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Federal Budget Concepts:
Revolt, Reform or Renewal

The opening plenary session of the 1999 annual conference of the ABFM

Paul Posner of the General Accounting Office began this plenary session by asking,
“Should we revolt or stay the course?’ Roy Meyers of the University of Maryland at
Baltimore quickly argued for revolt. From his perspective, the present processroutinely
supports the misallocation of resources. Instead of focusing on trade-offs and aiding
public allocation decisions, the present process encourages mechanismsto avoid spend-
ing caps, such as “emergency” spending for the decennial census and such as White
House budget initiatives that feature |audabl e goals, memorable rounded numbers, and
symbolic outputs. I deally, the national budget process should be amethod for routinely
confronting decision makerswith programmeatic trade-offs. Reliable budget information
on costsand performance might makeit much harder to set unrealizabl e aspirationsthat
arefollowed by purely symbolic execution. Budgeting could beimproved by incorporat-
ing the core principles of policy analysis. Rather than areturn to PPBS, Meyers hoped
that new interest in budget functions could begin to replace the present process.

Sandy Davis of the Congressional Budget Office and Senate Budget Committee
looked at the challenges in restructuring the Congressional Budget and Impoundment
Control Act of 1974. Thefundamental purpose of the Act was not aset of timetables but
to reassert congressional budgetary power. Two major factorsin the budget conflicts of
thelast 25 years have been divided government, which produceswide policy differences
and budgetary delays, and (until recently) persistent deficits. The 1990 Budget Enforce-
ment Act focused on new policy actionsrather than fixed targets, and new policy actions
are being disciplined while current law escapes these procedures. And there is little
requirement to look at long-term trends and changes. To succeed, a new budgetary
process will have to (1) accommodate to surpluses as well as deficits, (2) balance the
budgetary powers of the president and Congress, and (3) determine what is appropri-
ately covered in the budget and what is not.

Gene Steuer e of the Urban I nstitute argued that the major budget issueisthat the
U.S. budget is on an unsustainable path. The 1974 Act aided a change from unsustain-
ablegrowth in federal domestic outlays, but there are different areas of unsustainability
now. Growth in Social Security, Medicare, and Medicaid isautomatically built in. Thus
we have many discretionary rules working at a time when mandatory items are two-
thirds of the budget. As a consequence, it is becoming harder and harder for voters, as
well as representatives, to influence spending. We need to build some rules about long
run spending so that the future will have some resourcesto choosetheir spending priori-
tiesfor themselves.

James Brumby of the International Monetary Fund noted that the budget dialogue
in most OECD countries is really within the executive rather than the two sets of dia-
loguesfound in the U.S. Their major focusistypically on meeting mid-term fiscal tar-
gets, such as the Maastricht targets. Budget devolution has also been a major thrust,
including block all ocationsto agencieswithout lineitems and with automatic carryover
of unspent funds and revenues from one year to the next. These budgets, however, are
based on agency outputs, rather than societal outcomes. A ministry’s budget is essen-
tially acontract between the chief executive and the minister on costsand servicedeliv-
ery, and Allen Schick has correctly pointed out that outcomes have no specific rolein
agency-executive negotiations.

Revolt, reform, or renewal ? It seemswe still have important choicesto make.

~JamesL. Trueof Lamar University ~



GASB Begets State and Local Comparisons

It used to be the case that aresearcher interested in comparing
spending across governments could turn to the Advisory Com-
mission on Intergovernmental Relations' handy presentation
of Census Bureau data, Sgnificant Features of Fiscal Federal-
ism. Volume Il of that annual publication was an invaluable
resource because the cost was prohibitive for an individual
academic researcher or research group to collect, analyze and—
perhaps most importantly—ensure the comparability and con-
sistency of thefinancial datafrom government to government.

But with the demise of the ACIR, and with cutbacks at Census
that have slowed the publication of Census of Governments
data, the users of government financial information have been
left largely to fend for themsel ves. Those users should be heart-
ened, then, by the momentous changestaking placeinthefield
of governmental financial reporting.

In Junethe Governmental Accounting StandardsBoard (GASB)
released compl etely revised guidelinesfor state and local gov-
ernmentsto follow when preparing their annual financial state-
ments. At least three of the major new features of future finan-
cial statements should makeit easier for financia information

consumers to compare individual governments.

Government-wide Statements

Until now, government financial information was divided
among various fundswhen presented in annual financial state-
ments. Because fund-based i nformation remainsimportant and
useful to many decision-makers, governmentswill continueto
report it. Yet, because the kinds and number of funds vary
greatly across governments, ensuring comparablefinancial in-
formation between two governments (let al one twenty-five or
a hundred) can be difficult, if not impossible.

From now on, however, governments will also prepare finan-
cial statements covering the entire governmental entity. In other
words, regardless of what fund a government might use to ac-
count for spending on a particular program or the use of a
certain revenue stream, all of it will appear on these new gov-
ernment-wide statements. Therefore, even if governments use
widely disparate fund structures, their government-wide state-
ments will contain comparable information.

Full Accrual Accounting

The fund structure is not the only source of variability among
governments. The method of accounting for governmental
fund-based statements, known as modified accrual, also gen-
erates some differences because individual governments may
interpret differently the rules for when to record revenues and
costs. Furthermore, some variation isthe natural consequence
of differencesin the timing of when certain taxes are billed or

actually collected. Because accrual accounting is concerned
with when a transaction occurs and not with when money
changeshands, thereislesschancethat individual governments
will account differently for similar events. Thereby it neutral-
izes a potentia contributor to noncomparability.

Smoothing Over Differencesin Service Delivery

Another factor that affects the comparability of financial data
ishow agovernment deliversand paysfor aparticular service.
Water and sewer service, for instance, is provided in some cit-
ies like any other government service—managed and deliv-
ered by a municipal department funded with general tax rev-
enues. In others, however, alegally separate entity—often called
apublic authority—is created to operate the water system like
a private business, charging customers directly based on the
amount of water they use.

In fund-based accounting and reporting, special care must be
taken to ensurethat all pertinent funds areincluded when com-
paring fiscal information. In the examples above, the munici-
pal agency would likely be accounted for in the city’s govern-
mental funds, while the authority’s operations would be re-
ported separately asacomponent unit (or, in some cases, in an
enterprise fund). But it may not always be readily apparent
which funds include which services, making the task of assur-
ing comparability quite difficult in some cases.

Because the new financial statements encompass the entire
government, however, the particular mechanism used to de-
liver and finance a service is no longer salient—all services
would be included regardless. Thereby the task of comparing
similar governments as a whole is greatly eased. Depending
on the level of detail provided by the government, individual
services may not be visible, but may be aggregated into func-
tional categories.

More Information

Governments are required to implement the GASB standards
between 2002 and 2004, depending on the size of the govern-
ment, although early implementation is encouraged. For addi-
tional information about the requirements of the GASB’s new
financial reporting model, visit their web site at http://
www.gash.org. For Performance Measurement for Govern-

ment, see Www.Seagov.org.

Dean Michael Mead is Project Manager at the Governmental Ac-
counting Standards Board and a member of ABFM.
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Larry Terry Takesit Like a
Gentleman

Larry Terry, the new PAR editor, discussed itsfuture with about
15 ABFMers early Saturday morning at our annual confer-
ence. He got an earful.

Larry appeared at the behest of erstwhile ABFM chair and
future ASPA president Dan Ahearne. Larry indicated that he
was touring the country asking the advice of ASPA's members
about reinventing PAR. Larry stated, for the record, that PAR
has not been 100% effectivein serving its broad, diverse audi-
ence. He also noted that his editoria team had received a
great deal of information regarding what they could do to im-
prove the journal as well as several positive comments. He
assured the audience that they were taking all comments, both
positive and negative, to heart. Once his tour is completed
Larry plans to publish articles in PAR, PA Times and on the
ASPA and PARWebs sitesindicating what he and his colleagues
heard and how they planned to respond to such information.

Past chair Marilyn Rubin moderated the discussion around four
questions:

* What has been your experience in dealing with PAR?
* How can PAR best serve both academics and practitioners?

* Based on your sense of PAR right now, what specific things
would you most like to remain the same? What specific things
would you most like to change?

* Imagine PAR ten years from now. What terms would you
use to describe it?

The reaction to the first question was generally positive, al-
though some respondents commented unfavorably on PAR's
glacial review and publication process. Others questioned the
selection of reviewers. Theseare not problemsthat are unique
to PAR, however. They are endemic to academic publishing.

The second question produced something of afeeding frenzy.
One response was that you cannot simultaneously serve both
audiences - scholars and practitioners need and want very dif-
ferent things. Most of those taking this approach proposed
that ASPA publish two or more periodicals. One would ad-
dress the interests of practitioners and look like Governing or
Government Executive. The other would address the needs of
scholars and look more like J-PART. The other faction present
demurred, arguing that PAR could be scholarly, practical, and
even relevant, like Harvard Business Review, Soan Manage-
ment Review, or California Management Review - for examples.
Indeed, someone in the audience claimed that he knew more
public officialswho read HBR than PAR. Of course, thiswould

require PAR to shift its editorial focus toward the practical
and the relevant and away from the purely academic and the
irrelevant. 1t would be too strong to say that there was a con-
sensusthat the former meant amore managerial focusand the
latter a palitical-sciency one, but | would like to.

Aside from content the only thing most people objected to
about PAR was the size and clarity of its print. A few people
in the audience said they wanted to see more book reviews.
One mentioned that he missed the longer comparative book
reviews. Larry said that in his tenure he had tried to address
thisissue, commissioning several long reviews.

In answer to the last question, people said it would be better,
more relevant, more scholarly, and must reading for tens of
thousands of public officials and the consultants and service
providers who help them.

~ Fred Thompson, Willamette University ~

Request for Nominations. Managing
Editor, Public Budgeting and Finance

The board of Public Financial Publications, Inc. is searching
for a new managing editor of Public Budgeting and Finance,
ahighly-respected journal specializing inthe practice and study
of budgeting and finance at al levels of government. The
journal is cosponsored by the Association for Budgeting and
Financial Management and by the Association for Budget and
Program Analysis, and is published by Blackwell Publishers.

In cooperation with the editor-in-chief, the managing editor
will be responsible for coordinating the peer review of article
submissions, for evaluating the quality of submissions, and
for producing four journal issues ayear. Applicants should
demonstrate a broad knowledge of public budgeting and fi-
nance, the ability to manage article reviews and copy produc-
tion, and the capacity to bring the journa into the electronic
age with the assistance of the publisher. While the sponsors
of the journal pay for some of the production expenses of the
journal, applicants and their host institutions should also be
able to provide additional in-kind financial assistance. De-
tails on current production costs and processes are available
on request.

The search committee would like to receive applications by
January 10, and intends to select the new managing editor by
the spring. The current managing editor will help with the
transition through the summer and fall. Theterm of the man-
aging editorship would last through 2002, with a possibility
of renewal. Requestsfor further information and applications
should be sent to the chair of the search: Professor Roy T.
M eyers, Department of Political Science, UMBC, 1000 Hill-
top Circle, Baltimore, MD 21250, 410-455-2196,
<meyers@umbc.edu>



Has Government Really Learned the Art of Public Finance?

Chair: EugeniaToma, University of Kentucky
Presenters: Barry Anderson, Deputy Director, Congressional Budget Office (CBO),
Rudolph Penner, Former Director of CBO and Former Chief Economist of OMB
Notes from second plenary

Following Eugenia Toma's opening remarks, Rudy Penner
opened the session by posing the question “ Do policy makers
pay attention to public finance?’ To answer his question,
Penner noted that two things contribute to the appeal of pub-
licfinance. Firgt, it explainstheworld around usand second,
it prescribesimprovementsthat decision makers should con-
sider. Publicfinance has demonstrated the benefits of multi-
level government, given usthe notion of optimality in spend-
ing and taxing, and made decision makersaware of spillovers,
or externalities.

Penner commented also that public finance hasitslimitations.
For instance, it may not be able to help devel oping countries
embrace decentraization when centralizationisall they know;
and, while public finance has given usthe distinction between
private and public goods, it cannot necessarily tell ushow to
provide the latter. “Alas,” Penner notes, “the market has it
about right and we are paid about what we are worth.” Al-
though public financeis sometimes criticized for being influ-
enced by ideology, Penner notesthat thisis no more the case
than in the physical and biological sciencesif you consider
issues such asglobal warming.

Theskillsused in public finance have made analysis of trade-
offs possible, akey activity in enforcing PAY GO rules. But
the conclusions sometimes drawn by public finance scholars
that equals should be treated equally creates difficulties for
politicians. The public finance theorist would give a small
favor to everyone, but the politician would rather givealarge
favor to asmall group.

In summation, Penner positsthat public finance may be abet-
ter way of thinking about policy issuesthan actually prescrib-
ing policy outcomes. The benefit of public financetheory and
research isthat government knows public finance better than
it used to, and vice versa

Barry Anderson commented on four reforms that have im-
proved theway government accountsfor costs, anissuecritical
in public finance work. The first two reforms are the ways
government budgeteers account for loan guaranteesand lease
purchase arrangements. Thelast two deal with using the bud-
get surplus to retire debt, and the view government takes of
the trust funds.

In the past, OMB scored loans and |oan guarantees on acash
basis, counting only the cash outlay but, inthe case of aloan,
not the loan itself. Under the new accrual method, the net
cash flow is scored counting the loan. The reform to |ease/
purchase scoring forced agencies to determine if they were

leasing space or acquiring abuilding. Prior to 1990 govern-
ment could acquire a building on a lease purchase arrange-
ment and from apublic finance perspective the only thing that
showed up on the budget was the lease cost. But the lease
provided a developer with collateral for borrowing. The
agency could have gonedirectly to the capital market, built its
building, and avoided the deadweight loss generated by the
lease purchase arrangement. In 1990 thischanged. Agencies
were instructed ask the question, “Are we acquiring a build-
ing?’ Theanswer was'yes' if the period wastwenty yearsor
longer.

The third reform Anderson discussed is for the US Treasury
to use some of the surplusto buy back debt. Finally the new
view of government trust fundsasa'lock box’ may help elimi-
nate the disparity in the actual use of these resources and the
public’snotion of them. Thetrust funds havelong been noth-
ing more than accounting devices for financing government
programs, but Anderson hopesthat the new view will restore
the sanctity of the trust funds. The result of these reforms
may bethat government budgeteersand public finance schol-
arshaveviewsof program coststhat are more closely aligned.
Editor's Note: ABFM would like to thank Dr. Penner for his ap-
pearance. We wish him well as he continues to recover from by-
pass surgery.

~ Wes Clarke, University of North Texas ~

New Faculty Highlights

Meagan M. Jordan has recently accepted a tenure-
track, assistant professor position with the I nstitute
of Government at the University of Arkansasat Little
Rock. Shereceived her Ph.D. in public administra-
tion from the University of Kentucky's Martin
School of Public Policy and Administration. Her
research areais state and local public budgeting and
finance, and she recently published “Performance
Budgeting and Performance Funding in the Sates:
A Status Assessment” with Merl Hackbart in the

Spring 1999 edition of Public Budgeting and Fi-
nance.

M eagan’sdissertation, “ Punctuated EquilibriumAs
aComprehensive Theory of Local Government Bud-
geting: The Proof isinthe Tails,” appliesan agenda
based theory to local government budgeting. She
continues to study how agenda positioning influ-
ences budgeting.

Meagan has been an ABFM member since 1993.




From the Chair

On behalf of the Executive Committee, | would like to thank
all of the ABFM members who participated in our highly
successful annual conference. Over 150 members and guests
attended this year's conference and participated in 28 ses-
sionsincluding plenary sessions and special workshops. The
program committee, with the assistance of many members,
fashioned a program which covered the spectrum of topics
relevant to public budgeting and financial management. An
encouraging aspect of thisyear's conference was the partici-
pation of severa international guests. Their presentations
broadened the discussions and provided new ideas and chal-
lenges for the attendees.

Specia congratulations are in order for this year's ABFM
award winners. Honorees at this year's conference included
Thomas J. Cuny who was recognized asthe 1999 S. Kenneth
Howard Award winner and Gloria Grizzle who was named
the 1999 Aaron Wildavsky Award recipient. KaraLindaman
and other students from the University of Kansas received
thisyear's Student Paper Award. Thomas' and Gloria's con-
tributions are well known and definitely deserving of our
association’srecognition. The student award competition was
keen and Kara and her colleagues should be proud of their
accomplishments.

The ABFM membership also approved some major new ini-
tiatives for the future. Perhaps, the most significant action
wasthe approval of aproposal to seek a“home” for the asso-
ciation. A special committee was appointed to finalize apro-
posal to establish a home to be known as the ABFM secre-
tariat and to devel op a processto solicit and select an organi-
zation to host the secretariat. The organization chosen to
perform the secretariat responsibilities [auniversity or other
institution] will provide administrative support for the orga-
ni zation, web site updates and other membership support ac-
tivitieswhich will make ABFM astronger and more respon-
sive organization. The association also approved a proposal
to seek institutional sponsors for ABFM which will enhance
the financial base of ABFM and, in turn, provide recognition
for the sponsorsin the association publications and web site.

Finally, | would like to thank the association for the privilege
of serving asthe 1999 Chair. It has been apleasure to work
with our members in carrying out the activities of this vi-
brant organization. | am confident that ABFM has a bright
future and | am sure that Paul Posner, with the help of the
other association officers and the executive committee will
provide excellent leadership for ABFM in 2000.

Call for Papers and Presentations

ABFM

Association for Budgeting and Financial Management

12th Annual Conference
October 5-7, 2000
Kansas City, Missouri

The conference committee invites proposal s from session or-
ganizers, paper presenters and session discussantsto the Kan-
sas City conference for the ABFM 2000 Program. Potential
topicsinclude, but are not limited to:

Budget Theory Capital and Debt Management

Performance Budgeting Public Accounting & Accountability
Changing Budget Processes Deregulation - Financial Implications
Tax Policy and Impacts Socia Security Finance
Intergovernmental Finance Changes in Education Finance
Budgeting Innovation Infrastructure Finance
Public Funds Management  Electronic Commerce & Taxation
State and Local Budgeting I nternational Municipal Finance
Financia Markets and Municipal Securities
Please send al correspondence to:
Dr. Kurt Thurmaier, University of Kansas, Department of Public
Administration, 318 Blake , Lawrence, KS 66045

Phone (785) 864-9093 FAX 785-864-5208
email: thurmaier@ukans.edu

Have You Tried These Sites?

State Government Finance Data, by State
http://www.census.gov/ftp/pub/govs/www/state.html

National Association of State Budget Offices
http://www.nasbo.org/

ICMA: Aggregate Survey Results
http://www.icma.org/information/survey/results/

ABFM: State and Loca Budgeting Sites
http://www.fpac.fsu.edu/abfm/links2.htm




L ooking Forward to Kansas City and ABFM 2000

Start planning now to attend the ABFM 2000 conference. Even
though we just finished a successful ABFM conference in
October, we are aready looking forward to ABFM2000 in
Kansas City. The 2000 conference will mark the first depar-
ture of the ABFM annual conference outside of DC since our
first conference.

TheKansas City host committeeis comprised of ABFM mem-
bers from several universitiesin Kansas, lowa, Missouri and
Nebraska. Also pitchinginto helpisCourtney Christensenin
the city manager’s office of Kansas City.

Promotion of the ABFM 2000 conference began at the 1999
meeting, where attendees could view avideo of Kansas City
and abtain various brochures with information on attractions

inthecity and area. Prizedrawingswereheld during the Friday
luncheon for those who stopped by the information table.
Changhoon Jung, the University of Georgia, won a free
member’ sregistration to the ABFM 2000 conference. Gabriela
Woolfson, of the University of Kentucky, won afree Saturday
night hotel room at the conference.

Think about bringing thefamily alongtoo! Thereare plenty of
interesting and entertaining attractions to Kansas City, includ-
ing the Truman Library and Museum, the Oregon/SantaFe Trails
Museum, the Toy and Miniature Museum, the Plaza Shopping
Mall, theHallmark Center.... thelist goeson! The ABFM2000
host committee plansto provide moreinformation onthe ABFM
website as plans are firmed. Watch the website and future
newslettersfor moreinformation.
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