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FEATURES | BUDGET GAMES

greatest skill—the card sharks of the
budget process—instead of those who
follow the rules and provide honest
estimates. The most successful game

Local government budgeting is about deciding how to distribute

resources among different needs. Local governments are D oot e los. Thts somasman
usually divided info departments, each having some freedom ship detracts from the budget process’s

reputation of fairness. A sense of fairness
is essential to encourage allbudget
participants to give their best effort
during the process and afterward to

to manage their daily tasks and request funding. Central
budgeting authorities oversee and control the distribution of

these funds. While this setup has its advantages, it can also lead iﬁ“;fﬁﬁfﬁfybﬁifla evenif they fail
to competition among departments when a local government To moderate the problem of budget
is deciding who gets what, This competition results in “budget games, wemustunderstand why they
games,” where deparfments engage in strategies to Secure more buﬁgﬁtﬁffacilvsigil:creeffZﬁ Zﬁﬁn_
resources. The most common game is “padding the budget,” ment of scarce resources. This can
where departments ask for more money than they actually need. buddot pastieioants aue pitied aghinat
There are many other such games as well. each other ina battle for resources.
For example, allocating funding to one
i i pl fte ans less funding fo
Before we delve into these games, here is why budget . playerotenme: Vnnot o V‘;I; 1;39dt1e
officers must be aware of them. game as skillfully. Unfunded mandates,

legalrestrictions, and legislative priori-
ties all canreinforce feelings of scarcity,
leading to increased competition among
players to get their share of the pie.
Anotherreasonis thatbudget

First, budget officers need good can adjust and provide an affordable requestors have motivations that
information to make savvy and wise level of service. Exhibit 1 illustrates encourage gamesmanship. Alaudable
budget decisions. The better the where games are mostlikely to be motivation is the desire to solve a
information, the better the chances played in the budget process. public service pr(?blem. For example,
of good decisions. However, budget Second, effective gamesmanship departmentofficials may see their role
games can distort or hide information. requires bendingif notbreaking as. pr.0V1d1r.1g the best service possible
Central budget authorities must read the rules of the budget process. A Wlthmdt.heu depa'rtrrlent, such as1
between the lines, recognize the “tells,” budget process expects participants faxpan ,mgi serv11c?;a omore p::)p ;}?rt
and call bluffs to uncover the players’ to provide their best estimate of the 1mp r,o VIngIts qualily or quantity. tha

. . . . requires more resources. Thus, the end
true intentions and resource needs. funds they need to provide a service L as .

. . . goal of providing the best service to
Thus, gamesmanship degrades the and to use public funds in ways that C e e e
] the publicisjustified by the means of

feedback loop between budget requestors benefit taxpayers the most. However, gamesmanship
and budget authorizers. ngh-quallty budget games am.l t.o getmore mfmey Other motivations are less flattering.
feedbackloops are essential for an thanneeded, avoiding the scrutiny Oneis empire building, where depart-
effective system. Ideally, departments that separates the important requests ment managers seek greater prestige
communicate an accurate picture of from the lessimportant ones. This or greater remuneration for managing
their needs to central authorities who meansresources are allocated based alarger department. This provides an
then use this information to determine on how clever and bold the players are incentive to maximize and spend their
the best taxand spending portfolio for rather than on what would benefit the budget. Another motivation is avoiding
the community. If the community is not community the most. scrutiny. Budget games canbe away to
willing to pay the taxes to support the In this case, budget success favors preserve existing resource allocations
proposed service levels, departments those who play the games with the or gain more while minimizing scrutiny.
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EXHIBIT1 | Where Budget Games Are Likely to Happen in the Budget Process
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The final reason budger games exist may be less obvious; People have
different perceptions of risk.

The finalreason budget games exist costs. Todo this, operations officials Di q q

may be less obvious: People have play games that minimize the risks, ISfIJD'I_[Iﬂ fo Risk 0f_B!J[|,l]E'
different perceptions of risk. Finance such as padding the budget to self- [lnerallnns Deficifs
and budget officials often focus on insure againstunplanned, unavoidable

minimizingthe risk of budget deficits expenses. Clearly, these goals are at - -
by keeping spending within the orga- odds with each other.

nization'slimited means. In contrast, Next, we'll explore the games players

operations officials aim to avoid often employ in the budget process.

disruptions to operations to maintain Following that, we’'ll describe how budget

consistent services despite unforeseen officers can defend against these games.
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The Games People Play

Now we'll describe the different gameplay tactics used in budgefing. We'll explain what the game is, how it works, and why
players use it. We'll also show how many of these games take advantage of cognitive biases and logical fallacies. Cognitive
hiases are systematic, unconscious errors in thinking that impede good decision-making that anyone can fall prey to.
Logical fallacies are arguments that may seem appealing on the surface but fail under close examination. Knowing these
foundations on which the games are built positions us better to counter their negative effects.

The Padding Play

The king of budget games is asking for
more than youreally need, also known as
the “Padding Play.” This tacticis similar
to highball pricing in negotiations, where
the seller sets a price much higher than
thelowest price they are willing to
accept. This starts the negotiations at
ahigh number and takes advantage of
apsychological phenomenon known

as anchoring bias. The high number
becomes areference point that sets the
tone for the negotiation. The seller then

graciously lowers the price, much to the
relief of the buyer who then settlesata
price still higher than the minimum the
seller would have accepted.

The Padding Play is crowned king
because of its high success rate and
wide-spread use. Itis common for
government departments to have
non-trivial amounts of padding in their
budget. Thisis seen when departments
rush tospend all theirremaining
budget atthe end of the year. They do
this to prove theyreally did need all
that funding and to prevent cutsin the
nextbudget cycle when budget officers
question if the budgetis theright size.

The Padding Play is often motivated
by adepartment’s perception of risk.
Padding acts as aform ofinsurance
againstunplanned, unavoidable costs.
Itisalsoused when the department’s
efforts at planning next year’s activities
arelacking. The padding becomes a
hedge, buying time for the department
tofigure it outlater. Further, whenan
agency spends less than budgeted,
itis oftenlauded for saving money.
However, these savings may result
from overestimating their budget

needsrather than thriftiness. Avoiding
riskand the allure of looking good by
notoverspending are two rewards of

the Padding Play. However, this tactic
carries an opportunity cost of other
services that could not be provided and/
or overtaxing the community.

Is GFOA Revealing
Forhidden Knowledge?

One might wonder if revealing
these games might provide a
playbook for would-be game
players. Most people who play
budget games are not budgetary
Machiavellians but are often
responding to incentives and/

or falling into cognitive biases
and logical fallacy traps. The
budget office can design a
process to counter these forces
and, thereby, discourage budget
games. Consequently, awareness
of these games is critical to
designing a fair budget process.
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The Crisis Gard

Selling the Sizzle

Ifthe Padding Playis the King, then the
“Crisis Card” is the queen. Thisis when
the budgetrequestor claims catastrophic
outcomes for the publicif their request
isnotfulfilled. Though notas common
asthe PaddingPlay, the Crisis Card is
very impactful because itappeals to the
natural risk aversion of public officials. No
one wants to be known as the person who
denied arequestinthe name of frugality
ifthe predicted crisis comes to pass.

The Crisis Card often takes advantage of
acognitive bias known as narrow framing.
Thisiswhen we see only anarrow range
of options, like “go” or “no-go.” The Crisis
Card frames the choice as: “approve this
budgetrequest or accept the catastrophe.”
Inreality, there arelikely several options
toaddress the problem, some of which
mightbe cheaper or more efficient than
the proposal on the table. An example of
the Crisis Card comes from arural county
in California’s snow country. The elected
sheriffimplored the Board of Supervisors
foraround $150,000 to purchase a
“Snowcat,” whichis an all-terrain vehicle
equipped for snowy conditions, including
rescues. By striking fear into the Board
by claiming that people will dieif
fundingis denied, the sheriff was granted
the funds needed for the purchase.

No supervisor wanted to be on record
denying the request and riska scenario
where the old Snowcat failed duringa
rescue attempt and someone died.

Let’smove on to the jacksin our

card deck. These tactics are both
common and effective at gameplay.
The jacks share a common theme:
takinglegitimate, desirable strategies
for making budget requests and
warping them into undesirable budget
games. [tischallenging torecognize
when thisline has been crossed.

The first of these is “Selling the
Sizzle.” This tactic involves making
abudgetrequestlook appealing with
flashy presentations that use graphics,
personal stories, and videos, but short
on substantive arguments for why the
proposed investment is a good use of
public money. Though attractive and
engaging presentations are usually
welcome atbudget hearings, they can
be problematic when they cross the
line from reasoned argument to razzle-
dazzle. Thislowers the quality of budget
discussions. Here are some signs that
Selling the Sizzle might be happening:

= Reasoning from anecdote. This
involves using a single example to
imply a broader conclusion. Budget
game players often use this approach
following a high-profile incident. For
instance, a traffic accident might
be used to justify expensive engi-
neering solutions, such as a traffic
light, evenif the accident was due to
avoidable human error rather thana
systemic flaw in the traffic system.

= Technobabble. Thisinvolves using
jargon or technical terminology to
impress the audience and make the
proposal seem sophisticated. This play
works well when the subject matteris
complicated and not well understood
by elected officials and the public.

= Overconfidencein the outcomes.
Making an impact with public policy
canbedifficult.* When presentations
downplay the uncertainty of a budget
proposal’s outcome, itcould be a
sign of Selling the Sizzle. This can
mislead decision-makers abouthow
effective the proposalislikely to be.

= Selective data presentation. This
involves showing data that supports
therequest whileignoring data that
doesn't, also known as confirmation
bias. This game isrelated to overconfi-
dence. This canlead to higher budgets
without better results or funding
solutions for problems that don't exist.
Interest groups outside of the govern-
ment use this tactic too. For example,
aconsumer group mightadvocate for
electric carcharging stations. They
present data showing the benefit to
electric cardriving tourists while
omitting the utility cost to operate
each station. This canlead toinflated
budgets and misallocated resources.

Budgetrequestors who truly believe
intheimpact of theirrequeston the
community arelikely to use Selling

the Sizzle. Their strong beliefin their
proposalleads them to setaside reasoned
arguments in favor of painting the best
possible picture of theirrequest.

*Take, for example, mathematics education in
primary and secondary schools. A review of
155 math programs in the U.S. Department of
Education’s Institute of Educational Sciences’
What Works Clearinghouse shows that just
under 20 (12%) of those programs have proven
positive or potentially positive effects. Literacy
does better, but only 23% of programs in the
database have positive or potentially positive
effects. Switching to a different field, justice, the
National Institute of Justice’s Crime Solutions
database shows that, of about 650 programs,
about 90 (only 14%) have proven effective.
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The Pet Project Play

The Influence Operation

The Mandate Masquerade

Ournextjackinthe deckisthe “Pet
Project Play.” Thisis when budget
requestorstry tolink theirrequeststoa
priority or pet project held by legislators.
Though GFOA haslongadvocated that
local government budgets should align
with community priorities,? it becomes
abudget game when requestorsuse a
psychological phenomenon known as
the halo effect. They associate their
budgetrequest with something seen as
positive in the minds of legislators, such
as apriority or pet project, evenif there
islittle or nodirectrelation. This associ-
ation creates a positive glow around the
request, makingits approval more likely.
Many budget directors have noticed a
weak form of the Pet Project Play when the
budgetrequiresrequestors to explain how
theirrequestaligns with organization-wide
strategic priorities...and many of the
claims of alignment are tenuous at best.
This tacticis especially effective when the
strategic priorities are broad and vague.
Imagine agoverning body that wants the
government to be more environmentally
friendly but doesn’t have a plan on how
toachieve thatgoal. This broad objective
could involve any number of initiatives,
giving plenty of opportunities for the Pet
Project Play. Budget requestors could
easily claim that their projects support
environmental friendliness to gain
approval, even if the connection is weak.

Our final jackis the “Influence
Operation.” This involves lobbying for
support from executives, legislators,
media outlets, or community groups.
Though legislators should be central
decision-makers in budgeting, and GFOA
encourages community engagement
inthe process,® problems arise when
budgetrequestors try to influence these
groups outside of the budget process.

Decision architecture refers to
how the design of the process helps
decision-makers make their best
decisions by reducing the impact of
cognitive biases and logical fallacies.
If budgetrequestors have separate
conversations with decision-makers
outside of a fair process, itcan
lead to poor budget decisions.

For example, board members may
be lobbied to make concessions on
development projects. If this lobbying
resultsinlostrevenue or additional
services that cost taxpayers more,
resources are being allocated
without proper budget scrutiny.

Let's move on to the number cards
in our deck. While these games may
notbe as common or effective as
face card games, they are neither
rare nor marginally effective. Aswe
examine the number cards, we'll see
thatbudget games are sometimes
deployed in combinations, creating
a sort of “one-two punch.”

The “Mandate Masquerade” game is
aclassic. Itis when a budget requestor
exaggerates or even fabricates a
legislative, contractual, or other kind
of mandate to justify their request.
The Mandate Masquerade relies on an
appeal to authority fallacy. This is where
anargument is positioned as correct
because itis supposedly backed by

an authoritative institution. People
often accept claims at face value if
they come from a legitimate source.
This can be particularly effectivein
local government, as decision-makers
prefernot toriskrunning afoul of
contractual orlegislative obligations.

In many cases, the requestor may
notknowingly exaggerate or fabricate
amandate. Confirmation bias causes
us to pay more attention to information
that supports our preferred outcomes.
This may cause requestors to interpret
legislation, contracts, etc., in away that
supports theirrequest, or they fail to
question long-standing assumptions
that there are mandates underlying
their preferred spending plans.

For example, a city was subject to aleg-
islative mandate to produce and display
more police-related data. Thisrequire-
ment could have been met with small
adjustments to the police data website.
Instead, an entirely new database and
website were purchased under the
guise of complying with the mandate.
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The Silent Windfall

The Client Heart-tug

The Waiting Game

Local government budgets are
typically large and complex, making
iteasy tomiss errors. The “Silent
Windfall” game takes advantage of
thisby keeping quiet about budget
errors thatadd appropriationsin the
requestor’s favor. Rather than wait
passively for a favorable error to occur,
the most cunning game players create
situations thatlikely result in budget
errors that work to their advantage.
One such strategy involves making
large and/or complex requests.
For example, arequest might mix
one-time and ongoing costs. The
requestor will point out and fix
misinterpretations that work against
them butignore errorsin their
favor. Another strategy involves
the timing of requests. Submitting
requests at the last minute, especially
during the busiest budget workload
periods, may reduce the scrutiny
therequestsreceive, increasing the
chance of errorsin the requestor’s
favor. Many finance officers have
received last-minute requests for
personnel or vehicles and been asked
to squeeze them into the budget.

Many of the budget games we have
discussed so farrely on logical
fallacies—in other words, faulty
reasoning that seems legitimate.
Logical fallacies work because people
are primarily emotional beingsrather
than logical beings. The “Client
Heart-tug” game leansinto this. It
pullsthe purse strings with heart-
strings, centering budget requests
around testimony from clients or
members of the public who have been
positively impacted by a program.

While personal stories are effective
for explaining abstract budget
concepts and showing real-world
benefits, the Client Heart-tug strategy
veers into gamesmanship when
the budget presentation includes
only positive client testimonials
and ignores or hides the drawbacks
orlimitations of the program. In
other words, the presentation is
one-sided, with the budget game
player choosing the most compelling
and convincing stories while leaving
out contradictory information.

For example, a group of pottery
enthusiasts—most of whom were
not taxpayersin thatjurisdiction—
convinced a city council to overturn
the manager’'srecommendation to
cutpartof the pottery program during
atough budget period. This decision
led to cuts to other core services.

Allthe games presented so farrely
mostly on aggressive attempts to
secure more funding. However, not
all games follow this pattern. The
“Waiting Game” is a passive strategy
thatinvolves staying silent about
budgetary needs, avoiding budget
expansion, and “waiting one’s turn”
to make a proposal. The game player
mightuse thisas a strategy to build
political capital by forgoing requests
now tomake a bigger requestlater, to
wait for amore opportune political
moment, or to avoid the scrutiny of
the budget process.

Though many budget officers
probably wish more departments
would try this game instead of the
more aggressive ones, ithasits
drawbacks. Obscuring a department’s
realneeds canincrease the
risks of service failure or missed
opportunities. It deprives decision-
malkers of the ability to consider the
government’s most pressing needs
and to plan accordingly. When The
Waiting Game player finally requests
more funding, it mightincorrectly
looklike a Padding Play. Ifdenied, this
could resultin serious underfunding.
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Foot-in-the-Door Financing

The Pilot Play

“Foot-in-the-Door Financing™ is where
adepartment starts with a small request
and gradually expands the program over
time. The game player counts on three
things:

1. Lessinitial scrutiny because of the
small size of the request.

2. Thenew program becoming partofthe
baseline budget.

3. Incrementally growing the program
from there.

This game works by taking advantage of
present bias, or the tendency to under-
weight future costs. Decision-makers

are not put off by the smallinitial cost
and overlook the long-term cost. Foot-in-
the-Door Financing also takes advantage
of the tendency forlocal government
budgets to put previously approved
spending on autopilot and incrementally
increase spending in subsequent years.
The saying “once in the budget, alwaysin
the budget” is well known.

Consider this example of constructinga
new park. Initially, the park was planned
to be a passive-use neighborhood park
and open space with few amenities. Once
funding was secured, the department
combined Foot-in-the-Door Financing
with other games, such as the Client
Heart-tug play, where the community,
particularly kids, advocated to deci-
sion-makers for a playground and other
amenities. Theresult was a budget that

more than doubled the initial allocation.

The “Pilot Ploy” is similar to Foot-in-the-
Door Financing, butinstead of usinga
small dollar amount to get approval, the
Pilot Ploy relies on an assurance that the
spendingis temporary, such as a pilot

or study. Like many of our games, the
Pilot Ployis based on alegitimate budget
strategy—in this case, conducting pilot
projects to testif a spending program is
worthwhile before making a long-term
commitment. The gamesmanship
happens when the requestor uses other
tactics to continue the spending without
relying on evidence that the programis
actually producing results, such as:

= Inanenvironmentofincremental
budgeting, the pilot project may be mis-
takenly included in the department’s
base budget, allowing the game player
to capitalize on the Silent Windfall
game to keep the money.

= [ftheinitial pilot shows some positive
results, the game player might use
Selling the Sizzle and/or the Client
Heart-tug games to oversell those
results to ensure continued funding.

The Pilot Ploy is a favorite among savvy
game players. Once the new program gets
underway, measuring success falls by
the wayside, particularly for programs
that are costly but popular. This game
alsorelies on the sunk cost cognitive bias,
which makes it psychologically difficult
todiscontinue an investment after
money has already been “sunk” into it.

Nextisthe “ROIRuse” game, where the
requestor claims that the proposal will
pay foritself by reducing future costs or
generating revenue, makingita “smart
investment” rather than an additional
cost for taxpayers. While governments
should make smartinvestments that
reduce future costs or raise new revenue,
itbecomes aruse when the promised
benefits don't materialize.

Often the culpritis overconfidence
bias, where the requestor overestimates
the beneficialimpact of the proposal. An
ethically questionable use of the ROI Ruse
iswhenaninvestmentis positioned as
generating time savings for staff, but there
isnoplan to translate those time savings
into value for the public, either by reducing
costsorusing the time to achieve other
important goals. These “soft savings” are
often consumed by Parkinson’s Law, which
states that “work expands to fill the time
available for its completion.” Justlike a
cleaned-out closet often fills back up with
clutter, a person’s workday fills up with
low-value tasksifa high-value taskisnot
provided in its place.®

The ROIRuse often occurs with proposed
investments in information technology.
These purchases are described as invest-
ments that will save time and reduce costs.
While technology can create efficiencies
and help getmore done in less time, no
actualmoneyis saved. The extra staff time
saved is notareduction because it gets

redistributed according to Parkinson's Law.
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Budget Low, Mid-Year Grow

Blend and Extend

The “Budget Low, Mid-Year Grow” game
involves giving alow estimate to the
central authority forimportant featuresin
the original budgetrequest, knowing that
theinitialamount will not be enough and
planningto ask for more moneylater in
the year. For example, a department might
request funding for a new staff member and
getitapproved. However, theyleave outthe
costs for the vehicle, equipment, and other
things the new staff member needs. Once
the staff memberishired, the government
hasno choice but tobuy the additional items
thatwere left out of the original request.

Another example involves a new program
where the startup costs are accurately
presented, but the cost of equipment
needed later in the yearis lowballed.
The program can't proceed without this
equipment, soamid-year adjustmentis
requested. This game makes the original
request appearless costly and improves
the odds of success, especially against
stiff competition from other players.
Italso defers partofthe expensetoa
mid-year adjustment, when thereis
less competition from other requests.

This game takes full advantage of the
sunk cost fallacy, which is our tendency
to continue with aninvestmentwe've
already made. Budget authorities might
justifyitby thinking, “Well, we've
already spentmoney on starting up the
program, sowe mightas well follow
through” or “We've already hired the new
employees, so we have to equip them.”

The “Blend and Extend” game
disguises new programs as extensions
of existing ones or combines new
initiatives with established programs.
By positioning anew initiative as
partof an existing program, the game
player can avoid some of the scrutiny
thatan entirely new proposal might
attract. This game makes it much
harder forlocal officials to understand
what the budgetis actually funding.

Blend and Extend leverages the
bandwagon effect, which means
people are more likely to support
somethingifitislinked to something
already popular. Therefore, gettingan
extension for a well-regarded program
is easier than securing funding for a
new and different program.

For example, consider a recreation
department proposal to expand a
popular program from one age group to
another. Anew after-school program
for high school kids might be framed
as anextension of an existing program
for grade schoolers, even though the
activities for the two age groups have
little in common.

Finally, we'll acknowledge Wildcards. The
list of games we've discussed is not exhaus-
tive. For example, a classic game during
budget cutsis to offer up a popular program
forreduction, knowing that decision-mak-
erswilllikely not cutitand will instead look
to other departments for cuts.

You canrecognize budget games by their
attempts to weaponize cognitive biases
and logical fallacies, as we illustrated
foreach game. In the budget cut game
justdescribed, narrow framing is being
weaponized. Either decision-makers cuta
sacrosanct program, or they don’t cutthe
department atall.

Cognitive biases and logical fallacies that
may commonly be weaponized include:

= Overconfidence bias. Overestimating
potential benefits and underestimating
uncertainty.

= Confirmation bias. Considering only
evidence that supports the preferred
outcome while ignoring or explaining
away evidence that invites skepticism.

= Anchoringbias. Latching onto reference
points such as the first number presented
or amemorable or recent experience.
Then using that as the basis for evalu-
ating other options, evenifthatbasisis
inadequate.

= Sunkcostfallacy. Feeling it necessary
to continue aninvestmentbecause an
initial outlay has already been made.

= Reasoning from anecdote. Treatinga
single story as equal torigorous data.
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Playing Defense

Now that we know what games the
budget office might face, how can we
counteract them? The solution will
not come primarily from deploying a
specific counter against each game.
Thiswould require the budget office to
recognize which game is being played
and deploy the right countermeasure
attherighttime. Thismight feellike
playing a game of whack-a-mole!
Forasolution, we mightlookto one
of the most popular games in North
America: American football. In budget
games, justlike football, the offense has
the initiative. They decide when to snap
the balland what play to run, while the
defense mustreact and counter the
offensive attack. Subterfuge is a big
part of the offense, with trick plays,
fake handoffs, and deceptive player
movements beingimportant parts of
their playbook. Yes, defense is hard, and
shutouts arerare, buta good defensive

posture is often effective. Many Super

Bowl-winning teams are builtaround a
great defense.

Thelesson for defending against
budget gamesis that good defense is not
justaboutreacting to the offense. The
foundation of a good defense is a solid
“defensive scheme,” which is the larger
strategy and concepts used to stymie
the offense. Good defensive play-calling
complements the scheme by adapting the
defense to what the offense does.

Similarly, a budget office musthave a
good defensive scheme they can deploy
in anticipation of department game-play-
ingtactics. Thisinvolves creatinga
budget environment thatis not conducive
togameplay. While this won't stop all
gameplay, it willreduce it. Justlike
in football, the budget office will need
defensive play calls to counter specific
attempts by game players to circumvent
the decision architecture. Let's explore
what defensive schemes and play calls
looklike in the context of budgeting.

* A mental model is how someone represents a complex phenomenon in their mind.

THE DEFENSIVE SCHEME:
FINANCIAL FOUNDATIONS FOR
BUDGETING

A well-designed scheme can be partic-
ularly effective in countering budget
games because most game-playing is not
the result of conscious, premeditated
“bad behavior.” Rather, itis aresponse
tothe incentives that game players face,
with their objective being to acquire a
share of resources. The “mental model”*
that participants have of the budget
processis often seen asa “win-lose
game,” where each participant must get
their piece of the pie; and if they don't get
it, someone else will. Unsurprisingly,
such amental model can lead to aggres-
sive game-playing behavior.
Fortunately, thereisa different mental
model called Financial Foundations
for Budgeting. Developed by GFOA and
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based on Nobel Prize-winning research,
thismental model shows how to shift
budgeting away from a win-lose game.
Financial Foundations for Budgeting
consists of eight practices.®

1. StrongSense of Identity and
Purpose for the Local Government.
Know what the group is, whois
amember, and thatthe groupis
important. Members of the group
must see itas a group.

2. Fair and Inclusive Decision-
Making. It isnot sustainable for
some members to call the shots and
others tohave nosay.

3. Monitoring Agreed-Upon Behavior.
There must be transparency in what
others are doing. Members of the
group must know what is happening.

4. Local Autonomy. People musthave
latitude to manage their affairs.

5. Graduated Sanctions and Rewards.
Provide motivations for being a
constructive participantin the
budget. Incentives and correctives
canstartsmall and grow as needed.

6. Benefits Proportional to Cost.
Itisnot sustainable for some to get

benefits and for others to do the work.

7. FastandFair Conflict Resolution.
Conflicts need to be resolved quickly
and fairly.

8. Appropriate Relations With Other
Groups. No participantin the budget
existsinavacuum. The actions of
other people or organizations can
impact decisions.

Intheinterest of space, we willnot
delve into the details of each of these
practices. Those details are availablein
other GFOA publications. We will point
out that, justlike playing good defense
in football does notrequire mastering
every defensive strategy in the game to
be effective, alocal government does
not have to master each of the eight
principles. Doing well in a few could be
more than adequate.

For example, the City of Redmond,
Washington, focusesits budget on
the priorities of the City government

The City of Redmond, Washington enacts the principles of Financial Foundations for Budgeting in their budget
process, discouraging gameplay by creating an environment of cooperation and trust.

rather than the departments and their
historical budgets. Budget discussions
ofteninclude representatives from
alldepartments, as many of the City’s
priorities need cooperation between
departments. This approach promotes
the firstthree of our eight practices:

= Focusingon Citywide, shared
priorities encourages a strong sense
ofidentity and purpose for the local
government, not just forindividual
departments.

= Making budgeting decisions as the
entire executive team promotes fair
and inclusive decision-making.

= Becauseeveryoneisintheroom
when decisions are made, thereis
monitoring of agreed-upon behavior.

Let’s see how these created a defensive
scheme against budget games. In one
budget cycle, a department head played
the “Crisis Card,” alleging that failing

to fund their budget request would
resultin catastrophic public safety
consequences. Because this was done
inameeting of alldepartment heads,
everyone saw it. Further, because

there was a strong sense of identity

and purpose and a culture of fair play,
others felt comfortable pushing back
against the Crisis Card play. They
pointed out that the requestor was
engagingin hyperbole and made it clear
thattherestof the team did not want to
play thatgame.

Itisalso worth noting that Redmond
also engaged our fifth principle:
graduated sanctions and rewards.
People want the approval of their
peers. If other departments are seen
as peers, not competitors, then being
rebuked by them is a strong disincen-
tive against playing games.

Afinallesson we can take from
Redmond relates to our sixth principle:
benefits proportional to cost. This
means that participants must expe-
rience an adequate return from their
investment of time, energy, or money
to continue as willing participantsin
asystem. Amonetaryreturnisnot
necessary. People justneed to feel their
effortis “worthit” on somelevel.

Redmond’s focus on achieving
results on the Citywide priorities
de-emphasizes the importance of
how much money a department gets.
Instead, the budget emphasizes the
value created by spending public
money. This provides a more construc-
tive outlet for people to strive for “the
best” service, where “best” is defined
in terms of the results achieved. This
compares favorably to defining “best”
in terms of the amount of money
allocated to a service, which is more
likely to encourage gameplay.

Redmond’s budget process is not
the only way to enact the principles of
Financial Foundations for Budgeting to
defend against budget games. Focusing

*Use-it-lose-it spending is common when department budget authorizations lapse at the end of the year. Departments rush to spend any remaining funds,
lest the funds get taken away. Often, what the money is spent on is not the best possible use of funds, simply because of haste.
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onjustone of the eight practices can
help. For example, let's consider the
fourth principle, local autonomy.
Budget games arise partly from the
tension between the budget office’s
control and departments’ desire for
autonomy. Providing more constructive
outlets for department autonomy
reduces budget games.’

For example, department managers
canbegivenahigher stakeand
greater incentive to manage their own
resources efficiently. Some budgeting
methods provide departments with
abroad target to manage rather
than aseries ofindividual line-item
budgets. This allows managers to shift
resources within their departmentas
needs change. A similar effect canbe
achievedinatraditional budget by
allowing more flexibility for transfers
within the department. Additionally,
departments could be allowed to carry
over savings from one year to the next,
which would discourage use-it-or-lose-it
spending.* This way, instead of playing
games with the central budget office,
department managers can focuson
making the best use of their resources.

Another optionistolink program
revenue to expenditure budgets, so
departments directly benefit from their
own entrepreneurial revenue-raising
ideas. This way, a department’s creative
energy can be directed toward revenue
raising rather than game playing.
Finally, Financial Foundations for
Budgeting promotes another useful
defensive strategy: building trust
and rapport. Principles like fair and
inclusive decision-making, local
autonomy, and appropriate relation-
ships with other groups help build trust
and rapport. This can help prevent
game playingin atleast three ways:

= People prefer not torun games on
those they trust and have good
relations with.

= People are more willing to consider
ideas on more constructive ways
to play the budget game if the ideas
come from trusted sources.

= People are more willing to share
their true intentions and needs with
someone they trust.

DEFENSIVE PLAYS:
THE BUDGET OFFICER AS
DECISION ARCHITECT

In addition to a scheme or general
strategy, the finance officer may need
to counteract specific gameplay strat-
egies. As saw earlier, budget gameplay
strategies take advantage of cognitive
biases and logical fallacies. Decision
architecture isthe art of helping people
malke better decisions by addressing
cognitive biases and logical fallacies.
According to GFOA's Budget Officer as
Decision Architect, the budget officer
has four basic job responsibilities.

* Widen the option set: The budget
officer’'srole in budget preparation
gives them a bird’s-eye view on the
wide range of activities the govern-
ment must pursue. They can help
decision-malkers see the big picture
and find a broader set of solutions.

= Testassumptions: The budget officer’s
examination of calculations and pro-
jections provides a unique perspective
on the assumptions and uncertainties
of project proposals. They can help deci-
sion-makersidentify uncertaintiesand
testassumptions before overinvesting.

= Find high-value options:
Budget officers see which trade-offs
are being made and which ones may
stillneed to be considered. They can
help decision-makers choose the
highest-value options.

= Foster trustin the process: The budget
officer’s ethos of objectivity, if not
neutrality, positions them to foster trust
in good decision-making processes.

Youmight think of each of these as
defensive plays to counter games by
short-circuiting the cognitive biases
andlogical fallacies that budget
gamesrely on. To illustrate, let's focus
on our “face cards” from earlier.

The Padding Play, the king of games,
involves overestimating the amount of
fundsreallyneeded. Testing assumptions
and finding high-value options are
effective counters to the Padding Play.
For example, the budget office could
work with the requestor to lookinto the
number of units and unit costs behind the
request to ensure the assumptions are
solid. This shifts the focus from the total
size of the request to the details of how
the money is tobe used. Details are more
concrete and therefore harder to game.

Departments often use the Padding
Play to protect themselves against
unplanned, unavoidable costs. The
decision architect could explain that
the cost of self-insurance across all
departments can be quite high and
suggest other, cheaper ways to cover
theriskdepartments are worried about.
Several governments have realized
millions of dollars in savings by
pooling thiskind of riskin a budgetary
contingency. Thisis a much higher-value
option for usinglimited resources.

The Crisis Card is the queen. This
game relies on narrow framing: either
therequestis fulfilled, or catastrophe
ensues. Widening the option setis
the remedy tonarrow framing. Are
there other, less costly options that
could solve the problem? How does
spending money on thisimpact our
ability to fund other priorities?

Let'sillustrate the Crisis Card play
this way: “We need five more police
officers or crime will run rampant!”

The budger officer's role as a decision architect is crucial. By
widening the opfion set, testing assumptions, finding high-value

options, and fostering trust, budoet officers can counter the
cognitive biases and logical fallacies that empower budget games.
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Widening the option set mightbegin
by recognizing thatthe goalisto have
enough officers on the streetatany
given time. Then, explore options to
achieve thiswithoutincreasing officer
headcount. For example, if there are
long delaysin filling vacant positions,
finding ways to speed up hiring might
help maintain adequate patrol coverage
atalower cost.

Youmay recall the jacks in our deck
had the common characteristic of
warping legitimate and desirable budget
behaviorsinto games. Decision architec-
ture can counter specific aspects of these
games. For example, Selling the Sizzle
mightinvolve selective data presentation
or overconfidence in effectiveness of the
proposed program. Testing assumptions
could be useful here. For example, have
there been independent evaluations of
similar programs? How well have similar
programs worked elsewhere?

More generally, decision architecture
helps maintain what these games try to
undermine: comparing proposed uses of
resources againstalternativesin a fair
and objective manner.

Finally, trustisacrucial element of the
decision architecture. Trustisimportant
for the counters to work well. Let’s revisit
our Padding Play example. If the budget
officeisnot trusted, then a deep dive into
the assumptions behind a proposal may
be seen by departments as a “gotcha”
rather than a good faith effort to tighten
up abudget request. Similarly, depart-
ments might view a central budgetary
contingency skeptically if they don't
think they will get support when they
need additional resources.

®

BUDGET OFFICER AS
DECISION ARCHITECT

+

Decision architecture helps maintain what
these games try to undermine: comparing
proposed uses of resources against
alternatives in a fair and objective manner.
Read the report at gfoa.org/materials/
budget-officer-as-decision-architect.

Gonclusion

Inlocalgovernment budgeting,
budget games make it hard for the
budget officer to help the local gov-
ernment use itsresources effectively.
Gamesmanship often stems from a
genuine desire to secure resources for
better public services. However, these
tactics distort the budget process,
leading to poor resource allocation
and eroding trustin the system.

A strong defensive strategy based
on the Financial Foundations for
Budgeting can discourage budget
gameplay. Furthermore, the budget
officer'srole as a decision architect
iscrucial. By widening the option
set, testing assumptions, finding
high-value options, and fostering
trust, budget officers can counter the
cognitive biases and logical fallacies
thatempower budget games.

Reducing the power of budget
games can focus participants’ energy
on constructive discussions about the
trade-offs and comparing alternative
courses of action. This kind of
environment fosters trust, promotes
fairness, and leads to better decisions.
It serves the public interest and helps
directthe community’s resources to
where they do the most good. H

Shayne Kavanagh is GFOA’s senior
manager of research. Janet Dutcher

is the finance director of Mono County,
California. Drew Corbett is the principal
of DKG Consultants.

Endnotes

" We relied on the work of many researchers who have
described budget games before us. Please see the
bibliography for key sources.

2Governmental Budgeting and Fiscal Policy. (2023, March).
Strategic planning: GFOA recommends that governments
engage in strategic planning to provide a vision for the future
that can be used to align budgeting with organizational
priorities. Government Finance Officers Association.
https://www.gfoa.org/materials/bp-strategicplanning

3 GFOA Board. (2018, September 28). Public engagement in
the budget process: Governments should encourage effective
and well implemented public engagement budget processes.
Government Finance Officers Association. https://www.gfoa.
org/materials/public-engagement-in-the-budget-process

4 The authors acknowledge that foot-in-the-door financing is
not an original description of this kind of strategy and that
phrase has been used by many others.

SEmpty garage effect from: Teuween, B. (2010). Lean for
the public sector: The pursuit of perfection in government
services. Productivity Press.

¢ Financial Foundations for Thriving Communities originally
identified 14 institutional design principles and leadership
strategies from Elinor Ostrom’s work, which were
summarized into five broad categories or “pillars.” The
table narrows the 14 principles/strategies down to the eight
most critical. These eight, along with the short subtitles
underneath each section header, were taken from David
Sloan Wilson, author of Prosocial: Using Evolutionary Science
to Build Productive, Equitable, and Collaborative Groups. We
combined Wilson’s interpretation of Ostrom’s work with our
earlier interpretation to arrive at what appears in this paper.

7 This section inspired by: Lazenby, S. D. (2013). The human
side of budgeting. Erehwon Press.

Bibliography

Collins, F.,, Munter, P, & Finn, D. (1983). Gameplay in budgeting:
A field study. Proceedings of the American Accounting
Association 1983 Southwest Regional Meeting, Houston,
Texas, March 9-12, 1983, 70-78.

Collins, F.,, Munter, P., & Finn, D. W. (1987). The budget games
people play. The Accounting Review, LXII(1), 29-49.

Dutcher, J. (2023). “Evaluating Assertiveness, Support, and
Gameplay Patterns by California Rural County Departments
in Acquiring Budgetary Resources.” West Chester University
Doctoral Projects. 226. https://digitalcommons.wcupa.edu/
all_doctoral/226

Hofstede, G. H. (1968). The game of budget control.
Netherlands: Royal VanGorcum Ltd.

LeLoop, L. T. & Moreland, M. B. (1978). Agency strategies and
executive review: The hidden politics of budgeting. Public
Administration Review, 38(3), 232-239.

Mikesell, J. L. (2018). Fiscal administration: Analysis and
applications for the public sector (10th ed.). Boston, MA:
Cengage Learning.

Rubin, I. S. (2020). The politics of public budgeting: Getting and
spending, borrowing and balancing (9th ed.). Thousand Oaks,
CA: SAGE Publications, Inc.

Sharkansky, I. (1968). Agency requests, gubernatorial support
and budget success in state legislatures. American Political
Science Review, 62(4),1220-1231.

Thompson, J. A. (1987). Agency requests, gubernatorial
support, and budget success in state legislatures revisited.
The Journal of Politics, 49(3), 756-779.

Wildavsky, A. (1984). The politics of the budgetary process
(4th ed.). Boston, MA: Little, Brown & Company.
Wildavsky, A. (1986). Budgeting: A comparative theory

of budgetary processes (2nd ed.). New Brunswick, NJ:
Transaction, Inc.

Wildavsky, A. & Caiden, N. (2004). The new politics of the
budgetary process (5th ed.). Pearson Education, Inc.

@Ejmm(ma BUDGETING

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. Rethinking Budgeting will raise new ideas and will produce guidance for state and
local policy makers on how local government budget systems can be adapted to today’s needs.

Learn more: gfoa.org/rethinking-budgeting
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