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IR ABSTRACT
%

" A PROPOSED PROGRAM BUDGETING MODEL AND ITS
APPLICATION FOR AN AMERICAN-SPONSORED
OVERSEAS SCHOOL

By
Bobby J. Ballard

The characteristics and problems of an American-
sponsored overseas school were described, including the
need for an improved systematic and rational approach for
effective planning and decision making. Program budgeting
was recommended for the overseas schools, which would pro-
vide a tool for decision makers to identify and evaluate
programs and to plan on a long-range basis. Implicit in
program budgeting is the ability to adapt to the changing
needs of a multinational student population.

The components of the Planning, Programming, Bud-
geting, Evaluation System were described, including the
responsibility matrix for each task force. Emphasis was
placed on developing a hierarchical program structure and
stating objectives for each program level in measurable
terms. The program structure provides the basis for allo-
cating resources at program levels and for the final devel-

opment of the program budget.
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The sources of information were the By-Laws of the
Parents Association, minutes of the meetings of the Board
of Education and the Parents Association, administrative
policies, the annual budget documents, student records,
faculty personnel files, accounting records, and special
reports by the administrative staff. It was indicated
that the study was of a descriptive nature, and hypotheses
were not presented for testing.

The five objectives that were considered necessary
to accomplish the purpose of this study to develop a pro-
gram budgeting model for the American Community Schools of
Athens, Inc. were:

| 1. To investigate the administrative policies and
determine if there are any policies that have
an effect or constraint upon the implementation
of program budgeting,

2. To determine the administrative and instructional

areas of responsibility and how resources were

traditionally allocated to these areas,

3. To determine the program elements for each of
the instructional areas,

4. To perform the function of program budgeting by
allocating the educational resources to program
elements, and

5. To develop criteria for measuring attainment of
the educational objectives.

It was suggested that the end-product of this study
possibly could be used by other overseas schools with modi-
fications based upon the constraints of the particular

school.
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Several conclusions and recommendations were drawn
from this study, suggesting the validity of implementing
program budgeting in the American Community Schools of
Athens, Inc. It was suggested that the study be replicated
at other overseas schools, which could result in developing
a uniform system for all such schools. This would facili-
tate the exchange of information and data similar to the
projects performed by the Western Interstate Commission for
Higher Education.

Further studies would include developing basic defi-
nitions to provide for consistency in application of data
and statistics. This could also result in developing an
operational philosophy for all American-sponsored overseas
schools and a basis for performing logitudinal studies or
behavior patterns for students educated in an overseas

environment.
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CHAPTER I

THE PROBLEM

Introduction

American enterprises, private businesses, industrial
corporations, and governmental agencies have expanded their
business operations significantly throughout the world since
World War II; this requires American citizens to travel and
relocate in foreign countries from one to several years.

Two major concerns of most American citizens considering a
foreign assignment are the adequacy of the overseas school
system for their dependents and the need for their depen-
dents to continue their education. Generally, parents will
find an American-sponsored school in almost every foreign
country.

It is estimated by the Office of Overseas Schools
of the U.S. Department of State that approximately 250,000
school-age children have accompanied their parents on an
overseas assignment. The Department of Defense operates
schools throughout the world for children of military and
governmental personnel, but allows some civilian parents to
send their children to these schools on a space-available,

tuition-paying basis.l
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The schools for civilian children are operated
generally as nonprofit private corporations or associations,
and are not controlled by the U.S. government. These
schools are owned by the parents and controlled by a local
board of education elected by the parents of the children
attending the school. Most of the civilian schools receive
various types of assistance and financial support under a
program administered by the Office of Overseas Schools of
the U.S. Department of State. The assistance programs are
intended to help the schools provide adequate education for
U.S. government dependents and to demonstrate to foreign
nationals the philosophy and methods of American education.2

During the fiscal year 1973-74, the Office of Over-
seas Schools, with an annual budget of approximately five
million dollars, gave some types of assistance to 134 dif-
ferent schools in 75 different countries. "Combined annual
operating budgets of the 134 schools total approximately
$65,000,000. Tuition payments are the principal source of

n3 The Office of Overseas Schools

financing for the schools.
reported that during the period 1973-74, the student enroll-
ment included 33,992 U.S. citizens and 36,495 from other
nations, as shown in Table 1l.1l. The professional staff

was also multinational, composed of 3,071 U.S., 1,949 host

country, and 752 third-country citizens, also shown in

Table 1.1.
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The student bodies of the civilian schools are
typically multinational. A good example is the pattern of
student enrollments at the American Community Schools of
Athens, Inc., Athens, Greece, which shows, in Table 1.2,
forty-four different countries represented during the six-
year period from 1968-69 to 1973-74.

Citizens of countries other than America and Greece
are considered third-country or third-culture citizens.

An explanation of third cultures, as reflected in a multi-

national overseas school, was offered by Ruth Useem:
A third culture is the style of life, values, patterns
of behavior, and norms created and shared by individ-
uals who are representatives of their societies or
some segments thereof and who are relating their
nations or some sections of them to each other. Third
culture people are not tourists or immigrants or
expatriots, but diplomats, military personnel, edu-
cators, technical aid persons, missionaries, business
people, reporters and foundation representatives. The
style of life and patterns of behavior and norms of
any particular third culture reflect changes which
occur both within societies and between societies.

Although the student body is multinational, all
programs except foreign languages are presented in English.
"The instructional programs all provide a core curriculum
which will prepare students to enter schools, colleges and

universities in the U.S."5

Need for the Study

Throughout the world, school administrators are
receiving pressure to justify their management decisions and

the use being made of the school's educational resources,



even though, as Jean Hills argued, "that what proponents of
accountability wish to achieve is incompatible with the
value systems and functions of the school."6 The overseas
school budgets for operating costs are generally small and
relatively uncomplicated. Systematic analysis of the alter-
natives on a short- or long-range basis has not been given
much consideration. Generally, local boards of education
have the responsibility for making certain that their
schools are operating properly and their philosophy for the
school system is carried out.
Accountability, as defined by Arthur R. Olson, "is

a tool--or a process--a way to give the public the facts
they need to judge more accurately how well their schools
are doing."7 He continued:

Some form of accountability is not new in educa-

tion. . . . What is new is the heavy emphasis on stu-

dent performance or outcome measures. Recently the

concept of accountability has found its way into the

laws of at least 23 states. These enactments include

a host of new accountability requirements for the

development of assessment programs and evaluation

systems."8

The Research Corporation of the Association of School

Business Officials pointed out that educators have not ade-
quately met the challenge of effective planning:

Educators have been doing some planning from whence

has come some new programs and a revision of others.

And there has been some evaluating. But, the fact

remains that educators have not started a systematic

study with: (1) a careful look at the needs and prob-

lems of their districts, (2) an inventory of avail-

able resources, (3) the establishment of broad goals
and general objectives, (4) reaching agreement on
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priorities, (5) the consideration and analysis of
alternative program strategies, (6) the establishment
of programs according to plan, (7) the procurement

and allocation of resources according to plan,

(8) the preparation of the budget format, (9) the eval-
uation of the total effort, and (10) finally recycling
and revision as seems necessary and/or desirable.

Albert B. Sabin also pointed out, in reference to
effective planning: "If problems are not anticipated and
if appropriate action is not taken long before they reach
crisis levels, we must be prepared to suffer the chaos
that follows."lo

The researcher had an opportunity to discuss finan-
cial and operating procedures of overseas schools with
members of boards of education, superintendents, and other
administrators from Europe, Asia, and Africa.ll It was
found that:

1. All overseas schools prepare a formal tradi-
tional budget for the total school but generally only for
one year in advance.

2. Costs for each student are developed simply
by dividing total costs by the total number of students.

3. Only a few schools develop costs by school
level, such as elementary, middle, or high school.

4, Some schools borrow funds for major capital
improvements and budget from current operating funds an
amount sufficient to amortize the loan over the period or

term of that loan, but a few schools raise tuition on a

current basis to provide the funds.



5. Planning generally is on a short-range basis.

6. There are not any overseas schools developing
costs or allocating funds by program levels.

In most overseas schools fluctuating enrollments
create serious financial problems, especially when enroll-
ments drop during the school year and teacher contracts are
committed for the full year. At the American Community
Schools of Athens, Inc., for 1971-72 the actual full-time
equivalent enrollment was 1,946 students. For 1972-73 the
enrollment was estimated at 2,250 students, but there was
an actual enrollment of 2,406, which resulted in a surplus
of funds of $113,000 for the fiscal year. For 1973-74,
the estimated enrollment was 2,500 but resulted in an
actual enrollment of 2,240 and a financial deficit of
$136,000 for the fiscal year.12 The reasons for the fluc-
tuating enrollments at the American Community Schools of
Athens, Inc., are not easily or specifically identifiable,
but possibly are a combination of the following:

1. Increase in tuition from 1972-73 to 1973-74

of 6 percent and from 1973-74 to 1974-75 of
27 percent as shown in Table 1.3.

2. Devaluation of the dollar from thirty Greek

drachmae to twenty-seven for each dollar.13

3. Miliary coup in November, 1973, overthrow of

the president, and temporary establishment of

martial law.14



4., Political pressure to replace U.S. and third-

country national employees with local

nationals.ls

5. Delay by the U.S. Naval Sixth Fleet in estab-

lishing homeporting in the Athens area.16

6. High inflationary rate in Greece of approxi-
mately 30 percent increase in 1973 over 1972.17
Many other factors may cause a shift or change in
the population of an overseas school Ruth Useem suggested
the following:
The number and composition of the community of for-
eigners and host nationals may change rapidly. A
break-off in diplomatic relations or an opening up
of diplomatic relations between two nations, an out-
break of war, an ending of war, new trade agreements,
a growing sense of nationalism and anti-foreignism
within a country, inflation, new knowledge, the growth
of the "fourth world" of oil-producing nations--all
affect the way of life led by overseas nationals in
their mediator roles with host nationals and repre-
sentatives of other countries.l
Underlying problems resulting from the fluctuating
patterns of enrollments were explained by Richard Berendzan.
He stated that population changes affect educational insti-
tutions in at least two ways: (1) on student enrollment
structures and (2) on curriculum and staffing.19 Some
fluctuations in enrollment can be predicted; Philip M.
Houser felt educational administrators who are responsible
for planning must be cognizant of these data.20
The effects of fluctuating enrollments on higher

education were presented in a report by the Carnegie



Commission.21 These detrimental effects would be applic-
able to overseas schools as well.
The major problems confronting overseas schools
are increasing costs and highly, sometimes unpredictable,
fluctuating student enrollments. Overseas schools gen-
erally construct traditional budgets on a formula basis,
e.g., allocating teacher positions or teaching supplies,
geared to the number of students. However, there is little
evidence that instruments for efficiency analysis are being
used at program levels within the overseas schools.
The following observations by Frederich Balderston
are equally applicable to an overseas school:
In the past, these institutions were capable of grow-
ing in many directions without having to assess mis-
sion or scope and without being specifically account-
able--financially or otherwise--to funding agencies.
. . « The problems of identifying and measuring the
components of such complex organizations or of analyz-
ing and evaluating their performances are enormous,
and these problems are complicated by uncertainties
about how to identify and demonstrate the quality and
quantity of education.?22
Recommended for the overseas schools is a Planning,
Programming, Budgeting, Evaluation System. The expected
results from PPBES are to provide decision makers with a
tool for (1) systematically planning and identifying goals,
general objectives, and related programs considered for
implementation; (2) analyzing alternatives on a long-range

basis for selecting the most feasible program to attain the

objectives; (3) reconciling the requirements for each
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program with the current year's available resources; and

(4) evaluating the results of costs and benefits and how

23

effectively the programs have operated. Implicit in

PPBES for an overseas school is the ability of the system
to adapt to the changing needs of a multinational body of
students. Wilbur Steger emphasized the need for PPBES as

follows:

To focus attention on major issues for education; to
introduce analysis routinely into comparison of alter-
native resource allocation; to provide information
about future as well as current costs and benefits;

to present agency budgets in terms of meaningful
activity structure; to save and focus the decision-
making time to high officials.Z24

The major steps that must be considered in PPBES
are as follows:

An assessment of the needs.

The examination of existing goals.

The establishment of a set of priorities.

The tentative determination of major programs.
The careful analysis of alternatives.

A selection of alternatives.

The preparation of a program and financial plan.
The development of a comprehensive plan for eval-
uation.

oo WN -
L ]

Traditional Budgets vs. PPBES

Traditional budgeting is input oriented and is con-
cerned with money, personnel, and supplies needed by the
institution rather than focusing on attaining objectives
established for the institution. In contrast, PPBES is
output oriented and is concerned primarily with fulfilling

the objectives and programs of the institution.26
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In an experiment conducted by Martin J. Scurrah
and Moshe Shani to determine if there would be interper-
sonal consequences in. introducing program budgeting as
compared to conventional budgeting:

It was hypothesized that there would be more intra-
individual conflict in faculty groups using a PPBS
approach than in groups using a conventional budget-
ing approach; that there would be more interindi-
vidual conflict in faculty groups using the conven-
tional or the PPBS budgeting approach than in groups
using a PPBS; and that there would be no difference
in the average ratings of budgets prepared by groups
using the conventional or the PPBS budgeting tech-
niques. The first and third hypotheses were not
confirmed; the second hypothesis was confirmed.27

Recognizing student needs and involving the staff
in the decision-making process are important considerations
in PPBES. When people are involved in developing programs,
they will be more inclined to accept and support the pro-

gram.

Long-Range Planning

Budgets for overseas schools are traditionally
short range, that is, for one or two years. Parents appear
reluctant to support high tuition for long-range plans,
especially when their tour of duty may be for two years

or less. Charles L. Schultze,28 Research Corporation,29

Philip Coombs,30 and others have recognized the need for
research on and consideration for applying the concepts of
PPBES to long-range planning. Kiser and Edwards, in con-

ducting a study of 140 U.S. schools using PPBES, reported

that one of the major problems was
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. « « the inability to develop multi-year program and
fiscal plans. Long-range planning has never been a
forte of educators. PPBES encourages them to develop
three- to five-year plans to focus attention more
critically upon the future consequences of present
decisions and to improve the rationality of daily
operating decisions made in the context of projected
activities.31

David Novick indicated that long-range planning was
a necessity for effective planning and that programs for
short-range years are generally less flexible. Novick
used the automobile industry to illustrate his point:

In the current time period, next year's model or the
automobile for Year I is a fixed thing with only a
little possibility of change. The article for the
year after that, or Year II, is almost a fixed thing
because commitments must be made to long lead times,
as much as 18 months in advance. Even the automobile
for Year III is fairly well developed at this point
in time and they are also planning for automobiles
for Years IV and V.

The remote areas of some overseas schools, problems
of recruiting and retaining staff, and difficulty in obtain-
ing supplies and equipment make long-range planning essen-
tial for operation of the school.

Charles Schultze observed that long-range plans
should be analyzed for current programs, even though the
school district does not anticipate new programs:

The multi-year plan could include only future conse-
quences of currently proposed decisions. Under this
method the five-year plan accompanying the budget sub-
mission would propose decisions for the first year and

show for the subsequent four years, both the output
and financial costs of proposed and prior decisions. 3
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Multiyear planning should emphasize the need to
develop incremental costs connected with continuation of
present programs. Schultze stated that:

Over the past five years, federal budget outlays on
domestic programs have risen sharply. Under these
circumstances, one would expect that decision makers
would have had substantial flexibility in directing
the course of spending according to their perceptions
of priorities. 1In practice, however, the built-in
increases every year, stemming from prior year deci-
sions, have absorbed a large fraction of each single
year's budget increase. The size of these built-in
increases has always come as a surprise. Available
options in any single year have consequently been
much smaller than one would surmise simply by looking
at the size of the aggregate five-year increase. An
information system that provides an aggregated measure
of built-in increases, and tags each major decision
with its future consequences in the context of that
aggregate, at least indicates to decision makers what
their current decisions are doing to their future
options.34

Systematic Analysis

One of the primary concerns of PPBES is the empha-
sis placed on the analysis of alternatives. Educational
administrators are encouraged to examine the impact of
selecting one program over other programs in achieving the
stated objectives.

The Research Corporation reflected on the impor-
tance and purposes of resource analysis as follows:

To generate, collect, store and retrieve data--
financial, program and other--that will assist in
relating inputs (resources) to outputs (educational)
outcome.

To organize and link resource data to the program
structure to produce information that will aid the

decision-maker in analyzing alternative means of attain-
ing his objective and informally documenting the
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resources required for the alternative chosen by the
decision-maker.

To reduce, wherever possible, the unknowns of
resource requirements, and where information explicitly
answering decision-makers' questions cannot be pro-
vided, to determine the bounds on the range of uncer-
tainty in the future about resource requirements and
their costs, i.e., to perform sensitivity analysis.

Carpenter and Haggart felt that "evaluating alter-

natives is both the why and how of program budgeting for

educational planning."36

John Benton suggested that under systematic analy-

sis "alternative courses of action are identified and sub-

||37

jected to some kind of evaluation. Schultze argued

there is a complex set of relationships between inputs
and outputs and a definite need for analyzing alternative
programs for funding purposes:

Federal elementary and secondary education programs
primarily consist of grants-in-aid to state and local
governments. It is essential to know whether fed-
eral funds are additive to or simply substitutes for
state and local education funds. As a substitute for
state and local funds, federal aid to education does
not increase the resources going into education, but
is simply a form of general financial assistance to
state and local governments. To the extent that fed-
eral funds are additive, they increase resource
inputs. Assuming the federal program to be additive,
what particular resources does it add, and what con-
sequences do those additional resources have on var-
ious measures of educational achievement? Alterna-
tive programs will produce different results in terms
of additivity and the mix of resource inputs. We
cannot choose among them, in order to achieve a par-
ticular set of obgectives, until we know what those
differences are.3

Also in strong support for program analysis,

V. B. Lewis stated:
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Adequate analysis of data should result in reason-
able assurance that the return from every expenditure
will be worth its cost in terms of sacrificed alter-
natives; incremental analysis, i.e., analysis of the
additional values to be derived from an additional
expenditure, is necessary because of the phenomenon
of diminishing utility; and comparison of relative
merits can be made only in terms of relative effec-
tiveness in achieving a common objective.39

Criteria Used to Measure Output in
Elementary and Secondary Schools

One of the most difficult problems for elementary
and secondary schools is measuring the output or attain-
ment of objectives. Some of the following criteria for
measurement have been used:

1. Scores on achievement and scholastic tests

2. Number of graduating seniors

3. Promotions between class levels

4. Numbers of graduates gaining access to and
attending post-secondary institutions

5. Number gaining immediate employment upon gradu-
ation and/or a combination with salary level

6. Student-teacher ratios

7. Measuring costs per student

Robert Ross pointed out the goals should be stated
in such a way that the accomplishment of the goal can be

40 Warland D. Wight felt

readily determined and evaluated.
educational performance objectives should be expressed in
behavioral terms that are readily accessible.41 Ronald W.
Bruton stressed the need to evaluate objectives in terms
of student behavior:
There is an obvious need to evaluate the merit of
behavioral objectives empirically, but no method for
doing so. Several investigations (e.g. Butler et al.,

1971; Stake, 1970) have devised methods for evaluat-
ing objectives, but their methods are based upon the
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quantified opinion of experts. To achieve greater
empiricism, objectives should be evaluated instead
in relation to child behavior.

Purpose of the Study

The purpose of the study is to develop a program
budgeting model, specifically designed for the American
Community Schools of Athens, Inc., in Athens, Greece.

The objective is to develop a methodology for determin-
ing the cost of program elements required to produce an
educational benefit or outcome. Attaining the objective
will provide administrative decision makers with informa-
tion and alternatives to implement new programs or delete
outdated programs to meet best the needs of a highly
fluctuating, multinational student body of an overseas
school. The program budget is not intended to replace the
formalized traditional budgeting procedures but to comple-
ment the process by analyzing programs and providing
alternatives.

To attain the purpose of this study, it is neces-
sary to identify the present programs and to identify

present resources allocated to these programs.

Scope and Limitations of the Study

The study is intended to develop a working model
for implementing a system of program budgeting in the
American Community Schools of Athens, Inc., Athens,

Greece. The study begins with a detailed evaluation of
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the traditional budget document, which will facilitate the
collection of data necessary for the preparation of the
program budget. The program budget will include all of
the programs offered and presently utilized by the Ameri-
can Community Schools of Athens, Inc. Implicit in the
conceptional design is the broad involvement of members
of the professional staff at all levels. The study will
require the cooperation of school board members, adminis-
trators, teachers, and students concerning programs and
plans for all grade levels. Available data from student
records, faculty records, and administrative policies
adopted and approved by the governing board of education,
as well as current budget and accounting records, will be
assembled and related to program activities.

Each overseas school is a unique entity, which
must develop programs to fulfill the needs of its students.
Locality of the school, host country culture and laws, and
multinationality of student enrollment may restrict the
flexibility of implementing certain programs. As a con-
sequence, the program structure developed for one over-
seas school may not be feasible for the plans and objec-
tives of a school in another country. This study and
proposed model are limited to data available and applicable
to the American Community Schools of Athens, Inc., Athens

Greece.
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Since the study is of an exploratory nature and
not of an empirical design, hypotheses have not been pre-

sented for testing.

Overview

To accomplish the purpose of this study, in Chap-
ter II the literature containing information regarding
program budgeting and the forces affecting PPBES is
reviewed. In Chapter III the rationale and methods for
the study are described. Observations from the research,
including a model for program budgeting for the American
Community Schools of Athens, Inc., are presented in
Chapter IV. Conclusions and recommendations of the study

are summarized in Chapter V.
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CHAPTER II

REVIEW OF THE LITERATURE

Introduction

The literature regarding PPBES has increased sig-
nificantly in the past few years. The Research Corpora-
tion of the Association of School Business Officials has
made the most significant contribution to further the
understanding of PPBES by conducting extensive, in-depth
studies. The Research Corporation published a book

entitled Education Resources Management System, intended

for use by elementary and secondary schools. The authors
used the terms ERMS and PPBES interchangeably.

The Rand Corporation, through its staff members,
the Department of Defense, the National Center for Higher
Education Management Systems at Western Interstate Commis-
sion for Higher Education, and the American Council of
Education, have made major contributions in understanding,
applications, and implementations of PPBES.

In this chapter the term "management information
system" is reviewed and the conceptual elements of PPBES
as a tool for a management information system are identi-

fied. Then a review is made of each process or function
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of PPBES and the hierarchical relationship of objectives
and the program structure.

The importance of analysis in an operating system
is also reviewed. Selma J. Mushkin and James R. Cleaveland
indicated that a continual process of analysis will guard
against obsolescence of programs and activities.l A short
review is made of the need for long-range planning and
for a cost-estimating relationship as a basis for esti-
mating costs for long-range planning. To bring credibil-
ity to the purpose of the study, some of the legal require-
ments for implementing, current "users," and institutions
performing research in PPBES are discussed. Finally,

steps for implementation of PPBES are reviewed.

Management Information Systems

A key element in any management system is the sup-
porting management information systems.2 Leonard Krauss
stated that the objectives of a management information
system are to collect and make available such information
as is needed by management to run the business; to improve
overall operations by providing management with decision
information that is accurate, up to date, and rapidly
accessible; and to improve profit and customer service by
getting the right information to the right people so they
can make the right decisions.3

The Michigan Department of Education, in defining‘a

management information system, stated that:
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A Management Information System is intended to supply
information to an organization's decision-makers.
The Management Information System attempts to make
information available, not to replace decision-makers.
The manager's information needs vary with the task at
hand and with his ability to use information. There-
fore, it is the task of the Management Information
System, not to supply a pre-set package of informa-
tion, but to supply greater versatility in pertinent,
timely information.
Another definition of a Management Information
System was offered by Donald Heany for a business enter-
prise, but would be equally applicable to an educational
institution:
A set of well-defined roles, practices, and proce-
dures by which men, equipment, or both are to operate
on given input so as to generate information satis-
fying specifications derived from the need of given
individuals in given business situations.
The essential role of a Management Information
System is to provide a basis for the organization of infor-
mation that will assist an educational institution's
efforts to structure its objectives and evaluate the means
to achieve them.6 A central concern of a Management
Information System is to assist educational administrators
with the decision-making process. According to Joseph A.
Maciariello and Willard F. Enteman:
A management control procedure is one which provides
the information an institution requires to allocate
its resources to the programs that_are most produc-
tive in fulfilling its objectives.
The most effective management information system
developed for educational institutions is the Planning,

Programming, Budgeting, Evaluation System (PPBES). The






24

major processes are interrelated and provide a major sup-

port for decision making. The following diagram provides

a conceptualization of the major processes of PPBES.8
PLANNING

Generating

objectives
EVALUATING: PROGRAMMING:
Progress Generating al-
output and ) PLANNING < ternative sets
effectiveness DECISIONING

of activities
¢ » and services

BUDGETING:
Formalizing plans,

accounting and
reporting

PPBES, then, is a management information system for
educational institutions which identifies needs and sets
goals and objectives to satisfy the needs (planning pro-
cess), provides alternatives for accomplishing the objec-
tives (programming process), allocates resources to
programs selected (budgeting process), and evaluates the

effectiveness of the programs in attaining the goals and
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objectives of the institution (evaluating process).9 Sue

Haggart suggested that an implication of PPBES in policy
decisions is "a way of thinking about where you are going,
where you want to go, how to get there, at what cost, and

with what benefit."lo

Components of PPBES

The Research Corporation has performed extensive
research relative to PPBES, and described the components
on a highly comprehensive basis.

Planning is the continuing process of guiding internal
change, so that the school adapts effectively to the
dynamic society of which it is a part. As new infor-
mation emerges (either externally from within society
or internally from within the school system) an
adjusted picture of reality is described for consid-
eration by decision-makers. Planning is oriented to
the relative emphasis upon the modification, creation
or elimination of programs required to achieve the
long-range goals for the school district.ll

Table 2.1 reflects the activities and responsibili-
ties of the planning process.

Programming is defined as the process of developing
program plans consisting of interrelated learning
activities and support services with each plan repre-
senting a design for attaining educational objectives.
The programming process brings together the informa-
tion essential io the planning, budgeting and evalua-
ting processes.+2

Table 2.2 summarizes the activities and responsi-
bilities of the programming process.

Budgeting includes a series of activities which provide
the decision-makers with resource and cost information
essential for planning, programming and evaluating the
allocation of resources. The budgeting activity inter-
acts with the planning, programming and evaluating

processes, from the inception of a possible plan to its
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implementation, modification and/or deletion. The
activities include determining available resources,
preparing the program budget, program costing and
making special studies.

Table 2.3 outlines the functions and activities of
the budgeting process.

Evaluation is the process of assessing the attainment
of objectives and the worth of programs. Evaluation
should compare and contrast performance, with pro-
jected and actual, with the requirements that led to
the creation of the program plans.14

Table 2.4 suggests the activities and responsibili-
ties of the evaluating process.

According to Frederich E. Balderston, "programbudget-
ing is a conceptual schema for directing resource alloca-
tions according to the objectives of the institution."15
As stated by the California State Department of Education,

The program budget in a PPBES is a plan that relates
proposed expenditures for programs, within a specific
time frame to goals and objectives, based upon a pro-

gram structure classification. It includes the pro-
posed revenue sources for financing programs.

Objectives and Program Structure

PPBES, in contrast to traditional planning and
budgeting systems, emphasizes the need to identify the
institution's goals and objectives. The programs are
developed to achieve the objectives. Stephen Barro
stated that:

Objectives for program budgeting need to be stated at
levels of abstraction that lie between the philosophi-
cal objectives and the behavioral, instructional

objectives. To be useful at the program element
level, objectives must be operational. That is they
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should be translatable into well-defined measures of
effectiveness or performance, such as achievement
test scores, attitudinal indicators, and measures of
post-school success. Objectives at the subprogram
and program levels represent aggregations of the
program-element level objectives. They need not cor-
respond directly to operationally defined effective-
ness or performance measures, as do the lower-level
objectives, but they should group the lower-level
objectives in ways_that are relevant to the larger
strategies issues.

Table 2.5 reflects the hierarchy program-element
level objectives as conceptualized by Barro.

The program structure, according to Warren Gulko,
is "a classification system that categorizes the activi-
ties of an organization according to their relationship

18

to the organization's objectives." Haggart defined

program structure as follows: "The program structure,

through programs, relates activities (and their resources)

to objectives."lg

The California State Department of Education wrote:
Programs are coded by number to facilitate the collec-
tion of such data as costs and statistics in a variety
of combinations and formats consistent with the program
structure. These data are used to control program
expenditures, to evaluate program effectiveness in
terms of stated objectives, and to analyze the cost
effectiveness of alternative programs. 2

The breakdown of the program structure into (1) pro-

grams, (2) subprograms, and (3) program elements emphasizes
the output orientation of PPBES. The emphasis of the pro-

gram structure is on students attaining certain skills,

attitudes, or behaviors as stated in the objectives. The
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Research Corporation, in connection with the program struc-

ture, stressed the following points:

1. The basis for a program structure is an orienta-
tion for goals or objectives.

2. Programs relate to specific student needs.

3. The prime focus is upon a learner outcome.?2

The program structure provides the basis for allo-
cating resources at program levels and for the development

of the program budget.
Educational performance objectives should be stated

in behavioral terms so that attainment or accomplishment of

22,23

the objective can be readily determined. As Roy H.

Forbes stated:

Behavioral objectives tend to simplify the process for
determining the effectiveness of the program, but they
are not entirely necessary. Expressive objectives, if
stated in measurable terms, can also be used.?

For example:
LEVEL OBJECTIVE

1 For 90 percent of the graduating seniors
who wish to enter the labor force togain
employment within three months of gradu-
ation as measured by a district survey.

2 For 90 percent of the graduating seniors
who wish to enter the labor force togain
employment as desired in business, with-
in three months of graduation as mea-
sured by a district survey.

3 For 90 percent of the business curricu-
lum students to meet the following stan-
dards:
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LEVEL OBJECTIVE

Typing--40 words per minute as mea-
sured by the IBM Test with 90 percent
accuracy.

Shorthand--60 words per minute as mea-
sured by the Gregg Test with a 2000
word vocabulary.
Bookkeeping--Demonstrate ability to use
journals, income statements, and bal-
ance sheets as determined by classroom
tests.

Office Machine Operation--Mean score
equal to national average on UCR Tests.

4 Upon course completion 90 percent of the
students will be able to accomplish the
following based on classroom tests:

(1) State and understand the basic
accounting equation of double
entry bookkeeping.

(2) Understand the function of and
make journal entries.

(3) Understand three depreciation
calculation methods.25

This position was further supported by Robert F.

Ross, who stated that:

All objectives are defined as specific, measurable
results that guide planning decision toward previously
determined goals. An objective has a result that can,
in some way, be measured and that contributes to the
achievement of a broader goal.26

Judson T. Shaplin suggested there may be some dif-

ficulty in the totality of measuring an objective:

The more important the objectives, the more difficult
it is to measure the achievement of them. It is
easiest to measure immediate recall of information of
the development of manipulative skills, more difficult
to measure changes in attitudes and underlying values,
perhaps most difficult to measure the basic process of
learning capacity to think, the process of inquiry.
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Analysis

Robert F. Ross suggested that one of the most impor-

tant functions of analysis is to "identify the types of

costs that result from the activity being analyzed,“28

but pointed out that "even if no precise estimate can be
made of the magnitude of these costs, it is important to
identify them prior to carrying out the action or activity

and present them in writing to the persons rendering a

29

judgement and decision about the activity." Table 2.6

reflects the basic processes of systems analysis in PPBES.
"One of the central problems of any analysis is

the choice of a criterion, or test of preferences, which

would suggest the best combination of desirable factors.“30

Gene Fisher, in reflecting on the role of analysis
as used in program budgeting, stated that:

First of all we must be very clear about what the pur-
pose of analysis really is--particularly in a long-
range planning decision context. Contrary to what

some of the more enthusiastic advocates of quanti-
tative analysis may think, I tend to visualize analy-
sis as playing a somewhat modest, though very signifi-
cant, role in the overall decision-making process.

In reality most major long-range planning decision
problems must ultimately be resolved primarily on the
basis of intuition and judgement. I suggest that the
main role of analysis should be to try to sharpen this
intuition and judgement. In practically no case should
it be assumed that the results of the analysis will
make the decision. The really interesting problems are
just too difficult, and there are too many intangible
(i.e., political, psychological, and sociological) con-
siderations that cannot be taken into account in the
analytical process, especially in the quantitative
sense. In sum, the analytical process should be
directed toward assisting the decision-maker in such a
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way that his intuition and judgement are better than
they would be without the results of the analysis.3l

A systematic approach to problem solving through
analysis was offered by Edwin A. Read, and is presented
in diagram form on Table 2.7. The approach is presented
in two parts, and can be summarized as follows:

PART I--System Analysis
1.0 Identify and define the problems from a vali-
dated educational need
2.0 Determine the solution requirements
2.1 Define the objective in measurable terms
2.2 Determine the performance requirements
(end-product specifications and criteria)
2.3 Identify the constraints (conditions that
might jeopardize the success of the mis-
sion)
0 Analyze the problem (problem analysis)
.0 Generate alternative solutions
0 Select preferred solution
0 Analyze the solution
6.1 Perform a mission analysis (identify the
milestones or subobjective required for
the partial attainment of the mission
objective)
2 Perform a function analysis
3 Perform a task analysis
6.4 Perform a method-means analysis

PART II--Systems Synthesis
7.0 Select preferred method-means for implementing
each part of the solution
8.0 Implement the solution
9.0 Evaluate success of solution

6.
6.
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Virginia Held wrote:

Along with facilitating an awareness of the objectives
to be sought, PPBES provides for the application of a
battery of new techniques, such as systems analysis and
cost-benefit analysis in an effort to increase the pos-
sibilities of making rational choices between alterna-
tive means.

Several concepts for analysis have been suggested

by different authors. Two of the concepts most frequently
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used in PPBES are cost-effectiveness analysis and cost-
benefit analysis. Cost-effectiveness analysis helps the

planner to relate the resources required by a program to

its effectiveness.34 The cost-effectiveness analysis "is

useful in comparing alternatives when either the cost

(budget level) or the effectiveness (achievement) is held

constant."35

According to Charles L. Schultze, "Cost-effectiveness
analysis is designed to solve problems by finding the most

effective and most efficient solution on the basis of

n36

objective criteria. Roy H. Forbes distinguished between

cost-effectiveness analysis and cost-benefit analysis by

stating that "effectiveness is a measure of the achievement

of program objectives," whereas:

Cost-benefit is an analysis of the cost and the result-
ing monetary benefits of one or more programs or pro-
gram components. For example, a cost-benefit analysis
of a vocational education program would attempt to
identify all monetary benefits resulting from the pro-
gram. Some benefits are easily identified, e.qg.,
potential increased earning power and the resulting
increase in income tax revenue. However, other bene-
fits become more difficult to measure, e.g., possible
decrease in welfare expenditures, possible decrease in
losses due to criminal acts and benefits associate§7
with cultural contributions of time and resources.

Robert F. Ross suggested two approaches for analyz-
ing costs and efficiency:

(a) equalize costs and compare differences in benefits.
This approach is appropriate for assessing the effec-
tiveness of two or more activities in accomplishing the
same objective. This approach also is best when funds
are set and the problem is to make the best use of the
available resources.
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(b) equalize benefits and compare costs. This approach
is most suitable for determining the most efficient way
of achieving a set goal or objective. This approach
also permits the evaluators of the program to determine
where the point of diminishing returns is reached, by
measuring the benefits that result from additional
resources. 39

Margaret B. Carpenter and Sue A. Haggart and the
Research Corporation stated that:

Cost-effectiveness analysis is, quite frankly, a tech-
nique for comparing programs, and may be used:

--to help assess the relative worth of several inno-
vative programs with the same educational outcome
(such as improvement in reading achievement) ;

--to determine whether a single program is becoming
more or less effective as time passes so that steps
may be taken to improve it, if necessary;

--to help assess the relative worth of the same pro-
gram for different student populations (such as
those with differing socioeconomic backgrounds) or
in different school settings.40,41

According to J. Allan Thomas, "effectiveness is the
measure of the extent to which the objective (or weighted

42

index) is achieved." By definition, effective means

"adequate to accomplish a purpose; producing the intended

nd3 It follows then that objectives or

or expected result.
purposes must be clearly described and specified in indis-
putable terms if effectiveness is to be measured. Because
resources generally will not meet the demands for these
limited resources, R. J. Ward defined efficiency as "the

art of getting the maximum result possible with the minimum

amount of cost . . . maximizing the ratio of outputs to

inputs."44
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Multiyear Planning and Cost
Estimating Relationships

One of the main concepts of PPBES is the require-
ment for educators to make multi-year plans and the review
of the consequences a current decision will have on
resources in future years. "Since program budgeting

involves multi-year planning, total cost must include costs

w45

for the entire planning time horizon. "The multi-year

financial plan presents financial data for existing and

alternative programs projected for a period of several

years."46

The Research Corporation supported this position:

An attempt should be made to derive the incremental

program cost by first developing a total multi-year

program cost for continuation of present commitments
and a total cost for a comparable multi-year period

for each alternative program to be considered.47

According to Charles L. Schultze, the system must
provide an aggregate measure of built-in increases on a
multiyear basis and reflects upon each major decision with

its future year consequences in the context of that aggre-

gate.48 Frederich E. Balderston argued that:

One basic idea in PPBES is to specify what is to be
accomplished in each program in each future year and
then to calculate how many resources will be needed
for the program and to specify when those resources
have to be acquired and at what cost in order to meet
the schedule of the program. This system forecasts
the cost of the program over a series of years and
sets forth the timing of these costs, thereby avoiding
seemingly innocuous first-year commitments to pro-
grams that eventually turn out to be far more costly
than originally contemplated.49
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Planning on a long-term basis is concerned with

the goals of the school, but emphasis is also placed on

the feasibility of the plans in view of available resources.

Novick stated that:
Financial planning for a period longer than a year
must always carry the qualification that provision
of adequate resources cannot be guaranteed. If
resource levels are changed, however, a financial
plan that is more directly translatable to program
output simplifies the revision of nonfinancial
goals.
An important element of multiyear planning is the
necessity for estimating costs. As educational institu-

tions generally expend 85 percent51

of their total opera-
tional financial budget on salaries and related fringe
benefits, the following discussion on cost estimating
relationships is limited to salaries. The first example
for estimating salaries and number of personnel in future
years was suggested by James A. Dei Rossi. Assuming that
the average current salary was determined and that the
future increases could be predicted at 5 percent annually,
then the average salary for each year could be computed

by using the formula offered by Dei Rossi:52

Sl = average salary (1 + .OS)tl

Where S = average salary for each year
t = time variable for each year

The next step is to determine the staff required to ful-

fill the institution's objectives. "Average Daily
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Attendance is an appropriate measure of size for estimat-

53

ing total operations staff requirements." Dei Rossi

pointed out that:

Obviously, these results, although empirically derived,
are based on several assumptions and judgements. It
was assumed that the average salary was sufficiently
representative to be used for estimating future change
in average salaries. Also, the average district
experience of several districts was used to estimate
the staff requirements of this district. However, one
advantage of the type of approach outlined for esti-
mating future costs is that it does force these kinds
of assumptions to be made explicit.

The Research Corporation supported the cost esti-
mating relationships offered by Dei Rossi, stating that:

Many estimating relationships are simple mathemati-
cal statements that a cost or resource is directly
proportional to some known characteristics of that
resource. . . . Similarly, there are factors for
estimating nondollar resources; a student-teacher
ratio is such a factor.

Users of PPBES

A review of the institutions presently using PPBES
is not intended to be all inclusive. The purpose of review-
ing some of the users and laws related thereto is to add
credibility to the applicability of recommending implemen-
tation of PPBES in an overseas educational institution. A
significant number of elementary and secondary schools,
colleges and universities, and state and federal govern-
ments have adopted PPBES in recent years.

Harry Hartley reported that:

As far as the current state goes, it is difficult to
determine exactly how many states have mandated some
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form of PPBS and how many local schools are actually
"doing" PPBS. My own judgement is that more than
1,500 local schools are actually engaged in PPBS
development in operational sense. Operational usage
of PPBS continues to grow.

"In August, 1965, President Lyndon B. Johnson
directed all the major civilian agencies of the federal
government to install planning, programming and budgeting

systems (PPBS) along the general lines of the Defense

57

Department model." Table 2.8 reports the federal insti-

tutions using the PPB System.

The State of Michigan required all colleges and
universities to adopt PPBES, as stated in the "Instruc-
tion" sheets:

In February, 1971, Governor Milliken formally com-
mitted the Executive Branch of Michigan State Gov-
ernment to an improved decision process. The design
of a Program Budget Evaluation System (PBES) was
undertaken at that time, with the objective of produc-
ing the fiscal year 1973-74 executive budget recom-
mendations under the new system. A recognition of
the differences in the relationship between the state
and institutions of higher education plus the opera-
tional problems faced by the colleges and universi-
ties in adapting to the new system led to an expanded
time frame for the implementation of the full PBE
System in higher education. Full system implementa-
tion in higher education is targeted for the fiscal
year 1974-1975 executive budget cycle with a skeletal
system_in place for the fiscal year 1973-74 budget
cycle.

Table 2.9 shows the institutions of higher education that
were required to employ PBES in Michigan.
The National Center for Higher Education Management

Systems (NCHEMS), supported by the U.S. Office of Education,
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has made significant progress in developing uniform pro-
gram classification structures. The Program Classifica-
tions Structure

provides a standard means of identifying and organ-
izing the activities of higher education in a program-
oriented manner. It is intended to facilitate the
organization of data for planning and analysis pur-
poses. . . . It will serve as a vehicle for nationwide
data exchange by providing a taxonomy of higher edu-
cation activities that serves as a structure for
classifying the various categories of cost information
relative to the general programs of higher education.

A subsequent study by NCHEMS resulted in the
Resource Requirements Prediction Model (RRPM). According
to the NCHEMS, the new RRPM provides educational "institu-
tions with a flexible tool with which to analyze various
institutional alternatives for utilization of a limited
set of resources."60

RRPM generates four types of reports, any or all of
which may be requested by the user. These include:
(1) organizational unit reports providing line-item
budgets for various organizational units within the
institution, (2) program budget reports indicating
the discipline or department contributions to various
instructional programs, (3) institutional summary
reports, and (4) formatted display reports showing
all parameter data for the institution.6l

The International Business Machines Corporation has
developed a budget/finance program product system designed
to accommodate users of United States Office of Education
publications in the area of schools accounting for computer
application. 1In particular, it is designed to facilitate
implementation of concepts such as the planning, program-

ming, budgeting system (PPBS) by the user.62
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Paul Bethke reported the desire to improve educa-
tional accountability in the state of Colorado:

In 1971 the Colordao General Assembly passed three
laws intended to improve the quality of public elemen-
tary and secondary education in the one hundred and
eighty one school districts of the state. The three
statutes are (1) the Comprehensive Education Planning
Act; (2) the Program, Planning, Budgeting and Evalu-
ation System Act; and (3) the Educational Accountabil-
ity Act. Although these acts were written and passed
as separate laws, they are, in fact, dependent upon
each other for the achievement of one purpose,
accountability. . . . The PPBES Act focuses on the
development of a uniform budget format which will
present educational programs in terms of pupil achieve-
ment related to expenditures.

As stated previously, the study and publication
by the Research Corporation was the most significant and
comprehensive report on PPBES in connection with elemen-
tary and secondary schools.

All of the components of PPBES have been used in
businesses for many years, such as setting goals and
objectives, planning models and designs for future develop-
ment, forecasting needs, estimating unit costs and required
sales prices, and evaluating finished products. Charles
Horngren emphasized that cost accounting stresses three
major objectives:

1. planning and controlling routine operations.
2. nonroutine decisions, policy making and long-

range planning. 64

3. inventory valuation and income determination.

The major difference in business outputs as compared

to education outputs is the ability of business to measure

finished products. The accounting system can also determine
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precisely any cost variances derived during the manufac-
turing processes. For example, assuming a manufacturing
concern, using a standard cost system,65 had estimated an
annual production of 2,000 finished units at a cost of
$100 for each unit (direct labor $65, direct materials $25,
and overhead $10) or a total cost of $200,000; and assum-
ing also that the actual production for the year was 1,900
finished units at a total cost of $205,000 or a unit cost
of $108. Through the standard cost system, a business can
determine specifically what caused the variance between
estimated and actual. Some of the suggested causes are as
follows:
Labor variances:
Required more time to produce
Used higher priced labor
Material variances:
Required more materials or higher spoilage
Unforeseen increase in cost
Manufacturing variances:
Labor strike or malfunction of equipment caus-

ing a shutdown of the plant
Unforeseen overhead expenses

Steps for Implementation

Tables 2.1, 2.2, 2.3, and 2.4 provide the tasks
and responsibilities matrix for each of the components
of PPBES. Table 2.10 presents in diagram form a concep-
tualization of the implementation and operation phases of
PPBES. The main steps for implementation of PPBES, as

shown in Table 2.10, are as follows:
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Step 1. Appoint Task Force

Step 2 Orient the Task Force

Step 3. Identify constraints

Step 4. Evaluate current systems

Step 5. Identify and document inadequacies between

current practices and those required by
PPBES

Step 6. Develop communications plans

Step 7. Make presentations to educational staff

Step 8. Make presentations to nonstaff groups

Step 9. Prepare implementation plan

Step 10. Develop training plan

Step 11. Conduct training sessions

Step 12. Assign tasks

Step 13. Arrange existing programs into tentative
program structure

Chester Kiser and John P. Edwards conducted a

national study of 140 school superintendents to determine

the results or experiences in implementing PPBES. They

concluded that the following, as a preplanning process,

would be helpful in the implementation of PPBES:

l.

Performance plans should center upon explicit,
stated objectives that specify the desired outcomes
of results of the plans. These objectives should
be established before beginning to implement PPBES.
The criteria for evaluating the results of the
performance plans should be established before
beginning to implement the plans.

Time-frames or deadlines for the performance plans
should be determined before implementation begins.
Responsibility for implementing performance plans
should be assigned before implementation begins.
The opportunity to participate in developing the
performance plans should be afforded those employees
to be affected by the implementation of the plans.
Employees who will be involved in PPBES should
receive formal training in the performance plans
before their implementation.

Alternative ways to implement policy plans should
be examined before deciding upon specific courses
of action that result in performance plans.

Systems techniques (e.g. PERT) should be used in
the development of performance plans.

Estimates of the total resources needed to implement
the performance plans should be determined before
beginning their implementation.66
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Kiser and Edwards also reflected upon some of the
problems of implementation, and concluded from their survey:

The major problem encountered was difficulty in devel-
oping performance indicators, or criteria to evaluate
success in accomplishing objectives. . . . The proper
statement of an objective must include measurable cri-
teria for evaluating the successful accomplishment of
that objective. . . . A shortage of time to fully
develop PPBES implementation plans was the second most
frequently encountered problem. . . . The third major
problem . . . was the inability to develop multi-year
programs and fiscal plans. . . . Another problem
encountered as frequently, was the difficulty in get-
ting staff members interested in PPBES. This may be
related to inadequate plans that fail to include real-
istic explanations to every employee of the benefits
he can derive from using PPBES, such as improved work
results. Human beings tend to commit themselves to
organizational objectives that can satisfy their per-
sonal needs, such as, satisfaction of ego and self-
actualization. Other PPBES implementation problems
experienced to a significant extent include: 1lack of
administrators trained in PPBES; difficulty in the
development of goals and objectives; trouble in obtain-
ing staff agreement on PPBES plans; misunderstanding
of PPBES on the part of staff members, board members,
and community residents; and overall staff opposition
of PPBES.67

Summary

It was stressed that PPBES is an important tool for
an educational management information system, and provides
a basis through analysis of alternatives for planning and
decision making. PPBES provides for a focus on the inter-
action of component parts of the system in relation to
educational planning and how the processes contribute to
best allocate scarce resources. Goals, programs, objec-
tives, and the program structure are important elements

because of the output-oriented nature of PPBES. Emphasis
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was placed on the correlation of the hierarchical program
structure and level of objectives that aggregate at each
level in attaining the overall goals of the institution.

A major role of PPBES is to provide a framework
for the organization of information, which will allow an
institution to structure its objectives and a systematic
method for evaluating the means to attain them. A focus
upon the analysis of alternatives requires that objectives
be stated in measurable and attainable terms for which
effectiveness can be assessed. Resource analysis supported
with an analysis of effectiveness provides quantified data
for administrative decision making.

It was also emphasized that long-term planning and
cost estimating relationships are essential in PPBES.
Multiyear planning, generally five years, makes it neces-
sary to examine and provide for future implications of
current decisions. The cost estimating relationship pro-
vides an important step for predicting incremental costs
and resource requirements.

A review of the current users and studies of PPBES
was made. However, it appears that the studies are mainly
predictive and lack empiricism, especially with regard to
longitudinal benefits.

In the final section of the review, steps for imple-

mentation were outlined, including some of the problems of
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implementation experienced by the current users of PPBES.

The problems outlined appear to be man-made rather than

technical.

In Chapter III, the design of the study and the

objectives of the study are presented.
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CHAPTER III

DESIGN OF THE STUDY

In this chapter, the framework and procedures used
for this study are described. 1Included are the sources of
information and the objectives and limitations of the
study. In Chapter II, it was indicated that there is
considerable research and documentation regarding the
needs for and benefits of PPBES for educational institu-
tions. However, it appears that American-sponsored over-
seas schools have made little effort toward developing or
implementing PPBES. Therefore, the main purpose of this
study is to develop a program budgeting model, specifically
for the American Community Schools of Athens, Inc., Athens,
Greece.

Some variables need to be standardized before rela-
tionships can reasonably be deduced. Frederick Hillier
and Gerald Liberman, in referring to the development of a
model, suggested that:

A model is necessarily an abstract idealization of the
problem, and approximations and simplifying assump-
tions generally are required if the model is to be
tractable. Therefore, care must be taken to insure
that the model remains a valid representation of the

problems. The proper criterion for judging the
validity of a model is whether or not it predicts the

50
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relative effects on the alternative courses of action
with sufficient accuracy to permit a sound decision.l

Framework and Procedures

This study does not involve experimental research;
therefore, hypotheses are not presented for testing. The
study is descriptive in nature, and endeavors to identify
program elements and resources required to maintain the
level of performance which in turn aggregates to meet the
goal orientation of PPBES.

This study uses the technique recommended by
Walter R. Borg,2 direct contact analysis, which involves
the establishment of precise classifications. This relates
directly to the intent of the present study: developing
hierarchical program structures. According to George J.
Mauly,3 the direct content analysis technique facilitates
descriptive studies for use in educational situations.

The final end-product of this study, the develop-
ment of a program budgeting model for the American Commu-
nity Schools of Athens, Inc., can be used by other overseas
schools with slight modifications based upon the constraints

of the particular school.

Sources of Information

The study involved a detailed evaluation of the
traditional annual budget document, which facilitated the

collection of data necessary for the preparation of the
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program budget. The program budget includes all of the
programs offered and presently utilized by the American
Community Schools of Athens, Inc. Implicit in the con-
ceptual design of PPBES is the involvement of the profes-
sional staff. Identifying the program elements requires
the time and cooperation of administrators and teachers.
Simon Ramo pointed out that:

Doing something substantial about the problem is

impossible unless we satisfy and obtain the cooper-

ation of many semi-autonomous groups not accustomed

to joining up to work together.4

Available data from student records, faculty per-

sonnel files, and administrative policies as approved by
the Board of Education in the official Minutes, as well
as current accounting records, were reviewed and within
the constraints imposed were related to program activi-
ties. Special reports by the Assistant Superintendent for
Personnel and the Assistant Superintendent for Business
Affairs were reviewed and made an integral part of the
study. The By-Laws of the Parents Association were essen-

tial in establishing the parameters for the operation of

the school.

Objectives of This Study

The primary purpose of the study was to develop a
program budgeting model for the American Community Schools
of Athens, Inc., through the conceptual designs of PPBES.

PPBES was developed with the knowledge that institutional
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needs will exceed the resources normally available to
satisfy those needs. Therefore a system of providing
logical choices, an essential element in PPBES, is neces-
sary for effective administration of an educational
institution.

Five objectives were considered necessary to
accomplish the purpose of the study. The first objective
was to investigate administrative policies approved by
the Board of Education and the By-Laws adopted by the
governing Parents Association to determine if there were
any constraints on implementing a program budget. To
determine the approved administrative policies required a
review of the past several years of official Minutes
recorded from the monthly and special meetings of the
Board of Education. The present By-Laws were supported
by a review of the official Minutes recorded from the
annual and special meetings of the Parents Association.

One of the primary concerns was to establish
whether there are any policies that would affect the cost
estimating relationships and have a subsequent effect on
current and long-range budgeting. The Research Corporation
pointed out:

It would be prudent to consider the long-range aspects
of program resource commitments in developing alter-
native program plans. For example, the district may
have sufficient resources to operate a specific pro-
gram plan for the next fiscal year, but a forecast

change in enrollment or size of the student target
group during the second, third or fourth year may
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materially alter the resource commitment. Thus it
is essential to consider the multi-year resource
commitment of each alternative program plan.

Long-range budgeting should reflect the financial
consequences of both routine annual operating costs and
periodic nonrecurring costs. In comparing alternatives,
costs must be stated in similar terms but should include
any unusual costs that would be incurred should a partic-
ular program element or subelement be selected for imple-
mentation. These costs, for example, would include addi-
tional books for the library, additional equipment for the
instructional media center, and extra expense incurred by
the supporting staff. G. H. Fisher6 suggested the "total
cost" concept, which recognizes external costs when analyz-
ing alternative programs. In developing a program budget
model for this study, only the direct instructional costs
were considered, such as space, money, personnel, equip-
ment, and supplies. Using a well-defined model must insure
that the costs of all alternative programs are treated
consistently. Decisions are based on a complete under-
standing of the resources that will be consumed and ade-
quate comparability of the various alternatives.

The second objective was to determine the admin-
istrative and instructional areas and how resources were
traditionally allocated to these areas. There were three
administrative areas: (1) Office of Superintendent,

(2) Office of Assistant Superintendent for Personnel, and
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(3) Office of Assistant Superintendent for Business
Affairs. The instructional areas were identified as
(1) high school, grades 9-12; (2) middle school, grades
6-8; (3) Halandri Elementary School, grades K-5; and,
on a separate campus, (4) Hellenikon Elementary School,
grades K-5.

Robert C. Anthony7 stressed the importance of
identifying how funds are distributed within the formal
organizational structure. Melvin Ashen suggested the fol-
lowing questions in connection with the budget:

1. What is the present budget commitment to relevant
ongoing activities?

2. What increment gains in positive contributions to
problem resolution might be attributed to added
budget commitment?

3. What significant minimum or threshold budget levels
would underwrite useful activity problem areas cur-
rently untouched by ongoing programs?

4. What feasible stepped-up rates of program activity
can be identified?

5. What budget costs should be associated with them?8
Answering these questions is helpful in identifying resource
required activities of the traditional budget.

The third objective was to determine the program
elements for each of the instructional areas. Guidelines
suggested by the Research Corporation9 and the California

10 for developing a hierarchical

Department of Education
program structure were employed. The program structure is
an important tool in reflecting the relationship of the
traditional budget with the program budget. The program

budget can easily be translated into the traditional budget
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and vice versa. This translation is important in the
early stages of implementing PPBES for legal requirements

and "to clarify the relative quantitative importance of

various programs and program elements."ll

James A. Dei Rossi explained that:

The expression of the relationship between the pro-
gram budget and the traditional budget is generally
referred to as a "crosswalk." A crosswalk is basic-
ally a tabular array, with the columns showing the
traditional budget cost categories and the rows show-
ing the program budget cost categories. Underlying
the crosswalk, of course, must be a set of defini-
tions and procedures for allocating the data in a
cost category in one budget to a corresponding cost
category in the other. The actual level of detail at
which the crosswalk translation is performed can vary
greatly.12

Table 3.1 provides an example of the function of a
crosswalk. The Research Corporation suggested that "the
crosswalk is a useful communication device between those
familiar with the traditional budget and those who must
implement PPBES."13

The fourth objective was to perform the function
of program budgeting by allocating the educational resources
to program elements. This objective primarily involved
correlating the second and third objectives. Harry J.
Hartley stressed that:

Systems analysis is the general conceptual basis for
program budgeting and program budgeting is the
detailed expression of the methodology of systems
analysis. The program of a school cannot be ade-

quately designed and supported financially without an
understanding of the total system that they support.lé
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James A. Dei Rossi suggested that "one of the first
tasks to be performed . . . in developing a cost model is
that of defining and listing all the major categories of

wl3 For purposes of

resources required by the district.
this objective, educational resources allocated to program
elements were money, personnel, space, equipment, and sup-
plies. To accomplish the purpose for this objective and
because of the nature of allocating historical costs, it
necessarily required the subjective opinions of individual
Board members, the superintendent, the assistant superin-
tendents, and most important, the principals. However, it
appears that this objective was performed with a reasonable
degree of accuracy. Formulas generally cannot be used in
allocating resources to program elements. The Research
Corporation pointed out: "The problem of resource alloca-
tion in its simplest form is: What resources are to be
applied toward which goals in what proportions and with
what effect?"16
The fifth objective was to review the educational
objectives and to develop criteria for measuring attainment
of those objectives. Harry J. Hartley17 and E. S. Quade18
pointed out that educators have a poor understanding of how

to measure objective attainment. Roy H. Forbes,19

Robert F. Ross,20 and Warland D. Wight21 stressed the fact

that objectives must be stated in terms that are observable
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and measurable. The Research Corporation further pointed
out:

The evaluation of performance is motivated primarily
by our need to assess the effectiveness of a program
in achieving objectives, and in this sense this des-
cription is only a means to an end. . . . We must
utilize measures of performance to represent in oper-
ational or behavioral terms selected effects of a
program: within statistical limits, the values of
performance measures are assumed to represent_the
axes of a program's performance description.

Howard Bowen stressed the need for longitudinal
assessment of programs:
Alexander Astin, an expert on the measurement of
educational outcomes, makes a strong plea for better
longitudinal data and for the design of measurements

that will help universities to assess their effect
on students.?2

Limitations

Each overseas school is a unique entity that must
develop programs best suited to the needs of its particular
type of students. As a consequence, the program structure
and the program budget model developed for one overseas
school may not be feasible for the goals and objectives of
a school in another country. This study and proposed model
were necessarily limited to the data available and applic-
able to the American Community Schools of Athens, Inc.

As the study was of a descriptive nature and had
no empirical design, hypotheses were not presented for
testing. However, it is possible to collect data over

several years and develop hypotheses therefrom.



S— e W— — —— R eame | RSN TRERREEE S W



59

Summary

In this chapter, the framework and procedures used
for completing this study were presented. The main purpose
of the study was to develop a program budgeting model for
the American Community Schools of Athens, Inc. The sources
of information included the annual budget document, student
records, faculty personnel files, accounting records,
administrative policies, and special reports by the admin-
istrative staff. Five primary objectives were involved in
the study: (1) to investigate administrative policies and
By-Laws to determine if there are any constraints on imple-
menting program budgeting, (2) to determine the administra-
tive and instructional areas and how resources were tradi-
tionally allocated to those areas, (3) to determine the
program elements for each of the instructional areas,

(4) to perform the function of program budgeting by allo-
cating the educational resources to program elements, and
(5) to develop criteria for measuring attainment of the
educational objectives. It was indicated that the study
was limited to data available and applicable to the Ameri-
can Community Schools of Athens, Inc.

An analysis of results of this study is presented

in Chapter 1IV.
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CHAPTER IV

ANALYSIS OF RESULTS OF THE STUDY AND A PROGRAM
BUDGETING MODEL FOR AN AMERICAN-

SPONSORED OVERSEAS SCHOOL

In this chapter, information is presented in two
sections. First, the results of the study report the
findings from the investigation of the five objectives
stated in Chapter III. Second, a program budgeting model
is developed for the American Community Schools of Athens,
Inc.

Review of Administrative Policies
and By-Laws

The first objective was to review the administra-
tive policies and the By-Laws to determine if there are
any supplemental or constraining forces that would affect
the implementation of a program budget. Two important
factors were discovered that have an effect on the prep-
aration of either a traditional or a program budget. On
April 24, 1972, the Board of Educationl approved an admin-
istrative policy restricting the employment of adminis-
trative and instructional staff on a ratio basis of one

staff member for every 15.5 students. The administrative

62
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policy established guidelines for the employment of staff

based on student enrollment at various levels as follows:

Estimated number of students (1972-73) 2,250
Staff:
Administrative 10.4
Librarians 2.0
Counselors 3.0 15.5
Teachers 120.5
Paraprofessionals (aides) 9.5
TOTAL STAFF 145.5
Ratios:
Students per teacher 18.7
Students per teacher
and paraprofessional 17.3
Students per total staff 15.5

This administrative policy is important in developing the
cost estimating relationships recommended by James A. Dei
Rossi.2

The second important factor was two articles in
the By-Laws. Article VII, Section 1 of the By-Laws states

that:

Dues, tuition charges, and all assessments shall be
clearly set forth in the annual budget to be adopted
by majority vote of those members of the Association
present at the December meeting when the budget is
voted. Subsequent changes in dues, tuition and
assessments can be made by majority vote of members

of the Association present at the December Association
meeting.

Article VIII, Section 4, of the By-Laws states:

In the event a decision is made to increase costs
per student (tuition), such decision will be
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effective only beginning with the school year subse-
quent to 31 December.

Since tuition rates must be approved by the Par-
ents Association in December preceding the fiscal year of
implementation according to the above sections of the
By-Laws, this requires some long-range planning for setting
tuition rates. One relevant factor that was discovered
from the review of the Minutes was the procedure for
revising the annual budget. Although an administrative
policy could not be found to support formal revision of
the annual budget, it was determined that the annual bud-
get was presented to the Parents Association to facilitate
the need for increased tuition rates. Then the annual
budget was consistently revised and presented for approval
by the Board of Education in October and April, based on
revised estimated student enrollments. The final budget
reflecting actual income and expenses was presented for

approval by the Board of Education in August.

Traditional Allocation of Resources

A review of the traditional budget was necessary
to determine the types and categorization of income and
expenditures incurred by the American Schools of Athens,
Inc.

It was determined that income from student tuition
for school years 1972-73 and 1973-74 was approximately 98

percent of total income. Table 4.1 reports the major
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categories of income and expenditures for the six-year
period from July 1, 1968, to June 30, 1974. The sig-
nificant increases between 1970 and 1971 and 1972 and 1973
were a result of increased tuition rates (reported on
Table 1.3) and a related increase in salaries.

The expenditures for direct instructional costs

were:
l. Salaries
2. Other Staff Costs
3. Materials
4, Other
5. Equipment

Teacher salaries are based on a salary scale that
allows increments for advanced degrees and years of service,
as reported on Table 4.2. Teacher contracts are generally
for two years. It was also previously determined from
administrative policies that the number of teacher posi-
tions is allocated to the instructional areas based on
student enrollment. Other staff costs include fringe bene-
fits, travel to and from the United States, relocation
allowances, and other costs related to employment of the
staff. Instructional materials include textbooks and
teaching supplies; these funds are allocated on a dollar
amount per student based on the subjective judgment of the
superintendent, assistant superintendent for business
affairs, and the principal of each instructional area.
Instructional other includes costs for teacher conferences

and workshops. Instructional equipment is included under
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the category "capital," and is allocated on the basis of
requests from the principals and approval by the superin-
tendent.

A brief analysis of the surplus for 1972-73 of
$113,000 as compared to a deficit for 1973-74 of $136,000
was presented in Chapter I. The principal reason for the
deficit was that teacher contracts for 1973-74 were com-
mitted on the basis of estimated student enrollments that
did not materialize. To support this analysis, the budget
approved by the Parents Association based on 2,500 stu-
dents was compared with the final actual budget based on
2,240 students (shown on Table 4.3). Generally, all major
actual expenditures, except salaries, were less than the
budgeted amounts. Using the administrative policy of one
staff member for every 15.5 students, it could be deter-
mined that the school was overstaffed by 14.6 positions

during 1973-74, based on 2,240 FTE students:

FTE Staff Positions Allowable
Students Under Administrative Policy
Estimated 2,500 161.3
Actual 2,240 144.5
Actual Staff Positions 159.1
Overstaffed 14.6

One conclusion that can be drawn is that if the
American Community Schools of Athens, Inc. had had the

flexibility to reduce staff positions equal to the decrease
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in enrollment, the deficit for 1973-74 could have been
eliminated; for example, the average teacher salary of
$9,300 times 14.6 positions equals $135,700.

An analysis was made of the enrollment by grade
levels for the past six years (1968-69 to 1973-74), and
is reported on Table 4.4. This analysis was made to
determine if changes of student enrollment in grade
levels would require a reassignment of teachers among ele-
mentary, middle, and high school. The conclusion that can
be drawn from Table 4.4 is that with reasonable forecast-
ing of enrollments and a correlation with hiring practices,
this would not create a major problem. Table 4.5 is pre-
sented to reflect the problem of student turnover during
the year, along with Table 4.6, which indicates the spon-
soring agents of the students. Table 4.6 shows that
approximately 50 percent of the total number of students
are children of military personnel, and according to
Captain Horace Hensley,5 U.S. Air Force and Treasurer of
the Board of Education, approximately one-third of the
military personnel rotates each year consistently through-
out the year. The conclusion that can be drawn from
Tables 4.4, 4.5, and 4.6 is that the transient nature of
the student population could create a serious problem for
the American Community School of Athens, Inc., especially

when this results in an imbalance among instructional areas.



B - oW — NS s m— WS o



68

The average total expenditure per student was
computed by dividing the total expenditures by the number
of FTE students (Table 4.1). This would account for all
expenditures of the school, but not by program level.
However, for the purposes of this study only the direct
instructional costs were determined and allocated to pro-
gram elements. This position was supported by James A.
Dei Rossi:

The convention of not attempting to allocate indirect
costs has gained acceptance among practitioners of
program budgeting because it reduces the danger of
unknowingly biasing costs of individual programs.
Such biasing can occur because it is generally pos-
sible to conceive of more than one logical rule for
allocation; and different rules can groduce different
results for identical circumstances.

Dei Rossi further explained the definition of
indirect costs:

Indirect costs are those support costs not directly
traceable to specific programs. Thus, the cost of
administration services performed by the district

superintendent or school principals is generally
viewed as indirect and not allocated.?

Program Elements of the Instructional Areas

The purpose of this section of the study is to
identify program elements at a given level of the program
structure to enable an allocation of resources consistently
throughout the four instructional areas. Developing a

8 As the

program structure is an essential part of PPBES.
American Community Schools of Athens, Inc. has tradi-

tionally been input oriented--that is, concerned with the
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teachers, supplies, and equipment required for each
instructional area to perform at a given level--it was
difficult to develop program elements and required consid-
erable effort by the superintendent, assistant superin-
tendents, and the four principals. However, using the
hierarchical program structure as recommended by the
Research Corporation9 and Stephen Barro,lO the following
program elements for the four instructional areas were
determined in agreement with the administrative staff:

Elementary Middle High
Program Elements School School School

Reading and Language Arts
Mathematics
Science

Social Studies

Art

Music

Physical Education
Foreign Language
Special Programs
Industrial Arts
Home Arts

English

Business

WX XXX XK KN
L - -

E I T - -

The program elements were developed primarily for
allocating resources and further developing a program bud-
get. Developing subelements for allocating resources at
this point, according to the administrative staff, would
involve considerable effort and subjective judgment, and

the end result would not be meaningful.
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Allocation of Resources to Program Elements

The previously determined direct instructional
resources were teachers and the related costs, supplies,
equipment, and miscellaneous direct costs. In allocating
these resources to program elements, it was necessary for
the principals to identify each teacher and the percentage
of time consumed by each program element. A review of the
personnel files revealed each teacher's salary and related
benefits. In allocating the resources of supplies and
equipment it was necessary to review purchase requisitions,
purchase orders, and payment vouchers, and to a certain
extent required the subjective judgment of the principals.
Duplicating services were traced to the requesting teacher
and in turn to the program element. The above explana-
tion is an oversimplification of the time and effort
required to restructure the traditional input-oriented
budget and reallocate funds based on a program budget, but
explains the procedure necessary to develop a program
budget from historical data. The end-products of allo-
cating resources to program elements are presented on
Tables 4.7, 4.8, 4.9, and 4.10. The allocation of resources
is not intended to be absolute, but is considered reason-
able under the circumstances of dealing with historical
cost. The average cost per student for each program ele-

ment clearly contrasts the variations in required resources
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to maintain the expected level of performance. A summary

of average costs is as follows:

Hellenikon Halandri
Elementary Elementary Middle High

School School School School
Reading and
Language Arts $176 $214 $127 $...
Mathematics 129 108 114 128
Science 68 102 95 123
Social Studies 64 112 87 129
Art 24 31 51 154
Music 20 34 88 73
Physical Education 28 44 56 75
Foreign Language 38 32 93 138
Special Programs 192 152 127 83
Industrial Arts .o e 73 148
Home Arts .o e 138 183
English cos .o e 105
Business .o .o e 146

It can readily be determined that the average cost
per student for the various program elements is significant.
However, in PPBES, the program elements that best attain
the objectives are the primary considerations and the costs
are secondary unless the two program elements in attaining
the objective are equal. Analyzing the variances in average
cost per student for comparable program elements was not
considered essential or within the realm of this study.

The information generated from the average cost
per student could provide a basis for selecting programs
for implementation during a period of increasing enroll-
ments or for deleting programs during a period of decreasing

enrollments. However, the average cost per student on a
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one-year basis is a misleading measure. Accumulating cost
over several years and projecting estimated costs for at
least five years would be invaluable for the decision maker
in making comparisons and selecting alternatives.

A crosswalk budget, as recommended by James A.
Dei Rossi,ll was prepared to reconcile the traditional bud-
get with the program budget (see Table 4.11).

Current Objectives and Criteria
for Measuring Attainment

The current objectives used to justify the program
elements arepresented on a selected basis in Table 4.12.
These objectives, according to the administrative staff,
were revised and updated during the school year 1972-73.

It appears from the investigation of the four
instructional areas that the objectives are stated in gen-
eral terms rather than, as required in PPBES, in measurable
terms. Stephen M. Barro pointed out the elements of a state-
ment of an objective:

Typically, a statement of an instructional objective
identifies a specific terminal behavior to be observed
or measured, certain conditions under which the obser-
vation or measurement is to taEs place, and a standard
of performance to be attained.

It was also determined from the investigation that
the one major criterion for measuring accomplishment by the
students and judging the effectiveness of programs was a

battery of tests (see Table 4.13) and the results of the

tests (on a selected basis) for 1973-74 (see Table 4.14).
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The results of the tests indicated that the students at the
American Community Schools of Athens, Inc. performed equal
to or better than the U.S. national average.

Another criterion for measuring the validity of the
programs was the percentage of graduates attending colleges
and universities. A list of institutions attended by grad-
uates of the American Community Schools of Athens, Inc. is
shown on Table 4.15. According to John Dorbis, "approxi-
mately 125 students graduate from the High School each year and
65 to 70 per cent of the students continue their education
at colleges and universities in the United States and other

countries."13

Program Budgeting Model for the American
Community Schools of Athens, Inc.

The purpose of this section of the study is to
present a program budgeting model for constructive use by
the American Community Schools of Athens, Inc. In Chap-
ter III, some preimplementation procedures were indicated
as guidelines; also, steps for implementation of PPBES,
including operations sequences, were presented. In Chap-
ter I, the responsibilities matrices for each component of
PPBES were shown in table form and can be used as guide-
lines. The proposed program budgeting model for the American
Community Schools of Athens, Inc., as conceptualized by the

researcher, is presented on the following page.
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The account numbering system recommended by the Financial

Accounting, Handbook II, Revised]-'4

can easily be adapted
for this model. Since long-range planning is an integral
element of PPBES, estimating and planning are reflected on

a five-year basis.

Estimating Enrollment

The most serious problem for the American Commu-
nity Schools of Athens, Inc. is maintaining a consistent
level of student enrollment. Because tuition averages
approximately 98 percent of the total income, which becomes
the basis for allocating resources to program levels, esti-
mating enrollments is essential for current and long-range
planning. Table 4.16 suggests the format for assembling
estimated enrollments by grade, by instructional area,
and for the total school.

Development of Program Structure
and Objectives

The recommended program structure is proposed in

Table 4.17. Although the program structure reflects the
high school music subjects levels, a full program structure
would include all subjects offered by the four instructional
areas. The objective structure would employ the same for-
mat with the objectives at the subject level being stated

in measurable terms as suggested by Barro,15 with an inclu-
sion of the time frame. Table 4.18 suggests a hierarchical

structure for goals and objectives of the music program.
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As objectives are attained at the lower levels,
accumulation at each higher level will result in overall

attainment of the major goals established for the school.

Estimating Costs

To develop a program budget for the school, costs
must be estimated at the lowest level, then accumulated to
the next level, and finally to a summary budget. Table 4.19
provides a format for estimating costs at the subject level.
Table 4.20 summarizes the estimated cost for each subject
by program element for each year. The same format is recom-
mended for each program element, to summarize the program
budget for each year as was used on Table 4.11. The infor-
mation then can by summarized by year (for each of the five
years) for either the program budget, the traditional budget,
or a crosswalk budget, whichever is preferred by the govern-
ing board. The format shown on Table 4.19 would also be
used for presenting alternative subjects to the administra-

tive decision maker.

Evaluation of Objective Attainment

All programs should be evaluated periodically to
determine if the program is operating sufficiently to attain
the objective. The California Department of Education
stated that:

A critical part in the development of objectives is the

method by which the objective is measured. The assess-
ment of achievement is often very difficult in education.
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Either objective or subjective measures (or both) may
be appropriate. In many cases standardized tests or
pupils' grades will satisfy the measurement criteria.
In other cases such measures as attendance level,
attitude scale, drop-out rate, or subjective judgement

must be used.l

The evaluation of the effectiveness of a program
must be left to the discretion of the Evaluating Task Team
because, as Margaret B. Carpenter and Sue A. Haggart argued:

. « « NoO single measure of program effectiveness will
tell the whole story about the worth of the program,

because any program promotes several different kinds
of change in the student.l7

Marjorie L. Rapp and Gerald C. Sumner pointed out
three basic functions served by the evaluation process:
. « . to support decisionmaking in program adoption,

to support decisionmaking in program improvement,
and to support research for a better understanding

of the educative process.

Summary
In the first part of this chapter the results of

the investigation were presented. The review of administra-
tive policies revealed that the employment practices are
restricted to one staff member for every 15.5 students.

The By-Laws indicate that tuition rates must be approved by
the Parents Association prior to December 31lst preceding the
school year of enactment. These two factors are not incom-
patible with PPBES. An analysis of income revealed that
student tuition is the primary source of income (98 percent).
The actual resource commitments of the American Community

Schools of Athens, Inc. were analyzed. After identifying
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the program elements, in agreement with the administrative
staff, the resources committed for direct instructional
costs were reallocated to the program elements to develop a
program budget. The average cost per student for each pro-
gram element was computed and revealed significant differ-
ences. However, analyzing the differences was not considered
essential for this study. As was expected, the objectives
were not stated in measurable terms and a cost-effectiveness
analysis could not be administered. The American Community
Schools of Athens, Inc. did present a battery of tests to
judge the value of the school programs. It was determined
that the students generally score higher on the tests than
the United States averages for students in comparable grades.

In the second part of this chapter the procedures
for developing a program budgeting model for the American
Community Schools of Athens, Inc. were presented. It should
be emphasized that program budgeting complements rather than
replaces the traditional budget. However, it was stressed
that objectives must be developed for each program at the
lowest level and stated in measurable terms, which in turn
allows for determining the effectiveness of the individual
programs. An important factor for the American Community
Schools of Athens, Inc. is the need to estimate enrollments
on a conservative basis and staff the teacher positions

accordingly. It was indicated that with a few modifications

f.
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the program budgeting model presented could be used by other
American-sponsored overseas schools.
In Chapter V the summary, conclusions, and recom-

mendations of the study are presented.
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CHAPTER V

SUMMARY, CONCLUSIONS, AND RECOMMENDATIONS

Summary

In Chapter I, the characteristics of an American-
sponsored overseas elementary and secondary school were
described. It was indicated that the student population is
typically multinational. It was also found that student
tuition is the major source of income and that fluctuating
enrollments at overseas schools create some serious finan-
cial problems, especially when enrollments decrease sig-
nificantly during a school year. Some of the possible
causes for fluctuating enrollments at the American Commu-
nity Schools of Athens, Inc. were presented. The researcher
had an opportunity to discuss financial problems with sev-
eral members of boards of education, superintendents, and
other administrators from various overseas schools. Most
of the schools prepared traditional budgets, on a short-
range basis. None of the schools was preparing a budget at
the program level. PPBES was recommended for the overseas
schools, which would provide a tool for decision makers to
identify and evaluate programs and to plan on a long-range

basis. Implicit in PPBES for an overseas school is the
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ability to adapt to the changing needs of a multinational
student population.

In Chapter II, the current literature covering PPBES
was reviewed. Although the literature has expanded the use
of PPBES in recent years, the proposals are predictive in
nature and lack longitudinal study. The value of PPBES as
a management information system for educational institutions
was presented, and an emphasis was placed on assisting in
the decision-making process. Sue Haggart suggested that an
implication of PPBES in policy decisions is "a way of think-
ing about where you are going, where you want to go, how to

1 The com-

get there, at what cost and with what benefit."
ponents of PPBES were described, including the responsibil-
ity matrix for each task force. An emphasis was placed on
developing a hierarchical program structure and stating in
measurable terms the objectives for each program level.

The program structure provides the basis for allocating
resources at program levels and for the final development

of the program budget. The parameters of PPBES were pre-
sented, including the steps for implementation and operation.
It was also emphasized that long-range planning and develop-
ing cost estimating relationships are an essential part of
PPBES. Multiyear planning, generally for five years,
requires an examination and provision for future implica-

tions of current decisions. The definition of cost-

effectiveness analysis and cost-benefits analysis, as
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distinguished by Charles L. Schultze,2 was presented. Gen-
erally, the cost-effectiveness analysis reflects measures
of whether programs have attained the objectives, and cost-
benefit analysis measures the benefits of the program for
the student and/or for society.

In Chapter III, the framework and procedures for
this study were described. The sources of information were
the By-Laws of the Parents Association, the Minutes of the
meetings of the Board of Education and the Parents Asso-
ciation, administrative policies, the annual budget docu-
ments, student records, faculty personnel files, accounting
records, and special reports of the administrative staff.
The five objectives that were considered necessary to
accomplish the purpose of this study to develop a program
budgeting model for the American Community Schools of Athens,
Inc. were:

l. To investigate the administrative policies to
determine if there are any policies that have
an effect on or constrain the implementation
of program budgeting;

2. To determine the administrative and instruc-
tional areas of responsibility and how resources
were traditionally allocated to these areas;

3. To determine the program elements for each of

the instructional areas;
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4. To perform the function of program budgeting
by allocating the educational resources to pro-
gram elements; and

5. To develop criteria for measuring attainment

of the educational objectives.

It was indicated that the study did not involve an
experimental research plan and therefore hypotheses were not
presented for testing. The program budget model for this
study considered only the direct instructional costs for
allocating to program elements. It was suggested that
long-range budgeting should reflect the financial conse-
quences of both routine annual operating costs and periodic
nonrecurring costs. The authors stressed the fact that the
objectives must be stated in terms that are measurable. The
Research Corporation pointed out that "the evaluation of per-
formance is motivated primarily by our need to assess the
effectiveness of a program in achieving objectives."3 It
was also suggested that the end-product of this study, a
model for program budgeting, could possibly be used by other
overseas schools with modifications based upon the constraints
of the particular school.

In Chapter IV, the results of the study were pre-
sented in two parts. In the first part, the data derived
from the five objectives were compiled and summarized to
present a program budget for the direct instructional costs.

A crosswalk budget, reconciling the traditional budget with
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the program budget, was prepared to facilitate use by those
readers not familiar with the program budget. As was
expected in a school using traditional procedures, the
objectives were not stated in measurable terms. A battery
of tests was used to emphasize the value of the programs by
comparing the results to the U.S. national averages. How-
ever, the effectiveness of a specific program subelement
could not be evaluated. The need to estimate student
enrollment accurately was stressed as being of major impor-
tance for any overseas school where student tuition is the
primary source of income. It was recognized that programs
at the lowest level of the hierarchical program structure
should be coded by an account number. This facilitates the
collection of such data as costs and other statistics in a
variety of combinations and formats. These data are used
to control program expenditures, to evaluate program effec-
tiveness in conjunction with stated objectives, and to

analyze the cost effectiveness of alternative programs.4

Conclusions From the Study

Several conclusions can be drawn from the study as
they apply to the American Community Schools of Athens, Inc.

First, estimates of student enrollments have been
based upon historical data and projected on a percentage
basis for determining estimated future enrollments. Since

tuition is the primary source of income and becomes the
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basis for allocating resources to programs, PPBES would
require an analysis of future events that might effect a
change in enrollment. Consideration should be given to
changes in enrollment between instructional areas for the
impact on the program structure.

Second, programs in the past have been implemented
on a piecemeal basis, without much consideration for the
effect on budgets in future years. The long-range planning
aspect of PPBES requires a consideration of all programs,
the future costs on an incremental basis, and the des%r-
ability of analyzing alternative courses of action.

Third, programs are not altered once the school
year has started. PPBES suggests a continual review of
programs, a determination of the effectiveness, and alter-
natives for improvement.

Fourth, there appears to be an element of inflexi-
bility to reduce costs in proportion to declining enroll-
ments. In deveioping costs by program element and subele-
ment, PPBES provides essential information for deciding which
programs to delete, i.e., which programs are least effective
and most costly.

Fifth, teacher contracts generally are committed on
a two-year basis. Some criteria should be developed for
using local (American, Greek, and/or third-country nationals),
qualified teachers on a semester basis. Although teacher

contracts are not an important part of PPBES, this would
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supplement the process of adding or deleting programs in a
time of increasing or decreasing enrollments. Two-year
teacher contracts should be committed so that 50 percent
would terminate in alternate years.

Sixth, curriculum appears to be similar to curric-
ulum in U.S. schools, except for electives and courses for
the nonacademically inclined students. PPBES requires the
assessment of the needs of the students, and provision should
be made in the program structure for both the academically
and nonacademically inclined students. A goal of a certain
segment of the student population would dictate offering
courses that would allow an opportunity for employment upon
graduation. Programs at the lowest level of the hierar-
chical structure, when properly structured to accomplish
such a goal, would provide for that opportunity.

Seventh, objectives for program elements were stated
in general terms or in the terms of a "goal." PPBES requires
that objectives be stated in measurable terms at each program
level. Tests are an acceptable tool for measuring the effec-
tiveness of a program, provided the objectives are stated in

terms that take this into consideration.

Recommendations as a Result of This Study

Implementing the PPBES process in the American
Community Schools of Athens, Inc. is highly recommended.

PPBES provides a systematic and rational approach to effective
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planning. The needs for and benefits from PPBES have been
presented throughout this study. Certain recommendations
can be made from the study and the above conclusions that
would be beneficial and supplement the implementation of
PPBES:

1. Better methods for projecting estimated enroll-
ments should be developed. It is recommended that a ques-
tionnaire be developed and presented to the parents for
completion each year at the winter registration. The ques-
tionnaire would request information, such as mission of the
parent, expected length of stay in Greece, ages of all chil-
dren including preschoolers, and other pertinent information
as needed on a year-to-year basis. In addition to a ques-
tionnaire for the parents, a survey questionnaire should be
developed and submitted to major businesses, the various
commanders of military installations, key personnel in the
American Embassy, and other sources of potential students.
The questionnaire should include a request for information
regarding an intended or foreseeable change in purpose for
being in Greece, a change in personnel employment practices
or unusual turnover of personnel, a change in nature of
employment requirements (single vs. married with families)
and any other pertinent information that would affect
enrollments. The questionnaire should stress the importance
of developing accurate enrollment data for planning and

developing effective instructional programs.
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2. Conduct a pilot study at the American Commu-
nity Schools of Athens, Inc. to collect information neces-
sary for full implementation of PPBES. Staff orientation
and involvement would be a major consideration. Kiser and
Edwards stated that a major problem "was the difficulty in
getting staff members interested in PPBES. This may be
related to inadequate plans that fail to include realistic
explanations to every employee of the benefits he can derive
from using PPBES."5 The pilot study would also include, as

6 in PPBES, assessing the needs of

described as a first step
the students.

3. Assign account numbers to programs at all
levels, as recommended by the Financial Accounting Handbook
II, Revised. The account numbering system would be an impor-
tant instrument for controlling expenditures at the lowest
program level. The teachers would be made cognizant of the
account number for their programs and would be required to
use that account number on all purchase requisitions, pur-
chase orders, requests for service, repairs and equipment
rentals, and on all payroll time cards where applicable.

The account number would facilitate determining the actual
costs of each program subelement and for accumulating costs
to reflect program costs at any level for information pur-

poses as desired by the administrative staff or governing

board.
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4. Develop a comprehensive philosophy in employ-
ment practices' that should be reviewed by the administra-
tive staff at least annually. Consideration should be given
to hiring teachers qualified to teach in more than one
instructional area, such as elementary, middle, and/or
high school teaching certificates. This would facilitate
the shifting of teachers when the turnover of students
results in an imbalance in student population between grade
levels or when decreasing enrollments dictate deleting cer-
tain programs. PPBES would require preplanning to estab-
lish priorities about which programs would be deleted and
at what level.

5. Continue to prepare the traditional budget
along with the program budget until the differences are
adequately understood by the parents, board members, admin-
istrative staff, and teachers. The differences between the
program budget and the traditional budget should be explained,
such as that the program budget reflects a complete descrip-
tion of the physical resources needed to implement the bud-
get plan.

6. The costs allocated to programs should include
only the direct instructional costs. In evaluating alter-
native programs, the indirect costs would not be considered
unless implementation of a particular program would result
in an increase in costs of supporting services. The

increased costs of supporting services would not be charged
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to the program, but the decision maker must be aware of

these costs when selecting alternative programs.

Implications for Further Study

This study resulted in developing a program
budgeting model for the American Community Schools of
Athens, Inc. However, it appears that a management infor-
mation system to assist in the decision-making processes
through PPBES would be equally applicable to other overseas
schools. Therefore, it is suggested that this study be
replicated at other overseas schools. Implementation of
PPBES in other overseas schools could result in developing
a uniform system and facilitate the exchange of information
and data similar to the projects performed by the Western
Interstate Commission for Higher Education "to help univer-
sities and colleges improve both their programs and their
management."7

Further studies should include developing basic
definitions to provide for consistency in application of
data and statistics. This could also result in developing
an operational philosophy for all American-sponsored over-
seas schools and a basis for performing longitudinal studies
on behavior patterns of students educated in an overseas
environment.

It is suggested that the Office of Overseas Schools

of the U.S. Department of State take the initial step,



93

through a newsletter, to stress the importance of a uniform
system through PPBES for all overseas schools. The need

for a uniform system could be emphasized through the various
Associations--Near East, South East Asia, European Council
for International Schools, and/or the American Association
for International Education--at their meetings.

Major academic and financial improvements could be
realized through a uniform system. By-products could be an
improved procedure for purchasing books, supplies and
equipment, or better employment methods for hiring U.S.
teachers through a central statewide agency jointly financed
by the overseas schools. The benefits from an improvement
in exchange of information and ideas, joint effort in resolv-
ing mutual problems, and other joint studies appear to be

infinite.

Overview

In summary, PPBES provides an effective framework
for planning and a process for carrying out major program
decisions in an informed and orderly fashion. It can also
lead to a major qualitative improvement in the programs
and relevance of resource allocation to pre-established
priorities. The idea of open and explicit analysis, involve-
ment, and expression of opinions by all interested parties

is firmly established.
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Although this study involved only one overseas
school, it is anticipated that the model presented could be
used by other overseas schools and could possibly result,

through further studies, in a uniform system for all such

schools.
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GLOSSARY

ACTIVITIES: Educational procedures designed to accomplish
the specific goal or objective that has been established
for a specific program.

ALTERNATIVES: Different courses of action or different
approaches to accomplish goals and/or objectives. The

word implies a comparison of two or more differing mixes

of input for a proposed program plan or for a plan already

in process.

ALLOCATION: Distribution of resources among individual pro-
grams as required to achieve stated goals and/or objec-
tives.

ANALYSIS: Systematic separation of an activity, procedure,
or organization into component parts for the purpose of
determining how the necessary operations may be accomp-
lished.

BUDGETING: The process that includes, in addition to final
reconciliation of programs and available resources
according to established priorities, the preparation of
the budget document, the approval by a board of educa-
tion, and the execution of the budgetary plans.

COST BENEFIT ANALYSIS: Systematic examination of determin-

ing the economic value of a specific program by

97
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establishing a ratio of costs to the results likely to
be obtained. An analytical approach to solving problems
of choice. Both costs and benefits are measured and
analyzed in monetary terms.

COST EFFECTIVENESS ANALYSIS: Systematic examination of
assessing feasible alternatives to a specific program
by relating the cost of a particular alternative to the
achievement of a goal and/or an objective. The purpose
is to provide a means of comparing possible alternatives
on the basis of least cost and greatest effectiveness.

COST, INCREMENTAL: The incremental cost is the cost of
adding the next unit. The actions can be viewed as a
series of alternatives that differ in quantity but not
kind.

CRITERIA: Statements of preferred outcomes that are used
to test the relative degrees of desirability among
alternatives; standards by which a course of action is
evaluated. Statements of criteria include time, condi-
tions, and specific results expected.

CROSSWALK: The expression of the relationship between the
program structure and the appropriation/budget structure.
It may be viewed as a table with the rows of the table
listing the program categories and the columns showing

the appropriations and budget activities.
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EFFECTIVENESS: The degree to which a given program achieves
the stated objectives of the program. 1Ideally, it is
measured in quantitative terms in relation to criteria.

EVALUATING: The process of assessing the attainment of
objectives and the worth of programs.

GOAL: A broad statement of purpose to be achieved by
society but to which the educational system will con-
tribute by attaining related objectives.

INPUT: Resources employed to achieve objectives.

MATRIX: A rectangular array of mathematical quantities by
rows and columns; used to facilitate the study of prob-
lems in which the relation between the contrasting
terms is fundamental.

MODEL: An abstract representation of reality that describes,
reflects, or simulates an actual system or situation.

MULTIYEAR PROGRAM AND FINANCIAL PLAN: A plan that serves
as a pattern for the future operation of the educational
programs of the school district. The plan reflects the
future implications of current decisions.

OBJECTIVE: A statement of an outcome of a program that will
contribute to the societal goal to which it is related.

OUTCOME: The result obtained from the input of resources in
the educational process in the form of growth of the

learner, e.g., knowledge, skills, and attitudes.
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PLANNING: The process of guiding internal change so that
the school adapts effectively to the dynamic society of
which it is a part.

PPBES: Abbreviation for the planning-programming-budgeting-
evaluating system.

PROGRAM: A series of interdependent, closely related ser-
vices and/or activities progressing toward or contribut-
ing to a common objective or set of allied objectives.

PROGRAM BUDGETING: The preparation of a budget which empha-
sizes classifications by programs and reflects consid-
eration of present and future costs of various programs
designed to realize objectives.

PROGRAM ELEMENT: Each part of the operating program iden-
tified by a discrete program classification. The pur-
pose for identifying a program element is to facilitate
the process of quantifying the several characteristics
(properties) of the element.

PROGRAMMING: The process of developing program plans.

PROGRAM STRUCTURE: An array for showing the priority for
learning outcomes through the organization of program
emphases; the format for the program budget.

RESOURCES: Inputs available to the school system for use
in attaining its objectives.

SUBJECTIVE MEASURES: Impressionistic observations of the
comparison of outputs with the criteria of related

objectives for which those outputs were produced.
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SUPPORT SERVICES: Those services which provide administra-
tive, technical, and logistical support to facilitate
and enhance learning objectives. Support services exist
as adjuncts for the fulfillment of objectives.

SYSTEMS ANALYSIS: The analytical activity that allows for
the organization and the examination of information on a
regular basis so as to clarify objectives and the utility
of different ways of achieving them. Analysis is used
to identify controllable variables and noncontrollable
environmental factors that affect the relationship of
inputs and outputs.

SYSTEM, MANAGEMENT INFORMATION: A communications process
in which data are recorded and processed for operational

purposes.

Source: Research Corporation of the Association of School
Business Officials, Educational Resources Management
System (Chicago, Illinois: Research Corporation,
1971), pp. 337-342.
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Table 1.2.--Student representation by country, American Community Schools
of Athens, Inc.

Country 1968-69 1969-70 1970-71 1971-72 1972-73 1973-74
Argentina 2 1 1 1 1 1
Armenia 1 1 - 1 - -
Australia 11 20 28 33 39 52
Austria - - - - - 2
Brazil 5 9 6 6 8 6
Canada 29 45 47 63 82 87
Chile - - - - 5 -
China - 1 1 2 - -
Denmark 3 3 2 - 4 -
Egypt 1 1 - - - -
Ethiopia - 1 - - - -
Finland 1 2 2 - - -
France - 2 2 2 2 2
Germany 2 1 - - - 2
Great Britain 33 36 32 30 35 27
Greece 37 24 31 41 38 46
Holland 4 3 2 2 1 3
India - - 2 2 2 2
Iran - N 1 - 1 -
Ireland 1 1 - 1 - -
Israel 16 10 19 19 25 25
Italy 2 2 2 2 3 4
Japan 9 10 13 10 15 30
Jordan - - - 1 2 4
Korea - - - - - 1
Lebanon 1 2 2 4 5 5
Libya - 2 - 1 2 1
Malawii - - 2 3 2 2
Mexico 2 - - - - 1
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Table 1.2.--Continued.

Country 1968-69 1969-70 1970-71 1971-72 1972-73 1973-74
New Zealand - - - 3 7 9
Norway 2 2 1 5 1 3
Pakistan - - - - - 3
Panama - 1 - - - -
Philippines 3 1 1 1 2 2
Rhodesia - - - - - 2
South Africa 7 9 8 6 8 11
Spain 2 1 - - - -
Sudan 1 1 - - - -
Sweden 5 6 5 2 3 4
Turkey 9 4 - 1 5 3
U.A.R. - - 2 2 2 2
Venezuela 1 - 3 7 4 3
Yugoslavia 10 16 21 11 14 10
U.S.A. 1,563 1,523 1,428 1,728 2,088 1,880
Totals 1,763 1,741 1,664 1,983 2,406 2,240

Source: Accounting Records, Office of Assistant Superintendent for
Business Affairs, American Community Schools of Athens, Inc.
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Table 1.3.--Summary of fees, American Community Schools of Athens, Inc.,

1967-1974.

Year Transportation 1-5 6-8 9-12
1967-68 $ 85 $ 585 $ 635 $ 6352
1968-69 100 585 635 635
1969-70 100 585 635 635

TUITION PERCENTAGE INCREASE 53.8% 48.8% 55.9%
1970-71 100 900 945 990P
1971-72 100 900 945 990
1972-73 125 900 945 990

TUITION PERCENTAGE INCREASE 5.5% 5.8% 6.0%
1973-74 152 950 1,000 1,050°

TUITION PERCENTAGE INCREASE 23.5% 27.5% 30.9%
1974-75 175 1,175 1,275 1,375d

Note: 1967-68 to 1969-70, fees were charged on the basis of grades

1-6 and 7-12.

Source: Minutes of Meetings of the Parents Association in aDecember,
1966; Ppecember, 1969; CDecember, 1972; and 9December, 1973.
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