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Lean Budgeting Paper #1 

 

 Lean has taken hold in local governments across America.  As budget director in 

Baltimore, Maryland, I introduced Lean as a way of making notoriously bureaucratic business 

processes more customer-friendly and repurposing resources from busy work to work that gets 

measurable results. 

 

 I’ve seen Lean improve client intake for job training and infant health, permit billing, fire 

and liquor inspections, invoice processing, and on and on.  I’ve also learned that Lean is more 

than a process efficiency tool; it is a way of thinking about how to solve problems of all sorts.   

 

 This is the first of a series of blogs about Lean Budgeting.  I want to explore Lean  

Budgeting from the top down.   

 

• How can Lean help cities prioritize spending to solve the big problems they are trying to 

solve, from violent crime to traffic congestion to affordable housing?   

• How can Lean help agencies develop budget proposals that demonstrate value?   

• How can Lean make the budget process less about paperwork and more about the 

essential information needed for good decisions?  

• Once the budget is adopted, how can Lean make budget monitoring and spending control 

strategic instead of stifling?   

 I just finished writing a book about budgeting.  The working title is City on the Line: 

How Baltimore Transformed its Budget to Beat the Great Recession and Deliver Outcomes, and 

it will be published in the fall by Rowman & Littlefield.   

 

The central story of the book is about leaving behind the traditional city budget process, 

which starts with the previous year’s spending and adjusts it incrementally, never really asking if 

the current allocation of dollars is optimal.  In Baltimore, we replaced the old budget process 

with a new one we called Outcome Budgeting, which starts with the city’s future goals and 

allocates funding to the services that can achieve those goals most cost-effectively. 

 

Outcome Budgeting led Baltimore to Lean, because Outcome Budgeting focuses on 

value, which we defined as: 

More Results for the Same Dollars 

 

OR 

 

The Same Results for Fewer Dollars 

 

OR, BEST OF ALL 

 

More Results for Fewer Dollars 
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 Even though Outcome Budgeting rewarded service proposals that showed a plan to 

increase value, many service managers were at a loss for how to increase the value of their 

services. 

 

 Lean gave our managers and front-line employees the tools to redesign their work, which 

increased value in at least two ways, by improving performance and freeing up capacity to 

expand services or address other areas of need.  For example, the Fire Department discovered 

that inspectors were spending two hours a day in the office that could be spent instead in the 

field.  By redeploying their time, inspectors were able to reduce customer wait times and serve 

more customers. 

 

 One piece of advice you get from Lean experts is to keep your Lean projects manageable, 

meaning that a Lean event should focus on a specific business process, or even just a part of the 

process.  The larger the scope of a project, the smaller the chance of success.  Large, complex 

processes can be handled by Lean, but they need to be broken down (or “chunked”). 

 

 In Baltimore, we heeded this advice and worked on what in the scheme of things might 

be considered small improvements across many agencies.  They were big improvements to the 

people whose frustration with waste and unhappy customers had brought them to the Idea Lab 

(where our Lean events were conducted), but far from the citywide outcomes that guide the 

budget process. 

 

 I believe that Lean’s problem-solving methods can be applied to citywide outcomes in 

order to inform budget priorities.  Let me explain. 

 

 Budget priorities should be actionable, meaning they should be more than wish lists.  Too 

often, we see cities announce that their budget priorities are: Public Safety, Healthy 

Communities, Economic Development, Affordable Housing, Cleaner Environment, 

Transportation Solutions, and so on.   

 

 Behind every priority is a problem (or problems) to be solved.  If we want to spend tax 

dollars effectively, we need to understand these problems and why they exist.  If we know the 

root causes of the problems, the budget process can be about proposing and debating solutions, 

or countermeasures. 

 

 The Lean A3 problem solving process is ideal for guiding budget decisions.  The name 

“A3” comes from the size of paper Toyota used to document the steps in the process.  A blank 

A3 sheet is shown below.  To simplify it further, think of the Plan-Do-Check-Adjust (PDCA) 

cycle. 
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The Plan step of the A3 process starts with understanding the problem and figuring out 

how to measure it.  You want to clarify where you are and where you want to go.  In Baltimore, 

one of our problems was that only 20% of household waste was being recycled, when the state 

expected the recycling rate to be 35%.  The low recycling rate was one of the reasons why only 

about 30% of residents surveyed reported being satisfied with the city’s cleanliness. 

  

Lean offers many methods for getting to the root cause of a problem.  One of them is the 

5 Whys, which is similar to how a young child learns about the world.  You just keep asking 

Why? until you run out of answers.  For the recycling problem, one line of 5 Whys inquiry might 

look something like this: 
 

Why is the city’s recycling rate so low? 

Because residents throw a lot of recyclable material into the trash. 

Why do residents throw a lot of recyclable material into the trash? 

Because they find recycling inconvenient. 

Why do they find recycling inconvenient? 

Because recycling requires separating plastic, glass, and paper. 

Why does recycling require separating plastic, glass and paper? 

Because the city doesn’t offer single stream recycling. 

Why doesn’t the city offer single stream recycling? 

Hmmm… 
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 Single stream recycling could be a countermeasure that is funded in the budget.  

Countermeasures are the “Do” part of PDCA. 

 

 Another Lean A3 method for root cause analysis is to chart the data.  When Baltimore 

charted recycling data, it learned a few important things.  First, that recycling rates are higher in 

neighborhoods with higher median household income.  Second, there are some higher income 

neighborhoods with surprisingly low recycling rates.  This data insight led to a strategy of 

targeting recycling mailers to “underperforming” neighborhoods.    

 

 Planning and Doing are only half of PDCA.  Just as they skip the Planning part, many 

cities also skip Checking to see if what they fund in the budget is working and Adjusting the 

budget based on the results. 

 

 Baltimore pioneered CitiStat, which has been copied by many other cities across the 

country.  It is a performance accountability program that gathers data and meets regularly to 

review trends and take corrective action when necessary.  Traditionally, CitiStat’s shortcomings 

have been that 1) it focuses obsessively on short-term operational metrics and ignores longer-

term outcomes, and 2) it relies heavily on performance measures, which don’t always tell us if a 

service is having an impact. 

 

 Cities should supplement stat programs with program evaluation.  Program evaluation 

provides evidence of a service’s impact on desired outcomes, using advanced research methods.  

Baltimore has partnered with the University of Chicago to test multiple recycling messages sent 

to targeted neighborhoods to find out how best to persuade residents to recycle. 

 

 The annual budget process gives us the opportunity to continuously Adjust our spending 

in line with what we learn through planning, problem solving, stat, and program evaluation.  

Successful countermeasures can be scaled up, ones that aren’t working can be quickly defunded 

and replaced with Option B (or C or D, etc.). 

 

 Lean Budgeting gets us beyond the rhetoric to zero in on the real problems we are trying 

to solve and direct resources to countermeasures that get results.  In the next post, I will keep 

exploring how to structure the budget process using Lean methods.   

 

 

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

and member of the OPS Board of Advisors 
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