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any local

governments
are faking an interest
In equity in budgeting.
But what does this
mean, and how can it
be put Info practice?

With equity permeating the
national conversation, it's
important to understand
the concept for budgeting:
why it matters, how it might
realistically be applied,

and practical concerns and
challenges.

STATE DEPT./DOUG THOMPSON

WHAT IS EQUITY?

Ithelps todraw a distinction
between equity and equality.
Equality means treating all
people the same. Equal treatment
of all constituents hasbeen
alongstanding aspiration
oflocalgovernments. The
emphasis on equal treatment
arose from a desire to combat

the corruption and favoritism
thatwas prevalentinlocal
governmentin the late 1800s and
early 1900s.* Most people would
consider it wrong to distribute
local government resources
according to family background,
personal connections, or political
affiliation, butthis was oncea
common practice. The push for
equal treatment addressed this
problem by calling for everyone
toreceive the same resources.

THE BASICS OF EQUITY IN BUDGETING

Equaltreatmentisalsoa
moralimperative for some
local government services.
For example, the 14th
Amendment states thatall
people should be treated
equallyin the justice system.

Though equality is a time-
honored and important principle
in ademocratic system, itisnot
perfect. There are cases where
the principle of equity has much
to offer. Equity means people
could be treated differentlyin
the interest of giving all people
access to health, safety, and
welfare (the fundamental
purposes of local government?).
Exhibit 1 isapopular depiction
of the essential difference
between equity and equality.

Exhibit1 :: Equality versus Equity
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THE BASICS OF EQUITY IN BUDGETING

A fundamental
fension between
equality and
equIty has fo do
with fairness.

Pictured top right: School bus
drivers lead a caravan through
downtown Los Angeles to
demand that Congress and
California legislators provide
equitable funding to ensure
all students have the support
they need for distance learning
and the eventual safe return
to in-person classes.

Why is equity coming
to the forefront now?

Justas the principle of equality
gained currency in public
managementin the early 1900s
inresponse to conditions of the
time (pervasive corruption),
the principle of equity is coming
to the forefront today because

of pervasive and material
differencesin wealth, safety,
and health, particularly along
raciallines. For example, the
United States has the highest
level ofincome inequality
among the top seven largest
industrialized democracies.*
Thisistrueregardless ofrace,
but the problem is exacerbated
whenraceis takeninto account.
For example, the income gap
between Black and White people
hasremained essentially
unchanged since 1970.5 The
disparities become even more
pronounced when looking at
the wealth gap.In 2016, the net
worth of a typical White family
isalmostten timeslarger than
that of a typical Black family.®

Thisisimportant because the
United States is a democratic
country where popular support
for our system of governmentis
premised on, in no small part,
“the American Dream.” Though
thereisnouniversally accepted
definition of the American
Dream, the opportunity for
prosperity, success, and upward
mobility are part of what the
American Dream is generally
held toinclude. Education, public
safety, and essential services
provided by local government
support people’s ability to pursue
the American Dream. If people
don’'thave equitable access to
these services, it would be hard
toargue that they have equitable
access to the American Dream.

What are the practical
concerns with equity
In budgeting?

Afundamental tension between
equality and equity has to dowith
fairness. Perceptions of fairness
are essential to any decision-
making system—withoutit, the
system will likely fail.” One of the
greatadvantages of equality asan
organizing principle for budgeting
isthatit provides a simple and
straightforward definition of
fairness: everyoneis treated the
same. Equity brings a different
perspective to fairness, one thatis
more nuanced. With thisnuance
comes practical concerns about
measurement and allocation of
resources.

Forexample, let’s take another
lookatExhibit 1. Itimplies that
aslongasall the flowers make
itoverthe fence, successhas
been achieved. However, real
lifeis often not so clear. Consider
schoolsteaching children toread.
Imagine the fence represents
reading at grade level. Now
imagine that the tall flower
represents a talented and/or hard-
working child who would exceed
the standard with the given level
of support. Isitacceptable to
remove the support so that child
now onlyreaches the standard,
for the sake of giving extra
support to another child?
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Another conundrum posed by
Exhibit 1is the redistribution
ofresources. Imagine our
flowers paid taxes (local
governments can only wish).
Imagineitisaleaftax, where
some amountis paid for each
leaf. Would the taller flower

be pleased with an outcome
where it pays more in taxes yet
getsless supportand ends up
with the same amount of sun
aseveryone else? The situation
mightnotbe sodifferent with
awealthier taxpayer who feels
theyaren'tgetting adequate
value for their contributions to
thelocal government budget.
Psychological experiments
show that people who feel they
aren'tgetting an adequate
return from their participation
inasharedresource (likea
local government) willlook to
withdraw their participation.®

Finally, Exhibit 1 does not
explicitly distinguish between
equity in opportunity and equity
in outcomes. Put another way,

is equity intended to “level

the playing field” or “even the
scoreboard?” This differenceis
critical for tworeasons. First, the
type and scale of government
intervention in the community
would differ dramatically,
depending on the government'’s
goal. Second, any time
government proposes to change
the scoreboard, hard questions
about fairness may soon follow—
especially where a citizen's

own agency hasanimportant
impacton the extent to which
theyachieve the outcomein
gquestion and where government
intervention maybe seen as
overreach into private affairs.

Fortunately, there are strategies
for addressing these concerns
when applying the equitylens to
budgeting.

Applying Equity in
Budgeting

Let’s start with anillustration
of how the difference between
equity and equality might be
applied. The mobility of the
populationisimportant to
people for accessing economic
opportunities. The condition
oftheroad system supports
mobility. An equal system of
funding would fund road repair
atthe samelevelin everyarea
of the community. An equitable
system would allocate more
funding where poor road
conditions are mostimpeding
people’s access to economic
opportunity. This approach
gets everyone theroad system
mobility they need torealize
economic opportunity.

The equity principle can
help uslookeven deeper

and question if the public
budgetisbestspent onroad
repair toenhance people’s
mobility. For example, one
city found that aneighborhood
with a predominantly Black
population had higher traffic
fatalities, although the
pavement conditions were
acceptable. The budget was
therefore used for enhanced
traffic controls instead of
improving pavement quality.
Anothercity found thatina
working-class neighborhood,
peoplerelied more heavily on
the bus system to get to work.
Reachingthe busstopinthe
winter canrequire walking
through a great deal of snow.
Therefore, the city devoted
extraresources to clearing
the sidewalks of snowin
thatneighborhood. This gets
everyone the resources they
need for mobility without
making anyone worse off.

The American
Dreamisalive and
well—in Denmark

A study by the National
Bureau of Economic
Research showed
thatsocial mobilityis
greaterin countrieslike
Denmarkand Canada
thaninthe United
States.® Changesare
neededin the United
States torestore access
to opportunity.
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Could Equity Be
More Cost-Effective?

There are circumstances
where equity is actually
more cost-effective than
equality. For example,
due to the physics of
road deterioration, roads
become disproportionately
more expensive to repair
as conditions deteriorate
pastacertain point.

An equitable approach
preventsroads from
reaching the point at
which they become
disproportionately
expensive to repair.

These examples show how the
equity principle can be applied
to afew specific situations. But
how can equity be applied to
budgeting more systematically?

First, let'srecognize that
budgeting will be most effective
whenitis preceded by planning.
For example, itis along-
standing GFOA Best Practice
thatabudget should be linked
to a strategic plan.® Exhibit 2
shows a basic representation
ofaplanning framework. A
localgovernment has goals that
describe why government exists
in the first place. In Exhibit

2, we have used the goals of
health, safety and welfare

to correspond with the basic
purposes of local government,
buteachlocal government will
haveits own goals.

HEALTH

Public health,
recreation, etc.

HOW Goals Will Be Achieved

SAFETY

Public safety, Mobility,
fire prevention, etc.

Next, the exhibit shows cross-
cutting themes that describe
how the goals will be achieved.
Itincludes “cost-effectiveness”
as an example of atheme that
alllocal budgeteers should
recognize. Equitabilityis
another such theme. Exhibit 2
shows thatnot only should local
government define the goalsit
will work toward, but also that
howitachievesthose goals
matters. Itisnotenough that
some people experience health,
safety, and welfare—all people
must.

Anumber of governments have
established consensus around
goals that define why the local
government exists, often as part
of astrategic planning process.
Fewer have achieved consensus
around equity as a cross-cutting

Exhibit2 :: Equityin the Planning Framework

(WHY Local Government Exists)

WELFARE

education, etc

The Budget is \WHAT Government Funds
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theme. A thought experiment
that can help build consensus
for equityiscalled “the veil of
ignorance.” It can be used when
designing any kind of system,
such asalocalgovernment’s
budget and the public services
thatitfunds. This thought
experiment asks us to use our
imaginations to place ourselves
behind a veil of ignorance where
we know nothing of ourselves
or our positionsin society—in
other words, toimagine that

we don'tknow characteristics
like our own sex, race, income,
place of residence, and so on.
We then design the system from

behind this veil of ignorance.
When peopleimagine thatthey
don’'tknow these characteristics
about themselves, they tend
towantasystem (budget)
thatis fair, no matter what
characteristics they find
themselves with when the veil
islifted. Therefore, if we find
that people are disadvantaged
by theirrace or socioeconomic
class, we'd wanta system that
mitigates these disadvantages.!°

Afterestablishinga
consensuson the goalsand
the cross-cutting themes, the
local government can find
where there are opportunities

todobetter. This startsby
deciding how to measure the
goals. For example, if public
healthisagoal, then maternal
and child health, as measured
by percent of pre-term

births, could be a measure.
Orifmobilityisagoal, then
walkability of neighborhoods
could be ameasure.

Next, thelocal government
canchecktoseeifthereare
currentlyimportant differences
among groups on the measures.
Localgovernmentsthathave
had the most success with
equity in budgeting have found
thatitisimportant to focus
equity efforts on a few specific
groups. Race and socioeconomic
class are usually the most
relevant groupings to consider.
And geography often correlates
with race and/or socioeconomic
class. For example, perhaps
aneighborhood with poor
walkability also has lower-
income residents.

With thisinformation, a
local government can better
think about whatitmight
fund differently, viathe
budget process.

Mia Jones and her sister
Kenniya Corbett commute
from their family home in the
Deanwood neighborhood of
Northeast Washington, D.C. to
KIPP DC College Preparatory,
a public charter school near
Union Market. Their commute
via DC Metro and bus is about
an hour and 15 minutes long.
A number of "Safe Passage"
efforts are working to ensure
that children have safe routes
to and from school.

THE BASICS OF EQUITY IN BUDGETING
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THE BASICS OF EQUITY IN BUDGETING

Thisthought process can be
guided by five interlocking
principles that helplocal
governments avoid the
potential for perceptions of
unfairness and other concerns
associated with equity.

Avoid creating
zero-sum competitions.

A zero-sum competition is
where one person can only
winifanother personloses.
Exhibit 1 implies a zero-sum
competitionisinherentin
equity, but our examples of
equity in mobility show thatis
notnecessarily true.

Avoid either/or thinking
and encourage both/
and thinking. Exhibit1
and our example of children
andreading atgrade level
implied that we might have to
choose between either helping
talented/hardworking children
or disadvantaged children.
Some educators have recognized
thatthisis afalse choice, and
itis possible to supportboth
talented/hardworking children
and disadvantaged children at
the same time. For example,
personalizedlearningisa
strategy where students are
provided with contentand

Exhibit 3 :: Decomposition of Opportunities and Outcomes

ULTIMATE OUTCOME

Local government's role is indirect—to contribute

exercises thatare tailored

to their ability. “Both/and”
thinkingis more difficult than
“either/or” thinking, but there
are structured and proven ways
to encourageit.!! For example,
the earlier sidebar described
how an equitable strategy for
road repair would actually be
amore cost-effective approach
for the entire community. The
road repair example reveals
that thinking about how equity
can prevent problems from
occurringin the first place (for
example, roads deteriorating
too far) is a powerful way to
make equity a “win-win” rather
than a “win-lose” proposition.

Prosperity, Individuals Fulfilling their

to people's ability to achieve the ultimate outcome

INTERMEDIATE OUTCOME

Local government has a role, but perhaps a partial
role. Need to consider local government's limits

Students graduate

Studentsread
atgradelevel

and partnerships to help reach the outcome.

OPPORTUNITY

A clearrole for local government

Accessto
quality education

Human Potential, and a Thriving Community

Safetyofthe
transportation system

People can get to
where they need to go

Access to quality
transportation
infrastructure
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The measure
of a cvilization
s how If freats
its weakest
members.”-GANnm

Create procedural justice.
Therealityisthatnoteveryone
canget100 percent of whatthey
want from a budget. However, if
people feel the process used to
reach budget decisions was fair,
they are much more likely tobe
willing to live with the outcomes.
Procedural justice requires

that decision-makers are doing
their best to be objective, that

the processistransparent,

and that people are given the
opportunity for inputand are
taken seriously.*?

Decompose outcomes.
Earlier we described

the dichotomy between
opportunities and outcomes.
Thisisuseful conceptually
butmay be too simplistic
forthereal-lifeissues that
government faces. Itcan be
helpful to decompose outcomes
into ultimate outcomes and
intermediate outcomes, and
then consider the role for

local government. Exhibit 3
illustrates a decomposition for
education and mobility, building
on the examples we have
already explored in this paper.

Atthe bottom of Exhibit 3,

we have opportunitieslike
access to quality education and
transportation infrastructure.
Providing these services
isatraditionalrole of local
government, and alocal
government can examine
itsbudgettoseeif these
opportunities are provided to
allmembers of the community.

Aswe move up Exhibit 3, we
arrive atintermediate outcomes.
Localgovernments have arole
inintermediate outcomes too,
butsometimesthisroleis only
partial. Local governments can
doalottoinfluenceall of the
intermediate outcomes shown

in Exhibit 3. However, there are
alsothingsthatare outside ofa
local government’s control. For
example, a student’s successin
school is a product of many things,
notjust the efforts of the school
system. Local governments can
increase the chances of student
success by forming partnerships
with other organizations that
caninfluence factors thatare
outside the school’s control. For
example, if students come to
school distracted by hunger, then
they arelesslikely to succeed in
their studies. Some schools have
partnered with social service
organizations to provide “wrap
around” services to get students
ready tolearn when theyarrive
atschool by addressing food,
shelter, clothing, and other basic
needs. Thisisan example of how
equity can be putinto practice for
students from a disadvantaged
socioeconomic background.

Finally, at the top of Exhibit 3,

we have ultimate outcomes. For
instance, if students graduate
from school ready for college and/
oracareer, thentheyare better
positioned to achieve prosperity.
While success at the intermediate
outcomes increases the odds of
success in the ultimate outcomes,
itdoes notguaranteeit, sothe
local government’srole isindirect.
Whetherlocal government can

or even should attempt to playa
more directrole is questionable.

So, when local governments
consider equity in planning
and budgeting, they should
differentiate among
opportunities, intermediate
outcomes, and ultimate
outcomes. Planningand
budgeting can then focus on
where localgovernmenthas
the clearestrole, where itmay
need to form partnerships, and
whereitsroleisindirect.®
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THE BASICS OF EQUITY IN BUDGETING

Engage citizensin

the conversation.”
Exhibit 2 defined the general
role oflocal government as
promoting health, safety,

and welfare, butadeeper
purpose of local government
is to promote democratic
engagement. This means
that decisions on distribution
and redistribution of public
resources—and who decides—
should be informed by
conversations with citizens
from across the community.
Citizens don'tneed to decide
specific budgetallocations.
Butif the following
conditions exist—public
agreement among citizens
about values and community
priorities, transparencyin
the decision-making process,
and accountability for
results—then public trustand
confidence in government
canbe built. Citizens will
know their interests are being
served and their voices heard,
and public officials can be
more certain thatbudget
decisions are addressing the
highest priorities of all of

the constituencies thatlocal
government serves.

Tools for applying
equity to budgeting
Deliberations on how to

apply equity to budgeting

can alsobe greatly enhanced
by conducting a program
inventory. A useful program
inventory can be developed in
amatter of weeks.'® A program
inventory expresseslocal
government activities in units
(programs) thatare directly
relevant to how citizens
experience public services.
Forexample, instead of
focusing the budgetona
departmentlike public
works, a program inventory
identifies a program or
service that the department
provides, such asremoving
snow. The city thatrecognized
theimportance of removing
snow from the sidewalks for
the mobility of working-class
residents did so with the aid
of a program inventory. The
program inventory allows a
local government to ask: How
does a proposed expenditure
expand opportunity and
access forindividuals to

the needed government
services?'®

Evenifalocal government
doesn’'thave a program
inventory, it can still apply the
equity principle to budgeting.
Intoday’s environment, many
budgeting decisions are about
what to cut back. Spending
cuts willlikely reduce the
quality of or access to services
thatagovernmentdelivers.
Local governments should

considerif a proposed spending
cutrisks making existing
inequities worse.

Questions to ask could include:

Whatis the potential for
reduced access to services?
Thisincludes fewer places to
receive service, fewer hours

of service delivered, fewer
employees to provide a service,
and longer response times.

Whatis the potential for
reduced quality of service?
Cutswilllikely lower the quality
of service, perhaps to the point
where itnolonger meets the
public's needs.

Whereis the service
delivered, and to whom?
Servicesthataredelivered toa
specific community usually pose
the greatestrisk to exacerbating
inequities, if cut. Examples
include schools, recreation
centers, libraries, community
health centers, or emergency
medical service units.

Conclusion

Inatime of budget cuts, itis
almostinevitable thatservices
will suffer. By taking equity into
account, alocalgovernment can
reduce the pain experienced

by disadvantaged parts of the
community aswell as that
experienced by the community
asawhole. H

Shayne Kavanagh is the Senior
Manager of Research in GFOA’s
Research and Consulting Center.
Jake Kowalski is a Consultant/
Analyst in GFOA's Research and
Consulting Center.
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Questions &
Conversation Starters

We invite you to consider the
following questions about your
planning and budgeting process.
The answers can help guide you
on how to apply the equity lens
in your local government.

Aspartofyour planning
process, have you identified
goals that clearly describe why
your local government exists?
Have you described how your
budget enhances, maintains,
and supports the quality of life
of the community?

As partof your planning
process, have you established
equity as animportant
consideration in how the goals
are achieved?

Have you developed a program
inventory to give you better
insightinto what your
government does now and
whatitmight do differently

in the future?

When cutting back the
budget, are you considering
how those cuts could worsen
inequalities?

With a little help
from our Equity Team

The following members of
GFOA's Rethinking Budgeting
Project provided invaluable
help with the concepts
presented in this article:

Harpreet Hora, Budget
Manager, Roswell, Georgia

Marc Fudge, Interim-Chair,
Department of Special

Education, California State
University San Bernardino

Tammy R. Waymire,
Professor, Middle
Tennessee State University

Tara Baker, Treasurer,
City of Guelph, Ontario

Scott Huizenga, Director OMG,
City of San Antonio, Texas

Vicky Carlsen,
Finance Director, City of
Tukwila, Washington

Stephen M. Wade, Budget
and Performance Manager,
City of Topeka, Kansas

Krista Morrison, Deputy
Director of Business Operations
(Parks and Recreation),

City of Kansas City, Missouri

Amelia Merchant,
Director of Finance,
City of Roanoke, Virginia
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