' RETHINKING BUDGETING

WHAT'S FAIR? EXPLORING
THE BEHAVIORAL SGIENGE
OF JUSTICE AND FRIRNESS

@ PART 4: Group Dynamics



 RETHINKING BUDGETING

®

ABOUT THE AUTHORS

= Brian Harward is an Organizational Psychologist and Research Scientist at Ethical Systems, specializing in advanced
analytics and creating actionable insights from research. Brian has previous experience in multiple roles as an
Independent Research Consultant, University Professor / Director of Research, and Senior Research Analyst. He is an
expert in organizational behavior, job satisfaction, company culture, leadership, motivation, and group dynamics. Brian
received a BA in Psychology from Wright State University and a Master’s and PhD in Organizational Psychology from
Walden University.

= Alison Taylor is the executive director at Ethical Systems and an Adjunct Professor at the New York University Stern
School of business. Her previous work experience includes being a Managing Director at non-profit business network
Business for Social Responsibility and a Senior Managing Director at Control Risks. She holds advisory roles at ESG
and risk consultancy Wallbrook and sustainability non-profit Business for Social Responsibility. She has expertise in
strategy, sustainability, political and social risk, culture and behavior, human rights, ethics and compliance, stakeholder
engagement, anti corruption and professional responsibility. She is currently writing a book on the new landscape for
business ethics, for Harvard Business Review Press. Alison received her Bachelor of Arts in Modern History from Balliol
College, Oxford University, her MA in International Relations from the University of Chicago, and MA in Organizations
Psychology from Columbia University.

= Shayne Kavanagh is the Senior Manager of Research for GFOA and has been a leader in developing the practice
and technique of long-term financial planning and policies for local government. He is the author of a number of
influential publications and articles on financial planning, including: Financing the Future, Financial Policies: Design and
Implementation, and GFOA'’s latest and most complete guidance for how to achieve and maintain the financial health
of local governments Financial Foundations for Thriving Communities.

ACKNOWLEDGMENTS

= Chris Morrill, Executive Director/CEO, GFOA

= Mike Mucha, Deputy Executive Director / Director, Research and Consulting
= Katie Ludwig, Senior Manager

= John Fishbein, Senior Program Manager

= Jake Kowalski, Consultant/Analyst

= Randolph (Randy) C. Moravec, PhD, CGFO (Texas)

ABOUT GFOA

The Government Finance Officers Association (GFOA) represents over 21,000 public finance officers throughout the
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a resource, educator, facilitator, and advocate for both its members and the governments they serve and provides
best practice guidance, leadership, professional development, resources and tools, networking opportunities, award
programs, and advisory services.

ABOUT THE RETHINKING BUDGETING PROJECT

Local governments have long relied on incremental, line item budgeting where last year’s
budget becomes next year’s budget with changes around the margin. Though this form of
budgeting has its advantages and can be useful under circumstances of stability, it also has
important disadvantages. The primary disadvantage is that it causes local governments

to be slow to adapt to changing conditions. The premise of the “Rethinking Budgeting”
initiative is that the public finance profession has an opportunity to update local
government budgeting practices to take advantage of new ways of thinking, new
technologies, and to better meet the changing needs of communities. The Rethinking
Budgeting initiative will seek out and share unconventional, but promising methods

for local governments to improve how they budget.
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RETHINKING BUDGETING: GROUP DYNAMICS

aking decisions in groups is an integral part of a public finance officer’s job. However,

group decision-making tends to have unique and predictable shortcomings that

threaten to derail decision-making on everything from staff meetings to budget

discussions with the public. Low quality or group decisions leave people feeling that

the decision-making process and/or the decisions reached were flawed. This will not
support perceptions of the process or its outcomes being fair.*

<=2 Halo Effect

U,, Strong voices and personalities can have undue influence and drown out quieter
people. Charismatic people, proven performers, and physically attractive people

may influence groups more due to the halo effect, in which positive attributes of the person lead
to their ideas being more compelling than they merit.!

= EXAMPLE: Elected officials or revered experts in the office might dominate the conversation,
with others unwilling to challenge them because of their position or perceived expertise.

Silence

In unstructured conversations, strong personalities and those more aggressive in

entering the conversation will get to speak. Meanwhile, quiet, timid, awkward people
often remain silent. However, the bigger personalities do not always have the best ideas, and the
best outcome is hearing all ideas.?

= EXAMPLE: The financial officer is in a meeting with other administrators and has an idea for
making a proposed budget more equitable. Some people don’t get a chance to speak before
time runs out because another administrator, who has composed these budgets for years,
dominates the conversation, only interrupted by the politicians in the room willing to interrupt.

* This is known as procedural and distributive justice were discussed in Part 2 of the series. They refer to perceptions that the
decision-making process was fair and that the outcome of the process was fair.

Fairness is essential to a well-functioning public finance system. Fairness is recognized as
essential by the GFOA’s Code of Ethics and Financial Foundations for Thriving Communities.
However, fairness is a multi-faceted and nuanced concept. This means fairness can be difficult to
achieve. To help, GFOA has teamed up with EthicalSystems.org to explore the most important
elements of fairness and provide practical strategies for enhancing fairness in public finance.

|:|7l Check out all the papers and resources in this series at gfoa.org/fairness.

i
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RETHINKING BUDGETING: GROUP DYNAMICS

In group discussions,
final decisions tend
to be more extreme.

Social Loafing

When there are more people in a group, any single individual feels less need to contribute

because other people will pick up the slack. Known as social loafing and related to
diffusion of responsibility, people generate lower quantity and quality of ideas while assuming the rest
of the group will complete the work.?

= EXAMPLE: While considering areas where budgets can be cut, the group mentions five or six areas
with potential for reduction. As a result, one team member feels that is enough choices and stops
thinking about it and fails to recall that they just came across an outdated project that could be
ended with minimal harm.

Anchoring

Ideas presented first, or people speaking first, often set an anchor from which the rest of

the discussion develops. People with vastly different ideas from the first one presented
worry that their comments are no longer welcome, or they switch their thinking to slightly modify what
has already been said.*

= EXAMPLE: When asked, “How many public meetings should we have?” someone responds that two
seem like enough. Another group member, excited to test new strategies and meeting formats to
engage the public in different parts of the community, wanted to have six meetings but now feels
that six must be excessive and only asks for three.

8} 8 Polarization
In group discussions, final decisions tend to be more extreme. A variety of reasons

cause this to happen, including some of the dynamics just mentioned (anchoring, loafing, silence).
In addition, people may feel they are going against the group or being difficult if they criticize the
established direction of the group, even as it gets more extreme.®

= EXAMPLE: While considering education spending increases after the pandemic, the first person to
speak says, “Nothing is more important than safety, but education is also essential. We should spare
no expense.” Others agree and begin listing the things they want (new seating, new technology),
suggesting that they set an example as being the community most dedicated to a safe return to
school. In the end, they approve a costly budget that is unreasonable.
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RETHINKING BUDGETING: GROUP DYNAMICS

If certain people
In @ group

are silent, seek
their input.

Potential Remedies for Group Dysfunctions

The remedy for these group dysfunctions is a combination of structure and expectations in
group discussion. Here are strategies you can use and the dysfunctions you can address:

Develop clear agendas for meetings, with specific goals. The agenda and goals should be designed
to welcome and encourage input and discussion. For example, the agenda should minimize one-way
communication of information. This will help counteract silence and social loafing. You can check out
this article from GFOA for more about effective meeting design.

Set official ground rules that create the expectation that everyone should get a chance to speak.
For example, you might have a rule that people will take turns speaking. Or you could design a rule

to encourage less powerful people to speak first (e.g., the budget analysts speak before the budget
director in a staff meeting). Ideally, the ground rules should be written and referred to during meetings.
This can reduce the impact of the halo effect, silence, and polarization.

Be an active facilitator. For example, if certain people in a group are silent, seek their input. Ask them
what they think about a specific proposal or suggestion. If other people are dominating the discussion,
ask them to take a step back and give the others a chance to speak.

Encourage leaders to be mindful of the tendency for people to agree with them. Leaders can
counteract this “halo effect” by encouraging others to speak first, fostering a sense that it is safe for
people to share their true thoughts, and emphasizing the importance of reaching the best decision
possible as a group (@and not only seeking consensus).

If appropriate to the issue the group is discussing, break the conversation into phases. For example,
many discussions are about how to solve a problem. Start by defining the problem so that everyone
understands in the same way. Only then move on to discussing ideas to solve it. This reduces the halo
effect and loafing, especially if each person is given the time/expectation to take part in each phase.

Provide a few minutes for silent thought, followed by sharing those thoughts. This helps reduce
anchoring, silence, the halo effect, and is especially effective in fighting loafing.
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Smaller groups
give more people
a chance to talk,
combating silence
and social loafing.

= Provide chances for anonymous input. For example, people might fill out a short, anonymous
survey before the meeting, and the results can be reviewed at the meeting. There may also be
chances to use electronic polling during meetings to get input from everyone in the group. This
may reduce silence and the halo effect.

= If you have a larger group, break down into smaller groups. For example, a group of 12 could
break down into three groups of four. The smaller groups give more people a chance to talk, so
it combats silence and social loafing. Each group then shares the results of their conversation with
the other groups. This might help mitigate polarization.

= Finally, asking for criticism of ideas presented in discussion can remedy polarization and
anchoring to some degree. This can be encouraged through worst-case-scenario or pre-mortem
discussions. A pre-mortem is where you imagine that your proposed course of action turns out to
be a failure and then think of all the reasons it failed. Another approach that comes from the security
and emergency management fields is a “red team.” This is where a separate group is set up to find
weaknesses in your strategy.

Even if you are not the leader of a group, you can influence the group by 1) suggesting helpful norms
for the group like those mentioned, 2) recruiting a leader or strong personality to advocate for better
group processes, or 3) introducing comparisons to external norms (e.g., policies and practices of
relevant reference groups/agencies).

Liberating Structures: Enhancing Relationships and Trust

Liberating structures (liberatingstructures.com) are a series of ready-made
approaches to structure a conversation to achieve a goal of a group conversation,
such as clarifying the purpose of the conversation, generating new ideas, and
more. They incorporate many strategies described in this paper, so provide a

plan for structuring conversations to increase trust and perceptions of fairness.
Liberating structures are designed to be used with no formal training and are not
proprietary, so they can be used freely.
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You don’t need to
use all the strategies
to make a difference.

SUMMARY AND ACTIONS TO TAKE

1. Common dysfunctions in how groups operate lower the quality of the decision-
making process and the decisions that are made. Views of fairness are influenced
by perceptions of the quality of the process and decisions.

2. ltis possible to counteract group dysfunctions by intentionally structuring group
conversation. We outlined strategies for doing this earlier.

3. You don’t need to use all the strategies to make a difference. Pick a few of them that
you are comfortable with and start experimenting with them.
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