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A THREE-DIMENSIONAL PROGRAM ACCOUNT CLASSIFICATION
SYSTEM FOR PUBLIC SCHOOLS

by Erick L. Lindman

Recent interest in program budgeting presents an opportunity
to improve the public school accounting system which has evolved
since the turn of the century. The system was established when
public schools offered for all students a single program with few,
if any, auxiliary services. Since then, school programs have
become complex and varied, and the single-dimensional accounting
system, even with its amendments and additions, is hopelessly
inadequate. Its inadequancy is especcially noticeable when school
administrators attempt to apply the concepts of program planning
and budgeting to school systems.

Indeed, the key step to effective program budgeting is the
development of a program-oriented expenditure classification
system for public schools. To do this, there must first be
sufficient concensus concerning the proposed "programs,'" so that
the U. S. 0ffice of Education can establish account classifications
for them in its accounting guide for public schools.

This paper reviews briefly some of the weaknesses in the
present system and suggests a three-dimensional expenditure clas-

sification system to replace 1it.



The Present System

The minimum function-object account classification system
recommended by the U.S. Office of Education for public schools

includes the following major categories:

1. Administration

2. Instruction

3. Attendance and Health Services
4. Pupil Transportation
5. Operation of Plant
6. Maintenance of Plant
7. Fixed Charges

8. Food Services

9. Community Services
10. Capital Outlay

11. Debt Services

12, Transfer Accounts

This 1list contains many inconsistencies that tend to obscure
essential information about public school expehditures. The
list is intended to be a '"function-object" breakdown of school
expenditures. Although one can accept as 'functions" such items
as "administration," "instruction,' "operation of plant," "main-
tenance of plant," etc., the item called "community services'" is
a different kind of item. It is neither a function nor an object.
Instead, it identifies a clientele other than school children and
describes a type of service. Moreover, expenditures in this item
could be classified quite properly under the other function-object

categories such as "administration," "operation of plant,' etc,



This dimension indicates different amounts spent for the
functions and objects in the school budget. Not only does this
cost breakdown_preserve historical continuity, but it also provides
analytical information concerning each program identified in the
type-of-school dimension. The function-object account classifica-
tion becomes more meaningful when combined with the other two
dimensions.

The major subcategories listed in this dimension follow
current practice rather closely. Probably some changes in the
subcategories under instruction are needed. Pupil guidance and
library services need to be identified along with expenditures
for educational TV and computer-assisted instruction. These
subcategories should be included under the broad category of

instruction.

s

The Scope-of-Service Dimension . ~— L

Public school revenues come from the state and the Federal
government as well as from local tax sources. 1In this respect
program planning and budgeting for public schools differ funda-
mentally from Federal departments. Moreover, the actual amounts
contributed by the state and by the Federal government are
affected by the types of '"programs'" maintained by the school
district. For this reason, techniques used in Federal departments
are not directly applicable to public schools. Effective program
planning and budgeting for public schools must be based upon
adequate analyses of potential income from state and federal

sources restricted to specific programs.



In addition to describing the scope of service offered, this
dimension is intended to clarify for purpose of local scheool pro-
gram planning the effects of categorical aids from state and
Federal sources, and, of equal importance, to provide essential
information for state legislators and United States Congressmen,
so that they may see more clearly the effects of their appro-
priations upon local school operations.

The proposed scope-of-service account classification system

includes the following major categories:

1. The Basic Program

2. Vocational Education .
3. Special Education

4. Compensatory Education
5. Health Services

6. Pupil Transportation
7. Lunch Program

8. Other Supplementary Programs

Most of these programs are related to sources of income.
The basic program in most states is related to income to support
the foundation program. One of the purposes of the scope-of-
service dimension is to clarify this relationship. Hopefully,
segregation of expenditures for the basic program will clarify
for legislators amounts needed for the jointly financed public
school foundation program. For local boards of education this
account classification would show the amount and purpose of
local funds contributed to supplement the state foundation

program.
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In order to equalize school tax burdens, states generally
provide categorical aid for pupil transportation. For this reason,
pupil transportation is included in the scope-of-service dimension.
It is the only item which occurs in the same form in two different
dimensions. Both the local board of education and the state
legislature need to know how much is spent for pupil transporta-
tion and how much the state is contributing for this purpose.

Similarly, the school lunch program is included in the income-
related dimension to show its total cost and sources of income.
Under present accounting procedures, recommended by the U. 5.
Office of Education, accurate information concerning total amounts
expended for lunches is not recorded in school fiscal reports.

The present practice of including among the function-object items
an amount for school lunches that is not the total cost but the
amount contributed from tax sources is unnecessarily confusing.

Finally, an item for other programs is provided. In
California and in a number of states, this item would include
driver education. Developmental programs such as those provided
for in Title III of the Elementary and Secondary Education Act
of 1965 and in the National Defense Education Act would also be
included in this category. While these programs usually involve
relatively small sums of money, they attract attention because
they are "innovative'" and are often Federally supported. Although
grants for this purpose may be discontinued in the near future,
efforts to find new ways to educate children in schools are ex-

pected to continue.



funds are actually used and how the fiscal condition of the
school district would be affected by eliminating or reducing any
of the '"aided" programs.

Moreover, the format of Table III, using statewide totals,
provides essential information for the state legislature and
Congress. In this table the relationship between amounts appro-
priated to aid special programs is related directly to the cost
of these programs.

Table IV, the fiscal summary, is included to emphasize that

outgoing transfers, debt service expenditures, and operating

12

resources would not be classified by the three-dimensional system.

They would be used to show the condition of the general fund and
would be reported both in the budget and in the annual report as
single, unclassified items. Only the "Program Expenditures"
would be classified according to the suggested three-dimensional
system.

These tables indicate the types of analyses that can be
made using a three-dimensional approach to the classification of

public school expenditures if one of the dimensions is based on

programs identified and aided by state legislatures and Congress.

However, only those aided programs that are substantial and
continuing have been identified. Small and temporary programs
have been combined into a single "Other Programs' category.

The items suggested for the three dimensions represent
broad categories, and they will need to be subdivided to give
additional information. For example, using these subdivisions,

it should be possible to segregate general fund expenditures for
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capital outlays and equipment replacement. Possibly a category
for contracted services is needed. Expenditures for teachers'
salaries could be classified according to teaching égsignment.

This approach to program accounting assumes that some categori-
cal aids will continue and perhaps expand, and that public school
program budgeting will be concerned increasingly with income-
related programs. Hopefully, if the number of such programs
established in the accounting system is limited, their excessive

proliferation can be avoided.



14

----- [E310]L PUBID

--'189 11o0ddng TeBlO]

sadxeyn poXIg '9

sootAaxag -ixoddng ‘Y10 g
uotiejrodsueay 1rdng ¥
JUBT JO ©DJUBUSIUIBW °¢
juerd Fo uotrieasdg g

UOTIEBIISTUTWPY " T

so2TAX0g 31xoddng

-- uoTI1dNIISUl I10JF TBIOL
*131SU] JO S1S0) ISYl0 8
quswdinbg TeuoridcNIISUT "/
saT7ddng TeRUOTIDNIISUT °9Q
syoog °§
saoTaeles ‘Foxdeded 9 TBOTISTD ¥
SOTJIBTEG TBRUOISSaFOId I19U3lQ "¢
S8TJIBTBS ,SISYDBI] WOOISSBID "7

sotaeTes *dng § -utrag T

UOT1DNIISUT

Te3o0l

*8o01yg
younTg

‘suBI]l
Trdng

9DTAISG
Y1 TesH

ronpy
*dwon

*onpq
*2adg

"onpy
*J0A

*8o1g
JTSeg

paseynsand s3129[(q0

69-896T WYYO0Hd A4 STUNIIANIAXHE TOOHDS AMVINAWATE "I



DIMENSIONS OF THE SCHOOL BUDGET

Erick L. Lindman
Acting Dean, School of Education

»
>
CSEIP Working Paper No. 3, April 1967
University of California, Los Angeles
g‘ The research and development reported herein was performed

pursuant to a contraect with the United States Department of
Health, Education, and Welfare, Office of Education under the
provisions of the Cooperative Research Program.




DIMENSIONS OF THE SCHOQOOL BUDGET

Erick L. Lindman
Acting Dean, School of Education
University of California, Los Angeles

During recent years, we have heard much about program budget-
ing as a means of presenting information to decision-making bodies
which 1s more relevant to the choices they must make. These
efforts are especially timely in the field of education, for
though some may believe that educational values and dollar values
are difficult to compare, the comparison of these two types of
values is the very essence of school budget-making, Time and
again, the school board must compare the educational values of
several different ways of spending specific amounts of money and
answer the following types of questions: Will the greatest
educational value be obtained by: adding to the elementary school
libraries? buying more language laboratories? employing additional
remedial teachers? creating more special pbrograms for the gifted?
"busing" pupils to more remote schools?

Difficult as these choices may be, the problem becomes even
morie complex when the tax rate dimension is added. Should tax-
payers, for instance, be asked to contribute more so that one or
two of these additional educational services ¢an be provided for
children and youth in the community? And, of course, this question
calls for a comparison of the value of an educationsl service on

the - one hand, and the finaneial sacrifice of taxpayers on the other.

e
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Still another dimension of complexity is added to the problem -
when specially earmarked state or Federal aids are avalilable to
support special aspects of the instructional program. For example,
during recent years, foreign language laboratories have been avail-
abie.to local school districts at half price because Uncle Sam paid
the other half of the cost under the National Defense Education
Acf. Budgetary cholces, therefore, are affected by the bargain
counter effect of partially reimbursed school programs.

Although the process of comparing dollar #alues and education—'
al‘values cannot be simplified, 1t can be clarified to a much
greater extent through the introduction and implementation of more
efficient accounting procedures which show more clearly the effect
of.earmarked income upon budgetary choices and the net cost of
partially reimbursed educational programs.

In a very real sense, the school board at budget-making time
is preparing a shopping 1list of educational services to be pur-
chased for the students during the ensuing school year. Unfortu-
nately, the shopping 1list is couched in ftechnical accounting language,
defeloped and standardized over the past half century, providing
legislatlve bodies and taxpayers with only a vague idea about the
scﬂool program for the next year. The official shopping list, the
budget, inciudes such formidable items as: fixed charges, certif-
icated salaries of adminlstration, textbooks, other expense of
instruction, debt service, out-going transfers, etc.

This is the official shopping list pfescribed for public

‘schools. It has some good points. It . 1s comparable to the school



expenditure classification used in other states and it i1s therefore
possible to determine quite readilily if the percent of the total
school budget or amount per pupil allocated for any of these items
is more or less than the amount so allocated in other school systems.

It 1s undeniable that this information is useful. FHowever,
1t does not go far enough. Parents and other citizens generally
want to know what 1s new or better about the school program next
year. Moreover, the school board, in attempting to carry out any
kind of cost effectiveness study, finds this kind of breakdown of
a budget inadequate. Our budget instrument may have been adequate
for the simple school pregram of 50 years ago; today, by contrast,
it is hardly adequate to describe the complex school program. In
short, it reveals little about the quality or variety of education-
4l services to be provided during the coming year.

Moreover, state legislatures and the United States Congress
need information to evaluate the effectiveness of various grant-
in-ald programs. 1In this respect, program accounting for public
schools differs fundamentally from program planning and budgeting
systems applicable to Federal departments. The inter-governmental
aspect of public schecol finance as well as the inherent difficulty
of evaluating educational "output" make the public school problem
uniquely difficult.

To avoid confusion in approaching this problem, it is necessary
to distinguish clearly between three closely related activities
involving the analysis of school costs.

First, there 1s the annual planning and evaluation procedure.

In order to provide the local board of education with evidence rel-
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ative to program cholces and to clarify budgetary options, better
procedures are needed to relate program effectiveness to program
costs. In most cases, This can be achieved by developing a
responsibility-oriented planning procedure in which identifiable
programs are assighed to specific members of the administrative

staff so that a single individual is responsible for preparing

- cost estimates and presenting evidence relating to the effective-

ness of each program. Such a responsibility-oriented planning
procedure can be tailored to fit local conditions and needs.

There is no need for uniformity of procedures among different school
districts.

The second cost analysis activity, standardized program
accounting, has a different purpose from the local program planning
and review procedure. Whlle the assignment of responsibilities
for program planning and evaluation purposes among selected mem-
bers of the administrative staff should;reflect.local conditions
and special talents of individuals, staﬁdardized accounting proce-
dures are intended fo produce uniformity among school systems.

Such uniformity of accounting procedures 1s needed to facilitate
comparison of the costs of school programs in different cities and.
to provide valid information concerning their costs for state leg-
iglatures and for the United States Congress,

Much work has been done to standardize the present "functional"
account classifications used in public schools. In addition, classi-
fication of expenditures by school level, such as elementary schools
or high schocls, is standardized throughout the Nation.

But classification of school expenditures for such programs

as special education, compensatory education, or vocational educa-
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tion have not been standardized, yet, perhaps ironically, these

are the very programs for which state legislatures and the United
States Congress have approprilated categorical aid funds and for
which valid cost information is needed by the legislature and the
Congress. For this reason, a next step in improving school account-
ing and budgeting procedures should be to develop standardized
program accounting in order to identify the cost of such aided
programs uniformly throughout the Nation.

A third type of study involving the analysis of school costs
relates to long-term planning. Occaslonally, special studies are
needed to provide evidence to help the school board make decisions
about long-term plans. Frequently, these studies are elaborate
and expensive and should not be part of the annual budget pro-
cedure. They should, instead, be made occasionally as needed.

In this category studies of the cost per pupil of teaching of
various school subjects should be included.

It is apparent that of the three aspects of public scheool
cost analysis, the development of standardized program accounting
requires common agreement among local school districts and among
the 50 states. For this purpose, 1t is useful to identify the
various kinds of dimensions that can be used to classify school
expenditures. The following list of six dimensions indicates the
varlety of ways in which schcol expenditures can be classified:

1. Type of School Classification (first dimension) -

refers to the classification of public school expenditures

intc such categories as: elementary schools, secondary



schools, summer schools, adult or evening schools, ete.

Functional Classification (second dimension) -

refers to the standard classification of public school
expenditures into such categories as: administration,

instruction, plant operation, etec.

Restricted Income Classification (third dimension) -

refers to the classification of publiec school expenditures

into categories for which earmarked or restricted income
is available, such as: vocational education, compensatory

education, special education, etc.

Curriculum Classification (fourth dimension) -

refers to classification of public school expenditures

into such categories as: arithmetic, foreign language,

gecgraphy, etc.

Instructional Method Classification (fifth dimension) -

refers to the classification of public school expenditures

into such categories as: 1libraries, instructional tele-

vision, etc.

Social Purpose Classification (sixth dimension) -

Ffefers to the classification of school expenditures into
such categories as the development of! worthy home
membership, ethical character, vocational competence,

appreclation of the arts, civic responsibility, etec.



Of course, it will be noted that the first and second of
these dimensions are in current use and have been standardized.
The question which must be answered now is: which of the other
dimensions, if any, are of sufficient importance to be standard-
ized and used uniformly by all school systems throughout the
United States? Of the various possibilities, the third dimension
seems tTo be most 1n need of standardization in order to supply
information for state legislatures and the United States Congress
about the categorical aild programs in which they are interested.
Since this information is needed annually and since it will be
used to compare program costs in different school systems, a stan-
dard classification system is needed.

The other dimensions--the curriculum classification, the
instructional method classification and the social purpose
clagssification--probably dc nct reqguire such standardization at
this time...indeed, the use of these classifications is likely to
be infrequent for long-term planning purposes and should not be-
come an integral part of the annual budgeting procedure. The
third dimension, however, the one related to major categorical aid
programs, must be standardized in the near future in order to im-
prove the communication between local school systems, state leg—-
islatures, and the Federal Government so that appropriations for
publlic schools will be based upon the best possible information

concerning the effectiveness of grant-in-aid programs.




