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Lean Budgeting Paper #3 

 

 In the first two papers in this series, I discussed how to use Lean techniques to make better 

budget decisions.  This paper is about how to use Lean to streamline the budget process. 

 

 In my mind, the budget processes used in most governments are streamlined, but in the wrong 

way.  Traditional budgeting starts from the previous year’s spending plan – known as the “base” – and 

makes incremental adjustments depending on the revenue forecast.  When revenue falls short, agency 

budgets are cut by the same percentage across the board.  Inside agencies, the across-the-board cuts are 

passed along to services.   

 

Instead of doing the hard work of determining the value being produced by each service and 

wrestling with funding tradeoffs in pursuit of better results, traditional budgeting takes a giant shortcut.  

Time that fiscal and program managers should spend weighing service cost versus performance and 

analyzing the root causes of performance gaps is spent poring over line item budgets in search of “fat.”  

When they can’t find any fat, they “thin the soup” of service budgets, making shortsighted or phony 

reductions to meet the budget target. 

 

For me, streamlining starts from a robust, outcome-based budget process that connects 

spending to achieving long-term goals.  The steps required to produce meaningful budget proposals, 

review them, and have tough discussions about prioritizing spending should never be sacrificed in the 

name of efficiency.  That said, there are ways to eliminate waste and maximize value-added time in the 

budget process.  Here are three: 

 

1. Ditch the annual budget process.  Most governments go through the full budget process every 

year.  Smart governments budget on a two-year cycle, using the second year of the biennium 

for deeper analysis of service performance, updating the strategic plan, and doing other 

intellectual work that is impossible when budgeting becomes a year-round exercise and 

unyielding deadlines are always looming.  At least one local government I know of, Oakland 

County, Michigan, budgets on a three-year cycle. 

 

2. Focus more on results and less on line items.  Government budgets contain hundreds, 

sometimes thousands, of line items, and the level of detail can be excruciating.  Sure, the 

taxpayers deserve to know precisely how their tax dollars are spent, but that’s the job of 

accountants, not budgeteers.  What if we budgeted funds in broad, flexible categories, and 

managers were accountable for meeting performance targets within their overall service 

budgets, without having to fight with budget overlords about how much they spent on printing, 

training, or even overtime?   

 

The fear, of course, is that without tight controls, funds will be misappropriated, resulting in a 

front-page story about government waste.  Giving up control is scary, but a few common-sense 

guardrails will prevent the worst abuses.  Require budget analyst approval of large purchases, 

properly record all expenses, and audit or review spending to inform future budgets. 
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If government freed up managers to get results, we might actually see more good-news stories 

on the front page. 

 

3. Stop publishing budget books.  Virtually everyone has access to the internet nowadays, and 

online-only budget information saves money and time.  Purveyors of budget software will tell 

you that their system can produce a budget book at the touch of a button.  Don’t believe them.  

Publishing a comprehensive hard-copy budget book is extraordinarily time-wasting when the 

same information can be easily delivered via the web. 

Old school council members are a tough sell on virtual budget books, but they will have a hard 

time arguing with the savings (when you add up every hour!).  I personally prefer to flip 

through a physical budget book, but the time has come to embrace the digital age.  Done right, 

online budget information can be both more detailed and more accessible, which is a rare 

twofer. 

 

- Andrew Kleine, former Budget Director for the City of Baltimore  

and a member of the OPS Board of Advisors 
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