Creating a Realistic Budget Will Avoid Problems During the Review Process
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Most funding sources (e.g., government agencies, foundations, business sector sources) require a detailed budget including justifications for the proposed expenditures. The Federal government has established guidelines under the supervision of the White Houses' Office of Management and Budget (OMB) for allowable costs. Many non-federal government agencies and private sector funding sources use the OMB guidelines to determine allowable costs. OMB CIRCULAR A-21 sets forth cost principles for educational institutions. 

Allowable costs can be determined by answering several common sense questions. For example, are the costs reasonable, are the expenses associated with the proposed work, are the costs consistent with other proposals submitted by your home institution, are the cost allowable according the program announcement criteria and instructions, and can you justify the costs.

Budget preparation can be time consuming and may require assistance from business offices or offices of sponsored research at your home institution. Since the budget is included in the review of grants (but not for contracts), it is worth your time and effort to identify all costs to be incurred in the conduct of the project, accurately estimate total costs by category, and provide ample justification.

Costs generally fall into three categories: (1) personnel, (2) other direct costs, and (3) indirect costs. The personnel category should include all persons who will be paid by the grant for work performed on the proposed project including those who will be released from other duties (e.g., teaching, administration) and their fringe benefits. Other direct costs may include equipment, supplies, consultants, travel, and other costs related to the conduct of the project. Indirect costs (overhead) are those expenses that are incurred by your home institution (e.g., cost of facilities and services including general administration, physical plant operation, and research administration expenses). Indirect cost rates are established by a Federal agency assigned to your home institution (e.g., DHHS) and are based on submission of indirect cost proposals (e.g., 42% of salaries, wages and fringe benefits for on-campus work and 23% of the same base for off-campus work).

In addition, the federal government requires the completion of budget forms (e.g., SF424, PHS 398). The most commonly used budget form is the Standard Form 424 used by such agencies as the Department of Education and the Department of Health and Human Services. These standard forms and related forms such as budget, assurances, financial status, disclosure statements, etc. are available from most agency websites and from other sources on the Internet. The Department of Health and Human Services provides a comprehensive site for government-wide support services. The forms can be completed electronically and require basic information related to the applicant organization. For example, Harvard has created Microsoft Excel versions of Federal forms that allow the user to complete the budget without incurring costs for Adobe Acrobat software. 

Key concepts in budget building:

· The proposed budget must fall within the limits set by the funding agency.

· There must be a one-to-one correlation between the technical proposal and the costs being proposed. 

· There needs to be a clear role for all personnel, consultants, and any subcontractors.

· The forms must be accurate, complete and contain no mathematical errors.

· The proposed amount must be adequate to complete the proposed project. 
