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WHERE WE ARE 

 

 We are “in” chapters 6. 

 I have posted assignment 4 which is due October 29. 

 I have posted assignment 5 which is due Nov. 5. 

 I have posted assignment 6 which is due Nov. 19. 

 

My understanding is that Administrator, Richard Crowdis, and Finance Director, Martha 

Hendley, have agreed to be our guest presenters on Wednesday, November 1, 2017 at 5:30 

p.m. and that this will be open to all faculty and students in our program. WATCH FOR 

CONFIRMATION AND PLACE. PLEASE PLAN TO ATTEND THIS. 

------------------- ------------ 

 

EXAMPLE OF HOW TO CALCULATE A RATIO 

 

A ratio usually looks like this:  147:1 

And it is spoken, “one hundred and 47 to 1.” 

 

If the question is property tax revenues per person and there are 1,000 persons and the county 

receives $12,000,000 in property taxes, the calculation is as follows. 

 

The numerator is 12,000,000. 

The denominator is 1,000 

 

12,000,000 / 1,000 = 12,000 

The ratio is $12,000: 1 

 

I REFLECTED ON OUR MEETING LAST WEEK 

 

I seriously doubt that the federal debt will ever by paid down because of the RATCHET 

EFFECT. Each party has SPENDING PREFERENCES and neither party is a champion of 

raising taxes.  

 

SUPPLY SIDE ECONOMICS and TRICKLE DOWN THEORY provide political “cover” when 

needed.  

 

DEFICIT HAWKS hardly chirp when tax cuts are being discussed. 

 

The burden of the debt will fall hardest on those who are not even yet “here” to defend their 

interests in a democracy. 

 



The payment of interest due on the debt CROWDS OUT spending for other things. That means 

that DISCRETIONARY SPENDING becomes constrained.  

 

To me, “TRICKLE DOWN” only means that the problems of the NATIONAL GOVERNMENT 

get pushed down to the state governments. The national government used to be THE GREAT 

CHANNELER. It helped assure a degree of PROGRAM UNIFORMITY among the states. Now 

we are more into the era of EVERY STATE FENDS FOR ITSELF and greater diversity of 

policies among the 50 states.  

 

The state governments (and their local governments) are bearing more of the responsibilities for 

COSTLY MEDICAL CARE PROGRAMS, welfare, infrastructure costs and so forth.  

 

Over history, the PENDULUM OF POWER between the national government and the state 

governments has tended to swing back and forth. I think it is swinging now TOWARD THE 

STATES, and some of the states LACK THE CAPACITY to fill in where the national 

government once provided. 

 

The result is INCREASING INEQUALITY, not only among people but among states.  

 

-------------- -- 

 

TWO GOOD SOURCES OF RELEVANT TERMS AND PHRASES 

 

A Glossary of Terms Used in the Federal Budget Process 

http://www.gao.gov/new.items/d05734sp.pdf 

 

Finance Glossary of Accounting and Budgeting Terms 

http://www.dof.ca.gov/fisa/bag/documents/FinanceGlossary.pdf 

 

AUTHORIZATION AND APPROPRIATION (at the national level) 

 

An authorization “means nothing” until and unless accompanied by a legal appropriation. 

 

ALLOTMENTS  

 

The money for the entire Fiscal Year does not arrive all at once. It comes in a series of 

ALLOTMENTS. (I think of an allotment like a child's weekly allowance.) 

 

 http://en.wikipedia.org/wiki/Impoundment_of_appropriated_funds 

 

 http://en.wikipedia.org/wiki/Rescission (see the By government part) 

 

 

 

 

 

http://www.gao.gov/new.items/d05734sp.pdf
http://www.dof.ca.gov/fisa/bag/documents/FinanceGlossary.pdf
http://en.wikipedia.org/wiki/Impoundment_of_appropriated_funds
http://en.wikipedia.org/wiki/Rescission


DOCUMENTATION 

 

 Government accounting records and other documents that will be audited to verify what 

happened. The audit may be purely financial. Or, the audit may be a performance audit, in which 

the documentation must identify RESULTS and not just how money was received and spent. 

 

 

FOOD FOR VISUAL THINKING 

 

 

 
Figure 1 

 

 



 
Figure 2 

 

So, the agency is getting its periodic allotments of money to be spend running PROGRAMS 

intended to implement public policies while being “bossed” by the elected chief executive and 

being subject to OVERSITE by committees in the legislative branch.  

 

The problems . . . 

 

 It is likely that none of the elected people are experts in what the agency does. 

 The highest level agency executive is a “plant” of the political chief executive to help 

assure POLITICAL ACCOUNTABILITY.  

 It is likely that the two branches of government fundamentally disagree about the 

importance of the mission of the agency. 

 While the political chief executive is “boss,” (because the agency is part of the executive 

branch of government), the legislative branch “holds the purse strings.”  

 Both the political chief executive and the legislative branch are engaged in the budgetary 

processes. 

 No body may really understand the budget as a whole (especially at the national level) 

 A lot of the details are known only by TECHNICAL SPECIALISTS who work either for 

the executive branch or the legislative branch. 

 If the “train” needs repairs, it must be fixed while it is running down the track at high 

speed. 

 The political system itself is largely dysfunctional and distressed. (my opinion) 

 The agency itself may be in internal turmoil. 



 The president MAY INTENTIONALLY APPOINT AGENCY HEADS WHO OPPOSE 

THE ESSENTIAL MISSIONS OF THE AGENCIES. This tends to drive the experienced 

agency leaders out and undermines the entire system at the national level. 

 

And we expect this thing to run like a Singer sewing machine? 

 

Chapter 6 

 

This is an important chapter. At the moment I can just hit some of the highlights. We need to 

spend some more time together, "here."  

 

Rubin writes that for businesses, profits are the "bottom line," and for governments, balance is 

the bottom line.  

 

The federal (national) government of the United States is not required to have balanced budgets, 

and we have a $20 trillion debt to show for it.  

 

The major reason why a national government is not likely to be required to have a balanced 

budget is because of wars. In time of war, a nation is likely to have to borrow money. The nation 

itself may be at risk. What is the point of having no debt if you have no nation?  

 

Almost all the state governments have constitutions that include balance budget requirements. 

But what exactly does this mean?  

 

Well, it means different things and whatever it means tends to get distorted through practices that 

bend the rules. The idea is simple. A government should receive enough in revenues to pay for 

the services it provides each year. It should not have to borrow money to pay its bills. It should 

not have to "play games" to create the appearance of balance when in fact it is spending beyond 

its revenues.  

 

Now, to say that balance can be achieved through borrowing seems a bit strange to me. It should 

not be necessary to borrow if revenues are greater than or equal to expenditures. But according to 

Rubin and others, balance is often achieved through borrowing even in jurisdictions in which 

"balance" is required by constitution or other policy statement. The DEFICIT is the "shortfall" in 

a year.  

 

If a state government can borrow money to cover a deficit, then what is the difference between 

the states (which are required to have balanced budgets) and the national government (that is not 

required to have balanced budgets)? I mean, borrowed money has to be paid back, with interest.  

 

To fail to pay one's creditors means that others will no longer be willing to loan money (or only 

at very high rates of interest).  

 

This is kind of like PAYDAY LOANS in which people get caught up in a cycle from which they 

may never escape. People can sometimes declare bankruptcy and kind of start over.  

 



What would it mean for a state government to declare bankruptcy? What does it mean when a 

city government declares bankruptcy? A "failed state" is a national government that is no longer 

really a government. The people are still there. Problems still exist. But the government is 

dysfunctional. Gangsters and terrorists tend to move into the vacuum created by the absence of 

an organized government.  

 

Such states (nations) revert into primitive conditions in which chaos and terrorism reign. Power 

is no longer based on the rule of law but rather than on the powers of cohesion and intimidation 

by those with weapons. Debt is kind of like an active cancer because it grows upon itself. There 

is nothing wrong with debt if it is managed. But it can get out of control.  

 

Because it has to pay back principle plus interest on borrowed money, there is ever-greater 

pressure on a government to raise taxes and reduce services. But people don't want higher taxes 

and reduced services in a democracy.  

 

And so there is the PRESSURE TO BORROW and then to keep on borrowing, with some kind 

of faith that eventually it is all going to work out okay.  

 

Well, beyond a point, it is not okay. It is not fair or moral to pile up debs on future generations 

for the sake of present needs. It makes sense to borrow money for things that will benefit future 

generations. But it is not okay to "party now" and expect others in the future to clear up the mess 

later.  

 

“Balance” means many things. It may only mean that the governor’s PROPOSED budget must 

balance. 

 

BALANCE should be more about dealing with revenues and spending in the here and now and 

not so much about finding ways to borrow money and/or find cleaver ways to create the 

appearance of balanced budgets when they are not.  

 

BALANCE should be about fiscal discipline than about appearances. But I realize it is easier to 

hold to such ideas in a classroom than in the real world of political pressures and large and dire 

needs 

 

 

 

 

 

 

 

 

 

 


