with
financial or fiscal programming or marketing assistance.

* Sec. 4. EFFECTIVE DATE. This Act takes effect immediately in accor—

dance with AS 01.10.070(c).

-1 - SB 637 am
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Introduced: 6/3/78
Referred: Judiciary

IN THE SENATE BY THE JUDICIARY COMMITTEE
SENATE BILL NO. 637 am
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act requiring the use of independent financial ad-—
visors for negotiated private sales of bonds or bond
anticipation notes; ratifying certain past sales; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS. The legislature finds ~hat there is a potential
conflict of interest in negotiating a private sale of bonds or bond anticipa—
tion notes to underwriters, and therefore, determines that the publicin—
terest should be protected by the use of independent financial advisors by
issuers of state or municipal bonds.

* Sec. 2. AS 18.56.115 isrepealed and re-enacted to read:

Sec. 18.56.115. INDEPENDENT FINANCIAL ADVISOR. In negotiating the
private sale of bonds or bond anticipation notes toan underwriter, the
corporation shall retaina financial advisor who isindependent from the
underwriter.

* Sec. 3. RATIFICATION. Any sales of bonds or bond anticipation notes to
an underwriter before the effective date of secs. 1 - 2 of this Act are valid
and are ratified notwithstanding the underwriter®s providing the issuer with
financial or fiscal programming or marketing assistance.

* Sec. 4. EFFECTIVE DATE. This Act takes effect immediately in accor—

dance with AS 01.10.070(c).

-1 - SB 637 anm
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AMENTDM
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To: SENATE BILL NO.

HOUSE BILL NO.

AMENDMENT : Page Line



Date

Mr. President:

The Committee on has had
< filll- U 1em8 @ £r.po i ror " T S - .0%iv.
under consideration. A majority of the members of the Committee
/ / recommends it do pass
/_/ recommends it donot pass
/~7 recommends it do pass withattached amendment(s)
/ / recommends it be replacedwith CSfor and that

CS for do pass

/ / (and) recommends it be referred to the

committee
/ / reports it back without recommendation
/ / AND attaches a report of its intent

/ / (other)

MEMBERS SIGNING THE MAJORITY REPORT:

MEMBERS NOT CONCURRING IN THE MAJORITY REPORT:

recommends:

recommends:

recommends:

Chairman
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N THE SENATE BY ORSINI
SENATE CONCURRENT RESOLUTION NO. 1
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
Relating to the development and presenta-—
tion of a proposal for "zero-based"”
budgeting.
E IT RESOLVED BY THE LEGISIATURE OF THE STATE OF ALASKA:

WHEREAS the United States Congress and several state legislatures have
nder consideration proposals for reform of government operations and activi-
ies seeking to evaluate programs to eliminate or change those which are
nactive or ineffective; and

WHEREAS a common feature of these proposals is the modificat .on of
udget acts to require systematic evaluation of total appropriation requests
ased upon a justification of an appropriation request in its entirety from

zero base to determine whether the proposed activities of the program
arrant its continuation; and

WHEREAS the adoption and implementation of a zero-based budgeting system
ould well serve the legislature, the governor and the people of Alaska in
evelopment of more effective review of the performance and accomplishments
f state programs by providing a means to evaluate program benefits versus
osts, a method to redirect program efforts and funds into more effective
rograms, and a way to control budget growth;

BE IT RESOLVED by the Alaska State Legislature that it respectfully
equests the governor to direct the division of budget and management to
repare a proposal for implementation of a zero-based budgeting system for

tate government operations and present the proposal to the members of the

egislature not later than January 1, 1978.
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Il yout State has usctl ZHB nr similar system for one year or mote;
1 -please Intelly e\alti.tle your experience with it.

h -describe briefly any changes made in the original design.

Il you are not using ZHB. have you considered it. or explored the possibility of using it'){please
Cvilm|

I'lease send any documents, manuals, forms, etc. (2 copies if possible), describing the system and
how it operates.

A short description written here would also be appreciated. Also add any explanation which will
help its compare or contrast your system with other systems.
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Appendix

State Zero-Base Budget Survey

DEFINITION: STATE:

For the purposes of this survey, zcro-busc huilgi'img is a system hy which state programs and
activities are organized and budgeted in a detailed plan which focuses review, evaluation and analysis
on all proposed expenditures rather than on increases above current expenditure levels. | he purpose
is to determine whether each activity warrants continuation at its current level or a different level, oi
should be terminated. This focus requires a priority ranking of all programs and activities in
successively increasing levels of performance and funding, starling from zero.

QUESTIONS:
. a-Does your State have what it calls a ZHB system
approximating this definition? Yes .
b - Do you have what you call a ZHB system, hut with a
different definition? Yes

If yes - please give your definition:

e - Do you nave a system approximating the definition

which is called bv some ollit" name? Yes

If vis- nli'SM" I'ive till" name tieri

(if the answers to 1a. b. and ¢ are “no." please go to question 5
How is your ZHB system or similar system used?

a - us the main system for budget requests? Yes

b -as an additional source ol data? Yes

¢ -as the main format for the presentation in the budget
document? Yes

Does vottr s lilt or similar svstem formally involve:
a -subdivision ol programs or activities into

decision packages? vi's
It -subdivision ol programs or activities according to in-

cremental percentages ol expenditure? Yes .
e -distinctions between expenditures lor continuing, ex-

panding. and new programs? Yes

d -annual (biennial) zero-base teview ol: a) all. It) most:
e) some: d) pilot group ol. c) no, state programs (i inlc
eniviren 7v.v/xu/ve)

lvnlain h ¢ or d:

e -other f/t/tiftc i/i'wrt/ie)
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Footnotes

| Statement of Richard C. Leone. heloie U.S. Senate Snbenmmittee on Intergovernmental
Relations. Hearings on (iovernment Economy ami Spending Reform Ad of 1176 'Wilt Cong.. 2d
Sess. (1476), p. 243

2 Aaron Wildavsky and Arthur llummann,"Comprehensive versus Incremental Budgeting in
the Department of Agriculture,” in Administrative Science Quarterly, vol. 10 (1965). p. .31-46.

3. Peter A. Pyhrr, /.ero-ltise budgeting (New York, N.Y.: John NViley & Sons. 1973). p. 97.

4. John D. !.ul;a\er,“Zero-Base Budgeting in New Mexico.” State 6'riv<7wmwt Spring 1974).
p. 112

5. | or this reason, appraisals of ZBB which focus only on gubernatorial actions miss the main
story. This is only one id the problems with Aaron Wilduvsky’s anti-ZHB polemic in budgeting: 4
Comparative theory of budgetary Process (Boston. Mass.: Little, Brown it Co., 1975), pp. 294-9.

6. Legislation to make federal agency budget estimates available to Congress has been
unreduced in the 93d and 94th Congress hut has not passed, though particular agencies now are
required (or as a matter of practice) to submit their estimates to Congress.

7. For an appraisal of the P.’B efforts, see Alien Schick, budget Innovation in the States
(Washington. D.C.: Die Brookings Institution, 1971).

X Wildavsky, mprehensive versus Incremental Budgeting." p. 27X

9 Pyhrr. Zero-base budgeting, p. 153

It) Ibid., p. I5S. .

11 The description ol ZBB m Arkansas is based on the State ol Arkansas budget Preparation
Manual. 1177-71 biennium.

12 Thelimitations spelled out on page 120f the manual covcrmost uncontrollable expenditures
such as \I-T)C and retirement costs.

13 Die California dcseription is adapted from a lengthy statement prepared by the State
Department ot Finance to accompany its response to the (iuestionnaire. _ .

14 Georgia's ZBB approach is described in its tjieneral budget Preparation Procedures: fiscal
Year /977 hudget Development, issued In the Slate's Office of Planning and Budget.

15 Idaho's budget procedures are set lorth in its Program Management and budget
Development Manual, issued by the Division of Budget. Policy Planning and Coordination on May
7. 1916

16 Ihe budget instructions for the State ol Illinois are detailed in Bureau of the Budget Circular
No. 3 Revised September I. 1975 o

17. 1 or a description of the Missouri approach, see Priority budget and Program Manual,
fiscal Year 1177

IS Ilie description ol Montana's pilot lest is based oil its Priorili budget Ststan: |*77-7v
biennium, issued by the Oflice ot the Governor,

19 Thid.. p. II.

20. Ilie New Jersey description is based on Richard Leone's statement (sec lootnote |): Michael
| Scheiring. “Zero-Based Budgeting in New Jersey " Stale (iovernment. vol. 49. no. 3. Slimmer 1976,
pp 174-79 and Circular Letter 75-26 (May 2X 1975) issued by the Division of Budget and
Accounting.

21 ZBB in Rhode Island derives Irom amemorandum from Governor Philip W. Noel tostaie
agencies (July 27, 1973) and related instructions issued by the Division ol the Budget.

22 lie lennessee practices are derived from the Stale's budget Instructions and Procedures:
Picptnuiion ol 117677 hudget Ret/uests. issued by the Department ot Finance and Administration.
23| or the State ol lexas. see Dctuilcil Instructions for Preparing and Submitting Retptestsfor
legislative Appropriations for the biennium beginning September /. 1177, issued tointly by the
Governor's Budget and Planning Ollice and the | egislative Budget Ollice.
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agencies are cautinned that because of the State's severe financial condition, they
must "avoid an incremental approach to preparing the 1976-77 budget requests.”
Agency activities are to be ranked in order of priority and are to identify their
purpose, clientele served, goals, and objectives. Hie budget requests are to he
classified into four levels, with priority rankings assigned to each: (1)
continuation at the current level of funding: (2) continuation at the current level
of service: (3) improvements for new legislative requirements and to replace lost
federal aid: and (4) improvements based on departmental estimates of need. On
the basis of a review of the budget instructions, it is not possible to ascertain how
these four categories arc linked to the budget submissions.

Texas

Texas initiated its ZBB system for the 1976-77 biennium and the basic
system is being applied (with only slight modifications) for the 1978-79biennium.
This comprehensive system utilizes decision packages: alternative funding levels:
priority rankings; and extensive needs, workload, and performance measures.--1

Bach decision package provides information on objectives and their
proposed means of accomplishment: costs, benefits, and performance
measurements at various levels of effort: and alternative means ofaccomplishing
the objective:;. Activity decision packages are prepared by activity managers and
these arc ranked in order of priority by program managers. The program
managers prepare decision packages for their programs and these are ranked by
agency administrators. Thus, the decision packages arc prepared at a lower
administrative level and their priority is determined at a higher level. Each
decision package is structured into a number of activity or program levels,
depending on the amount of funds which are being requested, for programs, the
prescribed levels are: (1) the min mum level is not to exceed 90percent ol current
funding; (2) level 2cannot exceed the current budgeted amount:(3) level 3(il it is
requested) cannot exceed |10 percent of the current amount: (4) level 4 is lot
requests that exceed the current amount budgeted for the program by 20 percent
or more. There are no restrictions on the funding levels for the activity decision
packages, though they should be consistent with those requested for programs.

Although it has a 90 percent limit, the minimum level is to be that level ol
effort below which the program should be discontinued because il loses its
viability or effectiveness. By recommending a minimum level, a program
manager is not necessanlv recommending that the program be funded at this
level. The minimum level merely identities oi e alternative, and explains what
could be accomplished at this level and. by inference Irum other levels, what
could not be accomplished.

Al the activ itx level, the output data isoriented toworkload measures: at the
progunn level, it concentrates on measurements ol need and performance. |he
ptun ity ranking ol both activity and program decision packages isarranged in a
manner which enables policymakers to estimate the cumulative ellects ol
alternative levels on the budeel.

*\//cV
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changes in laws, and specify the qualitative and quantitativcelfcctsof funding of
various incremental levels' O percent. 50 percent. 75 percent. 100 percent. 125
percent, and above 125 percent of the current funding level. The program level,
inputs, and expected performance at each ol these levels (or at a percentage in
between the levels) represent ; decision unit which assists decisionmakers in
determining whetherthe benefits to be lost from budget decreases inone program
outweigh the benefits in other programs.

On a second lorm. each agency ranks its programs at these various funding
levels, therebv communicating its sense of priorities to the Governor and central
budget stall. I'he total requested in each priority level as well as the cumulative
request for all priorities are shown on the form. This ranking process assists
agencies and the Governor in realigning program priorities. A third form is used
for recording past and estimating future performance data for the various
priority levels. A variety of performance measurements (such as output,
elficicncy. and effectiveness measures) is associated with each incremental
spending level,

Stale officials believe that ZBB has assisted them in evaluating and
comparing competing demands for funds and for determining the most
appropriate level of program and expenditure. However, they also have
encountered a number of difficulties such as stall resistance and lovv-quality
submissions. Ihey led these problems can he overcome as their personnel
become more accustomed to ZBB concepts and processes.

Rhode Island

Over a period oi years, the State has expanded its program budgeting
system, with extensive measurements of objectives and performance. In July
1973 tlie Governor instructed state agencies to augment their program budgeting
submissions with z.cro-hasejustification of their requests. Rather than replace the
new program budgeting system, the Governor decided "to cmbody the concept ol
zero base into our considerations. |his will permit us to continue the on-going
development of program budgeting while particularly stressing the point that
everything demands justification before any dollars are provided."-"

Ihe ZBB forms supplement the regular budget requests and require a
priority ranking and analytic justification of each activity. The Rhode Island
Budget Director regards the experience thus far as favorable and partly
responsible lor a shilling of priorities within existing resources.

Tennessee

Cliapler 135 ol the I'ublic Acts ol 1975 lequires each state agency to
establish written goals and objectives tor each of its pi.igiams, including criteria
lor measuring the performance achieved under the stated goals and objectives.”
[bis new requirement was incorporated into the 1970-77 budget process, with
agencies submitting their traditional operating budget requests and program
budget statements.

Ilie program budget statements contain several ZBB characteristics. State

Foreword

The National Association of State Budget Officers (NASBO). in
cooperation with the Congressional Research Service (CRS). has undertaken a
survey ol zero-base hudgeting practices in state governments. NASBO sent a
brief questionnaire to all slate budget ollicers in May 1976 and responses were
received from 41 States and the District of Columbia. (A copy of the
questionnaire is appended to this report.) CRS agreed to analyze the responses
and to prepare a report for distribution to NASBO members and interested
members and committees ol Congress. 1his report is based on the survey returns
and issupplemented with a review of documentary material concerning ZBB ina
number of Stales. A prefatory comment by NASBO s also included.

Many thanks are due to the members of the NASBO Systems. Icchniques
and Data Committee, under the chairmanship of Leonard D. Schaeffer of
llinois, who authorized this cooperative study and assisted in developing the
survey. We also greatly appreciate the cooperation of the budget officers who
responded to the questionnaire and sent supporting materials. Our special thanks
and appreciation go to Allen Schick and Robert Keith ol the Congressional
Research Service for analyzing the data and preparing this report for
publication.

Brevard Crihficld

Lexington. Kentucky Executive Directin’
September 1976 The Council o fSuite (iovcrnineni.s
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items, thereby enabling state officials to assess the effectiveness associated with
each proposed cost increase.

Missouri has used this system for two years, and though itdoes not have the
ZBB label, it has some features of that budget approach.

Montana

As part of a new program planning and budgeting system, the State of
Montana is pilot-testing a Priority Budgeting System in eight stale programs.
The new budgeting approach is mandated by House Bill 643, signed into law on
April 16 1975 and is being put into effect for the 1977-79 biennium. |x This new
system combines features of two contemporary budgetary innovations: PPB and
ZBB. Thus it provides fora program structure, multiyear planning, and output
and impact measures. The test programs have been selected, in accord with
House Bill 643, so as to be representative of the programs and agencies of the
slate government.

The Priority Budgeting System utilizes three of the main features of zero-
base budgeting: decision packages, alternative cost levels, and a priority listing of
alternatives. The decision packages are developed and ranked at the activity
level, generally the lowest level of the program structure at which work outputs
have measurable policy impacts. This ranking process is to be performed at
successively higher levels of management up to the Governor's office  with the
packages merged into increasingly comprehensive listings.

House Bill 643 requires at least three alternative funding levels for each
program, and this requirement also is heing applied to each activity. The first
funding level —which in the initial ranking is to be accorded highest priority for
the activity s not to exceed SO percent of the current budget level. Workload,
output, and impact data are to be supplied for each cost alternative, and each
package is to display summary data on costs and results for alternative packages
m the same activity.

It is anticipated that the Priority Budgeting System data will he used in
presenting the budget to the Legislature, but the 1977-79 effort is thus far only
"an experiment to determine il this particular approach to planning and
budgeting would he must appropriate in meeting State Government’s needs in
these areas.” 11

New Jersey

ZBB was launched on July 22 1974, with a memorandum from Governor
Brendan Byrne instructing all state agencies “to question the continued need for
e\cry program and every activity within every program of our State government
and assign a priority ranking to each such program and activity.”-" The State
already was using various PPB techniques such as program categories and
perlormance measurements and these were combined with the new ZBB
approach.

Three budget forms are used for securing ZBB information from the
agencies. One requires each agency to indicate program objectives, identify



[llinois

I'ne Ilinois budget process has undergone far-reaching changes since 1969,
budgeting has been converted from a biennial to an annual cycle; the Bureau of
the Budget has heen established its the Governor’s budget agency; the linc-itcm
schedules have been removed from the appropriations and main budget
document and placed in the budget appendix; a program budget fccused on
quanliialive statements of objectives and performance has been implemented;
and a new management by objective (MBQ) system has been introduced as a
means of identifying and monitoring agency and gubernatorial objectives. To
this process of budget innovations, the State adopted for its 1977 budget
preparation a procedure for separate consideration of programs within and
above 90 percent of the current budget base.l

The quidelines for the 1977 budget provide for each agency to request the
programs and activities to be proposed within 90 percent of its current funding
level. Program expansions and new initiatives can be included within the 90-
percent level, but only if an agency deems them of higher priority than other
current activities.

Program increments above the 90 percent level are listed in priority order.
Proposals to maintain or expand existing programs or to initiate new programs
are separately identified, though they arc ranked in the priority orderdetermined
by the agency. Decision packages tire not formally used in the Illinois approach,
but the lonns arc arranged so as to tally the cumulative cost of each add-on
proposed above the 90 percent level, flic process works in a manner similar to
one in which decision packages arc applied.

Missouri

The State has a comprehensive program budget, and the budget is prepared
by programs, sub-programs, and program elements within departments. I/
Program statements accompanying the requests focus on the problem to be
solved, the objectives of the program, and the methods used to accomplish the
objectives. Quantitative measures of program service arc extensively used and
include effectiveness measures, benefit measures, and volume of service.

Budget requests ared:vided into three categories: the minimum budget, the
base budget, and priority items. I'ne minimum budget generally is the current
rate of expenditure; the base budget is the minimum budget plus standard
inflation factor increases to allow the current level of service in the budget year;
priority items are increases requested above the base level. Priority items are
ranked at both the program and departmental levels so that the Governor and the
Legislature have a comprehensive ranking of such items.

A priority item consists of the package of personnel, operating, and
equipment expenses associated with achieving a higher level of service, bach
request for a priority item is to bejustified by a significant change in measures of
service above the levels that would be achieved with the base budget. Thus, the
same measures of service are to be used for both the base budget and priority

Prefatory Comment

Zero-base budgeting (ZBB) is a concept which has recently captured
considerable attention in fiscal and legisla ive circles. It isattractive to business
and government alike. The term undoubtedly has an appeal to the public far
surpassing that of other budget and management terms such as planning,
programming, or management by objectives. “Zero-base” is easy to picture. To
the ever-suffering taxpayer, the idea of starting from nothing lends fuel to the
fervent hope that governmental expenditures can be cut.

ZBB has been around for several years. However, itsincreasing attraction to
governmental executives and legislators in the past two years can be attributed to
at least two factors. One was the fiscal crisi- in many state and local governments
resulting from the impact of the sharp recession of 1974-75. Any recession causes
retrenchment at the state-local level, but this recession in addition triggered a
threat of debt payment default by New fork City and State. This led many
leadeis to stress more than before that government resourcesarc limited, that we
cannot afford to promulgate and expand all desirable programs, and that choices
have to be made. ZBB was seen as a way to accomplish this choice-making.

Another factor was the catapulting into the national political scene of
Jimmy Carter, a former Governor of Georgia, who as a candidate for President
announced the intention of utilizing zero-base budgeting in the federal budget
process. The Georgia ZBB system, installei in 1971 during the Governor’s fi
year in office, has been institutionalized, with periodic revisions, as the ba.vC
budget system of the State. The national attention now hrought to the concept
promises to result in further installations if ZBB or variations of it.

Like most other public administra ion terms, ZBB does not have a
commonly accepted definition. The popularity of the term causes its use in many
ways. Others use ZBB approaches without calling them such. The authors of this
report have done an admirable job of sorting out the state responses and
reviewing budget manuals tod mmup aclassification they felt was most accurate.
State respondents have accepted this classification, even though in a few cases il
meant transforming “yes" answers to “no,” or vice versa,

The problem of classification occurs because of the catchiness of the term.
Tor purposes of this report, @ ZBB system includes more than the intent to
analyze programs from the ground up; it also includes certain trappings such as
dividing agency activities into “decision packages" and “priority rankings." The
trappings, however, can obscure accomplishment (the “triumph of technique
over purpose"). Good program analysis in any budget system will ask what

vii



happens if the program were reduced in si/e or abolished, no matter what the
name ol the system.

The spread in state government of ZBB or its variations isanother indication
ol the continual search for improved budgetary procedures. ZBB is the current
fashion, although two processes related to and sometimes tied to budgeting—
Management by Objectives (MBO) and evaluation of program effectiveness—
ate in strong contention. Past movements—program budgeting, performance
budgeting, planning, program and budgeting systems (PPBS)—have come,
made their mark, and have retreated to the rear of the stage.

Note, however, that they are still on the stage. New approachesto improved
budget analysis and decision-making have usually been heralded with fanfare,
resulted in redesign of forms and instructions, and frequently choked in an
entanglement of paperwork. Surviving thiscollapse are those elements of the new
approach which prove to be most useful in the long run Thus the current
emphasis on sound analysis and program effectiveness evaluation has grown at
least in part from PPBS. By the same token. ZBB sometimes starts too
ambitiously, and survives in more modest form as the strong elements of the
system arc adapted to political, fiscal, and manpower realities.

Indeed, this transformation isalready under way; for instance, some States
apply the technique not to zero but to everything above 80 or 90 percent. In
addition. States already utilizing sophisticated techniques of budget analysis arc
adapting some aspects of ZBB to augment their present systems. Furthermore,
nobody really goes to zero on everything. All States have saciosanct special
funds, programs, oragencies having constitutional protection against which the
zero approach would be a waste of lime. Programs such as state aid to local
governments and public schools are funded according to statutory formulas and
are not usually susceptible to the zero approach. Many of these limitations on
“pure” ZBB are recognized and noted in this report.

We can expect, then, that the States in applying ZBB concepts to their
budget systems will sooner or later institutionalize the most usable segments of
this approach, integrating them with the strong features of their current systems.
In this manner ZBB will be added to the many approaches to budgeth g and
management which have been developed in the past and will be developed in the
future in the continuing quest for greater rationality in and understanding of the
budget process.

(ieorge A, Bell
Executive Director
National Assm iation of
State Hnduct Officers

On September 28 a few weeks
prior to publication of this report. Dr. Bell died.
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making system.” On March 15 1971 Governor Jimmy Carter instructed stale
agencies to utili/o /ero-base budgeting in their preparation of fiscal year 1973
budget requests. Detailed budget instructions were subsequently issued for this
purpose. The ZBB system has been modified slightly since itsintroduction, but its
basic features have remained intact.

Decision packages are prepared for incremental levels of effort for each
function. (In Georgia, the function is the lowest program level at which a budget
estimate is prepared. Functional packages are aggregated into activities;
activities are aggregated into department summaries.) Within each function,
separate decision packages are prepared for different levels of effort, with line-
item detail and performance measurements presented for each package. There
are three incremental levels. (I) The minimum level is the level of effort,
expressed in terms of service and cost, below which it is not realistic or feasible to
operate the function at all. Although no percentage limitation is imposed, the
minimum level is expected to be below the current funding level. In the decision
package for a minimal level, the agency explains the effects of terminating the
existing service that is excluded at this level. (2) The current level decision
package generally is an estimate of the next year's cost (adjusted for wage and
price increases) of providing the current level of service. An agency may include
proposals to decrease the level of service in this package. (3) A decision package
for new or improved programs must be quantified and explained in terms of
sendee and cost.

Each decision package is formatted to show cumulative costsas a percentage
of current funding and to permit its priority ranking by activity. After they have
been ranked by activity, the decision packages are ranked by department so as to
provide a comprehensive set of priorities for all functional packages in each
department’s budget request.

[daho

The State’s budget system has been recast in recent years into one which is
heavily grounded on program and performance data."»'The system has two ZBB-
type features. Though only a small fraction of stale programs are zero-based, the
budget requests of till stale agencies arc striu tured into decision units which are
ranked by priority.

No constraints are imposed on the decision units requested by agencies so
that, except for capital outlay, one-time expenses, ard programs selected for
zero-hase review, the budget accepts the current level asa base. Above the budget
base, decision units are listed in order of priority until the full budget request is
reached. The final decision unit is the sum of the current budget levl and any
additional decision units. The budget instructions for fiscal year 1978call on state
agencies to strengthen the relationship between specific decision units and
specific peTormance measures.

According to the State'sbudget division, ZBB was applied toapproximately
5percent of last year's budget, and it hop:.; to increase this to 20percent peryear,
with each program heing subjected to a zero-base review every five years.
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improvements in its base level. However, because the base level is most likely to
be funded, an agency isadvised to include its most critical programs or services in
il

The budget forms can accommodate three priority rankings in addition to
the base-level request. But an agency need not submit any priority requests or it
can make as many as 11such requests within a particular cost center— the lowest
level at which priority rankings are made. However, each priority level has to be
separately justified.

The new Priority Budgeting System currently is undergo.ng its first
implementation so that it is too early to report any experience with it. However,
Arkansas is one of the few States with this type of budget system to use it for both
executive and legislative review. The PBS documents are to be used by the
Legislative’Council in its budget hearings scheduled during October 1976.

California

The program budgeting system of California focuses on proposed changes
in the budget. WThrough the analysis of Budget Change Proposals (BCP), stale
agencies and the Department of Finance selectively consider the cost and
effectiveness of possible alternatives to current program levels. This selective
approach now is used for the zero-base analysis of programs adjudged to be most
in need of thorough review.

Three patterns for applying zero-base budgeting have been developed in
California. First, the Department of Finance recommends a zero level of funding
tor the baseline hbudget planning estimates issued for particular programs.
Program managers and department heads then are required to justify in detail
various levels of the program, starting at the basic program level and then adding
other features and levels of operation. A department may prepare as many
Budget Change Proposals as necessary to adjust the original level (in this case
zero) to that which it considers appropriate. The major burden of analysis is on
the department to show that the program should be funded at above zero level.

A second approach is for the Department of Finance to develop negative
Budget Change Proposals, that is, a proposal to set the budget below the current
level. A formal negative BCP is prepared by the Department of Finance, and the
department operating the program is given an opportunity to provide analytic
support for the option n favors. The third approach is initiated by departmental
proposals for program eliminations, reductions, trade-olls, and redirections.
Ilicse are assessed in BCP documents.

In all three types of zero-hase review, a decision memo is used to bring the
issues in the Budget Change Proposals into an agenda for formal budget
hearings. Alter the hearings, baseline budget planning estimates are adjusted (if
appropriate) to the new level which then becomes the hasis for the presentation in
the ~inventor's budget.

Georgia
Georgia is generally regarded as the first State to adopt ZBB as its budgel-

Introduction

The main purpose ol this report is to assess the extent to which ZBB
practices have been applied in the States, not to appraise cither the
worlhwhileness of these practices or their impacts on budgetary outcomes. The
limited data contained in the survey does not permit this analysis to go beyond
the formal procedures of budgeting. On-the-scene observations of budgetary
practices would be required before an evaluation can be conducted of ZBB's
effectiveness. Vet there is some value in merely recording statc-hy-state use of
ZBB procedures. Although there has been much talk about ZBB in recent years,
no one seems to be sure whether it has spread to more than a .handful of States.

A second purpose isto provide background information for Congress in its
consideration of legislation to introduce ZBB-type practices in the federal
government. During the 94th Congress, considerable attention has been given to
various forms of Sunset and ZBB legislation. Congress can benefit front an
awareness ol stale innovations in this area.

ZBB is an attempt to come to grips with limitations on state resources. As
explained by New Jersey State Treasurer Richard C. Leone, in testimony on why
his State hits turned to zero-base budgeting,

the question is how can we deni with the increasing costs of
government programs, given the limits on available resources ... |
think we are, at least for the present, approaching the limits of the
public's will to see a largerand larger share of national income spent
In the public sector.

Il 'seems clear that at all levels ol government current budgeting
procedures have dor"' little to help decision makers deal with the
sources of these prob'ems.1



1 Criteria for ZBB Practices

A number ol difficulties complicate any attempt to determine the extent to
which ZBB practices are applied in the States. For one thing, every budget
process has the potential for reviewing all programs from point zero  notjust
incremental requests  even when no special ZBB techniques are used. From
time to time, every State has reviewed some of its programs from top to bottom as
part ol its reqular budget process. Thus, one budget director argue’- m his
response that because “any total review of a budget is for the precise purpose ol
reviewing levels, needs, and program effectiveness ofall programs,” his State has
a ZBB system even though it does not have specific ZBB methods.

Without disputing the merits of this position, il seems appropriate lor
purposes of this study to reserve the designation of ZBB to special budget
practices and lo exclude general budget procedures from its scope. This approach
enables us to identify the Stales which have devised specific ZBB methods to
replace or supplement regular budget review procedures.

A second problem is that a few Stales have announced their intention to
zero-base their budgets, but they have not followed up with any concrete changes
in their budget practices. Where this is the case, the objective might be to stir
agencies to conduct a more thorough review ol their existing programs than
might be routinely undertaken. Despite the strategic value ol embracing the ZBB
label, ihe definition applied in this report requires that the intent he realized
through specilic ZBB practices.

\ third difficulty derives from the fact that some States ha\e formed their
views about ZBB Irom a lamousariicle written by Aaron Wildavsky and Arthur
llammann almost a dozen years ago.-" | he two authors described and rated as a
Dilute an attempt by the U.S. Department ol Agriculture to zero-base its budget
bu the 1%4 lisea lyear. Whatever the conceptual affinities ol the earlier and the
present ellort.i. they share lew practical similarities. I'ne Department ol
Agriculture did not apply mix special techniques: and though a great deal ol
additional ellort was expended in bohall of'ZBB. none of the distinctive methods
associated with current /BB activities were present.

Aloiuth complication is that a literal, across-the-board zero-base review ol
all state programs simply is not possible in an annual or biennial budget cycle.
| ven when a State establishes a comprehensive ZBB system, decisionmakeis are
likely to concentrate on only a small number of issues and programs. Ilius in
(icorgia. according to I'eter I'yhrr. the Go crnor “concentrated his time on
tevtewing policy questions, major increases and decreases in existing pmgiams.

7. ZBB Methods in Selected States

As already noted. ZBB hasvarious meanings and applications. This part of
the report describes the ZBB approaches of the Stales which submitted ZBB
documents (budget instructions, forms, manuals, etc.) along with their survey
responses. The descriptions offered here are derived from these documents and
they deal only with the formal aspects of zero-hase budgeting. They do not assess
the impact of ZBB on budget outcomes or the extent to which the methods have
been used in practice.

Arkansas

In February 1976. the Governor introduced a new Priority Budgeting
System (PBS) m be used for the 1977-79hiennium. 1L This system, along with new
budget forms and instructions, was subsequently approved by the Arkansas
Legislative Council. PBS is to serve as the main system for preparing the budget
and presenting it to the State Legislature. All executive branch agencies (other
than elective offices and the Highway I)epartmcnt)are covered by it. PBS retains
tiie line-ilem data requirements hut adds program priority rankings to agency
budget submissions.

Budget requests under the new system arc to be divided into three categoricl
(1)the Inim " level which (with some exceptions) cannot exceed 90 percent of the
current fiscal year’s budget level; (2) Priority 1 which together with the base level
cannot exceed 101 percent of the current budget level;Xand (3) Priorities 2-11
which are to include any other request not included in the first two categories.
Agencies must rank their requests in a descending order of priority  Base Level,
Priority 1. Priority 2. Priority 3 etc. Each of these requests must contain itsown
justification and must be budgeted as a whole unit containing all of the costs
necessary for operating the unit at the requested priority level. Lor example, a
request fora Priority 3program isto heconsidered asawhole and itsjustification
and contents therefore must he independent of the request for any other priority
level,

| he three categories do not apply to state aid to schools, cities, counties, or
chaiitiible institutions, or lo capital expenditures and some minor fixed
expenditures.

An agency has discretion in deciding what to include in its base level request
and how to rank its other priorities With the base level set at no more than 90
percent ol the current budget, an agency may opt to reduce the level of all of its
programs or lo eliminate low-level programs or to alter existing programs or
methods of delivery. It also has the option to propose program expansions and
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means ol evaluating the levels of effort proposed lor alternative decision
packages. Although Georgia was the first to implement ZBB. its most recent
modifications are intended to improve the reporting and use of such measures.
Ihe latest budget instructions require each agency to “submit a list of
effectiveness, workload and efficiency measures for each function prior to
preparation of the budget.” The amount and type of program and performance
data developed in the Texassystem seemto be almost comparable to those in full-
fledged program budget States. There is less emphasis on formal planning and
analysis in the ZBB States and more on linking program and performance to
specific levels of cost.

new programs and capital expenditures, and a few packages and rankings where
there appeared to he problems."" This selective attention is necessary because
Georgia had approximately 102)00 decision packages. Yet by any reasonable
standard. Georgia and other Stales have viable ZBB systems even though they do
not always conform to the literal criterion,

finally. ZBB methods vary among the States that have applied il. so that
there is not a common core of practices which all ZBB States share. Perhaps all
use some form of priority ranking of budget requests, but some use decision
packages while others do not. Some divide their budgets into incremental units
while others merely have methods for examining the requests at below the base.
The definition 0lZBB used in the questionnaire referred lo “a priority ranking of
all programs and activities in successively increasing levels of performance and
funding, starting from zero." However, in this report, any systematic analysis at
beIt:(vy the base is regarded as a ZBB application, if it is combined with priority
rankings.



2 ZBB Applications in the States

Table I. which summarizes the basic responses from 41 States, identifies 11
States which, on the basis of their responses and a review of available documents,
appear to utilize ZHB in their budget practices. This is the minimum number of
States that qualify under the standards applied in this report. With more
extensive documentation or closer observation, other States might be added to
the list. Illinois is included on the list even though it responded negatively in the
questionnaire because its budget inst'uctions show a substantial commitment to
ZBB techniques. A description of ZBB in each of the 11 States is presented in
Chapter 7.

However, the list does not include six States (Connecticut, Kansas.
Maryland. Nebraska. Pennsylvania, and South Dakota) which responded
affirmatively to one or more of the questions on whether they are using ZBB.
(These are qu«'*.dons la. [b. and Ic found in the Appendix.) A number of these
States make extensive use of program or performance budgeting which have
some objectives in common with ZBB hut ought to be distinguished from it. The
State of Washington responded negatively and is not includeJ even though the
Governor recently instructed all agencies to justify existing programs as
thoroughly and in the same manner as new ones and to rank all programs in
priority order. If these gubernatorial instructions are incorporated in the budget
process. Washington will be among the ZBB States. Louisiana is likewise not
included, although after its response was sent in the State enacted legislation
requiring ZBB.

Table 2 shows the extent to which ZBB practices are employed in the 11
States. Most of these States apply ZBB to all agencies, but Arkansas does not use
it fore'ective offices and the Highway Department, California selectively applies
ZBB to targets of opportunity, Idaho intends to ZBB all programs over a 5-year
cycle, and Montana is pilot testing ZBB in eight programs. About one halfof the
ZBB Stales use it as their regularsystcm for budget preparation, but several use it
to supplement their preexisting program hudgeting systems or as an additional
source of budgetary data. Il si. mid be recognized that funds for some programs,
such as state aid to schools and municipalities, are based on statutory formulas
and may not he suitable for zero-base treatment in the budget.

As applied in most of these States, zero-base budgeting isa two-step process
lor justifying and reviewing programs from the ground up (or from some point
below the current service level). The first step is the disaggregation of all stale
activities into "decision packages”;the second is the ranking of these packages in
order of priority. Decision packages usually are identified at the lowest level of

4

6 ZBB and PPB

ZBB is the latest inaseriesof state budget innovations stretching back to the
early years of this century. It follows on the heels of efforts by anumberof Slates
to install PPB systems during the 1960s.7 The relationships and differences
between these two sets of budget reforms is a source of both confusion and
opportunity.

Aaron Wildavsky regards zero-hase budgeting as “an extreme variant" and
“a precursor of" PPB, both sharing the same objectives, concepts, and failures.*
Mr. Wildavsky’s perspective is largely derived from the U.S. Department of
Agriculture’s experiment of the mid-1960s, though he briefly reviews the ZBB
activities of two States — Georgia and New Mexico. Peter Pyhrr, however,
regards PPB and ZBB as essentially different though potentially complementary
systems:

PPB provides the macroeconomic tool for centralized decision
making on major policy issues and basic fund allocations. Zero-base
budgeting provides the microeconomic tool to transform these
objectives into an efficient operating plan.9

The key difference between the two systems is that PPB focuses on top-level
decisionmaking, while ZBB focuses on decisions at various operating and
management levels. Mr. Pyhrr suggested that “the top-down efforts of PPB can
be coordinated with th* predominantly botlom-up efforts of zero-base
budgeting."2 The limited evidence from this survey confirms Mr. Pyhrr'sclaim
that the two systems can be compatible and mutually reinforcing, In at least four
of the 11 ZBB States, zero-base techniques have been fused into the preexisting
program budgeting* apparatus. California, lllinois. New Jersey, and Khode
Island have implemented ZBB practices in ways which have not disturbed their
program budgeting activities. In a filth Stale ~ Montana  the new Priority
Budgeting System is an integration of PPB and ZBB techniques. It combines
PPB-type techniques of multiyear planning and cost-clfectivencss analysis with
the ranking of activity decision packages on a priority basis.

In the remaining ZBB States, there is a significant and growing use of
program and performance measures, not merely as ancillary information but as

*The term I*I'll is not used by Slates today. Slate variation!) non in use will he referred lo
generally as "program budgeiing."
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appropriation. A Stale’s budget document might have to bp tripled or
quadrupled insi/e in order to accommodate its ZHB presentations, i >enumber
ol appropriation accounts also would have to be multiplied i"theactivity velat
which %ecision packages are evaluated becomes the level at which appropriate- 's
are made.

5

the organization (such as a cost center) capable of formulating a budget request.
Each decision package represents one of a number of alternative levels of cost
and service for "t activity; sometimes it also represents one of a number ol ways
of performivg a given activity. Each decision package thus can be both an
incremental budget request and an alternative to another budget request.

Decision packages are in general use in all but three of the ZBB States. In
two of the exceptions (California and Rhode Island) zero-base budgeting
supplements the regular budget process, a use for which decision packages may
not be suitable; however. Rhode Island uses them for expanded or new progthc
third State (Tennessee) the 7BB forms coexist with traditional line-itcm budget
. .thods. lllinois does not formally use decision packages, but its budget process
has >similar effect.

\Vi. -¢ the decision nackagesarc based on alternative levels of effort, there is
no uniform tv as to the levels required for budget submission. Several States
require that ti. first decision package for an activity be the minimum level at
which il remains v .hie to continue the activity. This procedure isused in Georgia
and Texas, two Slat- s with possibly the most developed ZBB systems. In a
number of other States, be first decision package might be set at no higher than
some percentage of the cur. ntfunding level New Jersey sets this lowest level at
50 percent. Montana usesan v rercent decision package; Illinois sets 90 percent
of the current level as the first dee Aion level. New Jersey’s ZBB process calls for
@' identification of the qualitative . nd quantitative effects of a zero-funding
level, and this may be the closest th.-f any State comes to pure zero-base
budgeting. In virtually every ZBB State, ti.- decision packages must separately
identify costs and lev. Is of effort above tlv current funding (or service, in some
cases) level.

Priority rankings are the most pervasive ZBB element; only California,
which applies ZBB selectively, does not engage n ranking of priorities. In a
number of Stales, the decision packages are ranked at progressively higher levels
ol aggregation, beginning with the activity manager who ranks only the
alternatives to the activity he administers, up through the department head who
must determine the priority for all activity levels within his agency. A favorite
technique is lo specify the cumulative costs (and ina few States, the cumulative
levels of performance) of each lower-ranking priority. In this wav.
decisionmakers can evaluate the alternative decision packages that can he
"purchased" at different funding levels.

i practice, /ero-bas. budgeting is more a form of marginal analysis than a
requirement that the budget be built up I'om scratch each year or two. Il isa
device for shilling the bulk of budget preparation from increments above the
budget base to decrements below the base. The term “zero-base" is somewhat
n leading, but as long as its actual intent is properly understood, ZBB can be
i .deed on its own merits.



Table |
stems in the States
ZHB Syst the States*
Sjah’ liiii
|mll nr
swe  Aui AR CIWMWUS

\lLi>ki» No Co?sigered /UH in 1972 but decided on oilier budget method*
instead.

NIl/olla No budget Director lecls that evaluation methods and other im-
prosements must precede ZRB.

Vrkaitsas Yes \ new Priority budgeting System lor base-level requests at Hr;
ol'current leveél, and “priority ranking of other requests.

[ .ililt.inia Yes Selective use of Zbb in combination with other met' 'is for
analysis ol budget* at below the base level.

Connecticuil.t! No (iii"ernor’'s 1972 letter to state agencies calls for Zbb as
Bart ol the overall budget process, hut no formal system has
een introduced.

delawarc No

llorida No

(ienrgia Yes Comprehensive Zhb system vvnh decision packages for minimum
and base levels, workload increase*, and program expansions
Priority miking* and pciformance data.

Hawaii Sn A comprehensive PPB system, presc'ihcd by state law. is in
operation.

Idalm Ves Selective use ol /lib jn 5', to 20'V ol programs, plus priority
ranking by decision units ol all piogrtltns

[llinois(a) Yes lime constraint of annual budget cycle does not permit a
total /cn base effort each year, budget submissions are done in
program packages amounting to 90°, < last year's base, pro-
gra_ms al the margin between 9I'I and 100'' of base, and those
esired ﬁrograms which would he funded only il appropriations
exceed the base.

Indiana No Considered and rejected Zbb.

lowa No tI)sdcopsidering ZHB and alternative innovations lor 1977-79
udget.

Kansasia) No Reviews all spending as pan ot the regular budget piocess.

Kentucky No

louisiana No Ael I'lb ol 1976 signed July Ib. 197b mandate* Zbb.

Maine No A modilicd system wit' he used m the next budget cycle.

Marylandtal No Reviews each program as part ol the regular budget process.
Annual budget instructions commence wiih die “policy that
"(lie _budgelaty base_ lor the jiislitiealion ot estimated iinaiicial
requirements is rrrn

Minnesota No

Mississippi No

Missoun Yes <ojnpiehensivt progtam budget willi extensive use ol pioglam

and pellonniince measures;” proposed increases above "base
are priority ranked.

o/. fi liiu- hmfat tinv i M\ vOiiiliM.Hv | » i . il ul .u'm mesMM’ am! ImhUVKil uiiHIclrtikd plLili him
IfVitii. ti.ilii.nn»ii..ind .m.ik mm hi all pn>fiis(>ctlox(H *tiilthiri> f.illici Thamm im H.iMfMilmiiCHtHMil <e|viuliiuk L . Is [lit-[iifpnM*it
1* ilck-nniiu’ wlivi cl "itliiicht'k vv.iti.iui-.« atmu.dion ai iis swrwif lari «» tdillciciit kw . or sk*mpl e Uimin iM | hi* lesy »e
iiifiitics .i pihtiiK r.dil nip al .ill jUIM'Miti* ami .unx iticvin iiiciM uh HitiiiiMtk’ k v k »! }pilitiuj.rnu’ and lumlim* larimr ["'in
, I llnsitide cuhides tiitio stalls uhnh tji.l imt fcipiim! in ihi* Hu.'sicmi.iur

i>l llic fesp*tiM's (d liifst Siiic* lieH". adliis(cil In inaitiljiin <tilmilt'in . id itclmditUi

b ZBB and the Legislative Process

In concept and application. ZBB is primarily an instrument of executive
budgeting. In each of the ZBB States, the zero-base activity isassociated with the
preparation of the budget by state departments and agencies. The appropriations
stage of the budget process need not be directly affected by the ZBB activities of
the executive branch. Moreover, most ZBB work is done at operating and
management levels and the Governor's involvement is limited—as Peter Pyhrr
noted—to a review of major policy issues. The literature of ZBB and the
instructions issued by practicing Slates focus on the responsibilities of program
managers, up to and possibly including department heads, to review and evaluate
all components of their budgets. To the extent that ZBB has had an effect on
budget outcomes, the effect will be fell primarily at these management levels.5

Although ZBB generally is not conceived as a legislative tool, there is no
reason lot legislative bodies to he completely excluded. In several ZBB States, the
initiative or requirement for ZBB has come from the Legislature. In Arkansas,
the Legislative Council has had an active role in the design of ZBB. The pilot
testing of ZBB in Montana was mandated by a 1975act of the State Legislature,
while new statutory requirements with regard to budgetary data have prompted
Tennessee to introduce ZBB practices. In Texas, the Legislature shares
re? lonsibility for budget preparation with the Governor, and ZBB instructions
arejointly issued by the Legisl. live Budget Office and the Governor's Budget and
Planning Office. As previously reported, legislative initiatives for future ZBB
applications arc under way in Wisconsin.

liven where a State Legislature hits not actively sponsored ZBB. it may he
able to avail itself ol the products of the new system. In more than one hall of the
Stales, the Legislature receives copies of agency budget submissions, either at the
time they are sent to the Governor or at a later date.” In these States, a Legislature
should be able to obtain the decision packages and priority rankings submitted
by the agencies to the executive budget ollice

However, there is no necessity lor a State to recast its budget document or
the loi in ol appropriations to conform to ZBB methods. <)ncc a budget decision
has been made on the basis of ZBB presentations, it can he cast into any Inrm
congruent with the accounting system of the State. ZBB can coexist with
pmgiam categories, standard organization classifications, linc-itcm detail, or
any other budget format. Moreover, inasmuch as decision packages usually are
developed at low levels ol activity, they are not likely to he suitable for
publication in the budget (except, perhaps, in summary form) or as units ol



