PLCP 4220 COMPARATIVE BUDGETING AND ECONOMIC POLICY
Thursday, 6:00pm-8:30pm, 341 Nau Gibson Hall
Fall 2016
Professor James D. Savage

Office:  S483 Gibson Hall
Office Hours: Wednesday, 12:30-1:45 and by appointment.

Office Telephone Number:  924-3750

E-Mail:  jds2y@Virginia.edu

Budgeting may be studied from several perspectives.  From the vantage point of professional schools of public administration, the practical elements of budgeting include the actual drafting and formatting of budget documents, the application of cost-benefit and other tools of program analysis, the projection of revenues and expenditures, the division of spending into its operational and capital components, and the management and implementation of programs funded by the budget.  Economists principally focus on the macroeconomic consequences of budgeting, such as the effects of deficit spending on interest rates, inflation, the crowding out of private investment, foreign exchange rates, and national debt management.  At a more micro level, economists may also consider the effectiveness of specific programs funded in the budget, such as determining the influence of public jobs programs on the labor market.  These questions may also be of interest to and directly addressed by political scientists, but the centrality of political science research looks at budgeting as a guide to a broader analysis of politics, the development of institutions, the relationships between institutions, the behavior of political actors within those institutions, and the formulation and implementation specific public policies.  This course examines budgeting from this last perspective, especially from a comparative and theoretical viewpoint.  We will consider the politics and process of public budgeting, and the role the budget plays in national and international economic policy making.  Students will read portions of the federal budget, learn budget terminology, and follow the American national budgetary process as it evolves during the course.

Grading:  Midterm (30%), Final (45%), Quizzes (20%), Political Assessment (5%), and Participation (See “Sixth,” below).

Course assignments and requirements:

FIRST:  You are responsible for learning key budget terminology.  There will be at least two quizzes on budgetary and economic policy terms.  Each quiz will count as 10 percent of your grade.

SECOND:  You will be assigned the task of creating a one-page political assessment/biography of a member of Congress who sits on a House or Senate Appropriations Committee.  Your assessment will evaluate that member's seniority/ranking on the committee, the member's ideological rating, and the member's position on major legislation or programs of importance that fall within that member's subcommittee jurisdiction.  

THIRD:  You will participate in an ungraded group exercise, where each of you will be assigned to a budget committee with the responsibility of creating a budget that meets certain deficit and spending targets.  This "Exercise in Hard Choices" will ask you to make choices between various types of spending and revenue programs to realize these fiscal goals.

FOURTH:  You will keep a "budget diary."  Each week you will collect two different stories from two different sources (newspapers, internet, etc.) about public budgeting.  For each story you will provide a brief summary that indicates the level of government involved (federal, state, local); the amount of funds involved; whether the budget is being cut or increased; the name of the budgeted program.  If taxes are being raised or cut to support a budget, indicate by how much and the type of taxes involved.  Include a hard copy of the story.  Be prepared to share your diary entries with the class each week.  The budget diary is a credit/minus credit course requirement.  Diaries will either be given a "credit" grade, or a "minus credit" grade, in which case your overall course grade will be lowered by two grades (e.g. A- becomes a B, B+ becomes a B-, etc.).

FIFTH:   There will be take-home mid-term and final exams, with the midterm counting as 30 percent of your grade and the final as 45 percent.

SIXTH:  Course participation is expected.  Be prepared, read the course material, keep up with the news, speak up in class.  Participation is credit/minus credit.  Students who do not participate will have their overall course grade lowered by one grade (e.g. A- becomes a B+, B+ becomes a B, etc.).

THERE IS A GOOD DEAL OF READING FOR THIS COURSE.   DO NOT TAKE THIS CLASS UNLESS YOU CAN COMMIT YOURSELF TO THIS READING LOAD OF 100 TO 150 PAGES A WEEK.
Reading Assignments:  Required and recommended readings are available for downloading through Collab.  
August 25:  What is Good Budgeting?

Recommended:


*de Renzio, “Assessing and Comparing the Quality of Public Financial Management 



and Systems:  Theory, History and Evidence”

*Guess and Leloup, “Comparative Budgeting” 
September 1:  Classical Budgeting and the Response to Incrementalism
*Wildavsky, "The Dance of the Dollars:  Classical Budgeting"

*Lyden & Lindenberg:  “Design of the Executive Budget:  From PPB to ZBB”
  
*LeLoup, “From Microbudgeting to Macrobudgeting: Evolution in Theory and Practice”

*Taylor, “Introduction to Zero-Based Budgeting”
Recommended:  *Schick, “The Road to PPB” and “A Death in the Bureaucracy”
September 8:  The Contemporary Budgetary Process in the United States
*CRS “Budget Process”
*CRS “Appropriations Process”   
*Budget Process Charts & Figures 1,” Print and bring to class.

*Important:  Begin learning terms in “Important Budgetary Terms”

September 15:  Macro Budgetary Constraints:  Formal Rules and Constitutional Restrictions 

*Schick, "The Role of Fiscal Rules in Budgeting"

*Primo, “The U.S. States,” “The Federal Government,” “Conclusion”
*Brumby and Hemming, “Medium-Term Expenditure Frameworks”

*Jones and Lawson, “Medium-Term Expenditure Frameworks-Panacea or

Dangerous Distraction?”

Recommended:  

*Wagner, "Effects of Constitutional Restraints on Economic Policy Making"


*Olson, "Is the Balanced Budget Amendment Another Form of Prohibition?"

*Statement by Louis Fisher, Congressional Research Service"


*Statement of Robert D. Reischauer, Director, Congressional Budget Office"

            *Statement by Congressman Joseph P. Kennedy II"

*Budget Process Charts & Figures 2,” Print and bring to class.

September 22:  Micro Budgeting & Collective Action and Principal-Agency Theories


*Kiewiet and McCubbins, “Delegation and Agency Problems”


*Denemark, “Partisan Pork Barrel in Parliamentary Systems:  Australian



Constituency-Level Grants”


*Niskanen, “Characteristics of Bureaus”

*Dunleavy, “Bureaucrats, Budgets, and the Growth of the State”


*Recommended:



*Savage, “Saints and Cardinals in Appropriations Subcommittees”



*Savage, “The Administrative Costs of Congressional Earmarking”

September 29:  Japan’s Fiscal Crisis

*Ishi, “Budgets and the Budgetary Process,” 

*Wright, “A ‘Public Works State,’” “Deficits and Debt,” “Japan’s Fiscal Performance

  
        in International Context”

*Savage, “A Decade of Deficits and Debt:  Japanese Fiscal Policy and the Rise and

  Fall of the Structural Reform Act of 1997"

* Important:  Begin learning terms in “Important Budgetary Terms 2”
MIDTERM DISTRIBUTED
October 6:  Class Cancelled

October 13:  October 6:  Exercise in Hard Choices I

*”The 1996 Federal Budget: An Exercise in Hard Choices,” pp. 1-8.
MIDTERM DUE

October 20:  Exercise in Hard Choices II

*GAO, “Budget Surpluses: Experiences of Other Nations and Implications for the United 

States”   www.gao.gov/archive/2000/ai00023.pdf

Read Chapters 1-5, plus any particular country case in the appendix that interests you.


*Recommended:


*Posner, “The Politics of Fiscal Austerity: Implications for the United States”
October 27: Macro Budgetary Constraints:  The European Union’s Fiscal Governance   
 
*Hallerberg, Chapters 2, 4, 5

   
 *Heipertz and Verdun, Chapters 6-9

Recommended:


  
*De Streel, “EU Fiscal Governance and the Effectiveness of Its Reform”




Also:   *Savage, “Member State Budget Transparency in the Economic and Monetary Union”



*Savage & Verdun, “Reforming Europe’s Stability and Growth Pact:  Lessons




from the American Experience in Macrobudgeting”

November 3:  Budgeting for the European Union

 *Laffan:  “Budget Rules and Where the Money Comes From,” “Making Budgets,”

  
      “Building a Union,” “Managing the Finances of the Union”

 Recommended:  Guess & LeLoup, Chapters 3 and 4
November 10:  Budgeting in Poor Countries

*Wildavsky, “The Poor and the Uncertain:  Low-Income Countries”


*Allen, “The Challenge of Reforming Budgetary Institutions in Developing Countries”


*IMF, “Guidelines for Fiscal Adjustment”


*Bird, “Fiscal Decentralization in Developing Countries”


 Beschel and Ahern, “Executive Summary”


Recommended:  Beschel and Ahern, Chs. 1-3
FINAL DISTRIBUTED

November 17:  Class Cancelled

November 24:  Thanksgiving Recess
December 1:  Fiscal Reconstruction in Post-Conflict Countries:  The Case of Iraq and Afghanistan

*Oliver, "Restarting the Economy in Iraq" 

*Symanksy, “Donor Funding and Public Finance Management in Post-Conflict               Countries”

*Ghani, et al, “The Budget as the Linchpin of the State:  Lessons from Afghanistan”


*Recommended:  



*CPA Order 95 "Financial Management Law and Public Debt Law"
*U.S. Senate Foreign Relations Committee:  “Evaluating U.S. Foreign Assistance   to Afghanistan”

  http://www.foreign.senate.gov/download/?id=E8637185-8E67-4F87-81D1-119AE49A7D1C
December 8:  FINAL EXAM DUE, 2 pm in S483 Gibson Hall.
*******************************************************
INTERNATIONAL ORGANIZATIONS:

Organization for Economic Co-Operation and Development (OECD):  www.oecd.org/
Directorate for Public Governance and Territorial Development (Budgeting and


Public Expenditures): 


http://www.oecd.org/department/0,3355,en_2649_34119_1_1_1_1_1,00.html/
International Monetary Fund:  http://www.imf.org/
World Bank:  http://www.worldbank.org/
FEDERAL GOVERNMENT HOME PAGES:

Executive Branch:
White House:  http://www.whitehouse.gov
Office of Management and Budget:   http://omb.gov
The Budget Analyst--Federal Agency Money Matters: http://www.budgetanalyst.com/
Congress:

House of Representatives:  http://House.gov/
House Budget Committee:  http://www.house.gov./budget/
House Appropriations Committee:  http://appropriations.house.gov/
House Armed Services Committee:  http://armedservices.house.gov/
Senate:  http://Senate.gov/
Senate Budget Committee:  http://budget.senate.gov/
Senate Appropriations Committee:  http://appropriations.senate.gov/
Senate Armed Services Committee:  http://armed-services.senate.gov/
Congressional Support Agencies:

Congressional Budget Office:  http://www.cbo.gov/
General Accountability Office:  http://www.gao.gov/
Library of Congress—Thomas:  http://thomas.loc.gov/
Think Tanks:

Center for Strategic and Budgetary Assessments:  http://www.csbaonline.org/
Center on Budget and Policy Priorities:  http://www.cbpp.org/ 

Committee for a Responsible Federal Budget:  http://www.crfb.org/
Concord Coalition:  http://www.concordcoalition.org/issues/fedbudget/
Cato Institute:  http://www.cato.org/
American Enterprise Institute:  http://www.aei.org/
Brookings Institute:  http://www.brookingsinstitution.org/
Heritage Foundation:  http://www.heritage.org/research/budget/
Institute for Policy Studies:  http://www.ips-dc.org
Professional Associations:

American Association for Budget and Program Analysis:  http://www.aabpa.org/
American Society for Public Administration:  http://www.aspanet.org/
Association for Public Policy Analysis and Management:  http://www.appam.org/
Government Financial Officers Association:  
http://www.gfoa.org/index.php?option=com_frontpage&Itemid=220
News Sites:
The Fiscal Times:  http://www.thefiscaltimes.com
The Financial Times:  http://www.ft.com
(Plus the usual New York Times, Washington Post, Wall Street Journal, etc.)

FURTHER READING (This is a partial list to get you started):

On the Historical Evolution of Budgetary and Economic Policy:

Richard Bonney (ed.), The Rise of the Fiscal State in Europe, c.1200-1815,

Oxford U. Press, 1999.

J. Brewer, The Sinews of Power: War, Money and the English State, 1688-1783,

Harvard U. Press, 1989.

Martin Van Creveld, “The Rise and Decline of the State, Cambridge, 1999.

Dennis Ippolito, Why Budgets Matter, Penn State 2003.


James Savage, Balanced Budgets and American Politics, Cornell, 1988.
On Comparative Budgeting:

Charles E. Menifield, Comparative Public Budgeting, Jones & Barnett, 2011

Mark Hallerberg, et al, Who Decides the Budget?  A Political Economy Analysis of the Budget Process in Latin America, Inter-American Development Bank, 2009

Roland Sturm, Public Deficits: A Comparative Study of Their Economic and Political

Consequences in Britain, Canada, Germany, and the United States, Longman, 1999.

Bernard Dafflon, Local Public Finance in Europe, Edward Elgar, 2002.

A. Wildavsky, Budgeting: A Comparative Theory of Budgetary Processes, Little, Brown,

 1975.

R. Hutchings, The Soviet Budget, SUNY Press, 1983.

Davis, The Soviet Budgetary System, Cambridge, 1958.

Bahry, Outside Moscow: Power, Politics, and Budgetary Policy in the Soviet Republics,

 Columbia, 1987.

A. Lavrov, The Fiscal Structure of the Russian Federation, M.E. Sharpe, 2001.

Poterba and von Hagen (eds.) , Fiscal Institutions and Fiscal Performance, U. Chicago, 1999.

R. Strauch and von Hagen (eds.), Institutions, Politics, and Fiscal Policy, Kluwer, 2000.

Wildavsky and Zapico-Goni (eds.), National Budgeting for Economic and Monetary Union,

 Martinus Nijhoff, 1993.

H. Wallace, Budgetary Politics: The Finances of the European Communities, Allen &

 Urwin, 1980.

Walder, The Budgetary Procedure of the European Economic Community, Bohlau Verlag,

 1992.

J. Wanna, Managing Public Expenditure in Australia, Allen & Urwin, 2000.

A. Premchand (ed.), Government Financial Management: Issues and Country Studies,

 IMF, 1990.

H.Ishi, Making Fiscal Policy in Japan, Oxford, 2000. 

R. Beschel, Jr. and Mark Ahern, Public Financial Management Reform in the Middle East and North Africa, World Bank, 2012.

Frank Bonker, The Political Economy of Fiscal Reform in Central-Eastern Europe, Edward Elgar, 2006.

STATEMENT OF POLICY:
The University of Virginia is dedicated to providing a safe and equitable learning environment for all students. To that end, it is vital that you know two values the University and I hold as critically important:

1. Power-based personal violence will not be tolerated. 

2. Everyone has a responsibility to do their part to maintain a safe community on Grounds.

If you or someone you know has been affected by power-based personal violence, more information can be found on the UVA Sexual Violence website that describes reporting options and resources available - www.virginia.edu/sexualviolence. 

As your professor and as a person, know that I care about you and your well-being and stand ready to provide support and resources as I can. As a faculty member, I am a responsible employee, which means that I am required by University policy and federal law to report what you tell me to the University's Title IX Coordinator. The Title IX Coordinator's job is to ensure that the reporting student receives the resources and support that they need, while also reviewing the information presented to determine whether further action is necessary to ensure survivor safety and the safety of the University community.  If you would rather keep this information confidential, there are Confidential Employees you can talk to on Grounds (http://www.virginia.edu/justreportit/confidential_resources.pdf). The worst possible situation would be for you or your friend to remain silent when there are so many here willing and able to help.
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