
Speaking Notes 

PADM 5302 Public Budgeting and Finance 

March 26, 2019 

Dr. Neubauer 

 

WHERE WE ARE 

 

 We are “in” chapter 6 today, as per syllabus. 

 Please read chapters 7, for next week. 

 We skipped assignment 3. Credit will be given. 

 Here is assignment 4. 

 http://www.robertcat.net/spring2019/padm5302/site/assignments/assignment4.pdf 

 Here is assignment 5. 

 http://www.robertcat.net/spring2019/padm5302/site/assignments/assignment5.pdf 

 The final examination will be due SUNDAY, MAY 5 in GeorgiaView. 

 

 

LAST WEEK . . . 

 

We talked about the variety of major revenue sources of local governments, states, and the 

national government. We also talked about the aspects that make a revenue source “good” or not 

so good.  

 

Good revenue sources are progressivity, substantial revenue, not costly or difficult to collect, 

fair, “make sense,” not highly controversial, voluntary, and not having undesired (unintended) 

side effects. 

 

Bad things include being regressive, not producing much revenue, being costly and/or difficult to 

collect, not making sense, being controversial, being involuntary, and having undesired side 

effects. If a revenue source does not produce much revenue and is costly/difficult to enforce, 

then, what’s the point, unless the intent is to change people’s behaviors and not to generate 

revenues. 

 

Generally speaking, income taxes are “good,” especially if there are some means by which high-

income people can reduce the “hit.”  

 

I would argue that lotteries and other forms of legalized gambling are “bad” in that (although 

voluntary) they are regressive and may have undesired side effects, such as creating gambling 

addictions. 

 

THIS WEEK IN CHAPTER 6 . . . 

 

This is about the application of ANALYTICAL METHODS to both 

 

 Revenue forecasting 

 Defending budget requests before legislative committees 

http://www.robertcat.net/spring2019/padm5302/site/assignments/assignment4.pdf
http://www.robertcat.net/spring2019/padm5302/site/assignments/assignment5.pdf


 

 

INITIAL THOUGHTS 

Revenue forecasting (for a government) is an entirely different challenge than making decisions 

about how to spend money for various projects. They are RELATED but DIFFERENT analytical 

challenges. 

 

 AND it is possible to make political decisions that can affect future revenues. At the 

federal government level, Republicans often claim that reducing taxes will spur private-sector 

investments and may even result in INCREASING income tax (personal and corporate) receipts. 

This is known as SUPPLY SIDE ECONOMICS. It does not usually work out that way. 

Generally speaking, higher income tax rates produce more revenue (for government) than do 

lower income tax rates. There may be some point at which HIGHER tax rates produce 

REDUCED government tax revenues; but we are not apparently operating in that vicinity. 

 

https://psmag.com/economics/the-tax-cuts-and-jobs-act-of-2017-has-not-paid-for-itself 

 

Local government leaders have to take a lot into account when anticipating coming revenues. 

 

https://bethesdamagazine.com/bethesda-beat/government/lower-state-tax-revenues-expected-to-

create-tight-budget/ 

 

Generally speaking, an increase in income tax rates generates more revenues (even taking 

account of the fact that it drives rich people and corporations to pay well-qualified tax 

accountants to find ways to reduce the "hit.") 

 

https://www.thebalance.com/trump-plans-to-reduce-national-debt-4114401 

 

I don't know how "solid" the organization behind "the balance" is but this appears to be a useful 

article about the national deficits and debt.  

 

See this also. 

 

https://www.thebalance.com/current-federal-mandatory-spending-3305772 

 

OKAY, SO MUCH RIGHT NOW FOR REVENUE PROJECTIONS. 

 

The author of our textbook makes references to COMMON BUSINESS TECHNIQUES to 

decision making about spending; and to ways to make choices among two or more alternatives 

intended to accomplish the same thing. 

 

It is good that public administrators and elected political leaders have a business background and 

know these techniques. 

 

BUT GOVERNMENT SPENDING FOR PROJECTS IS DIFFERENT. I would argue . . . 

 

https://psmag.com/economics/the-tax-cuts-and-jobs-act-of-2017-has-not-paid-for-itself
https://bethesdamagazine.com/bethesda-beat/government/lower-state-tax-revenues-expected-to-create-tight-budget/
https://bethesdamagazine.com/bethesda-beat/government/lower-state-tax-revenues-expected-to-create-tight-budget/
https://www.thebalance.com/trump-plans-to-reduce-national-debt-4114401
https://www.thebalance.com/current-federal-mandatory-spending-3305772


MAINTENANCE MUST BE A HIGH PRIORITY 

 

"A stitch in time saves nine" may not mean much to people today. It originally cam from the 

practice of mending a small tear in cloth before it becomes a larger one. 

 

https://en.wiktionary.org/wiki/a_stitch_in_time_saves_nine 

 

But unless you plan to replace some existing fixed asset (or infrastructure) soon, it pays to 

maintain it. Fixing the roof BEFORE it begins to leak is far better than doing so after it leaks. 

 

In terms of PERSONNEL COSTS, look at the costs of OVERTIME. Also look for ways to 

MODIFY EXISTING WORKFLOWS to reduce the numbers of needed employees. (Also take 

into account increases IT costs when you AUTOMATE an existing workflow process.) 

 

Most government expenditures (should) bit into a larger picture involving a VISION of the 

future and a STRATEGY for getting from "here to there." Not every part of a plan is likely to 

have a positive COST/BENEFIT analysis, for example. But a strategy requires all (or at least) 

most of its parts. 

 

Finally, while corporations surely also have internal "politics," they are not the politics that 

governments face. Much of what is done by government jurisdictions is not done for "business" 

reasons. It is done for POLITICAL reasons. And politics is often intensely personal. Consider 

the invasion of Iraq following the terrorist events of September 11, 2001.  

 

========= = 

 

Let’s talk about the revenues of a state government. Suppose the major revenue source are the 

following. 

 

 State sales taxes 

 Revenues received from the national government 

 Individual income taxes 

 Corporate income taxes 

 Sale of lottery tickets 

 

The question is how to estimate total revenues in the coming budget year. 

 

Well, the sample approach is to use total revenues data from recent past years and project the 

trend. This is simple linear projection analysis. It assumes the recent trend will continue, when in 

fact the road ahead may not be straight. 

 

https://en.wiktionary.org/wiki/a_stitch_in_time_saves_nine


  
Source: PEXELS.com 

 

And even if all state revenue sources appear to be stable over the years IN AGGREGRATE, the 

individual components of total revenues may not be stable individually. 

 

It is important for SOMEBODY in the government to be keeping an eye on EACH aspect of 

revenues. The individual parts of revenues may in fact by individually dynamic. 

 

You should look for LONG TERM TRENDS – not just the past several years. THE GENERAL 

ECONOMY tends to up and down in CYCLES over numbers of years and the cycles are not of 

equal length.  

 

And there may be really bad event that could shake the entire “show,” such as the national 

government suddenly becoming involved in a major war with its “banker.”  

 

Some things tend to trend together, such as sales tax revenues and income tax revenues. And 

other things may trend apart. In a recession, revenues from lotteries may actually increase as 

people become desperate for money to pay the rent.   

 

I think the thing to really keep an eye on is state revenues based on transfers of money from the 

national government. This could suddenly cause the trend of total revenues to decline. 

 

 
Source: PEXELS.com 

 

Insight is better than “simple minded” projection of an overall trend. 

 

 



 
 

Shifting Gears Now . . . 
Source: Carmax.com 

 

The rest of chapter 6 regards various QUANTATIVE TECHNIQUES that can be used to defend 

budget requests before legislative committees and otherwise. 

 

We already talked about PRESENT VALUE CALCULATIONS that can be used to compare 

comparable projects with different patterns of future costs and benefits streams. 

 

COST-BENEFIT analysis basically says that if the costs of doing something are higher than the 

anticipated financial benefits, maybe it is not a good thing to do. 

 

BREAK-EVEN analysis asks the question, if we spend money to do this, how many years will it 

take for us to get back that amount in financial benefits? 

 

RATE OF RETURN analysis (ROI) treats a capital investment as if it were an investment. 

 

And then there are all sorts of SURVEY RESEARCH analysis in which people’s subjective 

judgements are reduced to numbers and then the numbers are used to make what APPEAR TO 

BE QUANTITATIVE ANALYSES. “Hard numbers” are often hot as “hard” as they appear. 

 

How safe do you feel downtown after dark? 

 

Very unsafe          Unsafe          Undecided        Safe        Very safe 

          [  ]                   [  ]                   [  ]               [  ]                [  ] 

 

Unlike businesses, many of the things that governments spend money for are not primarily 

intended to produce revenues. And while you can attempt to “put a number” on any kind of 

benefit (like saving a life by preventing a traffic accident), it is not really clear HOW to assign a 

dollar value to something that is not innately money. 

 

What is the value of the pretty flower beds in front of the Fine Arts Center? It may be possible to 

calculate the cost of them (initially and over time), but exactly how many dollars benefit are 

they? 

 



How much public money should be spent on prenatal care in order to help prevent babies being 

born prematurely?  We know that is very important, but can you really calculate a meaningful 

ROI on that investment? No, for multiple reasons. It can be argued that good prenatal care is 

“priceless,” but that is not very helpful for budgetary purposes. 

 

You can generate numbers about almost anything. And, depending on who you are speaking to, 

“numbers” may or may not change decision outcomes. 

 

But I think we should acknowledge that in the SOCIAL SCIENCES, numbers are often not as 

precise as they appear to be. 

 

In PA it is common to do community surveys using statements with LIKERT-SCALE response 

patterns, like the one shown above. Teaching evaluations (and many other things) are often done 

this way. The problem is, that the real “data” is QUALITATIVE and QUANTITATIVE 

ANALYSIS does not make much sense. 

 

CONCLUSIONS 

 

Professionals need WELL ESTABLISHED TECHNIQUES to be used in making decisions 

relevant to REVENUE PROJECTIONS and THE COSTS OF DOING THE KINDS OF 

THINGS GOVERNMENTS DO. 

 

Solid revenue projections require a real understanding of the structure of all the various sources 

of revenue a particular government has – and not merely some vague sense of a trend line based 

on past years. 

 

Local governments are CONSTRAINED in what they can tax (and how much) by their 

CHARTERS from the relevant state government. 

 

State and local governments are likely to RECEIVE LESS REVENUES from the national 

government going forward. 

 

Many state and local governments have CRUMBLING INFRASTRUCTURE that are very 

costly to repair and replace. 

 

Many state and local governments may have PENSION OBLIGATIONS to former employees 

that are not adequately financed from money that should have been set aside years ago. 

 

I personally think CLIMATE CHANGE is likely to produce more EXTREME WEATHER 

EVENTS going forward and will continue to constrain the revenues of governments at all levels. 

 

 


