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Preface

ment budgeting in the twenty-first cen-

tury looks quite different from twentieth
century budgeting. For starters, the budget
numbers themselves seem staggering. The fed-
eral budget for the first true year of the new
millennium has crossed the $2 trillion mark.
The federal budget surplus for 2001 is project-
ed to be over $250 billion—compared to a
total federal budget in 1950 of just over $50
billion. In 1950, defense spending amounted to
almost 60 percent of the federal budget. Today,
even if President George W. Bush and the
Congress were to commit an additional $50
billion over five years to the Pentagon, defense
spending would at best reach 17 percent of fed-
eral outlays.

State and local government budgets have
also reached new heights. Total state and local
government spending in 2000 was just under
$1.4 trillion. Over 125 governments at the
state, county, city, and even some school dis-
tricts and other public authorities now have
annual budgets that exceed $1 billion. Total
state and local government debt also reached
the $1 trillion mark in 2000.

These dizzyingly high numbers of public
budgeting today can be misleading. In eco-
nomic terms, budget numbers are driven by the
growth of the economy. Back at mid-century,
that $50 billion-plus federal budget was
approximately 21.4 percent of gross domestic
product (GDP). Today’s federal budget of over
$2 trillion in revenues is 20.6 percent, actually
a slight decrease as a percentage of GDP. State
and local governments have indeed become
more important, increasing from 6.6 percent of
GDP to over 14 percent in 2000. But signifi-
cant percentages of local spending (over 40
percent) are provided by state governments in
the form of grants and payments for education,

I Y rom nearly every vantage point, govern-

social services, and other programs, in
essence—double counting. Actual spending by
state and local governments from their own
revenue sources has increased from a more
modest 5 percent of GDP in 1950 to above 10
percent in 2000.

Perhaps what is most different about feder-
al budgeting in 2001 is the current surplus and
various estimates of a $5.6 trillion surplus over
the next decade. The era of the surplus is new,
having only begun in 1998 (one has to go back
to 1969 to find the last federal budget surplus).
As the economy heads toward some form of
recession in 2001 and the nation debates tax
cuts, entitlement reform and new public
investments, public budgeting will be center
stage. State and local governments, having
enjoyed budget surpluses for the most part over
the last five years, will be less fortunate.
Although all state and local governments are
required to balance their budgets annually,
about a third will face major revenue shortfalls
in 2001.

California is a superb example of the dra-
matically different and dynamic economic
environment in which government budgeting
now operates. The State of California’s 2001
projected surplus of $3 billion will simply dis-
appear if the stock market fails to recover from
its fall in 2000. Over 20 percent of California’s
$76.9 billion in annual revenues comes from
taxes paid on stock gains and from stock
options being cashed in. California, at the cen-
ter of the new economy, reaped a huge windfall
in stock tax gains, which went from $2.8 bil-
lion in 1995 at the start of the tech stock boom
to over $16 billion in 2000. These stock taxes
basically enabled the state to pile up seeming-
ly endless budget surpluses with little fiscal
effort or spending discipline.

The point of these examples is simply that
few would disagree with the proposition that
the budgeting and resource environments of
governments at all levels have significantly
changed. The more debatable question is how
much has actual budgeting—its processes, pol-
itics, and its theory changed? As in previous
editions of Government Budgeting, Part I, The
Development of Budgeting and Budget
Theory: The Threads of Budget Reform, begins
by pointing out that theory, process, and



politics of public sector budgeting are not sep-
arate entities or dimensions. Budgeting theory
has always been about the search for better
decision making involving public moneys,
which is intertwined with the processes of
budgeting and the politics or strategies of the
participants in the process. While this book
begins with an opening section on the history
of budgeting and its development of budget
theory—budgeting theory is simply an amal-
gam of politics, process, and practice.

The remaining structure of the book is
based on the classic work, The Movement for
Budgetary Reform in the States, by William
Willoughby in 1918, in which he notes that
there are three threads of budgetary reform: the
thread of legislative-executive relations, the
thread of popular control and democracy, and
the thread of management efficiency.

Part I, Budgeting and Governmental
Relations: An Instrument for Correlating
Legislative and Executive Action (the thread of
legislative-executive relations), examines gov-
ernment relations in budgeting, beginning with
legislative-executive interactions and perspec-
tives and extending to the role of the courts and
discussing the impacts of new procedural devel-
opments such as biennial budgeting and the
line-item veto.

Part I1I, Budgeting, Economics, and Popular
Control: An Instrument of Democracy (the
thread of popular control and democracy),
introduces budgeting’s political-economic
environment, focusing on the public choice
debate and bureaucratic budgetary behaviors
and a range of other issues that include voter
referendums, balanced budget amendments,
economic assessments of the impacts of state
and local budgets, and of course, perspectives
on federal budget deficits, now surpluses.

Part IV, Budgeting Systems and
Management: An Instrument for Securing
Administrative Efficiency and Economy (the
thread of management efficiency), reviews
budgeting’s management dimension, working
through the various past budgetary systems
from performance budgeting, to PPBS and
ZBB, CBM, to the current GPRA or
Performance-Based Budgeting (with apologies
to new students of budgeting, all of the above
budgeting acronyms are an important part of

the budget systems litany, and are explained in
the introduction of each section). Financial
management in the broader context is also
updated with an assessment of activity-based
costing and a reaffirmation of the role of bud-
get oversight in a new era of surplus.

Mostly, the articles within each part are pre-
sented chronologically—even though this
book is not intended as a history of budgeting.
Of the 46 selections in the book, almost half
are from 1990-2000, with another third from
the 1970s and 1980s; the final sixth are from
the 1950s and 1960s with two truly historical
pieces from 1915 and 1918. This arrangement
is in keeping with the book’s original objec-
tive—to serve as a source book for both the
practitioner and the student—providing a col-
lection of articles and viewpoints from a
diverse array of experts, budget theorists,
researchers, and public officials. The introduc-
tions for each section, as before, are brief and
limited to providing context.

The appendices exclusively focus on the
federal budget. In the Internet era of this new
century, annual budget documents, public
reports and in-depth budget studies of the fed-
eral and the fifty state governments, and
increasingly more local governments are all
available on-line. Also available on-line as a
prime resource are all the considerable works of
the General Accounting Office and the
Congressional Budget Office. In short, students
of budgeting have unparalleled access to bud-
get information of all kinds, including glos-
saries and handbooks detailing budgeting
processes and procedures.

The appendices include first a supplemental
source that for those focusing on the federal
budget might be regarded as a primer.
Appendix A, “The Federal Budget as a Second
Language” by Stan Collender, is a short guide
for those seeking a concise and clear overview
of federal budgeting before delving into the
subject. A second appendix, “The Long-Term
Budget Outlook,” is an actual Congressional
Budget Office Report—projecting 75 years in
the future of the current, however fleeting,
federal budget surplus—and the interesting
economic and political premises behind it.

Herbert Simon, the late Nobel Laureate who
profoundly influenced so many disciplines,



wrote in a public administration textbook in the
1950s that fields of study like public administra-
tion must be careful in making distinctions
about change. Just because there are profound
changes in the environment and institution
reactions to change, does not mean that a disci-
pline will change in terms of developing new
concepts or creating new knowledge. Simon
argued for a longer view and urged that we make
distinctions between studying new phenomena
and studying in new ways, developing new
methods of inquiry, and creating new theories.

Government budgeting began the twenti-
eth century as part of an ambitious reform
effort destined to create new institutions, new
policies and politics, and new roles for govern-
ments and the public service. Government
budgeting was a leader in that revolution—and
was always at the forefront of public adminis-
tration. In the twenty-first century, 1 doubt
many would argue that budgeting is at the fore-
front of the next management and political
revolution. Ironically, the pace of global
change, technology breakthroughs, institu-
tional and economic interdependence is
accelerating—making the role of government
absolutely more critical. Both government
leaders and students of government should be
asking what new strategies, concepts, knowl-
edge, and tools for budgeting are needed to
prepare governments at all levels for the
twenty-first century.
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