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Introduced: 5/19/7S
Referred: Finance

If! THE SENATE BY THE STATE AFFAIRS COMMITTEE 

SENATE BILL SO. 629 

I'd THE LEGISLATURE OF THE STATS OF ALASKA 

TENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act providing for the issuance of general obliga­

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

of paying the coet of highway, ferry, airport, local

service roads and trails construction, constructing and

equipping maintenance facilities, and planning various 

transportation projects; and providing for an effective 

date."

BE IT EXACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. For the purpose of paying the cost of highway, ferry, air­

port, local service roads and trails construction, constructing and equipping 

Maintenance facilities, and planning various transportation projects, generaL 

obligation bonds of the state in the principal amount of not norc than 

$64,200,000 shall be issued and sold. The full faith, credit and resources 

of the state ere pledged to the payment of the principal of and interest and 

redemption premium, if ?uy, on these bonds. These bonds shall be issued 

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

i s s uance.

* See. 2. If the issuance of these bonds is authorized by the qualified 

voters of the state, a special fund of the state to be known as the "197$ 

Transportation Facilities Planning and Construction Fund" shall be estab­

lished, to which shall be credited the proceeds of the sale of the bonds 

described in sec. 1 of this Act except for the accrued interest and premiums. 

The amount of $64,200,000 is appropriated fron the "197? Transportation 

Facilities Planning and Construction Fund" to the Department of Transporta-

-1- SB 629
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tio'i ant Public Facilities. The proceeds of these bonds shall be allocated 

as follov.’s:

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

* S e e . 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 is 

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 its general obligation bonds in

r n ;  . i u i T T r -  r~ir-.
J ' / P  £  I, ~ Lh/iV\(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  c  3- ?
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Tran sportatio n  C a p ita l Budget Revis ions

Budget Component Total

T ra n s p o rta t io n  Planning

Current Program 7 ,4 1 7 .4

Add:
FY 79/30 A l lo c a t io n  7,4 17,4

M e tr o p o l ita n  Planning 292.0

C e ic ts :
In d iv id u a l  FY 79 A l lo c a t io n  (3 ,7 0 3 .4 )

FY 30 A l lo c u t io n  ( 3 ,7 0 9 .0 )

Program T otal 7 ,7 0 9.4

Highway Research 

Ho Change

Program Total 1 ,2 0 0 .0

P ro je c t  Planning 

•■Jo change

prog ran' To t a l  3G]3 . 7

Region I Programs ( C e n tr a l)

Current Program 104,235.0
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Alaska Kwy M i le  1256/70
Reconstruction
(330.0  - -  CO.5 460.4)

Program Tot.i l

Region I I I  Programs (Southeast)

Current Program

D e lete:
!<ake Shop
Haines -  Seaplane F lo a t

Revise:
Haines Hwv - M i le  4/26 
( 7 , ’ 32.0 -  CGI-G 6 ,320.2 )

Heines -  Lutok Road 
Proconstructicr.
(102.0 -  23.0 109.0)

progrc.m Total 

Region IV Programs (l.'ostern)

Current Program 

Add:
Ncii'e -  Council 42/03 
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Iota1
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Statewide highway Programs 
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P ro je c t  A l lo c a t io n s
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'■•iSiincau Channel
(11.933.6 -- 1,195.9 10,762.7)
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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 O p p o r t u n i t i e s )

SENATE BILL NO. 630 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH L EGISLATURE - SECOND SESSION 

A BILL

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

and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 45 is amended by adding a new chapter to read:

CHAPTER 96. TEC H N I C A L  SERVICES CONTRACT FUND.

Sec. 45.96.010. TECH N I C A L  SERVICES CONTRACT FUND. There is

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. TECH N I C A L  SERVICES CONTRACT AWARDS. (a) T e c h n i­

cal services contracts may be awarded to qualified technical service 

organizations that provide technical services to small businesses w i t h­

out c h a r g e .

(b) 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 o r g a n i z a­

tion seeking the award in p r oviding technical services to small b u s i n e s­

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 q uorum of the technical services r e v i e w  committee 

cannot be convened w i thin 30 days after the submittal to the committee 

of a technical services contract for its approval; and

(2) after making findings of fact, he determines that award

of the contract would be in the best interests of the state.

(d) Five per cent of the amount of each technical services c o n­

tract award shall be used to p e r form 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 p erson to perform the 

e v a l uation 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 (<+) government policies b e n e ficial 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 per f o r m e d  during the previous year.

Sec. 45.96.030. T E CHNICAL 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 r e s pective designees. The 

c ommissioner of commerce and economic development, or his designee, 

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



or his designee, shall act as v i c e - c h a i r m a n  of the committee.

(b) The committee shall establish by r e g u l a t i o n  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 c om­

mitt e e  .

(d) A m a j o r i t y  of the members of the committee constitutes a 

q u o r u m  for the transaction of business or the exercise of a function at 

a m e e t i n g  of the committee.

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

requires otherwise,

(1) "committee" means the technical services review c o m m i t­

tee j

(2) "department" means the Department of Commerce and E c o­

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 a s s i s t a n c e  in (A) business 

management; (B) financial planning; (C) governmental reporting and 

interaction; (D) determination of market potential; (E) project f e a s i­

bility; a nd (F) routine legal affairs;

(5) "technical services o r g a n i z a t i o n "  means a business entity 

incorporated or otherwise organizeu under state law that provides t e c h­

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 LEG ISLATURE

REQUEST
Bi l l/Reso lu t ion No. ______
Ti t l e  Technical Services Contract Fund

FISCAL NOTE 

SB 630 & 631

Reqnes ted by  Senate RuTes Commi ttee Date 5/23/78

I I .  F ISC AL  D E T A I L  „ 0 r  . n ,
Au.Mi.-v At'fcrt.Mi Commerce & Economic Development

Program C a t e g o r y ^ t T ^ T Z ^ H H ^
Budget Reques t  Unit(s) Af fe c t ed  Economic Enterprise

EX PEN D ITU R ES  (Thousands o f  Dol lars)

u

ai

SN

U)

(m

FY  77 FY  78 FY  79 F Y  80 F Y  81 F Y  82
100 PERSONAL  S ER V IC ES 36.2 38.4 40.7 43.1
300 T R A V E L 1.2 1.3 1.4 1.5
300 CONTRACTUAL 3.8 4.0 4.2 4.4
400 C OMMOD IT IES .2 .2 .2 .2
500 EOU1PMENT • 4 .4 .4 .4
600 LAND  & STRUCTURES
700 GRA NTS ,  CLA IM S ,  FTC. 4,000.0 -0- -0- -0-

TO TA L 4,041.7 44.3 46.9 49.6

FU N D IN G  (Thousands o f  Dol lars)

G E N E R A L  FUND 4,041.7 44.3 46.9 49.6
F E D E R A L  FUNDS
OTHER  (Speci fy)

POS IT IONS 

FU LL  T IM E 1 1 1 1
PART T IM E
TEM PO RA RY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
Capitalizations - funding of technical service contractors through SB 631

1. Personnel: One position. Development Specialist III, 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 ^

IV. h a t e  * y  ?5- 1978 .PREPARED ^

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:

D a t e : _____________________________

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 _______________________________

a n d ___________________________________ ( ) new title ( ) same title

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

( ) reports it b a c k  without recommendation

( ) and recommends it be referred to the __________________  Committee

MEMBERS SIGNING DO PASS: OTHER RECOMMENDATIONS:

S 60 ( r e v .  6 /7 7 )
C h a i r m a n



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 p ass with attached amendment (s)

( ) recommends it be replaced wi t h  CS for _______________________________

and ___________________________________ ( ) new title ( ) same title

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

( U? reports it b a c k  withaafc recommendation? 

( ) and recommends it be referred to the ___ Committee

MEMBERS SIGNJNG DO PASS:

/  P

OTHER RECOMMENDATIONS:



A M E N D M E N T
I

O f f e r e d  in t h e  SENATE: 

To: _________________

Pa g e :

B y : Senate Commerce

SENATE BILL No, soo  _______

HOUSE BILL No. ____________________

Line: 2 1 ,2 2 , 2 3

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."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. A3 45 is amended by adding a new 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- ZS CONTRACT AWARDS. (a) Techni­

cal services contracts nay be awarded *..o qualified technical service 

organisations that provide technical services to small businesses with­

out charge.

(b) 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 

..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 for its approval; and

(2) alter making findings of fact, he determines that award

of the 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 I of each year the 

department shall submit to the legislature a report of the results of 

the evaluations performed during the previous year.

3 c c . 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 r e s p e c t i v e  designees. The 

commissioner of commerce and economic development, or h i 3 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,

(1) ‘'committoo1* means the technical services review conviit-

tee j

(2) "department" means the Department of Commerce and Eco­

nomic: D e v elopment;

(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.

-3 -
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I, the undersigned, an emp'oyee of the State of Alaska, do hereby certify 

that the microfilm images on this microform are accurate reproductions 

of the original records of the State of Alaska as accumulated during the 

regular course of business, and that it is the established policy and practice 

of this State to microfilm its records and to dispose of the original records 

after microfilm reproductions have been made.
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uue to the inflexible nature oi! the FY 7is budget, wo 
have restructured the Urivrrsi u y ' s budget to provide 
one appropriation for each campus with allocations for 
t.i.o varices f unction:. (Instr iction, .\c .do..io l u.,.art, 
etc.) This will allow for hi nor ad just..- infs vit.iin 
fitcn c-x .;u3 a gpropriation between row and the end of • 
tne fiscal year, should such a need arise.

iialary increase :.:oi.oy appropriated to the University of 
Al a s k a  has been distributed, as have the Chancellor's 
and heyonts 1 b i s t r i b u t i o n s . dhcse disLribuLious 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 lf70) 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 3001.13 to be on the way to solving 
1 .any of the:'.. 1‘nese 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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Introduced: 5/26/78
Referred: Finance

BY THE RULES COMMITTEE BY 
REQUEST OF THE GOVERNORIK THE SENATE

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

the University of Alaska; and providing for an e f f e c­

tive date."

BE IT ENACTED BY THE LEGISLATURE OF THE bTATE OF ALASKA:

* Section 1. Section 9, ch. 153 SLA 1977, page 7, lines 18 - 26, page 

8, lines 1 - 26, page 9, lines 1 - 28, page 10, lines 1 - 26, and page 11, 

lines 1 - 1 7  are repealed and re-enacted to read:

Alloca- Appropria- Appropriation Fund Sources

tion Items General Fund Other Fundstions

274,800 

4,111,100

UNIVERSITY OF ALASKA  

Board of Regents/

Statewide 

Board of Regents 

S t a t e w i d e - I n s t i­

tutional Support 

Org a n i z e d  Research 

Geophysical  

Institute 

Institute of

Marine Science 

Institute of Water 

Resources 

Ag r icultural E x p e r i­

mental Station 2,623,300

$ 4,385,900 $ 3,234,900 $ 1,151,000

37,011,200 7,073,100 2 9 , 9 3 8 , LOO

7,410,600

5,326,700

734,800

-1- SB 632
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3

4
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6

7

8

9

10

11

12

13

14

15

16

12

18

19

20

21

22

23

24

25

26

11

28

29

B B S

5,092,300

1,381,900

1,717,800

786,100

Institute of Arctic 

Biology 

Institute of Social 

and Economic 

Research 

Center for Northern

Education Research 710,900 

SeaGrant 1,066,700

Arctic Environment 

Information and 

Data Center 

Bionne Center 

Cooperative Wildlife 

Research 

Mineral Industry 

Research 

Forest Soils 

Laboratory 

WAMI/Medical Science 1,052,900 

General Miscellaneous

Research 781,700

Naval A r ctic Research

Laboratory 7,472,000

Fairbanks

Instruction 7,581,200

Research and P r o­

fessional Centers 41,900 

P ublic Service 791,600

Acad e m i c  Support 2,983,000

266,600 

249,600 

337,300

SB 632

28,128,800 19,907,900 8,220,900
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12

13

14
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16

17
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19

20

71

2'7

23

24

26

76

2/
28

29

Student Services 3,445,700

Institutional

Support 12,860,700

Student Loans,

Scholarships 424,700

A n c h o r a g e  14,257,200 9,437,700 4,819,500

Instruction 3,550,100

Research and P r o­

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 2,833,300 2,090,000 743,300

Instruction 668,100

Public Service 358,000

Academic Support 283,000

Student Services 339,100

Institutional

Support 1,185,100

Community College Contract

Funding 188,600 188,600

Ketchikan Community College 763,700 675,800 87,900

Instruction 466,300

Academic Support 89,800

Student Services 23,000

Institutional

-3- SB 632
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Support 184,600

Sitka Community College 504,300 458,300 46,000

Instruction 268,200

Academic Support 62,300

Student Services 15,900

Institutional

Support 88,900

Sheldon Jackson

Consortium 69,000

Juneau-Douglas Community College 1,195,200 934,900 260,300

Instruction 1,057,900

Academic Support 137,300

An chorage Community College 8,347,000 6,931,700 1,415,300

Instruction 6,824,300

Public Service 221,700

Academic Support 985,100

Student Services 315,900

M at-Su Community College 705,500 673,500 32,000

Instruction 333,600

A cademic Support 67,400

Student Services 6,500

Institutional

Support 203,400

Public Service --

Eagle River 94,600

Kodiak Community College 922,000 745,400 176,600

Instruction 581,000

Student Services 40,300

Institutional 

SB 632 -4-



Support 300,700

Kenai Community College 963,900 863,400 100,500

Instruction 545,500

Student Services 84,100

Institutional

Support 334,300

K uskokwim Community College 2,120,500 1,581,400 539,100

Instruction 1,319,900

Acad e m i c  Support 46,500

Student Services 230,700

Institutional

Support 435,300

Public Service 88,100

Northwest Community College 403,800 353,800 50,000

Instruction 200,500

Academic Support 5,000

Institutional

Support 198,300

Tanana Valley Community College 1,776,400 1,473,900 302,500

Instruction 1,054,700

Academic Support 596,100

Student Services 125,600

Rural Education 4,376,800 3,692,100 684,700

Instruction - Rural

Centers 1,132,800

Instruction - Central

Support 201,400

Research and P r o­

fessional Centers 269,500

-5- SB 632





COMMITTEE REPORT 

SENATE

F U R T H E R :____________________

5/26/78 ------------------------------

Date: _____________________________

Mr. President:

The Committee on FINANCE__________________________ has had SB 632
FY 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 dG n 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:

S 60 (rev . 6/77)
C h a i r m a n
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Introduced: 5/ 2 6 / 7o 
Referred: Finance

BY THE RULES COMMITTEE BY 
IN THE SENATE 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 leaking FY 78 appropriation adjustments for

the University of Alaska; and providing for an effec­

tive date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. Section 9, ch. 153 SLA 1977, page 7, lines 18 - 26, page 

8, lines 1 - 26, page 9, lines 1 - 2 8 ,  page 10, lines 1 - 2 6 ,  and page 11, 

lines 1 - 1 7  are repealed and re-enacted to read:

Alloca- A.ppropria- Appropriation Fund Sources

tions tion Items General Fund Other Funds

UNIVERSITY OF ALASKA 

Board of Regents/

Statewide 

Board of Regents $ 274,800

Statewide-Insti­

tutional Support 4,111,100

Organized Research 

Geophysical

Institute 7,410,600

Institute of

Marine Science 5,326,700

Institute of Water

Resources 734,800

Agricultural Experi­

mental Station 2,623,300

$ 4,385,900 $ 3,234,900 $ 1,151,000

37,011,200 7,073,100 29,938,100

-1- SB 632
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Institute of Arctic

Biology 5,092,300

Institute of Social 

and Economic

Research 1,381,900

Center for Northern

Education Research 710,900 

SeaCrant 1,066,700

Arctic Environment 

Information anti 

Data Center 1,717,800

Bionne Center 786,100

Cooperative Wildlife

Research 266,600

Mineral Industry

Research 249,600

Forest Soils

Laboratory 337,300

WAMI/Medical Science 1,052,900 

General Miscellaneous

Research 781,700

Naval Arctic Research

Laboratory 7,472,000

Fairbanks

Instruction 7,581,200

Research and P r o­

fessional Centers 41,900 

Public Service 791,600

Academic Support 2,983,000

28,128,800 19,907,900 8,220,900
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Student Services 3,445,700

Institutional

Support 12,860,700

Student Loans,

Scholarships 424,700

Anchorage 14,257,200 9,437,700 4,819,500

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 L o a n s ,

Scholarships 1,098,000

Southeast 2,833,300 2,090,000 743,300

Instruction 668,100

Public Service 358,000

Academic Support 283,000

Student Services 339,100

Institutional

Support 1,185,100

Community College Contract

Funding 188,600 188,600

Ketchikan Community College 763,700 675,800 87,900

Instruction 466,300

Academic Support 89,800

Student Services 23,000

Institutional
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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 221,700

Academic Support 935,100

Student Services 315,900

Kat-Su Community College

Instruction 333,600

Academic Support 67,400

Student Services 6,500

Institutional

Support 203,400

Public Service —

Eagle River 94,600

Kodiak Community College

Instruction 581,000

Student Services 40,300

Institutional

504,300 458,300 46,000

1,195,200 934,900 260,300

8,347,000 6,931,700 1,41.5,300

705,500 673,500 32,000

922,000 745,400 176,600
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45,500

84,100

Support 300,700

Kenai Community College 

Instruction 

Student Services 

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 P r o­

fessional Centers 269,500

963,900 863,400 100,500

2,120,500 1,581,400 539,100

403,800 353,800 50,000

1,776,400 1,473,900 302,500

4,376,800 3,692,100 654,700
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M a y  26, 1 9 7 8

T h e  H o n o r a b l e  J o h n  R a d e r  

P r e s i d e n t  o f  t n e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1

I
 b e a r  P r e s i d e n t  R a d e r :

U n d e r  t h e  a u t h o r i t y  o f  ar t .  Ill, se c .  1 8  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  a n d  i n  a c c o r d a n c e  w i t h  A S  2 4 . 3 0 . 0 6 0 ( b )  

a n d  t h e  U n i f o r m  R u l e s  o f  t h e  A l a s k a  G t a t o  L e g i s l a t u r e ,
I a m  t r a n s m i t t i n g  a  b i l l  m a k i n g  F Y  78 a p p r o p r i a t i o n  
a d j u s t m e n t s  f o r  t h e  U n i v e r s i t y  o f  A l a s k a .

| T h e  U n i v e r s i t y  o f  A l a s k a  h a s  r e q u e s t e d  a u t h o r i t y  to
m a k e  a d j u s t m e n t s  t o  t n e  a p p r o p r i a t i o n s  m a d e  t o  t h e m  i n  
C h a p t e r  1 5 3 ,  S L A  1 9 7 7 .  W e  h a v e  d e l a y e d  s u b m i s s i o n  o f  
t h i s  p e n d i n g  c o m p l e t e  i n f o r m a t i o n  f r o m  t h e  U n i v e r s i t y .  
W h a t  a r e  b e l i e v e d  t o  b e  t h e  f i n a l  a d j u s t m e n t s  w e r e  
r e c e i v e d  i n  t h e  D i v i s i o n  o f  B u d g e t  a n d  M a n a g e m e n t  o n  
M a y  24, 1 9 7 8 .

T h e  F i s c a l  Y e a r  1 9 7 8  b u d g e t  f o r  t h e  U n i v e r s i t y  o f  
A l a s k a  w a s  e s s e n t i a l l y  t h e  s a m e  a s  t h e i r  F Y  77 b u d g e t .  

S i n c e  t h e  p a s s a g e  o f  t h e  F Y  77 b u d g e t ,  t h e  U n i v e r s i t y  
h a s  u n d e r g o n e  s i g n i f i c a n t  o r g a n i z a t i o n a l  c h a n g e .  M a n y  
o f  t h o s e  a d j u s t m e n t s  t h e  U n i v e r s i t y  s a y s  i n v o l v e  t h e

setae f u n c t i o n s  b e i n g  p e r f o r m e d  a s  w e r e  b u d g e t e d ,  b u t
t h e  a u t h o r i z a t i o n  f o r  e x p e n d i t u r e  a n d  r e v e n u e  r e c e i p t  
a r e  b e i n g  raoveu to r e f l e c t  m o r e  a c c u r a t e l y  c u r r e n t  
a d m i n i s t r a t i v e  a u t h o r i z a t i o n .  W h i l e  t h e s e  d o  n o t  

l e g a l l y  c o n s t i t u t e  a r e q u i r e d  a p p r o p r i a t i o n  t r a n s f e r ,  
t h e r e  a r e  s o m e  a d j u s t m e n t s  t h a t  d o .  I n  t h e s e  i n s t a n c e s  
f u n d 3  w i l l  b o  r e p r o g r a m e d  f o r  U 3 e s  o t h e r  t h a n  t h e  
o r i g i n a l l y  b u d g e t e d  p u r p o s e s .  T h e s e  a r e  i n d i c a t e d  i n  

c h e  U n i v e r s i t y ' s  d o c u m e n t a t i o n .



. D u e  -to t h e  i n f l e x i b l e  n a t u r e  o f  t h e  F Y  78 b u d g e t ,  w e  
h a v e  r e s t r u c t u r e d  t h e  U n i v e r s i t y ' s  b u d g e t  t o  p r o v i d e  
o n e  a p p r o p r i a t i o n  f o r  e a c h  c a m p u s  w i t h  a l l o c a t i o n s  f o r  
t h e  v a r i o u s  f u n c t i o n s  ( I n s t r u c t i o n ,  A c a d e m i c  S u p p o r t ,  
e t c . )  T h i s  w i l l  a l l o w  f o r  m i n o r  a d j u s t m e n t s  w i t h i n  
e a c h  c a m p u s  a p p r o p r i a t i o n  b e t w e e n  n o w  a n d  t h e  e n d  o f  
t h e  f i s c a l  y e a r ,  s h o u l d  s u c h  a  n e e d  a r i s e .

S a l a r y  i n c r e a s e  m o n e y  a p p r o p r i a t e d  t o  t h e  U n i v e r s i t y  o f  
A l a s k a  h a s  b e e n  d i s t r i b u t e d ,  a s  h a v e  t h e  C h a n c e l l o r ' s  
a n d  R e g e n t s ' D i s t r i b u t i o n s .  T h e s e  d i s t r i b u t i o n s  a r e  
d i s p l a y e d  b y  c o m p o n e n t  o n  t h e  b a c k - u p  d o c u m e n t a t i o n  a n d  

a r e  r e f l e c t e d  i n  t h e  n e w  a p p r o p r i a t i o n  l e v e l s .

P r e v i o u s l y  a p p r o v e d  r e v i s e d  p r o g r a m s  a n d  t h e  s u p p l e m e n t a l  
a p p r o p r i a t i o n  (ch. 30 S L A  1 9 7 0 )  h a v e  n o t  b e e n  i n c l u d e d  
i n  t h e  n e w  l e v e l s .  W e  a r e  n o t  r e p e a l i n g  t h e m  b y  t h i s  

a c t i o n ,  r a t h e r  i t  s e e m e d  t h a t  o m i t t i n g  t h e m  w o u l d  
c l a r i f y  t h e  i n t e n t  o f  t h i s  b i l l .

T h e  U n i v e r s i t y  h a s  u n d e r g o n e  m a n y  p r o b l e m s  o v e r  t h e  

p a s t  f e w  y e a r s  a n d  n o w  s e e m s  t o  b e  o n  t h e  w a y  to s o l v i n g  
m a n y  o f  t h e m .  T h e s e  t r a n s f e r s  a r e  a s t e p  i n  t h a t  p r o g r e s s  
b y  h a v i n g  t h e  b u d g e t  s h o w  a c t u a l  c o s t s  o f  p r o g r a m s  

w h e r e  t h o s e  c o s t s  a r e  i n c u r r e d .

Y o u r  c o n s i d e r a t i o n  o f  t h i s  m a t t e r  w i l l  b e  a p p r e c i a t e d .

S i n c e r e l y

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

BY THE STATE A F F A I R S  C O MMITTEE  

IN THE SENATE BY REQUEST

SENATE BILL NO. 634

IN THE LEGISL A T U R E  OF THE STATE OF A L A S K A

TENTH L E G I S LATURE - SECOND SESSION

A  BILL

For an Act entitled: "An Act m a k i n g  a special a p p r opriation to the D e p a r t­

ment of Natural Resources for a direct grant to the 

Kodiak Slaughterhouse; and pro v i d i n g  for an effective 

d a t e ."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $150,000 is a p p ropriated from the general fund to 

the Department of Natural Resources for deposit into the agricultural r e­

volving loan fund as forgiveness for the debt owed by the K o d i a k  S l a u g h t e r­

house.

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

# - 1 -
SB 634



COMMITTEE REPORT 

SENATE

F U R T H E R :____________________

6/1/78---------------------------------------------------------------------------

Date: _____________________________

Mr. President:

The Committee on f t n a n p .f._____  ____________ h as 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 do not 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:

S 60 (rev . 6'77)
C h a i r m a n



Introduced: 6/1/73
Referred: Finance

BY THE STATE AFFAIRS COMMITTEE 
IN THE SENATE BY REQUEST

SENATE BILL NO. 634 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TEN T H  LEGISLATURE - SECOND SESSION 

A  BILL

For an Act entitled: MA n  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 J U DICIARY COMMITTEE

SENATE BILL NO. 637 am 

IN THE LEGISLATURE OF THE STATE OF A L A S K A  

TENTH LEGISLATURE - SECOND SESSION 

A  BILL

For an Act entitled: "An Act requiring the use of independent financial a d­

visors for negotiated private sales of bonds or bond 

a nticipation 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 a n t i c i p a­

tion notes to u n d e r w r i t e r s , and therefore, determines that the public i n­

terest should be protected by the use of independent financial advisors by

issuers of state or municipal bonds.

* Sec. 2. AS 18.56.115 is repealed a n d  r e - e nacted to read:

Sec. 18.56.115. INDEPENDENT FINANCIAL ADVISOR. In n e g o t i a t i n g  the 

private sale of bonds or bond anticipation notes to an underwriter, the

corporation shall retain a financial advisor who is independent from the

underwriter.

*  Sec. 3. RATIFICATION. A n y  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 n o t withstanding the underwriter's providing the issuer w i t h  

financial or fiscal programming or mar k e t i n g  assistance.

* Sec. 4. EFFECTIVE DATE. This Act takes effect immediately in a c c o r­

dance w i t h  AS 01.10.070(c).

- 1 - SB 637 am
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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 a d­

visors for n e g o tiated 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 a n t i c i p a­

tion notes to underwriters, and therefore, determines that the public i n­

terest should be protected by the use of independent financial advisors by

issuers of state or municipal bonds.

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

Sec. 18.56.115. INDEPENDENT FINANCIAL ADVISOR. In ne g o t i a t i n g  the 

private sale of bonds or bond anticipation notes to an underwriter, the

c orporation shall retain a financial advisor who is independent from the

u n d e r w r i t e r .

* 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 n o t withstanding the underwriter's providing the issuer with 

financial or fiscal programming or mark e t i n g  assistance.

* Sec. 4. EFFECTIVE DATE. This Act takes effect immediately in a c c o r­

dance with AS 01.10.070(c).

- 1 - SB 637 am
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A M E N D M

Offered in the SENATE

To: ___________  SENATE BILL NO.

___________  HOUSE BILL NO.

AMENDMENT : P a g e ___________ Line



________________________________________Date

Mr. President:

The Committee on _______________________________________  has had .___________________

‘ fill1 - . U 1 • ■ >3 a £ r . po : ' i ror ' 'T S • .O'iv.
under consideration. A majority of the members of the Committee

/ / recommends it do pass

/_/ recommends it do not pass

/ ~ 7  recommends it do pass with attached amendment(s)

/ / recommends it be replaced with CS for ___________________________  and that

CS f o r ________________________do pass

/_/ (and) recommends it be referred to t h e ___________________________________

committee

/ / reports it back without recommendation 

/ / AND attaches a report of its intent

/ / ( o t h e r ) ___________________________________________________________________________

MEMBERS SIGNING THE MAJORITY REPORT:

MEMBERS NOT CONCURRING IN THE MAJORITY REPORT:

_____________________________  recommends: ____________

_____________________________  r e c o m m e n d s : ____________

r e c o m m e n d s :

Chairman
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N THE SENATE BY ORSINI

SENATE CONCURRENT RES O L U T I O N  NO. 1 

IN THE L EGISLATURE OF THE STATE OF A L A S K A  

TE N T H  L E G I S LATURE - FIRST SESSION

R ela t i n g  to the d evelopment and p r e s e n t a­

tion of a proposal for "zero-based" 

b u d g e t i n g .

E IT RESOLVED BY THE L E G I S IATURE OF THE STATE O F  ALASKA:

W H E R E A S  the United States Congress and several state legislatures have

nder consideration proposals for r e f o r m  of government operations and activi-

ies seeking to evaluate programs to eliminate or c hange those w h i c h  are

n a c t i v e  or ineffective; and

W H E R E A S  a common feature of these proposals is the modificat .on of

udget acts to require systematic evaluation of total a p p r o p r i a t i o n  requests

ased up o n  a j u s t ification of an appropriation request in its entirety from

zero base to determine whether the proposed activities of the p r o g r a m

arrant its continuation; and

W H E REAS the adoption and i mplementation of a z e r o -based b u dgeting system

ould well serve the legislature, the governor and the people of A l a s k a  in

evelopment of m o r e  effective r e v i e w  of the performance and accomplishments

f state programs by p r oviding a means to evaluate p r o g r a m  benefits versus

osts, a method to redirect p r o g r a m  efforts and funds into more effective

rograms, and a w a y  to control budget growth;

BE IT RESOLVED by the A l a s k a  State L e g i s lature that it r e spectfully

equests the governor to direct the division of budget and m a n a g e m e n t  to

repare a proposal for implementation of a zero-based bud g e t i n g  system for

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

egislature not later than J a n uary 1, 1978.

- 1 - SCR 1



T h e . . .  
C o u n cilo rs

s t u d —
G f o v e r n n i e n i s

in the States



The C o u n c i l  is a j o i n t  ag en c y  o f  a l l  the s t a t e 
go v e r nmen t s  c r ea t ed ,  su ppo r t e d  a n d  d i r e c t ed  by 
t hem .  It c o n d u c t s  re sea rch on s t a t e  p r o g r am s  and  
p r ob l ems ;  m a i n t a i n s  an  i n f o rm a t i o n  s e n  ice a v a i l a b l e  to 
s ta te agenc ie s ,  o f f i c i a l s  a n d  l eg i s l a to rs ;  i ss ues  a va r i e t y  
o f  p u b l i c a t i o n s ;  a s s i s t s  in s ta te-federal  l i a i son :  p r omo t e s  
r e g iona l  a n d  s ta le-loca l  co op e r a t i o n  an d  p r o v i d e s  s t a f f  
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II you t S ta te  has usctl ZHB nr s im i l a r  sys tem  fo r  one year o r mo te :  
.1 - p lease In te l ly  e\al ti . t le y o u r  exper ience w i th  it.

h - de sc r ib e  b r ie f ly  any  changes  m ade  in the or ig ina l des ign . Zero-Base Budgeting 
in the States

l l y o u  are not u s in g  ZHB . have  you  con s id e red  it. o r  exp lo red  the p o s s ib i l i t y  o f  us ing i t ') {please
('.V/lllllll I

I ’lease send any  do cum en ts ,  m an ua l s ,  fo rm s ,  etc . (2 cop ies i f  poss ib le ) , d e sc r ib ing  the system and 
how it operates .
A sho r t  de sc r ip t ion  w r it ten here w o u ld  a lso  be app rec ia ted .  A lso  a dd  any  exp lan a t io n  wh ich  w il l 
he lp its compare  o r  con tra s t  y o u r  sys tem  w ith  o the r sys tems .

I Hi COUhtH 01
sum covinnum".

h i m  r o t  m  u . o r  si \ n :  (.-o v k k n m k n t s

l . c x i n u t o n .  K e n t u c k y
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Appendix

S t a t e  Ze ro-Base  B u d g e t  S u r v e y

D EF IN IT IO N : S T A T E : ___________________________________________
F o r  the  purposes  o f  th is  su r v e y ,  zcro-busc huilgi'img is  a sys tem  hy  wh ich  s ta te  p ro g r am s  and  

ac t iv i t ie s  are organ ized  and  budge ted  in a de ta i led  p lan  wh ich  focuses review , e v a lu a t io n  and  ana ly s i s  
on a ll p roposed e xpend i tu re s  r a th e r  th an  on increases a bo ve  cu r ren t  e xp end i tu re  leve ls . I he purpose  
is to  de te rm in e  w he the r each a c t i v i t y  w a r ran ts  c o n t in u a t io n  at i ts  c u r ren t  le ve l o r  a  d i f f e ren t  leve l ,  oi 
s hou ld  be te rm ina ted . T h i s  fo cu s  requ i re s  a p r io r i t y  r a n k in g  o f  a l l  p rog ram s an d  a c t iv i t ie s  in 
su ccess ive ly  increas ing leve ls  of p e r fo rmance  an d  fu nd in g ,  s t a r l in g  f rom  zero.

Q U E S T I O N S :

I .  a - Does  yo u r  S ta te  have wha t  it c a l l s  a ZHB system
app ro x im a t in g  th is  de f in i t ion? Yes . : No

b - D o  yo u  have wha t  y o u  ca l l  a ZHB sys tem , hut w i th  a
d i f fe ren t def in i t ion? Yes : No
I f  yes - please g iv e  y o u r  de f in i t ion :

e - Do  you  nave a sys tem app ro x im a t in g  the de f in i t ion
w h ich  is ca l le d  b v  some o l l i t "  name? Yes • N o

I f  VI'S -  nli'SM' I'ive ti l l ' n a m e  lieri"

( i f  the answers  to 1 a . b. a n d  c  are “ no ." p lease go to qu e s t io n  5)
How is y o u r  ZHB  sys tem o r  s im i l a r  sys tem used?
a -  us the m a in  sys tem  fo r  budge t requests? Yes ; N o  . . .

b - a s  an add i t io n a l  source o l data? Yes . : N o . .
c - a s  the ma in fo rm a t  fo r  the p resen ta t ion in  the budge t

documen t? Yes ; No .

Does vo t t r  /  l i l t  o r  s im i l a r  svs tem  fo rm a l ly  in vo lve :
a - s u bd iv i s io n  o l p rog ram s o r  ac t iv i t ie s  in to

dec is ion packages? Vi'S . . ; No . .. ..
It - su bd iv i s io n  o l p rog ram s or ac t iv i t ie s  a c c o rd in g  to  in ­

crementa l percentages o l expend i ture? Yes .  . • No
e - d is t in c t io n s  be tween expend i tu re s  lo r  co n t in u in g ,  e x ­

pand ing .  and  new programs? Yes : No ............
d - a n n u a l  (b ienn ia l)  zero-base tev iew ol : a) a l l .  It) most :

e) some: d) p i lo t  g roup  o l .  c) no, s ta te  p ro g r am s  (i inlc
a/i/>rii/irian‘ /v.v/xu/ve)
1 v n l a i n  h c o r  d:

e - o th e r f/t/t'i/tc i/i'wrt/ie)
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agenc i e s  are ca u  t i n ned  that  be cause  o f  the Sta t e ' s  s evere f i n an c i a l  c o n d i t i o n ,  t hey  
mu s t  " a v o i d  an i n c r emen t a l  a p p r o a c h  to p r ep a r in g  the 1976-77 b u dge t  r e qu e s t s . "  
A g en c y  ac t i v i t i e s  are to be r a n k ed  in o r d e r  o f  p r i o r i t y  an d  are to i de n t i f y  the i r  
pu rpose ,  c l i en te le  s e r ved ,  go a l s ,  a n d  ob j e c t i v e s .  Hie b u d g e t  r e qu e s t s  are to be 
c l a s s i f i ed  i n t o  f o u r  l eve l s ,  w i t h  p r i o r i t y  r a n k i n g s  a s s i g ne d  to each:  (1) 
c o n t i n u a t i o n  at t he  cu r r en t  leve l  o f  f un d i ng :  (2) c o n t i n u a t i o n  at t he c u r r e n t  l eve l  
o f  serv i ce:  (3) im p r o v em en t s  fo r  new l eg i s l a t i v e  r e q u i r em en t s  a n d  to  rep l ace  l os t  
f ede ra l  a i d :  a nd  (4) im p r o v em en t s  ba sed  on  d e p a r tm en t a l  e s t im a te s  o f  need.  On  
the ba s i s  o f  a r ev i ew o f  the b u dg e t  i n s t r uc t i o n s ,  it is not  po s s i b l e  to  a s ce r t a i n  h ow  
these f o u r  ca t ego r i e s  a r c  l i n ke d  to  the b u d g e t  s u bm i s s i o n s .

T e x a s
T e x a s  i n i t i a t ed  i ts  Z B B  sy s t em  f o r  the 1976-77 b i e n n i u m  a n d  the ba s i c  

s y s t em is be in g  app l i ed  (w i th  o n l y  s l i gh t  mod i f i c a t i o n s )  fo r  the 1978-79 b i e n n i um .  
T h i s  c omp r ehen s i v e  s y s t em  u t i l i z e s  de c i s i on  pa ck age s :  a l t e r n a t i v e  f u n d i n g  leve l s :  
p r i o r i t y  r a nk ing s ;  a n d  e x t e ns i v e  needs ,  w o r k l o a d ,  a n d  p e r f o rm an c e  measures.--1

Bach dec i s i on  pa ck ag e  p r ov i d e s  i n f o rm a t i o n  on  ob j e c t i v e s  a nd  the i r  
p ropo sed  means  o f  a c c omp l i s hm en t :  co s t s ,  benef i t s ,  a n d  pe r f o rman c e  
me a s u r emen t s  at  v a r i o u s  l eve ls  o f  e f f o r t :  a n d  a l t e r n a t i v e  mean s  o f  a c c om p l i s h i n g  
the object ive: ; .  A c t i v i t y  de c i s i o n  p a ck ag e s  a re  p repa r ed  b y  a c t i v i t y  m an a g e r s  a nd  
these a r c r ank ed  in o r d e r  o f  p r i o r i t y  b y  p r o g r am  manag e r s .  T h e  p r o g r am  
manage r s  prepa re  dec i s i on  p a c k ag e s  fo r  th e i r  p r o g r am s  and  these a re  r a n k ed  by  
ag en c y  a dm in i s t r a t o r s .  Thus ,  t he de c i s i on  p a c k ag e s  a r c  p r epa r ed  at a l ow e r  
a dm in i s t r a t i v e  l eve l  a n d  the i r  p r i o r i t y  is d e t e rm i n e d  a t  a h i gh e r  l eve l .  Ea ch  
de c i s i o n  pa ck ag e  is s t r u c t u r e d  i n to  a n u m b e r  o f  a c t i v i t y  o r  p r o g r am  l eve l s ,  
d e p e n d i n g  on the am o u n t  o f  f u n d s  wh i ch  a re be in g  r e que s t ed ,  f o r  p r o g r am s ,  the 
p r e s c r i bed  l eve l s  are: ( I ) the min  m u m  l eve l  is no t  to exceed  90 pe rcen t  ol  cu r r en t  
f un d i ng ;  (2) leve l  2 c a nno t  exceed  the cu r r en t  b u dg e te d  a m o u n t : (3) l eve l  3 (il it is 
r eques t ed )  ca nno t  ex ce ed  I 10 pe rcen t  o f  the c u r r e n t  am o u n t :  (4) l eve l  4 is lot  
r eques t s  t ha t  exceed the cu r r e n t  am o u n t  b u d g e te d  fo r  the p r o g r am  by  20 percent  
o r  mor e .  There are no  re s t r i c t i on s  on the f u n d i n g  l eve l s  f o r  the a c t i v i t y  de c i s i on  
pack age s ,  t h o ugh  they s h o u l d  be  cons i s t en t  w i th  those r eque s t ed  fo r  p r og r am s .

A l t h o u g h  it ha s  a 90 percent  l im i t ,  the m i n im u m  l eve l  is to be tha t  l eve l  ol 
e f f or t  b e low  wh i ch  the p r o g r am  s h o u l d  be d i s c o n t i n u e d  be ca u se  il l oses  its 
v i ab i l i t y  o r  e f f e c t i v enes s .  By r e c o m m en d i n g  a m i n im u m  l eve l ,  a p r o g r am  
m an a g e r  is not n e ce s s an l v  r e c o m m en d i n g  that  the p r o g r am  be f u n d e d  at thi s  
leve l .  I he m i n im u m  l eve l  mere l y  i den t i t i e s  oi  e a l t e r n a t i v e ,  a n d  ex p l a i n s  wha t  
c o u l d  be a c comp l i s h e d  at t h i s  l eve l  and .  by  i n f e rence  I r um  o t h e r  l eve l s ,  wha t  
c o u l d  not be a c comp l i s h e d .

AI the act i v it x leve l ,  the o u t p u t  da t a  is o r i en t ed  to w o r k l o a d  measu re s :  at  the 
p r o g u n n  leve l ,  i t co n ce n t r a t e s  on mea s u r emen t s  ol  need an d  p e r f o rman c e .  I he 
pt un i ty r a n k in g  ol  bo th  a c t i v i t y  and  p r og r am  dec i s i on  pac k ag e s  is a r r a n g e d  in a 
m an n e r  wh i ch  en ab l e s  p o l i c ym ak e r s  to e s t im a te  the c u m u l a t i v e  e l l e c t s  ol  
a l t e r n a t i v e  leve l s  on the b u d e e l .

•V/cV
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changes  in l aw s ,  and  spec i f y  the q u a l i t a t i v e  an d  q u a n t i t a t i v c e l f c c t s o f  f u n d i n g  of  
v a r i o u s  i n c r emen t a l  leve l s '  0 pe rcent .  50 pe rcent .  75 pe rcent .  100 pe rcent .  125 
percent ,  an d  a b o v e  125 pe rcen t  o f  the cu r r e n t  f u n d i n g  l eve l .  Th e  p r o g r am  l eve l ,  
i npu ts ,  a n d  ex pe c t ed  p e r f o rm an c e  at  each o l  t hese l eve l s  (o r  a t  a pe r cen ta ge  in 
be tween  the l eve l s )  r ep re sen t  ;; de c i s i o n  un i t  w h i c h  a s s i s t s  d e c i s i o n m a k e r s  in 
d e t e rm i n i n g  vv h e t h e r t h e  bene f i t s  to be l os t  f r om  bu d g e t  dec rea se s  in one  p r o g r am  
ou tw e ig h  the bene f i t s  i n o t h e r  p r og r am s .

On a second  l o rm .  each ag enc y  r a n k s  i ts p r o g r am s  at t hese v a r i o u s  f u n d i n g  
l eve l s ,  therebv c o m m u n i c a t i n g  i ts sense o f  p r i o r i t i e s  to the G o v e r n o r  a n d  ce n t r a l  
bu dge t  s t a l l .  I he to t a l  r e qu e s t e d  in each p r i o r i t y  leve l  a s  we l l  a s  the c u m u l a t i v e  
r eques t  f o r  a l l  p r i o r i t i e s  a re  s h own  on the f o rm .  This r a n k i n g  p roce ss  as s i s t s  
agenc ie s  and  the G o v e r n o r  in r e a l i g n i ng  p r o g r am  pr io r i t i e s .  A  th i r d  f o rm  is u sed  
fo r  r e co rd in g  past  a n d  e s t im a t i n g  f u t u re  p e r f o rman c e  d a t a  f o r  the v a r i o u s  
p r i o r i t y  l eve ls .  A v a r i e t y  o f  p e r f o rmanc e  m ea s u r em en t s  ( such a s  o u t p u t ,  
e l f i c i cn cy .  a n d  e f f e c t i v en es s  measu re s )  is a s so c i a t e d  w i t h  ea ch  in c r emen t a l  
spend i ng  level ,

S t a l e  o f f i c i a l s  be l i e v e  tha t  Z B B  has a s s i s ted  th em in e v a l u a t i n g  a n d  
c o m p a r i n g  c o m p e t i n g  d e m a n d s  fo r  f u n d s  an d  fo r  d e t e rm i n i n g  the mo s t  
appr op r i a t e  leve l  o f  p r o g r am  an d  e xpend i t u r e .  Howe ve r ,  t h ey  a l so  h a ve  
en coun te r ed  a n u m b e r  o f  d i f f i c u l t i e s  such  a s  s t a l l  r e s i s t ance a n d  l ovv-qua l i ty  
s ubm i s s i o ns .  I hey l e d  these p r o b l em s  can  he o v e r c om e  a s  the i r  pe r s onne l  
be come mo r e  a c c u s t om e d  to Z B B  co nc ep t s  a nd  proces ses .

R h o d e  I s l an d
Ove r  a pe r i o d  o i  ye a r s ,  the S t a t e  has e x p a n d e d  i ts p r o g r am  b u d g e t i n g  

s ys tem,  w i th  e x t e ns i v e  mea s u r emen t s  o f  o b j e c t i v e s  and  p e r f o rmanc e .  I n J u l y  
1973. t l ie G o v e r n o r  i n s t r u c t e d  s ta te agenc ie s  to a u gm en t  the i r  p r o g r am  b u d g e t i n g  
s u bm i s s i o n s  w i th  z . c ro-bas e j u s t i f i c a t i on  o f  th e i r  r eques t s .  R a t h e r  th an  repl ace the 
new p r og r am  b u d g e t i n g  s y s t em ,  the G o v e r n o r  d e c i de d  " to  cm  b o d y  the co n ce p t  ol  
z e ro  ba se  i n to o u r  co n s i d e r a t i o n s .  I h i s wi l l  p e rm i t  u s  to c o n t i n u e  the on-go ing  
de ve lo pmen t  o f  p r o g r am  b u d g e t i n g  wh i l e  p a r t i c u l a r l y  s t r e s s i ng  the po in t  t hat  
e v e r y t h i ng  d e m a n d s  j u s t i f i c a t i o n  be fo re  a n y  d o l l a r s  a re p rov i ded . "- '

I he Z B B  f o rm s  s u pp l emen t  the r e g u l a r  b u dg e t  r e que s t s  a n d  re qu i r e  a 
p r i o r i t y  r a n k i n g  and  a n a l y t i c  j u s t i f i c a t i o n  o f  each  a c t i v i t y .  T h e  R h o d e  I s l a n d  
Budge t  D i r e c t o r  r e ga rd s  the expe r i e nc e  t hu s  f a r  a s  f a v o r a b l e  a n d  p a r t l y  
re spons i b l e  l o r  a s h i l l i n g  o f  p r i o r i t i e s  w i th in  e x i s t i n g  r esour ces .

Tennessee
C l i a p l e r  135 o l  t he  I ’ u b l i c  A c t s  o l  1975 l e q u i r e s  each  s t a te  a g en c y  to 

e s t ab l i sh  wr i t t en  go a l s  a n d  o b j e c t i v e s  t o r  each o f  its p i . i g i  am s ,  i n c l u d i n g  c r i t e r i a  
l o r  m ea s u r i n g  the p e r f o rm an c e  ach i ev ed  u n d e r  the s ta ted  go a l s  a n d  o b j e c t i v e s . ”  
I b i s  new r e qu i r em en t  w a s  i n c o rp o ra t e d  i n to  the 1970-77 b u dg e t  proce ss ,  w i t h  
agenc ie s  s u bm i t t i n g  th e i r  t r a d i t i o n a l  op e r a t i n g  b u d g e t  r e que s t s  a n d  p r o g r am  
budge t  s t a t ement s .

I l ie p r o g r am  b u dge t  s t a t emen t s  co n t a i n  seve ra l  Z B B  ch a r ac t e r i s t i c s .  S t a t e

Foreword

Th e  Na t i o n a l  A s s o c i a t i o n  o f  S t a t e  Bu dge t  O f f i c e r s  ( N A S B O ) .  in 
c o op e ra t i o n  w i t h  the Con g r e s s i o n a l  Re se a r ch  Se r v i ce  (CRS ) .  has u n d e r t a k e n  a 
su r vey  ol  zero-base b u d g e t i n g  p rac t i c e s  in s t a te  g o v e r nmen t s .  N A S B O  sent  a 
b r i e f  q u e s t i o n n a i r e  to al l  s l a t e  bu dge t  o l l i c e r s  in M a y  1976 an d  re sponse s  we re  
rece ived f rom  41 S t a t e s  a n d  the D i s t r i c t  o f  C o l u m b i a .  (A cop y  o f  the 
q u e s t i o nn a i r e  is ap pende d  to th i s  repo rt . )  C R S  ag reed  to a n a l y z e  the r esponse s  
a n d  to prepa re  a repo rt  f o r  d i s t r i b u t i o n  to N A S B O  m em b e r s  a n d  in t eres ted 
m em b e r s  a n d  c om m i t t e e s  o l  Congre s s .  1 hi s r epo r t  is ba sed  on  the s u r v e y  r e t u rn s  
a n d  is s u pp l emen t e d  w i th  a r ev i ew  o f  d o c u m e n t a r y  ma t e r i a l  c o n c e r n i n g  Z B B  in a 
n u m b e r  o f  S t a l e s .  A  p r e f a t o r y  c o m m en t  b y  N A S B O  is a l s o  i n c l u d e d .

M a n y  t h a n k s  are du e  to the m em b e r s  o f  the N A S B O  Sy s t em s .  I c c h n i q u e s  
a n d  D a t a  C omm i t t e e ,  u n d e r  the c h a i rm a n s h i p  o f  L e on a r d  D.  S ch ae f f e r  of  
I l l i no i s ,  w ho  a u t h o r i z e d  th i s  c o op e ra t i v e  s t u d y  a n d  as s i s ted in d e v e l o p i n g  the 
su r vey .  W e  a l s o  g re a t l y  appr ec i a t e  the c o op e r a t i o n  o f  the b u d g e t  o f f i c e rs  w h o  
re sponded  to the q u e s t i o n n a i r e  a nd  sent  s u p p o r t i n g  ma t e r i a l s .  O u r  spec ia l  t h a n k s  
a n d  app r ec i a t i on  go to A l l e n  S c h i c k  a n d  R o b e r t  Ke i th  o l  t he Con g r e s s i o n a l  
Resea r ch  Se r v ice  for  a n a l y z i n g  the d a t a  a n d  p repa r ing  th i s repor t  f o r  
p u b l i c a t i o n .

B r ev a r d  C r ih f i c l d  
L e x i n g t on .  K e n t u c k y  E x e c u tiv e  D ir e c tin '
Sep t emb e r  1976 T h e  C o u n c il  o f  S u ite  (io v c rn in e n i.s
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i tems ,  t h e r e b y  e n a b l i n g  s t a te  o f f i c i a l s  t o  as se s s  the e f f e c t i v e ne s s  a s so c i a t ed  w i t h  
each p r opo se d  cos t  i nc rea se .

M i s s o u r i  ha s  u sed  th i s  s y s t em  f o r  t w o  ye a r s ,  a n d  th o u g h  i t  d o e s  not  h a v e  the 
Z B B  l abe l ,  i t ha s  s ome  f e a t u r e s  o f  th a t  b u d g e t  ap p ro a ch .

M o n t a n a
A s  pa r t  o f  a new p r o g r am  p l a n n i n g  a n d  b u d g e t i n g  s y s t em ,  the S ta t e  o f  

M o n t a n a  is p i l o t-t es t ing a P r i o r i t y  B u d g e t i n g  S y s t em  in e i gh t  s t a l e  p r o g r am s .  
T h e  new b u d g e t i n g  a p p r o a c h  is m a n d a t e d  by  H o u s e  Bi l l  643, s i gned  in to  l aw  on 
Ap r i l  16. 1975. an d  is be in g  pu t  i n to  e f fe c t  f o r  the 1977-79 b i e n n i u m . |x This new 
s y s t em  c o m b i n e s  f e a t u r e s  o f  t w o  c o n t em p o r a r y  b u d g e t a r y  i n no v a t i o n s :  P PB  and  
Z B B .  T h u s  it p r o v i d e s  f o r a  p r o g r am  s t r u c t u r e ,  m u l t i y e a r  p l a n n i n g ,  an d  ou t p u t  
a n d  impa c t  mea su re s .  T h e  tes t  p r o g r am s  h a v e  been se lec ted ,  in a c co r d  w i th  
Hou s e  Bi l l  643, so as to  be  r ep r e s en t a t i v e  o f  the p r o g r am s  a n d  agenc ie s  o f  the 
s l a t e  go v e r nmen t .

T h e  P r io r i t y  B u d g e t i n g  S y s t em  u t i l i z e s  th ree  o f  the m a i n  f ea tu re s  o f  zero- 
ba se  b u dg e t i n g :  de c i s i o n  pa c k ag e s ,  a l t e r n a t i v e  c o s t  l e ve ls ,  a n d  a p r i o r i t y  l i s t ing  o f  
a l t e rn a t i v e s .  T h e  de c i s i on  pa c k ag e s  a re  d e v e l o p e d  a n d  r a n k ed  at  the a c t i v i t y  
leve l ,  ge n e r a l l y  the l owe s t  l eve l  o f  the p r o g r am  s t r u c t u r e  at w h i c h  w o r k  o u t p u t s  
have  m ea s u r a b l e  po l i c y  impa c t s .  T h i s  r a n k i n g  p roc e s s  is to be pe r f o rmed  at 
s ucc e s s i v e l y  h i gh e r  l eve ls  o f  m an a g em en t  up  to the G o v e r n o r ' s  o f f i c e  w i th  the 
p a ck ag e s  mer ge d  in to  i n c r e a s i n g l y  c om p r e h e n s i v e  l i s t ings .

Hou se  Bi l l  643 re q u i r e s  a t  leas t  t hree a l t e r n a t i v e  f u n d i n g  l eve l s  f o r  each 
p r o g r am ,  a n d  th i s  r e q u i r emen t  a l so  is he ing  ap p l i e d  to each ac t i v i t y .  Th e  f i rst 
f u n d i n g  l e ve l  — wh i c h  in the i n i t i a l  r a n k i n g  is t o  be a c c o r d e d  h i gh es t  p r i o r i t y  fo r  
the a c t i v i t y  is not  to e x ce ed  SO pe rcent  o f  the cu r r e n t  b u dg e t  leve l .  W o r k l o a d ,  
o u tp u t ,  a n d  im p a c t  d a t a  a re t o  be s u pp l i e d  f o r  each  cos t  a l t e rn a t i v e ,  a n d  each 
pac k ag e  is t o d i s p l a y  s u m m a r y  d a t a  on co s t s  a nd  re su l t s  f o r  a l t e r n a t i v e  pa ck ag e s  
m the s ame  ac t i v i t y .

It is an t i c i p a t e d  th a t  the P r io r i t y  B u d g e t i n g  S y s t em  d a t a  w i l l  he u sed  in 
p re sen t i ng  the b u dg e t  to the Le g i s l a t u r e ,  bu t  the 1977-79 e f f o r t  is t hu s  f a r  o n l y  
"an e x p e r im en t  to  d e t e rm i n e  il t h i s  p a r t i c u l a r  a p p r o a c h  to  p l a n n i n g  an d  
b u d g e t i n g  w o u l d  he mu s t  ap p r op r i a t e  in mee t i n g  S ta t e  G o v e r n m e n t ’s needs  in 
these a r ea s . ” 1'1

New  Je r sey
Z B B  w a s  l a u n c h e d  on  J u l y  22. 1974, w i th  a m e m o r a n d u m  f r om  G o v e r n o r  

B rendan  By rne  i n s t r u c t i n g  a l l  s t a t e agen c i e s  “ to q u e s t i o n  the c o n t i n u e d  need for  
e\cry p r o g r am  an d  ev e r y  a c t i v i t y  w i t h i n  ev e r y  p r o g r am  o f  o u r  S ta t e  g o v e r nmen t  
and  a s s i g n  a p r i o r i t y  r a n k i n g  to  each  s u ch  p r o g r am  an d  a c t i v i t y . ”-" The S t a t e  
a l r e a d y  w a s  u s i ng  v a r i o u s  P P B  t e c h n i q u e s  s u ch  a s  p r o g r am  ca t e go r i e s  and  
p e r l o rm an c e  m e a s u r em en t s  a n d  these we re  c o m b i n e d  w i t h  the new  Z B B  
app r o a c h .

Three b u dg e t  f o rm s  a re  u sed  f o r  s e c u r i n g  Z B B  i n f o rm a t i o n  f rom  the 
agenc i e s .  One  re q u i r e s  each ag en c y  t o  i n d i c a t e  p r o g r am  ob j e c t i v e s ,  i den t i f y



I l l i n o i s
I'he I l l i n o i s  b u d g e t  proce s s  ha s  u n d e r g o n e  f a r-reach ing changes  s ince 1969. 

b u dge t  i ng ha s  been co n v e r t e d  f r om  a b i e nn i a l  t o  an  a n n u a l  cyc l e;  the B u r e a u  o f  
the Budge t  ha s  been e s t a b l i s h e d  its t he G o v e r n o r ’s b u d g e t  agency;  the l in c- i t cm 
s che du l e s  ha ve  been r emov e d  f r o m  the a p p r o p r i a t i o n s  a nd  ma i n  b u d g e t  
d o c um en t  and  p l a c ed  in the b u dg e t  a p p e n d i x ;  a p r o g r am  bu dge t  f c c u s e d  on  
q u a n l i i a l i v e  s t a t emen t s  o f  ob j e c t i v e s  an d  p e r f o rm an c e  ha s  been im p l em en t e d ;  
a n d  a new m an a g em en t  b y  o b j e c t i v e  ( M B O )  s y s t em  has  been i n t r o d u c e d  as a 
means  o f  i d e n t i f y i n g  an d  m o n i t o r i n g  a g en c y  a n d  g u b e r n a t o r i a l  ob j e c t i v e s .  T o  
th i s  p roce s s  o f  b u d g e t  i n n o v a t i o n s ,  the S t a t e  a d o p t e d  fo r  i ts 1977 bu dge t  
p r ep a r a t i o n  a p r o c e d u r e  fo r  s epa ra t e c o n s i d e r a t i o n  o f  p r o g r am s  w i t h i n  and  
a b o v e  90 percent  o f  the c u r r e n t  b u dg e t  b a s e .1'

Th e  gu i d e l i n e s  f o r  the 1977 b u dg e t  p r o v i d e  fo r  each  ag en c y  to  r e ques t  the 
p r o g r am s  a n d  ac t i v i t i e s  to be p r opos ed  w i t h i n  90 pe rcent  o f  i ts c u r r e n t  f u n d i n g  
l evel .  P r o g r am  e x p a n s i o n s  a n d  new in i t i a t i v e s  can  be i n c l u d e d  w i t h i n  the 90- 
percent  l eve l ,  b u t  o n l y  i f  an a g en c y  d e em s  th em  o f  h i gh e r  p r i o r i t y  th an  o t h e r  
c u r r en t  ac t i v i t i e s .

P r o g r am  i n c r emen t s  a b o v e  the 90 pe rcent  l eve l  a r e  l is ted in p r i o r i t y  o rd e r .  
P r opo s a l s  to m a i n t a i n  o r  e x p a n d  e x i s t i n g  p r o g r am s  o r  to i n i t i a te  new p r o g r am s  
a re s ep a r a t e l y  i d en t i f i e d ,  t h o u g h  they  a r c  r a n k ed  in the p r i o r i t y  o r d e r d e t e rm i n e d  
by the ag enc y .  D e c i s i o n  p a c k a g e s  t ire not  f o rm a l l y  u sed  in the I l l i n o i s  ap p r o a c h ,  
bu t  the l o n n s  a r c  a r r a n g e d  so a s  to t a l l y  t he  c u m u l a t i v e  co s t  o f  each  add-on 
p roposed  a b o v e  the 90 pe rcen t  level ,  f l i c  p roce s s  w o r k s  in a m a n n e r  s im i l a r  to 
one in wh i c h  de c i s i o n  p a c k ag e s  ar c app l i ed .

M i s s o u r i
The S ta t e  ha s  a c om p r e h e n s i v e  p r o g r am  bu d g e t ,  an d  the b u d g e t  is p repa r ed  

by p r o g r am s ,  s u b-p rog r am s ,  a n d  p r o g r am  e l em en t s  w i t h i n  d e p a r tm e n t s .17 
P r o g r am  s t a t emen t s  a c c o m p a n y i n g  the r e qu e s t s  fo cu s  on the p r o b l em  to be 
so l ved ,  t he ob j e c t i v e s  o f  t he p r o g r am ,  a nd  the m e t h o d s  u sed  to a c c omp l i s h  the 
ob je c t i v e s .  Q u a n t i t a t i v e  mea su re s  o f  p r o g r am  se r v i ce  a r c  e x t e n s i v e l y  used an d  
in c l ud e  e f f e c t i v enes s  m ea su re s ,  benef i t  m ea su re s ,  a n d  v o l u m e  o f  s erv ice .

Budge t  r eque s t s  a r e d :v i d e d  i n to three ca t ego r i e s :  the m i n im u m  bu dge t ,  the 
base b u dg e t ,  a n d  p r i o r i t y  i t ems .  I'he m i n im u m  b u d g e t  ge ne r a l l y  is t he cu r r en t  
ra t e o f  e x p en d i t u r e ;  the ba se  b u dg e t  is the m i n im u m  bu dge t  p l u s  s t a n d a r d  
i n f l a t i on  f a c t o r  i n c rea se s  to a l l o w  the c u r r en t  l eve l  o f  s er v ice in the b u d g e t  year ;  
p r i o r i t y  i t ems  are i nc rea se s  r eque s t ed  a b o v e  the ba se  leve l .  P r i o r i t y  i t em s  are 
r a n k ed  at bo th  the p r o g r am  and  d e p a r tm en t a l  l e ve l s  so  th a t  the G o v e r n o r  an d  the 
Leg i s l a t u r e  ha ve  a c om p r e h e n s i v e  r a n k i n g  o f  such  i t ems .

A p r i o r i t y  i t em co n s i s t s  o f  the p a ck ag e  o f  pe rsonne l ,  op e r a t i n g ,  a n d  
e q u i pm e n t  ex pe ns e s  a s s o c i a t e d  w i th  a c h i e v in g  a h i gh e r  leve l  o f  s erv ice ,  b a c h  
reques t  f o r  a p r i o r i t y  i t em is t o be j u s t i f i e d  b y  a s i g n i f i c a n t  ch ange  in m ea su re s  o f  
s erv i ce a b o v e  the l e ve l s  t ha t  w o u l d  be a c h i e v ed  w i th  the ba se  budg e t .  T h u s ,  the 
same mea su re s  o f  s e r v i ce  are to be u sed  fo r  bo th  the ba se budge t  and  p r io r i t y

-f *  | 5 ;

Prefatory Comment

Zero-base  b u d g e t i n g  ( ZBB )  is a co nc ep t  wh i c h  has  r e cen t l y  ca p t u r e d  
c o n s i d e r a b l e  a t t e n t i o n  in f i s ca l  a n d  l eg i s l a  ive c i r c l es .  It is a t t r a c t i v e  to bu s in e s s  
a n d  g o v e r nm en t  a l i k e .  T h e  t e rm u n d o u b t e d l y  ha s  an  appe a l  to the p u b l i c  f a r  
s u rp a s s i n g  th a t  o f  o t h e r  b u d g e t  a n d  m an a g e m e n t  t e rm s  s u ch  a s  p l a n n in g ,  
p r o g r am m in g ,  o r  m an a g em en t  by  ob j e c t i v e s .  “ Ze ro-ba se” is ea sy  to p i c t u re .  T o  
the ever-su f fe r i ng t a x p a y e r ,  t he i dea  o f  s t a r t i n g  f r om  no t h i n g  l e n d s  f ue l  to the 
f e r ven t  hope  tha t  g o v e r nm e n t a l  e x p e n d i t u r e s  c a n  be cu t .

Z B B  ha s  been a r o u n d  f o r  s e ve ra l  yea r s .  Howe ve r ,  i ts i n c re a s in g  a t t r a c t i o n  to 
g o v e r nm en t a l  e x e c u t i v e s  a n d  l eg i s l a to r s  in the past  tw o  y ea r s  ca n  be a t t r i b u t e d  to 
a t  l eas t  two f ac to r s .  One  w a s  the f i s ca l  crisi- in m a n y  s t a te  a n d  l o ca l  g o v e r nm e n t s  
r e su l t i ng  f r om  the im p a c t  o f  t he s h a rp  r eces s i on o f  1974-75. A n y  rece ss i on c a u s e s  
r e t r e n chmen t  at  the s ta te- loca l  l eve l ,  b u t  t h i s  r e ce s s i on  in a d d i t i o n  t r i gge red  a 
th rea t  o f  deb t  p a ym e n t  d e f a u l t  by  N e w  f o r k  C i t y  a n d  Sta t e .  T h i s  led m a n y  
l ea d e i s  to s t ress  mo r e  th an  b e fo re  th a t  g o v e r nm e n t  r e s o u r c e s a r c  l im i t e d ,  t ha t  we  
c anno t  a f f o r d  to p r om u l g a t e  a n d  e x p a n d  a l l  d e s i r a b l e  p r o g r am s ,  a n d  tha t  cho i ce s  
have to be made .  Z B B  w a s  seen a s  a w a y  to a c c om p l i s h  th i s  cho i ce-mak ing .

A n o t h e r  f a c t o r  w a s  the c a t a p u l t i n g  i n t o  the n a t i o n a l  po l i t i c a l  s cene o f  
J im m y  Car t e r ,  a  f o rm e r  G o v e r n o r  o f  G eo r g i a ,  w h o  a s  a c a n d i d a t e  f o r  P r e s i d en t  
a n n o u n c e d  the i n t en t i on  o f  u t i l i z i n g  ze ro-base b u d g e t i n g  in the f ed e ra l  b u dg e t  
process .  T h e  Geo rg i a  Z B B  sy s t em ,  i n s t a l l e i  in 1971 d u r i n g  the G o v e r n o r ’s fi 
ye a r  in of f i ce ,  ha s  been i n s t i t u t i o n a l i z e d ,  w i th  p e r i o d i c  r e v i s i o ns ,  as  the ba.vC 
bu dg e t  s y s t em  o f  the S ta t e .  T h e  n a t i o n a l  a t t e n t i o n  n ow  b r o u g h t  to the concep t  
p r om i se s  to r e su l t  in f u r t h e r  i n s t a l l a t i o n s  i f  Z B B  o r  v a r i a t i o n s  o f  it.

L i k e  mo s t  o t h e r  p u b l i c  a d m in i s t r a  i on t e rms ,  Z B B  do e s  not  ha ve  a 
c o m m o n l y  accep ted  d e f i n i t i o n .  T h e  po p u l a r i t y  o f  t he t e rm c a us e s  i ts use in m a n y  
way s .  O t h e r s  use Z B B  a p p r o a c h e s  w i t h o u t  c a l l i n g  th em  such .  T h e  a u t h o r s  o f  t hi s 
repor t  ha ve  do n e  an  a d m i r a b l e  j o b  o f  s o r t i n g  ou t  the s ta te r esponse s  and  
re v i ew in g  b u dg e t  m a n u a l s  t o d  ■ up a c l a s s i f i c a t i o n  they  fel t  w a s  mos t  ac cu r a t e .  
S t a t e  r e sp onden t s  have  accep t ed  th i s  c l a s s i f i c a t i o n ,  e v en  t hough  in a f ew ca se s  il 
mean t  t r a n s f o rm i n g  “ ye s"  a n sw e r s  to  “ no , ” o r  v i ce ve rsa ,

T h e  p r o b l em  o f  c l a s s i f i c a t i o n  o c c u r s  be ca u se  o f  the ca t ch in e s s  o f  the t e rm.  
To r  pu rpos e s  o f  th i s  r epo r t ,  a Z B B  sy s t em  i n c l u d e s  mo r e  t h a n  the i n t ent  to 
a n a l y z e  p r o g r am s  f r o m  the g r o u n d  up;  it a l so  i n c l u d e s  ce r t a i n  t r app in g s  su ch  as 
d i v i d i n g  a g en c y  ac t i v i t i e s  i n t o  “ de c i s i on  pa c k ag e s "  a n d  “ p r i o r i t y  r a n k in g s . "  T h e  
t r app ings ,  howev e r ,  c a n  o b s c u r e  a c c om p l i s hm e n t  ( the “ t r i um p h  o f  t e ch n i qu e  
ov e r  pu rpose" ) .  G o o d  p r o g r am  an a l y s i s  in a n y  b u d g e t  s y s t em  w i l l  a sk  w ha t
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happens  i f  the p r o g r am  were r e du ced  in si/e o r  a b o l i s h e d ,  no ma t t e r  wha t  the 
name o l  t he s ys t em .

T h e  sp read  in s t a te  g o v e r nmen t  o f  Z B B  o r  i ts  v a r i a t i o n s  is a n o t h e r  i n d i c a t i o n  
ol  the c o n t i n u a l  s ea r ch  fo r  im p r o v e d  b u d g e t a r y  p r oc ed u re s .  Z B B  is the cu r r en t  
f a sh i on ,  a l t h o u g h  tw o  p roces ses  re l a t ed to an d  s om e t im e s  t ied to b u d g e t i n g — 
M an a g e m en t  by  O b j e c t i v e s  ( M B O )  a n d  e v a l u a t i o n  o f  p r o g r am  e f f e c t i v e ne s s— 
a t e  in s t r o n g  c o n t e n t i o n .  Pa s t  m o v em e n t s— p r o g r am  bu d g e t i n g ,  p e r f o rmanc e  
b u dg e t i n g ,  p l a n n i n g ,  p r o g r am  a n d  b u d g e t i n g  s y s t em s  ( P P B S ) — have  c ome ,  
m ad e  t h e i r  m a r k ,  a n d  h a ve  r e t rea t ed  to  the r ea r  o f  t he stage.

No t e ,  h owev e r ,  t h a t  t hey  a r e  s t i l l  on  the s tage .  N ew  app ro a c h e s  to imp r o v e d  
b u dge t  a n a l y s i s  a n d  de c i s i o n-mak i n g  have  u s u a l l y  been he ra l d ed  w i th  f an f a re ,  
r e su l t ed  i n r ede s i gn  o f  f o rm s  a n d  in s t r u c t i o n s ,  a n d  f r e qu en t l y  c h o k e d  in an 
e n ta ng l emen t  o f  p a p e rw o r k .  S u r v i v i n g  th i s  c o l l a p se  a re  those e l em en t s  o f  the new 
a pp r o a c h  wh i ch  p r ov e  to be mo s t  u s e f u l  in the l o n g  run  T h u s  the cu r r e n t  
empha s i s  on  s o u n d  a n a l y s i s  a n d  p r o g r am  ef f e c t i v enes s  e v a l u a t i o n  has  g r own  at 
least  in pa rt  f r om  P P B S .  By the same  to ken .  Z B B  s ome t im e s  s ta r t s  t oo 
am b i t i o u s l y ,  an d  s u r v i v e s  in mo r e  mod e s t  f o rm  a s  the s t r on g  e l emen t s  o f  the 
s y s t em a r c  a d ap t e d  to  po l i t i c a l ,  f i sca l ,  a n d  m a n p o w e r  rea l i t ies .

I n d e e d ,  t h i s  t r a n s f o rm a t i o n  is a l r e a d y  u n d e r  w a y ;  fo r  i n s t ance ,  s ome S ta t e s  
a p p l y  the  t e c h n i q u e  no t  to ze ro  b u t  to e v e r y t h i n g  a b o v e  80 o r  90 pe rcent .  In 
a d d i t i o n .  S t a t e s  a l r e a d y  u t i l i z i n g  s oph i s t i c a t ed  t e c h n i q u e s  o f  b u dg e t  a n a l y s i s  a r c  
a d a p t i n g  s ome  a spe c t s  o f  Z B B  to  a u gm e n t  the i r  p resent  s ys t ems .  F u r t h e rm o r e ,  
n o b o d y  r e a l l y  goes  to  ze ro  on ev e r y t h i n g .  A l l  S t a t e s  have  s a c i o s a n c t  spec ia l  
f und s ,  p r o g r am s ,  o r  agen c i e s  h a v i n g  c o n s t i t u t i o n a l  p r o t ec t i o n  a g a i n s t  w h i c h  the 
ze ro a p p r o a c h  w o u l d  be a was t e  o f  l im e .  P r o g r am s  su ch  a s  s t a te  a i d to l oca l  
g o v e r nm e n t s  a nd  p u b l i c  s c hoo l s  are f u n d e d  a c c o r d i n g  to s t a t u t o r y  f o rm u l a s  an d  
a r e  not  u s u a l l y  s u s c ep t i b l e  to  the  ze ro  app r o a c h .  M a n y  o f  these l im i t a t i o n s  on 
“ pu re"  Z B B  are  r e co gn i ze d  a n d  no ted  in th i s  r epor t .

W e  ca n  expe c t ,  then ,  t ha t  t he S t a t e s  in a p p l y i n g  Z B B  co nc ep t s  to the i r 
bu dge t  s y s t em s  w i l l  s o on e r  o r  l a t e r  i n s t i t u t i o n a l i z e  the mo s t  u s ab l e  segmen t s  o f  
t h i s  a p p r o a c h ,  i n t e g r a t i n g  th em  w i th  the s t r o n g  f ea tu re s  o f  the i r  c u r r e n t  s y s t ems .  
In th i s  m a n n e r  Z B B  w i l l  be a d d e d  to the m a n y  a pp r o a c h e s  to b u d g e t h  g  and  
m an a g emen t  wh i c h  ha ve  been d e v e l o p e d  in the past  a n d  w i l l  be d e ve lo p ed  in the 
f u t u re  in the c o n t i n u i n g  qu es t  f o r  g r ea t e r  r a t i o n a l i t y  in a n d  u n d e r s t a n d i n g  o f  the 
budge t  p roces s .

( i e o r g e  A ,  Bel l  
E x e c u tiv e  D ir e c to r  
N a t io n a l A s s m  ia t io n  o f  
S ta te  H n d u c t O ffice rs

On  S e p t em b e r  28. a f ew wee k s  
p r i o r  to  p u b l i c a t i o n  o f  th i s r epo r t .  D r .  Be l l  d i ed .
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m a k i n g  s y s t e m . "  On  M a r c h  15. 1971. G o v e r n o r  J im m y  C a r t e r  i n s t r u c t e d  s t a l e  
agen c i e s  to ut i l i/o /ero-base b u d g e t i n g  in th e i r  p r e p a r a t i o n  o f  f i s ca l  y ea r  1973 
budg e t  r eques t s .  D e t a i l e d  b u dg e t  i n s t r u c t i o n s  we re  s u b s e q u e n t l y  i s sued  fo r  thi s  
pu rpo se .  Th e  Z B B  sy s t em has  been m od i f i e d  s l i g h t l y  s i nce  i ts i n t r o d u c t i o n ,  b u t  i ts 
ba s i c  f e a t u r e s  ha ve  r em a i n e d  i n t ac t .

D e c i s i o n  p a ck ag e s  a re  p r epa re d  fo r  i n c r em en t a l  l eve l s  o f  e f f o r t  f o r  each  
f u n c t i o n .  ( I n  G eo r g i a ,  t he f u n c t i o n  is the l owes t  p r o g r am  leve l  a t  w h i c h  a b u dg e t  
e s t im a te  is p r epa red .  F u n c t i o n a l  p a c k a g e s  are a g g r e g a te d  i n t o  ac t i v i t i e s ;  
a c t i v i t i e s  a re a g g r e ga te d  i n t o  d e p a r tm e n t  s um m a r i e s . )  W i t h i n  e a ch  f u n c t i o n ,  
s epa ra t e  de c i s i on  p a c k ag e s  a re p repa re d  fo r  d i f f e r e n t  l e ve l s  o f  e f f o r t ,  w i th  l ine- 
i t em de ta i l  a n d  p e r f o rm an c e  m ea s u r em en t s  p re s en ted  f o r  each  pa c k ag e .  T h e r e  
a r e  three i n c r emen t a l  leve l s .  ( I )  T h e  m i n im u m  l eve l  is the l e ve l  o f  e f f o r t ,  
exp r e s se d  in t e rm s  o f  s e r v i ce  a n d  cos t ,  b e lo w  wh i c h  it is no t  r ea l i s t i c  o r  f ea s i b l e  to 
ope ra t e  the f u n c t i o n  at  a l l .  A l t h o u g h  no pe r c en t ag e  l im i t a t i o n  is im po s e d ,  the 
m i n im u m  l eve l  is ex pe c t e d  to be b e lo w  the c u r r e n t  f u n d i n g  l eve l .  I n the de c i s i o n  
p a c k ag e  f o r  a m i n im a l  l eve l ,  t he a g en c y  e x p l a i n s  the e f f e c t s  o f  t e rm i n a t i n g  the 
e x i s t i n g  ser v ice tha t  is e x c l u d e d  at t h i s  l eve l .  (2) T h e  c u r r e n t  l eve l  de c i s i on  
p a ck ag e  g e n e r a l l y  is an  e s t im a te  o f  the  nex t  y e a r ’s co s t  ( a d j u s t e d  fo r  w a g e  and  
pr ice i ncrea se s)  o f  p r o v i d i n g  the c u r r e n t  l eve l  o f  s e rv i ce .  A n  a g en c y  m a y  inc l u d e  
p r opo s a l s  t o  dec rea se the l eve l  o f  s e rv i ce  in th i s  pa c k a g e .  (3) A  d e c i s i o n  p a c k ag e  
f o r  new o r  im p r o v e d  p r o g r am s  mu s t  be q u a n t i f i e d  a n d  e x p l a i n e d  in t e rm s  o f  
s endee  a n d  cost .

E a c h  dec i s i on  p a c k a g e  is f o rm a t t e d  t o  s h ow  c u m u l a t i v e  co s t s  a s  a pe r cen tag e  
o f  c u r r e n t  f u n d i n g  a n d  to  p e rm i t  i ts p r i o r i t y  r a n k i n g  b y  a c t i v i t y .  A f t e r  they  h a ve  
been r a n k ed  b y  a c t i v i t y ,  t he d e c i s i o n  pa c k ag e s  a re  r a n k e d  b y  d e p a r tm e n t  s o  a s  to  
p r ov i d e  a  c om p r e h e n s i v e  set o f  p r i o r i t i e s  f o r  a l l  f u n c t i o n a l  p a c k a g e s  in each 
d e p a r tm e n t ’s b u dg e t  r eques t .

I d a h o
The S t a t e ’s b u d g e t  s y s t em has  been reca s t  i n r ecent  y ea r s  i n t o  one  w h i c h  is 

h ea v i l y  g r o u n d e d  on  p r o g r am  an d  p e r f o rm an c e  da ta . '• 'The s y s t em  ha s  tw o  ZBB-  
t yp e  f ea ture s .  T h o u g h  o n l y  a sm a l l  f r a c t i o n  o f  s t a l e  p r o g r am s  a re ze ro-based ,  the 
b u d g e t  r e que s t s  o f  ti l l  s t a l e  agenc i e s  a r c  s t r i u  t u r e d  i n to  de c i s i o n  un i t s  wh i c h  are 
r a n k ed  by  pr i o r i t y .

N o  co n s t r a i n t s  a re  im po s e d  on the de c i s i o n  un i t s  r e que s t e d  b y  ag en c i e s  so 
that ,  excep t  fo r  c ap i t a l  o u t l a y ,  one- t ime ex pe ns e s ,  a r d  p r o g r am s  se l ec t ed for  
ze ro-base r e v i ew ,  the b u d g e t  ac cep t s  the c u r r e n t  l eve l  a s  a base .  A b o v e  the b u d g e t  
base ,  de c i s i o n  un i t s  a r e l i s t ed in o r d e r  o f  p r i o r i t y  u n t i l  the f u l l  b u d g e t  r eques t  is 
r eached .  T h e  f i na l  d e c i s i o n  un i t  is t he  s um  o f  the c u r r e n t  b u d g e t  l e v l  an d  an y  
a d d i t i o n a l  de c i s i on  un i t s .  T h e  b u d g e t  i n s t r u c t i o n s  fo r  f i s ca l  y e a r  1978 ca l l  on  s ta te 
agenc i e s  to  s t r en g th en  the r e l a t i o n sh ip  b e tw e en  spec i f i c  d e c i s i o n  un i t s  an d  
spec i f i c  p e T o rm an c e  measu re s .

A c c o r d i n g  to the S t a t e ’s b u dg e t  d i v i s i o n ,  Z B B  w a s  ap p l i e d  to a p p r o x im a t e l y  
5 percent  o f  last  y e a r ’s b u d g e t ,  a n d  it hop: . ;  to i nc rea se  th i s  t o 20 pe rc en t  p e r y e a r ,  
w i t h  ea ch  p r o g r am  b e i n g  su b j e c t e d  to  a ze ro-base  r e v i ew  eve ry  f i v e  year s .

„ y... ' ;i«. v 7- • SrN-Ohf difS:. :



'•  • -  t&LfcJs

20

im p r o v em en t s  in i t s  ba se l eve l .  Howe ve r ,  be ca u se  the ba se  l eve l  is mo s t  l i k e l y  to 
be f u n d e d ,  an ag en c y  is a d v i s e d  to  i n c l u d e  i t s  mo s t  c r i t i c a l  p r o g r am s  o r  se r v i ce s  in 
i l .

The b u dg e t  f o rm s  can  a c c o m m o d a t e  th ree  p r i o r i t y  r a n k i n g s  in a d d i t i o n  to 
the base-l eve l  r eques t .  Bu t  an  ag en c y  need no t  s u bm i t  a n y  p r i o r i t y  r eque s t s  o r  it 
c an m a k e  as m a n y  a s  11 su ch  reques t s  w i t h i n  a p a r t i c u l a r  cos t  ce n t e r— the l owes t  
leve l  at  w h i c h  p r i o r i t y  r a n k i n g s  are mad e .  H ow e v e r ,  each  p r i o r i t y  l eve l  ha s  to be 
s ep a ra t e l y  j u s t i f i e d .

T h e  new P r io r i t y  B u d g e t i n g  S y s t em  c u r r e n t l y  is u n d e r g o . n g  i ts f i r s t  
im p l em e n t a t i o n  so tha t  it is t oo  ea r l y  to r e po r t  a n y  e xpe r i en ce  w i t h  it. H owe ve r ,  
A r k a n s a s  is one  o f  the f ew S t a t e s  w i th  t h i s  t ype o f  b u d g e t  s y s t em to use it f o r  bo th  
e x e c u t i v e  an d  l eg i s l a t i v e  r e v i ew .  Th e  P B S  d o c u m e n t s  a re  to be used b y  the 
L e g i s l a t i v e ’ C o u n c i l  in i ts b u d g e t  he a r i n g s  s c h e d u l e d  d u r i n g  O c t o b e r  1976.

C a l i f o r n i a
T h e  p r og r am  b u d g e t i n g  s y s t em  o f  C a l i f o r n i a  focu se s  on  p r op os e d  c h anges  

in the b u d g e t . 11 T h r o u g h  the a n a l y s i s  o f  Bu dg e t  C h a n g e  P r o p o s a l s  (BCP) ,  s t a l e  
agenc i e s  an d  the D e p a r tm e n t  o f  F i n a n c e  se l e c t i v e l y  c o n s i d e r  the cos t  and  
e f f e c t i v enes s  o f  po s s i b l e  a l t e r n a t i v e s  to  c u r r e n t  p r o g r am  l eve l s .  T h i s  s e l e c t i ve  
a p p r o a c h  now  is u sed  fo r  the zero-base a n a l y s i s  o f  p r o g r am s  a d j u d g e d  to  be mo s t  
in need o f  t h o r o u g h  rev i ew.

Three pa t t e rn s  f o r  a p p l y i n g  ze ro-base b u d g e t i n g  ha ve  been  d e v e l o p e d  in 
C a l i f o r n i a .  F i r s t ,  the D e p a r tm en t  o f  F i n a n c e  r e c o m m en d s  a z e ro  l e ve l  o f  f u n d i n g  
to r  the ba se l i ne  b u dg e t  p l a n n i n g  e s t im a te s  i s sued  fo r  p a r t i c u l a r  p r o g r am s .  
P r o g r am  m an a g e r s  an d  d e p a r tm en t  h e ad s  then  a re r e q u i r e d  to  j u s t i f y  in de t a i l  
v a r i o u s  l eve l s  o f  t he p r o g r am ,  s t a r t i n g  at  t he ba s i c  p r o g r am  l eve l  a n d  then a d d i n g  
o t he r  f ea tu re s  a n d  l e ve l s  o f  o p e r a t i o n .  A  d e p a r tm en t  m a y  p repa r e  a s  m a n y  
Budge t  Ch a ng e  P r opo s a l s  a s  ne ce s sa r y  to  a d j u s t  t he o r i g i n a l  l eve l  (in th i s  case 
zero) to tha t  wh i c h  it c o n s i d e r s  ap p rop r i a t e .  Th e  m a j o r  b u r d e n  o f  a n a l y s i s  is on 
the d e p a r tm en t  to s h ow  th a t  the  p r o g r am  s h o u l d  be f u n d e d  at a b o v e  ze ro  leve l .

A  second  a p p r o a c h  is f o r  the D e p a r tm en t  o f  F i n a n c e  to d e v e l o p  nega t i v e  
B udge t  Ch a ng e  P r opo sa l s ,  t h a t  is, a p r opo sa l  t o set the b u dg e t  b e l ow  the cu r r en t  
level .  A  fo rm a l  nega t i v e  B C P  is p repa r ed  by  the D e p a r tm en t  o f  F i n a n c e ,  a nd  the 
d ep a r tm en t  op e r a t i n g  the p r o g r am  is g i ve n  an  o p p o r t u n i t y  to  p r o v i d e  a n a l y t i c  
su ppo r t  f o r  the op t i o n  n f a vo r s .  The t h i r d  a p p r o a c h  is i n i t i a t e d  b y  d e p a r tm en t a l  
p r op o s a l s  f o r  p r o g r am  e l im i n a t i o n s ,  r e d u c t i o n s ,  t r ade-o l l s ,  a n d  r ed i r e c t i ons .  
I l icse a re as se ssed in BC P  d o c umen t s .

In a l l  t hree t ypes  o f  ze ro-base r ev i ew ,  a dec i s i o n  m em o  is u sed  to b r i n g  the 
i ssue s in the Bu dge t  C h a n g e  P r opo s a l s  i n to  an  a g end a  f o r  f o rm a l  b u dg e t  
hear ing s .  A l t e r  the hea r i ng s ,  ba se l i ne b u d g e t  p l a n n i n g  e s t im a te s  a re a d j u s t e d  (i f 
a ppr op r i a t e )  to the new  l eve l  wh i c h  then b e come s  the ba s i s  f o r  the p r e s en ta t i o n  in 
the  ̂i n v en t o r ' s  b u dg e t .

Geo rg i a
Geo rg i a  is g e ne r a l l y  r e ga rd e d  as the f i rst  S t a t e  to a d op t  Z B B  as  i ts budge l-

Introduction

The  ma i n  pu rp o se  ol  t h i s  repor t  is to assess  the ex t en t  to  wh i ch  Z B B  
prac t i ce s  have  been app l i ed  in the S ta t e s ,  not  to appr a i s e  c i t he r  the 
w o r l h w h i l e n e s s  o f  these prac t i c e s  o r  the i r  impa c t s  on  b u d g e t a r y  o u t c ome s .  Th e  
l im i t ed  d a t a  c o n t a i n e d  in the s u r v ey  does  not  pe rm i t  t h i s  a n a l y s i s  to go b e y o n d  
the f o rm a l  p r o c ed u r e s  o f  b u d g e t i n g .  On-the-scene o b s e r v a t i o n s  o f  b u d g e t a r y  
prac t i ce s  w o u l d  be r e qu i r ed  be fo re  an  e v a l u a t i o n  ca n  be c o n d u c t e d  o f  ZB B ' s  
ef f ec t i venes s .  Ve t  there is s ome  v a l u e  in mer e l y  r e co rd i n g  s ta tc-by-state use o f  
Z B B  proc edu re s .  A l t h o u g h  there has been m u c h  t a l k  a b o u t  Z B B  in recent  yea r s ,  
no one  se ems  to be su re  whe th e r  it has sp read  to mo r e  th an  a . handfu l  o f  S t a t e s .

A second  pu rp o se  is to p r o v i d e  b a c k g r o u n d  in f o rm a t i o n  fo r  C ong re s s  in i ts 
c o n s i d e ra t i o n  o f  l e g i s l a t i on  to i n t r o d u c e  ZBB- typ e  p r ac t i c e s  in the f ede ra l  
g o v e r nmen t .  D u r i n g  the 94th Cong re s s ,  c o n s i d e r a b l e  a t t e n t i o n  has  been g i v en  to 
v a r i o u s  f o rm s  o f  S uns e t  a n d  Z B B  l eg i s l a t i on .  C on g r e s s  can benef i t  f ron t  an 
aw a re n e s s  ol  s t a l e  i n n o v a t i o n s  in th i s  area .

Z B B  is an a t t emp t  to  c om e  to g r ip s  w i th  l im i t a t i o n s  on  s t a te  re sou rce s .  A s  
e x p l a i n e d  by  N ew  Je r sey  S t a t e  T r e a s u r e r  R i c h a r d  C .  Leone ,  in t e s t im on y  on  w h y  
his S t a t e  hits t u r n e d  to zero-base b u dg e t i n g ,

the qu e s t i o n  is h ow  ca n  we deni  w i th  the i nc re a s in g  co s t s  o f  
g o v e r nmen t  p r o g r am s ,  g i ve n  the l im i t s  on a v a i l a b l e  r e so u r c e s  . . .  I 
t h i n k  we are ,  at  leas t  f o r  the presen t ,  a p p r o a c h i n g  the l im i t s  o f  the 
pub l i c ' s  w i l l  to see a l a r g e r  a nd  l a rg e r  sha re  o f  n a t i o n a l  i n c ome  spent  
in the p u b l i c  s ec tor .

l l  s eems  c l e a r  tha t  at  a l l  l eve l s  o l  g o v e r nmen t  cu r r en t  bu dg e t i n g  
p r o c e du re s  ha ve  do r" '  l i t t l e  to he lp dec i s i on  m a k e r s  de a l  w i th  the 
s ou r ce s  o f  these p r o b ' em s .1



1. Criteria for ZBB Practices

A  n u m b e r  o l  d i f f i c u l t i e s  c omp l i c a t e  a n y  a t t emp t  to d e t e rm i n e  the ex t en t  to 
w h i c h  Z B B  prac t i c es  are app l i e d  in the S ta t e s .  F o r  one th ing ,  e v e r y  bu dge t  
proces s  ha s  the po te n t i a l  f o r  r e v i ew in g  a l l  p r o g r am s  f rom  po in t  ze ro  no t  j u s t  
i n c r emen t a l  r eques t s  even when no spec ia l  Z B B  t ec hn i qu e s  are  u sed .  F r o m  
t ime to t ime ,  ev e r y  S t a t e  ha s  r e v i ew ed  s ome o f  i ts p r o g r am s  f rom  top  to b o t t om  as 
par t  ol  i ts r e g u l a r  b u d g e t  proces s .  T h u s ,  on e  b u d g e t  d i r e c t o r  argue'- m hi s 
r esponse th a t  be cau se  “ an y  to t a l  r e v i ew o f  a b u d g e t  is f o r  the prec i se pu rp os e  ol  
r e v i ew in g  leve l s ,  needs ,  a n d  p r o g r am  e f f ec t i v enes s  o f  a II p r o g r am s , "  h i s S t a t e  ha s  
a Z B B  sy s t em even  t h o u g h  it d o es  no t  ha ve  spec i f i c  Z B B  me t ho ds .

W i t h o u t  d i s p u t i n g  the mer i t s  o f  t h i s  po s i t i o n ,  il s eems  a pp rop r i a t e  l o r  
pu rpo se s  of  th i s  s t u d y  to r ese rve the d e s i g n a t i o n  o f  Z B B  to spec ia l  b u d g e t  
prac t i ces  a n d  l o e x c l u d e  gene ra l  b u dg e t  p r o c e du re s  f rom  i ts s cope.  T h i s  a p p r o a c h  
en ab l e s  us to i d en t i f y  the S t a l e s  wh i ch  have  de v i s e d  spec i f i c  Z B B  me t h o d s  to 
repl ace o r  s upp l emen t  r e g u l a r  b u dg e t  r e v i ew p roc edu re s .

A  second  p r o b l em  is t h a t  a f ew S t a l e s  h a v e  a n n o u n c e d  t he i r  i n t en t i on  to 
zero-base the i r  b u dg e t s ,  bu t  they  ha ve  not  f o l l ow e d  u p  w i th  any  conc r e t e  changes  
in the i r  budge t  p rac t i ce s .  Whe r e  th i s  is the ca se ,  the o b j e c t i v e  m i gh t  be to s t i r  
agenc i e s  to c o n d u c t  a mo r e  t h o r o u g h  rev i ew ol  t he i r  e x i s t i n g  p r o g r am s  than  
migh t  be r o u t i n e l y  u n d e r t a k e n .  Desp i t e  the s t r a t eg i c  v a l u e  o l  e m b r a c i n g  the Z B B  
labe l ,  i he  de f i n i t i o n  app l i ed  in th i s  repor t  r e qu i r e s  that  the in t ent  he rea l i zed 
th ro ugh  spec i l i c  Z B B  prac t i ce s .

\ th i r d  d i f f i c u l t y  de r i v e s  f rom  the fact  t ha t  s ome  S ta t e s  ha\e fo rm e d  the i r 
v i ews  a b o u t  Z B B  I r om  a l a m o u s a r i i c l e  wr i t t en  by  A a r o n  W i l d a v s k y  a n d  A r t h u r  
l l a m m a n n  a lm o s t  a d o z e n  y ea r s  ago.-’ I he t w o  a u t h o r s  d e s c r i b e d  and  ra t ed  a s  a 
D i l u t e  an  a t t emp t  by the U .S .  D ep a r tm en t  o l  A g r i c u l t u r e  to ze ro-base i ts  b u dg e t  
b u  the l%4 I isea 1 year .  W h a t e v e r  the c o n c e p t u a l  a f f i n i t i e s  o l  t he e a r l i e r  an d  the 
present e l l or t . i .  t hey  share lew p rac t i c a l  s im i l a r i t i e s .  I ’he D epa r tm en t  ol  
A g r i c u l t u r e  d i d  not  app l y  mix spec ia l  t e c hn iqu e s :  a n d  th o u g h  a grea t  de a l  ol  
a d d i t i o n a l  e l l o r t  w as  e xpende d  in boha l l  o f ' ZBB .  none  o f  the d i s t i n c t i v e  m e t h o d s  
a s so c i a t ed  w i th  cu r r en t  / B B  ac t i v i t i e s  were present .

•\ l o i u t h  c om p l i c a t i o n  is that  a l i t e r a l ,  ac ro ss-the-board ze ro-base r ev i ew ol  
a l l  s ta te p r o g r am s  s im p l y  is not  po s s i b l e  in an a n n u a l  o r  b i en n i a l  bu dge t  cyc l e .
I ven when a Sta te  e s t a b l i sh e s  a comp r eh en s i v e  Z B B  sy s t em ,  d e c i s i o n m a k e i s  are 
l ikely to co nc en t r a t e  on  on l y  a sma l l  n u m b e r  o f  i s sue s  a n d  p r o g r am s .  I l ius in 
( i co r g i a .  a c c o r d i n g  to  I ’e t er  I ’ yh r r .  t he G o  c r n o r  “c o n c en t r a t e d  his t ime  on  
t e v t ew ing  po l i c y  q u e s t i o n s ,  m a j o r  i ncrea se s a n d  de c r ea s e s  in e x i s t i n g  p m g i a m s .

7. ZBB Methods in Selected States

A s  a l r e a d y  no ted .  Z B B  ha s  v a r i o u s  mean i n g s  an d  ap p l i c a t i o n s .  T h i s  part  o f  
t he r epo r t  de s c r i b e s  the Z B B  app r o a c h e s  o f  the S t a l e s  wh i ch  s u bm i t t e d  Z B B  
d o c u m e n t s  ( b u d g e t  i n s t r u c t i o n s ,  f o rms ,  m an u a l s ,  etc. ) a l o n g  w i t h  the i r  s u r v e y  
r esponses .  T h e  de s c r i p t i o n s  o f f e r ed  here are de r i v e d  f r om  these d o c um e n t s  and  
they  d e a l  o n l y  w i th  the f o rm a l  a spe c t s  o f  ze ro-base b u d g e t i n g .  T h e y  d o  no t  assess  
the im pa c t  o f  Z B B  on  b u d g e t  o u t c om e s  o r  the ex t en t  to w h i c h  the me t ho d s  ha ve  
been u sed  i n p rac t i c e .

Arkansas
In F e b r u a r y  1976. the G o v e r n o r  i n t r o d u c e d  a new P r io r i t y  B u d g e t i n g  

S y s t em  ( PBS )  m  be u sed  fo r  the 1977-79 b i e n n i u m .11 This s y s t em ,  a l o n g  w i th  new 
b u dg e t  f o rm s  a n d  i n s t r u c t i o n s ,  w a s  s u b s e q u e n t l y  a p p r o v e d  b y  the A r k a n s a s  
Le g i s l a t i v e  Co u n c i l .  P BS  is t o ser ve as  the ma i n  s y s t em  f o r  p r ep a r in g  the bu dg e t  
a n d  p r e s en t i n g  it t o the S t a t e  L eg i s l a t u re .  A l l  e x e c u t i v e  b r a n c h  agenc i e s  (o the r 
than  e l ec t i v e  o f f i c e s  a n d  the H i g h w a y  I ) e p a r tm c n t ) a r e  co ve r ed  b y  it. PBS  re ta ins  
t i ie l ine-i l em d a t a  r e q u i r em en t s  hu t  a d d s  p r o g r am  pr i o r i t y  r a n k in g s  to agen cy  
b u dg e t  s u bm i s s i o n s .

B udge t  r eque s t s  u n d e r  the n ew  sy s t em arc to be d i v i d e d  i n to  th ree  c a t e g o r i c1"
( I ) the Ih im ' le v e l wh i c h  (w i th  s ome  ex cep t i o ns )  c a n n o t  exceed  90 pe rcent  o f  the 
cu r r en t  f i s ca l  y e a r ’s b u d g e t  leve l ;  (2) P r io r i t y  I w h i c h  toge the r  w i t h  the base leve l  
ca nno t  ex ce ed  101 pe rcent  o f  t he c u r r e n t  b u dg e t  l e ve l ;1- and  (3) P r io r i t i e s  2-1 I 
wh i ch  a re  to i n c l u d e  a n y  o t h e r  r eques t  not  i n c l u d e d  in the f i r s t  t w o  ca tegor i es .  
A ge n c i e s  mu s t  r ank  t h e i r  r eque s t s  in a d e s c e n d in g  o r d e r  o f  p r i o r i t y  Base Leve l ,  
P r i o r i t y  I .  P r i o r i t y  2. P r i o r i t y  3. etc.  E a ch  o f  these r eque s t s  m u s t  c o n t a i n  i ts ow n  
j u s t i f i c a t i o n  a n d  m u s t  be b u d g e te d  a s  a who l e  un i t  c o n t a i n i n g  a l l  o f  the cos t s  
nece s sa r y  fo r  o p e r a t i n g  the un i t  a t  t he r eq ue s t e d  p r i o r i t y  leve l .  L o r  e x am p le ,  a 
r eques t  f o r a  P r i o r i t y  3 p r o g r am  is t o he co n s i d e re d  a s  a w h o l e  a n d  i ts j u s t i f i c a t i o n  
a n d  co n t en t s  t he re fo re  m u s t  he i n de penden t  o f  the r e que s t  f o r  a n y  o t he r  p r i o r i t y  
l evel .

I he three ca t e go r i e s  d o  not  a p p l y  to s ta te a i d  to s choo l s ,  c i t i es ,  c o un t i e s ,  o r  
c h a i i t i i b l e  i n s t i t u t i o n s ,  o r  l o  ca p i t a l  e x p e n d i t u r e s  a n d  s ome  m i n o r  f i x ed  
expe nd i t u r e s .

A n  a g en c y  ha s  d i s c r e t i o n  in d e c i d i n g  w h a t  to i n c l u d e  in i ts ba se l eve l  r equest  
a nd  h ow  to r ank  i ts o t h e r  p r i o r i t i e s  W i t h  the ba se leve l  set at no  mo r e  t han  90 
percent  ol  the c u r r e n t  b u d g e t ,  an  ag en c y  m a y  op t  to r e duc e  the l eve l  o f  a l l  o f  its 
p r o g r am s  o r  l o  e l im i n a t e  l ow-leve l  p r o g r am s  o r  to  a l t e r  e x i s t i n g  p r o g r am s  o r  
m e t h o d s  o f  de l i v e r y .  It a l so  ha s  the op t i o n  to p r op os e  p r o g r am  e x p a n s i o n s  a n d
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mean s  o l  e v a l u a t i n g  the l eve l s  o f  e f f o r t  p r opos ed  l o r  a l t e r n a t i v e  d e c i s i on  
pack age s .  A l t h o u g h  G eo r g i a  w a s  the f i r s t  to im p l em en t  Z B B .  i ts m o s t  recent  
m o d i f i c a t i o n s  a re i n t e n d ed  to im p r o v e  the r e po r t i n g  an d  use o f  su ch  measu r e s .  
I he l ates t  b u d g e t  i n s t r u c t i o n s  r e qu i r e  each a g en c y  to “ s u b m i t  a l i s t  o f  
e f f e c t i v enes s ,  w o r k l o a d  a n d  e f f i c i enc y  mea su re s  fo r  each f u n c t i o n  p r i o r  to 
p r ep a r a t i o n  o f  the b u d g e t . "  T h e  a m o u n t  and  t ype o f  p r o g r am  and  p e r f o rman c e  
da t a  d e v e l o p e d  in the Texas  s y s t em  seem t o  be a lm o s t  c o m p a r a b l e  to those in ful l- 
f l e dge d  p r o g r am  bu d g e t  S t a t e s .  T h e r e  is less em ph a s i s  on  f o rm a l  p l a n n i n g  a n d  
a n a l y s i s  in the Z B B  S ta t e s  a n d  mo r e  on  l i n k i n g  p r o g r am  and  p e r f o rman c e  to 
spec i f i c  l e ve l s  o f  co s t .

new p r o g r am s  and  c ap i t a l  e x p en d i t u r e s ,  an d  a few pa c k ag e s  a n d  ra n k in g s  w here 
there appe a r ed  to he p r o b l em s . " '  T h i s  s e l e c t i ve  a t t e n t i o n  is nece s sa r y  be cause  
Geo rg i a  had a p p r o x im a t e l y  10.1)00 de c i s i on  p a ck ag e s .  Yet  b y  a n y  r e a s on ab l e  
s t a n d a r d .  G eo rg i a  a n d  o t h e r  S t a l e s  have v i a b l e  Z B B  s y s t em s  even  t h o u g h  they  do  
no t  a l w a y s  c o n f o rm  to the l i t e r a l  c r i t e r i on .

f  i n a l l y .  Z B B  m e t h o d s  v a r y  am o n g  the S t a t e s  th a t  h a ve  a p p l i e d  i l .  so tha t  
there is not  a c o m m o n  co re  o f  p r ac t i c e s  wh i c h  a l l  Z B B  S t a t e s  share .  Pe rhaps  al l  
use s om e  f o rm  o f  p r i o r i t y  r a n k i n g  o f  b u d g e t  r eques t s ,  bu t  s ome use de c i s i on  
p a c k ag e s  wh i l e  o t h e r s  d o  not .  S o m e  d i v i d e  t he i r  b u d g e t s  i n to  i n c r emen t a l  un i t s  
wh i l e  o the r s  me r e l y  h a v e  m e t h o d s  fo r  e x a m i n i n g  the r eques t s  at b e low  the base .  
The d e f i n i t i o n  o l Z B B  used in the q u e s t i o n n a i r e  r e fe r r ed  l o  “a p r i o r i t y  r a n k i n g  o f  
a l l  p r o g r am s  a n d  a c t i v i t i e s  in s uc c e s s i v e l y  i n c r e a s i n g  le ve l s  o f  p e r f o rmanc e  and  
f u n d i n g ,  s t a r t i n g  f r om  ze ro . "  Howe ve r ,  in th i s  r epo r t ,  a n y  s y s t ema t i c  a n a l y s i s  at 
be low the  ba se is r e ga rd e d  as a Z B B  app l i c a t i o n ,  i f  it is c o m b i n e d  w i th  p r i o r i t y  
r a nk ing s .



2. ZBB Applications in the States

Tabl e I .  w h i c h  s um m a r i z e s  the ba s i c  r e spon se s  f r om  41 S ta t e s ,  i den t i f i e s  11 
S t a t e s  wh i ch ,  on  the ba s i s  o f  t h e i r  r e sponse s  a n d  a r e v i ew  o f  a v a i l a b l e  d o c um en t s ,  
a p p e a r  to  u t i l i ze  Z H B  in the i r  b u dg e t  p rac t i ce s .  T h i s  is t he m i n im u m  n u m b e r  o f  
S t a t e s  th a t  q u a l i f y  u n d e r  the s t a n d a r d s  ap p l i e d  in th i s  r epo r t .  W i t h  m o r e  
e x t e ns i v e  d o c um e n t a t i o n  o r  c l o s e r  o b s e r v a t i o n ,  o t h e r  S t a t e s  m i g h t  be a d d e d  to 
the l i s t .  I l l i n o i s  is i n c l u d e d  on the l ist e v en  t h o u g h  it r e s p on d ed  ne g a t i v e l y  in the 
q u e s t i o n n a i r e  be ca u se  i ts  b u d g e t  i n s t ' u c t i o n s  s h o w  a s u b s t a n t i a l  c o m m i tm e n t  to 
Z B B  tec hn iqu e s .  A  d e sc r i p t i o n  o f  Z B B  in each  o f  the 11 S t a t e s  is p resen ted  in 
C h a p t e r  7.

Howe ve r ,  the l ist d o es  no t  i n c l u d e  s ix  S t a t e s  (Conn e c t i c u t ,  K a n s a s .  
M a r y l a n d .  N e b r a s k a .  P enn s y l v a n i a ,  a n d  S o u t h  D a k o t a )  w h i c h  r e sp onded  
a f f i rm a t i v e l y  to on e  o r  mo r e  o f  the q u e s t i o n s  on  w h e t h e r  the y  a re u s i n g  Z B B .  
(These  a re  qu«'*.dons l a .  l b .  a n d  I c f o u n d  in the A p p e n d i x . )  A  n u m b e r  o f  these 
S ta t e s  m a k e  e x t e n s i v e  use o f  p r o g r am  o r  p e r f o rm an c e  b u d g e t i n g  wh i c h  ha ve  
s ome ob j e c t i v e s  in c o m m o n  w i th  Z B B  b u t  o u g h t  to be d i s t i n g u i s h e d  f r om  it. T h e  
S ta t e  o f  W a s h i n g t o n  re sponded  n e g a t i v e l y  a n d  is no t  i n c l u d e J  even  t h o u g h  the 
G o v e r n o r  r ece n t l y  i n s t r u c t e d  a l l  a g en c i e s  to j u s t i f y  e x i s t i n g  p r o g r am s  as 
t h o r o u g h l y  and  in the s ame  m a n n e r  as  n ew  on es  a nd  to r a n k  a l l  p r o g r am s  in 
p r i o r i t y  order .  I f  t hese g u b e r n a t o r i a l  i n s t r u c t i o n s  a re i n c o r p o r a t e d  in the b u d g e t  
proces s .  W a s h i n g t o n  w i l l  be a m o n g  the Z B B  S ta t e s .  L o u i s i a n a  is l i k ew i s e  no t  
i n c l u d e d ,  a l t h o u g h  a f t e r  i ts r e sponse  w a s  sent  in the S t a t e  enac t e d  l eg i s l a t i o n  
r e q u i r i n g  ZBB .

T a b l e  2 s h ow s  the e x t e n t  to wh i ch  Z B B  pr ac t i c e s  a re em p l o y e d  i n the 11 
Stat es .  M o s t  o f  t hese S t a t e s  a p p l y  Z B B  to a l l  ag en c i e s ,  b u t  A r k a n s a s  d o es  no t  use 
it f o r e ' e c t i v e  o f f i c es  a n d  the H i g h w a y  D e p a r tm e n t ,  C a l i f o r n i a  s e l e c t i v e l y  app l i e s  
Z B B  to  t a rge t s  o f  o p po r t u n i t y ,  I d a h o  i n t e nd s  to Z B B  a l l  p r o g r am s  o v e r  a 5-year 
cyc l e ,  a n d  M o n t a n a  is p i l o t  t e s t i n g  Z B B  in e i gh t  p r o g r am s .  A b o u t  one h a l f  o f  the 
Z B B  S t a l e s  use it a s  the i r  r e g u l a r s y s t cm  f o r  b u d g e t  p r ep a r a t i o n ,  b u t  s e ve ra l  u se it 
t o su pp l emen t  the i r  p r ee x i s t i n g  p r o g r am  b u d g e t i n g  s y s t em s  or a s  an  a d d i t i o n a l  
so u r ce  o f  b u d g e t a r y  d a t a .  I l  si. m i d  be r e co gn i z e d  th a t  f u n d s  f o r  s ome  p r o g r am s ,  
such  a s  s ta te a i d to s c h oo l s  a n d  m un i c ip a l i t i e s ,  a r e  b a s e d  on  s t a t u t o r y  f o rm u l a s  
a n d  m a y  not  he s u i t a b l e  fo r  zero-base t r e a tm en t  in the b u d g e t .

A s  app l i e d  in mo s t  o f  t hese S ta t e s ,  z e ro-base  b u d g e t i n g  is a two-st ep p r oce s s  
l o r  j u s t i f y i n g  and  r e v i ew i n g  p r o g r am s  f r om  the g r o u n d  up  (o r  f r om  s ome  po in t  
be low  the cu r r e n t  s e r v i ce  leve l ) .  The f i r s t  s tep is t he d i s a g g r e g a t i o n  o f  a l l  s t a l e  
ac t i v i t i e s  i n to " d e c i s i o n  pa c k ag e s ” ; the s e co n d  is t he r a n k i n g  o f  these p a c k a g e s  in 
o r d e r  o f  p r i o r i t y .  De c i s i o n  p a ck ag e s  u s u a l l y  a re i de n t i f i e d  at  t he l owe s t  leve l  o f
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6. ZBB and PPB

Z B B  is t he l at es t  in a ser i es  o f  s t a t e b u d g e t  i n n o v a t i o n s  s t r e t c h i n g  b a c k  to the 
ea r l y  y e a r s  o f  t h i s  c e n t u r y .  It f o l l o w s  on  the  hee l s  o f  e f f o r t s  by  a n u m b e r o f  S l a t e s  
to i n s t a l l  P P B  s y s t em s  d u r i n g  the 1960s.7 Th e  re l a t i o n sh ip s  a n d  d i f f e r ence s  
be tween  these two set s  o f  b u d g e t  r e f o rm s  is a s o u r c e  o f  b o th  c o n f u s i o n  an d  
op po r t u n i t y .

A a r o n  W i l d a v s k y  r e ga rd s  zero-base b u d g e t i n g  a s  “a n  e x t r em e  v a r i a n t "  an d  
“a  p r e c u r s o r  o f "  P P B ,  bo th  sh a r i n g  the s ame ob j e c t i v e s ,  co nc ep t s ,  a n d  fa i lures .* 
M r .  W i l d a v s k y ’s pe r spe c t i v e  is l a r ge l y  de r i v e d  f rom  the U.S .  D e p a r tm en t  o f  
A g r i c u l t u r e ’s e x p e r im en t  o f  the  mid-1960s, th o u g h  he b r i e f l y  r e v i ews  the Z B B  
a c t i v i t i e s  o f  t w o  S ta t e s  — G eo r g i a  and  N ew  M e x i c o .  Pe te r  P y h r r ,  howev e r ,  
r e ga rd s  P P B  and  Z B B  as e s se n t i a l l y  d i f f e r e n t  t h o u g h  po te n t i a l l y  c o m p l em e n t a r y  
s y s t ems :

P P B  p r o v i d e s  the m a c r o e c o n om i c  to o l  f o r  c e n t r a l i z e d  dec i s i on  
m a k i n g  on m a j o r  po l i c y  i s su e s  a n d  ba s i c  f u n d  a l l o c a t i o n s .  Ze ro-base  
b u d g e t i n g  p r o v i d e s  the m i c r o e c o n om i c  t oo l  t o  t r a n s f o rm  these 
ob j e c t i v e s  i n to  an  e f f i c i en t  o p e r a t i n g  p l an .9

T h e  ke y  d i f f e r e nc e  be tween  the two  s y s t em s  is t ha t  P P B  focu se s  on  top-l eve l  
d e c i s i o n m a k i n g ,  w h i l e  Z B B  fo cu se s  on d e c i s i o n s  a t  v a r i o u s  op e r a t i n g  and  
man a g emen t  l eve l s .  M r .  P y h r r  sugges t ed  that  “ the top-down e f f o r t s  o f  P P B  can 
be c o o r d i n a t e d  w i t h  th*’ p r e d o m i n a n t l y  b o t l om-up  e f f o r t s  o f  zero-base 
b u d g e t i n g . " 1" T h e  l im i t e d  ev i de nc e  f rom  th i s  s u r v e y  c o n f i rm s  M r .  P y h r r ’s c l a im  
that  the t w o  s y s t em s  c a n  be c o m p a t i b l e  a n d  m u t u a l l y  r e in f o r c in g ,  In at  leas t  f o u r  
o f  the 11 Z B B  S ta t e s ,  ze ro-base t e c hn i q u e s  have  been f u sed  i n t o  the p r ee x i s t i n g  
p r o g r am  b u dge t i n g *  app a r a t u s .  C a l i f o r n i a ,  I l l i n o i s .  N ew  Je r sey ,  and  Kho d e  
I s l an d  h a ve  imp l em en t e d  Z B B  prac t i c e s  in w a y s  w h i c h  ha ve  not  d i s t u r b e d  the i r 
p r o g r am  b u d g e t i n g  ac t i v i t i e s .  In a f i l t h  S t a l e  M o n t a n a  the new Pr io r i t y  
Bu d g e t i n g  S y s t em  is an  i n t e g r a t i o n  o f  P P B  a n d  Z B B  te chn iq ue s .  I t c om b i n e s  
PPB-t ype  t e c hn iq u e s  o f  m u l t i y e a r  p l a n n i n g  and  co s t- c l f e c t i v enc s s  a n a l y s i s  w i t h  
the r a n k i n g  o f  a c t i v i t y  de c i s i on  pa ck ag e s  on a p r i o r i t y  bas i s .

In the r em a i n i n g  Z B B  Sta t e s ,  t here is a s i g n i f i c a n t  a nd  g r o w i n g  use o f  
p r o g r am  an d  p e r f o rman c e  meas u r e s ,  not  mer e l y  as a n c i l l a r y  i n f o rm a t i o n  bu t  as

•The te rm I*I’ l l  is not used by  S la te s  to day .  S la te  var iation!) n o n  in use w i l l  he referred lo  
genera l ly  as "p rog ram  b u dg e i in g . "
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ap p r op r i a t i o n .  A  S t a l e ’s  b u d g e t  d o c u m e n t  m i g h t  ha ve  to bp t r i p l ed  o r  
q u a d r u p l e d  in si/e in o r de r  to a c c o m m o d a t e  i t s  Z H B  pr e sen ta t i on s ,  i >.:• n u m b e r  
ol  a p p r o p r i a t i o n  a c c o u n t s  a l so  w o u l d  ha ve  to be m u l t i p l i e d  i " t h e a c t i v i t y  v e l a t  
w h i c h  de c i s i on  pa ck ag e s  a re e v a l u a t e d  b e c om e s  the leve l  a t  w h i c h  appropr i a t e-  's 
a re  made .

5

the o r g a n i z a t i o n  ( such  a s  a cos t  center ) c a p a b l e  o f  f o rm u l a t i n g  a bu d g e t  reques t .  
Each  de c i s i on  pa ck ag e  r epre sent s  one  o f  a n u m b e r  o f  a l t e r n a t i v e  l eve l s  o f  co s t  
a nd  ser v ice f o r  '"t  a c t i v i t y ;  s ome t im e s  it a l s o  r ep re sen t s  one  o f  a n u m b e r  o l  w a y s  
o f  p e r f o rm i v g  a g i v en  a c t i v i t y .  E a c h  d e c i s i o n  p a c k ag e  t h u s  ca n  be bo th  an 
in c r emen ta l  bu dge t  r eque s t  an d  an  a l t e r n a t i v e  to a n o t h e r  b u d g e t  r eques t .

De c i s i o n  p a ck ag e s  a re in gene r a l  use in a l l  bu t  t hree o f  the Z B B  Sta t es .  In 
two  o f  the e x c ep t i o n s  (C a l i f o r n i a  a n d  R h o d e  I s l an d )  ze ro-base  b u d g e t i n g  
s upp l emen t s  the r e g u l a r  b u dg e t  proces s ,  a use f o r  w h i c h  de c i s i on  pa ck ag e s  m a y  
not  be su i t a b l e ;  h ow ev e r .  R h o d e  I s l an d  uses th em  fo r  e x p a n d e d  o r  new p r og th c  
th i r d S t a t e  (Tennes see ) the 7BB f o rm s  c o e x i s t  w i th  t r a d i t i o n a l  l ine-i t cm b u d g e t  
. . t hod s .  I l l i n o i s  d o e s  not  f o rm a l l y  use de c i s i on  pa ck ag e s ,  b u t  i ts b u d g e t  p roce ss  
ha s  .> s im i l a r  ef f ec t .

\V i. -e the de c i s i on  n a c k a g e s a r c  ba se d  o n  a l t e r n a t i v e  l eve l s  o f  e f f o r t ,  t here is 
no  u n i f o rm  t v  as  to the l eve l s  r e qu i r ed  fo r  b u d g e t  s u bm i s s i o n .  Se ve ra l  S t a t e s  
r equ i r e  tha t  t i . f i r s t  de c i s i o n  p a c k ag e  f o r  an  a c t i v i t y  be the  m i n im u m  l eve l  at  
wh i ch  i l  r ema i n s  v  .h i e to c o n t i n u e  the a c t i v i t y .  T h i s  p r o c e d u r e  is u s ed  in G e o r g i a  
a n d  Te x a s ,  t w o  Slat- s w i th  p o s s i b l y  the m o s t  d e v e l o p e d  Z B B  sy s t ems .  I n  a 
n u m b e r  o f  o th e r  S t a t e s ,  be f i r s t  d e c i s i on  p a c k a g e  m i gh t  be set at  no h i gh e r  than  
s ome pe r cen tage  of the c u r .  nt  f u n d i n g  level  N e w  Je r sey  set s th i s  l owes t  l eve l  at  
50 percent .  M o n t a n a  uses  an  tv r e r c en t  de c i s i o n  pa ck ag e ;  I l l i n o i s  s e t s  90 pe rcent  
o f  the c u r r e n t  l eve l  as  the f i r s t  dee A ion  leve l .  N e w  J e r s ey ’s Z B B  pr oce s s  ca l l s  f or  
a>' i d en t i f i c a t i o n  o f  the q u a l i t a t i v e  . nd  q u a n t i t a t i v e  e f f e c t s  o f  a  ze ro- f un d in g  
leve l ,  a n d  th i s  m a y  be the c l oses t  th.-f a n y  S t a t e  c om e s  to pu re  ze ro-base 
bu dge t i n g .  In v i r t u a l l y  e ve r y  Z B B  S ta te ,  t i .- de c i s i o n  p a c k ag e s  mu s t  s ep a ra t e l y  
i den t i f y  co s t s  a n d  l e v .  Is o f  e f f o r t  a b o v e  t l v  c u r r e n t  f u n d i n g  (o r  s er v i ce ,  in s om e  
cases) level .

P r i o r i t y  r a n k i n g s  a re  the mo s t  pe r v a s i v e  Z B B  e l emen t ;  o n l y  C a l i f o r n i a ,  
wh i ch  app l i e s  Z B B  se l e c t i v e l y ,  d o e s  no t  en g ag e  n r a n k i n g  o f  pr i o r i t i e s .  I n a 
n u m b e r  o f  S t a l e s ,  the de c i s i on  p a c k ag e s  a re  r a n k e d  at p r og r e s s i v e l y  h i gh e r  l eve l s  
ol  ag g r e ga t i o n ,  b e g i n n i n g  w i th  the a c t i v i t y  m an a g e r  w h o  r a n k s  o n l y  the 
a l t e rn a t i v e s  to the a c t i v i t y  he a dm in i s t e r s ,  up  t h r o u g h  the d e p a r tm en t  head  w h o  
mus t  d e t e rm i n e  the p r i o r i t y  fo r  a l l  a c t i v i t y  l e ve l s  w i th in  hi s ag ency .  A  f avo r i t e  
t e ch n i qu e  is l o  spec i f y  the c u m u l a t i v e  co s t s  ( and  in a f ew S t a t e s ,  the c u m u l a t i v e  
l eve l s  o f  p e r f o rman c e)  o f  each  l ower - r an k i n g  p r i o r i t y .  In th i s  w a v .  
d e c i s i o nm a k e r s  can  e v a l u a t e  the a l t e r n a t i v e  de c i s i on  p a c k ag e s  tha t  can  he 
" p u r c h a s e d "  at  d i f f e r e n t  f u n d i n g  l eve l s .

Ii p rac t i ce ,  /ero-bas .  b u d g e t i n g  is mor e  a fo rm  o f  m a r g i n a l  a n a l y s i s  t han a 
r e qu i r emen t  that  the b u dg e t  be b u i l t  up I ' o m  sc ra t ch  each  y e a r  o r  two .  l l  is a 
dev i ce  fo r  s h i l l i n g  the b u l k  o f  bu dg e t  p r ep a r a t i o n  f r om  i n c r emen t s  a b o v e  the 
budge t  base to d e c r emen t s  be low  the base .  T h e  t e rm “ ze ro-base"  is s om ew h a t  
n l ead ing ,  bu t  as l o ng  as its a c t u a l  i n tent  is p r op e r l y  u n d e r s t o o d ,  Z B B  can be  
i . deed on i ts ow n  mer i t s .
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Tab l e  I
ZHB  S y s t em s  in the S t a t e s *

Stale

Si ah' liiii
l l l i i  nr 

a ltenun iw
/H ll WMi lll ClIl'WW.US

\l.i>ki» No Con s id e red  /UH in 1972. b u t  dec ided on o i l i e r  budge t  method* 
ins tead.

Nll/ol la No bu dg e t  D i re c to r  lec ls  tha t e v a lu a t io n  m e thod s  and  o the r  im- 
p ro sem en ts  must precede ZRB .

Vrkai tsas Yes \ new P r io r i ty  b u d g e t in g  Sy s tem  lo r  base-level reques ts  a t  9()r ; 
o l 'c u r r e n t  leve l,  and  p r io r i t y  r an k in g  o f  o th e r  requests .

I  . i l i l t . in ia Yes Se lec t ive  use o f  Z b b  in c om b in a t io n  w i th  o the r met' ’i s  for 
ana ly s i s  ol budge t* a t  be low the base leve l.

Connec t icu i l . t  l No ( i i i ’ e r no r ’s 1972 le t te r  to s ta te  agenc ies ca l l s  fo r  Z b b  as 
par t o l  the o ve r a l l  budge t process, hut no fo rm a l sys tem  has 
been in t ro duced .

1 le law a rc No
l l o r i d a No
( ien rg ia Yes Comprehen s ive  Z b b  sys tem  vvnh dec is ion packages  fo r  m in im um  

and base leve ls , w o rk lo a d  increase*, and program  expans ion s  
P r io r i t y  m i k i n g *  and  p c i fo rm an c e  da ta .

Hawa i i S’n A comprehens ive  P PB  sys tem , p resc ' ih cd by  s tate law . is in 
opera t ion .

Id a  Im Vcs Se lec t ive  use o l / l i b  in 5', to  20'V o l p rograms , p lu s  p r io r i ty  
r an k in g  by dec i s ion  un i t s  o l a l l  p iogrt l tns

l l l ino is (a ) Yes 1 ime con s t ra in t  o f  a n n u a l  budge t cyc le  doe s  no t  perm it  a 
to ta l  /cn base e f fo r t  each year ,  b u d g e t  subm is s io n s  are done  in 
p rog ram  package s  am o un t in g  to 90', <>( last year's base, p ro ­
g ram s a l the marg in  be tween 91)' i and 100',' o l base, and those 
des i red  p rog ram s wh ich  w o u ld  he funded on ly  il app rop r ia t io n s  
exceed the base.

In d iana No Cons id e red  a n d  re jected Z b b .
Iowa No Is con s id e r ing  ZHB  and  a l te rna t iv e  innova t ion s  lo r  1977-79 

budge t .
Kansa s ia ) No Rev iews a ll  spend ing as p a n  ot the regu la r  budge t p iocess.
K en tu c k y No
1 ou is iana No A el I ' lb  o l 1976 s igned J u ly  l b .  197b. manda te* Z b b .
M a in e No A m o d i l i c d  sys tem  wit ' he used m the next budge t cycle.
M a r y l a n d t a l No Rev iew s  each p rog ram  as part o l  the regu la r  budge t process. 

A n n u a l  budge t in s t r u c t io n s  commence  w i ih  die policy that 
" ( l ie  bu dg e la t y  base lo r  the j i i s l i t i e a l io n  ot e s t im a ted  i in a i i c ia l  
r equ i r emen t s  is r r r n “

M inneso ta No
M iss is s ipp i No
M is s o u n Yes < o in p ieh en s iv t  p rog t am  budge t  w i l l i  e x ten s ive  use o l p io g lam  

and  p e l lo n n i in c e  measures;  p roposed increases above  base 
are p r io r i t y  ranked .
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5. ZBB and the Legislative Process

In concep t  an d  app l i c a t i o n .  Z B B  is p r im a r i l y  an  i n s t r um en t  o f  ex ec u t i v e  
b u dg e t i n g .  I n  each o f  the Z B B  S t a t e s ,  the zero-base a c t i v i t y  is a s so c i a t ed  w i t h  the 
p r ep a r a t i o n  o f  the b u dg e t  by  s t a te  d e p a r tm en t s  a n d  agenc ie s .  T h e  app r op r i a t i o n s  
s tage  o f  the b u d g e t  p r oce s s  need no t  be d i r e c t l y  a f f e c t ed  b y  the Z B B  ac t i v i t i e s  o f  
the e x ec u t i v e  b r anch .  M o r e o v e r ,  mos t  Z B B  w o r k  is d o n e  at  op e r a t i n g  and  
m an a g em en t  l e ve l s  and  the  Gov e r n o r ' s  i n v o l v em en t  is l im i t e d — as  Pe te r  Py h r r  
n o t e d— to a r ev i ew o f  m a j o r  po l i c y  i ssues .  T h e  l i t e r a t u r e  o f  Z B B  a n d  the 
i n s t r u c t i o n s  i s sued  b y  p r a c t i c i n g  S l a t e s  foc u s  on  the r e sp on s i b i l i t i e s  of p r o g r am  
manag e r s ,  up to and  po s s i b l y  i n c l u d i n g  d e p a r tm en t  he ads ,  t o r e v i ew  a n d  ev a l u a t e  
a l l  c om pon e n t s  o f  t he i r  bu dg e t s .  T o  the e x t e n t  t h a t  Z B B  has  had  an  ef fec t  on 
b u d g e t  o u t c ome s ,  t he ef fect  w i l l  be fe l l  p r im a r i l y  a t  t he se m an a g em e n t  l e ve l s .5

A l t h o u g h  Z B B  gene ra l l y  is not  co nc e i v ed  a s  a l e g i s l a t i v e  t oo l ,  t here is no 
reason l ot  l eg i s l a t i v e  bo d i e s  to  he c omp l e t e l y  e x c l u d e d .  I n  s eve ra l  Z B B  Sta t e s ,  the 
i n i t i a t i v e  o r  r e q u i r em en t  f o r  Z B B  has c om e  f r om  the L e g i s l a t u r e .  In A r k a n s a s ,  
the Leg i s l a t i v e  C o u n c i l  ha s  h a d  an  ac t i v e  ro le i n the de s i g n  o f  Z B B .  The p i l o t  
t es t i ng  o f  Z B B  in M o n t a n a  w a s  m an d a t e d  by  a 1975 act  o f  t he S t a t e  Le g i s l a t u r e ,  
w h i l e  new s t a t u t o r y  r e q u i r em en t s  w i th  r ega rd  to  b u d g e t a r y  d a t a  ha ve  p r omp te d  
Tennes see  to i n t r o d u c e  Z B B  prac t i ce s .  In Texas ,  t he L e g i s l a t u r e  share s 
re? l o n s i b i l i t y  f o r  b u dg e t  p r ep a r a t i o n  w i th  the G o v e r n o r ,  an d  Z B B  i n s t r u c t i o n s  
a re  j o i n t l y  i s sued  by  the Leg i s l .  l i v e  Budg e t  O f f i c e  a n d  the Go v e r n o r ' s  Budge t  and  
P l a n n i n g  Of f i ce .  A s  p r ev iou s l y  r epo r t e d ,  l eg i s l a t i v e  i n i t i a t i v e s  f o r  f u t u re  Z B B  
app l i c a t i o n s  a r c u n d e r  w a y  in W i s c on s in .

l i v en  whe re  a S ta t e  L e g i s l a t u r e  hits not  a c t i v e l y  s pon so r e d  Z B B .  it m a y  he 
a b l e  to av a i l  i t s e l f  o l  the p r o du c t s  o f  the new sy s t em .  I n m o r e  th an  one  ha l l  o f  the 
S ta l e s ,  the Leg i s l a t u r e  rece ives cop i e s  o f  ag enc y  b u d g e t  s u bm i s s i o n s ,  e i t h e r  at  the 
t ime  they  are sent to the G o v e r n o r  o r  at a l a t e r  da t e . "  I n these S tat e s ,  a L eg i s l a t u r e  
s h o u l d  be a b l e  to o b t a i n  the de c i s i o n  p a ck ag e s  an d  p r i o r i t y  r a n k i n g s  s u bm i t t e d  
by the agenc i e s  to the ex e c u t i v e  bu dge t  o l l i c e

Howeve r ,  t here is no  neces s i ty  l o r  a S ta t e  t o  r eca st  i ts b u dg e t  d o c um e n t  or  
the l o i  in ol  a p p r o p r i a t i o n s  to c o n f o rm  to  Z B B  me t h o d s .  <)ncc a b u d g e t  de c i s i on  
has  been mad e  on the ba s i s  o f  Z B B  pre sen ta t i o n s ,  it c an  he ca s t  i n t o  a n y  I n rm  
co ng r u en t  w i th  the a c c o u n t i n g  s y s t em  o f  the S ta t e .  Z B B  can  co ex i s t  w i th  
p m g i a m  ca t ego r i e s ,  s t a n d a r d  o r g a n i z a t i o n  c l a s s i f i c a t i o n s ,  l inc-i t cm de ta i l ,  or  
a n y  o the r  budge t  fo rm a t .  M o r e o v e r ,  i n a sm u c h  as d e c i s i o n  p a c k ag e s  u s u a l l y  are 
d e ve lo p ed  at low l eve l s  ol  a c t i v i t y ,  t hey  are not  l i k e l y  to he su i t a b l e  fo r  
p u b l i c a t i o n  in the bu dge t  ( excep t ,  pe rhaps ,  in s u m m a r y  fo rm )  o r  as un i t s  ol


