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Dr. Neubauer 

 

WHERE WE ARE: 

 

 This is the second week of class. 

 The first discussion is due Sept. 11 and the first assignment Sept. 18. I have time to get 

those to you. 

 www.robertcat.net/fall2016/padm5302/ 

 I have not yet created the drop boxes in D2L. 

 Your email addresses are on a computer presently in the shop which I hope to have back 

this Friday. 

 

REVIEW FROM LAST WEEK: 

 

Public budgeting and public finance are related. They are two different things. 

 

Budgeting is about making decisions regarding allocation of available resources (money) among 

the operating expenses of agencies/departments and among capital projects (such as construction 

of new buildings).  

 

Finance is about the management of money within agencies/departments. It is about maintaining 

necessary LIQUIDITY while making prudent investments of what money can be invested. 

 

Non-profit organizations must do budgeting and financial management also, of course.  

 

I like metaphors and analogies.  

 

Money is like blood. If this were a course in medical school, this would be the course on the 

blood. Nothing gets done without money. A public administrator without at least a basic 

understanding of budgeting and finance is not likely to have a successful career. 

 

This course can be taught from more of a political science perspective or from more of a 

business administration perspective. I try to do both, to the limits of my present abilities.  

 

I may make frequent reference to "the dance" of public budgeting. This is another metaphor. This 

is in the spirit of Aaron Wildavsky. I may sometimes refer to "the game." It is the same idea. 

 

There are some aspects of this course that can be approached on the basis of OBJECTIVE 

RATIONALITY. In other words, it is possible to use financial analysis to compare two similar 

capital products in terms of cost-benefit analysis incorporating present values of costs and 

financial benefits. 

 

But few challenges in public budgeting can be entirely approached objectively. 

http://www.robertcat.net/spring2016/padm5302/


 

A NEW OBSERVATION THIS WEEK: 

 

The first assignment is largely about COMMON SENSE. “Free money” is not a “no brainer.” 

Thank about the assignment from a PRACTICAL PERSPECTIVE.  

 

We will make use of the NASHVILLE METRO website in this course. Please begin now to 

explore the resources available online regarding the Nashville Metro government. Learn about 

the various departments of the government. Find recordings of budgetary hearings. There are 

MANY resources there relevant to public budgeting and finance. 

 

CHAPTER 1 OF OUR TEXTBOOK BY DR. RUBIN: 

 

When reading a textbook it is important to "see" the structure of the chapter. This chapter has 

THREE MAIN HEADINGS, as follows. 

 

1.  What is Budgeting? - beginning page 2 

 

2. Governmental Budgeting - beginning page 6 

 

3. The Meaning of Politics in Public Budgeting - beginning page 27 

 

Most good authors include a "road map" early in the chapter. Her "roadmap" for this chapter is 

on page 2. 

 

"Public budgets clearly have political implications, but what does it mean to say that key 

political decisions are made in the context of budgeting? The answer has several parts. Frist, 

what is budgeting? Second, what is public budgeting as opposed to individual or family 

budgeting or the budgeting of private organizations? Third, what does political mean in the 

context of public budgeting?" 

 

So, as you read the chapter, be mindful of "where you are" in the author's journey. Like many 

sermons, there is a beginning, three main points, and a conclusion.  

 

The problem comes when the main points are subdivided into sub-points and you lose track of 

"where you are" as you read. I think this is sometimes referred to as being, "in the weeds." 

(always another metaphor) By weeds, I mean the detailed subdivisions of the major parts of a 

chapter. I don't mean "weeds" in any negative sense. 

 

When you get "lost in the weeds" you need to remind yourself of the map and major structure of 

the chapter, and perhaps look at the summery at the end to "see the big picture." 

 

Sometimes, thee is some REALLY IMPORTANT "STUFF" down in the details To me, in this 

chapter the "jewels in the details regard the FIVE CLUSTERS beginning on page 29 and ending 

the middle of page 33. 

 



WHAT IS BUDGETING? 
 

Budgeting is about making hard choices within constraints. Almost every person, family and 

organization has essentially unlimited "wants" and limited resources.  

 

Some budgets are more formal than others. But we all should have a sense of "when" we are 

getting "near the edge."  

 

Almost all budgeting involves choices involving things that have different kinds of value. It is 

not always "apples to apples" or cookies to candy.  

 

There is not a common denominator of all the different kinds of values. Maybe there is. 

Economists use the term "utility" to refer to value.  

 

Houses and cars are not "apples to apples." And yet people make decisions involving that 

tradeoff. 

 

Delaying having a family in order to continue one's education is another decision that does not 

have a common-denominator in terms of some unit of utility. 

 

Also, budgeting is usually about visions of possible futures. It is about UNCERTAINTY.  

 

We may budget with an eye toward the future we hope to create or the possible futures we want 

to avoid.  (Long-term care insurance, for example.) 

 

WHAT IS GOVERNMENT BUDGETING AS CONTRASTED WITH 

OTHER KINDS OF BUDGETING 
 

I would say that government budgets involve many more INVOLUNTARY STAKEHOLDERS 

than do personal, family, business or corporate budget. 

 

"Other people's money" (OPM) has at least two implications. The "other people" may be 

investors or the "other people" may be tax payers who do not pay taxes voluntarily.  

 

When making decisions about the use of money from people who were forced to pay it (and 

making decisions about the futures of many people collectively) the ETHICAL and practical 

stakes are very high. 

 

Other kinds of budgets include family budgets and business/corporate budgets. 

 

Government budgets are generally larger and more complex. 

 

There are usually more stakeholders and they tend to have different values and interests. 

 



Government budgets not only involve OTHER PEOPLE’S MONEY, but often money that others 

have been forced to provide to government. 

 

Government budgets often involve money from revenue sources that can only be spent for 

particular purposes. (See earmarking, funds and accounts management.) 

 

Public budgeting is done more in a “fishbowl” than other kinds of budgeting. 

 

Government budgets tend to have some perverse incentives that may not be present in other 

kinds of budgeting. For example, agencies may be required to return what they have not spent at 

the end of the fiscal year. So doing, undercuts their future interests. 

 

Government budgets have many more stakeholders with the power to influence decisions. 

 

Governmental budgeting includes some relatively unique constraints. Revenues include flows of 

money between governments and often there are constraints on how the money can be spent. 

Plus, there can be MANDATES from other governments that require a government to do 

particular things (that cost money) regardless of the preferences of leaders or citizens. Plus, local 

governments are constrained in their choices by their respective state governments. Local 

governments are not sovereign.  

 

WHAT DOES “POLITICAL” MEAN IN THE CONTEXT OF PUBLIC 

BUDGETING? 

 
"Political" means its "other people's money," or more likely, other people's debt. 

 

"Political" means that "elected armatures" are in charge -- not professional administrators. 

 

“Political” means that the careers of professional politicians are at stake. 

 

"Political" includes the implications of political fragmentation, federalism, separation of powers 

and "political rationality."  

 

Political" too often means fixation on the bugs on the windshield. (metaphor alert) 

 

"Political" means complexity so dense that no quantitative solution or computer algorithm can 

make decisions objective and objectively defensible.  

 

It means that the values, beliefs and passions of citizens must be incorporated into budgetary 

decision making. 

 

It means that political favors can be bought and sold among elected politicians with the money 

being allocated by a budget. 

 



Too often it means “kicking the can down the road” because by so doing elected leaders help 

assure their own reelection, realizing that the “day or reckoning” can be postponed until they 

have chosen to retire. 

 

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

 

To me, the most valuable part of this chapter is the idea of multiple 

decision clusters, beginning on page 29 and ending in the middle of page 

32.  

 
People who participate in pubic budgeting (elected politicians, generalist administrators, interest 

group representatives, citizens, budget specialists and perhaps others) need t be mindful of 

multiple "decision clusters" all together.  

 

ONE IS THE REVENUE CLUSTER. What is the "ceiling."  
 

 (Yogi Berra quotation: It's tough to make predictions, especially 

  about the future.) 

 

A city (for example) does not know exactly what its available revenues 

will be in the coming fiscal year, but it needs to make a reasonable 

estimate. Otherwise, a budget is little more than a wish list. 

 

ANOTHER IS THE EXPENDITURE CLUSTER 

 

What is it likely to cost, just to "keep the lights on?" 

 

What "chickens are likely to come home to roost" in the fiscal year? 

 

Are the costs of gasoline and other budget items increasing or 

decreasing? 

 

What are the likely costs of items on the "wish list?" 

 

ANOTHER IS THE BALANCE CLUSTER 

 

Does the budget (really) have to balance? 



 

Can we borrow money, and if so, at what rates of interest? 

 

Can we raise taxes without severe practical or political consequences? 

 

Are we exploiting future generations? Do we care if we are? 

 

"Who will tell the people?" 

 

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

 

My conclusion . . . 

 

Notice the subtitle of the textbook - "Getting and Spending; Borrowing 

and Balancing." 

 

Public budgeting is too often the "sloppy dance" of how complex and 

subjective political decisions are make about the size and scope of 

government and the allocation of government revenues among things 

and services of unlike values.  

 

To use another metaphor, public budgeting is not the “precision 

machine” we might like it to be. It has to be an adaptive process because 

the future is unknown. The fancy phrase is something like, “an agile, 

adaptive system.” The less fancy phrase is probably, “necessarily 

messy.”  

 

Budgeting cannot be reduced to mere calculation because POLITICAL 

VALUES and MULTIPLE INTERESTS are involved. There is no 

COMMON DENOMINATOR that all values can be reduced to. Needs 

are of DIFFERENT TYPES and even money is subdivided into various 

ACCOUNTS. Some of it is designated for particular purposes.  

 

 


