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Fiscal Fluency

Made Easy

Communicating Numbers Using Insights from Behavioral Science

BY SHAYNE KAVANAGH

umbers are at the core of
apublic finance officer’s
job, and abig part of that
iscommunicating those
numbers to other people.
The challengeisthat
numbers are notafirstlanguage for
many peoplein the finance officer’s
audience. In fact, the average American
hasonly “basic” number skills (defined
as the ability to do simple calculations
and interpret simple tables and
graphs), according to the Program for
the International Assessment of Adult
Competencies.! Even so, there are
opportunities for finance officers to
communicate numbers better and, in
doingso, generate a better understanding
of and enthusiasm for savvy financial
decision-making.

Foraglimpseinto the possibilities,
consider sports fandom. You have
probably met someone who does not
have exceptional math skills yet has
considerable interestin the statistics for
their favorite player or team. They have
taken aninterestin the numbersbecause
of how the numbers are presented and
the contextin which they are presented.
Thoughlocal government finance will

likely never garner the same enthusiasm
as spectator sports, public finance
officers canharness atleastsome of the
same potential.

Psychological science provides some
insightsinto how thisis possible. The
book Making Numbers Count? by Chip
Heath and Karla Starr provides principles
for communicating numbers in a way
thatanyone can grasp. GFOA's Rethinking
Budgeting (gfoa.org/rethinking-
budgeting) initiative examined this book
toidentify the techniques with the most
potential for public finance.

WE ARE OF TWO MINDS:
THE LIMITS OF RATIONALITY

There have beenimportantadvancesin
our understanding of how the human
mind processes information inrecent
decades. Researchers have identified
twomodes of thinking that people
engagein.® The firstis “automatic”
thinking, whichis fast, unconscious,
and/or emotional. The second is
“controlled” thinking, which is slow,
conscious, effortful, and/orlogical.
Most of our thinking fallsin the first
category, “automatic,” for simple reasons
ofbiology: “controlled” thinking takes

Can you make
numbers count?

Let us know and win a trip to
the GFOA annual conference.

We want to see if public finance
officers can make numbers count
in their own governments. Share
your presentation with us, and
you might win a trip to the GFOA
Annual Conference. Check out
gfoa.org/fiscalfluency for details.
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alotof energy. Relying on automatic
thinking conserves energy—a useful
feature from times in human history when
food was much scarcer thanitis today.
However, Western culture prizes
rationality, which canlead us to
overestimateits place in human cognition.
Thiscanlead ustooverestimate people’s
ability to grasp numbers. This does not
mean we should give up on rationality;
itjustmeansthat our efforts to present
numbers mustbe mindful of the limits of
rationality and work within those limits.

THE FOUR BUILDING BLOCKS OF
BETTER COMMUNICATION

We, as people, are inherently limited in
our ability to grasp numbers. Numbers,

by themselves, are abstract concepts.
Abstractionsrequire effortful thinking.
Thisis why young children are taught to
count objects, like fingers and toes. This
malkes the numbers more concrete. The
numbers that public finance officers need
tocommunicate often go well beyond what
canbe accommodated by fingers and toes.
Large numbers can become abstract, so
their fullmeaningis not well understood.
To take one example, consider the
phenomena of “psychological numbing.”
This means that the higher anumber gets,
the less sensitive we get to that number.
Toillustrate, someone might drive from
one appliance store to another store across

town if they discover the other store
offers a sale of $10 off on a $40 toaster.
But that same person would be less likely
tomake the trip if they discovered they
could save $15on a $1,400 television.
Logically, they should make the trip. If
the tripisworth $10, thenitisalso worth
$15. But due to psychological numbing,
the difference between the sale price
and the full price doesn't feel as great

for the television. Many public finance
officers have witnessed a similar
situation when an elected body spends a
lot of energy debating a small changein
aminor budgetline item but soon after
approves a multimillion-dollar capital
projectwithminimal discussion.

The essence of dealing with
psychological numbing and other
impediments to understanding
numbers (especially large numbers)
is to take a cue from our childhoods
and transform numbers into a human
experience. We can do better than
fingers and toes, though. Making
Numbers Count suggests four basic
building blocks for transforming
numbers into a human experience:

= Translate numbers to human scale
= Help people grasp your numbers

= Catalyze action with emotional
numbers

= Build ascale model.

Most of our thinking falls in the first category, “automatic,”
for simple reasons of biology: “controlled” thinking takes

a lot of energy.

Translating numbers to human scale

Returning to sports statistics, one

of thereasons these statistics are
understandable is that they typically
focus onindividuals. For example, we
mightlookatthe individual player’s
performance over the course of agame,
like how many points a basketball player
typically scoresin a game, or how many
yards afootballrunning back gains. Some
statistics even focus on individual plays
byindividual players, like a basketball
player’s free throw shooting percentage or
arunningback’s yards per carry.

The authors of Making Numbers Count
refer to this strategy as “focusing on one
atatime.” This helps makelarge and
otherwise abstract numbers more
concrete. Research has shown that
adding even basic contextcanreduce
error rates substantially when people
need torecall facts.* A simple example
in public finance would be to use per-
capita figuresin place of grand totals. For
example, whatis the cost perresident
toadd anew public service? Another
example would be showing the impact on
the average household. Forinstance, if
we were toincrease property taxes, what
would the impactbe on the taxbillforan
average home?

Another strategy for translating
numbers to human scaleis to “favor

The sparse historical track
record of large numbers

The authors of Making Numbers Count
point out that “most languages in the
world and throughout history have names
for the numbers 1, 2, 3, 4, and 5. But after
that, the supply of numbers with names
runs dry, and the language is forced to
resort to a generic word such as ‘lots’ for
all the other numbers—from 6 and 7 on
up...." This shows that large numbers are
not instinctive to the human mind.
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user-friendly numbers.” Research has
shown that the human working memory
can hold around five to nine pieces of
information.® A single numerical digit
(suchas“2") would be one piece of
information. This is why, for example,
telephone numbers were originally
designed to be seven digitslong (seven
isinthe middle of five to nine digits).
The implication for public finance is
thatnumbers with many digits take up
more space in the audience’s working
memory, makingitdifficult for them to
follow the larger message.

The authors of Making Numbers Count
advocate “rounding with enthusiasm”
toreduce the number of digits. For
example, $3,405,892 should become
$3.4 million. This reduces a seven-digit
number to two, leaving more room in
working memory for other information.

Though numbers ofless than “1" are
notascommoninpublic finance, the
samerule applies. Percentages, for
example, are numbers of less than “1,”
and the authors of Making Numbers
Countrecommend using whole numbers
todescribe fractions, portions, and
percentages. Exhibit 1 illustrates this
concept by comparing the percentage of
total spending to the number of dollars
spentby each department for every
$10in the budget. The second column,
expressed in whole numbers, gives a
clearer and memorable sense of the
proportion of the spending undertaken
by each department. Itis true that
some precision islost, and itwould be
up tothe finance officer to determine,
in each case, ifthelossin precision is
counterbalanced by theincreasein
comprehension for a wider audience. If
the precisionisimportant, the finance
officer could still use whole numbers
by showing how much each department
spends per $100in the budget. [t would
be the same figuresin both cases (for
example, 36 percent for police versus
$36), but the whole numbers put the
figuresin amore understandable
context: percentages are an abstract
concept, butan audience canreadily
imagine having $100 and dividing it
among the departments.

Help people grasp your numbers

When we say “grasp” numbers, the use
of aphysical metaphorisnotamere

EXHIBIT 1 | USING WHOLE NUMBERS TO DESCRIBE FRACTIONS

Department Percent of spending For every $10 in the budget...
Police 36% $4
Fire 31% $3
Public Works 22% $2
Administration 1% $1

Percentages are an abstract
concept, but an audience
can readily imagine having
$100 and dividing it among
the departments.

coincidence. Tactile sensations and
involving the bodyinlearning can
greatly boost understanding.® The
authors of Making Numbers Count
citeasurvey showing thatamong 84
cultures, mostrelated their units of
measurement to part of the body.” For
example, about half of the cultures
have aunit of measurementbased on
thelength of outstretched arms (called
a “fathom” in English).

The lesson for public finance officers
istouse simple, familiar comparisons
to help people understand numbers. For

example, local government financial
concepts can be related to everyday
personal or consumer finance. You could
compare the average taxes paid per
person to a common household expense
like cable and streaming bills. Or you
could compare the price of 16 ounces
of tap water to the cost of 16 ounces of
store-bought bottled water.

Anotherreadily understood basis
of comparisonis time. The authors of
Making Numbers Count point out that we
may not know how far away our favorite
coffee shopisinmiles, but we know how
longittakestoget there in minutes. In
alocal government finance context,
figures could be compared to the amount
of staff time a given amount of money
would buy: “Thatamount of money
would be enough to pay for two full-time
patrol officers for a full year.”

The common theme of these examples
is torelate numbers to common things
and experiencesin everydaylife.
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Catalyzing action with emotional
numbers

Sometimes a finance officer needs to
inspire actionin others, and they may
need to use numbers to make the case—
butactions are more likely to be spurred
by emotion thanlogic. The finance
officer can fuse the logic of numbers
with a presentation thatengagesthe
emotional (“automatic”) part of our
thinking. Making Numbers Count
provides many potential techniques,
but before we review some of them, we
should recognize that catalyzing action
with emotional numbers poses arisk of
treadinginto ethical gray areas. Thisis
because using emotion in a presentation
could be perceived as manipulative if
emotion is used inappropriately.

The foundational technique for
catalyzing action with emotional
numbersistouse a vivid comparison
torelate the number to some other
experience thatloomslargein the
minds of the audience. After the
2008 Great Recession, some creative
public finance officers would compare
potential new revenue problems to
what the local government experienced
during the Great Recession. This
provided a visceral sense of the scale of
response thatmightberequired.

Another foundational techniqueis
tosubvertthe audience’s expectations
byintroducing an element of the
unexpected. Making Numbers Count
suggests “category jumping,” which
means to pull the number out of the
category the audience normally
associatesitwithand putitinanew,
unexpected context. Imagine a city
government thatruns a water and sewer
utility. The utility is quite large and has
abudget thatis comparable in size to
the government’s general fund, but the
utility tends to fade into the background
during budget discussions. The finance
officer believes that the elected leaders
should exercise greater oversight of
the utilities’ financial performance
toensure their ongoing viability. The
finance officer could point out that if
the utilities were (in theory) their own
government, they would have a budget
equal to thecity's general fund. This
unexpected way of thinking about the
utilities would help highlight their
considerable budget.

Another way to subvert expectations
isto establish a pattern and then break
it. Imagine thata survey shows that
around 40 percent of a city’sresidents
thinkthey are getting good value for
their tax dollars from city government.
By itself, that might not mean much
and could be dismissed with a bromide
like: “Well, people justdon’tlike paying
taxes.” However, real-life surveys show
that cities often have higherlevels of
satisfaction, which doesn'tbode well
for our hypothetical city’s ongoing
relationship with its taxpayers.® To help
drive the pointhome, the finance officer
could share theresults from nearby cities
with more average levels of resident
satisfaction and then highlight their
own city’s score: “Six of tenresidentsin
the City of X are satisfied with the value
they getfor the taxes they pay tothe
municipal government. For the City of Y,
itisaboutseven of tenresidents. In the
City of Z, itis also seven of ten residents.
Butin our city, only four of ten residents
are satisfied with the value of their tax
dollars...orless than half.” A pattern of
about 60 to 70 percent satisfaction is
established with the first three cities,
and then our hypothetical city’'s more
concerning score breaks the pattern.

Arelated techniqueis to highlight
“incomparables,” or to show how
the number of interestisradically
different from what could be reasonable
comparisons. An example in public
finance could be therate of increase in
expenditures. Ahighrate ofincrease
could make an object of expenditures of
moderate size grow to an unmanageable
size quickly. Imagine the elected board is
looking at several expenditure categories
of comparable size. One of them has been
growing so quickly over the past number
of yearsthat, if the trend persists, that
expenditure category will become much
larger and stress the budget. The finance
officer could shift the focus away
from the absolute size of the spending
categories (whichis comparable) and
put the focus toward the rate of growth
(whichisincomparable).

Animportant techniqueis tomake
the number personal to the audience.
Imagine arecession is comingand
the finance officeris forecastinga
decline inrevenue. The finance officer
recommends slowing down hiring
and freezing hiring for nonessential
positions to prepare for a time of lower
revenues. Because there hasn't been a
conventional recession in some time,®

The foundational technique for catalyzing action with
emotional numbers is to use a vivid comparison to
relate the number to some other experience that looms
large in the minds of the audience.
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department heads can't appreciate the
gravity of the situation and don't want
tochangehiring practices. The finance
officer could point out the number of
employees each department would have
tolay offif they continued hiring as
they have been and ifrevenues decline
asmuch as the finance officer thinks
they might. The finance officer could
then askeach department head to think
about who they would lay off. Thus,

an abstract problem (future revenue
decline) becomes a personal concern for
the departmentheads.

Another way to make the number
personal would be to help people touch
and feel the things that public money
accomplishes. For example, the City of
Decatur, Georgia, held an event where
people could visit a fire station and see
the equipment; and the city also included
information about how the public’s tax
money paid for the equipment.

Finally, numbers can be shown as
aprocess thatevolves over time. For
example, imagine thatalarge school
district hasnot been keeping up on the
maintenance of its school buildings,
resultingin emergency repair costs. At
amonthly managementmeeting, the
finance officer could point out the cost

ofthe unscheduled repairs that will be
incurred, if past trends hold, between
now and the nextmeeting. A similar
exampleistohighlight the cost of the
unnecessary/unproductive meeting by
addingup the cost of the staff time spent
inthemeeting.

Build a scale model

If youwere told ahouseis 1,600 square
feet, youmight have trouble envisioning
how large thatis. However, if you

were shown a floor plan, it would be
much easier. Not only do scale models
communicate well, but people also find
theminherentlyinteresting. Consider
thatmaps and globes are often used as
decoration, without any use for real-life
navigation.

Maybe the best example of scale
modelsin public finance is combining
financial information with geospatial
information. Unlike most private
firms or nonprofit organizations,
local governments are firmly rooted
toadefined geographical area.
Thismeans some aspects oflocal
government finance are best understood
geospatially. The GFOA report, The Root
of Local Government Revenue, provides
several examples.® To take one example,

EXHIBIT 2 | PROPERTY TAX PER ACRE FOR DURANGO, COLORADO

Downtown Durangog—\

North Durango

Graphic courtesy of Urban3

South Durango

Exhibit 2 shows property tax per acrein
neighborhoods of the City of Durango,
Colorado. Muchlike abar chart, the
higheran areaisraised on the map, the
more revenue per acre it produces. We
see on thismap that the downtown area
produces more property tax per acre
than other areas of Durango. Thisis due
to the density and quality of buildings
found in the downtown area. It makes
the point that the local governments of
Durango should be mindful of how land
isused, asithasimportantimplications
for thelocal government's ability to
fund public services.

MAKING NUMBERS COUNT IN
PUBLIC FINANCE

Inthissection, we will show how the
building blocks of Making Numbers
Count could be applied to common
communication challenges faced by
public finance officers. Before we jump
into the examples, we will note that
applying the ideas of Making Numbers
Countwill require more effort and
creativity than conventional tables
and graphs. Therefore, we are not
suggesting that you apply these ideas
to every number you present. Rather,
theseideas can be applied to situations
where the juice is worth the squeeze,
like high-profile, weighty issues the
audience especially needs to grasp.

Challenge:
Describing the value of government

Government services have peculiar
characteristics that make it difficult
forindividuals to appreciate the value
theyare getting from the service.!!
Forinstance, itis easy to appreciate
the value one would get from buying
groceries butmore difficultto
appreciate the value of paying for
police, fire, and emergency medical
services for community safety.

A solution could be to compare the
value of government to the value ofa
consumer good. For example, the City of
San Mateo, California, provides public
safety, public works, library, parks and
recreation, and city administration
services. (See Exhibit 3.) The general
government operating budgetis about
$170million. The city serves 103,779
peoplelivingin 40,233 households,
anditalsohas sizable non-residential
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EXHIBIT 3 | (RE)CONSIDERING THE OPERATING BUDGET

Consider the City of San Mateo’s General Governmental Operating Budget

$170 = 40K = $260

MILLION ANNUAL
OPERATING BUDGET

PAYS FOR PUBLIC

2 6 0 SAFETY, PUBLIC WORKS,
LIBRARY, PARKS/
RECREATION, AND MORE

HOUSEHOLDS
IN SAN MATEO

PER HOUSEHOLD
PER MONTH

oL ; VS TO MAKE THIS NUMBER CONCRETE,

constituency, equal to about 25 percent
of the property taxbase. So, a single
household’s share of the operating budget,
after deducting the share of commercial
properties, comes to around $3,200
annually, or about $260 per month. This
figureincludes more than property taxes
and sales taxes;itincludes all financial
contributions that households make
tothe city government (for example,
taxes, fees, and more). We could then
compare this to other kinds of “operating
expenditures” that households make.
Let's take entertainment. According
tothe U.S. Bureau of Labor Statistics,
households spend about $300 per month
onentertainment. So, the total financial
contribution for essential serviceslike
public safety, transportation system
maintenance, parks, and building safety
regulationsisless than whatistypically
spenton television/streaming, video
games, movie/concert tickets, and related
expenditures.

Sometimes the value of governmentis
harder to measure because the benefits
seem less tangible than the benefits a
consumer gets from buying a private good.
Fortunately, there are many strategies to
help with this problem.? First, check to
see who has tried to measure the value

WE CAN COMPARE IT TO COMMON
HOUSEHOLD EXPENDITURES...

SUCH AS THE AVERAGE
HOUSEHOLD MONTHLY

ENTERTAINMENT BILL

of that public service before. Especially
with the availability of large language
model artificialintelligence (such as
ChatGPT), itshould be easy to find out
how other people have defined the value
of public services in the past. Next, you
mightimagine whatlife would be like
without public service. What would the
observable differences be in the world?
Ifthereis any observable difference,
thenitis potentially measurable.
Finally, it can help to break down the
problem into component parts and think
about the smaller components rather
thaneverythingatonce.

Let's apply these ideas to the problem
of central sewer services. It mightbe
difficult to communicate the monetary
value of sewers because thereisno
obvious private-sector analogue. For
example, one does not have to make much
ofaconceptual leap to compare tap water
purchased from a water utility to bottled
water from a grocery store. With sewer, it
isnotsoeasy.

We could start with a query to ChatGPT
tonail down some of the benefits of
central sewerage. ChatGPT returned nine
and, following our principle of breaking a
problem into component parts, we'll focus
on justone: public health/sanitation.

Itisnothard toimagine life without
central sewers; that's howlife was
in the United States until the early
1900s. We can alsolook to see who
else has measured the impact of
sewers on public health. ChatGPT
points us toa 2006 study show that the
implementation of central sewersin the
United Statesresulted inanincreasein
life expectancy of about 30 percent—or
about 10 years. Living 10 years longer is
something that might be easy for people
to appreciate.

We might be able to make the example
even better by comparing the cost of
sewer to another source of increased
life expectancy: modern medicine.
According to ChatGPT, astudy from
the Journal of American Medicine
showed that medical advancements
such as antibiotics, vaccinations,
and improvements in cardiovascular
disease treatment accounted for
approximately a five-yearincrease in
life expectancyin the United States
between 1960 and 2010. ChatGPT tells
us that the average monthly premium
foranindividual health insurance
planwas $456in 2020. This could be
compared to the typical bill for sewer
utilities (which was around $70 on
average across the United States). That's
apretty good deal! Ten years of extra life
for $70 compared to five years for $450!

There are many possibilities. For
example, many sewer utilities convert
used water suppliesinto fertilizer thatis
sold to commercial users in the region.
Perhaps those sales could be translated
to perratepayer revenue and consequent
reduction in sewer bills. This could then
be compared to dividends available by
investingin a private company.

Challenge:
Justifying growth in the budget

Stakeholders may have difficulty
understanding why costs are going up—
and the need to pay for those costs. This
challenge could be particularly germane
torapidly growing communities, but
inflation also puts upward pressures
onthebudgetthat mightneed an
explanation.

One strategy would be to show how
failing toaccommodate growthin

ILLUSTRATIONS BY JUSTIN CARMIEN
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the budget would lead to diminished
public services. An easily understood
example is class sizesin public schools.
For example: “If we don'tincrease the
budget to account for a growing school-
age population, class sizes will rise from
25 kids per classroom to 30. Putanother
way, for every five kids that werein a
classbefore, there would be six.” Perhaps
acity government could explain the
need to expand roadways in a growing
community thisway: “Nowadays, there
are three cars on our roads for every

two there were before. Asaresult, the
average commute time hasincreased
by 15 minutes one way. Thatis equal to
spending 2.5 more hours commuting a
week, if you work a five-day work week.”

Inflationary pressures could be
illustrated in a similar way but might
focuson areas of the budget thatare
susceptible to inflation—the cost of fuel,
forinstance. A county’s finance officer
mightpointout thatan annualized ten
percentincrease in fuel costs means
the county would lose the ability to put
one out of every ten sheriffs’ carson the
road unless the budgetisincreased to
compensate.

Budget growth needs to be paid for
somehow. If tax or rate increases are
being considered, the finance officer
could take inspiration from our
discussion of value and compare
theincreased cost per household for
government services and what thatis
paying for, and the increased cost per
household for common consumer items.
For example, perhapsif the audience
appreciates that the cost of agallon of gas
atthe pumpisgoingup, it will be easier
for them to understand that the cost of

busing children to schoolis also going up.

The essence of dealing with psychological numbing and
other impediments to understanding numbers is to take
a cue from our childhoods and transform numbers into

a human experience.

Challenge:
Describing the absolute size of the budget

Challenge:
Encouraging efficiency and cost avoidance

Regardless of any increases, the local
government budget commands a
significantamount of money. People
may have difficulty understanding
howlarge of an operation the local
governmentis. One possibility might
be to compare the total revenue of local
government to that of notable local
businesses: “If ourlocal government
were a private company with the same
revenues we have today, we'd be a bigger
businessthanfirms X, Y, orZ.” Another
possibility might be comparing it to
multiples of a single firm that people
know well: “If ourlocal government
were a private business with the
same revenues we have today, we'd
be the equivalent of three Firm Xs.”
Another common problem is
describing therelative spending on
differentdepartments within the
government. Acommon solution is the
classic pie chart. Pie charts are subject
toasurprisingamount of criticism from
graphic design experts,' though we
might take inspiration from pie charts to
come up with a better solution. Imagine
the audience is the city council. They
are likely familiar with the layout of
cityhall. The finance officer could
askthem toimagine the floor plan of
city hall asthe equivalent of the entire
budgetand then apportion (imaginary)
floor space to each area of spending
according to the number of dollars
spent. The same idea could be applied
to the council chambers, with floor
space in the chambers apportioned to
spending areas. Thismight even allow
the audience to physically walk through
the spending proportions. Or council
members could be given actual coins,
and they would physically categorize
the coinsinto the departments.

Efficiency and costavoidance are
generally good things but often not
very exciting. Imagine the local
government has the opportunity to
take some cost-saving measures, and
the finance officer wishes toraise
the profile of the opportunity.

They could express the potential
savingsin person hours made available.
The presentation would be more effective
if the person’s hours could be translated
into some other activity that the audience
would find valuable. For example: “This
projectis estimated to save $30,000 a
yearin the public works department,
whichisthe equivalent of 20 hours a week
for a public works maintenance worker.
Those are hours that could be used, for
example, by the graffitiremoval program
toimprove ourresponse to graffiti to two
daysinstead of three.” This example
alsoreminds us to be mindful of the
risks and ethical gray areas of Making
Numbers Count. For example, ifitisnot
realistic that the saved hours could be
used to accomplish graffiti removal (or
whatever taskis of interest), then it would
be unethical toimply that they could.

Challenge:
Communicating the burden of debt

Capital asset financing poses not just
the communication problem of the big
dollar amounts involved butalso the long
timeframe over which the debtused to
purchase the assetis paid back (30 years
isnotuncommon).

One common communication challenge
isthe cost of anew asset to taxpayers.
A communication strategy might be
one that brings costs to the individual
level and to anear-term time scale. For
example, what might the equivalent costs
on adaily or monthly basis be? Could that
be compared to some otherrelevant cost?

AUGUST 2023
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Let's take an example from the City
of San Mateo. The city issued a general
obligation bond to finance the cost of
itsmainlibrary. The total principal and
interestis $2 million per year, or about
$37 per year per household, or $15 per
year per person in San Mateo, after
considering the tax contributions from
non-residential properties in the city.
These figures could then be compared
to other costs that citizens incur for
reading. (See Exhibit4.) For example,
according to the Bureau of Labor
Statistics, households spend about
$110peryearonreading materials,
and alibrary seems like areasonable
investment by that measure. However,
“amount spent on reading materials”
may still be rather abstract. We could
breakthe costs down to per-month
spending for the library bond, whichis
$3.10 per household, or about $1.20 per
person. This could then be compared
tothe cost of buying the latest New
York Times best-seller or some other
popular book. For example, The DaVinci
Codeis one of the best-selling books
inthelast20 years, and youcanbuya
copy for about $7. Let'sassume it would
take amonth toread The DaVinci Code.
Forafraction of the cost of the book,
you could build alibrary that would
give you access to everynovel written
by the author of The DaVinci Code. Of
course, this saysnothing of the many
other services the San Mateolibrary
offers, from technology services (for
example, borrowing a tablet computer)
to assistance with filing federal
income taxes. And our example could
incorporate these services as well.

Inanother example, the annual
debt service for school buildings at
Palm Beach County Public Schools
is $177 million (see Exhibit5.) The
adult populationin the public school
boundariesis 1.2 million. This equates
to $98 per adult, or about $8 per month.
Mostadult Americans consume at least
some coffee, and most consume two or
more cups each day. Whether buying
from coffee shops or making coffee at
home, most Americans spend at least
$10 a month on coffee.'* Therefore,
the cost of the average adult’'s monthly
coffee (atleast $10) ismore than enough
to pay for their monthly share oflocal
school building construction.

EXHIBIT 4 | COMPARISONS THAT HELP EXPLAIN THE COST OF A LIBRARY

Consider San Mateo’s General Obligation Bond to Finance the Cost of its Main Library

Lt COMPARE THE $37 TO THE
PN AVERAGE HOUSEHOLD
P T ANNUAL SPENDING ON
\ READING MATERIALS!
1 < e

o — $37 g $110

WITH INTEREST PER HOUSEHOLD PER HOUSEHOLD
PER YEAR PER YEAR

Or Consider it By Month

A BEST-SELLING PAPERBACK VS

MIGHT COST AROUND $7 AND
TAKE ABOUT A MONTH TO READ

Another option would be to show what
adebtrepayment stream would add to the
average tax bill—or to compare the added
costtothe typical monthly mortgage
orrent, with theidea thathousingand
public assets are both kinds of “capital
spending” acommunity requires.

Challenge:
Communicating insignificance

Up tonow, we have considered the
challenges of communicating important
issues. But sometimes, public finance
officers have the opposite problem,
inwhich asmall, insignificantissue
becomes a distraction. Of course,
sometimesissuesthatdon’'thave big
financialimplications do have big
cultural, moral, or other implications
thatare not easily quantified—we are
notsuggesting that the finance officer
dismiss these issues as a distraction.
But there are cases where anissue thatis
truly insignificant consumes time and
attention for no good reason. For example,
atone city, which hasa $250 million
operating budget, the council would
spend an inordinate amount of their (and
the staff's) time each year debatinga
$10,000 contribution to a local nonprofit.
In caseslike this, the finance officer has

PER HOUSEHOLD
o PER MONTH

——
=

HOWEVER, THE MONTHLY HOUSEHOLD
COST TO BUILD THE PUBLIC LIBRARY
IS AFRACTION OF THAT AMOUNT

good cause toredirect the conversation to
something more important.

Thisis agood opportunity to translate
money to time: “The amount we are
discussingis the equivalent to two months
of asingle patrol officer's time. In the
meantime, we have anotherissue on the
agenda thatisthe equivalent of the time of
six patrol officers—for an entire year each.”

THE ETHICS OF MAKING
NUMBERS COUNT

Using more “creative” presentations of
numbers does expose the finance officer
torisk, especiallyif the presentation is
designed to have an emotional impact. For
example, a presentation could be seen as
misleading or manipulative. Theserisks
canbe managed, though.

The first pointis to avoid misrepresen-
tation. Intentional misrepresentation is
obviously unethical, but numbers can
be presented in ways thatintroduce
unintentional misrepresentation. For
example, imagine agovernmenthasa
large, unfunded, accumulated sickleave
liability, and employees are paid their
unused balance when they retire. To
communicate the size of the liability, a
well-meaning finance officer compares
the size of the liability to the number
of additional teachers, police officers,
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firefighters, and more, who could be hired
with thatmoney (asin, total size ofliability
divided by average salary of a teacher).
There are a few problems with this
demonstration. First, if the liability were
wiped away tomorrow, the government
would not then have access tonew funds to
hire the additional staff. Second, a liability
like accumulated sickleave is paid out over
time (not everyone will retire this year).
This means the time value of money must
be considered.*® So, the currentburden
theliability places on the budgetisless
than simply adding up the value of the
currentamount of unused time. Finance
officers can test presentations with trusted
colleagues and ask them to play devil's
advocate and look for ways in which a
creative presentation could be misleading.
For the second point, we turn to the role
of emotion in presentations. The finance
officerrelies primarily onlogical reasoning
and areputation for trustworthy analysis
togettheir message across. Emotion,
though, isa tool that a finance officer
may need touse attimes. Emotionisan
important part of how people understand
the world around them. The finance officer
can evaluate the ethics of an opportunity
touse emotional communication by
considering the following questions:®

= Doesthe communication make a useful
contribution to the discussion about
public finance? For example, does it help
illustrate the gravity of a decision? Or
doesithelp people better understand
issues of sound public finance?

= Doesthe communication help move the
decision process forward? For example,
doesithelp highlight trade-offs or better
engage people in the discussion?

= Isthe communication consistent with
afairand accurate presentation of the
underlying data? Isit consistent with
the finance officer's own code of ethics?
(See gfoa.org/ethics.)

Forexample, WaterOne, a water utility near
Kansas City, Kansas, was concerned about
the affordability of water for low-income
households. To better emphasize what the
cost of water means to the individual, they
began showing their board what portion

of anindividual's disposable income is
consumed by water charges. This helped
betterillustrate the importance of the
issue for low-income households as well
as provided a better basis for discussing
options WaterOne might have to help
low-income households. It was alsoan
accurate representation of WaterOne's fee
structures.

EXHIBIT 5 | COMPARISONS THAT HELP EXPLAIN THE COST OF SCHOOLS

Consider the Debt Service for School Buildings at Palm Beach Public County Public Schools
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THEN COMPARE THE $8 TO THE AVERAGE ADULT’S MONTHLY COFFEE EXPENDITURE:
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CONCLUSION

Numbers and the communication of
numbers are essential to the role of the
public finance officer. Ultimately, though,
the finance officer’srole is to help other
public officials make better decisions
and to provide assurances to the public
thattaxmoney is being used wisely.
Butif public officials or citizens can't
understand the numbers, the finance
officer will not succeed. The strategies
presented in this article can help
finance officers create the fiscal fluency
necessary for good conversations about
public finance and good decisions.
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Consulting Center.
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