
A public budget becomes visible long before most people open a government financial 
report. It appears in the hours a library remains open, the condition of a water system, 
the equipment available to firefighters, and the technology used to process public 
records. Behind each service are decisions about collecting money, authorizing 
spending, purchasing resources, and evaluating results. Public finance is the study of 
those decisions and their economic consequences. Fiscal policy refers more specifically 
to government choices about spending and taxation and how they influence the 
economy. Understanding this subject gives us a way to examine public priorities with 
precision. We can identify where resources come from, what they purchase, who 
benefits, and what obligations remain after the money has been spent. 

A government budget is a financial plan covering a defined period, usually a fiscal year. 
A fiscal year is an accounting year that does not necessarily follow January through 
December; the U.S. federal fiscal year runs from October 1 through September 30. 
Revenue is money the government receives from taxes and other sources. Expenditures 
are spending, while federal reports commonly use “outlays” for payments actually made. 
Borrowing provides financing but is generally accounted for separately from revenue 
because it creates an obligation to repay. A budget can therefore show spending greater 
than revenue, with borrowing helping cover the difference. Keeping these categories 
separate prevents a common misunderstanding: having access to borrowed money does 
not mean the government collected that amount in taxes or other income. 

The word “government” also covers several distinct financial systems. Federal, state, 
county, municipal, and school-district budgets have different responsibilities, revenue 
sources, and legal requirements. A school renovation might involve local property-tax 
revenue, state assistance, and federal grant funding. A grant is funding provided for a 
specified purpose under stated conditions. When money moves between governments, it 
remains important to distinguish the source of the funds from the institution carrying out 
the work. Many state and local governments operate under balanced-budget 
requirements, though the details vary and borrowing for long-lived projects may be 
treated separately. The federal government operates under a different framework. 
Identifying which government is responsible helps turn a broad complaint or proposal 
into something that can be examined and acted upon. 

Taxes are compulsory payments imposed by government under law. An income tax 
applies to a defined measure of income. A payroll tax is connected to wages or earnings. 
A sales tax applies to covered purchases, while a property tax generally depends on 
assessed property value. An excise tax applies to particular products or activities. Each 
tax has a tax base—the income, purchase, property, or activity being taxed—and a tax 
rate, which determines how much is charged against that base. The distinction matters 
because a government can change revenue by changing rates, changing what is taxable, 
or both. A low rate applied broadly may collect more than a high rate applied narrowly. 
Understanding the base also helps explain why two people with similar overall resources 
may face different tax obligations. 



Income-tax brackets deserve careful explanation because their design is frequently 
misunderstood. A marginal tax rate is the rate applied to an additional portion of taxable 
income. Consider an invented system that taxes the first $20,000 at 10 percent and the 
next $20,000 at 20 percent. Someone with $30,000 in taxable income would owe $2,000 on 
the first portion and $2,000 on the remaining $10,000, for a total of $4,000. The higher rate 
does not apply to all $30,000. The effective rate, calculated here as total tax divided by 
taxable income, would be about 13.3 percent. These are teaching figures, not current 
brackets. The IRS explains that U.S. federal income-tax rates apply in layers, which is 
why entering a higher bracket does not ordinarily make all earlier income subject to that 
higher rate. 

The person or company sending a tax payment to government is not always the only one 
bearing its economic cost. Tax incidence means how that cost is ultimately distributed. A 
business facing a new tax might absorb part through lower profits, pass part to 
customers through prices, or adjust other decisions. The outcome depends on 
competition and how easily buyers and sellers can change their behavior. Taxes can also 
be described as progressive, proportional, or regressive according to how their burden 
relates to income. A progressive tax takes a larger share as income rises; a proportional 
tax takes the same share; a regressive tax takes a larger share from lower incomes. 
Evaluating the whole system requires considering multiple taxes together, along with the 
benefits and services their revenue supports. 

Government spending purchases many different things, and federal budgets distinguish 
how that spending is authorized. Discretionary spending is generally controlled through 
annual appropriations legislation, including much defense spending and funding for 
many agencies. Mandatory spending generally follows eligibility rules and payment 
formulas established in law, as with Social Security and major health programs. 
“Mandatory” does not mean lawmakers can never change it; changing the underlying law 
can change the spending. Interest on federal debt is another major category. The 
president submits a budget proposal, but that proposal does not by itself authorize all 
the requested spending. Congress passes legislation, and the president signs or vetoes 
bills. USAGov describes the federal budget process, including the distinction between a 
proposal and enacted funding. 

Public spending also creates a market for businesses capable of supplying what public 
institutions need. David Steward founded World Wide Technology in 1990 and helped 
develop it from a small government contractor into a global technology business, as his 
company biography explains. Its work includes areas such as networking, cybersecurity, 
and technology integration—making different systems function together. Steward’s 
achievement provides an example of Black enterprise building technical and 
organizational capacity to serve large customers. Public procurement is the process 
through which government purchases goods and services. A public institution may 
employ its own staff while purchasing equipment, installation, and specialized expertise 
from private firms. A budget allocation can therefore become business revenue, 
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employee compensation, and supplier orders through the work required to fulfill a 
contract. 

A contract award still needs to be understood accurately. Suppose a fictional agency 
selects a technology company for a project that could involve up to $2 million over 
several years. That figure might represent a maximum permitted amount rather than 
money immediately paid or guaranteed. The company may have to purchase equipment, 
pay specialists, meet delivery requirements, and submit invoices before receiving 
payment. Its eventual profit is what remains after relevant costs, not the full contract 
value. In federal budgeting, an obligation is a binding commitment to pay, while an outlay 
is the payment itself. Those events can occur in different fiscal years. Following the 
sequence—from available authority to commitment to payment—helps explain why an 
announcement, an accounting entry, and cash received by a business may show 
different amounts. 

A deficit occurs when spending exceeds revenue during a period. A surplus occurs when 
revenue exceeds spending. Public debt is the amount of borrowing outstanding at a 
particular time. Consider a simplified government that begins a year owing $40 million, 
collects $10 million, and spends $12 million. Its annual deficit is $2 million. If it finances 
that entire gap through additional borrowing and nothing else changes, debt rises to $42 
million. If the following year’s deficit falls to $1 million, debt still increases, reaching $43 
million. The deficit became smaller, but debt did not fall. Actual federal debt changes also 
reflect cash management and other financing adjustments, but the distinction remains 
essential: the deficit describes a period’s shortfall, while debt describes accumulated 
outstanding obligations. 

The U.S. Treasury finances federal borrowing by issuing securities, including bills, notes, 
and bonds. These are financial instruments promising repayment under specified terms. 
Their holders include individuals, financial institutions, investment funds, the Federal 
Reserve, and foreign investors. Part of total federal debt is also held by government 
accounts, including trust funds. Interest payments compensate holders according to the 
securities’ terms. When a security matures, its principal becomes due; Treasury often 
issues new securities as part of financing those repayments. This is refinancing, and 
changing market rates can alter its cost. The Government Accountability Office explains 
Treasury’s debt-management responsibilities, including the need to balance borrowing 
costs against the risk of refinancing at higher rates. 

Whether borrowing strengthens or weakens public finances depends partly on what it 
accomplishes and how it is managed. Financing a reliable water system may support 
households and businesses for decades. Borrowing to maintain essential services 
during a severe downturn may prevent additional economic damage. However, a poorly 
designed project can create debt without delivering its promised benefits. Interest 
obligations can also limit flexibility in future budgets. Economists therefore examine debt 
relative to the economy’s size, interest costs relative to revenue, and the likely direction 
of future spending and receipts. A debt-to-GDP ratio compares outstanding debt with one 
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year’s economic output. It provides context about scale, but no single ratio settles every 
question. Growth, borrowing terms, institutional reliability, and the usefulness of 
financed activity all matter. 

The federal government has capacities that a household does not, including broad taxing 
authority and the ability to issue dollar-denominated securities across many maturities. It 
nevertheless faces legal, economic, and political constraints. A claim that it must operate 
exactly like a household overlooks those differences; a claim that its spending has no 
limits overlooks available labor, materials, productive capacity, inflation, and financing 
conditions. The debt limit adds a separate legal constraint on specified federal 
borrowing. Raising or suspending it does not itself authorize a new program; it allows 
financing associated with obligations already established through spending and tax 
laws. The Treasury Department explains this distinction. Debates over future priorities 
and the ability to pay existing obligations concern related but different decisions. 

Fiscal policy can influence both immediate demand and future productive capacity. 
During a downturn, a government may increase spending or reduce taxes to support 
activity. During periods of strong demand and limited capacity, additional spending can 
place pressure on prices. The timing and design of a measure therefore matter. A project 
that employs available workers and improves a frequently failing transport connection 
has different effects from one that competes for already scarce resources without clear 
benefits. Public investment can also make private activity more productive: dependable 
infrastructure may reduce delays or support additional business locations. In other 
circumstances, government borrowing and resource use can compete with private 
investment. Evaluating the effect requires considering the economy’s condition and the 
specific activity being financed. 

Accountability is part of this economic picture, and McConnell Jones provides another 
example of business success built around specialized knowledge. The majority African 
American-owned accounting firm serves commercial, nonprofit, and government clients 
through audit, tax, and advisory work. Its firm profile describes its development and 
services. Its government practice includes state and local government assurance 
services. Assurance work involves evaluating information or processes to increase 
users’ confidence in them. This expertise matters because the quality of a financial 
decision depends partly on the reliability of the underlying records. Building an 
enterprise capable of examining those records is an achievement in its own right, and it 
demonstrates how professional services can contribute to the responsible management 
of public resources. 

An audit and a program evaluation answer different questions. A financial-statement 
audit examines whether statements are fairly presented, in all material respects, under 
the applicable accounting framework. It provides reasonable assurance rather than a 
guarantee that every error or instance of fraud has been found. A program evaluation 
investigates whether an activity achieves its intended results. A city could accurately 
record every dollar spent on new scheduling software while the software fails to shorten 

https://home.treasury.gov/policy-issues/financial-markets-financial-institutions-and-fiscal-service/debt-limit
https://mcconnelljones.com/company-and-people/firm-profile/
https://mcconnelljones.com/company-and-people/firm-profile/
https://mcconnelljones.com/service-audit/state-and-local-audit/
https://mcconnelljones.com/service-audit/state-and-local-audit/


service delays. Conversely, a useful program may need stronger financial controls. 
Internal controls are procedures designed to manage risks, such as requiring approval 
before payment or separating purchasing duties from payment authorization. Accurate 
accounting, effective safeguards, and useful outcomes each deserve attention because 
success in one does not automatically establish success in the others. 

Consider a fictional city weighing a $3 million records-modernization project. The 
proposed purchase includes equipment and installation, but a complete evaluation also 
considers training, maintenance, accessibility, data protection, and future replacement. 
The city can establish measurable goals, such as reducing application-processing time 
from twenty days to ten without increasing errors. It can then compare actual results with 
those goals and explain differences. Residents gain more useful information from that 
comparison than from the contract price alone. The same reasoning applies to tax 
changes, grants, facilities, and public services: identify the purpose, account for the full 
cost, examine who benefits, and test whether the intended improvement occurs. Public 
finance becomes understandable through those concrete relationships between 
resources, responsibilities, and results. 

A budget expresses priorities through commitments that can be examined. The technical 
capacity developed at World Wide Technology shows how public purchasing can 
intersect with enterprise, employment, and complex service delivery. The professional 
work represented by McConnell Jones shows why reliable records and independent 
examination belong alongside spending decisions. Understanding both sides expands 
the questions a reader can bring to public affairs. A promised investment deserves 
scrutiny of its lasting value; a proposed reduction deserves scrutiny of the services and 
costs it changes. Taxes, borrowing, and expenditure each affect the resources available 
to people and institutions. Knowing their language makes it possible to participate with 
informed expectations: clear purposes, capable delivery, honest accounting, and 
evidence that public money produced something worth the commitment. 

 


