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the ccclesia at Athens in the fifth century B.C. and gave 
their views directly. The history of democratic philo­
sophy since then has been a search for the political 
system which beet reflects the will of the people. For 
the purpose of the present study democratic forms of go­
vernment will be assumed, in which individual preference 
is regarded as important.

In a capitalist democracy, there are two areas of 
social choice - the open market mechanism in the case of 
• economic' decisions and voting in the case of 'political* 
decisic ■*. In any work on budgeting, the procedure for 
finding consensus in a decision between expenditure A 
and expenditure B is clearly significant. Several im­
portant works on the theories of social choice have been 
published in the past thirty years and Arrow has recent­
ly distilled the essence of these in a valuaols exposi­
tion. He states that "The social choice from any
given environment is an aggregation of individual prefe- 

(2)rences".
Social choice revealed both in voting and in the 

open market are the consensus of the tasteti and values of 
many individuals, and Arrow conducts a theoretical analy­
sis of the procedures for passing from a set of known indi­
vidual tastes and values to a pattern of social decision- 
making. He assurt.es that each individual has a definite 
ordering of social states in teims of their desirability

1. Kenneth J. Arrow, Social Choice and Individual 
Values: See also Richard A. Musgrave, op. cTt.. p. 116 n.

2. op. cit. p. 103.
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to him, a social state being a complete description cf the 
amount of labo'ir to be supplied by each individ ‘<a * , the 
amount of each productive resource invested in each type of 
productive activity, and the amounts of various types of 
collective activity, such as municipal services, diplomacy, 
and the erection of statues to famous men. ^  These or­
derings of social states based on individual preferences 
must be translated into collective choice, and i.n a set of 
interesting theorems Arrow seeks patterns of collective ra­
tionality.

Musgrave is concerned not with finding a consistent 
solution to the problem of social choice on the basis of 
existing data, but with finding a technique by which indi­
viduals can be induced to reveal their true preferences. 
Although individual preferences regarding the satisfac­
tion of social wants exist, people will act strategically 
and not reveal them, and therefore the correct form of 
voting procedure must be discovered. Musgrave examines 
majority rule, plurality rule and other systems to dis­
cover the political mechanism which is likely to lead to

, , v. • (2)the nost satisfactory form of social choice.
Other economists, in particular Samuelson. hold the 

view that even if individual preference patterns of so­
cial services were known, the satisfaction of social wants 
is not subject to an optimal solution as is the case with 
private wants.

1. ibid. p. 17.
2. Richard A. Musgrave. op. cit. Chapter 6.
3. Paul A. Samuelson, 'The Pure Theory of^Public Ex­

penditure • , The Revie w of. Sconom; ca^anrî gta t j,stj^ s ,
Vol. XXXVI. 1954, p. 387-9.
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Aggregating the preferences of individuals to arrive 
at acceptable social decisions is a problem of democratic 
government which has exercised the minds of political phi­
losophers in all ages. Rousseau stated that there is a 
'general will* derived from a coalition of all the sepa­
rate wills. It is a deep underlying community of purpose, 
distinct from the superficial desires of the individual. ^  
Kant stressed the difference between the pragmatic impera­
tive which governs man in his everyday activity, and the
moral imperative which is categorical and relates to a

(2)higher social purpose. Burke, in his famous descrip­
tion of the duties of a member of parliament, said an
elected representative's first duty is to the general will

(3)and only after that to his electors.
The problem of finding community consensus in modern 

states, where populations and legislative assemblies are 
large, is formidable. Rousseau had a great distrust of 
all forms of representation which did not reflect the gene­
ral will; he favoured direct meetings of the people as 
in the cld ecclesia. Plato, on the other hand, believed 
that justice could not be found in the individual who
voted without knowledge. Government should be conducted

(4)by a small group of specially educated 'guardians'.

1. Rousseau. Social Contract. Book 2.
2. Kant, Metaphysics of Morals. Section 2.
3. A.R. Lord, The Principles of Politics, p. 173.
4. Plato, The Republic, The Second Book.
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The political aspects of consensus is too wide a subject 
to be discussed further, yet it has important implica­
tions for budgetary decision-making, a sphere where the 
participants muft also be guided by co'T,munity consensus, 
and where higher social ends aS we31 ?s lower material 
ends merge in expenditure decisions.
5 Theories of Budgeting
Decision—making in the private sector of the economy in 
the atmosphere of a free market is relatively straight­
forward. The factors of production move to points where 
they are most required. The profit motive is paramount, 
and price is set somewhere near the demand-supply point 
of equilibrium. Ther*» is a distinct quj.d pro quo rela­
tionship - a price is pe.id. something is received. If 
a person does not pay the price, he is excluded from use.

In the sphere of government there are several areas 
in which quid pro quo relationships exist, especially in 
the field of enterprise departments established for satis­
fying certain tangible wants e.g. electricity, gas, trans­
port and water. The reasons for public operation instead 
of private operation are multifarious and cannot be dis­
cussed here. In spite of the existence of monopoly con­
ditions in many instances, the principle of excludability 
applies in general. If a person does not pay the price 
he can be excluded from use. The same applies to a wide 
range of non-trading public services where a direct charge 
for use is made e.g. refuse removal fees parking charges.

However, many of the public services rendered to sa­
tisfy social wants cannot be divided up and sold. Sax
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refer rod to these us 'collective needs proper' and Cassel
as 'absolute collective wants'. People who do not
pay for thn service cannot bo excluded from the benefits
provided by the service. Lighthouses police, defence,
traffic control, streetlighting fa1! ’nto this category.
Samuelson states that if a good can be subdivided and
each part sold with no external effects on others, it is

. • (2)not a candidate for government activity.
All public budgets whether at central, provincial or 

local level provide for the satisfaction of both kinds of 
social wants referred to above. For some services there 
is a direct quid pro quo relationship, but for others 
there is no 3uch relationship and the cost must be met 
from general taxation. In many instances tne boundary 
line between these two is blurred. There may be a ser­
vice, for instance, where a direct charge is made but 
which is regulatory rather than income-oriented. Grea­
ter detail regarding the means of satisfying particular 
local wants will be furnished in subsequent chapters.

The relationsnip of the subjective theory of value 
to social choice has already been discussed. It is an 
economic theory which has failed to yield an enduring ba­
sis for choice among competing expenditures because of 
the essentially political nature of public decision-making. 
In spite of the numerous normative studies on public bud­
geting, on what ought to be rather than what is, the allo­

1. See page 26, and Gustav Cassel, op. cit. p. 69.
2. Paul A. Samuelson, Economics : An Introductory 

Analysis, p. 159.
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cation of priorities in the real world of public budgeting 
has proceeded as though no economic theory existed. 
Burkheaa points out that legislators and administrators 
may continuously be engaged in balancing out satisfactions 
and dissatisfactions but this ha.s ' n3” ex post facto vali­
dity. At the time when decision-making is actually in
process marginal theory provides no guidelines for allo- 

(2)cation. Colm has stated:
A theory of public finance which attempts to elimi­
nate the specific political factor that distin­
guishes this field from the private market economy 
fails to grasp the essentials of the problem. (3)
The above brief account of the forays of political 

philosophy and economic theory in search of methods of 
budgetary choice suggests at first sight that little 
success has been achieved. It is nevertheless a valua­
ble background to the conceptual problems of programme 
budgeting where there has been a revival in the applica­
tion of economic analysis to assist decision-makers.

It is possible to accept the notion that the satis­
faction of social wants proper is not subject to a solu­
tion based on Paretian optimality, and at the same time 
accept the validity of economic and political theory in 
many sphere3 of budget determination. For example, 
Wicksell's principle of near unanimity for budgetary 
decisions is regarded by many as too idealistic. Yet

1. Alan T. Peacock and D.J. Robertson, op. cit.
p. VII: Mabel L. Walker. Municipal Expenditures, p. 47: 
Aaron Wildavsky, The Politics oi the Budgetary Process, 
p. 148.

2. Jesse Burkhead, Government Budgeting, p. 44.
3. Gerhard Colm, Essays in Public Finance and Fiscal 

Policy, p. 32.
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when examined against current budget attitudes it is seen 
to have practical value because there always exists a 
fairly high degree of consensus. Strong traditional and 
historical impacts, psychological pref rence for the status 
2uo, general agreement o" major so'.ic' objectives tend to 
toster an atmosphere of near unanimity. Simon states that 
choice takes place in an environment of 'givens', premises 
that are accepted as a basis foi choice. (1* Similarly, 
Kant's imperatives could well be manifest in budgetary 
choices. Administrators nave been known to be actuated 
by two impulses, a ^nd moral one when contemplating
the higher aims of _r;ment, and a pragmatic and indi­
vidualistic one when viewing lower material benefits. 
Although economic theory ha3 not provided 'definite rules 
of thumb for determining the precise scope of Government 
functions and level of Government expenditures', it doe3 

provide numerous guidelines for the budgetary decision- 
maker. 1 '

Consideration will now be given to some of the recent 
theories of budgetary decision-making. Two distinct 
schools have emerged during the past twe decades. The 
one, which may be described as the comprehensive school, 
was the outcome of the proposals for budgetary reform 
made in the Hoover Report; it has been supported gene­
rally by proponents of programme budgeting.

1. Herbert A. Simon, Administrative Behaviour, p. 70.
2. Walter W. Heller, 'Economics and the applied Theory 

of Public Expenditures', in Public Budgeting and Finance, by 
Robert T. Golembiewski (Editor), p. 170.

3. See page 2.
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other, which may be described as the incremental school, 
has supported a more pragmatic view of budgeting and has 
tended to reject the comprehensive approach. The dis­
tinction between the two approaches i£ indicated by 
I.indblorn thus: SuDpose that an ad li strator is faced 
with an important choice between two alternatives. He 
will adopt one of two attitudes - either he will consider 
all alternatives and choose that which maximises his va­
lues, or he will set a principal objective and disregard 
all social values which are irrelevant. The first 
decision-making model is a 'rational-comprehensive' one, 
and the second is based on 'successive limited eoinpari-

. U  )sons 1.
Arthur Smithies provided the foundation of the com­

prehensive approach in 1955 by stating that expenditures 
should be considered in the light of objectives they are 
intended to further, and final expenditure decisions should 
in general not be made until all claims on the budget can 
be considered. (2) When W.F. Willoughby commented in 
1948 that comprehensiveness was the most important feature 
of a budget, he was referring to the fact that it was one
consolidated document giving an overall view of proposed

( 3 )revenues and expenditures. Writing in 1968,
Arthur Smithies saw comprehensiveness more as a combina­
tion of finance and policy in place of the previous sepa-

1. Charles E. Lindblom, 'The Science of Muddling 
Through’, in Public Administration, by Robert T. Golembiew- 
ski et al. p. 293.

2. Arthur Smithies. The Budgetary Process in the 
United States, p. 12.

3. Encyclopaedia of the Social Sciences, Vol. 3. p. 39.
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ration, and a study of objectives together with an esti­
mation of costs and an assessment of the willingness and 
ability of the people to meet the costs. ^  This latter 
concept has been elaborated by many writers during the 
past decado. Most of the works c^nt - in criticisms of 
existing and previous systems of budget determination to­
gether with proposals for reform, along the lines of pro­
gramme budgeting. Comprehensiveness in this light will 
be discussed in subsequent chapters where the problems of 
implementing programme budgeting systems are covered. It 
is sufficient to state at this stage that the comprehensive 
view requires a decision-maker to see the budget document 
and it coniporents as a whole, and to ensure that he pos­
sesses the knowledge necessary for weighing one objective 
or one expenditure item against another.

The main characteristic of the incremental school has 
been its opposition to any comprehensive approach to bud­
geting. Its basic concepts are manifested most clearly

(2)in the works of Lindblom and Wildavsky.
They hold the view that the comprehensive method is 

impossible for use in complex problems and is beyond the 
intellectual capacities of men, who do not possess enough 
knowledge of the alternative proposals and are limited to 
a few choices. As a blue-print a comprehensive model may 
have value; but it is not workable and budget makers are 
therefore forced to adopt an incremental approach. An

1. International Encyclopaedia of the Social Sciences, 
Vol. 13, pp. 184-6.

2. Charles E. Lindblom, op. cit., also 'Decision- 
making in Taxation and Expendituresin Public Finances ; 
Needs, Resources and Utilization U.S.A. pp. 295-329;
Aaron Wildavsky, op. cit.
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important reason for this i3 the absence of one clear and 
correct solution, for example a choice between a public 
housing project and a new type of traffic control. Fur­
thermore, preferences are not registered by the rr.an-in- 
the-street on most issues and deci if.ns are taken by a 
few administrators and legislators. Piblic decisions are 
adjustments at the margin and economic theories of maxi- 
m i-i social advantage do not help. Ultimately values are 
determined in terms of particular policies. Even if ad­
ministrators did possess an agreed set of values, objec­
tives , constraints and rankings, the use of these in ac­
tual choice situations would be impossible to formulate. 
Decision-makers thus focus attention on marginal or incre­
ment- :1 values and they do not find a general formulation 
of objectives helpful. Wildavsky concluded that:

Budgeting is incremental, not comprehensive. A de­
partmental budget is almost never actively reviewed 
as a whole every year in the sense of reconsidering 
the value of all existing programmes as compared with 
all possible alternatives. (1)
Simon also states that the number of alternatives a 

decision-maker would have to explore is so gre?-'. and the 
information he would neei to evaluate them so vast that 
even an approximation to objective rationality is hard to 
conceive. Few writers today believe that a decision­
maker can begin at zero and study all possible alterna­
tives. Equally, there is a tendency to reject the 'mudd­
ling through' attitudes of the incrementalists, who saw 
only good in the complex politico-budgetary system of the

1. Aaron Wildavsky, op. cit. p. 15.
2. Herbert A. Simon, op. cit. p. 79.



39

U.S.A. with its various checks and balances in which most 
pressure groups received an adequate dividend from an 
affluent society. Consensus and stability were regarded 
as more important than laudable objectives and rational 
choice. The Pareto optimum was what was. Bi«" t re­
formers today appear to accept a compromise; they accept 
that much rationality can be brought to the decision­
making process by the judicious use of specialists with­
out involvement in the political process. This as­
pect is dealt with more fully in the final chapter.

A feature of current developments in budgetary theo­
ry is the predominance of United States influence. It 
is wise to make allovances for the special constitutional
position of the U.S.A., whera a national budget system was

(2)introduced as late as 1921. v ' The separation of powers 
has had an important effect on the budget system and a 
great deal of the writing on budgetary reform has been 
aimed at inter-departmental procedures where an ur ,»nt 
need to streamline decision-making at various levels of 
government existed. In parliamentary systems of govern­
ment where there is greater central direction through the 
medium of a cabinet, movements for reform have not been 
30 pressing. The- introduction of a system of pro­
gramme budgeting in the U.S.A. Department of Defence in 
the nineteen sixties and its spread to other departments

1. Ira Sharkansky, The Politics of Taxing and Spen 
ding, p. 34.

2. See page 20.
3. John F. Dre, op. cit. p. 77.


















