
What Can You 
Take to the 
Bank?

Fiscal Notes, Dynamic Fiscal Notes, and 
Cost/Benefit Analyses
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Huh?
• Trib: Saves $131M
• Des News: Costs State
• FN: 

oCosts $60 m in total
oCosts shifted in near-term
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Similarities and Difference
Fiscal Notes versus Cost Benefit Analyses
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Fiscal Notes are not CBAs
Fiscal notes are a tool 
used to help balance the 
budget.  They are NOT:  

• An expression of 
benefits

• A measure of impact 
on society

• Intended to influence 
passage of a bill
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CBAs are not Fiscal Notes
Cost Benefit Analyses 
allow you to evaluate 
policy options.  They are 
NOT:  

• A budgeting tool
• A projection of future 

costs or revenue
• Intended to be 

compared to one 
another – especially 
across subject areas
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FN vs. CBA
Fiscal Note Cost/Benefit

Who? State Government Gov’t & Citizens
What? Revenue & 

Expenditure
Benefits vs. Costs

When? Near Term, 
Nominal

Longer Term, 
Real

Where? Budget Society
Why? Implementation Outcomes

6/18/2013Exec Approps Committee



Hypothetical Example
Potential Costs and Benefits Fiscal Note CBA

Salaries  

Overhead expenses  

Direct Assistance to Participants  

Lost wages of Participants while Treated 

Reductions in/Avoidance of Other Costs

• Emergency Rooms 

• Safety Net Programs 

Higher Cost due to Decreased Mortality 

Benefits to Program Participants 

Increased Taxes Paid by Beneficiaries ? 
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Different Time Perspectives

‐$3,000

‐$2,000

‐$1,000

$0

$1,000

$2,000

2013 2014 2015 2016 2017 2018 2019 2020

Treatment Costs Higher Earnings

Fiscal note might focus only 
on the budget cycle.

CBA includes all future benefits and costs that are attributable to the policy.
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Different Accounting
Cost and benefits of a project ($ millions)

Year Benefits Costs
Fiscal Note 
(Nominal) Calculation* CBA (NPV)

0 ‐ (1.50) (1.50) /  (1.06)0 = (1.50)

1 0.75 ‐ 0.75 /  (1.06)1 = 0.71 

2 0.75 ‐ 0.75 /  (1.06)2 = 0.67

3 0.75 ‐ 0.75 /  (1.06)3 = 0.63

Total 0.75 0.50 

*Discounted at a rate of 6%.
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CBA Assumptions Matter
Do changes in the assumptions have a substantial 
effect on the results?

CBA ($millions)

Year Benefits Costs
Discounted 

at 5%
Discounted 

at 4%
1 ‐ (4.00) (4.00) (4.00)
2 ‐ (4.00) (3.81) (3.85)
3 3.00  ‐ 2.72  2.77 
4 3.00  ‐ 2.59  2.67 
5 3.00  ‐ 2.47  2.56 

NPV (0.03) 0.16 
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Static vs. Dynamic
Fiscal Notes Can Differ
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What Are Dynamic Fiscal 
Notes?

Dynamic fiscal notes include direct cost 
and/or revenue impacts PLUS 
cost/revenue impacts associated with 
indirect/induced behavior changes.
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An Example
What if Legislators Changed 

the Corporate Tax Rate?
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Pros & Cons 
of Dynamic Notes

Pros Cons
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• More realistic

• More Accurate

• Won’t “kill my bill”

• More time and Effort

• Increased Risk

• Tax bill revenue might 
otherwise be available 
for other needs



What to Ask
Questions that Help Clarify Results
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Good Questions
• Who/what organizations are subjects of analysis?
• What timeframe is covered?
• Does this analysis measure benefits?
• To whom do benefits accrue?
• Are benefits monetary?
• Are costs/benefits measured in nominal or real dollars?
• What discount rate, if any, was used?
• Will small change in discount rate swing results from net 

positive to net negative?
• Were behavioral changes factored into analysis?
• What behavioral changes might impact outcome?
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Conclusion

Fiscal Notes Cost/Benefit Analysis
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Focus on near-term 
governmental impacts to 
help you balance the 
budget

Include longer-term 
societal benefits to help 
you compare policy 
options

Fiscal notes (static or dynamic) and cost/benefit 
analyses are related, but have different purposes


