
BUDGET FORMATS 

By presenting selected information in particular ways, budget documents focus attention on 

certain questions, relationships, and developments. Because budget formats “establish the rules 

by which the budgeting game is played (the decision rules)” and also “create the standards by 

which success is measured (rules of evidence),” formats are important to public budgeting. 

“When we speak of budgeting formats, we are talking about the way in which budgeting 

information is structured, the kind of information that is required to justify budget requests, and 

what kind of questions are asked during the budget review process” (Morgan, 2002, p. 71). 

There are four general types of approaches: line-item, performance, program, and zero-based, 

plus hybrids. Table 1 compares them and the following discussion describes them in detail. 
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Reprinted by permission. Morgan, Douglas, with the assistance of Kent Robinson and support of 

Drew Barden and Dennis Strachota, 2002. Handbook on Public Budgeting. Portland State 

University, Hatfield School of Government, State of Oregon edition, Table 7-6, pp. 162–163, 

http://eli.pdx.edu/erc/morgan/handbook6.doc.  

 

 

Alternative Methods of Budgeting  

Line-Item Budgeting  

A line-item budget lists, in vertical columns, each of the city’s revenue sources and each of the 
types—or classes—of items the city will purchase during the fiscal year. Following is an 
example of how line-item budgeting would be used in a small town public works department. 

The line-item budget, which is the most widely used of all budgeting systems, offers many 
advantages. It is comparatively easy to prepare and doesn’t require sophisticated financial skills. 
Also, the line-item budget is straightforward, simple to administer, and readily understood by the 
city council, city employees, and citizens. Moreover, the simplicity of the system makes it easier 
for the city council and administrator to monitor revenues and expenditures, which is important 
in this era of shrinking resources. 

DEPARTMENT: Public Works  

Expenditure 
Classification  

Previous Fiscal 
Year 1996-97: 

Actual  

Current Fiscal Year 
1997-98: Budgeted  

Next Fiscal Year 
1998-99: Request  

Personal Services  $  $  $  

Supplies  $  $  $  

Contractual 
Services  $  $  $  

Capital Outlays  $  $  $  

TOTALS  $  $  $  

 
The major deficiency of line-item budgeting is that the laundry-list format of the system provides 
no method of determining the amount of a particular city service produced by a given level of 
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spending. Also, the broad expenditure categories used in a line-item budget make it difficult to 
set service priorities because there is no way to calculate the quantity or quality of services that 
would result from various expenditure levels. 

 
Program Budgeting  

Unlike the line-item budget, which lists total departmental appropriations by items for which the 
city will spend funds, a program budget displays a series of “mini-budgets,” which show the cost 
of each of the activities that city departments perform. In the case of the water department, for 
example, a separate mini-budget would be established for water production and distribution, 
water system repair and maintenance, and meter reading.  

The sample below shows the budget for the street sweeping program of a public works 
department. Each of the other programs conducted by the department—street repair, solid waste 
collection, and inspection services—would have a similar, separate budget.  

 
DEPARTMENT: Public Works  
PROGRAM: Street Sweeping  

Expenditure 
Classification  

Previous Fiscal 
Year 1996-97: 

Actual  

Current Fiscal Year 
1997-98: Budgeted  

Next Fiscal Year 
1998-99: Request  

Personal Services  $  $  $  

Supplies  $  $  $  

Contractual 
Services  $  $  $  

Capital Outlays  $  $  $  

TOTALS  $  $  $  

 
Program budgeting enables the city council and administrator to identify the total cost of each 
municipal service and set spending levels and priorities accordingly. The downside to the 
program budget approach is that considerable time is required to establish and maintain the 
system. Also, programs tend to overlap, both between departments and within the same 
departments, which can make collecting data difficult. 

Performance Budgeting  

Performance budgeting is the same as program budgeting, except that one additional 
component—performance—is included to tie expenditures for each program to specific goals 
established for that program. For example, the amount budgeted for street sweeping would be 
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tied to an expected level of performance, such as sweeping “X” number miles of streets during 
the fiscal year. 

If the city council chooses to increase the level of street sweeping to sweeping residential streets 
once every two weeks rather than once each month, the council can easily relate the cost of 
sweeping per mile and then multiply this figure by the additional miles that are to be added to the 
street sweeping program to determine the new budget figure. 

Performance budgeting provides spending data that the city council and administrator can 
examine at the end of the fiscal year to identify the amount of service that each city department 
has actually produced. Additionally, by knowing the exact cost of each service, the council can 
determine its relative usefulness compared to the other spending priorities. 

The negative aspect of performance budgeting is that it is difficult to develop measurable 
performance goals for simple programs, such as street sweeping. It is hard to set measurable 
goals for emergency medical services and other less-quantitative programs. Also, data collection 
can be difficult. 

Zero-Based Budgeting 

Zero-based budgeting is a system that requires all departments to defend their programs and 
justify their continuation each year. Instead of simply penciling in the amounts of the additional 
funds that are needed in each account, the department head must prepare a series of “decision 
packages” that describe—and justify—each of the department’s programs in detail. 

For each program, the department must show: the various levels of service that could be 
provided with different levels of funding—including zero funding; alternative courses of action; 
and the consequences of funding the service at different levels, or not funding it at all. 

In the decision package below, the head of the public works department is required to show what 
would happen if the amount budgeted next fiscal year for street sweeping were reduced by 25 
percent. Similar decision packages would have to be prepared to show the effects of maintaining 
the funding at the current level, of increasing and of reducing expenditures by various 
percentages, or abolishing the program altogether. 

DEPARTMENT: Public Works  
PROGRAM: Street Sweeping  

Instructions: Complete this decision package on the assumption of three different levels: 
continuation of the current funding level; a 10-percent reduction; and a 25-percent reduction.  
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Program 
Costs  

Continuation of the 
Current Level of 

Funding  

Assuming a 10% 
Reduction in 

Funding  

Assuming a 25% 
Reduction in 

Funding  

Personal 
Services  $  $  $  

Supplies  $  $  $  

Contractual 
Services  $  $  $  

Capital 
Outlays  $  $  $  

TOTALS  $  $  $  

Please describe the desired results of this program:  

Please list any alternatives and describe them:  

How and when will the results be accomplished:  

For each level of service, please clearly identify the results of operating at that level of 
funding:  

What would be the result of totally eliminating this program?  

Upon completing the decision packages for each program, the department head ranks each 
program’s relative importance to the other programs within that department. This ranking 
enables the department head to express opinions on service priorities.  

If cutbacks become necessary, the council can begin by trimming the lowest priority service by 
the smallest amount of expenditure shown in the decision package for that program. The council 
can make future reductions by working upward through other higher-ranking programs. It is 
important that each department head follow closely the priorities established by the city council 
in the policy statement that was issued before the staff began working on the budget.  

The most positive feature of zero-based budgeting is that it requires a thorough evaluation of all 
programs on a continuing basis and encourages proper funding for priority programs at the 
expense of less useful programs. The major drawback to zero-based budgeting is that it is 
extremely time-consuming, costly, and requires a level of staff expertise that is not often 
available in small cities. 

Source: Susan Combs (Texas Comptroller of Public Accounts). “Budget Manual, Appendix C, 

2003.” At http://www.window.state.tx.us/lga/budget/apdxc.html, accessed July 31, 2007. 

Reprinted by permission. Neither the site owner nor the information, as it is presented here, is 

http://www.window.state.tx.us/lga/budget/apdxc.html�
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endorsed by the State of Texas or the Texas Comptroller of Public Accounts. The content of the 

state agency Web site is not the property of this site owner. 

For Discussion 

1. Who is likely to gain and who is likely to lose when a particular budget format is 

adopted? 

2. Who is likely to gain and who is likely to lose when a particular budget reform is 

adopted? 

Exercise 

1. Look at the budget of your state capital. What budget format is used and what is your 

evidence? 

2. What budget format do you recommend for your state capital, and why? 

3. Which budget format helps us answer the following questions? 

a. What are we achieving (effectiveness) with the public resources? 

b. Are we productive and efficient with the public resources? 

c. Should we be spending public resources on something else? 

d. Are we controlling public resources and minimizing administrative discretion? 

Selected Additional Internet Resources  

California State University Long Beach, Graduate Center for Public Policy and Administration 

http://www.csulb.edu/~msaintg/ppa590/budget.htm, accessed August 22, 2007. 

Cedar Rapids, IA, for Fiscal 2008, www.cedar-

rapids.org/audit/documents/budget2008/2of2/Table_of_Contents.pdf, accessed August 22, 2007.  

http://www.csulb.edu/~msaintg/ppa590/budget.htm�
http://www.cedar-rapids.org/audit/documents/budget2008/2of2/Table_of_Contents.pdf�
http://www.cedar-rapids.org/audit/documents/budget2008/2of2/Table_of_Contents.pdf�
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New Jersey Department of Education, Office of Early Childhood Education, instructions for 

Head Start Provider, www.state.nj.us/education/ece/hs/instructions.pdf, accessed August 22, 

2007. 

Oregon Head Start Pre-kindergarten Program, budget instructions and forms, 

http://www.ode.state.or.us/gradelevel/pre_k/continuationsection1.doc, accessed August 22, 2007.  

World Bank Institute, Intergovernmental Fiscal Relations & Local Financial Management 

Program, The Municipal Budget, undated, 

http://www1.worldbank.org/wbiep/decentralization/Topic10.3.htm and 

http://www1.worldbank.org/wbiep/decentralization/Topic10_Charts.htm, accessed August 22,  

2007. 
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http://www.ode.state.or.us/gradelevel/pre_k/continuationsection1.doc�
http://www1.worldbank.org/wbiep/decentralization/Topic10.3.htm�
http://www1.worldbank.org/wbiep/decentralization/Topic10_Charts.htm�

