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ABSTRACT

The scarcity of resources relative to social wants leads
to the allocation function of economics, which in the pri-
vate sector of the economy is accomplished through a
market mechanism and in the public sector by means of go-
vernment budgeting. One noteworthy feature in the his-
tory of public finance up to the twentieth century was its
indifference to public expenditure problems in general and
bhudgetary choice in particular. This factor, together
with a groving popular demand for probity in public apend-
ing,led to the entrenchment of rigorous classification
principles which satisfied the needs of accountability yet
failed to provide a satisfactory framewcrk for decision-
making and economic analysis.

The extraordinary growth of goverrmental activity in
the twentieth century cngendered a need for better manage-
ment and planning of public expenditure. Economic ana-
lysis was applied firstly in macro-economic fields under
the impact of Keynesian theories, and after World war II
its use was directed to the micro-analytical fields of
social choice, with a view to finding an answer to the
question, On what grounds shall expenditure A be increased
and expenditure 3 decreased?

The rise of programme budgeting was to a large extent
a responze to the desire for more rationality in budgetary
choice. The system is also referred to as PPBS (planning
programming budgeting systems). It is a comprehensive

management procedure having as its main focus the integra-
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tion of planning and budgeting. Its methodology entails
the “dentification of objectives and the programmes which
will best aussist in fulfilling these objectives, the devel-
opment of alternative means of achieving objectives. the
selection of criteria to measure the effectiveness of pro-
grammes, and a multi-year projection of data.

The programme budgeting system which was introduced
by economists in the U.S.A. Department of Defence in the
early nineteen sixties has been used as a model by many
other public institutions. In the field of local govern-
ment, particularly in the U.S.A., programme budgeting sys-
tems are being increasingly implemented. In South Africa,
progress has been slow.

From the experience gained by local authorities in
other countries and f-om experiments conducted in the
course of the present study with regard to the adaptation
of classitication and budgetary principles to the require-
ments of programme budgeting, the conclusion is reached
that a suitable system could be introduced in the sphere
of South African local government. it should be implement-
ed preferably on a selective rather than a comprehensive
basis, involving firstly the identification of objectives
and the optimum programmes to fulfil such objectives,
secondly the integration of firarncial and programme bud-
gets, and thirdly the introduction of in-depth analysis
and multi-year planning.

The successful introduction of programme budgeting
depends as much on a satisfactory conceptual approach as
on the adoption of recommended budgetary formats. The

syccea does not dispense with the need for value judgment,
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yet it renders a great deal of assistance to the decision-
maker by exposing choices in a more logical manner. It
should be seen as a valuable tool of management rather
than as a substitute for the policy-making process.

There has been a long tradition of departmentalism
in local government which has precluded an approach to
the management of the whole enterprise through an identi-
fication of broad community goals. Programme budgeting
not only contains the elements for overcoming some of the
irrationality in decision-making but provides a base on

which a system of corporate management could be established.
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CHAPTER I _: INTRODUCTION

Although the subject of the present study is Programme
pBudgeting for South Africza Local Authorities, it has a
great deal more to do witL public expenditure than pu-
blic revenues. Theories of taxation, sources of public
revenues and public debt fall without its scope. The
income of public authorities will be considered only to
the extent that it is necessary in completing long term
financial plans, and 1t will be covered in general terms
only: an analysis of public income will not be undertaken.
This approach may at first sight seem unusual because
budgeting by its very nature is a statement of proposed
public revenues and public expenditures. The income
side must at some stage come into the picture because no
fiscal plan is complete without it. Definitions of a
budget are found in works on political science, economics,
public administration and financial administration. Most
of these follow the general tenor of Shulz's definition -
‘A budget is a financial programme for a specified period
of time, usually for a year. It has vwo equally impor-
tant parts, viz. a plan of expenditures and a plan for
raising the necessary revenue'. (1)
There are, nevertheless, good reasons for the appa-
rent anomaly that in a work on programme budgeting the
income side can be virtually ignored. Attitudes to pu-
blic finance have changed considerably during the past

1. Ernst B. Shulz, Essentials of Government. pP. 439.
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hundred years, from the negative approach of the classical
and neo-classical economists, through the macro-economic
theories of Keynes to the positive use of economic ana-
lysis in public decision-making. The functional analy-
sis of public expenditure is of com atively recent
origin and received much of its impetus from the Hoover
Commissiun in 1949, The Commission recommended among
other things that 'the whole budgetary concept of the
Federal Government should be refashioned by the adoption
of a budget based upon functions, activities and pro-
jects'. (1) This was a considerable departure from the
traditional concept of the budget as a financial plan for
one year and an irstrument for control. Expenditure was
now to be analysed in depth with a view to focusing atten-
tion more upon the general character and relative impor-
tance of the work to be done nr the service to be rendered
than upon the things to be acquired. In the thirty
years following publication of the Hoover report, notable
advances in the functional analysis of public expenditure
have been made, not only in the U.S.i\. but in other coun-
tries as well.

The impression should not be gained, however, that no
attention was given to public expenditure prior to 1949.
In fact, governments and econmmists had devoted a great
deal of attention to the subject from the beginning of the

twentieth century. Yet attention was concentrated mainly

in the sphere of the growth of total public expenditure

1. U.S5.A. Commission on the Organisation of the Exe-

cutive Branch of the Government, Budgeting and Accounting,
p. 8.
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an/! ['lhe means of controlling it. There were isolated

institutions in which expenditure was classified on a
functional b-'.sis for instance the Tennessee Valley
Authority and the British Army, but generally speaking
traditional financial budgeting was the common practice.
The main concern of governments was the growth of public
expenditure in relation to the growth of national income,
and the extent to which public expenditure could be uti-
lised as an instrument in anti-cyclical budgeting. Much
has been written on this aspect in the past few decades
and the subject lies without the scope of the present
study, except insofar as tte.- long term financial plans

of local authorities are conceited.

The rapid growth of public outlays gave rise to a
demand for the planning and analysis of expenditure.
Pvonouncew»Rta were made that traditional financial bud-
geting had failed to piovide a satisfactory framework, for
planning, analysis and decision-making. Programme bud-
geting was to a considerable degree a response to this
apparent failure.

In the municipal field, nterest in programme bud-
geting came later than in the sphert of central govern-
ment. Several local authorities introduced a form of
performance budgeting in the nineteen fifties following
the publication of the Hoover Commission's rep't, but
developments in the more comprehensive forms of prograiwne

budgeting came much later. Even today the adoption of

programme budgeting systems is not as widespread as is

commonly thought even though the concept may be widely

endorsed.





























