
Speaking Notes 

PADM 5302 Public Budgeting and Finance 

March 19, 2019 

Dr. Neubauer 

 

WHERE WE ARE 

 

 The material in these notes roughly corresponds to Chapter 5 of our textbook. 

 Assignment 1 was due last Sunday. 

 Assignment 2 is due Feb. 23. 

 Midterm will be due March 8. 

 Midterm will reflect assignments and speaking notes. 

 

CHAPTER 5 

 

I taught a student several years ago who apparently thought governments could run on bake sales 

and donations. That may work for some non-profit organizations. Governments need LARGE 

amounts of money over time and therefore depend on COERSIVE means of obtaining funds. 

 

In fact, governments in the United States must derive LARGE amounts of money from the 

private sector to help pay for a large variety of very costly activities.  

 

The first image below represents the private sector without taxation. The second image below 

represents the private sector with taxation.  

 

 

                                   
Economy with lower taxes                      Economy with higher taxes 
Source: PowerPoint clip art 

 

What percent of gross domestic product (GDP) should get channelled through governments via 

coercive taxes? 

 

Also, to what degree can nonprofit organization take the burdens of governments off the 

shoulders of governments. 

 

One of the reasons must Republicans favor lower taxes is to not diminish the productivity of the 

private sector (corporations and other businesses).  

 



All governments need REVENUE in order to do anything. It is the private sector that creates 

jobs, produces valuable things, and fuels the economy. We have a market-driven economy. The 

money that governments extract from the private sector “make it burn less brightly.” If 

government is very large and costly, it will pull so much “fire” out of the economy that 

government revenues will decrease, even at high tax rates.  

 

The challenge is to try to find the “perfect balance,” such that the (private sector) economy 

“burns rightly,” while government agencies are adequately funded to do the important things 

they do.  

 

Various kinds of TAXES are the major source of government revenues. There are different kinds 

of taxes. Taxation is not voluntary (although some people can try to avoid taxation and may go to 

prison for doing so).  

 

In the very early days of our nation the national government was very “wimpy” because it did 

not have any substantial powers of taxation. The 16th Amendment to the U.S. Constitution 

(ratified in 1913) permitted Congress to tax incomes and shifted the balance of powers between 

states and the national government in the direction of the national government. 

 

Table 5.1 in our textbook is useful.  

 

 
 

THE NATIONAL/FEDERAL GOVERNMENT gets most of its revenues from individual and 

corporate income taxes and from “social insurance.” But “social insurance” goes to pay out 

Social Security benefits, which are not discretionary spending. So, pretty much, the national 

government is financed by income taxes and by borrowing. The national government does not 

have the powers to tax real estate or other kinds of property.  

 



STATE GOVERNMENTS (overall) get most of their revenues from income taxes, SALES 

TAXES, Intergovernmental transfers from the national government via grants, and employment 

insurance funds required to be paid by employers. State governments also get revenues from 

other sources such as lotteries.  

 

LOCAL GOVERNMENTS depend primarily upon PROPERTY TAXES, intergovernmental 

transfers from state and national government, charges and fees, and additional local sales taxes 

and insurance trust revenues and inheritance taxes on large estates when people die. Depending 

upon their state charters, some local governments can levy personal income taxes. This can be a 

“good” way to deal with a situation in which many employees work in the city but live in the 

suburbs around the city, beyond the city limits. 

 

Wikipedia includes a series of articles on Taxation in the United States of America. 

 

https://en.wikipedia.org/wiki/Taxation_in_the_United_States#Federal_taxation 

 

And while there is some OVERLAP in sources of revenues (personal incomes can be taxed by 

cities, states and the national government) there is substantial SPECIALIZATION in selected tax 

revenues, such as PROPERTY TAXES (real estate).  

 

And while state governments may ADMINISTER sales and property taxes, the resulting revenue 

returns to the local governments. 

 

Here it is again . . . 

 

What are the usual revenue sources of the national government of the United States? 

 

Mostly individual income taxes (47.1%), social security payroll taxes (about 34.1%), corporate 

income taxes (about 9.2%), excise taxes (about 2.9%), and “other” (about 6.5%). 

 

Source: http://www.taxpolicycenter.org/briefing-book/what-are-sources-revenue-federal-

government 

 

What are the usual revenues of state governments? 

 

“Transfers” (mostly from the national government – 31.65%), sales taxes (23.67%), charges and 

miscellaneous (18.51%), individual income taxes (17.91%), other taxes (5.6%) and corporate 

income taxes (2.67%). Of course, this varies greatly among the states. Some states, for example, 

have no individual state income taxes. 

 

Source: http://www.taxpolicycenter.org/briefing-book/what-are-sources-revenue-state-

governments 

 

And, what are the usual revenues of local governments? 

 

http://www.taxpolicycenter.org/briefing-book/what-are-sources-revenue-federal-government
http://www.taxpolicycenter.org/briefing-book/what-are-sources-revenue-federal-government
http://www.taxpolicycenter.org/briefing-book/what-are-sources-revenue-state-governments
http://www.taxpolicycenter.org/briefing-book/what-are-sources-revenue-state-governments


Transfers (36.3%), property taxes (29.8%), charges and miscellaneous (22.6%), local sales taxes 

(6.9%), other taxes (2.4%), and individual income taxes (2.0%). 

 

Source: http://www.taxpolicycenter.org/briefing-book/what-are-sources-revenue-local-

governments 

 

Please see this page on State Revenues in Georgia 

http://www.georgiaencyclopedia.org/articles/government-politics/state-revenues-georgia 

 

See also,  

http://www.governing.com/ 

 

Some taxes are EARMARKED, which means that they cannot be used for discretionary needs by 

politicians. I think the state gasoline tax here is Georgia is still earmarked for the state 

Department of Transportation. 

 

WHAT ABOUT LOTTERY, CASINO AND OTHER GAMBLING REVENUES? 

 

https://itep.org/lottery-casino-and-other-gambling-revenue-a-fiscal-game-of-chance/ 

 

(By the way, this ITEP (Institute on taxation and economic policy) portal is good.) 

 

Most state governments (including Georgia) receive some revenues from these sources. Once 

they take root, they become part of the NECESSARY INFRASTRUCTURE of state revenues. 

 

Some states tax cannabis, in addition to taxes on tobacco products and alcohol.  

 

Some states and local governments have enacted vapor taxes at varying rates. 

 

https://taxfoundation.org/vapor-taxes-2018/ 

 

Sometimes the purpose of a tax is not so much to produce government revenue but to affect 

consumer behavior by raising the price of something. But it may be the government that WIND 

UP BECOMING ADDICTED in the long run.  

 

Federal and state taxes on packs of cigarettes. 

 

https://taxfoundation.org/state-cigarette-tax-rates-2018/ 

 

And sometimes taxes produce unintended behaviors, such as creating black markets for goods. 

 

Here are the usual ways by which proposed new taxes/revenue sources are judged. 

 

 Will produce substantial revenues? 

 Will not produce a lot of political resistance from voters? 

 Will not undermine economic development? 

http://www.taxpolicycenter.org/briefing-book/what-are-sources-revenue-local-governments
http://www.taxpolicycenter.org/briefing-book/what-are-sources-revenue-local-governments
http://www.georgiaencyclopedia.org/articles/government-politics/state-revenues-georgia
http://www.governing.com/
https://taxfoundation.org/vapor-taxes-2018/
https://taxfoundation.org/state-cigarette-tax-rates-2018/


 Is fair, reasonable and progressive? 

 Is not a major, costly pain to administer/collect/enforce? 

 Can be understood by ordinary people? 

 Is not too much, “in your face?” 

 Does not produce serious negative effects such as fueling additions of various kinds? 

 

A tax is said to be PROGRESSIVE if it “hits” richer people harder than poorer people. 

 

SPLOSH (T-SPLOSH) tax in Georgia 

 

https://en.wikipedia.org/wiki/Special-purpose_local-option_sales_tax 

 

Georgia state sales tax is 4% and counties have the option to collect up to an additional 2% for 

specific local purposes. It appears to me that this is a way for state elected officials to encourage 

citizens to vote to raise local taxes for state transportation projects without having to take 

responsibility for voting to raise taxes themselves. 

 

https://www.tiftongazette.com/archives/what-is-t-splost/article_1a7875d4-c5bb-5f33-b4a3-

6ee09e7bf707.html 

 

https://www.valdostadailytimes.com/news/local_news/t-splost-approval-leads-

region/article_7bdb6322-5e3a-11e8-ba4b-637cf4bcfd5c.html 

 

POLITICAL FEASIBILITY – Are elected leaders likely to vote to pass the measure that creates 

it? Something that is very unpopular with voters is not politically feasible. Some thing “hits” 

people who cannot or do not vote, is more politically feasible.  

 

ADMINISTRATIVE FEASIBILITY – Is it difficult for an agency/department of government to 

collect this revenue? A lottery needs some administrative oversight, but most of the “work” is 

done by people who work at convenience stores. The stores get some profit from the sales of 

lottery tickets. But the state does not have to do the actually selling and collection of money.  

 

REVENUE PROCTIVITY – some taxes do not produce much revenue. If the purpose is to gain 

revenues for a government, why bother with some tax program that is costly to administer and 

produces little revenue, especially if it is politically unpopular. 

 

FAIRNESS – 

 

 A tax is “progressive” if it “hits” richer people more than poorer people. 

 A tax is “regressive” if it “hits” poorer people more than richer people. 

 

  

https://www.tiftongazette.com/archives/what-is-t-splost/article_1a7875d4-c5bb-5f33-b4a3-6ee09e7bf707.html
https://www.tiftongazette.com/archives/what-is-t-splost/article_1a7875d4-c5bb-5f33-b4a3-6ee09e7bf707.html
https://www.valdostadailytimes.com/news/local_news/t-splost-approval-leads-region/article_7bdb6322-5e3a-11e8-ba4b-637cf4bcfd5c.html
https://www.valdostadailytimes.com/news/local_news/t-splost-approval-leads-region/article_7bdb6322-5e3a-11e8-ba4b-637cf4bcfd5c.html


SIDE EFFECTS 

 

Sometimes the major purpose of a new tax is to modify people’s behavior rather than to raise 

money for a government.  

 

Sometimes this an intended effect.  

Often it is an unintended effect. 

 

For example, an increase in residential property taxes can drive elderly people from their houses. 

It is not an intentional outcome. Policies can be put in place to help prevent this outcome. 

 

CONSIDER THE IMPLICATIONS OF THE FOLLOWING TAXES: 

 

Nebraska taxing ornamental trees on property. 

Political 

feasibility 

Administrative 

feasibility 

Revenue 

productivity 

Fairness Side 

effects? 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

 

 

Nebraska excise tax on mink coats. 

 

Political 

feasibility 

Administrative 

feasibility 

Revenue 

productivity 

Fairness Side 

effects? 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

 

 

Challenge: a state’s university system needs additional revenues. Assume that “belts have 

already been tightened." Assess four possibilities in terms of the criteria below.  

 

 Political 

feasibility 

Administrative 

feasibility 

Revenue 

productivity 

Fairness Side 

effects? 

Raise all 

tuitions 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

 

Raise 

tuitions on 

out-of-state 

and 

international 

students 

only 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

 

Increase 

state’s 

corporate 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

 



income tax 

rates 

Create 

earmarked 

state lottery 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

 

Close down 

selected 

campuses. 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

 

 

I think it is kind of sad the degree to which state governments depend upon legalized gambling 

and lotteries for revenues.  

 

Also, tobacco settlement revenues kind of puts states in the position of becoming aligned with 

the tobacco industry. Although “sin taxes” are usually intended to CHANGE PEOPLE’S 

BEHAVIORS, they can also be significant sources of state revenues. 

 

http://www.governing.com/gov-data/finance/state-sin-tax-collections-revenues.html 

 

Taxes are a COERCIVE means of "getting." For that reason they are often unpopular and burden 

of collecting them can reduce the value of the revenue they produce. A tax that is not too costly 

to impose is said to be relatively EFFICIENT. 

 

There are SOURCES OF GOVERNMENT REVENUES other than taxes. 

 

 User fees (if voluntary) 

 Lotteries (which are voluntary although they tend to be REGRESSIVE and 

exploit the hopes of relatively poor people) 

 Possible voluntary contributions for popular causes 

 

http://rebirthofreason.com/Articles/Younkins/Funding_Government_Without_Ta

xation.shtml 

 

REVENUE MANAGEMENT 

 

Just as investors need to MANAGE THE PORTFOLIO of their investments, within a 

government someone needs to ATTEND TO REVENUE MANAGEMENT. A government 

should not become too dependent upon only one or a few major sources of revenues. 

 

Some revenue sources are relatively stable and predictable over time. Other revenue sources tend 

to increase or decrease with the economy. Some revenue sources may just DRY UP AND GO 

AWAY suddenly (such as, possibly, intergovernmental transfers). 

 

Ideally, the COMBINATION of all sources of revenues available to a government should be a 

portfolio that is not likely to change dramatically over time.  

 

  

http://www.governing.com/gov-data/finance/state-sin-tax-collections-revenues.html
http://rebirthofreason.com/Articles/Younkins/Funding_Government_Without_Taxation.shtml
http://rebirthofreason.com/Articles/Younkins/Funding_Government_Without_Taxation.shtml


CLOSING THOUGHTS . . . 

 

Closing note -- not all taxation aims primarily to raise revenues. Some taxation is intended to try 

to change people's behaviors. For example, the tax on tanning salons in the Affordable Care Act 

may be at least as much an attempt to discourage people from using tanning beds as to raise 

revenues for medical care. 

 

Another closing note – There is an economic concept called ELASTICITY. The market for a 

product is ELASTIC if people will buy less of it when the price increases. The market for a 

product is INELASTIC if people will keep on buying the produce at about the same level even 

when the price of it increases.  

 

Taxes on products that are PRICE INELASTIC are “good” from a tax revenue perspective 

because “demand” for the product does not decrease because of the tax. 

 

Taxes on products that are PRICE ELASTIC may not raise much money, but can serve to 

CHANGE PEOPLE BEHAVIORS. An example is the “sin tax” on tobacco products.  

 

IN TERMS OF REVENUE FORCASTING . . . 

 

Given limited time, the focus of attention and monitoring/analysis should be on the sources of 

revenues that product a relative lot of revenues and are relatively unstable over the years.  

 

 Relatively low-revenue 

sources 

Relative high-revenue 

sources 

Relatively stable over the 

years 

Low need for analysis Moderate need for analysis 

Relatively volatile over the 

years 

Moderate need for analysis Highest need for analysis 

 

The point is, it is probably not adequate to just do straight line projections of revenues over the  

years without any understanding of the “moving parts” masked by aggregate-level analysis only.  

 

REVENUE PROJECTS ARE VERY IMPORTANT. They are the beginning of the entire set of 

preparatory activities. In a government jurisdiction of any size or complexity, someone needs to 

perform a competent and substantial study to become the basis of revenue estimates in the 

coming year. Otherwise, the entire process is largely an exercise in fantasy and speculation.  

 

It is not always possible to come up with one firm estimate of total revenues in the coming 

budget year. Unexpected things can happen. But experts should be able to provide a 

REASONABLE AND DEFENSIBLE RANGE OF VALUES regarding the near-term revenues 

of a government, be it national, state, or local. 

 

  



CONCLUDING THOUGHTS 

 

If the thing to be taxed is PRICE ELASTIC then taxing it will likely reduce the demand for it 

and the government will get less revenue than it thought it would get. (This is bad if the idea is to 

get money, but may be good if the purpose is to change people’s behaviors.) 

 

If the thing to be taxed is PRICE IN-ELASTIC, then taxing it is not likely to reduce the demand 

for it. (This can be good if the purpose is to get money, but is not likely to change people’s 

behaviors, if that is the primary purpose of the tax.) 

 

If a tax is “in your face,” that is likely to be bad politically. If people are not even aware they are 

paying a tax, that is good from a political perspective. 

 

If a tax or fee is voluntary, that may be good, although voluntary lotteries are probably 

regressive. 

If a tax/revenue proposal is likely to hurt the economy, then think twice. It may be better to leave 

the “fuel” in the economy rather than hurt the economy and have to address more 

unemployment. 

 

If a tax/revenue proposal is not expected to generate much money and is either politically or 

administratively difficult (and/or has bad side effects), then why bother?  

 

If a tax/revenue proposal is likely to generate a lot of money for government, but create serious 

unintended side effects (crime, gambling addictions, etc.) then weigh the options, from multiple 

perspectives – ethics, politics, administrative burden.  

 

Take EXTERNALITIES into account. For example, the water polluted upstream becomes a 

costly problem downstream. 

 

Take into account the TEMPORAL DIMENSIONS of things. Things done to make things better 

now can negatively affect future generations. We seem, collectively, to have decided to “trash 

the house” now without regard to the interests of those who will come after us and try to live in 

the mess we leave behind.  

 

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

 

Assignment 2 

PADM 5302 

Spring 2020 

Dr. Neubauer 

 

Part 1: For each of the following possible ways to increase government revenues, indicate the 

likely levels of political feasibility, administrative practicality, revenue productivity, fairness. 

Indicate major intended or unintended behavioral side effects. 

 

  



State taxing ornamental trees on personal properties. 

 

Political 

feasibility 

Administrative 

practicality 

Revenue 

productivity 

Fairness Side effects? 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] regressive 

[  ] neutral 

[  ] progressive 

 

 

 

City fee assessment for elaborate Christmas yard displays. 

 

Political 

feasibility 

Administrative 

practicality 

Revenue 

productivity 

Fairness Side effects? 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] regressive 

[  ] neutral 

[  ] progressive 

 

 

 

City charging for deployment for false-alarm fire calls. 

 

Political 

feasibility 

Administrative 

practicality 

Revenue 

productivity 

Fairness Side effects? 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] regressive 

[  ] neutral 

[  ] progressive 

 

 

 

City increasing renewal fee for home-alert systems. 

 

Political 

feasibility 

Administrative 

practicality 

Revenue 

productivity 

Fairness Side effects? 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] regressive 

[  ] neutral 

[  ] progressive 

 

 

 

City converting free downtown parking to metered/charged parking. 

 

Political 

feasibility 

Administrative 

practicality 

Revenue 

productivity 

Fairness Side effects? 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] regressive 

[  ] neutral 

[  ] progressive 

 

 

 



City or county installing red-light camera systems at intersections primarily for revenue 

purposes. 

 

Political 

feasibility 

Administrative 

practicality 

Revenue 

productivity 

Fairness Side effects? 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] regressive 

[  ] neutral 

[  ] progressive 

 

 

State excise tax on fully-electric personal vehicles. 

 

Political 

feasibility 

Administrative 

practicality 

Revenue 

productivity 

Fairness Side effects? 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] regressive 

[  ] neutral 

[  ] progressive 

 

 

High School charging for parking at athletic events. 

 

Political 

feasibility 

Administrative 

practicality 

Revenue 

productivity 

Fairness Side effects? 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] regressive 

[  ] neutral 

[  ] progressive 

 

 

City fee for panhandling (asking people for money on sidewalks or roadways). 

 

Political 

feasibility 

Administrative 

practicality 

Revenue 

productivity 

Fairness Side effects? 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] low 

[  ] med 

[  ] high 

[  ] regressive 

[  ] neutral 

[  ] progressive 

 

 

Part 2: For ONE of the proposals above, write out an explanation of the political feasibility, 

administrative practicality, likely revenue productivity, fairness and likely side effects (intended 

or unintended). On balance, do you think the proposal you have chosen (above) is worth doing 

and why? Please write two solid paragraphs. 

 


