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PREFACE 

The Secretary General in his report, The United Nations 
Development Decade : Proposals for Action, stated : 
"The budgetary systems of many developing countries 
have failed to keep pace with the new demands made on 
them by the greatly increasing scope of activity of the 
public sector and, in particular, by the adoption of a 
planned approach to economic development. Thus, 
the need is first for the development of new types of 

• information on the public sector essential for drawing 
up long-term development plans, and second for changes 
in concepts and procedures in government budgeting 
required to make the annual budget an effective instrument 
for implementing the development plans and policies." 1 

With these objectives in view, the United Nations has 
made efforts during the past decade to improve the systems 
of government financial management in the developing 
countries. In the 1950's, the emphasis was placed on 
developing meaningful information on government tran­
sactions with a view to facilitate their macro-economic 
analysis and decision-making in the fiscal field. Two 
basic schemes of classifications, viz. economic and 
functional, were developed for this purpose. These classifi­
cations were discussed in a series of regional workshops 
on budget classification and management which were 
held in Asia, Africa and Latin America. Following these 
discussions, which primarily centred on the applicability 
of these schemes of classifications in various developing 
countries, A Manual for Economic and Functional Classi­
fication of Government Transactions 2 was published in 
1958. This manual, together with the discussions prior 
and subsequent to its publication, have had a considerable 
impact on budget presentation and on the development of 
information of public sector transactions in a number 
of developing countries. More detailed reference to these 
important developments in the budget field, which 
took place during the late 1950's and early 1960's, 
is made in the report of the Inter-Regional Workshop 
on Problems of Budget Classification and Management, 
held in Copenhagen in 1964.3 

Whit~ these efforts were being made, a number of 
deve~opmg countries were also engaged in formulating 
medmm-and long-term plans for economic development. 
In the planning process, the government budgetary 
system naturally assumed great significance, and the 
need for its modernization soon became obvious and 
was recognized. It was found necessary to develop new 
budgetary techniques and methods of financial manage­
ment which would strengthen the role of the budgetary 

1 United Nations publication, Sales No. : 62. II. B. 2, p. 112. 
1 United Nations publication, Sales No. : 58.XVI.2. 
3 ST{fAO/SER/C.70. 
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system as an effective instrument in the implementation 
of development plans. 

In this context, the techniques of programme and 
performance budgeting were found to be of considerable 
interest by the participants in the regional budget work­
shops. Such an interest was initially expressed in the 
Budget Workshops for Asia and the Far East held in 
1955' and 1957, largely due to the stimulus provided 
by the major budgetary reforms then being undertaken 
along these lines in the Philippines. The ECAFE Bu?get 
Workshop held in 1957, made a recommendat10n, 
subsequently endorsed by the Economic Commission 
for Asia and the Far East at its seventeenth session, 
that a manual be prepared on the subject of programme 
and performance budgeting. This subject was further 
discussed at the South American Budget Workshop 
of 1959. 

The Secretariat submitted a draft manual to the ECAFE 
Budget Workshop held in 1960 in which the man~gem_ent 
approach to budgeting and its advanta~e~ to the leg1slat1ve, 
executive and other bodies in appra1smg a progra!"'lme 
of government in fiscal and financial terms were exp lamed. 
The Workshop suggested a cautious and gradual appr?ac~ 
towards performance budgeting and believed that s1~1-
ficant advantages could be obtained fro~ the adopti~n 
of performance techniques without. rad1c~l . ~hanges I~ 

budgeting and accounting structures m the imual stages. 
At the African Budget Workshop h~ld in Addis Ababa 

in 1961, a revised and expanded vers1_on of t~e manual 
was submitted by the Secretariat; m particular, the 
chapter dealing with the relation bet'_\·een performan~ 
budgeting and accounting was considerably strengt j 

d The Workshop recommended the draft manua 

;~e Governments in the region _for ~rt:C:t t~:Js~~~ 
experiment. At the South Amencan ~ g . d • 
h Id . 1962 in Santiago the Secretanat subm1tte_. m 
e m ' h' h • eluded an illus-

addition to the manual, a paper w ic 1
." • 

tration of performance budgeting for capital pr?Jects. 
The Workshop stressed the need for i~tegratmg govem-

b d t with short-term plans which could be pre-

p~er~~ ~itt~n the framework_ of long-term plans aa~~ 
h • t duction of proeramme 

recommended t e _m ro he countries ~f the region 

P~~,~~~:;~~a!~!~:t°;f :~ :ntegrated system of develop-d 
w1 h • ements of programme an 
ment accounting to t e reqmr d" · held at the 

b dgeting 6 The 1scuss1ons 
performance . u d • Workshop which met in 1963 
Central Amencan BuR~et " llowed similar lines. The 
in San Jose, Costa ica, io 

. W k ho and other Workshop rerorts 
' For the report of th1s or s p d bibliogr.iphy. 

referred to in this manual, see the selecte 
6 ST(f AO/SER/C.48. 
s ST/TAO/SER/C.58. 
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Workshop attached special importance to the establish­
ment of planning mechanism and budgetary system 
on a uniform basis with a view to facilitating the economic 
integration of the countries in that region. 7 

The Inter-Regional Budget Workshop, which met in 
1964, discussed programme and performance budgeting 
within the framework of the relationship between the 
planning activity and the budget activity in developing 
countries. It recommended its application to developing 
countries but considered that a cautious and selective 
approach was needed, taking into account the specific 
situation and needs of each particular country. It further 
recommended that the draft Manual for Programme 
and Performance Budgeting should be published as soon 
as possible. 8 

This present version of the manual, therefore, reflects 
the discussions at and embodies the comments offered 
by the regional budget workshops held so far. It should 
not, however, be considered as representing either a 
definitive or a comprehensive discussion of the subject. 
The circumstances in each country might be considerably 
different and as such this manual is not expected to be 
of uniform applicability. The manual, therefore, is 
intended to be more of a guide than a standard text in 
this field. 

The discussion of the subject in this manual is organized 
according to the principal structural characteristics of 
the system of programme and performance budgeting. 
Some of the reasons for the modernization of budgetary 
systems in the developing countries and the advantages 
of programme and performance budgeting in this context 
are stated in chapter I. This chapter also highlights the 
practical steps to be taken and the difficulties that may be 
encountered in a gradual introduction of programme and 
performance budgeting. Since, in the long run, a tradi­
tional budgetary system is intended to be formed through 
these new techniques of budgeting, it has been stressed 
here that it is necessary to proceed in an evolutionary 
and orderly fashion. 

Chapter II presents a system of classification to be 
used in a programme and performance budget. In this, 
as in other chapters, illustrations have been drawn 
mainly from the budgets of the United States and the 
Philippines to explain a possible structure of a programme 
and performance classification. These are intended merely 
as examples and should not be construed as indicating 
a definitive or inflexible scheme of classification. Actual 
schemes of classification, i.e., possible sub-divisions of a 
function into meaningful management categories, would, 
of course, vary from country to country and may be largely 
determined by the scope and accuracy of available statis­
tical material and the complex of organizational responsi­
bilities in a government. 

A system of financial methods and procedures most 
appropriate for programme and performance budgeting 
is described in chapter III. It includes a discussion of 
various bases of recording transactions, fund control, 
revolving fund techniques and problems of linking 
financial data to policy objectives. The general conclusion 

7 ST/TAO/SER/C.66. 
8 ST/TAO/SER/C.70, pp. 31-32. 

reached here is that the adoption of accrual accounting 
would provide maximum support to the management of a 
programme and performance budget. The more important 
consideration, however, is the general objectives to be 
served by accounting practices and these, it has been 
pointed out, could be met in a variety of ways. A manage­
ment approach in accounting is the most crucial con­
sideration to be recognized. 

One of the principal characteristics of programme and 
performance budgeting is the measurement of performance 
or efficiency in management in both physical and financial 
terms. The introduction and use of an appropriate system 
of classification and methods of accounting facilitates 
work measurement. The various problems encountered 
in this area together with the discussion of basic concepts 
are discussed in chapter IV. The various stages in the 
process of work measurement are establishment of work­
load data, identification of work or activity to be measured, 
selection of an appropriate unit of measurement, accu­
mulation of relevant cost data and development of relevant 
indicators of efficiency. There is no easy solution in this 
field and the difficulties of measurement are not always 
so readily apparent. The problem of choice in this respect 
would be largely determined by the type and level of 
activity concerned. The manual distinguishes three 
indicators of efficiency, viz. productivity ratios, perfor­
mance ratios and work measurement ratios. These ratios 
measure performance at different levels and also differ 
in the combination of resources to which they refer. 
Although a brief reference has been made in chapter IV 
to the relevance and usefulness of cost benefit analysis, 
the distinction between these techniques and those of 
work measurement used in programme and performance 
budgeting must yet be clearly recognized. The former are 
directly relevant in the maximization of benefits from 
resources, given their competing uses. The latter techniques 
measure the direct output of work performed and are 
mostly used for purposes of internal management. 
The two sets of techniques are not, however, mutually 
exclusive and when used in combination they provide a 
wider framework for an analysis of resource use and 
allocation. 

Chapters V and VI, in a sense, gather the main strands 
of the entire discussion contained in the preceding chap­
ters. Chapter V illustrates the application of programme 
and performance budgeting to investment projects _ 
an area of activity which is of particular interest in 
developing countries. The chapter uses the United States 
Bureau of Reclamation as an example and also highlights 
some specific problems encountered in this field. 
Chapter VI outlines various phases to be followed through 
in the adoption of programme and performance budgeting. 
It also discusses in detail the preparatory work to be done 
prior to the adoption of such a system of budgeting. 
This includes clear and complete definition of organizi­
tional responsibilities, training of staff, importance of 
work studies, selection of appropriate areas during the 
initial period and preparation of manuals of instruction 
Caution, flexibility, selectivity and the development of ~ 
self-correcting mechanism are the principal considerations 
which have been stressed here in the introduction of 
programme and performance budgeting. 
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As stated before, the present version of the manual 
has emerged from the discussions on this subject at 
various budget workshops. The views expressed at these 
,vorkshops, particularly on the installation of programme 
and performance budgeting, were very instructive and, 
therefore, it is suggested that this manual may be read and 
used in conjunction with the reports of these workshops. 

The manual was prepared by the Fiscal and Financial 

IX 

Branch of the Department of Economic and Social 
Affairs of the United Nations with the help of Mr. Frank 
W. Krause of the United States Bureau of the Budget, 
as consultant. In addition to drafting chapter III on the 
financial management system and chapter V on pro­
gramme and performance budgeting for investment 
projects, Mr. Krause also undertook a revision of the other 
chapters of the document. 



Chapter I 

THE PROGRAMME AND PERFORMANCE BUDGET, 
A MANAGEMENT APPROACH TO BUDGETING 

A significant characteristic of planning in developing 
countries has been the importance accorded to the public 
sector. The Governments in these countries have assumed 
not only a centralized direction of resource use and 
availability, but also have been undertaking entrepreneur­
ial activities. The growth of the public sector has become 
a dominating factor in the development process. During 
the last ten years, public outlays have increased signifi­
cantly in many developing countries, bringing in their 
wake many important structural changes. 

These structural changes have also brought about 
institutional adjustments in the organization of public 
sector activities. The enterprise activities are mostly 
excluded from a government budget and are entrusted 
to independent public enterprises. The balance of the 
public sector programme is included in the government 
budget for its implementation. In many instances, however 
the government budget also includes certain enterprise 
activities such as railways and post and telegraph, which 
are financially integrated with it. 

The institutional separation of enterprise activities 
rests partly on management considerations; but this 
emphasis on management aspects, sound as it is, is rarely 
found in its application to public sector transactions 
included in a budget. A plan is essentially a blue-print 
for action while budgetary activity is mainly operational 
in nature. It would be therefore only logical to expect 
that management considerations should be of eminent 
importance in budgeting, and that the budget should be 
so devised as to highlight the truly operational charac­
teristics, both physical and financial, of any given pro­
gramme. Such, is however, not the experience in many 
developing countries. As a result, the operational character 
of a government budget and its links with planning are 
largely obscured. 

Development of the management approach in budgeting 

In a majority of countries, budgeting is conceived 
largely in_ financi~l terms. The financial accountability 
to the legislature 1s usually the overriding consideration 
and this permeates the entire budgetary process. Emphasis 
is placed mainly on the observance of appropriation limits. 
!-.foreover, the object-cum-organizational classification 
of expenditures in the budget does not enable identifi­
~ation of programmes or projects and, furthermore, 
is not related to the cost of major inputs or the work 
perform~d. ~n other ~ords, the system of budgeting does 
not provide mformat10n on what a government is actually 

1 

doing and what it gets for the money spent. Of course, 
it may be possible to compile such information from 
departmental reports or other supplementary documents, 
but in many cases this information cannot be linked directly 
with financial data as they appear in a budget or in the 
accounts because it does not constitute a basis for budget 
management. The absence of pertinent information of 
this type reduces the usefulness of this budgetary approach 
even for purposes of legislative review and appropriation. 
The sanctions resulting from this process then tend to be 
accorded to policy objectives that are not explicit in the 
budget. 

The use of programme and performance budgeting 
developed essentially in response to the need for correcting 
this situation. It is intended to highlight management 
considerations in budgeting and in so doing to bring 
out the most significant economic, financial, and physical 
aspects of the budgetary activity. So far, this system 
has been given its most rigorous application at the Federal 
level in the United States.1 In 1949, the first Hoover 
Commission recommended that "the whole budgetary 
concept of the Federal Government should be refashioned 
by the adoption of a budget based on functions, activities 
and projects" 2 and this was designated by the Commis­
sion as a "performance budget". It was pointed out that 
"such a budget would not detract from congressional 
responsibility and should greatly improve and expedite 
committee consideration". Following the recommenda­
tion, the Federal Government refashioned its budget in 
1951 "to show programmes and activities under each 
appropriation request, and to introduce workload and 
other performance information in narrative form".3 

Initially, the appropriation structure was simplified, 
and programmes were established within broad functional 
categories. Thus, in its early stages of development, 
improvement of Congressional review provided the stimu­
lus and the emphasis was placed mainly on a budget 
classification. In its subsequent evolution, the form and 
content of performance budgeting have undergone many 
substantial changes. Among the important adjustments 

1 This system of budgeting was introduced in the Philippines 
in 1954. For more details, see the following chapters. 

2 Commission on the Organization of the Executive Branch 
of the Government, Budgeting and Accounting (Washington, 1949), 
p. 8. 

3 Joint Financial Management Improvement Programme, Impro­
vement of Financial Management in the United States Government : 
Progress, 1948-1963 (Washington, United States Government 
Printing Office, 1964), p. 8. 



that have taken place, accounting support was provided 
for the programme classifications, accounting and 
budgeting have been integrated, and emphasis .has been 
given to developing techniques of budgeting in terms 
of the cost of performance. In 1964, more than 80 per cent 
of the agencies provided costs information in their 
appropriation requests. These developments have strength­
ened the usefulness of the budget as a tool of manage­
ment, and have provided effective means of both fund 
and programme control. The programme and performance 
budget provides unit cost data where such an approach is 
appropriate, and, as a supplement to this, current efforts 
are being directed towards developing productivity 
measures for different kinds of operations. In the initial 
attempt, productivity measures were evolved for selected 
organizations on an experimental basis,4 and steps are 
being taken now to do the same thing in other agencies. 
Similar measures can be evolved in developing countries 
with respect to scarce resources. 

Features of the programme and performance budget . 

The programme and performance approach to budget­
ing is based principally on the use, in budget management, 
of three sets of interrelated considerations. In the first 
place, under this approach, meaningful programmes and 
activities 5 are established for each function entrusted 
to an organization or an agency in order to show precisely 
the work objectives of various agencies. Secondly, the 
system of accounts and financial management are brought 
into line with this classification. Thirdly, under each 
programme and for its operational subdivisions, action 
is taken to establish programme and work measures 
that are useful for evaluation of performance. Thus, 
"a performance budget is one which presents the purposes 
and objectives for which funds are requested, the costs of 
the programmes proposed for achieving these objectives 
and quantitative data measuring the accomplishments 
and work performed under each programme." 6 

In modern Governments, organizational responsibilities 
often cut across various functions. A most conspicuous 
example in many developing countries is presented 
by a ministry of public works. Such a ministry usually 
undertakes a variety of functional tasks, such as construc­
tion of school buildings, hospitals, roads and highways, 
irrigation projects, and housing. It would be much less 
meaningful if the activities of such an agency, for example, 
were expressed solely in money terms and, furthermore, 
if the financial outlay were classified only into terms of 
object categories. On the other hand, much more could 
be gained for management purposes if the several functions 
of such an agency were clearly segregated and individual 
programmes and projects were identified under each 
function. A classification such as this would also contri­
bute effectively to the over-all purposes of budgeting 

4 Bureau of the Budget, Measuring Productivity of Federal 
Government Organizations, (Washington, 1964). 

6 For a suggested detailed break down of programmes into 
activities, projects, subprojects, work units etc., see chapter II. 

6 Jesse Burkhead, Government Budgeting (New York, John Wiley 
and Sons, Inc, 1956), p. 142. 

by improving executive and legislative review and decision­
making and, further, by facilitating effective internal 
financial administration. 

When the system of accounting and financial manage­
ment is geared closely to the scheme of classification 
suggested above, a direct relationship can be established 
between programmes and their cost. The purpose of 
doing something and the cost of doing it are the twin 
considerations which are indivisible and indispensable 
to the most effective system of management. The caku­
lation of cost in such a system, however, must be conceived 
in terms of actual receipt and use of resources required 
for the completion of a given project. In many countries, 
government accounts are kept either on a cash or obliga­
tion basis. Such accounts, although they are very useful 
for purposes of accountability and appropriation control, 
indicate only the payments made or obligations incurred 
and do not measure the true cost of providing various 
public services. However, if they are properly related 
to programmes, such accounts can initially be used in this 
budgetary approach, pending refinement of the accounting 
system. 

Once the programmes and accounting data are inter­
related, the development of physical measurement data 
and of the performance indicators for each programme 
and its sub-divisions provide a total perspective for effec­
tive budget management. In the process of budget execu­
tion, control of expenditure acquires a purpose and the 
accountability for operational activities becomes much 
more meaningful. An integrated view of these three 
factors helps to shift the emphasis from macro-considera­
tions to micro-considerations in the appraisal and control 
of expenditures. The development of unit cost data and 
of productivity measures should. enable, over a period 
of time, the establishment of norms and standards for 
comparison purposes. The use of such norms or standards 
in budget management in turn can bring about economy 
and efficiency in public expenditures. When finance is 
one of the limiting factors in the growth of developing 
countries, the need to economize this scarce resource 
and to get most out of public expenditures becomes 
overwhelmingly self-evident and impelling. 

Between a plan and a programme and performance 
budget, there are certain structural similarities of form 
and common elements in the accounting for resource 
use. The basic features of a plan are its use, within a 
sector, of programines or projects as operational units. 
the emphasis on their physical inputs and results or 
benefits and on their cost in relation to benefits. These 
are also the attributes of a programme and performance 
budget, in which objectives are first formulated at the 
functional level and then broken down, for operational 
purposes, into terms of specific programmes, projects 
or activities. Similarly, just as outlays in a plan represent 
the cost of providing goods and services and not merel\' 
expected disbursements or obligations to be incurred. 
a programme and performance budget can also lend 
significance, with proper accounting support, to workload 
data by developing their cost. Thus, in both cases th• 
intent and direction of resource use, the expected \\:ork: 
load and its cost are related closely to each other. The,e 
similarities in form and operational orientation make 
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programme and performance budgeting particularly 
suited for plan implementation and evaluation of plan 
progress in developing countries. The data obtained from 
budget execution, both of a physical and financial nature, 
can, moreover, be helpful in the subsequent revisions of 
a plan or formulation of new plans. 

Adoption of a programme and performance budget 

Although the merits of a budgetary system based on 
programme and performance techniques are obvious, 
its introduction in practice must be approached with 
caution. Its total application assumes an existence of a 
number of factors or facilities. In its ultimate application, 
this approach involves a sound budgetary operation, 
financial discipline, skilled and responsible manpower 
both for budget formulation and execution, a frequent 
and efficient system of recording and reporting financial 
and physical data, and close co-ordination between various 
governmental agencies and the central budget agency. 
Some or all of these conditions may not exist in a given 
country. Their development must be given emphasis and 
continuing attention in considering and introducing the 
programme and performance techniques. 

In the adoption of programme and performance budget­
ing, it is best to introduce the various elements of this 
approach in an evolutionary and orderly fashion. For this 
purpose, a useful distinction might be made between 
programme budgeting and performance budgeting. In 
programme budgeting, the principal emphasis is on a 
budget classification in which functions, programmes, 
and their sub-divisions are established for each agency, 
and these are related to accurate and meaningful financial 
data. Performance budgeting involves the development 
of more refined management tools, such as unit costs, 
work measurement, and performance standards. Of course, 
the measurement of work, both in a physical and financial 
sense, presumes an already formulated set of work units 
which can be derived only when programmes and their 
sub-divisions are first established. In this sense, perfor­
mance budgeting is an all-inclusive concept embodying 
programme formulation as well as measurement of the 
performance of work in the accomplishment of pro­
gramme objectives. 

As a first step, therefore, the developing countries 
might find it desirable to emphasize the programme for­
mulation aspect of this approach to budgeting, and to 
establish a clearly defined pattern of organizational 
responsibilities. In doing so, the budget classification 
could be closely related to projects included in a develop­
ment plan. Such classifications of aims and responsibilities 
would contribute significantly to the over-all process of 
decision making. 

The next logical step would be to bring the system 
of accounting and financial management into line with 
budget classification. Improving accounting systems 
might take considerable time and may require extended 
training programmes to provide for the needed new skills 
in accounting. Here again, a cautious approach could 
initially, be adopted. In the beginning, accounts should 
be kept as simple as possible. Certain refinements such as 
accrual accounting and the allocation of overheads or 

depreciation might be deferred to a later stage unless 
such information is urgently needed for clearer decision­
making and better management. In the early stages, 
emphasis could be placed on planning and on providing 
prompt financial and related information for use in 
performance reporting so as to enable a comparison of 
actual results with original plans. As progress is made 
towards these objectives, the introduction of accrual 
accounting and the solution of more complicated 
accounting problems might be considered. Accrual or 
cost accounting could be applied either to all types 
of programmes or to such operations as commercial or 
industrial activities. 

A third and final step consists of the introduction of 
a system of measuring physical progress and performance. 
This would depend largely on the availability of relevant 
statistical data and, in many cases, such data may have 
to be developed. Each programme would present its own 
problems in terms of determining proper units of measure 
and meaningful indicators of performance. Some 
measurement units may correspond to an end product 
while in other areas they may simply be indicative of the 
work involved in producing an end product. A start 
could be made by initiating work studies in certain 
selected agencies or for selected programmes to identify 
appropriate units for measuring work performed. Grad­
ually the scope would be extended to cover other agencies 
and other activities. In government operations of a purely 
administrative type, personal services normally constitute 
the major item of cost. In such cases, effective control 
of staff is the major concern and might be dealt with 
satisfactorily through having broad measures of staffing 
and workload under each programme and activity 
classification. The application of a work measurement 
system may be desirable, however, when such activities 
are carried out at many locations. In such cases, a com­
parison of work measurement ratios at various locations 
may yield significant results. As another approach, a 
work measurement system might be initially applied to a 
development budget or services. In many countries, the 
bulk of plan expenditure is included in a development or 
capital budget, and the introduction of such a system 
of performance appraisal would not only improve plan 
implementation but would facilitate evaluation of plan 
progress. 

It must be remembered that the concept of a work 
measurement system as discussed above serves essentially 
as a tool of internal management. It measures the work 
completed by various agencies, but does not necessarily 
identify the final outputs nor the total benefits resulting 
from the work. The immediate and final impact of govern­
ment expenditures or services would be felt throughout 
the economy and it would be very useful to develop 
supplementary measures of such total contribution. 
Similarly, a work measurement system normally measures 
only the manpower costs and not the efficiency with which 
other factors of production are used in producing an end 
product or service. Such measures might also be needed, 
particularly in appraising the utilization of scarce 
resources. It must be recognized too, that the interpre­
tation of measurement data requires judgement and cau­
tion. Qualitative differences in performance do not lend 
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themselves easily to measurement. Quantitative measures 
must, therefore, be weighed carefully. 

Finally, it should be noted that in programme and 
performance budgeting the role of the object classi­
fication and the importance of financial accountability 
are not diminished. As has been pointed out before, a 
programme and performance budget would, if anything, 
strengthen the process of legislative review by providing 

additional material on programmes and accomplishments. 
Effective control over the use of available funds is still 
needed, and a properly conceived object classification 
throws significant light on the types of inputs used in 
programme execution. Essentially, there is no conflict 
between the programme and activity classification and 
other types· of expenditure classifications. The comple­
mentary nature of the various systems of classification 
is discussed in chapter II. 
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Chapter II 

CLASSIFICATIONS FOR PROGRAMME AND PERFORMANCE BUDGETING 

The establishment of budget classifications is one of 
the most important steps in government administration. 
Its importance stems from the fact that the basic classi­
fication structure provides the framework for decision­
making throughout the budget process. The classifications 
employed, therefore, must facilitate formulation of the 
budget in relation to policy objectives; effectively reflect 
in the budget what the government proposes to do with 
available resources; and provide an administrative control 
structure that will permit determining what has been 
done in relation to the budget approved by the legislature. 
The classification structure must serve these several 
purposes equally well; it follows that the same classifi­
cations must be used for budget formulation, presentation, 
and execution. 

For a programme and performance budget, the estab­
lishment of appropriate classifications assumes even 
greater importance. In this approach to budgeting, 
attention in the decision-making process is directed also 
to the nature of proposed work, its relation to policy 
objectives, planned performance, and its cost. This 
involves establishing appropriate relationships between 
long- and short-range plans and that segment of the 
plans that is proposed to be carried out in the annual 
budget. Those relationships must be clear for budget 
review purposes; and the administrative control structure 
in budget execution must serve not only accountability 
needs, but must show also the physical and financial 
progress being made toward the goals set forth in the 
approved budget plan. Furthermore, these data must 
be developed in terms most useful for administration 
and control at the various levels of management in 
government. 

Basic to a programme and performance budget is the 
establishment of programmes and activities that group 
work operations according to the way in which they 
contribute to the end products produced by government 
organizations. For purposes of overall consideration, 
the complete scheme of classification provides for use 
of a functional classification, which groups the pro­
grammes and activities in terms of the major purposes 
of government served by the basic work oper-ations. In 
total, therefore, the classification structure for a program­
me and performance budget involves the identification 
of: (~) functions - broad groupings of operations that 
are directed toward accomplishing a major purpose of 
government; (b) programmes - broad categories within 
~ fu_nction that identify the end products of major organ-
1zat1~ns; ~nd (c) activities - segments of a programme 
that 1dent1fy homogeneous types of work carried out by 

subsidiary organizations to produce the end products of a 
programme. 

Properly developed, such a classification scheme enables 
better balanced judgement and decisions at all levels 
of responsibility in government. The classification by 
function, for example, facilitates top level decision-making 
on the distribution of available resources in accordance 
with policy objectives and long range plans. Those by 
programme and acitvity relate financial requirements 
to end products and work performed by specific organ­
izations, which facilitates formulation of the budget 
in relation to long- and short-range goals; the_ review 
of work plans in relation to costs; and control over the 
performance of organizations in executing the authorized 
budget. 

To be meaningful and useful for decision-making 
purposes, the plan of classification for programme and 
performance budgeting must be tailored to the situation 
in the individual country. The functions, programmes, and 
activities must reflect the purposes to be served by the 
budget plan of the government concerned. While certain 
functions may be common among various countries, 
differences in programmes, activities, and the adminis­
trative structure make a uniform classification scheme for 
all governments impracticable. 

Functional classification 

A function may be defined as a major division of the 
total organized effort of government, which identifies 
distinct and separate services provided to the public -
such as national defence, education, health, or agriculture. 
A classification of this kind provides helpful information 
on purposes served by governmental expenditures, irre­
spective of the organization making the expenditure. 
This is accomplished by grouping programmes and 
activities of organizations according to the basic services 
provided, each of which has significance from the stand­
point of the duties and responsibilities of the government 
as a whole. Thus, a functional classification aggregates 
budget data to show the share of public expenditures 
devoted to each public service. Budget information sum­
marized in this way is more meaningful and informative 
for the general public. In the administrative processes of 
government, it is most useful for formulation, review, 
and implementation of broad policy objectives, and there­
fore is of primary interest for top level legislative and 
executive review. 

As indicated above, the term "purpose" relates to 
services provided rather than to the broad, long-range 
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policy objectives of government. The object of this classi­
fication is to utilize functional and subfunctional cate­
gories to aggregate governmental expenditures according 
to the immediate or short-run purposes served. Such 
expenditures might also contribute to the attainment 
. of broad policy objectives like promotion of economic 
development. If long-range objectives such as the latter 
were used as the base of the functional classification, 
it would be difficult to define significant categories 
that would be mutually exclusive. Moreover, there 
are few expenditures that could not be regarded as 
contributing in some way to economic development. 

The fact that most governments furnish certain common 
types of services has led to the identification of basic 
functional and subfunctional categories that can be 
adapted or modified as required by circumstances in 
individual countries. This already has been described 
in A Manual for Economic and Functional Classification 
of Government Transactions,7 which sets forth a functional 
classification in relation to a scheme for economic classi­
fication, for the purpose of bringing together meaningful 
data that are essential to developing economic and social 
policies. That document outlines the two schemes, and 
demonstrates how they are combined to form an "economic 
functional classification". It fully describes a series of 
functional categories and the problems that are encoun­
tered in establishing such a classification .. The manual 
points out that a functional classification provides 
information that permits analyses of the priorities involved 
in various types of governmental expenditure for decisions 
on the desirability of spending more or less on a particular 
service. 

The manual for economic and functional classification 
has been the subject of discussion at a series of budget 
workshops held at regional commission headquarters in 
Bangkok in 1957, in Santiago in 1959 and 1962, at 
Addis Ababa in 1961, at Costa Rica in 1963, and at 
an interregional workshop in Copenhagen in 1964. 
It has been used as a base for gradually developing func­
tional classifications suited to the needs of the various 
regions and countries. The Central AmericanWorkshop, 
for example, recommended the development of a standard 
functional classification for Central American countries, 
along the following lines : 8 

Functional classification of government transactions 

General services 
General administration 
Justice and police 
General research and scientific services 

Defence 

Social and community services 
Education 
Health 
Social security and special welfare services 
Community services 

7 United Nations publication, Sales No. : 58.XVI.2. 
s See Report of the Workshop on Budgetary Classification and 

Management in Central America and Panama (ST/TAO/SER.C/66). 

Economic services 
Agriculture and non-mineral resources 
Fuel and power 
Other mineral resources, manufacturing and con-

struction 
Transport, storage and communications 
Other economic services 
Multi-purpose projects 

Unallocable expenditure 

This kind of a classification is employed for aggregating 
programmes and activities by the government purposes 
served in most countries that have adopted the programme 
and performance budget. This is true in most Central 
American and South American countries, and in many 
countries of Africa, Asia, and the Far East. It is also 
employed in the Philippines and the United States, 
as reflected in appendices A and B. 

Appendix A sets forth the functional classification 
prescribed by the Philippine Government, and reflects 
the distribution among functional categories of pro­
grammes and projects carried out by specific organization 
units of the Department of Public Works and Communi­
cations. This illustrates how a functional classification 
serves to bring together the expenditures for a given 
service, regardless of the organizational units responsible 
for providing parts of that service. This segment of the 
total classification scheme of the Philippine Government 
shows, for example, that the activities of the Department 
of Public Works and Communications are classifiable 
in ten of the fourteen functional categories. Thus, this 
approach permits a summation of total governmental 
effort by major purposes served, in contrast to the con­
ventional budget, where the division by departments 
does not give a full picture of the total effort in any one 
functional area. In this connexion, it should be recognized 
that even though a number of organizations may contri­
bute to an individual service or function of government, 
this does not imply that departmental responsibilities 
should be changed to conform to functional categories; 
rather, it emphasizes the need for providing a classifi­
cation of departmental expenditures according to the 
purposes served. 

The usefulness of the functional classification for budget 
presentation and review is demonstrated in exhibit 1 of 
appendix B. In the United States, the President's message 
that accompanies the detailed budget submitted to 
Congress is prepared in terms of major functions and 
subfunctions. In total, it presents the President's plan 
of operations for the budget year, with the narrative 
discussion highlighting the organizations responsible 
for carrying out the programmes and activities that are 
combined under each function, the broad objectives 
being sought, major issues, and the related financial 
requirements. 

Exhibit 1 of appendix B reflects the total budget 
expenditures proposed for fiscal year 1962, broken do~\'n 
by the major functional categories used by the United 
States at that time. It also includes an excerpt of the 
total message relating to the Natural Resources function. 
which shows a subfunctional break down of the total 
expenditures for Natural Resources, and identifies the 
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major agencies that carry out the supporting programmes 
and activities. The portion of the supporting narrative 
discussion that is reflected in the exhibit is indicative of 
how the functional presentation can be used to outline 
broad objectives and financing requirements, and to 
provide a setting for the detailed presentation of agency 
plans, costs, and requirements in the detailed appropria­
tion requests. The expenditure data for summaries of 
this kind are derived from a functional coding of the 
appropriations that present the programmes and activities 
carried out by the various operating agencies and depart­
ments. In this manner, financial data for each element 
of the work plan in the United States budget is summarized 
into the major services provided by the government. 

Programme classification 

For a programme and performance budget, a pro­
gramme is the highest level of classification of work 
performed by an agency in carrying out assigned respon­
sibilities. It is used to designate that portion of the work 
that produces an end product or service which is repre-. 
sentative of the purposes for which an agency is estab­
lished. As such, it generally reflects the responsibilities 
of major organizational units, and represents a grouping 
of activities that is of significance from the standpoint 
of the agency's substantive responsibilities. The program­
me classification furnishes a framework for developing 
an agency budget, and a broad basis for review of pro­
posed plans, estimates of requirements, and progress 
of work in relation to approved plans. For purposes 
of government wide consideration, a programme is 
established within a functional area to identify its rela­
tionship with one of the basic services of government. 

Differences in organizational structure and in the nature 
and scope of assigned operations in individual govern­
ments result in a considerable degree of variation in 
programme classifications. A thorough examination of the 
authorities and responsibilities of individual departments 
or agencies, and the organizational arrangements for 
carrying out assigned operations, generally will provide 
the basis for establishing the most appropriate classi­
fications and their relationship to government wide 
~unctions. Once the total effort of an agency is divided 
mto programme categories, it is essential for management 
purposes to clearly identify the organizational location 
of responsibility for carrying out an identified programme. 

As indicated above, a desirable characteristic of a 
prog:a1?me _is that it produces an end product - one 
that Is identifiable and measurable. This is more feasible 
for some programmes than it is for others. A highway 
programme, for example, can be measured by the mileage 
of road constructed; while the end product of a medical 
research programme may be difficult to identify and 
measu:~· The la~k of a measurable end product should 
not militate agamst the establishment of a programme 
tha~ otherwise meets the criteria of providing a suitable 
basis f?r planning, reviewing budget proposals, and 
evaluating performance against plans. 

In some agencies, it may be found that the total work 
assigned to the organization is so limited and interrelated 
that a break-down into more than one programme is 

undesirable. Or, programmes with the same basic purpose 
and end product may, for otherwise good reasons, be 
carried out by separate organizations. In such cases, 
care should be taken to identify the separate programmes 
in a manner that will properly disclose their relationship. 
In other agencies, a logical programme may be divided 
into two or more segments because of such reasons as 
the relative importance of some parts of the work, 
or the need for special methods or skills. For instance, 
vocational education in the Philippines is treated as a 
single programme. In another country, the size and 
nature of that programme and the way in which it is 
conducted may make it preferable to identify trade and 
industry education, training in home industries etc., 
as separate segments of vocational education. In such 
complex programme situations, it may be desirable to 
establish separate elements of the programme as sub­
programmes. In each application of the programme and 
performance budget, therefore, the establishment of 
programme categories requires careful study and the 
exercise of sound judgment, so as to produce a classi­
fication that is most meaningful for that country. 

By way of example, exhibit 2 of appendix B sets forth 
the budget presentation of the International Boundary 
and Water Commission, a constituent unit of the Depart­
ment of State in the United States. It consists of three 
appropriations, which have been established in terms 
of the programme responsibilities of the agency. The 
first appropriation finances the general administration 
and developmental responsibilities of the agency; the 
second, the operation and maintenance activities; and 
the third, the construction programme. Each of these 
encompasses a set of activities; and, by reference to 
exhibit 1, it can be seen that all of them are classified 
under the Land and Water Resources subfunction of the 
Natural Resources function. Thus, the programme classi­
fication in a programme and performance budget provides 
the link between the broad governmental services shown 
in the functional categories, and the activities that reflect 
the work plan of the operating agencies. 

Activity classification 

An activity in a programme and performance budget 
may be defined as a division of the total effort under 
a programme or subprogramme into reasonably homo­
geneous type of work - the purpose of which is to 
contribute to the accomplishment of the end product 
of a programme. It represents a grouping of work 
operations or tasks that generally are carried out by 
lower level administrative units within an organization 
in order to attain the programme goals and objectives 
of the agency. 

Activities in a programme and performance budget 
serve as the focal point for management, providing the 
primary basis for developing and presenting the budget, 
and for accounting and reporting on budget execution. 
The distinctive feature of an activity is that it represents 
a grouping of work operations or tasks that is useful 
to agency officials for management decisions and perfor­
mance analysis. To be of maximum value for these pur­
poses, it is desirable that activities be capable of some 
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form of statistical measurement- in such terms as work­
load, employee utilization, unit costs etc. Such measure­
ments, however, should be developed on a practical basis 
in relation to the specific needs of management for evalua­
tion of work performance under an activity. There is 
no standard form of measurement required for every 
activity in a programme and performance budget. 

An examination of the organizational structure, and 
the assigned responsibilities, work processes, or tasks 
of an agency will suggest the most appropriate sub­
divisions of a programme. The activities can be broad 
or narrow in coverage, depending upon the nature and 
size of the programme, the work involved, and the 
management needs to be met. In some cases, these 
factors will make it desirable to identify the subsidiary 
work processes or tasks that are employed to carry out 
broad activities. To cite contrasting illustrations, the 
single programme of the United States Internal Revenue 
Service - the administration of Federal tax laws -
was recently reflected in two activities, with a total of 
fourteen subsidiary work operations; the same pro­
gramme in the Philippine budget has been presented 
in terms of four activities : 

Activities of the United States Internal Revenue Service 

(a) Revenue accounting and returns processing 
(i) District manual operations 
(ii) Service centre automated operations 

(iii) Statistical reporting 
(iv) Internal audit and security 
(v) Executive direction 

(b) Securing and maintaining compliance with tax laws 
(i) Audit of tax returns 

(ii) Collection of delinquent accounts and secur-
ing delinquent returns 

(iii) Tax fraud and special investigations 
(iv) Alcohol and tobacco tax regulatory work 
(v) Taxpayer conferences and appeals 
(vi) Rulings, technical planning, and special 

technical services 
(vii) Legal services 

(viii) Internal audit and security 
(ix) Executive direction 

Activities of the Philippine Bureau of Internal Revenue 

(a) Tax ruling and other legal services 
(b) Tax assessment 
(c) Tax collection 
(d) General administration 

The number of activity categories should be kept at 
a minimum, consistent with the need for sound appraisal 
of work progress under a programme. Performance 
analysis should not be unduly complicated by dividing 
a programme into numerous categories that may compli­
cate rather than facilitate effective budgeting, reporting, 
and performance analysis. ln all cases, however, the 
activities in total should cover all work carried out 
under a programme. It is also important that where a 
single type of activity is common to more than one 

programme, it should be identified in a consistent manner 
under each programme. This holds true, too, where 
work operations are identified under broad activities. 
For example, the United States illustration above shows 
- by means of identical titles - the internal audit 
work chargeable to each of the two activities. 

Basically, to meet most efficiently management needs 
in developing, presenting, and executing a budget, each 
activity category should reflect the work efforts of a 
complete organizational entity. In other words, the 
activity classifications should coincide with the organiza­
tional structure of an agency, so that a single set of 
workload and financial data will serve the needs of 
control and performance evaluation under each classifi­
cation. In those cases where attempts to identify mean­
ingful programme sub-divisions do not satisfy these 
objectives, the activity categories can be adapted to 
existing organizational arrangements as a step to meet 
immediate needs. Subsequently, action can be taken to 
provide the most appropriate presentation and relation­
ship - either by development of more suitable activities 
or by improving the organizational structure. Throughout 
this effort, it should be recognized that the basic objective 
is to identify the costs of programme activities and 
organizational performance on the most practical basis 
- in a form that is suited to management requirements. 

On the other hand, the cost of work operations of 
an overhead or service nature - like executive direc­
tion and general administration - should, ideally, be 
distributed among the programme sub-divisions served. 
The ultimate objective in a programme and performance 
budget is to identify the full costs of each programme 
category, including both direct and indirect costs. The 
United States and Philippine examples above illustrate 
different approaches to this problem. In the Philippine 
presentation, the overhead costs of general administration 
are not distributed; while the costs of executive direction 
in the United States schedule are spread between the 
two activities. Either practice can be used - the United 
States practice in this case reflects a refinement that 
provides more accurate disclosure of the total costs of 
an activity. It might be noted that this is a recent develop­
ment. In earlier presentations of the United States 
Internal Revenue Service budget, all executive direction 
costs were shown as a separate activity. 

Object of expenditure classification 

Under the traditional form of budgeting in government 
the primary classification of data generally used ro; 
review and analysis of fund requests and for control of 
operations is the classification by object of expenditure 
i.e., the things to be purchased with appropriated funds'. 
In programme and performance budgeting, the emphasis 
in review, analysis, and control is shifted to the things 
to be accomplished - the planned programmes and 
activities. The classification by object of expenditure is 
still retained, however, as a secondary classification 
supporting the programme and activity presentation'. 
As such, the object categories provide a standard basis 
for the classification of items being purchased by all 
agencies, regardless of the purposes for which those 
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objects will be used. In use, the object classification 
furnishes a base for developing estimates of requirements, 
permits a review of the character of actual and planned 
purchases, and provides data useful for making economic 
analyses. 

While classifications by object of expenditure in 
different countries follow a generally consistent over-all 
pattern, they may vary in the number and detail of the 
categories employed. The budget presentation at the 
Federal level in the United States embodies the following 
object classification : 

United States uniform classification by objects 

Personal services and benefits 
Personnel compensation 
Personnel benefits 
Benefits for former personnel 

Contractual services and supplies 
Travel and transportation of persons 
Transportation of things 
Rent, communications, and utilities 
Printing and reproduction 
Other services 
Supplies and materials 

Acquisition of capital assets 
Equipment 
Lands and structures 
Investments and loans 

Grants and fixed charges 
Grants, subsidies, and contributions 
Insurance claims and indemnities 
Interest and dividends 
Refunds 

Regardless of differences between countries, however, 
a uniform classification such as this facilitates the 
determination of requirements under programmes and 
activities within an individual country. To illustrate : 

(a) The cost of personal services for a planned activity 
may be estimated by multiplying the number of employees 
needed within a homogeneous group by the average 
salary currently paid to such a group of employees. 

(b) The estimated cost of an object that bears a 
direct relationship to employment - e.g., travel expenses 
- may be developed by multiplying the anticipated 
average employment by the average travel cost per 
employee experienced in recent years. 

(c) The estimated cost of objects that are not directly 
related. to personal services, such as objects required 
for maintenance and repair of facilities and equipment, 
may be developed by using past experience on the 
relationship of maintenance and repair costs to the 
ori~nal cos~ or value of the specific types of facility or 
eqmpment m use. 

(d) The_ estimated cost of objects like printing and 
reprod1;1ctton - for which an average unit price can be 
asce~med :-- may be developed by multiplying the 
qu_ant1ty es~1mated to be needed by the average unit 
pnce experienced in the past. 
Thus, while the object classification in programme and 
performance budgeting is not the basis for presenting 
budget plans and proposals, it is useful in developing 

estimates of requirements under programmes and 
activities, and can be of assistance in detailed manage­
ment of operations. 

In the United States budget, data by object class are 
required at the appropriation level, to permit develop­
ment of analyses of the economic impact of government 
operations, and review of the character of actual and 
planned purchases for the programmes and activities 
presented in the work plan. In the Philippine application, 
the object classification is incorporated in the fund 
control process, where allotments are categorized accord­
ing to personal services, maintenance and other operating 
expenses, and equipment. 

In both cases, however, the object classification 
identifies the inputs required for work involved in 
planned programmes and activities. As such, it is a base 
classification that can serve as a link between government 
purchases and over-all economic categories, thus contri­
buting to economic classification and analyses; it furnishes 
a uniform basis for review of fund requirements for 
work and programme outputs at various levels of 
management; and it provides operating managers with 
a subsidiary basis of control - as appropriate to the 
programmes and activities being carried out. 

The various types of classifications - functional, 
economic, programme and activity, and object - can 
be related to and reconciled with each other, given a 
common basis of recording transactions. An integrated 
use of these classifications enhances their value for an 
appraisal of government transactions and for policy­
making purposes. The problems arising in such a recon­
ciliation, together with a tentative statement on their 
interrelations, were discussed in a Secretariat paper 
submitted to the Inter-Regional Budget Workshop held 
in 1964. 9 

The application and use of object classifications in 
a programme and perfonnance budget in individual 
countries will vary according to economic analysis needs 
and the programme and financial planning and control 
practices employed. It will depend upon $UCh factors 
as the economic problems to be dealt with, the kinds 
of operations conducted, practices followed in the 
delegation and assignment of responsibility, and the 
degree of financial control exercised at the yarious levels 
of management. 

Classification of capital outlay 

A basic aim of programme and performance budgeting 
is to develop classifications that are appropriate for the 
measurement and evaluation of performance in relation 
to assigned responsibilities. To attain that objective in 
an equitable manner, it is desirable to exclude from 
operating programmes and activities those outlays that 
are of an extraordinary nature, i.e., outlays that will 
provide a benefit over a lengthy period - for example, 
more than a year. This is particularly true if the financial 
data are recorded on a cash or obligation basis, where 

9 The Links Between Economic and Functional Classification of 
Government Transactions and Classifications in Programme and 
Performance Budgeting (IBRW.1/L.9). See also Report of the Inter­
Regional Budget Workshop (ST/TAO/SER.C/70). 
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the total outlay would be recorded against the programme 
or project in one accounting period. For example, if 
the obligations incurred or disbursements made in 
building a new school one year are charged to the 
operating cost of an educational programme, the cost 
per student enrolled in that year will not be comparable 
to the cost per student enrolled in the following year. 
In such situations, performance data on past, present, 
and future programmes in the same field cannot properly 
be analysed in relation to each other. Similarly, the 
unit costs or total costs of otherwise comparable pro­
grammes and activities would have little comparative 
value and could not equitably be used as a basis for 
management decisions. 

For best results, therefore, capital outlays in a pro­
gramme and performance budget under the conditions 
outlined above should be separated from current outlays 
and treated as distinct programme or activity classifica­
tions, as appropriate to the nature of the work involved. 
Care should be taken in such cases to identify current 
and capital outlays that serve the same purpose by 
the same title, to enable proper understanding of their 
relationship. 

Where a country employs a separate capital budget, 
problems of this kind may be resolved in part by segrega­
tions already being made, or by other practices being 
followed under the budget procedures of a particular 
country. Depending on the nature of the segregation 
already required, for example, this problem may be 
of little consequence in a country that employs a separate 

Operating categories 

Programme : An instrument for perform­
ing functions by which goals could be 
set and undertaken, in principle, by 
high-level administrative units. 

Subprogramme : A division of complex 
programmes to facilitate execution 
in a specific field for which partial 
goals could be set and achieved by 
specific operating units. 

Activity : A more limited division of 
actions toward goals of an operating 
programme or subprogramme, in­
volving processes for which an inter­
mediate or lower-level administrative 
unit is responsible. 

Tasks: A specific operation forming 
part of a process aimed at achieving a 
particular result. 

From the above, it will be noted that the sub-divisions 
of programme categories differ in the two groupings. 
In the operating group, the next lower sub-divisions 
are activities and tasks, while the comparable categories 
in the investment group are projects and works. These 
distinctions help to clarify variations in terminology 
like those apparent in the Philippine and United States 
examples used in this manu~l. ~his apl?roach has further 
merit for developing countries, m that 1t more ac~urately 
reflects differences in the components of operatmg and 

capital account which is linked in the over-all budget 
with a current account. On the other hand, in a country 
like the United States - where capital and current 
accounts may be combined, and financial transactions 
are charged against activities on a cost basis (see chap­
ter III) - a complete separation of capital outlays may 
not be necessary, because the benefits of the outlay 
are charged to the activity in terms of use. Even in such 
cases, however, it may be desirable to identify separately 
the amount of capital outlay involved in a given account­
ing period for other analysis purposes - such as an 
evaluation of the desirability of such outlays in either 
of two competing programmes. 

GUIDES FOR CLASSIFICATION 

The consideration of classification problems by United 
Nations Budget workshops held in recent years showed 
the desirability - particularly in developing countries 
- of separating operating programmes intended for the 
production of services from investment programmes 
directed toward the production of capital goods. It was 
suggested also that standardized terminology and defi­
nitions of the programmes and component categories, 
and the supporting object classification, would be helpful 
for use as guidelines in setting up budget categories that 
can be co-ordinated with medium-term investment plans 
and long-term economic development plans. As an 
example, the workshops identified the following terms 
and summary definitions for the programme sub-divi­
sions: 

Investment categories 

Programme : An instrument for estab­
lishing targets to be achieved through 
an integrated set of investment pro­
jects. 

Subprogramme : A division of complex 
programmes covering specific areas 
in which investment projects are 
carried out. 

Project : A series of works in an invest­
ment programme or subprogramme 
for formation of capital goods, which 
are carried out by a production unit 
capable of functioning independently. 

Works: A part of a stage in formation 
of a capital good that is a segment 
of a project.10 

investment programmes, and can promote better under­
standing and consistency across country lines. For 
convenience of presentation in this manual, however, the 
term "activity" is used to refer to a sub-division of a pro­
gramme, regardless of its operating or investment nature. 

10 For more complete discussion and guides for object classi­
fication, see Report of the Workshop on Budgetary Classification 
and Management in South America (ST/TAO/SER.C/58); and 
Report of the Workshop on Budgetary Classification and Management 
in Central America and Panama (ST/TAO/SER.C/66). 

10 -
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CHART OF FUNCTIONAL CLASSIFICATION OF GOVERNMENT ACTIVITIES 

I. ARRANGED BY DEPARTMENT AND AGENCY, PROGRAM AND PROJECT, AND FUNCTION 

Department and Arency 

8. DEPARTMENT OF PUBLIC WORKS 
AND COMMUNICATl<'NS 

(1) Office of the Secretary_. ____ _ 

1 Irrigation Service Unit __ 

2 Radio Control Division_ 

! National Planning Com-
mission. ___ . _______ _ 

(2) Bureau of Public Works _____ _ 

FUNCTION 
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--- -------- -------- ----
I. General Administration and Staff 

Services _________________________ ··--- x ________________________ ---- ---- ---- ---- ----
1. Technical Staff Services ___________________________________________ ---- _______________ _ 
2. Subvention to Steamship Com-

panies ___________________ __ ___________________ ---- ________ ------------------------
3. General Administration .. ______ ·--- ________ ··--· ____________________ ---· ________ ---- ___ _ 

I. Control and Supervision over 
Irrigation Pump Systems __________________________ ---- ____ x ---- ---- ---- ---- ---- ----

1. Installation and Supervision of Pump Units _____________________________________________________________ --·· ___ _ 
2. General Administration--.----- ____________________ ---- ____ ---" ---- --- - ---~ ---- ---- ----

I. Enforcement of Radio Laws and 
Regulation _______________________ -------------------------------- x ---- ---- ---- ----

1. Licensing of Radio Stations and 
Radio Operators ___________________ ------------------------------------------------

2. Inspection and Investigation 
of Radio Stations ________ __ _____ ___ ---- ________ ---- ____ ---- ---- ---- •..• ---- ---- ----

3. Monitoring Service. __________________ ---- ________ ---- ____ ----------------------------
4. General Administration _______________ ---- ________ ------------------------------ ------

I. Regional and Local Master Plan-
ning for Physical Development_ __ ___ ____ x ________ ---- ---- ---- ---- ---- --·- ---- ---- ----

1. Pl~n!1!ng and Regulating Ac-
tiv1ties .. __________________ ---- ---- -~-- ---- ---- ---- ---- ---- ---- ---- ---- ---- ---- ----

I. Field Surveys and Plan Prepara-
tion------------------------ ____________________________________________________ --- · 

1. Irrigation ___________________ ---------------- ____ ----____ x _______________________ _ 
2. Buildings________________ ____ x x x ---- ____ ____ ____ x x x ____ x x x 
3. River Control and Drainage __ _ ____ ---- __ . ---- ___ _ ________ x _______________________ _ 
4. Port Facilities __ .. __ .. - - .. - - - .... - . _. _ - . _ .. - - _. _. _. _. _ _ _ _ _ _ _ _ _ _ _ _ x _______________ _ 

II. Oper!'-tion, ~faintenance and Re-

l. ~~:a~ti~~~~::::::::::::::::: :::: :::: :::: :::: :::: :::: :::: ·x-· _______________________ _ 
2. Bu1ldmgs ______ _____________ X X X ---- - --- ---- ---- X X X X ·X X 
3. River Control and Drainage. __________ ____ '-. ____ __ . _ _ _ _ _ _ _ x ___________ . ___________ _ 
4. Port Facilities __________ ____ __ ___ ________________________________ x _______________ _ 
5. Equipment ... ~----------- - -- ... . ___________ __ ___________________ --· ·· x ___________ _ 
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CHART OF FUNCTIONAL CLASSIFICATION OF GOVERNMENT ACTIVITIES 

I. ARRANGED BY DEPARTMENT AND AGENCY, PROGRAM AND PROJECT, AND FUNCTION 

FUNCTION 

Department and Agency Program • nd Project 

IV. Construction*----------------- ______________ _ 

2
1. Irrigation _______________________________ ---=-------------~--========----·-----------

. Buildings __ ,..-~-------------- x x x ---- ---- -- ··- '"C x x ----- ---- ---- ----
3· River Control and Drainage. ______________ -= = • - • - • - - • • • - • • . ~ · · - - x x x 
4. Port Facilities ______ .. _ ... ______ _______ .. _ .. __ : __ = : = =: : : : : : : = ~ __ .. _____ - ;- - - - - - - .. - - - - -........... ---- ---- ----

V. Acquisition of Equipment" __ .. ____________ .. ···- ---- ---- ---- ·--- --·· -·-- X 1. Equipment Purchases. __________________ _ ---- ---- ---- ---- ---- ---- ---- ---- ---- ---- ----

(3) Bureau of Post..~------------- I. Mail Services __________________ . x 
1. Surfa Ma'l --- ---- ---- ---- -·-· ---- ---- ----. ---· ·--- ---- ----
2. Air M~il--~-====.============ ==== ==== ==== __ :: ==== ==== :::: ==== =--- ---- ---- ---- ---- ------- ---- ---- ---- ---

II. Money Order and Telegraphic 
Transfer Services. ___________ _ 

1. Money Order Service_________ ·--· ---- ---- ---· ---- ---- ··--- X ---- ---- ---- _______ _ 
2. Telegraphic Transfer Service _ _ - - - - - - - - - - • • • • • • - • - • • - - • • - - • • • - • - - - - - • - • - - - - - - - • - ---- ---- ---- ---- ---- ---- ---- -- - --- ---- ---- ---- ---- ----

III. Postal Savings Bank Service ____ _ 
1. Bank Operations ______________ ::::===:========:::::===::::====--~------------------------------------------

IV. General Administration __ . _______ _ 
1. General Administration -- ---- ---- ---- ·--- ---- ---- ---- ---· X ---- ---- ---- ___ _ 

------- ......... ---- ---- ----- ---- ---- ---- -- - --- ---- ---- ---- ---- ----
(4) Bureau of Telecommunications I. Operation of Government Tele-

communication Services ______ _ 
1. T€legraph, Telephone and Ra- ---- ---- ---- ---- ---- --·- -·-- ---- ---- X ---- ---- ---- ----

dio Services_ _ _ 
2. Transmission Lines --- -=== ==== ==== ==== :::: ==-= ---- ---- ---- ---- ---- -=-· 

II. Operation of Government Telc-
phonP. System ____________________ . x 

1. Government Telephone System ___________________ - ·--- =--- ---- ·--- ---- ---- ---- ----- ---- ---- ---- ---- ---- .......... ----

• Capital Outla:,a 
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CHART OF FUNCTIONAL CLASSIFICATION OF GOVERNMENT ACTIVITIES 

I. ARRANGED BY DEPARTMENT AND AGENCY, PROGRAM AND PROJECT, AND FUNCTION 

Departmmt and A1l!llcY 

(5) Bureau of Public Highways .. 

FUNCTION 
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Ill. GonQral Administration _____________________________________________ x _______________ _ 

l. General Admini:;tration ______________________________________________________________ _ 

IV. Exteooion of Government Tele-
eommunication Services•------ ____________________________________ x _______________ _ 

1. Telcgra:_1h, Telephone and Ra-
dio Services ______________________________________________________________________ _ 

2. Transmission Lines __________________________________________________________________ _ 

V. Extension of Government Tele-
phono System•----------•--- ____________________________________ x _______________ _ 

1. Governm•mt Telephone System _______________________________________________________ _ 
2. Government Telephone Sys­

tem (conversion of manual 
to automatic telephone sys-
tem)--------------------- ____________________________________________ ---- _______ _ 

I. Field Surveys and Preliminary 
Plan Preparation ____________________ . ________ . ___________ . __ . _. _ _ x _____ . _______ . __ 

1. National Roads and Bridges. ___________ ______________________________________________ _ 
2. Provincial Roads and Bridges _________ ____________ ___________________________________ _ 

II. Maintenance and Repair Services _____________________________________ x _______________ _ 
1. National Roads and Bridges __________________________________________________________ _ 
2. Provincial Roads and Bridges ________________________________________________________ _ 

III. OJ)Pration of Equipment Depots, 
Laboratories and Quarries ______________________________________ ---- x ---- ---- ---- ----

1. Heavy Con~truction Equip-mE'nt and Shops ________________________________________ •--- _______________________ _ 
2. Los Bail.as Quarry _______________________________ _ ___________________________________ _ 
3. Research and Testing ________ _ _______________________________________________________ _ 

IV. General Administration _____________________ ------------------------ x ---- ---- ---- ----1. Field Supervision ___________________________________________________________________ _ 
2. GenE,ral Administration _______ ---- ________ --------------------------------------------
J. Toll Bridges._. ___ .. _. ___ ._. _____ . ______ . ____ . ____ . __ . ____ ______ . ______ .. ____ .. ___ . __ 

• Capital Outlan 



CHART OF FUNCTIONAL CLASSIFICATION OF GOVERNMENT ACTIVITIES 

I. ARRANGED BY DEPARTMENT AND AGENCY, PROGRAM AND PROJECT, AND FUNCTION 

FUNC1l0N 
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V. Construction, Reconstruction and 

Improvement• ...................... ____ . .. . ... . .... ... . .... ... . x ..... ___ ....... . 
1, National Roads and Bridges ... ____ .... ________ -·-- .... ·-----·- ..•. --·- •••• -- -· ____ •••• 
2. Provincial Roads and Bridges ..... ____________________ .... --·- ---· .... ·--- ____ --·· ..•. 
3. Municipal Roads and Bridges ................. --·- ____ ·--- ________ ..•• ·--- •.•••••• --·· 
4. Toll Roads and Bridges ........... ____ --·----·---·---· ..•.•.•••••••••• --·-·-·- •••••••• 
5. Equipment Shops ........................ ____ ............ ____ ..............••..•.•••• 

(6) Bureau of Land Transporta-
tion -----·----·····------

VI. Acquisition of Equipment•.......................................... x ............... . 
1. Equipment Purchases ................. ---· ____ .... ___ _ .... ____ .....................••. 

I. Administration of Motor Vehicles 
Laws ............................................................ X •••••••••••••••• 

1. Recording Registrations and 
Llccn'les ·-·····-···--····· .... -·-- ...............•...•....•••••••••••••••••••••••• 

2. Policy Guidance and Consult-
ativo Services ............................ _ ........ _ .............. _ ........•...•• _. 

3. Compliance and Enforcement 
Activities ......................... ____ ··-- ____ .... -·-- .. · _ .... ________ ..........•. 

4. General Administratio!l ...... · .............. . .............. ____ .... ____ ........ ____ ... . 
(7) National Waterworks and 

Sewerage Authority ...... . I. Field Surveys and Preliminary 
Plan Preparation ..................... . ... ____________ ............ ____ .... ____ x ___ _ 

1. Waterworks ..................... ·--- .... ·-·- ..............................•••••••••• 

II. Operation, Maintenance and Re• 
pair Servic1Js .............. ________ .. __ .. __ __ . ____ . ____ .. __ . ___ ... ___ . _ _ _ _ _ _ __ x ... . 

1. Artesian Wells ........................................... ·- -- ............ --·- •••• -- ·~. 

III. Genllral Administration . . ..... .. ............ ____ ..............................•. x ... . 
1. General Administration ............... ____ ............ -·-- ..................•••.•••••• 

IV. f°w~i~~~k: ··-·-···=·=····-: -··· -·- · --·· ··-- ···- •••• -··· ···- ••..•••••••• ·-·· - x - •••• 
2. Artesian Wells .................. . ··-- ........ ____ --·- .... ____ .... ________ .... ____ ..•• 

V. Acquisition of Equipment•---- - - .... ____ .... .. .. ________ -·-- ........ ____ ......•. x ---~ 
1. Equipment purchases ......... ___ __ _______ ........ __ __________ .... ____ ............... . 
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(8) Civil Aeronautics Adminis-
tration.. _____ . __ • __ ------ .. I. Administration of Civil Aviation ____________ _ ________________________ x _______________ _ 

1. M·•int .. n ·ncP :ond Operation of 
Nathnal Airports __________________________________________________________ --------

2. Mai!1~n'l.~ce ~ni O~c~t_ion of 
Air Nav1gati'ln Fac1ht1es _________________ . _______________________ ---- ________ ---- ----

3. General Administration _______ .... ________________________________________________ ----

II. Con~tructi'ln of Airports :md Air 
Navigation Facilitie.~ •------·- ____________ ---- ____ ---· ____________ x ---- ---- ---· ----

1. Con.~truction of Airports and 
Air Navigation Facilities ________________________________________________________ ----

(9) Weather Bureau _______ ____ _ I. Weather and Allied Services . _ ... ___ . . ___ . _ _ _ . __ . ______ . - ___ . __ . _ x . _ . _ . _.. x . _ .. _. __ 
1. Meteorological, Astronorni~al, 

Geo-physical and Reh.tea 
Services .. ____ .. . . _ .. _. __ .. ___ . _. __ . _.. _ _ _ _ _ ___ . . . . ________ .... _. - . ___ . _. _. __ . __ ... 

2. General Administration ________________________________________ ··--- ______________ __ ___ _ 

(10) Public Utilities Commission -- I. Authorization and Regulation of 
Public Utilities ___________________________________ ---- ____ ---- x ---- ---- ---- _______ _ 

1. Certification of Public Con-
venience and Necessity _________ __ ______________ ---- ____ ... ___________ _ ___________ _ 

2. Inspection of Industrial Public 
Utilities _______________________________ ---- ____ --- - --- - ------------------------ ___ _ 

3. General Administration ___________________________ ---· _______________________________ _ 
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Appendix B, Exhibit 1 

BUDGET OF THE UNITED STATES 

Message of the President 

REv:iEW OF AUTHORIZATIONS AND EXPENDITURES BY MAJOR FUNCTIONS 

The remaining sections of this message discuss the budget and 
legislative proposals for 1962 in terms of the functions they serve. 
In the following table, estimated expenditures for 1962 are compared 
with the actual figures for 1960 and the current estimates for 1961 
for each of 9 major functional categories. 

The expenditure total for 1962 includes an allowance for contin­
gencies, which is intended to provide for unforeseen developments 
in existing programs and for programs proposed in this budget but 
not itemized separately. 

Budget expenditures 

[Fiscal years. In billions] 

Function 

Major national security 
International affairs and finance . 
Commerce, housing, and space 

technology . 
Agriculture and agricultural re-

sources 
Natural resources . 
Labor and welfare 
Veterans services and benefits 
Interest 
General government 
Allowance for contingencies 

TOTAL 

Deduct interfund transactions (in­
cluded in both receipts and ex­
penditures) 

BUDGET EXPENDITURES 

• Less than $50 million. 

1960 
actual 

$ 

45.6 
1.8 

2.8 

4.8 
1.7 
4.4 
5.1 
9.3 
1.7 

77.2 

.7 

76.5 

MAJOR NATIONAL SECURITY 

1961 
estimate 

$ 

45.9 
2.3 

3.8 

4.9 
2.0 
4.5 
5.2 
9.0 
2.oa 

79.6 

.7 

78.9 

1962 
estimate 

$ 

47.4 
2.7 

3.4 

5.1 
2.1 
4.8 
5.3 
8.6 
2.1 

.1 

81.5 

.7 

80.9 

The deterrent power of our Armed Forces and the forces of our 
allies is based on a carefully planned combination of nuclear retalia­
tory weapons systems together with worldwide deployment to 
ground, naval, and air forces in essential forward areas, backed 
up by strong ready reserves. These forces make up a collective 
security system for the Free World more versatile and powerful 
than any military alliance in world history. 

NATURAL RESOURCES 

Sound development of our natural resources is necessary to 
meet the needs of our growing population and expanding economy. 
The budget recommendations for the fiscal year 1962 provide for 
appropriate Federal participation in the development, conservation, 

and use of these resources, in cooperation with State and local 
agencies and private interests. 

Federal expenditures for natural resources are estimated to be 
$2.1 billion in 1962 compared with $2 billion in 1961. These expen­
ditures are higher than in any previous year. 

Water resources. Approximately two-thirds of the Federal ex­
penditures for natural resources in 1962 will be for water resources 
activities. The programs of the Corps of Engineers and the Bureau 
of Reclamation will require expenditures estimated at $1.2 billion­
a record level. Of this amount, $1 billion will be spent on construc­
tion. This includes $976 million for continuation of work on projects 
started in 1961 or prior years, $11 million for first-year expenditures 
on 37 proposed new project starts, and $13 million for advance plan­
ning of projects needed in later years. A large share of the construc­
tion expenditures of these agencies will be for multiple-purpose river 
basin projects, including flood control, navigation, irrigation, water 
supply, hydroelectric power, and in some cases related recreational 
and fish and wildlife benefits. 
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For the Corps of Engineers, the budget includes appropriations of 
$15 million for starting 31 new projects and an additional number of 
smaller projects costing less than $400 thousand each. The estimated 
total cost of building these new projects is $302 million. Appropria­
tions of $6 million are also recommended to enable the Bureau of 
Reclamation to begin construction on five new projects, with an 
estimated total cost of $141 million, and to make a loan for one 
small reclamation project for which the total Federal commitment 
will be $5 million. 

The 1962 program of the Bureau of Reclamation includes pro­
tective works for the Rainbow Bridge National Monument, as 
required by law in connection with construction of Glen Canyon 
Dam. 

Natural resources: 

BUDGET TOTALS ( In billions) 

1960 
actual 

$ 

Expenditures . 1.7 
New obligational authority 2.5 

LEGISLATIVE PROPOSALS 

l. Authorize Fryingpan-Arkansas project. 

1961 1961 
e.sllmate estimate 

$ $ 
2.0 2.1 
2.0 2.0 

2. Authorize establishment of river basin planning commissions. 
3. Require non-Federal interests to bear at least 30 % of the cost 

of local flood protection projects. 
4. Complete acquisition of unique wilderness area in Superior 

National Forest for public use. 
5. Preserve three undeveloped seashore areas for public use. 

It is again recommended that the Congress authorize construction 
by the Bureau of Reclamation of the Fryingpan-Arkansas project 
in Colorado. 



A few months ago agreement was reached between the United 
States and Canada on the basic terms of a treaty for the cooper­
ative development of the water resources of the Columbia River 
Basin. The proposal envisages the construction in Canada, within 
a 10-year period, of three major reservoirs and the construction 
by the United States of the authorized Libby project in northern 
Montana. The substantial flood control and power benefits which 
will result from this agreement will be realized at a much earlier 
date with materially less cost than would be the case if they were 
provided by unilateral rather than by cooperative endeavor. The 
location of the proposed storage reservoirs will not interfere with 
the cycle for salmon and other anadrornous fish, which constitute an 
important economic and recreational asset of the Pacific Northwest. 
The Senate should give prompt attention to the ratification of the 
treaty when it is presented. Following this ratification, preconstruc­
tion planning of Libby Dam should be started by the Corps of 
Engineers. 

The previous Congress enacted legislation to authorize negotiation 
of an agreement between the United States and Mexico for the joint 
construction of Amistad (Friendship) Dam on the Rio Grande, and 
appropriated $5 million for this project. The 1962 budget includes 
Sl2 million to finance further work on the darn as soon as the 
technical details relating to its construction are approved by the 
two Governments. 

Natural resources 

(Fiscal years. In millions) 

Budget expenditures 

Program or agency 

Land and water re­
sources: 

Corps of Engineers . 
Department of the 

Interior: 
Bureau of Recla­

mation . ... 
Power marketing 

agencies 
Indian lands re­

sources . . . . 
Public domain 

lands and other. 
Tennessee Valley Au­

thority . . . . . 
Federal Power Com­

mission .... . 
International Boun­

dary and Water 
Commission and 
other . . . 

Forest resources . 

Mineral resources 

Recreational resources 
Fish and wildlife re-

sources . . . . . . 

General resource sur­
veys and administra­
tion ... 

TOTAL 

1960 
actual 

867 

209 

34 

59 

35 

12 

7 

12 

220 

65 

74 

68 

51 

1,713 

1961 
estimate 

930 

240 

41 

68 

45 

55 

8 

15 

263 

66 

87 

75 

58 

J,951 

1962 
estimate 

$ 

930 

305 

36 

63 

50 

103 

9 

19 

311 

67 

101 

84 

60 

2,138 

Recom­
mended new 
obligational 

authority 
for 1962 

s 

932 

290 

36 

64 

50 

30 

9 

20 

248 

82 

105 

85 

61 

2,012 a 

• Compares with n~~ obl\gatio~al authority of $2,533 million enacted 
for 1960 and $2,049 nulhon (mcludmg $139 million of anticipated supple­
mental appropriations) estimated for 1961. 
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Legislation should be enacted to place the financing of the Bureau 
of Reclamation and the power marketing agencies of the Department 
of the Interior on a revolving fund basis, retaining annual review and 
control by the Congress. 

Net budget expenditures of the Tennessee, Valley Authority are 
estimated at $103 million in the fiscal year 1962. The increase of 
$48 million over the current year will be largely for construction 
of power and navigation facilities. Under the authority to sell rev­
enue bonds, enacted in August 1959, the TVA issued $50 million of 
such bonds in November 1960. The Authority plans to issue an 
additional $140 million in the fiscal year 1962 which, together 
with power revenues, will provide funds for continuing construction 
of power facilities and for starting construction of a new steam 
powerplant in the eastern part of the TV A power area. Construction 
will continue on Wheeler and Wilson locks and on the navigation 
features of the Melton Hill project, financed by appropriated funds. 
The Authority plans to make a payment of $50 million from power 
proceeds to the Treasury in fiscal year 1962, of which $40 million is a 
dividend and $10 million is a return of Government capital. A 
similar payment, estimated at $51 million, is being made in 1961. 

The 1961 and 1962 programs of the TVA contemplate the acquisi­
tion of certain coal land or mining rights, on which options have 
been taken, in the eastern portion of its coal supply area. Since it 
has not been clearly established that such acquisitions are necessary 
to assure an adequate reserve of coal for TV A's operations, I have 
directed that these actions not be taken without specific Presidential 
approval. 

Research conducted by the Department of the Interior over the 
past several years has reduced substantially the cost of obtaining 
fresh water from saline water. Two demonstration plants for con­
version of sea and brackish water into fresh water will be completed 
in the fiscal year 1962. Appropriations of $3.5 million are recommen­
ded for starting two additional plants in 1962, one at Roswell, 
N. Mex., and the other at a location to be selected on the east coast. 

River basin planning commissions. In addition to the Corps of 
Engineers, Bureau of Reclamation, Tennessee Valley Authority, 
and International Boundary and Water Commission, several other 
Federal agencies participate in phases of water resources programs. 
The Department of Agriculture assists local groups in watershed pro­
tection and flood prevention; the Department of Health, Education, 
and Welfare has responsibility relating to control of water pollution; 
and the Federal Power Commission has broad river basin planning 
authority in connection with licensing construction of private power 
projects. The Fish and Wildlife Service, National Park Service, and 
other agencies also participate in certain aspects of water resources 
projects. Furthermore, activities of State and local agencies and 
private interests in the field of water resources are of increasing 
importance. Only with coordinated planning on the part of all 
groups concerned can there be assurance that all possible uses of 
water are adequately considered. 

To provide for comprehensive, coordinated planning, legislation is 
being submitted to authorize the President to establish water re­
sources planning commissions as needed in the various river basins 
or regions. These commissions would be composed of Presidentially 
appointed members from the various Federal agencies and the States. 
They would prepare and keep current comprehensive, integrated 
river basin plans. This proposed general authority would be an 
improvement over separate laws such as those which established the 
two ad hoc river basin study commissions for the Southeastern and 
Texas areas. 

Cost sharing for local /food protection. The varied requirements for 
financial participation by State and local interests in local flood pro­
tection projects have resulted in inequities among the various bene­
ficiaries of such projects. In the case of projects of the Corps of 
Engineers, the Bureau of Reclamation, and the Department of 
Agriculture non-Federal contributions range from zero to over 60 % 
of flood pr~tection costs. In previous budget messages, legislation 
has been recommended to provide an equitable, uniform minimum 
of 30%. 



Appendix B, Exhibit 2 

PRESENTATION OF UNITED STATES APPROPRIATION REQUESTS 

DEPARTMENT OF STATE 

INTERNATIONAL COMMISSIONS 

Current authorizations: 

INTERNATIONAL BOUNDARY AND WATER COMMISSION, UNITED 
STATES AND MEXICO 

The Commission consists of a U.S. section, with head­
quarters at El Paso, Tex., and a Mexican section, with 
headquarters at Ciudad Juarez, Chihuahua, and has the 
status of an international body. It was created in 1889 
by the United States and Mexico to provide a practical 
means for'solving mutual boundary problems. 

For expenses necessary to enable the United States to meet its 
obligations under the treaties of 18!!4_, 1889, 1905, 1906, 1933, and 
1944 between the United States and Mexico, and to comply with the 
other laws applicable to the United States Section, International 
Boundary and Water Commission, United States and Mexico, in­
cluding operation and maintenance of the Rio Grande rectification, 
canalization, flood control, bank protection, water supply, power, 
irrigation, boundary demarcation, and sanitation projects; detailed 
plan preparation and construction (including surveys and operation 
and maintenance and protection during construction); Rio Grande 
emergency flood protection; expenditures for the purposes set forth 
in sections 101 through 104 of the Act of September 13, 1950 (22 
U.S.C. 277d-1-277d-4); purchase of [four] nine passenger motor 
vehicles of which four shall be for replacement only; purchase of 
planographs and lithographs; uniforms or allowances thereforrt as 
authorized by the Act of September 1, 1954, as amended (5 U.i:;.C. 
2131); and leasing of private property to remove therefrom sand, 
gravel, stone, and other materials, without regard to section 3709 
of the Revised Statutes, as amended (41 U.S.C. 5); as follows: 
(Department uf State Appropriation Act, 1961.) 

SALARIES AND EXPENSES 

For salaries and expenses not otherwise provided for, includin_g 
examinations, preliminary surveys, and investigationJ1 [$578,000] 
$618,000. (Treaties of Feb. 2, 1948, Dec. 30, 1853, Nov. 12, 1884, 
March 20 1905 May 21, 1906, Feb. 1, 1933, Feb. 3, 1944; U.S.C. 
277-277e/ Act ~f Sept. 13, 1950, Public Law 786; Department of 
State Appropriation Act, 1961.) 

Program and Financing (in thousands of dollars) 

1960 1961 1962 
actual estimate estimate 

Program by activities: 
Operating costs: 

I. General administration ................ 341 368 369 
2. General engineering ................... 177 194 207 
3. Project investigations ................. 43 70 46 

Total operating costs ............... 561 632 622 
4. Unfunded adjustment to total operating 

costs: Depreciation included above 
(-) .... ·············· -.. ········· -5 -5 -5 

Total operating costs, funded ...... 556 627 617 
Capital outlay: 

5. Operating program .............. _ .... 8 1 1 

Total program costs, funded ......... 
6. Relation of costs to obligations: 

564 628 618 

Costs financed from obligations of other 
years, net(-) •• -·-················ ---------- -12 _______ ..,_ 

Obligations incurred for costs of other 
years, net ......................... 9 ---------- ---------

Total obligations ................. 573 616 618 

Financing: 
New obligational authority ................. 573 616 618 

New obligational authority: 
Appropriation ............................. 573 578 618 
Proposed supplemental due to pay increases .. ---------- 38 ------·-· 

1. General adrninistration.-Activities include overall 
control of the operations of the U.S. section of the Com­
mission, formulation of policies and procedures, financial 
management, and negotiation witli Mexico to solve 
international problems. 

2. General engineering.-This provides for (a) measure­
ment and determination of the national ownership of 
boundary waters, (b) technical engineering guidance and 
supervision of the planning, construction, and operation of 
international projects, and (c) studies relating to inter­
national problems of a continuing nature. 

3. Project investigations.-Preliminary investigations are 
made to determine the feasibility of joint projects for the 
solution of international problems arising along the 
boundary. The proposed program for 1962 jncludes in-
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vestigations of the following projects: (a) Lower Colorado 
River flood control, (b) Tijuana River development, and 
(c) Rio Grande-Fort Quitman to Upper Presidio. 

6. Relation of costs to obligations.-Year-end balances of 
unpaid undelivered orders are as fo1lows: 1959, $7 thou­
sand; 1959 (adjusted), $6 thousand; 1960, $15 thousand; 
1961, $3 thousand; 1962, $3 thousand. 

Object Classification (in thousands of dollars) 

1960 
actual 

11 PersoMel compensation: 
Permanent positions ___________________ 471 
Positions other than permanent. ________ 
Other persoMel compensation __________ -------25 

Total personnel compensation ________ 496 
12 Personnel benefits _______________________ 33 
21 Travel and transportation of persons ______ 4 
22 Transportation of things _________________ I 
23 Rent, communications, and utilities _______ 8 
24 Printing and reproduction ________________ I 
25 Other services __________________________ 15 
26 Supplies and materials ___________________ 10 
31 Equipment _____________________________ 5 

Total obligations. _____________________ 573 

Personnel Summary 

Total number of permanent positions _________ . 
Average number of all employees ____________ _ 
Number of employees at end of year _________ _ 
Average GS grade __________________________ _ 
Average GS salary _________________________ _ 
Average salary of ungraded positions ________ _ 

74 
70 
72 

7.6 
$6,539 
$4,601 

OPERATION AND MAINTENANCE 

1961 
estimate 

507 
I 

21 

529 
40 
5 
2 

20 
I 

11 
7 
I 

616 

75 
71 
75 

7.5 
$6,975 
$4,670 

1962 
estimate 

519 
I 

19 

539 
40 
5 
2 

20 
I 
3 
7 
I 

618 

75 
72 
75 

7.5 
$7,041 
$4,670 

For operation and maintenance of projects or parts thereof, 
as enumerated above, including gaging stations, [$1,982,000] 
$1,966,000: Provided, That expenditures for the Rio Grande bank 
protection project shall be subject to the provisions and conditions 
contained in the appropriation for said project as provided by the 
Act approved April 25, 1945 (59 Stat. 89). (Department of State 
Appropriation Act, 1961.) 

Program and Financing (in thousands of dollars) 

1960 1961 1962 
actus.l estimate estimate 

Program by activities: 
Operating costs: 

I. El Paso projects ______________________ 1,304 748 689 
2. Lower Rio Grande flood control project._ 683 669 713 
3. Falcon dam and powerplant. __________ 264 293 290 
4. International gaging stations ___________ 257 283 285 
S. Rio Grande emergency flood protection._ 338 _,. .. _______ ---------

Total operating costs _______________ 2,846 1,993 1,977 
6. Unfunded adjustment to total operating 

costs: Depreciation included above 

<->------------------------------ -140 -150 -150 

Total operating costs, funded ______ 2,706 1,843 1,827 
Capital outlay: 

7. Replacement of equipment ____________ 207 178 139 

Total program costs, funded _________ 2,913 2,021 1,966 
8. Relation of costs to obligations: Costs 

financed from obligations of other 
years, net(-) _______________________ -305 _,.. _________ 

---------
Total obligations ___________________ 2,608 2,021 1,966 

Program and Financing (in thousands of dollars)-Continued 

1960 1961 1962 
actual estimate estimate 

Financing: 
Unobligated balance lapsing ________________ 2 ---------- ---------

New obligational authority _____________ Z,610 Z,OZI 1,966 

New obligational authority: 
Appropriation _____________________________ Z,610 1,982 1,966 
Proposed supplemental due to pay increases ___ ---------- 39 ---------

This appropriation finances the operation and mainte­
nance of flood control dams and other structures, a 
powerplant, and stream gaging stations on the interna­
tional rivers and tributaries. 

The following table summarizes the major maintenance 
workload: 

PROGRAM WORKLOAD SUMMARY 

Quan/iliu Quanlfl{u Quanl/1/u 

li<m Unil 
performttl, p,opo1t.J, propoud, 

1960 /961 1962 
I. River chaMel: 

(a) Clearing ____________ Acre ______ 743 700 700 
(b) Revetment placing __ Mile _____ _ 21.2 3.8 .s.so~iioo (c) Excavation _________ Cubic yard 1,506,508 674,880 

2. Levees: 
(a) Clearing ____________ Acre ______ 5,700 5,700 5,960 
(b) Surfacing ___________ Mile ______ 20.38 20 20 
(c) Road maintenance ___ Mile ______ 474 480 480 
(d) Embankment. ______ Cubic yard 32,207 23. 125 23,125 
(e) Rodent control_ _____ Acre ______ 1,202 1,200 1.200 
(f) Reconditioning ______ Mile ______ 59 55 55 
(g) Road surfacing ______ Mile ______ 33.19 16.5 16.5 . 

3. Floodways: 
(a) Clearing ____________ Acre ______ 8,900 12,000 14,500 
(b) Leveling ____________ Acre ______ 953 700 700 
(c) Rodent control__ ____ Acre ______ 6,786 9,200 9,200 

4. Pilot chaMel: 
(a) Excavation _________ Cubic yard 40,662 30,000 30,000 
(b) Earthwork _______ , __ Cubic yard 15, JOO 12,000 12,000 
(c) Road maintenance ___ Mile ______ 41.5 40 40 
(d) Rock riprap _________ Cubic yard 1,470 500 500 

5. Canal: Maintenance _______ Mile ______ 15 15 15 
6. Arroyo control: Earthwork_ Cubic yard 244,234 240,000 240,000 

7. Replacement of eguipment.-Provides for replacement 
of heavy duty maintenance equipment. 

8. Relation of costs to obligations.-The relationship is 
derived from year-end balances of selected resources and 
applicable adjustment as reflected in the following table 
(in thousands of dollars): 

Selected resources at end of year: Inventories 
and items on order: 

1959 
actual 

Stores (goods unconsumed by activities)__ 165 
Unpaid undelivered orders (appropriation 

balances obligated for goods and services 
on order not yet received)_.__________ 394 

Total selected respurces at end of 
year__________________ _________ 559 

Selected resources at start of year(-) ___________ _ 
Adjustment of selected resources reported at start of year _____________________________________ _ 

1960 
actual 

176 

77 

253 
-559 

Costs financed from obligations of other years, net 

<->------------- ---------------------------- -305 

1961 
utimah 

176 

77 

253 
-253 

1962 
t1timalt 

176 

77 

253 
-253 

Object Classification (in thousands of dollars) • 

11 Personnel compensation: 
Permanent positions __________________ _ 

1960 
actual 

1,238 

1961 1962 
estimate estimate 

1,330 1,335 

I 
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INTERNATIONAL COMMISSIONS-Continued Personnel Summary-Continued 

C~1rrent authorizations-Continued 1960' 1961 1962 
actual estimate estimate 

lN'l'F:rtNATIONAf, IlOUNDARY AND WATER COMMISSION; UNITED 
STATES AND MEXICO-Continued Number of employees at end of year_ _________ 271 264 264 

OPERATION AND MAINTENANCE-continued 

Object Classification (in thousands of dollars)-Continued 

1960 
actual 

II Personnel compensation-Continued 
Positions other than permanent_ ________ 22 
Other personnel compensation __________ 58 

Total personnel compensation ________ I ,318 
12 Personnel benefits ______________________ 82 
21 Travel and transportation of persons ______ IO 
22 Transportation of things _________________ 9 
23 Rent, communications, and utilities _______ 47 
25 Other services __________________________ 710 
26 Supplies and materials ___________________ 238 
31 Equipment_ ____________________ - _______ 179 
32 Lands and structures ____________________ 32 

Subtotal_ _______ ______ __ - - __ - - --- - - __ 2, 625 
Deduct quartus and subsistence charges _______ 17 

Total obligations ______________________ 2,608 

Peraonnel Summary 

Total number of permanent positions__________ 258 
Full-time equivalent of other positions__ _______ 6 
Average number of all employees_____________ 259 

1961 
estimate 

18 
23 

1,371 
97 
IO 
10 
33 

IOO 
238 
180 

----------
2,039 

18 

2,021 

273 
5 

265 

1962 
estimate 

18 
17 

1,371 
97 
10 
IO 
33 
76 

246 
141 

---------
1,984 

18 

1,966 

Average GS grade ___________________________ 6.0 6.2 6.2 
Average GS salary _______________________ __ _ $5,519 $6,076 $6,145 
Average salary of ungraded positions __________ $4,577 $4,684 $4,689 

CONSTRUCTION 

For detailed plan preparation and construction of projects 
authorized by the convention concluded February 1, 1933, between 
the United States and Mexico, the Acts approved August 19, 1935, 
as amended (22 U.S.C. 277-277f), August 29, 1935 (49 Stat.961), 
June 4, 1936 (49 Stat. 1463), June 28, 1941 (22 U.S.C. 277f), Septem­
ber 13, 1950 (22 U.S.C. 277d-1-9), and the projects stipulated in the 
treaty between the United States and Mexico signed at Washington 
on February 3, 1944, [$4,000,000] $15,173,000, to remain available 
until expended: Provided, That no expenditures shall be made for 
the Lower Rio Grande flood-control project for construction on any 
land, site, or easement in connection with this project except such 
as has been acquired by donation and the title thereto has been 
approved by the Attorney General of the United States: Provided 
furth er, That the Anzalduas diversion dam shall not be operated for 
irrigation or water supply purposes in the United States unless 
suitable arrangements have been made with the prospective water 
users for repayment to the Government of such portions of the costs 
of said dam as shall have been allocated to such purposes by the 
Secretary of State. 

267 [For an additional amount for "Construction", $5,225,000.] 
5 (Department of State Appropriation Act, 1961; Supplemental Appro-

265 priation Act, 1961.) 

Program and Financing (in thousands of dollars) 

Costs to this appropriation Analysis of 1962 financing 
-

Deduct Add Appropri• 
selected selected ation 

resources resources Appropri• required to 
Total To June 30, 1960 1961 1962 and un- and un- atlon complete 

estimate 1959 actual estimate estimate obligated obligated required 
balance, balance, for 1962 
start of end of 

year year 

Program by activities: 
I. Rio Grande international dams pro-

gram: 
(a) Falcon Dam and powerplant ___ 36,827 35,502 390 935 --------- --- ------------- ------------ ------------ -----------(b) Upper dam investigations _____ 1,537 1.512 24 1 ------------ -----·---- -- ------------ ------------ -----------( c) Amistad Dam and Reservoir __ 53,646 ------------

__________ ,.._ 4,750 11,925 250 325 12,000 36,646 
2, Lower Rio Grande flood control: 

(a) Anzalduas Dam and related 
6,725 works _____________ ____ - - _ - 4,011 488 2,226 ------------ - 200 ------------ ------------ -----------(b) Modification of levee system __ 11,240 ------------ ------------ 2,800 2,990 210 3,000 5,240 

3. Rio Grande gaging stations _________ 500 ------------ ------------ 77 173 ------------ ------------ 173 250 
4. Douglas-Agua Prieta sanitation proj-ect _____________________________ 25 -----------· ------------ 25 ------------ ------·----- ------------ ------------5. Tijuana valley sanitation project_ - - - 225 225 ----------------------- ------------ ------------ -------·----

________ .., ___ 
------------ -----------

Total program costs______________ 110,725 41,025 902 11,039 15,088 450 535 15,173 42,136 
6. Relation of costs to obligations: 

Costs financed from obligations of other years, net(->----•--- ------------ -95 ------------Obligations incurred for costs of other years, net _____ • ________ 177 ------------ 85 

Total obligations ____ - - - --- - - - - - -- - -- -- - - - - - -- -- - -- -- - - - 1,079 10,944 15,173 

Financing: . 
-1,397 -1,719 Unobligated balance brought forward ____________________________ ------------

Unobligated balance carried forward _________ c ___________________ 1,719 -------·---- ------------
New obligational authority (appropriation) ____________________ 1,400 9,225 15,173 

20 



1. Rio Grande international dams program.-The nego­
tiati9n of an agreement for construction of Amistad Dam, 

·the second major international storage dam· on the Rio 
Grande contemplated by the 1944 Water Treaty, was 
(luthorized by Public Law 86-605. Work will be ini­
tiated in 1961 on the preparation of final detailed de­
,;igns and specifications, railroad relocation, acquisition 
of rights-of-way, and construction of access roads and the 
Government camp. This work, preparatory to the actual 

: building of the dam, is scheduled for completion in 1962. 
2. Lower Rio Grande flood control.-W ork will continue 

' on the modification of the flood control levee system, con­
sisting largely of raising existing levees, constructing new 
levees, and making floodway channel improvements. 

3. Rio Grande gaging stations.-Improvements to water 
measurement facilities of the gaging stations on the Rio 

. Grande will continue to be made to provide a higher degree 
of accuracy in measuring river flows. 

6. Relation of costs to obligations.-The relationship is 
derived from year-end balances of selected resources as 
reflPcted in the following table (in thousands of dollars): 

1959 1960 1961 1961 
actual actual tsllmale tsllmale 

Selected resources at end of year: lnven-
1 tories and items on order: 

Unpaid undelivered orders (appropria­
tion balances obligated for goods and 
services on order not yet received).. 339 

Equipment (acquisition value of facil-
ities used on projects, less deprecia-
tion charged to project costs) ... ____ 30 

Total selected resources at end of 
year_____ ____________________ 368 

Selected resources at start of year(-) _________ _ 

' Costs financed from obligations of other years, net 

<->---------------------------------------Obligations incurred for costs of other years, net __ 

536 415 485 

9 35 50 

545 450 535 
-368 -545 -450 

-95 
177 85 

21 

• Object Classification (in thousands of dollars) 

1960 1961 1962 
actual eatimate estimate 

11 Personnel compensation: 
Permanent hositions. _________________ 151 571 556 
Positions ot er 'than permanent_ ___ . ____ 3 25 22 
Other perscnnel compensation _______ .. _ 10 10 6 

Total personnel compensation ________ 164 606 584 
12 Personnel benefits _______________________ 9 44 46 
21 Travel and transportation of persons _____ . 6 9 8 
22 Transportation of things _________________ ---------- 8 7 
23 Rent, communications, and utilities ____ ___ 6 10 7 
25 Other services __________________________ 53 335 15 
26 Supplies and materials ___________________ 60 150 180 
31 Equipment_ ____________________________ 9 57 55 
32 Lands and structures ____________________ 763 9,725 14,271 
43 Interest and dividends ___________________ 10 ---------- ---------

Subtotal. . . __________ . _________ . _____ 1.080 10,944 15,173 
Deduct quarters and subsistence charges _______ I ---------- ---------

Total obligations ______________________ 1.079 10.944 15,173 

Personnel Summary 

Total number of permanent positions __________ 25 132 115 
Full-time equivalent of other positions .... __ .. _ I 5 4 
Average number of all employees. __________ __ 26 115 113 
Number of employees at end of year __________ 23 126 113 
Average GS grade .... _______ . _______________ 8.0 6.6 6.5 
Average GS salary-------------------------- $6,657 $5,556 $5,595 
Average salary of ungraded positions. ______ . __ $3,882 $3,450 $3,450 



Chapter III 

THE FINANCIAL MANAGEMENT SYSTEM 

Along with the growth of activities and related increased 
expenditures, effective financial management in the con­
duct of government affairs is assuming an increasing 

. importance. The strengthening of that function constitutes 
a high priority need among the administrative goals 
of government. 

The financial management function might be described 
as a continuous cycle of related operations that contribute 
to necessary management decisions, as illustrated in 
appendix C. In relation to that cycle, the application of 
programme and performance budgeting raises questions 
concerning the kinds of classifications needed for the 
various operations; the best methods for relating one 
operation to another; the accounting basis and the kinds 
offinancial data to be developed; and the most appropriate 
financing, reporting, and control practices. 

Data requirements 

Within the financial management cycle, the accounts 
are the official source of the financial information used 
in the budget. Such data must be developed in the accounts 
in a form that will support budget requests and provide 
for adequate control of budget execution. To do that in an 
efficient manner, the programming, budgeting, accounting, 
and reporting operations should be integrated through 
the use of common classifications, i.e., the primary 
classifications used for developing and presenting the 
budget should be identified in the accounting system . 
and in the related reports. The use of such an integrated 
system best provides the financial data needed for manage­
ment decisions. 

Traditionally, accounting in government has been 
developed as a mechanism for financial control. It has 
been used primarily as the means by which operating 
officials in the executive have met their responsibility 
for control of the funds provided by the legislature. 
In the conventional system that is operated on an integ­
rated basis, the operating officials' accountability for 
budgeted funds is generally satisfied through the use of 
information classified in terms of the source of funds, 
the responsible organizations, and the objects for which 
funds were expended. 

The same accountability requirements apply in pro­
gramme and performance budgeting, but more recognition 
is given to serving the management needs of the operating 
officials. That type of budgeting is a programme-oriented 
technique that requires additional classifications of basic 
financial information, appropriately developed in an 
integrated system. Besides the conventional budget 

needs for data by fund, organization, and object, a 
programme and performance budget requires accurate 
and timely information by function, programme, and 
activity; in addition, all of these data must be presented 
in a manner and form that will permit effective operational 
and fund control, and show the progress being made 
towards goals. While these added requirements might 
imply a need for more accounting facilities, the effect of 
conversion will vary in individual applications. The actual 
need for additional acccmnting in each c.ase is dependent 
upon many factors, such as the degree to which the 
country's financial system has been developed and is 
being used as a management tool; the extent to which it 
has been mechanized; the relative efficiency of the existing 
operation; and the capacity of the accounting personnel 
to broaden their scope, and to adapt to the data require­
ments of this technique. 

The administrative costs of programme and perfor­
mance budgeting will not necessarily be greater because 
of the additional management information required. If 
the conversion to that type of budgeting is approached 
in a spirit of modernization and improvement, with 
appropriate attention given to the selection and training 
of personnel, effective results can be obtained without 
additional - and possibly even less - costs. The potential 
benefits to be derived from programme and performance 
budgeting are, of course, not merely a question of costs 
of financial administration, but rather refer in a larger 
sense to improved analyses, strengthened control, more 
efficiency, and greater achievements over the entire spec­
trum of government operations. 

In this connexion, mechanization and electronic 
data processing techniques are particularly appropriate 
to use in programme and performance budgeting, because 
of the capability of such facilities for rapidly developing 
accurate data in a variety of classifications. The adoptio; 
of a mechanized system, however, should be approached 
with caution to ensure the use of methods that will most 
efficiently serve identified management needs. As a first 
step, for example, a decision to convert to a mechanized 
system should be preceded by a study to determine 
the minimum data needs to be met, and to obtain maxi­
mum simplification of existing practices. With the basic 
practices simplified to the greatest extent possible if a 
mechanized system is still warranted, steps shouid be 
taken to ensure that it is economically worth while. 
This involves identifying the type of equipment best 
suited to the needs to be met, and determining the costs 
of installation and maintenance for comparison with 
the costs of the simplified manual practices. With an 

- 22 -



approach of this kind, the adaptation of the financial 
management system to a mechanized operation can be 
most helpful and beneficial in programme and perfor­
mance budgeting. 

The financial plan 

One of the paramount values of the programme and 
performance budget is its management usefulness in 
the conduct of economic development and long-range 
programmes. Through its function, programme, and 
activity structure, this type of budgeting provides a 
programming framework for the development of detailed 
agency plans that can be related to long-term objectives 
and goals. The underlying technique that gives fiscal 
substance to this relationship is the financial plan. 

In the formulation of a programme and performance 
budget, a financial plan reflects the substantive and 
work goals of the long- and short-range programme plans, 
identifies the organizations that will conduct the proposed 
programmes, and outlines the related financial require­
ments. In budgetary review, these data provide the basis 
for management decisions on the merits of the respective 
programme proposals and on the amounts of funds 
required. When the financial plan is amended to reflect 
the decisions of the legislature in granting the requested 
funds, it becomes an operating budget that sets the pattern 
for carrying out approved programmes. Properly estab­
lished along fund, organizational, and programme 
lines, the operating budget provides the responsible 
officials with a set of objectives that govern operating 
decisions, and furnishes a basis for financial and perform­
ance reporting that enables management, at the various 
levels of government, to review the progress being made 
against the approved plan. A financial plan and operating 
budget of the type discussed here is one of the most 
important elements of the programme and performance 
budget. It is the technique that correlates objectives, 
authorities, responsibilities, and resources - in a way 
that keeps management at the various levels better inform­
ed on budget proposals and performance in the attain­
ment of approved goals, thus providing an improved 
basis for decision-making throughout the budget process. 

An integrated financial management system that 
incorporates appropriate programming, budgeting, 
accounting, and reporting practices - including the 
financial and work planning technique described above -
also provides a framework for more effective audit. 
Besides permitting determinations that the legal require­
ments have been met in adequate fashion, this system 
provides the auditor with the opportunity to evaluate 
how well and how efficiently operating management has 
carried out its assigned responsibilities. Through the 
programme and performance budget approach, the 
auditor is enabled to conduct a systematic review that is 
directed towards evaluation of organizational per­
formance. 

In summary, much of the success of programme and 
performance budgeting is dependent upon the financial 
management structure that is developed in relation to 
the function, programme and activity categories. The use 
of an integrated budget and accounting system that is 
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based on common classifications is a prerequisite of good 
management. For effective control of operations, such a 
system should incorporate a financial planning and 
reporting process that translates the programme and 
budget plans into organizational, work, and financial 
responsibilities, and enables management review and 
appraisal of the effectiveness of performance. 

The accounting approach 

Given an appropriate financial management structure, 
the application of programme and performance budgeting 
directs attention to the kinds of financial information 
that will be most useful for management purposes. 
Experience in industry and in government identifies many 
practices that can be used under the conditions that exist 
in individual countries. 

Those practices range from a relatively simple cash 
basis of accounting to a refined accrual basis that produces 
actual costs per unit of work or programme accomplish­
ment. The various bases of accounting are defined below, 
and the significance of the differences between them are 
identified. Programme and performance budgeting can 
be installed utilizing any of these accounting approaches, 
as long as the budget and the accounts are maintained 
as part of an integrated system. Refinements in the kinds 
of financial data produced by the accounts subsequently 
can be made to the extent desired on the basis of experi­
ence. 

THE ACCOUNTING BASIS 

In government, accounting has traditionally been 
maintained on a cash basis - one that recognizes the 
availability of resources upon receipt of cash, and the 
use of such resources at the time that payments (disburse­
ments) are made. In its simplest form, this approach 
provides a minimum of the kinds of financial information 
that can be developed. Under this type of system, manage­
ment and control information is developed in terms of 
disbursements - or as they are often called - in terms 
of expenditures. In the British Government, for example, 
accounting for appropriations ("votes") is on a cash 
basis. 

In many Governments, a desire for strengthened control 
over the use of funds has led to recognition in the accounts 
of commitments, or obligations, as well as actual 
payments. This step is generally taken to identify the 
point at which the government is actually committed to 
the future payment of funds. In this obligation type ?f 
system, fund control information is usually developed m 
terms of obligations - to ensure staying within the limits 
of the appropriated authority; and management data 
can be developed in terms of obligations or disbursements. 
The French system includes elements of this approach, 
which is also utilized by the Philippine Government. 

In industry, in government enterprises, and to s~me 
extent in government agencies financed by appropriate 
funds, the accrual basis of accounting is in general use. 
The latter is true particularly in the United States Gove~n­
ment. This type of system may be installed in varymg 
degrees of refinement according to the requirem_ent~ of 
the individual installation. In addition to the obhgat10n 



and disbursement information developed in the more 
conventional government accounts, the accrual system 
provides data in terms of accrued expenditures and costs. 
In general, an accrual system in a government agency 
reflects the funds, inventories, and other resources 
available, the receipt of goods and services, the use of 
available resources in relation to work performed in a 
given time period, and the liabilities of the ag~ncy. 
It incorporates monetary property records and establishes 
financial controls that are consistent with assigned mana­
gement responsibilities. Thus, the system provides for 
full disclosure, reflecting not only the availability and 
status of funds, but also showing all resources on hand 
and the actual use of such resources. 

In considering these various approaches, it should be 
recognized that combinations of elements of the different 
systems might be used. For example, general ledger 
asset and liability accounts, identified above as a normal 
adjunct of accrual accounting, may also be developed 
in a cash or an obligation system. However, in those types 
of systems, the effect of application of the physical assets 
to programme objectives is not generally reflected - at 
the time of use - in the programme management data 
that are produced. 

A general idea of the relationship of the different 
approaches is shown in appendix D, in terms of a simpli­
fied set of ledger accounts. Under either of the accounting 
approaches, fund control in a programme and perform­
ance budget would be maintained through the budgetary 
accounts. In a cash or obligation system, programme 
control would be exercised through detailed classifications 
in that same series of accounts. In an accrual system, 
however programme control would be exercised through 
the operating cost accounts. The distinction between 
the systems is in the kind of data provided for manage­
ment control of programmes, and in the more complete 
financial disclosure that is required under the accrual 
system. 

THE SIGNIFICANCE OF FINANCIAL DATA 

To determine the most suitable basis of accounting 
for use in given situations, consideration should be given 
to the nature of the different kinds of financial data, 
their relationship, and their significance for the purposes 
of programme and performance budgeting. Basically, 
each complete financial transaction has four significant 
phases. These phases are identified below : 
Obligations represent goods and services ordered, without 

regard to when delivered, paid, or consumed. This is 
a vital point in procurement and in the control of 
funds. 

Accrued expenditures represent goods and services receiv~d, 
without regard to when ordered, consumed, or paid. 
This is the point at which liabilities are incurred and 
inventory and property accounting begins. 

Disbursements represent bills paid without regard to 
when the goods or services were ordered, deliv~r~d, 
or consumed. This phase is significant for determmmg 
cash requirements in relation to available receipts. 

Costs represent goods and services consumed, without 
regard to when ordered, delivered, or paid. T~is is _a 
meaningful point of programme control, smce 1t 

best reflects the resources used and the financial status 
of work on the programme. 
For the purposes of financial analysis, these phases 

have significance from the standpoint of the time period 
within which they occur. This is brought out through 
the illustration shown in appendix E. From the illustrative 
timing shown in that appendix, the entire sequence was 
completed in calendar year 1960. However, assuming that 
the fiscal year ends in June, the obligation and the accrued 
expenditure occurred in fiscal year 1960, while the dis­
bursement and the cost took place in the following fiscal 
year. Under this set of facts, if work performed is measured 
in terms of obligations, it would be overstated for fiscal 
year 1960. More accurately, measurement in terms of 
cost would show that the work was actually performed 
during fiscal year 1961. 

Another difference in the significance of these data 
is shown in appendix F, which illustrates the treatment 
of various transactions in accrual accounting. That 
exhibit brings out the degree of error that would result 
if a financial measure other than costs was used in relation 
to the programme and work classifications. For example, 
if obligations were used to measure performance, the 
progress made would be overstated by almost half a 
million dollars (10 per cent). On the other hand, if dis­
bursements were used, the progress would be understated 
by almost a quarter of a million dollars (5 per cent). 

A question to be considered in selecting the basis 
of accounting to be used centres on the significance of 
such differences for management purposes. Appendix G, 
which shows the relationship between the various financial 
measures., identifies some of the factors that should be 
considered. For example, the determination of whether 
costs or obligations are a suitable measure requires 
an evaluation of the significance of changes that occur 
in the inventory on hand ("B" in appendix G), and in the 
amount of goods and services that have been ordered 
but not yet received ("D" in appendix G). The develop­
ment of cost information has its greatest value in pro­
grammes where large inventory changes are involved, 
or where there is considerable time lag between the place­
ment of an order and the delivery of the goods and services 
ordered. • 

APPLICABILITY TO VARIOUS PROGRAMMES 

Among the different kinds of government programmes, 
the reconciling factors between • costs and obligations 
vary in significance according to the type of programme. 
In capital outlay and construction activities, which 
generally are long-term in nature, those factors, can be 
important. Such programmes usually involve contracts 
that are obligated in full at the beginning, and call for 
delivery of goods and services over some period of time. 
This requires sound financial planning and, at any partic­
ular point in time, a financial measure of what has taken 
place and what is still planned. The determination of 
costs in such a programme is a prime consideration. Any 
other financial measure would give an inaccurate picture 
of the status of work. 

Cost data are also appropriate to programmes like 
those involving the operation of a hospital. In hospitals, 
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the accrual approach permits the development of accurate 
unit cost information that is useful for comparisons and 
for arriving at sound management decisions. Appendix H 
is an example of a report used by the Veterans Adminis­
tration in the United States. It is based on an accrual 
system that produces monthly data on the operation of 
individual hospitals for use at various management 
levels. Comparative data are shown for the cost of the 
operation of the hospital, the personal services involved, 
the cost per patient day, and the dietetic costs - in total 
and per ration. Such indicators, provided on a continuous 
basis, enable more effective management of this kind of 
facility. 

On the other hand, for an administrative agency where 
the inventory is minor, the time lag between orders and 
deliveries is small, and personal services might account 
for as much as 90-95 per cent of the total funds, there 
may be little management difference between the various 
kinds of data. Even in such agencies, however, there are 
some distorting factors that should be considered. For 
example, if obligations are recorded at the beginning of a 
year to cover the personal services for the full year, then 
costs would be the more significant financial measure since 
they would be recorded at the time the employees actually 
worked. If the agency is one in which accurate unit costs 
are needed, the accrual approach - under which the 
cost of vacation leave can be recognized as it is earned -
would be desirable. If those kinds of factors are not 
present, either one of the accounting approaches identified 
above may serve adequately the management purposes 
of that kind of an administrative agency. 

Thus, the adoption of programme and performance 
budgeting and the establishment of an integrated financial 
management system is not necessarily dependent upon the 
use of any particular accounting basis. A performance 
budget can be installed using either the cash, the obliga­
tion, or the accrual approach. Regardless of the approach 
used, management can derive benefits from the appropriate 
identification of substantive classifications in relation 
to the accounts and the organizational responsibilities, 
and through the use of sound financial planning and 
reporting practices. It should be recognized, however, 
that the ultimate degree of refinement in accounting for 
this type of budget is the determination of accurate 
programme and performance costs. This can add appre­
ciably to the benefits of the system, and has the added 
value of promoting a cost consciousness in the conduct 
of government operations. 

Selected techniques of financial management 

The financial management techniques employed are an 
important consideration in the application of programme 
and performance budgeting. In particular, the financing 
and control practices have a significant effect on the 
results achieved. The financing structure, for example, 
is important because it is through that structure that the 
substantive classifications and the related financial data 
are presented in the budget in support of fund requests. 
The control practices, on the other hand, are of signifi­
cance because they are the medium through which the 
management benefits of this approach are derived. 
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THE APPROPRIATION TECHNIQUE 

Generally, government operations are financed through 
appropriations of spending authority by the legislature. 
In programme and performance budgeting, an appro­
priation essentially is a device for making funds available 
to responsible organizations for the accomplishment of 
specific programmes. As such, it gives the legislature a 
control over the scope of programmes, establishes legal 
accountability, and provides a basis for reporting and 
auditing on the adequate discharge of that legal and 
administrative responsibility. Appropriations, therefore, 
should be in terms of programmes, and should be directly 
related to the manner in which the agency is organized 
and controls its operations. 

To enable use of the most efficient recording, reporting, 
and control practices, the number of appropriations to a 
responsible organization should be kept to a minimum. 
The multiple financing of organizations should be 
avoided to the extent practicable, to reduce the problem 
of distributing financial charges for individual program­
mes and activities among a number of separate appropria­
tions. Ideally, for maximum flexibility, a major organiza­
tion unit should be financed through a single appro­
priation. With such an arrangement, the substantive 
categories would be identified through the programme 
and activity classification under that appropriation, and 
a single accounting system that reflected those categories 
would provide the necessary management information. 
Departures from this ideal may be necessary, however, 
for a variety of reasons. More than one appropriation 
would be required in cases where separate government 
funds are involved; where different periods of availability 
are desired; or where capital outlay, as a matter of practice, 
is financed separately from operating expenses. In such 
cases, the supporting accounts would have to establish 
the identity of each separate appropriation, and would 
have to segregate the financial transactions attributable 
to each one. 

In installing a programme and performance budget, 
the existing appropriation pattern should be reviewed to 
determine its suitability. Action should be taken to 
eliminate those features of the structure that would impede 
or otherwise complicate attainment of the . programme 
management objectives of this type of budgeting. The 
development of a simple pattern for each agency must be 
accomplished on an individual basis, giving attention 
to such factors as the programmes of the agency, the 
types of operations, the financing requirements, and the 
organization structure used for operational control. 

Evidence of the benefits that can be obtained through 
this approach is provided in the example of the National 
Park Service, which is part of the Interior Department in 
the United States. Before the adoption of the performance 
budget in fiscal year 1951, that agency had nineteen 
separate financing items. They included : 

(a) Salaries and expenses; 
(b) Regional parks; 
(c) National parks; 
(d) National monuments, historical and military areas; 
(e) Recreational areas; 
(f) Emergency reconstruction and fighting forest fires; 



(g) Appomattox Court House; National Historical 
Monument; 

(h) Great Smoky National Park; 
(i) Saratoga National Historial Park; 
U) Water rights; 
(k) Travel division; 
(/) Recreational demonstration areas; 
(m) Salaries and expenses, National Capital Parks; 
(n) River basin studies; 
(o) Acquisition of lands; 
(p) Independence National Historical Park; 
(q) Parkways; 
(r) Roads and trails; 
(s) Physical improvements, buildings and utilities. 

Subsequently in the course of installation of performance 
budgeting that structure was reduced to the fol1owing 
four appropriations : 

(a) Management and protection; 
(b) Maintenance and rehabilitation of physical 

facilities; 
(c) Construction and land acquisition; 
(a) General administrative expenses. 

As a result of this change, the National Park Service has 
been in a better position to programme and control its 
operations because all like items (such as the capital 
investment programmes) were grouped within a single 
appropriation. In addition, the national and the regional 
offices previously were financed from a number of the 
different appropriations; it was difficult and time consum­
ing to determine the funds available for particular pro­
grammes, to identify the monetary value of accom­
plishments, and to plan work programmes for subsequent 
years. Through this improved structure, the work planning 
and control procedures were strengthened there was 
more flexibility in the use of funds, and the f~cus of legis­
lative review was raised to higher programme levels. 

INTER-AGENCY TRANSACTIONS 

Many times in government, funds appropriated to an 
agency are augmen!ed by free goods and services provided 
from sources outside the agency. In other cases, inter­
agency agreements result in work performed by one 
agency for the purp~ses of another - subject to a reimbur­
sement by the ordermg agency. To get an accurate picture 
of !he tot~l work programme of an agency in relation 
to its avadable resources, it is necessary that accounts 
be established in the agencies concerned to reflect su.ch 
transactions in a meaningful manner and that the budget 
plans,_ presentations, and reports r~flect accurately the . 
facts m each case. 

F?r full ~isclosure of the receipt of free goods and 
services, estimated values should be recorded in the 
accounts of the receiving agency to show the augmentation 
of a~ailable resources. The actual use of free goods and 
services should be recognized in the operating accounts 
at their estimated value, and reflected as part of the cost 
of wor~ performed. Reports and budget presentations 
would mclude a negative adjustment to enable reconci-

liation to appropriated funds. Similar action of a reverse 
nature should be taken in the agency furnishing the 
resources. Appendix I, an appropriation presentation of 
the Coast Guard in the United States, illustrates the dis­
closure of a net receipt of free goods and services in 
item 9 of the schedule. 

That exhibit also shows the Coast Guard's reimbursable 
programme in this account. In this case also, the monetary 
value of the work performed for another agency and the 
expected reimbursement for such services should be iden­
tified in the accounts, reports, and budget presentations. 
The work to be done for the ordering agency should be 
reflected in the financial and work plan of the performing 
agency to show the full programme of work contemplated. 
The additional resources provided by the payment from 
the ordering agency should be shown as a financing item, 
along with the amount of the appropriation involved 
(see appendix I). Since such reimbursements usually 
provide obligating and spending authority in the same 
way as the appropriation, the accounting treatment 
outlined above is provided through the budgetary accounts. 

In these types of transactions, the financial management 
system should record and disclose the ful1 value of the 
programmes and activities actually carried out by the 
individual agencies. It is through this approach that the 
most equitable financial measures of work performed can 
be developed for review and evaluation purposes. 

THE REVOLVING FUND TECHNIQUE 

In addition to appropriations, revolving funds (some­
times called "working capital funds" or "reimbursable 
funds") are often used to finance certain types of pro­
grammes and operations. Such funds usuaHy require 
legislative authority to retain and to use the receipts 
generated by the operations financed. T~e fund may be 
based on working capital originally provided through an 
appropriation, but thereafter it is generally expected to 
operate through the use of earned receipts. This technique 
is useful for application to operations that are similar 
to the activities of government enterprises but do not have 
all of the characteristics necessary to warrant such identi­
fication. In addition, it can be selectively applied to specific 
operations of individual agen~ies in a ma~ner ~hat will 
provide the operating officials ID such agencies With many 
of the management benefits of accrual accounting. 

For example, revolving funds are useful for strengthened 
control and management of inventories or service equip­
ment. In such cases, the supplies or equipment on hand 
may be used to establish the working ~apital of the fund. 
As receipts are received from stock issues. or from the 
rental of equipment, they are used to replemsh the supply 
level or to operate and replace the equipment as needed. 
In an inventory operation, this approach generally enables 
more efficient management of stock and maintenance of 
economic supply levels; in an equipment operation, it 
usually enables more efficient operation and better main­
tenance of the service level needed for the programmes 
utilizing these services. These k~n~s of applications 
can be particularly useful in obtammg the benefits of 
accrual accounting in an agency that conducts programmes 
which otherwise consist primarily of personal services. 
The revolving fund serves to isolate items that may be 
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difficult to charge to individual programmes at the 
time they are obtained. By procuring such items through 
the revolving fund, they can be charged to the programme 
served at the time of use - a primary objective of per­
formance budgeting. 

Appendix J shows the budget presentation for a r:volv­
ing fund of the type described above as reflected m the 
United States budget. This exhibit covers the Service 
and Supply Fund of the Public Health Service in the 
Department of Health, Education, and Welfare. Generally 
speaking, the schedules are of a business-type nature, 
showing for the actual year the receipts earned, how the 
funds were used, and the effect on budget expenditures; 
the profit and loss position by kind of activity; a balance 
sheet for the fund; and the uniform classification of costs 
by object. Projections are furnished in the schedules for 
the current and budget years. This approach has the benefit 
of putting the inventory management and service ope~a­
tions on a business-like basis which, in turn, pernuts 
more effective review and analysis of the results of opera­
tions in important areas of assigned responsibility. 

A similar kind of application is useful for central admi­
nistrative service operations that may provide personnel, 
payroll, and other types of services to constituent organ­
izations. If the central service operation, including staffing, 
supplies, equipment etc., is financed through a revolving 
fund, charges for the services rendered to constituent 
organizations will replenish the working capital, and will 
establish the cost of the services for the recipient organ­
izations. 

This approach is also particularly appropriate for 
programmes that involve a manufacturing operation. 
Illustrations of such applications in the United States 
are the Bureau of Engraving and Printing in the Treasury 
Department, which manufactures currency, stamps, 
and other evidences of a financial character, and the 
Government Printing Office, which does the printing 
for the United States Congress, some printing for executive 
agencies, and sells government publications. In both 
of those applications, accrual accounting is used for effi­
cient management and to determine prices that will 
permit continued operation. 

Another variation of a revolving fund application is one 
in which use of the receipts of the fund is subject to appro­
priation by the legislature. In the United States, for 
example, revenue from the Post Office operations is 
placed in a Postal Fund. That Fund is available for use 
by the Post Office only in accordance with limitations 
(appropriations) that are enacted by the legislature. 
The accrual approach is used in this application, to 
provide business-type statements for the Postal Fund, 
and to assist in establishing rates for the postal services. 
In the British Post Office, different yet similar techniques 
are followed. Cash receipts of the Post Office go into the 
Exchequer, and an appropriation is made to finance 
the expenses of the Post Office. The accounting for the 
appropriation is on a cash basis, but the Post Office also 
maintains "commercial" accounts (the accrual approach), 
which are used for management of the business and to 
determine the rates to be charged for services. 

In these kinds of situations, regardless of variations, 
the accurate determination of costs within a given time 

period, including depreciation, inventory use, etc., is 
of primary importance. 'J:lis better serve~ manag~m:nt 
needs, and provides a baste factor for use m estabhshing 
the prices to be charged to the customers of the fund. 
Like in government enterprises, accrual accounting is 
most appropriate for the revolving fund type of financing, 
since it enables the development of balance sheets and 
other business-type statements that permit thorough 
analysis of the programme involved. 

FUND CONTROL TECHNIQUES 

In government agencies, a primarr objec~iv~ offin~nciai 
management is to control operations :,vi!hu~ av3:Ilable 
funds. This is necessitated by the legal hmrtatrons m the 
appropriation acts of the legislature. Unlike priva~e 
industry, where credit and financing arrangements pernut 
the conduct of operations in accordance with more flexible 
financial targets, a government agency has to operate 
within strictly identified financial boundaries in so far 
as funds are concerned. This is attested to be the fact that 
one of the foremost interests of the government auditor 
is the legality of agency expenditures. 

The need for fund control exists under any type of 
budgeting system. In programme and performa?ce ?udget­
ing, regardless of whether the accounts are ~am tamed on 
a cash, an obligation, or an accrual basis, budget~ry 
fund control accounts are needed for compliance wrth 
legal restrictions. Such control accounts may be operated 
in a variety of ways. The choice of methods dcp~nds on 
such factors as the kinds of programmes and their finan­
cing, the financial management concepts employe?,. t~e 
capabilities of the personnel, and the degree of flextb1hty 
that reasonably may be granted to operating management. 

Within the limits of available funds, sound management 
calls for allocating the total amount into segments that• 
identify the time period within which they may be used. 
The intent of this break-down is to spread the use of the 
appropriation by months, quarters, or o!her time ~e!iod, 
so that its objectives may be attained without add1tt?nal 
financing. Beyond that, there may be ne:d for ~llo_catrons 
into smaller segments that have operational srgmficance 
under the country's budget system. This secondary break­
down may be in terms of programmes, acti~itie~, organi­
zations, types of procurement, or some combmat10n there­
of. Finally, budgetary control reports ar_e need~d to 
enable periodic review of the use of funds m relation to 
the approved allocations. 

PROGRAMME AND OPERATING CONTROL TECHNIQUF.'3 

In programme and performance budgeting, an appro­
priation by the legislature also serves as a con~rol over 
the scope and cost of performance of executive pro­
grammes. The financial management system e1?,ployed by 
the executive, therefore, should produce meamngful d~ta 
to enable effective control along these lines. The operatmg 
control methods, directed towards the attainment of 
approved programme goals at a minimum cost, are 
equal in importance to those used for fund control. 

To satisfy adequately those operating managem~nt 
needs requires determinations of the kinds of financial 
and work information that would be most useful for 
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control of individual programmes. Regardless of the 
accounting approach employed, the financial and work 
measures incorporated in the system must be oriented 
to the pattern of assigned responsibilities and the kinds 
of decisions to be made. There is no "right" measure for 
all activities, and neither the operating nor the financial 
personnel should consider the establishment of the neces­
sary measures as their exclusive province. The selection 
of suitable measures in each agency should be a team 
effort that includes representatives of both the operating 
and the financial management areas as parties of mutual 
interest. This kind of a team effort is indispensable for 
effective results since operating management, in the deci­
sion-making process, must use and interpret the data that 
are produced by the system. Without effective manage­
ment use, the most precise and technically correct system 
has little value. 

Determinations will also be needed on the degree of 
refinement desired in the system. Those determinations 
must take into account such factors as the stage of 
development of the existing management system, the 
capabilities of the personnel, the programme and opera­
tional control needs to be met, and the administrative 
problems involved in making the proposed changes. 
Properly tied into the programme, activity, and organiz­
ation structure, an integrated financial management 
system that is correlated with meaningful work measures 
can produce data of significance for operating control. 
Decisions will be required, however, on the degree to 
which detailed refinements will be sought in each of the 
types of measures employed. 

The considerations involved in the selection of appro­
priate physical measures of programme and work are 
discussed in chapter IV. On the financial side, the use 
of obligations; accrued expenditures, disbursements, or 
actual costs as a measure cannot be considered as mutually 
exclusive approaches. The value of obligations as a fund 
control device, of accrued expenditures as a measure of 
resources on hand, of disbursements as an indicator of 
cash needs, and of costs as a programme measure have 
been noted. Each has its place and usefulness, and should 
be employed for the purposes it serves. Their respective 
values should be considered in relation to the management 
needs at the various levels of each country's government. 

Final determinations should be made, however, in the 
knowledge that the development of all of these several 
kinds of data in appropriate relationships will provide 
full disclosure of financial affairs, and will promote 
more efficient operations. 

To illustrate the manner in which fund and operational 
controls are exercised in existing performance budget 
applications, there is furnished in appendix K an outline 
of the control techniques in the Philippine and United 
States systems. That review of those two applications 
demonstrates the principles and concepts discussed above. 

Conclusions 

This chapter has been directed toward explaining and 
identifying the ways in which financial management can 
be exercised under programme and performance budget­
ing. The illustrations and various appendices demonstrate 
that the basic objectives of that type of budgeting can 
be attained in a variety of ways. In each of the cases 
discussed in appendix K, separate elements of the system 
have been chosen for further refinement; e.g., the empha­
sis on providing performance ratios in the Philippine 
system, and the emphasis on developing actual cost 
data in the United States system. In these countries, 
regardless of the different emphases, benefits have been 
derived in the better management of growing programme 
operations. 

These applications also demonstrate that programme 
and performance budgeting can be applied even though 
different financial measures are used in relation to pro­
gramme and work accomplishments. While it is clear 
that the accounting approach in use has a bearing on the 
accuracy of the financial measures, there has been 
sufficient experience in these different applications to 
bring out the relative advantages of programme and 
performance budgeting over previous practices. In both 
the Philippine and United States Governments, there is 
now a more informed basis for management decisions 
in the development and approval of programme proposals, 
and in the control of execution of approved programmes. 
This, in turn, promotes more effective and economical 
attainment of programme objectives in relation to long­
range social and economic goals. 
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Appendix C 

THE FINANCIAL MANAGEMENT CYCLE 
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Appendix D 

THE ACCOUNTING SYSTEM AS A WHOLE 

Assets 

Appropriations and funds } 
available for disbursement 

Accounts receivable 

Inventories 

Fixed assets 
etc. 

Program costs 

Operating Accounts 

Capital expenditures 
Current expenses 

Receipts and revenues 

Llab/1/lles and Equity 

Accounts payable } 

Other liability accounts etc. 

{ 

Appropriations 
~ Budgetary accounts 

(obligation detail) 

Cash and obligation accounting: 

Shows fund availability and use in the detail required 

Accrual accounting incorporates: 

Asset and liability accounts that show what is owned and owed; operating accounts that 
show income and expense in the detail needed for management 

Appendix E 

RECORDING A TRANSACTION ON THE ACCRUAL BASIS 

(with illustrative timing) 

Phases of a transaction 

Placing an order for goods and services 

Receipt of the goods and services ordered 

Payment made 

Goods and services applied or consumed 

Ordered 

As an obligation 
(in March 1960) 

30 

Recorded In the lime period In which 

Received 

As an accrued expen­
diture 
(in June l 960) 

Paid 

As a disbursement 
(in July 1960) 

Used 

As a cost of work 
performed 
(inDec. 1960) 



Appendix F 

TREATMENT OF VARIOUS TRANSACTIONS IN ACCRUAL ACCOUNTING 

THE DIFFERENCE BETWEEN ACCRUED COSTS, ACCRUED EXPENDITURES, OBLIGATIONS AND DISBURSEMENTS 

MAY BE OBSERVED BY CONSIDERING THE EFFECT OF THE FOLLOWING TYPICAL TRANSACTIONS 

ACCRUII> COSTS LUBILITIIS AIII> nsBRVIS 
I119111'l'ORY r, IIIVEIITORJ r, 

CURR!IIT CAPITAL COIISUD!U CAPITAL tlllDIILIVIIID .ICCOO!ITS RISIRR PCII lt!SIRVI OBLIG&ff (11 .ICCllUID 
'!UISACrICII IIP!IISIS DPllll)ITIJRI$ JU. 'l'IIII.AIB IQUIPIIElft' DIS!mlSDll!ffll CIID!RS PilABI.B DJPRB:UnCll FOR WVB Dl:OllRID DPDDfflJRIS 

IIIOIIIIIIJO BALAIICIS •••••••• , ........................... ► ... 150,000 1500,000 ... 125,000 150,000 1200,000 1100,000 ... ... 
(l) ACIIIICY PUCl8 amBl!8 A1ID CCll'l'IIACTS rats 

l'IR30lUL A1ID COll'l'IUCTU.IL SIIIVICIS ,. ,. ...... ,. • ,. • ,. 5,000,000 5,000,000 
CClllR7lf.t.1lt DTIRI.US .......... • • .... • .... • • ...... • • @,000 @,000 
CAPITAL IQUIPll!IIT ................................. , 300,000 300,000 

(2) ACIIIICY IIICSIV!Ss 
PBIIS<IIAL S!l!VICIS ............................ • ..... 4,800,000 4,soo,000~-~ 4,800,000 4,800,000 
car~ JU.T!IIIJUI ............................... ,00,000 300,000 • 300,000 300,000 
CAPITAL !QDIPIID1' •• •,. .......... • .... • • • •. • • • .. • • • • 200,000 200,000(-) 200,000 200,000 
CCIITII.ICTU.IL SIRVICIS PCII IJST.ILLIIIO IQlJ'Il'laT , ••••• 25,000 25,000(-) 25,000 25,000 

()) ACIIIICY USIS COllSUlllU IIA'l'IIIIW ............. ...... ... 100,000 25,000 125,000(-) 

(4) IIIPID!DS IAR1I IDII Wff THAI Tm Tm ............... 25,000 :i:s,ooo 

(5) IJll'lm:Ut'IOI IS CIW!OID PCII USI r, r.QlJIPlllll'I' .......... 50,000 50,000 

(6) .&allCt PAYS POil P.lltT r, P!21S<11.IL SIIIVICIS, 11:fC, • ,. .... 5,000,000 5,000,000(-) 

SO'lffl7l'AL ••••••••••••••••••••••••••••••••••••••••• 4,975,000 250,000 225,000 500,000 s,000,000 400,000 375,000 250,000 us,ooo S,?00,000 5,325,000 

IIIIXJCT IIIOIJllf]]tQ B&LlJK:IS ,. ...... ,. • .... • ........ - - 50,000 500,000 - 25,000 50,000 200,000 100,000 - -
CHAD POR DAR .. ..... , ........ , .. , .............. 4,97',000 250,000 175,000 -0,. 5,000,000 375,000 325,000 50,000 25,000 5,?00,000 5,325,000 

~ /' ----- / 

~ ~ ~ / 
.ICCIIUIDCOIITS- DI:uoJRS!WTS ....... 1s,ooo,ooo 0!I.ICIA'?IOIS ...... • •• ts, '1001000 .10C111J111 wrrom -ls,,:z,,ooo 

ClJRIIIIIT lllPIIISIS 14,975,000 Ill (ll (ll 
C.IPIT.&L UPDDITURIII 2~,QQll 

1225,000 ;r.J;!ll THAI .ICCRUID COSTS 1475,000 !mm 'lllD ACCIDID CQSTII ll00,000 g !BAI ACCllDID COSTS 
T0UL ........... 5,225,000 
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Appendix G 

SIGNIFICANCE OF VARIOUS ACCOUNTING CATEGORIES FOR MANAGEMENT 

The relationship between (1) ACCRUED COSTS. (2) ACCRUED EXPENDITURES. (3) DISBURSE­
MENTS, and (4) OBLIGATIONS is further illustrated by the following, using the same facts set 
forth in the preceding tabulation: 

Accrued Costs: 

Current expensH _ _ _ _ _ $4,975,000 

Capital expenditures ____ 250,000 

Dedud: Unfunded Costs-

Depreciation ------- 50,000 
Accrued leave _______ 25,000 

Total funded costs ___ 

Add: Chan9e In Inventory of con• 
1umable materials an increase of -

$5,225,000 

75,000} 

5,150,000 0 
175,000 © 

@ Oepr~iation and annual leave not 
funded in the sense that obligational au­
thority is granted for these element& of 
cost. Accrued leave is not an obligation 
until it becomes due ond payable as 
terminal leave, with some exceptions. 

® More material RECEIVED thon USED 
resulting in an inventory INCREASE, 
which must be added to arrive at accrued 
expenditures. An inventory decrease 
would be deducted. 

G) Accrued expenditures ______ 5,325,000 

@ More goods and services were RE­
CEIVED than PAID for, resulting in on 
INCREASE in payables, which must be 
deducted to arrive at di:sbursements. A 
DECREASE in payables would be added. 

Accrued expenditures - - 5,325,000 

Deduct: Change In PoyoblH, 

Increase of - - - - .. 325,000 

© Disbursements - - - - - 5,000,000 

/ 
Accrued expenditures - - 5,325,000 

~ 
Add: Undelivered Orders, 

©¥ an increase of - - - - 375,000 © 
0 Obligations - - - - - - - 5,700,000 

@ Less goods and services were RE­
CEIVED than ordered (obligated) result• 
ing in an INCREASE in undelivered 
orders, which must be added to arrive at 
obligations. A decrease in undelivered 
orders would be deducted 



Appendix H 

COST ACCOUNTING AND BUDGETARY REPORT 1/EPOIITS CONROL SntBOL 

'l"l,.r.1 li7 10-119 

Department of Medicine & Surgery STATION NUMBER AND LOCATION DATE REPORT PREPARED 

Veterans Ad•inistration Veterans Administration Januarv 12. 1960 
Central Office Hospital 115209 CUMULATIVE REPORT FOR TO Washington 2S, o.c. 

Arn;: Office of Controller Fort Wayne, Indiana PERIOO JULY 1. 19 59 
Dir,, Audit & Acctg. Service 

THRouGH December 31. 195 
PART I -- HOSPITAL-DOMICILIARY ACTIVITY 

SECTION I 

CUMULATIVE CUMJLATIVE 

MRAS LINE SYMBOL CUMULATIVE NET NET COST PER CUMJLATIVE NET t-iET AVERAGE 
DESCRIPTION INPATIENT (MEMBER) INPATIENT EJ..OG::TED PERSCNAL F, T, EQUIV, NO, NO. OPERATING COST (MEMBER) DA1 SERVICE COST EMPLOYMENT 

(A) (B) (C) (0) (El 

I I OFFICE OF MANAGER 8 43 I. IC 18.514 .542 18.229 4.0 
, 2 REGISTRAR DIVISION 8 43 1.20 54.067 1.637 48.980 21.6 
I 3 FISCAL DIVISION 8 43 I. 30 17 .181 .536 16.892 5.8 
3 8 PROFESSIONAL MED, SERV. 8 43 2 , 20 95. 038 2.954 84.965 13.3 
3 9 ANCILLARY MEDICAL SERV, 8 43 2 , 30 67.168 2.173 44.666 13.7 
4 19 CARE OF PATIENTS (MEMBERS) 8 2,00 L..27 .392 11.461 1QO_ 11 n 1?? .1 
5 17 DIETETIC SERVICE 8 3.00 }Oli.292 1 ':\jl,;. 7'. '7R 'ti... 1 

0 21 TOTAL INPATIENT (MEMBER) COST e43 ,.J.3 1 803,703 25.013 691.900 245.2 
7 22 OTHER HOSPITAL (DOMICILIARY) COST 8 43 8,00 l.900 i\:~:~\~:~:~!!:!:~:i:~:~:~:~:\:~:~:\ 
8 23 OPERATION OF HOSPITAL (DOM , ) 8 43 o.oo 805,603 i:i:\:\:!:\:~:~:~:i:~:i:!:!:\:\:~:~: 691. 900 245.2 

SECTION 11 

MRAS LINE DIETETIC COSTS TOTAL COSTS COST PER RATION 
NO. NO. CUMULATIVE (A) CURRENT ~ONTH (Bl CUMULATIVE (C) CURRENT MONTH (D) 

I u TOTAL 114.468 19. 521 3.383 3.363 
2 25 PROVISIONS 36,304 5.866 1.073 1.010 
z 24 SALARIES 72.831 12. 790 2.153 2-204 
2 27 OTHER 5.333 865 .157 .149 

SECTION 111 

MRAS LINE DESCRIPTION (A) NUMBER (Bl 

3 28 TOTAL RATIONS 33.827 C27 



Appendix I 

CURRENT AUTHORIZATIONS"""c'COAST GUARD 

Operating expenses 

PROGRAM AND FINANCING 

( In thousands of dollars) 

Program by activities: 

Direct program: 

1. Vessel operations . . . . . . . . 
2. Aviation operations . . . . . . . 
3. Shore stations and aids operations . 
4. Repair and supply facilities . . . . 
5. Training and recruiting facilities 
6. Administration and operational control 
7. Other military personnel expense . . . 
8. Supporting programs . . . . . . . . 

TOTAL, direct program costs 

9. Unfunded adjustment to total direct program costs: 
Property or services transferred in (-) without 
charge, net . . . . . . . . . . . . . . . . . . 

TOTAL, direct program costs, funded 

10. Relation of costs to obligations: Obligations incurred 
for costs of other years, net . . . . . . . . . . . 

TOTAL, direct obligations 

Reimbursable program: 

11. Operation of ocean stations (Navy) . . . . . . . . 
12. Miscellaneous services to other accounts . . . . . . 

TOTAL, reimbursable program costs 

13. Relation of costs to obligations: Costs financed from 
obligations ofother years, net(-) . . . . . . . . 

TOTAL, reimbursable obligations 

TOTAL, obligations 

Financing: 

Advances and reimbursements from­
Other accounts . . . . . . . . . 
Non-Federal sources (40 U.S.C. 48l(c)) 

Unobligated balance lapsing . . . . . . 

NEW OBLIGATIONAL AUTHORITY 

34 -

1960 
actual 

50,975 
22,700 
53,300 
4,750 
7,300 

25,860 
20,490 
6,402 

191,777 

-10,653 

181,124 

8,113 

189,237 

16,885 
11,966 

28,851 

-434 

28,417 

217,654 

-28,209 
-207 

562 

189,800 

1961 
estimate 

53,241 
26,145 
57,447 

5,077 
7,747 

27,988 
22,833 
7,622 

208,100 

-5,241 

202,859 

2,591 

205,450 

16,980 
16,719 

33,699 

33,699 

239,149 

-33,499 
-200 

205,450 

1962 
estimate 

54,444 
26,628 
62,528 
4,493 
8,026 

28,090 
21,304 
9,253 

214,766 

-4,679 

210,087 

2,413 

212,500 

16,980 
17,120 

34,100 

........ 
34,100 

246,600 

-33,900 
-200 

........ 
212,500 



Appendix J 

• REVOLVING FUND BUDGET PRESENTATION 

UNITED STATES DEPARTMENT OF 
HEALTH, EDUCATION, AND WELFARE 

PUBLIC HEALTH SERVICE-Continued 

lntragovernmental funds-Continued 

SERVICE AND SUPPLY FUND 

This fund finances the providing of certain supplies, 
• services, and equipment to programs of the Service. It 
, is reimbursed from the appropriations supporting the pro­
grams benefited (42 U .S.C. 231). 

Budget program.-The principal operations under the 
fund are carried out at (a) the medical supply depot at 
Perry Point, Md., which maintains stocks of drugs and 
other medical supplies to meet in part the requirements 

, of the Service and requisitions of other Government 
,· organizations; and (b) the activity at the National Ins ti­
; tutes of Health which maintains a central supply of scien-
tific and general-use materials, supplies, and special 
equipment and also provides services such as animal 
production, statistical processing, and instrumentation for 
the laboratories and offices at Bethesda, Md. 

Operating results.-Retained earnings amounted to $128 
) thousand as of June 30, 1960, and are being retained in 

the fund against the possibility of future losses. 

Sources and Application of Funds (Operations) (in thousands of dollars) 

1960 1961 1962 
actual estimate estimate 

Gross expenditures (funds applied): 
Supply depot activities : 

Acquisition of equipment. ___ ___ . ____ ____ 
Expense: 

14 23 2 

Purchase of commodities for sale _____ __ . 2,558 2,567 2,630 Other expense __ _________ ____ _____ __ __ 280 303 302 
Adjustment of prior revenue ___ _________ 13 - - --- · ---- ---------Increase in selected working capital_ ____ ------ ---- 48 7 

Total, supply depot activities . ____ ____ 2,865 2,941 2,941 
National Institutes of Health activities: 

Acquisition of equipment_ _____ ____ ___ __ _ 
Expemr: 

9 23 14 

Purchase of commodit ies for sale _____ ___ 2,137 2,016 2,091 
Olher expense ____ . ___ _______ . ______ . _ 869 2,276 2,276 

Increase in selected working capital__. ____ --- ------- 135 -- -·-----
Total, National Institutes of Health 

activities __________ _________ ____ __ __ 3,015 4,450 4,381 

Total gross expenditures .. _. ____ .. _____ 5,880 7,391 7,322 
Receipts from operations (funds provided): 

Supply depot activities: 
Revenue ___ . ____ _________ . ____ __ ______ _ 2,781 2,941 2,941 
Decrease in selected working capital. ____ __ 125 ---------- ---------

Total, supply depot activities __________ _ 2,906 2,941 2,941 
National Institutes of Health activities: 

Revenue, ______ __ . ____ _________ __ ____ . _ 2,876 4.381 4.381 
Decrease in selected working capital__ __ ___ 114 ---- -- ---- ---------

Total, National Institutes of Health 
activities ___________ ___ __ __ ____ ___ __ 2,990 4.381 4,381 

Total receipts from operations _______ ___ 5,896 7,322 7,322 
Budget expenditures _____ __ . ___________ -16 69 ---------

Revenue, Expense, and Retained Earnings (in thousands of dollars) 

Supply depot activities: 
Revenue ______________ ___________________ 2,781 2,941 2,941 
Expense __________ _______ ____ ___________ _ 2,789 2,941 2,941 

Net operating loss (-), supply depot 
activities ________ ______ - __ - ___ _____ . -8 --------- ------ ·--

National Institutes of Health activities: 
Revenue ______ • _____________ ________ _____ 2,876 4,381 4,381 
Expense ____ __________ _______ _______ . ____ 2,874 4,381 4,381 

Net operating income, National lnsti-
tutes of Health activities _____________ 2 ---------- ---------Nonoperating loss(-): Writeoff of equipment_ -I ---------- ---------

Net loss(-) for the year ______________ -7 ---------- ·--------
Analysis of retained earnings: 

Retained earnings, beginning of year. _______ 148 128 128 
Adjustment of prior year revenue ___________ -13 ---------- ---------

Retained earning,, end of year __________ 128 128 128 

F'mancial Condition (in thousands of dollars) 

Assets: 
Cash with Treasury ________________ _______ 698 629 629 
Accounts receivable, net ______ ____________ _ 176 339 346 
Commodities for sale ______________ ________ 1,635 1,497 l ,497 
Supplies inventory_------------------ - ---- 5 5 5 
Equipment, net ______ - - - - __ - ___ - - ---- ____ - 139 163 156 

Total assets __________________________ 2,653 2,633 2,633 
Liabilities: 

Current_ ______ - - - --- - - - - - - -- - - - - - - - -- - - - • 526 506 506 

Government investment: 
Non-interest-bearing capital: 

1,997 1,999 f,999 Start of year. ________ ------ - -----------
Donated equipment during year __________ 2 ---------- ---------
End of year ________________ _______ _____ 1,999 1,999 1,999 

Retained earnings ____ _ - __ ______ ____ -- . ____ 128 128 128 

Total Government investment _____ _____ 2,127 2,127 2,127 

Object Classification (in thousands of dollars) 

II Personnel compensation: 
Permanent hositions ____ ---------- ----- 757 1,578 1,583 
Positions ot er than permanent ____ __ ___ I 7 7 
Other personnel compensation __________ 29 89 83 

Total personnel compensation ____ ____ 787 1,674 1,673 
12 Personnel benefits ____ --- - --- ________ ____ 54 126 126 
21 Travel and transportation of persons ______ 3 5 5 
22 Transportation of things_ - - ______________ 41 20 20 
23 Rent, communications, and utilities ___ __ __ 19 367 367 
24 Printing and reproduction ________________ 144 140 140 
25 Other services. ________ _ -- --- ------ _____ 508 550 550 
26 Supplies and materials ____ ___ ___ ___ _ . _____ 4,145 4,123 4,262 
31 Equipment__. - - • - - - - - - - - - - - - - • - - - - - - - - - 170 206 175 

Subtotal _____ ______ ____ ___ __ _______ __ 5,871 7,211 7,318 
Deduct quarters and subsistence charges ___ ____ 4 3 3 
Net change in supplies inventory _________ _____ 2 ---- ------ ---------

Total accrued expenditures-costs _______ 5,869 7,208 7,315 
Net change in unpaid undelivered orders _______ 72 ---------- ---------

Total obligations _________________ _____ 5,941 7,208 7,315 

Peraonnel Summary 

Total number of permanent positions __________ 186 318 318 
Pull-time equivalent of other positions _________ 1 I 
Average number of all employees __________ ___ 177 307 308 
Number of employees at end of year_ _________ 164 312 312 
Average GS grade ___ _____ ______ ___ _________ . 3.5 6.8 6.8 
Average GS salary ___ - - __ ______________ . ____ $3,994 $5,894 $5,894 
Average salary of ungraded positions __________ $4,379 $4,115 $4,115 



Appendix K 

AN OUTLINE OF CONTROL TECHNIQUES IN PROGRAMME 
AND PERFORMANCE BUDGETING 

Philippine Government 

In the Philippine application of programme and performance 
budgeting, a selected number of the agencies receive appropriations 
on a programme basis, while others continue to receive appropria­
tions on a line-item.basis. However, even those agencies that receive 
their appropriations on a line-item basis prepare and execute their 
budgets on a programme and performance basis. The operations 
of the agencies that receive programme appropriations are con­
trolled in the manner described below. 

Fund control. Under its programme and performance budget, the 
Philippine Government employs a system that is based on central 
fund control along organization, programme, -and object lines. Under 
the law, the system is administered by the Commissioner of the 
Budget, who allots funds to each agency in accordance with the 
planned levels of work under an appropriation. The allotments are 
made on a quarterly basis, by programme and project, and in three 
major objects-personal services, maintenance and other operating 
expenses, and equipment. The Budget Commissioner can withhold 
allotments when the income proves to be lower than budgeted, or 
when the funds are not needed by the agency. In addition, he can 
approve transfers between projects and modifications of work 
plans when desirable. 

The quarterly allotments control the release of funds for each 
agency's use, based on its financial and work plan for the year. 
When the Budget Commissioner issues an advice of allotment, the 
receiving agency draws a treasury warrant and transfers the funds 
to an account it maintains in a commercial bank. The cash balance 
of such an account consists of current allotments plus the carry-overs 
of unspent allotments received in prior years. Agency withdrawals 
from its commercial bank account represent agency disbursements. 
Unspent allotments at the end of a period generally are considered 
to represent accounts payable. 

Budget Commission control of fund use by an agency is exercised 
in terms of obligations. The allotments received in an agency are 
broken down to the three broad object classifications identified 
above, but the agency head has discretion to transfer funds among 
these categories when justified and to the extent permitted by law. 
Within the allotment limits, the agencies establish such suballot· 
ments as are considered necessary for operational purposes. Agency 
officials are responsible for employing a system of internal control 
over the use of obligations and the accomplishment of planned work. 
Monthly reports are required to provide data that permit comparison 
of plans and actual results. Combined, these allotting and reporting 
techniques are designed to prevent deficits and waste, to provide 
management flexibility, and to promote efficiency and effectiveness. 

Programme and operating control. A major feature of the opera­
tional control system in the Philippine Government is the financial 
planning process, which is based on long-range plans that reflect 
economic and social development needs. Those long-range plans 
project what the Government intends to accomplish over a number 
of years, and give rough estimates of fiscal requirements. This 
provides the framework for programme and policy decisions that 
lead to the establishment of budgetary programmes, organizational 
responsibilities, and administrative policies. The annual budget 
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plans identify the nature and amount of work to be done, the work 
schedule, the production and quality standards, and the resources 
required. For fiscal year 1961, for example, the financial and work 
plan in the budget was developed within the context of a "Five-Year 
Fiscal Plan." 

With the centrally prescribed fund control structure as a base, 
each Philippine agency develops its detailed financial and work 
plan, which establishes the accounting and reporting pattern used 
for control purposes. Thus, the allotments are directly related to the 
work plan. Generally, the agency suballotments follow the pattern 
of programme responsibility. This results in a breakdown by projects 
and subprojects, and allocation of funds to the responsible organiza­
tion units. Where necessary to meet the demand, supporting distribu­
tion or analysis accounts are used, to produce desired financial 
data as a by-product of the allotment accounting process. On that 
basis, the agency head establishes .an internal pattern for control 
of organization performance against the work plan. 

The accounting approach in the Philippine Government produces 
obligation data as the primary financial measure for use of agency 
management. Obligations are recorded in the budgetary accounts, 
in the detail required by the subaccount structure established by the 
individual agencies. When an obligation is incurred, the funds are 
considered to have been expended. Through these practices, finan· 
cial data are related to organizations, programmes, and work in 
the same terms as they were set up in the budget, thus permitting 
an evaluation of obligation and work performance against the 
approved budget. 

The disbursements of an agency, representing cash withdrawals 
from the agency's commercial bank account, are not related to 
organizational units, programmes, and work. Similarly, the develop­
ment of cost information in such terms is not prescribed, nor are 
such data requested in centrally required reports. Within the budget· 
ary system, however, recognition is given to the possibility of 
developing actual cost information - to the degree considered 
desirable by agency management. 

Each agency submits an annual estimate of its monthly income, 
and monthly reports on income received - which permit analysis 
of the deviations, and necessary adjustments of the allotments. 
Monthly reports of operations are also prepared to show for each 
project the work and obligation levels achieved and any deviations 
from plans. Those data reflect the work units accomplished in 
relation to obligation data and manpower used. Analysis of these 
operational reports supply information for remedial action by 
management. On the basis of those agency submissions, natio!lll 
income and operational reports are developed monthly to bring 
out government-wide results and the performance of department,. 
bureaus, and offices. The national operational report shows income 
and obligations related to the work plan, and identifies the pero:n· 
tage of work accomplished and the degree to which planned rates 
of production are being achieved. In addition, a summary report 
is prepared monthly, on the condition of income, appropriations, 
obligations, and cash for the General Fund. 

Within this over-all reporting structure, each agency develor; 
internal reports, in the detail required for its own purposes. Pro,isit'n 
is made for comparative reports at the levels of the departmenis. 



bureaus, and agency control centres, following the principles incor­
porated in the centrally prescribed reports. Through this planning, 
accounting, and reporting process, the Philippine application of 
programme and performance budgeting provides the various levels 
of governrrtent with related data on programmes, work accomplish­
ments, manpower utilization, and financial results. 

A brief but illustrative picture of the Philippine programme and 
performance budget practice is provided in exhibit 1. The subject 
covered by that exhibit is the Cadastral Surveys project of the 
Bureau of Lands in the Department of Agriculture and Natural 
Resources. It consists of four parts, as follows : 

Part A presents the estimate for the project as it is shown in the 
budget. This bring out the amount of the obligation request, 
together with data on actual and planned work units, produc-
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tion rates, manpower, the cost per unit in obligation terms, and 
a supporting explanatory narrative. 

Part B is the agency request for allotment of funds, showing the 
obligation authority requested under each fund for the project, 
in terms of the three prescribed object classifications. It also 
shows the time phasing for use of funds, supported by the work 
units and manpower provided for in the work plan. 

Part C reflects the Budget Commission's allotment advice, which 
sets forth the financing plan approved for the project in the 
first quarter. 

Part Dis the agency's report of actual results - in terms of obliga­
tions, work, and manpower. The relationship to the plan of 
work and financing is not shown on this report since that is 
brought out at the end of each quarter. 



Appendix K, Exhibit 1, Part A 

BUDGET ESTIMATE FOR CADASTRAL SURVEYS PROJECT, PHILIPPINES 

Total obligations 

Project 2. Cadastral Surveys 

1958 
actual 

(P) 

2,512,588 

1959 
estimate 

(P) 

1,344,834 

1960 
estimate 

(P) 

1,776,322 

Cadastral Surveys are surveys made for all holders, possessors 
or occupants of land inside municipalities or cities to clear titles 
of ownership by registration as contemplated by the Cadastral 
Law (Act 2259) . Cadastral Surveys are executed when authorized 

by the President of the Philippines and when public interest requires 
that titles to the land be settled and adjudicated. 

The Director of Lands represented by the Solicitor General , 
institutes registration proceedings so that ownership to such lands 
as are occupied, held or possessed by cla imants may be settled and 
adjudicated. 

Cadastral Surveys follow the extent of the possession of the holder, 
possessor, or occupant. The boundaries of each lot are irregular. 
Hence, they are more costly than ordinary public land surveys 
and subdivision. 

Personnel work measurement 

Units of Total work Tota/work Rate of Man.years 
Cost per Fu rol backlog units on units production 

Unit of work measure=nt year beginning hand during accomplished per man - un/1 of 
Direct work of year 

Lots surveyed by administration . 1958 .. . . ... . 
1959 
1960 ... . .. .. 

Lots surveyed by contract 1958 
1959 .... . . .. 
1960 .... . . .. 

Lots surveyed by photogrammetry 1958 . . ... . . . 
1959 
1960 ..... . .. 

Total man-years 1958 .. .. .. . . 
1959 .. ... . . . 
1960 ..... . .. 

Cadastra/ Surveys by administration 

In 1958, 5,520 lots were surveyed by Bureau personnel at an 
expenditure of P236,395 or at a unit cost of P42.82. For current 
year 1959, 11,532 lots are expected to be surveyed at an estimated 
expenditure of P400,500 or at unit cost of P34.73 and for budget 
year 1960, at the same unit cost, 14,722 lots will be surveyed at a 
cost of PSI 1,322. 

Cadastral Surveys by contract 

In 1958, 43,289 lots were actually surveyed by contract with 

the year or estimated year Total operations 

p 

5,520 5,520 38 146 146 42.82 
11,532 11,532 55 208 208 34.73 
14,722 14,722 64 231 231 34.73 
43,289 43,289 4,328 10 10 34.73 
27,190 27,190 2,719 10 10 34.73 
24,906 24,906 2,491 10 10 34.73 

. .. . . . . . · -• ... . .. 
. .. .. ... 

23,259 23,259 176 132 132 17.00 

156 156 
218 218 
373 373 

private surveyors at an expenditure of P2,276,193. With an estimated 
obligation of P944,334, it is expected that only 27,190 lots will be 
surveyed in 1959 and in 1960, with an estimated expenditure of 
P865,000, 24,906 lots are anticipated to be surveyed. 
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Cadastral Survey by aerial photogrammelry 

This is a new method of land survey by aerial photogrammetry. 
For FY 1960, the amount of P400,000 is proposed to be spent 
for this work to yield 23,250 lots to be surveyed at a unit cost of 
Pl7.00. 



CADASTRAL SURVEYS PROJECT, PLAN OF WORK AND REQUEST 
FOR ALLOTMENT, PHILIPPINES 

SAMPLE 1 
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CADASTRAL SURVEYS PROJECT, REPORT OF OPERATIONS, PHILIPPINES 

REPORT OF OPERATIONS 
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Appendix K (continued) 

United States Government 

In the United States application, all agencies have adopted the 
programme and performance budget approach. The operations of 
each agency are controlled through use of the following techniques. 

Fund control. In the United States system, the number and type 
of allotments are determined by the operating agencies, within the 
limits of centrally approved apportionments. By law, the Budget 
Director approves the apportionment of appropriated funds, which 
is done on the basis of the agencies' financial plans. Those appor­
tionments are made by months, quarters, or other time periods -
usually for the appropriation as a whole; or they may be made for 
a year by programmes, activities, or objects, or by a combination 
of those categories. Such limitations are designed to prevent the 
use of funds beyond appropriation limits, and to achieve the most 
effective and economical operation. The Budget Director may also 
establish reserves to provide for contingencies or to effect savings 
where possible, and can adjust apportionments as required. Funds 
are released for agency use upon approval of the agency apportion­
ment plan. The head of each agency is required by law to prescribe 
a system of administrative control, subject to the approval of the 
Budget Director, that will restrict the use of funds to the apportion­
ment limits and enable the fixing of responsibility for violations of 
established limitations. Under that system the agency head pre­
scribes the allotment structure best suited to his fund control needs. 
However, in order to have a simplified system, the law directs 
each agency to establish allotments at the highest practicable level, 
and to work toward the objective of financing an operating unit 
from not more than one allotment from each appropriation finan­
cing that unit. 

The allotment pattern in each agency, therefore, varies according 
to its own needs, but must conform to the apportionments of .the 
Budget Director. Generally, most allotments are on a quarterly 
basis, but they may be made in terms of various categories, i.e., 
programmes, organization, types of procurement etc. Emphasis is 
placed on broad allotments - for example, in small agencies there 
may be but a single allotment; in larger agencies, single allotments 
may be made for the national office and for each field operating 
unit. This provides management flexibility, since the operating 
manager can shift available funds between objects, subsidiary 
organizations, etc., as the need may arise. With such flexibility, 
however, goes a responsibility for ensuring adherence to established 
limits, since violations of allotments and apportionments are subject 
to penalties in the law, and are required to be reported to the 
President and the Congress. 

Each agency submits reports - generally on a monthly basis -
that reflect the actual use of funds in relation to established limita­
tions and the financial plan. This combined apportionment and 
allotment system provides the type of fund control considered most 
appropriate to the individual agency. At the same time, it furnishes 
maximum flexibility to operating management in the interests of 
obtaining the most effective and efficient use of available funds. 

Programme and operating control. The United States operational 
control system also is based on long-range plans that are related 
to the annual budget plans of the agencies. The concepts of common 
classifications, financial plans that incorporate measures of pro­
grammes and work, and reports of actual against planned results 
are also provided for in the system. Generally, there is a basic 
similarity with Philippine practices in the structural aspects of the 
two systems. There are, however, at least two important differences 
in approach that should be highlighted. 

First, the United States system does not require programme.and 
work measures to be presented in terms of cost or manpower per 
unit in the same detail and to the extent required in the Philippine 

system. However, the need for substantive measures is stressed, and 
the development of cost and manpower ratios is urged upon agency 
management wherever such a measurement system is significant as 
a management tool, and the value to management justifies the costs 
of maintaining the system. Thus, recognition is given to the fact 
that not all programmes and work are as readily susceptible to a 
unit cost application. Work and programme measures of some type 
are used in all agencies, but they range from the presentation of 
broad programme measures in relation to total costs under an appro­
priation, to situations where costs are related to detailed units of 
work. In contrast with the Philippine application, top management 
use of ratios of costs or manpower to specific programme and work 
units is not as generally and uniformly required. 

On the other hand, the United States has stressed the refinement 
of financial measures. Recognizing that obligations are not the 
most accurate measure of programme status and accomplishments, 
the United States is developing accrual and cost information in all 
agencies. Under the law and the related principles and standards, 
agency accounting systems are to produce accrual and cost informa­
tion on a practicable basis, to the extent required by internal manage­
ment - subject to the minimum requirement that such data be 
available by programme and organization unit on a monthly basis. 
This allows for a flexible application according to the kinds of 
programmes conducted by individual agencies, and also provides 
the accrual and cost data desired for central reporting purposes. 

The system also incorporates certain concepts concerning manage­
ment use of obligation and cost data. As previously noted, the law 
establishes the objective of exercising fund control through broad 
allotments. This came about because of difficulties previously 
experienced in obligation accounting for expanding operations, 
when the budgetary accounts became increasingly more detailed and 
complex (in terms of sub and sub-suballotments) in attempts to 
meet the operating needs of management. To avoid those kinds of 
difficulties, the governing principles now emphasize the establish· 
ment of broad allotments on an obligation basis in the budgetary 
accounts, which are to be used exclusively for fund control; and a 
co-ordinated series of operating accounts that develop more detailed 
information - in terms of costs - which is to be used for pro­
gramme and operational control purposes. 

The basic premise of this approach is that both obligation ano 
cost data can be developed in co-ordinate fashion in an integrated 
system ; and that this can be done so that each will serve the man· 
agement purpose for which it is most appropriate. Under that 
approach, when goods and services are ordered, the obligation is 
recorded against the allotment to the procuring organization. 
At this point, fund control is established, but there is no need as 
yet for identifying the programme that will use those resources. 
The latter can sometimes be difficult as, for example, in the case of 
supplies that commonly may be used in several activities or pro­
grammes. When resources on hand are actually used, their value 
is recorded in the operating accounts as a cost of the programme 
to which they are applied. At this point there is a measure of actual 
performance - goods or services used - and there is no problem 
in identifying the charge with a specific programme. In contrast 
with the obligation approach, this eliminates the need for recording 
obligations in the more detailed classifications that are used for 
programme control. 

To ensure that operating management does not take actions that 
will cause an overexpenditure of funds within a given time period, 
the programme managers are given cost targets in terms of pre>­
grammes. Unlike the strict limitations imposed by obligation 
allotments, those cost targets establish financial goals that pennit 
minor deviations as may be required for the most efficient manage­
ment. Both the broad obligation allotments and the more detailed 
cost targets are identified in the agency financial plan, providing 
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the basis for reporting actual against planned results in both areas. 
Thus, operating management has more flexibility, with no sacrifice 
of fund control. 

Besides providing for better identification of programme costs, 
this approach also minimizes the difficulties of utilizing appropriated 
funds to the fullest extent possible. In a detailed obligation system, 
the use of numerous allotment and suballotment accounts inevitably 
increases the total amount of funds that must be held as a safety 
factor against overexpenditure - because of the margin required 
for that purpose in each account. With broad fund controls and 
fewer balances to be maintained, the total size of that safety factor 
is reduced. 

On the other hand, the interest of the programme manager unde~ 
an obligation system in using all funds still available near the end o1 
a fiscal year is de-emphasized. Under the accrual approach, his 
interest is directed toward the completion of work planned for the 
period within the established cost targets. The problem of full use 
of cash and obligations is shifted from the programme manager to 
the procurement official. In this shift, there is established in the 
procurement official the fund control responsibility, and in the 
programme manager the responsibility for operational control. 
At the same time, there is developed in the programme manager 
a cost consciousness that can contribute to more economical 
operations. 

The United States system does not establish as uniform a struc­
ture in each operating agency as does the Philippine system. Never­
theless, the United States practice can be illustrated by the example 
of the Atomic Energy Commission, an independent agency that 
was in the forefront in developing the accrual approach now gener­
ally being applied. That illustration is brought out in exhibit 2, 
which consists of five parts: 

Part A presents a schedule for the Commission's appropriation 
for operating expenses that is similar to the one shown in the 
annual budget estimates. This brings out the accrued costs 
by programme, reconciled in total to obligation requirements. 
In the budget document, such a schedule is supported by an 
explanatory narrative that identifies programme objectives. 

Part B is the agency approved financial plan for its New York 
office. It brings out the current, proposed, and approved plan, 
in terms of the budget programmes; and shows the cost targets 
by programme, the adjustments to total planned obligations, 
and the total obligation allotment. The latter reflects the allot­
ment approved by the head of the agency. 

Part C is the agency approved financial plan for the breakdown 
of the physical research programme in the New York office 
(which is included in the total plan shown in part B). This 
shows the planned costs by programme component, which is 
the basis for operational control. Operating officials may revise 
these cost plans within the programme as necessary for the 
most efficient management. 

Part D is the agency approved plan of timing for the physical 
research programme in the New York office, showing the 
planned distribution of costs throughout the year. This pro­
vides the basis for monthly performance reporting. 

Part Eis an illustration of a monthly report on operations against 
the approved plan for all programmes at the New York 
office, showing actual results against the plan in terms of cost 
by programme, total obligations, and reconciling items. -This 
type of report is supported by interpretative comments, and by 
more detailed unit cost reports where such unit costs are deve­
loped. Together, this information provides the basis for such 
corrective action by management as may be required. 

Appendix K, Exhibit 2, Part A 

SUMMARY OF OPERATING COSTS BY PROGRAM RECONCILED 
TO NET OBLIGATIONS 

Actual Estimate Estimate 
FY 1959 FY 1960 FY 1961 

$ s $ 
Accrued costs by program: 

Raw materials . 705,512,144 728,646,000 630,000,000 
Special nuclear materials 541,303,455 563,000,000 567,700,000 
Weapons 484,879,166 498, l 00,000 504,000,000 
Reactor development . 347,057,273 389,800,000 436,200,000 
Physical research 114,645,885 143,344,000 163,200,000 
Biology and medicine 42,007,757 49,000,000 54,200,000 
Training, education and information 13,033,893 13,500,000 14,200,000 
Civilian applications of isotopes and nuclear 

explosives . 5,762,397 11,000,000 11,500,000 
Community . 16,509,601 14,632,000 10,204,000 
Program direction and administration . 49,412,165 52,000,000 54,900,000 
Security investigations 6,995,176 6,097,000 5,862,000 
Other costs 5,559,672 5,800,000 6,500,000 
Adjustement to prior-year costs 3,483,142 -0- -0-

TOTAL, accrued program costs 2,329,195,442 2,474,919,000 2,458,466,000 
Changes in selected resources 18,265,361 54,058,420 28,434,000 

TOTAL, obligations for operating 
expenses 2,347,460,803 2,528,977,420 2,486,900,000 

Less revenues applied 28,079,323 26,850,000 22,600,000 

Net obligations (financed by 
appropriated funds) 2,319,381,480 2,502,127,420 2,464,300,000 
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Appendix K, Exhibit 2, Part B 

FINANCIAL PLAN - APPROPRIATION: OPERATING EXPENSES, UNITED STATES 
ATOMIC ENERGY COMMISSION 

OPERATIONS OFFICE Oil HEADQUAllTERS DMSION: F ISCAL YEAR : 

New York Operations Office 
I 

1960 

INCREASE Oil APPROVJ.D PLAN 
ITEM CtnulENT PLAN DECREASE (-) PROPOSED PLAN (For use by Assistant 

Controller for Budgets) 
(I) (2) (3) (4) (5) 

1. PROGRAM COSTS INCURRED : 

A. Raw materials + 10,000 10,000 10,000 

B. Special nuclear materials . 1,879,000 - 20,000 1,859,000 1,859,000 

C. Weapons 

D. Reactor development 18,675,000 + 2,018,000 20,693,000 20,693,000 

E. Physical research 31,969,000 + 8,999,000 40,968,000 40,968,000 

F. Biology and medicine 10,156,000 + 249,000 10,405,000 10,405,000 

G. Training, education, and information 320,000 + 2,000 322,000 352,000 

H. Isotope development 345,000 --0- 345,000 345,000 

I. Civilian applications of nuclear explosives 

J. Community operations 

K. Program direction and administration 2,177,000 - 47,000 2,130,000 2,130,000 

L. Security investigations . 

M. Other costs 365,000 -0- 365,000 365,000 

N. Total program costs . 65,886,000 11,211,000 77,097,000 77,127,000 

0. Less: Revenues 410,000 57,000 467,000 467,000 

P. Net program costs 65,476,000 11,154,000 76,630,000 76,660,000 

2. Increase or decrease in unapplied resources - 2,520,000 - 7,895,851 - 10,415,851 - 16,874,629 

3. Appropriation reimbursement 

4. Reconciling transfers between AEC Offices - 736,150 - 497,738 - 1,223,888 - 183,888 

5. Transfer appropriation 

6. Planned obligations . 62,219,850 2,760,411 64,980,261 59,601,483 

7. Less: Amount not allotted . 1,400,000 • 

8. Obligational authority allotted 62,219,850 2,760,411 64,980,261 58,201 ,483 

REMARKS: 

• AEC reserve for Army Compact Reactor (GSO). 

RECOMMENDED BY DIVISION DIRECTOR OR DESIGNEE APPROVED BY ASSISTANT CONTROLLER FOR BUDGETS 

St0NATUllE: DATE: St ONA TUllE: FINANCIAL PLAN NUMBER : 

2 
--

DAT£: · 

/s/ Pollock 9/1/59 /s/ F. J. McCarthy Sep. 1 1959 
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Appendix K, Exhibit 2, Part C 

ESTIMATE OF COSTS INCURRED BY CATEGORY AND ACTIVITY, UNITED STATES 
ATOMIC ENERGY COMMISSION 

Appropriation: Operating expenses 

OPERATIONS OFFICE OR HEADQUAR~RS DIVISION: PROGRAM: FISCAL YEAR: FINANCIAL PLAN No.: 

New York Operations Office 5000 1960 

!NCR.EASE OR APPROVED PLAN 
BUDGET AND REPORTING CLASSIFICA'rION NO. CURRENT PLAN DECREASE (-} PROPOSED PLAN (For use by assistant 

Controller for Budgets) 
(I) (2) (3) (4) (S) 

5200 Physics 

BNL 7,000,000 + 1,470,000 8,470,000 8,470,000 
NYU 1,100,000 + 400,000 1,500,000 1,500,000 
PPA 450,000 + 32,000 482,000 482,000 
CEA 1,100,000 + 93,000 1,193,000 1,193,000 

Total 5200 9,650,000 + 1,995,000 11,645,000 11 ,645,000 

5300 Chemistry 

BNL 2,800,000 + 233,000 3,033,000 3,033,000 

5400 Metallurgy 

BNL 1,120,000 + 135,000 1,255,000 1,255,000 
Sylvania 60,000 -0- 60,000 60,000 

Total 5400 1,180,000 135,000 1,315,000 1,315,000 

5500 Sherwood Princeton 13,279,000 + 6,085,000 19,364,000 19,364,000 

5900 Equipment 

BNL 2,900,000 + 490,000 3,390,000 3,390,000 
NYU 15,000 - 15,000 --0--- --0---
PPA 1,445,000 - 700,000 745,000 745,000 
CEA 700,000 --0--- 700,000 700,000 
Sylvania --0--- + 3,000 3,000 3,000 
Sherwood --0--- + 773,000 773,000 773,000 

Total 5900 5,060,000 + 551,000 5,611,000 5,611,000 

PROGRAM TOTAL 31,969,000 + 8,999,000 40,968,000 40,968,000 
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Appendix K, Exhibit 2, Part D 

MONTHLY DISTRIBUTION OF OPERATING COSTS INCURRED, UNITED STATES ATOMIC ENERGY COMMISSION 

Appropriation : Operating expenses (in thousands) 

OPERATIONS OFFICE OR HEADQUARTERS DIVISION: PROGRAM: FISCAL YEAR: FIANANCIAL PLAN No.: 

New York Operations Office 5000 1960 2 

BUDGET AND CURRENT FIRST QUARTER SECOND QUARTER THIRD QUARTER FOURTH QUARTER 

REPORTING YEAR 
CLASSIFICATION NO. COSTS JULY AUGUST SEPTEMBER OCTOBER NOVEMBEI!. DECEMBEI!. 1ANUAl!.Y FEBRUARY MAil.CH APRIL MAY JUNE 

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) 

5210 5,539 316 384 346 416 439 442 572 594 640 720 
5220 2,315 218 190 200 195 180 180 200 190 190 210 
5240 2,021 88 99 94 124 115 112 132 130 143 153 
5260 1,770 156 155 150 160 155 150 160 155 160 180 
5310 468 44 40 35 40 40 35 40 40 45 50 
5330 2,450 184 190 180 215 200 185 215 225 235 250 
5360 115 10 10 10 10 10 5 10 10 10 10 
5420 1,085 93 92 86 95 90 85 95 90 90 100 
5430 230 9 20 15 25 20 15 25 15 20 25 
5510 629 54 52 52 52 53 53 54 54 54 55 
5521 14,697 1,885 1,818 1,557 1,488 1,239 1,081 921 823 710 685 
5522 460 -0- -0- -0- -0- -0- -0- -0- 100 150 210 
5523 3,578 271 300 290 290 290 280 290 290 290 290 
Sub-Total 35,357 3,328 3,350 3,015 3,110 2,831 2,623 2,714 2,716 2,737 2,938 

5900 5,611 150 251 348 426 497 568 636 536 682 1,329 

TOTALS 40,968 
', 

3,478 3,601 3,363 3,536 3,328 3,191 3,350 3,252 3,419 4,267 

RECOMMENDED: MANAGER OF OPERATIONS OR OESIGNEE (Signature) DATE: APPROVED: PROGRAM DIVISION DIRECTOR OR DESIGNEE (Signature) DATE: 

Joseph L. Smith 10/7/59 W. E. Hughes 10/22/59 
Assistant Manager for Administration 



Appendix K, Exhibit 2, Part E 

OPERATIONS - FUND, UNITED STATES 
ATOMIC ENERGY COMMISSION 

Part I. Operations - Fund (in thousands) 

Financial pla,r 

Description Classification Current Year 
number month to date Underrun Fiscal 

(overrun) year 1960 

Raw materials . l000 I 6 0 10 
Special nuclear materials 2000 43 467 232 1,859 
Reactor development 4000 1,881 13,472 (1,563) 20,693 
Physical research . 5000 2,469 20,286 6,394 40,968 
Biology & medicine 6000 819 6,649 60 10,405 
Program direction 8000 177 1,402 (6) 2,130 
Isotopes development . 8600 22 231 (36) 345 
Training, education and information. 8700 36 314 (105) 352 
Other costs 8900 144 892 (755) 365 

TOTAL, operating costs 5,592 43,719 4,221 77,127 

Revenues 10400 (1,547) (467) 

Net costs 42,172 76,660 

Change in selected resources . 3,211 (17,059) 

AEC payments 45,383 

Change in unpaid obligations (6,753) 

Obligations incurred 38,630 59,601 
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Chapter IV 

MEASUREMENT OF PHYSICAL PERFORMANCE 

The use of the programme and performance budget 
contemplates the measurement of work performance in a 
manner that will help to strengthen the decision-making 
process at the various levels of management in government. 
The primary objectives are to obtain physical measures 
of work effort and results, and to establish pertinent 
relationships with the use of resources, so as to provide 
data that will help in developing and presenting budget 
proposals, assigning personnel and allocating funds to 
responsible organizations for the conduct of approved 
plans, and reviewing progress in the attainment of policy 
objectives and programme and work goals. Such measures 
are of assistance also in the replanning and reprogramm­
ing that is needed to accommodate programme changes 
and unexpected developments; in comparing the perform­
ance of similar types of operations; and in evaluating 
the relative efficiency of individual organizations, prac­
tices, and procedures. 

In its ultimate application, programme and perfor­
mance_ budgeting employs physical measures and ratios 
reflecting resource utilization in all operating organizations 
in which the approach is feasible and the cost of obtaining 
the desired data does not exceed the benefits to manage­
ment. At the beginning of such an application, however, 
minimum measures of work in significant programme 
areas may be sufficient to meet immediate needs. Action 
later can be taken on the basis of experience to develop 
additional measures and ratios, and to refine existing 
measurement practices so as to better serve budget 
requirements and performance analysis needs. In any 
event, the possible adoption of programme and per­
formance budgeting in individual countries should not be 
abandoned because of the lack of existing data on 
physical measures. Such measures can be developed and 
refined after steps have been taken toward the objectives 
outlined in chapters II and III - the establishment of 
suitable programme classifications for the government 
budget, and the related adjustment of the financial 
management system to provide appropriate financial 
data and techniques for budget formulation, presentation, 
and execution. 

Approaches to physical measurement 

The preceding chapters indicate that under programme 
and performance budgeting, government agencies satisfy 
the purposes for which they are established by carrying 
out programmes that produce end products or services to 
the general public. Programmes, in turn, are accomplished 
by carrying out activities and tasks which represent the 

work that needs to be performed to produce the end 
products and services. These end products, services, and 
work accomplishments represent the outputs of an agency 
and its constituent organizations - which contribute to 
the attainment of the goals and objectives implicit in the 
purposes of the agency. 

The outputs of an agency are produced by the applica­
tion of resources available to the organization, e.g. the 
labour, purchased materials, supplies, and services. 
Collectively, these resources represent the inputs of the 
agency. 

By establishing a relationship between outputs and 
inputs at the programme level, where physical outputs 
generally represent end products or services to the public, 
it is possible to establish what may be termed productivity 
ratios. For the purpose of developing such ratios, outputs 
may be related to one, several, or all inputs. They might, 
for example, be related to the cost of all resources utilized; 
or, in cases where manpower is of most significance, 
they might be related only to a measure of employment 
(e.g., man-years or the labour costs involved in production 
of the output). In a single-programme agency, a ratio 
of this type would reflect the total productivity of the 
organization. In a multi-programme agency, the produc­
tivity experience under each programme would need to 
be combined in an appropriate way to obtain the total 
productivity of the organization. Such total indicators 
of productivity are useful particularly at the higher levels 
of management - for observing the trend of over-all 
performance in an agency, for comparison with the prod­
uctivity results in other agencies, and for relating the 
productivity experience in government to productivity 
data in the private sector. 

The establishment of output-input relationships at 
lower levels, where physical outputs reflect the accom­
plishment of work or tasks, produce what may be termed 
performance ratios. In combination with data on the 
costs of all resources used in carrying out the work, 
a physical output measure can be used to develop unit 
cost information. If the input data are limited to the staff 
time utilized (man-hours, man-days etc.), the relationship 
between the input and output measures is commonly 
referred to as a work measurement ratio. In a total system 
of measuring physical progress and performance, the 
work measurement and unit cost practices should be 
developed within the framework of the productivity 
measures at the programme and agency levels so that the 
effects on agency productivity of changes in work per· 
formance ratios can be determined. Work measurement 
and unit cost data are of value primarily at the operating 
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and succeeding supervisory levels in government, where 
their use in making management decisions can contribute 
to the more efficient accomplishment of responsibilities 
at those levels. These kinds of data assist particularly 
in the preparation and detailed justification of budget 
proposals, the review of performance against plans, 
and the detailed management of programme opera­
tions. 

The measurement of productivity and work is alike in 
that both permit developing a relationship of outputs to 
the use of resources - the inputs. Productivity ratios 
provide over-all information on trends, and highlight, for 
top management attention, broad categories of resource 
usage. On the other hand, detailed trend analyses and the 
data required for day-to-day management are made 
available by performance ratios that are produced through 
work measurement or unit cost systems. Thus, while 
productivity and performance ratios may differ in the 
level at which they are used, they complement each other 
to provide a base for broad, long-term evaluations of the 
use of resources as well as more specific evaluations of 

1 efficiency in the practices and procedures employed in 
day-to-day operations. 

Beyond these approaches to management, output-input 
relationships that centre on the effect of work performed 
are also being used to assist higher levels of management 
in making decisions on alternative courses of action. 

1 For this purpose, a relationship is established between 
the ultimate benefits gained by a particular programme 
and the cost of all resources used for that programme, 
in order to assess the economic benefits and make analyses 
that permit comparison with other possible courses 
of action. This process has a variety of names, such as 
cost-benefit analysis, cost effectiveness analysis, feasibility 
studies, cost-utility analysis, systems analysis, and others. 
Regardless of what it is called, the objective of this process 

1 is to develop comprehensive analyses for each of two 
or more competing programmes, projects etc., to permit 
a comparison that will show which of the competing 
alternatives will provide the greatest economic return. 

DEVELOPMENTS IN THE UNITED STATES 

In the United States, a centrally-directed research 
study was recently undertaken to determine the feasibility 
of developing over-all measures of performance in several 
government agencies. The results of that study were 
published in 1964 under the title, Measuring Productivity 
of Federal Government Organizations.11 That publication 
shows that the objective was attained in four of the five 
organizations in which the attempt was made; it describes 
the meth~dology followed in defining and measuring out­
puts and inputs, provides the substantive findings in each 
case, furnishes information on uses and limitations and 
outlines t~e exp~rience gained in the course of the study. 
Included _m the mtroduction of the report is a reference 
to the differences between various physical measures, 
as set forth below : 

"It is important to point out that measurement 
of output [productivity] is different in nature and in 

11 United States Bureau of the Budget (Washington, D. C. 1964). 
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objectives from work measurement on the one hand 
and from measurement of social benefits or the impact 
of programs on the other. In measuring the output 
[productivityJ of an agency the objective is to obtain 
an indication of the quantity of service it produced. 
That quantity is measured by the number of service 
units rendered by the agency to outside users. The 
service units should be defined to reflect the agency 
mission at a level sufficiently high so that a change in 
their number should have a major impact on the 
accomplishment of program objectives. In measuring 
an agency's productivity its total service output is 
related to the total input of resources. In contrast, 
work measurement as typically praticed is concerned 
with the relation between the production of inter­
mediate products and the input of some part of direct 
manpower. Thus, for example, a work measurement 
system in the Post Office Department may be concerned 
with the efficiency of the various steps in handling 
mail and other services (properly combined) produced by 
the Department to the input of all manpower including 
clerks, collection and delivery personnel, administrative 
workers, etc., and perhaps also of other resources 
such as purchased transportation, floor space, etc. 
Measurement of social benefit, on the other hand, 
represents attempts to place values on the outputs 
of the agency in order to facilitate choices among 
program alternatives." 12 

Each of the measures referred to above is employed 
in various agency applications of the programme and 
performance budget in the United States. The several 
physical measures and ratios are used in varying degrees 
in different organizations. In those agencies that are 
applying these techniques, the different measures are 
selected for use and developed in the manner that is 
most feasible and best calculated to show the plans and 
performance of the individual agencies. Measures of 
workload, for example, are used throughout most agencies 
for developing requirements and reporting on accom­
plishments. For the same purposes, and to better identify 
performance, there is growing use of work measurement 
and unit cost systems that relate the use of resources to 
accomplishments. Such systems produce data of value 
for laying out work plans, developing and justifying budget 
requests, and checking actual results against plans. 
Measures of social benefit, involving such techniques as 
feasibility studies or cost-benefit comparisons, are 
employed primarily in such areas as long-term research 
and development undertakings, development projects, 
and construction work. In the latter case, estimated 
cost-benefit ratios are generally required as a forerunner 
to authorization of the project, and revisions of that 
ratio are made and reviewed as the work progresses 
through to completion. An example of this is furnished 
in chapter V, which describes the programme and perfor­
mance budget application to construction projects of the 
United States Bureau of Reclamation. Finally, produc­
tivity measures currently are being employed in a few 
agencies - and are being developed in others - as a 
result of the comprehensive research study referred to 
above. A prime illustration of the use of productivity data 

12 Ibid. , pp. 4-5. 



is the Division of Disbursement in the United States 
Treasury Department, one of the agencies involved in that 
study. A summary of the results in that organization, 
as excerpted from the report, Measuring Productivity 
of Federal Government Organizations, is reproduced 
in appendix L. This appendix, in the explanatory narrative 
and related tables, shows the kinds of management 
information and analyses that are possible through meas­
urement of productivity. 

EXPERIENCE IN THE PHILIPPINES 

In the Philippine Government, the approach to physical 
measurement under programme and performance budget­
ing in the past identified three kinds of measures. These 
include measures of workload, which identify the volume 
of work; measures of end products, which reflect the 
results of work; and measures of accomplishments, 
which show the effect of work. The definitions of each 
of these are given in the Philippine Budget Operations 
Manual, in the following terms : 

"Units of work volume relate to the internal actions 
which are taken by the agency to secure a desired result. 
They are concerned, for example, with the number 
of classes held in a school rather than the number 
of students trained. Units of work results relate to 
completed actions which are taken by an agency and 
which have a direct effect in attaining a desired objective. 
They constitute direct services to clientele served. 
These measures are concerned, for example, with 
the number of students trained rather than the classes 
held. Units of work accomplishment relate to programme 
goals of an agency which are acceptable objectives 
of public policy. These measures are concerned, 
for example, with raising the literacy rate among the 
population rather than with the number of classes 
held or the number of students trained." 1a 

These definitions identify the kinds of measurement 
units employed by all agencies in the budget process 
of the Philippine Government. To illustrate, appendix M 
shows the work units established under ten selected 
programmes conducted by several Philippine agencies. 
These, generally, are measures of work volume and work 
results; they are typical of others that have been selected 
for all measurable programmes. 

Based on such units, the Budget Operations Manual 
provides for performance reporting by all agencies in 
two ways. It calls for showing the percentage of work 
accomplished in relation to work planned; and a ratio 
of manpower effectiveness that indicates whether the 
planned ratio of production, in terms of units per man­
year, are being achieved. In general, therefore, perfor­
mance in the Philippine practice is shown by comparisons 
of planned and actual data that reflect workload and work 
measurement ratios. 

With respect to the use of physical measures, the 
Philippine manual differentiates between the kinds of 
data that should be reported to the various levels of 
management. It points out : 

13 Budget Commission Republ!c of the Philippines, Philippine 
Budget Operations Manual (Marnia, J 957), p. 335. 

"In general, this [performance reporting] requires 
less detail and a change of emphasis as review moves to 
successively higher levels. Bureau management, for 
example, is interested in a variety of reports covering 
work volume and work results. Departmental manage­
ment is concerned to a much less degree with work 
volume and is primarily concerned with work results. 
Budget Commission interest is almost solely with 
work results and its effect on work accomplishment 
objectives. An adequate reporting system must encom­
pass all of these needs." 14 

In other words, within the administrative structure of 
government, the attention of lower level organizational 
units is directed mainly to the efficiency of work perform­
ance, and to their relative productivity, i.e., how well 
they are satisfying assigned responsibilities for the pro­
duction of end products and services. At the next higher 
level, consideration is given mostly to the productivity of 
subsidiary units, with secondary interest in the manner 
in which work is performed. Top management, in turn, 
looks primarily at how well the production of end 
products and services meets established goals, and the 
impact of that performance on broad policy objectives. 

Development of a measurement system 

The programme, activity, and task classification of a 
programme and performance budget is related to the 
administrative structure of government. Within that 
combined classification and structure, it is essential that 
timely and accurate management information be provided 
to responsible officials for decision-making purposes. 
Chapter III discussed the need for developing meaningful 
financial data within those classifications for fund and 
operations control purposes. This chapter points to the 
need for significant physical measures in the same cate­
gories to be developed in a manner that will help to further 
strengthen the decision-making process. 

Such physical measures are needed to show more clearly 
what and how much is planned and, subsequently, 
accomplished. The purposes are to identify more precisely 
the objectives of work effort and the required resources, 
as a base for later determination of deviations from objec­
tives and planned use of resources, and for making deci­
sions on priorities and alternative courses of action. 
For best results, considerable care must be taken in 
identifying units of measure under the several classifi­
tions, because of the over-all effect this selection has on 
the results of the system. Beyond that, physical measure­
ment data should be accumulated, related, and !>ynthesized 
in the most meaningful way for each level of organization 
within the framework ofan efficient and soundly developed 
reporting system. 

NON-MEASURABLE WORK 

One of the first considerations in developing such a 
reporting system is to recognize that not all government 
operations are equally susceptible to physical measure­
ment. Valid measurement of the output of organizations 

14 Ibid., pp, 451-452. 
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is not always possible, either because the nature and 
quality of output is subject to rapid change, or it cannot 
be adequately defined. In some cases, the number of 
employees and other resources required is governed by 
factors other than the volume of work. Conditions such 
as these make it impracticable to measure and develop 
performance ratios for certain categories of work effort 
in a meaningful way. Such categories include work situa­
tions where : 

(a) The number of employees is governed by statutory 
provisions, or the organizational structure, such as depart­
ment or bureau heads and their immediate staff; 

(b) The programme or work results are unpredictable, 
such as in certain types of research; 

(c) The objectives of a programme are such that the 
governing criteria for staffing is area coverage (as in a 
patrol operation), rather than volume of work; 

(d) The number of employees is related not to a specific 
segment of work but to the total operations of the agency 
- such as an administrative or service operation. 

Even in non-measurable operations, however, the 
staff time applied to the work and the costs involved 
should be identified within the over-all reporting system. 
Such data can then be related to the total cost and 
employment of the agency for analysis and budgetary 
purposes. This approach is often used for reviewing 
requirements of an administrative or service organization. 
Generally, it is used in that way in the Philippine budget, 
as illustrated below for the Bureau of Agricultural 
Extension in the Department of Agriculture and Natural 
Resources. 

Year 

1958 
1959 
1960 

Man-years General 
administrative 

Total for general Total for emr,loyment 
administration agency rates 

137 2,064 1-15 
137 2,184 1-15 
160 2,338 1-14 

SELECTING WORK UNITS 

General administrative 
expenses 

per man-year 
(pesos) 

246.24 
237.33 
244.70 

Basic to the idea of physical measurement is the need 
for identifying units of work that will portray physical 
accomplishment in a manner that will assist in strength­
ening managerial control, aid in improving operating 
practices and procedures, and provide a sound base for 
planning work and determining requirements. The selec­
tion of appropriate work units is a critical task for the 
achievement of such objectives. When setting about this 
task, it should be recognized that within a particular 
operation there is usually a variety of possibilities, and 
the selection of the most appropriate unit requires care 
to ensure that it is suited to the purpose. 

For complete measurement of the operations of organ­
izations under programme and performance budget, 
units that quantify work performed need to be identified 
at each of the levels of the programme and activity classi­
fication structure; and the unit selected at each of the 
subsidiary levels should appropriately aggregate into the 
unit at the next higher level. In other words, work units 
at the task level should be capable of conversion into work 
units at higher levels - on up to over-all productivity -

so as to permit summarization of data at succeeding higher 
levels, and to assist in measuring progress toward top 
level goals. Other criteria useful for this task indicate 
that a well-chosen work unit should be : 

(a) Related to the mission and purpose of the organiza­
tion; 

(b) Representative of the total effort expended on the 
work; 

(c) Reasonably like any other occurrence of the same 
unit, i.e., a relatively stable indicator of resource use and 
quality to the extent possible; 

(d) Economical to use and convenient to report; 
(e) Mutually exclusive so as to avoid duplicate counting 

of work; 
(j) Stable enough so as to be useful for some period 

of time; 
(g) Capable of audit, so that the accuracy of the work 

count can be verified; 
(h) Identifiable when seen and readily understood by 

those who plan, schedule, and control work; 
(i) Suitable for use in the contemplated measurement 

system. 

Stated another way, experience in the United States 
and the Philippines provides the following as a basis 
for testing the adequacy and suitability of a selected work 
unit: 

(a) It must be countable, must express work completed, 
should be addable within the programme classification 
structure, and should clearly reflect a change in the volume 
of work. 

(b) It must be expressed in familiar terminology that 
will have the same meaning to those recording, reporting, 
and reviewing the data. 

(c) It must have consistency, i.e., the quality specifi­
cations of a completed unit of work and the amount of 
work involved must be reasonably consistent over a 
period of time. In other words, the same work must be 
measured by the same unit, which should reflect the same 
degree of accomplishment. 

It should be recognized also that a single work unit 
will not always adequately cover all the work an organiza­
tion performs under a programme or activity, thus indi­
cating the need for more than one unit of work for analysis 
purposes. When this situation occurs, the criterion of 
addability requires the use of weighting factors that will 
permit suitable consolidation of the data. This involves 
assigning weights to the various outputs that will reflect 
the relative resource use of the outputs being consolidated, 
in a manner that will produce a consistent relationship 
between the consolidated output and the required resour­
ces. However, in cases like this - pending the refinement 
of measurement practices - adequate analyses can often 
be made by using a work unit that reflects the predominant 
operation carried on under a programme or activity. 

In the initial installation of a programme and perform­
ance budget, a good general rule is to keep the physical 
measurement system simple and avoid complex practices 
until more experience is obtained. This will give the 
employees involved a chance to become more familiar 
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with measurement problems and the various techniques 
available, and provide additional time for more precisely 
identifying the management needs to be met and the best 
way of satisfying them. 

MEASUREMENT DATA 

For those operations in which physical measures are 
practicable, programme and performance budgeting 
requires at least the use of workload data that permit 
identifying the work completed under a programme or 
activity, and evaluating work completed in relation to 
work planned to be done. Such information provides a 
basis for reviewing the status of work and the relation­
ship of work volume to fund requests against the back­
ground of past experience. An example of this type of 
measure is reflected in the budget of the Patent Office 
of the United States Department of Commerce : 

Work data 1960 }961 1962 
actual estimate estimate 

New patent applications received 79,331 80,000 80,000 
Applications disposed of . 79,399 87,000 90,000 
Patents granted . 50,607 52,000 55,000 
Applications pending, end of year . 195,885 189,000 179,000 

As a tool for management analysis, this kind of physical 
measure can be refined and made more valuable by 
equating with the output (the work unit) the resources 
required (the input). As previously indicated, there are 
several ways of developing such performance ratios. Unit 
cost data can be developed by relating the cost of all 
objects used in the accomplishment of work - which 
is particularly useful in situations involving the use of 
scarce resources. Where manpower is of most significance, 
work measurement ratios - which establish the relation­
ship between work and the staff time utilized in the 
completion of work - can be of considerable value to 
management. 

Unit cost information, which provides for aggregating 
the cost of aH resources used to produce a unit of work 
or an end product, enables more complete and more 
refined management analysis. In full application, such 
unit costs are developed from data recorded in the general 
accounting system, through a series of cost accounts 
that consolidate all cost applicable to one or a series of 
work operations. Generally, such a system will accumulate 
costs on a use basis, covering items like personal services, 
stock issues from inventory, depreciation, and contributed 
services. The Bureau of the Mint in the United States 
Treasury Department uses a cost accounting approach 
in its coin production operations. That system provides 
the following type of information for budget presentation 
(total fund requirements are determined by multiplying 
workload by the related unit cost) : 

1960 1961 1962 
actual estimate estimate 

Coins (in millions} 

J cent 1,981 2,078 2,489 
5 cents . 251 280 3S2 

10 cents . 223 252 309 
25 cents 91 112 150 
50 cents . 21 28 so 

2,567 2,750 3,350 

1960 1961 1961 
actual estimare estimate 

Unit costs per 1,000 $ $ $ 

1 cent 0.74 0.81 0.80 
5 cents 1.32 1.67 1.60 

IO cents .85 1.00 .97 
25 cents 1.96 2.19 2.14 
50 cents 3.45 3.82 3.54 

Total costs (in thousands) $ $ $ 

1 cent 1,461 1,692 2,002 
5 cents 331 468 565 

10 cents 189 251 299 
25 cents 179 246 321 
50 cents 71 107 177 

2,231 2,763 3,363 

In less precise applications, a "cost-finding" system 
can be employed to develop unit cost information. Such 
a system will accumulate, possibly in subsidiary records, 
major costs, such as personal services, without necessarily 
gathering all elements of cost that contribute to the work 
performed. A "cost-finding" system profitably can be 
used in those kinds of activities where it is determined 
that management decisions can equitably be made 
without regard to all types of cost. 

As a further alternative, manpower can be related to 
work units to develop a work measurement ratio. This 
requires selecting a unit of time for measurement purposes 
- one that can be verified against other records and 
charged with a reasonable degree of precision to the work 
on which employee time is spent. Usually man-hours 
or man-days-and sometimes man-years - is used for this 
purpose, representing one man working one full hour, 
day, or year, respectively. For the most equitable analysis 
of performance, the system should identify time actually 
spent on the job, i.e., excluding time periods used for 
vacation, sick leave, details to other operations, etc. 

This type of system produces data, for example, on 
units of work per man-hour, or the reverse - man-hours 
of employment per unit of work. Either one serves the 
same purpose, providing a combined picture of the use 
of manpower in relation to work performed. An illustra­
tion of such a measure - using man-years as the time 
element - is provided in the budget presentation of the 
United States Post Office, which includes the following 
data (average workload is determined by dividing volume 
by man-years) : 

Fiscal year Man-years Mail volume Average p/ect!s 
(in millions) per man-year 

1960 actual 261,403 63,484 242,859 
1961 estimate 267,705 65,600 245,046 
1962 estimate 274,665 68,100 247,938 

The work measurement system producing these data 
covers the mail handling and window service operations 
in the v.,rious post offices throughout the United States. 
As such, it covers a major segment of the total operations 
of the Post Office Department, which was one of the 
agencies involved in the more recent productivity research 
study conducted in the United States. In the course of 
that study, data such as those above were used in combi­
nation with similar information for other operations to 
develop a productivity index for the Post Office as a 
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whole. The productivity results in the Post Office for 
the three years shown above were as follows : 15 

Fiscal Year 

Output per man-hour 

Index 
(1953 = 100) 

Per cent 
change from 
previous year 

Output per dollar of real cost 

Index 
(1953 = 100) 

Per cent 
change from 

Previous year 

1960 102.75 0.1 103.58 - 0.2 
1961 101.48 - 1.2 102.26 - 1.3 
1962 103.18 1.7 103.22 0.9 

This array of data reflects the kinds of differences 
that result from measurement in terms of manpower 
versus measurement in terms of cost. While each measure 
has its own important uses, this re-emphasizes the point 
previously made, that the most precise indicator for 
management analyses is cost data. 

ESTABLISHING STANDARDS 

For more effective analyses, the review of performance 
ratios should be made against predetermined standards. 
The possibilities range from engineered standards that 
are developed by means of a stopwatch or motion analysis 
to judgmental or empirical standards that are set to arrive 
at desired goals of production. 

A simple method of setting standards is one based on 
experience gained under an established system. The best 
rate experienced in a work operation or group may be 
used as a standard. Or, the average - or possibly the 
median - rate of production in a similar group of opera­
tions may be used for comparison with actual results. 
Another alternative is to establish a standard rate of 
production that sets a goal better than at least three 
quarters of the rates experienced by a comparable group 
of operations (a third quartile rate). To do this, the actual 
rates of production experienced by each operation of the 
group over a period of time should be assembled into 
an array that will provide the basis for selection of the 
standard. Care should be taken, however, to exclude 
from such an array any abnormal rates that might 
have been experienced because of conditions like over­
staffing or inadequate work flow procedures. An illustra­
tion of this approach is provided below : 

ARRAY OF PRODUCTION RATES IN THREE COMPARABLE OPERATIONS 
OYER A FOUR-MONTH PERIOD 

Units of work per man-houra 

Operation: 
A 
B 
B 
C 
A 
A 
A 
B 
C 
B 
C 
C 

1.48 
1.47 
1.35 
1.33 
1.20 
1.17 
1.15 
1.12 
1.10 
1.02 
0.97 
0.96 

Possible standard rate 

- Best rate in the group - 1.48 

- Third quartile rate - 1.34 

- Average rate - 1.19 
- Median rate - 1.16 

• Determined by dividing the work completed by the man-hours 
expended, e.g., if 450 work units were produced by 9 employees working 
over a 40-h~ur period (360 man-hours) - the rate of production would 
be 1.25 units of work per man-hour (450 divided by 360). 

15 
United States Bureau of the Budget, Measuring Productivity 

of Federal Government Organizations (Washington, 1964), p. 198. 
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The selection of a standard rate from such an array 
should be made with care, consistent with the objectives 
of agency management in setting goals, and considering 
the capabilities of the staff ii). the operation involved. 
For example, the best rate in the group shown above 
might be selected if the experience period is known to 
be one of relatively low productivity, and that rate is 
considered ·to be a reasonable goal for the operations 
covered. The best rate can be used to stimulate all opera­
tions to take whatever action is necessary to better their 
previous performance, thus raising the level of productivity 
throughout the group. In this kind of selection, however, 
management must give close attention to the quality 
of work subsequently produced to make sure that it 
does not deteriorate. 

The third quartile rate is a selected rate that has not 
necessarily been experienced by any of the operations. 
It is located in the array at a point where at least one 
quarter of the experienced rates reflects a performance 
better than the proposed standard. It thus establishes an 
achievement goal that is less demanding than the best 
performance, and gener~lly has more accel?tance as. a 
feasible rate of productrnn. Because the third quartile 
rate has not been attained by most operations, it too can 
serve to stimulate improved performance that should 
significantly raise the productivity level of the group. 

The average production rate is a calculated rate that 
reflects the arithmetical average of the group - which 
is determined by dividing the total completed work units 
of the operations in the array by the total man-~ours 
expended in producing that workload. It can be higher 
or lower than the median rate, depending upon the 
relative work volume and production rates in the higher 
and lower examples in the array. The average rate sets 
an improvement goal for approximately half of the 
operations concerned, and usually has a greater degree 
of acceptance as a realistic standard. 

The median rate of production, like the one at the third 
quartile, is a selected rate. It, however, is lo~ated in the 
array at the mid-point where half the experienced rates 
show better performance. Like the average rate, it meets 
with better acceptance because it sets a lower achievement 
goal but it serves as a stimulant toward better 
perf~rmance for at least half the operations in the group. 

Under any of these approaches, the selected standar_d 
might be further adjusted f~r. performance ~nalys1s 
by taking into account any anticipated ~h_anges m work 
operations that will affect the product1v1ty rate. Once 
established, however, a standard should be used for a 
reasonable period of time - because constant ch~n~es 
tend to lessen their value. On the other hand, prov1srnn 
should be made for a periodic review of the appli_cability 
of an established standard in the light of subsequent 
developments, to keep it from becoming obsolete. 

Once a realistic standard has been decided upon, it 
should continuously be used as a base for management 
review and needed improvement actions. As an exa1:1pie, 
if 4 000 tax returns were processed by a group durmg a 
mo~th and the number of man-hours used was 1,000, the 
rate of production experienced is four work units per 
man-hour. If the established standard rate is five work 
units per man-hour, the group under review fell short 



of desired performance by 20 per cent. Those data would 
give a signal to management that a review should be 
made to identify the reason for the deficiency as a basis 
for corrective action. It may be found that the standard 
is unreasonable; that there are cumbersome procedures; 
that the employees are inadequately trained; or that there 
is a lack of competent supervision. Whatever the cause, 
prompt action should be taken to improve the situation. 
Without such review and action, the standard will lose 
its significance to the employees and supervisors involved, 
and the system will fail of its purpose. 

RECORDING AND REPORTING PRACTICES 

In operating a physical measurement system, there is 
need for prompt and accurate reporting of results to per­
mit effective management actions. To develop accurate 
data, basic records, for accumulating necessary informa­
tion should be centrally developed and prescribed, and 
maintained uniformly throughout the agency in accord­
ance with specific written instructions. A uniform record­
keeping system, properly prescribed and maintained 
in this manner, is more likely to provide comparable 
data from various sources in an agency, and helps to 
avoid misinterpretations concerning the purpose of the 
system and what is required in the form of basic data. 
Furthermore, such an approach provides a sound basis 
for the calculation of performance ratios which, in turn, 
will produce valid data for comparison of performance 
and needed management improvement actions. 

The accumulation of basic data for a performance 
reporting system can require a considerable amount 
of staff time, particularly in widespread, large-scale 
operations. To alleviate this kind of problem, a statistical 
sampling approach is often used for bringing together 
necessary basic information. This involves techniques 
for developing total data through statistical estimates 
that are based upon appropriate samples of actual work 
flow and/or resources used in accomplishment of work. 
Technically, this approach requires defining the problem 
and the universe; determining the size of the sample 
and the method of sampling; selecting methods for 
estimating, and for calculating variations; and establishing 
methods for detecting any bias in the sampling. Properly 
constructed, this is an economical approach for large 
volume operations where record keeping costs are other­
wise prohibitive in relation to the benefits derived. In 
using this approach, however, care must be taken to obtain 
a representative sample of data, and to provide for 
continued reappraisal of the sample in the light of then 
current conditions. 

To utilize the information accumulated in the basic 
records, provision should be made for developing a 
system of reports that will furnish a timely flow of meaning­
ful data suitable for action purposes at the various levels 
of ma,nagement. This involves establishing efficient 
procedures for bringing the basic data from its source 
to successive points of review and analysis; and for 
distributing to responsible operating and supervisory 
officials significant data that will stimulate desirable 
action towards management improvement. The principle 
of summarizing data according to need of the recipient, 
and developing reports to highlight exceptions and 

deviations, should be observed to avoid handling excessive 
details. Full advantage also should be taken of graphic 
and other useful presentation techniques that will contri­
bute to more effective communication of information. 

Above all, it should be recognized that a performance­
reporting system in and of itself will not produce desired 
management improvements. The system may furnish 
an incentive that can result in better production, but its 
basic product is only an identification of problem areas 
that require review, analysis, and positive corrective 
action. Responsibility for such action rests with the 
operating and supervisory officials at the various levels 
of management in the agency. 

Uses of measurement data 

There are many ways in which physical measurement 
data can serve the needs of management in government. 
On the broad basis, cost-benefit ratios that accumulate 
the costs associated with a particular programme or 
project and relate them to the benefits derived from the 
undertaking are of help to higher levels of management 
in deciding between alternative courses of action. They 
assist in the selection of programmes that produce the 
greatest amount of economic return from the investment 
of a given amount of resources. As such, they are parti­
cularly useful in the conduct of development plans where 
relatively scarce resources make the choice of the more 
productive projects a vital necessity. In general, ratios such 
as these have proven to be an important tool for economic 
analysis and for helping government managers choose 
among alternatives in the course of the budget process. 

Similarly, the use of productivity ratios that relate 
resource utilization to the production of broad services 
or end products can be effectively used by the top levels 
of management in various facets of the budget process. 
They assist in such ways as providing summary indicators 
of productivity that are useful in various forms of econo­
mic analyses and furnish a framework for planning and 
evaluating needed improvement actions in government 
agencies. Through such measures, for example, top 
management can compare the total productivity of an 
agency in different periods of time, or comparisons can 
be made of the total efficiency of different organizations. 

At the other extreme, the measures of work performed 
and funds used for individual programmes and activities 
- which represent the minimum requirement for pro­
gramme and performance budgeting - are also of consid­
erable value to the various levels of management. 
Such data, when compared with the levels of proposed 
work and related cost estimates, are helpful in making 
decisions on future appropriation requests and on fund 
allocations sought under proposed operating budgets. 
In budget execution, they are useful for broad analyses 
of progress made under an operating budget when 
compared with the levels of work and fund use projected 
in the approved plan. 

When physical measurement data are refined to develop 
work performance ratios, they serve those same purposes. 
However, they do it in a more precise manner because 
the availability of a ratio reduces the amount of subjective 
judgement that is needed to come to such decisions. A 
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work measurement ratio that shows man-hours per unit 
of work (or the reverse) is particularly suited to use on 
administrative programmes because personal services 
usually represent the largest component of total cost 
under such a programme. On the other hand, a unit cost 
system is better suited to an investment programme 
because it provides a performance ratio that covers 
all resources used in carrying out specific elements of a 
programme. Work measurement and unit cost ratios 
have proven in practice to be useful management tools 
because they provide a factual basis for decision-making 
in the more detailed aspects of budget formulation, 
presentation, and execution. 

As an example, the Agricultural Stabilization and 
Conservation Service of the United States Department 
of Agriculture provides a pertinent illustration. That 
agency developed a work measurement system to cover 
the operations of its regional offices in the early 1950's. 
The regional offices - a total of eight - had respons­
ibility for managing a multi-million bushel inventory 
of agricultural commodities and accounting for over a 
million price support loans. 

The system covered approximately 4,000 employees 
who were engaged in fifty-five measurable work operations 
and certain non-measurable operations where staffing 
did not vary with the volume of work. Units of work 
were identified for the measurable work operations, and 
about 75 per cent of the total work force distributed 
to those operations the man-days expended on the job. 
Monthly reports provided data on workload, man-days, 
and production rates, which were compared with an 
experience standard established at the beginning of each 
fiscal year. Those data were used by management to 
identify problem areas, and to initiate studies that 
develop proposals for desirable corrective action. 

This system has been used to develop budget estimates 
and to allocate funds. It has provided an effective method 
for determining manpower requirements and for commu­
nicating those requirements through the various levels 
of budget review. It has furnished a satisfactory basis 
for performance evaluation and alerted management to 
problem situations. As a by-product it has served as 
an important incentive, because the production rate 
has _mo~e than doubled since the inception of the system. 
While improved procedures and mechanization have 
had an important effect in obtaining that result, the 
work measurement system provided an environment 
within which needed improvements could be made. 

Analysis of performance ratios 

From t~e standpoint of management control, perfor­
mance rat_10s are useful in bringing out the effectiveness 
of ~perat10ns and enabling comparisons not otherwise 
feasible. They highlight problem situations in need of 
corrective action, such as : 

(a) Improper personnel utilization - where over­
staffing may develop as a result of a gradual reduction 
of_workload, or the total personnel may be at an appro­
pnate level but they are not distributed in a fashion 
that maintains a balanced work and staff relationship; 

(b) Improper work distribution - where some orga­
nizational units may be overloaded while others are 
coasting along with a minimum workload; 

(c) Inadequate procedures - where backtracking and 
delays in the flow of work may be reducing the efficiency 
of the operation; 

(d) Inadequate equipment operation - where the 
equipment in use is inefficiently utilized or is in a deterior­
ating condition. 

In analysing the performance ratios of an operating 
organization, however, the responsible officials should 
recognize various factors that may affect performance. 
Included among these variables are the following : 

(a) A marked difference in work volume may affect 
performance. 
An organization that handles a large volume of work 
may require less resources per work unit than another 
organization that has a low volume of the same work. 
Different standards would be required for equitable 
analyses in such situations. Similarly, if work volume 
in a given organization changes materially, a different 
standard may be required at different times for the 
same operation. This occurs because of differences in 
the nature of the operation at various levels of volume, 
the amount of supervision or overhead labour required, 
and the ability to transfer employees as needed without 
delay. Increases in volume beyond a certain point can 
also have an adverse effect on production for the same 
kinds of reasons - notably because of the lack of 
available trained employees, and the inadequacy of 
prescribed procedures for the higher volume levels. A 
charting of experienced production rates in relation to 
work volume and resources required will reveal the 
action· needed to develop an appropriate basis for 
comparison in such situations. The trend of the perfor­
mance ratios will identify the standards most suitable 
for the various levels of work volume. 

(b) The absence or presence of a backlog may affect 
the rate of production. 
In general, a small backlog of work is a normal condition, 
needed to provide a continuous flow of work to employees 
in an organization. The size of a desirable backlog 
varies, depending upon the steadiness of work flow 
and the amount and degree of fluctuation. The lack of 
available work will cause "waiting time" among the 
employees and a lower production rate. Conversely, 
a heavier than usual backlog can result in a "speed-up" 
and a higher production rate. Such a "speed-up" rate, 
however, will not always be feasible to maintain and 
can produce a lower quality end product. 

(c) Organizational and procedural improvements will 
have a direct impact on performance. 
A production rate depends on many factors - including 
the adequacy of the organizational and procedural 
arrangements. For example, an organizational adjust­
ment that changes the flow or sequence of the work 
will usually change the performance ratio. A mechaniza­
tion of a manual operation should produce a significant 
increase in the rate of production. The elimination of 
work steps in an operation similarly should reduce 
the resources required to complete a unit of work. In 
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any of these adjustments, however, it should be recognized 
that a period of time for reorientation of the employees 
will be required before the most appropriate revised 
production rate can be identified. 

(d) The performance in similar operations may vary 
between geographic locations because of local conditions. 
Even though the same activity may be performed in 
different locations, with the same degree of efficiency 
and the same competent supervision, the production 
rates may differ because of local conditions. For example, 
in an operation involving the processing of persons 
entering and leaving a country - which may be countable 
in the number ofpersons that enter and depart - the 
rate at which the work is processed may vary depending 
on whether it is at a seaport, an airport, or a land border 
crossing point. The degree of inspection required at 
each of these kinds of locations, the regularity of the 
flow of entries and departures, differing language require­
ments at various locations etc., all are variable factors 
that may affect the production rate. 

(e) The quality of a completed unit of work may 
result in different rates of production. 
Performance ratios are quantitative in character and 
may contain variables in the quality of the work accom­
plished. An operation may, for example, show a good 
production rate that, from a quality standpoint, is 
representative of poor performance. Janitorial service is 
a case in point. An operation may show a good rate 
for this service but may not produce an adequate cleaning 
job. Similarly, in conducting investigations, high produc­
tion rates can be obtained by a cursory review of different 

elements of the investigation, or by not going through 
all the basic routines necessary for an adequate job. 

To guard against such problems, the element of 
quality should be given attention in all phases of the 
development of physical measurement systems. In 
selecting and defining units of measure, for example, 
quality should be worked into the definition of a 
completed work unit wherever possible. In some cases, 
it may be appropriate to set up seperate work units 
for different levels of quality in the same kind of work 
operation. Where performance ratios and standards are 
employed, quality factors should be incorporated in the 
standards, or separate quantitative and qualitative stan­
dards may be desirable for management review purposes. 

In any event, quantitative measurement systems 
should be supplemented by a system of checks and 
controls to ensure maintaining the desired level of 
quality in completed work. Local supervision should 
be the primary point of such control. Beyond that, the 
administrative structure should include quality checks 
at succeeding levels of review, and in over-all internal 
audit or inspection procedures. 

As is true in developing any management tool, how­
ever, the system of physical measurement and evaluation 
should be kept as simple as possible, considering the 
needs ·to be met. Overly complex procedures can engender 
such problems as a misunderstanding of motives, mis­
interpretation of requirements, and non-compliance. 
Such problems can affect the morale of the personnel 
involved and, in the long run, can serve to defeat the 
objective of obtaining maximum programme results 
from efficient utilization of available resources. 
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Appendix L 

UNITED ST ATES PRODUCTIVITY MEASUREMENT 

Summary of the Case Study Findings* 

Division of Disbursement 
Changes in output.-Between 1949 and 1962, the output of checks and 

bonds produced by the Division of Disbursement increased by 75 percent.1 It 
increased in every year of the period except one. (See Table 3.) The 
annual changes in output ranged from a nine percent increase in 1958 to 
a five percent decline in 1951. The percentage increases were somewhat 
larger during the second half of the 1949-1962 period than during the first 
half. The output appears to be measured quite consistently over time. On 
the whole, the service content of the Division's output perhaps increased 
somewhat. The checks are now prepared in such a form that fewer errors in 
processing result from possible inconsistencies between the amounts printed 
on the check ·and the amounts punched. The speed in issuing checks has 
increased. The Division has introduced geographic sorting of some of the 
checks it issues which facilitates the work of the Post Office Department. 
The Division also provides lists of checks iseued to the Treasurer of the 
United States in the form of magnetic tape, thus facilitating reconciliation of 
checks. 

It should be noted, however, that on the input side the Division has been 
receiving certain payments information from its customer agencies in 
progressively more convenient form, from written data to punch cards to 
magnetic tape. 

Changes in input.-While the output of the Division increased substan­
tially, many of the resource inputs declined. 

The number of man-years, calculated as full-time equivalents with 
proper adjustments for part-time workers and for overtime, declined by 
about 45 percent. Declines occurred in all years but three. The annual 
changes in the number of man-years ranged from an increase of 4.0 percent 
in 1958 to a decline of 10.2 percent in 1962. 

Payroll in constant dollars declined by about 40 percent. This decline 
was smaller than the drop in the number of man-years because the real 
payroll per man-year has increased by about one-tenth, reflecting the net 
upgrading in the labor force of the Division that occurred during the period. 

• From Measuring Productivity of Federal Government Organizations, chap. V. 

1 Because the number of payments constituted a very high proportion of the total 
output throughout the period, regardless of whether the payments and bonds are simply 
ad1ed, or whether they are weighted either by man-year weigh!5, by pa};l'oll .cost 
weights, or by total cost weights, the calculated growth of output is almost identical. 
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TABLE 3.-Division of Disbursement Department of the Treasury, Output Related 
to Man-Year Input, 1949-62 

Indices, FY 1962= 100 Percentage change from year ago 

Fiscal year 
Input Output per Man-years Output per 

Output (man-years 
paid) 

man-year Output paid man-year 

1962 ... .... .. ... . 100.0 100.0 100.0 5.9 -10.2 18.0 
1961 . . . .. ... . .... 94.4 111.4 84.8 6.7 -0.6 7.3 
1960 . . ........... 88.5 112.0 79.0 3.8 -6.8 11.4 

1959 ..... .. . . . .. . 85.2 120.2 70.9 3.6 -5.6 9.7 
1958 . . . . ... . . . .. . 82.2 127.3 64.6 8.8 4.0 4.6 
1957 . .... . .. . .. .. 75.5 122.3 61.8 7.2 1.5 5.6 
1956 . ........ . ... 70.5 120.5 58.5 6.8 -9.8 18.4 
1955 . .. . . ....... . 66.0 133.6 49.4 2.6 -3.9 6.8 

1954 . ..... . .. .. . . 64.3 139.1 46.2 3.5 -5.3 9.4 
1953 . . . .... . .... . 62.I 146.9 42.3 0.9 -7.1 8.6 
1952 . ..... . . .. . . . 61.6 158.2 38.9 5.2 -6.7 12.8 
1951. .. . .... . .. . . 58.5 169.5 34.5 -5.0 -7.8 3.0 
1950 .. . .... . . .... 61.6 183.8 33.5 7.6 0.3 7.3 

1949 .. . . . .. . .. . .. 57.3 183.3 I 31.2 . .... . .. .. . .. .. · •· ·· · . • ·• ••·•• •• •• 

Note.-The output index is based on the individual outputs weighted by their re.spective unit 
man-year requirements in the fiscal year 1962. Indices and percentage changes are based on un­
rounded data. 

Total budgeted costs in constant dollars declined almost 20 percent be­
tween 1949 and 1962. While personal services costs dropped about 40 
percent, the nonlabor costs almost doubled. Prominent among the non­
labor inputs, particularly in the later years of the period, were equipment 
costs. Measured in constant dollars, equipment rentals increased almost 
seven times during the period, and virtually all of this increase occurred 
since 1957." In 1962, rentals for such items as tabulating equipment, high­
speed printers and electronic computers amounted to 14 percent of total 
budgeted cost. Equipment purchases, on the other hand ( office furniture, 
typewriters, etc.), comprised only about 2 percent of the budget costs. 

Purchases of check blanks and envelopes represent another important in­
put item. Use of these materials has been proportional to output. 

Constant dollar expenditure for travel, transportation, and communica­
tion remained at about the same. level throughout the period until the last 
two years when it increased considerably, in connection with the Division's 
conversion to computer operations. In the last two years, the Division also 

In the case of equipment rentals, current dollars are equivalent to constant 
dollars since rental rates on the saipe types of equipment did not change. 
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incurred considerable costs for alteration of space. Expenditure for other 
supplies, materials, and services declined somewhat. 

Changes in productivity.-Between 1949 and 1962 while output per man­
year increased 3.2 times, output per unit of constant dollar payroll increased 
2.9 times and per dollar of total budget cost 2.2 times. 

Indices of output per man-hour and output per dollar of payroll show 
essentially similar patterns. ( See Table 4.) However, since the constant 
dollar payroll per man-year has been increasing, the annual percentage 
changes in output per constant dollar payroll were on the average lower than 
the annual percentage changes in output per man-year. 

The ratio of total budget cost to payroll cost, when both are measured in 
constant ( 1962) dollars, increased 36 percent betwen 1949 and 1962. This 
increase took place almost exclusively after 195 7. 

During the period 1949-1962, output per man-year increased in every 
year. The annual increases ranged from 3 percent in 1951 to 18 percent in 
1956 and in 1962. The annual changes in output per real payroll dollar 

TABLE 4.-Division of Disbursement, Department of the Treasury, Output Related 
to Constant Dollar Cost, 1949-62 

Indices, FY 1962=100 Percentage change from Constant I 962 dollars 
year .ago 

Fiscal year 
Outftut per Outftut per Output per Output per Payroll Total budget 

do lar of do lar of dollar of dollar of cost per cost 1 per 
payroll cost total budget payroll coat total budget man-year dollar pay-

cost 1 coat 1 roll coat 

1962 . .. . .... ... 100.0 100.0 15.9 7.6 $4,920 $1.61 
1961 ... .. . ... . . 86.3 93.0 7.1 -I.I 4,836 1.49 
1960 . . .... ..... 80.5 94.0 10.3 4.9 4,826 J.38 

1959 . .......... 73.0 89.6 8.6 4.4 4.777 1.31 
1958 .. ......... 67.2 85.8 5.3 2.5 4,726 1.26 
1957 .. ... .... .. 63.9 83.7 6.0 5.0 4,758 1.23 
1956 ... ... .. . . . 60.2 79.7 17.5 15.2 4,776 l.22 
1955 . ..... . . . . . 51.2 69.1 6.8 8.6 4,742 1.19 

1954 . . ......... 48.0 63.7 8.6 8.2 4,742 1.21 
1953 . .......... 44.2 58.9 7.2 8.6 4,709 I .21 
1952 . . .... ..... 41.2 54.2 10.6 9.6 4,648 1.22 
1951. .... ...... 37.3 49.4 1.4 0.7 4,560 1;21 
1950 .. . . . .. . ... 36.7 49.t 7.2 5.5 4,488 1.20 

1949 ........... 34.3 46.5 . .............. . . . .. ............. 4,484 1.18 

Note.-The underlying output indices are baaed on 1962 payroll coat weights and total budget 
coat weights respectively. All indices are haed on coats expressed in fiscal year 1962 dollan. 
Jndices and percentage changes are baaed on unrounded data. 

1 Total budget coat, in this case. excludes all postage coats 
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during the same period ranged from 1 percent in 1951 to almost 18 percent 
in 1956. Both output per man-year and output per real payroll dollar ap­
parently increased more rapidly during the later half of the period than in 
the earlier half. By contrast, the annual increases in output per dollar of 
total budget costs, which ranged from -1.1 percent in 1961 to 15.2 percent 
in 1956, were smaller in the later years of the period than at its beginning.3 

These differences reflect the considerable shift in the composition of re­
source inputs, between manpower and the nonlabor inputs, particularly 
equipment, that occurred toward the end of the period. The cost struc­
ture, in 1962 prices, was comparatively stable from 1949 until about 1956-
1957, and then changed materially. 

It appears that the annual changes in output per man-year in the Divi­
sion of Disbursement since 1955 were much more closely related to the 
annual decreases in the man-year inputs than to the increases in output. 
(Before 1955 changes in output per man-year were more closely related to 
changes in output.) This may suggest that in the later years at least a sub­
stantial component of the manpower input, was sufficiently flexible within 
the technolo.gical and organizational framework of the Division to permit 
achievement of savings in the variable input component. 

There is little doubt that productivity increases of the Division must, at 
least to a very large measure, be interpreted in terms of technological 
processes innovation. In 1949 the Division disbursed payments by three 
methods: checks prepared on addressing machines (59.4 percent of all 
payments), checks prepared on typewriters ( 40.2 percent), and actual pay­
ments in cash (0.4 percent). The number of payments made per man-year 
then ranged from 35,000 for cash payments to 67,000 for the addressograph 
prepared checks, and the average for the Division was about 60,000. 

In 1962 the Division used seven methods of check preparation. By that 
time, only 4 percent of all checks were typed and only 3 percent prepared 
by the addressograph process, while 36 percent were produced by means of 
electronic computers. The output per man-year ranged in 1962 from about 
38,000 for typed checks to about 300,000 for checks prepared by electronic 
data processing equipment, and the average for the Division in 1962 was 
nearly 200,000 checks per man-year (see page 138). Between 1949 and 
1962 the Division has introduced seven new methods of check preparation, 
and has disconti;nued three. The new methods were typically more efficient 
than the methods previously in existence and the less efficient methods were 
discontinued. The bulk of check preparation was shifted progressively 
from the less productive to the more productive methods. 

In order to take advantage of new techniques, the Division has actively 

• The increases in output per dollar of total budget cost on the operating basis are 
somewhat understated for the last two years, because the cost data for these years 
include significant unamortized expenditures for durable items as well as changeover 
costs in the personal services and other current cost categories. 

• Since savings _bonds were prep~red by varying methods, and separate data were 
not collected, savmgs bonds are omitted from the present discussion. 
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sought out information about technological possibilities. On occasion the 
officials of the Division have taken the initiative in cooperating with the 
manufacturers for the purpose of developing equipment specifically designed 
for the Division's needs. One process of check preparation was developed 
within the Division. 

To some extent the savings in manpower that were brought about by 
technological innovations and the substitution of technological processes 
were offset by increased capital inputs. But, as indicated by trends in out­
put per constant dollar of all budgeted costs, the offset was only partial. 

Another factor which possibly contributed, or at least was associated with 
changes in the Division's productivity, was the process of consolidation of 
operating offices. The number of offices maintained by the Division de­
clined from 27 in 1949 to 14 in 1962. The consolidation apparently per­
mitted some savings of the overhead and possibly allowed some economies 
of a larger scale of opera·:ion. 

The continued growth of output itself might have contributed to pro­
ductivity increases by permitting at each juncture a better uilization of 
resources on hand. 

Unit costs.-The overall productivity experience of the Division and the 
shifts in the composition of resource inputs can be summarized in unit cost 
data as shown in Table 5. Reflecting the rise in output per dollar of cost, 
the budget cost per thousand of checks and bonds measured in constant 
dollars declined by 54 percent. (Algebraically, unit cost is the inverse of 
the ·productivity ratio.) Most important for this trend was a 66 percent 
decline in the unit payroll cost, which was only partly offset by the sub-
1,tantial rise in the cost of the equipment rental. 

With the present definitions, the real unit cost of check blanks and en­
velopes has been constant throughout the period. There was a general 
downward trend in the per-unit costs of travel, transportation, and commu­
nication, and of other services, materials and supplies. 

The per-unit total of unamortized constant dollar expenditure for equip­
ment purchases and alterations of space declined considerably over the years, 
as fewer addressograph machines, typewriters, etc. were bought, with the 
shift to production processes utilizing rented equipment. The rise in the 
last two or three years reflects largely temporary expenditure for space 
alteration and, to a much smaller extent, for purchase of accessories 
occasioned by the planned, nearly complete, conversion of the Division's 
operations to electronic computer production. After the end of the study 
period, the Division began purchasing computers. Thus, for years after 
1962 it will become desirable to treat equipment purchases-at least of the 
large items-on an amortization basis. To provide an illustration of such 
calculations, and also for a better understanding of the cost concepts em­
ployed, an alternative total cost analysis for 1953 and 1962 is presented. 

Alternative cost concept.-Some very rough adjustments can be made in 
the Division's cost data for current accounting for certain capital items and 
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TABLE 5.-Division of Disbursement, Department of the Treasury, Constant Dollar 
Cost Per Thousand Checks and Bonds 

[Constant 1962 dollars] 

Purchased 
Fiscal year Total Personal Equipment Blank checks equipment Other I 

aervices rental and en vclopes and altera-
tion of space 

1962 . . . .. .. .. . ... $40.44 $25.15 $5.62 $4.57 $2.22 $2.88 
1961 . . . . . . . .. . ... 43.50 29.15 4.83 4.57 1.42 3.53 
1960 . ... . .. .. . ... 43.03 31.22 3.58 4.57 .96 2.69 

1959 .. ......... .. 45.12 34.42 2.98 4.57 .54 2.62 
1958 ... .. ....... . 47.06 37.30 2.25 4.57 .28 2.66 
1957 ... . . . .... . .. 48.30 39.35 1.33 4.57 .54 2.50 
1956 ..... . . .. .. . . 50.76 41.77 1.25 4.57 .66 2.51 
1955 . . .. ... .. .. . . 58.44 49.02 1.24 4.57 .18 3.43 

1954 .. . . . . . . ..... 63.47 52.37 1.18 4.57 2.11 3.23 
1953 . . ..... . .... . 68.75 56.97 1.49 4.57 2.33 3.39 
1952 ..... . . . .. ... 74.59 61.00 1.70 4.57 2.43 4.89 
1951. .... ... . .... 81.84 67.57 1.61 4.57 2.29 5.80 
1950 . . . .......... 82.40 68.47 1.53 4.57 2.74 5.08 

1949 . . . . .... . . . .. 87.01 73.46 1.43 4.57 2.71 4.84 

1 Other costs consist of travel. transportation, communication, printing and reproduction, supplica, 
materials, and other services. 

for omission of certain other cost elements from the budgetary accounting. 
Even though the (unamortized) amounts of expenditure for capital items 
were comparatively small in the Division of Disbursement, because the 
level of such spending was changing in the course of years, some distortion is 
present in the annual productivity measures. In the alternative cost calcu­
lation, a straight-line five-year amortization period was assumed. The 
decline in budget costs from 1953 to 1962 was greater when capital outlays 
were amortized than when they were charged to the year of purchase. (See 
Table 6.) The first year for which this computation is practical is 1953 
because the first year for which the deflated expenditure data for five-year 
amortization is readily available is 1949. 

Two cost items for resources employed by the Division but not included 
in its budget costs were estimated, at least approximately. One is the 
imputed interest cost of the resources tied up in the capital stock on hand 
( i.e., the unamortized portion of past outlays) , and the other is the input 
of floorspace and building services furnished to the Division free of charge. 

Estimation of imputed capital cost, especially in the case of a Govern­
ment agency, raises some difficult conceptual problems, which need not be 
discussed here. In the present calculation the imputed interest charge 
was calculated as 3.6 percent of the capital stock on hand valued in con-
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stant dollars. That was the interest rate paid in the base period by the 
United States Government on three to five year issues of its securities. 

Constant dollar cost of floor space and space services ( cleaning, air-con­
ditioning, electricity, etc.) was assumed to be $4.00 per square foot in 1962 
and $3.60 in 1953. (The differential stands for an assumed improvement 
factor representing largely increased use of air-conditioning.) These figures 
are based on information on ( 1) rentals paid by agencies of the Federal 
Government for office space, and (2) operating cost experience of Govern­
ment-owned buildings. 

TABLE 6.-Division of Disbursement, Department of the Treasury, An Alternative 
Cost Calculation 

[All dollar amounts are in thousands of 1962 dollars I 

Cost item 1953 1962 

Total budget costs 1 •••••••••• ______ • ···--······· •••••••••• __ ----····· $13,723 $13,008 
Less: Outlays for equipment purchase and space alterations __________ -465 -714 
Add: Amortization charge for equipment and space alterations outlays .. +484 +328 

Total budget costs, amortized basis ____________________________________ $13,742 $12,622 
Add: Imputed interest charge (3.6 percent of capital stock) __________ +43 +41 
Add: Estimated space rental and building service ($4 per sq. ft., 1962: 

$3.50. 1953) .... . --- _ .. ----. ·- ·-- -- .. - - . - - -- -- .•............ _. • +1,404 +1.416 

Alternative cost estimate 1 ••. ________ ... . .•.•••••.•••.•• ······-·· •..•. $15,189 $14,079 

Index numbers, 1962 = 100 
Total budget costs ............................... ······--··- ..... 105.5 100.0 
Alternative cost concept .......................................... !07.9 100.0 

Note.-Eatimates of the amortization charges and of capital stock are based on straight line 5-year 
amortization. 

I Excludes postage. 

As the calculations in Table 6 show, the net result of all the ad­
justments is the difference in the input index for 1953 of less than 2.5 
percent. Most important for this difference is the treatment of capital 
outlays on an amortization basis. The difference happened to be small, 
especially when compared to the 61 percent increase in the output from 
1953 to 1962. In other organizations, however, such adjustments may 
produce more substantial differences in the results. 
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Appendix M 

UNITS OF WORK MEASUREMENT IN SELECTED PROGRAMMES, THE PHILIPPINES 

Function 

Agriculture 

Education 

General 
Govern­
ment 

Health 

Organization 

Bureau of Plant 
Industry 

Programme Pro/eel 

Increase in rice 1. Rice and com research 
and corn produc- 2. Soil analysis 
tion 3. Production and distribution of 

certified seeds 
4. Control of rice and corn pests 

and diseases 
5. Demonstrations of improved farm 

practices and farmers' education 

Bureau of Forestry Forest protection I. Forest management and land uses 

Bureau of Public 
Schools 

Bureau of Public 
Libraries 

Bureau of Internal 
Revenue 

Field Operations 

and management 
2. Reforestation and afforestation 
3. Domain use classification 
4. Research 
5. Prevention of forest destruction 
6. Scaling and lumber grading 

7. General administration 

Vocational educa- I. Trade and industrial education 
tion 2. Agricultural education 

3. Fishery education 
4. Philippine nautical school 
5. Training in home industries 

Library and archi- I. Library extension service 
ves administra- 2. National library service 
tion 

3. General administration 

Administration and 1. Tax rulings and other legal services 
enforcement of 2. Tax assessment 
internal revenue 
laws, special 
tax laws and regu­
lations 

Field health 
services 

3. Tax collection 
4. General administration 

I . Rural health units 
2. Dental services 
3. Social hygiene services 
4. Malaria eradication services 

5. Tuberculosis control services 
6. Environmental sanitation 
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Unit of work measurement 

Researches conducted 
Soil samples analysed 
Cavans of seeds produced 

Hectares controlled 

Demonstrations conducted 

Number of hectares managed and 
leased 

Number of hectares planted 
Number of hectares classified 
Number of research projects conducted 
Number of hectares protected 
Number of cubic metres of logs and 

lumber scaled and graded 
General administrative employment 

ratio and expense per man-year 

Students enrolled 
Students enrolled 
Students enrolled 
Students enrolled 
Trainees enrolled 

Patrons served 
(a) No. of books, etc. catalogued, 

classified and processed 
(b) Patrons served 
(c) Indexing entries 
General administrative employment 

ratio and expense per man-year. 

Rulings issued 
(a) Tax returns processed and/or asses-

sed 
(b) Tax cases processed and/or assessed 
(c) Tax investigations conducted 
Cases closed 
General administrative employment 

ratio; general administrative expense 
per man-year. 

Units operated 
Patients attended 
Number of cases handled 
(a) Persons protected 
(b) Research activities 
Persons attended 
Inspections conducted 



Fwtc/1011 

Health 
( continued) 

Public 
works• 

OrranJzat/on 

Field Operations 
( continued) 

Bureau of Labora-
tories and Re-
search 

Bureau of Public 
Highways 

Bureau of Public 
Works 

Appendix M (continued) 

Programme ProJ,ct 

Hospital services 1. Operation of general hospitals 
2. Operation of special hospitals 

3. School of nursing 
4. School of midwifery 
5. Aid to puericulture 
6. Laundry plant 

Laboratory exami- 1. General Management 
nation produc-
tion and research 2. Pathological and macrobiological 

examination 
3. Laboratory research 
4. Blood plasma dehydration 
5. Sanitary chemical analysis 
6. Vaccine production 
7. Food and drug analysis 

Maintenance and 1. National roads and bridges 
repair service 

2. Provincial roads and bridges 

3. Municipal roads and bridges 
4. Toll roads 

Construction 1. Irrigation 
(capital outlays) 2. Buildings 

3. River control and drainage 
4. Port facilities 

Unit of work measwe1111!11t 

Number of free beds 
Patient days 
(a) Maternity 
(b) Children 
(c) Mental 
(d) Orthopedic 
(e) Communicable Diseases 
Persons trained 
Persons trained 
Narrative statement of purpose of aid 
Number processed 

Administrative employment ratio and 
expense per man-year 

Number of examinations performed 

Number of research studies conducted 
Cubic centimeters of blood products 
Number of examinations performed 
Cubic centimetres manufactured 
Number of examinations performed 

(a) Kilometres of national roads ser-
viced 

(b) Lineal metres of national bridges 
serviced 

(a) Kilometres of Provincial roads 
serviced 

(b) Lineal metres of provincial bridges 
serviced 

Narrative statement of the project 
Toll roads serviced. 

Irrigable hectares serviced 
Number of buildings 
Number of projects 
Number of projects 

• Public Works here is not a function. It refers to the Department of Public Works and Communication whose expenditures fall under several 
;unctions as can be seen from the projects under the Programme of Construction in the Table. This however does not affect the purpose which is 
to illustrate the unit of work selected for projects. 

65 



Chapter V 

PROGRAMME AND PERFORMANCE BUDGETING FOR INVESTMENT PROJECTS 

Properly developed and applied, the programme and 
performance budget approach described in this manual 
makes the budget process an integral part of the pro­
gramme management system in government. This is ac­
complished by reason of the facility of this technique for 
bringing together the separate elements of programming, 
budgeting, accounting, and reporting into a co-ordinated 
system that organizes managerial efforts throughout the 
administrative structure in programme terms; and 
produces for responsible officials the operating and 
control information needed for effective conduct of 
assigned operations. In particular, programme and 
performance budgeting is an important device for deve­
loping countries, where it is useful for efficiently carrying 
out investment projects that are part of long-term econo­
mic development plans. 

As an illustration, the United States application of the 
programme and performance budget provides a case 
example of how this approach can be applied in an effici­
ent and effective manner for projects of an investment 
nature. The Bureau of Reclamation, a constituent unit 
of the Department of Interior, began employing this type 
of budget when all agencies in the United States Govern­
ment made the conversion to programme and performance 
budgeting in the early I950's. The system subsequently 
has been adjusted and refined on the basis of experience, 
to the point where it effectively has been serving as a 
primary tool of management at each of the different 
levels of control in the United States Government. 

The organization and financing pattern 

The Bureau of Reclamation was established in 1902, 
and was given responsibility for developing the irrigation 
facilities in the seventeen western States of the United 
States. Supplementing that basic job, it has been assigned 
responsibilities in the fields of municipal and industrial 
water and flood control, and for the development and 
utilization of water resources in Alaska. Within these 
areas, the Bureau has the job of planning, constructing, 
and operating approved project facilities, and co-ordinat­
ing those efforts with the work of private and other 
public agencies concerned with developing water resources. 

To carry out itsresponsibilities, the Bureau of Reclam­
ation has employed a decentralized form of organiza­
tion, in which programme and policy direction are 
furnished by a Commissioner and staff offices located 
in Washington, D.C. Co-ordination and control over 
the execution of programmes are exercised through 
seven regional offices spaced throughout the western 

States. Actual operations are carried out by offices 
located at the site of a project, except that in some cases 
consolidated project offices and other specialized field 
offices have been established to better serve particular 
needs. For example, an organizational unit located in 
Denver, Colorado - an extension of the Commissioner's 
Office - provides centralized engineering services to all 
regions and project offices. 

The financing pattern employed for the Bureau of 
Reclamation is shown in appendix N, which reflects 
part of the budget presentation of this organization. 
Exhibit 1 identifies the appropriations enacted by the 
legislature to finance the programme operations, i.e., 
general investigations, construction and rehabilitation, 
operation and maintenance, general administration, 
loans, and the upper Colorado River basin work. Appro­
priations are made for these purposes under a basic legis­
lative authorization which requires that all the costs of a 
project - except for certain specified benefits - be 
reimbursed to the United States Government. Accordingly 
since its inception, the Bureau of Reclamation has been 
concerned with the engineering feasibility of project 
proposals, the costs of the work involved, and the value 
of the benefits to be gained (i.e. , the cost-benefit ratio) 
- in order to ensure the desired results and the repayment 
of appropriated funds that is required by law to be 
reimbursed to the government. 

The specified non-reimbursable benefits - the costs 
of which are not required to be repaid to the United 
States Government - include benefits from completed 
facilities that improve navigation or provide better flood 
control, or recreational facilities that are available to the 
general public. The costs of such benefits are, in effect, 
borne by the United States Government through the 
appropriation process. On the other hand, the construc­
tion of facilities for the irrigation of land, the production 
and distribution of power, and the improvement of muni­
cipal and industrial water resources, is undertaken on the 
premise that the costs of making these benefits available 
are initially appropriated for by the United States Govern· 
ment, and ultimately will be repaid by the water and power 
users over a long-term period of time - such as fifty years. 
Currently, more than 90 per cent of the total spent for 
Bureau of Reclamation projects is in the latter category, 
classified as reimbursable and subject to long-terJll 
reimbursement by the users. 

Because of the repayment provisions, operations like 
those of the United States Bureau of Reclamation are 
often carried out in other countries by public enterprise 
organizations that operate independently and utilize 
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evenues for carrying out planned operations and addi­
tional developmental work. In the United States, a step 
in that direction has been taken in the sense that legisla­
tion has been introduced to provide for financing the 
work of the Bureau of Reclamation through a revolving 
fund. That proposal, however, has not been en~cted 
by the legislature, and the work of th_e i:3ureau contmues 
to be financed through the appropriation process. 

Regardless of the method of financing, however, the 
programme management system developed and employed 
by the Bureau of Reclamation illustrates a planning and 
control system that has proven itself as a useful manage­
ment tool over a period of years. It is adaptable to the 
handling of investment projects from inception to comple­
tion, without regard as to how the work is financed_ or 
where it is done. The system features such practices 
as advance planning and costing; determinations of feasi­
bility in both engineering and repayment terms; identifi­
cation of immediate and future financing needs; control 
of funds and work in progress; and reports on perfor­
mance and cost in relation to established goals. Since these 
are primary requisites for the effective conduct and cont_rol 
of investment projects, the Bureau of Reclamation 
system provides an applied example that is useful for 
study and review. 

The programme management system 

The project entity is the basic unit employed for 
programming budgeting, accounting, and reporting in 
the Bureau of Reclamation. Projects are identified initially 
in the course of authorization and related planning 
studies. In general, they reflect a grouping of individual 
features and functional units that combine to serve the 
purposes of a specific developmental proposal. This 
illustration centres on the construction programme, 
which is financed by the single appropriation reflected 
in exhibit 2 of appendix N. That appropriation covers 
the advance planning and construction of authorized 
projects, and the operation and maintenance of features 
already completed under a project that is still in the 
construction stage. 

The budget presentation for this appropriation identifies 
authorized projects as activities, sets forth the financing 
needs, and provides a brief narrative of the work plan 
for the budget year. This is supported by programme 
data on project accomplishments and goals; cost informa­
tion that shows the costs involved in current projects, 
available resou;ces on hand, and appropriation require­
ments for the completion of planned and authorized 
work; and a distribution of the financing request by 
object classification. For top level review purposes, 
the budget presentation for the construction programme 
thus presents several types of programme and financial 
data that permit a variety of analyses useful for sound 
cecision-making purposes. 

Utilizing the project as the basic entity for planning and 
control, the system employed by the Bureau of Reclama­
tion has the following features : 

(a) A uniform coding system that provides common 
denominator work and cost account classifications 

into which all work is classified for the purposes of esti­
mating, scheduling, budgeting, costing, and reporting; 

(b) Requirements for long-range planning over a seven­
year period, as well as more detailed short-range planning 
and estimating for the annual budget as part of the long­
term plan; 

(c) A uniform method of developing estimates for each 
project that identifies the best current estimate of total 
cost regardless of the source of financing; 

(d) A uniform control schedule that applies the time 
element to cost estimates and serves as the basis for 
planning, operating, control, and reporting; 

(e) A uniform method of justifying budget requirements 
for each project, based on the related control schedule; 

(f) A work order system that operates within the context 
of the approved programme - which authorizes work 
to be done, establishes time and cost limits, and the 
accounts to be maintained; 

(g) A series of reports, based on the control schedules 
and work orders, that show results in terms of physical 
accomplishments, cost experience, and the use of funds. 

Within this system, the financial management practices 
of the Bureau of Reclamation are adapted to the operating 
structure and are applied consistently throughout the 
organization in accordance with manualized instructions 
issued by the central office. For the purposes of fund 
control, authority and responsibility for use of appropriat­
ed funds within the approved programme are decentralized 
to the regions and the project offices. Allotments are made 
by project to regional directors, who in turn suballot 
funds to project offices where the detailed accounts 
are maintained. In some few cases, centralized accounting 
units are maintained at the regional level - also in terms 
of projects; and in those cases, allotments go no further 
than that level. Programme and operating controls are 
also based on the project entity, but are exercised in terms 
of costs. Responsibility for control of costs in relation 
to the approved programme is vested in operating officials 
at the project level. 

The authorization and planning process 

Before a project can be undertaken by the Bureau of 
Reclamation, the substantive proposal must be approved 
by the United States Congress. A project proposal can 
arise in a number of ways, e.g., stimulation by local 
citizens through requests of their representatives in 
Congress; action by a state to o~tai~ _Federal assistance 
in a local problem; proposals by md1v1dual congressmen 
to resolve local, regional, or national problems; or sug­
gestions by the Bur:au of ~ecl~mation itself. S~c~ a 
proposal might be destgned pnman~y to de~elop mumcipal 
or industrial water, or to fill a need ma basm development 
plan; or it might cover the co~preh:nsi_ve deve~opment 
of a river basin, such as the M1ssoun River Basm work 
or the Central Valley Project in California (see 
appendix N). 

To obtain Congressional authorization for a project 
proposal, a "feasibility report" (whic~ inv?lves a c~st­
benefit comparison) is prepared - to 1de~tify th~ ?1aJor 
physical components of the proposal, its ant1c1pated 
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benefits, estimated costs, and engineering feasibility. 
Essential findings are that the value of the benefits be 
equal to or exceed the costs, and a determination that the 
reimbursable costs can be repaid to the United States 
Government within the required time period. The investi­
gations and studies for feasibility are made by regional 
staff of the Bureau of Reclamation and financed by the 
General Investigations appropriation. When a feasibility 
study is completed, it is reviewed throughout the Bureau 
and sent with a recommendation to the Secretary of the 
Interior. If he approves, the project proposal is submitted 
to the Bureau of the Budget and ultimately to Congress 
for consideration. 

When approved by Congress, the feasibility study 
becomes the general guide for construction work, and 
funds are requested under the Construction and Rehab­
ilitation appropriation for advance planning and ultimate 
construction of the proposed facility. The authorized 
proposal is refined in the advance planning stage by 
development of a Definite Plan Report, which describes 
in detail the physical features to be constructed and the 
estimated costs. The cost estimates are prepared in terms 
of current prices, and include the present value of dona­
tions from other projects, agencies etc. Those estimates 
are never final, however, until each feature is completed 
and placed in service. In the interim, they are revised 
periodically to reflect actual experience to date and the 
current best estimates for the future. Those revisions are 
made at least annually - as part of the budget process -
to reflect the most accurate estimate of total cost and its 
effect on the benefit-cost ratio, i.e., the repayment feasi­
bility of the project. As part of the budget, major revisions 
are explained and justified to the top level officials involved 
in executive and legislative budget review. 

The costs of a project are required to be initially esti­
mated and ultimately recorded in terms of the common­
denominator property and cost-account classifications 
shown in exhibit l of appendix 0. This coding system 
establishes property categories that are to be used to 
classify all work under a project, and identifies uniform 
cost accounts to be maintained under the property categor­
ies. A project that includes a steam powerplant, for 
example, would code such work under property class 10. 
Funds spent in clearing land for the powerplant site 
would be recorded under account 32. Throughout the 
conduct of that project, such work would be coded under 
the symbol 10.32. Since such an approach is used for all 
construction work, the project cost data are maintained 
on a consistent basis throughout the financial manage­
ment system. This permits the development of summary 
and detailed information as required for different manage­
ment purposes throughout the government. 

Basic to the programming process is the Official 
Estimate exhibit 2 of appendix 0. That form is required 
for each project from the time it is recommended for 
authorization by a finding of feasibility until construction 
is complete. The Official Estimate - in summary terms -
identifies the features of the project, i.e., the major 
property classes like a dam, diversion works, power~lant 
etc.; physical measures of the work where _appropriate; 
the current estimate of total cost for the proJect; a break­
down of costs by the kinds oflabour, material, and services 

involved in the project; and the previous official estimate 
of total costs for the project. That summary is supported 
by detailed data on an identical form (as illustrated in 
exhibit 2), which shows the same type of programme 
measures and cost information for the units under each 
feature and for expenses that are to be distributed. The 
units under each feature reflect the property and cost 
account classifications of the uniform coding system -
like clearing lands for a powerplant site (.10.32). Such 
code symbols are shown in the left-hand column of the 
form. 

The cost data on these forms must cover the entire 
project and all costs chargeable to construction -
including the values of property on hand or expected to 
be transferred in without expenditure of funds. The 
Official Estimate is prepared at the "grass roots" level, 
by the officials responsible for carrying out the work. 
each Official Estimate or revision must be approved 
by the Commissioner of the Bureau of Reclamation. 

When an Official Estimate is approved, the time factor 
is added. This is done by means of the Control Schedule 
and the Supporting Schedule, parts A and B of exhibit 3, 
appendix 0, which also are prepared by project personnel. 
Basically, these schedules, are bar charts that show pro­
gramme and financial data and the timing of significant 
programme events. This includes the property and 
cost account classifications of the work; the description 
of the features of the project; the quantity and units of 
physical measure; bars showing the timing of the work; 
and the estimated completion date for each feature. The 
financial data include the total cost estimate; prior 
costs; projected costs for the current year, the budget 
year, and five succeeding years; and requirements beyond 
that period. The cost data in the various columns -
representing work in place - are reconciled in total 
to the expenditures accrued (goods and services received); 
obligations ( orders placed); funds available (allotments); 
and funds required for the future. The Supporting Sche­
dule shows the work details under each feature, and pro­
vides a quarterly break-down of the current and budget 
years - using flag symbols to bring out the significant 
starting and completion dates for specific segments of 
the work. Since data in the Supporting Schedule are 
developed for each major segment of work - such as 
obtaining land rights or entering into a supply contract_ 
it results in a detailed, bulky package that needs consol­
idation for management review purposes. This is done 
by means of the Control Schedule, which shows the same 
kinds of data consolidated by major feature of the pro­
ject. 

The Control Schedule is the keystone of the Bureau 
of Reclamation's programming process, since it provides 
the complete story and schedule on each project in total 
and in annual terms over a seven-year period. It simul­
taneously provides the basis for management decisions 
on Jong-range programming, preparation of the annual 
budget, and execution of an approved programme of 
work. After preparation at the "grass roots" level it is 
subject to approval by responsible officials at the p~oject 
office level, the regional director and his staff, the Commis­
sioner and his staff, and - in the annual budget review _ 
by top level officials in the executive and legislative 
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branches. When a Control Schedule is signed by the 
Commissioner of the Bureau of Reclamation, it becomes 
part of the approved programme that is to be carried 
out by project officials under the direction of a regional 
director. 

Budget formulation and execution 

In budget formulation, the regional directors each year 
prepare an advance construction programme that iden­
tifies all projects which may become active during the 
next seven-year programme period in order to establish 
long-range construction goals and provide for antici­
pated work. This requires the scheduling of construction 
on all projects not included in the budget year plan but 
on which the start of construction is anticipated before 
the end of the related seven-year period. The advance 
construction programme includes two categories of 
projects - those already authorized by Congress, and 
those not yet authorized but for which authorization 
and an appropriation of funds are expected in the period 
covered by the programme. The form prescribed for this 
purpose requires programme and cost data like that in a 
Control Schedule, and identification of the year in which 
construction work is expected to start. 

In addition, preliminary estimates are prepared by field 
operating officials for all active projects, as a basis for 
developing an over-all estimate of construction require­
ments at the departmental level. This is done about 
fourteen months prior to the start of the budget year. 
Those estimates are based upon currently approved 
Control Schedules and are submitted in terms of a one­
line entry for each project. The data presented for each 
project show past obligation requirements, the budgeted 
allowance for the forthcoming current year, the estimated 
requirements for going work and new work in the succeed­
ing budget year, and obligation authority needed beyond 
that period until completion. 

Following analysis of those data, top level guidance is 
provided in the form of the approved appropriation for 
the current year and a ceiling for the construction appro­
priation for the budget year. That guidance is used by 
project officials to firm up the current and budget year 
columns of each approved Control Schedule and its 
Supporting Schedules. After consideration of those data 
at the several management levels, a programme review 
conference - involving the Commissioner and his 
aides, and the regional directors and their staff assistants 
- is held to make final determinations. In this conference, 
the Supporting Schedules for each project are reviewed 
for feasibility of the planned work and the fund and cost 
requirements: Programme consistency and adherence to 
policy are given full consideration, arrangements are made 
for necessary co-ordinating action, problem areas are 
identified, and decisions are made on the steps to be 
taken by management at various levels of operation. 
The conference decisions are reflected in revised Control 
Schedules, which form the backbone of the budget 
submissions and justifications. Formal budget materials 
are Prepared at the project level and reviewed at the region­
al and Washington, D.C. offices. After the Commissioner 
of the Bureau of Reclamation makes final determinations 

on the budget request, it is forwarded to the Department 
of the Interior for review and concurrence. 

A full presentation of the construction programme is 
made to top level review officials in the executive and 
legislatives branches, based on the data shown in 
appendix N. Supplementing that presentation, justi­
fication materials in the form of parts A, B, and C of 
exhibit 4, appendix O are prepared to bring out the 
details of each project. The Project Data Sheet (part A), 
provides a summary picture that shows the location of the 
project, its features, benefits, and the percentage of com­
pletion; the dates of authorization, certification, and 
approval of the Definite Plan Report; the latest benefit­
cost ratio, the allocation of costs among benefits, and the 
repayment provisions; and summary financial data that 
identify the· source of financing for the total costs, and 
appropriation requirements of the past, present, and 
future. Brief narrative statements (part B), are provided 
on the work status and budget year plan for each feature; 
and a financial schedule that is drawn from the approved 
Control Schedule (part C), shows a break down of total 
cost by feature, and reconciles costs to financing. These 
data provide budget review officials at all levels an 
effective basis for analysis and decisions on appropriation 
requests. 

Upon enactment of an appropriation for a fiscal year, 
necessary reprogramming action is taken within the 
Bureau of Reclamation, and a request for quarterly 
apportionment of funds is prepared. The proposed appor­
tionments originate at the project level, are reviewed and 
consolidated at the regional and central offices, and are 
submitted to the Director of the Bureau of the Budget. 
Following the receipt of approved apportionments 
from the Budget Director, the Commissioner of the 
Bureau of Reclamation allots funds for the year by project 
to the regional directors and, through them, to the respon­
sible project officials. Those allotments are based upon 
approved Control Schedules and, since they are made for 
the project as a whole, they allow the operating manager 
flexibility in the use of funds for features within a project. 
Thus, the allotment process serves the primary purpose 
of over-all fund control, which is exercised at the project 
level. 

Cost accounting practices 

Management and control of the work performed within 
a project is exercised in terms of the costs of putting work 
in place. While obligations are recorded in project 
allotment records when the Bureau of Reclamation is 
financially committed by a contract, purchase order etc., 
expenditures are accruea in the general and cost accounts 
when goods and services are received. Inventory, suspense, 
and clearing accounts are maintained for goods or ser­
vices not directly chargeable to a project feature when 
received, and costs are entered in the designated cost 
accounts when action is taken to put work in place under 
a specific feature. 

The cost accounting procedures are schematically 
illustrated in exhibit 5 of appendix 0. The basis for those 
procedures is the Cost Authority, which is a form of 
work order. Since no operations are authorized without 
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a Cost Authority, and such an authority is not issued 
except for work included in an approved Control Schedule 
no work can proceed unless it is part of a programme 
that has had full review and approval. 

The Cost Authority identifies the project, the feature, 
the related Control Schedule, the work to be done, the 
cost accounts to be maintained, and the time schedule 
for the work. The designated cost accounts, coded accord­
ing to the uniform property and cost account classifi­
cation (exhibit 1 of appendix 0), accumulate applied 
costs - the costs of work in place. In addition to direct 
costs for labour, material, etc., they are charged with 
indirect costs that are assembled in clearing or suspense 
accounts and distributed monthly. Included among the 
costs that are charged to projects in this manner are the 
costs of supplies, equipment (including depreciation), 
and service facility shops - which are generally charged 
on the basis of use by the project; and general expenses,. 
which are charged to a project in accordance with the 
proportion of total direct costs that are incurred by the 
project during the period. The sum of the charges recorded 
in these cost accounts gives a picture of work performed 
on a project within a given period. 

As indicated by exhibit 5, financial data pertaining to a 
Cost Authority are recorded in a Cost Authority Ledger. 
The ledger is identified with the related Cost Authority 
by the property and cost account classification code, 
and the materials, labour, services etc., that are chargeable 
to the individual Cost Authority are recorded as outlined 
above. These ledgers provide the basic date for summary 
entries in the controlling general ledger accounts. 

When the authorized physical work is finished, a Comple­
tion Report is prepared for each Cost Authority. That 

. report is developed in summary form by feature and also 
in detail - in terms of the units under each feature. It 
brings together all pertinent programme and financial 
data - showing total costs and total work, the nature 
of the direct costs and the distribution of indirect costs, 
units of measurement, and unit costs. In turn, that report 
provides the basis for recordings in the Plant Ledger, 
which is the final book of entry for the cost of plant in 
service and supports the general ledger account balances. 

Selected performance and fund reports 

The data recorded in the cost accounts are brought 
together for performance analysis purposes by means of a 
monthly report, the Cost Authority Summary (exhibit 6 
of appendix 0). This report is used to sum up active 
cost authorities by significant project features and units, 
showing the identifying property and cost account classi­
fication code, the costs for the month and the total costs 
for the fiscal year and for the line item to date, and the 
major type of costs involved. The break-down of the 
detailed costs by type reflects the categories maintained 
in the Cost Authority Ledgers. Through these reports 
an evaluation can be made of the degree to which 
the financial objectives of the cost authorities are being 
attained. 

For the use of middle management, a Summary Cost 
and Progress Report (exhibit7 of appendix 0) is prepared 

monthly after the accounts are closed. It shows for each 
project by feature, the property and cost acco~nt classi­
fication code, the current estimates in relation to the 
approved estimates of cost for the fiscal year and for the 
total project, the fiscal year cost at the end of the reporting 
period, the total project cost to date, and the balance 
~equired to complete and the percentage of completion 
m each of those categories. In addition, like the Control 
Schedule, it reconciles the costs incurred to accrued 
expenditures, obligations, and available funding authority 
- in terms of the authorized allotment and unused funds. 
This report thus gives a picture of progress to date on a 
project - as reflected by the cost incurred - and shows 
the relationship of costs to available resources and the 
funding authority. 

Supplementing that report, the Bureau of Reclamation 
employs a special report for top management that is due 
in the Office of the Commissioner by the fifth working 
day of each month. This is the Activities Digest Report 
which is submitted by teletype and reflects key items fro~ 
that Summary Cost and Progress Report. The selected 
items for this report are shown at the bottom of exhibit 7. 
Set up by project, the Activities Digest Report brings 
out the status of funds in terms of obligations to date and 
unobligated and unexpended balances; reflects financial 
progress for the year, in terms of accrued expenditures 
and the scheduled rate of expenditure - and the percen­
tage relationship of those data; and provides space for a 
brief narrative on significant items that warrant the atten­
tion of top management. 

In addition, the Bureau of Reclamation employs a 
report on the planned use of available funding authority 
that is directed towards utilizing fund allotments to the 
best possible advantage. This is the Forecast of Utiliza­
tion of Construction Funds (exhibit 8 of appendix O). 
Sue~ a forecast _is required monthly for each project 
startmg m the middle of each fiscal year. · It is used to 
control fund use during the latter part of the year -
by identifying the balances still available and their prob­
able use, and the anticipated balance at the end of the 
year or the additional allotment needed. This report has 
been one <;>f the most useful tools for making effective 
use of available funds and for keeping the program on 
schedule. It serves to highlight problems in the financing 
of project work in timely fashion, so that management 
can take needed corrective action. 

Features of the system 

Besides providing for control of available funds the 
Bureau of Reclamation system has featured the use of cost 
accounting ror programme management purposes. The 
sys~em outlmed above has gone through an extended 
penod o~ d~velopment. In earlier years, cost accounts 
were ma1?tamed separately to accumulate the costs of 
work, while the general accounting system was developed 
~long fund accounting lines and tied to the appropria­
t10n a~d budget process. At about the time the United 
States ms!alled _programme and performance budgeting, 
more _busm~ss-hke methods were adopted. This involved 
a m::iJor adjustment of accounting practices to develop 
an mtegrated fund and cost accounting system that 
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centred on authorized projects. During subsequent years 
that system has been adjusted and refined to provide 
a useful operating facility and management tool. 

In retrospect, it should be recognized that regardless 
of intensive development and refinement work, a pro­
gramme management system such as that illustrated 
is only as effective as the manner in which it is used by 
operating officials. The production of accurate, timely 
programme and financial data is not in itself the answer 
to effective management and control. Such data are of 
little value until the operating managers actively utilize 
the information in making the many management de­
cisions needed to carry out an investment project. Ex­
perience in the United States Bureau of Reclamation 
has emphasized this point - operating decisions today 
are made at all levels on the basis of a common body of 
knowledge that is made available through the techniques 
outlined. 

For example, because of the uniform classification of 
accounts, the system furnishes management at all levels 
with many opportunities for evaluation of the program­
ming, estimating, and control practices employed. Opera­
tion of the system provides for a constant check of actual 
experience against estimates. Upon completion of a 
project, an appraisal can be made of the accuracy and 
validity of the estimating procedures used, and this 
results in a continuous refinement process. In the annual 
reappraisal of total project costs and preparation of 
budget year requirements, the prior year cost figures 

furnish the operating manager with data essential for 
planning and a sound basis for budget estimates. The 
measures of physical and financial progress for individual 
projects, together with the long-range schedules and 
estimates of work to be done, provide benchmarks useful 
for the evaluation of status and the progress being made 
in development plans. 

The system also provides other kinds of benefits. 
To cite a few, the costs reports have identified cases where 
the dollar limitations specified in a contract with water 
users would probably be exceeded. This signalled the need 
for renegotiations with the water users to either modify 
the contract and the use rates, or to make an additional 
assessment for the work remaining to be done. In another 
case, the cost reports showed that if a claim by a contrac­
tor was allowed, the total cost of the project would exceed 
the amount approved by Congress. On the basis of that 
information, remedial legislation was introduced to 
obtain needed authority before the project was completed. 
Cost statements furnished by the system are used to 
support bills that are rendered to water users to cover 
their annual payments. Similarly, the cost records provide 
the basis for rate determinations in the hydro-electric 
power operations. Thus, the system employed by the 
Bureau of Reclamation - besides maintaining operations 
within the limits of available funds - provides an effective 
basis for management action in estimating requirements, 
controlling operations, and obtaining repayments in 
accordance with the requirements of basic legislation. 
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Appendix N, Exhibit 1 

UNITED STATES BUDGET PRESENTATION OF 
RECLAMATION PROGRAMMES 

Department of the Interior 

BUREAU OF RECLAMATION 

The Bureau plans, constructs, and operates facilities to irrigate lands, furnish domestic water 
supplies, and develop related hydroelectric power and flood control in the 17 western States and 
Alaska. 

The enactment of legislation to establish a revolving fund for the financing of the reclamation 
programme is recommended in the Budget Message. 

Appropriations to the Bureau are made from the general fund and special funds. Th~ special 
funds are (a) the Reclamation fund, largely derived from certain irrigation and power _.revenue; 
receipts from the sale, lease, and·rental of public lands; and certain oil and mineral reven.ue; (b) the 
Colorado River Dam fund, derived from the revenue of the Boulder Canyon project; and (c) the 
Colorado River Development fund, derived from transfers of money from the Colorado River Dam 
fund . The estimates of appropriation for the budget year are summarized by source; as follows 
(in thousands • of dollars) : 

Estimate Recla-
Colorado Colorado 

Appropriation title of appro- General mation River River Other 
fund Dam Development priatton fund fund fund 

General investigations 5,850 550 4,800 500 
General investigations (spe-

cial foreign currency pro-
gram) 4,500 4,500 

Construction and rehabilita-
tiori 158,250 88,250 70,000 

Operation and maintenance 34,400 4,822 28,087 1,491 
General administrative ex-

penses 9,430 9,430 
Loan program . 12,212 12,212 
Upper Colorado River Basin 

fund 60,700 60,700 
Emergency fund 1,000 1,000 
Permanent authorizations 3,975 75 3,871 29 

Total 290,317 171,034 113,392 5,362 500 29 

The total appropriation request of $290.3 million represents an increase of $4.7 million compared 
with the estimated current year appropriations and an increase of $30.1 million compared with 
the preceding year. 
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Appendix N, Exhibit 2 

NITED STATES BUDGET 

PRESENTATION OF CONSTRUCTION 

AND REHABILITATION PROGRAMME 

Program and rm&DCinl (in thousancla of dollan)---Olntinued 

BUREAU OF RECLAMATION-Continued 
Current authorizationa--Continued 

CONSTRUCTION AND REHABILITATION 

For construction and rehabilitation of authorized reclamation 
projects or parts thereof (including power transmission facilities) 
and for other related activities, as authorized by law, to remain 
available until expended, [$166,444,880] $158,250,000, of which 
[$90,000,000] $70,000,000 shall be derived from the reclamation 
fund: Provided, That no part of this appropriation shall be used to 
initiate the construction of transmission facilities within those 
areas covered by power wheeling service contracts which include 
provision for service to Federal establishments and preferred cus­
tomers, except those transmission facilities for which construction 
funds have been heretofore appropriated, those facilities which are 
necessary to carry out the t erms of such contracts or those facilities 
for which the Secretary of the Interior finds the wheeling agency is 
unable or unwilling to provide for the integration of Federal projects 
or for service to a Federal establishment or prpferred customer[: 
Provided further, That not to exceed $25,000 shall be available 
toward investigation and the emergency rehabilitation of the Dalton 
Gardens, Avondale, and Hayden Lake Unit, Rathdrum Prairie 
Irrigation Projects, Idaho, to be repaid in full under conditions 
satisfactory to the Secretary of the Interior]. 

[For an additional amount for advance planning activities on the 
Canadian River project, Texas, $300,000: Provided, That the limita­
tion under this head in the Interior Department Appropriation Act, 
1955, on the amount available toward the emergency rehabilitation 
of the Crescent Lake Da m p_roject , Oregon, is increased from 
$297,000 to $305,000.] (45 U.S.C. 391, 485, 504: Public Works 
Appropriation Act, 1961; S econd Supplemental Appropriation Act, 
1961.) 

Note.-Eatimate for 1962 exdudu $2.805 thou,and for activitiea tran,ferred in 
tht eatimate ■ to "Genenl admini,trative u:pen,ea." The amounts obli1ated in 
1960 and l96t a.re sh.own in the ,chedu)e •• comparatiYe tran,fen. 

Program and Financinc (in thousand, of dollars) 

1960 1961 1962 
actual eetimate eatimate 

Prorram by actiYitiea: 
I. Advance planning. ______ __ _____ ..... __ 123 829 380 
2. Gila project, Arizona ___________________ 3,231 3,733 1,460 
3. Colorado River front work and levee 

1ystem, Arizona-California .... ________ 184 1,169 1,390 
4. Central Valley project, California ________ 42,629 50,032 SS,338 
S. Collbran projed, Colorado . . _________ .. _ 4,339 S,163 534 

Prorram by acli-ritiea-Continued 
6. Avondale, Dalton Gardens and Hayden 

Lake pipe reh&bilitation. Idaho ________ 
7. Palisades project, Buma ueek Dam and 

powerplant. Idaho ___________________ 
8. Wichita project, Cheney division. Kamu. 
9. Washoe project, Nevada-California ______ 

JO. McMillan Delta project, New Mezico ____ 
11. Middle Rio Grande project, New Mexico_ 
12. Norman project. Oklahoma .. _______ --·_ 
13. Waahita Basin project, Oklahoma. ______ 
I 4. Rogue River Basin project, Talent di-

vision, Oregon _______ . __ . ____________ 
IS. The Dalles project. wt1tem division. 

Oregon ... ______________________ -... 
16. Vale project, Bully Creek extension, 

Oregon ___ . ____ ... ______ --- --··- - -- . 
17. Klamath project. Oregon-California ______ 
18. Canadian River project, Texas _________ _ 
19. Lower Rio Grande rehabilitation project. 

LaFeria divi>ion, Texas. ____________ _ 
20. Lower Rio Grande rehabilitation project, 

Mercedes divi,ion, Texas _____________ 
21. San Angelo project, Texas ______________ 
22. Provo River project, Utah ______________ 
23. Weber Basin boject, Utah _____________ 
2◄. Chief Joseph am project. Greater Wen-

atchee diviaion, Washington __________ 
25. Columbia Basin project, Washington _____ 
26. Drainage and minor corutruction program. 
27. Rehabilitation and betterment of eziating 

project& ___ .. _. ______ ___ -- -- -- - -----

28. Missouri River Basin: 
(a) Ainsworth unit. Nebraska _________ 
(b) Almena unit. Kansas _____________ 
(c) Cedar Bluff unit. Kansas _________ 
(d) East Bench unit. Montana ________ 
(e) Farwell unit, Nebraska ___________ 
(f) Frenchman-Cambridge division, 

Nebraska ____ ._ . . _______ .. ___ . 
(g) T ransmwion divi,ion (including 

Fort Peck project). ____________ 
(h) Yell?wtail unit. Montana-Wyo-

ming _________ . ______ . _______ . 
(i) Drainage and minor co111truction 

program. ______ . . .......... - - . 
(j) Investigations ________ ------•- ___ 
(k) Advance pl=ing ________________ 

Subtotal, Mis10uri River Baain, 
Bureau of Reclamation .. ·----

()) Other Department of the Interior 
agencies •• ----- --- -"----·-- ---

Total, Missouri River Basin __ _ 
29. Prior year balances of advances to chief 

engineer, Denver, Colo .. and central-
ized project activities in the regional 
o/!ices ... ___ ... -- ____ ______ -- .. -- ... 

30. Undiatributcd reduction based on antici-
pated delay, _________________ .-----. 

Total obligations __________________ 

rmandn1: 
Comparative transfers to other accounts. ____ 
Unobligatcd balance brought.forward ________ 
Recovery of kior year obligations ___ ___ _____ 
Unobligated lance carried forward ________ _ 

New obligational authority ______ ___ ____ 

New obligational authority: 
Reclamation fund, special fund _____________ 
General fund .. ________________ . __ ----··-_ 

Appropriation ___ . ____________ . __ . _____ 
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1960 1961 
actual IIIJWD&te 

----------- 25 

......... ... ....... ----------
------756 • 2,647 

72 228 
1,749 1,790 

8,432 - 6,938 

2,955 2,557 

-------··- ---------· 
------478- - - 928-

-- ... ------- --·------ ... 

---------· soo 
1,240 2. 176 
3,930 11.020 

179 1,304 
5,007 6.030 

205 1,740 
7,208 4.316 

10,292 8,203 

3,209 3,840 

104 1,660 

··-- 169 
no 

1.299 
318 3.442 

2,486 7,723 

3,329 5,339 

15,482 23.217 

IS 2,430 

9. ◄n 3,829 
608 882 

1,007 1,466 

32,990 52,057 

2.S93 2,872 

35,583 54.929 

250 1,329 

---------- -------·--
132,051 171,426 

2.m 2,785 
-9,793 -8,0◄3 

-312 ---· sn-8,043 

ll?,466 166,?45 

95,000 90,000 
37,466 76,745 

13%,466 166,745 

1982 
.. t1mate 

--··---·-
487 

1,200 
968 

1,825 
900 

1,800 

789 

350 

690 
1,034 
1.450 

1,200 

2,291 
8,034 

827 
8,615 

2.367 
4.340 
2,262 

4,039 
= 

3,559 
3,305 
1,493 
5,920 
S,955 

3,158 

20,124 

10,840 

1,350 
760 

1,710 

58,174 

3,000 

61,174 

---------
-7,000 

158,744 

____ ., ____ 
-517 

-------83 

158,ZSO 

70,000 
88,250 

JSS,ZSO 



BUREAU OF RECLAMATION-Continued 
Current authorizations-Continued 

The program consists of advance planning, design, and 
construction of authorized projects, operation and main­
tenance during construction of completed features of proj­
ects, and rehabilitation of existing facilities. Investiga­
tions and advance planning for units of the Missouri 
River Basin are included under that project. 

Work will be continued in 1962 on 27 projects and 19 
units and divisions of the Missouri River Basin project 
started in prior years and construction will be initiated on 
5 new projects with estimated costs totaling $141 million. 
Three of the five new projects are designed primarily to 

provide municipal and industrial water; two will furnish 
supplemental water for lands now inadequately supplied 
and also serve some new acreage. Six projects and 2 
units of the Missouri River Basin project will be completed 
in 1962. The program also includes rehabilitation and 
betterment work on 12 projects. During the year facili­
ties for 91,500 acres of irrigated land and 108,500 kilowatts 
of new power generating capacity will be completed. 

The following workload table summarizes the program 
goals and accomplishments. 

PROGRAM WORKLOAD SUMMARY 

{Do1lara in rni1Hon1-acre1 and kilowatts in thousands) 

Completed, June 30, 1960 (77 projects and 

E,tlmated 
total 

(Jroj~ct coil 

5 Missouri River Basin units)________ $740.8 
Completed, 1961 ( 11 projects and 2 Mis-

souri River Basin units)_____________ 189.2 
Inactive, 1962 ( 1 project and 3 Missouri 

River Basin units)__________________ 45.6 
Authorization pending (1 project)_______ 45.4 

Under construction, 1962: 
Continuing: 

Central Valley ___________________ _ 
Columbia Basin __________________ _ 
Missouri River Basin: 

Ainsworth _____________________ _ 
Almena ______________ .. _ ... _ ... 
East Bench ___________________ _ 
Farwell _______________________ _ 
Frenchman-Cambridge Division __ 
Transmission Division __________ _ 
Yellowtail__ ___________________ _ 

Weber Basin _____________________ _ 
San Angelo ______________________ _ 
Other (IO projects and 1 Missouri 

River Basin unit) ______________ _ 
Drainage and minor construction (13 

projects and 11 Missouri River 
Basin units) _____ . _____________ _ 

Total continuing (27 projects and 
19 Missouri River Basin 
units) ____________________ _ 

Completed: 
Boulder Canyon _________________ _ 
Collbran ________________________ _ 
Middle Rio Grande _______________ _ 
Missouri River Basin: 

Glendo _____________________ . __ . 
Owl Creek ____________________ _ 

Provo River. ___ . ______________ ---
Rio Grande, Elephant Butte power __ 
Solano_ ... _______ --- _______ - -- - --

Total completed (6 projects and 2 
Missouri River Basin units) ___ _ 

New project starts: 
Canadian River _______________ --- _ 
Norman _________________ . ____ - -_ -
The Dalles, western division _______ _ 
Vale, Bully Creek ________________ _ 
Wichita, Cheney division. _________ _ 

Total new project starts (5 proj-
ects) _____ . _____ - - - - - - - - - - - - - -

I, 105.2 
960.5 

26.1 
15.4 
21.7 
32.4 
77.8 

330.2 
109.3 
97.5 
29.0 

264.2 

552.9 

3,622.2 

174.4 
16.0 
33.8 

43.8 
6.0 

36.4 
16.7 
38.9 

366.0 

96.1 
19.0 
5.9 
3.3 

18.3 

142.6 

Total construction (38 projects and 
21 Missouri River Basin units)__ 4,130.8 

Rehabilitation and betterment (work 
on 12 projects)____________________ 42.0 

Grand total. Construction and re­
habilitation___________________ 5,193.8 

E,timated 
transfer, 

to/from ( -) Total e8timalt 
0th.tr projtcb of c:o,ts to this 
or JunJ.1, ntl appropriation 

-$1.0 

-0.2 

4.2 
-35.7 

-0.7 
-0.3 
-0.5 

-0.6 
-3.9 
-1.8 
-1.7 
-0.2 

-2.3 

-11.2 

-54.7 

-7.7 
-0.3 
-2.1 

-0.6 
-0.4 
-0.8 
-0.6 

-12.5 

-0.8 
-0.2 
-0.2 
-0.2 
-0.1 

-1.5 

-68.7 

-0.3 

-70.2 

$740.8 

188.2 

45.6 
45.2 

I. 109.4 
924.8 

25.4 
15.1 
21.2 
32.4 
77.2 

326.3 
107.5 
95.8 
28.8 

261.9 

541.7 

3,567.5 

166.7 
15.7 
31.7 

43.8 
5.4 

36.0 
15.9 
38.3 

353.5 

95.3 
18.8 
5.7 
3.1 

18.2 

141.1 

4,062.1 

41.7 

5,123.6 
1 Landa to receive a new fuJI •upply of irTigation water, 

74 

Pro1ram occompli,luJ tltrou1!, 1961 
Power lrrtaation 

(Hlowatt. ---Supp/,. 
installed New mental 
eapadly) acrt, l acre, 2 

705.8 

164.0 

1.5 

629.5 
1,974.0 

5.7 

16.0 

381.6 

3,006.8 

1,249.8 

72.0 

4.9 
24.3 

1,351.0 

4,357.8 

5,229. I 

2,264.1 

20.3 

52.5 

34.9 
440.3 

43.0 

4.6 

329.0 

1,108.3 

I. 960.1 

1.9 
121.4 

71.9 

195.2 

2,155.3 

4,492.2 

2,748.9 

75.9 

57.4 

818.8 

9.6 

5.6 

23.8 

857.8 

15.3 

37.6 
13.1 
46.6 

24.2 

136.8 

994.6 

3,876.8 

Power 
(~ilowatl, 

ln,ta/1,J 
capacily) 

95.0 
13.5 

108.5 

108.5 

108.5 

/962 protram 100/1 

lrri1atiot1 
---Supp/,. 

New rntnltil 
acrea 1 acre, I 

6.7 
10.4 

7.1 

6.6 

28.4 

12.4 

71.6 

.6 

.3 

0.9 

72.5 

72.5 

3.6 

10.9 

14.5 

4.5 

4.5 

19.0 

19.0 
S Additional water supply for irrigated lands now inadequately aupplied. 



BUREAU OF RECLAMATION-Continued 
Current authorizations--Continued 

CONSTRUCTION AND REHABILITATION-Continued 

Project costs to this appropriation are presented in the following table: 

PROGRAM BY ACTIVITIES 

[In thouunds of Jollan] 
Ana/g3i1 of /961 financln1 

Detluct Aid 
,eledeJ u/ected 

tCIOUTCU rc1ouree1 
ond un .. onJ Un.- Ap,,,o .. 

Co,b lo tltb appropriation 06//tal,d oh/ifateJ App,o- p,f11Uon 
Aalc1nce. 6alanu, priation rcqulrtd 

Total To Ju ne 1960 /96/ /962 dul of ,nJ •f required lo 
ulimale 30, 1959 actual utlmate olima(e year Jltar for 1962 comp/de 

I. Advance planning. ______ ________ ___ ___ ___________ .. ___ .. 3,813 2,476 123 829 380 380 5 
2. Gila project, Arizona ______________ _______ __________ __ ____ 74,586 53,942 2.873 3,811 1,697 347 110 1,460 12,153 
3. Colorado River front work and levee syotem, Arizona-Cali-

fornia _. ____ . ______ ______ __ ______ ___ _ ... _. _. _. ________ 12,600 6,133 238 I, 169 1,390 1,390 3,670 
4. Central Valley project, California __ ___ ___ ___ ___ ____ ___ _____ I. 109,424 549,020 45,663 54,354 56,419 752 -329 55,338 404.297 
5. Collbran project, Colorado ___ .. __ .. __ ___ __ . ________ . ______ 15,685 4,302 4,056 6,580 747 213 534 
6. Avondale, Dalton Gardens and Hayden Lake pipe rchabilita-

tion. Idaho_. __ .. _ .. _. __ _____ ... __ ....... __ - -- ..... -- . 1,225 25 1.200 
7. Palioades project, Burno Creek Dam and powerplant, Idaho._ 45,154 387 487 100 44,667 
8. Wichita project, Cheney division, Kansas ___________________ 18,198 l, 145 55 1,200 16,998 
9. Washoe project, Ntvada-Califomia. _ ... _________ ____ _____ . 50,S47 387 472 2,908 981 94 81 968 45,718 

10. McMillan Delta project, New Mexico __ __ _______ ___ __ ______ 1,173 62 72 228 811 
11. Middle Rio Grande project, New Mexico __ _________________ 31,729 25,849 1,877 z. 171 1,832 1 1,825 
12. Norman project, Oklahoma _______ ________________________ 18,797 872 28 900 17,897 
13. Washita Basin project, Oklahoma ______________________ ____ 37,467 10,892 .7,829 8,388 1,906 132 26 1,800 8,426 
14. Rogue River Basin project, Talent division, Oregon __________ 23,492 16,083 3,554 3,011 Bil -27 -49 789 82 
15. The Dalles project, western division, Oregon __________ __ ____ 5,680 --------- 340 10 350 5,330 
16. Vale project, Bully Creek extension, Oregon _____ ____ ___ _____ 3,089 679 II 690 2,399 
17. Klamath project, Oregon-California __ ____ _________ _________ 19,522 15,088 346 1,088 1,034 28 28 1,034 1,938 
18. Canadian River project, Texas .. •. ________ .... ___ . . __ ____ . __ 95,330 1,450 1,450 93,880 
19. Lower Rio Grande rehabilitation project, La Feria division, 

I, 193 Texas ___ _____ _____ _ . ___ __ _______ . ___ __ . __ ______ ____ __ 5,738 490 10 17 I ,200 4,038 
20. Lower Rio Grande rehabilitation project, Mercedes division, 

Texas ____ .. _____ _______________ ._. ______ .. ___ __ ______ -10.760 191 826 2.327 2,784 517 24 2,291 4,608 
21. San Angelo prc,ject, Texas . ___ _______ ____ __ .. _____________ 28,816 350 2,103 12,538 8,279 330 85 8,034 5,461 
22. Provo River project, Utah _____ . ________ . _________ . ___ ____ 35,997 33,674 168" 1,316 839 12 827 
23. Weber Basin project, Utah. ________ _______________________ 95,780 35,932 5,402 8,143 8,636 196 175 8,615 37,492 
24. Chief Joseph Dam project, Greater Wenatchee division, Wash-

ingtan ________ - _ - - - ... - .. - __ . - - . - - . - - . - - - - - . - -- . - .. -- - 7,801 187 1,400 2,700 358 25 2,367 3,489 
25. Columbia Basin project, Washington _______________________ 924,790 535,063 6,701 6,368 4,570 I ,828 1,598 4,340 370,490 
26. Drainage and minor construction program __ __ __ _______ ___ __ 912,377 871.725 9,676 10,981 2.585 547 217 2,255 17,193 
27. Rehabilitation and betterment of existing projects _____ ___ ___ 46,606 20,507 3,108 4,307 4.048 183 174 4,039 14,462 

28. Missouri River Basin: 
(a) Ainsworth unit, Nebraska ________________________ .. 25,435 377 203 t.639 3,528 127 158 3,559 19,530 
(b) Almena unit, Kansas .. __ __ ________ __ _______________ 15,121 770 3,305 3.305 ti ,046 
(c) Cedar Bluff unit, Kansas. ___ _____ ________ __________ _ 18,301 13,870 170 1,299 I ,493 I I 1,493 1,468 
(d) East Bench unit, Montana_ ____ ___ __ __ ________ ___ ___ 21,200 220 3.353 5,928 187 179 5,920 11.520 
(e) Farwell unit, Nebraoka ___ __________________________ 30,783 528 1.869 7,885 6,342 530 143 5,955 14,016 
(f) Frenchman-Cambridge division, Nebraska .. _______ . __ 77.160 60,295 3,011 5,966 3,158 545 545 3, 158 4,185 
(g) Transmission division (including Fort Peck project) ___ _ 326.294 127,514 14,759 25,705 21.369 1.582 337 20,124 136,610 
(h) Yellawtail unit , Montana-Wyoming ____ ______________ 107,491 2,886 39 1,681 10,075 790 1,555 10,840 91.255 
(i) Drainage and minor construction program_ . __ . _ .. __ . _ 341,612 253,887 11.231 6,777 1,365 54 39 1,350 68,313 
(j) Investigation, ___ . __ . ___ _ ._._ ._ ... ... ______ . __ . ____ 56,825 43,722 605 890 761 62 61 760 I0 ,786 
(k) Advance planning. ___ ____ ____ ___ . ____ . . ___ ... ______ 23 ,11 4 12,799 1.191 1,478 1,712 87 85 1,710 5,849 

Subtotal. Missouri River Basin, Bureau of Reclama-
tion ___ ___ _ . ____ __ ___ . _. ____ _ . ____ ___ ________ _ 1,043,336 515,878 33,298 57,443 59,036 3,965 3, !03 58,174 374,578 

0) Other Department of the Interior agencies _____________ I 58,508 50,043 2,531 2,934 3,000 3.000 . 
Total, Missouri River Basin ______ _____ ___ ____ _____ I, 101,844 565,921 35.829 60,377 62,036 3,965 3,103 61,174 374,578 

= - = 
29. Adjustment in cost-prior year balance of advances to chief 

engineer, Denver, Colo., and centralized project activities in 
the regional offices_. __ ___ __ _ . __ . _______ . ____ . __ .. ______ 54 1,525 -1.579 

30. Undistributed reduction in program costs reffected in unde-
livered orders _. ________ . __ ______ . _____ . . ______ ___ __ ._ - -10,000 10,000 10,000 

31. Undistributed reduction based on anticipated delays _________ -7,000 -7,000 7,000 

Total program costs_, __ . ___ . _________ .. ________ __ . ___ 4,738,020 2.747,597 131,157 184,334 162,740 19,979 15,489 158,250 1,496,703 

32. Relation of casts to obligations: = ---
5bs~ fi!'anc;<J from obligations of other years, net(-) __ ___ ____ ______ __ __ ________ -12,908 -3,996 

hgat1ono incurred for costs of other years, net. _____________________ _________ __ 894 

Total obligations .. --- --------- --- ------ -- --- --------- ----- ------ --- -- - 132,051 171,426 158,744 
I Repreaenh total cost to June 30. 1962. 
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BUREAU OF RECLAMATION-Continued 
Current authorizations-Continued 

32. Relation of costs to obligations.-The relationship is 
derived from year-end balances of selected resources and 
applicable adjustment as reflected in the following table 

Object Clauification (in thousands of dollars)-Continued 

(in thousands of dollars): 
1959 /960 196/ 1962 

octual actual utlmalt c1timale 
Selected reaourcea at end of year: lnven-

tories and itcma on order: 
Stores (goods unconsumed by projects) __ 1,081 741 602 589 
Unpaid undelivered orders ( appropria-

tion balances obligated for goods and 
services on order not yet received) ___ 20,803 26,168 13,531 !0,000 

Service facilities (acquisition value of 
facilities less depreciation charged to 
project cost) ______________________ 9,419 5,029 4,857 4,380 

Deferred charges (investigations of 
abandoned or unprogramcd works, 
operation and maintenance during 
construction, and investments) ______ 424 372 412 437 

Total selected resources at end of 
year.._______________________ 31,728 32,310 19,402 15,406 

Selected resources at start of year(-) ____________ -31,728 -32,310 -19,402 
Adjustment due to recovery of prior year obligations_ 312 ______ _ 

Costs financed from obligations of other years, 
net(-) ____________________________________________ -12,908 -3,996 

Obligations incurred for cbsts ofother years, net_____ 894 ______ _ 

Object Classification (in thousands of dollars) 

BUREAU OF RECLAMATION 

11 Personnel comp~~tion: 
Permanent positions __________________ _ 
Positions other than permanent. _______ _ 
Other personnel compensation _________ _ 

Total personnel compensation _______ _ 
12 Personnel benefits ______________________ _ 
21 Travel and transportation of persons _____ _ 
22 Transportation of things ________________ _ 
23 Rent, communications, and utilities ______ _ 
24 Printing and reproduction _______________ _ 
25 Other services _________________________ _ 

Services of other agencies _____________ _ 
26 Supplies and materials ____ ·------- ______ _ 
31 Equipment__ __________________________ _ 
32 Lands and structures ___________________ _ 
33 Investments and loans __________________ _ 
41 Grants, subsidies, and contributions ______ _ 
42 Insurance claims and indemnities ________ _ 
44 Refunds _________________________ - ____ _ 

Subtotal. ___________________________ _ 
Deduct quarters and subsi!tence charges ______ _ 

Total, Bureau of Reclamation _________ _ 

ALLOCATION ACCOUNTS 

11 Personnel compensation: 
Permanent positions __________________ _ 
Positions other than permanent ________ _ 
Other personnel compensation _________ _ 

Total personnel compensation _______ _ 
12 Personnel benefits ______________________ _ 
21 Travel and transportation of persons _____ _ 
22 Transportation of things ________________ _ 
23 Rent, communications, and utilities ______ _ 
24 Printing and reproduction _______________ _ 
25 Other services ____________________ - ____ _ 

Scrvic~ of "R~v?I.~ng fund, Corps of 

1960 
actual 

20,798 
345 
769 

21,913 
1.468 

944 
314 
489 
158 

1.548 
333 

1.554 
1.345 

98,988 
95 
14 

157 
16 

129,355 
180 

129,155 

606 
38 
8 

652 
42 
76 
6 
9 
7 

1,786 

Engmeers-Cml __________________ _ 
26 Supplies and materials _____________ - ___ - - 21 
31 Equipment_____________________________ 4 
32 Lands and structures____________________ 293 

1961 1962 
estimate estimate 

23,416 
285 
774 

24,475 
2,003 
1,042 

344 
549 
208 

5,090 
312 

2,208 
1.515 

130,651 
78 
13 
40 
12 

168,540 
174 

168,366 

703 
40 
6 

749 
53 
86 
4 

13 
II 

1,958 

3 
36 
5 

142 

22,656 
272 
552 

23,480 
1,944 
1,039 

313 
512 
170 

7,485 
329 

2,245 
1,320 

116,322 
74 
10 
20 
12 

155,275 
195 

155,080 

793 
43 
3 

839 
58 
88 
5 

10 
II 

2,040 

16 
44 
6 

547 

Total allocation accounts______________ 2,896 3,060 3,664 

Total obligations _____________________ -
1 

132,05 I I 171,426 158,744 

1960 1961 
actual estimate 

Obligations are distributed as follows: 
Bureau of Reclamation ____________________ 129,155 168,366 
Bureau of Sport Fisheries and Wildlife ______ 225 260 
Geological Survey _________________________ 1,639 1,798 
Bureau of Indian Affairs ___________________ 173 193 
Bureau of Land Management ______________ 201 228 
Bureau of Mines __________________________ 122 133 
National Park Service _____________________ 233 260 
Corps of Engineers-Civil.. ________________ 303 188 

Personnel Summary 

BUREAU OF RECLAMATION 

Total number of permanent positions __________ 4,071 4,141 
Full-time equivalent of other positions _________ 81 74 
Average number of all employees _____________ 3,419 3,660 
Number of employees at end of year __________ 3,591 3,707 
Average GS grade ___________________________ 7.5 7.5 
Average GS salary __________________________ $6,223 $6,667 
Average salary of ungraded positions __________ $5,500 $5,705 

ALLOCATION ACCOUNTS 

Total number of permanent positions __________ 120 121 
Full-time equivalent of other positions _________ 6 6 
Average number of all employees _____________ 105 109 
Number of employees at end of year __________ 111 115 
Average GS grade, __________________________ 7.6 7.6 
Average GS salary __________________________ $6,059 $6,562 
Average salary of ungraded positions __________ $5,194 $5,317 

76 

1962 
estimate 

155,080 
280 

1.880 
196 
250 
140 
254 
664 

3,948 
66 

3,570 
3,684 

7.5 
$6,708 
$5,788 

137 
7 

125 
131 
7.6 

$6,594 
$5,342 



Appendix o, Exl,il,it 1 - UNIFORM WORK AND COST CLASSIFICATIONS 

PROPERTY CLASSES AND COST ACCOUNTS 

Ca3T ACCOUNT 

Title 

30 Land and Rights 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 
31 Relocations of Existing Property 31 31 31 31 31 31 31 31 31 31 31 31 31 31 31 
32 Clearing Lands 32 32 32 32 32 32 32 32 32 32 32 32 32 32 32 
33 Structures and Improvements 33 33 33 33 33 33 33 33 33 33 33 33 33 33 33 
34 Reservoirs 34 34 
35 Dams 35 35 
36 Waterways 36 36 36 36 36 36 36 36 36 
37 Canal or Lateral Structures 37 37 37 

....:i 38 Canal or Lateral Protective Works 38 38 38 

....:i 
39 Drainage Structures 39 39 
40 Pumps and Prime Movers 40 40 40 
41 Waterwheels, Turbines, and Generators 41 
42 Boller Plant Equipment 42 
43 Engines and Engine-driven Generators 43 
44 Turbo-generator Units 44 
45 Fuel Holders, Producers, and Accessories 45 
46 Internal Combustion Engines 46 
47 Generators 47 
48 Accessory Electric Equipment 48 48 48 48 48 
49 Miscellaneous Equipment 49 49 49 49 49 49 49 49 49 49 49 49 49 
5g Roads, Railroads, and Bridges 50 50 50 bO :>U 50 50 50 50 50 50 50 50 50 50 
51 Station Equipment, Electric 51 51 
52 Towers and Fixtures 52 52 
53 Poles and Fixtures 53 53 
54 Overhead Conductors and Devices 54 54 
55 Underground Conduit 55 55 
56 Underground Conductors and Devices 56 56 
57 Storage Battery Equipment 57 
58 Line Transformers 58 
59 Services 59 
60 Meters 60 
61 Installations on Customers' Premises 61 
62 Leased Property on Customers' Premises 62 
63 Street Lighting and Signal Systems 63 
72 O!flce Furniture and Equi.pment 72 
73 Transportation Equipment 73 73 
74 Stores Equipment 74 
75 Shop Equipment 75 
76 Laboratory Equipment 76 
77 Tools and Work Equipment 77 77 
78 Communication Equipment 78 80 Other Tan ible Plant 80 
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Appendix O, Exhibit 2 

OFFICIAL ESTIMATE FORM 

,.,. ,,,_, 
Pn,j,ct·------ llIG RIVER --------------1>~11 

OFFICIAL e,,,,ru11ofR•el ... tlo11 ___ PINEVILLE, UTAH ____________ ISl111ll£ 

E. F. Brown John Jone& Date of Estifu.te:_ J~ 1, 19CY ---------------· 
p,,.., .. °!' ' --!!'!2'.-_JE'!&!t __ ..... , .. .,,, - (Constr. En_&) ____ _,_J_ .,J~--

Utror and Mater ials n~• f&tlons, 
Nterlals ood labor by tnginHAl'lg Previous 

Coat OCSCRIPTIOIII Q..iantlty Unit fotaf by co~ Supplies Go~rffl\!ftt Service and Other Official 
Claulflea\lOA Co,t htlmate tractor by l.ovt , Forces Faiiil itie$ Co!ots hti•t• 

Ill .. , I> l<I IOI 161 111 181 191 1101 1111 

01.11 . sMf·1·tt IlAM AND RESF.RVOlR 9 300 000 5 894 000 1 980 032 250 968 180 000 995 000 9 000 000 
.30 Land 7 218 Ac. 123 000 110 000 . - 1 000 12 000 150 000 
• 31 Countv Road Relocation - 18' Cone . 2. 7 Mi. 441 000 383 000 10 ooc . 8 000 40 000 350 000 
.3ll Reservoir Clearlna 10 000 Ac. 262 500 235 ooc . - 500 27 000 200 000 

Less: Credit Crom sale of timber -50 000 -50 00 -50 000 
.33 Gal>in<' and Recordinl' Eouinment 12 200 - 7 00 3 500 500 l 200 12 200 
.34 Groutini, and Sealln<' Reservoir 124 000 73 00 16 00 22 000 2 000 ll 000 124 000 
.35 uam. GravitvConc. · 220 1x2096 1• 750 000 A.F.· 

~ - ot'xll' slide <'ate outlet ■• 4 • 20 1x-t0 1 taintor crest 
11atea· anillwav bridae 7 460 000 4 651 000 l 720 03 152 968 130 400 805 600 7 573 500 

.36 Channel Rectification and Rinran 894 000 430 000 260 001 72 000 37 000 95 000 894 000 

.49 Misc. Enulo. - derrick bar"e and natrol tua 18 400 - 16 001 500 100 l 800 18 400 

.50 Dam and Rea. accesa road 18" mac. 0. 56 Mi. 14 900 12 100 l 00 - 500 l 400 14 900 

0.1.01 ""IN.t,;V .. J..R DAM 1 625 000 l 341 ooc 72 001 6~ ooo 31 000 116 000 l 1100 000 
:12'-"-~n• ....... _,.,. ................... -n .... ~ .. ,_ .... 1 ........... , __ 
__ ,_ ··--·· 2 - I ~ 1Ytn• _ .... ~. ·-·-· ··••a __ ... , •• ..., .. , 

~o .... 71\n~ 70 Mn 70 nnn - - - - 70 nnr 
~~ 1nt·~ •--""--'111 ....... ,..-.,.-... ,. --..1 ------ •• nnn 16 000 3 nnr t nnn 2 nnn 0 ·~ , __ .... 1 .--,--,.-,.,,. 1.2~4 ~0( 67 ODC 61 nnn 24 nnn 110 ODO 1 ~An 000 
~I) "!- ... -..:._, ................ __ ... - --- ... ~-- -'--:---- ~ ...... 11, enn onr 2 DOC -4 000 6 000 4 000 50 000 

'T'tvrAt rnwc.:TA r~Ttnu rosT 140 1A2 nnn 0 • 9114 000 112 'Ji~ ffP.J um MR "••,UUU 5,~10,uuu 511 '"'"•""' 

151 TR-ANSJTIONAL DEVELOPMENT (Detail as dlrectedJ 75 000 - - - 3 ono 7? nm 0 

TUrAt PROJECT rn.-.-r ~0~!i?M0 29 094 000 12 u3 032 990 968 847 DOD 5 382 000 -~-
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Appendix O, Exhibit 3, Part A 
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f;l"-;j"~,-,-hl>4a.Jli<mlltllL------p...<:.::_-j-?'f'.:._-+--....p=qmcrpp':fil•11'i.ol:loifoob:p1:ll':f"!i'l'l°':l'"b:p''i'i'i"l'.!'£°"fu,j:,:ctt±J':;r:i:cl'o1l'°j=cril.;;;1rJ•i°'1lo\mm''b•ffl""'l-.!'Ul'4---i:f 

/ 

/ / 
/ ll '\... ./ / l3 UH lett•rln1 aa follow•, 

11howin1 dtvl•ion or unit 
,.. ~,-z UNHfO IUUI tlAlt. lUT ..-her• applJcabl•: 

o:::~:E':°,~t~t.=:~:i:- ~~ PROVO RIV~R PROJECT 

CONTROL SCHEDULE: ----- til!S$0Uftlfl1VlflNillHl"Jt0JtCT 
BK: J7VER PRO.Ji.CT~ GL.ENOO UNIT 

~ 



Appendix O, Exhibit 3, Part B 

SUPPORTING SCHWULE FORM 

2 QUANTITY TOTAL CURRENT FISCAL YEAR 19c, BUDGET FISCAL YEAR 19BY FUTURE FISCAL YEARS BA\~NCE ~ SPEC. NO. 
Total lrrigable acreage whkh PROGRAM ITEM 4Nn "NIT ESTIMATED AS OF QUARTERS OUARTERS 19BY-tl 19 BY+2 19BY+3 19BY♦4 19B¥+5 
can be adequately lrrlgated RESPON. OFF. DATE OF AWARD TOTAL JUNE 30, TOTAL TOTAL OMPLETE !i/ through facU\tles c?nstructe!! 'z f9PY I z 3 • I z 3 • ,, • • • ,.,, ... M ,,. ....... , .. ,1, .. 1.,1,~1•~1,1,1,.1,,,., •• -,,. .... ,,.M ... 

by the Bureau. :::; I , 
' 

. • • • • '" II " I 14 ,. ,. 
" 18 ,. zo ZI :::; 

I - ~12Q 000Ac 
..... 50 000 I 

' 
,._ . . --"'··" 

2 -" ·--··- -"""'·•"-'" ·-····· --- "'on 2 

Total Irrigable acreage to ' - I 00 00Q Kw 
50 000 50 000 

' receive a partial water supply . 
~~~~fe':iot~chi1:cJ~~~~-con• -

~Vi 
01. 01 - 750. 000 AF 2 026 7'17 "" , .. StoraO'e In tiated • ._,., - .... 9 300 000 4 130 fi5 2 450 000 

rr1me _ ... on r ac 
nr.•••• 

-~· 
4 011:6 000 ... ,,. 2 m >M 946 54l 450 623 • 

Furnish Ct'ment 1. 100, 000 Bbl& 
,.. nM 1 609 ' , .. - r. _,.,.,, .. _,17 2-20-PV I 148 000 ?20 969 604 422 

Reservoir capac1ty sno,rn Highw.y !res~e~ ----- 2-40' Span• • should be exclusive of r. ... ·'" - 4- aPV 361 000 63 422 257 5711 ,n non 
superstorage, Spillway Stilling B ■.sln----- ,,,.,.-- St.Field 

_ .. 
.... • • 245 000 D■u 60 000 UIS 000 ·~- ~ -r~ _rv Issu '~ "'·· 10 

rv II Reservoir Clearln~;/'ir.t Schedule _/ 5,900 Ac II ·•-_,,, ~4-~-PV 1:35. tl00 26 543 62 000 411 457 

Indicate in thta column spect - " 
Reservoir Clearine--Second Schedul• / _...<: 4,100 Ac 

100 000 
.. ... ,... 

" , no non 
!icatton n!W!ber when known and 

./ ,,,.,.-- 2,500 MBM 
the oftlce having primary re- " ... -so 000 • SO 000 " sponslblllty for nagged actlons. 

"....-
Reloc•tlon of County Road / / 2, 7 Mi Utah Stale N got iations } "'I' . .... ,. ... ,., ... onn ~39 000 

I
/" 

Derrlck Barie and Patrol Tut// ... 18 D00 " i~~- ~ I' ~. ,. 
" ././ ,. 
17 Comoleted Contract.// 17 

The costs of each feature are 
210 032 210 032 

on a net basts wlth all credlts II // ,, 
and revenues a.rising directly 

I " Minor Con1rafta / 111,000 I' . 0 , .. .,., oir 2nd ~h du'• " from construction actlvltles 340,000 85, 742 Tn nnn 
being credited directly to that 

_/ ./ 20 feature wlth a <:ontra entry on 20 
llne "Transfers, Credit.,, and 

t I /Noncontraft Cost s Other Expendltl.ares" to a rrl -1e 1,05,988 194,435 •368. 275 448 000 21 
at the necessary appropriation. 

22 ./ 

~ 
" 

23 ;~~l~me Dtverslon Dam 32' 1: 4501 I 625 000 5 760 25 ood 220 000 1 '>left 000 "' ,. .. H\'.tial. 

" 
24 V L•nd and Land ki#hb ... 70 000 IO. non fiO onn 

A! ~ u, , . 
Show quantity and r ~ Prime c ontract ~- - ,. ,.,, .,., 

1 040 000 70 000 .. l 222 000 112 ooo 
un11 of me1uurern.ent 

" 
l.sSlL .. wd where 1ppllc1ble. AC&CE .. 

27 Radla voiles ana Tiol:sta 
R•I 32, 00C. 6,000 Is ue '/!'w 26 ••• 

" 
" 

Gate Tender s Resldence and Ga r■ 1e 
IA onn " Ro• 19 000 

I 
. 

~-~~:t~f':!f.~in~~nt~~;.:•r ~~ / " 
,. 

month and year of award.9 proposed ,o ·6·--- ,. A-·-- ~ ·- 70 000 10,000 ,0 

in future year■ may be abo'lm if de-

" 212,000 5,760 15, 000 aired. Alao •how q\l&ntity and uait Noncontuct Costa 32,000 " of meaaurem•nt where 100Uc1ble, 
Not11: ,.,.n -n c1-u1 

1,/IIIT( D tTATII 
Dll',_., .. (llf o, Ho( 110T (•10• 

lll•l'-1,1 o, llltLA .. AflON 

Rtcomm1ndtd : C, 7' ,8 <'. Dec. 16 I9CY 
SUPPORTING SCHEDULE !Ptot t llfl tn1,nu,) 01tt 

Rtc.ommendtd: '11,t:;';,1!, o(f,,.«;" .. •I D~Y 
0th 

Approud : ~-- e. t.t-. ' Dec. 011~• I 9C'I BIG RIVER PROJECT -( 111t11MI Ol~Uflr) 
PinevJJle, Utah Sept ... 1

1
~, 19CY ~ ., .... 

Roiud: Dec~a:ibcc 18 J9CY Sh1t..l..•fLS~t1h Activity !:;on~trys;:112:D 
Ooh 



"Total Federal Obligations" and 
"Cash Advances--Non-Federal" 
will agree with "Total Obliga-
tions" on Form PF-2 or PF-40. \ 

I 
Difference between these entries 

/ 
will be explained in a footnote. 

Appendix 0, Exhibit 4, Part A 

PROJECT DA'T'A SHEET 

PF-65 PROJECT DATA SH EET (7-58) 
BUREAU OF RECLAMATION 

LOCATION Big Riller: Basin--Noctb centcal Utah jn Bea:ve:c and Emox:~ CmmUes The project w:orks extend scntb 
!ram Smith Dam to lands jnclndiog the Town of EineYille. 

AUTHORIZATION Act of December 12, 1952 1
8 c RATIO I 5 Date Jan l 19CY 

By .,sec1retary Approved by Commissioner 
LAND CERTIFICATION 4 18 PY DEFINITE PLAN REPORT 4730/PY 

I'- SUMMARIZED FINANCIAL DATA 

~ ~Total Federal Obligat ions H9 ;m 5!H A pprapriotions lo June 30, I 9 PY $ 7 999 106 ~ 

"'-.
:Net Property and Other Transfers 9 000 000...-

J 

/ 

-66 581 Appropriation, for F. Y. 19CY 
Cash Advances - -Non-Federal l!lQ, QQQ Appropriations to Dote 16 999 106+. 

Appropriations Required for F. Y. 19BY 13 1:rn nnn.-...1.. 

_,;rTotol Project Cost He 151 Q00 Bo lance to Complete ofter F. Y. I 9BY $19 228 478-+' " '\. 
/ /\ L LOCATIONS REPAYMENT AMOUNTS PER ACRE 

Irrigation $Ill, f.00,QQQ Amount Repaid by lrrigators $17 600 000 lrrig. Invest. per Acre $ ~ Payment Copocity 
Power 30, 7':,7 ,000 Amount Repoid by Power 31,6~7,000 Repayment of Invest- ---- per Acre $.l..ll., 
M. 8 I. Water Amount Repoid by M. 8 I. Water ment per Acre, --- Annual Charges: ---
flood 6 Nov. 1,300,000 By lrrigotors $_ill__ 0.6M. $__.__filL 
Recreation 500,000 By Power Revenues __ 7 __ Construction -1...,M_ 

Non-Reimbursable 1 SQQ QQQ By M 6 I Woter Users ___ --
l.--->Totol $lil,Qli7,000ll Total $51,057,000 

~ Tolol ~ 

STATUS OF REPAYMENT CONTRACT: Contract executed with Metro11olis Water Users for lt:,000,000 for 11awent of con-
struction costs of the Gravity Division. Negotiations in erocess for the execution of a reeayment contract in the 
§!econd guarter cf 18BY covering construction costs of the Pume Division system. 

PRINCIPAL FEATURES 
Size or Cop. ¾Complete Size o, Cop. °loComplete 

6•30-CY &-30-cy 
Smitb Dam am~ B.eaery2ir 750 QQQ A E: 14 :ei11: Biyer ;fQwerglant & S~iti::b 
EineY:ille DiYersiQn Dam 32 K 15Q E:t, vard lQQ,QQ0 KW ~2 
Guyit::t Main CMal·, 2, ooo i;;f~ lli,5 Mi, " 'Bill: River-MetrQ112li~ 161-ky 
Qravity Division Laterals 70,000 Acres 8 Trans. Line 90 Mi. 9 
Pineville Pumeing Plant, 800 ch 8,000 HP 2 Big River-Pineville Pumeing 
High Lift Canal, 800 cf,!! 14.6 Mi. 2 Plant 34. 5-kv Trans. Line 10.9 Mi, 1 
Pum11 Division Laterals 50,000 Acres l General Proeerty - -
Drainaae S·,stem 120,000 Acre, 3 Bear Creek Recreational De-

In 0.,it L"'-rm 1 F'arm - ve 1 """' D ... - -
Acreage Fu II Supply 12Q,000 Supplemental Supply -- • Total Acres 120 !l!l!l Power kw 100,000 

Region Dote 1 Project and Stole 
!l li.u11:ust 1, l~C:li:'. l;lig River, J,lt!!b 

1/Ex_cludes $4W,OOO for storage assigned to Little River Project, Utah, and in~ludes $2,000,000 in power alloca­
tion for interest during constructton. 

This entry will show 
.,..v allocation of new 

funds only. 

' r\ Total of these entries must 
ariee with "Total Federal 
0 ligations." 
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Appendix O, Exhibit 4, Part B - NARRATIVE JUSTIFICATION 

Appropriation Title: Construction and Rehabilitation 

BIG RIVER PROJECT; UT AH 

Justification: This is a multipurpose project which wiU provide a full water supply for the irrigation of 
120,000 acres of semiarid land in the central section of the State of utah, and a power supply of 100,000 
kilowatts, along with flood control and recreation benefits. 

Work Proposed, F. Y. 19BY: 

Smith Dam and Reservoir, $2,960,000. The program provides for the substantial completion of Smith 
Dam and Reservoir and the initiation of storage by the end of the fiscal year. Placing of concrete in the 
main structure of the dam will be about 95 percent complete and work will be well under way on the over­
flow spillway in the left abutment. Relocation of the county road, clearing of the first section of the res­
ervoir, and construction of the spillway stilling basin will be completed. A contract will be awarded and 
work completed on the second schedule of the reservoir clearing. 

Pineville Diversion Dam, $220,000. The program provides for the acquisition of rights-of-way, collec­
tion of detailed design data, preparation of final designs and start of construction on the dam. In addition 
supply contracts will be awarded late in the fiscal year for the purchase of radial gates and hoists. 

Gravity Main Canal, $450,000. Acquisition of rights-of-way will continue and contracts will be awarded 
for construction of the earthwork and structures in the second quarter. 

Division Laterals. $800. 000. Award of ,contract for construction of Unit No. 1 will be made early 
m t e 1sc year an rut m the last quarter of the fiscal year. 

High Lift Canal, $10,000, Collection of design data will be continued looking toward award of construc­
tion contracts in fiscal year 19BY+2. 

Pump Division Laterals. $50,000. Collection of design data will continue during the year with construc­
tion scheduled for l9BY+3. 

Dra~e s7cstem, $15,000. Collection of design data will continue during the year with construction 
sched ed or 19BY+3. 

Big River Power plant, $7, 100,000. Work will continue under the prime contract awarded in fiscal year 
19PY-1, with initial power generation from the first and second units at the end of fiscal year 19BY+l. 



The detail of these col­
umns shall be identical 
to the detail shown on 
Form PF-2, Control 
Schedqle, up to and in­
cluding the line-entry 
"Total obligations." 

These amounts shown in 
Columns 4 and 5 shall be 
in agreement with similar 
line-entries for the re­
spective years on the Pro­
gram and Financing sched­
ule, less contributions if 
any. ' 

PO"M H'•40 
fAU-.,9Tlel,I) 
at.II.EAU 0, lt«CLAMATIOH 

SCHEDULE OF CONSTRUCTION PROGRAM 

August 1, 19CY 
The detail of this column 
sha,11 be identical to the 
algebraic sum of Columns 

SCHEDULE OF CONSTRUCTION PROGRAM FISCAL YEARS 19CY ANO 19BY 9 to 14, inclusive, on Form V PF-2, Control Schedule, 

Program Item 

Construction Program 

Smith Dam and Reservoir 
PineVille Diversion Dam 
Gravity Main Canal, 2,000 cfs . 
Gravity Division Laterals 
Pineville Pumping Plant . 
High Lift Canal, 800 cfs , 
Pump Division Laterals 
Drainage System . 
Development Farm 
Big River Powerplant . 
Big River Switchyard . . . . 
Big River-Metropolis 161-kv Transmission 

Line. . . . . . . . . 
Big River-Pineville Pumping Plant 34. 5-kv 

Transmission Line • . . • 
General Property . . . . . . . . . 
Bear Creek Recreation Development 

Total Construction Cost . 

Other Project Costs. 

Total Project Cost 

Adjustments 

~Total Cost to Appropriation 

I other Expenditures and Credits . . 

Total Expenditures . . 

Undelivered Orders . . . :----
r-----Total Obligations 

Method of Financing: 
Appropriation. F. Y. 19CY. 
Advances--Non-Federal . . . . 
Application of Prior Year ·Funds .. 
Balance available in subsequent year 
Appropriations required . . . . . . 

BIG RIVER PROJECT, UT AH 

~ ,} t 
Totol Pro9rom 

Estimated to 
Current June 30 

Total Year 
I9PY I9CY 

2 3 4 

$ 9,300,000 $2,026,777 $3,630,475 
1,625,000 5,760 25,000 
2,450,000 33,849 105,000 
3,015,000 66,907 165,000 

860,000 12,014 2,400 
1,225,000 

••••••••• 
22.100 

2,265,000 27,500 ......... 
90,000 

••••••••• 
3,000 

40,000 
••••••••• 

......... 
22,200,000 3,005,016 4,600,000 
1,310,000 

••••••••• 
17,500 

4,500,000 109,121 300,000 

335,000 
••••••••• 

3,000 
122,000 

••••••••• 
......... 

45,000 ......... ......... 

49,382,000 5,286,914 8,873,475 

75,000 
••••••••• 

........ 

49,457,000 5,286,944 8,873,475 

-93,416 -108,416 -10,000 

49,363,584 5,178,528 8,863,475 

160,000 903,lUJ -70,000 

49,523,584 6,081,631 8,793,475 

•••••••••• 
469,916 480 084 

49,523,584 6,551,547 9,273,559 

t t t 
•••••••••• ••••••••• 

$9,000,000 

•••••••••• .......... ......... 

•••••••••• ••••••••• 
1,447,559 

•••••••••• ••••••••• 
-1,174,000 

•••••••••• ••••••••• ••••••••• 

t 
Program 
Budget 

Year 
19BY 

' 

$ 2,960,000 
220,000 
450,000 
800,000 

.......... 
10,000 
50,000 
15,000 

•••••••••• 7,100,000 
300,000 

1,850,000 

100,000 
60,000 . .. . ...... 

13,915,000 

5 000 

13,920,000 

-110,000 

13,810,000 

-40,000 

l3,770,000 

700,000 

14,470,000 

t 
•••••••••• $ 160,000 
1,174,000 

.......... 
13;136,000 

/ 

up to and including the 
line-entry "Total 'obliga­
tions." ~-

$ 

Bolonct 

to 
Compltll 

• 

682,748 
1,374,240 
1,861,151 
1,983,093 

845,586 
1,192,900 
2,187,500 

72,000 
40,000 

7,494,984 
992,500 

2,240,879 

232,000 
62,000 
45,000 

21,306,581 

70,000 

21,376,581 

135,000 

21,511, !;81 

-633 103 

20,878,478 

-1,650,000 

19,228,478 

t 
.......... 

•••••••••• .......... 

$i9: 22a: ooo"' 

These totals shall be in 
agreement with the respec-
ttve columns on Form PF-2, 
Control Schedule, Column 6 
being the algebraic sum of 
Columns 9 to 14, inclusive. 
Columns 2, 3, 4, 5, Md 6 
shall be in agreement with 
the line-entries "Estimated 
Total Obligations," "Total 
Obligations to June 30, 19PY," 
"Total Obligations 19CY, 11 

"~otal Obligations 19BY, 11 

and II Balance to Complete, 11 

respectively, on the sw:n-
marized Financial Data on 
the project data sheets. 

These amounts shall be 

i---v rounded off to the nearest 
thousand dollars. 
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COST ACCOUNTING FOR 

OF BUDGETED 

CONTROL SCHEDULE 

CLASS IIUOGU 
• PftOGIU,M m :M a 

ACCT, OTHEft DATA 

01.02 FOSS DAM 

ANO ft[S[ftVIOR 

os.02 SOUTK CANAi, 

WORK 

COST AUTHORITY 

FOSS DAM & IJt[S[RVOllt 

C . A . NO. 01.0! 

START __ COMPUTIDN--

DESCJIIIPTION OF WORK 

ANO $COP£ Of COST ACCOUNT! 

DATA. I DE"'IFY Sf P,UU,TELY 

COST ACCOUNT 30 - UN D 

AND IUGHTS. 

COST AUTHORITY 

SOUTH CANAL 

C.A. NO. OS.02 

STAIIIT-- COMPLETION­

DESCRIPTION OF WORK 

& SCOPE OF COST ACCO UN Tl NG 

OAT.I.. IDENTIFY SEPARATELY 

30 LANO ANO ltlGHTS 

3 I IU LOCATIONS Of PROP. 

:U CLEARING LANDS 

Appendix O, Exhibit 5 - COST SYSTEM 

THE PER FOR MANCE 

OATt OF 1.HTRY 

AH[RENCE (JV Oft A[) 

Of.SCRIPTION OF TRANSACTION 

CONTRACTORS f.ARNINGS 

MAT[RIALS AND SUPPU[S 

LA801t 

SERVICE FACILITIES 

OTH[R COSTS 

CATIE OF [NTRY 

REFERENCE (J\I OR All 

CONTRACTORS [ARNINGS 

MATERIALS AND SUPPLIU 

LABOR 

SERVICE FACIUTIES 

OTHER COSTS 

SUMMARY Pll[PARl[D FOR [ACH 

CONTROLLING GEN(.RAL LEOGElt ACCT. 

COMPLETION REPORT OETAIL 

FOSS 0.&M I ftfS. C.&.N0.01.02 

COST ACCOUNTS 

{

UNITS OF PROPEKTY 

ltEUTCD PLANT IN SERVIC( 

ACCOUNTS , 

CONTRACT PAY ITEMS 

OOLUR COST 

QUANTITIES 

UNIT COST 

FORCE "-CCOU NT U90A 

GO\l[RNM[NT FURNISHED 

MAT[RIAlS 

OISTRI BUTI\I[ COSTS 

COMPLETION REPORT DETAIL 

SOUTH CANAL C.A. N~. OS.02 

COST ACCOUNTS 

{

UNITS OF PROP[ltlY 

RELATED Pt.ANT IN SERVICE 

ACCOUNT! 

CONTRACT PAYMENTS 

DOLLAR COST 

QUANTITIES 

UNIT COST 

FORCE ACCOUNT LA&OR 

liO'IERNMENT FURNISHED 

MATERIALS 

OISTR! 8UTl\1£ COSTS 

PLANT LEDGER 

cosT· AUTHOll:ITY RU[R£NC£ 

DESCRIPTION O f CAPITAl 

OUTLAY 

PLANT IN S[R\IIC[ ACClS. 

COST AUTHORITY 

REFEA[NC[ 

DESCRIPTION OF CAPITAL 

OUTLAY 

PLANT IN SERVICE ACCTS. 

C) 
0 
en 
~ 

en 
i-< 
Cl) 

~ 
~ 

$U8SIOIARf UDGER. SUMM6RY 

••rn••rn IS'n ■ ll'ACH CONTfllOLLI ... 

► 

(1) 
:::, 
p.. 

~-

0 

~ 
I-'• 
O" 
..... 

c+ 
Vl 



Appendix 0, Exhibit 6 

COOT ACCOUNT REPORT 

COST AUTKORITY SUMMARY 
SM(£T "'°•-=--- OF _1_ 

PwOJEC T OR UHIT 11! 1ver T E t«lN It kOtkl; June 30, 1954 
TCTA.l COSTS DEHJL COSlS - CUMUUTIV( 

COST AUTHO,:IITY 
.ADJUSTMENTS TOHL CONSTRUCT I OH MATERIALS SERVICE OTHER 

"' OESCA.H'TION fH/ S FISCAL'l'EAA: 

'" LABOR FACILITIES COSTS SUS-ACCOUNT HO. MON TN TO OAT£ "' TO DATE CONTRACTS 
SUPPLIES TRANSFERS 

' 
, 

' . ' • ' • • 10 II 

01. 01 Smith Dam and Reservoir 

.30 Land and Ril!hts $ 856 72 $ 12 567 94 $ 1101 13?.7 1541$ 80 048 76 I$ 21 278 78 

00 All Oth,.r AC nor '71 . '" a,u d.t ,; <>AA ln7!i :17 •l>R'7 In An l4'71S 370 376 43 $ 44 649 15 1241 100 12 

Subtotal ~45 946 ... sa,;a 51~ ~5 snd.'i ld.O? 171 d.~67 looo ,.,. 370 376 43 44 649 15 11262 378 90 

05 01 Gravilv Main Canal 

. 30 Land and Ril!hts 974 68 7 395 40 ,;,; IR?n l?d. 43 939 99 11 680 25 

.oo All Other 805 571 28 2281 839 77 A "C<> l~?d. l'ill 3648 208 107 330 101 33 56 789 20 1l021 225 96 

Subtotal 306 545 96 2~89 235 17 d. 1111 lad.~ I Rn 3692 148 06 330 101 33 56 789 M 1032 906 21 

05 . 02 South Canal 

,30 Land and Riehts 747 82 Rl!l7R ISR 7 326 58 1 652 00 
Relocations of Existing Property-

31 Farm Bids. in SouthArea(Force Ac ~t. I 128 42 1 437 62 ,., 1~'71 '"" 110 32 ·~ 6 !155 8?. ?, lil31 116 2 474 32 
Clearing Lands - South Area 

32 /Force Account\ 1 240 36 8 540 26 74 l?n 6 il21 118 fl?? 123 l 'R?.2 'R<; 

.00 All Other 53 073 68 1 41 57,; 41 1292 499 74 948 567 11 83 918 58 10 1753 141 tz49 260 64 

Subtotal 5~ '?0? 10 1 4,; !nn, ,?1 ,,.,.,., 1390 l?.0 loS.'< Ion<> J.,a Rd il0.'1 l1n ,~ """ "°'" 1d. t)nR IAn ~ .... lnm1 IRI 

11 01 Bi" River Power"lant 

30 Land and Rillhts 11?Q 17? 11 ?.R 172 15 001 96 11 908 55 3 093 41 

.oo All Other 652 289 71 3 569 719 10 51235 1593 73 2511 721 09 IR'JA IR7• l:i~ ~4 D.!il 1!11 Ul10 1747 34 

Subtotal 1652 418 43 3 569 84? 82 51250 1595 69 2523 1629 64 678 873 39 34 1251 191 11013 840 75 
13.01 

!Big River - Metropolis 
169-kv Trans. Line 1202 618 25 1 025 310 49 11025 310 49 ll14 026 90 1 751 36 6 1752 75 1202 779 48 

13.02 Bil! River Switchvard 94 628 52 847 324 60 1480 625 80 1153 616 06 2 436 72 13 641 ~o 310 931 42 
13,03 Pineville Substation 33 788 60 889 628 72 1050 320 06 1128 740 37 642 853 60 5 642 87 273 083 22 

Total, Account 108, 1689 148 29 12 725 864 36 20986 589 75 13 ~36 1052 95 3 110 495 93 13 ~77 1)0 lt75 1134 28 4 350 929 59 



Columns 4 and 5 show the net change for the 
periods: (Month and Flscal. Year to da.te) and 
amounts in column 4 must reflect the physical 
progress and all transactions applicable to the 
e&lMda.r month . Cost adJftinent nol applicable 
~l~~ month w be reflected only 1n 

Appendix 0, Exhibit 7 

PROJECT PROGRESS REPORT 

ColDmns 1. 2. s. and g I 
!rom Conlrol Schedule 
PP-2, I Column 8--divlde column I 

5 by column 3 to nearest 
whole percent, I Column 13-dlvide columnl 

10 by column 12 to nearest 
whole percent. 

I~ \ 

t--....._ I 'I ~ • 8 6 7 8 t 10 II l:t Jl 

J ---..__ lrri1ation St-rvice Land--Full _ 120, 000 ere ■ 120, 000 tAcrea 
t---..._~--t--P:,:o::w::or:,D:_•:,:•;el=op'.:m:::•:::nt~c-,-,-,---l--~4==____,'---/-..., 100,000 kw 100, ooo kw 

JO~ 01, 01 Srnlt~i~T:i~c:i:r-::f~RAM l3, 630,475 47 9,300,000 •·· 720,236 s ... 579,764 [lg, 300,000 
. 02. OJ Pitleville Dlveuton Dam 25,000 60 I, 625,000 20, 7tl0 1,704,240 1,725, ooo 
,05,01 GravityMalnCa.nal, 2,000c. f, •. 105,000 63 2,450,000 99,644 2, 217,856 2,317 , 500 
. 06,01 Gravlty Oivi•ion Lateral• 165,000 75 3,015,000 190,657 3,059,3.f.3 3,250,000 
, 03,01 Pineville PumplnJ Plant# 800 c, f.-. 2,400 3 860,CJOO 12,088 84.7,911 860,000 
,05.02 High Litt Canal, 800c,f. ■. 22,100 94 1,225,000 20,7 l8 1,204,281 1,225,000 
.06,02 PumpOlvi■ionLateral• •• -- 2,265, 000 27,500 2,347,500 2,375,000 
. 07, 01 Drainage Sy.tam 3,000 0 90,000 -- 90,000 80,000 

$395,307 1,693, 459 ll,657,i91 3,350,750 
2,597 15,000 10.000 lS,000 

10,685 65,795 37,705 103,500 
13,750 123,750 41,250 165,000 

12 75 .. 22.!~~ 508 20. 719 1,381 .. .. . . .. 
-· .. .. .. 
.. .. -· .. 

51 
I • 6 
l 
2 
l 

,08.01 OevdOJJment Farm -- -- 40,000 - - 40, 000 40,000 
. 11.01 Big RtverPowerplant 4, 600,000 76 2,200,000 6,5l4 , 6H 5,485,334 22,000,000 30 
,.J3,0l Bit River Switchyard 17,500 86 1,310,000 15,000 1,335,000 1,350,000 I 

395.710 3,509, 650 890,350 4,400,000 
2,500 17,500 1,000 . 15,000 

.13,02 BJ&RtverMetrop,oUa-161kvTrana.L. 300,000 764,500,000 338,869 4,161,131 4,500,000 8 2,, 711 229,748 45,252 275,000 

~o~~~ ~~::~~~~ror!c~nor 
division qf a project haVinq ConstructJ.on or 
RehabilltaUon programs in excess of $251 000 
annually (and for each M1.ssour1 River Bas1n 
DI.vision or Unit 1n the eonstructlon stage). 
One-line summary reports for all other MRB 
wlit.s and a<:Uvit1es are adequate. 

~s of the report a.re to be distributed on 

: th:~~~J ~~r Ute end 

1 - Commissioner, atbl. 350 {airmall) 
l - Commlllstoner, a.ttn, 300 (requla.r) 
1 - D&C D1v1Sion, Den"\rer 

(1 - MiSsCW'I River. Ba.stn Field CotnmJ.ttee) 

zr:;~~~u~r,s:o ~a::21, 

Amount 1n column 10 on thls line equals total of • 13• 03 8~~~51~/T~~~~i~~ Pumpina Plant 3, ooo 75 335,000 2,250 347,750 350,000 1 

~~k ~;:~~~cri:;1.s!1~::;~!t::~u~ , 15. oc General Property -- -- 1::· ggg -- 1:;-ggg 1;:,ggg :: 
250 2,2SO 

"' 
3,000 

missioner's Office (attention 350 Spec:1al) to 
arrtve on or be.fore the 5th worktnq ~ a.fter 
the end o! the report monffi. copy of the 
report should be sent to the regional aW.ce. 

.. .. . . .. 
~~;; ,1::i~ ~.if ts3;~=1!1e~~e~ ~~~- t--_--i----1--...:;.-· ,_,_. 

0
-1--'-Be+ar -!iJ~e;~ ~~c;~,~~ntT~;e~6;;;nt ~ .... ,,..,..; .,,·::;~..,,,,,+....,..,:,rnrkm:;,.n,n,,;;,orr..-m'irs.+--,:n.·r1,,,.,,,.,., ... i''.nmi uuuclrT,C!llf ... i'-:-rn, 3Juirr. ,csi' ,.,i';m·i,,.,,-,;-rii, .. r:iiii .. rj ,._ii_ 

Consti,J,cUon (G.L, 108.3) 1S reported on PF-fl , { Other Project Cost ■ •- -- 75 ooo -• 75 000 75 ooo 

-- .. .. .. 
.... ~.:.I.JU ,01.i,-,•n1 '"•"""•"u• , ....... ~ . ..... u -- ·- .. 

TOTAL PROJECT COST 18,o ,.,, ,., ............. 1 .. ,0·1:,, '"" ,t1tso,:,v•1n,.101,1:1:iv o•Jlll,•;,,1;ouo lf;lffi'"T,-:r!IU ,00:.1,LHl'll:l;nH,;,,u~ 

V u1 Adjustmente ,..i,...;,•1:::0:,.;, •::;•~0-1-.;.•1;,o:,_;o~•;:.o,h-.;,·l"O:,.;O,;O;_o j..,,....,;·::,-=-h-~·•,,:o,;•;;;••;;+...,·;;·'b..;·,.93;,...,41;,6+,.:,;•l~lS;,.,,,41_;6-i,.,.,;•:;";,.•,;•o,;;O,,,,..,;-;c";,.•;;,";,':,-..;·;:i· 
TOTAL C05TTOAPPR0PR1ATJ0l' 1 n, i,o.,, 1;,, D,l<t, .,.,u I-', r;, .. ;,,#••r;, , ooo, .,.,, I 0, .;,,n, ,,_,.., "" f"• .,~ , ~tl"1 Ill, tl"43, 1·11 , 51H, • ~~ 1•1;1, :i3l, :.!1 

Other .Expend1turea , Credft• 1n,,.:·.:,70:,_, :c,00:.:0-1-.:·::,'1=10:,:8-i,,,.r·:;;56:.., ::;20;::.9+-_·:..:13:.., ':.:'.:.' +--·':..:•,,;• 0:,::0:::,0+-_··+..:•:.:•=.,••..::•:;;•o+,,,,,'':..:'=.,' ..::•:;;••+--'·•:.:•=.,••..::••"'•+--'':.:'=.,'•..::•:;;•o+--·-1· 

V 
TOTAL EXPP:NDITIIRES '~793,US 773
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64, 9,523 , 584 f 690, BS~ ~000, 216 49,691,084 26 
All e:z:penditures from ConstrucUon Funds not Undelivered Ordera l-.!4!!80cc, •~•::•-1-.......::..!!"-!,'°""==-l'"l-2=J==:,-.:c'==:,-c:··+-.:..:...-4"'-''C:•;;.:'•..::•::;21'1"'c;'c:':s'•..::'::;2l4-_c__-+_:·.o· 
included in total cost above. \~ 1,, 

.__ ______________ _j 1./f TOTAL OBLIGATIONS 9,213,559 116,683 6,282, 912 2,574,008 8,856,950 68 9,523,584 i2, 834,091.16, 856,595 49,691, OM 26 

V 
Advances - non- Federal -- -- -- -X -~t------jL __ J._ __ _..!---+------t----r-t--jl Present esUmate of total obllgat1on.s for the 

L,t,Fund•Available O,,f,47,558 0, 2'7,SSQ "-. 0,247,559 - year, 

/ 

F'und• Required ·- ® -- @,,,,o·,·,,-~,it--f----+---1---+--~L- I •-------------~ 
UnobllgatedBalance 1,174,000 3,964.617 u~ ..._~

1 

V I l Present estimate of additional obllqa.Uons 

~o~~ ~~:'i.. ~~~rinc:.;=J~~ that wW be incurred this ye_.,._·----~ 

\ 
Total available . funds for fiscal year: 

u(e:~= =~d ~~ o1 year 
Plus additional allotments of appropriation 
Plus additional funds from other sources 

Actvances - non-Federal 
Transfers 

Totals 

£2!.J Col 5&7 

J l,H7,658 $ l,«7,558 
8,000,000 8,000,000 

0 

rrn;m;ooi, $10~~'1:!.'W 

Does lJ.!21 include unprogramed reimbursements. 

The entries shown in 
colw:nns 3 to 7 are 
desJgned to reflect th~ 
net ctiarqes during the 
first year. 

Derivation ot monthly Aetivitles Digest Report B-21 t:s as follows: 

~ 

A Expend.ltures scheduled for total 
fl.scaly~ •••..•.•. 

B Eipend.ltures, F. Y. to date •• 

C Total exper.ditures to date . . . . 
D Obltp.tlons lneurred.1 F. Y. to date 
E Unotill.qated balance, report date • 

~ g~~t~~w~~0~{:r;~~:e: : 
H Unlfquldat.?d obligaUons, end of F. Y. • 

Equal Rems 
&a..~ (On SF-133 1 or other sources as lnd.lcated} 

Amount indicated on la.test approved PF-2, 
$ 8,793,475 Control Schedule. 

5,609,237 nem 7 less 3A on SF-133 or G.L.200.42 
and 235.42 less 200 . 432. 

121 690,868 Expendltltre Item on PF-2 plus B above. 
6,282,g42 Rem g less 3A and tA on SF-133, 
3,964,617 Unobliqated balance on Allotment Ledger 

Z35~i~~'lrd::s2iingt~; ii"~~s 
3C and 4B on SF-133 . 

143,621 G.L. 200.3 and/or 235.S. 
1,390,609 Difference between estimated F . Y. ob­

ligation and .funds ai-allable. 

«,g15 T~~[Q~1:~=~ ~!~~~ ~~-;~tll~-2). 

NOTE: Items A, B, C, and D should also include rela.ted appr-oprlation transfer:s to 
other Government agencies (G,L, 212.1). 
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Appendix O, Exhibit 8 

FUND REPORT 

FORECAST OF UTILIZArION OF CONSTRUCTION FUNDS, F. Y. 19.!!Q_ 

FROM January 11 1960 TO June 30, 19.&.Q. 

APPROPRIATION TITLE CONSTRUCTION AND REHABILITATION Symbol: 14X0661 

Line No . 

1. UNOBLIGATED BALANCE AS OF _____ D;...;:e;.;:;c;.;:;e_m_b_e.a;..r__,3_1a..,L.--"1_9..;;;5_9 ___ _ 

2. LESS SCHEDULED NEW OBLIGATIONS REMAINDER F. Y. FOR:* 

3 . (a) Land and Land Rights ........ . . .. . . ... . . .. ................ , ........• $ 1591 000 

4. (b) New Construction Contract Awards.................................. 2, 088 1 252 

5. (c) New Material and Supply Contract Awards_........ . ........... . ...... 879,222 

6. (d) Additional Reservations for Contracts 1n Force .............. . . . .. .. .. . 

7. (e) General Expenses: 

8. 

9. 

10. 

(1) Operating Office(s) ....... . ........................... .. ...... . 

(2) Regional CPA . .. . ... ..... .. .. . .... .. . . ......... . ... , ......... . 

(3) Denver Services to Projects .... , , ............................. . 

11. (0 ~--··· ·· ·· · ··············· · ·································· 

913.000 

190.000 

40.000 

85,000 

58.000 

Col. (Bl 

ti,483, 511 

12. TOTAL NEW OBLIGATIONS (Line 3 thru Line 11) ... ,. , ............................ , . 4 1 4121 474 

13. UNOBLIGATED BALANCE JUNE 30 (Line 1 less Line 12 but not less than 0) ........... , 71 1 037 

14. ADDITIONAL ALLOTMENT REQUIRED (Excess of Line 12 over Line 1) ............... , 0 

15. REMARKS: •(See attached Supporting Statements). 

Prepared t ·A ~ Approved~ .U ~ Date12/31/55 
---... (1 .. t,..,.tr,le_:_P~ro_g_r __ a_m_s...,or.....,r-tc_e_r .. > ___ ~le: ProJect Manager) 

omce Pineville, Utah 
(ProJect(s), Urut or other) 

Project._.,.B::.:icg,.,R::.:::.iv.:.e.:;:.:.r-'P~r.,,.o.,_j_,.e.::c.._t __ Region~ 
(or -other a) c enhlyf 
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Chapter VI 

INSTALLATION OF A PROGRAMME AND PERFORMANCE BUDGET 

The preceding chapters identified three major cha!a­
cteristics of a programme and performance budgetmg 
system, i.e., meaningful classifications of programmes 
and work; appropriate financial management practices 
oriented to those classifications; and suitable measures 
of performance under the substantive classifications. 
It was also brought out that there is considerable flexibility 
as to the direction in which a conversion to a programme 
and performance budget might proceed, and the degree 
to which the . basic elements , of the system might be 
refined. In planning the adoption of this approach, a 
country should select the course of action that is most 
appropriate to its own conditions and environment. 
In doing so, however, it should be understood that 
complete attainment of the end objectives being sought 
- effective and efficient management of programme 
operations - requires a continuing and co-ordinated 
effort toward the full development of each of the major 
elements of the system. 

Preliminary considerations 

In converting to a programme and performance 
budget, it is important to recognize at the outset that 
this is not just a matter of adjusting procedures. Instead, 
it represents a change in concepts that has significant 
effects on the approach to 'the budget and the decision­
making practices employed at each level of management 
throughout the government. 

In view of the significance and implications of this 
undertaking, there should be full understanding and a 
mutual agreement between the executive and the legisla­
ture on making the change. A programme and perform­
ance budget is a primary medium of communication 
between these two branches of government, and a 
means of arriving at agreements on past performance 
and future plans. For best results, therefore, it is necessary 
that the legislature be fully conversant with the purposes 
and benefits of the change, and be committed to the 
use · of this revised budgetary approach. 

When such an understanding has been reached, it is 
the responsibility of the executive to lay out a programme 
for implementation. Since programme and performance 
budgeting is a matter of concern to all levels of manage­
ment, the conversion should be carried out in a co-opera­
tive manner with the operating departments and agencies, 
under central leadership and guidance. This requires 
careful advance planning, and effective communication 
of the purposes to be served and the benefits to be 

derived at the levels of management represented by 
those organizations. 

There is no precise order for the actions needed to 
install a programme. and performance budgeting system. 
While there is a natural and logical sequence to some 
of the actions required, some steps overlap each other, 
while others should be taken concurrently. The installa­
tion process should be adapted to conditions iJ? the 
individual country, and should proceed at a rate consistent 
with the capabilities of the staff resources available for 
the job. Above all, it should be recognized that this 
is a long-range undertaking - one that will develop 
in an evolutionary fashion, and produce increasingly 
niore effective results as experience is gained in operating 
the system. 

The change to this type of budgeting can be made 
in several ways. The initial steps, for example, could be 
directed toward establishing what might be called a 
programme budget, i.e., concentrating attention on 
converting the structure of the budget to programme 
classifications, and adjusting the accounts to support 
those classifications. Beyond that goal, priority emphasis 
might be given to more complete development of either 
the financial management system or the physical measure­
ment system; or the total effort initially might be_li?Uted 
to installing all three elements of the system on a mm1mum 
basis. Under any of these approaches, tqe refinement 
and full development of each of the basic elemen!s to 
its maximum usefulness can proceed thereafter m a 
gradual manner - as the employees become more 
familiar with the revised concepts involved in the system. 

Because the adoption of a programme and performance 
budget introduces modern concepts that change long-used 
budget and management practices, an important part 
of the conversion process is the training of personnel 
who deal with the system. This is needed at s~ver~l 
levels : the technical personnel who operate and mamtam 
the system must become fully conversant with the 
techniques involved; the employees who have prog~a~me 
responsibilities must become acquainted with_ the s1gmfic­
ance of the changes being made and thetr effect on 
substantive practices and procedures; and the top level 
decision-makers must be aware of the kinds of data 
produced by the system and the ways in which such 
information can be used most effectively for purp?ses 
of over-all management. These needs require an org~m~ed 
training effort that should be starte~ at_ the begmnmg 
of the conversion process, and mamtamed thereafter 
according to the experience gained in the course of 
installing and operating the system. 
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Organizing for the installation job 

The first major step toward installation is the assign­
ment of responsibility for planning and carrying out 
conversion of the existing system. Considering the 
nature of the job, such responsibility logically could be 
given to the central budget facility of the government. 
That responsibility should, however, be placed, in a 
way that best demonstrates full support by the top 
level officials in the executive. To illustrate, the budget 
facility might be given the assignment if that organization 
is immediately responsible to the top executive; or the 
finance ministry might be designated, if the budget 
facility is located within that ministry. 

The responsible central facility can organize for the 
job in a number of different ways, e.g., by delegating 
the assignment to the constituent organization that 
regularly prescribes budgetary practices; by placing 
primary responsibility in an assistant to the minister 
or director, who can draw upon staff of the facility 
as necessary for the job; or by designating a group of 
staff as an installation team, which would devote full 
time to the job. The last two possibilities have the 
desirable feature of permitting a selection of staff who 
have experience and qualifications in the different 
management specialties involved in programme and 
performance budgeting. For best results, the assigned 
staff collectively should have a broad grasp and under­
standing of agency programme operations, and should 
have skills in planning, programming, budgeting, account­
ing, reporting, and measurement practices. As one 
possibility, a team might be .made up of staff specialists 
in budgeting, accounting, and management techniques, 
supplemented by the central budget examiner for each 
agency who would participate and provide the necessary 
programme understanding when the· respectiv'e agencies 
are dealt with in the installation process. 

Besides designating the organization and staff to do 
the job, a top level decision is needed to the extent 
that the revised system is to be initially installed. It is 
preferable in most instances to proceed with a com­
prehensive application throughout the government. If 
that is not feasible, the system can first be initiated in 
certain organizations, with a view to gradual installation 
in the remaining units in later years. The choice of a 
comprehensive or a gradual change-over and, in the 
latter case, the selection of the specific organizations 
to be converted, depend upon such factors as the size 
of the government, existing conditions, staff availability 
and capability, and timing considerations. 

In a gradual application, priority might be given to 
organizations directly involved in an economic develop­
ment plan. There may be special need for budgetary 
reform in the agencies carrying out development pro­
grammes and activities. Or, priority might be given to 
organizations that spend the _largest portions of the 
total budget. Improvement action is then concentrated 
in areas where the opportunity for more efficient use 
of funds is proportionately greater. ,:"- third alter~ative 
is to initially make the conversion m several umts of 
each department, and then gradually extend_ the_ system 
in each department to full coverage. This gives all 

departments a measure of experience in the initial 
installation of the new system, which may help to avoid 
protracted delays in application to the entire government. 

Approach to the agencies 

With the course of installation determined and staff 
organized for the job, the decision for adoption of 
programme and performance budgeting should be 
formalized in an announcement to all departments and 
agencies. The announcement should briefly outline the 
revised budgetary concepts and identify the benefits to 
be gained in relation to the present-day problems 
of government (see chapter I). More specifically, it 
should point up the implications of this technique for 
the whole management process - including budget 
formulation, review and authorization, and the conduct 
of authorized operations. 

This initial communication should make clear the 
executive-legislative agreement on the action being 
taken, and the role of the organization and staff assigned 
to the job. It should identify the leader and the members 
of the central installation staff, the top level direction 
being given this effort, and the extent and manner in 
which the conversion is planned to be made. The depart­
ments and agencies should be advised of the co-operative 
nature of the job and the need for positive support by 
responsible officials. Each of those organizations should 
be requested to appoint a qualified representative - one 
who is familiar with the programmes and administrative 
practices of the agency and who would work with the 
central installation staff to facilitate the conversion in 
his organization. 

Following issuance of the announcement, the central 
installation staff should arrange for a series of meetings 
with departmental and agency representatives. The size 
and nature of these meetings can vary; a desirable 
combination is one of: (a) large group meetings to 
promote government-wide understanding of the pro­
gramme and performance budget and to stimulate 
interest and support for its adoption; and (b) smaller 
meetings of groups with mutual interests, to provide 
for more intimate discussion of the purposes, scope, 
and ramifications of the undertaking. The members of 
the central installation staff should prepare thoroughly 
for these meetings, equipping themselves to answer 
specific questions on installation and operation of the 
system, the problems involved, and the reasons for the 
conversion, and developing demonstration materials 
that are suited to the conditions and training needs of 
the individual country. Such training materials were 
used to good effect in the Philippine and United States 
conversions to this type of budgeting. 

It should be recognized that these meetings represent 
the start of the training and educational effort that is 
vital to the ultimate success of the system; and that 
such training will continue on beyond the conversion 
process. The experience gained in that process will 
contribute in a very practical way to further development 
of the staff who will be responsible for operation and 
futute improvement of the new budget system. 

- 90 -



Those meetings will also provide the central installation 
staff with an opportunity to exhibit their desire for 
close co-operation, consultation, and rapport with the 
department and agency representatives. While the central 
staff should provide leadership and firm guidance, it 
should be clear that they contemplate a practical approach 
to installation - one in which reason, persuasion, and 
the exchange of views will play a prominent part. 

of a programme and performance budget (see chapter II). 
If one is in use, it provides a framework for grouping 
the programmes identified for each department and 
agency. If the government does not have a functional 
classification, one will have to be established by the 
central installation staff. This may be done by starting 
with the basic functional categories identified in A 
Manual for Economic and Functional Classification of 
Government Transactions,16 and modifying those cate­
gories to suit the programmes and needs of the individual 
government. Or an empirical approach can be used, 
i.e., identifying the broad services provided by the 
government through analysis and categorization of an 
array of agency programmes that previously have been 
defined. 

Establishing budget classifications 

. As brought out in chapter II, a matter of first priority 
~n a programme and performance budget installation 
is the establishment of substantive classifications that 
relate agency work operations to the broad services 
furnis~ed by the government. A basic need for accomplish­
ing this is a clear statement for each department and 
agency that identifies : 

The functional classification developed for a country 
will likely result from a combination of those two 
approaches - representing a product of experimentation, 
adjustment, and modification of tentative conclusions. 
Before final adoption, the identified categories should 
be tested for their adequacy in grouping all identified 
programmes. Even after the classification is in use, it 
should be kept under continued surveillance and modified 
as required by subsequent developments. 

(a) '!'he statutory or other authority for creation and 
operation of the organization; 

(b) Its over-all and subsidiary objectives; 
(c) The scope and nature of its operations; 
(d) The organizational pattern used for carrying out 

authorized work• 
(e) The method of financing that work. 

These agency statements will require a careful review 
by cei:tral . installation staff of the scope of agency 
operations m relation to statutory authorities, including 
a che~k on whether the cited authorities are complete. 
Quest10ns of adequacy should be clarified or resolved 
at the ~i~e of review. If that is not feasible, overlapping 
author~tles or gaps should be noted for subsequent 
resolutio~. The objective is to arrive at mutual agree­
ments with agency representatives on the nature of the 
authorized programme operations in each organization, 
and the methods of control and financing used in the 
conduct of those operations. 

_A~pendix ~ furnishes a statement showing much of 
this mformat10n for the Forest Service in the United 
States Department of Agriculture. That statement, 
supplemented by a functional organization chart and 
the pattern of financing, provides data needed for 
establishing the required substantive classifications. 
Where such statements do not exist, the necessary 
information will have to be developed for each of the 
departments and agencies in the government. 

This part of the conversion process in itself has proven 
to be a source of some of the more immediate benefits 
of changing to a programme and performance budget. 
The need for responsible heads of executive organizational 
units to identify and describe their programmes and 
activities often requires more clear and precise deter­
minations of aims and responsibilities than were available. 
In tum, this often brings to light overlapping and 
duplication, the discovery of which leads to the estab­
lishment of more efficient organizational arrangements 
and a strengthening of the administrative structure. 

FUNCTIONAL CLASSIFICATIONS 

A functional classification that identifies the broad 
services furnished by a government is an essential feature 
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The functional classification ultimately adopted may 
be unique to the particular government. The central 
staff may identify broad categories of importance for 
top level review purposes that are unlike those in other 
countries. Such determinations are entirely proper, in 
accordance with the objective of developing aggregate 
information useful to the executive, the legislature, and 
the public in each country. 

PROGRAMME AND ACTIVITY CLASSIFICATIONS 

Another basic requirement is the establishment of 
agency programmes which represent logical segments 
of government functions, and of activities which group 
homogeneous work operations that serve the purposes 
of individual programmes. As described in chapter II, 
programmes identify end products of the departments 
and agencies and enable evaluation of the achievement 
of functional objectives, and activities serve as a focal 
point for management of the work operations that 
contribute to accomplishment of a programme. From 
the standpoint of agency management, this is the core 
of the programme and performance budget approach. 
It requires careful analysis to enable development of 
an appropriate classification of the operations of the 
agency. 

The agency background statements provide the 
information needed for joint determinations by the 
central installation staff and agency representatives 
concerning the programmes and activities for each 
organization. There are no exact rules for determining 
the groupings of work that should be set up as activities, 
nor the groupings of activities that merit programme 
status. Those classifications should, however, give effect 
to each agency's ideas concerning the proper break-down 
of its total work effort, and should reflect the pattern 

16 United Nations publication, Sales No. : 58.XVI.2. 



of management and control exercised through the 
organizational structure. The titles used for the classifi­
cations also should show appropriate concern for public 
understanding of the agency's operations. 

As part of this effort, attention should be given to 
changes in the agency financing structure that might be 
desirable to better achieve the objectives of programme 
and performance budgeting. Since that structure is the 
medium for the presentation of requirements and financial 
control of the approved budget, effort should be directed 
towards obtaining the simplest pattern of financing 
possible for each agency - one that enables an effective 
programme presentation, and permits the most efficient 
practices in accounting for the funds made available 
to the agency. The participation of agency staff is essential 
for this job - either concurrently or after preliminary 
identification of the programmes and activities by the 
central installation staff. Under either approach, effective 
central direction and guidance is vital to provide for 
consistent government-wide results. 

Specific aspects of the agency operation, such as the 
organizational structure, the financing pattern, the 
deployment of manpower, the distribution of physical 
facilities, and the geographic dispersion of agency 
operations, will be helpful in establishing a useful 
programme and activity pattern. In most agencies, 
there will be two or more groupings of activities that 
warrant identification as a programme. In the case of 
the Forest Service of the United States Department of 
Agriculture, for example, the following programmes are 
reflected in the budget : 

(a) Forest protection and utilization; 
(b) Forest roads and trails; 
(c) Acquisition of lands for national forests; 
(d) Brush disposal; 
(e) Access roads. 

These programmes vary considerably in terms of size 
and the nature of the operation. All of them are classi­
fiable under the Natural Resources function, and are 
generally financed by separate appropriations. Each 
one gives an idea of its purpose and distinguishing 
characteristics, the type of work involved, and the 
kinds of skills required for execution of the programme. 

The first one, Forest Protection and Utilization, is 
the major programme of the Service. In the budget, 
it is broken down into three activities that reflect signi­
ficant groupings of the work involved - Forest Land 
Management, Forest Research, and State and Private 
Forestry Co-operation. Because of the size and scope 
of the operations, these activities are further classified 
into subactivities that reflect the pattern of functional 
control exercised in the Service. A complete listing of 
those categories is shown in· appendix Q. 

It should be recognized that those classifications can, 
and sometimes do, cut across the organizational lines 
within the agency in order to bring out the functional 
and programme nature of the operations. This is accep­
table, providing available management . data permit 
suitable analysis of performance. I':1 this case, for 
example, the field organizational umts of !h_e. Forest 
Service each perform work on several act1v1ties and 

programmes. Appropriate information has been develop­
ed, however, to enable effective analysis and control 
of the field operations. This has been accomplished 
through use of a work planning and scheduling system 
that provides the basis for financing and assigning work. 
In budget execution, costs are directly allocated to 
programmes and activities according to work assignments 
wherever possible. For the other costs, allocations are 
made on the basis of work measurement and time 
distribution reports, or in accordance with the propor­
tionate spread of direct costs where that procedure is 
appropriate. 

On the other hand, there will be some agencies in 
which the objectives and scope of operations are so 
narrow and circumscribed that a single programme 
designation is sufficient for budget presentation purposes. 
Government commissions charged with specific control 
or regulatory tasks are typical examples. The United 
States Farm Credit Administration is a case in point. 
That independent agency is charged with supervising a 
co-ordinated agricultural credit system for farmers and 
their co-operatives. This is reflected in the budget by 
a single item - Supervision and Examination of Farm 
Credit Banks and Associations. 

Programmes and activities generally should reflect a 
grouping of work operations in substantive programme 
terms, as in the Forest Service example above. In some 
programme and performance budget applications, how­
ever, it may be considered desirable to establish overhead 
or service operations - like executive direction or 
general administration - as a separate programme or 
activity. Executive direction might include such operations 
as the office of the minister or of the top executive, 
programming, and policy making. General administration 
might include budgeting, accounting, personnel, legal, 
purchasing, and similar administrative operations. When 
these kinds of categories are employed, their content 
should be tailored to fit the needs of the individual 
country, and must be specifically identified to enable 
consistent application. 

Illustrations of the content and use of general adminis­
tration as a programme or activity are shown in the 
listing of Philippine programmes and projects in appen­
dix A (chap. II). It is included among the programmes 
for the Bureau of Public Highways, in the Department 
of Public Works and Communications, as shown below : 

(a) Field surveys and preliminary plan preparation; 
(b) Maintenance and repair services; 
(c) Operation of equipment depots, laboratories, and 

quarries; 
(d) General administration; 
(e) Construction, reconstruction, and improvement; 
(f) Acquisition of equipment. 

This presentation also demonstrates the separate identifi­
cation of capital outlays - which is reflected in the 
last two programmes. 

In this kind of application, the budget presentation 
does not show the full costs of each substantive pro­
gramme, because those items do not include a proper 
share of administrative costs nor related capital outlay 
costs. To obtain a full cost presentation would require 
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an allocation of the capital outlay items among the 
substantive programme purposes they serve, and a 
distribution of the costs of general administration. 
Such distributions of general administration might be 
made in terms of a designated formula, or on such 
bases as the proportionate distribution of direct costs 
or man-hours. The Philippine practice contrasts with 
that followed in the United States Forest Service. As 
shown in appendix Q, general administration and 
capital outlay are spread among the substantive activities 
under the major programme of the Service - Forest 
Protection and Utilization, and the total capital outlay 
for that programme is identified by a foot-note to the 
programme and financing schedule in the budget presenta­
tion. Either of these approaches may be used, depending 
upon the needs to be served and the financial management 
practices employed in the individual application. 

After the programmes and activities of an agency 
have been identified and titled, a final test should be 
made to insure full coverage. All activities should be 
classifiable within the identified programmes; and all 
W?r½ operations should be capable of classification 
withm the identified activities. In addition, provision 
should be made for periodic review of each agency's 
pr?grammes and activities. Those categories should be 
adJusted and revised as necessary to reflect the programme 
and administrative changes that may subsequently 
occur. 

system. It should be recognized that for the purpose of 
meeting these initial needs, programme and performance 
budgeting can be installed whether the accounting system 
provides data on a cash, obligation, or accrual basis 
(see chap. HJ). The immediate problem to be dealt with 
is one of further classifying available financial data under 
the selected substantive classifications. 

As a first step, action should be taken to assemble 
available data by programme and activity. If the account­
ing system in use furnishes financial information by object 
class, available data for categories like personal services 
and travel can be identified with organizations, pro­
grammes, and activities by the nature of the employees' 
assignments. Objects like printing and contractual services 
can be classified according to the purposes of the printed 
material or the contract involved. Other objects like rents 
and communications should similarly be directly identified 
with organizations, programmes, and activities wherever 
possible. If that is not practicable, the data can be distri­
buted to obtain the necessary totals. Such distributions 
should be made on the most logical and equitable bases 
that can be developed in the light of available information. 
They might, for example, be made in accordance with 
the proportionate distribution of personal services costs. 

If the existing accounts provide data by organizational 
unit, and the programmes and activities are consistent 
with the organizational structure, the required information 
on past transactions can be developed by translating 
the data for organizational units into the substantive 
classifications within which they fall. To the degree that 

A further requirement of a programme and performance 
budget system is to develop a description of the pro­
gra_mmes and activities to meet presentation needs. 
This ~an best be done by agency representatives, subject 
to review by the central installation staff for the purposes 
of government-wide consistency. Such a description 
should include : 

(a) A narrative statement that clearly and concisely 
presents the objectives, scope, and content of the pro­
grammes and activities. The text should be purely factual, 
with no promotional overtones; 

the programmes and activities do not follow organiza­
tional lines, equitable methods for distribution of the 
organizational data should be developed. Depending upon 
the nature of operations in the specific organization 
involved, such distributions might be made according 
to the purposes and volume of the work performed, or 
in accordance with the assignments of the personnel in 
the organization. 

(b) An identification of relevant measures showing 
workload volume and trends. Performance ratios should 
be included where they are available; 

(c) An identification of the revenues resulting from 
conduct of the programme or activity. 
Appendix Q provides an illustration of such a description 
for the major programme of the United States Forest 
Service. 

Adjusting the financial management practices 

As a matter of second priority in the insta11ation of 
programme and performance budgeting, action is needed 
to develop accurate and timely financial data in the 
accounting system in terms of the identified programmes 
and activities. The immediate needs to be met consist 
of assembling data that will adequately support budget 
requests, and providing operating officials with informa­
tion useful for management and control of operations. 
Unless these needs are properly satisfied, the value of the 
programme and performance budget is subject to criticism 
because of lack of co-ordination with the accounting 

For subsequent transactions, action should be taken 
to establish an accounting procedure that will currently 
develop programme and activity information for agency 
management. A worksheet analysis of object and orga­
nizational data can be used to satisfy these needs, or a 
coding of transactions by programme and activity in 
the accounting system will regularly furnish the necessary 
information. Such classifications of data should be 
obtained by the simplest methods possible under existing 
accounting practices, pending a determination of the 
refinements to be made in further development of this 
element of programme and performance budgeting. 

In that connexion, chapter III outlines the values and 
usefulness of the several accounting bases for different 
types of programme operations, and stresses the need for 
selecting an approach that is best suited to the require­
ments of management. It also emphasizes the desirability 
of developing an integrated financial management system 
that employs common classifications for programming, 
budgeting, accounting, and reporting; and a planning 
and reporting process that utilizes financial plans to 
project requirements, operating budgets to place respon­
sibility and set management goals, and performance 
reports that compare actual results with those goals for 
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purposes of performance analysis. These represent impor­
tant and advantageous refinements that can be developed 
after the initial change over to a programme and perform­
ance budget. Care should be taken to adopt a course of 
long-range improvement action that will most effectively 
and economically satisfy decision-making needs at the 
various levels of management in government. 

The job of classifying available financial data to meet 
initial needs, and the long-range effort to develop the 
financial management system to maximum effectiveness 
are properly a responsibility of the staff that operate 
and maintain accounting systems, wherever those opera­
tions might be located in the organization pattern of the 
individual government. The central installation staff, 
however, also have major responsibilities in this area. 
The first involves providing clear and concise guidelines 
that will produce consistent and acceptable action in the 
financial operations toward meeting immediate needs. 
The second responsibility involves the development of 
policies and criteria to be followed in an organized effort 
toward strengthening the financial management system 
of the government. The central installation staff should 
initiate and monitor that organized improvement effort, 
and subsequently should provide such assistance as 
may be required for the resolution of problem areas. 

Establishing physical measures of performance 

The next priority in installing a programme and 
performance budget is the development of physical 
measures that are useful for performance analysis. 
As indicated in chapter IV, suitable measures for this 
purpose include workload information, which identifies 
the volume of work done and to be done; work measure­
ment ratios that relate work completed to employment 
utilized for completion of the work; unit cost information 
that relates work completed to the cost of objects used 
in carrying it out; and broad productivity ratios that 
relate total resource inputs to the end products and 
services produced. For each of these, appropriate units 
of measure must be identified to provide the most effective 
basis for analysis. 

The installation of a programme and performance 
budget requires, as a minimum, a basis for review of 
requirements under each programme and activity, 
preferably in terms of workload. The first job in this area, 
therefore, is one of determining whether the work under 
a programme or activity is capable of measurement. 
The next task is the identification of a suitable basis 
for review of requirements in non-measurable operations, 
and the selection of meaningful work units for each of the 
measurable programmes and activities. Finally, deter­
minations are needed on the most appropriate methods 
of developing workload data in the measurable operations 
to meet immediate needs. These minimum requirements 
can best be met by a joint effort of central installation 
staff and agency representatives at th~ time the programme 
and activity classifications are established for each agency. 

The difficulties involved in selecting units of work and 
developing related workload data will vary considerably 
among the programmes and activities. Once the work 

units have been selected, various methods of approxima­
tion may have to be used in assembling historical workload 
data and, in some cases, only broad estimates may be 
possible. In working on this phase of the installation 
process, however, it should be recognized that historical 
data on past operations under some programmes may 
permit developing broad productivity ratios that would be 
useful for analysis purposes. Because such ratios reflect 
a relationship between end products or services to the 
public and gross data on resources used, it is sometimes 
more feasible to develop such ratios from existing data 
than to establish more detailed work measurement or 
unit cost ratios. In any event, for the initial programme 
and performance budget, workload and such other physi­
cal measures as are possible should be developed from 
available information to the maximum extent, considering 
the practical limitations of the time and costs involved. 
This work basically is the job of agency representatives, 
and shoud be done in accordance with guidelines furnished 
by central installation staff. 

Here again is an area that can be refined and further 
developed after the initial installation of programme and 
performance budgeting. The long-range objective should 
be to improve and strengthen the workload measures 
initially employed, and to establish appropriate work 
performance and broad productivity ratios. Because they 
relate outputs to the employment or cost involved, such 
ratios have greater management value. Ultimately, 
therefore, they should be developed wherever the pro­
gramme or activity is capable of such treatment, and the 
cost of the system does not exceed the management 
benefits derived. 

The establishment of the most significant workload 
measures and performance and productivity ratios will 
also require the development of unified recording and 
reporting systems to effectively accumulate and commu­
nicate accurate measurement information. Such systems 
should be kept as simple as possible to permit widespread 
understanding of the data requirements, and to minimize 
the work effort required to operate the systems. They 
should be developed in accordance with the needs and 
capabilities of the staff involved, with the objective of 
providing timely information in the form most suitable 
for use at the various levels of management in the govern­
ment. The central installation staff has responsibility for 
providing leadership, guidelines, and criteria for obtaining 
these long-range improvements; and for stimulating and 
assisting agency representatives in developing efficient 
systems and measures that are significant for review and 
analysis purposes, and suited to management require­
ments. 

Manuals of instruction 

Underlying the entire process of developing and install­
ing a programme and performance budget is the need for 
providing a clear and concise set of written instructions 
for use of agency personnel. Such instructions should cover 
the ent~re management cycle - planning, programming, 
budgetmg, accounting, reporting, and control. They will 
play an important role in creating a better understanding 
of programme and performance budgeting, and will 
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produce more consistent agency action in formulation and 
execution of the budget. 

The central insta11ation staff has responsibility for 
developing instructions needed in the course of the conver­
sion process. Even more important, central instructions 
should be established and formaIJy maintained on a 
current basis for continued use thereafter, and operating 

agencies should be encouraged to issue written instruc­
tions of their own, to the extent that they are needed in 
the various departments and agencies. Set forth in the 
form of loose-leaf manuals that are regularly amended 
to reflect poJicy changes, provide criteria, and prescribe 
current requirements, such instructions give the most 
effective basis for maintaining a programme and per­
formance budget system. 
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Appendix P 

STATEMENT OF AGENCY AUTHORITY, SCOPE, AND PURPOSE IN THE UNITED STATES 

Department of Agriculture 

FOREST SERVICE 

The name "Forest Service" was first applied on February 1, 
1905, in a letter from James Wilson, Secretary of Agriculture, to the 
Forester, stating: "Its provisions [referring to the act of February 1, 
1905, which provided for the transfer of the forest reserves from the 
Department of the Interior to the Department of Agriculture] 
will be carried out through the Forest Service under your immediate 
supervision." 

The name "Forest Service" was also provided by the Agricultural 
Appropriation Act of 1906, approved March 3, 1905 (33 Stat. 861), 
although many of the functions were carried on earlier under 
different organizational titles. 

The Forest Service is charged with the responsibility for promot­
ing the conservation and best use of the Nation's forest lands, 
aggregating approximately a third of the total land area of the 
United States. 

National forests. The Service administers 151 national forests, 
together with land utilization project lands, experimental forests, 
and other lands aggregating about 188,000,000 acres. The national 
forests, comprising over 180,000,000 acres, are located in 40 States 
and Puerto Rico. The Forest Service improves them, protects 
them from fire, insects, and disease, and manages their resources 
for orderly and continuous service and for the maintenance of 
stable economic conditions in national forest communities. 
National forests are managed under the twin conservation policies 
of multiple use and sustained yield. Technical methods of forestry 
are applied to the growing and harvesting of timber. Livestock graz­
ing is scientifically regulated to obtain range conservation along 

with use of the annual growth of forage. Watersheds are managed 
for the regulation of streamflow, reduction of flood danger and soil 
erosion, and the protection of sources of water for power, irri­
gation, navigation, and municipal and domestic supply. Provision is 
made for popular outdoor recreation. Scientific management is 
applied to the development and maintenance of wildlife resources. 

Forest research. In 9 regional forest and range experiment stations, 
in research units in Alaska and Puerto Rico, and in the Forest 
Products Laboratory at Madison, Wis., the Forest Service conducts 
investigations in the entire field of forestry and wild land manage­
ment, including the growth and harvesting of timber, protection of 
forests from fire, insects, and diseases, management of range lands, 
efficient and economical utilization of forest products, and research 
in forest economics and taxation and watershed management. It is 
conducting a forest survey of the United States. This is a study of the 
Nation's present and potential forest resources. 

Co-operation in forestry. States and private owners of forest 
lands and forest industries receive co-operation from the Forest 
Service. Assistance is provided in the application of sound forest 
management practices, in the maintenance of organized protection 
of forest lands against fire, in forest pest control, in flood prevention 
and river basin programs, and in the distribution of trees for plant­
ing woodlands, windbreaks, and shelterbelts. The Service co-operates 
with States to stimulate development, proper administration, and 
management of State forests, and with communities, counties, and 
organizations in the development and management of community 
forests. It also administers the Naval Stores Conservation Program 
and assists in the administration of the forestry practices involved 
in the agricultural conservation program, and the conservation 
reserve phase of the Soil Bank Act. 

Regional Offices - Forest Service 

Region 

No. 1. Montana, northeastern Washington, northern Idaho, western 
North Dakota, northwestern South Dakota ....... . 

No. 2. Colorado, Kansas, Nebraska, South-Dakota, Wyoming 
No. 3. Arizona, New Mexico . . . . . . . . . . . . . 
No. 4. Utah, southern Idaho, western Wyoming, Nevada . 
No. 5. California . . . . . . . . • • • • • • • • • • 
No. 6. Washington, Oregon ............ • 
No. 7. Maine, New Hampshire, Vermont, Massachusetts, Connecticut, 

Rhode Island, New York, Pennsylvania, New Jersey, Delaware, 
Maryland, West Virginia, Virginia, Kentuc~y . • : . • • • • . • . • . • : 

No. 8. Alabama, Arkansas, Florida, Georgia, Loumana, M1ss1Ss1pp1, 
North Carolina Oklahoma, South Carolina, Tennessee, Texas .. 

No. 9. Illinois, J~diana, Iowa, Michigan, Minnesota, Missouri, North 
Dakota Ohio, Wisconsin . 

No. 10. Alaska . . . . 
Tropical Forestry Unit. . . 

96 

Address 

Federal Building, Missoula, Mont. 
Federal Center Building 85, Denver 2, Colo. 
510 2d St., NW., Albuquerque, N. Mex. 
Forest Service Building, Ogden, Utah. 
630 Sansome Street, San Francisco 11, Calif. 
729 NE. Oregon St., Portland 8, Oreg. 

6816 Market St., Upper Darby, Pa. 

Peachtree Building, 50 7th St. NE., Atlanta 23, Ga. 

Carpenter Building, 710 North 6th St., Milwaukee 3, Wis. 
Federal Building, Juneau. 
P. 0 Box 577, Rio Piedras, P.R. 



Forest and range experiment stationa 

Statl<>n 

Central States 
Intermountain 
Lake States . . 
Northeastern . 
Pacific Northwest 
Pacific Southwest 
Rocky Moutain . 
Southeastern . . 
Southern ... • . 
Forests Products Laboratory 

Address 

Old Federal Building, Colombus 15, Ohio. 
Forest Service Building, Ogden, Utah. 
St. Paul Campus, University of Minnesota, St. Paul 1, Minn. 
102 Motors Avenue, Upper Darby, Pa. 
809 6th Ave., Portland 8, Oreg. 
1960 Addison Street, Berkeley I, Calif. 
Forestry Building, Colorado A & M College, Fort Collins, Colo. 
Federal Building, Asheville, N. C. 
2026 St. Charles Ave., New Orleans 13, La. 
North Walnut Street, Madison 5, Wis. 
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Appendix Q 

UNITED STATES BUDGET PRESENTATION FOR 
FOREST PROTECTION AND UTILIZATION PROGRAMME 

Department of Agriculture 

FOREST SERVICE 

The Service carries on three primary functions : (a) Protection, 
development, and use of about 185 million acres of land in national 
forests and national grasslands in the United States and Puerto 
Rico; (b) research for all public and private forest lands and related 
ranges to improve protection from fire, insects, and diseases; to 
increase production of timber, forage, water, and other products; 
to improve methods for developing and managing recreation resour­
ces; to develop better utilization and marketing of forest products; 
and to maintain a current inventory of forest resources through a 
nationwide forest survey; and (c) co-operation with States and private 
forest landowners to obtain better fire protection on approximately 
435 million acres of forest lands and better forest practices on about 
345 million acres of privately owned commercial timberlands, to 
encourage reforestation and stimulate development and manage­
ment of State, county, and community forests. These primary func­
tions include construction and maintenance of roads and trails, 
control of forest pests, protection against floods, land acquisition 
and exchange, and a number of co-operative projects. 

ClJRRENT AUTHORIZATION: 

Forest protection and utilization 

For expenses necessary for forest protection and utilization, as 
follows: 

Forest land management : For necessary expenses of the Forest 
Service, not otherwise provided for, including the administration, 
improvement, development, and management of lands under 
Forest Service administration, fighting and preventing forest fires 
on or threatening such lands and for liquidation of obligations 
incurred in the preceding fiscal year for such purposes, control of 
white pine blister rust and other forest diseases and insects on Federal 
and non-Federal lands; ($92,159,700] $105,517,000, of which 
$5,000,000 for fighting and preventing forest fires and $1,910,000 for 
insect and disease control shall be apportioned for use, pursuant 

Programme and Financing 

( In thousands of dollars) 

PROGRAMME BY ACTIVITIES: 

1. Forest land management: 
(a) National forest protection 

and management . . . . 
(b) Fighting forest fires . . . 
(c) Insect and disease control 
(d) Acquisition oflands . . . 

TOTAL, forest land management 

1960 
actual 

71,101 
24,644 

6,915 
95 

102,755 

1961 
estimate 

84,533 
4,201 
7,252 

100 

96,086 

1962 
estimate 

92,290 
5,000 
7,402 

100 

104,792 

2. Forest research: 
(a) Forest and range manage-

ment 
(b) Forest protection 
(c) Forest products utilization 
(d) Forest resources 
(e) Forest research construction 

TOTAL, forest research 

3. State and private forestry co-op­
eration: 
(a) Forest fire control . 
(b) Forest tree planting 
(c) Forest management and pro­

cessing 
(d) General forestry assistance 

TOTAL, State and private 
forestry co-operation 

Total cost for year's program 

4. Repayment to "Expenses, brush 
disposal" of prior year advance 
for fighting forest fires . 

TOTAL, program costs a 

5. Relation of costs to obligations: 
Costs financed from obligations 

of other years, net (-) 
Obligations incurred for costs of 

other years, net 

TOTAL, obligations 

FINANCING: 

Comparative transfers from (-) 
other accounts 

Advances and reimbursements 
from-
"Co-operative range improve­

ments" 
"Expenses, brush disposal" . 

Unobligated balance lapsing 

1960 
actual 

102,755 

7,477 
2,511 
3,091 
1,903 
1,693 

16,675 

10,035 
509 

1,611 
386 

12,541 

131,971 

1,623 

133,594 

-3,101 

130,493 

-19 

-700 
-799 

144 

1961 
estimate 

96,086 

8,737 
3,174 
3,527 
2,265 

450 

18,153 

10,121 
296 

1,554 
438 

12,409 

126,648 

799 

127,447 

1,429 

128,876 

-700 

1962 
estimate 

104,792 

8,947 
3,751 
4,097 
2,408 
1,000 

20,203 

11,121 
296 

2,054 
538 

14,009 

139,004 

139,004 

1,500 

140,504 

-700 

NEW OBLIGATIONAL AUTHORITY 129,120 128,176 139,804 

98 

New obligational authority: 
Appropriation . . . . 129,120 123,076 139,804 
Proposed supplemental due to 

pay increases 5,100 

• Includes capital outlay as follows: 1960, $14,595 thousand; 1961, 
$17,700 thousand; 1962, $22,400 thousand. 



Main workload factort1 to section 3679 of the Revised Statutes, as amended, to the extent 
necessary under the then existing conditions : Provided, That not 
more than $100,000 may be used for acquisition of land under the 
Act of March 1, 1911, as amended (16 U.S.C. 513-519): Provided 
further, That funds appropriated for "Cooperative range improve­
~ents", pursuant to section 12 of the Act of April 24, 1950 (16 U.S.C. 

Dtsr:rlp//on 1960 actual 1961 ,st/mate 1962 estimate 

80h), may be advanced to this appropriation. 

Area administered and 
protected: 

forest 
m Forest ~esearch : For forest research at forest and range experi-

ent ~tat10ns, the Forest Products Laboratory, or elsewhere, as 
authorized by law; [$17,332,000) $20,278,000. 

(a) National 
land (acres) 181,462,324 I 82,060,000 182,400,000 

(b) National grass-

S Stat~ and private forestry co-operation : For co-operation with 
. tates m forest-fire prevention and suppression in forest tree plant­
mg on non-Feder~! public and private lands, a~d in forest manage­
mt_ ent and proc~ss1~g, and for advising timberland owners, associa-

lands (acres) . . . 
(c) Land utilization 

projects (acres) . . 

3,821,527 3,821,527 3,821,527 

488,198 418,116 .... . ..... 

10ns, wood-usmg mdustr ' d th • h • 

Timber managed and 
protected (saw-timber 
-billion board feet) . 880 880 880 mana e . . ies, an o ers m t e application of forest 

iz d ; ml ent prmciples and processing of forest products, as author- Timber sales (number) . 
Timber harvested (billion 

board feet) . . . . . 

43,081 44,000 48,000 
e Y aw; [$12,334,800] $14,009,000. 

[Duri~g the current fiscal year not to exceed $100 000 of the funds 
appropriated under th· h d • h II • ' 

9.37 8.5 IO.I 
of s· . ts ea mg s a be available for the acquisition 
US ~s 

5
~~th0r~zed by the Act of March 3, 1925, as amended (16 

a; ·i bl ,. ), Wt~hout regard to any other limitation on the amount 

Grazing use permits (ca­
lendar year) ..... 31,242 31,200 31,200 

at a e ,or this purpose.) 
[For an add"t' I tio ,, 1 IOna amount for "Forest protection and utiliza· 

"F n ' as follows : "Forest land management" $750 000 and 
U~r~st research", $500,000.J (5 U.S.C. 511-512, 524,' 565a; 7 

594 5 · 
428a, 1010-1012, 1621-1627; 16 U.S.C. 471-583i 594-1 -

118
- • 594a; 30 U.S.C. 601-604 611-615 • 31 U.S C 534 .'43 USC 
lh-118J" · ' ' • • • ' • • • 

l t 
. J • 36 Stat. 557; 74 Stat. 205-206, 215; Department of the 

n erzor and Re/at d A • A • • s, l e genc1es ppropr,atzon Act, 1961; Second 
upp emental Appropriation Act, 1961.) 
During 1960 th s • • e b • e erv1ce acqmred at no cost property declared 

xcess Y other Fed I d • • • • a . . . era epartments and agencies with an ongmal 
cquisitton coSt to the Government of $3.2 million. 

1. Forest land management : (a) National forest protection and 
manarement. The 152 national forests and 14 units of national 
gr~ss _ands are managed under multiple use and sustained yield 
rm~ples. The natural resources of outdoor recreation, range, 
tf11 r, wat_ershed, and wildlife are utilized in a planned combina-

on tha: ~111 best meet the needs of the Nation without impairing 
P_roduct1V1ty of the land. These management and utilization prin­
~•ples were recognized in the Multiple Use-Sustained Yield Act of 
une 12, 1960 (Public Law 86-517, 74 Stat 215) Work programs 

and budget e tim· 1 • • • F s ates are re ated to the Program for the Nat10nal 

Estimated number of live­
stock on national forest 
ranges (including cal­
ves and lambs) 

Special use permits, ex­
cluding recreation 
(number) .... 

Recreation special use 
permits (number) 

Estimated number of 
visitors to national 
forests (calendar year) 

Tree planting and seed­
ing (acres) . . . . . 

Range reseeding and re­
moval of competing 
vegetation (acres) . . 

Receipts (thousands of 
dollars): 
Timber sales 
Grazing .. 
Land uses 
National grasslands 

TOTAL receipts 

6,000,000 

36,724 

21,709 

81,521,000 

45,094 

161,767 

139,904 
3,664 
2,780 
1,864 

148,213 

6,000,000 

37,000 

22,300 

90,000,000 

60,000 

175,000 

110,500 
3,700 
3,000 
1,700 

118,900 

6,000,000 

37,100 

23,000 

95,000,000 

70,000 

195,000 

147,000 
3,700 
3,200 
1,700 

155,600 

(c) Insect and disease control. Activities to suppress and control 
destructive insects and diseases that threaten timber areas include 
two types of work carried on jointly by Federal, State, and private 
agencies : (l) Surveys on forest lands to detect and appraise infesta­
tions of forest insects and infections of tree diseases and determina­
tion of protective measures to be taken, and (2) control operations 
to suppress or eradicate forest insects and diseases, including white 

orests, a plan to meet the increasing demands for national forest 
reso~rces ?uring the next 10 to 15 years and beyond. Increases are 
pr~vt~ed m the budget to further attainment of these program 
O~Je_cttves. Construction funds of $10.6 million in 1961 and $14.9 
rnill10n in 1962 are budgeted, compared with $6.7 million used in 
19~-• _for construction or rehabilitation of campground and picnic 
facil1~1es and other recreation improvements, the construction of 
dwellings or barracks for employee housing, fire lookouts, service 
and storage buildings, communication facilities, and other improve­
ments. Funds appropriated under Co-operative range improvements 
are merged with this appropriation for obligational purposes. 

. (b) Fighting forest fires. This provides for employment of addi­
tional manpower and other facilities for forest fire emergencies 
which cannot be met by the fire control organization provided 
under national forest protection and management. Costs above 
the amounts estimated for the current and budget year are author­
ized to be met from advances from other Forest Service appropria­
tions (repayments of such advances were made in 1960 and 1961 
to Expenses, brush disposal). In addition, a supplemental appropria­
tion for fighting forest fires is anticipated for 1961 under Proposed 

pine blister rust . 
(d) Acquisition of lands. Lands are purchased to protect the 

watersheds of navigable streams and to increase the production 
of timber with the approval of the National Forest Reservation 
Commission. The present programme is only for purchase of small 
tracts within the 55 approved purchase areas. 

for later transmission. 

Forest fires controlled (number) . 
Area burned (acres) ..... . 

1960 
actual 

9,497 
272,561 

1961 
estlmau 

12,500 
440,000 

1961 
esr/mau 

10,000 
200,000 
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2. Forest research. Research is conducted at nine regional forest 
experiment stations, the Forest Products Laboratory, and elsewhere. 

(a) Forest and range management. This rcse;irch prmides pri,-;ire 
and public land managers and o,mers "ith a sound b:lsis for manage­
ment of timber, forage, and "-;itcrshed lands. S1udies arc conduct­
ed to maintain a sustained yield of products al the lowest possible 
costs; increase forage for domestic Ji\"esiock and impro\"e habitat 



for wildlife without damage to soil, watershed, or other values; 
assure maximum regular flow of usable water, and reduce floods 
and sedimentation; and improve methods for developing and manag­
ing recreation resources. 

(b) Forest protection. Research is conducted to develop sound 
measures for the protection of forests from damage by fire, insects, 
and diseases. Forest fire research provides improved methods of 
predicting fire danger, preparing for, and combating fire by combin­
ations of ground and aerial methods. Insect and disease research 
develops direct controls, silvicultural measures, and biological 
agents to combat forest pests. 

(c) Forest products utilization. Studies are conducted to develop 
new and improved forest products, reduction and utilization of 
waste, and use of low-quality wood and less-desirable species. 
They include studies to reduce costs of Jogging and wood utilization, 
and to develop basic knowledge of wood and disseminate this to 
forest owners, manufacturers, fabricators, and consumers. 

(d) Forest resources. These investigations are conducted to inven­
tory and appraise the condition of forest lands, volume and quality 
of standing timber, ownership of timber resources, annual growth 
and depletion, and the potential need for timber products. Studies 
of the economics of forest crop production and of marketing of 
forest products are also included. 

Main workload factors 

( Acres, in millions) 

1960 
actual 

Initial surveys (annual) 28 
Initial surveys (cumulative since 1930) 577 
To be surveyed (total) a 193 
Resurveys (annual) . 43 

• Includes all of Alaska and Hawaii. 

1961 1962 
estimate estimate 

30 30 
607 637 
163 133 
30 30 

(e) Forest research construction. The budget estimate provides 
for construction of a laboratory at Riverside, Calif., for research 
on forest fire control problems of the Pacific Southwest. 

3. State and private forestry co-operation. This programme, 
carried on in co-operation with the States, encourages private 
timber management. Privately owned forest lands comprise three­
fourths of the Nation's commercial forest area and produce about 
85 % of all timber cut. 

(a) Forest fire control. Assistance is furnished 48 States in prevent­
ing and suppressing forest fires on private and State owned lands 
by financial aid, training, procurement of equipment, and a nation­
wide fire prevention campaign. About 92 % of the 435 million acres 
of non-Federal ownership is now partially covered. During 1959 
the acreage burned on protected areas was 0.42 % as against an 

estimated 4.63 % on unprotected lands. Of the total expenditures 
under this programme, 79 % is contributed by States and counties, 
4 % by private owners, and 17 % by the Federal Government. 

(b) Forest tree planting. To encourage woodland owners to 
reforest unproductive portions of their holdings, and farmers to 
plant wind barriers around their fields and farmsteads - a total 
of more than 47 million acres altogether - the States provide 
planting stock at less than cost. The Federal Government shares 
the cost of producing the stock with the State and private land­
owners. 

(c) Forest management and processing. In co-operation with State 
foresters, 452 projects in 2,091 counties are operated to aid small 
woodland owners in applying good management to their timber 
holdings. In 1960 these projects covered some 82,188 owners and 
4.1 million acres. 

(d) General forestry assistance. Technical forest management 
assistance is provided to State, community, private, and other 
Federal agencies, forest industries, colleges, and landowners. 

5. Relation of costs to obligations. The relationship is derived 
from year-end balances of selected resources and applicable adjust­
ment as reflected in the following table (in thousands of dollars) : 

1959 1960 1961 1962 
actual actual estimate estimate 

Selected resources at end 
of year: 
Inventories and items 

on order: Stores 
(goods unconsumed 
by projects) . 2,219 2,344 2,500 2,500 

Unpaid undelivered 
orders (appropria-
tion balances obliga-
ted for goods and 
services on order not 
yet received). 7,802 4,494 5,750 7,250 

Advances (payment 
for goods and serv-
ices on order not 
yet received) 123 103 120 120 

TOTAL, selected re-
sources at end 

of year 10,144 6,941 8,370 9,870 

Selected resources at start of 
year(-). -10,144 -6,941 -8,370 

Adjustment of selected resources 
reported at start of year 102 

Costs financed from obligations of 
other years, net (-) -3,101 

Obligations incurred for costs of 
other years, net . 1,429 1,500 

100 -



Object cla1111ification ( In thousands of dollars) 

FOREST SERVICE 

11 Personnel compensation: 
Permanent positions . . . . . 
Positions other than permanent 
Other personnel compensation 

1960 
actual 

52.555 
12.265 
10.034 

1961 
tJtlmate 

61.262 
13.896 
2.305 

1962 
estimate 

63.590 
16.592 
2.805 

TOTAL, personnel compensation 

12 Personnel benefits . . . . . . . . . 

74.854 

4,230 

77.463 82,987 

5,472 5,747 
21 Travel and transportation of persons . 
22 Transportation of things . . . . . 
23 Rent, communications, and utilities 
24 Printing and reproduction . 
25 Other services . . . . . . . 

Services of other agencies . 
26 Supplies and materials . . . 
31 Equipment .. ... . . . 
32 Lands and structures . . . . . . . 
41 Grants, subsidies, and contributions 
42 Insurance claims and indemnities . 
44 Refunds . . . .. ... . . . . 

4,188 
5,177 
2,833 

848 
8,069 
3,186 
9,914 
2,821 
2,041 

11,251 
83 

1,623 

4,439 4,842 
4,858 5,221 
2,505 2,821 
1,037 1,060 
4,945 5,536 
2,799 3,119 
7,489 8,707 
2,711 3,466 
3,634 4,857 

11,306 12,755 
64 64 

799 

Subtotal 131,119 129,521 141,982 

Deduct quarters and subsistence charges . 1,206 1,180 1,238 

TOTAL, FOREST SERVICE 129,913 

ALLOCATION TO DEPARTMENT OF lHE INTERIOR 

11 Personnel compensation: 
Permanent positions . . . . . 
Positions other than permanent 
Other personnel compensation 

TOTAL, personnel compensation 
12 Personnel benefits . . . . . . . . . 
21 Travel and transportation of persons . 
22 Transportation of things . . . . . . 
23 Rent. communications, and utilities 
25 Other services . . . . 
26 Supplies and materials 
31 Equipment . . . . . 

TOTAL, DEPARTMENT OF TilE INTERIOR 

TOTAL OBLIGATIONS 

Personnel summary 

FOREST SERVICE 

Total number of permanent positions . 
Full-time equivalent of other positions 
Average number of all employees . 
Number of employees at end of year 
Average GS grade 
Average GS salary 
Average salary of ungraded positions 

ALLOCATION TO DEPARTMENT OF TilE INTERIOR 

Total number of permanent positions . 
Full-time equivalent of other positions 
Average number of all employees . 
Number of employees at end of year 
Average GS grade 
Average GS salary 
Average salary of ungraded positions 

IOI 

84 
238 
28 

3~9 

12 
8 
I 
8 

l06 
73 
23 

580 

130,493 

1960 
actual 

10,141 
4,873 

13,9IO 
20,048 

6.9 
$5,605 
$4,724 

14 
61 
78 

212 
7.0 

$5,442 
$4,618 

128,341 139,944 

84 85 
222 233 
27 27 

333 345 

13 13 
12 12 
I 1 
9 9 

88 94 
61 69 
18 17 

535 560 

128,876 140,504 

1961 1962 
estimate estimate 

10,990 11,424 
4,012 4,728 

13,683 14,789 
21,336 22,636 

7.0 7.0 
$6,068 $6,069 
$4,808 $4,799 

12 12 
54 57 
71 74 

190 198 
6.8 6.8 

$5,661 $5,781 
$4,618 $4,618 



GLOSSARY OF SELECTED TERMS 

Accrual basis : 
A method of accounting under which transactions are 

recorded in a manner that brings out the significance of 
the various phases of the transactions in relation to the 
specific time period in which they occur. A system 
maintained on this basis develops data on assets, liabil­
ities, revenues, costs, expenditures, and obligations. 

Accrued expenditure : 
The phase of a financial transaction in which goods and 

services are received, representing the incurrence of a 
liability. 

Activity : 
A division of the total effort under a programme into reason­

ably homogeneous work processes, the purpose of which 
is to contribute to the accomplishment of the end product 
of the programme. 

Allotment : 
An authorization to incur obligations and make disburse­

ments under an appropriation within a specified amount 
and time period. Allotments are usually made by the 
head of an agency to responsible operating officials 
within the agency. 

Apportionment : 
An authorization which permits the issuance of allotments 

for the incurrence of obligations and expenditure of 
funds under an appropriation within a specific amount 
and time period. Apportionments are made by the Budget 
Agency to the heads of agencies. 

Appropriation : 
An authorization by the legislature that permits agencies 

to make payments out of identified funds with specific 
limitations as to amount, purpose, and time period. 

Capital outlay : 
An expenditure that results in the acquisition of or additions 

to fixed assets, i.e., one that benefits future periods. 

Cash basis: 
A method of accounting under which transactions are 

recorded to reflect the availability of resources upon 
receipt of cash, and the use of resources at the time that 
payments are made. 

Cost: 
The phase of a financial transaction which measures f he 

amount of goods and services used in achieving a 
planned objective, generally representing the application 
of resources to a programme purpose. 

Disbursement : 
The phase of a financial transaction which measures pay­

ments made, representing the expenditure of funds. 

Function: 
A major division of total organized effort which identifies 

the types of separate services provided to the public 
by the government. 

Fund: 
A sum of money that constitutes an independent accounting 

entity, which is set aside for specific purposes and for 
use in accordance with specific limitations or restrictions. 

Object class : 
An itemization of purchases in terms of the types of items, 

articles, or services needed to carry out planned opera­
tions. 

Obligation : 
The phase of a financial transaction which measures the 

amount of goods and services ordered, requiring the 
future payment of funds. 

Obligation basis : 
A method of accounting under which transactions are 

recorded to reflect the extent to which the government 
is committed to the future payment of funds. 

Performance ratio : 
The relationship between work output and the resources 

(manpower or the cost of objects) used in carrying out 
planned work. 

Productivity ratio : 
The relationship between the end . product output under a 

programme and the resources (manpower or the cost 
of objects) used to turn out the end product or service. 

Programme: 
A division of work performed by an agency which identifies 

that portion of the work that produces an end product 
or service representative of the purposes for which the 
agency was established. 

Project: 
A series of works under an investment programme that is 

carried out for the formation of capital goods - the 
equivalent of an activity under an operating programme. 

Revolving fund : 
A self-perpetuating fund generally established by legislative 

authorization or the appropriation of working capital, 
under which the receipts earned by the fund are used to 
pay the expenditures borne by the fund. 

Task: 
A specific operation forming part of a process of work 

aimed at achieving the objectives of an activity. 

Works: 
A specific part or stage in the construction of a specific 

capital good that represents part of a project under 
an investment programme. 
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