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Dec1slon—Making in the Publlc Sector.
Models of the Budget Process

.- Bert Mason

Community resource development has been a matter of concern for academi-
cians and politicians for some time. Despite copious rhetoric about the sub-
Ject, it remains an ill-defined field of public affairs and there has been -
littlie accompllshment either theoretical or practical. This lack of success

~is in pert due to the inability of research and extension- to link with ldcal
institutions, particularly rural local government., The underlying conviction
motivating this ‘essay is that relevant research requires ‘a more thorough ‘
understandlng of pollcy-maklng practlces of 1ocal governments.

The single most important act (or set of actlons) of local governments is
the annual formation of the budget, .. Budget decision-making involves the cru-
cial choice among alternative expendltures which compete for limited resources.
_ Unfortunately, little research effort has been expended in attempting to ans—
' ‘wer a seemingly basic question: "How do policy-makers decide to spend thé
revenues available to them?" therature that is available focuses on natlonal
rather than local budget-making. The objective of this essay is to critique
and organize some of the representative work on the topic of publie decision-
making. There exists a disparate body of work~-from the Tields of sociology,
political science, and economics-~that provides some useful insight into de-
cision-making in the public arena. Some of this work locks specifically at
the budget process, while others are concerned with the broader aspects of
public ch01ce.

ThlS essay con31ders two major topics.' The first deals with generic
models which attempt to deseribe how social wants are transformed into public
actions. While these public choice models focus prlmarlly on positive de-
scriptions of real-world. observatlon, some also contain normative prescriptions
about the ways by which public demands should be articulated and legitimatized
to form govermmental policy. The second section of this’ paper discusses sev-
eral emplrical analyses which examine local government budget—making as a
speclflc case of the public cheice process.

A. Models of Public Choice

There are divergent views about how.the political structure transforms
social interests into public action and the extent to which process affects
outcome. For pedagogical purposes, it is useful to employ a dichotomous
eclagsification that oversimplifies differences in points of view, 1/ In one

1/ This dichotomous classification is discussed in Steiner [1969].
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view, the political process is a merket-like mechanism which merely translates
the preferences of gocilety into public policy. Governmental decision-makers
act merely as reactors and processors of the 81gnals they receive, and exercise
no independent judgement of their OWn. oy

The second view of how the pdliticai"étfucture articulates the public
interest allows more freedom to the politician than does the market-analogy
approach. In this view, individual social preferences exist, but they are
sufficiently inchoate, ambiguous, or conflicting to leave decision-mekers with
substantial discretionary choice. This model explicitly introduces governmental
discretion in public choice, and returns to the older political sc1ence view
that individual values are subllmated to. interest groups. '

A.l. Government as a Qua51~Market CIn. market—type analyses of publlc
choice, the role of the public offlcial is merely to transform public interests
into actions. There are two basic views about how decision-makers can (or
should) identify societal consensus. One view, used primarily in the theory
of public flnance, is to ask dn 1ndiv1dual how much he is willing to pay {(i.e.,
to be taxed) to provide & public good 2/ This approach, as developed by Bowen
[1948] and Samuelson'[1954], has bYeen labeled the pure theory of public ex-
penditure. From soclety g8 viewpoint, demands for a collective good are comple-
mentary rather than' competltlve. Therefore, the market demand curve is the
verticel addition of individual demands. If the aggregate sum of w1111ngness
to pay of differént’ indlviduals exceeds the cost of prov151on, the good should
be provided. Thig’ case 1s“analagous to the provision of a private good,' ex-
cept for the 1mportant &ifference that eff1c1ency for a private good requires
eguality of marglnal beneflt derived by each individual with marglnal cost,

B,

2/ The concept of public or collective goods has been defined in many ways
for diverse purposes. One approach is to base a definition on the
technical charascteristics of goods that .differentiate public and private
goods. Samuelson [1954], among others, defines a (pure) public good &as
one that is nonrival and nonexcludable An QOnsumptlon and the marglnal

. cost of extending its beneflts to an addltion&l consumer is gero.
Steiner [1969 p. 17], based on the observatzon that few gevernment—pro-
vided goods meet these technlcal crlterla, offers a- less restrictive v
definition of a public good: ”...any publicly induced or provided:ecol=:
lective good is a public good," where a collective good requires
“(1) an appreciable difference in either quantity or quality between it
and the alternatives the private market would produce, and {2) a viable
demand for the difference." Steimer also notes that a collective good
may be provided either publlcly or privately. .- ek
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whereas in the case of the social good it is the sum of the marginal benefits
that should equal marginal cost.3/

The willlngness to pay approach has 1mportant qualiflcatlons and 11m1ta—
tions.. First, it is a partial view that does not account for the interdepend-
encies between the quantitites and prices of social and private goods. Second,
this approach ignores the distribution question, since an individusl's willing-
ness to pay reflects the status quo, particularly with respect to his income
and wealth.  Finally, this mechanism offers no insight into how public decision-
makers can discover the willingness to pay of the individuals. In fact, as
Mancur Olson [1965] has shown, the rational individual will not voluntarily
reveal his preferences for a social good in the absence of exelusion.

A second view considers the public interest of a sceciety as being an
aggregate of the utilities of the individuals who comprise sceiety. Fach indi-
vidual is assumed to maximize his utility subject to budget comstraints. It
is assumed that each individual derives satisfaction from both private and
social goods. The role of the political process would be to choose optimal
solutions as determined by some aggregate of these individual welfare func-
tions. In attempting to remain value-free and scientific, the "New Welfare
Economies"” has required that individual utility functions be ordinal in

3/ A somewhat dlfferent way of examining the social good, as presented by -
Erik Lindahl, is as follows

Fractlon of costs
prov1ded by A=k

k = 1007
R Rl
k = 0% _ - o
M QS (amount of soeial
good)

The vertical axis. measures k or the fractlon of unit cost contributed by
A. Given the unit cost C and assuming it is to be constant, kC is the

price paid by A and DA in his demand schedule for the social good S.

Since B's price equals (1-k)C, and since both share the same quantity of
8, B's demand curve drawn with regard to k is given by DB. Individual A

may then look upon DB as showing the price at which various quantitites

of S are availeble to him, i.e., as a supply-schedule for the social

good which confronts him. B similarly may regard DA as his supply curve.

The fraction of the price which both are willing to pay (k for A and

(1~-k) for b) adds to one at the intersection of D, and DB, at output OM.

[Musgrave and Musgrave: p. 59]..
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nature.y4/ The problem arises when aggregation of individual preferences is
attempted; this leads to interpersonal comparisons of utility which are un- .
justifiable on the basis of ordinal preference functions. S

The efforts of the New Welfare Economics, as represented by Hicks, Kaldor,
Scitovsky, and Little (among others), have centered on the compensation prin-
ciple. The purpose of compensation is to establish a social welfare function
that is unanimously agreed upon by members of the society. If this can. be
accomplished, welfare comparisons between altermative social states are possi-
ble. In a simplistic interpretation, the compensation criteria are based on
the concept that those who gain in moving from one state of the econcmy can
compensate those who lose from this action, or alternatively, those who will.
lose bribe those who will gain so that the move is not consumated. The compen-
sation approach, however, does not ensure that individual preferences will
aggregate to form fully transitive social preferences.5/ However, as Quirk
and Saposnick concluded’ ' ' C

the compensation principle in any of its various- formulations
does not represent a logically consistent technigue for extending
the scope of the Pareto ranking. To the extent that it is logically
consistent with arbitrary preference rankings of consumers, it is
identical to the Pareto ranking itself [1968: p. 123].

Tt seems that the New Welfare Economics has striven without success ﬁo
establish the theoretical connection between an individual's utility associated
with various states of the economy and a value-free aggregate preference func-
tion which accurately reflects these individual utilities. As Steiner has
stated

The major objection to a utility-consensus view of social
welfare is that it is nonoperational and does not seem to pro-
vide guidance to the decisions of real societies. Certainly
we do take decisions with less than unanimous consent. Cexr-
tainly too, many public goods provide benefits in excess of
their contributions only to very small minorities of the so-
ciety, but with the evident acquiescence of sizable majorities.
One can srgue that, ex post,- individuals are thus revealed to
value the benefits which accrue primarily to others. But this
rationalization leads us back to a de facto definition: What-
ever the Covermment does is revealed to be desired by the

' people [1969: p. 26]. o :

Various authors have sttempted to operationalize these market-analogy mo-
dels. In these models, voting is the means by which the individual reveals
his social preferences. ‘Examples of this utilityamaximizatiqn approach are

4/ An ordinal utility function requires that an individusl is able to rank
comtodities in.order of preference. It-1is not necessary that the indi-
vidual assign numbers that represent (in arbitrary units) the degree or
amount of utility derived from each commodity..

5/ Transitive preferences are defined as: 1if A is preferred to B and B is
preferred to C, then A must be preferred to c. 7 - ‘



the works by Downs [1957], Maass [1962], Haefele [1971], and Bowen [1948].

In Down's model the government comsists of men who desire reelection. The
primary objective of decision-makers is to maximize their political support.

To gain the citizens' support, politicians must cater to what they believe

to be individuals’ “concepts of their welfare. Haefele [1971] extended this

model to allow the individual expression of preference intensity by allowing -,
vote-trading and negatlve preferencesg. Given the possibillty of negative CL
preference expression and vote~-trading, majority rule will determine a soclal - .-
choice whlle 5till reflecting individual preference orderings. el

Market theories have been subjected to question and criticism. Arrow's
{1963} well~known paradox of collective choice illustrates that m&jorlty vot-
ing will not necessarily result in a completely transitive set of social pre-
ferences.. Furthermore, Buchanan [1954] haes pointed out several importent dif-
Terences between voting and decentralized market decisions: (1) Voting in- :
volves an extra dimengion of uncertainty; consequences follow the collective
vote, not the. ind1v1dual vote. (2) In voting, the individual is influenced - N
by his sense of participation in social choice. - (3) In voting, the individual -
is often faced with indivisible votes for mutually exclusive choices. - (4} St
Minority votes are wasted, whereas even.-minority preferences exert influence - =7, .
in the market. (5) Typically, voting provides equality of influence of in~-
dividuals, instead of reflecting commend. over resources.A '

A.2. Group Politics Model. The second point ofﬂview of how public
choices are made explicitly introduces govermmental discretion. In this
approach, society is made up of individuals, but it need not be a mere aggre-—
gate of their individuslistic preferences. Until recently, this approach has
been utilized primerily by political scientists and political sociologists.
Individuals yield certain powers to political and economic groups as well as
the govermment which is in turn charged with dascoverlng, articulating, and
implementing collective desires. Societal policy is not made by voters, but
by representatives in one form or another, The link between individual util-
ity functions and social action is tenuous,: but not necessarily totally absent.
The vehicle which transports individual preferences to the representatives is
group alliances and associations. The viewpoint of the older polltlcal science
literature on group action is summarized by Truman:

Any society; even one employing the simplest and most
primitive techniques, is a-mosaic of overlapping groups of
various specialized sorts. Through these formations a society
is experienced by its members, and in this way it must be
observed and understood by its students. These group affili-
ations, with varying degrees of completeness and finality,

form and guide the attitudes. and therefore the behav1or of
~ their partlclpants {1958:.p. 43]. '

In the group theory model public officials base their decisions on the
outcome of pluralistic competition among interest groups. For example, Dorfw
man [1966] developed a model in which decision-makers respond to group pres-
sures; but have some :ends of their own and the ability to pursue them by
ch0051ng the relatlve welghts of the groups’ 1nterests.

The inherent limitation of the plurallstlc approach is that 1t lacks any
definite indication that one state of society is clearly preferred to another
in a wholly unambiguous sense. This means that public decisions can be shown
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to be valid or socially preferable only in terms of particular value judgements
or in terms of the adeguacy of the political process which results in certain
kinds of political decisions. ' ' ' . -

" Both the market-~analogy and group politics models deal with the question
of telative roles assumed Dy governmental officials and citizen voters in de-
termining public decisions. Some students of public choice have focused in-
stead on decision strategies employed by policy-makers in transforming public
interests into policy actioms. B '

A.3. Decision Strategies. Braybrooke and Lindblom [1963] state that using
the social welfare function approach of economists, which they label the ideal
of science,  policy-makers would make decisions through a rational-deductive -
method. ~ To attain this formal (or synoptic) ideal the policy-meker must have
complete information of his constituency's preferences and of all feasible al-
ternatives and their potential consequences. The rational-deductive ideal to
thie economist would be obtaining and implementing the preferences revealed in
a social welfare function. Braybrooke and Lindblom believe that the social
welfare function approach holds ‘little merit in describing howupublicrchoiqes
are made and that "the fundamentsl reason why enalysts'do not employ a rational-
deductive system or a welfare function in'a policy analysis is simply that no
one has ever been able to sctually construct either” [1963: p. 22]. The barriers
to gpplication of the synoptic ideal, i.e., the social welfare functions, are,
according to the authors [p. 113}:

1. Man's limited intellectual capacities

2. His limited knowledge ‘ -

3. The costliness of analysis ‘ T

i, 'The analyst's inevitable failure to construct a complete

' rational-deductive system or welfere fumction =~ =

5. -‘Interdependence between fact and value '

6. The openness of the systems to be analyzed

7. The analyst's need-for strategic sequences to guide
analysis and evaluation '

8. The diversity of forms in which policy problems
actually arise. '

Having shown why idealized theories of decision-making have failed to pro-
vide effective guides for analysis, the authors outline & strategy of decision
-~the strategy of disjointed incrementalisn. - S

Briefly., the strategy of disjointed incrementalism hinges on the belief
that policy investigetions focus on the inerements by which the social states
that might result from alternative policies differ from the status quo. Thus,
compared to the social welfare function, which requires rankings of all possi-
ble social states, the strategy requires evaluation of social states only in-
ecrementally different from the present state. Since these marginal -soclal
decisions are made on a socially. fragmented basis by a large number of decls-
ion-making units in society, with no apparent coordination between the various
parts, the strategy of decision is l&heled.ﬁgisjointed.” That is, policy de—
cisions are made by comparing the marginal differences between incrementally
distinet alternatives, with a multiplicity of disjointed decisions aggregating
to form social policy. . . _— e S s



: The strategy of de0151on presented by Braybrooke and Llndblom seens to
2 prov1de an applicable description of empirical dec1smn—mak1ng9 while mlso
i+ offering a workable guide for the policy-meker. The mejor advantage of this

. strategy of decision is that it adapts problem-solving methods to problem—
solving situations. The mejor limitation of this approach would appear to be
in itg inability to handle the occasional, but 1mportant, 51tuat10n where
societal action requires a radical departure from the status quo policy.

- In conclusion, the theory of public choice is subject to varying inter-
- pretations and remains largely inconclusive. Several economists and politi-
" -cal sclentists have attempted to verify and extend these public choice models
through empirical examination of budget-making in the governmental sector.

- This body of empirical research can be divided into two major categories:

- economic analyses of public budget-making (particularly’at the municipal
-level), which have attempted to quantify ceusal relationships between the
composition and level of hudgets and hypothesized socio~economic explanatory
variables; and political science research, which has centered principally on
‘identifying relationships between the structure of decision-making processes
and resultant budgetary outdomes.

B. Bupirical Analyses of Budgét-Making in the Public Sector

B.1l.  Ecénomic Analyses of the Budget In analyzing govermmental budgets,
economists have focused primarily. on envirommental (usually socio-economic)
variables which affect the composition and quantity of services provided by
different units of govermment. This aggregative approach is not concerned
with how thé independent varisbles (e.g., inconme, density, population) are
translated into the dependent variable of govermmental expenditures; no con-
siderationzis given to the effects which the decision-making process may
exert on budgetary outcomes. Rather, this school sees the sole source of
influence as external to the govermment; i.e., the budget is ‘determined by
. the economlc, political, .and social environment in which the government is
. located. ' Since this body of literature is extensive, the following review
will attempt to select a representatlve sample from the existing work.

' One of" the earliest studies of local government expendltures was by
. Gerhard Colm in 1937. Colm utilized scatter diagrams to examine the relation-
. ships between state and local expenditures and several variables such as popu~
lation, urbanization, snd industrialization.

- In 1952, Bolomon Fabricant used CTosS- -section natlonal data to. flnd that
local governmental expenditures were positively correlated with .population
density, urbanizetion, and inccme. ' Glenn Fisher [1961). updated Fabricant's
work using 1957 data. He found that the variables ldentified as significant

‘n“by‘Fabrlcant,were no longer as powerful'as found by Fabricant in explaining

 differences in governmental expenditures. Fisher [1964] later expanded this
work to include three major categories of variables: economic veriables (per~
centage of families 1n poverty, yvield of tax system); demographic variables
{population density, urbanization, and population 1ncreases), and sociopoliti-
Ceal varlables (twowparty competition and educatlon) R :

‘Sacks and Harris [196h] added federal end state &id as independent vari-
ables to the basic Fabricant model. It was found that the level of intergov-
ernmental aid and local income accounted for most of the variation in loecal
governmental expenditures.



Harvey Brazer [1959] examined total governmental expenditures as well as

. specific expenditures such as police and fire protection, education, and high-
ways for 462 cities. . Brazer found that population density, median family in-

- come, and intergovernmental revenues were statistically significant in explain-
ing the level of expenditures for municipal government.

Recent work which attempts to explain varlations in governmental expendi-
tures have utilized more sophisticated econometric techniques, but their basic
approach remsins similar to Fabricant's. Ann Horowitz [1968] used a simul-
taneous equation approsch to explain interstate differences in state and local
government expenditures. Regarding federal =sid as an endogenous variable,

.. ‘Horowitz found that personal income and tax effort were significantly correlated

.- with governmental expenditures and employment. Henderson [1968] has utilized

.a welfare-optimizing model to mnalyze the behasvior of local governments. Hender-
_.-.son's major finding was that per capita income was the most powerful explanatory
s . variable in describing cross-sectionsl differences in local government expendi-
.. tures. In his two-equation model, Henderson estimated that a marginal income

. dollar generated & T.9 cent increase in urban governmental expenditures, while

a similar increase in personal income in rural areas increased governmental ex-
penditures by 4 cents.

There has been some work by political economists which attempts to intro-
duce political measures as explanatory independent variables. Dye [1966] found
that political variables such as party competition, partisianship, and appor-
tionment were much less powerful then the usual economic factors in explaining
intergovernmental variations in expenditures.. Another approach has been to look
.at the local governmental structure as it relates to expenditure levels:. Booms
- [19661, in analyzing a sample from Ohio and Michigan cities, found that average
per capita expenditures for mayorial cities were greater than those for manager-
cities. Lineberry and Fowler [1967], using cross-sectional naticnal data, also
found that manager-cities spend and tax less than mayorial cities.

Perhaps the most interesting political-economic analysis' of governmental
expenditures has been that of Davis and Harris [1966]. In that study, Davis
and Harris attempted to utilize political theory rather than simple political
variables. In testing a simple voter utility meximization model, the authors
found that a general Downsian model explains in part, expenditure and taxation
decisions. The Downsian model asserts that the elected executive (the mayor)
is primarily interested in (or susceptible to) giving rewards to community
groups for the purpose of encouraging favorable consideration at elections.

In summary, economists have relied primsrily on statistical analysis of
various socioeconomic variables in attempting to explain inter-regional varia-
tions in local governmental expenditures.: While this review is admittedly brief
‘and somewhat sketchy, the intent has been to convey the flavor of this research.
Two major limitations are inherent -in this approach. First, outputs of policy
decisions are examined; no consideration is given to the inputs into the deci~-
sion process. Very basic questions of policy analysis are. ignored--how have
these decisions been made and why have local officials followed these expendi-
ture programs? Most of the political-economic studies share the implicit
assumption that the political process acts as & translator between needs and
results, but no consideration is given to the question of how this process
works: or how it might affect poliey outputs. . Statistical manipulation of
- highly aggregated data.offers insight’ into a limited range of inquiry, the
~basic fault-of this approach is that it does not ask the right questions.

H



The second major limitation of the expenditure determination approach 1s!
that it addresses itself only to deviations from a mythical "mean" govern-
mental unit. Why have governmental expendltures inereased over a long perlod_
of time? Most importantly, what policy implications arise from such research?.
Certainly wealthier areas can afford to spend. more of thelr income on govern-
mental services relative to their poorer counterparts—-but such self-evident
findings offer little for the policy analyst or the policy-maker. Meltsner
and Wildavsky criticize the aggregatlve approech's abillty to. guide publlc
policy: \ .

Aggregates like per caplta 1ncome and level of taxation
must be connected to individual behavior if the research is to
be instructive. For wisdom the advocate of the aggregative

- approach can offer only, "Mr.. Mayor, if your city were richer,
it would spend.more.” If cities were not poor, they might be
rich [1970: p. 318} .‘

An alternative appreach to: the study. of budgetlng examines the behavior
of city officials and views the- ‘budgetary process in terms of an internally
negotlated,,problemrsolv1ng sequence in an organizational enviromment. Thls_
behav1oralist approach w1ll be discussed in-the following section. )

B. 2 Budgetary Dec131on-Mak1ng. .Therbehav1oral approach to budget—making
focuses on the actions of individual decision-makers and the relationship be-
tween organlzational structure.and policy outcomes. While s substantial body
of literature exists concerning the budget process at the federal and state
levels of govermment, as represented by Wildavsky [1964], this review centers
on applications at the local levels of government. Previous research has
been primarily concerned with urban municipal government, with little attention
given to budget—making in-smaller (and rural) units of local government.6/

Previous studies using the behavioral approach can roughly be divided
into two sub-categories. One approach focuses on the cognitive and evaluative
processes individual decision-makers use when ch0051ng alternative courses of
action. The other focuses on patterns of- interaction among participants in
the process. This latter approach examines the distribution of power and in-
fluence as it relates to decigion processes and policy outcomes. Several
authors have combined these two approaches, describing both the individual
evaluative processes as well as the interactions among the decision-makers.

B.2.1. Decision Strategies in Budget-Making. The first approach to .
budgetary decision-making examines the strategies and rules used by policy-
makers to simplify the process of budgetary choice.. The basic model by most
of these researchers is Braybrooke and Lindblom's [1963: see section A.3 of.
this essay] strategy of incrementalism. TLimited. by the capacities of human
. problem solving, the decision-maker:cannot: follow a rational-deductive’ model
Rather, the decision-maker simplifies the search and selection procedure by
examining alternative polieies which differ only incrementally from present,
budget levels. Calculation is aided by rules that call for noncomprehensive

6/ For a descrlptlon of budget—maklng in two rural California countles, see
Mason [1975], Chapter VI.. ‘

[
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and nonexhuastive search for alternatives and their consequences. Referring
to the federal budget, Wildavsky [1964: p. 15] observed, "The men who make

the budget are concerned with relatively small increments to an existing base.
Their attention is focused on a small number of items over which the budgetary
battle is fought.” In a later article, Meltsner and Wildavsky {1970: p. 319]
applied this observation to local budget-making: ' :

Municipal budgetary behavior is simple. Officials do not
review their total budget but make small changes every year
around the margins of their base amount within an overall.re-
source constraint. They use simplifying procedures not just
to reduce the budget but to cut the decision problem to size.

Several descriptions of the municipal budget process have found evidence
of incremental decision-making. Barber [1966], examining the boards of fipance
in Connecticut, discovered that decision-makers utilize rules to simplify the
problem of making resource allocations. ITtems beyond the control of the boards,
because of legel or traditional mandates, are given little review in the budget
process. Discussion is focused on large increases or decreases in budgets.

The budget is considered horizontally (items across years) rather than verti-
cally (between departments). Concrete, nuts-and-bolts aspects of the problem

are discussed, with attention given to dollars—and-cents queéstions rather than
analysis of the basic merits of a progranm. : .

In his study of three Illinois cities, Anton [196h] found that two of the
municipalities allocate their resources on an incremental basis. Most of the
decisions are made by the city managers by concentrating on changes from the
previous year's budget. Quoting tne city menager [Anton, 196k: p. 1k]:

. . . Idon't like to waste a lot of time on items which
we know we are going to have to support. So if we get an item
in here in a departmental budget we know we've been spending.
money on for the last three or four years and it looks as though
- we are going to have to be spending money for the next few years,
I don't waste time trying to justify that expenditure. When I
meke. up the budget I try to comment only on items which repre-
" sent an increase in spending or a new program of some kind that
is different from what we have been doing previously.

However, Anton found that this incremental pattern is sometimes broken
when the city councils attempt to balance the budget. For a fully developed
program-planning-budgeting system (PPBS), expenditures would be organized into
program categories which represent the various goals thet sre being sought.T/
Budget decisions would then be maede on the basis of a systematic comparison
of alternative proposels,. both within departments and among program categories.
Anton found one city using such eriteris in an elementary fashion. Department
heads are "required to present detailed justification for each request and are
charged specifically with analyzing their entire department's operations with

7/ The PPB systeni has been deseribed as "an approach to decision-making de-
signed to help meke as explicit as possible the costs and consequences of
major choices and to encourage the use of this information systematically
in the making of public policy” (J. Carlson [1969: p. 6131).
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a view of effectuating every economy possible” [Anton, 1964: p. 11]. This,. &

coupled with the 'required statement of each department's performance goals, - #
lead Anton [op. cit.] to conclude that the budget "takes on the character of -
a financial plan, which States the dollars and cents cost of achieving speci-

fied policy: goals:. (TR

Most empirical work on the choice process involved in municipal budget-
ing concludes that individual decision-makers utilize a strategy of incremen-
talism in forming fiscal policy:’ One exception has been found by Anton [196h4],
who discovered that an Illinois city used an unsophisticated variant of the
rational deductive model of decision-making. Mushkin [1971] has also found e
some evidence of the spread of a PPES-approach to budget-making in the local s
dlevel of government< s -

B.2.2." Partieipant Interaction and the Budget Process. An alternative -
approach to'examining budgetary decision-making is to identify important par-
ticipants in the budget process and to examine the interactions among these .
participants. ' Crecine [1969], 'in a study of budget-making in three:large _ --
cities (Pittsburgh, Detroit, and Cleveland), identifies four major acters in. i
the budget process.” These sdre the department heads, the executive (either =~
‘manager or mayor), the eity council (legislature), and community interest - =
groups (in a plurslistic sense) or influential citizens {in en elitist model). -«
In Crecine's model, the budget process is divided into three steps. First,.
the department heads decide how much they should ask for in their initial
budget request. Crecine found that once the department heads formally submit
their requests to the executive, they assume essentially passive roles in the:.

- budget process} department heéads rely heavily on the executive's cues on ‘
what might be the acceptable range of requests. Departmental administrators-
rarely .appeal to the legislature to protest decisions by the executive,

In the second stage of the budget process, the executive. faces the task:
of balancing budget requests with anticipated revenues. Since departmental
requests invariably exceed revenues, the executive must decide who shall be
cut and by how much. According to Crecine, these decisions are not made in
consultation with either department heads or the council.

The Tinal stage of the budget process involves the ratification of the
budget by the council. Crecine found that the council rarely made changes
- in the balanced budget presented by the executive, The council, in "virtually
' every case, approved the mayor's budget almost exactly as submitted” [1969:
p. 35]. L o . o : R
Crecine -describes the ‘entire budget process.as executive-controlled. : -
There was no significant input by community groups.or elites discovered.:
Crecine [1969: p. 192] concludes that "what our model suggests is that bud-
gets in municipal government are reasonably abstracted documents bearing
little direct reletionship to specific community pressures.”™

The executive-centered budget model described by Crecine has also been
supported by other researchers. Meltsner and Wildavsky [l9?0],\in their -
study of Oakland, claim that the key figure in the budget process is -the . X
city manager. They found that Oakland's budget process is more decentralized .t ~-
than that described by Crecine, but the overall picture is dominated by the
city manager. In Oakland, the budgetary process is made up of a series of
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bargains, where decisions made at one level are appealed at e higher level of
authority. However, most of this bargaining takes place between department
heads and the city manager. Appeals rarely get to the council; if they do,
the executive's decision is usually supported. "The outcome is that a great
many ‘of the analysts! decisions prove to be final but the departments cannot
be certain that an appeal is hopeless" [Meltsner and Wildavsky, 1970: p. 1771

The major objective of the city manager in Oaklend is to meet the recurring
revenue constraints, In attempting to meet this objective, the city manager
and his staff assume the role of budget cutters. In contrast to Crecine's model,
. Meltsner and Wildavsky found that department heads pay little attention to the
initial instructions by the city manager. The conflicting aims of the depart-
ments and the manager creste two disjunctions in the budget process: "{a).the
spenders (department heads) ignore revenue limitations in formulating their .
programs and {b) the cutters {city maneger) ignore program and service consid-
erations in balancing the budget” [Meltsner and Wildavsky, 1970: p. 333].

Meltsner and Wildavsky lend support to the executive-centered model of
the municipal budget process. Although more bargaining takes place between
individual department heads and the executive than allowed by Crecine, the
budget is essentially that of the city manager. The Osakland City Council takes
a passive role in accepting the executive's budget; in 1967, the budget was
adopted without change after a short four-hour presentation by the manager.
Also lacking in Oakland is any significant input into the budget-formation pro-
cess by community interest groups. ' S

Researchers in other cities have found that the budget process is not domi-
nated by the executive. Anton [1964] reports that in two of the three Illinois
cities he studied the council makes the decisions necessary %o balance the.bud=
get. The executive's role in these municipalities is merely to transmit de-
partmental requests to the council. Anton also found that considerable inter-
sction exists between department heads and the council in deciding budgetary
allocations. Solutions are "worked out in confrontation of (council) committee
with departments” [Anton, 196h: pp. 15-16}. Caputo [1970: p. 11] likewise re-
jected the executive-centered model of budget-making: "It is possible to con-
clude that no one participant (or group of participants) can formally or in-
formally dominate the budget process.”

In summary, the budget-meking process has been characterized on a continuum
ranging from a hierarchical, executive-controlled process to & legislative-domi-
nated process, where both extremes are dominated by one branch of the govern-
ment. Absent in this research is any exawination of the relationship between
the community power structure and public involvement in budgetary decision~mak-
ing. A group of researchers, most of vhom are sociologists or political sci-
entists, have considered this possibility. ‘ ' :

B.2.3. Community Participation in Budget-Making. Caputo [1970], a politi-
cal scientist, found that community groups may participate meaningfully in bud-
getary decision-making. In his four-city study, Caputo reported that interest
groups did participate in the budget process and "attempted, usually with some -
degree of success, to influence the budgetary process and to change budgetary
allocation decisions” [1970: pp. 11-12].. However, Caputo did not attempt to
identify the nature of these groups or more importantly, what might be their
power base. - o S : . '
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Most of the research on communlty power has not examlned the’ speclflc '
relationship between power stratification and budgetary decision-making. The =
budget process is usually considered to be affected implicitly by the distri-
bution of power in the community. One school of thought, as represented by
the Lynds [1937] and Hunter [1953], has' postulated that the pattern of the .
community power structure and of the municipal decision-making process is
attributable to the comminity SOCl&l structure and to the desires and inter- "
ests of-the "ruling ellte." This influent1a1 elite is composed almost ex-
clusively of members of the upper~income brackets of the community. In an
elitist model, budgetary decision-making processes would tend to be central-
ized and expenditure outputs would'reflect the interests of the economic elite.?f

" Other researchers such as Dahl [1961] and Polsby [1963] assert thet po- . ~0
11t1cal decisions are the equlllbrla resulting from.compromises between the ~°
competing interests of pluralistic power groups. The pluralists see American
society as fragmented into "hundreds of small special interest groups; with o
-incompletely overlapping memberships. . . and a multitude of techniques for .. ‘it
exercising influence on decisions salient to them [Polsby, 1963: p. 118].
Presumebly, budgetary decisions would reflect the interests of these pluralis-
tic power groups.

Terry Clark [1972] has attempted to relate the distribution of power in
>1 communities to policy and. ‘budgetary outcomes. . His -basie ‘conclusion is
that larger, more ‘econcmically diversified cities with governmental structures
favoring citizen participation have more decentralized and pluralistic patterns
of decision-making. These decentralized decision-making patterns tend to cor-
relate positively with larger budgetary expénditures (on a per capita basis).
Since decentralization was found to be. positively related to community size,
& corollary conclusion is that smaller, rural commmnities would tend to have
relatively smeller budgets than urben municipalities. : :

In small rural communities, it might be posited that. decision-making el
would be centralized with low'levels of public input-into-the budget process. "
Most empirical studies indicate that smeller communities tend to have less
pluralistic power structures than those.found in metropolitan communities. ek
Among others, the studies by Vidich and Bensman [1958], the Lynds [193T1, and -
Goldschmidt [l9h7} found that small communities were characterized by elite
power structures. Thus, applying the results of Clark's [1972] research, a
priori expectations would indicate that the budget process in rural local gov-
ernment would tend towards centralizatlon of power and would exhibit an ab-
sence of community input. - :

C.  Summary

The purpcse of this paper has been to review the relevant literature -
which relates to the question of how public choices are made (and how they
should be made). Particular emphasis- has been placed on decision-making in-
the formation of governmental budgets. The importance of decision-making : -
strategies as well as the patterns of interaction among the policy-makers sas
they affect expenditure outcomes have been pointed out. DMost budget-makers
tend to utilize an incrementalist strategy, although some infrequent evidence.
exists that municipelities occasiorally follow & more deductive and program~
matic approach, Previous research has found that the structure of budgetary
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decision-meking varies widely among municipalities. The budgetary process ranges
from a hierarchical, executive-dominated process at one.end, to a legislative~
controlled process at the other.end of Centrallzatlon, with a decentralized
bargainlng structure in the middle. o

There is considerable dlvergence among researchers W1th respect to the
question of how budget decisions in the public sector are made. . This irresolu-
tion of theory and real-world description ihvokes the. usual call for further
research in the area. Interactive study which develops theory based on empiri-
cal analysis of public decision processes—-at national, state, and local levels
of government--offers potentisl for significant contribution to the field. A
corollary charge to the researcher is the further development and extension of
econonic devices for decision~making {such as PPBS, cost-benefit, and cost-effec~
tiveness analysis) to provide policymskers in local govermments with some method
for organizing their thoughts about public spending and taxing. 8/ while the
instruments-of evaluating alternative public expenditures are not highly refined
and have been subject to political resistance as well as.professional criticism,
the underlying concept of introducing economitc rationallty into the publlc de-
cision prccess contains substantial merit.

v
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