BUDGET CUTS
THROUGH EQUITABLE

DECISION-MAKING

A CITY OF TOLEDO CASE STUDY




he COVID-19 pandemic
hashad anundeniable
financialimpacton
local governments.
According to surveys
conducted by GFOA, in
mid-2020 about 70 percent of cities
expected to experience ashortfall
in their budget despite state and/or
federalaid. Largerlocal governments
were more likely to expecta shortfall
than smallerlocal governments. While
recentinfusions of funding from the
federal government provide some
welcome relief, it does not mean local
governments can go back to “business
asusual.” Thisisbecause federal
fundingis temporary, butfinancial
challenges wrought by the pandemic
may be far-reaching for many
governments. Further, federal funding
may not necessarily be a dollar-for-
dollarreplacement for everythinga
government haslost. Federal funding
does, however, provide some breathing
room to think more strategically about
finances, including the equity impact
of budget decisions.

The often-unavoidable response to
budget shortfallsis to cutbackon
spending. The conventional approach
to cutting back spending hasbeen the
“across-the-board” cut, which applies
cuts equally toall areas of service. This
approach hasbeen popular because it
is simple and is perceived as “fair” to
those who have toimplement the cuts—
oftentimes department managers.

Across-the-board cuts, however,
mighthave aninequitableimpacton
the different communities thatlocal
governments serve. Often, those who
feel the consequences of the cuts the
mostare a city’s most vulnerable, under-
represented groups and communities of
color. Some people and neighborhoods
have the means to weather the impact
of a cutbackin government services,
while othersdon't.

The City of Toledo, Ohio, hasrecognized
the risks posed by across-the-board
cuts. To take a simple example, the
cityrecognized thatreducing the
resources spenton cutting the grass

in public areas would contribute to

This article was adapted from a What Works Cities
Budgeting for Equity and Recovery resource, “Cutting the
Operating Budget and Instituting an Equitable Decision-
Making Environment Amidst a Fiscal Crisis,” available

at gfoa.org/materials/toledo-budget.

blight—and that the neighborhoods
mostvulnerable toblight would be the
city’s lower-income areas. Another
example might be cutting summer
camps, the effect of which would be
feltmore acutely in a working-class
neighborhood in which replacing the
service that such a program provides
might be harder for some parents.

Cities need amore nuanced view of how
to cutbudgets fairly. Applying an equity
lenstobudget cuts can help cities
reduce budgets to an affordable amount
for the city while minimizing harm to
vulnerable members of the community.
Infact, severe financial difficulties
often present an opportunity torethink
traditional approaches to public
finance. Applying an equitylens can
bejustsuch an opportunity.

Recognize where

inequity exists
Thefirststepistorecognize where
inequity exists. There will be
differencesin access to opportunity
and well-being between different
groups of people and between different
neighborhoods. Budget cuts could
exacerbate these disparities. For
example, in many communities, race
is predictive of public health outcomes
like infant mortality, life expectancy,
andincidence of chronicillness (for
example, diabetes). A city government
should identify specific population
segmentations (such aslow-income,
historically disadvantaged groups,
and so on) for analyzing equity.
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Evenifalocalgovernmentcannot
perform arigorous statistical analysis
oninequities, trends can be seenin
data collected by outside entities (like
the U.S. Census Bureau or state health
department). And statistical cases
should be complemented by stories.
Narratives, not numbers, are often
more influentialin decision-making,
so the numbers should be brought to
life with stories.

Finally, it should be noted that low-
income communities historically
have hadreason tomistrustthe
government. As aresult, they maynot
always callin for service. Hence, when
considering equity and using data,
cities should assess the geography

of complaints and feedback. If there
isunder-representation in certain
communities, particularly those that
lackinvestment from the city, the
local government may want toreach
out tothose communities, listen to
their concerns, ensure their needs
are being met, and be more proactive
in providing services to those areas
(rather thanreactive).

Defining “equity”

Next, a city should define what
“equity” means. Toillustrate, the

City of Charlotte, North Carolina, has
defined equity as “fair treatment,
access, opportunity and advancement
forall people, while atthe same time
striving toidentify and eliminate
barriers that have prevented the full
participation of some groups.” Groups
that Charlotte hasidentified asthe
focusforitsequitylensinclude people
of color and low-income communities.

Definingequity will helplocal
governments evaluate potential
budget cuts from the perspective of
which cuts could work against equity.
There are two perspectives on impact
to the public from which a potential
budget cut could be evaluated. Each
perspective comes with a series of
questionsthatacity can askaboutany
given proposed budget cutin order to
help evaluate equity impacts.t

Perspective No. 1:
Service Impact

Aspending cut could reduce the
quality of service thata government
delivers. Cities might consider the
following questions:

Thisincludes fewer places toreceive
service, fewer hours of service
delivered, fewer employees to provide
aservice or longer response times.

Examples:

Closingafire stationresultsin
higherresponse times.

Reducing branch library hours
makes it harder for residents to use
itafter hours.

Closing one recreation facility
causes residents to have to walk or
drive farther to use another facility.

Reducing customer service
representatives increases the wait
time for service at walk-up counters.

Residents can stillaccess service, but
the quality of service is measurably lower
or does not meet resident expectations.

Examples:

Purchasing cheaper vehicles that
have shorter usefullives, are

less energy-efficient, or are more
susceptible to breakdown.

Using pothole patchinginstead of
streetrepaving.

Using staff with less experience or
training to perform a service.

For these service impacts, the local
government can askif the impactaffects
equity. For example, certain library
branches might be used more by lower-
income residents, so closing those
branches would have important equity
impacts. On the other hand, perhaps
certain types of permits orlicenses are
notdisproportionately used by vulnerable
populations, so reducing office hours
would nothave equity impacts.

"These two perspectives were originally drawn from the author and members of PFM, who took inspiration from the Government Alliance on Race and Equity, the Urban Institute
and others. Hence, the two perspectives should not be taken as an original idea of the author but rather as the product of the many people who have been working on the role of

budgeting and equity.




Earlier, we saw Toledo’s example of
grass cutting and how cuts would
haveresulted in unacceptable losses
in quality (such as more blight).

The city has also been mindful of
how its cut-back strategies impact
access tocommunity assets like
parks and recreation in low-income
neighborhoods.

Perspective No. 2:
Location Impact

Many of theinequities that alocal
government would be focused on
have geographic character. For
example, some neighborhoods
might have more low-income
residents or people of color than
otherneighborhoods. Cities might
consider the following questions
about location:

Isthe service geography-
neutral?

These are services thatare
distributed across the entire
municipality with little variance
by neighborhood. Examples include
internal serviceslike information
technology, human resources,
fleetmanagement (for smaller
communities), and citywide
elected officials. Services thatare
“geography-neutral” usually pose
theleastriskto equity butcould
still serve a vulnerable population.

Doestheservicehavea

fixed geography with

specific customers?

These are services that are delivered
from a centrallocation and available
to the community at-large butare
used by specific segments of the
community. Examples include
building construction planreview
and many kinds oflicensing. In this
case, equity impact would depend
onwho the customers of this service
are. For example, for a given type of
license, would a decreased level of
service adversely impactany of the
equity considerations from your
definition of equity?

O, EXAMPLES IN ACTION

The City of Toledo has found that using data to assess the
community’s and organization’s needs can be an effective

way to home in on the city’s highest priorities when identifying
potential budget cuts. After identifying its highest priorities,

the city used data to identify unintentional adverse impacts on
certain groups or underserved neighborhoods. This has allowed
the city to be proactive in identifying cost-saving measures or
partnership opportunities to address community needs.

Adapting the Budget to Changes in Weather Patterns

Grass cutting can be an expensive operation, depending on
the weather. A few years ago, the City of Toledo had a record
amount of rain that made it difficult for the city to maintain its
grass-cutting operation within budget. The city’s response
was to use micro-enterprise vendors and create bid packages
by geography and type of property. The packages included
thoroughfares as well as nuisance residential and commercial
properties. The city saved money by having a vendor regularly
cutting at properties before the grass was too high and was
able to increase minority-owned business participation.

This year, the city is monitoring the warmer temperatures that
may lead to increased rain. If the city has to consider scaling
back grass operations, it will take into consideration that
neighborhoods with high vacancy and crime rates may need to
be prioritized to deter dumping and other illegal activity in those
communities.

Data Leads to More Efficient Leaf Collection Schedule

In Toledo, leaf collection and grass were major frustrations for
residents. The city used resident complaint data to develop a
strategy to more efficiently deliver services. With leaf collection
specifically, the city recognized that certain neighborhoods had
trees that produce more leaves. The city determined that those
neighborhoods needed two passes and rerouted crews to pick
up leaves in those neighborhoods first and last.
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EXHIBIT1 | TWO PERSPECTIVES ON THE EQUITY IMPACT OF BUDGET CUTS

PERSPECTIVE #1:
Service Impact

What is the potential for reduced
access to services?

) Fewer places to receive service?
) Fewer hours of service delivered?
) Fewer employees to provide a service?

» Longer response times?

What is the potential for reduced
quality of service?

> Will the quality be measurably lower?

> Will the quality meet citizen expectations/needs?

@ PERSPECTIVE #2:
<V~ Location Impact

Is the service provided to the entire
municipality, with little variance by
neighborhood?

) Could vulnerable populations be hurt by the cut?

Is the service delivered from a
central location and available to the
community at large, but is used by
specific segments of the community?

) If so, are these segments a vulnerable population?

Is the service delivered at locations
distributed throughout the city with
a service population local to the site?

> Are the populations served vulnerable?

Is the service one where staff are mobile
but focus on particular neighborhoods?

) Are these neighborhoods vulnerable?

68



These are services delivered at
locations distributed throughout the
city with a service populationlocal to
the site. Examples include recreation
centers, public parks, health clinics,
and fire stations. These services pose
greaterrisk of inequitable impact.

These are services where the staff

are mobile and focused on particular
neighborhoods. Examplesinclude EMS
units, code enforcement, road patching
crews, and litter abatement teams.
Cutsinthese services could also pose
greaterrisk of inequitable impact.

Toledo hasbeen thoughtful about the
impact of location. For example, the
cityisinstalling LED streetlighting
throughout the community. Because it
haslimited resources, however, itcan’t
install LED lighting throughout the
entire community at once. Therefore,
the installation programis driven

by crime data: neighborhoods with

the most violent crime getlights first
because better lighting may help deter
crime. Thisisan example of aservice
with a fixed geography and specific
customers.

An example in Toledo of a mobile
service thataids a specific community
isleafcollection. Similartograss
cutting, leaf collection helps keep
up quality of life and prevent blight.
However, some neighborhoods
produce more leaves than others
due tothe typesof trees. Toledo has
tuned itsleafcollection strategy to
concentrate more resourcesin areas
that produce more leaves.

See Exhibit 1 for questions cities
mightaskundereach.

A word about time horizons

Budget cuts are, by their nature,
focused on the short-term. However,
the city of Toledo views the move
toward a more equitable budget as
amarathon, notasprint. For that
reason, Toledo has found great

value in complementingits budget
deliberations with along-term
financial plan and ten-year forecast.
This helps the city keep an eye on its
long-term objectives and ensure that
decisions made today don't unfairly
burden future generations of citizens.

Conclusion

Inatime of budget cuts, itisalmost
inevitable that services will suffer.
By takinginto account equity, alocal
government canreduce the pain
experienced by disadvantaged parts
of the community and reduce the pain
experienced by the community asa
whole. For any given budget cut, a city
can askthe following to guard against
disproportionate impact onits most
vulnerable residents:

Whatisthe serviceimpact? Could
this cutreduce access to services
or reduce the quality of services for
vulnerable groups?

What location within the city will
beimpacted? Does the service or
program being cut serve a particular
community or neighborhood? These
types of program cuts have the
biggestrisk ofinequitable impacts.

With the answers to these questions,
cities can consider alternative cutback
strategies. GFOA has catalogued a
large number of cut-back strategies
and other tools for dealing with budget
deficits atits Fiscal First Aid website
(available at gfoa.org). Cities can use
theseresources to find alternatives to
strategies with inequitable impact. F§
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This What Works Cities City
Budgeting for Equity and Recovery
resource is a collaboration among
the following organizations and
institutions: GFOA, the City of Toledo,
and Bloomberg Philanthropies.
Launched by Bloomberg
Philanthropies in 2015, What Works
Cities helps local governments
across the country drive progress

in their cities through the effective
use of data and evidence to tackle
pressing challenges that affect their
communities. The City Budgeting
for Equity and Recovery program

is a new effort that helps U.S.

cities confront budget crises while
strengthening their commitment to
equity in the wake of COVID-19.

The ideas that appear in this article
were inspired by the many different
people and organizations that are
working on bringing an equity
perspective to budgeting, including:
Government Alliance on Race and
Equity (see “Advancing Racial Equity
and Transforming Government
Action”), local governments that
are working on this issue, and

other experts on local government
budgeting, notably PFM.
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GFOA is working with Results
for America over a 6-month

period to help a number of
cities across the United States
better incorporate an equity
perspective into their budget
by developing better budgeting
processes and capabilities.
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