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Part V

THE PERFORMANCE OF PROGRAM BUDGETING AND ANALYSIS
IN THE FEDERAL (GOVERNMENT

SEcTION A

TaE OpreraTION OF THE PPBS 18 THE Execurive BrancH




THE STATUS OF PPB IN FEDERAL AGENCIES:
A COMPARATIVE PERSPECTIVE*

ey Kerra E. Marviy and Axorew M. Rouse

Keith E. Marvin is Associate Director of the Office of Policy and

Special Studies at the General Accounting Office.
Andrew M. Rouse is Director of the Resources Planning Staff at the

U.S. Bureau of the Budget.

In recent months, both the General Accounting Office and the Bureau
of the Budget have conducted surveys relating to the institution and
progress of the PPB System in Federal agencies and the organizational
process by which policy analysis is documented and reviewed. This paper
presents some of the results of these surveys. After reviewing the ex-
pectations for the PPB System. Mr. Rouse and Mr. Marvin discuss the
actual form of the system in the agencies. They present thirteen factors
which have influenced the form of PPB development in the various
Federal agencies. These factors include the attitude of the relevant
Congressional committees toward PPB, the attitude and interest of the
agency head, and the size and qualifications of analytic staffs. They
conclude by isolating those five factors which “appear in each agency
that has made substantial progress toward the development of PPB
Systems for policy decisionmaking.”

Introduction

Much has been written on the purposes of planning-programing-
budgeting (PPB), its uses in analyzing areas of public expenditures,
the applicability of various analytic techniques, the effect of the
PPB process on various public functions and on the Federal political
and agministra,tive environment. While there has been considerable
discussion, little factual knowledge of the organizational impact of
PPB on the civil agencies particularly is available.

The PPB system has been used formally in the Defense Depart-
ment for 8 years and in many civil agencies for 3 years. Enough time
has elapsed to examine the systems created by the Federal agencies.
Such an examination is useful if we are to discern ways of making
the system more effective.

The purpose of this paper is to describe the current status of PPB
in the Federal agencies and the facts which appear to account for
this condition. The paper is based on recent surveys of PPB systems
conducted independently by the General Accounting Office and by
the Bureau of the Budget. These surveys looked at the systems which
had been developed from the point of view of agency management.
They assumed that management would want analysis of agency policy
issues and would want these analyses carried out in a systematic way.

*The authors wish to acknowledge their debt to Herman Galvin of the GAO
and Edwin Harper of the Bureau for their help in writing this paper. We would
also like to thank Lucy Harper for editing several versions of this paper. The
patience of all three, interspersing work on this paper among their other duties,
is much appreciated.

(801)



802

Major aims of the surveys were to ascertain if and how managers
used analysis in decisionmaking and the organizational process for
documenting and reviewing it.

The paper first describes what the expectations for the PPB system
were. It then looks at what was actually created in the agencies. Dis-
cussed are the patterns of development of agency PPB systems and 13
of the factors which appear to have affected the development of these

patterns.
PBB 1x Coxcepr

Just what PPB was intended to be has been a source of some mis-
understanding. There are those who think that PPB is simply the in-
jection of the analytic techniques associated with modern operations
research and systems analysis into the decisionmaking process; they
point out that analysis of sorts existed in many bureaus and agencies
long before the PPB innovation was ordered. Others say that PPB
is a system for decisionmaking; they point out that the men who in-
troduced and supported PPB through the years intended “to develop
a coherent and comprehensive system through the imposition of cer-
tain ,i,?ormal elements of procedure and requirement for documenta-
tion.”?

While the introduction of PPB has undoubtedly led to the cur-
rency of certain tools of analysis common to the field of operations
research and systems analysis, there seems to be little doubt that it
was the intention of both President Johnson and the supporters of
PPB to develop a systematized approach to decisionmaking and not
merely to introduce analytic tools.? Early in the literature of PPB,
Arthur Smithies suggested that such systems serve as the focus of a
process of comparison and coordination. He argued that it involved:

(1) Appraisals and comparisons of various Government activi-
ties in terms of their contributions to objectives;

(2) Determination of how given objectives can be obtained
with minimum expenditure of resources;

(3) Projection of Government activities over an adequate time
horizon;

'(4) Comparison of the relative contribution of private and pub-
lic activities to national objectives; and

(5) Revision of objectives, programs, and budgets in the light
of experience and changing circumstances.

“These operations are inherent in any planning, programing and
budgetary process. Program budgeting mvolves more explicit recog-
nition of the need to perform them than has been traditional. It also
involves the application of new analytical techniques as an aid to the
exercise of human judgment on which choices must ultimately rest.” 3

1A Progress Report on PPB in the Federal Government, a paper prepared for the Com.
mittee for Economic Development by Fred S. Hoffman, former Assistant Director of the
Bureau of the Budget, Washington, D.C., Oct. 10, 1968.

2 While President Johnson launched PPB and gave it strong initial support, hig interest in
more recent years appeared casual. For example, subsequent to the Presidentlal memo of
Aug. 25, 1965, which announced PPB to the civil agencies, only one further official Presiden-
tial paper, other than several paragraphs in the budget messages for fiscal years 1968, 1969,
and 1970, evidence Presidential concern for the status of the implementation of PPB in the
civil agencies. This was a Presidential memorandum of Nov. 17, 1968, on Government-wide
PPBS. While this memo required quarterly reports by the Budget Director on the imple-
mentation of PPB in agencies, such reports, to the best of the authors’ knowledge, were
neither submitted nor asked for.

3 Smithies, Arthur, ‘““Conceptual Framework for the Program Budget” in Program Budget-
ing, David Novick, ed.. Washington, D.C., GPO, 1965, p. 5.
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The early proponents of PPB saw planning, programing, and
budgeting as interrelated activities, each an aspect of a circular process
of decisionmaking; i.e., a new process, not simply the injection of dif-
ferent or new analytic techniques into an already established decision-
making process.*

Three early decisions should be noted since they were aspects of
Presidential expectation and have indeed affected the development of
the system in the Government. These, cited by the former Assistant
Director of the Bureau of the Budget, Fred S. Hoffman, were: )

(1) Assigning to the Bureau of the Budget the role of leading
and monitoring the introduction of PPB in the civil agencies of
the Government; _

(2) Applying the Defense PPB model as a prototype on which
to base expectations for the domestic agencies; and )

(8) Introducing across-the-board PPB in most large civil
agencies.’

The role of the Bureau of the Budget was expected to be primarily
a managerial one. However, the Bureau, because of its need for the
outputs of analysis, soon became as much a user as a monitor of the
PPB system. The ambiguity of the Bureau’s role tended to emphasize
PPB as a Bureau tool rather than a tool of agency policymaking.
Some agencies which looked to the Bureau for help and guidance
found that there was little to be had. The Bureau appeared to be,
contrary to expectation, a demander of their output. The decision
to assign the Bureau a central role in developing the PPB system
left as an unresolved problem the ambiguity inherent in the dual and
sometimes conflicting roles of the Bureau in dealing with the PBB
implementation in agencies.

The institution of PPB in the civil agencies was expected to produce
some of the benefits which had been produced in the Defense Depart-
ment. There is, however, question about the applicability of the De-
partment of Defense’s PPB process as a prototype on which to base
expectations for civil agencies. Because the Defense Department’s goal
is primarily national security, the objectives to be achieved by Defense
programs have been reasonably well defined. On the other hand, most
civil agencies have more undefined, varied and multi-dimensional ob-
jectives than the Defense Department. Further, the Defense establish-
ment had used policy analysis extensively prior to the formal introduc-
tion of PPB and so the technical requirements were not unfamiliar to
people in the Department. However, in the civil agencies, with few
exceptions, systematic policy analysis was rare.

Finally, the across-the-board introduction of PPRB in the civil agen-
cies had at least two important consequences which tended to defeat
what was expected of PPB. One was that hundreds of analysts were
needed, of which there were almost none, either in the Government out-
side Defense, or the private sector. The result was to spread then ex-
isting talent and to literally reclassify as “policy analysts” large num-
bers of men without the requisite training. Result: analytic studies
were extremely variable in quality ; almost non-existent in some agen-

¢ Hitch, Charles, Decision Making for Defense, H. Rowan Gaither Lectures in Systems
Science, University of California, 1985. Novick, David, A New Approach to the Military
Budget, RM-1759, Rand Corp., June 1956. Smithies, Arthur, op. cit., note 3.

8 Op. cit., footnote 1.
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cies. Across-the-board implementation created other problems such
as the need to articulate rapidly program structures to be used in
analysis and output measures.

This, in effect, brought to the surface problems which had been dealt
with for years in an intuitive manner. The lack of quantitative meas-
ures which are related to program achievement and objectives, for ex-
ample, became apparent in the process of developing program struc-
tures and output values. The fact that many structure and output defi-
nition problems remain unsolved creates an impression that PPB has
been unsuccessful. In retrospect, it is clear that the expectations of
Federal agencies exceeded their ability to satisfy.

A complicating environmental aspect is the fact that the executive
decisionmaking process has never operated independently of the leg-
islative bodies. Various subcommittees have become deeply involved 1n
monitoring the execution of the programs authorized or funded by
legislation which they have formulated. The formal approach of PPB
impinged upon the highly variable legislative liaison process. Thus,
each agency considered how it could make use of PPB analysis in sup-
port of ifs particular position within its particular legislative
environment.

As a result of these factors, agencies, left to their own devices, created
a wide variety of systems—none of which has fully satisfied the ex-
pectations of its proponents.

PaTTERNS OF DEVEOPMENT

The formal elements of the PPB process are well known and are
described in detail elsewhere in this collection.* For our purposes,
note that the definition of program structure, analytic study, program
memoranda and program and financial plans have undergone much
change from the days of their Defense Department incarnation. Our
focus is not on the quality of the elements of PPBS but rather on the
way their development has been incorporated into the policy decision-
making apparatus of the agency.

The systems which are emerging in the Federal agencies are not
uniform.® However, agencies can be grouped according to the degree
to which they have developed a decisionmaking process which incor-
~ porates the elements of PPB as these elements seem to fit the environ-
ment, programs, and organizational realities of their agencies.

In placing agencies within these groups, a number of criteria were
used. These criteria were:

(1) The use of and attitude toward policy analysis;

(2) The use of planning as an aid in achieving stated goals;

(3) The development of a process by which planning, the
an?llysis of program alternatives, and budgeting 1s integrated;
an

(4) The adequacy of analytic staffs both in number and
qualifications.

Each of these may be looked upon as a continuum on which each
agency can be placed. Some agencies which conform to one criterion

¢ Sixteen agencles in particular were covered. They are: USDA, HEW, OEQ, Corps of
Engineers, AEC, GSA, Interior, VA, Treasury, Labor, Commerce, Justice, NASA, DOT, POD,
and HUD.

* Further discussion of this issue is found in the paper by Carlson in vol. 2
of this collection.
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may not conform to another. The groupings of the agencies, therefore,
represent the congeries of agency ratings along the various continua.

ive agency groupings are apparent. In one group, analytic activi-
ties have evolved toward integration with the PPB process and their
outputs have been used by decisionmakers; for example, HEW. Agen-
cies in this group also utilize a planning document which displays
future year figures for agency programs geared to agency goals in
many areas. The agencies have either formal or informal processes
by which the outputs of the PPB staffs are fed into the budget process.
That the success of such integration has been sporadic at best reflects
the difficulties of adaptation rather than deep seated resistance to the
injection of the products of policy analysis into the decisionmaking
process.”

In a second group, well-developed analytic activities have con-
tributed to decistonmaking and did so long before the advent of PPB.
The AEC is an example of an agency in this group. The result is that
PPB’s contribution 1in restructuring the decisionmaking process in
these agencies has been marginal.

Detailed PPB processes have been developed in the third group of
agencies; for example, Interior. With the exception of the work in an
occasional bureauw, the materials produced through these processes
have not been used extensively by decisionmakers. guch agencies have
developed one of the aspects of PPB, the process, to a high level, but
have not yet succeeded 1n developing the program analysis and plan-
ning aspects which are the heart of the PPB process.? :

Analysis, most often generated outside the PPB process, has con-
tributed to decisionmaking intermittently in the fourth group; for
example, the Post Office Department. In these agencies, the planning
and analytic effort has been fragmented by relatively strong bureaus,
by separation of the functions in the formal structure, and other dis-
integrative factors.

In the last group, rudimentary analysis generally has been inte-
grated with the PPB process and used at the program or bureau level,
but top level management has used these analyses very irregularly.
GSA 1s an example in this group.

Facrors CONTRIBUTING TO PATTERNS OF DEVELOPMENT

Many factors have contributed to the emergence of the different
agency patterns. Thirteen, in particular, were commonly perceived
to have had some impact upon the form which the development of
PPB took in Federal agencies.? These are:

(1) Confusion among analysts and program managers as to
whom PPB is intended to serve, the agency or the Bureau of
the Budget ;

(2) Duplication of effort seemingly required by PPB as dis-
tinct from the traditional budgeting process;

7The authors conducted over 400 interviews. In only a small number of these was any
objection raised to the purposes or value of analysis in policymaking. More often expressed,
particularly by nonanalysts, was resentment at being uninformed and unconsulted. Also
ts;xpreisstfgd wg;% misgivings about too hasty use of “theoretical” analytic results unsupported

y existing data.

8 Process as used in this paper refers to the procedures, the system for producing PM’s
and PFP’s primarily. This is distinguished from analysis; i.e., substantive studies of pro-
grams and issues.

? There are undoubtedly others. Some of these have been suggested by other commentators
on PPB in the Federal Government. However, the 13 covered here were those most often
mentioned in the GAO and BOB surveys upon which this paper is based.
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(3) The attitude of the relevant congressional committees
toward PPB;
§4 Bureau of the Budget attitude and guidance;

5) The attitude and interest of the agency head;

(6) The qualifications of the man selected to head the central
analytic staff;

(7) The qualifications of both the central and bureau level
analytic stafls;

(8% The size of the agency analytic staffs;

g 9) The age of the agency or its programs;

10) Formal organization, including both comprehensive proce-
dures for the PP% system and the reporting and role relation-
ships of the analytic functions to policymaking executives;

(11) The susceptibility of the agency’s mission to analytic ef-
fort, notably the difficulty in designing benefit measures;

(12) The degree of congruity between the PPB program struc-
ture and the agency’s organization structure ; and

(13) The difficulties of developing appropriate data and ac-
counting systems.

CONFUSION AS TO WHOM PPB SERVES

One factor which has had a most important effect upon the pattern
of PPB development in the agencies has been diversity in perception
as to whom PPB serves. In some agencies, personnel in general and the
agency head in particular have seen PPB as a tool in agency decision
making. In other agencies, frequently reflecting the indifference of the
agency head, most agency personnel have seen PPB largely as a re-
quirement of the Bureau of the Budget.

In those agencies where PPB is perceived as serving a Bureau
need, the PPB innovation has been viewed largely as a budget justi-
fication requirement. In other agencies, PPB has increasingly been
seen as a system for improving decisions within the agency, but even
here there are variations in perspectives. There are some agencies
where the tool has been regarded largely as a mechanism serving
the agency head, developing information upon which he may make
his decisions. In others, the process has been viewed as useful to
program and bureau chiefs as well,

These perceptions of agency personnel have had an important im-

act upon the organization and the working relationships of the

PB function in the agency. In those agencies which see it largely
as a BOB tool, more often than not the PPB responsibility has been
divided between analytic and process activities; each of these report-
ing to a different agency official. In many of these agencies, program
memoranda and program and financial plans are prepared by units
which are responsible for preparing more traditional budget justifi-
cation materials. Analytic activity, 1f any, is separately staffed. These
activities frequently serve as a staff resource to the agency head
working, in most cases, outside the context of the agency’s PPB
process. On the other hand, in those agencies seeing PPB as an
agency tool, it has been integrated under a single official, more often
than not the agency head.

A key force in the development of the agency’s perception of
PPB appears to have been tge agency head. In those agencies in
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which the agency head has been indifferent to the development of
PPB and has used the results of analysis intermittently, for advocacy
of programs or for organizational control, PPB has usually been
seen as a Bureau of the Budget tool. Where the agency head has
been either strong in his support or passive in his support, but has
recruited strong leadership for the PPB unit, the PPB system has
more often been regarded as an agency decisionmaking process.

DUPLICATION OF EFFORT—PPB AND TRADITIONAL BUDGETING

Budget decisionmaking in most agencies is described as a “two-
track system,” the traditional budget process being one “track” and
the PPB system, the other. Associated with each “track” are different
documentation requirements, classifications, and data systems.

The pattern of linkage between the two “tracks” in the advanced
PPB agencies has been different from that in the slower agencies. In
the latter, it was hard to find evidence that the two “tracks” have
been functionally relevant to each other ; there has existed little interest
in or use of the crosswalks which would relate appropriation budget
categories to PPB program categories. Budget and PPB units carried
on their affairs almost without reference to the work of the other.
However, in those agencies where substantial progress has been made,
there was general agreement that PPB had made some impact upon
budget decisionmaking. In one of these agencies, OEQ, the budget
function has been absorbed by the PPB unit. In another, HEW, the
program and financial plan {;as been used as a source for internal
budget targets at the beginning of each budget season.

In the slower agencies, relationships between the PPB and the
budget activities were often strained. Budget units frequently claim
difficulty in satisfying the requirements for data of the PPB activity;
and that the requirement for PPB documentation represented little
more than “make work.” It is not surprising that these sentiments
still exist if the DOD experience is taken as a model of the manner in
which PPB and traditional budgeting interact. After all, the Defense
Department started to integrate the program and traditional budgets
in the 1950’s and this integration has only recently been accomplished.

CONGRESSIONAL ATTITUDE

The attitude of the Congress toward PPB is not entirely clear but
whatever it is, it is not umiform. Individual members and committees
have expressed a variety of attitudes varying from a desire to obtain
direct outputs of PPB, to advocacy, to curiosity, to skepticism. Interest
in PPB has been expressed infrequently, suggesting that the Congress,
in general, has not considered this innovation in the executive decision
process as very important to the legislative bodies. In one case, for
example, the chairman of an appropriations subcommittee has ex-
pressly prohibited any salary expenditures for PPB personnel in one
agency. The agency, not surprisingly, has made little progress toward
developing a PPB system or integrating it into agency decisionmaking.
Even here a cause/effect relationship is difficult to establish becaunse
many of the agency professionals express an anti-PPB bias. Some
Members of Congress, however, are now asking for the analytic studies
and agency plans which the PPB system has produced. This interest,

27-877—69—vol. 3——2
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unlike the past indifference, may have an important effect on agency
PPB development.

Agencies, regardless of how they have progressed in implementing
PPB, claim to have used analytic studies often to generate and support
legislative changes. However, there is little evidence of this use to be
found in the legislative hearings.

BUREAU OF THE BUDGET ATTITUDE AND GUIDANCE

While officially the Bureau supported PPB, among the Bureau’s
examining units the attitude has been more ambivalent. In general,
even negative Bureau examiner attitudes, in the cases where they were
apparent, have not led to noncompliance with requirements, but
rather have affected the time and emphasis placed on submission of
program memoranda and program and financial plans. Consequently,
examiner attitude had little effect on the patterns which developed.

The Bureau’s clearest impact upon the development of the PPB
system in the agencies has been through its issuance of formal guidance.
Agencies, to varying degrees, have relied upon it as the mechanism to
force their bureaus to submit PPB materials and to inject the ana-
lytic staffs into agency information flows. In a few agencies which
have made relatively little progress toward the injection: of system-
atic analysis into the agency decision process, the Bureau of the
Budget’s general guidance has been only slightly recast and promul-
gated as agency procedures. Not unexpectedly, these agencies are also
among those that have regarded the PPB system as a Bureau tool.

AGENCY HEAD ATTITUDES

The attitude of the agency head has been the single most important
factor in the development of a PPB system and its integration with
the agency decisionmaking system.

Where agency heads have supported analytic effort, agencies have
made substantial progress toward the integration of the PPB sys-
tem and the decisionmaking process. Agency head support is most
clearly evidenced by requests for and use of analytic studies. In all of
the advanced agencies, the agency head has used the PPB outputs for
Iéolicy decisionmaking as well as subsequent advocacy of his position.

everal of the agency heads also have used PPB outputs to assist them
in coping with agency biases and occasionally in reviewing program
performance.

Where agency heads have been indifferent toward the development
of systematic analysis and planning processes, agencies have made
less substantial progress. In most of these agencies, there are instances
of the sporadic use of policy analysis. More often than not, however,
the examples reflect ad hoc¢ requests for analysis to be used for ad-
vocating new programs. These studies are generally produced outside
the framework of the PPB process.

Three reasons often cited for agency head indifference were: wide
experience in the agency’s program area; professional background
which leaned toward bargaining or argument as issue resolving tech-
niques; and finally, strong agency constituencies whose interests would
not be served by the kind of policy analysis contemplated by the PPB
system,
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QUALIFICATIONS OF THE HEADS OF CENTRAL ANALYTIC STAFF

The successes of those agencies which have made progress toward the
development of PPB have been attributed to the quality of leadership
of the central analytic staff. There appear to be some attributes which
all of these men have in common. First, they were generally acknowl-
edged to have strong analytic skills. While, in some cases, there was
little evidence of strong managerial competence in their backgrounds,
they were all known as aggressive men, interested in developing sys-
tematic analysis as part of the decisionmaking process Finally, each
of them, early in their tenure, undertook one or more studies which
were intended to demonstrate the value of systematic analysis to
their agencies. i

There are similarly qualified analytic staff heads in agencies which
have made relatively little progress. The difference appears to lie in
the attitude of the agency head, Where a strong staff chief has been
indifferently supported but not hampered, he seems to have been able
to operate effectively. On the other hand, where a strong staff head
has been unsupported, where the agency head either has not reviewed
analytic results, and/or has not had the analytic shop reporting
directly to him, the staff chief has had little impact. imilarly, in
agencies having interested agency heads, but comparatively unqualified
central analytic staff heads, the staff heads have had little impact.
Consequently, a qualified central analytic staff head appears to be
necessary to the development of a useful PPB system, although such
a staff head is not sufficient to guarantee progress in the face of a
nonsupportive agency head.

QUALIFICATION OF STAFFS

Table 1 summarizes personnel data on approximately 800 analysts
in 16 domestic agencies. Included are data on the education, training,
and work experience of members of staff identified as spending most of
their time on special analytic studies, writing program memoranda
and program and financial plans.

The advanced agencies have staffs which have had more formal
education, more recently acquired training, have spent fewer years
in the agency, and have had broader experience than the staffs in the
less advanced agencies. The central staffs of the agencies which have
made progress differ from their bureau staffs in the same ways.

It is interesting to note that in the less advanced agencies, the
differences in the characteristics of the central and bureau staffs vary
in much the same way as for the agencies which have made progress.
While there are differences between the central and bureau staffs in
the recency of degrees, for example, in general the qualifications of
central staffs of the slower agencies appear to bear a similar relation-
ship to bureau staffs as do the central and bureau staffs in the more
advanced agencies.

In short, the advanced agencies have better qualified staffs, but
central staffs are, in general, better qualified than bureau staffs in these
agencies. Central staffs in both advanced and slower agencies bear
similar relationships to their respective bureau staffs.



TABLE 1.—BACKGROUND OF ANALYTIC STAFFS! BUREAU COMPARED TO CENTRAL ANALYTIC STAFFS,? 16 SELECTED DOMESTIC AGENCIES

Education and training

Work experience

Percent staff
Years of formal Recency highest Percent staff  Percent staff PPB quantitative  Percent staff broad Average years
education degree (years)  quantitative major training experience experience present agency
Central® Bureaut Central2 Bureaut Central® Bureaut Central® Bureaut Central® Bureaut Centrals Bureaut Central3 Bureay ¢
Average for 3 agencies making progress
toward use of analysis and planning in de-
cisionmaking....__._____.______ P 18.4 17.5 8.6 16.1 47.9 53.6 18.6 24.4 28.1 23.8 56. 8 21.4 2,8 7.9
Average for 16 agencies._________._____ . 17.7 16.8 13.4 13.9 47.9 39.5 25.4 27.7 37.8 23.9 35.9 19.3 6.5 8.3

! These data'are derived from analysis of personnel data supplied by agencies on professionals identi-
fied as analysts meeting the following definition: professional involved most of the time (more than
50 percent in carrying out special analytic studies associated with issues generated within the PPB
system and/or writing program memoranda and program and financial plans.

2 OEO, USDA, HEW, VA, GSA, AEC, Corps of Engineers, Labor, Treasury, NASA, Justice, POD
HUD, DOT, Commerce.

3 Central analytic staff,

4 Agency bureau staffs as a group.
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S8TAFF SIZE

_ PPB staff size is difficult to ascertain. First, the PPB staffs cannot,
in all cases, be considered incremental, required solely for PPB. Some
of the analytic and planning responsibilities of the PPB staffs were
performed prior to the implementation of the formal PPB system and
would continue in its absence.

Second, identifying the PPB analysts was another kind of problem
encountered in assessing the personnel resources involved in PPB.
Different definitions were used in the Bureau and GAO surveys. These
generated different responses by the agencies. Given the differences
in definition, however, the responses were compatible. Third, part of
the difficulty also lies in the fact that the agencies themselves are not
clear on who is and who is not a PPB analyst.

With these caveats, there are about 1,600 full-time PPB employees
in the 21 agencies surveyed by GAQ.1° Another 2,100 employees spend
part time on PPB for an additional full-time equivalent of about 900
full-time PPB employees. The grand totals are 2,500 full-time equiva-
lent employees allocated to the planning, programing, and budgeting
functions.

The impact of the sufficiency or insufficiency of staff size upon the
development of the agency’s PPB system is also difficult to assess. Sev-
eral agencies which have made very little progress—HUD, for exam-
ple—are understaffed, but so is HEW which has made significant prog-
ress.”t AEC isunderstaffed but is one of the agencies which has a well-
developed analytic process. These inferences suggest that the total
agency staff size has not had a great impact upon the agency’s develop-
ment of PPB unless the staffs are so small as to be a mere nod toward
a policy analysis function.

The size of the central staff, however, seems to have been of some
significance. In all of the agencies which have made substantial prog-
ress, the central staff has at least sufficient staff to provide an im-
portant analytic capability.

AGE OF AGENCY OR AGENCY PROGRAMS

New programs and old bureaucrats are often mentioned as major
roadblocks to the development of PPB.

Pressures for the est(%lishment of program apparatus for new pro-
grams have made the deliberate approach of the PPB process appear
an undesirable burden to top program officials. Consequently, agencies
with new programs, such as EDA or HUD, frequently have not devel-
oped a PPB process with the same speed as they have developed their
program apparatus.

The argument is often made that in older bureaus well-developed
procedures and entrenched bureaucracies make it very difficult to
change the decisionmaking process, a fact which accounts for the slow
development of PPB in such organizations.

There are good examples which support both the “new program”
and “old bureaucrat” arguments and equally good examples which

10 The agencles surveyed by the GAQ include the following : Post Office, Commerce, Treas-
ury. GSA, VA, NASA, DOD, AEC, DOT. Corps of Engineers, HEW, DOL, HUD, OEOQ, NSF,
USDA. Interior, USIA, State. AID. and Peace Corps. .

1 The sufficlency of staff size was estimated by using the DOD Office of Systems Analysis
as a standard for central staffs, and a generous workload capacity estimate to establish a
range within which the total agency staff size should fall.
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demonstrate the opposite of each propostion. However, it does appear
that in older bureaus, the pattern developed for the implementation of
PPB tended to emphasize process, and the few analyses prepared have
relied heavily upon less complex techniques. Agencies with very new
programs did not develop analytic processes at the same pace as they
geared up the new programs.

FORMAL ORGANIZATION

The Bureau’s PPB instructions to the agencies have provided very
general guidance, allowing for agency adaptation of the PPB system
to its own needs and peculiarities.

In almost all agencies, even those with well-established analytic and
planning activities, the day-to-day responsibility for the PPB func-
tion has been assigned to newly created units at both the central and
bureau levels. The structure of these units and the formality and
detail of the PPB procedures established vary widely from agency
to agency. T'welve formal organization patterns in fact have emerged
among the 16 domestic agencies studied.”

Those agencies making substantial progress have a very similar
formal organization pattern. They each have:

(1) Integrated reporting relationships for both the analytic
and process elements of PPB ;

(2) The responsible unit reports to the agency head;

(3) The agency head formally reviews the analytic studies
and the program memoranda, injecting the results of analytic
effort into agency policymaking ; and

(4) The agency has promulgated detailed procedures, often
down to field units, dealing with required inputs for the plan-
ning and analytic process.*

The formal organization of agencies which have made less progress
may have some of the above characteristics but they tend also to have
one or more of the following :

(1) Split reporting relationships for analytic and process
activities;

(2) Responsible units report to assistant secretaries;

(3) Absence of detailed procedures; and
: (4) Intermittent or no review of analytic output by agency
head.

While much has been said about reducing conflict between budget
and PPB units in agencies by the combination of the two, this has
occurred in only two agencies—DOT (very recently) and OEQ. The
formal arrangement differs in each and in both cases, results are
still completely speculative.

SUSCEPTIBILITY TO ANALYTIC EFFORT

Some arﬁle that wide variation in mission makes for va,ryin% de-
grees of difficulty in applying PPB. Nothing inherent in the subject

Slﬂ Agencies with PPB systems not included are DOD, USIA, AID, Peace Corps, SBA, and
NSF.

13 It should. be pointed out that the extent to which procedures are formalized and detailed
should correspond to the extent to which PPB responsibilities have been decentralized within
the agency. Where staffs are small and centralized, as in many regulatory agencies, the need
does not appear pressing.



813

content of any agency’s program mix should impede PPB analysis,
although organizational lines may do so.

Frequently heard is the complaint that output/benefit definition
is not possigle for many programs. While such measurements are
difficult to define in many program areas, some of both advanced
and slower agencies have ylelded to the temptation of using inter-
mediate outputs in place of program benefits. This avoided wrestling
with benefit definition, the role of secondary benefits, and like prob-
lems, but it does so at substantial cost to program evaluation capa-
bility. The factor, in short, does not appear to have affected the
pattern of development of PPB in the agencies, although it has been
used as justification for the slow rate of progress made by many
agencies.

PROGRAM STRUCTURE

Whether existing program structures aid or impede analytic effort is
often discussed. One reason for this is the importance attached to
structure in Bureau guidance. Another is the implication for Gov-
eia:rnlment-wide planning and analysis, a subject which elicits strong

eelings.

Angsood structure should ease the analysis of agency activities
directed to the same or similar objectives. However, analytically sound
structures will not insure progress in integrating analysis into policy
decisionmaking. Similarly, analytically inept structures do not make
success impossible. There does appear to be a relationship between the
progress of PPB and structure. The slower developing systems are
frequently characterized by program structures which resemble agency
organization structure. What seems to follow from this is that the PPB
analyses and displays become collections of supporting information for
the particular means employed by the organization, without due con-
sideration of alternatives whose adoption might require changes in
entrenched activities or even more shattering, involve administration
outside of the organization.

APPROPRIATE DATA AND ACCOUNTING SYSTEMS

Fundamental to analysis is credible cost and output data. However,
few agencies have systems which produce the timely, routinized cost
and output information appropriately classified for use in analysis.

The least difficult to get are costs expended in the aggregate for vari-
ous time periods. More difficult is obtaining reliable information about
the achievements of the programs, that is, quantitative outputs for
given periods of time. Therefore, it is also difficult to determine unit
costs of the services or other achievements of the programs.

The problem of finding usable quantitative measures of achievement
for many programs has been discussed briefly above. The special
requirements for data for this purpose have frequently been misunder-
stood. These needs have not been integrated into the routine accounting
procedures, although there are currently some significant projects
underway, for example, in the Department of Labor, which have this
as one of their objectives.

Some of the impediments to developing appropriate data systems
stem from the fact that organizational lines and program structures
do not coincide. The requirement for accounting on a program basis
is superimposed across organizational accounting requirements. The
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practical difficulties in accounting for costs of all kinds under such
circumstances has led to the use of estimation and statistical allocation
methods which are seen as an imposition but have been prepared on an
“as required basis” in almost all agencies.

Generally, agencies have depended on ad hoc data collection for
their analytic studies. Some analysts in both advanced and less ad-
vanced agencies have become inventive, creating personal data files
and ingenious data constructs to substitute for regular reports on costs,
intermediate outputs and the benefits resulting from agency expendi-
tures.

This creativity has been required particularly in agencies having
programs in the form of formula grants to States and localities. In
these agencies, neither cost nor output data is identified by the formal
systems in the detail required to relate it to specific objectives within
the broad statutory categories. Various studies are underway which
may ameliorate these data systems problems.**

CoxNCLUSIONS

None of the factors discussed, taken alone, cause the patterns of
development of PPB in Federal agencies. Many of them in combina-
tion make up the fact of an agency’s adaptation to PPB. Which seem
to have had the greatest impact upon PPB development? The authors
find that five factors appear in each agency that has made substantial
progress toward the development of PPB systems for policy decision
making. These are:

(1) The active support, both formal and informal, of the agency
head. He evidences support by asking for, using, and talking about
analytic studies; and by encouraging the systematic production
of these studies and the action documents based on them;

(2) Leadership of the central analytic unit by an executive
with recognized analytic experience, managerial skills, and an
aggressive interest in developing a systematic process for the pro-
duction and use of analysis in his agency ;

(3) A general perception in the agency that PPB is essentially
an agency decisionmaking tool rather than a Bureau of the Budget
requirement;

%4; Qualified agency stafls; and
5
unit.

In addition, the more successful agencies have evidenced a tolerance
of the differences between the analytic and budget processes, permit-
ting effective interaction of the two “tracks” at appropriate points
during the year. That these are frequently not formal interactions only
emphasizes the fact that policymaking and systematic planning and
analysis are still loosely connected.

Sufficient agency staffs, particularly in the central analytic

14 Examples of efforts to improve the information systems of agencies are :

Agency Study or erperimental system
Post office Postal Source Data System.
DOT Transportation Information Program.
Labor —- ‘Touche, Ross, Balley & Smart study on accounting and
management information systems.
Commerce Study with Technical Analysis Division of Bureau of

Standards to improve Department information

system,
HEW e Lindsley, Noble & Associates study on accounting
systems.
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SYSTEMS FOR ANALYSIS: PPB AND ITS ALTERNATIVES

BY ALLEN SCHICK

Allen Schick is Research Associate at The Brookings Institution.

PPB is not the only methodology for the systematic analysis of public
choice. Dr. Schick here examines the strength and weakness of the
conception of the PPB system—'not its operation”—relative to alterna-
tive approaches to public expenditure analysis. The major drawback he
finds in the current PPB system is its excessively close ties to the
budgeting process. There are many factors which make our budgeting
process “antianalytic”, and an inhospitable environment for analysis:
rigid traditions and time schedules, the insularity of budgeting from out-
side happenings, and the reluctance of budget officials to depart from
traditional programs or areas of concern.

Several considerations are essential in appraising alternative ap-
proaches to analysis. Should we emphasize the structural or analytic
aspects of “systems analysis”? Dr. Schick provides evidence that both
are important. Should the system for analysis be oriented toward Presi-
dential perspectives or agency purposes? Should it be applied across the
board or only to selected agencies? Dr. Schick suggests that although an
across the board Presidential system may be desirable in the long-run,
in the short-run the most effective approach would be to encourage eco-
nomic policy analysis in those agencies which are most receptive or at
least not hostile to it.

Dr. Schick outlines four alternative systems for analysis—crosswalk
systems, two-track systems, analytic budgeting, and a policy planning
system. The adoption of the crosswalk system is criticized for linking
policy analysis too closely to budgeting and, hence, restricting it. “Un-
less analysis is somewhat insulated from the budget function, there is a
danger that it will be preempted by the control and management routines

of budgeting. . . . If policy analysis is to flourish, it will have to be res-
cued from budgeting.”
Introduction

PPB is only one of several possible systems for the analysis of
public expenditure policies. It was the system pioneered in the Defense
Department and later extended to other Federal agencies, and it is the
system that is now being applied in many State and local governments.
But PPB is not the only methodology for the systematic analysis of
public choice; there is no @ priori justification for the premise that it
is the best of all possible systems. Moreover, the type of PPB used is
not the only possible form; within the general PPB framework a
number of alternatives are available. Three budget cycles have run
their courses since PPB was promulgated in 1965; yet there is little
to show for all the effort. There have been too many costs and too few
benefits. It behooves public officials to examine their handiwork to
determine whether it is the most appropriate and effective instrument
for bringing policy analysis to bear on public policymaking.

I do not intend to compile a list of PPB defects and problems or to
evaluate the application of PPB in Federal agencies.” I propose to
appraise the conception of PPB (not its operation) and to compare
it, with alternative systems. First, however, I will consider several

Further discussion of this issue is found in the paper by Marvin & Rouse
in this volume,
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questions relating to the purpose and scope of policy analysis:
(1) Why is the budget process nonanalytic or antianalytic? If budget-
ing were inherently analytic, or at least encouraged the use of analysis,
there would be no necessity for a new analytic system. (2) Is a
systems approach the most effective way to enhance the analytic
caliber of public choices? Perhaps it would be more efficacious to
promote analysis without any regard for its systems character. (3) Ifa
systems approach is justified, what should be its mission and scope—
presidential or agency, selective or across the board ¢ (4) What should
be the scope and focus of analysis—public benefits or program effec-
tiveness? The answers to these questions affect the kind of analytic
system that is appropriate for Federal operations.

Trae NoNanavyric Basis or BUpgeTIiNG

Some decades ago Walter Lippmann noted that the world outside
does not correspond to the pictures in our heads.* Man’s view of the
world is stereotyped, formed by media and other secondary influences,
not via first-hand experiences and observations. Lippmann was writing
about mass man who has little primary cognizance of the world as it is,
but his generalization often applies to the public official who has com.
mand of the decisional institutions and tge media of influence. Bu-
reaucratic man perceives the world through the routines and roles that
govern the daily affairs of public agencies; budgetary man’s view is
shaped and bounded by the accounts and forms that supply the bits and
pieces from which the budget is aggregated. What is the connection
between the figures inside the budget and the world outside? The pre-
dominant liberal stereotype seems to be that higher public spending
yields higher social returns. The usual conservative view is that greater
public spending produces waste and a net decrease in social welfare,
Suppose one wanted to test these contradictory images against reality
in the case of the Safe Streets Act: What is the relation of more Fed.
eral money for law enforcement to my ability to walk home or through
the park safely at night ? This is not the kind of question that ordinarily
is raised or answered in the course of budget making.

The answer cannot be derived from the figures in the budget or from
the data collected during the budget cycle. The budget view is insular,
riveted to the figures inside, not to what happens outside government
as a consequence of public choices. The budgeter’s points of reference
are what was spent last year, what is mandated by existing legislation
or by price and workload increases, and what is the revenue outlook.
Although he may be dedicated to the improvement of health, the
budgeter can give very little formal and precise attention to the impact
of public expenditures on health,

At the very minimum, an analytic disposition in budgeting demands
that the figures in the budget be explicitly and reliably related to the
world outside. Of course, that is not all that is required, but one cannot
make analytic budget decisions without linking the expenditures to
real world outcomes. Accordingly, before any system for analysis is
prescribed or tried, one ought to be informed of the forces that have
made contemporary budgeting nonanalytic (or antianlytic). After all,
there were almost 50 years of budget experience before PPB arrived

! Walter Lippmann, Public Opinion (The Macmillan Co., 1922).
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on the scene. Formative practices have hardened into traditions that
cannot be dislodged easily. Here are some of the factors that have
contributed to the current state of affairs in budgeting.?

The routinization of budget choice—Budgeting has become one of
the triumphs of bureaucratic order and regularity. The books are
opened and closed for each fiscal year, the accounts maintained, and
the forms filed, all with fidelity to the deadlines and the rules. This
routine invites insulation from the winds of change that blow out-
side. Budgeting comes to esteem and rely on that which can be rou-
tinized ; the things that can be routinized often are the matters pertain-
ing to the operations of public agencies rather than to outside events.
A Gresham’s law is at work: routine drives out analysis.® The forms
and routines force one’s attention to the worksheets and the ledgers,
away from the ghettos, hospitals, or schoolrooms. The massive paper-
work spawned by Circular A-11* deals with the business of public
agencies, and only inferentially with the quality of education or the
inventory of housing. It is commonplace to speak of the potency and
political implications of the budget process, but the facts often are
otherwise. Of the incalculable number of manyears spent on the
budget, only a few are spent on making decisions. For the most part,
budgeting 1s the costing out of decisions already made rather than
making the decisions themselves. If one wishes to alter the course of
events (usually this means new program starts rather than termina-
tions), often one must use the less routinized channels of legislation
making rather than the formal apparatus of the budget. While the
nonanalytic tendency exists at all levels of the budget process, it is
especially pronounced within the agencies. At the central levels, in
the Bureau of the Budget, there is considerably more freedom from
routine and concentration on program issues. (See “Budgeting from
the bottom-up,” below)

The control of conflict.—Budgeting is a tribute to the art of conflict
management. Billions of dollars are at stake, but the competition is
played according to rules that limit the scope and intensity of con-
flict. The insularity of budgeting from outside happenings is one of
the means of limiting conflict. If budget choices were made explicitly
in terms of external events and objectives, the participants probably
would be divided over the conditions outside and the proper govern-
mental role. Moreover, the disputes would spill into public arenas
and not be confined to the privacy of executive discussion and negotia-
tion. The insular perspective of budget making allows the claimants
to bargain according to conflict-limiting guidelines such as last-year’s
level of spending. These are nonanalytic rules which reduce conflict
by providing each budget claimant a measure of security and status.
It budget choices are to be made in terms of input-output relations,
the bureaucracy will have to tolerate the higher level of sustained
conflict that accompanies the questioning of existing courses of action
and the analysis of alternative opportunities.

2 Aaron Wildavsky’s The Politics of the Budgetary Process (Little, Brown & Co., 1964) is
an excellent and interesting source for studying why the strategies and roles of the par-
ticipants leave little opportunity for analytic budgeting.

3This use of the term is adapted from James (.% March and Herbert A. Simon, Organiza-
tions (John Wiley & Sons, 1958), p. 185, who explain: “* * * when an individual is faced
both with highly programed and highly unprogramed tasks, the former tend to take prece-
dence over the latter even in the absence of strong overall time pressure.”

4 Circular A-11 is the set of instructions issued by the Bureau of the Budget for the

preparation of budget estimates by the agencies. It contains a large number of forms and is
the basic document used in the preparation and review of agency requests.
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Budgeting from the bottom up.—The lower one descends in a bu-
reaucracy, the more provincial and confined are its perspectives. In the
bowels of an organization, the view is almost entirely insular, shaped
by the flow of paperwork from one desk to another. Lower downs
commune with other bureaucrats, usually their peers and immediate
superiors. They have few transactions with outsiders, or only with
outsiders who are their direct clients (for example, hospital patients
and social security recipients). Higher officials move in broader circles
where outside ferments are closely related to their work. They also
handle a more diverse range of assignments and are not as constrained
by the administrative routines of the organization. It is consequential,
therefore, that the budget is built from the bottom up rather than from
the top down. In most instances, lower levels formulate their estimates
with minimal policy guidance from above. Their mode of operation,
inevitably, is to consult the accounting records of previous spending
and to adhere to the formal rules. They have little incentive or capabil-
ity to explore possible departures from established programs, for they
lack both analytic insight and central perspectives. Accordingly, the
budget presented by the President is largely the nonanalytic aggrega-
tion of bits and pieces appropriate for lower level choice. It is whole
or systemic only in the sense that the parts are totaled into larger
categories for presentation as a unified document.

The limits of budgetary intelligence—Nowadays, public officials are
faced with a revolution of rising 1gnorance. As the variety and scope of
Federal programs have expanded, it has become increasingly difficult
to relate what is decided in the bureaucracy to what happens outside.
The rise in public entanglements (intergovernmental, interdepartmen-
tal, and public-private) has outpaced our ability to supply sure and
accurate answers. No one can speak with certainty of the impact of Fed-
eral aid to education on ghetto children via title I of the Elementary
and Secondary Education Act. Where there are no answers, soon there
will be no questions, for there always is a deadline around the corner
and a job to be done. Paralysis by analysis (the not-so-kind epitaph
applied by some prominent critics to the McNamara approach) is not a
welcome pastime among officials who would rather have settled deci-
sions than better data. When a budgeter maintains his insular view,
he can sharply cut down the difficulties of deciding, for he eliminates
from the picture most of the variables that cannot be accounted within
the organization. The budgeting and administrative reporting proec-
esses are tooled up to produce masses of information on what is being
spent, but only the most scattered information on the effects of public
spending. To put together an analysis that is adequately informed is
at best a difficult task. Often the final product is flawed by telltale signs
of guesswork and patchwork. Budgeting’s repertoire of nonanalytic
data is keyed to its cycle of routines and deadlines, not to top-level
program choices. Even when special reports are made by contractors
or task forces, they usually are outside the stream of budgeting. To
obtain estimates on objectives or effectiveness, one must track down
forgotten reports and neglected pilot studies. Sometimes no data is
available, regardless of the inventiveness or industry expended in the
search. It is no wonder that many of the early PPB analyses have been
1statements of what is not known or specifications of what ought to be
known.
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An organization is encouraged to analyze if it knows the relation
between what it does and what happens. It might be argued that anal-
ysis is more essential when the link between programs and results is
unknown or uncertain. But often the opposite will occur; the organiza-
tion will be deterred from analysis if it lacks satisfactory knowledge
of the impact of its decisions. After all, if you are ignorant about the
connection between action and results, why analyze; it’s a lot better
to try many things at once in the hope that a few might work even if
the rest don’t. This is particularly true in the crisis atmosphere of
current urban and antipoverty programs.

The net effect of the budget traditions described above is to foster
an environment that is hostile to analysis. The incremental routines
vividly described by Wildavsky are the very antithesis of analytic
budgeting. Given this nonanalytic condition, it is necessary to ask
whether the analytic enterprise should be as closely tied to budgeting
as it is under PPB. Perhaps the prescribed linkage of analysis (and
planning) to budgeting will inhibit rather than encourage usable
policy analysis. This is a question to which I will return in subsequent
sections.

SysrEMS OR ANALYSIS?

Two popular terms have been brought together in the systems anal-
ysis concept. This alliance is predicated on faith in the compatibility
of systems and analysis. Yet these terms represent divergent concep-
t%;)r}s of the appropriate means for enhancing the quality of public
choice.

The analytic position has been presented by Aaron Wildavsky in his
paper published in this collection.* Wildavsky argues that the best
way to improve the supply and use of analysis is to drop the systems
framework and to pursue analytic opportunities wherever they are
available. Although his arguments are directed against the PPB sys-
tem, they are applicable to all systems approaches. At the core of the
analytic view is the fear that systems inevitably detract from analysis,
that they impose considerable costs of their own, and that policymakers
lose sight of their analytic goals and get bogged down in the routines
and requirements that are mandated by the system. In an analytic
approach, there would be no overarching information or decisional
system (such as is imposed by PPB’s program categories). Nor would
there be any formal procedure for commissioning analytic studies and
for feeding the studies into decisional channels. Rather the analytic
enterprise would be sparked by the native interests of top officials and
by spasmodic opportunities for analysis.

The systems approach is grounded on the conviction that analysis
will wither unless it is sponsored and done within an established de-
cisional structure. Those who favor the systems tactic are mindful
that analysis is the main event and that a system is no better than the
analytic choices it produces. It cannot be denied that the prevailing
system’s prodigious amount of paperwork requirement has retarded
analysis. Nevertheless, the case for systems remains valid, though sys-
tems people have become somewhat alert to the need for a system that
does not impede analysis. But it is not easy to routinize analysis with-

sFurther discussion of this issue is found in the paper by Wildavsky in this
volume.
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out making the analysis routine. In order to ensure favorable condi-
tions for analysis, systems should be designed with a minimum of
formal specifications. And all systems requirements should be tested
in terms of the analytic ends they are intended to further.

If analysis is the objective, why not discard the systems framework
altogether? Budgeting’s antianalytic posture makes it essential that
some structure for analysis be provided. To advocate analysis without
providing a framework within which it can be done and used is an
empty gesture. The utter impoverishment of the budget process from
an analytic standpoint attests to the need for some new spur for
analysis. Before PPB there was no bar against analysis, but the in-
cremental rules and routines effectively preempted public expenditure
analysis. If budgeting were analytic or receptive to analysis, the case
for a systems approach would be weak. But one cannot divorce the
systems versus analysis issue from the established budgetary context
and traditions. While he has forcefully argued against systems budget-
ing, Wildavsky has compiled the evidence which justifies a systems
approach.

The contrasting experiences of two municipalities in the forefront
of local PPB applications suggests the necessary relationship of sys-
tems and analysis. Philadelphia began its PPB efforts on a systems
basis. The first order of business was the construction of a citywide pro-
gram structure that cut across departments and brought together pro-
gram elements that were dispersed in a number of agencies. Concomi-
tant adjustments were made in the accounting structure and the basic
information systems. But all this systems apparatus did not produce a
substantial analytic payoff until the city established analytic teams to
handle specific 1ssues. New York City began on an analytic track. In
testimony before the Joint Economic Committee, New York City’s
budget director explained :

Our overall approach has, deliberately, been opportunistic, rather

than systematic and comprehensive. We have concentrated our

efforts on analysis, rather than on program structure and ac-

counts, and we have focused on sectors of high apparent vield.’
Despite its analytic start, New York City recently found it desirable
to establish a PPB system that far exceeds any other government’s in
its specification of forms and procedures.® The lesson of these experi-
ences is that regardless of where you begin, sooner or later you will
have both systems and analysis. If there is no system for analysis,
there will be a lack of analytic data and the demand for analysis will
wane.

In plotting the implementation of PPB, the Bureau of the Budget
tried a middle course.* It prescribed a minimum of procedure and
documentation, but even that minimum was perceived in the agencies
as a call for technique rather than analysis. The standard BOB-agency
relationship and the forceful manner in which PPB was introduced,
not the systems characteristics, have been responsible for the over-
formalization of PPB. Recent PPB guidelines (bulletins 68-2 and

5 Subcommittee on Economy in Government, Joint Economie Committee, The Planning-
Programing-Budgeting System: Progress and Potentials, p. 95.

¢ See: The City of New York, Fiscal Year 1969—70 Program/Budget Instruction. :

*Further discussion of this issue is found in the paper by Carlson in vol. 2 of
this collection, and Hoffman in this volume.
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68-9) have tried to shift the system to a clearer analytic focus, but
the identifications formed during PPB’s initial years have not been
eradicated.

PRESIDENTIAL OR AGENCY SYSTEMS

A system for analysis can be oriented either to presidential per-
spectives and objectives or to agency purposes. If it tries to serve
both masters, a system will break down under conflicts of interest and
design. In conception, the Bureau opted for an agency system, but
the agencies (outside the Defense Department) felt that the system
was intended for a presidential mission. The source of this “under-
standing gap” was BOB’s role in the introduction of PPB. The agen-
cies saw DPB as the Bureaw’s brain child, and they expected BOB
to play the pied piper of the Federal bureaucracy, forcing recalcitrant
and indifferent agencies from their tradition ways and using its ana-
lytic system to impose the Presidential will on department programs
and budgets. From an agency point of view, BOB was the client de-
manding program memoranda, issue analyses, future year estimates.
The Bureau had a different view of its role and of the use of PPB.
It regarded PPB as a tool of departmental policy leadership, to be
used by the department head to gain command over subordinate bu-
reaus and to shape his agency’s programs according to his wishes.
Tt is probable that the agency orientation is due to the McNamara in-
fluence. The Bureau saw PP% as the means of bolstering each Secre-
tary to enable him to gain command over subordinates. Accordingly,
BOB has gone along with a program structure that is a composite
of individual agency categories. There has been no attempt to apply
an interdepartmental program structure or to formalize procedures
for the analysis of programs that transcend department lines. More-
over, the Bureau added only minimally to its own staff to handle the
PPB effort, but it directed agencies to establish separate stafls to
manage the new system and to conduct analysis. Yet the signals from
BOB have been ambiguous. For example, the issue analysis process,
beginning with the commissioning of special studies by the Bureau
and ending with Bureau review of agency submissions, stamps PPB
as a tool of central authority. In effect the agencies are given the
message: “Examine these issues because we suspect that the returns
do not justify the costs.” If PPB were truly agency-oriented, each
agency would determine its analytic work.

The prospects for agency systems vary with the conditions in each
agency. Undoubtedly, the devolution of systems initiative and re-
sponsibility to departments would mean that certain departments
would abandon their fragile analytic operations and revert to non-
analytic budgeting and ad hoc program making. But some agencies
possess the leadership interest and analytic capability to maintain
their own analytic systems even if BOB requirements are terminated.
Enough analytic interest has been seeded in some departments to
insure that the clock will not be turned back to 1965 and earlier.

7 It may be misleading to imply that the Bureau viewed PPB in Presidential versus agency
terms. Top Bureau officials believed that as a department head becomes stronger he also is
nore likely to be a President’s man rather than beholden to agency interests.

Nevertheless the main orientation of the PPB system was agency. Bureau policy was that
the best way to enhance the Presidential position is b bulldins up departmental PPB
capability, not by using the power and resources of the Executive Office to do extra-depart-
mental planning and analysis.

27-877—69—vol, 3——-3
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(Contrary to some expectations, the new Secretary of Defense, Mel-
vin Laird, has decided to retain the systems analysis group established
by McNamara and Hitch.)

An agency oriented system would diverge from the PPB pattern
in several ways: (1) There would be greater variety in agency sys-
tems for analysis. Each agency system would be contoured to its
own circumstances, subject only to some general guidance from BOB.
(2) Agencies would decide how to invest their analytic resources.
They would probably be more interested in analysis for program
development than evaluation of ongoing programs. (3) BOB would
have an advisory role, and perhaps some direct responsibility for
activities that are not clearly within the jurisdiction of a single
agency. (4) In some agencies, the analytic system would be sepa-
rated from the budget process. Analytic effort would be targeted to
the legislative process and to the other channels of program making.

An agency oriented analytic system can be a steppingstone to a
presidential system. Indeed, departmental success and confidence may
be a prerequisite for a presidential system. Nevertheless, an agency
system must labor with several critical limitations. First, it does
not provide for representation of the presidential interest in depart-
ment policymaking. Second, policy analysis probably would be con-
fined to new programs while existing programs continue to escape
scrutiny. Third, the basic nonanalytic budget process would be pre-
served. Finally, an agency orientation would be of little value for
the growing number of key programs that involve the resources and
interests of several departments.

A presidential system for analysis would overturn many budget
and political relationships. The bottom-up budgeting procedure de-
seribed earlier would be supplanted by greater presidential and cen-
tral policy involvement before the estimates are formulated. Depart-
ment heads would have to become presidential men in fact as well as
in name before some central authority (whether Bureau of the Budget
or some new unit in the Executive Office) could attain preeminence
in program policymaking. The early evidence suggests that President
Nixon will not want PPB to have an expanded policy role; perhaps
he will want the Bureau to revert to its caretaker, economizing role
of the 1950’s.

In sum, a presidential system is premature and an agency system
is precarious. A presidential system carries the risk of more innova-
tion than political interests will tolerate; an agency system carries
the risk of more status quo than these troubled times can afford. Re-
gardless of the system that is installed, its mission and focus should
be clear; there should be no inconsistency between the intent of the
system and the way it is perceived. We should not continue with the
error of a PPB system which was intended for the agencies, half-
heartedly designed for the President, and operated to serve neither
interest properly.

SELECTIVE OR ACROSS THE Boarp

Of subsidiary concern is the issue of whether a system for analysis
should be limited to selective agencies or applied across the board.
The Bureau of the Budget wrestled with this problem in 1965 and it
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leaned toward a selective approach. But certain circumstances induced
the President and the Bureau to opt for a governmentwide insti-
tutionalization of PPB.

Actually, the issue does not have to be confronted in either/or terms.
Clearly, analysis cannot be comprehensive. To try to analyze every-
thing 1s to end up analyzing nothing. It is not possible to fit all types
of analysis into some procrustean mold. The methodology of analysis
necessarily is governed by the subject and the analyst. Accordingly,
the analysis itself must be individualistic. Yet the system for feeding
analysis to decisionmakers can be relatively uniform for all agencies
and programs. In its latest PPB bulletins, the Bureau of the Budget
correctly has moved toward selectivity in analysis even though the sys-
tems features are standard for all agencies. Thus, program memoranda
now need be submitted only where there are major program issues.

Analysis would be enhanced if the Bureau of the Budget made the
across-the-board system subservient to selective analysis. Where agen-
cies are incapable of or unwilling to undertake program analysis,
the cause of policy analysis is not served by insisting that they ritual-
istically adhere to systemswide requirements. There is no gain in
going through the motions without producing any analytic output.
HUD’s failure to submit its required program memoranda was not
more injurious to the fiscal year 1970 budget than were the successes
of other agencies in meeting submission deadlines and giving lip serv-
ice to the PPB routines.

Without abandoning an overall systems strategy, the Bureau of
the Budget might authorize analytically competent agencies to adjust
the formal requirements to their analytic operations. For example,
HEW might be allowed to transmit its program analyses in lieu of
some of the prescribed documentation. Judging from the current state
of analysis, little would be lost if the Bureau gave less attention to
the program categories and instead bolstered its procedures for identi-
fying major program issues and reviewing the analytic studies.

TypreEs or ANALYSIS

If systems are for analysis, they ought to be tailored to the types
of analysis that are being done. One could design a hypothetical sys-
tem that confronted V. O. Key’s classic question: “On what basis shall
it be decided to allocate  dollars to activity A instead of activity B8

But such a system would not correspond to the problems that are
being handled by budget and program makers. The welfare economist
might be concerned about the last dollar’s worth of battleships versus
poor relief (in Pigou’s formulation), but the working analyst traffics
m much more modest concerns. Despite all the talk about cost-benefit
analysis, there are too many conceptual and operational difficulties
to the implementation of useful benefit analysis at this time. Economists
who have joined the analytic staffs have had to trim their sails and put
a good deal of their methodological equipment into storage. It is not
that the problems confronting Government are simple; they are too
difficult to solve with the high powered methods now at hand. Before
benefits can be measured, they have to be identified. Some scale of

8V, 0. Key, “The Lack of a Budgetary Theory,” The American Political Science Review,
vol. XXXI1V (December 1940), pp. 1137—44.
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values must be set. The question of values is especially troublesome,
for each discipline and interest has its own way of seeing and eval-
uating things.

If policy analysis were focused on public benefits, it would be ap-
propriate to have a system structured according to the purposes of
Government. An end-product program structure would facilitate the
comparison of alternative program opportunities on some homogene-
ous value scale. Such is not the case, however. Most policy analysis
deals not with benefits, but with program effectiveness.® Only implic-
itly does the analyst put a value of the program he is studying. For
example, a billion dollar health care program might be adjudged the
most cost effective if it yields a Jower infant mortality rate than any
alternative billion dollar program. Unlike benefit analysis which be-
gins with some social value, effectiveness analysis begins with a con-
crete set of objectives that are embodied in specific programs or with
a problem that concerns policymakers. In appraising a health care
program, one need not place some value on the life of an infant. One
need only assume that more lives saved is preferable (i.e., more effec-
tive) to fewer lives saved.

The conception of effectiveness analysis was expressed by William
Gorham in his statement, for the Joint Economic Committee’s PPB
hearingsin September 1967 :

* % * we have not attempted any grandiose cost-benefit analyses
designed to reveal whether the total benefits from an additional
million spent on health programs would be higher or lower than
that from an additional million spent on education or welfare.
* * % The benefits of health, education, and welfare programs are
diverse and often intangible. * * * No amount of analysis is going
to tell us whether the Nation benefits more from sending a slum
child to preschool, providing medical care to an old man or en-
abling a disabled housewife to resume her normal activities. * * *

The less grand decisions, those among alternative programs
with the same or similar objectives within health——can be sub-
stantially illuminated by good analysis. It is this type of analy-
sis which we have undertaken at the Department of Health, Edu-
cation, and Welfare.?

For purposes of effectiveness analysis, much of the systems ma-
chinery associated with PPB is irrelevant. The starting point for
an analysis of effectiveness is a specific problem or objective, not a
set of program categories. The President is interested in programs, not
in program categories. Unless the categories are designed with sensi-
tive attention to problems as they are perceived by top officials and
unless they are revised frequently to reflect changing perspectives,
the program categories will hinder rather than abet useful policy anal-
ysis. It is very doubtful that this kind of categorization can be devised.
The analyses undertaken in HEW ignored the boundaries imposed by
the program categories. Problems don’t come packaged according to
some grand formulation of governmental ends. The analyst must
pursue his problem in whatever format is appropriate, regardless of
the constraints of the data system. Sometimes he will want to look
at health from the viewpoint of target groups—expectant mothers,

® This matter {s elaborated in Allen Schick, “PPB’s First Years: Premature and Matur-
ing,” (Mimeo : U.S. Bureau of the Budget : September 1968), pp. 14-24,
10 Joint Economic Committee, Hearings, op. cit., p. 5.
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the needy, the elderly. Other times, he will want to study health in
terms of diseases—heart, kidney, cancer, and so on.

The machinery of PPB was determined not by analytic purposes
but by the characteristics of the budget process. Program categorles
were established as a counterpart to the conventiona,lgbudget and ap-
propriation categories, not because they would be helpful for analysis.
Much the same applies to the program memoranda (PM’s) and the
program and financial plans (PFP’s). These documents were con-
ceived as means of linking analysis to budgeting, not as means of
spurring the supply of and demand for analysis. Unfortunately, there
has been little analysis to report via the PM’s and PFP’s, for little
analysis has been done. As a matter of fact, the cumbersome systems
for reporting analysis have discouraged policy analysis by forcing
agencies to invest more effort on keeping the system going than on
producing analysis.

1If the system is to fit the analysis, several changes will have to be
made in the system currently in operation. First, the system itself
should be designed to abet analysis, not for reporting analysis to bud-
geters. Second, the most formal and carefully developed aspect of
the system should be that pertaining to the commissioning of analytic
studies and the use of these studies. Third, the system should be geared
to the analysis of effectiveness not to generalized conceptions of gov-
ernmental purposes and benefits. Can the PPB system meet these
criteria, or 1s a different system for analysis required? To answer this
question, it is necessary to compare PPB with alternative systems.

ALTERNATIVE SYSTEMS FOR ANALYSIS

Although the PPB system was designed for budgetary purposes,
there are a number of different ways of relating a new analytic enter-
prise to the ongoing budget process. In this section, I will describe
four alternative configurations, three of which are keyed to budgeting
and a final one which is geared to other decisional arenas. These four
systems are: (1) A crosswalk system in which budgeting and analysis
are closely and formally linked; (2) a two-track system in which
analysis is relatively independent of budgeting, but the analytic prod-
ucts are targeted to budget decisions; (3) analytic budgeting in which
the budget process is revamped and made analytic; (4) a policy
planming system in which analysis is divorced from budget opera-
tions and is channeled to other instruments of public choice such as
the procedures for determining legislative proposals and program
policies.

Crosswall systems.*—The distinctive feature of crosswalk systems
is that analysis is commissioned, produced and reported expressly for
purposes of budget making. The procedures for selecting analytic
studies and for reporting their findings are governed by the require-
ments and priorities of budgeting. The calendar for analysis is phased
to the existing budget cycle; budgetary deadlines, not the shape
of the analytic problem determine how and when analyses are re-
ported. Similarly, budgeting and analysis are connected; at the top
by a central budget agency that directs both efforts, and within the

*Further discussion of this issue is found in the paper by Carlson in vol 2
of this collection.
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agencies by giving a single official (usually the undersecretary or an
assistant secretary for administration) responsibility for budgeting
and analysis. In a crosswalk system, the job of the central authorities
is to manage the analytic apparatus and to monitor analytic activity in
the agencies, but not to do the analytic work itself. For this purpose,
a small staff (along the size of the program evaluation staff in the
Bureaun of the Budget) is established. The traditional budget docu-
ments (embodied in Circular A-11) are not modified significantly;
rather new reporting documents feed the analytic data into the budget
stream. The program memoranda and program and financial plans
were intended for this crosswalk function. They are not analytic
documents, but only the means of conveying analytic findings to
budgetmakers. A crosswalk arrangement requires a precise and formal
reconciliation of the financial and organizational accounts with the
program categories. For this reason, considerable attention has been
given to the program structure and to the accounting system. The
analytic enterprise itself is only a small aspect of the system, for the
main problem is the delivery of analysis to the right (budget) client.
Accordingly, the apparatus for selecting and reviewing analytic stud-
ies is not elaborated in the PPB guidelines.

When the Bureau of the Budget decided to establish a system for
policy analysis, it opted for the crosswalk system. Planning and pro-
graming are linked to and serve the system’s end product—budgeting.
Let us suggest several explanations of the Bureau’s course of action.
For one thing, the new system was conceived and operated by budget-
ers, policymakers who tend to regard the budget outcome as the critical
decision. Had a different set of officials—say planners—been in con-
trol, they probably would have built a system that reflected their
specialized perspectives. Moreover, the economists who had command
of the Budget Bureau in the mid-1960’s understandably viewed the
budget as Government’s most effective rationing and economizing
device. From their view point, it is the only formal instrument for
trading-off among competing claims for public funds. This attitude
is not confined to economists. It accounts for the tendency of govern-
ments to attach many management and control chores to the budget
process. Third, the crosswalk system seemed to be the best way of
Insuring that analytic data would be used. Finally, the crosswalk
system involved fewer upheavals in budget and administrative practice
than did any of its alternatives.

Two-track systems—A two-track system also is aimed at budget
decisions, but it allows much more independence of analysis from
budgeting. The linkage is not tightly forged for pumping analysis
into budget choice. Rather analysis 1s allowed “to do its thing” ac-
cording to its own timetable and procedures. The objective remains an
analytic product that can influence budget choice, but the impact of
analysis depends on its quality and strength as well as on organiza-
tional and political circumstances, not on some standard formula for
relating it to the budget. Consequently, the use of analysis will be
spasmodic, rising or falling as top level support is granted or with-
held.

In the two-track system, the budget process is not explicitly re-
vamped to accommodate the new analytic enterprise. The routines
and procedures continue as they were, and the roles and relationships
of the budget authority are shaped by traditional influences. But the
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existence of a large analytic operation (unlike the small program
evaluation nucleus provided under the crosswalk arrangement) lends
status and potency to policy analysis and enables it to compete with
the budget office” when critical program decisions are made. The
mission of the central analytic group is to do and use analysis, not to
maintain the system. The procedures for selecting and reviewing
analytic studies are more formalized and elaborated than under cross-
walking, while the methods for reporting the analysis (such as the
PM’s and PFP’s) are more casual.

The two-track system recognizes that budgeting and analysis have
different time requirements, and that budgeters and analysts have
different perspectives and operate with different contraints. Analysis
is not bent to the routines of budgeting. The selection of analytic
studies is more likely to be influenced by program than by fiscal con-
siderations. Therefore, the studies probagly will be more concerned
with program development than with the evaluation of ongoing
programs.

Although it is generally assumed that the Government-wide ana-
lytic system was modeled after the Pentagon’s, Defense employed some
charactertistics of a two-track system, especially after the bifurcation
of systems analysis and budgeting. The system worked in Defense
because two crucial criteria were met: top support from Secretary
McNamara and his aides, and a critical mass of analytic talent and
influence. Without these conditions, a two-track system can be en-
dangered by irrelevant and unused analysis. If there is no strong,
sustained demand for analysis, the lack of a formal, close linkup of
analysis to budgeting will be fatal. Analysis will be irrelevant and
outside the channels of policymaking.

Analytic budgeting—Both of the systems outlined above retain the
traditional budget process but subject it to new analytic influences.
Analytic budgeting means the revamping of the budget process so that
it becomes analytic. There is no separation of analysis from budgeting;
hence, no need for a formal (crosswalk) or informal (two-track) con-
nection. But in order to achieve analytic budgeting, radical changes
must be made in many facets of the budget process. The central budget
agency will have to spin off its control and management routines to
some new unit or to the operating departments. This divestiture will
enable it to take on a program development and policy leadership role.
The budget staff’s skills and perspectives must be altered in accord
with the new orientation. There may be a separate analytic group in
BOB or the Executive Office, but it handles matters that do not fit into
the analytic routines of budgeting. The bulk of analysis is done by
regular units in the central Budget Bureau and the departments. The
budget process is purged of a good deal of its detail, and the existing
budget forms and documents are replaced by new informational and
decisional procedures that pertain to policy outcomes rather than to
the internal affairs of Government agencies. The bottom-up budget
tradition is reversed as top levels furnish policy direction to subordi-
nates prior to preparation of the detailed budget estimates.

In a full-blown analytic budget system, there would be routine trad-
ing off among alternatives. The decisional channels are reserved for
matters warranting top action which are subjected to full analytic
scrutiny within a framework that allows policymakers to compare



830

prospective outcomes. The budget horizon is lengthened to an appro-
priate multiyear span. Decisions regularly are made in terms of multi-
year rather than next-year impacts. Adjustments have to be made in the
authorization and appropriation process to accommodate this longer
time frame. Instead of pretending to review every item in the budget
annually, central executive and legislative authorities cycle the budget
process to examine some segment of the budget each year, with the re-
maining portions being funded under continuing appropriations until
they are scheduled for review. Of course, allowances would have to be
made for program changes that cannot be deferred until the program’s
turn is reached in the multiyear cycle. In addition, methods would have
to be provided for unanticipated contingencies: a fiscal crisis, changing
political positions, a rise in unemployment, or in welfare costs. Proba-
bly there would be a need to equip the President with authority to
adjust a program’s budget within the range and according to rules set
by Congress.

Obviously, a radical analytic budgeting scheme is not going to be
approved by Congress or the President unless there are enormous,
unforeseeable changes in political attitudes and relationships. In 1965,
analytic budgeting was not an operational alternative to PPB. But
more forceful and effective steps toward analytic budgeting can be
taken than are provided under either the crosswalk or two-track
method. The first steps might include the reorientation and reorganiza-
tion of the formal budget process, the importation of new men and
methods into budgeting, changes in the utilization of the budget
process by the President, and in the Budget Bureau’s relationships
with the departments. None of these will be easy to attain, but they are
the implications that must be faced if a commitment is made to use
budgeting for analytic purposes.

Rerating Axarysis To Btpeering

Before examining the final systems approach (planning), let us
compare the three systems that are (more or less) tied to budgeting.
Analytic budgeting has one great virtue. More than any alternative
system, it brings analysis into the established centers of policymaking.
But the price is too high. Practical men in Congress and the execu-
tive cannot adopt it.

The two-track system has the advantage of allowing analysis to
determine its own pace and place in policy formulation. It is not un-
dulty constrained by the necessities and habits of budgeting. But it,
too, goes further than budgeters are able to move, and it constantly
is threatened by irrelevance. The Bureau of the Budget opted for
crosswalking because it was the easiest, least disruptive course of
action. The entrenched budget apparatus was left alone. No major
analytic organization rivaling BOB was established. All that was
necessary was to couple some rudimentary analytic work to the budget
cycle. This was accomplished via the program categories, program
memorandums, and program and financial plans—the constituent roun-
tines of PPB. Analysis would bloom slowly, in the relevant and safe
context of budgeting. There would not have to be big upheavals to
accommodate the newcomer. The trumpets would announce a major
new system, but the insiders would know that the core had remained
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intact and changes at the periphery would not challenge the existing
order. The risks to the budget process were held to a minimum. The
time-proven operation under Circular A-11 was not traded away in
favor of a new system. Not a single beat was missed in the cycle of
budget events. The figures in the big document had their old meaning
and reliability.

In terms of minimizing risk and difficulties of installation, the cross-
walk alternative was the clear and necessary choice. But this is the
view from the budget process. Viewed in terms of the quality of public
choice, the other alternatives might be superior, precisely because they
take greater risks in attempting to inject policy analysis into public
decisions. Unless analysis is somewhat 1nsulated from the budget func-
tion, there is a danger that it will be preempted by the control and
management routines of budgeting. The considerable divergence be-
tween the roles and skills required for analysis and those currently
used in budgeting suggests that some slack is necessary if analysis 1s

oing to be able to stand on its own feet and make a creditable input
into policy decisions. This is particularly true during the early years
of systems analysis when the nascent analytic enterprise has not yet
established roots and linkages.

Because it projects a tight integration of budgeting and analysis,
the crosswalk system is the most vulnerable to the disparate tendencies
and necessities of the budget and analytic processes. And because
budgeting is the entrenched of the two processes, it will dominate
whatever alliance is formed. The result will be the failure of analysis.
1 believe this is precisely what has happened in the case of PPB. Apart
from any errors in design or implementation, PPB could not have
succeeded because it forced analysis into a mold that was antithetic
to analysis.

Consider the time frames of budgeting and analysis.** The lengthy
and detailed preparation of estimates demands a strict sequence of
repetitive steps and techniques. All this is appropriate for the accuracy
in details that is sought for purposes of budgetary control. Real analy-
sis is destroyed by fixed routines and omnipresent deadlines. Analysis
is opportunistic and episodic, taking advantage of circumstance and
need. It cannot be programed in advance for the full sweep of Govern-
ment activities and expenditures. Although short-term analysis can
be—and has been—crowded into the budget calendar, fundamental
policy analysis leading to possible changes in major programs must
have some independence from the budget routine. While the manage-
ment and control functions of budgeting invite a retrospective focus,
analysis has a prospective bias. For budget purposes, one is likely to be
interested in how this year’s spending compares to last year’s. Accord-
ingly, the information svstem for budgeting will have to provide de-
tailed data on the spending history of each agency. Information sys-
tems for analysis, however, have a different focus. The emphasis shifts
from past spending to future goals. Budgeting inevitably is bounded
by the fiscal vear calendar. It is imperative to know exactly how much
was or is to be spent during some standard unit of time. Analysis has a
variable time frame it is not coterminous with the fiscal year nor does
it have uniform beginnings and endings. Viewed from an analytic per-

11 This section is adapted from Allen Schick, “Multipurpose Budget Systems” (mimeo:
U.S. Bureau of the Budget : March 1968), p. 23ff.
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spective, the fiscal year is an artificial and possibly obstructive
boundary.

As yet no reliable way has been found to synchronize the analytic
timetable with the budget clock. PPB has met the chronological di-
lemma in a number of unproductive, yet understandable, ways. The
prevalent practice has been to let budgeters and budgeting retain their
paramountcy at the expense of planning and analysis. In the absence
of market constraints, the budget is Government’s most effective ration-
ing apparatus. There is no substitute for budgeting’s ability to force
a balance between resources and demands. Recently, the dominance of
budgeting has been strengthened by the Vietnam-induced stringency
and the virtual halt on program development. When the budget be-
comes tighter, the budgeters become stronger. A second response, dis-
cussed above, had been to make analysts work within the budget cal-
endar. Thus the PM’s and the PFP’s have been cycled to the usual
budget deadlines with the predictable result that many of the plans
and analyses have been nonthink pieces. A third response has been
to convert the analysts into budgeters; that is, to divert them from
nalytic efforts to pending budget assignments.

The timing dilemma is due to a faulty conception of the analytic in-
sub into policy. When PPB was launched, there was a determination
to build up its record of successes; it was never allowed to move at a
pace appropriate for analysis. I am convinced that if the new analysts
had been instructed at the start—“Don’t be concerned about this year’s
budget. Here are a few issues that the Secretary really is interested in.
Show us what you can produce.” PPB would have a much more im-
pressive record. But the hectic attempt to produce immediate results
did not afford much opportunity for patience and farsightednessin the
installation of the new system.

As the operational form of a crosswalk system, PPB is easy to in-
stall and involves few risks. But it is not likely to introduce significant
changes into the methodology of public choice. Analysis will succumb
to the nonanalytic routines of budgeting, and decisions will continue
to be made under the old rules. If the goal is to make a difference in
the quality of policy outcomes, it would be sensible to consider a shift
from the crosswalk to a two-track system. Although the risks are
higher, so, too, are the prospects for meaningful improvements in the
institutions of public choice.

Poricy Pran~Nixe Systeys

The attempt to link analysis to budgeting is a logical recognition of
the place and potency of the budget process in public policymaking. All
of the analytic systems outlined above depend on the budget process
and anticipate that analysis will bear fruit through the outcomes in
the budget. Yet it is appropriate to question the connection to budget-
ing and to raise the possibility of some alternative outlet for analysis. T
have argued that budgeting is nonanalytic and that a rigid integration
of analysis and budgeting will not be successful. Now I want to carry
the argument one step further by suggesting that the cause of analysis
would be better served if analytic work were addressed to the processes
of program determination and legislative recommendation. These
processes are not well formalized, but they are the processes which deal
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with the big issues, which mark departures from the status quo and
changes in direction. The overwhelming weight of the budget process
favors the continuation of what is already on the books. When a Presi-
dent wishes to launch new programs, he is impelled to rely on task
forces, advisory staff, and ad hoc arrangement. All these are lacking
sustained analytic focus, but perhaps they are more useful than the
budget process. In the crowded months of the budget cycle, there just
isn’t enough time or inclination to consider the bigger issues, to look
beyond the present and the certain to the future and the speculative.

While analysis can be channeled to both planning and budgeting, I
would urge that attention be given to the neglected opportunities for
planning. We tend to rely too heavily on an overburdened budget
process and not enough on other decisional institutions. I am not able
in this paper to spell out the possible planning configurations. Clearly,
there will be a variety of possibilities, including the institutionalization
of planning in the Executive Office and the formalization within execu-
tive agencies of some program change procedure such as exists in the
Defense Department for weapons systems decisions. At the very least
a strong planning apparatus will open up another center in Washing-
ton for the application of intelligence and creativity to the solution of
hard-core social and economic problems. It might even come to rival the
budget process and provide an antidote to budgeting’s status quo biases.

Recent moves by the new administration seem to portend a shift
from budgeting to policy planning centered in the White House. The
expansion of the President’s staff beyond its previous size and scope
suggests that the President will want to rely more on policy advisers
than on a Bureau of the Budget-centered operation. The enlargement
of the National Security Council staff, the Kissinger apparatus, and
the establishment of an urban affairs council under Daniel Moynihan
must be clues to the President’s thinking. The “eviction” of Bureau
of the Budget units from the prestigious Executive Office Building is
not just a change in locale. It represents a loss of status and presence.
Tt is ironic that the Bureau of the Budget reached its policymaking
apogee in the 1960’s when its inadequacies as a policy planning insti-
tution became evident. PPB could not change the gap between analytic
need and performance because it was dependent on a budget process
suited to nonanalytic functions.

CoxcrusioN: Rescor Poricy ANALYSIS FROM BUDGETING

The theme of this paper is that the poverty of analysis stems from
its forced linkage to budgeting. If policy analysis is to flourish, it
will have to be rescued from budgeting. This can be accomplished via
the two-track and policy-analysis systems. The only other productive
alternative is to reshape the budget process into an analytic instrument.
To continue with PPB’s crosswalk relationship is to invite certain
failure and disappointment.

This conclusion has nothing to do with the competence of budgeters;
it pertains to their roles and to the historical use of the budget process.
The control and management functions are predominant and pre-
emptive. PPB has not and cannot change that situation. Only a ven-
turesome and major investment in analysis can overturn decades of
tradition making. It is worth the effort and the risk, for the costs
of ignorance and the opportunities for intelligent public choice man-
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date a full commitment to analytic decisionmaking. There is some
evidence that the effort will be forthcoming. The Bureau of the Budget
is now preparing for the fiscal year 1971 budget cycle. As one of the
first steps, a memorandum has been circulated clarifying the process
for selecting analytic studies. It is the intent of the Bureau that only
major policy issues be examined (a $50 million threshold is suggested)
and that the number of analyses be reduced so that agencies and the
Bureau can concentrate on truly significant issues.* In addition, re-
newed use will be made of the spring preview as the appropriate
occasion for reviewing policy analyses and programs. Although these
moves do not abandon the crosswalk system, they show a recognition
that analysis is the objective of the system and that it is imperative
to improve the system’s capability to produce quality analysis in a
form suitable for policy choice.

*Further discussion of this issue is found in the paper by Carlson in vol. 2 of
this collection.
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Aaron Wildavsky is a Professor of Political Science at the University
of California at Berkeley and is associated with the Center for Planning
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The growing complexity of our national problems, and the inability of
many old policies to deal with them, have made policy analysis of cru-
cial current importance. Yet, asserts Professor Wildavsky, policy anal-
ysis in the form of PPBS is so inappropriate to our current needs that
“there is a danger that policy analysis will be rejected along with its
particular manifestation in PPBS.”

Professor Wildavsky discusses the flaws in the PPB system which
have caused it to fall short of the optimistic expectations voiced upon
its inauguration as a governmentwide system. He points out that many
of the factors which contributed to the success of PPBS in the Depart-
ment of Defense are absent in the civilian agencies. He suggests that
both bureaucratic inertia and a lack of trained personnel have added
to the difficulties of introducing the PPB system into non-defense
agencies.

Professor Wildavsky stresses that “the fixation on program structure
is the most pernicious aspeet of PPBS.” He feels that the emphasis on
program structure, and the formal connection of policy analysis with
the budget cycle, sacrifice sound analysis, initiative, and imagination
for pro forma structure and schedules. He advocates releasing policy
analysis from these artificial constraints. If analysis is encouraged to
concentrate on major issues rather than detailed budget items, it will be-
come more relevant to both Executive and congressional decisionmakers.
Professor Wildavsky claims that only when this relevance becomes ap-
parent, as it has not under PPBS, will effective use be made of policy
analysis. He notes that “if strategically located Congressmerr demanded
more policy analysis there is little doubt that we would get it.”

In two appendices, Professor Wildavsky examines the nature of sys-
tems analysis and advances “radical incrementalism” as a proposal to
improve upon the current budgetary process.

Introduction

Everyone knows that the Nation needs better policy analysis. Each
area one investigates shows how little is known compared to what is
necessary in order to devise adequate policies. In some organizations

*This paper supplements my recent studies. It is meant to be read in conjunc-
tion with these other works. Thus I have felt no need to describe the traditional
budgetary practices covered in The Politics of the Budgetary Process (Boston:
Little, Brown, 1964) or modern modes of “efficiency” analysis beyond the account
in ‘“The Political Economy of Efficiency” (Public Administration Review, Vol.
XXVI, No. 4, December 1966, pp. 292-310). Nor have I sought to set forth fully
my ideas on desirable budgetary reform as found in “Toward a Radical In-
crementalism” (Washington, D.C.: American Enterprise Institute for Public
Policy Research, December 1965), also, in Congress: The First Branch of Gov-
ernment (Washington, D.C.: American Enterprise Institute for Public Policy
Research, 1966), pp. 115-165. See also Appendixes 1 and 2 of this paper.

I wish to thank Arnold Meltsner, a graduate student in the Department of
Political Science, for his critical comments and for giving me the benefit of his
experience with Defense budgets. I also wish to thank Robert Biller, Yehezkel
Dror, Todd LaPorte, Frederick C. Mosher, and Nelson Polsby for helpful com-
ments. Peter Dahl made useful stylistic suggestions. No one who reads this paper
will doubt that I mean to take all the blame.

(835)




836

there are no ways at all of determining the effectiveness of existing
programs; organizational survival must be the sole criterion of merit.
It is often not possible to determine whether the simplest objectives
have been met. If there is a demand for information the cry goes out
that what the organization does cannot be measured. Should anyone
attempt to tie the organization down to any measure of productivity,
the claim is made that there is no truth in numbers. Oftentimes this 1s
another way of saying, “Mind your own business.” Sometimes the line
taken 1s that the work is so subtle that it resists any tests. On other
occastons the point is made that only those learned in esoteric arts can
properly understand what the organization does, and they can barely
communicate to the uninitiated. There are men so convinced of the
ultimate righteousness of their cause that they cannot imagine why
anyone would wish to know how well they are doing in handling our
common difficulties. Their activities are literally priceless; vulgar
notions of cost and benefit do not apply to them.

Anyone who has weathered this routine comes to value policy analy-
sis. The very idea that there should be some identifiable objectives and
that attention should be paid to whether these are achieved seems a
great step forward. Devising alternative ways of handling problems
and considering the future costs of each solution appear creative in
comparison to more haphazard approaches. Yet policy analysis with
its emphasis upon originality, imagination, and foresight, cannot be
simply described. It is equivalent to what Robert N. Anthony has called
strategic planning: “* * * the process of deciding on objectives of the
organization, on changes in these objectives, on the resources used to
attain these objectives. * * * It connotes big plans, important plans,
Elans with major consequences.”* Policy analysis is similar to a

roadly conceived version of systems analysis ?; interested readers
may consult the first appendix for a statement of what systems analy-
sis 1s about. Yehezkel Dror has pointed up the boundaries that separate
a narrow study from one with larger policy concerns. In policy
analysis—

1. Much attention would be paid to the political aspects of pub-
lic decision-making and public policy-making (instead of ignor-
Ing or condescendingly regarding political aspects). * * *

2. A broad conception of decision-making and policy-making
would be involved (instead of viewing all decision-making as
mainly a resources allocation). * * *

3. A main emphasis would be an creativity and search for
new policy alternatives, with explicit attention to encouragement
of innovative thinking. * * *

4. There would be extensive reliance on * * * qualitative
methods. * * *

5. There would be much more emphasis on futuristic
thinking. * * *

6. The approach would be looser and less rigid, but neverthe-
less systematic, one which would recognize the complexity of

1 Robert N. Anthony, Planning and Control Systems: A Framework for Analysis, (Boston:
Harvard University Press, 1965), p. 16. i . o

2 Aaron Wildavsky, ‘“The Political Economy of Efficiency,” Public Administration
Review, Vol. XXVI, No. 4, December 1966, pp. 298-302,
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means-ends interdependence, the multiplicity of relevant criteria
of decision, and the partial and tentative nature of every
analysis. * * %3

Policy analysis aims at providing information that contributes to
making an agency politically and socially relevant. Policies are goals,
objectives, and missions that guide the agency. Analysis evaluates
and sifts alternative means and ends in the elusive pursuit of policy
recommendations. By getting out of the fire-house environment of day-
to-day administration, policy analysis seeks knowledge and opportuni-
ties for coping with an uncertain future. Because policy analysis 1s
not concerned with projecting the status quo, but with tracing out the
consequences of innovative ideas, it is a variant of planning. Comple-
menting the agency’s decision process, policy analysis is a tool of
social change.

In view of its concern with creativity, it is not surprising that policy
analysis is still largely an art form; there are no precise rules about
how to do it. The policy analyst seeks to reduce obscurantism by
being explicit about problems and solutions, resources and results.
The purpose of policy analysis is not to eliminate advocacy but to
raise the level of argument among contending interests. If poor peo-
ple want greater benefits from the government, the answer to their
problems may not lie initially in policy analysis but in political organi-
zation. Once they have organized themselves, they may want to under-
take policy analysis in order to crystallize their own objectives or
merely to compete with the analyses put forth by others. The end
result, hopefully, would be a higher quality debate and perhaps even-
tually public choice among bettern known alternatives.

A belief in the desirability of policy analysis—the sustained-appli-
cation of intelligence and knowledge to social problems—is not enough
to insure its success, no more than to want to do good is sufficient to
accomplish noble purposes. If grandiose claims are made, if heavy
burdens are placed on officials without adequate compensation, if the
needs of agency heads are given scant consideration, they will not
desire policy analysis. It is clear that those who introduced the PPB
system into the federal government in one fell swoop did not undertake
a policy analysis on how to introduce policy analysis into the federal
government.*

In a paper called “The Political Economy of Efficiency,” * written
just as PPBS was begun in national government, I argued that it
would run up against serious difficulties. There is still no reason to
change a single word of what I said then. Indeed, its difficulties have
been so overwhelming that there is grave danger that policy analysis
will be rejected along with its particular manifestation in PPBS. In
this essay I shall assess the damage that the planning-programing-
budgeting system has done to the prospects of encouraging policy
analysis In American national government. Then I would like to sug-
gest some ways of enabling policy analysis to thrive and prosper.

3 Yehezkel Dror, “Policy Analysts: A New Professional Role In Government Service,”

Public Administration Review, Vol. XXVII, No. 3, September 1967, pp. 200-201. See
also Dror’s major work, Public Policy-Making Reezamined (San Francisco : Chandler, 1968).

“Further discussion of this issue is found in the papers by Carlson in vol. 2 of
this collection, and Hoffman, Rivlin, and Marvin & Rouse in this volume.

¢ Aaron Wildavsky, op. cit.
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Way DereExse Was A Bap MobEeL

A quick way of seeing what went wrong with PPBS is to examine
the preconditions for the use of this approach in the Defense Depart-
ment, from which it was exported throughout the Federal Govern-
ment.* The immediate origins of PPBS are to be found in the RAND
Corporation,® where, after the Second World War, a talented group
of analysts devoted years of effort to understanding problems of de-
fense policy. It took 5 years to come up with the first useful ideas. Thus
the first requisite of program budgeting in defense was a small group
of talented people who had spent years developing insights into the
special problems of defense strategy and logistics. The second requisite
was a common terminology, an accepted collection of analytical ap-
proaches, and the beginnings of theoretical statements to guide policy
analysis. When Secretary of Defense Robert McNamara came into
office, he did not have to search for men of talent nor did he have to wait
for a body of knowledge to be created. These requisites already existed
in some degree. What was further necessary was his ability to under-
stand and to use analytical studies. Thus the third requisite of program
budgeting is top leadership that understands policy analysis and is
determined to get it and make use of it.

The fourth requisite was the existence of planning and planners.
Planning was well accepted at the various levels of the Defense De-
partment with the variety of joint service plans, long-range require-
ment plans, logistical plans, and more, Military and civilian decision-
makers believed in planning, in coping with uncertainty and in speci-
fying some consequences of policy decisions. The problem as the
originators of PPBS saw it was to introduce cost considerations into
planning; they wanted to stop blue-sky planning and to integrate
planning and budgeting. They wanted to use the program budget to
bridge the gap between military planners, who cared about require-
ments but not about resources, and budget people, who were narrowly
concerned with financial costs but not necessarily with effective
policies.

Policy analysis is expensive in terms of time, talent, and money. It
requires a high degree of creativity in order to imagine new policies
and to test them out without requiring actual experience. Policy
analysis calls for the creation of systems in which elements are linked
to one another and to operational indicators so that costs and effec-
tiveness of alternatives may be systematically compared. There is no
way of knowing in advance whether the analysis will prove intellec-
tually satisfying and politically feasible. Policy analysis is facilitated
when: (a) goals are easily specified, (b) a large margin of error is
allowable, and (c) the cost of the contemplated policy makes large
expenditures on analysis worthwhile. That part of defense policy
dealing with choices among alternative weapons systems was ideally
suited for policy analysis. Since the cost of intercontinental missiles
or other weapons systems ran into the billions of dollars, it was easy

5 See David Novick, “Origin and History of Program Budgeting,” The RAND Corpora-
tion, October 1966, p. 3427.

*Further discussion of this issue is found in the papers by Enthoven, Enthoven
& Smith, and Hoffman in this volume.
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to justify spending millions on analysis.® The potential effectiveness of
weapons like intercontinental missiles could be contemplated so long
as one was willing to accept large margins of error. It 1s not unusual
for analysts to assume extreme cases of damage and vulnerability in a
context in which the desire for reducing risk is very great. Hence a
goal like assuring sufficient destructive power such that no enemy
strike could prevent devastation of one’s country may be fuzzy with-
out being unusable. If one accepts a procedure of imagining that pos-
sible enemies were to throw three times as much megatonnage as intelli-
gence estimates suggest they have, he need not be overly troubled by

oubts about the underlying theory. If one is willing to pay the cost
of compensating against the worst, lack of knowledge will not matter
so much. The point is not that this is an undesirable analytic proce-
dure, quite the contrary, but the extreme cases were allowed to deter-
mine the outcomes.

INERTIA

The introduction of new procedures that result in new policies is not
easy.* Imertia is always a problem. Members of the organization
and its clientele groups have vested interests in the policies of the past.
Efforts at persuasion must be huge and persistent. But there are condi-
tions that facilitate change. One of these is a rising level of appropri-
ations. If change means that things must be taken away from people
in the organization without giving them anything in return, greater
resistance may be expected. The ability to replace old rewards with
larger new ones helps reduce resistance to change. The fact that de-
fense appropriations were increasing at a fast rate made life much
easier for Mr. McNamara. The expected objections of clientele groups,
for example, were muted by the fact that defense contractors had lots
of work, even if it was not exactly what they expected. Rapid organi-
zational growth may also improve the possibilities for change. The
sheer increase in organizational size means that many new people can
be hired who are not tied to the old ways. And speedy promotion may
help convince members that the recommended changes are desirable.

The deeper change goes into the bowels of the organization, the
more difficult it is to achieve. The more change can be limited to
central management, the greater the possibility for carrying it out.
The changes introduced in the Defense Department did not, for the
most part, require acceptance at the Jower levels. Consider a proposed
change in the organization of fighting units that would drastically
reduce the traditional heavy support facilities for ground forces. Such
a change is not easily manipulated from Washington. But the choice
of one weapons system over another is much more amenable to central
control. The kinds of problems for which program budgeting was
most useful also turned out to be problems that could be dealt with
largely at the top of the organization. The program budget group
that McNamara established had to fight with generals in Washington
but not with master sergeants in supply. Anyone who knows the
Army knows what battle they would rather be engaged in fighting.

8 T once tried to interest a graduate student who had experience with defense problems in
doing research in the City of Oakland. He asked the size of Qakland’s budget. “$50 million,”
I said. “Why, in the Air Force we used to round to that figure,” was his reply.

s*Further discussion of this issue is found in the paper by Schick in this
volume.
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The ability of an organization to secure rapid change depends, of
course, on the degree of its autonomy from the environment. I have
argued elsewhere 7 that the President of the United States has much
more control over America’s foreign policy than over its domestic
policy. In almost any area of domestic policy there is a well-entrenched
structure of interests. In foreign and defense policy, excluding such
essentially internal concerns as the National Guard, the territory with-
in the American political system is not nearly so well defended; there
are far fewer political fortifications, mines, and boobytraps.

PERSONNEL

Experienced personnel may be a barrier to change. They know
something about the consequences of what they are doing. They may
have tried a variety of alternatives and can point to reasons why each
one will not work. If I may recall my low-level Army experience (I
entered as a private first class and was never once demoted), the usual
reply to a question about the efficacy of present practice was, “Have
you ever been in combat, son ?” But the most dramatic changes intro-
duced in the Pentagon had to do with questions of avoiding or limiting
nuclear war, in which no one had a claim to experience and in which
the basic purpose of analysis is to make certain that we do not have to
learn from experience. If the system fails, the game is over. And since
McNamara’s men possessed a body of doctrines on defense policy,
they had an enormous advantage over regular military who were for
a long time unable to defend themselves properly in the new field.?

The new policy analysts did not accept the currency of military
experience. In their view, naked judgment was not a satisfactory an-
swer to why a policy should be adopted. The Army might know the
firepower of an infantry division, but firepower was not “effectiveness.”
Competition among the services for appropriations, however, was
favorable to PPBS. There was a defense budget that covered vir-
tually all of the Department’s subject matter. There were defense mis-
sions in which trade-offs could be made between the services. Resources
could actually be diverted if the analysis “proved” a particular serv-
ice was right. Programs could easily be developed because of the facile
identification of program with weapons systems and force units. Once
the military learned the jargon, they were willing to play the game
for an extra division or carrier. So long as dollar losses in one program
were more than made up by gains in another, the pain of policy analysis
was considerably eased.

The favorable conditions for the limited use of program budgeting
in the Department of Defense do not exist in most domestic agencies.
There are no large groups of talented policy analysts expert in agency
problems outside the Federal Government. These nonexistent men can-
not, therefore, be made available to the agencies. (The time has passed
when eighth-rate systems engineers in aerospace industries are expected
to solve basic social problems overnight.) Most agencies had few plan-
ners and even less experience in planning. There is no body of know!-

¥ Aaron Wildavsky, “The Two Presidencies,” T'rans-action, vol. IV, No. 2, December 1966,
. T-14.
PP For further argument along these lines see my article, “The Practical Consequences
of the Theoretical Study of Defense Policy,” Public Administrative Review, vol. XXV,
No. 1, March 1985, pp. 90-103.
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edge waiting to be applied to policy areas such as welfare and crime.
A basic reason for wanting more policy analysis is to help create
knowledge where little now exists. There are only a few agencies in
which top managers want systematic policy analysis and are able to
understand quantitative studies. Goals are not easily specified for most
domestic agencies. Nor do they usually have handy equivalents for
programs like expensive weapons systems. What Thomas Schelling has
so pungently observed about the Department of State—it does not
control a large part of the budget devoted to foreign policy—is true
for the domestic departments and their lack of coverage as well.?
Except for a few individual programs like the proposals for income
supplements or assessing the desirability of a supersonic transport, the
cost of most domestic policies does not rise into the billions of dollars.
Congress and interested publics are not disposed to allow large margins
of error. Instead of increasing, the availability of Federal funds began
declining soon after the introduction of program budgeting. A higher
level of conflict was inevitable, especially since the acceptance of pro-
posed changes required the acquiescence of all sorts of people and in-
stitutions in the far-flung reaches of the agencies. Social workers, city
officials, police chiefs, welfare mothers, field officers, and numerous
others were involved in the policies. Program budgeting on the do-
mestic side takes place in a context in which there is both less autonomy
from the environment and a great deal more firsthand experience by
subordinates. On these grounds alone no one should have been sur-
prised that program budgeting in the domestic agencies did not pro-
ceed as rapidly or with as much ostensible success as in the Defense

Department.?®
No Oxe Caxn Do PPBS

In past writings I argued that program budgeting would run up
against severe political difficulties. While most of these arguments
have been conceded, I have been told that in a better world, without the
vulgar intrusion of political factors (such as the consent of the gov-
erned), PPBS would perform its wonders as advertised. Now it is
clear that for the narrow purpose of predicting why program budget-
ing would not work there was no need to mention political problems
at all. It would have been sufficient to say that the wholesale introduc-
tion of PPBS presented insuperable difhculties of calculation. All the
obstacles previously mentioned, such as lack of talent, theory, and data,
may be summed up in a single statement : no one knows how to do pro-
gram budgeting. Another way of putting it would be to say that many
know what program budgeting should be like in general, but no one
knows what it should be 1n any particular case. Program budgeting

9 Thomas C. Schelling, “PPBS and Foreign Affairs,” memorandum prepared at the re-
quest of the Subcommittee on Natlonal Security and International Operations of the
Committee on Government Operations, U.S. Senate, 90th Cong., first sess., 1968.

10 Dr, Alain Enthoven, who played a leading role in Introducing systems analysis to the
Defense Department, has observed that: ‘‘The major changes in strategy, the step-up in
production of Minutemen and Polaris and the build-up in our non-nuclear forces including
the increase in the Army, the tactical alr forces, and the air lift * * * were belng phased
in at the same time that PPBS was being phased in. * * * We speeded up the Polaris and
Minuteman programs because we believed that it was terribly important to have an in-
vulnerable retallatory force. We built up the Army Land Force because we believed it
was necessary to have more land forces for limited non-nuclear wars. We speeded up the
development of anti-guerrilla forces or special forces because we believed that was neces-
sary for counter-insurgency. Those things would have happened with or without PPBS.
PPBS does not make the strategy. Subcommittee on National Security and International
Operations of the Committee on Government Operations, U.S. Senate, Hearings, Planning-
Programming-Budgeting, 90th Cong., first sess, pt. 2, Sept. 27 and Oct. 18, 1967, p. 141.
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cannot be stated in operational terms. There is no agreement on what
the words mean, let alone an ability to show another person what
should be done. The reason for the difficulty is that telling an agency
to adopt program budgeting means telling it to find better policies
and there is no formula for doing that. One can (and should) talk
about measuring effectiveness, estimating costs, and comparing alter-
natives, but that is a far cry from being able to take the creative leap
of formulating a better policy.

PATTERN OF EVENTS

On the basis of numerous discussions with would-be practitioners
of program budgeting at the Federal level, I think I can describe the
usual pattern of events.* The instructions come down from the Bureau
of the Budget. You must have a program budget. Agency personnel
hit the panic button. They just do not know how to do what they have
been asked to do. They turn, if they can, to the pitifully small band
of refugees from the Pentagon who have come to light the way. But
these Defense intellectuals do not know much about the policy area
in which they are working. That takes time. Yet something must
quickly come out of all this. So they produce a vast amount of inchoate
information characterized by premature quantification of irrelevant
items. Neither the agency head nor the examiners in the Bureau of
the Budget can comprehend the material submitted to them. Its very
bulk inhibits understanding. It is useless to the Director of the Budget
in making his decisions. In an effort to be helpful, the program analysis
unit at the Budget Bureau says someining like, “Nice try, fellows; we
appreciate all that effort. But you have not quite got the idea of pro-
gram budgeting yet. Remember, you must clarify goals, define objec-
tives, relate these to quantitative indicators, project costs into the
future. Please send a new submission based on this understanding.”

Another furious effort takes place. They do it in Defense, so it must
be possible. Incredible amounts of overtime are put in. Ultimately,
under severe time pressure, even more data is accumulated. No one
will be able to say that agency personnel did not try hard. The new
presentation makes a little more sense to some people and a little
less to others. It just does not hang together as a presentation of agency
policies. There are more encouraging words from the Budget Bureau
and another sermon about specifying alternative ways of meeting
agency objectives, though not, of course, taking the old objectives for
granted. By this time agency personnel are desperate. “We would
love to do it,” they say, “but we cannot figure out the right way. You
experts in the Budget Bureau should show us how to do it.” Silence.
The word from on high is that the Burean of the Budget does not
Interfere with agency operations; it is the agency’s task to set up its
own budget. After a while, cynicism reigns supreme.

PPBS must be tremendously inefficient. It resembles nothing so
much as a Rube Goldberg apparatus in which the operations performed
bear little relation to the output achieved. The data inputs into PPBS
are huge and its policy output is tiny. All over the Federal Govern-
ment the story is the same: if you ask what good has PPBS done,
those who have something favorable to say invariably cite the same
one or two policy analyses. At one time I began to wonder if the oil

*Further discussion of this issue is found in the paper by Schick in this volume.
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shale study ** in the Interior Department and the maternal and child
health care program*2 in Health, Education, and Welfare were all
that had ever come out of the programing effort.*

The orders to expand PPBS did not say, “Let us do more policy
analysis than we have in the past.” What it said was, “Let us make
believe we can do policy analysis on everything.” Instead of focusing
attention on areas of policy amenable to study, the PPBS apparatus
requires information on @l agency policies.

PROGRAM STRUCIURE

The fixation on program structure is the most pernicious aspect of
PPBS.** Once PPBS is adopted, it becomes necessary to have a pro-
gram structure that provides a complete list of organization objec-
tives and supplies information on the attainment of each one. In the
absence of analytic studies for all or even a large part of an agency’s
operations, the structure turns out to be a sham that piles up mean-
ingless data under vague categories.’* It hides rather than clarifies.
1t suggests comparisons among categories for which there is no factual
or analytical basis. Examination of a department’s program structure
convinces everyone acquainted with it that policy analysis is just an-
other bad way of masquerading behind old confusions. A mere recita-
tion of some program categories from the Department of A, ricul-
ture—“Communities of Tomorrow,” “Science in the Service of Man,”
“Expanding Dimensions for Living”—makes the point better than any
comment,***

Even if the agency head does understand a data reduction summa-
rization of the program budget, he still cannot use the structure to
make decisions, because it is too hard to adjust the elaborate appara-
tus. Although the system dredges up information under numerous
headings, it says next to nothing about the impact of one program on
another. There is data but no causal analysis. Hence the agency head is
at once oversupplied with masses of numbers and undersupplied with
propositions about the impact of any action he might undertake. He
cannot tell, because no one knows, what the marginal change he is
considering would mean for the rest of his operation. Incremental

nI;r;)gp;acts For Oil Shale Development (Washington, D.C.: Department of the Interior,
May 8).
12 The study is presented in Committee on Government Operations, op. cit., pp. 10-45.
18 §imilar difficulties under similar conditions evidently occur in the business world. It
is worth citing Anthony's comments: “Strategic planning [that is, policy analysis] is
essentially irregular. Problems, opportunities, and ‘bright ideas’ do not arise according to
some set timetable : they have to be dealt with whenever they happen to be perceived. * * *
Failure to appreciate the distinction between regular and irregular processes can result
in trouble of the following type. A company with a well-developed budgeting process decides
to formalize its strategic planning. It prepares a set of forms and accompanying procedures,
and has the operating units submit their long-range plans on these forms on one certain
date each year. The plans are then supposed to be reviewed and approved in a meeting
similar to a budget review meeting. Such a procedure does not work. * * * There simply
is not time enough in an annual review meeting for a careful consideration of a whole batch
of strategic proposals. * * * It is important that next year’s operating budget be examined
and approved as an entity so as to insure that the several pleces are consonant with one
another. * * * Except for very general checklists of essential considerations, the strategic
planning process follows no prescribed format or timetable. Each problem is sufficiently
different from other problems so that each must be approached differently.” Planning and
Control Systems, op. cit., pp. 38-39

sFurther discussion of this issue is found in the paper by Carlson in vol. 2 of
this collection, and Feldman in this volume.

ssFyrther discussion of this issue is found in the paper by Greenhouse in this
volume.

ss#Pyurther discussion of this issue is found in the paper by Ruttan in this
volume.
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changes at the Bureau of the Budget at the agency level are made in
terms of the old budget categories. Since the program structure is
meant to be part of the budget, however, it must be taken as a state-
ment of current policy and it necessarily emerges as a product of orga-
nizational compromise. The program structure, therefore, does not
embody a focus on central policy concerns. More likely, it is a hap-
hazard arrangement that reflects the desire to manipulate external
support and to pursue internal power aspirations. Being neither pro-
gram nor budget, program structure is useless. It is the Potemkin
Village of modern administration. The fact that generating bits of
random data for the program structure takes valuable time away from
more constructive concerns also harms policy analysis. The whole point
of policy analysis is to show that what had been done intuitively in
the past may be done better through sustained application of intelli-
gence. The adoption of meaningless program structures, and their
perversion into slogans for supporting existing policies, does not—to
say the least—advance the cause of policy analysis,

GORIIAM TESTIMONY

I do not mean to suggest that the introduction of PPBS has not
led to some accomplishments. Before we consider the significance of
these accomplishments, however, it is essential that we understand
what PPBS has manifestly noz done. One could hardly have a better
witness on this subject than William Gorham, formerly Assistant
Secretary (Program Coordination), Department of Health, Educa-
tion, and Welfare, and now head of the Urban Institute, who is wide-
ly acknowledged to be an outstanding practitioner of program
budgeting.

At the highest level of generality, it is clear that PPBS does not help
in making choices between vast national goals such as health and
defense, nor is PPBS useful in making tradeoffs between more closely
related areas of policy such as health, education, and welfare. In his
testimony before the Joint Economic Committee, Gorham put the mat-
ter bluntly:

Let me hasten to point out that we have not attempted any
grandiose cost-benefit analysis designed to reveal whether the
total benefits from an additional million dollars spent on health
programs would be higher or lower than that from an additional
million spent on education or welfare. If I was ever naive enough
to think this sort of analysis possible, I no longer am. The benefits
of health, education, and welfare programs are diverse and often
intangible. They affect different age groups and different regions
of the population over different periods of time. No amount of
analysis is going to tell us whether the Nation benefits more from
sending a slum child to preschool, providing medical care to an old
man, or enabling a disabled housewife to resume her normal activi-
ties. The “grand decisions”—how much health, how much educa-
tion, how much welfare, and which groups in the population shall
benefit—are questions of value judgments and politics. The ana-
lyst cannot make much contribution to their resolution.'

14 Joint Economie Committee, Congress of the United States, Hearings, The Planning,
Programing-Budgeting System: Progress and Potentials, 90th Cong., first sess., Sep-
tember 1967, p. 5.
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It turns out that it is extremely difficult to get consensus on goals
within a single area of policy. As a result, the policy analysts attempt
to find objectives that are more clearly operational and more widely
acceptable. Gorham speaks with the voice of experience when he says:

Let me give you an example. Education. What we want our kids
to be as a result of going to school is the level of objective which is
the proper and the broadest one. But we want our children to be
different sorts of people. We want them to be capable of different
sorts of things. We have, in other words, a plurality of opinions
about what we want our schools to turn out. So you drop down a
level and you talk about objectives in terms of educational attain-
ment—years of school completed and certain objective measures
of quahty. Here you move in education from sort of fuzzy, but
very important, about what it is that you want the schools to
be doing, to the more concrete, less controversial, more easily
to get agreed upon objectives having to do with such things as
educational attainment, percentage of children going to college,
etc.

I think the same thing is true in health and in social services,
that at the very highest level objective, where in theory you would
really like to say something, the difficulty of getting and finding a
national consensus is so great that you drop down to something
which is more easily and readily accepted as objectives.’®

What can actually be done, according to Gorham, are analytic stu-
dies of narrowly defined areas of policy. “The less grand decisions,”
Gorham testified, “those among alternative programs with the same or
similar objectives within health—can be substantially illuminated by
good analysis. It is this type of analysis which we have undertaken at
the Department of Health, Education, and Welfare.” ** Gorham gives
as examples disease control programs and improvements in the health
of children. If this type of project analysis is what can be done under
PPBS, a serious question is raised : Why go through all the rigamarole
in order to accomplish a few discrete studies of important problems?

A 5-year budget conceived in the hodgepodge terms of the program
structure serves no purpose.’” Since actual budget decisions are made
in terms of the old categories and policy analysis may take place out-
side of the program structure, there is no need to institutionalize empty
labels. If a policy analysis has been completed, there is no reason why
it cannot be submitted as part of the justification of estimates to the
Bureau of the Budget and to Congress. For the few program memo-
randums that an agency might submit, changes could be detailed in
terms of traditional budget categories. Problems of program structure

15 Ipid., pp. 80—-81. One might think that a way out of the dilemma could be had by adopt-
ing a number of goals for an area of policy. When Committee Chairman William Proxmire
suggested that more goals should be specified, Gorham replied, *“‘I would like to be the one
to give the first goal. The first one in is always in the best shape. The more goals you have,
essentially the less useful any one is, because the conflict among them becomes so sharp”

(p. 83).

16 Ibid., p. 6. .

2 Anthony again supplies a useful comparison from private firms that makes a similar
point: “An‘increasing number of businesses make profit and balance sheet projections for
geveral years ahead, a process which has come to be known by the name ‘long-range plan-
ning.’ * * ¢ A S5-year plan usually is a projection of the costs and revenues that are
anticipated under policies and programs elready approved, rather than a device for con-
sideration of, and decision on, new policles and programs. The 5-year plan reflects strategic
decisions already taken ; it is not the essence of the process of making new decisions. * * *
In some companies, the so-called 5-year plan is nothing more than a mechanical extra-
polation of current data, with no reflection of management decisions and judgment: such

an exercise is virtually worthless”” (Planning and Control Systems, op. ¢it., pp. 57-58).
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would be turned over to the agency’s policy analysts who would experi-
ment with different ways of lending intellectual coherence to the
agency’s programs. There would be no need to foist the latest failure
on a skeptical world. Nor would there be battles over the costs of alter-
ing a program structure that has achieved, if not a common frame-
work, at least the virtue of familiarity. The difference is that stability
of categories in the traditional budget has real value for control *®
while the embodiment of contradictions in the program structure vio-
lates its essential purpose.®

INCENTIVES FOR POLICY ANALYSIS

PPBS discredits policy analysis. To collect vast amounts of random
data is hardly a serious analysis of public policy. The conclusion is
obvious. The shotgun marriage between policy analysis and budgeting
should be annulled.** Attempts to describe the total agency program
in program memorandums should be abandoned. It is hard enough to
do ‘a good job of policy analysis, as most agency people now realize,
without having to meet arbitrary and fixed deadlines imposed by the
budget process. I have proposed that policy analysis would be facili-
tated by abolishing the annual budget cycle. One of the great weak-
nesses of governmental policymaking is that policies are formulated a
good 2 years before funds become available. Given the difficulties of de-
vising policies in the first place, the timelag wreaks havoc with the
best analysis. Since no one seems disposed to consider this alternative
seriously, I mention it merely in passing as a change that would fit
in with what has been suggested.?®

There is no way of telling whether an analysis will be successful.
There is, therefore, no point in insisting that half-baked analyses be
submitted every year because of a misguided desire to cover the entire
agency program. The Budget Bureau itself has recently recognized
the difficulty by requiring agencies to present extensive memorandums
only when major policy issues have been identified. It is easier and more
honest just to take the program structure out of the budget.

The thrust of the argument thus far, however, forces us to confront
a major difficulty. Policy analysis and budgeting were presumably
connected in order to see that high quality analysis did not languish
in limbo but was translated into action through the critical budget
process. Removing policy analysis from the annual budget cycle might
increase its intellectual content at the expense of its practical impact.
While formal program structures should go—PPBS actually inhibits
the prospects for obtaining good analysis that is worth translating
into public policy—they should be replaced with a strong incentive to
make policy analysis count in yearly budgetary decisions. I am there-
fore proposing a substitute for PPBS that maintains whatever incen-
tive it provided for introducing the results of policy analysis into the
real world without encouraging the debilitating effects.

18 An excellent discussion of different purposes of budgeting and stages of budgetary
development is found in_Allen Schick, ‘“The Road to PPB: The Stages of Budget Reform,”
Public Administration Review, vol. XXVI, No. 4, December 1966, pp. 243-258. See also
the paper by Schick in this volume.

19 See appendix 2, this paper.

* Purther discussion of this issue is found in the paper by Rivlin in this
volume.

## Purther discussion of this issue is found in the paper by Schick in this
volume.
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The submission of program memorandums supported by policy anal-
ysis should be made a requirement for major dollar changes in an agen-
cy’s budget. The Bureau of the Budget should insist that this require-
ment be met by every agency. Agency heads, therefore, would have to
require it of subunits. The sequence could operate as follows:

1. Secretary of agency and top policy analysts review major issues
and legislation and set up a stugy menu for several years. Additions
and deletions are made periodically.

2. Policy analysts set up studies which take anywhere from 6 to 24
months.

3. As a study is completed for a major issue area, it is submitted to
the Secretary of the agency for review and approval.

4. If approved, the implications of the study’s recommendations are
translated into budgetary terms for submission as a program mem-
orandum in support of the agency’s fiscal year budget.

No one imagines that a mechanical requirement would in and of
itself compel serious consideration of policy matters. No procedure
should be reified as if it had a life of its own apart from the people
who must implement it. This conclusion is as true for my suggestion
as for PPBS. We must therefore consider ways and means of increas-
ing the demand for and supply of policy analysis.

INCREASING DEMAND AND SUPPLY

The first requirement of effective policy analysis is that top manage-
ment want it.* No matter how trite this criterion sounds, it has often
been violated, as Frederick C. Mosher’s splendid study of program
budgeting in foreign affairs reveals.?® The inevitable difficulties of
shaking loose information and breaking up old habits will prove to
be insuperable obstacles without steady support from high agency
officials. If they do not want it, the best thing to do is concentrate
efforts in another agency. Placing the best people in a few agencies
also makes it more likely that a critical mass of talent will be able
to achieve a creative response to emerging policy problems.

Policy analysis should be geared to the direct requirements of top
management. This means that analysis should be limited to a few
major issues. Since there will only be a few studies every year, the
Secretary should have time to consider and understand each one. The
analytical staff should be flexible enough to work on his priority inter-
ests. Consequently, one of the arguments by which program budget-
ing has been oversold has to be abandoned. Policy analysis will not nor-
mally identify programs of low priority. Top management is not
interested in them, They would receive no benefit from getting sup-
porters of these programs angry at them. Instead, agency heads want
to know how to deal with emergent problems. Practitioners of policy
analysis understand these considerations quite well. Harry Shooshan,

20 Frederick C. Mosher, “Program Budgeting in Foreign Affairs: Some Reflections,”
memorandum prepared at the request of the Subcommittee on National Security and Inter-
national Operg%igns of the Committee on Government Operations, U.S. Senate, 90th Cong.,
gecond sess., 1968.

*Further discussion of this issue is found in the papers by Carlson in vol. 2
of this collection, and Rivlin, Hoffman, and Marvin & Rouse in this volume.
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Deputy Under Secretary for Programs, Department of the Interior,
presents a perceptive analysis:

* %% YWe have tried to more heavily relate our PPB work and
our analytical work to the new program thrusts, and major is-
sues, not because it is easier to talk about new programs, but
rather, there is a good question of judgment, on how much time
one should spend on ongoing programs that are pretty well set.
So you restate its mission and you put it in PPB wrapping and
what have you really accomplished ?

There are going to be new program proposals, new thrusts of
doing something 1n certain areas. Let’s relate our analyses to that
and get the alternatives documented as well as we can for the
decisionmakers. So it is a combination of on the one hand it being
difficult to identify low priorities in a manner that really means
something and on the other hand, it is the fact of what have we
really accomplished by simply putting old programs in new wrap-
pings when new programs really should get the emphasis right
now in terms of what are the decisions now before, in my case, the
Secretary of the Interior, in terms of what should he know be-
fore he makes decisions relative to where he is attempting to go.
If I can relate PPB to the decision on his desk today and the near
future, I can sell him and in turn, our own Department on 