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WHERE WE ARE 

 

 We are in Chapter 3 of the textbook now. 

 I am not sure why, but according to the syllabus your midterm exams are due in D2L by 

October 5. I plan to prepare the midterm exam for you by this Thursday. 

 There is an Assignment 3 due in D2L this Sunday 

 

Please read this news report regarding the Nashville Metro government. 

 

http://www.nashville.gov/News-Media/News-Article/ID/6094/Mayor-Barry-Says-No-Property-

Tax-Rate-Increase-in-2017-at-Rotary-Club.aspx 

 

INTRODUCTORY COMMENTS AND/OR REVIEW 

 

The different levels of government in the United States have different primary revenue 

sources. 

 

The national (Federal) government depends largely on CORPORATE INCOME TAXES and 

INDIVIDUAL INCOME TAXES for its revenues.  

 

The State governments generally depend upon money from the national government, sales 

taxes, charges for services provided, and individual income taxes. 

 

Local governments (counties and cities) depend largely on money from the national and state 

governments, and from property taxes. 

 

 

 

Notice that different sources of government revenues are more or less stable.  

 

Corporate and individual income taxes rise and fall with the condition of the economy.  

 

Sales taxes also tend to rise and fall with the condition of the economy. 

 

However, property taxes are relatively stable and predictable from year to year. 

 

 

 

 

It is important that in the beginning of a budget cycle that leaders come to an agreement 

on REVENUE ESTIMATES in the coming budget year. In the absence of a defensible 

http://www.nashville.gov/News-Media/News-Article/ID/6094/Mayor-Barry-Says-No-Property-Tax-Rate-Increase-in-2017-at-Rotary-Club.aspx
http://www.nashville.gov/News-Media/News-Article/ID/6094/Mayor-Barry-Says-No-Property-Tax-Rate-Increase-in-2017-at-Rotary-Club.aspx


estimate of the “ceiling,” budgeting would be little more than a collective exercise in 

wishing.  

 

The estimate depends upon some METHOD OF FORECASTING.  

 

The most simple approach is a simple linear projection of AGGREGRATE REVENUES for 

past years. This can be called “straight line projection.” It is simple, but not very sophisticated. 

IT IS LIKELY TO BE ACCURATE ONLY IF ALL THE MAJOR REVENUE SOURCES 

ARE STABLE OVER TIME. This is unlikely. INTERGOVERNMENTAL TRANSFERS 

may change from year to year, depending upon “the political winds.”  

 

Revenue estimates should be prepared by someone with specialized expertise. An elected 

person or a political appointee may not have the specialized expertise needed. THE 

LEGITIMACY OF THE ESTIMATE IS CONTINGENT UPON THE CREDIBILITY OF 

THE PERSON MAKING THE ESTIMATE. That person (or team) should be known to be 

objective and qualified – not someone playing political games.  

 

Sometimes the executive branch and the legislative branch have their own teams of budget 

experts. If so, hopefully, being professionals they are pretty much “on the same page” and 

their “numbers” are similar. 

 

SO, HOW SHOULD A REVENUE EXTIMATE BE MADE?  

 

 Identify the relevant major revenue sources. 

 Identify which ones are relatively stable from year to year. 

 From among the other major revenue sources, consider current conditions and make 

reasonable estimates which ones are likely to increase and which ones are likely to 

decrease in the coming budget year. 

 Review INTERGOVERNMENTAL TRANSFERS and anticipate what is likely to 

happen in regard to those. 

 Identify recent “ONE TIMERS” and realize that they are not going to happen again. 

 SCAN THE ENVIRONMENT (economic, legal, demographic, political, climatic, 

social) and identify ANY MAJOR EVENTS that may affect either revenues. For 

example, a new law about same-sex unions may cause a reduction of groups 

scheduling conventions in a city or state. “Think outside the box” and anticipate the 

possible consequences of events that may affect government revenues, in the near term 

and beyond.  

 Anticipate second-order and beyond consequences in the environment at large.  

 

 

 

Ideally, government budgeting should be more than just an annual (or every-two-years) 

exercise of limited perspective.  

 



It should be a STRATEGIC PROCESS guided not only by recent election outcomes but also 

by A LONG TERM CONCENSUS ON WHAT THE JURISDICTION IS TRYING TO 

BECOME AND WHAT IT IS TRYING TO ACHIEVE.  

 

It seems to me that without the ANCHOR of a broad and long-lasting consensus ABOUT 

WHAT THE VISION AND THE PLAN are, electoral politics can pull and tug the jurisdiction 

in one direction and then another. 

 

 

 

The importance of social and political stability in the eyes of the major CREDIT RATING 

AGENCIES. 

 

https://www.nytimes.com/reuters/2017/09/23/business/23reuters-britain-eu-moody-s.html 

 

The judgements of the major CREDIT RATING AGENCIES such as Moody’s are important 

in that they both reflect the degree to which a jurisdiction has RESONSIBLE GOVERNANCE 

OVER TIME and its COST OF CAPITAL (borrowing) going forward.  

 

The stability of a government is not just financial. It is political. The long term success of 

Atlanta, for example is linked (I think) to the fact that the city made a responsible transition 

from primarily white leadership to primarily Black leadership in recent decades.  

 

 Source: PEXELS.com 

 

As the budget process of a political jurisdiction, the major credit rating agencies are kind of 

like referees keeping an eye on the actions and making judgements about the credit worthiness 

of the jurisdiction and the professionalism of its leaders. 

 

The beginning of a professional budget cycle IS A RESPONSIBLE FORCAST OF 

ANTICIPATED REVENUES going forward. 

 

 

At the federal level, I fear the INCAPACITY of our institutions and our leaders is showing. 

They cannot manage the system that guides the financing of health care in the United States, 

and the Trump Administration is about to propose large reductions in taxes that may 

substantially reduce FEDERAL REVENUES with repercussions at the state and local levels. 

 

 

https://www.nytimes.com/reuters/2017/09/23/business/23reuters-britain-eu-moody-s.html


Rubin, Chapter 3 – The Politics of Process 

 

Budgeting is based on PROCESSES in which different kinds of ACTORS take the stage a 

various places in time. It is not a like a free-for-all fight on an elementary school playground. 

There are “pots of money” available. Not every program and agency are in direct competition 

with every other program and agency.  

 

The high-level administrators in agencies or departments are among the actors. 

 

From their perspective, perhaps it is like trying to navigate a large ship through a field of 

icebergs.  

 

These processes are repetitive. Many of the players are going to be players for years. It is 

important not only to KNOW THE RULES but to KNOW THE PEOPLE involved and not make 

enemies.  

 

A lot of the detailed negotiations are done by professional staffers. Staffers know other staffers. 

Staffers are very important, although they “fly under the radar” and work “behind the scenes.” 

 

 

 

In this present crisis, government is not the solution to 

our problem; government is the problem. From time to 

time we've been tempted to believe that society has 

become too complex to be managed by self-rule, that 

government by an elite group is superior to government 

for, by, and of the people. Well, if no one among us is 

capable of governing himself, then who among us has 

the capacity to govern someone else? All of us 

together, in and out of government, must bear the 

burden. The solutions we seek must be equitable, with 

no one group singled out to pay a higher price." 

 

President Ronald Reagan, Inaugural Address, January 

20, 1981 

Source: 

http://www.reaganfoundation.org/pdf/SQP012081.pdf 

 

 

 

 
Source:  

https://en.wikipedia.org/wiki/ 

Ronald_Reagan 

http://www.reaganfoundation.org/pdf/SQP012081.pdf


 
source:  

https://en.wikiquote.org/wiki/Grover_Norquis 

 

 

"I don't want to abolish government. 

I simple want to reduce it to the size 

where I can drag it into the 

bathroom and drown it in the 

bathtub." 

 

Grover Norquist in interview on 

NPR's Morning Edition, may 25, 

2001. 

 

“I want a government so small I can barely see it.” 

 

Rand Paul” 

 

Third GOP presential debate, 2015. 

 
Source: 

http://www.bustle.com/articles/1199

22-the-worst-quotes-from-the-third-

gop-debate-are-so-bad-you-might-

not-want-to 

 

 

As I read chapter 3 again I am struck by the fact that PROCESS IS POWER and that (especially 

at the national level) process in the legislative branch (Congress) SHAPES OUTCOMES.  

 

It has been many years that the budgetary process at the national level has gone smoothly. What 

we have instead is a repeated drama of failures to complete things on time, and threats to close 

down the federal government. As a result, the federal government frequently runs on 

CONTINUING RESOLUTIONS, which means, "we can't decide so we are going to do the same 

this new fiscal as we did the last one." 

 

At the national level at least, the problem is not that the process is faulty. It is that elected 

representatives in Congress cannot make the hard decisions given their desire for reelection and 

because their campaigns are financed by special interests of all kinds. 

 

Beyond that, the problem is that while voters want the nation's financial problems solved, they 

don't want the budget balanced AT THEIR PERSONAL AND LOCAL EXPENSE. 

 

https://en.wikiquote.org/wiki/Grover_Norquis
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We insist upon defense spending. We insist upon our entitlements. We insist upon welfare. We 

expect government to inspect food, provide air traffic control and many, many other important 

things THAT MARKETS ARE NOT WELL SUITED TO DO. 

 

So, what members of Congress then to do is put things on AUTOPILOT (including "across the 

board sequestrations" if caps are not met) and thereby avoid the hard decisions that need to be 

made but which they cannot make and expect to be reelected. 

 

Across the board cuts are "dumb" because they assume that all existing programs are of equal 

value and importance.  

 

Plus, the entire budgetary process (in Congress) tends to revolve around particular controversial 

things like funding for Planned Parenthood, which serves to pull down the entire thing, delaying 

actions needed for the entire budget of the U.S. government. (I think this serves to give 

conservative members "cover" for the failure of Congress to act on schedule.) 

 

http://www.foxnews.com/politics/2015/09/13/congress-now-turns-to-spending-bill-to-keep-

government-open-avoid-shutdown-over/ 

 

AT THE STATE AND LOCAL LEVELS, processes are also important, of course. But I think 

those processes ARE MUCH MORE STABLE and that state and local governments are much 

more likely to STAY ON SCHEDULE. Process is probably less likely to be used to try to mask 

the unwillingness of leaders to make hard decisions. 

 

See: https://en.wikipedia.org/wiki/Public_budgeting 

 Revenue Estimation performed in the executive branch by the finance director, clerk's office, 

budget director, manager, or a team. 

 Budget Call issued to outline the presentation form, recommend certain goals. 

 Budget Formulation reflecting on the past, set goals for the future and reconcile the difference. 

 Budget Hearings can include departments, sections, the executive, and the public to discuss 

changes in the budget. 

 Budget Adoption final approval by the legislative body. 

 Budget Execution amending the budget as the fiscal year progresses. 

 

(I usually call budget execution, “implementation” It is the same thing.) 

 

The following is my understanding of the budgetary process (realizing that it is circular and that 

at any point in time multiple budgets are “in the works” in different phases). Also, realize that 

there are differences among jurisdictions in how this is done. 

 

As “budget season” approaches, agencies/departments anticipate their financial needs in the 

coming fiscal year and begin to make their “wish lists.” This is the beginning of BUDGET 

PREPARATION. 

https://en.wikipedia.org/wiki/Public_budgeting


 

 The elected CEO usually makes a regularly scheduled State of the [whatever] address in which 

he or she talks about the financial “climate” and about his/her priorities. Agency/department 

heads listen carefully for “cues.” 

 

The budget staffers in the agency work with others in the agency (and with the political clief 

executives budget specialists) to put together agency requests to the CEO, asking for items to be 

included in his/her BUDGET PROPOSAL to the legislative branch. There may be public 

hearings involved in this process. 

 

The political CEO puts together an entire PROPOSED BUDGET and sends it over to the 

legislative branch. This is the beginning of BUDGET APPROVAL. 

 

The entire proposal usually gets divided up in the legislative branch and parts of the proposal 

may go to various committees. Depending upon the politics of the entire situation, parts of the 

proposed budget may get increased and other parts of the proposed budget may get cut by 

processes within the legislative branch. Hopefully, eventually, the entire legislative branch 

returns the budget they have agreed upon to the political executive. He or she may have some 

powers to veto parts of it. But, basically, what gets passed in the legislative branch becomes the 

budget for all the agencies for the following fiscal year. 

 

THEN there is phase in which money is provided to the agencies a little at a time during the 

fiscal year. And they spend the money as it becomes available to them. This is budget execution. 

They have to keep good records about how the money is spent. This is BUDGET EXECUTION. 

 

And then following the end of the fiscal year, BUDGET AUDITING begins. Auditors review all 

the financial records and may also do PERMANCE AUDITS to verify that the money was spent 

appropriately and to ascertain what “the people” got for the expenditures of the money. The 

financial audit is to discover things like fraud. The performance audit is to identify programs that 

are not producing value for the dollars spent. 

 

 

 

 

Preparation Approval Execution Auditing 

 

 

 

 

 

So, at a particular moment in time, one budget is being executed, while the prior budget is being 

audited, while the following budget is either being prepared or in the approval process. It is 

something of a juggling act from the perspective of an agency or department. 

 

 


