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COURSE DESCRIPTION/OVERVIEW:
This course is one element of a comprehensive graduate program in Public Administration and Management, with an emphasis on critical infrastructure security and resilience (CISR) in the United States. It will focus on the intricacies of the Federal budget process and Federal budget policy, with particular emphasis on budgeting for capital investment, operations, and maintenance. It is designed to give current and future professional public managers an understanding of and ability to apply principles and techniques of government budgeting to improve decision-making regarding resources uses, with special attention to budgeting for critical infrastructure and other capital, and to improve performance of the programs and agencies for which they have responsibility.
The first part of the course will follow the Federal budget process through its various stages, focusing on the political and managerial challenges at each stage. At the conclusion of this course, students will understand the Federal budget’s basic purposes, content, concepts, institutions, and functioning about as well as a novice examiner in the Office of Management Budget (OMB) or Congressional Budget Office (CBO) analyst. The second part of the course addresses the particular challenges of budgeting for public infrastructure, including issues related to prevention, protection, mitigation, response, and recovery as defined in Presidential Policy Directive 21 (PPD 21): Critical Infrastructure Security and Resilience. This part of the course also presents examples from the U.S. and other Federal systems regarding the intergovernmental division and coordination of responsibilities for capital investment and maintenance.

The course uses a mixture of lecture, readings, discussion, written assignments, and exercise to explore the design and use of methods and systems to help the Federal government and other public organizations achieve their goals in a cost-effective manner, including analysis of relative returns from alternative investments. The budget process, properly designed and used, can drive performance improvement and enhance management oversight and control. Recent developments in budget practice, including integration of performance measurement with budgeting, assessment of costs and benefits and return on public capital investment, lengthening budget horizons, and increased use of accrual concepts are presented. Other specific topics include: strategic planning and program development; cost and revenue estimation; application of budget concepts and scoring of legislation; performance evaluation and its use in budgeting; cost-benefit analysis of alternative public investments, including those for public infrastructure; and how to assess long-term fiscal sustainability.

CREDITS CONFERRED:  3

This course can serve as an elective in the Master of Public Policy (MPP) and Master of Public Administration (MPA) degree programs.

PREREQUISITE:

This is a graduate level course, assuming some background in American government and basic course work in public policy analysis and/or economics (see instructor or faculty advisor for specifics). There are no specific course prerequisites, but a basic familiarity with public policy issues regarding critical infrastructure is desirable.

LEARNING OBJECTIVES:
Upon completion of the course, learners will be able to answer the following questions:

· How can proper use of budget concepts and information on cost and performance help drive improvement in public programs and organizations and ensure the security and resilience of critical infrastructure? 
· How can public managers effectively control and monitor the effective use of public funds, including maintenance and protection of critical infrastructure? 
· What are the most important recent developments in public budgeting, and what promise do they hold for improving budgeting for capital and other spending? 
· What approach and techniques will support smart decisions about what funds should be invested in and used to maintain infrastructure and other public capital? 
· How can the relative returns — properly adjusted for risk and uncertainty — from funds used to purchase or construct long-lived public assets be assessed and built into the budget process? 
· How can innovative budgeting methods improve budget decisions and results? 
DELIVERY METHOD:
Five components will determine your final grade for the course. A major policy paper (approx. 20 double-spaced pages) will be required (which will include two drafts plus a one to two page executive summary); the paper will be presented orally in class. A written budget performance analysis (approx. 5 to 7 pages) will be required. The specific requirements for the policy paper and the performance analysis are included as attachments to this syllabus. Class participation will not be formally graded, but will be taken into account in marginal circumstances.

Learners are expected to familiarize themselves with the assigned topic and readings before class and should be prepared to discuss and debate them critically as well as analyze them for biases, particularly the external reviews, and from multiple perspectives. The instructor will facilitate the discussion by asking different levels of questions (factual, analytical, and application of the material) to evaluate the depth of the learner’s comprehension of the content.

	GRADING:
	

	The course requirements will be weighted as follows:
	

	First Draft of Policy Paper (due at mid-semester)
	25%

	Discussion Briefs (due dates vary)
	25%

	Final Draft of Policy Paper (due at end of semester)
	30%

	Executive Summary of Policy Paper (due at end of semester)
	10%

	Oral Presentation of Policy Paper (last class meeting)
	10%


REQUIRED COURSE MATERIALS:
Allen Schick, The Federal Budget, 3rd Edition (Brookings, 2007).

Robert D. Lee, Jr., Ronald W. Johnson, and Philip G. Joyce, Public Budgeting Systems, 8th Edition, (Jones and Bartlett Publishers, Sudbury, Massachusetts, 2008).
A number of required supplemental readings will be assigned, as indicated below. Instructor may require additional topical readings on budgeting for critical infrastructure in each lesson unit depending on timing of the course and student interests.

GRADING SCALE (SCHOOL POLICY DEPENDENT):

SCHEDULE OVERVIEW
	
	
	Course Requirement
	

	Week
	Course Topic
	Due By Start of
	

	
	
	Class
	

	Week 1
	Introduction and Course Overview
	
	

	
	The Budget in Microcosm: Budget Terms and
	Proposal for Policy
	

	Week 2
	Definitions.  Evolution of the U.S. Budget
	
	

	
	
	Paper Due
	

	
	Process:  Past and Future
	
	

	
	
	
	

	
	Budget Preparation — Formulation in the
	Proposal for
	

	Week 3
	Agencies; OMB and the
	
	

	
	
	Discussion Brief Due
	

	
	President’s Budget
	
	

	
	
	
	

	Week 4
	The Congressional Budget Process and
	
	

	
	Reconciliation
	
	

	
	
	
	

	Week 5
	The Appropriations Process
	First Draft of Policy
	

	
	
	Paper Due
	

	
	
	
	

	Week 6
	Revenues and Authorizing Legislation
	
	

	Week 7
	Budget Execution:  Spending Money and
	Federal Budget
	

	
	Performance; Credit Reform and Beyond
	Performance Analysis
	

	
	
	
	

	
	
	Due
	

	Week 8
	Accrual Concepts:  Budgeting for Credit and
	
	

	
	Insurance
	
	

	
	
	
	

	Week 9
	Capital Budgeting
	
	

	Week 10
	Cases in Budgeting for Physical Capital
	
	

	
	Investment and Maintenance
	
	

	
	
	
	

	Week 11
	Cost-Benefit Analysis for Critical Infrastructure
	
	

	Week 12
	Intergovernmental Fiscal Relations and State
	
	

	
	Budgets
	
	

	
	
	
	

	Week 13
	Future of the Federal Budget I:   Process and
	
	

	
	Politics
	
	

	
	
	
	

	Week 14
	Future of the Federal Budget II:  Policy
	
	

	
	
	
	

	
	
	Final Draft of Policy
	

	
	
	Paper Due
	

	Week 15
	Policy Analysis Presentations
	Executive Summary
	

	
	
	
	

	
	
	Due
	


COURSE OUTLINE
LESSON 1 TOPIC:  COURSE OVERVIEW AND INTRODUCTION TO FEDERAL BUDGETING
1. Lesson Goals/Objectives: 

· Review course objectives and expectations, including assignments. 
· Highlight distinctive characteristics of the Federal budget process and the current fiscal situation and outlook. 
· Identify special features of U.S. politics and constitutional structure that shape budgeting at the Federal level. 
2. Required Reading:  No assigned readings. 

LESSON 2 TOPIC:  THE FEDERAL BUDGET IN MICROCOSM: BUDGET TERMS AND
DEFINITION (A BUDGET GLOSSARY) AND BUDGET POLICIES (WHERE DOES MONEY COME FROM AND WHERE DOES IT GO?); EVOLUTION OF THE FEDERAL BUDGET PROCESS, PAST AND FUTURE
*** PROPOSAL FOR POLICY PAPER DUE
1. Lesson Goals/Objectives: 

· Adopt and use with ease the standard current vocabulary of concepts and terms used in the Federal budget process. 
· Explain how the Federal budget process has evolved over 220 years and how this relates to the development of U.S. political institutions and society. 
· Describe the relationship between changes in budget process and changes in budget outcomes. 
· Identify different ways that outcomes of the budget process can be judged. 
2. Discussion Questions: 

· What are some current of the most important concepts and terms used in the Federal budget process? How are they defined? 
· How has the Federal budget process evolved over 220 years? How does this relate to the development of U.S. political institutions and society? 
· What is the relationship between changes in budget process and changes in budget outcomes? 
· How can outcomes of the budget process be judged? 
3. Required Reading: 

Allen Schick, The Federal Budget, 3rd Edition (Brookings, 2007), Chapters 1, 2, 3, and 4.

Philip G. Joyce and Roy T. Meyers, “Budgeting during the Clinton Presidency,” Public Budgeting and Finance 21(1), (Spring 2001), 1-21, http://userpages.umbc.edu/~meyers/Joyce.pdf.

LESSON 3 TOPIC: BUDGET PREPARATION: FORMULATION IN THE AGENCIES; OMB REVIEW; AND OMB AND THE PRESIDENT’S BUDGET
*** PROPOSAL FOR DISCUSSION BRIEF DUE
***Guest Speakers: Dialogue between U.S. Department of Homeland Security (DHS) Budget Officer and OMB Branch Chief
1. Lesson Goals/Objectives: 

· Explain the executive branch’s procedures for developing the President’s budget, including the roles played by the Office of Management and Budget and agencies. 
· Identify strategies that department and agency leaders use to justify their budget requests. 
· Recognize how the U.S. Department of Homeland Security (DHS) budget is presented in the President’s budget. 
2. Discussion Questions: 

· What are the executive branch’s procedures for developing the President’s budget, including the roles played by the Office of Management and Budget and agencies? 
· What are some strategies that department and agency leaders use to justify their budget requests? 
· How are DHS’s budget and other public infrastructure issues presented in the President’s budget? 
3. Required Reading: 

Leloup and Moreland, “Agency Strategies and Executive Review: The Hidden Politics of Budgeting,” Public Administration Review 38(3), (1978), 232-239.

Louis Fisher, “Federal Budget Doldrums: The Vacuum in Presidential Leadership,” Public Administration Review, 50 (November/December 1990), 693-700.

Allen Schick, The Federal Budget, 3rd Edition (Brookings, 2007), Chapter 5.

Office of Management and Budget, Circular A-11, “Overview of the Budget,” Part 1, Section 10, (2010), http://www.whitehouse.gov/omb/circulars_a11_current_year_a11_toc.

Office of Management and Budget, Budget of the United States, FY2013, section on R&D proposals, including clean energy, wireless communications, and cybersecurity.  http://www.whitehouse.gov/sites/default/files/omb/budget/fy2013/assets/budget.pdf.
Office of Management and Budget, Budget of the United States, FY 2012, Appendix, Department of Homeland Security, pp. 497 ff. http://www.whitehouse.gov/sites/default/files/omb/budget/fy2012/assets/dhs.pdf.

U.S. Department of Homeland Security, Department of Homeland Security Budget, http://www.dhs.gov/xabout/budget/dhs-budget.shtm.

4.  Recommended Reading:

U.S. Department of Homeland Security, Secretary Napolitano Announces Fiscal Year 2013 Budget Request, http://www.dhs.gov/ynews/releases/20120213-fy-2013-budget-request.shtm.

Jessica Zuckerman, The 2013 Homeland Security Budget: Misplaced Priorities, The Heritage Foundation, No. 2664, (March 14, 2012), http://thf_media.s3.amazonaws.com/2012/pdf/bg2664.pdf.

Emergency Management, Initial Reviews of 2013 Homeland Security Budget Request are Mixed, (February 15, 2012),  http://www.emergencymgmt.com/safety/Reviews-2013-Homeland-Security-Budget-Request.html.
David Silverberg, FY 2013 Budget Recognizes Importance of Homeland Security, Homeland Security Today, (February 14, 2012), http://www.hstoday.us/blogs/perspectives/blog/fy-2013-budget-recognizes-importance-of-homeland-security/875babf36a1e230da85289dc0e53695d.html.

LESSON 4 TOPIC: THE CONGRESSIONAL BUDGET RESOLUTION AND RECONCILIATION
*** Guest Speaker:  Staff, Senate Budget Committee
1. Lesson Goals/Objectives: 

· Explain the current congressional budget process, as defined by law, tradition, and recent practice. 
· Explore recent departures from the process as defined by statute and practice and their implications for budget outcomes. 
· Describe the role that CBO plays in scoring legislation and providing options for congressional and public consideration. 
2. Discussion Questions: 

· What is the current congressional budget process, as defined by law, tradition, and recent practice? 
· What are some recent departures from the process as defined by statute and previous practice and what are the implications of these departures for budget outcomes? 
· What role does the Congressional Budget Office (CBO) plays in scoring legislation and providing options for congressional and public consideration? 
3. Required Reading: 

R. Doyle, “Congress, the Deficit and Budget Reconciliation,” Public Budgeting and Finance 16(4), (Winter 1996), 59-81.

Bill Dauster, “The Monster that Ate the United States Senate,” Public Budgeting and Finance 18(2), (Summer 1998), 87-93.

Allen Schick, The Federal Budget, 3rd Edition (Brookings, 2007), Chapter 6.

LESSON 5 TOPIC: THE APPROPRIATIONS PROCESS
*** FIRST DRAFT OF POLICY PAPER DUE
1. Lesson Goals/Objectives: 

· Describe the role of annual appropriations in providing resources for both capital investment and operations and maintenance and in setting legal terms and conditions for spending. 
· Explore the interactions between DHS and other departments and their appropriators and how these shape program implementation. 
· Explain how budgets have addressed potential emergencies, including use of supplemental appropriations and strategies for risk mitigation. 
2. Discussion Questions: 

· What is the role of annual appropriations in providing resources for both capital investment and operations and maintenance and in setting legal terms and conditions for spending? 
· What is the interaction between DHS (and other departments) and their appropriators, and how do these shape programs and their implementation? 
· How have budgets addressed potential emergencies and the emergency management responsibilities of DHS and FEMA? 
3. Required Reading: 

Lance T. LeLoup, “Appropriation Politics in Congress: The House Appropriations Committee and the Executive Agencies,” Public Budgeting and Finance 4, (Winter 1984), 78-98.

Roy T. Meyers, “Late Appropriations and Government Shutdowns,” Public Budgeting and Finance 17(3), (Fall 1997), 25-38, http://userpages.umbc.edu/~meyers/govtshutdowns.pdf.

Allen Schick, The Federal Budget, 3rd Edition (Brookings, 2007), Chapter 9.

Peterson-Pew Commission on Budget Reform, “Budgeting for Emergencies,” paper published December 2011, link to be provided.

LESSON 6  TOPIC: REVENUES  AND  AUTHORIZING  LEGISLATION;  CONGRESSIONAL
OVERSIGHT
1. Lesson Goals/Objectives: 

· Describe the role of specialized committees in writing and scoring of tax legislation. 
· Identify the relative roles of authorizing and appropriations committees in shaping policies and budgets for revenues and spending. 
· Explore the implications of fragmented committee jurisdiction for homeland security and infrastructure spending and for revenue policies for coherence and accountability. 
· Explain how tax expenditures are measured and treated in the Federal budget process and grasp issues regarding their proper measurement, assessment, and consideration in budget decision-making. 
· Describe the role of and principal arguments for and against user fees and fee-based financing for development and maintenance of transportation and other infrastructure. 
2. Discussion Questions: 

· What is the role of specialized committees in writing and scoring of tax legislation? 
· What are the relative roles of authorizing and appropriations committees in shaping policies and budgets for revenues and spending? 
· How are tax expenditures measured? How are they addressed in the Federal budget process? 
· What is the role of and principal arguments for and against user fees and fee-based financing for development and maintenance of transportation and other infrastructure? 
3. Required Reading: 

Allen Schick, The Federal Budget, 3rd Edition (Brookings, 2007), Chapters 7 and 8.

Robert D. Lee, Jr., Ronald W. Johnson, and Philip G. Joyce, Public Budgeting Systems, 8th Edition, (Jones and Bartlett Publishers, Sudbury, Massachusetts, 2008), Chapters 4 and 5.

4. Group Exercise: For selected tax expenditures, using published sources where possible, analyze their costs and benefits relative to direct spending programs for the same or similar purposes. See the most recent President’s Budget, Analytical Perspectives, for descriptions, cost estimates, and discussion of measurement issues.

LESSON 7 TOPIC: BUDGET EXECUTION: CONTROLLING SPENDING; CASH AND DEBT
MANAGEMENT
***FEDERAL BUDGET PERFORMANCE ANALYSIS DUE
1. Lesson Goals/Objectives: 

· Describe the prescribed roles of agencies, OMB, Treasury, and congressional oversight and appropriations committees in executing enacted budgets. 
· Recognize special problems in control and monitoring of spending for capital and operations. 
· Examine recent efforts to promote transparency and improve performance through independent reviews by the U.S. Government Accountability Office (GAO), Inspectors General, and special monitors. 
2. Discussion Questions: 

· What are the roles of agencies, OMB, Treasury, and congressional oversight and appropriations committees in executing enacted budgets? 
· What are some special problems in control and monitoring of spending for capital and operations? 
· What have been the effects of recent efforts to promote transparency and improve performance through independent reviews by the U.S. Government Accountability Office (GAO), Inspectors General, and special monitors? 
3. Required Reading: 

Allen Schick, The Federal Budget, 3rd Edition (Brookings, 2007), Chapter 10, pp. 241-266.

John L. Mikesell, Fiscal Administration: Analysis and Applications for the Public Sector, (2007), 161 - 170 (Chapter 4).

Robert D. Lee, Jr., Ronald W. Johnson, and Philip G. Joyce, Public Budgeting Systems , 8th Edition, (Jones and Bartlett Publishers, Sudbury, Massachusetts, 2008), Chapter 10 (pp. 325-338 and 389-392) and Chapter 11 (pp. 409-463)

Assorted documents from a budget non-governmental organization (NGO): The International Budget Partnership ( http://www.interNationalbudget.org); including: 
“Social Audits in Kenya: Budget Transparency and Accountability,” http://internationalbudget.org/publications/social-audits-in-kenya-budget-transparency-and-accountability.

“Access to Budget Information Empowers Citizens in India,” http://www.bidpa.bw/documents/IndiaStoryEnglish.pdf.

“Key Findings and Recommendations,” http://internationalbudget.org/what-we-do/open-budget-survey/rankings-key-findings/key-findings/.

Clinton T. Brass, General Management Laws: Major Themes and Management Policy Options, Congressional Research Service, Report 32388, [portions], (2004). http://stuff.mit.edu/afs/sipb/contrib/wikileaks-crs/wikileaks-crs-reports/RL32388.pdf.
LESSON 8 TOPIC:  ACCRUAL CONCEPTS:  BUDGETING FOR CREDIT, INSURANCE, AND
CAPITAL
1. Lesson Goals/Objectives: 

· Recognize the potential uses of accrual concepts in budgeting for credit, insurance, government guarantees, and capital investment. 
· Recognize the implications for budget decision-making and policy makers’ incentives of a possible shift from cash to accrual concepts. 
· Explain the application of accrual concepts to budgeting and budget execution for public infrastructure and implications for decisions and oversight. 
2. Discussion Questions: 

· What are the current and potential uses of accrual concepts in budgeting for credit, insurance, government guarantees, and capital investment? 
· What are the implications for budget decision-making and policy makers’ incentives of a possible further shift from cash to accrual concepts? 
· What is the application of accrual concepts to budgeting and budget execution for public infrastructure and implications for decisions and oversight? 
3. Required Reading: 

F. Stevens Redburn, “How Should the Federal Government Measure Spending? The Uses of Accrual Accounting,” Public Administration Review, 53, (May/June 1993), 228-236 [handed out in prior class period].

Tom Stanton, Primer on Credit Reform, http://www.coffi.org/pubs/Primer%20on%20Credit%20Reform%20by%20Stanton.pdf.
For a sophisticated discussion of issues regarding the use of accrual concepts for budgeting and alternative approaches to capital budgeting, see Marc Robinson, “Accrual Budgeting and Fiscal Policy,” Organisation for Economic Co-operation and Development (OECD), http://www.oecd.org/gov/budgeting/43410301.pdf.

LESSON 9 TOPIC:  CAPITAL BUDGETING
1. Lesson Goals/Objectives: 

· Explain how infrastructure is commonly defined and accounted for in the Federal budget process, noting the limited role that budgets play with regard to critical infrastructure that is privately owned and managed such as in the financial services, communications, and energy sectors.
· Examine and identify the special issues raised for Federal budget decision-making by capital for military use and for capital owned and maintained by other levels of government or privately. 
· Identify the principals and standard approaches used in assessing the economic feasibility and relative merits of alternative capital investments and alternatives, such as strategies for better asset management and maintenance or leasing. 
· Explain why the Federal government does not have a separate capital budget and the arguments for and against instituting a capital budget. 
· Recognize the principal arguments for and against a Federal infrastructure bank. 
· Explain how different methods of funding and financing infrastructure investments can affect budget decisions and how budget scorekeeping can influence choices regarding funding and financing. 
2. Discussion Questions: 

· How is how infrastructure commonly defined and accounted for in the Federal budget process? Does the Federal budget process address critical infrastructure that is privately owned and managed? Why or why not? 
· What are the special issues raised for Federal budget decision-making by capital for military use and for capital owned and maintained by other levels of government or privately? 
· What are the principles and standard approaches used in assessing the economic feasibility, proper timing, and relative merits of alternative capital investments and alternatives? Give examples. 
· Why does the Federal government not have a separate capital budget? What are the arguments for and against instituting a capital budget? 
· What is the Federal infrastructure bank? What are the principal arguments for and against a Federal infrastructure bank? 
· How do different methods of funding and financing infrastructure investments affect budget decisions? How can budget scorekeeping influence choices regarding funding and financing? 
3. Required Reading:
Robert D. Lee, Jr., Ronald W. Johnson, and Philip G. Joyce, Public Budgeting Systems, 8th Edition, (Jones and Bartlett Publishers, Sudbury, Massachusetts, 2008), Chapter 12 (pp. 473-513).

For a general framework of issues and options in Federal infrastructure investment, see CBO: 

http://www.cbo.gov/ftpdocs/95xx/doc9534/7-10-Infrastructure.pdf.
http://www.cbo.gov/ftpdocs/91xx/doc9135/InfrastructureTOC.2.1.ht" 

http://www.cbo.gov/ftpdocs/91xx/doc9135/InfrastructureTOC.2.1.ht
m.
For a generally positive, research-based case for increased public spending on infrastructure, see: Report of the President's Commission to Study Capital Budgeting, Commission to Study Capital Budgeting, Washington DC, (February 1999), (selected portions), http://clinton3.nara.gov/pcscb/report.html; and An Economic Analysis of Infrastructure Investment, U.S. Treasury with the U.S. Council of Economic Advisors, (October 11, 2010), http://www.treasury.gov/resource-center/economic-policy/Documents/infrastructure_investment_report.pdf.

For alternative, more skeptical views see: Douglas Holtz-Eakin, "Public Infrastructure Investment: A Bridge to Productivity Growth? Public Capital and Economic Growth New Federal Spending for Infrastructure: Should We Let This Genie Out of the Bottle?” The Levy Economics Institute, (1993), http://ideas.repec.org/p/lev/levppb/4.html;
And: Chris Edwards, “Federal Infrastructure Spending: How About this Boondoggle?” (August 2011), http://ideas.repec.org/p/lev/levppb/4.html.

LESSON 10 TOPIC: CASES IN BUDGETING FOR PHYSICAL CAPITAL INVESTMENT AND
MAINTENANCE
1. Lesson Goals/Objectives: 

· Assess, based on theory and empirical evidence, the capacity of Federal budgeters to make smart choices regarding investment and maintenance of physical capital. 
· Describe the role of the Federal government in influencing choices made by State and local government and private capital owners that influence the efficient use of capital and operating funds to build and maintain critical infrastructure and keep it secure. 
· Explain how budgeters can assess leasing versus purchase of capital assets. 
2. Discussion Questions: 

· Do Federal budgeters usually make smart choices regarding investment and maintenance of physical capital? Why or why not? Give examples. 
· What is the role of the Federal government in influencing choices made by State and local government and private capital owners that influence the efficient use of capital and operating funds to build and maintain critical infrastructure and keep it secure? 
· How do budgeters assess leasing versus purchase of capital assets? 
· What are important methodological issues in applying cost-benefit analysis to capital budget decisions, including choice of discount rate? 
· What special budget issues are raised by the problem of aging infrastructure? 
3. Required Reading: 

For a sophisticated discussion of the sensitivity of investment decisions to the choice of discount rate, the weak conceptual bases for any choice, as well as to the method used to adjust future benefits from or cash returns on long-lived capital investments or risk and uncertainty, see William Nordhaus, A Question of Balance, Weighing the Options for Global Warming Policies, New Haven: Yale University Press, (2008), chapter VII, “Dealing with Uncertainty in Climate Change Policy,” pages 123-147, and chapter IX, “An Alternative Perspective: The Stern Review,” pages 165-191.
Readings will vary with current issues. Here are examples with a focus on aging infrastructure:

The Center for Infrastructure Protection and Homeland Security, http://cip.gmu.edu/archive/CIPHS_TheCIPReport_October2009_AgingInfrastructure.pdf.

University of Pennsylvania, http://knowledge.wharton.upenn.edu/article.cfm?articleid=2627.
4. Group Exercise: Using assumptions and background information to be provided on the timing of costs and benefits, small groups should conduct a quantitative test of the sensitivity of costs and benefits of major investments in carbon emissions reduction today (versus in the future) to different discount rates and assumptions about changes in technology, rates of global warming, rates of future economic growth, and other variables. Worksheets will be provided.

LESSON 11 TOPIC: COST-BENEFIT ANALYSIS FOR CRITICAL INFRASTRUCTURE
1. Lesson Goals/Objectives: 

· Identify the practical limitations of cost-benefit analysis for capital budget development and execution. 
· Explain how performance measures addressing resilience, preparedness, and risk mitigation can be incorporated in cost-benefit analysis applied to budget decisions for critical infrastructure. 
· Describe the application of cost-benefit analysis to capital budget decisions, including limits on information, alternative institutional procedures, and sensitivity of analysis to assumptions. 
2. Discussion Questions: 

· What are the practical limitations of cost-benefit analysis for capital budget development and execution? 
· How can performance measures addressing resilience, preparedness, and risk mitigation be incorporated in cost-benefit analysis applied to budget decisions for critical infrastructure? 
3. Required Reading: 

Cost-benefit analyses can improve the productivity of public infrastructure investments. Improved analytical methods and more use of performance information can improve budget decisions; see, for example, U.S. Government Accountability Office, Army Corps of Engineers: Budget Formulation Process Emphasizes Agencywide Priorities, but Transparency of Budget Presentation Could Be Improved. GAO-10-453, (April 2, 2010),  http://www.gao.gov/products/GAO-10-453;
And: U.S. Government Accountability Office, Highway Public–Private Partnerships: More Rigorous Up-front Analysis Could Better Secure Potential Benefits and Protect the Public Interest, GAO-08-44, (February 8, 2008), http://www.gao.gov/new.items/d0844.pdf.

U.S. Government Accountability Office reports on Hurricane Katrina and the U.S. Army Corps of Engineers (USACE) can be found at: http://www.pogo.org/investigations/contract-oversight/katrina/katrina-gao.html.

For USACE’s self-critique, see Building a Stronger Corps: Lessons Learned and Implemented from Hurricane Katrina Interagency Performance Evaluation Taskforce, http://planning.usace.army.mil/toolbox/library/PlanningAhead/february%202010%20planning%20ahead%20010711.pdf .
U.S. Department of Homeland Security, The National Infrastructure Protection Plan, (2009),  http://www.dhs.gov/files/programs/editorial_0827.shtm.
4. Group Exercise: Apply the analytical framework employed in GAO reviews and/or the USACE 2009 review of its performance prior to Hurricane Katrina to assess another example of the performance of government agencies and/or companies responsible for critical infrastructure, using evidence from a recent disaster or act of terrorism. Possible cases will be provided. What lessons can be drawn from this case about the nature and adequacy of funding for risk mitigation and the adequacy of project review to assess risks and ensure cost-effective uses of funds? (For background on FEMA mitigation mandates and their effectiveness, see: 
https://docs.google.com/viewer?a=v&q=cache:C3dJHOuvp-EJ:training.fema.gov/EMIWeb/edu/docs/Rovins%2520-%2520Effective%2520Hazard%2520Mitigation.doc+FEMA+mitigation+mandates&hl=en&gl=us&pid=bl&srcid=ADGEEShIfCVIBdfXUzl4EQH9vaaA2WGLgLieKdabwfeypp4DfN6mYj031VpOV5x-Cw2lcpxjDAt3a8u30ZEPX0-7OBxkbDRvDSOa1TFIttRHmlp66cflirx0pcLFaWH4180a8aGDF44f&sig=AHIEtbQckUKGLm76zjNOMjYOSizmKZz69A.
20

