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•PROGRAM budgeting, program planning budgeting systems, performance budgeting, and 
the other budgetary techniques are not new to highway and transportation planning. Many 
of the elements advocated by these budgetary systems already exist, either formally or 
informally, within most state highway departments . They may be scattered among a 
number of activities within the department and may not be clearly articulated or forma
lized. Some may be done unconsciously as part of the management decision-making 
process. 

Professionals in budgeting, like many other professional groups, are prone to de
velop special jargon to describe their activities and to put greater emphasis on the 
novelty of their systems rather than on the similarities with current activities. In their 
enthusiasm to see accomplishments they may advocate an approach to instituting new 
budgetary techniques that is more revolutionary than evolutionary. 

Discussion of program budgeting for transportation is not new. The Highway Re
search Board has had a committee on program budgeting for more than a decade. Papers 
on program budgeting, capital construction budgeting, and performance budgeting appear 
in the literature. As usual the theory is more sophisticated than actual practice. While 
no highway department has a fully developed program budgeting system, almost all are 
moving slowly toward it. 

The real difference between current practice and the procedures advocated by pro
gram budget enthusiasts is the degree of formalization of the process. The program 
budget process seeks to clearly define and consciously evaluate in logical sequence 
the budgetary decision-making process by: 

1. Clearly stating the goals and objectives of transportation; 
2. Determining the desired level of service and the resources necessary to achieve 

this level of service, including decisions regarding what kind of a transportation system 
is needed and how much in money, manpower, and materials should be allocated to 
achieve these goals; 

3. Setting the priority of the transportation programs in comparison with other 
social and economic needs; 

4. Selecting from a number of alternatives that may accomplish the desired objec
tives, including considering the constraints and trade-off involved in each alternative; 

5. Measuring rate of accomplishment and the consequences to the public and the 
environment; and 

6. Ensuring scheduling of activities to achieve the desired objectives and controlling 
operations to achieve the most efficient use of time and resources. 

What program budgeting does is to candidly set forth the step-by-step decision
making process in a logical sequence so that the goals, programs, and criteria of the 
decision-making process are clearly evident and not blurred by budgetary and fiscal 
procedures. Program budgeting requires a clear delineation of continuing and new 
activities and a demonstration of why each is needed. It indicates who is receiving 
benefits and who is paying the costs. 
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Program budgeting helps administrators and legislators to look at the purposes of 
expendi ture rathe r than the objects of expenditure, and to base decisions on anticipated 
program achievement rather than on an extension of past levels of expenditure. It lays 
the transportation program open to close scrutiny by the public at large. The logical 
consequence of program budgeting means reduced reliance on earmarked and special
purpose funds, since the justification of funds is on the basis of goals and programs 
that may not be proportionate to the sources of revenue. 

For these reasons, there may be some reluctance on the part of many transportation 
administrators to initiate program budgeting. They feel that by so doing they may run 
a great risk of losing direction of the highway program. Nevertheless the trend toward 
more formal application of the available techniques is strong in many transportation 
agencies and departments. 

Recent trends toward implementing program budgeting for transportation programs 
have been based on several factors. Highway and other transportation pr ograms in 
some states have grown too big and too complex to be managed and controlled solely 
by a single administrator or by a small group of managers. Public demands and ex
pectations have outstripped transportation resources, and political control is becoming 
more and more sensitive to the general public's expressed needs. The public through 
Congress and state legislatures is increasingly reluctant to provide increased taxes 
without knowing how, and for what, new moneys will be spent. 

Let us look at the state and federal highway progtams and see what elements of pro
gram budgeting now exist and what additions we can anticipate in the future. 

Highway departments are being required to provide more comprehensive justifica
tion for budgetary increases to the governor, the legislature, and to the federal govern
ment. Historically, highway user taxes have been defended as being special-interest 
taxes. This technique has undoubtedly made possible the tremendous advances in the 
American highway system that we have seen in the few decades of its life. Today, how
ever, many legislatures view highway taxes as being in competition with other state 
taxes levied against the general taxpayers. 

In some states, legis latures and governors, r ightly or wrongly dissatisfied with the 
responsiveness of the highway pr ogram to the poli tical electorate, have taken over the 
designation of highway programs and the allocation of highway resources. 

When highway construction primarily involved improvements to established rural 
routes, relatively few people were damaged or dislocated by new construction. As 
transportation needs have become greater in urban areas, new construction may cost 
100 times as much and displace many hundreds of people. In addition, the construction 
of new systems will have a substantial effect on the development of the environment for 
a considerable distance around the corridor. The greater the cost and impact of new 
transportation systems, the more directly involved become the legislature and the public. 

The federal-aid highway program and many state pr ograms already have in them ele
ments of program budgeting. Authorized fw1ds are divided according to Interstate, pri
mary, secondary, and urban programs. Each federal-aid system has criteria for desig
nation of route and design standards. Special funds are provided for other highway-re
lated programs such as highway beautification, highway safety, access to federal lands, 
and economic development roads to relieve economically depressed areas. 

There is a periodic estimate of highway needs by the states that the U.S. Depart
ment of Transportation reports to Congress. Although moneys for each mode and for 
mass transit are provided from separate funds, estimates of travel demands and federal 
program planning are gradually becoming multimodal. 

There has been growing concern that the current criteria for allocating federal high
way improvement funds among the systems may not truly reflect the public's demands, 
and may also result in less than optimal allocation of available funds to urban highway 
facilities. Therefore, the Bureau of Public Roads and the states are cooperating in the 
conduct of a nationwide evaluation of the classification of highways by function and of 
the costs and benefits of providing needed highway improvements. Any major change 
such as this must be very carefully considered by all involved agencies before imple
mentation, but nevertheless these are essential steps in the development of program 
budgeting. 
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While there is concern whether the current federal-aid apportionments give the ap
propriate weighting to needs and whether the systems should be reclassified and design 
and traffic service standards reevaluated, it is clear that a form of program budgeting 
already exists at the federal highway level. 

It has been difficult to define transportation goals and objectives in meaningful terms. 
The U.S. Department of Transportation has identified four primary goals (economic 
efficiency in transportation, optimal use of environmental resources, safety, and support 
of other national interests). They are of necessity broad and hard to deal with in con
crete terms. In any budget process the basic issues are: 

1. With given resources, what programs do we desire to continue? 
2. What new problems have arisen that we must do something about? 
3. What priority in the allocation of men and money should we give each? 

These issues have been put in concrete terms in appropriations for federal aid to 
transportation. User funds paid into the Highway Trust Fund are used for completion 
of the Interstate system, and for upgrading federal-aid primary, secondary, and urban 
roads. Additional general fund revenues have been provided for mass transportation, 
high-speed ground transportation, transportation safety, and environmental effects of 
transportation facilities. 

To develop a true program budget system in the future, management, fiscal, and post
audit control of transportation programs should be reoriented to provide information to 
federal and state administrators by both object of expenditure and by program. Also, 
programs and administrative structure will have to be more congruent, and the level of 
detail into subprograms or activities more developed. The concept of decentralized 
management with central financial control using the "management by exception" principle 
is already becoming evident with the Bureau of Public Roads current billing program 
for the reimbursement of federal-aid funds for state construction projects. 

The theory of performance budgeting may find application in some activities that are 
measurable and may be budgeted on a unit-cost basis. Performance budgeting is based 
on the development of standards of performance for allocating resources and scheduling 
activities. The concept is much narrower than program budgeting, or program planning 
and budgeting systems, and has application primarily to routinized, repetitive, and meas
urable activities. Performance budgeting has the limitations of unit cost control. In an 
environment where greater emphasis is put on human values and individual worth, we 
will probably see only limited application of performance budgeting. 

Currently, the Bureau of Public Roads and the states are investigating the use of 
performance budgeting as a means of controlling and scheduling highway maintenance 
programs. To date the manpower development gained from such studies has been more 
important than application to scheduling or management control. While performance 
budgeting is not a complete answer for state fiscal administrative needs, the manage
ment information systems being developed as part of these systems may prove very use
ful to the program budget process. 

In the future, a number of developments can be expected. Transportation planning 
will become multimodal. Although funding may still remain earmarked by mode for 
quite some time, the evaluation of needs, especially in urban areas, is becoming multi
modal. As intermodal planning becomes a more important factor, intermodal needs, 
costs, financing, and problems will receive more attention. Long- and short-range 
national programs for transportation systems and programs will be more formally con
sidered. In order to determine the best allocation of resources, improved measures of 
performance and cost effectiveness measures of return on investment will be developed. 
When all these parts are put together, the U.S. Department of Transportation will es
sentially be operating under a program budget. 

To assure that the states are scheduling their programs in response to established 
needs and priorities and within manpower resources, we can expect greater federal 
concern in the programming and scheduling of federally assisted state transportation 
improvement and perhaps maintenance projects. 

Like the federal government, the states have made considerable progress in the de
velopment of program budgeting. Some states, such as New York, Wisconsin, and 
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Minnesota, are developing a program budget for transportation. Other states still 
have not taken the first steps toward a formal program planning process. In between 
these two extremes the majority of the states still look to the budgetary process as 
being primarily a fiduciary responsibility. They have developed a number of activities 
under the auspices of planning, personnel, construction control, and maintenance sched
uling. These activities have not yet been integrated into a formal program budgeting 
system. 

Many states already have some of the following elements that are necessary in insti
tuting a formal program budgeting system: 

1. Highway classification system with design standards and traffic forecasts for 
each system and road segment; 

2. Milepost or other system for locating road segments on the state system; 
3. Sufficiency rating system giving an evaluation of the adequacy of each road seg-

ment in terms of design, maintenance, and level of traffic usage; 
4. Traffic counts and accident analysis for the state system; 
5. Continuing highway needs studies and sources of funds; 
6. Long-term construction program; 
7. Cost-benefit and cost-effectiveness techniques for project evaluation; 
8. Project programming and scheduling using PERT, CPM, or other schedule con

trol techniques; 
9. Project cost controls; 

10. Manpower planning, training, and scheduling; 
11. Maintenance performance budgeting; 
12. Allocation of non-construction funds by functional units; and 
13. Revenue forecasting. 

These elements are essential ingredients to program budgeting. They provide the 
basic informational inputs to determine needs and availability of resources and to con
trol the use of funds once they are allocated. With these elements in hand, New York and 
Wisconsin are developing a statewide transportation program for all modes. They have 
laid out the procedures for formalizing the program budgeting process. 

It is probable that program budgeting in most states will develop out of the planning 
rather than fiscal process. As the need arises to coordinate these activities more 
closely, the formal program budgeting process conceived by theor ists will evoive. The 
procedure will be evolutionary, not revolutionary, and will gradually integrate the total 
management decision-making and controlling process. It will include not only needs and 
financial resources but also manpower planning and material resources. 

In systems design and analysis, we are often prone to think of the system in terms 
of a well-integrated automated mechanical system. The true program budgeting system 
is not; it is seeking to best achieve the goals of both the total populace and the individual 
employee. It is not a black box that relieves us of the responsibility of decision-making. 
Administrators will still have to make the final decision. Instead, it is a technique that 
ailows administr-ators to consider the multitude of facets, alternatives, and constraints 
involved in any allocation of resources, and helps them to select the best combination 
that will provide the maximum human benefit and satisfaction. 




