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INTRODUCTION 

 
I think the inclusion of material on revenue forecasting in this chapter is confusing in context 
and should be moved into the previous chapter. The part I want to focus on regards how to 
make decisions among multiple ways to accomplish the same thing. The textbook example 
about different ways to increase police presence in a part of a city is a good example. There are 
mathematical techniques like break-even analysis that can be applied by people with technical 
quantitative (numbers) skills that may provide some evidences of which alternative project is 
better. I cannot add anything to the textbook explanation of these methods. If you ask 
questions I will try to provide answers.  
 
But this is what I can contribute. The "best" answer to a political question can be guided by 
quantitative methods. Budgets are political. In my opinion, you cannot calculate "the best" 
choice. Best for whom? What it boils down to is that people hold their preferences because of 
their values and personal interests. If you have reason for a political preference and if a 
particular calculation supports your preferred choice, you can use that information to help 
make your case. Ultimately, political power resides in elected leaders; not in the hands of 
"bureaucrats" with scholarly models and their calculators. At best, the bureaucrats can help the 
elected leaders better understand their choices. The technical bureaucrats can and will make 
recommendations. They should. But ultimately decisions will be made by political leaders for 
political reasons. And according to democratic theory, that is as it should be. In my opinion, 
making choices based on the low bid can be problematic. But that is another "story." 
 
Let me add one last thing here. Sunk costs are sunk and should be left to history. If you just 
spent money putting a new engine in your old car, and the transmission fails, then you must 
decide whether or not to continue to invest in your old car. What you spent on the new engine 
is irrelevant. That money is gone. Assess the situation from where you are now. If a project is 
failing, it may be best to stop the "bleeding" and let go of it. But that is very difficult for elected 
leaders to do. I have had enough old cars to know. Cut your losses and move on. And try to 
learn from your mistakes. 
 

READING ASSIGNMENT 

 
Menifield Chapter 6: Budgeting Techniques and Analytical Models 
  

MEDIA LINKS 

 
Net present value (Wikipedia.org) 
https://en.wikipedia.org/wiki/Net_present_value 
 



Return on investment 
https://en.wikipedia.org/wiki/Return_on_investment 
 
Sunk costs 
https://en.wikipedia.org/wiki/Sunk_cost 
 
 
 


