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INTRODUCTION 

 
This is a chapter on OPERATING BUDGETS, including budgeting for personnel services. 
Operating budgets include things usually expected to be used up within one year. This includes 
office supplies, utilities, salt for plowing out frozen road, and so forth. In contrast, CAPITAL 
BUDGETS include things expected to last for many years, such as fire trucks, buildings and 
sewer systems. The difference is in the cost of items and their anticipated duration of use. 
Some items kind of fall in the middle, and may be budgeted for under either type of budget. 
Computers may fall into this category. Police vehicles may fall into this "in between" category. 
In most jurisdictions, operating budgets must balance. Anticipated revenues (to the political 
jurisdiction) must at least equal anticipated (budgeted) expenditures. Capital projects are 
almost always financed for multiple years. There must be enough revenues for pay for financing 
in year one. Whoever loans the money will expect to the paid in future years also, of course. 
But it would not be fair to expect today's taxpayers to immediately pay the total cost of a new 
sewer system expected to last for many future years. Conversely, it would not be fair to burden 
future taxpayers for the costs of things used up within one year.  
 
The general fund is the only fund addressed in this chapter. For present purposes, it is the 
largest fund and the most important one. Additional funds are separated out for various 
reasons, such as earmarking of specific revenues. Dr. Menifield gives some examples of simple 
line-item budgeting for personnel expenses in this chapter. Notice the code number to the left 
of each line-item. These code numbers are defined in a chart of accounts that may be unique to 
a particular political jurisdiction. They tie to the accounting system used by the jurisdiction. 
They also relate to bookkeeping and auditing, of course. The point is that all of this is highly 
formalized and almost always automated using specialized software applications. This applies 
to businesses and nonprofit organizations also. By tradition and practice, public administration 
education does not get into the technical details of accounting and related fields. The chapter 
we are studying gives only a very high-level view, intended to help prepare generalist 
administrators.  
 
Government services are very labor-intensive. This explains the emphasis on personnel 
budgeting. As an administrator you are going to need the help of a personnel administrator 
who understands insurance, taxes and all the rest. This particular course is an introduction to 
budgeting, not personnel administration. People are among the most valuable assets of any 
organization or government, and among the very most difficult to manage. Proper budgeting 
for personnel is vital.  
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