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ABSTRACT 

This dissertation discusses the role of administrative reform 

in helping the present-day politician respond to pressures to reduce 

public expenditures. A specific reform, zero-base budgeting (ZBB) is 

analyzed to determine its contribution to public policy-making. A 

second general concern discussed throughout the dissertation is that of 

successfully implementing administrative reform. A framework is 

offered, based upon a multi-step strategy, for implementing reform; and 

that framework is related to budget reform in particular. The major 

emphasis of the strategy is to promote those refoms which satisfy most 

directly the needs of the government officials expected to adopt the 

reforms. 

The general concerns of the dissertation were researched by 

gathering data related to the three year use of ZBB (1976-1978) in Pima 

County, Arizona. The data are reported through the use of statistical 

techniques (regression and rank order correlation) and summary reports 

of interview and questionnaire data. The results of this case study 

are combined with the results of three other case studies reported in 

the literature in order to reach more general conclusions concerning 

ZBB. 

Zero-base budgeting is seen as a useful reform, but not one 

suited for all governments. It must be promoted only in those environ

ments that need its analytical techniques. Specific strategies for 

adopting ZBB, when appropriate, are offered in the conclusions. 

vii 



CHAPTER 1 

WHY ADMINISTRATIVE REFORM AND HOW DO WE DO IT? 

Our interest in administrative reform stems from a concern that 

governmental systems operate in the most effective and efficient manner 

possible. Effectiveness of operations includes the ability of govern

ment to respond in a meaningful manner to the needs of the public 

being served—measured in terms of results achieved (regardless of 

cost). Efficiency of operations, on the other hand, refers to the cost 

of responding to public needs—measured in terms of resources expended 

per given results. 

The twin concerns of improving both efficiency and effective

ness are especially relevant in times of limited public resources. As 

governments are forced to respond to social service demands with fewer 

real dollars, they will require ever better means of delivering ser

vices. Quality of delivery cannot be sacrificed for political reasons 

—hence an increased concern for effectiveness. At the same time, 

means must be found to provide the same, if not even higher, levels of 

service without increasing public taxation rates. Thus, naturally 

increasing costs (labor, materials, overhead) must be stabilized 

through finding more efficient processes of providing necessary ser

vices; and through eliminating unnecessary services. 

Administrative reforms, that is, changes in the methods by 

which service delivery is achieved, are prerequisites for dramatic 

1 
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improvements in efficiency and effectiveness. We can expect, there

fore, far more demand for reforms in the public sector. Anticipating 

that demand, this is a timely period to be discussing administrative 

reform and analyzing specific reforms. The specific reform chosen for 

this research project is zero-base budgeting (ZBB), which addresses 

both efficiency and effectiveness concerns. 

The assessment of ZBB will include discussions of the promises 

of ZBB (what should it do for government?), the implementation of ZBB 

(what can it do?), and the performance of ZBB (what has it done?). The 

evidence for this analysis will be drawn from the three-year (1976-78) 

experiment of using ZBB in Pima County, Arizona. The first chapter 

will offer a general model of implementing administrative reform, with 

specific attention given to schemes for implementing budget reform. 

Chapter 2 will review the history of attempts to reform public budget

ing, drawing from that history relevant lessons concerning how to suc

ceed in budget reform by really trying. Chapter 3 will examine any 

impacts ZBB may have had on aggregate expenditures in Pima County. 

Chapter 4 will assess both the method of implementing ZBB and its 

performance by reporting the assessments of those who participated in 

using this reform. Chapter 5 will simraiarize the preceding three 

chapters by providing the researcher's assessment of ZBB as a budget 

reform. Finally, Chapter 6 will return to the general concern of 

administrative reform, gleening some lessons in reform from the spe

cific experiences with ZBB. The thematic concern of this writing, 

then, is contributing to an understanding of how administrative reform 
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can be successfully implemented and retain its intended effect on 

public policy. 

The Need to Improve Government Operations 

Administrative reform is especially vital to public policy 

during times when elected officials must respond to constituency 

demands to limit public expenditures without reducing the quality of 

services provided. In order to accomplish that feat, politicians will 

need to force agencies to adopt more efficient means of delivering 

essential services, thereby minimizing costs. In addition, politicians 

will also need to be sure that choices made between alternative uses of 

limited funds (choices will be necessary in instances that were 

resolved previously by funding all alternatives) are consistent with 

achieving the most important policy priorities of the government. That 

is, a concern for effectiveness must be more dominant in public 

decision-making. Addressing the two concerns of efficiency and effec

tiveness will require use of new and better information concerning the 

implications of policy choices. The role of administrative reform is 

to provide that information in a format amenable to easy use, and the 

role of present-day politicians is to use appropriately the information 

in making policy choices. 

Incentives are increasing for politicians in all levels of 

government to utilize administrative reforms, and budget reforms in 

particular, in their efforts to respond to the "public mood" that 

demands a halt to rapidly increasing public expenditures. The "tax

payer revolt" most closely identified with California's Proposition 13 
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is forcing politicians throughout the nation to demonstrate their com

mitment to minimizing taxes. Specifically, other state governments 

have experienced public initiatives similar to that passed in Cali

fornia (Arizona voters recently passed an initiative limiting state 

expenditures), national politicians are reducing the size of each suc

cessive fiscal year's deficit, and many local officials are attempting 

to minimize property taxes (the City of Tucson has reduced the property 

tax in two successive years). 

In their demonstrations of fiscal restraint, elected officials 

could rely on others (their administrative officers) to implement the 

specific actions necessary to achieve expenditure reductions. On the 

other hand, elected officials could become involved more directly in 

the managerial decisions that follow a policy determination to cut 

expenses. The former approach is one frequently used by politicians 

who must function in a decision-making environment characterized by 

limited time and very little information concerning alternatives for 

implementing broad policy directives (Wildavsky 1974). In such an 

environment administrators are expected to carry out policy directives 

by making frequent adjustments in the provision of government services. 

The latter approach involves elected officials in more specific 

decisions of choosing among alternative means of implementing policy 

directives by providing them with a better source of information in a 

format designed for their use in a short time frame. While perfect 

information is not possible, an improvement would enable politicians to 

have increased awareness of the implications of general policy 
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directives, such as reducing expenditures by 5 per cent. With more 

information concerning the use of public funds, politicians could 

better determine which activities are to be reduced in order to save 

money. These decisions can be responsive to the public demand to cut 

expenditures without affecting adversely essential services. 

As politicians become more concerned about trimming the activi

ties of agencies, they will demand better information from their 

administrators. To deliver that information, administrative procedures 

will need to be changed so as to disseminate relevant information to 

politicians. These changes in procedures can be the result of adopting 

certain administrative reforms. 

Much of the success or failure of administrative reform depends 

upon elected officials. There is little doubt about the interest of 

politicians in limiting expenditures—they must respond to the pres

sures of their constituents. However, they may choose to respond by 

making decisions to cut arbitrarily public expenditures without being 

fully aware of how those decisions will affect the delivery of ser

vices. This mode of response may be costly in terms of constituent 

support if essential services are adversely affected: we might, there

fore expect an increasing number of politicians to respond by using new 

sources of information to base their decisions upon knowledge of the 

consequences of choosing among alternatives. In short, they will very 

likely adopt administrative reforms with the expectation of using 

those reforms as mechanisms to facilitate well informed decisions 
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limiting expenditures. They will become, in a sense, professional 

managers elected by the people. 

Administrative Reform 

Administrative reform is defined as a change in the procedures 

of government which substitutes new methods designed to improve effec

tiveness and/or efficiency. The change may occur in one fell swoop—a 

radical reform—or it may be installed in stages—an incremental 

reform. This definition includes several key elements. First, change 

is a prerequisite to reform—procedures must be different, not merely 

"better" (this excludes, for example, productivity improvements that do 

not change the basic mode of operation). Second, the present method of 

administration must be completely rejected and a new method substi

tuted. For example, in reforming the budgeting process, the current 

technique would be discarded and a new one adopted. Third, reform is 

goal-oriented, and the goal is to improve the efficiency and/or the 

effectiveness of administrative operations. This goal involves making 

some difference in the policies of the government in question. That 

is, a change in administrative practices (process) will facilitate 

changes in the impact of service delivery (substance). 

Administrative reform can influence policy directly by causing 

changes in the decisions actually made. For example, a reform which 

consolidates several local police departments into one regional police 

department will change the range of impacts from being confined to 

local boundaries to being made for the entire region. Administrative 

reform can also influence policy indirectly when it changes the 
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processes of decision-making (without necessarily changing the deci

sion), such as changing the budgetary process. Budget reform, there

fore, generally attempts to affect public policy, but the strategy 

deployed is to affect indirectly outputs by changing the process. 

Implementing Administrative Reform 

Administrative reform is suggested and implemented by those who 

desire a change in the performance of a government's bureaucracy. A 

process for realizing the full impact of the reform can be outlined, 

beginning with recognizing the need for reform, and ending with an 

evaluation of the reform (Caiden 1969). The first step, "awareness of 

needs," occurs when an administration is not doing what it ought to be 

doing. Gerald Caiden discusses four circumstances in which reform is 

needed (Caiden 1969, 131-2); 1) when the administration fails to meet 

the demands put on it; 2) when the administration is not equipped to 

satisfy extra demands; 3) when the administration is unable to antici

pate future demands; and 4) when the administration does not adopt the 

most effective methods of anticipating future demands. When any of the 

above conditions exists, the institutional environment is "ripe" for 

reform. 

However, successful implementation of a reform is not assured. 

The second step in the process is to formulate objectives, a strategy, 

and tactics to implement the reform. Four conclusions made by Caiden 

are particularly relevant to developing a strategy. First: "Complex 

radical reforms need more time and instruction to implement than 

simpler incremental reforms" (Caiden 1969, 142). A good strategy for 
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implementing such a reform should include tactics for preventing quick 

rejection of the reform. That is, those who will be asked to use the 

reform must be "sold" on its value to them. Second; "Initial steps in 

reform implementation are judged more critically than later stages 

. . o" (Caiden 1969, 142). Based on the first two conclusions, 

reformers should not raise false expectations about early successes of 

their reform. Third, several conditions enhance the acceptability of 

reforms: 1) if they are designed for local circumstances and imple

mented through existing institutions; 2) if the virtues of reform are 

extolled rather than the defects of the previous practice; and 3) if 

the reforms are based on critical nonoperationalism. In other words, 

the reforms should not threaten those who are expected to abide by the 

new methods of administration. Fourth, because it is easier to draft 

proposals than to execute them, a wide range of reform proposals may 

not coincide. In sum, a reform should promote reasonable expectations 

and deliver tangible benefits early, which means having the reform 

accepted by those expected to administer it and focusing the reform on 

a narrowly defined problem and specific solution. 

Once a strategy for implementation is devised, the third step 

in the process is actual implementation. Caiden discusses the process 

in terms of the methods of implementation. Of the four methods he 

describes, one is most relevant to this discussion—implementing reform 

to remedy organizational rigidity. This method uses reform to maintain 

sufficient organizational flexibility, which Caiden describes as: 

the ability to adjust the framework—must cover the rearrange
ment of work processes, improvements in viability, preparedness 
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to switch production, promptness in altering the combination 
of resources, eagerness to promote efficiency and administra
tive and technical rationality, and willingness to revise rules 
and codes (Caiden 1969, 149). 

Administrative reforms can be designed to overcome organizational 

rigidity and promote flexibility. 

After the reform is implemented, the last step in the process 

is evaluation of the reform. Evaluating reforms is a difficult and 

complex task, and Caiden discusses four methodological problems par

ticularly relevant to evaluating zero-base budgeting. First, since 

"reform is not an end itself," how can the contributions of the reform 

itself to ultimate objectives be measured (Caiden 1969, 157)? Second, 

how is the success of the reform operationalized (how much success is 

enough to proclaim a viable reform)? Third, how much of the "success" 

could have been achieved even without the reform? Fourth, how are the 

intentions of any,particular actor inferred? These methodological 

problems must be recognized, and research strategies should be used 

which at least minimize their impact. 

Siommary 

The four steps in administrative reform as developed by Caiden 

can be straimarized by using four key words as offered by Backoff (1974): 

invention, promotion, adoption, and implementation. In order to sub

stitute one procedure for another, a new method must first be invented, 

a step often accomplished in the halls of the academy. Once a new 

discovery is made, it must be vigorously promoted as the method to 

adopt. If promotion is successful, adoption will follow; adoption 
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being limited to a commitment to "try out" the new technique. As that 

trial becomes a routine use, the reformi has been implemented as the new 

method of operation. 

If administrative reform is to affect public policy, it must be 

successfully implemented. This obvious reality is all too often over

looked in the promotion phase of reform. Reform can all too easily be 

over sold—promising grandiose change that simply is not possible. The 

change suggested by reformers must be realistic and it must be accepted 

by the proposed change agents (bureaucrats) if it is to succeed. In 

operationalizing administrative reform. Backoff (1974) offers seven 

variables that will help indicate the prospects for success of any 

given reform: scope of program, magnitude of program change, rate of 

change, sequence of change, program goals, program instriaments, and 

evaluation criteria. By measuring these variables we can begin to 

develop a model for predicting the likelihood of success of reform 

efforts. While the research reported here does not use precise indi

cators developed from the seven variables Backoff suggests, the depth 

of our understanding is advanced by examining a specific reform effort 

with the more general concerns of implementation in mind. 

Those concerns, however, should not blind us to the possibility 

of success in implementation at the expense of having any real effect. 

In our haste to assure the acceptability of the proposed reform we may 

so "water it down" that it accomplishes no real change in the system. 

Those who would normally resist the reform may agree to implement it 

under loose guidelines, knowing they can compromise its effect on the 
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system. The secret to success, then, is to structure the reform such 

that the crucial change agents accept it and use it to have a mean

ingful impact on decision-making. The change agents include elected 

officials (politicians) who must be involved in every step of the 

implementation process if the reform is to succeed. Politics, in the 

sense of convincing elected officials to be supportive, is essential to 

the reform process. 

Budget Reform 

Budget reform as a type of administrative reform is difficult 

to implement and to analyze. The process of budgeting is multi

functional , which means budget reforms can be responding to multiple 

needs in order to achieve multiple objectives. Further, various actors 

in the budgetary process, each with their own separate interests, can 

defeat the intentions of reforms hastily implemented without well-

planned strategies. Nevertheless, if the budgetary process is to 

respond to the demands for anticipating future fiscal needs, as well as 

responding to the demands for more control of current expenditures, 

reform efforts must continue. 

Allen Schick has identified three functions of budgeting—con

trol, management, and planning—all three of which are always present, 

but only one at a time predominates. Schick describes the functions as 

competitive: "As a practical matter, these three functions are com

petitive; emphasis on one diminishes use of the others" (Schick 1971, 

4). The control function is one of limiting expenditures through 

limits and conditions set in the appropriations and through spending 



restrictions. Reforms would emphasize this function when in Caiden's 

framework, the administration is failing to meet current demands. The 

objectives of such reform would include "holding the line" on expendi

tures and reducing expenses where possible. The management function 

responds to a different need—one of increasing the efficiency of the 

organization, irrespective of aggregate spending: "Management involves 

the use of budgetary authority, at both agency and central levels, to 

ensure the efficient use of staff and other resources in the conduct of 

authorized activities" (Schick 1971, 4). Reforms emphasizing manage

ment are responding to a need to equip the administration to satisfy 

extra demands. Their objective is to provide a routine administrative 

process which identifies means of expanding capacity without adding 

resources. The planning function is even more future-oriented, since 

it accents a "process of determining public objectives and evaluation 

of alternative programs" (Schick 1971, 5). Reforms emphasizing plan

ning are responding to a need to anticipate future demands by reaching 

the objective of providing an effective means of such anticipation. 

The three functions are obviously interrelated, but, as Schick 

says, only one at a time predominates. Two of the functions, manage

ment and planning, assume complete satisfaction of the other function 

(control). That is, efficiency improvements (management) and better 

effectiveness (planning) are not possible unless aggregate expendi

tures are controlled. Further, good management, by finding more 

efficient methods, has a direct effect of improving control; and good 

planning assists both management and control through the process of 
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evaluation. While the functions do contribute to one another, each one 

demands a unique orientation on the part of budget officials—hence 

only one at a time predominates. They do not normally compete with one 

another; competition between them exists only when a budgeting empha

sizing one function is imposed on an environment seeking satisfaction 

of a different function. The three functions logically follow one 

another in a sequence, with control being a prerequisite to management 

and planning. 

In the order in which they were just presented (control, 

management, planning), each successive function broadens the range of 

policy concerns in the budgetary process. The control function limits 

the concerns of budgeting to ones of limiting expenditures, management 

broadens the concerns to include organizing the operation for maximum 

productivity and efficiency, and planning "encompasses a broad range of 

policy concerns" by demanding statements of objectives and criteria for 

comparative evaluation of various programs (Schick 1971, 5). There

fore, budget reforms would have the greatest impact on policies by 

emphasizing the planning function. However, that emphasis, while 

satisfying a need for anticipating the future, may not be the best 

strategic emphasis. Strategically, the reform should respond to a 

specific, identifiable need. With strategy in mind, and realizing that 

all three functions cannot be emphasized simultaneously in one reform, 

a reform which can accomplish control, management, and planning in suc

cessive steps is the ideal approach. 



14 

While all of the actors in the budgetary process would cer

tainly like to exercise the functions of management and planning, their 

primary concern is control. Aggregate expenditures are the heart of 

any budget—before any other concern can move into the center circle, 

concern about aggregate expenditures must be satisfied. That is, all 

the actors in the budgetary process must feel confident that their 

interests in the aggregate expenditures are adequately protected before 

they will devote time to management and planning: "Control is the 

first requisite of budgeting" (Schick 1978a, 513). 

Unfortunately, budget reform zealots do not always recognize 

the importance of control and therefore rush into a thicket of problems 

with techniques suited to an environment of advanced knowledge: "The 

primacy of control is not always recognized. Reformers sometimes rush 

to install advanced budget systems before the basics of control have 

been satisfied, usually with predictably disappointing results" (Schick 

1978a, 513). Ideally, then, one does not attempt to impose reforms 

designed to improve management and/or planning unless and until the 

control function is being performed satisfactorily. In this view, for 

example, the budget reform movement of the 1950s-1960s assumed adequate 

control: "In the United States, the pervasive reorientation to manage

ment and planning through performance budgeting in the 1950s and PPB in 

the 1960s occurred only because the problems of control were deemed to 

have been solved" (Schick 1978a, 513). 

In order to adapt appropriately the scheme outlined above for 

implementing administrative reform, then, budget reformers need to be 
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sure the technique suggested satisfies the needs of the system. This 

adjustment is necessary since a commitment to one of the budgeting 

functions (control, management, or planning) necessarily precludes full 

attention to either of the others: 

Third, control competes against management and planning 
processes in budgeting. Each of these distinct orientations 
has its specialized informational needs, time perspective, work 
skills and tasks, and criteria for public choice. In the 
matter of budgetary orientations, governments necessarily empha
size one approach at the expense of the others (Schick 1978a, 
519). 

Budgeting, in sum, is a process that includes three functions, only one 

of which is emphasized at a given time. Each of the three functions 

requires a different approach to gathering and presenting information 

in budgeting. As we move from control to management to planning, we 

hopefully make budgeting a more "rational" process. 

Information in Budget Reform 

Most budget reforms are intended to increase the rationality of 

the process. Two recent reforms (planning-programming budgeting and 

zero-base budgeting) are examples of this goal of budget reform; "Both 

PPB and ZBB are expressions of the prevailing paradigm of rationality 

in which reason is rendered equivalent to ranking objectives" 

(Wildavsky 1978, 505). Objectives are specified in these reforms, and 

then analysis is used to determine the best possible means of achieving 

those objectives. 

Providing new information (new in the sense of previously 

undeveloped data, or new in the sense of old data presented in a new 

format—linked to specific objectives) is the key ingredient in the 



efforts to improve budgeting. A number of alternatives capable of 

accomplishing a given objective are generated on the basis of data con

tained in the budget document. The information is used to reduce as 

much as possible the uncertainty inherent in selecting any given 

alternative. The information, though, cannot provide complete calcu

lations of the impacts of all the alternatives: "... there is a 

complete lack of evidence that, in actual human choice situations of 

any complexity, these computations can be, or are in fact, performed" 

(Simon 1967, 177). Since we cannot hope for complete knowledge of all 

possible alternatives and all possible consequences, but still desire 

a model for decision-making which is something other than merely 

haphazard, we must limit the model to our current capabilities; 

" . . . a kind of rational behavior that is compatible with the access 

to information and the computational capacities that are actually 

possessed by . . . man" (Simon 1967, 174). The capacities of man to 

absorb information can increase in budgeting by structuring decision

making within the framework of a "predetermined goal and established 

alternative" (Alexis and Wilson 1967, 159). 

New information, then, can reduce uncertainty, and budget 

reforms are often intended to increase the system's capacity for 

generating that information. Two criteria should be employed to judge 

the benefit of that information: its actual usefulness (mere quanti

ties of meaningless data are useless), and its actual use by decision

makers. Evaluation of information in accordance with these criteria is 
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difficult, but such indicators as verbal reactions of decision-makers 

can supply some input into evaluation. 

The utility of new information is largely determined by the 

reaction of decision-makers to the information: "Governmental 

decision-makers will integrate new kinds of information into the 

decision-making process only when they can see a positive utility to 

themselves" (Ingram 1976, 64). Information provided during the budget 

process should be precise and relevant to the activity being funded. 

It should not, for example, provide an "objective" stated as "coordi

nate and monitor the sweeping of all paved streets within the City of 

Tucson" (City of Tucson 1977, C-114) for the street sweeping activity. 

A far more useful bit of information in an "objective" would be "Pro

vide equipment and personnel to service 135,000 residential units twice 

weekly" (City of Tucson 1977, C-114). The latter statement more pre

cisely describes the activity and allows decision-makers the oppor

tunity to make real adjustments, such as changing the frequency of 

service. 

In order to encourage use of the information by decision

makers, several factors must be considered. First, as was mentioned 

above, the information must yield a positive utility for decision

makers. Second, the information must describe direct and immediate 

consequences, not assvmied long-range consequences that tend to be too 

vague. Third, the information should be presented at an appropriate 

time in the decision-making process: "Decision-makers most likely will 

be receptive to new information during the earliest stages of the 



planning and decision-making process" (Ingram 1976, 67). Fourth, new 

information must be comprehensible—elaborate tables of statistical 

manipulation are rarely considered by decision-makers. Finally, new 

information should be consistent with the stated goals and values of 

decision-makers: "Where value conflicts are part of the costs of 

information, it is easier for that information to be ignored or mis-

perceived" (Ingram 1976, 69). This last condition means that if a 

radically new policy is to emerge from new information, it must be 

preceded by a change in the values of decision-makers. 

The generation of information which fulfills most, if not all, 

of the above five conditions has at least a fighting chance of being 

considered in the decision-making process. A communication process 

will be completed in the sense that data is both sent (by analysts) and 

received (by policy-makers). Once considered by key actors, new infor

mation may convince them to modify their actions. While this strategy 

appears to compromise the value of the information, it actually gives 

that information the maximum possible impact on the system—use rather 

than outright rejection. 

In short, political decision-makers are key actors in deter

mining whether or not budget reform has any impact on policy. If those 

actors use the new information, the reform will be a success. However, 

if those decision-makers ignore the information and instead anchor 

their decisions in other rationalizations, the reform will have little 

impact. It will instead be merely another procedural way of presenting 

a budget. 
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Svmmiary 

Budget reform is intended to improve the decision-making 

process by increasing the rationality of the process through providing 

new information, thereby reducing uncertainty. In order to be suc

cessfully implemented and thus make any difference, the reform must be 

accepted and used by administrative and elected decision-makers. The 

receptiveness of those actors hinges upon whether or not the reform 

serves their interests—control, management, or planning. 

Assuring protection of interests to the actors for the purposes 

of implementing the reform, however, creates a most serious dilemma for 

budget reform. In accepting the reform, the actors may dilute the 

effects of the reform such that no real change occurs. For example, 

the preference of agency actors for subjectivity in their presentation 

may lead to diluting the effect of new techniques: "... the recent 

skepticism about performance and effectiveness measurement, stems from 

agency preferences for free-wheeling subjectivity" (Schick 1971, 173). 

Thus, a successfully implemented reform may have minimal impact on 

policy. On the other hand, a reform which is designed for maximvrai 

impact will have very little chance for successful implementation. 

Therefore, the best budget reform is one which can be implemented with 

little "pain" for a specific, acceptable purpose and in later years can 

be used for more purposes which have a broader range of policy impli

cations. The additional uses of the reform should be introduced incre

mentally, with each new use implemented only after current uses are 

fully accepted is part of the budgetary process. A truly successful 
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reform should be fully implemented within 5-7 years--any further delay 

would cause disappointment (lack of fulfilling promises), and lead to 

rejection of the reform. Thus far in the history of budget reform such 

a successful reform has not been adopted. 

In view of the long history of attempts to influence public 

policy through budget reform, one may well ask: Why try again with 

zero-base budgeting? Any attempt to combine policy analysis and 

budgeting may be futile; "The shotgun marriage between policy analysis 

and budgeting should be eliminated" (Wildavsky 1974, 205). Certainly, 

marginal tinkering with the existing budget system is unlikely to 

yield noticeable benefits for policy analysis: "... conventional 

budgeting is anti-analytic and ... efforts to funnel policy analysis 

through routine budget procedures are not likely to succeed" (Schick 

1971, 259). The dye cast by traditional budgeting must therefore be 

remolded to permit effective policy analysis. 

Despite these dismal assessments, budget reform is still dis

cussed as a viable change agent. After all, "the budget process ... 

serves, explicitly or implicitly, as the mechanism for establishing 

public priorities" (Taylor 1977, 34). Certainly, setting priorities is 

paramount to the policy process. Any reform designed to improve that 

process ought therefore to be seriously considered. Zero-base budget

ing is such a reform, since it would alter the administrative structure 

by allowing for decisions to be based on an adequate, well-designed 

source of information. 
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Budgeting and Administrative Reform 

Concern for implementation must be included when adopting any 

reform. Zero-base budgeting is what Caiden called a "complex radical 

reform" and therefore a very carefully planned strategy of implementa

tion should be developed. That strategy can benefit from the concep

tualization of budgeting functions offered by Schick, and from the 

discussion of information in decision-making systems. 

One of the easiest errors any reform advocate can make is to 

oversell ("over promote" in Backoff's terminology) the reform in ques

tion. Initial promises must be realistic, as the early performance of 

the technique is judged most critically. Transposing Schick's func

tions on this second step from Caiden, ZBB certainly should not claim 

immediate abilities to control, manage, and plan. It should not, then, 

promise to significantly reduce expenditures, realize numerous effi

ciencies, and reallocate aggregate resources by new, well-planned 

priorities all in the first two years. Instead, a limited set of 

achievable goals should be put forth—such as reprogramming 5-10 per 

cent of agency resources (reprogramming may include expenditure reduc

tions) . 

Proclaiming limited early goals which can then be achieved will 

also help assure that the reform has sufficient time to be fully 

implemented. The pronounced goals of the reform must appeal to the 

decision-makers who are expected to adopt it. They must be persuaded 

that the reform will satisfy their own best interests; but the per

suasion cannot be overdone. That is, the goals of the reform must be 



limited in early stages, with long-range promises being more expansive. 

Decision-makers may then be convinced of the long-term benefits and of 

the time frame in which to expect achieving those benefits. As Caiden 

stated in his second step in implementation (formulating objectives, 

strategy, and tactics), a complex reform (such as ZBB) requires time 

and instruction to implement. Early, realizable objectives will 

satisfy critics and give the reform more time to be fully implemented. 

Quick rejections are especially avoidable if the reform is 

tailored to the needs of those expected to implement it. In this 

regard, heeding Schick's analysis is obviously helpful. ZBB, as we 

will see in the ensuing chapters, is principally a management-oriented 

budgeting scheme. Therefore, it is most easily promoted in an admin

istrative system in need of improving its management capabilities. If 

suggested for a government with control problems, the early-years 

objectives of ZBB must be tailored to control, identifying the actual 

uses of expenditures. As an information-generating device ZBB can 

serve this purpose. However, a control-oriented emphasis is still a 

misplacing of ZBB's true management-oriented intent. Therefore, 

systems with control problems are best advised to resolve those prob

lems with reforms that improve accounting practices before attempting 

the change to management implicit in adopting ZBB. 

The type of information generated in ZBB may not be directly 

useful to important decision-makers, one of the five factors discussed 

in judging the benefits of new information. That is, if the informa

tion does not give an accounting of every dollar spent to leaders 



23 

concerned about control, it is of little use to them. Another easily 

committed error in budget reform is to present information in an incom

prehensible fashion—myriads of statistical tables and ratios that 

require an interpreter. Finally, budget information presented in a 

management-oriented reform may very well ignore immediate consequences 

(such as lay-offs) of long-range plans. Any of these errors in pre

senting the new information may lead to early rejection of the reform 

by decision-makers. Thus, those who prepare the new information, 

agency budget analysts, are in large part responsible for successful 

implementation of the reform. 

Avoiding rejection, however, is not sufficient for assuring 

success of the reform. As was discussed earlier, if we overdo our 

efforts to guarantee the acceptability of the reform, we may destroy 

its usefulness to the system. To be sure, as Caiden describes the 

tactics of implementation, the reform cannot threaten those who are 

expected to utilize the new methods. More important than this negative 

caution, however, is an appropriate positive suggestion for strategy. 

The intended change agents should be given incentives (positive, 

negative, or both) to faithfully maximize the desired gain in using 

the new method. Positive incentives might include returning a certain 

percentage of dollars saved (efficiency) to the agency, or professional 

and/or material rewards for improving the quality of service delivery 

(effectiveness). Negative incentives include the obvious—reduction in 

pay, demotion, and outright dismissal. 
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A given reform has a good chance of succeeding under the fol

lowing conditions: it satisfied decision-makers' own needs (be they 

control, management, or planning), it supplies information they find 

useful, it does not threaten them (at least not inappropriately— 

incompetent officials should be threatened), and it is accompanied by 

incentives for full utilization. The attempts to implement ZBB can be 

analyzed using the criteria just described, given two assmptions. 

First, ZBB would be assxmed to be a worthwhile reform, an assumption 

investigated in the second chapter. Second, the managers asked to 

implement ZBB are assvraied to be competent administrators, an assumption 

which can very often be questioned. 

The history of budget reform illustrates the importance of 

attempting the correct reform (in its emphasis) at the correct time. 

Chapter 2 will review that history. Throughout the ensuing discussion 

of budget reform, and ZBB in particular, the focus of our attention is 

threefold: 1) the problems involved in implementation; 2) the promises 

of the reform; and 3) the "delivery" of the reform on its promises. 



CHAPTER 2 

THE DO'S AND DON'TS OF BUDGET REFORM AND 
THE RELENTLESS WAVE OF EFFORTS 

Zero-base budgeting follows, with a respectable interval for 

recovery, two earlier budget reforms—performance budgeting and the 

planning-programming-budgeting system(s) (PPBS). All three budget 

reforms can be seen as efforts to instill a degree of "sense" into a 

budgetary process often characterized as incrementalism at best and 

chaos at its worst. Fiscal allocations, in the minds of reformers, 

ought to be based upon more sensible, rational grounds than merely 

adjusting up or down last year's appropriations. 

Of central importance in improving the process of setting 

allocations is improving the quantity and quality of information used 

in decision-making. Each of the three major reforms can be analyzed, 

then, in terms of the changes they make in the format of the budgeting 

system. They can also be analyzed, in the framework of Chapter 1, in 

terms of their impact on the control, management, and planning func

tions. Finally, their success or failure as an administrative reform 

can be assessed. This chapter will provide a general discussion of the 

three reforms. A specific analysis of the performance of ZEE will 

follow in subsequent chapters. 
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Performance Budgeting 

Performance budgeting provides new infomation, such as man 

hours expended, in a new format—purpose accounts. Those accounts 

represent the specific activities performed by an agency of government. 

A municipal police department, for example, would include the following 

activities (and others): prisoner booking and care; court appearance-

traffic; court appearance-crime; service of legal papers; gambling 

investigations; and prisoner conveyances (Milwaukee Common Council 

1975, 428-440). Measures of inputs and outputs are provided with each 

purpose account, and budget proposals include those figures for a 

multi-year period. In addition to those figures provided in a compara

tive format, the budget document may include the more traditional line 

item break-down for the agency. That is, broad categories such as 

personnel, supplies, and overhead can appear in the same document (in a 

separate section) as the more detailed purpose accounts. Line item 

accounts are retained for two reasons; maintaining an accounting of the 

total resources consumed in each agency, and sustaining the existing 

bookkeeping system. 

The information provided in a performance budget is useful for 

both control and management. Control of aggregate expenditure levels 

is assisted by the careful accounting of how each public dollar is 

spent. Decision-makers can decide if, in the most general sense, the 

appropriate amounts of money are being spent on various activities. 

Those decisions are made in a more rational manner than arbitrary 



percentage limits, because through the purpose accounts decision-makers 

have a better awareness of the impact of budget cuts. 

Performance budgeting can be a management tool by providing a 

productivity ratio for each activity, and reporting that information in 

each of a series of budget periods. The ratio is in the form of either 

man hours per unit of output, or dollars per unit of output. The unit 

of output is some measure of the activity described in the purpose 

account. For example, in the police department purpose account "court 

appearance-traffic," the unit of output is "court cases processed." 

Given this measure and the standard measures of input (hours or 

dollars), a purpose account can include this information for a given 

year (taken from 1974 in Milwaukee): $363,631 spent, 40,663 hours 

used, 72,978 cases processed, $498 spent per unit; and 1.79 hours per 

unit (Milwaukee Common Council 1975, 431). 

While the above information does not supply complete informa

tion concerning the activity performed (such as the exact types of 

traffic cases, pleas by the defendants, and actions by the judges), it 

does assist managers in achieving a better understanding of what takes 

place within their agency. One would expect for example, the measure 

of hours per unit not to increase over time, and perhaps it would 

decrease. Any dramatic changes (in either direction) within a given 

purpose account would be unexpected. If, over a period of years, the 

measure does not reflect expectations, managers can "flag" that purpose 

account for closer examination. Thus, performance budgeting can be 



used as a warning device which spotlights inefficiencies in an agency's 

operations, or poor budgeting practices. 

As an Administrative Reform 

While performance budgeting theoretically provides some very 

significant benefits, it does not always deliver on its promises. As 

true for any administrative reform, incorporating the new methods of 

this system is not trouble-free. Two key problems plague performance 

budgeting systems: difficulty in defining the purpose accounts; and 

the lack of full compliance in recording expenditures and time spent 

for each activity. The first difficulty, defining accounts, is espe

cially difficult in staff agencies that operate without a well-defined, 

regular routine. One would not find, for example, a purpose account 

defined as "slack time" to classify those hours in which there is 

insufficient activity within, say a mayor's office to keep everyone 

busy at once. Yet, such times do occur due to the necessity of retain

ing a large enough staff to respond at "peak times" (such as prepara

tion of an executive budget in a mayor's office). Furthermore, even 

when the staff is at work, its work cannot always be neatly defined. 

For example, general consultation between a mayoral administrative aide 

and a city councilman are difficult to categorize. In situations such 

as this one, it may be undesirable to define specifically every hour of 

an executive's time~necessary flexibility may be hindered. Other 

public functions, which are more visible and "accepted," are also 

difficult to categorize. Those functions include crime deterrence, 

disease prevention, and fire prevention. 
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The problems in defining the purpose accounts seriously hinder 

the operation of performance budgeting. All of the inputs of any 

agency must somehow be related to specific accounts (this is a require

ment of exhaustiveness in encompassing all resources expended), and an 

incomplete coverage in purpose accounts can easily lead to distortion 

of those accounts that are used. That is, the resources must be linked 

to some activity, and a non-exhaustive listing of activities means that 

those activities which are listed will be assigned more resources than 

they actually consume. 

Purpose accounts are also distorted by the second problem, lack 

of full compliance by agency personnel with the rigors of the system. 

If the measures of inputs and outputs are to be meaningful, the per

sonnel must record the time they spent in each of several activities in 

which they participate. However, requesting employees to be accurate 

in recording the distribution of their time in various purpose accounts 

is likely to fall on deaf ears. Employees are more likely to quickly 

decide that all of their time was devoted to one or two activities than 

to calculate a division of time. This natural tendency has more impact 

in management or staff positions than in line positions. The latter 

positions involve only one purpose account each, while the former 

normally involve several accounts. Any attempt to thoroughly police 

the system and reprimand individual employees would be very costly, and 

would likely outweigh the benefits of the reform. The system must rely 

on voluntary compliance, with pressure exerted on managers to exert 

pressure on individual employees. 
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Problems of complexity and compliance are not uncommon in 

budget reforms. The litmus test of reform is whether or not it makes 

a difference even without full compliance and complete adherence to its 

principals. Thus, performance budgeting is useful if it can lead to 

improvements in productivity (management) and help officials keep an 

accounting of how money is being spent (control). Since the reform 

does require more time to utilize than traditional budgeting, the gains 

must be appreciable if the reform is to be judged worthwhile. 

Planning-Programming Budgeting Systems 

The PPBS scheme of budget reform emphasizes a planning-

programming component which would link programs for spending government 

revenues to long-range plans, or policies: "PPB is primarily viewed as 

a system for conceiving, developing, and costing new policy thrusts 

. . (DeWoolfson 1975, 391). The comprehensive nature of PPBS makes 

this reform a planning, and to some extent a managing, tool in 

budgetary decision-making. Included in the PPBS procedures is a 

development of a five-year plan for each major activity, which becomes 

the blueprint for each of the subsequent five fiscal year budgets. The 

plan is a rational approach to decision-making: long range goals are 

written, operational objectives are derived from those goals, and the 

"best" of a number of possible means of achieving the objectives is 

selected for funding. The process of selecting the best alternative 

involves management decisions—using the twin criteria of effectiveness 

and efficiency. Effectiveness can be measured in PPBS as the degree to 

which a given alternative satisfies the operational objectives which in 



turn contribute to the program goals. Efficiency can be measured as a 

ratio of benefits to costs for each alternative. In its attempt to 

encompass both planning and management procedures, PPBS is a complex 

and ambitious budget reform. It utilizes three basic steps in the 

budgeting process. 

The first step, or element of that system, is planning. The 

key element in planning is setting long-range goals for the particular 

project under consideration. Even before any decision is reached all 

future implications must be identified (Nienaber and Wildavsky 1973). 

Once long-range goals are determined, short-range programs can be 

analyzed for their contribution to those goals; "... where PPB does 

exist, analysis is a solid rock in the foundation of the edifice" 

(DeWoolfson 1975, 390). 

Analyzing and selecting alternatives is the second step in the 

system—programming. Long-range plans must first be translated into 

short-range objectives to be achieved in one budget cycle. Several 

alternatives to achieve those objectives are then evaluated by convert

ing outputs of the programs into measurable units which are then used 

in an efficiency ratio. Data generated by performance budgeting could 

be useful in this phase of PPBS: "... the reduction of work-cost 

data into discreet, measurable units" (Schick 1971, 3). That data, in 

turn, can be useful in benefit-cost equations as measuring the costs of 

services. The benefit is measured in terms of achieving the objective 

(difficult to quantify in monetary terms) and the costs are any measur

able expenses required to achieve the benefits (including indirect 
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costs such as other services deferred). Calculating the equation 

requires meaningful measures of inputs and outputs (in some cases out

comes)—one of the severe constraints in the second step of PPBS. 

Nonetheless, such measurement is attempted in order to weigh alterna

tives and select the most efficient means of achieving the objective. 

In the third step, budgeting, the alternative selected is put 

into the normal budget cycle to define the amount of funds in the 

budget request. Now the planning goals set in the first step are 

ideally affecting the actual appropriations of government funds. 

In its ideal form, then, PPBS is a system of long-range plan

ning by top management (policy-makers and the level just beneath them), 

programming by middle-management which defines operational objectives, 

and budgeting by middle management (and, more specifically, budget 

analysts) which provides benefit-cost analysis of alternatives and 

incorporates the alternative selected into a budget document. These 

three sets of actors do, of course, interact frequently and the dis

tinction between their activities is very often blurred. 

As a tool for rational decision-making, PPBS in its intended 

form excels. It is also an attempt to integrate the decision of how 

much money to raise and spend into a more comprehensive process of 

program planning and analysis. The critical question, however, 

remains: Can this ambitious scheme actually work? 

PPBS in Use 

To answer that question, we must first examine how PPBS was 

used in its major test (the national budget in the 1960's) and then 



33 

review the reasons for its failure. The initial experience with PPBS 

was a successful one in the Department of Defense. Aaron Wildavsky has 

described four "requisites" which were present to enable the department 

to successfully implement PPBS: 1) a small group of talented personnel 

who had developed the system over a period of years (at the RAND Corpo

ration); 2) a common terminology and a set of analytical approaches; 

3) top leadership that understood policy analysis and wanted to use it; 

and 4) existence of planning and planners (Wildavsky 1969, 191). Nine 

program categories used by the department from 1965-1969 demonstrate 

how easily Defense activities fit into a PPBS scheme: 1) Strategic 

Retaliatory Forces; 2) Continental Air and Missile Defense Forces; 3) 

General Purpose Forces; 4) Airlift and Sealift Forces; 5) Reserve and 

National Guard Forces; 6) Research and Development; 7) General Support; 

8) Military Assistance; and 9) Civil Defense (Minmier 1975, 21). Those 

programs were subdivided into elements easily measured in dollar terms. 

Seeing the success of PPBS in the Department of Defense, Presi

dent Johnson decided this system would be good for all federal agen

cies, and by executive order implemented PPBS throughout the bureau

cracy with one fell swoop in 1965. For many reasons, however, PPBS was 

not the smashing success Johnson had hoped for. PPBS's leading pro

ponent, Allen Schick, pronounced it dead in the federal system as of 

June 21, 1971 (Schick 1973). The important question for ZBB advocates 

is: Why did PPBS fail? 

Some of the reasons for failure can be attributed to the system 

itself and others to the general notion of budget reform. Initially, 



there were problems in setting long-range goals. Goal setting in the 

PPBS tradition demanded goals be set with efficiency in mind—measur

able objectives which are attainable through definite procedures. 

While such long-range goals are possible for the weapons systems of 

defense, social programs designed to accomplish income redistribution 

have a difficult time matching these expectations (Harlow 1973). Even 

more critically, budgeters cannot define the goals which are tech

nically only determined by legislation (Wildavsky 1974). Finally, the 

legislation oftentimes does not indicate clearly the goals of the pro

gram. 

Even if goals were defined, federal government agencies suf

fered a handicap unknown to Defense—a shortage of planning-programming 

personnel. Those agencies did not have trained programmers on hand 

when PPBS was imposed upon them, and were given no time to train any. 

Those who tried to implement PPBS were confronted with another problem 

—a shortage of appropriate data. The PPBS approach demands quantity 

measures for every program, a reasonable demand for Defense, but not 

for other agencies. Social programs in the Department of Health, 

Education, and Welfare are difficult to measure, which makes using such 

techniques as benefit-cost analysis difficult at best. In the context 

of social programs, for example, the value of benefits becomes arbi

trary—x dollars for every child who is fed lunch and x dollars per 

enrollee in the Head Start program. Even costs are difficult to calcu

late, particularly for programs just getting started. How, for 
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example, does one calculate displacement costs (emotional) when build

ing expressways where once there were neighborhoods? 

PPBS as an Administrative Reform 

As if the problems of the system were not enough to kill PPBS, 

problems more general to budget reform aided in its downfall. The 

reform was resisted by two sets of actors—agency and Bureau of the 

Budget budget analysts, and Congress. Allen Schick, who said PPBS 

failed because it did "not penetrate the vital routines of putting 

together and justifying a budget" (Schick 1973, 147), laments the 

resistance encountered from old-line analysts. Rather than accept an 

innovation they did not understand, those analysts ignored PPBS as a 

budgeting tool: "Faced with an imposed system which they neither 

designed nor understood, many departments reacted by divorcing the 

PPBS system from budgeting" (Schick 1973, 147). Schick also accused 

the Bureau of the Budget of subverting the reform by providing inade

quate instructions for implementing PPBS and not disseminating mean

ingful budgetary power to agency analysts. The final blow from 

resisters within the administration occurred when President Nixon 

divorced policy analysis from PPBS by creating the Domestic Council. 

The second source of resistance was from Congress, which was 

not involved in the implementation of PPBS. Congress clung to the old 

procedure of line item budgeting and rejected PPBS; "Congress never 

was a consumer of PPBS and, indeed, rejected it" (Nienaber and Wildavsky 

1973, 136). Did they resist PPBS because they were not involved in 

implementing this particular reform, or because they resist any 
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budgetary reform? The authors quoted earlier appear to answer both 

ways: 

At the present time ... most Congressmen look upon analysis 
with disfavor. To some it may appear to be a way of replacing 
representatives with experts, or it appears to be a way of 
committing congressmen to projects whose implication they do 
not understand and whose consequences might do harm. But none 
of these conditions need exist if key congressmen would take 
the lead by commissioning analysis for their own purposes to 
meet their own needs (Nienaber and Wildavsky 1973, 140). 

The authors are arguing that while congressional resistance to "analyt

ical" reforms may be high, that resistance can be overcome with 

internal, political support. That support can be forthcoming if the 

implementation suggestions of the first chapter are heeded and the 

needs of political actors are considered in the reform strategy. 

Not recognizing the political element of reforming the bud

getary process was a serious sin of omission on the part of the PPBS 

advocates. After reaching such a conclusion Robert Harlow suggests a 

reversal of the reformer's approach: "One of the underlying convic

tions of supporters of PPBS has been that politicians need to learn 

some economics. Perhaps economists also need to learn some political 

science" (Harlow 1973, 103). Rather than accusing a political system 

of ignoring rational decision-making and then themselves ignoring 

politics, reformers should seek an agreeable combination of politics 

and analysis. 

One more serious pitfall of PPBS must be avoided. Any reform 

should be cautious in not predicting too much benefit too fast. By 

implementing PPBS in one step for the entire federal bureaucracy 

President Johnson was in effect making such a claim. Aaron Wildavsky, 



in an exaggeration equal to that of PPBS advocates has vividly stated 

their unrealistic claim: "If one can state objectives precisely, find 

quantitative measures for them, specify alternative ways of achieving 

them by different inputs of resources, and rank according to desir

ability, one has solved the social problems for the period" (Wildavsky 

1974, 206). Certainly such panaceas, with all of their assumptions, 

are impossible, but just such a panacea was implicit in the PPBS move

ment of 1965. 

The issue of reforming the budgetary process is now escalated 

beyond PPBS and is a question of whether any budgetary reform can suc

ceed in the federal government. Excluding the Department of Defense, 

PPBS was never fully integrated into the decision-making process in 

federal agencies. It was adopted, but never fully implemented, because 

the crucial actors did not accept this budget reform. 

There is hope for future efforts to reform public budgeting if 

we do more than simply discuss the problems encountered by PPBS. Those 

problems should serve as lessons future reformers can profit from 

before new reforms are implemented. In particular, any new proposal 

should be aware of the importance of gaining cooperation from the two 

important groups who resisted PPBS—staff analysts and Congress. A 

new reform aimed at more rational decision-making must also recognize 

the overriding role politics has in any decision-making process. The 

reform ought to be flexible enough to allow typical compromises which 

are made in the political process without compromising the reform 

itself. 
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The history of PPBS highlights two problems discussed in 

Chapter 1 concerning implementing budget reform as a type of admin

istrative reform. First, any administrative reform must be implemented 

in accordance with a carefully defined strategy and appropriate 

tactics. The failure of PPBS was in large part due to hasty imposition 

of a reform on an entire bureaucracy without first taking steps to be 

sure of its acceptance (including time to train personnel) and to 

assure some visible signs of success early (or acceptable signs of 

future impacts). Second, as a budget reform PPBS emphasized the 

planning function, but most actors in the process were concerned with 

the control function. Those actors could be expected to resist any 

reform which de-emphasized the control function. In such cirexamstances 

the reform proposal must, at least in its early stages, focus on 

improving control. Hopefully, the next budget reform, zero-base 

budgeting, will learn from these experiences of PPBS. 

Zero-Base Budgeting 

Zero-base budgeting (ZBB) is designed to serve principally as a 

management tool, but it can also serve to control agency expenditures. 

In addition, ZBB can be integrated into a more comprehensive policy

making process that includes planning elements similar to those used in 

PPBS. Before further analyzing the management and other implications 

of ZBB, the reform itself will be described in some detail. The tech

niques used are far more complicated than commonly realized, and they 

are best understood by summarizing the limited experiences thus far 
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practiced. 

The ZBB Process 

Conceptually, zero-base budgeting entails a periodic reexami

nation of the entire budget, dollar by dollar. Rather than examining 

only incremental increases, every activity is examined from a "zero-

base." The "zero base," however, can be a relative term. In states 

such as Rhode Island and Georgia the base is literally zero, while in 

other states it is a percentage of the current budget—50 per cent in 

New Jersey, 80 per cent in Montana, and 90 per cent in Illinois (Schick 

and Keith 1976). ZBB is a flexible system, which funds decrements as 

well as increments: 

In practice, zero-base budgeting is more a form of marginal 
analysis than a requirement that the budget be built up from 
scratch each year or two. It is a device for shifting the 
bulk of budget preparation from increments above the budget 
base to decrements below the base (Schick and Keith 1976, 13). 

Much of the confusion concerning ZBB occurs at the conceptual level 

because people misconstrue the technique to demand absolute zero-base 

evaluation. 

In executing zero-base budgeting several components are used. 

The state of Texas best defines the four basic components as follows; 

1) Activity Decision Packages; 2) Activity Priority Table; 3) Program 

Decision Packages; and 4) Program Priority Table (Schick and Keith 

1976). This analysis will focus on defining decision packages, 

describing the agency ranking of packages, and describing budget 

decisions based on priority rankings. 
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The decision package is the basic component of ZBB. Activity 

decision packages are designed to describe the basics of any agency in 

some detail. Prepared by the lowest possible level of management (line 

managers) these packages focus attention on the actual activities 

pursued, not the ideals sought. Each separate package describes the 

consequences of performing the activity in a proposed level of funding. 

One could thus write several packages for the same activity. For 

example, the activity of federal regional planning could have three 

packages—one for ten regional centers with five managers each, one for 

eleven centers with five managers each, and one for eight centers with 

six managers each. Each package in ZBB contains the same basic infor-
I 

mation. Initially, the purpose of the activity must be described, then 

the consequences of not performing the activity at all. The latter 

section is the aspect of ZBB that is truly zero-base, i.e., describing 

what would happen were the activity not funded at all. Performance 

measures must also be included, which normally use quantitative data. 

Alternatives to the recommendation in the package are also included--

both "alternative methods of accomplishing the objective or performing 

the operation," and "different levels of effort of performing the 

operation" (Pyhrr 1977, 3). 

Decision packages can be a veritable wealth of information for 

subsequent use in managing agency activities. The information will 

include a verbal description of what is being done, work load measures, 

output measures, measures of resources being used, and possible impact 

measures. Assxmiing use of ZBB over time, this information can be 
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helpful in assessing the performance of any given unit within an 

agency. That is, the measures of inputs and outputs can be used as an 

efficiency ratio; and the measures of impacts can be used as indicators 

of effectiveness. 

In sum, then, two characteristics of decision packages are 

especially important to ZBB as a management tool. First, lower level 

management officials are directly involved in the process since they 

prepare the initial activity packages. Feeling themselves an important 

cog in the crucial budgetary process, lower level managers may be more 

willing to offer suggestions, and as the managers closest to the 

activities, their suggestions may be invaluable. Second, the packages 

provide detailed information about the heart of any organization's 

operations, the "meaningful elements" (Pyhrr 1977, 2). A tremendous 

volume of information is generated; "... the technique provided us 

with a massive data base" (Carter 1977, 26). 

Once packages are formulated they must be ranked by the head of 

the department and his staff. The ranking should reflect the depart

ment's priorities as to what activities, and at which levels of fund

ing, are most important to the department. Thus, the top six priori

ties may be presented as follows: 1) activity A at 80 per cent; 2) 

activity B at 80 per cent; 3) activity C at 80 per cent; 4) activity 

A at 100 per cent; 5) activity A at 125 per cent; and 6) activity B at 

100 per cent. This hypothetical list of priorities emphasizes the 

importance of activity A to this fictitious department; increased 

funding of that activity is more important than current level funding 
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of activity C. This is representative of the type of managerial 

decision-making that ZBB is theoretically designed to produce. 

An array of decision package rankings encompassing all of the 

activities of a given agency enables that agency's top managers, and 

general management, to make incremental funding decisions based upon 

rational calculations. That is, the process of ranking activities is 

at least an implicitly rational one—determining which activities are 

most critical for achieving an agency's general mission. Final funding 

decisions can be incremental by engaging in a three step process to set 

final budget. First, a total expenditure figure can be set by esti

mating revenues. Second, a "cut-off" line can be found on a cumulative 

listing of the ranked decision packages. Third, the packages ranked 

just above and just below that line can be reexamined with any appro

priate reconsideration of their rankings (in view of how close they are 

to being funded or not funded) undertaken before the final decision. 

Through this process the final decision remains incremental (small 

percentage difference from last year's allocation), but the process 

used to reach that decision is more rational. 

This process of "rational incrementalism" is also evident in 

the manner in which decision packages are prepared—multi-level 

packages for any given unit. That is, one package for any given 

activity will be a minimvmi level of funding, and other packages will 

display the additional services delivered with the expenditure of 

additional funds. 
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Labelling the packages as incremental levels and the s\im of 

packages as a unit, Peter Pyhrr provides this description: 

A decision package is defined as one incremental level in a 
decision unit. There may be several decision packages for 
each decision unit. It is these incremental levels that get 
ranked. By identifying a minimum level of effort plus addi
tional increments as separate decision packages, each manager 
thus presents several alternatives for top management decision 
making (Pyhrr 1977, 3). 

The alternatives Pyhrr describes are elimination, reduced level, cur

rent level, and increased level. Some governments may specify those 

levels for managers to rank in some order. New Jersey, for example, 

demands packages at these levels of current funding—0 per cent, 50 per 

cent, 75 per cent, 100 per cent, 125 per cent, and above 125 per cent 

(Schiering 1976). Others may limit the amount of funding recommended 

in the first priority, as the state of Arkansas does by saying the 

first priority cannot exceed 101 per cent of the current level (Schick 

and Keith 1976). 

Regardless of the scheme chosen for determining priorities, 

ZBB is forcing all levels of management to make critical decisions con

cerning their activities: "Zero-base budgeting achieves one more 

important action: it forces planning into levels of government where 

planning may never have existed. It forces all levels of government to 

find better ways of accomplishing their missions" (Carter 1976, 4). 

These critical decisions, if actually made, will assist government 

decision-makers in finding the necessary cost savings to enable con

tinued provisions of services despite limited resources. 
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Since ZBB generates a considerable amount of information in the 

form of numerous decision packages, it can potentially produce much 

more information than can be reasonably used. Therefore, consolidation 

of the paperwork is most appropriate. As decision packages and priori

ties filter up through the organization they are consolidated and 

re-ranked. Activity decision packages are ranked and then consolidated 

by higher management into program decision packages which are in turn 

ranked for display in budget requests. Since at each successively 

higher level of management (there may be several in complex organiza

tions) several ranked sets of packages are being considered from 

several lower levels, time is conserved by dealing directly with only 

those packages which are marginal. Of course, higher management ought 

not ass\raie all packages above a certain ranking should be automatically 

approved. Instead, there ought to be a random check on those packages 

to assure the validity of the ranking process. 

Just as managers can utilize the ranking process by focusing 

attention on marginal packages, so can legislators focus attention on 

marginal packages in budgeting decisions. Specifically, a cut-off line 

can be drawn through the final table of ranked packages representing 

the budget ceiling for that fiscal year: 

To decide at what point added costs outweigh' the benefits from 
increased service levels, a 'cut-off line can be drawn on the 
ranking table representing the amount of money available for 
the budget year. Higher priority packages above the line can 
be funded and lower priority items below the line can be 
rejected (Leininger 1976, 70). 
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Once again, packages above the line should be reviewed to check for 

validity of rankings, as was done at Texas Instrioments: 

Packages above the cutoff line were, and indeed should be, 
briefly reviewed at each successive level to give management 
a feel for the entire operation, and to allow top management 
to verify to its own satisfaction the relative importance of 
the packages above the cutoff line versus the ones below it 
—that is, the ones being studied in detail and ranked 
(Pyhrr 1970, 118). 

Budget ceilings are thus much more meaningful and incremental decisions 

around those ceilings are made based on packages reflecting activities, 

not simply dollar amounts. 

The process of zero-base budgeting thus far described reflects 

a bottom-up approach to budgeting, as opposed to the top-down PPBS 

approach. This bottom-up system of budgeting may not always accurately 

reflect the program goals of the actors at the top. That is, there are 

no procedures of communication inherent in ZBB that impose the goals of 

legislative decision-makers on administrative budget analysts as they 

prepare the initial decision packages. 

Implied goals do, of course, exist and are often evident in the 

opening comments in agency decision packages. To institutionalize a 

goal-oriented approach to budgeting, however, would require making ZBB 

one step in a more comprehensive system of decision-making. In such a 

system, an early step is long range planning—which can be linked in 

later steps to short term objectives and finally to the fiscal year 

budget. Planning in this system is not part of the budgetary process; 

it is rather a separate exercise preceding budgeting. ZBB can easily 

fit in as one step in a decision-making system. Peter Pyhrr has 
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described four aspects of a system using ZBB as one aspect: 1) Plan

ning, 2) ZBB detailed evaluation, 3) Evaluation of budget against plan 

(a trade off between goals and costs), and 4) Budget and Operating Plan 

(Pyhrr 1973). 

Possible Uses of ZBB 

Zero-base budgeting can be a useful tool in assisting those who 

use it in accomplishing their managerial tasks. Low-level (line) 

managers are compelled by ZBB forms to examine thoroughly just what it 

is they do. They may very well discover better means of accomplishing 

their objectives, which will help the agency and their own personal 

advancement. Furthermore, developing and recording measures of per

formance will help these line managers better evaluate the ongoing per

formance of the personnel over whom they exercise direct control. 

Middle managers, those with responsibility for several activi

ties within a given agency, benefit in two ways. First, they are pro

vided with valuable information concerning the manner in which 

activities are being performed. Lower level managers should provide 

thorough and knowledgeable evaluations of alternative activities and 

communicate those evaluations to middle management. Second, by ranking 

all the decision packages within their jurisdiction, middle managers 

gain a better understanding of which activities are really important, 

and they will be able to respond more knowledgeably to any pressures 

for the elimination of activities. 

Top managers (agency heads) receive the same benefits as middle 

managers—the obvious difference being the nvraiber of activities and 
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bility for preparing the entire budget can benefit from ZBB in two 

principal ways. First, the ranking process can help them determine 

what activities should not be funded in times of limited resources. 

Second, the volume of information provided in decision packages can be 

useful in evaluating agency activities. 

Zero-base budgeting may aid decision-makers in evaluating 

government activities, ordering priorities, and funding less expensive 

methods of operation (the latter is accomplished by "forcing" agencies 

to seek alternative operations). Four elements of ZBB are especially 

useful to decision-makers: detailed information in decision packages; 

alternative levels of effort and expenditure; alternative means of 

performing the same function; and departmental ranking of packages. 

Finally, elected officials have the opportunity to rank all the 

packages, in order to determine overall government priorities. 

ZBB Accomplishments 

Zero-base budgeting changes the budgeting process by utilizing 

a rational decision-making model. Decision packages describe the goals 

or purposes of the activity presented, the present means of achieving 

those goals, and alternatives which also meet the goals. A recommenda

tion as to how to perform the activity in the next fiscal year is made 

in the form of a budget request. All of this information is presented 

in this form to decision-makers, who are then given the opportunity to 

make a rational decision (based on that information). 
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Conceptually, zero-base budgeting satisfies all five conditions 

for providing useful information (discussed in Chapter 1). First, the 

information provides positive utility to decision-makers because it 

will highlight possible expenditure reductions. In describing the 

consequences of not performing the function, each decision package pro

vides the information decision-makers need to assess the liabilities of 

cutting expenditures. Second, the information describes activities and 

alternatives for the upcoming fiscal year, and not long range inten

tions. Third, the information is presented at an appropriate time— 

during the budgetary process when priorities are discussed and funded. 

Fourth, the information is presented as activity descriptions, not 

indecipherable tables or endless rows of numbers. Finally, the infor

mation follows from goals or purposes which are consistent with current 

policies in government. Thus, zero-base budgeting, in theory, provides 

useful information to decision-makers. But the question remains: Does 

zero-base budgeting in practice realize its potential to influence 

policy? 

The practical success of ZBB depends primarily upon actions of 

administrators and decision-makers. The administrators must understand 

the method and comply with its intent; the decision-makers must accept 

the reform and understand its uses; and the decision-makers must use 

ZBB in the manner described above in order for the reform to influence 

substantively public policy. 



49 

Actual Uses of ZBB 

Zero-base budgeting has been introduced in various governmental 

units in the United States, and in all three levels of government 

(national, state, local). Early appraisals of ZBB are mildly positive, 

discussing the successful implementation of the reform, but also decry

ing its very minimal impact on policy decisions. 

The national government easily and quickly installed ZBB in the 

executive budget (Congress is not yet directly involved) through presi

dential instructions to agency heads on February 14, 1977 '"to develop 

a zero-base system within your agency in accordance with instructions 

to be issued by the Office of Management and Budget'" (Haider 1977, 

401). The president's instructions were followed by more specific 

instructions from the Office of Management and Budget (OMB) on April 

9, 1977. Subsequently, President Carter made clear his commitment to 

ZBB by meeting with agency budget examiners and cabinet officers. 

Strong cooperation between OMB budget examiners and agency budgeters 

helped in developing appropriate A-11 instructions for preparing the 

president's Fiscal Year 1979 budget. In siam, ZBB was implemented with 

very little public fanfare and with systematic attention to the needs 

of those in the process: "The introductory stages of zero-base budget

ing. have been relatively smooth ... step-by-step programs has been 

achieved through a strong working relationship between OMB careerists 

and their agency counterparts" (Haider 1977, 402). This view of the 

success of implementation is a positive one—emphasizing the 
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cooperative spirit of the actors involved and the resulting use of the 

new technique. 

A more negative, or at least more cynical, view of the ease of 

implementation of ZBB in the national government is to regard the new 

technique as no change from previous practices: "ZBB could be speedily 

installed because it did not really change the rules by which budgetary 

decisions are made" (Schick 1978b, 178). ZBB did not affect the 

cornerstones of budgetary techniques: "It certainly did not alter the 

two things that matter most in budgetary technique: the data used for 

making program and financial decisions and the form in which data are 

classified" (Schick 1978b, 178). ZBB may be easy to implement, but 

ease of implementation may result in sacrifice of any real impact—the 

dilemma posed in Chapter 1 for administrative reform. 

Escaping that dilemma is not assumed to be a simple task—but 

neither is it an impossible undertaking. ZBB certainly has the 

potential, as discussed earlier, of making substantive changes. To 

sound a death knell less than one year after implementation is at least 

premature and perhaps unfounded. Even in his more negative discussion 

of ZBB, Allen Schick admits that it does benefit management: "Evidence 

from state and local ZBB experiences suggests that the managerial sys

tem does generate expenditure shifts within budgets ... ZBB can 

facilitate the search for more efficient operational methods ..." 

(Schick 1978b, 179). Schick's disappointment with ZBB stems from what 

the technique inherently lacks, not from failures in its use. That is, 
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Schick favors using the budget for program (planning) purposes—whereas 

ZBB is a management tool. 

Donald Haider viewed the promise of ZBB in the national govern

ment as a management tool: "Zero-base budgeting, federal style, is to 

be a management process that provides for systematic consideration of 

all agency programs and activities ..." (Haider 1977, 402). Infor

mation concerning possible cost reductions and benefits to be gained 

from additional or alternative spending plans is provided by ZBB—a 

managerial benefit in searching for better means of providing services. 

The early assessments of ZBB in the national government just 

discussed concern themselves with general statements about the promise 

of the reform—and some specific information about the process of ZBB 

and how it was implemented. The early impact of ZBB has been a pro

cedural one, which is not to minimize the importance of the reform. 

The first year of using ZBB did not make dramatic differences in 

federal government operations, other than increasing the amount of 

required paperwork: "While claiming 'subtle' budget improvements 

resulting from ZBB, the White House acknowledged that its major first-

year impact has been to increase the paperwork load for federal 

managers" (Dempsey 1979, 78). The "subtle" changes in procedure may 

very well have long-term meaning for the federal budgeting system: 

" . . . the importance of procedural reforms should not be discounted. 

It is not unreasonable to hope that more rational budgeting processes 

will, in the long run, lead to more sensible budget decisions" (Dempsey 

1979, 76). Thus, the real impact of ZBB in the federal budget has been 
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to create the potential for beneficial future use by becoming the 

established procedure of drafting the executive budget. Those future 

benefits can include involving line managers in budget decisions, 

establishing program priorities, and generating quantitative assess

ments of the consequences of alternative means of performing functions 

and of alternative levels of funding (Dempsey 1979). 

Local Government Use. One major description of ZBB in local 

government sees this new technique as a way of linking budgeting and 

program evaluation (Wholey 1978). In proposing the best of all pos

sible worlds, Wholey believes he demonstrates; 

. . .  h o w  z e r o - b a s e  b u d g e t i n g  a n d  p r o g r a m  e v a l u a t i o n  c a n  b e  
implemented in ways that efficiently surface important policy 
issues, bring existing, easily obtainable information to bear 
on policy decisions, promote fruitful dialogue among policy
makers and agency managers, improve policymakers' control 
over the programs and staff activities for which they are 
responsible, and promote decisions that improve government 
services and reduce unnecessary costs (Wholey 1978, 2-3). 

If ZBB could accomplish everything Wholey claims, the rush to use this 

technique would never end. 

To accomplish the purposes of ZBB as claimed, Wholey developed 

a "simplified" ZBB which was subsequently used by the government of 

Arlington County, Virginia. Two characteristics contribute to the 

attractiveness of this simplified approach. First, managerial attention 

is focused upon the lowest priority activities and functions. That is, 

organizational units identify those activities they would sacrifice if 

a specified budget cut (10 or 15 per cent) were imposed upon them. 

Second, a face-to-face dialogue is possible between policy-makers and 
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from the analysis implicit in the first characteristic. While setting 

out ZBB in this manner may seem original, it is really explicitly 

stating what would, in any event, implicitly be done. The first char

acteristic is actually recognizing the incremental nature of public 

budgeting. Even when the concern is budget reductions, only decrements 

will be examined—not the entire budget from a zero-base. The second 

characteristic recognizes the dialogue that would normally take place 

between policy-makers and managers during agency budget hearings. 

The difference this "simplified" ZBB may make lies not in any 

procedural advantages, but rather in whatever new and better analysis 

ZBB may bring to the process. Recognizing this, Wholey does proclaim 

advantages from ZBB in providing information: "Policymakers gained 

real insight into the implications of policy and budget decisions, 

since sufficient program performance information was available for 

most decisions" (Wholey 1978, 24). The real evidence of the use of 

this information is in specific program savings: 

Information on program performance was available and was 
used, for example, in the board's decisions to terminate an 
ineffective police foot patrol experiment; to maintain effec
tive robbery prevention and police take-home patrol car pro
grams; and to reduce inspections department staff, branch 
library hours, and institutional foster care services (Wholey 
1978, 24). 

Wholey did find quantifiable changes in the decisions made before and 

after ZBB, but are the changes really the direct result of ZBB? The 

key information used by decision-makers was "information of program 

performance." This type of information is not unique to ZBB; it is 
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performance budgeting. Wholey's direct evidence, then, supports the 

use of ZBB as a tool for centralizing already existing program perfor

mance information into the budgetary process. 

In s\im, the use of ZBB in Arlington County, following Wholey's 

strategy, resulted in no clear-cut original contributions to rational 

decision-making. Wholey offered no evidence of the analytical priority 

ranking of decisions that ZBB is intended to generate. More attention 

has been given to ranking in Garland, Texas; "The manager must deter

mine relative priority of decision packages from all the decision units 

suggested by his sub-departmental personnel. This allows him to 

identify his priorities and explicitly indicate trade-offs among 

decision packages for ongoing programs as well as new programs" 

(Leininger 1976, 70). By using what the author labels a "cut-off" 

line, policy-makers can use the array of rankings presented to them to 

determine which activities are to be funded. Those above the line are 

included in the budget; those below are not. Thus, the ranking process 

of ZBB has a real purpose. 

Other local governments are using ZBB; this research is a study 

of one such use. In reporting the findings of research in Pima County, 

Arizona, a report of the use of ZBB in Wilmington, Delaware (Singleton, 

Smith, and Cleaveland 1977) will be incorporated. 

ZBB in the States. Also to be incorporated with the findings 

of this research are reports of the use of ZBB in the states of Georgia 

(Minmier 1975) and Texas (Hogan 1975). Nine other states have also 
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lized. 

Zero-base budgeting can be part of a large management system 

which uses elements of planning as well as the management contributions 

of ZBB. In four states, ZBB is fused into a program budgeting system, 

with statements of long-range goals preceding the work on specific 

decision packages. In several states, ZBB is superimposed on the 

existing budget technique; "Zero base budgeting can coexist with pro

gram categories, standard organization classification, line-item 

detail, or any other budget format" (Schick and Keith 1976, 24). In 

Idaho, for example, ZBB is part of a program budgeting system with 

long-range goals: "The program goal(s) is the long-range result or 

accomplishment desired from this program" (Idaho Division of Budget, 

Policy, Planning and Coordination 1976, 4). 

States that integrate ZBB into a large system have an excellent 

opportunity to use ZBB as the program evaluation tool Wholey suggested. 

Decision packages can be used to examine alternative plans of action to 

achieve program goals, analyzing the efficiency and effectiveness of 

each alternative. Such is the system, for example, in Idaho. 

When decision packages are used by the states as a means of 

determining the effects of different levels of funding, those levels 

must be set by the policy-makers. While some states do start at zero 

in setting levels of funding to be analyzed (New Jersey), most begin 

with a considerably higher level. Illinois and Arkansas, for example, 

both use 90 per cent of current spending as the base level for 
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analysis. States have been flexible, then, in setting the base level 

for analysis in decision packages. 

A final comment about the use of ZBB by state governments con

cerns the involvement of policy-makers. In these governments which 

include both executive and legislative branches, the most successful 

uses of ZBB (in terms of longevity and in terms of benefits claimed by 

the participants) have been those that received the active support of 

both branches. In states like New Jersey where ZBB has been success

ful, special efforts were made in implementing the reform to involve 

all the important policy-makers. 

Summary of ZBB Use 

Zero-base budgeting is gaining widespread adoption in all three 

levels of government. Since the reform is still new to public budget

ing, the literature does not yet offer conclusive proof as to its 

empirical effect on budgetary decision-making. We have learned some 

early lessons, though, concerning the adaptability of ZBB, the appro

priateness of the analysis contained in decision packages, and the 

critical role of policy-makers in using ZBB, 

ZBB has proven to be adaptable to a variety of budgetary 

processes. From the magnitude of the national executive budget to the 

comparatively small amounts of funds allocated by Garland, Texas, ZBB 

analysis has contributed new information to decision-making. ZBB has 

been capable of following program budgeting, line item budgeting, and 

performance budgeting—in some states coexisting with one or more of 

these earlier budget formats. 
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claimed as useful by many of the actors involved, for a variety of 

reasons. National officials (OMB) have claimed a general advantage 

from using ZBB, helping them better analyze activities. In local 

government, Arlington County data reveal gains in efficiency and effec

tiveness—using ZBB as an evaluation tool. In Garland the ranking 

process of ZBB was useful to a government in heed of a rational tool 

for determining what programs to cut. In state goverments, ZBB has 

been useful for general analysis, for cutting expenses in a rational 

manner (New Jersey), for reorganizing government agencies (Georgia), 

and for analyzing alternatives to achieve program goals (Idaho). In 

sum, ZBB can be many things for many people. 

The people using ZBB, then, are key determinants of its success 

or lack thereof in government. In all the examples of multi-year use 

of ZBB that seemed to succeed (at least minimally), policy-makers were 

involved in the process even before the first ZBB docvmient was pre

sented to them. They were educated as to the workings of the new 

format and its possible uses. As the budgeting process unfolded, 

policy-makers, or at least their interests, were not kept out. In 

short, the knowledgeable involvement of policy-makers seems to be 

recognized as important to the continuation of ZBB. 

Conclusions 

The history of budget reform from performance budgeting through 

zero-base budgeting reveals some common characteristics of budget 

reform and also illustrates the difficulties in successfully 
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tribute a different type of analysis to the budgetary process—a 

holistic approach to reform would include elements of all three tech

niques. Any approach to budget reform, though, must win the support of 

policy-makers, a reality which may require some modification of the 

ideal administrative approach. 

All three budget reforms discussed attempt to introduce a 

greater degree of rationality into the decision-making process. That 

is, they all introduce a new calculus of decisions which substitutes 

objective measures for subjective instincts. In doing so, the reforms 

rely on new information as the integrating force to change the system. 

The information may be quantified ratios (in performance budgeting), or 

statements of goals linked to long-range plans (PPBS), or comprehensive 

analysis of all government activities (ZBB). The format in which the 

information is presented also varies—purpose accounts in performance 

budgeting, program statements and issue papers in PPBS, and decision 

packages in ZBB. In all three the principal goal of using the new 

information is to come to rely on quantitative rationale for the 

budgetary decisions made. 

Meaningful use of the reforms requires acceptance by those 

expected to use the techniques. In the case of PPBS in the national 

government, such acceptance was not forthcoming. In the case of per

formance budgeting, compliance by employees is required—a laudable, 

but hardly achievable, goal. In the case of ZBB, all levels of manage

ment are expected to devote time to developing decision packages and 
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rankings. In all three cases, the officials involved must be partici

pants in the entire process of implementing the reform. Much care must 

be given, and is being given now, to educating all public officials as 

to the benefits of the reform (benefits in terms of their own interests) 

before the reform is initiated. 

The uses of reform vary on the control-management-planning 

dimension discussed in Chapter 1. Performance budgeting is both a con

trol and a management tool—control in terms of knowing for what 

purpose dollars are allocated, and management in terms of offering 

measures of efficiency. PPBS is definitely a planning tool, and ZBB is 

definitely a management tool (with some control capabilities). As evi

denced in the activities of several state governments, it is possible 

to combine elements of each, and achieve a balance in our budgeting of 

the three functions. However, since only one function at a time 

dominates in the demands of public officials, we are best advised to 

utilize the budget technique best suited to meet those demands. This 

latter suggestion may well preclude the use of ZBB in governments that 

lack any one of the following; 1) a management orientation in budget

ing (which assumes adequate control of allocations); 2) a sufficient 

data base; or 3) adequately trained analysts and managers. 

The necessity to involve policy-makers by demonstrating the 

gains of reform to them is the major lesson learned in reviewing the 

history of the three major budget reforms. We expect that the role of 

policy-makers will be critical also in the cases examined in this 

research. The primary case to be examined is the performance of ZBB 
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in Pima County, Arizona. The most obvious means of assessing that per

formance is to examine expenditures before and after adopting the 

reform, the subject of the next chapter. 



CHAPTER 3 

QUANTITATIVE RESULTS OF USING ZERO-BASE 
BUDGETING IN PIMA COUNTY 

Aggregate expenditures are a source of data that can indicate 

changes in government priorities and changes in fiscal policy. The 

former is revealed when the shares of the total budget each agency 

receives change from one year to the next, or over a number of years. 

The latter is revealed when the pattern of increase in total aggregate 

expenditures changes from year to year (the rate of increase either 

rises or falls dramatically). Statistical analysis of aggregate 

expenditures, then, can at least suggest an impact, or lack thereof, 

from a reform such as zero-base budgeting. By using aggregate expendi

ture data from the three years of ZBB in Pima County in combination 

with aggregate expenditure data from a number of control years, we can 

test the assumption that the use of ZBB resulted in a change in budget

ing practices, . 

The procedure for testing the effect of ZBB introduced above, 

along with other techniques, will be applied to the Pima County, 

Arizona experience. ZBB was used in Pima County for three fiscal years 

(FY 1976, FY 1977, and FY 1978) before being abandoned by action of the 

Board of Supervisors. This research will investigate the years of ZBB 

with the twin goals of discovering any changes ZBB brought to Pima 

County budgeting and detailing any difficulties in implementing the 

reform. This chapter will focus exclusively on the former concern, and 

61 
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Chapter 4 will focus on both concerns. The findings of Chapter 4 will 

include three other case studies in an effort to increase the general-

izability of this research. 

The methods employed in this chapter rely on the budget docu

ment as the source of data. The summary reports for the fiscal years 

in which ZBB was used, as well as for the previous three years, provide 

the essential data—total general fund expenditures and total expendi

tures for each major department. That data are used to execute the 

calculations reported below. 

The environment in which the budgets were written is one of a 

growing southeastern Arizona County. Pima County, with a current 

population of approximately 500,000 (nearly all of whom reside in the 

eastern half of the county), encompasses one major city—Tucson. The 

county is in a sunbelt state and is blessed with natural attractions 

such as the most sunshine of any U. S. city, and the beauty of the 

desert surrounded by mountain ranges. Therefore, the metropolitan area 

has attracted many newcomers and has been experiencing rapid growth in 

recent years. That growth rate is not likely to slacken, with recent 

decisions by IBM and Semiconductor to locate major facilities in Pima 

County being indications of future growth. 

Politics in the valley is dominated by two governments—Pima 

County and the city of Tucson. The typical central city-suburban rift 

of older metropolitan areas is a city-county rift in Pima County. 

Therefore, the Pima County Board of Supervisors is a highly visible 

group of politicians acutely aware of pressures from constituents. 



Those pressures come from two polar directions. First, because the 

county is growing rapidly and much of the growth occurs outside of the 

boundaries of the city of Tucson, county government is expected to 

extend urban services to the new developments. Second, county govern

ment is expected to hold the line on any tax increases, especially 

since the principal source of county tax revenue is the property tax. 

These two polar "pulls" on the county's activities create a perceivable 

tension in county budgeting. 

Also creating a tension in county budgeting is the nature of 

county government. Specifically, the heads of several major depart

ments are elected officials—the Sheriff, the County Attorney, the 

Assessor, the Treasurer, the Superior Court Justices, and the Clerk of 

the Court. In this situation the pressure to expand services impacts 

most directly on the elected department head, and the pressure to 

minimize taxes impacts most directly on the County Supervisors. 

Zero-base budgeting, then, received a meaningful test in Pima 

County, Arizona. This particular county government is an important 

political unit providing urban services in a growing metropolitan area. 

The total general fund budget of over $39 million for FY 1979 (this is 

less than one-third of the total budget) was negotiated under the 

pressures of expanding services and resistance to property tax 

increases. The remaining two-thirds of the total budget includes debt 

obligation, a hospital budget, and other state-mandated expenses. 

Three years of ZBB (combined with three control years from 

previous budgets) includes sufficient, though not numerous data points. 
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permitting at least heuristic quantitative analysis. While more data 

points would be preferable, an "exploratory" analysis is feasible with

in the constraints of a three-year time period. That is, quantitative 

techniques can be used to provide some indications, though not stead

fast conclusions, concerning the benefits of ZBB. Furthermore, using 

those techniques with limited data sets—research concerning budget 

reforms would surely benefit from more frequent use of statistical 

techniques. The original data (budgeted expenditures) used for this 

analysis are displayed in Appendix A. 

Two analytical techniques will be used—time series analysis of 

actual expenditures, and rank order correlation of departmental allo

cations. The first technique will doc\iment any change in spending 

patterns subsequent to adopting zero-base budgeting. That is, if 

expenditures were significantly reduced (or increased) after Pima 

County began using ZBB, the regression equation, which assumes previous 

expenditures are the major determinants of current expenditures, will 

2 not explain the variance (we would expect a low r ). 

The second technique will indicate if there has been a signifi

cant change in interdepartmental priorities since the adoption of ZBB. 

If the priorities of county government have changed (as reflected in 

each department's share of the total budget) due to detailed analysis 

in ZBB decision packages, the rank order correlation, which assimies no 

change in priorities, will be minimal. This technique will measure 

indirectly any radical changes in a single department's appropriations, 

because such changes would alter the interdepartmental rankings. Also 
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measured indirectly are changes in a department's percentage share of 

the total budget, which would cause a change in the department's rank

ing. These percentage changes are only measured indirectly, because 

they are not the focus of the investigation. Those changes are only 

antecedents to the changes that matter most—interdepartmental rank

ings of priorities. The latter is measured most directly by using the 

correlation technique. 

The two techniques used in this chapter are especially suitable 

for assessing the impact of budget reform. Two of the most critical 

questions are at least in part answered—how much difference the reform 

makes in actual expenditure patterns, and how much effect the reform 

has on the priorities of government. While the statistical techniques 

can be only suggestive, they ought nonetheless be part of a thorough 

analysis of any budget reform. 

Time Series Findings 

One of the most effective means of measuring the effect of a 

given reform of the budgetary process is to compare the pattern of 

expenditures before and after adoption of the reform. That is, two 

time periods ought to be compared—the three years of ZBB and a number 

of years prior to ZBB. The time series regression technique, as 

described by Ostrom (1978), enables such a comparison by applying a 

regression equation in which the independent variable is the previous 

year's budget. Applying time series equations to aggregate expenditure 

data has been done to document incrementalism in public budgeting 

(Rattinger 1975). The strategy in this research is to use the 
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technique to detect any non-incremental changes subsequent to the 

adoption of ZBB, 

Regression techniques were used to analyze the patterns of 

spending before and after the use of ZBB. Therefore, two periods were 

selected—the three years of ZBB and the three preceding years. 

Specifically, the fiscal years included in the analysis are 1973-78, 

and 1972 (representing ^ for the first fiscal year). The pre-ZBB 

years included are minimal, but this restriction is necessary due to a 

distinct change in Pima County government in 1972. In that year, the 

Board of Supervisors was expanded from three members to five members, 

and the new district boundaries created an urban-oriented Board where 

before the orientation was distinctly rural. The Board of Supervisors 

elected in 1972 was, in effect, a "new" board with four of the five 

supervisors victorious that year beginning their first terms as county 

supervisors. A change in the politics of Pima County government had 

occurred, and the newly elected supervisors were anxious to assert 

their own control over the activities of county government and thereby 

demonstrate to their constituents an ability to control expenditures. 

This change represented a more drastic change in county manage

ment, ending a period of what could be labelled management by amateurs 

and beginning a trend toward management by professionals. The admin

istrative structure of Pima County government was changed by establish

ing the County Manager's Office (and eliminating the position of the 

Board's Administrative Assistant). Further, the personnel practices of 

county government were "modernized" by establishing civil service 
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procedures. Finally, through the newly created County Manager's 

Office, and in combination with the activities of the Finance Depart

ment, more management studies were conducted with the hopes of improv

ing agency operations. These changes in management practices in 1972 

were an indication of a new emphasis in Pima County government; a 

demand for more sophisticated approaches to analyzing the activities of 

county government agencies. 

By selecting one six-year period and dividing it into "before" 

(pre-ZBB) and "after" (the ZBB years) periods of only three years each, 

our findings can only be heuristic in nature (a larger sample is needed 

for more reliable findings). Nevertheless, a finding which reveals two 

distinct spending patterns would be an important discovery, suggesting 

some impact from the use of ZBB. To investigate the two patterns, this 

research employs the regression technique for analyzing lagged endoge

nous variables (Ostrom 1978). This technique enables us to regress the 

expenditures of one year (Y) versus the previous years in the sample 

(Y^ ̂ ). The regression equation (Y - a - bY^ j^) , most importantly, 

will include a coefficient indicating the rate of change (b), which 

will enable comparing before and after patterns of spending. That is, 

if ZBB results in greater control of expenditures as well as better 

management (with more efficiencies) we should expect smaller increases 

(or perhaps even decreases) in expenditures in the ZBB time period. 

Thus, the b coefficients for equations in the second period ought to be 

less than the coefficients for the earlier period. 
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Four pairs (before and after) of equations were calculated and 

are reported here. One of those pairs reports the patterns found in 

the "General Fund" portion of the county budget—that portion which 

affects most directly the property tax rate and which includes the 

operating budgets of the 23 major departments in Pima County govern

ment. In addition to this pair of equations, calculations were com

pleted using three of the largest (in percentage of total expenditures) 

departments in the budget—the Sheriff's Department, the County 

Attorney's Office, and the Juvenile Courts. Including selected depart

mental budgets will serve to verify the more general pattern—a con

sistent finding across all four pairs of equations would certainly 

inspire more confidence in the findings. 

The findings are consistent—and in the expected direction. In 

each of the four pairs the b coefficients for the second time period 

are less than those of the first half. The difference is most dramatic 

in the general fund budget, where b in the first period was 1.14, and 

in the second period was .11. The rate of increase in this budget 

slowed considerably, as it did for two of the three departments. 

Before and after b's for the County Attorney's Office were .79 and .39; 

for the Juvenile Court they were .95 and .15. The difference in the 

Sheriff's Department b's is the least dramatic, but nonetheless in the 

expected direction—from .73 to .62. In all four tests of the null 

hypothesis (that there would be no difference), the null hypothesis is 

rejected. We can therefore suggest that ZBB did make a difference in 

spending patterns. 
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Our suggestion receives further support by examining the per

centage increases from one year to the next for each of the four 

budgets during the six year period (displayed in Table 1). In each of 

the four budgets the pattern of large increases from one fiscal year to 

the next crests in the change from FY 1975 to FY 1976 (the first use of 

ZBB). The percentage increases in the second and third years of ZBB 

are considerably lower, with even a 15.7 per cent decrease in the 

Juvenile Court budget in the last year (FY 1978). For some reason, 

then, budget increases were restrained in the second and third years 

of ZBB. While a causal relationship cannot be established, the data in 

Table 1, combined with the b coefficients reported above, do suggest 

that some expected effects resulted from the use of ZBB in Pima County. 

On the other hand, the pressure on the county supervisors to limit tax 

increases in those years may have been the principal factor in limiting 

budget increases, regardless of the format used. 

While the results of the percentage changes and the coefficient 

of rate of change show some impact of ZBB, the strength of the regres

sion equations demonstrate the incrementalism of budgeting in Pima 

2 County. In all four pairs of equations, as shown in Table 2, r is 

greater than .9. Furthermore, four additional regression equations 

2 
done with all six time periods for each budget also yielded r values 

greater than .9. While these high values are in part due to small 

sample size, the probabilities (also reported in Table 2) of finding 

these values are small—most are less than .05. Therefore, we can say 

with considerable confidence that budgeting in Pima County is 



70 

Table 1. Annual Percentage Increases in Selected Pima County Budgets 
in Fiscal Years 1972 through 1977. 

Fiscal Years 

General 
Fund 

Increase 

Sheriff 
Dept. 
Increase 

County 
Attorney 
Increase 

Juvenile 
Court 
Increase 

1972 to 1973 

1973 to 1974 

1974 to 1975 

1975 to 1976 

1976 to 1977 

1977 to 1978 

16.0% 

29.6 

17.5 

24.6 

5.2 

3.8 

44.0% 

21.0 

13.6 

30.8 

8.6 

11.7 

73.7% 

34.7 

19.2 

45.4 

7.5 

9.2 

27.8% 

40.0 

16.1 

23.0 

34.9 

-15.7 
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Table 2. Regression Coefficients and Probabilities of Obtaining Them 
for First Time Period before ZBB, Fiscal Years 1973 through 
1975, and for Second Time Period after ZBB, Fiscal Years 
1976 through 1978 

2 
Budget r Probability 

General Fund, 
first time period .998 .025 

General Fund, 
second time period .989 .05 

County Attorney, 
first time period .985 .05 

County Attorney, 
second time period .985 .05 

Juvenile Court, 
first time period .989 .05 

Juvenile Court, 
second time period .954 .025 

Sheriff, 
first time period .994 .025 

Sheriff, 
second time period .994 .025 



consistent with the incremental model. The predictions of one year's 

budget based upon previous years' allocations are nearly perfect. 

However, the statistics that support the strength of the incre

mental model disguise the effect of ZBB on the direction of change 

during the six time periods studied. The statistics reported earlier 

demonstrated that while the before and after differences in the rate of 

change remained incremental, there was nevertheless an important dif

ference in the amount of each year's increase. Thus, ZBB can have 

effects on both the control function (limiting expenditures) and the 

management function (changing the manner in which the funds are allo

cated) without affecting the general incremental pattern of public 

budgeting. 

Rank Order Findings 

In an effort to discover any major gains in managing through 

the budgetary process as a result of adopting ZBB, the rankings of the 

departmental budgets will be examined to detect any significant changes 

during the three year use of the reform. If rankings did change, the 

measure of correlation (Spearman's Rank Order Correlation) should be 

low~a high correlation would confirm the null hypothesis that there 

was no significant change. 

A high correlation would be evidence of a more substantive 

dimension of incrementalism. High regression coefficients reveal a 

numerical incrementalism—a pattern of general allocations being 

restricted variations. Within those restrictions, however, major real

location of the total funds may take place without changing the 
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incremental pattern detected in regression coefficients. Use of the 

rank order correlations, on the other hand, will detect any significant 

interdepartmental changes in allocation patterns. 

Based on finding a high rank order correlation (.978) in com

paring the first and last years of ZBB (as well as small percentage 

changes in appropriations), Tom Lauth has concluded that budgeting in 

the state of Georgia remained incremental: "In short, incremental 

budgeting continues amid the procedures of zero-base budgeting because 

it serves participants well as a useful decision premise when operating 

within a political environment" (Lauth 1978, 427). While the rank 

order technique would have revealed major priority shifts in aggregate 

expenditures, Lauth does concede its major failing: "... aggregate 

data analysis has been unable to reveal subtle shifts" (Lauth 1978, 

428). 

Thus, the following analysis will not attempt to discuss intra-

departmental changes as a result of ZBB—that subject will be addressed 

in Chapter 4. Aggregate analysis of interdepartmental changes will be 

accomplished by reporting the Spearman's Rank Order Correlation for 

several pairs of years. The first pair of years compares department 

rankings in the year immediately preceding ZBB (FY 1975) with the last 

year of ZBB (FY 1978). The very high correlation of .939 (p = .005) 

for this comparison indicates that three years of ZBB had no signifi

cant cumulative impact. That is, the interdepartmental spending pat

tern remained very nearly the same. Table 3 displays the departmental 

rankings for each of four fiscal years (1975-78), and two changes of 
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Table 3. Departmental Rankings in Budgets of Fiscal Years 1975 
through 1978 

FY 78 FY 77 FY 76 FY 75 
Department Rank Rank Rank Rank 

Sheriff 1 1 1 1 

Superior Courts 2 2 2 2 

County Attorney 3 4 3 4 

Juvenile Court 4 3 4 3 

Parks 5 5 5 6 

Assessor 6 6 6 7 

Clerk of Court 7 7 8 8 

Public Defender 8 8 9 9 

Data Processing 9 21 16 12 

Physical Plant 10 10 7 5 

Finance 11 9 11 11 

Chief Administrator 12 15 14 16 

Communications 13 11 10 10 

Treasurer 14 12 12 12 

Personnel 15 13 17 15 

Planning 6c Zoning 16 14 13 13 

Purchasing 17 16 15 14 

Superint. of Schs. 18 17 19 18 

Recorder 19 18 18 17 

Board of Supervisors 20 19 20 20 

Clerk of the Board 21 20 21 19 



note occurred between FY 1975 and FY 1978. Specifically, Physical 

Plant dropped from 5th to 10th, and the Chief Administrative Officer's 

Office (formerly the County Manager's Office) improved its share from 

16th to 12th. Unfortunately, the mere examination of aggregate data 

cannot tell us what caused these changes—it only suggests that some 

change (although very limited) did occur. Speculating, the change is 

very likely part of the overall directional change in Pima County 

government—a movement toward more professional management. 

The year-to-year rank order correlations are also quite high— 

.997 (FY 1975-FY 1976), .928 (FY 1976-FY 1977), and .883 (FY 1977-

FY 1978). The probability of finding each of these correlations is 

less than .005. The only particularly outstanding deviation from the 

overall pattern is the upward movement of Data Processing from 21st in 

FY 1977 to 9th in FY 1978. This drastic change is in large part due to 

more centralization in record keeping in county government, a trend 

unassociated with ZBB. 

In sum, the use of rank order correlations demonstrates the 

almost nonexistent impact of ZBB on interdepartmental rankings. The 

deviations from the higher correlations are more readily explained by 

overall policy directions of Pima County government than by any evalua

tion resulting from ZBB. Thus, ZBB can be considered a failure if 

measured according to one of its major goals, affecting interdepart

mental priorities. 
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Conclusions 

While the measures contained in this chapter seem to indicate 

that ZBB has had limited impact on budgeting in Pima County, those 

measures may be disguising some critical contributions of the reform. 

That is, statistics using aggregated expenditure data will not measure 

intra-departmental changes in allocation, nor will they reveal the 

decision criteria used to make even aggregate decisions. Furthermore, 

these statistics do not measure the long term contributions of ZBB to 

government decision-making (both budgetary and non-budgetary) through 

its development of a comprehensive data base. Considering what is 

measured (aggregate expenditure patterns), even those measures are only 

suggestive in this research, due to the limited number of observations 

(six budgets) included in the analysis. Finally, the statistical tests 

of ZBB would be strengthened considerably if budgets adopted after ZBB 

were discontinued and were available for incorporation into the calcu

lations. 

Since zero-base budgeting can be considered as an evaluation 

tool—assessing effectiveness and efficiency within each functional 

area—examinations of interdepartmental rankings and even of aggregate 

expenditures of individual departments will not tell the complete story 

concerning the possible benefits of ZBB. Evaluation benefits derive 

from two measures developed in ZBB—"program effectiveness" (achieving 

objectives), and "workload efficiency" (managing the workload associated 

with the objectives) (Lauth 1978, 428). Thorough use of those measures 

may or may not affect aggregate statistics. Discovering their true 
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affect requires either detailed examination of agency budgets and/or 

questioning the participants. 

Even more difficult to discern is the positive effect ZBB may 

have on the participants in public budgeting. Lauth has labeled this 

effect as one of creating a state of mind; "... zero-base budget

ing is ... a state of mind. Many budgeters have acquired the habit 

of thinking about efficiency in on-going programs as well as alternate 

ways of achieving program objectives" (Lauth 1978, 428). Again, 

aggregate statistics tell us nothing of this benefit—only interviews 

and questionnaires can tap this dimension of ZBB. 

A final aspect of ZBB left untapped by aggregate statistics is 

the general contribution of ZBB to government decision-making. That 

is, ZBB involves the creation of a data base for budgetary analysis; 

and that data base can be used for a multitude of government decisions. 

One set of those decisions involves using the decision packages as 

decision-making tools in budgeting. That is, allocations can be made 

based upon funding certain activity packages rather than upon arbitrary 

percentage figures such as 125 per cent of last year's appropriation. 

The information contained in decision packages can also contribute to 

government decisions other than those made in public budgeting. The 

data can help management evaluate agency activities and modify the 

manners in which services are delivered. These decision-making uses of 

ZBB are best discovered by observing public meetings and by questioning 

the participants. 



The above discussion illustrates the shortcomings of using 

aggregate statistics to analyze budget reform—they cannot assess all 

possible gains. However, they are still essential to a thorough analy

sis of budget reform because they do suggest certain gains, or lack 

thereof, in adopting the reform in question. This discussion, for 

2 
example, has used r (in time series analysis) to demonstrate rather 

persuasively the continued incremental nature of budgeting in Pima 

County. Further demonstration of incrementalism was obvious in the 

findings resulting from the use of rank order correlations. Within the 

constraints of incrementalism, however, the coefficient of change (b) 

in time series equations showed a clear difference in the rate of 

change before and after adopting ZBB—the percentage increases actually 

declined. 

While the use of a limited nvimber of time points tempers the 

conclusiveness of the findings, their value is indeed great. They do 

suggest some advantage to using ZBB even though aggregate spending 

remains incremental. Aggregate statistics, then, play an important 

part in a complete analysis of budget reform. Further, they help 

answer the general questions concerning reform, and therefore permit 

other methods (interviews, questionnaires, observations) to focus on 

the more specific questions. 



CHAPTER 4 

PARTICIPANTS' ASSESSMENTS OF ZERO-BASE BUDGETING 

In order to assess better the specific benefits and costs of 

adopting zero-base budgeting, the following analysis will investigate 

the use of ZBB methodology by budget analysts and policy-makers. The 

findings reported in this chapter are based on two years of research 

(FY 1977 and FY 1978) in Pima County. Pima County's use of ZBB was 

consistent with the suggested ZBB format offered by Peter Pyhrr and 

others. Decision packages followed the normal format and included the 

following categories: achievements/benefits, consequence of not 

approving packages, quantitative package measures, resources required, 

different levels of effort and cost, detailed costing, different ways 

of performing the same function, and source of funds. The ZBB process 

in Pima County also included ranking decision packages by priorities, 

a step taken within each department, but not between departments. 

Given the conformity of Pima County ZBB to the general pre

scription for the use of this reform, the Pima County experience pro

vides a good test of the supposed benefits of ZBB. The reform was used 

for three years (fiscal years 1976, 1977, and 1978) and then discon

tinued. The decision to discontinue the reform will be discussed in 

Chapter 5. Three years of use give us an adequate time frame for 

analyzing the results of using ZBB. 

79 
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Methodology 

Four methods of gathering information for analysis contribute 

to the findings in this chapter. Much of the information was obtained 

through interviews of principal participants in the system. Specifi

cally, all five county supervisors were interviewed in the sunimer of 

1977, as were the top management officials (County Manager, Finance 

Director, and Deputy Finance Director), two department heads, and three 

department budget analysts. Each of the interviewees was asked a 

series of open-ended questions designed to elicit comments concerning 

the changes in procedures after ZBB, increases in available information 

due to ZBB, and any changes in policies that resulted from the analysis 

presented in ZBB decision packages. The interviews were confidential 

and use of the transcripts is restricted to this research project. To 

further protect the guaranteed confidentiality no respondent will be 

referred to by his or her name—only the general title. 

The interviewees' descriptions of the process, including 

advantages and disadvantages, were supplemented by observations of the 

process (budget hearings) in the summer of 1977 (hearings for the 

budget of fiscal year 1977). Five days of hearings were observed, 

during which the Board of Supervisors reviewed the budgets of eleven 

county agencies. Those agencies included some of the largest in county 

government—the County Attorney, Planning & Zoning, the Superior 

Courts, and Sanitation. Of particular interest during the hearings was 

the manner in which Pima County Supervisors reacted to the new format. 
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Specifically, did the supervisors make their funding decisions based on 

decision packages rather than on arbitrary percentages? 

Further information was obtained from the use of a fifteen item 

questionnaire, which was delivered to 35 budget analysts in Pima County 

government agencies. Twenty-nine (83 per cent) of the questionnaires 

were returned, and the total responses to each question are displayed 

in Appendix B. Of particular interest in this chapter are the 

responses concerning the quantity and quality of information in ZBB, 

and those concerning the costs of preparing the new ZBB format. The 

questions are replicated from those used by (Minmier (1975) in his 

study of ZBB in the state of Georgia. 

The final source of information was the result of examining 

decision packages prepared by departments, with particular attention 

being given to five specific departments: Automotive Services, 

Security, Sheriff, County Attorney, and Clerk of the Superior Court. 

These were among those departments observed during budget hearings, 

and their share of the general fund budget is significant. Decision 

packages were examined on the twin criteria of how well the technique 

of ZBB had been administered and how useful the information was that 

was contained in the packages. 

All of the data gathered by the above methods is used to sup

port the findings discussed below. The remainder of this chapter is 

divided into the findings based on the use of ZBB in Pima County 

(again, this discussion is concerned only with the use of ZBB, not 

possible reasons for its failure), and the conclusions concerning 



benefits of ZBB. The fomer are summarized in the table found in 

Appendix C. The latter combines the findings concerning Pima County 

with earlier findings concerning use of ZBB in the state of Georgia 

(Minmier 1975), the state of Texas (Hogan 1975), and the city of 

Wilmington, Delaware (Singleton et al. 1977). 

ZBB in Pima County 

Zero-base budgeting clearly changed the procedure used to pre

pare and approve the budget in Pima County. Prior to 1976 the Pima 

County budget was presented in line item form. Thus, if Department A 

wanted one hundred employees for performing various tasks, its budget 

request was for one hundred employees being paid X salaries. The 

department was not obligated to describe the service functions of any 

of its employees, either individually or collectively. After the 

advent of zero-base budgeting that same department was compelled to 

describe the services being performed by those employees. For example, 

eight employees might be performing the "administrative function"—one 

as chief of the department, two as his deputies, two as clerks, one as 

receptionist, and two as typists. 

The requirements for detailed descriptions by department 

encompassed not only how employees were used, but also how any other 

expenditure categories, such as supplies, were used. For example, a 

supply account of $10,000 which formerly was funded as one line item 

might be divided into ten different decision packages in order to 

reflect the purposes for which the supplies were being used. The 

packages included parts of what were several different line item 
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requests brought together in new separate functional packages. In sum, 

budgeting became "functional" instead of "Ivmip strni," as one budget 

analyst stated: "Instead of budgeting for the department as a whole, 

you're budgeting on the basis of functions." 

After the adoption of zero-base budgeting, the process of 

making budget decisions also changed. During budget hearings, funding 

decisions were based primarily upon which packages would be funded, not 

how to adjust line item amounts. For example, after hearing from the 

Finance Department and the County Attorney concerning the Attorney's 

budget request, the Board's budget action was to approve packages 1-9, 

11, and 14—which amounted to the current level (1-9, and 11) plus one 

package for investigating organized crime. The Finance Director, after 

the Board's action, said that ZBB was intended to provide for this type 

of decision-making, i.e., adding a package to change the direction of a 

given department's emphasis. Budgeting decisions were thus made by 

funding certain packages, based on their priority ranks. 

However, not all budgeting decisions were made by deciding 

which packages to fund; ZBB was complimented by traditional budgetary 

procedures. For example, once the individual budget hearings were con

cluded, if the Board of Supervisors saw a need for further budget 

reductions, those reductions were implemented by requiring "across the 

board" percentage cuts by the departments. This practice, not sur

prisingly, was looked upon with disfavor by at least one department 

head who lamented that it destroyed the zero-base process: "But if you 

follow zero-base budgeting, you can't do that ... it is letting a 



wild horse out." On the other hand, the practice is defended by a 

member of management: 

At the end, rather than going through the entire process again, 
you cut a percentage. That's not a real bad idea, because by 
then you've done as much of your real crisp managing as you 
can do. Hopefully, if you've done a good job at that stage, 
your percentage will be less than had you not. Instead of 5 
per cent, it will be 1 per cent. 

While the violations of the real practice of ZBB perhaps were 

minimal J they were nonetheless clearly violations which, in our 

opinion, cannot be tolerated. If the integrity of ZBB is to be upheld, 

any funding changes must be accomplished by adding or subtracting 

decision packages, not by mandating across the board cuts. The tech

nique of ZBB that displays the consequences of alternative levels of 

funding for every activity can be used to reduce spending in those 

areas of least consequence (retaining 100 per cent of some functions, 

but reducing others). The ones for deciding what is sacrificed or 

added should fall on the political decision-makers and top management, 

not department heads. Regardless of how the across the board practice 

is viewed, though, the overall process was different because at least 

the initial decisions were based upon decision packages, and not on 

percentage adjustments in line items. 

In sum, with departments presenting budget requests in a new 

form, and with policy-makers making decisions in a different manner, 

zero-base budgeting did change the structure of the budgetary process 

in Pima County. 

With the change in the budgetary process, new information was 

provided to the Board of Supervisors, as reflected in this statement by 
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a member of the board: "I think I am more aware, at least this year, 

of the operations for each department ... than I was two years ago 

prior to zero-base budgeting." The new information was in some cases 

in lieu of no information before ZBB, as a top manager stated: "The 

quantity has increased because in some cases we had no information 

whatsoever on what a particular service was doing." Thus, ZBB was 

providing information which had been nonexistent in Pima County line 

item budgeting. The new information reached the supervisors in great 

volume--the first year ZBB was instituted four volimies of decision 

packages were produced. Six volvraies were produced in the second year. 

One supervisor called it "the largest public budget I've ever seen." 

Not only was the information voluminous, but according to the decision

makers it was also comprehensible. As the just-quoted supervisor went 

on to say, "and probably the most understandable." At least two of 

five supervisors, then, felt that the information was better both 

quantitatively and qualitatively. 

The vast quantities of new information were not overwhelming 

supervisors for three reasons. First, each supervisor could devote the 

greatest share of his/her energy to those decision packages in which 

he/she was most interested, at one level of funding. For example, in 

the Highway Department, each supervisor can be expected to be most 

concerned with those packages which include projects in his/her 

district, and for each project the information can be acquired by read

ing only one funding level. Second, for the purposes of decisions to 

be made in budget hearings, decision packages for a particular hearing 
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were given to the supervisors one or two days in advance—allowing time 

for either personal review and/or review by an aide. Third, the infor

mation was presented in a manner conducive to quick review. The cate

gories in each decision package were specific, so only pertinent ones 

need be read; and the information was presented in a readable form. 

Increased information was reaching the policy-makers, but not, 

however, from every department, as a top manager admitted: "It's great 

in some places and spotty in others." A direct attempt to defeat the 

new information purposes of ZBB was launched by one department official 

during budget hearings when he made his appeals based on line item dis

plays of his request which he distributed to the supervisors. Further, 

he based his appeal of the County Manager's recommendation to the board 

on the fact that he "got this much last year," not on needing it to 

perform a given function. His appeals were denied by the board. 

While the response to the call for new information was somewhat 

uneven, in general zero-base budgeting had resulted in new information 

being presented to policy-makers. 

New information may have been introduced into the budget 

process, but was it useful information? One means of determining this 

is whether or not the information is of a better quality than what was 

previously available. The increase in the quality of information was 

measured in response to this item in the questionnaire; "All good 

budgeting systems generate information for management planning and con

trol. What effect did the zero-base budgeting system have on the 

quality of management information as compared to the previous 
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incremental budgeting system?" Answers from the twenty-nine respon

dents were an ordinal measure of increases in quality. Twenty-one of 

the twenty-eight answered (one did not answer) that the quality had 

improved, with a plurality (39 per cent) saying that it had substan

tially improved. Four of the five departmental budgets of FY 1977 

examined are rated by this researcher as providing useful management 

information. That is, the information in decision packages facilitated 

decisions to improve efficiency and/or effectiveness by providing 

meaningful, quantified data. For example, the Security Department pro

vided detailed descriptions of the frequency of security checks, the 

hours of checks, and the incidents investigated. 

There are two "acid tests" of the utility of management infor

mation—its actual use by managers, and its actual use by policy

makers. Concerning the former, one budget analyst offered this comment 

on a returned questionnaire: "The resultant budget is used extensively 

by top management in the department." All three budget analysts inter

viewed indicated that their department chiefs were involved in budget 

preparation, specifically in determining how priorities would be 

reflected in the ranking of decision packages. One of the two depart

ment heads felt very strongly that zero-base budgeting was used as a 

management tool in his department: "At my level I will use it as a 

tool to increase my knowledge and my ability to use the operation, to 

know what's going on." The other department head saw no major differ

ences . 
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The top managers in Pima County (Finance Department and County 

Manager) did not give a great deal of their attention to using ZBB as a 

management tool to control agency operations. Rather, their concen

tration in the first two years of implementing ZBB had been on its use 

as a budgeting device to control funding levels, as one of them 

admitted: "Zero-base budgeting in Pima County is in a state of growth, 

development. To this point in time, no, we have not been utilizing it 

as a management information tool. We would like to in the future." 

Zero-base budgeting, even as simply a budgeting device, had at least 

increased interaction between the department heads and top management 

and policy-makers, as this statement by a top manager testifies: 

. . .  w e  w o u l d  o n l y  s e e  s o m e  d e p a r t m e n t  h e a d s  o n c e  a  y e a r  w h e n  
their budget came up for approval at the public hearing—the 
rest of the time they went back into the woodwork and were 
never seen—now with zero-base each department head must come 
forward and stand by what they have proposed in the way of a 
budget. 

The second question remains. Were the policy-makers making use 

of ZBB as a management tool? Certainly, as one manager said, the 

potential was there: "It provides them the availability of better data 

and a better tool to use it with, to the extent they want to avail 

themselves of it." The desire on the part of the supervisors also 

existed, by their own testimony, and by that of a manager: "I have 

never seen a Board like this one with the intense and keen interest in 

what they, as managers ... of the county, are doing." However, to 

capitalize upon this new opportunity, policy-makers would be required 

to change their pattern of behavior to accommodate the new system, 

which had not yet been done in Pima County. One of the managers 
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implicitly criticized the board with this statement; "They are still 

conditioned to the old fashioned way of putting a budget together and 

the old fashioned techniques of controlling expenditures. ... It's an 

education process." During the budget hearings, the supervisors, while 

making their decisions in terms of decision packages, were basing most 

of those decisions upon incremental funding from a base level, and not 

upon functional decision-making. 

Perhaps one of the supervisors themselves gave the best per

spective on their use of ZBB; "It's a different way of doing the same 

thing." Four of the five supervisors, though, answered "yes" when 

asked if ZBB had helped the Board of Supervisors control agency activi

ties; the fifth answer was: "I don't think it has yet. I think it 

will." 

All five supervisors agreed that zero-base budgeting helped 

them in ranking government activities by priorities. In reviewing 

department budgets, the supervisors used ZBB rankings by adopting a 

budget that reordered departmental rankings—indicating deliberate 

priority choices by either top management or the policy-makers. Per

haps the best single example of this use of ZBB was the board's action 

on the FY 1977 County Attorney's budget. The board went beyond the 

County Manager's recommendation of packages 1-7 to approve packages 

1-9, 11, and 14. One of the additional packages approved (14) was a 

direct policy decision—to add a new organized crime fighting function 

to the County Attorney's Office. Even these priority decisions, how

ever, were being made only within individual departments—no 
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interdepartmental priorities were set in this process. This accounts 

for the high Spearman's Rank Order Correlation reported in Chapter 3. 

Reviewing the above discussion, zero-base budgeting had been 

used by department managers (although not by all of them) and policy

makers (although not to its fullest potential) as an aid in managing 

county activities. However, top managers had not used ZBB for manage

ment—only for control. As was suggested earlier in a discussion of 

reform strategy, the early use of ZBB in Pima County had appropriately 

emphasized the control function of budgeting. In sum, ZBB made only a 

marginal difference in using the budget as a management tool to control 

agency activities. 

Zero-base budgeting did change the structure of decision

making; it did provide new information; it did improve the quality of 

information; and it was used by decision-makers (managerial and policy) 

as an information generating tool. But was zero-base budgeting making 

a real difference in the actual decisions made? Had policy produced by 

the budgetary process changed? 

The answer to the first question is no, even though policy

makers and top managers in Pima County asserted that ZBB did result in 

new decisions. None of those who said that new decisions had resulted 

could cite a single decision directly attributable to zero-base budget

ing. Further, other changes in the budgetary process instituted 

simultaneously with ZBB may have been the real causes of any changes. 

Finally, department heads and budget analysts had not yet seen any 

changes in decisions as a result of adopting ZBB. 



Three major changes which also influence decision-making were 

introduced into Pima County's budgeting system at or about the same 

time as ZBB. First, the accounting procedure for Pima County's budget 

now allows for recording expenditures according to functional programs 

(decision packages) instead of line items. Second, financial reports 

are made available to the supervisors on a biweekly basis which tell 

them how much money has been spent within each program (decision 

package) so that they can better control over expenditures and more 

easily identify under expenditures (which indicate exhorbitant budget 

requests). Third, and perhaps most critically, the county has recently 

initiated a "cost-center approach" for many of its services, which 

requires county departments to reflect the total cost of their opera

tions—including the cost of services rendered by other departments. 

Two of the top managers discussed this reform in glowing terms, with 

one pointing out its effect of complicating the judgment of zero-base 

budgeting: "The thing that complicates it is we are going to a cost-

center approach for many of our service functions, which is pushing 

the cost awareness and therefore leading people to think of alter

natives as part of that." Therefore, an example of better budget 

decisions such as the one that follows (from an interview with a top 

manager), is as much a result of the cost-center approach as of ZBB; 

"An example given in our hearings was that if a package of 12 pencils 

cost $1.00 from our warehouse and a department (sic) can walk down to 

Woolworth's and get the package of 12 for 89c, then they'd better go 

down to Woolworth's." 



Even with the difficulties just described in attempting to 

answer the question of whether or not ZBB made a difference in actual 

decisions, all five supervisors agreed that ZBB helped the board shift 

resources among various programs (although, again, few examples were 

given). In a very explicit comment, though, one of the supervisors 

explained why they were able to make the shifts: "We know that the 

funds are directed toward those programs, not staying as a discretion

ary matter with the department heads." Four of the five supervisors 

agreed that "better and/or cheaper methods of operation have been 

identified as a result of zero-base budgeting," although one of those 

four said, "to a very minor extent." The fifth supervisor felt that 

ZBB would serve this function in the future. 

The supervisors used specific examples to support their views 

that better decisions were being made since adopting ZBB, but those 

examples were not directly attributable to any specific statements in 

decision packages. Only general contexts for decisions could be 

attributed to ZBB information. For example, a decision to consolidate 

the subdivision review functions of four departments into one operation 

was facilitated by the information in decision packages describing 

exactly what each department was doing in the function of subdivision 

review. Descriptive information in decision packages also assisted in 

determining the benefits of having clerical help assume some of the 

functions previously performed by the Sheriff's deputies. 

Some administrators did not even see these mixed results with 

the implementation of ZBB. Neither department head saw any changes in 



departmental decisions, although one of them was optimistic that such 

changes would begin to occur after longer use of ZBB. One of the 

budget analysts interviewed was especially critical of the county's 

lack of utilizing ZBB to the fullest: "I see throughout the county 

too many unnecessary activities still going on. They have not been 

eliminated because of zero-base budgeting." 

In sum, zero-base budgeting facilitated making new decisions by 

providing more information and by providing that information for 

clearly distinct functions, but was not directly responsible for new 

decisions in Pima County. 

While ZBB did have at least some indirect effect on specific 

decisions, it had not altered overall policy in Pima County. Funding 

decisions for the 1977 fiscal year were based on current level activi

ties, not a minimum effort below that level, which would have more 

accurately reflected ZBB intent: "The original recommendations given 

the Board provided for the continuation of nearly all current activi

ties department-by-department, an approach not in line with good Zero 

Base budgeting" (Pima County Finance Department 1977, 1). Thus, fund

ing policy remained incremental (as the regression coefficients 

reported in Chapter 3 substantiated). Further, the policy direction of 

government in Pima County had not changed with ZBB, because there had 

been to date no effort to set county-wide priorities. Without accept

ing and using these fundamental principles of ZBB, Pima County Super

visors were not benefitting from this available policy assessment tool. 

The influence of the participants in the system, then, diluted the 



theoretical promise of ZBB from a dollar-by-dollar review of expendi

tures to a kind of incrementalism by activities instead of by line 

items. 

Even though ZBB did not significantly help change the net 

decisions or influence overall policy, did it at least make the 

decision-making process more rational? In other words, even though 

funding levels had not changed, were the funding decisions at least 

made on the grounds that the expenditures were for specified activities 

which would achieve the goals of the policy-makers (rather than simply 

Itmip sums to various departments)? In all but one critical sense, the 

answer is yes. Decisions were made on the basis of functions instead 

of line items—a major breakthrough. Decision packages, for the most 

part, were describing the goals of the policy-makers and the current 

means of accomplishing those goals. What was still lacking, however, 

was a thorough display of alternative means of accomplishing the stated 

goals. Many departments failed to use this section of decision 

packages at all while some others disclaimed any possible alternatives. 

The following is an example of a statement of alternatives appearing in 

a decision package: "This package is designed to provide a basic 

minimvim of administrative services at the least possible cost. No dif

ferent ways that are less expensive are possible without reducing the 

level of service" (Pima County Budget 1977). Even if the investigation 

of alternatives to support the above claim was in fact carried out, 

those alternatives should have been relayed to the board if the integ

rity of ZBB was to be maintained. 
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Several explanations were offered by those interviewed for this 

shortcoming in the process. The most common explanation was that much 

of what Pima County departments do is dictated by state statute (a 

manager claimed that 80 per cent of county activity is dictated by 

state statute). Since the service must be provided by the county, the 

alternative of contracting with a private provider is eliminated. This 

reasoning was used by one department head as justification for not 

listing alternatives. But one remains skeptical: Is there only one 

possible way for his department to provide the state-mandated service? 

Even though a service must be provided, options still exist for the 

county itself to provide that service in a more efficient manner, using 

fewer resources, or expanding the service. To use this explanation for 

describing only one alternative oftentimes is to rationalize inadequate 

managerial analysis. 

Another explanation given was that zero-base budgeting had not 

yet been used long enough to get into the "optional niceties." While 

such an explanation may be appropriate for the top managers and policy

makers who enforce and review the mechanics of zero-base budgeting, it 

is certainly not true for department managers who are responsible for 

management within their own individual departments. 

The final explanation is the most plausible, and was offered by 

an analyst: Department heads just did not take the alternatives 

seriously. They were not investigating alternatives other than that of 

contracting with a private provider to perform the function. No alter

natives presented, Pima County policy-makers should have imposed 
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negative incentives (sanctions), such as verbal reprimands and perhaps 

demotion, on those who did not comply with ZBB methodology. 

There were exceptions to the general rule of taking alter

natives lightly, most notably in the Sheriff's Department. For 

example, in its "Law Enforcement Package" the department listed two 

alternatives: 1) using a "Cadet Program" to involve young persons in 

handling nonviolent duties; and 2) handling matters through the mail 

which would normally require an officer's presence. 

Unfortunately, the exceptions to the rule were few in Pima 

County. Zero-base budgeting was not used to its fullest potential as a 

tool for rational decision-making. 

Several questions asked of budget analysts solicited responses 

which support the view that as participants become experienced with 

zero-base budgeting, attention can be diverted from matters of budget

ing procedure to matters of managing the activities performed. The 

responses indicated increasing ease in dealing with ZBB techniques. 

Budget analysts were asked two questions concerning whether more or 

less time was spent in preparing a zero-base budget. When asked the 

question for the first year only of ZBB, 24 of 26 answering said that 

time and effort had "increased considerably," one said it "increased 

slightly," and one said it "stayed the same." When asked the question 

for the current budget cycle (comparing to the previous incremental 

system), only 11 answered "much greater," ten answered "slightly more," 

four answered "about the same," and one answered "slightly less." 

Thus, ZBB was taking less time in its use as a budgeting tool. 



Zero-base budgeting was at first successfully implemented in 

Pima County—responding to two needs. The primary need was for satis

fying current demands. The system used prior to ZBB was not enabling 

sufficient control by policy-makers of the spending decisions to pro

vide the current level of services. The county's administrative system 

provided inadequate and undecipherable information in the budgetary 

process. A secondary need of almost equal importance is a need to 

satisfy extra demands. Pima County's population has grown dramati

cally, and the county is under increasing pressure to provide addi

tional services. Zero-base budgeting responded to the primary need for 

control because it promised and delivered an improved system which 

allowed for continued significant input from agency officials while 

marginally strengthening the control by top management. Policy-makers 

were more informed and did exercise slightly more managerial control 

through the budgetary process. Zero-base budgeting had been imple

mented with an emphasis on control, but could be used, as actors became 

confident in the control over expenditures, to emphasize management. 

A serious problem was festering in Pima County which could 

cripple ZBB's effectiveness. Since ZBB had been implemented slowly 

(attention to only one aspect of it at a time), actors in the budgetary 

process had time to learn how to manipulate priority rankings to gain 

funding for what were objectively low priority items. To prevent 

further abuse from destroying ZBB as a management tool, top managers 

needed to carefully "police" agency submissions and shift soon to an 

emphasis on management. Other governments can avoid, or at least 
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minimize, this problem by vigorously enforcing use of all facets of ZBB 

with the first uses of the reform. 

The possibilities of ZBB blossoming into full fruition as a 

management tool were never realized in Pima County. This discussion 

has given evidence of successful planting of the seeds, the next 

chapter will discuss the inadequate cultivation of ZBB by top managers 

and policy-makers. 

ZBB in Four Jurisdictions 

The findings concerning the use of ZBB in Pima County are of 

interest as the results of one case study, but conclusions about the 

uses of ZBB are strengthened when four case studies are combined—Pima 

County, the city of Wilmington, Delaware, the state of Texas, and the 

state of Georgia. Four areas of general concern will be examined using 

the combined results of the four studies—the quantity of information, 

the quality of information, the difference ZBB makes in decision

making, and the resulting changes (if any) in policy. 

The dramatic influx of new information into the Pima County 

budgetary process has been documented. Results were similar in 

Wilmington, Delaware: "The consensus of both departmental officials 

and members of the Mayor's staff was that with the introduction of ZBB, 

the hearings provided a more comprehensive and penetrating view of a 

department's activities than hearings in previous years" (Singleton et 

al. 1977, 79). In Texas, new types of information are now presented as 

a matter of practice; they were previously available only if requested: 

" . . . the structure of the zero-base system ... explicitly requires 
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the presentation that was previously provided on a basically 

'requested' basis" (Hogan 1975, 100), The new information provided by 

functional decision packages in Georgia was praised by then-Governor 

Carter in this comment during an interview: '"Because of zero-base 

budgeting we were able to determine that seven different agencies had 

the responsibility for the education of deaf children'" (Minmier 1975, 

149). Finding such overlap and duplication was a direct result of new 

information generated in zero-base budgeting. Based on these four case 

studies, then, we conclude that zero-base budgeting has resulted in 

increasing the amount of information available to decision-makers. 

The new information must be of sufficient quality to be useful, 

however, instead of being merely a nuisance. The majority of budget 

analysts in Pima County and the state of Georgia agree that quality of 

information is better since adopting ZBB. A chi-square goodness of fit 

test indicated no significant difference between the samples of 

2 
analysts, x (1) = .3, p<c .5. Therefore, the two samples are combined 

for further analysis. Of the 59 analysts now considered, 42 (71 per 

cent) say that quality is better. Interview respondents in Pima County 

uniformly supported the notion that quality had increased, but response 

was mixed in Georgia. Of thirteen department heads interviewed, nine 

(69 per cent) felt quality had improved, while three (31 per cent) felt 

there had been no improvement (Minmier 1975). 

Results in Texas indicate an increase in the quality of infor

mation: "Examiners and agency managers agreed that the zero-base 

system provides better information than was previously available" 
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(Hogan 1975, 100). A similar result is reported for Wilmington, where 

the "Council now gets more information, and more useful information, 

than they have ever had before" (Singleton et al. 1977, 84-85). 

Although a significant minority of respondents in Georgia and 

Pima County do not share this view, we nevertheless conclude that 

zero-base budgeting has resulted in increasing the quality of informa

tion in the budgetary process. The information is of better quality 

because the format is understandable and the information contained 

therein is directly relevant to policy decisions. 

Even with more and better infoirmation available, if ZBB is not 

responsive to decision-makers' needs, it will make little difference in 

public policy. Its utility to decision-makers in the four jurisdic

tions varies from "very little" in Texas to "very useful" in Wilmington. 

In the Texas study, budget examiners "felt a real sense of 

frustration with regard to the structuring of information according to 

the 'desires of decision-makers'" (Hogan 1975, 98). As a result of 

this frustration, examiners in Hogan's study either disagreed or dis

agreed strongly with these statements (Hogan 1975, 99): 

1. Legislators found agency priority ranking information to be 
extremely useful and depended on it heavily in their decision
making processes. 2. Legislators have a clear understanding 
of the zero-base budgeting system in Texas and the data that is 
(sic) generated thereby. 3. Committees tended to analyze 
agency requests from base zero in determining funding recom
mendations for the 1976-1977 biennium. 4. The information 
displayed on the priority tables was utilized more by legisla
tors in their decision-making processes than by analysts and 
those comprising internal boards of review. 5. Legislators 
respond favorably to the information generated by the zero-
base budgeting system. 
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After examining this evidence, Hogan rightly concludes: "With its 

emphasis on needs, objectives, performance, and evaluation, the zero-

base concept is a system doomed to failure if it does not provide the 

type of information decision-makers desire to determine the funding 

priorities of the State" (Hogan 1975, 100). Unfortunately, Hogan did 

not ascertain the views of the decision-makers themselves concerning 

this important question. 

Decision-makers in Pima County were interviewed, and they 

praised the utility of ZBB-generated information for their purposes. 

Their praise, however, was qualified by a desire for greater uniformity 

in the quality of information from all departments. The then-Governor 

of Georgia, Jimmy Carter, gave unqualified support for the usefulness 

of ZBB information, as the previously quoted passage from Minmier's 

interview indicated. No further information from decision-makers in 

Georgia is available. 

Of the four cases, the greatest utility of ZBB was perceived by 

respondents in the city of Wilmington: "Generally, the City Council 

appears to have found ZBB preferable to the City's former process. 

... Many Councilmen have expressed a desire to continue the ZBB 

process in future years and possibly expand it . . (Singleton et al. 

1977, 84-85). Since the mayor of Wilmington initiated ZBB, decision

maker praise was unanimous. Further, actual decisions were being made 

in ZBB terms: "The rationale for a particular ranking, for example, 

was discussed more and more frequently" (Singleton et al. 1977, 83). 
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The support for ZBB as a useful tool providing management 

information is not uniform among policy-makers in the four jurisdic

tions considered. Therefore, we conclude that zero-base budgeting does 

not necessarily provide information that decision-makers find useful; 

it only has the potential for doing so. Of course, this is not unique 

to ZBB; any information-generating mechanism has both potential and 

actual utility. 

In order to assure usefulness of the information in ZBB, 

decision-makers should be involved in early stages of implementing ZBB; 

they should not wait until the first completed decision packages reach 

their desks to begin to learn about ZBB. Where the information was 

most useful in the four jurisdictions policy-makers were involved—in 

Wilmington special efforts were made by the Mayor's Office to involve 

the city council in the planning for implementing ZBB. In Georgia the 

Governor's Office was heavily involved in the early implementation. In 

Pima County the supervisors were less involved, and did not provide 

clear indications of the type of information desired, only the format. 

Finally, in Texas, as Hogan indicated, decision-makers provided almost 

no indication of what type of information would be most useful. 

Just as the usefulness of ZBB to decision-makers varies among 

the four jurisdictions, so does its impact on public policy. In Texas, 

where decision-makers are not even getting the information in a posi

tively useful manner, there is obviously no impact on policy. Further, 

the element of alternative methods of accomplishing objectives was not 

useful in Texas in determining funding (Hogan 1975). 
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The latter weakness was also apparent in Pima County, as there 

was some evidence of policy decisions made by taking advantage of ZBB 

decision packages (the decision concerning the County Attorney's 

budget, for example). In Georgia specific examples of policy changes 

are limited (the previously quoted passage from Mr. Carter discusses 

one). Just as in Pima County, the influence of ZBB in policies in 

Georgia is difficult to separate from another reform initiated simul

taneously. In Georgia, a major government reorganization was under

taken concurrent with ZBB. Reallocation of resources was therefore the 

result of both reforms, but the contribution of ZBB was identifiable, 

at least by Mr. Carter: "... the detection of need for consoli

dating similar functions within state government is made by the zero-

base budgeting technique. It would have been virtually impossible to 

have made the change we did under the old incremental budgeting system" 

(Minmier 1975, 156). 

The most direct evidence of using zero-base budgeting tech

niques in shaping public policy was uncovered in the study of Wilming

ton's system. Wilmington faced a revenue shortage and was forced to 

make decisions as to how expenditures would be reduced below requests 

by $1.2 million (of $9 million requested). To do so, the mayor and 

his staff ranked packages into four groups--high priority, medivmi 

priority, low priority, and service levels not funded for policy 

reasons. Thus, the first 110 ranks were recommended to be funded, and 

ranks 111-162 not to be funded. The council, in a deliberate policy 

decision, altered the mayor's recommendation to include four more 
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rankings and reduce the others by 0.1 per cent (Singleton et al. 1977)« 

Thus, the council further changed the priorities for funding and was 

forced to make a small (less than any Pima County ever made) across the 

board cut because the remaining rankings were deemed too essential to 

be eliminated. This use of ZBB ranking to make policy decisions comes 

close to the best use of ZBB for influencing public policy. 

The influence of ZBB on public policy is at best spotty and at 

worst nonexistent. We conclude that zero-base budgeting has no 

inherent direct impact on public policy; its impact depends upon use 

by policy-makers. 

Stmmiary 

Zero-base budgeting, in sum, has not fulfilled all of its theo

retical promise. The data show that it has had, rather, indirect 

impact on policy through changing the budgetary process. Zero-base 

budgeting has been successfully implemented in all four jurisdictions 

and is working to better the control function of budgeting. It has not, 

though, been used extensively as a management tool. 

The findings and conclusions in this chapter have illustrated 

the subtle changes that can take place as a result of implementing a 

budgetary reform such as ZBB. Whereas the aggregate data analysis of 

Chapter 3 could only docxjment the dramatic changes (or lack thereof), 

the more detailed interviews and questionnaires used in this chapter 

enabled discovery of any evolving changes resulting from ZBB method

ology. Four major concerns were investigated in the findings and 

conclusions presented in this chapter: changes ZBB instigated in the 
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decison-making structure; increases in the quantity and quality of 

information presented in the budget document; uses of the new informa

tion by policy-makers; and impacts of ZBB on public policy-making. 

The decision-making criteria for the jurisdictions studied did 

change after ZBB. Budgetary decisions began to be made based upon 

decision units (activities) rather than arbitrary amounts of fund. 

This new decision-making methodology was most important in Wilmington, 

where the mayor and council used the priority rankings as a means to 

reduce overall expenditures. The new format was least meaningful in 

Texas, where the legislature did not change their old habits. Pima 

County's conversions to the ZBB structure was between the two extremes, 

with the supervisors making some decisions based on package rankings, 

but still making decisions to reduce arbitrarily aggregate expendi

tures. 

The participants questioned expressed uniform aggreement that 

both the quantity and the quality of information improved due to ZBB 

methods. The information in decision packages was used to instigate 

questions concerning efficiency and effectiveness—although not as much 

of this was done as ZBB advocates would hope. The information con

tained in decision packages also helped develop a new and improved data 

base for use in government decision-making (both budgetary and non-

budgetary). Thus, more useful data became available. 

Use of that data depends, in large part, on the attitudes of 

decision-makers. That is, those in charge of public budgeting must be 

willing to convert their approach to budgeting to the management style 
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of ZBB. They are, even more critically, the primary source of initia

tion and/or support for the conversions to ZBB. The findings in this 

chapter are mixed—not all policy-makers were committed to the ZBB 

decision-making style. They were not fully involved in the early 

phases of adoption and implementation, which meant they were not pre

pared to fully utilize ZBB techniques in later phases. This less than 

wholehearted commitment is a sign of less than complete acceptance of 

the reform, as well as a sign of limited effectiveness of the reform. 

The early research concerning the use of ZBB in Pima County was 

promising—both the aggregate statistics and the more detailed investi

gation revealed very positive signs. However, none of these positive 

findings was conclusive, and none of them pointed toward major benefits 

resulting from ZBB. The theoretical advantages of ZBB discussed in 

Chapter 2 relating to the impact of ZBB on public policy were not 

realized in Pima County. Zero-base budgeting was officially discon

tinued by the Pima County Board of Supervisors in the fall of 1978, and 

the next chapter will analyze the reasons for that decision. 



CHAPTER 5 

ZERO-BASE BUDGETING AS A BUDGET REFORM: 
RESEARCHER'S ASSESSMENT 

The process of administrative reform, as defined in Chapter 1, 

was incomplete in Pima County because ZBB was not substituted per

manently for the earlier system. The failure of ZBB to become effec

tive and remain in use was predictable, given the needs of Pima County 

officials. Those officials were in need of a reform to control expen

ditures, not the management-oriented zero-base budgeting. Unsuccessful 

attempts were made to apply ZBB techniques to the task of controlling 

expenditures. The reasons for the inability to use ZBB to control 

expenditures are discussed below, as well as the problems caused by 

using management-oriented techniques. Those latter problems were the 

result of the demands (time and paperwork) of the reform for more 

effort, directed toward management, than Pima County officials could 

give. 

While ZBB was not the correct approach in Pima County, it, in 

general, is a very useful reform of the public budgeting process. It 

can contribute to a more rational process of budgetary decision-making 

(by providing analysis of alternative uses of funds from which elected 

officials can then select one), and collect valuable data for use in 

non-budgetary decisions. 

107 
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Attempting to Use ZBB to Control 

Zero-base budgeting was adopted by the Pima County Board of 

Supervisors in 1976 in hopes of gaining greater control over aggregate 

expenditures. Certain features of ZBB that could contribute to greater 

control were not used properly by decision-makers in Pima County. 

Specifically, decision packages analyzing effects of reduced expendi

tures were ignored; new programs were approved without a "tradeoff" 

with an existing (lower priority) program; interdepartmental rankings 

were not attempted; and decision packages did not include performance 

data. All of these defects resulted from inadequate use of the reform 

for the purposes it was intended to serve—control of aggregate 

expenditures. In addition to these problems in using ZBB, one other 

problem emerged in Pima County—the lack of information in each depart

ment's request relevant to the impact of the budget on the property 

tax rate. 

By choice of the Board of Supervisors, zero-base budgeting in 

Pima County was not used to analyze departmental budgets at any minimvrai 

below current level. As evident from the uses of ZBB examined in 

Chapter 2, the minimum level need not be zero, but it must be below the 

current level of expenditures. Such was not the case in the 1977 hear

ings in Pima County: "The original recommendations given the Board 

provided for the continuation of nearly all current activities 

department-by-department; an approach not in. line with good Zero Base 

Budgeting" (Pima County Finance Department 1977, 1). 
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Pima County supervisors also failed to use another ZBB tech-

nqiue that could have helped them control expenditures—ranking tables. 

If new programs were funded (a frequent need in a growing urban 

county), they would be added to existing expenditures, with no sacri

fice of an older, no longer needed, program. If the ranking procedure 

of ZBB had been used to its fullest potential, a new program within any 

given agency could have been funded by sacrificing a low priority pro

gram. However, this desirable practice of setting priorities was not 

employed in Pima County: 

The recently completed department-by-department reviews has 
(sic) established priorities within each department, but there 
still is a need to prioritize all programs County-wide. New 
needs are emerging and funding must come from areas (depart
ments) that are currently or temporarily less essential to the 
overall needs of the County. Marginal programs, both new and 
old, should be reconsidered as possible candidates for elimi
nation (Pima County Finance Department 1977, 2). 

Due to county board policy, the supervisors and their top managers did 

not use ZBB to reduce expenditures (by examining below-current-level 

packages) or reorder county-wide priorities (by using ranking tables). 

Pima County decision-makers were also frustrated because the 

information provided during budget hearings was inadequate. While ZBB 

decision packages provided space and categories for all types (cost, 

work load, qualitative assessments) of information, the data were not 

always forthcoming. For example, not all of the costs of each activity 

were identified: "... there are still costs which remain unidenti

fied in Decision Packages" (Pima County Finance Department 1977, 2). 

While the lack of complete cost data was frustrating the 

Finance Department's efforst to assess thoroughly the fiscal impact of 
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each decision package and alternatives contained therein, the Board of 

Supervisors was even more frustrated by the lack of performance data 

(although they did not use that particular administrative label). 

Board members wanted to know what each employee in each department was 

doing, in order to answer the question; Do we really need all of these 

employees, or can we eliminate some positions? This question was 

especially prevalent in the 1978 budget hearings. While not unique to 

ZBB, performance data should have been available in decision packages. 

If so, the Board of Supervisors could have used ZBB as a control device 

to reduce the number of county employees. 

In addition to the problems of not utilizing ZBB techniques 

that could have helped them control expenditures, Pima County officials 

did not supplement ZBB with some vital information—impacts of agency 

budgets on the tax rate. That is, information concerning the projected 

tax rates was reported separately, and infrequently, during the budget

ary proceedings. Thus, announcements of total tax rates after several 

separate hearings can come as a surprise. For example, a large tax 

increase was the result of adding one-half of the departmental budgets 

approved in 1978: 

The revelation yesterday that budget actions it took Tuesday 
would increase the County tax rate by almost $1 sent the Board 
of Supervisors on a frenzied spree of fiscal conservatism. 
The board was told yesterday that its actions raise the tax 
rate for the 1978-79 fiscal year to $4.79 from the current 
rate of $3.89, although it has reviewed only half the county 
budget ... (Meissner 1978, IB). 
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ZBB decision packages do not include tax rate information, and 

obviously such information is critical to supervisors concerned about 

responding to constituency pressure to minimize taxes. 

Ironically, the same supervisors who express concern about the 

tax rate are the ones who grant department-by-department increases. By 

not scrutinizing minimtmi level packages and by not setting county-wide 

priorities they invited the outcome they did not want—an increased tax 

rate. 

Zero-base budgeting was not used successfully to control aggre

gate expenditures in Pima County. Knowing they wanted more control, 

and knowing they were not getting it, the Board of Supervisors used ZBB 

as an obvious scapegoat and abandoned the technique in the fall of 1978. 

ZBB as a Management Tool 

Zero-base budgeting as a tool for managing agency activities 

was more than Pima County officials were prepared to utilize. Since 

they did not have the patience to fully utilize what one manager called 

the "optional niceties" in ZBB, they developed two means of limiting 

management analysis, which caused further frustrations with the new 

technique. First, alternative levels of funding displayed in decision 

packages were used to continue past practices of examining only incre

mental increases, not to increase efficiency and/or effectiveness. 

Second, the ranking tables of decision packages were used as input into 

the already existing budgeting "game" rather than as tools in a new 

practice of using the budget to manage agency activities. Finally, the 
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volume of information included in ZBB (specifically, the number of 

decision packages), was not examined by policy-makers. 

Zero-base budgeting in Pima County merely created a different 

format in which the same budgeting practices that preceded its adoption 

continued unabated. Managers and department heads quickly adjusted to 

the use of decision packages as means to the same end of adjusting the 

previous year's budget rather than examining activities from a "zero 

base." During budget hearings the highest ranked decision packages 

would cumulate at some cut-off point which was equivalent to carrying 

out the same activities as were approved in the previous year. Those 

basic packages were never questioned, and any debated items during 

hearings were additions to this "base"—a practice not really any dif

ferent from the old methods. 

The Board of Supervisors became very frustrated with ZBB 

because of the unchanging results. As was discussed earlier, they were 

particularly unhappy with the continued rapid growth in the total 

budget and its effect on the tax rate. While the final increases in 

the general fund budget were less after ZBB than previously (recall the 

difference in the b coefficients reported in Chapter 3), the increases 

were still higher than politically desirable. 

Furthermore, large increases were avoided by using budget 

"adjustments" after the department-by-department ZBB budget hearings 

were concluded, not by using ZBB techniques. For example, to reduce 

the 1978-79 tax rate the board added $800,000 to the expected revenue 

from the hospital, delayed hirings to save $800,000 and refined revenue 
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projections to gain $903,000 (Arizona Daily Star 1978a, lB)o In addi

tion, cuts made to minimize the tax rate were arbitrary, not in 

accordance with ZBB decision packages. In 1978, the board simply 

ordered the Sheriff to cut $100,000, the County Attorney to cut 

$100,000, and the Highway Director to cut $200,000 (Arizona Daily Star 

1978a, IB). 

In sum, ZBB provided a new format for continuing the same old 

incremental processes, and any changes in expenditure patterns resulted 

from non-ZBB actions. The decision package format of ZBB enabled 

budgeters to establish a "base" equal to the current level of activiti-

ties that was ignored in any analytical sense. Rational, management-

oriented decisions to use alternative levels of funding to yield 

greater efficiencies were not being made in Pima County. Nor were 

alternative means of performing functions examined in order to improve 

effectiveness. 

While analysis of existing activities was omitted in the use of 

ZBB in Pima County, what was included still proved to be an overload of 

decision-makers' capacities to absorb detail. The overload did not 

result from thorough use of the decision packages (Chapter 4 discussed 

the "spotty" performance of agency analysts). Rather, the overload was 

the result of efforts by the top managers and the Board of Supervisors 

to include all the activities of every department in the reports they 

were to consider during budget hearings. 

Confronted with the large voltraie of decision packages, super

visors had one of two logical choices—cursory review of all of the 
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packages, or in-depth review of a few. In the hearings observed, their 

practice appeared to be one of minimal review of only a few packages. 

Zero-base budgeting allows for this practice because it displays 

packages in a rank-order: board members can focus only on those pack

ages closest to the cut-off line. Another method of reducing analysis 

is to select only those packages of interest (something discerned by 

reading package titles)—a frequently observed practice of board members 

during budget hearings. Neither of these two practices of the board is 

consistent with the use of ZBB as a management tool enabling a 

rational-comprehensive analysis of the public budget. 

Zero-base budgeting seems to work against itself, because of 

two techniques it employs. First, decision packages can be used to 

sustain incrementalism and avoid zero-base analysis, certainly in oppo

sition to the conceptual goals of ZBB. Second, those same packages, 

since they are divided according to types of activities and levels of 

funding, can be used to avoid examining all but a minor area of inter

est to a particular official. Trying to do it all has resulted in 

nothing being done: '"The board has tried to do everything in the past 

couple of years, and they really haven't done anything,' the finance 

director said" (Arizona Daily Star 1978b, 6a ) .  

The board may have done nothing with ZBB, but department 

analysts and heads soon learned.how to use ZBB to their advantage: 

"Board chairman E. S. 'Bud' Walker said one of the problems with the 

county's 'halfway zero-based budgeting' is that county departments can 

inflate their needs" (Arizona Daily Star'1978b, 6a). Two inflationary 
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techniques were used by departmental budgeters, both of which incor

porated ZBB ranking tables into the incremental budgeting (without 

management) "game." 

In one technique, the department's ranking can be ordered such 

that a very appealing package (either an existing function or a new 

activity) is listed as a low priority item. When this is done, the 

board is very likely to fund that package in addition to the "base 

level" of packages at the top of the ranking. The package placed low 

in the rankings is not likely to be included in, the Chief Administra

tive Officer's recommendation to the Board (which would normally "hold 

the line" on expenditures), and therefore will inflate the end product. 

The second method of inflating the budget is less obvious. A 

departmental budgeter can "pad" a given decision package in one of two 

manners. First, by creating extremely large packages (the Superior 

Courts submitted a $2 million package in 1977), a department can 

include many expenses in one very desirable activity. Second, high 

priority packages can be made to include many support services, which 

if subject to close scrutiny, would be deemed unnecessary. In either 

case, the department is able to inflate its budget because the 

reviewers (top managers and elected officials) have "bit off more than 

they could chew." A peripheral examination of multiple packages in 

multiple agencies will not very often uncover the subtle manipulations 

of budget analysts. Both of these techniques employed by agency per

sonnel to "pad" their budgets again illustrate how the management tech

niques of ZBB can be used to frustrate the control function. When the 
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management uses are Ignored, ranking tables and decision packages can 

become liabilities to decision-makers trying to gain greater control 

over aggregate expenditures. 

Summary 

Zero-base budgeting did not become the new, permanent budgeting 

practice in Pima County because it was not used to satisfy the demands 

of the policy-makers for greater control. The Board of Supervisors 

expected to gain greater control over aggregate expenditures by adopt

ing the latest budget reform—ZBB. Much of the disappointment was due 

to not using ZBB techniques. Some of the problems were due to misuse 

of ZBB techniques, and some of the problems were due to a lack of tax 

rate information in ZBB decision packages. 

ZBB was not used to reduce, or even stabilize, agency expendi

tures. The Pima County Board of Supervisors approved a policy which 

granted agencies their current level of expenditures and then ques

tioned increases—a policy which violated the ZBB practice of analyzing 

the effect of reducing expenditures. However, that policy is con

sistent with past behavior. The supervisors, like many elected 

officials, chose not to devote their energy to examining in depth 

agency activities. Possibilities for minimizing expenditure increases 

by trade-offs of one program for another were also ignored in that no 

attempt was made to rank priorities across departments. Within deci

sion packages, the data provided was often unsatisfactory to the board, 

specifically lacking job descriptions and performance data. Finally, 
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the ZBB format did not provide updated information as to impact on the 

tax rate of budgets approved during hearings. In adopting zero-base 

budgeting in 1976 the Pima County Board of Supervisors was attempting 

to rely on an administrative reform to minimize (control) public 

expenditures, but their approach to budgetary decision-making was 

inconsistent with the goals of this reform. The supervisors chose not 

to alter their previous decision-making practices in order to use the 

new source of information. Beginning in 1972, as discussed in Chapter 

3, Pima County government did change its approach to county administra

tion. However, at the time ZBB was adopted that approach had not yet 

fully developed into a system ready for a management orientation in 

budgeting. 

Between 1972 and the 1976 adoption of zero-base budgeting the 

operations of county government had grown dramatically. As displayed 

in Appendix A, the size of the general fund budget had more than 

doubled. The number of employees in Pima County government had grown 

from 2,514 to 3,661. This growth in county government was accompanied 

by an increasingly important role for top managers. As mentioned in 

Chapter 3, the County Manager's Office was created in 1972. With that 

change and the hiring of several new department heads, the nxraiber of 

professionals whose skills were directly relevant to management activi

ties increased. Certain management practices were also initiated 

between 1972 and 1976, including the practice of having the County 

Manager submit budget proposals to the Board of Supervisors after his 

negotiations with county agencies. 
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The process of Improving administrative practices should cul

minate in more direct involvement of elected officials in management 

decisions. As emphasized in Chapter 1, the present-day politician 

would be acting in his or her own best interests by being sure that 

expenditures could be minimized without sacrificing the quality of the 

delivery of essential services. Pima County supervisors, however, did 

not become more involved in management decisions. Instead they retained 

the practice of relying on administrative officers to implement broad 

policy directives. 

Users of ZBB in Pima County did not change their approaches to 

public budgeting in order to maximize the management-oriented gains of 

the reform. All of the actors in the system converted their previous 

incremental practices to the new format by using decision packages as 

incremental decision units without a rational-comprehensive analysis of 

activities. By having managers complete all the forms in ZBB and 

present them during budget hearings, elected officials exceeded their 

own capacity to absorb and react to the volume of information. 

Finally, department budget analysts were able to inflate their budgets 

by either ranking attractive packages low in priority (thus assuring 

additional appropriations), or by padding the top ranked packages they 

knew would be approved. 

In short, zero-base budgeting failed in Pima County because it 

was imposed on a system not suited for its use. First, managers had 

not developed a data base to use in decision packages. Second, top 

management did not yet have tight control over the practices of agency 
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analysts. Third, the board had neither the time nor the patience to 

closely monitor and enforce the use of ZBB, Finally, the system in 

general needed more attention given to the rudimentary concern of con

trolling expenditures through good accounting practices. ZBB is a 

budgeting technique whose time has not yet come in Pima County. 

How Success of ZBB Can Occur 

The Pima County experience provides evidence that ZBB is not 

all things for all governments. In fact, it would be most inappro

priate to attempt this reform in many governments. However, ZBB can 

serve some very productive purposes for some governments, as the other 

experiences detailed in Chapter 4 indicate. In a government that has 

developed a data base and is inclined to emphasize the management func

tion, ZBB can become a management tool that shapes information into a 

useable format, as it did in Georgia. It can also provide a decision

making criteria for choosing which of several activities will be 

funded, as it did in Wilmington. Finally, ZBB can be used as an evalu

ation tool for general analysis of agency activities, .as it was in 

Arlington County, Virginia. Some of these benefits, reflecting the 

reform's management orientation, were surfacing in its three-year use 

in Pima County, but they were not what policy-makers needed. 

As was documented in the cases reviewed in Chapter 4, both the 

quantity and quality of information in public budgeting increases when 

ZBB is adopted. Much of the information may have existed elsewhere 

(indeed, if ZBB is to succeed, the information must be available some

where) prior to ZBB, but the decision package format is invaluable in 
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centralizing the data for easy access. Furthermore, the data are dis

played in a manner conducive to understanding—everything is aggregated 

into logical decision units based upon activities. 

These new collections of information proved most useful in 

those governments whose decision-makers wanted to gain more managerial 

control by adopting ZBB. Thus, Governor Carter used ZBB-generated 

information in reorganizing government agencies and the mayor of 

Wilmington used the information to determine the value of government 

programs. On the other hand, Pima County supervisors did not utilize 

what information they received, because their budgetary concerns were 

different. They wanted control, not management. 

Zero-base budgeting can succeed in making more and better use 

of information in public budgeting—but it will do so only in those 

systems that have information available and whose decision-makers are 

prepared to utilize that information. In other systems, ZBB will 

appear to be a complicated, unnecessary budget reform. 

When utilized as a ranking device, ZBB can provide valuable 

decision-making criteria to government officials who seek a rational 

approach to making choices between various activities. Ideally, three 

sets of actors will make those choices. First, department heads must 

decide which activities are most critical to accomplish their missions. 

Second, top management officials must decide which activities are most 

critical to accomplish their missions. Finally, policy-makers must 

decide which activities they believe best serve the needs of the com

munity. In deciding general policy directions, elected officials 
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should be ranking all activities—interdepartmental priorities ought 

to be established. 

There are two benefits that result for elected officials who 

use the ranking criteria. First, the officials can be certain that 

reductions in expenditures and activities will result from their 

decisions. Second, they can effectively reduce or eliminate those pro

grams of least value (politically as well as for other reasons) and 

retain or even expend those programs of highest value. Government 

policy-makers who want to make these decisions will find ZBB a very 

useful tool. Used in this manner, ZBB serves both the management and 

control functions. 

Zero-base budgeting can provide benefits other than helping in 

fiscal decisions. The centralization of information can benefit 

managers who seek to study agency activities—as suggested by Wholey's 

(1978) adaptation df ZBB in Alexandria County. Pima County's experi

ence .demonstrates some of this use—studies that discovered means of 

replacing Sheriff's Deputies with civilians, and justification for 

eliminating the county security operation in favor of contracting with 

a private provider, were both management decision assisted by the 

information displayed in ZBB decision packages. While the information 

can be generated by other methods, ZBB has two distinct advantages. 

First, it centralizes all of the information into one document. 

Second, it links the information to functional units (decision pack

ages) such that measures of accomplishing objectives and cost-benefit 

ratios can be established for each activity. 
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The major benefits of ZBB are linked to the information it pro

vides and the procedures it employs to use that information to reach 

budgetary decisions. Not all governments can benefit from ZBB, but the 

reform is a valuable one to those governments it can benefit. This 

chapter has illustrated reasons ZBB will fail in governments like Pima 

County where it is inappropriate to attempt adoption. On the other 

hand, we have also seen, through some of the limited gains in Pima 

County and through more significant gains in Georgia and Wilmington, 

ZBB can succeed where decision-makers find it an appropriate and useful 

tool. What is required, then, is knowledge of the appropriateness of 

the reform and a strategy for assuring maximiam use—the concerns of 

Chapter 6. 



CHAPTER 6 

LESSONS IN ADMINISTRATIVE REFORM 

Administrative reform can be of value to governments that need 

to make the decision-making system more responsive to the demands of 

policy-makers. The policy-makers may, in turn, be responding to the 

demands from their constituencies to improve government administrat-

tion (especially if that improvement leads to lower taxes). The reform 

may alter the system (through substitution of one administrative prac

tice for another) such that resulting decisions produce greater effi

ciency and/or effectiveness in the delivery of services. Zero-base 

budgeting is a reform which certainly can accomplish these general 

goals of administrative reform, since it converts public budgeting into 

a decision-making process designed to effect greater efficiencies (by 

using quantitative measures of such things as work loads) and greater 

effectiveness (by relating measures of task accomplishment to objec

tives) . 

While ZBB can accomplish much in government, it will not yield 

any benefits if it is imposed on a system not yet designed to take 

advantage of the new format. Nor will ZBB mature into full realization 

if implemented hastily in any system without due consideration of 

strategy for implementation—in keeping with the framework outlined in 

Chapter 1. Like any other administrative reform, ZBB in theory has 

many obvious benefits; the problem is one of actually realizing those 

benefits when ZBB is adopted by any given government. 
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124 

Zero-base budgeting can be implemented in most government 

budgeting systems, if the appropriate strategy is employed. The 

process of installing ZBB differs according to the condition of current 

budgeting practices in a given government. Two strategies will be 

offered in this chapter—one which can be used in governments whose 

current budgeting lacks any useful data base, and one which can be used 

in governments whose existing budgeting includes data analysis and some 

good management practices (such as careful monitoring of the adminis

trative practices of middle- and low-level managers). These two 

"scenarios" for implementing ZBB will profit from the failure in Pima 

County in the sense that the same mistakes need not be made again. 

At a time when public decision-makers must make government 

function more efficiently without sacrificing effectiveness, ZBB can be 

a means to that end. This closing chapter will argue that there is 

hope for success of this reform; that the Pima County experience was a 

valuable lesson in terms of how to succeed with ZBB, not how to abandon 

the reform. Again, ZBB is not a panacea—it will not solve every 

government's problems—but it is a most appropriate reform for some. 

Concerns in Implementation 

Zero-base budgeting is a reform which emphasizes the management 

function—which means a de-emphasis of control and planning. As was 

discussed in Chapter 1, only one function at a time dominates the 

budgetary process. Therefore, we would expect governments that adopt 

ZBB to be those that are in need of better management practices, being 

satisfied with their ability to control expenditures. We would expect 
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those governments to be management-oriented, which includes some 

attempts to develop a data base useful for management purposes. As we 

enter the 1980s, some governments, such as the example of the City of 

Milwaukee used later in this chapter, are management-oriented in their 

approach to public budgeting. 

Zero-base budgeting can satisfy other budget needs (control and 

planning), but to attempt to use ZBB in this manner is to misuse it. 

This mistake is the principal lesson to be learned from the Pima County 

experience. The major error of attempting what is a misapplication of 

ZBB was manifested in a series of errors that paralleled each step in 

implementing the reform. Pima County officials, in other words, com

pleted each step toward implementation of this administrative reform in 

a manner inconsistent with the suggestions of the first chapter, which 

were taken from the works of Caiden (1969) and Backoff (1974). 

Pima County in 1976 was certainly a government "ripe" for 

refom. Everyone of Caiden's (1969, 131-32) four circtimstances of need 

existed: current demands were not satisfied; there was no capacity to 

respond to additional demands; the administration could not anticipate 

future demands; and the most effective methods of anticipating future 

demands were not adopted. The first step in implementation is "aware

ness of needs"—the public knowledge that one of the four needs is not 

satisfied. The latter part of that statement is crucial; awareness 

means that public officials know the needs are not being met. 

In Pima County, where all four needs were not met, the appro

priate administrative reform would address itself only to those needs 



that are obvious to public officials. In this case, the most basic 

need, satisfying existing demands, was the one obviously not met. Pub

lic officials may not even have been aware of deficiencies in the other 

three needs, and even if they were, their concern for meeting those 

needs was minimal (if any at all). In other words, the proposed reform 

in Pima County had to address itself to satisfying current demands— 

which were to increase policy-makers' ability to control agency 

expenditures. 

Here begins the misapplication of ZBB, because it was proposed 

as the reform which would respond to existing demands—greater control. 

In Backoff's (1974) terms, ZBB was invented as a reform which could 

assist managers and policy-makers in improving management of the system 

(the review of history of ZBB in Chapter 2 illustrates in more detail 

this development), but it was promoted in Pima County as a reform which 

would control expenditures. This inconsistency proved costly to the 

long term use of ZBB, even though it lead to the third concept Backoff 

used, adoption. 

Adoption of the reform is only the beginning; it must be fully 

implemented (integrated into the total decision-making system as the 

new method of budgeting) before it can be termed a success. The second 

step in the implementation process is to formulate a strategy for 

implementation, one which would inspire the relevant decision-makers to 

both accept and utilize the reform. Accomplishing this task is all the 

more difficult with a complex reform such as ZBB. The real advantages 

of ZBB over other budgeting techniques are not realized until all 
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facets of ZBB are in use—full utilization of alternative levels of 

funding, alternative means of performing activities, and ranking tables 

as methods of analyzing departmental activities and finding more 

efficient and/or effective uses of public funds. If these facets of 

ZBB are not used effectively, the effort needed to complete the forms 

in ZBB will not seem worthwhile, and the continued use of ZBB is 

unlikely. Such was the case in Pima County. 

Ass\iming for a moment that the inconsistency between promotion 

and adoption had not plagued the effort to implement ZBB in Pima 

County, problems still would have arisen in this second step involving 

strategy. For example, the time and instruction used in the early 

stages of implementation were inadequate, given the complexity of the 

reform. Attempting to use the reform for all departments in the first 

year overloaded the meager staff of finance officers expected to over

see the effort. Instructions to agency budget analysts were limited to 

one memorandtrai (with an example of a decision package) from the Board 

of Supervisors, and a very limited amount of counseling from finance 

officers. In effect, the Pima County Board of Supervisors in 1976 made 

the same mistake with ZBB that President Lyndon Johnson made with PPBS 

in 1965—stretching a good thing too far. The result was allowing 

insufficient lead time to prepare the system (in terms of a data base 

and decision-making structure) for ZBB, and expecting an impossible 

task of training all the budget analysts and agency heads to maximize 

the gains of ZBB. 
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Also lacking the hasty and widespread adoption of ZBB was time 

to convince all of the potential users of its benefits: to "sell" them 

on the reform. Since as Caiden indicated in the discussion of strategy 

(1969, 142), the initial steps of any reform are judged most critically, 

taking time to establish early success is vital. Furthermore, the lack 

of time and training resulted in under utilization of all the facets of 

ZBB, which in turn meant that ZBB did not demonstrate early results 

toward achieving any of the proclaimed objectives. 

The blanket application of ZBB without adequate training was 

also evidence of another oversight in the strategy employed—not 

designing the reform for local circumstances. Policy-makers in Pima 

County failed on two counts regarding this step. First, ZBB itself was 

not the best technique to resolve the problems in 1976. The problems 

revolved around a need to satisfy the demands for greater control over 

agency expenditures, which indicated a need for better control tech

niques in budgeting—not the management-oriented ZBB. A reform such as 

performance budgeting would have been far more appropriate; even simply 

improving accounting practices would have been a better option. 

Second, in adopting ZBB the Board of Supervisors should have limited 

its early use to a few "test" departments and gradually expanded its 

use throughout all county departments. Such a strategy would have 

evidenced more awareness of the limited capacity of Pima County 

managers to monitor implementation of a new budget format. 

Two aspects of good strategy were adhered to in Pima County— 

but one of them led to further problems. First, the virtues of the 
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reform were extolled rather than the defects of the previous practices. 

With the exception of some remarks made by a top manager (decrying the 

total lack of information and poor performance of department heads 

(prior to ZBB), all of the top officials interviewed for this study 

were very praiseworthy of ZBB without sharply criticizing previous 

practices. Second, the reform was instituted without threatening those 

who were expected to use the new methods. Quite the contrary happened; 

those who used the new methods were able to use them in such a manner 

as to achieve the same old results that benefited them in their quest 

for even larger appropriations. Further, no positive incentives or 

negative sanctions were imposed to entice those officials to change 

their procedures. 

The ability of agency officials to use the ZBB foirmat as a dif

ferent means to the ever-present ends of inflating their budgets was 

discussed in the previous chapter. This phenomenon indicated that the 

dilemma posed in the first chapter, which all budget reforms confront, 

was not adequately resolved in Pima County. Effectiveness of the 

budget reform (ZBB) was apparently sacrificed at the altar of accept

ability to system actors. Given all the problems already plaguing ZBB 

in Pima County, however, this problem may have been unique to this 

case. Perhaps with greater lead time and more adequate training, par

ticipants would both accept and fully utilize the reform. At a mini

mum, management would have time to devote to problems of creating and 

enforcing incentives to utilize more fully the reform—including a more 

thorough "policing" of agency submittals. 
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In spite of the problems encountered in adopting ZBB in Pima 

County, the final step was undertaken—implementation. This involved 

a wholesale substitution of ZBB for earlier budgeting techniques. By 

edict of the County Board, ZBB was imposed on the system because the 

supervisors believed it would prove to be the answer to their fiscal 

problems. As was discussed in Chapter 1, implementation is often 

designed to remedy organizational rigidity. Such was the case in Pima 

County, where ZBB was intended to provide agencies with the ability to 

adjust their patterns of service delivery so as to respond to the 

demands of the county supervisors. For example, decision packages 

should have shown the supervisors how expenditures could be reduced 

without sacrificing essential services. In addition, the process of 

ranking packages should have enabled the supervisors to set priorities 

both within departments and throughout county government. These uses 

of ZBB would have enabled the politicians to respond to the public 

demand for minimizing expenditures without sacrificing the quality of 

essential services. 

Neither of the above two uses of ZBB to respond to current 

needs was realized, because the information generated in ZBB decision 

packages was not utilized by Pima County policy-makers. The format of 

ZBB, as was discussed in Chapter 2, is conducive to providing useful 

information in an understandable format. However, the decision pack

ages in Pima County's budget did not always contain precise information 

relevant to the activity being funded. Instead, the information was 

either general description or aggregated data, neither of which could 
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answer the specific questions of county supervisors (such as those ask

ing what each employee was doing). Thus, the type of information was 

for the most part inadequate. 

The use of what information did exist in Pima County ZBB was 

also inadequate. To reiterate what was said in Chapter 1, political 

decision-makers are key actors in determining the success or failure of 

budget reform. If the information provided in the new format is to 

make any real difference, those decision-makers must be the ones to use 

that information to shape new policy directions, or at least to exer

cise greater managerial control over agency activities. The informa

tion must be of adequate quality (in terms of providing new insight 

into resolving current fiscal problems) to entice use by decision

makers, a condition that did not exist throughout Pima County decision 

packages. The Pima County supervisors did not utilize the information 

that was included in decision packages, and that shortcoming was the 

nail in the coffin sealing the doom of ZBB in Pima County. 

Stanmary; The Pima County Experience 

Several mistakes were made in attempting to implement ZBB in 

Pima County. As a result of those mistakes, the reform was never fully 

accepted. While the three year use of ZBB can be considered as the 

implementation step in Caiden's framework (as was done in the previous 

paragraphs), the reform did not become the permanent, fully accepted 

means of public budgeting. Some officials (department heads and 

budgeters) resisted the reform, others (top management) partially uti

lized it, and others (county supervisors) questioned its contributions. 
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Certainly, then, ZBB was not a success in Pima County. However, the 

lack of success was due more to local circumstances than to defi

ciencies in the reform. 

The principal characteristic of the local situation in Pima 

County hindering effective use of ZBB was that the government was ripe 

for a reform tailored to resolve needs to control expenditures. 

Imposing ZBB on that environment was a misfit—a management tool in a 

control-oriented context. Policy-makers in Pima County wanted to make 

arbitrary decisions to limit aggregate expenditures, which requires 

accurate accounting of funds. They were not interested in making the 

management-oriented decisions implicit in ZBB, such as changing opera

tional procedures in order to increase efficiency or choosing among 

various alternatives in order to increase effectiveness. The manage

rial benefits of ZBB will not be realized in this situation, which 

means the uses of ZBB will not achieve the expectations created by the 

promises. The resulting disappointment of public officials is com

pounded by the increased volume of paperwork. In short, policy-makers 

will be extremely frustrated with the reform because it does create at 

least the appearance of a greater commitment of time to complete the 

required forms and hear the detailed requests. 

In addition to the conceptual inconsistencies just described, 

some pragmatic problems also plagued Pima County's attempt to use ZBB. 

Specifically, the strategy of implementation did not permit adequate 

lead time to persuade all of the relevant actors to fully institute the 

reform and to train all of the budget analysts in the new techniques. 
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Further, top managers were "overloaded" in the sense that they were 

given the responsibility of implementing the reform throughout the 

government—the same blanket approach error that the national govern

ment made with PPBS in the 1960s. Finally, because of the overload, 

top managers were unable to police adequately the use of ZBB, and 

department officials were able to use the format as a means to the same 

ends as always--inflating their budgets» 

The record of ZBB in Pima County was a dismal one. However, 

other governments (Texas, Georgia, Wilmington) have had more success 

with the reform. The promises of ZBB are very real, and its ability to 

deliver on those promises was not contradicted by the Pima County 

experience. Instead, that experience proved that ZBB is not a uni

versally applicable technique. It ought not be attempted in a control-

oriented budgeting environment, and it ought not be attempted unless, 

and until, the managers expected to monitor it are prepared to do so. 

Successfully Implementing ZBB 

The obvious question remains after analyzing Pima County's 

failures: How can ZBB be successfully implemented? The answer to that 

question is different, depending on which of two basic circumstances 

prevails in the government under consideration- Those two circum

stances are: 1) governments that are control-oriented and in need of 

improved budgeting practices; and 2) those governments that are 

management-oriented and in need of improved budgeting practices. The 

time and effort needed to fully implement ZBB is drastically different 

for each of those two circimistances. 
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In either circumstance, a strategy for implementation is 

required which recognizes the unique characteristics of the system 

under consideration and adjusts to those characteristics. This 

involves preparing relevant actors for ZBB, developing whatever data 

base and management practices are necessary, and convincing the rele

vant actors to fully utilize the reform. These steps must be taken 

without compromising the gains expected from the use of 2BB--the truly 

difficult aspect of implementation. 

Applying ZBB to Control 

While the Pima County experience indicates ZBB ought not be 

attempted when the primary need is for control, it can nonetheless be 

an end result of a series of steps designed to convert existing prac

tices into a ZBB process. Such an incremental progression to ZBB would 

benefit any government, and is therefore a commendable undertaking. 

However, the costs involved must be carefully weighed against the long 

term, somewhat uncertain, gains expected. Public officials pursuing 

this course of action must also keep in mind the very real possibility 

of early rejection of their scheme. 

A series of suggested steps to reach the full realization of 

ZBB would begin with a more detailed accounting of the funds within the 

general line item categories. The second step is to develop purpose or 

activity accounts which link expenditures to given activities within 

each agency (performance budgeting). The third step, which can only be 

implemented after decision-makers are satisfied with the control 

achieved in the first two steps, is to increase the data available by 
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developing work-load measures, efficiency ratios, and measures of the 

effectiveness of service delivery. After these measures are developed, 

the budgeting system is ready for the fourth step, use of ZBB. 

The four steps just outlined would take a considerable length 

of time in governments like Pima County that have not yet begun to 

shape their budgets in this direction. The first step is perhaps the 

most critical, because it will lay the groundwork for what follows— 

both in terms of developing a data base and in terms of shaping the 

attitudes of the participants. A detailed accounting of funds will 

enable future budgeting systems to specify what programs the funds are 

assigned, and how much service is "bought" with the money. In the 

process of improving the system in order to trace the actual use of 

dollars, a new attitude of fiscal awareness and concern should be 

implanted into budget analysts and managers. That is, making the bud

getary process one that is designed to control expenditures will force 

the participants in that process to be more conscious of the accounting 

practices and into being responsive to the needs of the government. 

The gains expected in this crucial first step can be realized 

only if the leaders of the government—elected policy-makers—are com

mitted to reform and are patient in achieving long term goals. Their 

commitment is essential if other participants in the system are to be 

expected to comply with new procedures. Those actors cannot be 

expected to change their existing patterns of behavior and attitudes 

unless compelled to do so. Thus, the elected officials must insist 

upon compliance, reprimanding those who do not comply and rewarding 
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those who do (the negative and positive incentives discussed in Chap

ter 1). The opposite occurred in Pima County, where the Board of 

Supervisors assvimed a complacent attitude concerning the compliance of 

departments with the new budget reform. 

Those of us who wish to avoid the mistakes of Pima County in 

advocating administrative reform are best advised to carefully consider 

the demands of elected officials in devising our reform strategies. In 

this first scenario for adopting ZBB (when the previous practices were 

ineffective), the demands of Pima County Supervisors could be satisfied 

directly by the early steps of the reform process. In this manner, 

active participation by those officials is far more likely. Although 

their full commitment can never be guaranteed, a refoirm strategist 

(either a consultant or a manager in government) can maximize the 

chances of their support by promoting the refoirm as one that will 

immediately begin responding to current needs. Thus, the first step of 

this recommendation is for a more detailed accounting of funds, which 

will in turn enable better control. Since more effective control is 

the primary need of the system, elected official support is expected. 

With that support and adequate time, subsequent steps should 

follow easily. If the promotion of the reform promises limited gains 

early, resulting from better control of expenditures, the early gains 

so crucial to a long range complex reform process can be realized. 

Given early gains, policy-makers will have the confidence required to 

proceed to the second step, developing activity accounts. This step is 

necessary in further developing the data base that will be needed in 



137 

later steps. The general line expenditures carefully controlled in the 

first step are now divided into program (activity) accounts that more 

clearly indicate the ultimate use of public funds. This step will 

further enable policy-makers to control expenditures, since they will 

be able to question the amount of funds spent on activities rather than 

merely questioning aggregate levels of expenditures in general line 

items. Crucially, their knowledge of the actual use of public dollars 

has increased in both the first and second steps. 

The third step adds even more information to the budget docu

ment by reporting measures of efficiency (such as man hours per unit of 

output) and effectiveness (such as percent of objective accomplished). 

In this step the policy-makers should have more accurate and thorough 

measures of "who does what" among government employees. Efficiency 

measures will help policy-makers and managers determine the usefulness 

of new techniques. Effectiveness measures will help elected officials 

determine the value of various government programs. Thus, the third 

step is very close to full realization of the long term goals of this 

suggested reform process. 

Since this process does not come close to realizing long term 

goals until the third step, an important strategic consideration is 

keeping all the participants involved in the process until this step is 

completed. This can be accomplished by introducing only one step at a 

time, and producing tangible benefits in each step. Therefore, the 

gains of efficiency and effectiveness ought not be included in early 

promotion of the reform, but instead must wait for later discussion. 
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However, those gains are part of the total "package" introduced in 

early steps. Unless the long range aspirations are included from the 

beginning, policy-makers may be satisfied with early accomplishments 

and not proceed to the later steps. These final gains must be part of 

the expectations, but not promoted as early gains. 

The final step is one that completely realizes all of the 

promises of the reform that convinced the participants to embark on the 

path toward radical reform of their budgeting procedures. In this step 

the data generated in earlier steps are used to prepare a zero-base 

budget, complete with detailed decision packages for each activity 

within any given department. This conversion to decision packages 

should be phased in—an appropriate number of departments each year 

(the number depends upon the confidence policy-makers have that the 

departments will comply with the new procedures and upon the capacity 

of top level management to monitor compliance). The phase-in strategy 

should prevent an overload of the decision-making system. 

This final step will yield the benefits of ZBB without an 

unbearable increase in the costs of public budgeting. The benefits are 

those that have been discussed in previous chapters—examination of 

alternatives (both in levels of spending and in means of performing the 

function), ranking of programs (both intra- and interdepartmental), 

more rational decision-making (the criteria being decision packages 

rather than percentages of the aggregate line item expenditures), and 

the centralization of a data base for further use in the management of 

government activities. Those benefits will be realized because the 
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participants in the system, having been incrementally led to this 

fourth step, will be prepared to accept it—both in practice and in 

attitude. We expect that this final step would be realized after 

approximately five budget cycles. 

The conversion to ZBB has been slowly introduced, with whatever 

resistance the relevant actors may have being broken down in successive 

steps. Thus, by the time the final step is implemented, the necessary 

training is virtually all accomplished, and only one last effort is 

required to finish preparing budget analysts, department heads, top 

management, and elected officials. Assviming successful results from 

each of the three previous steps, policy-makers will be predisposed to 

using ZBB, a far cry from what happened in Pima County. Their attitude 

will be one of gleaning the benefits of the reform from its use. 

The costs of completing the ZBB format will be minimal when it 

follows the data-generating steps of this recommendation. Completing 

the paper work of decision packages will be a matter of linking the 

data generated by performance budgeting and the measures of efficiency 

and effectiveness of program activities as defined by the objectives in 

each package. The time consximing work in this transition to ZBB will 

involve determining what are to be the decision units. This aspect of 

ZBB is most rewarding and well worth the effort, since it defines the 

building blocks for future analysis. Eliminated in this strategy of 

achieving a productive use of ZBB is the painful, and often hopeless, 

process of creating the data base after the application of the ZBB 

format. 
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The key element in the strategy for implementing ZBB just out

lined has been the patience in building up the system's preparedness 

for assimilating the new format. Rather than rushing "pell mell" from 

a system without control into a complex reform designed for improving 

management, this strategy has been one of accomplishing first things 

first. The first step was to gain control over aggregate expenditures; 

the second step was to convert that control to an activity-oriented 

approach to budgeting; the third step was to expand the data base in 

the budget document; and the final step was to use earlier steps as 

input into the new ZBB process. This strategy should deliver on its 

promises at each step and therefore retain the involvement of important 

actors, including elected officials. 

Applying ZBB to Management 

The previous strategy developed a series of steps which cul

minate in introducing ZBB in governments that began with virtually no 

analysis, even no information, in public budgeting. Obviously, a dif

ferent strategy is required when the new reform is to be applied to a 

system that already incorporates elements of management. However, the 

same principles of an effective strategy apply. The reform must be 

structured to respond to the needs of the government, and the important 

actors must be involved in implementation. 

The moat important element in this second recommendation is to 

build from the existing system. If public budgeting has advanced 

beyond the most basic control needs to management concerns, we can 
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assume that the system generates some worthwhile data. That data 

should be incorporated into the new ZBB procedures. 

A new budgeting system will be incorporated only when some 

needs are not being met by the existing system. In this second 

strategy, the unmet needs will be concerned with satisfying either 

extra and/or future demands; the existing system is assumed to be 

satisfying current demands. Therefore, ZBB will be introduced as a 

tool for finding means of satisfying extra demands (priority ranking 

can do this by finding trade offs), and as a tool for anticipating 

future demands (a thorough analysis of existing activities should 

reveal any gaps in service provisions). Promoted as a means of meet

ing these needs that require more than the present system (which func

tions well to satisfy current demands), ZBB is likely to be adopted by 

the government in question. 

Adoption, of course, is only an early phase of total imple

mentation. In order to assure permanent utilization of the new system, 

key actors in the system must support the reform and enforce its use. 

Once again, the elected officials of government are the most important 

ones to convince of the gains of ZBB. Their commitment to the new 

techniques and resulting use of those techniques is the most effective 

force possible for inspiring others to go along. Elected officials 

should initiate the reform in a policy statement and follow up the 

statement with careful monitoring of the activities of management to 

implement the new techniques. 
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The need to show tangible results early is difficult to satisfy 

when instituting ZBB as a reform to improve an already vibrant budget

ing system. However, the results can be perceptual ones rather than 

the concrete gains necessary when trying to achieve greater control. 

That is, the participants in the system may be satisfied in the short 

term if they perceive long term gains. In the type of system we are 

now considering, current demands are already satisfied, so the reform 

will benefit government by satisfying future needs. Some immediate 

concrete gains can be realized, though, as ZBB enables decision-makers 

to rank their priorities as a means of discovering necessary trade-offs 

to satisfy extra demands without increasing revenues. 

If ZBB is implemented in a government that already has a satis

factory budgeting system, it actually has a better chance of being suc

cessful (in terms of benefiting the system). There are three reasons 

for this assumption. First, the information used in current budgeting 

practices can be converted into the necessary format for use in ZBB 

decision packages. Second, managers capable of utilizing a management-

oriented system (such as performance budgeting) should be well trained 

officials that can more readily adapt to a new system. In short, they 

are likely to be more competent. Their previous training and current 

orientation are compatible with the techniques of ZBB. Third, elected 

officials have clearly expanded their expectations for public budgeting 

beyond control and are therefore more likely to actively support ZBB. 

These systems, in sxam, can assimilate ZBB as a logical progression from 

what they already have. This is a completely different approach than 
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that needed by the type of governments discussed in the first recom

mendation. 

The approach to implementing ZBB suggested by the second 

recommendation is currently being undertaken by the city of Milwaukee, 

Wisconsin. Beginning with two test departments in 1979, the city is 

converting its existing performance budgeting system into its new ADAP 

(Allocation/Decision/Accountability/Performance) system, which uses 

both ZBB and performance budgeting techniques. This approach retains 

the best elements of one system and expands into a new approach to 

budgeting. ADAP is a complete substitution of one system for another, 

with accompanying new forms and new decision rules. 

The reform is being promoted, as suggested in this recommenda

tion, as one that will prepare to meet future demands by providing 

rankings: 

Most importantly, at a time when there are increasing demands 
and dwindling resources, ADAP provides a system for setting 
program and service priorities within and among city depart
ments. Such a ranking of services gives decision-makers a 
rational method of determining what can be afforded, where 
the line of appropriation is to be drawn, what services 
should be eliminated, and what funds should be reallocated 
among programs and services (Anderson 1979, 8). 

The new reform is being phased in over a three year period, which 

should avoid overloading decision-makers during the learning phase. 

Furthermore, the phase-in enables the decision-makers to be sure "the 

new budget is . . . customized to fit Milwaukee's needs and unique 

experiences" (Anderson 1979, 8). 

The Milwaukee experiment with ADAP illustrates the essential 

ingredients for successful reform. Elected officials are supporting 
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the new procedure~-the city recently initiated an executive budget and 

the mayor is the major proponent of the new system (the ADAP acronym is 

his creation). The previous system is fully utilized in the new 

approach, the old is used as well as the new. The reform is viewed as 

an improvement, but not a total rejection of everything that came 

before. Finally, the phase-in strategy gives policy-makers time to 

gain support from other actors in the system, and it gives everyone a 

chance to become acclimated to the new procedures. 

Two recommendations for implementing ZBB have now been pro

posed. The first recommendation does not immediately adopt ZBB, 

because governments must first gain adequate control over agency 

expenditures. Only after those governments have adequate control and 

are ready to shift the emphasis in budgeting to management is ZBB 

introduced into the system. In the second recommendation, which is the 

more likely candidate for successful introduction of ZBB, the reform is 

immediately introduced into a government that is already attempting to 

emphasize the management function of public budgeting. In either 

recommendation, the basic strategy is the same—gain a commitment from 

the elected officials and structure the reform to satisfy the needs of 

the system. 

Conclusion 

This document has examined zero-base budgeting in an effort to 

learn more about administrative reform as a useful approach to resolv

ing fiscal dilemmas. It has also studied the problems that arise in 

attempting to implement administrative reform, recognizing that 
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proposing the best possible reform is of little value unless that 

reform actually becomes the new, accepted way of doing things in 

government. While we must admit the problems in generalizing about 

administrative reform from one specific reform, and in generalizing 

about the success of that one type from a few cases, the lessons 

learned in this research are valuable ones to consider. 

Zero-base budgeting is a reform which can help policy-makers 

resolve problems of matching limited revenues to continuing or expand

ing expenditure needs. The decision package format provides informa

tion that can be used in analysis to determine more efficient means of 

performing activities and more effective means of achieving objectives. 

The practice of including alternative means of performing the same 

function and alternative levels of funding that function gives 

decision-makers options to use in a rational decision-making model. 

The approach to public budgeting becomes one of decisions made accord

ing to functional units rather than according to aggregate percentages. 

Zero-base budgeting in theory is a sound idea, but how is it in 

practice? The review of relevant examples in Chapter 2 indicated that 

in its early years ZBB was meeting with some success in several dif

ferent governments at all three levels in the federal system. However, 

the evidence was relevant only to early experiences and was suggestive, 

not conclusive. The same chapter did provide evidence of earlier 

failures of budget reforms (especially of PPBS). Those failures were 

due to misapplication of the reforms (management or planning reforms 

attempted in an environment stressing control), and to poorly planned 
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strategies of implementation (such as the system wide blanket approach 

of President Johnson with PPBS in 1965). 

In an effort to incorporate more conclusive evidence into the 

search for knowledge of the usefulness of ZBB, Chapters 3 and 4 

detailed the research and findings based upon the three year use of ZBB 

in Pima County, Arizona. Also included were earlier findings based on 

case studies in three other jurisdictions—the state of Texas, the 

state of Georgia, and the city of Wilmington, Delaware. The findings 

of those chapters were that ZBB did contribute new and better informa

tion to the budgetary process; it did change budgeting practices; and 

it did provide the opportunity for changes in public policies. However, 

no changes in policy, including incorporating new efficiencies in 

service delivery, could be attributed directly to the use of ZBB. 

Zero-base budgeting was abandoned in Pima County at the end of 

the three year period. Chapter 5 analyzed the reasons for discon

tinuing ZBB, which centered around the misapplication of a management 

reform in a control environment. Due in large part to the inappro-

priateness, ZBB did not receive the support of the actors in the sys

tem, and no measurable gains were realized from its use. Therefore, 

when county supervisors began to question the merit of continuing the 

ZBB process, it quickly crumbled. 

In sum, the principal lesson to be learned from the experiences 

of Pima County with ZBB is that changes in (reforms of) the budgetary 

process must be tailored to the specific needs of the government 

involved. The Board of Supervisors in Pima County erred in 1976 by 
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blindly adopting the glamorous reform of the times rather than thor

oughly assessing their own unique needs, setting their own objectives, 

and taking steps to resolve their own problems. What worked in Georgia 

will not necessarily work elsewhere. All too often the transferability 

of success is assumed and critical assessment of needs and alternatives 

is forsaken. The lesson for governments considering budget reform, 

then, is to be sure of satisfying their own unique set of current 

needs. 

The lesson in this study for advocates of administrative reform 

is that such advocacy needs to be tailored to the climate of expecta

tions involved. A reform which emphasizes management should not be 

imposed in an environment in which the major concern is control. If 

the most desirable reform is a complex one such as ZBB, it must be 

implemented through a series of incremental steps, with the entry step 

depending on the state of the budgeting art in the government involved. 

Finally, improving budgeting systems is a laudable and necessary goal, 

but the means of improvement must be tailored to individual govern

ments. A single grandiose scheme such as zero-base budgeting is not 

necessarily best for all jurisdictions. 

The mood that emerges from this discussion is one of realistic 

optimism. The realism results from a better understanding of the prob

lems inherent in implementing even the best of administrative reforms. 

The optimism is a result of the belief that reform can work, it can 

contribute to better public decision-making, and effective implementa

tion strategies are possible. 



APPENDIX A 

ADOPTED BUDGETS OF THE GENERAL FUND AND SELECTED 

DEPARTMENTS IN PIMA COUNTY FOR FISCAL 

YEARS 1972 THROUGH 1978 
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Adopted Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year 
Budgets 1972 1973 1974 1975 1976 1977 1978 

General 
Fund $16,247,956 

Sheriff's 
Dept. 4,059,609 

County 
Attorney 787,127 

Juvenile 
Court 1,106,469 

$18,813,553 $24,387,852 

5,845,442 7,072,049 

1,363,409 1,837,099 

1,413,620 1,979,578 

$28,667,400 $35,731,697 

8,031,500 10,504,307 

2,190,000 3,184,264 

2,298,600 2,826,401 

$37,594,431 $39,031,198 

11,403,969 12,733,121 

3,421,854 3,737,294 

3,812,989 3,213,430 



APPENDIX B 

SUMMARY OF RESPONSES TO ZERO-BASE 
BUDGETING QUESTIONNAIRE 

Question Responses 

1. What effect did the zero-base budget
ing system have on the time and effort 
spent in budgeting preparation during 
the first year of its implementation? 

a. Increased considerably 
b. Increased slightly 
c. Remained about the same 

25 
1 
1 

d. Decreased slightly 
e. Decreased considerably 

2. Now that the zero-based budgeting sys
tem has been implemented, how great is 
the time and effort spent in budget 
preparation in comparison to the pre
vious incremental budgeting system? 

a. Much greater 11 
b. Slightly more 11 
c. About the same 4 
d. Slightly less 
e. Much less 

3. Did the agency head become more 
involved in budget formulation after 
the implementation of zero-base budget
ing? 

a. Much more involved 9 
b. Slightly more involved 7 
c. About the same 10 
d. Slightly less involved 
e. Much less involved 3 
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Question Responses 

4. Did first-line supervisors become 
more involved in budget formulation 
after the implementation of zero-base 
budgeting? 

a. Much more involved 
b. Slightly more involved 
c. About the same as before 
d. Slightly less involved 
e. Much less involved 

5. Do you feel adequate advanced planning 
on the part of the Budget Bureau was 
conducted before implementation of the 
new zero-base budgeting system? 

a. Yes 
b. No 
c. Uncertain 

6. Do you feel you received adequate 
instructions during the first year of 
zero-base budgeting to properly prepare 
your budget requests? 

a. Yes 
b. No 
c. Uncertain 

7. Do you feel you presently have adequate 
instructions as to how to properly pre
pare a zero-base budget? 

a. Yes 
b. No 
c. Uncertain 

8. During the first year of operating with the 
zero-base budgeting system, did you have 
adequate cost data available to properly 
prepare decision packages? 

a. Yes 
b. No 
c. Uncertain 

17 
8 
3 

1 

13 
11 
4 

18 
9 
1 

23 
3 
3 

8 
17 
3 



Question Responses 

9. Do you feel you presently have adequate 
cost data necessary to properly prepare 
a decision package? 

a. Yes 
b. No 
c. Uncertain 

10. Did the implementation of the zero-base 
budgeting system cause a shifting of 
financial resources among functions in 
your agency? 

a. Large shifting of financial resources 
b. Some shifting of financial resources 
c. No apparent shifting of financial resources 
d. Uncertain 

11. All good budgeting systems generate infor
mation for management planning and control. 
What effect did the zero-base budgeting 
system have on the quality of management 
information as compared to the previous incre
mental budgeting system? 

a. Quality of management infoirmation sub
stantially improved 

b. Quality of management information 
slightly improved 

c. About the same as before 
d. Quality of management information slightly 

decreased 
e. Quality of management information sub

stantially decreased 

12. After your agency has submitted its decision 
package rankings for executive review, were 
you notified of any changes in these rankings 
and the reasons for the change? 

a. Always 
b. Most of the time 
c. Seldom 
d. Never 

19 
5 
4 

1 
20 
7 

10 

11 
7 

11 
14 

2 
1 



Question Responses 

13. Presently you are required to prepare 
decision packages representing differ
ent levels of effort for each function. 
Do you feel it is practical to prepare 
a decision package representing a 
minimum level of effort? 

a. Yes 
b. No 
c. No opinion 

14. This study is very interested in your 
opinion of the zero-base budgeting sys
tem. Which of the following alternatives 
do you feel is in the best interest of Pima 
County? 

a. Continue the zero-base budgeting 
system substantially as it operates 
today 

b. Continue the zero-base budgeting system 
with some major modifications 

c. Continue the zero-base budgeting system 
except that it not be employed every 
year 

d. Discontinue the zero-base budgeting 
system 

15 
12 

8 

16 

3 

1 



APPENDIX C 

SUMMARY ANALYSIS OF THE ROLE OF INFORMATION 
IN PIMA COUNTY BUDGETING 

Role of Information 
Time 

Pre ZBB 
Period 

During ZBB 

Increased Quality Not applicable Yes 

Increased Quantity Not applicable Yes 

Use by Elected Officials Limited Limited 

Type Demanded by Elected 
Officials No No 

Useful for Control No No 

Useful for Management No Somewhat 

Useful for Planning No No 

Impact on Policy None None discernable 
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