Preface: My Money, Your Money, Our Money (Public Budgeting)
“The budget is the skeleton of the state,” it was once said.  The budget tells you a great deal about the priorities of the government.  Since the budget is about choices, it is necessarily political and these political choices are among the most difficult faced by governments at all levels and by the citizens who provide revenue and receive services: how expensive is government, what are its sources of revenue, what are the purposes of government taxing and spending, and what techniques are there for controlling government spending?  

Budgeting involves two major political choices: how to raise money and how to spend it.  Tax policy is always controversial, especially when there is skepticism about government.  Because taxes are frequently considered to be onerous, and almost always unreasonably high, public officials have engaged in a long debate over which taxes to use.  Which taxes are most fair; which raise the most revenue without burdening the economy; which are hardest to avoid and easiest to administer?  Property taxes have long been the most commonly used taxes to raise money in cities, but there are many other types of taxes, each with its proponents and critics; sales taxes, income taxes, tariffs (taxes on imports), licensing taxes, these are just some of the most common methods for raising the money government needs.  Such taxes almost always redistribute wealth: from those who pay the tax to those who receive the service.  This redistribution is a cause of concern for some observers and for some taxpayers.  User fees are an alternative: paying a fee every time you use a government service; this way, redistribution is minimized.  In a sense, this seems fair: you pay for only the services you use and not for those you do not use.  But take this to its logical conclusion: schools would be paid for only by the parents of children who attend them; courts would be paid for by the plaintiffs and defendants; public transportation would be paid for entirely by its riders (this is not the case today; fares pay for only a fraction – usually well below 50% – of the cost of service).  On whom would the burden of government fall if we continue to go this way?  If pursued rigorously, would government be any different from a private business? 
Equally problematic is the issue of public spending.  On what things does the government spend money and for whose benefit?  Some spending seems to offer nearly universal benefits: roads, bridges, water and sewer, policing, national defense, public health.  But in almost every case, such spending has its critics.  Many of these things were not provided by government until relatively recently: there is nothing inevitable about government offering garbage service, for example; American cities did not have public garbage collection until well into the twentieth century, so what might now seem like an absolute necessity for government is actually an option that we have chosen only after agreeing (after considerable debate) that the public sector should be involved.  And so today there is a great reluctance by Americans to pay for things that seem like good ideas: schools (often the most expensive item in municipal budgets), Social Security (the largest single expenditure of the federal government), or environmental protection.  But because there are vocal constituencies who want all these things, many services are offered by government even though almost all of them have their critics.  More problematic still is the fact that government spending is sometimes driven by politics in the pejorative sense: politicians want to get re-elected and one of their tools for that is spending public money to help their constituents.  Does this mean that responsiveness is bound to undermine itself through overspending?  That is, will the demand for lower taxes and more services ultimately undermine government?  Is there a solution to this problem that is not “undemocratic”?  Is this just a fancy, modern way of describing the problem posed by Plunkitt? That is, Plunkitt wanted to reward his supporters, but the way he did it made it seem unsavory and vaguely unethical.  A modern politician dresses up the same approach as a policy and its associated programs and trumpets them during election time so that we vote for them; as long as they are not engaging in graft, isn’t this more or less the same thing as Plunkitt was doing?  In the same election, another politician may pledge to cut taxes in order to reduce the cost of government or “get big government off the backs of the people,” and yet because there are no commensurate cuts in spending, cutting taxes leads to enormous deficits.  Hasn’t that politician, in effect, used government just as Plunkitt did: spreading resources to voters in exchange for their support?
These conflicts over how much money to raise, how to raise it, and how to spend it, lead (almost inevitably) to borrowing.  Since we do not want to pay for everything we get, we borrow.  Some of that borrowing can be justified as investment: since a road may last 30 years or more, it makes sense to borrow money to pay for it and then pay back the money over a course of 30 years.  More troubling, however, is borrowing to pay for current services.  Only the federal government can do this: state and local governments cannot (as a rule) borrow to cover current deficits; they must either reduce services or increase taxes to cover the shortfall, since they are legally obligated to balance the budget.  However, the federal government can borrow, and it does . . . prodigiously.  As annual deficits accumulate, they combine to form the national debt.  The debt grows because we are unable to reconcile ourselves to either raising taxes or cutting spending.

Although the ultimate decision about how much to tax and how much to spend is a political one, public administrators are often left to sort through the consequences of political gridlock on these questions.  Public administrators are called upon to come up with better methods of raising money and especially with ways of reducing expenditures.  Toward this end, they are asked to work miracles with numbers, to find ways to save money, to invent ways to encourage economic development (and thus augment tax revenues).  However, all the techniques that have been tried to gain control of the budgetary process often result in only very modest changes.  While public administrators may tinker with the budget at the margins, the larger forces driving the financial problems of government are often beyond their direct control.  
As you read the materials for this section of the course, ask yourself what factors have the most influence over the budget.  Who makes the fundamental decisions about the budget, such as tax rates and levels of spending?  Why are those decisions so difficult?  To what degree are public administrators involved in the process?  Are there forces that seem to be beyond the control of public officials that play a role in the debate?  What tools do administrators have to address these issues?
