
MODULE 4 
Budgeting and negotiating 

Overview 

The budgetar y proces s underlie s most , i f no t all , aspects o f th e governmen t 
of a  country. Planner s an d polic y maker s i n Ministrie s o f Educatio n mus t 
therefore b e thoroughly conversan t wit h th e procedure s associate d wit h 
national budgetin g s o that the y ca n mak e a  better cas e i n claimin g resource s 
from th e centra l government . Thi s modul e provide s a n insigh t int o th e 
budgetary process , especially th e thinkin g underlyin g the formulatio n o f 
sectoral an d nationa l budgets . 

Objectives -  th e participan t shoul d b e abl e to : 

1. Distinguis h betwee n busines s budget s an d budget s o f nationa l 
governments; 

2. Trac e the evolutio n o f th e budge t proces s i n the Commonwealth ; 

3. Identif y th e differen t approache s t o drawin g u p a  budget ; 

4. Explai n the justifications mad e abou t allocation s i n the nationa l budget ; 

5. Outlin e th e criteri a necessar y fo r investmen t i n education ; 

6. Calculat e uni t cost s a s par t o f th e budgetar y process ; 

7. Improve negotiatin g skill s a s par t o f th e budgetar y process . 

W h a t i s a budget ? 

A budge t i s a  document whic h outline s i n a  systematic wa y the income s an d 
expenditures o f a n individual , a firm o r a  national government , fo r a  given 
period o f time . Usuall y i t i s drawn u p a s a  forecast o f th e expecte d incom e 
and propose d spendin g pattern s tha t ar e likel y t o occu r durin g the specifie d 
period. To draw u p a  budget, i t i s considered almos t mandator y tha t th e 
performance o f th e previou s budge t b e considered . This certainl y help s i n 
drawing up a  budget tha t reflect s a s accurately a s possible up-to-dat e 
income an d expenditur e trends . I n effec t then , the budge t become s a  pla n 
on whic h t o mode l th e financia l affair s o f a n individual , a firm o r th e nationa l 
economy i n the shor t ter m -  usuall y abou t on e year . 

Unlike i n the cas e o f individual s o r eve n nationa l governments , i n busines s 
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there i s a strong direc t relationshi p betwee n incom e an d expenditure . Firm s 
spend mone y t o mak e money . Hence , expenditure i s only undertake n fo r th e 
purpose o f generating income . Nationa l governments , on th e othe r hand , 
are no t profit-seekin g organisations . Thei r revenue s an d expenditure s ar e 
independent. Government s develo p revenu e budget s fro m thei r estimatio n 
of ho w muc h incom e the y wil l collec t throug h taxes , customs an d excis e 
duties, loans an d othe r devices . Based on this , they develo p expenditur e 
budgets i n accordance wit h th e majo r projects , plan s an d philosoph y o f th e 
government i n power . 'Balancing ' the budge t i s a  similar concern , albeit a t 
different scales , to tha t o f persona l an d nationa l budgeting . 

What i s the 'Appropriation s Bill? ' 

The bi d b y publi c servant s t o spen d governmen t revenue s i n variou s way s 
has to b e approve d b y legislativ e bodies . Ever y yea r th e Financ e Ministrie s 
of centra l government s presen t thei r revenu e an d expenditur e budget s a s an 
Appropriations Bil l t o Parliamen t fo r scrutin y an d debate . Th e 
Appropriations Bil l establishe s fixe d dolla r amount s fo r variou s ministrie s 
and project s t o achiev e th e objective s o f governmen t fo r tha t year . When i t 
is passed, authorisation i s obtained t o spen d taxpayers ' mone y fo r th e 
public good . 

Like those o f a n individual , government's revenue s ar e o n th e whol e limite d 
and fixed fo r selecte d periods . Lik e a monthly paycheck , taxe s o r custom s 
duties canno t b e increase d i n the shor t ter m t o compl y wit h an y increasin g 
need b y th e governmen t fo r mor e money . Hence , i t i s absolutel y necessar y 
that assiduou s car e and attention b e given i n forecasting revenue s realistically , 
otherwise th e 'balance ' o f th e budge t ma y b e compromise d an d deficit s ma y 
occur. 

The 'Budget' , then , i s the fundamenta l organisin g framewor k fo r th e nationa l 
government. Onc e th e budge t ha d passe d int o law , its integrit y i s 
guaranteed b y variou s control s an d mechanisms . Fo r example , the power  of 
virement, i.e. the righ t t o mov e funds fro m a n ite m t o whic h i t ha s bee n 
assigned t o anothe r item , can only b e given b y a n Act o f Parliament . Mos t 
importantly, th e succes s o f a  budget (ofte n i n hindsight ) i s a  particularl y 
powerful commen t o n th e abilit y o f the governmen t t o manag e th e affair s o f 
the country . Factor s suc h a s the stewardshi p functio n o f government , th e 
'fixed' natur e o f revenue s an d th e politica l implication s o f bot h mak e th e 
national budge t th e mos t importan t singl e ac t o f governmen t i n an y year . 
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Historical developmen t o f ' th e budget ' 

Commonwealth countrie s hav e inherite d a  legacy o f governanc e structure s 
which includ e th e cycle s an d procedure s surroundin g th e formulatio n o f 
annual budgets . The specifi c name s o f the variou s ministrie s an d 
governmental bodie s may  diffe r bu t th e basi c functionin g o f th e syste m 
remains remarkabl y similar , especiall y i n the smalle r Commonwealt h 
countries. Bo x 1  outline s th e antecedent s o f the 'budget ' i n the Unite d 
Kingdom. While i t illustrate s th e simplicit y wit h whic h th e budge t wa s 
conceived, there ar e certain trend s whic h hin t a t ho w importan t thi s devic e 
was to becom e i n the nationa l economy . 

Box 1 
The Historica l Development o f the 'Budget ' 
Until the time o f James I I (1685-8) , th e actua l business o f governmen t 
was carried on directl y b y the King , and the expenses were met partl y 
from hi s hereditary revenue s (fo r exampl e from Crown lands) an d partl y 
from certain taxes (fo r exampl e customs duties) whic h Parliament vote d 
to hi m for lif e a t the beginnin g of each reign. If expenditure looke d lik e 
becoming too grea t t o b e me t from these sources , the Kin g would ask 
Parliament t o vot e him an additional 'supply' ; having done so , Parliament 
would then consider th e 'way s and means ' of raising the money , and 
would impose suc h taxes as were necessary fo r th e purpose . I t i s in 
accordance with thi s ancien t usag e that th e Hous e of Commons stil l sit s 
as 'Committee o f Supply ' when i t debate s the government' s spendin g 
plans, i.e. the 'Suppl y Estimates' , and as 'Committee of Ways and Means ' 
when i t discusse s tax proposals . Since the King' s needs for additiona l 
supply arose at irregula r intervals , while the ordinar y busines s o f 
government wa s regarded a s his own affai r rathe r than Parliament's , ther e 
was no occasion for regula r annua l budgets ; indeed, the wor d Budget ' 
was not use d in anything like its modern sens e unti l 1733. 1 

After th e Revolutio n o f 1688 , and stil l more after the accession o f 
George I  in 1714 , the politica l predominanc e o f Parliament le d i t t o exer t 
closer financial  contro l ove r the administration . Most o f the cos t o f civi l 
government wa s stil l me t from the King' s lif e revenues (th e 'Civi l List' , as i t 
was called), but from 168 9 onward s th e countr y wa s involved in a long 
series of wars with France , which caused military expenditur e t o rise 
greatly; this require d annua l votes o f suppl y and the annua l imposition o f 
taxes, so that i t soo n became customary fo r minister s t o dra w u p 
statements o f the year' s revenu e and expenditure fo r submissio n t o 
Parliament. Wars were financed by borrowing as well as taxation; the 
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National Debt , beginning in 169 4 a t 1. 2 millio n pounds , had grown t o 
213 millio n pound s b y 1783 , and the interes t o n i t becam e a  major ite m 
in government s outgoings. To repay the deb t mean t runnin g a surplus o f 
revenue over expenditure , while to incu r a  wartime defici t mean t 
obtaining Parliamentary authorit y fo r additiona l borrowing ; in either case , 
a budgetary statemen t wa s necessary t o explai n and justify th e 
government's financia l programme. By the time o f the younge r Pit t (Prim e 
Minister fro m 178 3 t o 1801 , and again from 180 4 t o 1806 ) th e Budge t 
had become wel l established as a part o f the routin e o f Parliament . 

Pitt introduced th e principl e o f the 'Consolidate d Fund ' - tha t is , of 
having a single centra l accoun t int o which al l receipts ar e paid and from 
which al l expenditure i s met. Before then , severa l departments ha d bee n 
directly receivin g the proceed s o f taxes which were 'earmarked' for them , 
and had made their ow n arrangements fo r disbursement s -  a  system 
which made i t difficul t t o impos e an y kind of centra l control , as well as 
creating many opportunities fo r th e misus e of funds b y minister s an d 
officials. With al l expenditure bein g made from th e Consolidate d Fund , it 
is relatively eas y to ensur e that nothin g is done which has not bee n 
authorised b y Parliament ; with ai l revenue going into the Fund , no 
individual departmen t ca n finance activities o f it s own which hav e no t 
been so authorised; and the stat e o f the government's revenu e an d 
expenditure a s a whole ca n easily be calculated b y comparing inflow s 
with outflows fro m the Fun d over any given week, month o r year . 

Other measure s o f Pitt' s foreshadowed th e syste m which emerge d fro m 
Gladstone's reform s o f th e 1860s , whereby th e year's tax changes are 
embodied i n a single Financ e Act, while the programm e o f government' s 
spending is embodied i n a single Appropriation Ac t bringin g al l 
departments' estimates together . 

Source: Ope n University , 1972 , pp. 38-39 
1An anonymous pamphlet in that year compared the Chancellor (Walpole , who was 
also Prime Minister) to a cheapjack opening his 'budget' (o r bag) of tricks. The term 
caught on, but lost its satirical overtone. 

Activity 1 
Box 1 shows how  the budget began to take  on more than just its  original 
bookkeeping function. What  aspects of  the  budget can you see  growing in 
importance over time? What similarities do you discern  between the  historical 
development of  the 'Budget'  and its various  mechanisms in  the  United 
Kingdom and your own  country? 
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Box 2  belo w give s a  contemporary descriptio n o f the expande d rol e budget s 
now pla y i n nationa l economies . I n i t w e se e the importanc e an d car e give n 
to th e processe s b y whic h th e budge t i s drawn up . You ma y se e a  strong lin k 
between thes e processe s an d th e 'aspect s o f th e budget ' tha t yo u detecte d 
in Activity 1 . 

Box 2 

A Contemporary Vie w of the Nationa l Budge t 

Governments allocat e scarce resources t o programme s and service s 
through the budge t process . As a result, i t i s one of the mos t importan t 
activities undertake n b y governments. As the focal poin t fo r ke y resource 
decisions, the budge t process i s a powerful tool . The qualit y o f decision s 
resulting from the budge t proces s and the leve l of thei r acceptanc e 
depends o n the characteristics o f the budge t proces s tha t i s used. 

The budge t proces s consists o f activities tha t encompas s th e 
development, implementation , and evaluation o f a plan for th e provisio n 
of service s and capital assets . A good budge t i s far mor e than th e 
preparation o f a legal document tha t appropriate s funds for a  series o f 
line items. Good budgeting is a broadly define d process that ha s 
political, managerial, planning, communication an d financial  dimensions . 

A good budge t proces s i s characterised b y severa l essential features. A 
good budge t process : 

• incorporate s a  long-term perspectiv e 

• establishe s linkages to broa d organisationa l goal s 

• focuse s budge t decision s on results and outcome s 

• involve s and promotes effective communicatio n wit h stakeholder s 

• provide s incentive s to government , managemen t an d employees. 

These key characteristics o f good budgetin g make clear that th e budge t 
process is not simpl y an exercise in balancing revenues and expenditure s 
one year a t a  time, but i s strategic i n nature , encompassing a multi-year 
financial an d operating plan that allocate s resource s on the basi s o f 
identified goals. A good budge t proces s move s beyond th e traditiona l 
concept o f line item expenditure control , providing incentives an d 
flexibility t o manager s that ca n lead to improve d progra m efficiency an d 
effectiveness. 

Source: National Advisory Counci l o n State and Loca l Budgeting, 199 7 
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Budgets then , hav e undergon e evolutio n an d metamorphosis , s o muc h 
so tha t the y ar e often no w use d a s a means t o judge whethe r a  governmen t 
is competent i n handlin g it s affairs . This evaluatio n rest s o n th e fac t tha t th e 
ways o f drawin g u p budget s (se e Bo x 3 ) hav e evolved int o ver y 
sophisticated procedure s tha t allo w fo r greate r contro l o f resources , 
greater accountabilit y i n the disbursemen t an d us e o f thos e resources , an d 
a better understandin g o f th e budge t a s a tool whic h ca n b e use d t o effec t 
the plan s an d programme s o f a  government fo r th e commo n good . I n 
essence then , thi s expande d notio n o f good budgetin g amount s t o goo d 
government. 

Table 4 . 1 . M in is t ry o f Educat io n -  Est imat e o f t h e A m o u n t R eq u i re d i n 
t h e yea r e n d i n g 3 1 D e c e m b e r 1 9 9 6 f o r t h e Salarie s a n d Expense s o f t h e 
M in is t ry ( * $ 1 , 1 7 9 , 6 2 7 , 2 2 4 ) 

(Sub-heads unde r whic h thi s vot e wil l b e accounte d fo r b y th e Ministry ) 

Sub-heads 

Personnel 

Goods & 
services 

Minor 
equipment 

Current 
transfers &. 
subsidies 

Current 
transfers t o 
statutory 
boards 

Total 
recurrent 
expenditure 

Capital 
development 
programme 

Total head 

1994 
actual 

699,566,336 

79,005,794 

436,522 

132,471,139 

240,013 

911,719,804 

94.202,957 

1,005.922,761 

1995 
estimates 

773,095,642 

90,202,944 

680,000 

149.417,671 

336,420 

1,013,732.677 

99,430,000 

1,113,162.677 

1995 
rev. estimate 

730,365,000 

99,970,000 

680,000 

150,036,800 

352,620 

981,404,420 

132,177,000 

1,113,581,420 

Source: Republi c o f Trinidad &  Tobago , 1995 , p.132. 
*$=T&T 

1 9 9 6 
estimates 

784.320.000 

110,149,772 

1,000,000 

158,827,172 

230,280 

1,054,527,224 

125,100,000 

1,179,627.224 

Variance 

53,955,000 

10,179,772 

320,000 

8,790,372 

122,340 

73,122,804 

7,077,000 

66,045, 80 4 
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Box 3 
Approaches to Budgetin g 

Line Item Budgeting -  Thi s technique ha s been widely use d for man y 
years in assigning amounts t o eac h expenditure categor y o f the budget . I n 
line item budgeting, the emphasi s i s placed on the specifi c objects  for 
which funds ar e expended wherein each line item shown in the budge t 
document i s assumed to b e the prope r bas e for a n expenditure. As a resul t 
budgets ar e planned around each line ite m separately , and the ne w budge t 
is based on increases applied to eac h line's base -  usuall y the expenditur e 
level of the previou s budge t cycl e -  se e Table 4.1 opposite . 
The majo r benefi t o f line item budgeting i s that th e budge t i s considere d 
to b e the su m of its parts , with eac h part considere d separatel y i n terms o f 
some measure of need. Further, i t permit s som e tracking of expenditure s 
over time. Finally, it suggest s som e consideration o f programmati c needs , 
although the concept i s not as  sophisticated a s other technique s discusse d 
below. Because it ha s been in place for man y years and because i t i s easily 
understood, it ha s survived despite th e adven t o f other mor e sophisticate d 
budgeting techniques. 

Despite histori c popularity , there are severa l drawbacks t o lin e ite m 
budgeting that deserv e consideration . A major drawbac k i s that thi s 
technique depend s o n the budge t documen t almos t exclusivel y fo r 
allocation decisions To o littl e informatio n i s provided abou t ho w 
allocations ar e made, the proces s i s too dependen t o n experience, and 
little o r n o record o f decision processes i s evident . 

Obviously, the us e of such a method fosters the cloistere d appearance o f 
budgets, vests decisions i n only a  few persons , and does no t facilitat e th e 
greater degree of accountabilit y require d o f today s educational planners . 

Programme (o r Performanc e Budgeting ) -  Developmen t o f programm e 
budgeting represents movemen t o f the budge t proces s into a  more moder n 
phase. Also known as functional budgeting  or function-object budgeting, 
programme budgetin g differs fro m line item budgeting i n that th e variou s 
funds in a budget ar e internally organise d according to thei r specifi c 
objective o r purpose . The budge t documen t n o longer serve s as the 
decision document becaus e a  more sophisticate d metho d o f fun d 
structures i s used for interna l decision an d control processes . Enabling this 
process i s an elaborate system , developed wit h the adven t o f electroni c 
accounting systems using various nationa l reportin g standards , wherein 
sub-accounts brea k expenditures i n a budget int o incrementall y smalle r 
parts related to ho w the money i s used. 

Source: Adapted from Thompson, Wood and Honeyman, 1994, pp.309-1 0 
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In many Commonwealt h countries , the centra l financin g uni t use s a 
system o f lin e ite m budgetin g whil e th e variou s ministrie s us e programm e 
budgeting. I n mos t case s a  hybrid syste m emerge s wher e ther e i s th e 
traditional lin e ite m classificatio n bu t i t i s expanded t o incorporat e a 
breakdown o f activitie s o r project s associate d wit h eac h lin e item . However , 
there i s a perceived nee d o n th e par t o f planner s i n th e syste m t o mov e 
closer t o th e demand s an d thu s th e benefit s o f programm e budgeting . 

The requirement s o f programm e budgetin g are : 

• a  high leve l o f intra-governmenta l coordinatio n betwee n th e 
administrative agencie s responsibl e fo r budgetin g matter s an d overal l 
development planning , for exampl e preparatio n o f annua l budget s withi n 
the contex t o f th e longer-rang e plannin g framework o f th e nationa l 
development plan ; 

• settin g bot h short-ter m an d long-ter m goal s an d objectives ; 

• formulatin g specifi c programme s an d relate d project s i n terms o f th e se t 
goals an d objectives ; 

• settin g performance target s i n relatio n t o th e programme s an d project s 
and linke d t o th e overal l goal s an d objectives ; 

• interna l restructurin g o f government ministrie s an d department s t o 
implant th e require d skill s an d th e managemen t structure s t o carr y ou t 
the envisage d tasks ; 

• cos t accountin g methodologie s compare d wit h th e cash-base d 
accounting associate d wit h lin e ite m budgeting ; 

• expertis e i n accurate calculatio n o f uni t costs . 

Some o f th e benefit s o f programm e budgetin g are : 

• greate r contro l an d accountability ; 

• inter-agenc y co-operatio n o f th e plannin g and budgetin g function , as wel l 
as co-ordination betwee n th e Ministrie s o f Financ e an d th e spendin g 
ministries; 

• a n assessment o f task s an d activitie s accomplishe d i n the budge t period ; 

• a n assessment o f th e cost-effectivenes s o f th e specifi c task s tha t wer e 
approved t o b e performe d i n the budge t period . 

Source: Adapted fro m Commonwealt h Secretariat , 199 7 
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Box 4 

Programme, Planning and Budgeting Systems (PPBS ) 

Given the progres s represente d b y programme budgeting , the nex t logica l 
step was greater refinemen t throug h a  system that linke d programmes , 
planning and budgeting into a  more integrate d whole . PPBS is a method fo r 
improving how decisions are made about th e allocatio n of scarce resources. 
For example, suppose instructio n i n schools neede d to b e improved. This 
goal wil l be tied into ever y ste p and leve l between the chalkfac e and th e 
national plannin g system. Along the way alternative method s o f improvin g 
instruction wil l be considered i n terms o f costs and benefits . PPBS is a 
means of organising information s o that th e consequences o f particula r 
choices can be seen clearly. 

This system revolutionises ho w budget s ar e conceptualised. I t require s tha t 
each ministry, and each level within a  ministry (an d that include s eac h 
school) systematicall y formulat e thei r ow n developmenta l plan s in broa d 
agreement wit h nationa l goals . Programmes o f spendin g are then 
earmarked based on perceived needs and goals. The sam e desired 
outcomes ar e reflected i n al l the linke d plans from the nationa l to th e 
individual schoo l level . A clear relationship i s thus evident o f wha t 
outcomes o r objective s were funded and an evaluation mad e as to th e 
benefits o f suc h expenditure. 

The recen t thrust toward s decentralisatio n o f school s and the nee d t o 
implement schoo l based management procedure s highlight s th e 
importance o f this approach to budgeting . PPBS contributes powerfull y t o 
the concept o f accountability , both a s a consequence o f it s focus o n 
outcomes and by it s ability t o continu e an d extend the object-functio n 
code accoun t syste m to includ e analysi s of success . For example, at th e 
level of the schoo l a major function code suc h as 'buildings an d 
classrooms' can be broken down to th e outcome s state d by an individua l 
teacher o f an expenditure tha t woul d b e tracked by account cod e an d 
linked to som e assessment criteria suc h as standardised tes t scores . 

Source: Adapted from Thompson, Wood and Honeyman , 1994 , pp.310-1 1 

Activity 2 

• What  approaches to  budgeting  are evident in your country  at the  national 
and ministerial levels? 

• What  strategies and  mechanisms do  you foresee as necessary for the  proper 
implementation of a programme budgeting system at  both  levels? 
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Box 4  goe s o n t o describ e a  more sophisticate d budge t desig n know n a s 
Programme, Plannin g and Budgetin g Systems . 

This mode l o f budgetin g i s conceptuall y quit e advance d an d require s 
sophisticated know-ho w t o implement , especially i n regard to th e accumulatio n 
of it s databas e an d th e us e o f systemati c accountin g procedures . Man y 
countries hav e been stymie d i n thei r desir e t o implemen t thi s syste m b y th e 
inherent complexities . The Coo k Island s us e this typ e o f budgeting , calle d 
'output budgeting' , at bot h th e nationa l an d ministeria l levels . The following i s 
an example o f ho w the y organis e on e outpu t fo r budgetin g purposes . 

Box 5 
The Curriculu m -  Performanc e Indicator s 

Deliverables 

Implementation o f th e 
Primary Schoo l Scienc e 
Curriculum b y th e 
Secretary o f Educatio n 

Measures 

Quality o f syllabu s t o 
meet standar d require d 
by the Secretar y o f 
Education 

Qualitative 
Indicators 

Syllabus endorse d 
by the Secretar y 
of Educatio n an d 
implementation b y 
30 June 1998 . 

From the abov e w e get th e pictur e tha t thi s for m o f budgetin g goes fa r 
beyond th e juggling o f funds . Allocations ar e base d o n makin g th e 
programmes i n which thos e fund s wil l b e expended explicit , an d furthermore , 
criteria, timelines an d measuremen t an d evaluatio n ar e applied a t variou s 
stages befor e mor e funds ca n b e accessed . 

Activity 3 
• Consider  the implications of  implementing  PPBS in a country  with  which 

you are  familiar. How  will  the budgeting process need to be  conceptualised 
in order to  fulfil the  requirements  of PPBS? 

• PPBS  is sometimes described as having a different  value  system to that  of 
other budgeting  systems. One  way  in which this has  been understood is  that 
there are thought  to  be  potential conflicts  between programmes and staff 
for scarce  resources. Suggest  a relevant  example. 

• PPBS  is also understood as  forcing a  climate  of  accountability  in  social and 
political structures  which have been historically non-accountable.  How  far 
do you agree  with this  description? 
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The approac h t o budgetin g know n a s zero-based budgetin g (Bo x 6 ) ha s 
become mor e relevan t t o countrie s strugglin g with structura l adjustmen t 
imperatives i n an era o f financia l stringency . Th e overal l philosoph y o f thi s 
budgetary approac h ha s to d o wit h cost-cuttin g an d i s economica l i n it s 
emphasis, rather tha n discriminatory , wher e equit y an d pedagogica l issue s 
are concerned. I t reflect s th e tensio n tha t i s always presen t i n educationa l 
financing -  t o wha t exten t ca n we maintai n consideration s o f equity , 
efficiency an d qualit y educatio n i n ou r decision s abou t financin g th e system . 

Box 6 
Zero-Based Budgetin g 

Zero-based budgetin g i s an example o f how externa l politica l realitie s ca n 
press changes on educational organisation s durin g an era of fisca l 
austerity an d retrenchment . Often though t t o b e a military concep t ZB B 
was first  institute d i n the federa l government unde r Presiden t Carte r as 
an effort t o tri m federa l spending through implementatio n o f sunse t law s 
designed to zero out unproductiv e o r unjustified governmen t 
programmes.... Broadl y appealin g psychologically, the basi c premis e 
supporting ZBB is that al l budget categories mus t b e completely re -
justified eac h fiscal  year t o cu t waste and thus improve organisationa l 
and fiscal efficiency. Fro m an operational perspective , all budge t 
categories mus t be se t at zero and those responsible fo r preparin g 
budgets mus t carefully justify th e amoun t o f mone y to b e placed in each 
fund. To complete each budget cycl e requires rebuilding the nee d fo r 
every staf f position , every piece of new equipment, and every suppl y 
purchased. 

The conceptua l benefit s o f ZB B are obvious. The product o f an era o f 
high inflation an d discontent wit h government waste , ZBB represented a 
better chanc e of assuagin g taxpayer ange r by giving the impression o f 
strong government actio n to reduc e both wast e and government growth . 
Additionally, the concept ha d other legitimat e bases , particularly tha t 
budget growth shoul d no t continu e unchecke d without seriou s question s 
about positiv e contribution t o the educationa l enterprise . 

Despite ZB B s conceptual strength , many problems were experienced i n 
its operationalisation. Like PPBS, the proces s of zeroing budgets was 
extremely complicated fo r a  variety o f important reasons . ZBB was also 
often criticise d as a cost reductio n metho d tha t require d mor e resource s 
for effectiv e preparatio n tha n could be saved by the process . The same 
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problems o f interna l strif e see n in PPBS were also inherent t o zero-base d 
budgeting, as elective an d enrichment course s were indiscriminatel y 
asked to exhibi t th e sam e justification fo r existenc e a s core areas o f 
instruction. Additionally, the notio n o f zeroing core course s was 
inherently impossibl e creatin g incredulity. Although mos t person s woul d 
likely describe ZB B as a fundamentally goo d idea , its problem s wer e so 
significant tha t man y districts hav e abandoned th e concep t i n recen t 
years. Vestiges o f ZB B stil l linger , however, as many district s hav e 
continued th e concep t o f preparing best cas e -  n o growth -  wors t cas e 
scenarios given the presen t uncertai n revenu e prospect s commonl y face d 
by schools i n many states . 

Source: Adapted from Thompson, Wood and Honeyman, 1994, pp. 312-13 

Activity 4 
• The  approaches to  budgeting  described so far represent  different 

philosophical positions  of the relationships between revenues,  expenditures 
and programmes. 

• Reflect  on the budgetary philosophy in your country  and suggest what  value 
positions are accorded each of these in drawing up the 'Budget'. 

• Under  what circumstances do  you see zero-based budgeting as a valuable 
exercise? 

What i s the nationa l budgetar y process ? 

In mos t countrie s o f th e Commonwealt h th e responsibilit y fo r producin g th e 
budget i s assigned t o th e Ministe r o f Finance . The firs t ste p i s a circular sen t 
out t o al l ministrie s givin g detailed instruction s t o permanen t secretarie s 
and head s o f department s o n th e procedure s t o b e followe d i n th e 
preparation an d submissio n o f th e draf t estimate s o f expenditur e fo r th e 
coming year . Analysis o f th e presen t budge t i s a  must a s i t inform s proposal s 
for th e nex t budget . Bo x 7  belo w i s an excerp t fro m suc h a  circular . 
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Box 7 
Minister o f Finance Circular No. 3 date d Ma y 13 , 199 7 

• 1.5 Th e 199 8 Budge t wil l be circumscribed b y th e followin g 
documents: 

- th e Mediu m Term Policy Framewor k (MTPF ) 1997-1999 ; an d 

- th e Strategi c Pla n and Draf t 199 8 Workpla n o f each Ministry , 
Department o r Agency . 

1.6 Wit h respec t t o the MTP F the followin g should b e noted: 

- Th e MTPF outlines Government's macroeconomi c managemen t 
programme an d its sectora l development policie s ove r the nex t 
three years. The MTPF also presents projection s o f ke y macro-
economic indicator s includin g the GD P growth rate , the fisca l 
balance, the balanc e of payments and external financin g 
requirements fo r th e period . 

- Ove r the las t three years, Trinidad and Tobago returne d t o th e pat h 
of economic growth , and this trend i s expected to continu e ove r 
the mediu m term. To realise the desired leve l of economi c 
development, Government mus t continue t o mee t it s objectives o f 
growth and efficiency, and at the sam e time dea l with th e 
challenges which emerge in achieving the socia l objectives o f equit y 
and poverty reduction , and the ecologica l objectiv e o f soun d 
natural resource management . 

- Thes e objectives wil l be met b y increasin g the leve l of investmen t i n 
those sectors , where there i s potential fo r increasin g employment . 
The agriculture , tourism, construction an d manufacturing sector s 
have been targeted to assis t Government i n it s objective o f povert y 
reduction, unemployment relief , and growth o f the non-oi l sector . 

Permanent Secretaries , Heads of Department s an d Senior Manager s 
are to ensur e that thei r organisations ' plan s inform thei r budgetar y 
proposals. Indeed, Ministries/Departments ar e advised to hav e thei r 
planning processes and activities coincid e wit h an d linked to th e 
budgetary exercis e in order t o mak e a simple bu t definitiv e progressiv e 
step towards programme budgetin g for th e mor e effective allocatio n o f 
resources. 

Source: Republic o f Trinidad &  Tobago,1998 , pp .4 -5 9 
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Box 7  illustrate s th e natur e o f th e directive s circulate d t o ministrie s a s a 
preamble t o drawin g u p th e nationa l budget . I t i s apparent tha t importan t 
decisions hav e already bee n mad e a s to th e area s i n which th e governmen t 
feels fundin g shoul d occur . On e woul d expec t tha t a  preliminary stag e 
occurred befor e thi s whe n eac h ministr y woul d b e given a  chance t o mak e a 
case for fundin g thei r ow n projects . A clea r pictur e emerge s her e tha t 
ministry representative s mus t hav e a  very goo d an d well-researched cas e i n 
hand whe n makin g a  bid fo r nationa l funds . 

Activity 5 

The directives of a  Ministry  of  Finance  excerpted in Box 7 give  us an idea  of 
the key philosophical assumptions  about  budgeting  that  is  evident in  this 
country at  this  time. 

• Evaluate  the  nature  of  these  assumptions as they  concern -  a  specific 
budgetary approach,  a  developmental  perspective for the  country  linkages 
between broad organisational  goals,  justification for  priority  areas,  and 
involvement of  all  in  the  process. 

• One  notion  of  the  mission  of the  budget  process  states  that: 
' . . . the  budget  process  is to help  decision makers make informed choices 
for the  provision of services  and  capital  assets  and to  promote  stakeholder 
participation in  the decision  process'. (NACSLB, 1997) 

What is  your impression  of the  nature  of  stakeholder  participation  as 
described in Box  7? 

Interviews undertake n wit h participant s fro m Ministrie s o f Educatio n an d 
Finance i n Tokelau , Niue, Fiji , Samoa, Tonga, the Solomo n Islands , Vanuatu 
and th e Coo k Island s resulte d i n the followin g criticism s o f th e budgetar y 
process i n thei r countries : 

• littl e consultatio n betwee n thos e proposin g budget s an d thos e finalisin g 
the budget ; 

• wha t th e Ministr y o f Educatio n though t may  b e importan t wa s viewe d 
differently b y thos e wit h th e fina l say ; 

• unrealisti c expectation s b y head s o f department s alway s le d t o significan t 
budget cuts ; 

• littl e o r n o consultatio n betwee n th e Ministr y o f Educatio n an d othe r 
ministries; 
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• to o littl e tim e lef t i n the budge t cycl e fo r prope r screenin g an d debat e o f 
budget proposals ; 

• feedbac k t o ministrie s wa s lacking ; 

• littl e o r n o inpu t fro m teacher s an d principal s i n the proposal s comin g 
from th e Ministr y o f Education . 

Source: Adapted fro m Commonwealt h Secretariat , 199 7 

Activity 6 

• Consider  the budget process in  your country.  To what  extent are these 
criticisms applicable to  your context? 

• To  your knowledge,  have  there been improvements in  the budgetary process 
in any of the countries mentioned? 

• How  can the budget process be  improved? 

Once th e estimate s o f expenditur e fro m th e variou s ministrie s an d 
government department s reac h the Ministr y o f Finance , the tas k become s 
two-fold. Firstly , on th e expenditur e sid e fina l decision s hav e to b e mad e o n 
the allocatio n o f fund s s o as to effectivel y achiev e th e intention s o f th e 
Government an d b e i n close accor d wit h th e wishe s o f th e population . 
justification fo r budgetar y allocation s depend s o n thes e questions : 

• Wha t purpose s wil l b e achieve d b y thi s expenditure ? 

• Wha t wil l b e th e benefit s an d cost s o f spendin g th e mone y i n thi s way ? 

• Shoul d mor e o r les s b e allocate d t o a  particular service ? 

• Ca n the mone y b e spen t mor e efficientl y t o achiev e a  given purpose ? 

Secondly, on th e revenu e sid e deliberation s hav e to tak e int o accoun t th e 
desire t o distribut e th e burden s o f taxatio n i n a  politically acceptabl e 
fashion. This tas k i s solely concerne d wit h th e short-ru n economi c effect s o f 
the budget . Th e thinkin g behin d th e budge t i s often a  source o f concer n t o 
citizens an d official s o f th e variou s ministries . I n Bo x 8  belo w a  governmen t 
official responsibl e fo r th e fina l sa y i n drawing u p th e budge t reflect s o n his 
government's intentions . 
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Box 8 
New Strategie s for Formulatin g the Budge t 

This i s ideally wha t a  budget i s supposed to do . Bu t o f course, we never 
attain the ¡dea l and never are able to satisf y everyon e i n the community . 
If we reduce taxation , some people sa y that thi s i s giving concession 
to th e rich  o r t o th e establishment . I f we increase taxation, it's suppose d 
to b e inhibiting investment an d development o f the industria l an d 
agricultural sectors , etc. I f we come dow n too heavil y o n industry , 
the agriculturalist s sa y that w e haven't given enough assistance t o 
agriculture, etc. 

I don't believ e that anybod y wh o works on a budget o r who actually trie s 
to prepar e a  budget i s ever able to satisf y everybod y i n a community. I 
am talking now about a  national budget , as opposed to a  budget o f say, 
a firm.  Bu t even in firms, you hav e problems betwee n departments an d 
division when you com e to discuss the capita l budge t o f a  company. 

Now I  would like to spen d a little tim e t o explai n ho w we do the budge t 
exercise. We are involved in what i s known as 'double budgeting' , in a 
sense that yo u hav e a recurrent budget , which takes care of the recurren t 
expenditure o f the Government , including wages, etc., and we have the 
capital budget whic h deals with the development programme . Both o f 
these exercises involve a great dea l of work -  quantitativ e wor k -  an d 
especially th e capita l budget , and for whic h we depend a  lot fo r ou r 
inputs on the ministrie s an d the agencies of government . I n order to tr y 
and get a  picture o f what thes e agencies and ministries wan t t o do , how 
they wan t to spen d the mone y they hop e to get , we send out, very earl y 
in the year, a very comprehensive circular , in other words , the circular s 
contained request s for bot h th e recurren t estimate s an d the capita l 
budgetary estimates . 

What we have also tried to d o i s not t o indulg e i n arbitrary cutting . 
Previously, one of the very bi g problems i n the budge t exercis e and in the 
implementation o f the budge t wa s that i n the Ministr y o f Finance , 
because o f the lac k of information , or lac k of coordination a  lot o f th e 
cutting and the prunin g in the budge t exercis e was done i n a very 
arbitrary fashion . What w e have tried to d o i s to as k the peopl e i n the 
ministries and the agencie s to ran k their project s s o that w e will have 
some indication o f where they fee l thei r prioritie s li e among their tota l 
project package . This is so because i f we have to cu t back , in cutting we 
use their rankin g and not just cu t arbitraril y an d so interfere wit h 
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ongoing programmes which they feel are more important tha n other 
programmes which they hav e included in their submission . So we have 
put al l this in our circular and we endeavour to get back from the 
ministries their estimates, so that we could have comprehensive 
discussions with them in detail on every aspect of their programme, and 
pull everything together, so that we have a comprehensive pictur e of the 
way in which the money will be spent overall and what impact the 
expenditure wil l have on the economy as a whole. 

Now, I  am not here trying to criticise my colleagues in any way, but one 
of the problems which we face is that many of the ministries do not 
submit their estimates on time. Very few ministries in fact do this, and 
this creates a serious problem for the people in the Ministry of Finance. 
We are forced then to do the Budget Expenditure Exercis e without having 
the kind of detailed discussion that we would like to have with the 
ministries concerned. Several of them do not give the kind of information 
we want with regard to the ranking of the project , and again, this pushes 
us back into a situation where we have to arbitrarily, or usin g our best 
guesses or best knowledge, cut their programme s when they require 
cutting from the way we see it, and not from the way we see it in 
collaboration with them. 

When we get in all the submissions, we then try t o put the budget back 
together and see how much we can give to each Ministry. This is where 
the question of the relationship between recurrent and capital 
expenditure also arises, because a lot of the capita l expenditure which is 
contained in the Capita l Budget has implications for the Recurren t 
Budget, and this is where we have to do a very careful exercise in seeing 
what capita l programmes - wha t a  particular capita l programme will mean 
in terms of recurrent expenditure which will be required in the fiscal year 
in question. 

Source: Barsotti , 1992, pp. 176-78 
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Activity 7 

• These  are attempts to  introduce  transparency into the  process of  budget 
allocations. How  satisfactory is  the explanation given about what 
programmes are  accepted and rejected? 

• Investigate  whether  ministries receive feedback about their  budget 
proposals, which have been denied,  and  what is the nature of this  feedback. 

• Suggest  in a concrete way how the capital development  programme impacts 
on the recurrent budget. 

• In  your opinion,  what  must the Ministry of  Education  put in  place to take 
advantage of this  way of organising the budget process? 

The Ministr y o f Financ e prepare s th e final  versio n o f th e budge t t o b e lai d 
in the House . Once parliamentar y authorisatio n i s obtained th e budge t i s 
implemented. I n the followin g year , the performanc e o f the budge t come s u p 
for audit . Report s fro m th e Audito r General' s offic e ar e lai d i n the Hous e 
and these ar e examined b y th e Publi c Account s Committee . 

This i s the budge t cycle . I n any given year , budget s fo r thre e year s -  th e 
previous year , the budge t yea r an d the followin g year -  com e unde r 
consideration. Fo r the previou s year' s budget , analysi s an d auditin g ar e 
being carried out . Fo r the presen t year , the budge t i s being execute d an d 
monitored. Fo r the followin g year , ministries an d department s ar e i n th e 
process o f preparin g draf t estimates . 

Thus, although i n principl e th e previou s yea r s budget mus t b e consulte d i n 
order t o dra w u p this year' s budget , i t i s often th e cas e tha t thi s year' s 
budget ha s to b e implemente d immediatel y th e previou s budgetar y yea r 
finishes whil e th e previou s budge t i s stil l undergoin g auditin g an d review . 
Hence, budgets ar e bein g developed onl y o n a  preliminary analysi s o f th e 
previous budget' s performance . 

What i s the respons e o f th e Ministr y o f Education ? 

The concern s o f Ministrie s o f Educatio n i n Commonwealt h countrie s shoul d 
be o n increasin g thei r understandin g o f th e nationa l budgetar y proces s s o 
that the y coul d mak e a  more informe d bi d fo r stat e resources . This woul d 
focus attentio n internall y o n ho w th e ministr y goe s abou t developin g it s 
plans an d programmes , ho w i t approache s th e tas k o f producin g it s draf t 
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estimates o f expenditur e and , how muc h i t appreciate s th e dilemma s an d 
intentions o f centra l government s i n the fina l allocatio n o f resources . 

At th e sam e time, the onu s i s on th e Ministr y t o educat e decisio n maker s i n 
finance abou t th e natur e an d purpos e o f education . This ca n bes t b e don e i f 
the Ministr y produce s well-crafte d an d expertl y budgete d plan s tha t ech o 
the nationa l goal s o f th e country . Negotiatin g skill s thus com e int o pla y -
first, i n ho w budge t document s ar e prepared , and secondly , i n crucia l 
meetings betwee n bot h ministrie s wher e Educatio n s proposals hav e to b e 
justified an d defended . 

The developmen t o f soun d budget s therefor e i s an essentially politica l 
undertaking. The deliberation s o f th e planne r i n Bo x 8  see m to b e largel y a 
process o f weighing u p wha t resource s exis t agains t wha t i s requeste d an d 
then proceedin g toward s rationa l distribution . However , Bo x 9  suggest s 
some politica l issue s tha t ar e als o importan t t o Ministr y o f Educatio n 
officials i n formulating thei r budge t proposals . 

Activity 8 

While reading the  excerpt  in Box  9 below,  consider the issues embedded  in  the 
following questions. 

• Since  Ministries of  Education  already  have  ratified plans  for education  over 
a specified  period, how  can they  deal with  variations  in  annual budget 
allocations that  stray  far from  original  estimates? 

• Since  the making  of  effective  budgets seems to  lie  in the realms  of politics 
and economics,  should Education Ministries  engage  in economic forecasting 
and political  analysis? 

• Sinc e education already  receives  a  large  slice of expenditure  allocations, 
how can Ministry  officials  produce  effective  budget proposals  requiring  even 
more expenditure? 

• '. .  .  the  true  genius of enlightened  educational  planning  lies  in how closely 
and effectively  technical skills  and political  insights  can be  brought  to  bear 
upon the  achievement  of a  given set of objectives'  (Weiler, 1984,  p.474). 
Discuss. 
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Box 9 
The Politic s of Resource Allocation an d Utilisatio n 
One o f the reason s why education i s such an eminently conflictual , and 
hence political , element i n virtually an y societ y i s its claim on a  major 
portion o f a  country's resource s an d the potentia l fo r thi s claim to b e 
contested b y othe r sector s o f stat e activity . This observation bear s directl y 
on the questio n o f why educationa l plan s face problems o f implementation . 
Probably th e singl e mos t importan t reaso n why educationa l plan s that ar e 
otherwise wel l designed encounte r problem s o f implementatio n i s 
concerned wit h the availabilit y o f the righ t resource s a t th e righ t time . 
Plans are always designed with certain assumptions abou t th e kind an d 
quantity o f resources tha t wil l b e available a t given point s ove r th e 
planning period; these assumptions normall y tak e the for m o f politica l 
commitments mad e at th e tim e th e pla n was designed an d reflect , in turn , 
political choice s about prioritie s i n a country's developmen t policies . 

These priorities , as we are aware, have a way of changin g over time , 
sometimes ove r relativel y shor t period s o f time , and these changes tend t o 
alter materiall y th e assumptions abou t availabl e resource s o n which a  given 
plan was predicated i n the firs t place . In theory, o f course , plans can be 
changed i n order t o reflec t change d circumstances ; in reality , however , 
plans in education a s elsewhere, tend t o assum e a  fairly soli d existence o f 
their ow n once they hav e been made , and the adjustmen t t o a  changing 
resource situatio n i s often mad e on an ad hoc basi s a t the interfac e 
between plan and implementation . 

Where changes i n the resourc e base for the implementatio n o f educationa l 
plans can potentially b e o f such importance , an understanding o f th e 
factors tha t migh t lea d to thes e changes become s a  matter o f prim e 
importance fo r thos e intereste d i n the development o f an  educatio n 
system. Such an understanding would include a  realistic assessmen t o f th e 
stability an d resilience of the country's overal l resourc e bas e (and an 
understanding o f the economi c an d politica l factor s tha t migh t endange r 
that stability , such as world pric e fluctuation  o r arme d conflict) ; a 'map' o f 
the politica l weights o f competing claims on tha t resourc e base , which 
would involv e an assessment o f the politica l strengt h o f different ministrie s 
and other publi c agencies and thei r leadership ; and a  reading on th e 
seriousness with which the country' s leadershi p i s committed t o th e 
aspirations embedde d i n the educationa l plan . I t lie s in the natur e o f thing s 
political tha t eac h of these can only b e imperfectl y ascertained . 
Nonetheless, the importan t tas k seem s to b e to reduce , by whateve r 
degree seem s feasible, the leve l of uncertainty tha t surround s i n many 
cases the resourc e assumptions o f educationa l plans . My poin t i s that suc h 
a task primaril y require s a  political analysis . 

Source: Weiler, 1984 , pp.472-7 3 
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Officials i n the Ministr y o f Educatio n ca n negotiat e a  more receptiv e 
audience fo r thei r budgetar y plan s an d programmes , i f they als o conside r 
that par t o f thei r tas k i s to educat e th e decisio n maker s i n finance abou t th e 
nature an d purpos e o f education . Bo x 1 0 belo w illustrate s th e conflictin g 
demands tha t economist s an d education planner s hav e for increasin g 
investment i n education . 

Box 10 

The Privileged Position that Educatio n should have in the 
National Pla n 

For the economic plannin g experts, education ha s a double aspect : in th e 
short ter m (th e period of a  4- o r 5-yea r plan) , the econom y mus t tr y t o 
provide educatio n with the mean s it require s to expand , not onl y becaus e 
it trains future workers , but becaus e of the othe r factor s we have referre d 
to. Economi c expansion wil l not benefi t durin g this shor t perio d fro m 
these supplementar y effort s mad e on behal f of education ; on th e 
contrary, they wil l delay the entry o f young men and women into th e 
active population , and may even mean a reduction i n the amoun t o f 
productive investment . 

In the mediu m or lon g term, as a result o f earlier educationa l expansio n 
plans, the activ e population wil l derive the benefi t o f an expanding flow 
of better-educated an d trained young people. This wil l graduall y 
transform the intellectua l an d vocational structur e o f the population . The 
higher skill s of the active population wil l make it possibl e fo r productio n 
techniques to b e constantly improve d and for th e steady progres s o f 
economic expansion . From this angle, there i s no doubt tha t educationa l 
development i s an investment. The advantages o f this type o f investmen t 
are not restricte d to the sor t economists tr y t o calculat e bu t ar e felt i n 
all spheres, whether social , domestic, cultural o r democratic . 

This investment shoul d be given a privileged position i n nationa l 
development plans , which not onl y ai m at raising production an d th e 
standard o f living but concer n every aspect o f human society . However , 
the financial priority which must b e given to education does not i n any 
way exclude -  indeed , because o f the larg e sums expended on education , 
it require s -  th e makin g of every effor t t o rationalis e the us e of suc h 
funds and to obtai n the bes t possibl e returns . 

Source: Poignant, 1967 , p.4 7 
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Activity 9 

Outline a  presentation that you would  make to  top  officials  in  the Ministry of 
Finance about the  importance, not  only  of maintaining the  present investment 
in education, but of  significantly increasing  that investment 

Box 11 
The Huma n Factor i n the Developmen t Matri x 

The concept o f developmen t underlyin g the notio n o f huma n 
competence i s predicated on the rol e o f peopl e as autonomous 
participants i n the proces s of socia l change and improvement , capabl e 
(competent) o f both understandin g the comple x dynamics o f 
development processe s an d of affecting and influencing the direction o f 
these processes . Just as 'development' ha s many facets, the huma n 
capabilities an d competencies require d to participat e activel y i n these 
different facet s range as widely. 

Once we understand developmen t a s no longer limite d t o th e real m o f 
economic productio n an d consumption, but a s also including such things 
as the sustenanc e o f cultura l traditions an d identities , the qualit y an d 
ease of interpersona l an d intergroup communicatio n an d action, the 
inculcation an d growth o f active an d critical citizenship , the possibilit y 
for recreatio n and leisure time, and the achievement an d preservation o f 
good health , the rang e of 'human competence ' require d to sustai n thi s 
wide array of development objective s expands correspondingly . Fo r 
example, it i s obvious tha t poo r healt h and nutrition wil l have a 
detrimental effec t o n a  person's abilit y to participat e i n the proces s o f 
economic production . At the sam e time, however, there i s absolute an d 
independent valu e in sustaining peoples' health and physica l well-bein g 
regardless o f its impac t o n their productiv e abilities . 

The notion o f human competence a s a key issue in development, and th e 
complex se t o f socia l interventions involved , present a  major challeng e t o 
the world o f policy . At the polic y as  well as at the conceptua l level , some 
of the simplification s o f conventiona l an d overly narro w model s o f huma n 
resource development wil l have to giv e way to mor e complex an d 
comprehensive polic y strategies . These strategie s wil l have to b e 
cognisant o f both th e broade r rang e o f competencies tha t for m th e 
objectives o f human competence development , an d of the richer  se t o f 
social interventions tha t ca n be mobilised t o achiev e those objectives . 

Source: Adapte d from Chinapah , Löfstedt an d Weiler , 1989 , pp.21 - 23 
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One wa y tha t educatio n personne l ma y conside r i n trying t o persuad e 
central authoritie s t o releas e mor e fundin g fo r educationa l project s i s t o 
advocate a n understandin g o f th e educationa l enterpris e a s on e 
encompassing al l facets o f socia l lif e (Bo x 1 1 ). I n this wa y the projec t o f 
education become s equate d wit h th e goal s o f developmen t whic h ar e als o 
the concern s o f centra l government . 

Activity 1 0 

Analyse a recent national budget  proposal. What  paradigms or perspectives 
are most evident about development  -  economical,  human competence or 
others? 

Even though educatio n ca n substantiall y justif y it s clai m fo r a  'privileged' 
position o n th e nationa l budget , i t must , lik e al l othe r sectora l interests , 
present th e mos t economica l cas e to th e centra l government . Thi s woul d 
entail: 

(i) th e exper t calculatio n o f uni t cost s (Boxe s 1 2 an d 13 ) an d 

(ii) th e carefu l analysi s o f trainin g prioritie s fo r investmen t (Bo x 14 ) 

Box 12 

Calculation of Unit Cost s 

Cost analysi s in education i s typically  calculate d i n terms o f units . The 
unit cos t o f a good o r servic e represents the rati o betwee n the cos t (o f 
production, sale or purchase ) o f a given quantity o f goods or service s 
and the quantity expresse d as a number o f units . The valuation o f th e 
unit cos t o f the servic e of education implicitl y presuppose s that th e 
production o f education ca n be quantified. We can distinguish two ways 
of quantifying the production o f education : (a ) b y reference to th e 
number o f examination successe s or academi c performance ; and 
(b) b y reference to attendance . Unde r (a) , the simples t unit s to coun t 
are the numbe r o f examination successes , or, more generally, the numbe r 
of pupils reachin g a certain standar d o f education. Under (b) , the 
practice i s to conside r eithe r productio n capacit y i n terms o f the numbe r 
of teachers, classes or places , or attendanc e itsel f by referenc e to th e 
number o f pupil-years (o r mor e simply o f pupils ) o r th e averag e dail y 
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attendance (ADA) . We shall now consider th e advantage s an d 
disadvantages o f these differen t form s o f uni t costs . 

Cost per graduate. The average cost pe r graduate (i.e . per successfu l 
candidate i n the termina l examinatio n a t each level of education) i s 
arrived at b y taking a notional cohor t o f pupil s o r students , assessing the 
total cos t o f educating them unti l the y hav e all quit th e educatio n secto r 
and calculating the tota l numbe r o f graduates i n the cohort . The average 
cost pe r graduate i s the rati o o f tota l cos t to numbe r o f graduates. A 
much simpler metho d i s - afte r estimatin g the averag e number o f 
graduates over a  period o f time, and the rati o between this average an d 
actual enrolments , calculate the tota l cos t o f education, and, 
consequently, the averag e cost pe r graduate . This kin d of uni t costin g 
affords som e valuable indications o f the efficienc y o f education systems . 
The comparison o f the theoretica l cost s and the rea l costs indicate s 
the volume of economic wastag e from dropou t an d repeating . However, 
assigning the whole financia l burden to graduate s alon e ha s the effec t 
of substantiall y increasin g the cos t pe r graduate, since i t disregard s 
the othe r pupil s who qui t th e education syste m after attainin g a 
certain level. 

Cost by level of education attained . For this reason , not onl y 
graduates bu t pupil s who qui t th e system after completin g one, two, 
three, etc., years o f study , should be included. This i s a more precis e 
costing procedure a s those who qui t th e syste m before graduatin g 
have nevertheless acquire d som e education and knowledge, which is 
appreciated, in particular, by thei r prospectiv e employers . It i s 
therefore onl y fitting that the y shoul d b e taken into accoun t 
in costing. 

Unit cos t pe r pupil . This i s the formula mos t currentl y used . It i s the rati o 
between recurren t mone y costs and enrolments; recurrent cost s only an d 
not capita l costs are taken, since the rati o between capita l expenditure i n 
any given year and the numbe r o f enrolments i n that yea r would have 
little significance . 

Cost per average daily attendance. I n some countries, and to allo w fo r 
the fac t tha t th e numbe r o f enrolments does not alway s match the actua l 
attendance, another formul a ha s been adopted, namely tha t o f dividin g 
recurrent cost s by a  magnitude representin g the numbe r o f pupil s 
attending each day, i.e. the 'averag e daily attendance' . Thus, Canada an d 
the Unite d State s o f America, for example , publish for primar y an d 
secondary educatio n cost s b y average daily attendance . 
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Capital cost per class . For capital expenditure , i t i s significant t o us e the 
formula o f cost pe r place by relating the cos t o f construction an d initia l 
equipment t o th e numbe r o f places provided . This cost i s very usefu l i n 
making projections. The techniques habituall y use d in the choice o f 
investments ca n easily be applied to schoo l building by comparing th e 
annual cost pe r plac e of different projects , the cost s bein g estimated i n 
the ligh t o f the economi c lif e of the differen t project s an d th e 
appropriate cas h flow  discoun t rate . 

The Educationa l Pric e Index -  Uni t cos t projection s ar e made a t a 
general leve l of constan t prices . Each of the goods an d services whic h 
enters int o th e productio n o f education ha s its individua l pric e trend, 
with the resul t tha t th e average price index o f the servic e o f educatio n 
varies even at the genera l leve l of constant prices ; unit cost s mus t 
therefore b e adjusted i n the ligh t o f this trend . The indexe s which reflec t 
these variations ar e usually called 'relative pric e indexes' . 

Source: Adapted fro m Hallak , 1969 , pp.41 -43 an d 5 2 

Activity 11 

• How  can unit  costs  be used by decision makers to assess  the  internal  and 
external performance  of  education? 

• As  far as  you know,  what  information  is  available to  Ministry  of  Education 
officials to  help  them in  the calculation  of  unit  costs? 

• Investigate  how educational price  indices  are constructed  for a  selected 
country. 

• Interview  a policy  maker  or planner  in  the  Ministry  of  Education  in  a 
country with  which  you are  familiar. To  what extent  is  there an emphasis  on 
the calculation of  unit  costs  to support  decisions  about educational 
programmes? 
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Box 13 
Unit Cost s and Curriculum Decisio n Makin g 

The uni t costs of academic educatio n and vocational education a t th e 
secondary leve l have been the subjec t o f many economic analyses , often 
fueled by the long-standin g debate over the relativ e merit s o f two type s 
of curriculum to mee t the employment an d manpower need s of a 
developing economy. In general, unit cost s o f vocational educatio n ar e 
found to b e higher than those of academic o r genera l education . Bu t 
because there are different type s of vocational trainin g and differen t 
institutional arrangements fo r vocationa l educatio n (suc h as vocational 
schools, company-affiliated vocationa l schools , schools with a diversified 
curriculum) i n different countries , the difference i n cost betwee n the tw o 
types of curriculum varies widely. Obviously, cost comparison alon e is 
incomplete fo r informing the debate over the choice o f curriculum i n 
secondary education ; the benefit s and effects o f different curricul a hav e 
to b e taken into account , too . 

Cost disparities by curriculum als o exist i n higher education . Data 
for a  sample of developing countries sho w tha t universit y subject s 
like agriculture, sciences, and engineering are on the average more tha n 
twice as costly a s general subjects . And in terms of the magnitud e o f 
recurrent cos t pe r pupil , the descending order fo r th e subject s was as 
follows: agriculture, sciences, engineering, arts, humanities an d socia l 
sciences. Subjects nea r the top o f the lis t have higher recurren t 
expenditures because of lower student-teacher ratio s and highe r 
capital expenditures . 

For education system s in developing countries, expenditure pe r pupi l 
exhibits the following patterns: (a) i t rise s with th e level of education ; (b ) 
it i s dominated by personne l costs , although the proportion fo r 
personnel costs decreases with the leve l of education; (c) i t i s higher fo r 
boarding schools than for day schools a t the secondar y level ; (d) i t i s 
generally highe r for vocationa l education than for academi c education a t 
the secondar y level ; (e) i t i s higher for engineering and science subject s 
than for art s and humanities a t the tertiary level ; and (f ) i t ha s a built-in 
tendency t o ris e over time. 

Source: Adapted from Tsang, 1988, pp. 204 -205 

96 



Activity 12 

• Why  are the unit costs  of secondary education higher than that  of  primary 
education? 

• Present  a  case to the  Budget Planning Unit in  the Ministry of  Education for 
certain modes of  technical-vocational  education  to be retained based on 
unit costs  and cost-benefit considerations. 

• Why  is there a tendency for unit  costs  to rise over time? 

• Contrast  the  unit costs  involved in distance education and traditional 
academic programmes. 

While uni t cos t analysi s i s importan t i n puttin g togethe r th e budge t 
proposals fo r education , costs alon e canno t dictat e th e eventua l decisions . 
As Bo x 1 4 belo w shows , the trainin g prioritie s fo r investmen t i n educatio n 
have to b e assesse d o n man y differen t criteria . 

Box 14 
Assessing Training Priorities i n Developing Countrie s 

Cost considerations . Eve n if graduates o f a  particular trainin g cours e 
have a much higher productivit y tha n graduates o f other courses , this 
does not necessaril y mea n that priorit y shoul d be given to thi s typ e o f 
training. The uni t cos t structur e o f producing graduates o f different kind s 
has to b e brought int o th e analysi s in order t o compar e the socia l cost s 
and benefits o f providing schooling of various types and thus arrive a t a 
training strategy fo r th e future . 

Investment priorit y signal s versus point forecasts . An alternative t o a 
specific poin t forecas t woul d b e to offe r a  desired direction o f change: 
for exampl e that i n view of the presen t condition s th e outpu t o f skille d 
workers shoul d b e expanded withou t specifyin g the exact magnitud e o f 
the expansion . In other words , given our inabilit y i n practice t o anticipat e 
future technologica l change s an d their manpowe r implications , i t migh t 
be preferable t o adop t a  plan aiming at gradual expansion o f enrolment s 
in schools and courses tha t exhibi t th e highes t benefit-cos t ratios . 

Consideration o f alternative loc i of training. Apprenticeships an d on-
the-job trainin g have long been used to supplemen t th e effort s o f 
institutions o f formal education . One typ e o f training may serve t o 
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reinforce th e othe r i t i s easier fo r graduate s o f the forma l schoo l syste m 
with a solid grounding in theory t o specialis e i n different trade s late r on . 
The two ma y also be alternatives: many skill s can be acquired eithe r i n a 
specialised institute o r o n the job. Where thi s i s the case the relativ e 
cost o f skil l formation i n the two loc i wil l b e crucia l in deciding where 
training should take place. 

Supplementary signal s from private demand. The socia l cost-benefi t 
signals regarding the desirabilit y o f expanding particular type s o f trainin g 
can be supplemented b y privat e secto r indicator s a s to wher e investmen t 
in training should take place . When ther e are long lists o f applicant s fo r 
certain courses and those admitte d are only a  small fraction o f those wh o 
are prepared to enrol l and pay the fees , there i s the presumptio n tha t 
the suppl y shoul d b e expanded. 

Considerations o f educational quality . Once educational cost s ar e 
brought int o the analysis , issues of internal efficienc y an d educationa l 
quality becom e mor e apparent Fo r example, could a  graduate o f trainin g 
course X  be produced a t lowe r cost? Wha t interna l managerial , 
pedagogical an d organisational change s migh t lea d to lowe r uni t costs ? 
Would a  lower uni t cos t mea n a decline i n educational quality ? 
Conversely, one may even consider a n increase i n unit cost s fo r th e sak e 
of improving the qualit y o f the graduates . 

Source: Adapte d from Psacharopoulos , 1984 , pp. 575-78 

How ca n th e Ministr y o f Educatio n engag e i n effectiv e 
negotiation? 

Negotiations ca n b e define d a s a process tha t involve s tw o o r mor e partie s 
who ar e seeking to resolv e thei r conflictin g o r divergin g point s o f vie w int o a 
single decisio n tha t i s mutuall y satisfyin g t o al l partie s involved . I n a 
negotiating proces s ther e ar e issue s t o b e addresse d an d conflict s o r 
divergent view s t o b e resolved . Two o r mor e partie s ar e involved . Eac h part y 
marshals it s case , plans argument s an d counter-argument s an d asses s th e 
power positio n o f it s counterpart . 

The preparatio n fo r an d actua l negotiatin g proces s require s a n 
understanding o f th e contex t i n which th e negotiation s ar e taking plac e an d 
of th e issu e to b e resolved . I n addition , i n orde r t o negotiat e effectively , i t i s 
important t o kno w th e interest s an d objective s o f al l those involve d i n th e 
negotiations; t o hav e adequate supportin g informatio n an d documentation ; 
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and fo r eac h part y t o agre e o n th e negotiatin g strateg y t o b e employed . 
The person s negotiatin g shoul d als o b e competen t i n communication s skills , 
be flexible  an d b e able t o contribut e t o establishin g a  cordial environmen t 
for productiv e deliberations . 

Education official s ar e require d t o negotiat e locall y wit h th e Ministr y o f 
Finance an d sometime s directl y wit h th e Internationa l Financia l Institution s 
(IFIs). Negotiations involvin g official s fro m th e Ministrie s o f Educatio n an d 
Finance are , in general , relatively circumscribed . I n man y case s n o 
negotiations tak e plac e a t th e final  allocatio n o f resource s t o th e variou s 
sector ministries . Eve n without thi s limite d negotiatin g room , educatio n 
officials ca n influenc e decision s o n allocation s b y enterin g int o dialogu e wit h 
their counterpar t finance  official s i n orde r t o understan d differen t 
perspectives an d to agre e o n procedure s an d requirement s fo r a  budget tha t 
costs element s fo r th e educatio n secto r a s seen withi n th e wide r nationa l 
development programme . 

Some guidelines tha t educatio n official s ca n follow fo r conductin g 
negotiations ar e liste d below : 

• I t i s importan t t o b e abl e t o communicat e effectivel y th e valu e o f 
education an d huma n developmen t i n the broade r socio-economi c 
development o f th e countr y an d i n relatio n t o polic y planning ; 

• Relevan t statistica l dat a an d supportin g document s contribut e t o 
strengthening a  position take n i n the negotiatin g process ; 

• I t i s necessary t o stres s b y providin g examples , i f necessary , o f th e 
efficiency an d effectiveness o f th e Ministry' s performanc e i n 
implementing project s an d programmes ; 

• Th e presentatio n shoul d specif y prioritie s an d eac h shoul d b e coste d i n 
detail; 

• Th e propose d expenditur e shoul d b e realisti c an d i n keepin g with th e 
managerial an d technica l capacitie s o f th e ministr y o r institutio n t o 
implement planne d activitie s effectively ; 

• Extra-budgetar y resource s alread y secure d o r bein g negotiate d shoul d b e 
stated. I n negotiating wit h IFIs , the Ministr y o r Educatio n sometime s 
perceives itsel f t o b e the les s stron g partner . Thi s i s so for severa l 
reasons: 

- IFI s are holding the purs e strings ; 

- IFI s are usuall y well-prepare d wit h a  large databas e a t thei r disposal ; 
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- th e negotiation s ar e invariabl y takin g plac e withi n a  larger contex t o f 
economic policymakin g and a  range o f conditionalities . 

However, i t i s important fo r Ministrie s o f Educatio n t o not e tha t IFI s are ver y 
aware o f th e hars h effect s tha t adjustmen t policie s an d measure s hav e ha d 
on th e socia l sector . Also , there i s a widespread globa l consciousnes s o f th e 
pivotal rol e o f the socia l secto r i n human developmen t Thes e consideration s 
should giv e education official s roo m t o negotiat e fro m a  position o f strengt h 
with th e IFIs . 

Education official s als o nee d to understan d th e cultur e an d operatin g 
procedures o f the particula r institutions . The y shoul d b e familia r wit h al l th e 
elements o f th e projec t o r programme s fo r whic h resource s ar e required . 
They shoul d bas e thei r argument s o n wel l prepare d projec t document s tha t 
are supported b y reliabl e researc h findings,  objectiv e analyses , an d 
qualitative an d quantitative data . 

Source: Adapted fro m Commonwealt h Secretariat , 199 7 

Activity 13 

• Work  in two groups: education personnel presenting budget proposals to 
finance officials. Each  group will  marshal relevant arguments based on the 
proposals. In the negotiating process each group should demonstrate a 
sensitive awareness of the  priorities of  the  other group. 

Summary 

The budgetar y proces s i s bes t understoo d whe n i t i s seen bot h a s par t o f 
an ongoing nationa l developmenta l plannin g exercise an d a s an annua l fisca l 
measure. The final  product , th e budge t document , assume s les s importanc e 
in this conceptualisation . I f the proces s i s perceived t o b e the mor e 
important aspect , then ther e i s considerable potentia l fo r th e Ministr y o f 
Education t o mak e a  more informe d bi d fo r nationa l resources . N o longe r 
will i t acquiesc e i n arguments suc h as : 'there i s only on e nationa l pi e an d 
you hav e to b e conten t wit h you r slice' . I t coul d b e i n a  position t o sho w 
how nationa l resource s coul d b e mor e equitabl y distributed , possibl y wit h 
an expanded conceptio n o f educatio n an d it s rol e i n nationa l development , 
and eve n mak e a  case for a  different structur e o f allocation s i n education . 

More emphasis , then, shoul d b e place d b y th e Ministr y o f Educatio n a t al l 
levels on ho w i t formulate s an d cost s it s plans . I f its target s ca n b e aligne d 
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with nationa l goal s an d it s costing s ar e rigourou s an d accurate , then i t wil l 
be i n a  stronger positio n t o bargai n fo r scarc e resources . I t wil l als o nee d t o 
prepare thoroughl y t o ensur e i t ha s the skill s an d quic k thinkin g necessar y 
at negotiatin g sessions . 

These emphase s wil l i n turn depen d o n a  spiri t o f decision-makin g tha t take s 
into accoun t th e contributio n o f person s a t al l level s o f the educatio n 
system. I t i s a glaring parado x tha t school s represen t th e majo r projec t i n 
education, yet principals , teachers an d parent s ar e excluded fro m th e budge t 
planning process . Plannin g i s the essentia l preserv e o f thos e wh o believ e 
they kno w wha t i s going o n i n schools . To mak e mor e informe d budge t 
proposals, Ministr y o f Educatio n official s nee d t o sho w tha t the y hav e 
incorporated th e prioritise d need s o f al l the stakeholder s i n education . 

The spiri t o f communicatio n an d participatio n tha t ha s bee n show n t o b e 
necessary fo r th e budge t plannin g exercise i s also i n principl e necessar y fo r 
an effectively ru n Ministr y o f Education . The conceptualisatio n o f th e 
budget proces s i n a  more comprehensiv e mod e tha n hithert o augur s wel l fo r 
the Ministr y o f Educatio n t o becom e mor e knowledgeabl e abou t th e need s 
and strength s o f it s ow n sector . 

Wrap-up: discussio n an d extende d reflectio n 

Financial management:  a  constituent  of  the  management  process 

• On e o f the man y misconception s i n the managemen t o f finance i s that i t 
is merely abou t money , income an d expenditure , or budgetin g an d 
costing. I t is , however, one o f th e importan t phase s o f th e managemen t 
process tha t help s to relat e need s t o resource s an d th e implementatio n 
process an d assist s i n the achievemen t o f th e desire d goals . Th e 
emphasis her e i s on education-driven  rathe r tha n o n resource-driven 
educational plans , programmes an d projects . Mos t educationa l 
innovations i n this par t o f th e worl d are , however, resource-driven . 

Financial management:  a  staff development  strategy 

• A s already indicated , the proces s o f financial  managemen t facilitate s 
organisational planning , co-ordination, contro l an d evaluation . Th e 
process thu s enable s ongoin g staf f developmen t an d thi s encourage s 
participation o f al l those involve d i n organisationa l activitie s suc h as 
vision-building, evolutionary planning , context-based staf f development , 
initiative-taking, monitoring , supervision , restructuring an d reculturing . I n 
other words , everyone i n the organisatio n participate s i n financia l 
decisions an d takes the responsibilit y o f implementin g the m successfully . 
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• Th e effectivenes s o f an y initiativ e i n s o far a s devolution o f financia l 
management i s concerned, wil l no t b e realise d unles s i t enable s 
involvement o f al l concerned i n the decision-makin g process . Such a n 
initiative eve n a t territor y leve l does no t enabl e huma n resourc e 
development a t variou s departmen t levels . The managemen t o f financ e 
here ha s moved fro m on e centra l authorit y t o a  similar positio n a t a  lowe r 
level i n the administrativ e hierarchy . Devolutio n initiative s shoul d ensur e 
that everyon e i n the syste m learn s t o us e funds sensibl y an d i n a  mor e 
cost-effective manner . 

Budgeting 

• I n order t o manag e financ e effectively , i t i s importan t t o hav e som e 
understanding o f th e budgetin g an d costin g processes . Budget s ar e th e 
means through whic h expenditur e i s related t o needs . I t also , therefore , 
facilitates organisationa l planning , co-ordination, contro l an d evaluation . 
Budget, the forma l se t o f figures writte n o n a  piece o f paper , i s th e 
consequence o f thes e activitie s an d become s a  guide t o th e managemen t 
of futur e activities . 

• Th e budgetin g proces s ha s four phases : budgetary review , forecasting, 
implementation an d evaluation . While i t i s appropriate t o annualis e th e 
budget, the proces s itsel f i s ongoing . 

• Th e mai n problem s i n budgetin g includ e turbulen t economi c climates , 
often insufficien t research-base d data , micro - an d macro-politics , 
escalating costs, inflation an d devaluatio n costs , and overambitiou s 
projects. 

Costing 

• A s seen above , budgeting i s concerned wit h drawin g u p a n overal l 
financial pla n a s a par t o f th e institutiona l managemen t process . Costin g 
is concerned wit h determinin g th e specifi c cost s o f an educationa l 
activity. The focu s her e i s on providin g data abou t th e viabilit y o f 
competing activities . 

• A n educationa l administrato r ha s to b e realisti c i n developing an d 
implementing a  plan, programm e o r project . He/sh e ha s to tak e int o 
account wha t resource s ar e available t o implemen t th e plan , programm e 
or projec t i n a  given perio d o f time . The costin g o f educatio n i s no t a s 
easy a s costing a n annua l budget . Th e annua l budge t doe s no t giv e al l 
the informatio n o n cost s o f education . 
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• Educationa l cost s ca n b e affecte d by : changes i n pric e leve l o f good s an d 
services, inflation, demographic changes , raising of schoo l leavin g age, 
teachers' salaries , rise i n education standards , new polic y decision s an d 
demand fo r highe r education . 

The managemen t o f educationa l financ e i s a  'hidden curriculum ' an d no t 
many peopl e a t th e schoo l o r syste m level s are involve d i n it . This discussio n 
emphasises tha t financial  managemen t i s a  component o f th e tota l 
educational managemen t process . I n an interactive fashio n i t contribute s t o 
the achievemen t o f desire d goals . I t operate s bes t whe n i t take s a 
partnership an d collaborativ e rout e an d whe n i t i s transparent t o th e 
stakeholders. I f this happen s th e proces s o f financia l managemen t become s 
a learning platform . 

Source: Adapted fro m Sharma , 1997 ) 
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