
Speaking Notes 

PADM 5302  

January 28, 2020 
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WHERE WE ARE 

 

I think this is our third class meeting. 

I have set up assignment drop boxes in GeorgiaView. 

Assignment 1 is here. It is due in GeorgiaView on Feb. 9. 

http://www.robertcat.net/spring2020/padm5302/site/assignments/assignment1.pdf 

It is your responsibility to be sure you have access to GeorgiaView. 

We have two VIRTUAL GUEST SPEAKERS who will “visit” us in April.  

 

RECAP OF LAST WEEK 

 

 At best, a budget is a strategic planning document. It is often only a control document. 
 

 The beginning of a budget cycle involves negotiations between the agencies/departments 

of the government with the political chief execution (or actually his/her technical experts) 
 

 It makes more sense for the executive political leader to INITIATE THE PROPOSED 

BUDGET rather than the members of the legislative branch. 
 

 The estimation of near-future revenues is really important. How high is the ceiling/sky? 
 

 If the process goes haywire, the government usually continues to run on the previous 

year’s budget, kind of running on autopilot. 
 

 Budgeting is primarily political (not logical) and cannot be reduced to mere calculation. 
 

 Public budgeting and public finance are not the same, but are related. 
 

 A public budget is about more than what is required, “to keep the doors open and the 

lights on.” (Although that is part of it.) 
 

 Like public policy deliberations, the outcomes of public budgetary decisions are driven 

by POLITICAL POWER and CONTESTS AMONG INTERESTS/STAKEHOLDERS. 
 

 Public budgeting is about FISCAL SUSTAINABILITY, at any level of government. 
 

 There are MANY MORAL ASPECTS of budgeting, including the degree to which 

borrowing shifts the burden of expenditures to FUTURE GENERATIONS. 
 

http://www.robertcat.net/spring2020/padm5302/site/assignments/assignment1.pdf


 Ideally, budgeting should take place in the context of some kind of STRATEGIC PLAN 

that includes an ASSESSMENT OF THE PRESENT CONDITION of the entity, and a 

VISION that helps define how money should be allocated and toward what GOALS.  
 

 The inability of Congress and the President to budget effectively (and the continued 

growth of the national debt) has implications for budgetary processes at all levels of 

government in the United States.  
 

https://www.msnbc.com/rachel-maddow-show/deficits-soar-trump-asks-who-hell-cares-about-budget-

n1119181 

 

 The Tea Party seems to no longer have many defenders.  
 

SOME ADDITIONAL THOUGHTS 

 

The budgetary process is usually INCREMENTAL.  

 

Next year’s budget is likely to look a lot like last year’s budget. 

 

The “fuss” is about additions or subtractions AT THE MARGINS.  

 

This serves to reduce complexity and CONSTRAIN POLITICAL CONFLICT. 

 

ZERO-BASED budgeting is not really zero-based.  

 

It is good to put SUNSET PROVISIONS into policy legislation so programs don’t get lost in the data and 

continue “forever,” under the radar. 

 

(I think eventually GOVERNANCE will become more largely automated and legislators will become more 

like computer programmers, deciding how to modify the CODE that actually “runs” the government(s).) 

 

CHAPTER 1 (more or less) 

 

CHAPTER 1 the author introduces LINE ITEM BUDGETS, PROGRAM BUDGETS, and PERFORMANCE 

BUDGETS. But first, I want to lay some foundation in terms of FEDERALISM and the complexity and 

fragmentation of our governments in the United States. 

 

This legislative research commission report covers some of the same ground. 

 

http://www.lrc.ky.gov/lrcpubs/rr302.pdf 

 

This may also be useful. Notice slides 32 and 33 in particular. 

See also slides 58 and 59. 

 

https://www.msnbc.com/rachel-maddow-show/deficits-soar-trump-asks-who-hell-cares-about-budget-n1119181
https://www.msnbc.com/rachel-maddow-show/deficits-soar-trump-asks-who-hell-cares-about-budget-n1119181
http://www.lrc.ky.gov/lrcpubs/rr302.pdf


https://www.slideshare.net/ahrainey/Performance-Based-Budgeting 

 

See also: 

 

http://www-personal.umich.edu/~steiss/page24.html 

 

http://www.dtic.mil/dtic/tr/fulltext/u2/a263912.pdf 

 

FEDERALISM 

 

Without an understanding of federalism, it is not possible to make correct sense of governance in the 

United States. 

 

We do not have a UNITARY government. We have a maze of at least 5,000 governments. This makes 

rational decision making difficult or impossible.  

 

The relationship between the “federal” government and the state governments is complex because of 

federalism.  

 

The relationship between the state governments and cities and counties is also complicated but not as 

complicated. Cities and counties are “creatures” (legal creations) of the state governments. As such, 

state officials and state agencies are in the driver’s seat. 

 

In the history of the U.S. the primary locus of power has swung back and forth between the national 

government (what is usually called the federal government) and the state governments.  

 

To the degree that the national government is in charge there is more UNIFORMITY in policies 

throughout the nation. To the degree the state governments are in charge, there is more VARIABILITY in 

policies throughout the nation. 

 

The Civil War in the middle of the 19th Century was a test of this.  

 

Generally speaking, people who are political conservatives tend to favor a smaller, less involved national 

government (meaning the agencies of the national government). 

 

This difference of opinion goes all the way back to the creation and ratification of the US Constitution in 

the late 18th Century. Are we essentially one nation or fifty nations? What is the SCOPE of the national 

government in terms of making and enforcing policies. 

 

What is the DIVISION OF LABOR regarding governance between the national government and the state 

governments? (“State” means nation.)  

 

Well, money pretty much tells the tale.  

 

https://www.slideshare.net/ahrainey/Performance-Based-Budgeting
http://www-personal.umich.edu/~steiss/page24.html
http://www.dtic.mil/dtic/tr/fulltext/u2/a263912.pdf


Prior to 1913 the national government did not have any solid revenue sources. Without much money 

national officials and agencies had limited CAPACITY to tell state officials and agencies what to do. 

 

The 16th Amendment was ratified in 1913 and gave the national government the power to tax personal 

and corporate incomes. 

 

https://www.investopedia.com/terms/s/sixteenth-amendment.asp 

 

This power moves power toward the national government and its agencies. The national government 

can now send some money to the state and local governments, often as CATEGORICAL GRANTS that 

“have strings attached.” 

 

This, of course has huge ramifications for the budgets of state and local governments, realizing that 

budgeting begins with the anticipation of revenues. 

 

National, state and local governments have different major revenue sources. However, there is some 

overlap. Most the state governments also tax incomes. And some cities tax incomes earned within city 

limits. As they say, “it is complicated.” But another saying is, “He who pays the piper calls the tune.”  

 

The recent TEA PARTY MOVEMENT arose out of opposition to taxes and tax rates. Opposition to new 

taxes and to high tax rates is not just about finances. It reflects a fundamental difference of opinions 

regarding the legitimate SIZE AND SCOPE of government generally and the question of BALANCE OF 

POWERS among the various levels of government. There is a “starve the beast” perspective toward the 

national government. Its size and scope is constrained by the money available to it through taxation and 

other revenue sources. 

 

Some of this appears to be grounded in a STRONGLY FELT DISLIKE FOR GOVERNMENT and for 

bureaucracy in general.  

 

https://en.wikiquote.org/wiki/Grover_Norquist 

 

“Bureaucrats” and “bureaucracy” takes a lot of bashing, but in general, most people report general 

satisfaction with the services they receive from most government agencies.  

 

SO, WHAT IS THE POINT? 

 

Well, it is the season for Congress and the President to fuss over raising the DEBT CEILING again or 

possibly close down some federal agencies again for a few days before doing what everyone knows 

must be done. 

 

This is childish, but the stakes are getting higher. 

 

https://www.investopedia.com/terms/s/sixteenth-amendment.asp
https://en.wikiquote.org/wiki/Grover_Norquist


The government of CHINA essentially functions as banker and loan officer for the national government 

of the US and is threatening to stop loaning money to the national government of the US if the Trump 

Administration gets tough on the issues of the trade deficit.  

 

This is where the importance of SYSTEMS THINKING becomes apparent. There are consequences for 

“attacking” your banker. And nobody is forcing Americans to buy things made in China. If China stops 

loaning money to the US, it is likely that the national government is going to have to find other 

“bankers” and that they will require higher rates of interest. Do we really want to go down this road?  

 

ALSO, PRESIDENT TRUMP is not talking about somehow DRIVING INTERESTS LOWER THAN ZERO 

PERCENT. How is that possible? Sure, that would help the nation with its DEBT IN EXCESS OF 20 

TRILLION DOLLARS. But who is going to loan anyone money at a negative interest rate??? 

 

REVIEW AND ADDITIONAL NOTES 

 

Public budgeting serves multiple functions. It lies at the heart of the policy process of a government. It 

has symbolic functions. It is a means by which elected leaders CONTROL administrative agencies. 

 

It can also support program planning and performance measurement functions, depending upon the 

format used. 

 

The best prediction of what will be in the budget for the coming year is what was in the budget for the 

current year. What actually happened with the current year’s budget may not be highlighted in the 

budgetary process. BOTH ELECTED POLITICIANS AND ADMINISTRATORS have an interest in getting on 

with things and not getting bogged down in details.  

 

Of course, GROSS ABUSES on the administrative side should be discovered in the AUDIT PROCESS during 

and following every budget year.  

 

But a substantial degree of ADMINISTRATIVE DISCRETION is necessary. A prudent administrator will hold 

back some spending during the year realizing that future events are UNCERTAIN.  

 

But the process itself produces a pattern of behavior in which there is often a flurry of unnecessary 

spending by the agency near the end of the budget year. If an agency does not spend up its current 

budget it is hard pressed to justify asking for the same amount (or more) for next year. 

 

THE BASE is the amount of last year’s budget. Budgeting proceeds largely on MARGINAL ANALYSIS. The 

base amount is not usually required to be defended, except under ZERO BASED BUDGETING, which is 

not widely practiced. (When Zero-based Budgeting is practiced, it really usually assumes that 90 or 95 

percent of the base does not need to be defended. This sets up a slightly modified “dance” among the 

actors in the budgetary process.)  

 

IN OTHER WORDS, the budgetary process is MARGINAL and INCREMENTAL. And usually the fuss is about 

MARGINAL INCREASES in the financial needs of the agencies. So, over time, budgets tend to grow. The 



costs of things tends to increase over time, and there is often “mission creep” as agencies take on new 

responsibilities or seek to expand existing service programs. 

 

The MARGINAL and INCREMENTAL aspects of public budgetary processes are defensible. Everyone 

involved has an interest in CONTAINING THE AMOUNT OF CONFLICT involved in budgetary 

deliberations. There is a LIMITED CAPACITY for conflict at all levels of government. MANGINAL ANALYSIS 

and INCREMENTALISM (based on base each year) help contain the level of conflict.  

 

But this tends to produce a RATCHET EFFECT over the years. Like the universe, every part of it tends to 

expand over time. In other words, it tends to ALWAYS RATCH UP, AND NEVER RETURN TO SPENDING 

LEVELS BEFORE THE WAR OR OTHER CRISIS. 

 

Also, the argument is made that EVERYTHING in the budget was “under the microscope” at some point 

in time and it is unnecessary to try to look at everything every year. But programs sometimes “keep on 

trucking” under the radar for many years, continuing to be funded. The solution for this is putting a 

SUNSET PROVISION in the original law by which the program was created. (Hopefully) this causes 

funding to end on a date certain and forces whoever wants the program to continue to step forward and 

make the case for it again. This is a COMPUTATIONAL APPROACH to governance in which the processes 

of government are like the processes within a computer.  

 

Also, Congress has managed to put most of the federal budget on AUTOPILOT anyway. And still they 

cannot pass real budgets from year to year. PLEASE WATCH THIS. THIS IS IMPORTANT! (January 18, 

2018) 

 

https://youtu.be/x_eHdtwFCv4?t=829 

 

U. S. Senator Mike Rounds: “It has to be fixed. It has to be fixed.” 

 

“In the last 44 years we have actually made the appropriation process work the way it is supposed to 

[work] to [only] four times.” 

 

“Now, in 2018, if you look at the amount of the budget we actually vote on, even if we were to pass all 

twelve appropriate bills by October 1, it would amount to about 28 percent of the budget we actually 

spend, because Medicare, Medicaid, Social Security and interest on the debt are all on autopilot.” 

 

It seems to me that everything they actually do make decisions about regarding the budget is deficit 

spending, FINANCED BY BORROWING and become an addition to the EXISTING NATIONAL DEBT. 

 

And periodic closing of parts of the federal government (“government shutdowns”) are a way to create 

a crisis in order to get a national budget passed. “CR” means continuing resolution. It means that in the 

absence of AN ACTUAL BUDGET APPROPRIATION (more than an authorization), the money keeps on 

flowing to the agencies as per before.  

 



I mean, this is not a condo we are renting by the night. This is about the operation of the national 

government of the mighty United States of America! 

 

And getting into a trade war with China is not the answer. When the government of China stops loaning 

us money so we can increase the debt ceiling every 30 days, where are we going to borrow the money 

and at what higher interest rate?  

 

When are the CREDIT RATING AGENCIES going to “get real” and lower the credit rating of the national 

government of the United States of America? 

 

https://en.wikipedia.org/wiki/United_States_federal_government_credit-rating_downgrades 

 

And would lower credit ratings affect the rate of interest on the existing national debt? My 

understanding that existing debt has to be re-done every several years. THAT MEANS that the rate of 

interest on the entire $20 trillion or so debt could increase substantially over a period of several years. 

 

https://www.thebalance.com/interest-on-the-national-debt-4119024 

 

Paying interest on the debt IS NOT DISCRETIONARY, assuming we want to still have a national 

government and not break apart into 50 nations.  

 

If DISCRETIONARY SPENDING at the national level is now only 27 percent of the annual budget, it will 

become less if required interest payments on the debt increase. At what point does it not matter who 

we elect to Congress because almost all the spending is on autopilot anyway? 

 

And then what “TRICKLES DOWN” is not wealth but burden, as state and local governments try to pick 

up things like infrastructure. 

 

https://www.politico.com/story/2018/01/28/trump-infrastructure-cities-states-373775 

 

NOW WHAT THIS THIS ALL MEAN AT THE STATE AND LOCAL LEVELS OF GOVERNMENT? WHAT DOES IT 

MEAN TO NONPROFITS AND OTHER ORGANIZATIONS THAT MAY DEPEND UPON THE NATIONAL 

GOVERNMENT FOR CONTRACTS? 

 

It means that state and local governments may have to take a more "go it alone" approach to things. 

 

It means GREATER DIVERSITY among and between states and less transfer of money from "richer" states 

to "poorer" states. 

 

It means that the states of the nation may be becoming LESS TIGHTLY BOUND TOGETHER and more like 

the LOOSE CONFEDERATION of states as existed prior to the ratification of our CONSTITUTION in the late 

1700s. 

 

https://en.wikipedia.org/wiki/United_States_federal_government_credit-rating_downgrades
https://www.thebalance.com/interest-on-the-national-debt-4119024
https://www.politico.com/story/2018/01/28/trump-infrastructure-cities-states-373775


In budgetary and financial management terms, it means that STATE GOVERNMENTS probably need to 

begin to think more like businesses, cut social services, and think more about becoming self-sustainable. 

 

In the age of more severe storms and other major weather events, it is likely to mean that going forward 

the national government is going to be less able and willing to help pay for recovery efforts. 

 

I believe that it means that local governments should be working to become MORE RESILANT, meaning 

having substantial amounts of "money in the bank" (and other sound investments) to be able to fall back 

on when and if necessary. 

 

I would argue that it means that local governments more than ever need professional administration 

(not just part-time mayors) to help make themselves more resilient, even realizing the costs of 

professional local government administration. 

 

What I make of it, for what it may be worth: 

 

 We have serious problems regarding funding the public sector, and President Trump is 

not the cause of them. Having said that, LARGE TAX CUTS (mostly for rich people) 

cuts into revenues at the national level. 

 

 The budgets of national, state and local governments are STRONGLY 

INTERCONNECTED.  

 

 Budgetary processes at the national level are SERIOUSLY DYSFUNCTIONAL because 

members of Congress are unable and unwilling to deal with conflicts and take the heat for 

doing so.  

 

 Responsibilities will continue to fall more upon state governments and the nation will 

become increasingly “diverse” in terms of POLICIES and WEALTH. Crossing a state 

line will become more like crossing an international border. 
 

 Increasingly, the BUDGETARY PROCESSES OF LARGE CONSEQUENCE in the 

lives of people will be those at the state and local levels. State and local taxes are likely to 

rise as federal taxes decrease. At some point in the future there may be a dramatic rise in 

federal taxes in an attempt to save the integrity and unity of the nation.  
 


