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% of cities better/less able to meet citizen needs
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How have overall economic and fiscal
conditions change over the last year?

Improved
7%

No Change

18%

Worsened
75%

Source: National League of Cities: 2010 State of America’s Cities.



® /1% have cut personnel.

® 68% have delayed or cancelled capital
projects

® 35% have mandated across the board cuts

® 52% expect service levels to continue to
decrease

Source: National League of Cities: 2010 State of America’s Cities.



® The effects of the Great Recession on local
budgets will be felt most deeply from 2010 to
2012.

® L ocal government job losses in the current
and next fiscal years will approach 500,000,
with public safety, public works, public health,
social services and parks and recreation
hardest hit by the cutbacks.

Source: Study conducted by the National League of Cities (NLC), National Association
of Counties (NACo0), and the U.S. Conference of Mayors (USCM)
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Our current approach is
not sustainable



Arizona Across the Board Cuts

® Every department faced budget cuts

® Arizona Department of Revenue was forced
to cut $25.6 Million

® Lay-offs of 115 auditors and 93 collectors

Revenue Estimates

collectors bring in $800,000
auditors bring in $400,000

the state missed out on more than $100 million
IN tax collections last year unoficial estimate)
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Che Mevcury News

Across the Board Cuts Address $14.5
Billion Shortfall

California Governor’s Office:

®“Across-the-board approach
spreads reductions as evenly as
possible so no single program
gets singled out.”



Cut 10% off of monthly expenses

10% Priority-Based
Mortgage $1,500 $1,500
Car $500 $500
Insurance $350 $315 $350
Groceries $200 $180 $200
Utilities $100 $90 $100
Cable TV $120 $108 50
Netfix @ $10 $9 0
Entertainment $500 $450 252
Total $3,280| $2,952 | $2,952
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Recent Study of citizen
preferences

® 2 out of 3 residents surveyed said that state
government could spend less and still provide
the same level of service. Think cuts of 10-
20% are appropriate

® 63 to /1% say they would be willing to to pay
higher taxes to keep essential services such
as K-12 schools at current funding levels
57% would be willing to pay more for health
and human services

Source: Pew Center on the States and Public Policy Institute of California o



What 1s needed

® Look at our services with the eyes of a citizen
® Determine priorities

® Evaluate the results of each program/service
® How well does each contribute to desired results

® Funding is tied to results
® Reach outside our bureau/ department box

® Prioritize!
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BFO Is Different




What is Budgeting for
Qutcomes?

® BFO is a step-by-step budget development process
that begins with a small number of community-
based priorities

® Governments to align programs and funding with
those priorities

® Budgets are prepared based on priority area, not
department

® Departments are able to communicate results and
are ultimately accountable for those results

18



Traditional Budgeting vs. BFO

Traditional Budgeting BFO

Biﬁins Last year’'s budget Community priorities
WI
Focuson | Cost of services Value of services
Srganized Department Priority
y
Issues Owned by departments | Departments cooperate
to solve
Encourages | | ow risk, same as

before approach

New ideas, innovations,
Improvement
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Budget Roles Change

Traditional Budgeting BFO

Pepariments | Build up costs, make Link expenditures to
cuts hard results and priorities

Analysts | Find unnecessary costs | Improve service links

cE)If?if;tizﬁs Cut costs or raise taxes Choc_)se services_ t_hat
GET BLAMED! provide results citizens

are willing to pay for

Citizens Rally behind special Help determine priorities
Interests

Driving Be fair, avoid pain Get the best results that

force

match priorites 2




Quotes from BFO Governments

“By and large, most people distrust the
traditional budget process, so people distrust the
final product. Priority Driven Budgeting moves us
from arguing about the validity of the budget to
talking about priorities... The nature of our
budget debate changed to outcomes.”

- Roger Neumaier, Snohomish County, Washington
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Quotes from BFO Governments

“BFO opens up the organization and opens up
lines of communication. It's an opportunity to
educate everyone from line staff personnel to
the CEO...It also forces difficult conversations
that incremental budgeting doesn't.”

- Stefani Conley, Mesa County, Colorado
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The BFO Process




Typical BFO Process

® Establish “Price of Government”
® |dentify Priorities
® Assign Dollars (as a %) to Priorities

® |dentify Results
® Create results teams
® Prepare “request for results”

nvite Offers from “Sellers”
nitial Ranking of Offers
Decide What to “Buy”/ Fund

Finalize and Communicate
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Step 1: Setting the Price of
Government

® |ong-term financial planning
® Citizen feedback

® Over the past 50 years

® About $0.35 for every $1.00 of income

® $.20 for federal government
® $.08 for state
® $.07 for local

® Definition:

® ALL taxes, fees and charges paid by citizens for
government services, including all funds

25



Simple Example:

® Budgeting for Outcomes with your family’s
budget

® Annual Income $100,000

26



Step 2: Identifying Priorities

® Ask your citizens
® Surveys
® Focus groups

® Build on existing work
® Vision or priority statements
® Strategic plans
® EXxisting budget priorities
® Elected leaders make the final decisions
® Need a formal identification of priorities

27



| want to live in a city that
encourages & supports
appropriate economic growth
that creates jobs, expands city
revenue and improves
neighborhoods and
commercial corridors

| want to be safe and feel
safe from crime, fire and
other hazards anywhere in
the City

| want to live in a community
that reduces poverty by
empowering motivated
people to become
economically self-sufficient

| want to live in a city of
strong and vibrant
neighborhoods that are
clean, safe, and
encourage a sense of

Savannah community

will be a safe
environmentally healthy
and economically
thriving

| want a fiscally responsible, community for all its

accessible and responsive citizens
government that maximizes
use of public resources for
services | need

| want to live in a community that
provides recreational and cultural
opportunities that will keep my
mind and body active and that
recognize the diversity of its
citizens

| want to live in a community
that promotes health
through good infrastructure
(e.g., water, sewer) while
preserving the environment
for future generations

Budget Priorities



- Mesa County Priorities

| want Mesa County to manage
and preserve public resources.

Continue to efficiently and effectively protect and
manage all public resources

Mission Statement
In partnership with citizens,

quality of life by effectively

- R
| want Mesa County to have a

Variety of industries that will
_promote a healthy economy. )

Slogan

Ve

~

Promote economic vitality in Mesa County

of opportunities for all residents
with a focus on the future.

| want plans and infrastructure that
maintain quality of life
in the face of rapid growth.

[ Create well-planned and developed communities ]

-

| want to feel safe anytime,

anywhere in Mesa County.
-

Ve

Mesa County will maintain and enhance
providing community services that

ensure public health, safety, and well
being in a transparent and equitable way.

Mesa County—Creating a community

Continue to promote and protect public safety]

| want a community where
citizens of all ages can be
healthy and successful.

Continue to promote and protect public
health and the success of all citizens.

MESA




Home Example: Priorities

® Housing

® Transportation
® Health

® Fun

® Savings

30



Step 3: Allocating funds

How much is each priority worth?

What are their relative values?

® This is not cost question (the old budget game)
® [t's a value judgment, not science

Citizen input valuable, not determinative

Two conditions will be true:
® Total has to add to 100%
® and that will not be enough

Remember, priorities are different than
departments

Keep it flexible!
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Asuza: Pricing its Priorities

Outcome Goals

Improved economic vitality 9%
A safer community 30%
Better cultural, recreational, and learning 10%
opportunities.

A healthier environment 13%
Improved neighborhoods 8%
Improved mobility 10%

Improved efficiency and customer focus 18%

32



Home Example: Priorities

® Housing (40%)

® Transportation (15%)
® Health (25%)

® Fun (10%)

® Savings (10%)

33



Step 4. Creating Requests for
Results

”

® Establish Results Teams as “Buying Agents
® Wear “citizen’s hat”
® Best and brightest insiders plus some outsiders
® Cross departmental representation
® Challenge the status quo
® Encourage innovation and new ideas

® Request for Result for each priority
® Cause-and-effect map
® Indicators
® Purchasing strategies

® The RFRs then turn into the budget instructions

34



Typical BFO Structure

City Councill

City Manager

Steering Team

Process Support
Team

Results Team 1 Results Team 2 Results Team 3 Results Team n
35




Snohom

County

%

Transportation Results Team Strategy Map

Get There!

Indicators of Success

Minimize delays
caused by improper
road use through
education/
enforcement, timely
response, improved
access, and by
increasing
coordination between
agencies to identify
high nisk areas

Driver Behaviors
& Enforcement

Incident Response

Padestrian Road Safety

Facilities Minimized wait times

Reduction in hazardous
conditions

Improved road system
quality and capacity

Improve

raffic & Condition
Investigations

s ~

Optimize the capacity
and useful life of
existing roads with
traffic engineering,
signalfalert
technology, improved
signage, proactive
road/drainage
maintenance and
construction, quick
emergency repairs,
with minimal road/
bnidge closures

. J

Flow & Signal
Control

Signage and
Alternate Routing
Routine Road
Maintenance
Repair Response

Pavement &
Inventory Mgmt.

Manage,
Maintain &
Construct
Roads

Result:

Reasonable and

-

Plan to support land
usa patterns, travel
forecasts, and during
development reviews;
work closely with
state, cities, major
employers; reduce
hazards, road failures,
and liabilities;
coordinate funding,
grants, alternatives;
add capacity, routes
and connections.
| T S———

Predictable Travel
Times

Lane Capacity &
Connectivity

Growth
Management
Junsdictional
Coordination

Risk Avoidance

Leveraged
Funding

Plan to Avoid
Delays

Measurements

Traffic investigation
resolution time

Reduce demand
through alternative
development:
extended service
hours, education, car/
van-pools, HOV's,
mass transit,

ml
=

Response time for
maintenance requests

Signs maintainediplaced
Traffic collision rate
Road miles at failure rate

Peak Hour Trip
Reduction

Mass Transit

! Encourage
Supportive

Alternatives

_ Vehicle occupancy
Pedestrian and

incentives, walk/bike
A -

Bike Routas Arterial Units in Arrears

Intersection wait time

Roads not meeting LOS
standards



NEIGHBORHOQD VITALITY STRATEGY MAP

“| want to live in a city of strong and vibrant neighborhoods that are clean, safe, and encourage a sense

of community.”

= (Obtainable Housing , . .
» Compatible Design : IS]aﬂ:[ Ac::j&;smlt!: tl?edestnan Friendly
= Well Maintained Structures ATKS and Recreation

- =  Development Standards

Home Ownership

QOpen Space / Public
Realm Development

Attractive L "'“;“'gj:"““d
Neighborhood

Indicators
Increased homeownership rates «  Educated and Informed

= Clean and Maintained - : S
\ *  |ncreased neighborhood participation levels . . :
Zoning and Land Use = Improved private and public proparty conditions MNeighbor to Meighbor Interaction
=  Reduced vacant lots and dilapidated struciures




1. Purchasing Strategy #1 - \We are looking for offers that encourage and support Prevenition, and are proac-
tiwa, not just responsive to safety concerns. Specifically offers forthat:

a’ Provide a safa anvironment twell-it buildings, streets, parking lots, safe design and inspaction of facilities,
clean well kapt non-residential arsas, wsible presanca of safaty parsannel, flood contral, fire pravention)

bl Provide programs/initiatives that influenca driver behavior to promata responsible driving
¢} Prevention programs to reduce crime

d) Provide programs for youth invalvament

e} Prevention programs to raduce high risk bshaviors or incidents

f1 Pragrams that enhance people’s fzaling of safety

. Purchasing Strategy #2 - \We are loaking for offers that encourage and support Responsiveness to acci-
dents, crimes, fires, Emergency medical services (EMS) and utility emergencies. Specifically offers forithat:

ai Provide for well-equipped, trained, canng responsa teams
b Promote coordination and resporse by appropriate agencies
¢} Provide for prompt restoration of services in emergancy situations

d) Provide flexible, cost efficient, responses to developing community safety issues bafore they bacome
significant problems

. Purchasing Strategy # 3 - Wa are looking for offers that encourage and support Flanning and Prepared-
ress, enabling us to b2 forward thinking in our planning and preparations. Spacifically offers forthat:

a) Enable appropriate staging of plans, personrel and equipment to deal with natural disasters, utility out
ages and significant community events

bl Levarage the usa of State and Faderal Funding by regional agancies (FEMA, Homeland Sacurity, etc.
¢} Reliable alectric power and adequate flood managemeant

d) Ald in business disaster praparedness and recovery
e} Promote strategic problem soling



Home Example: Allocating Funds

® Housing (40%) ® Fun (10%)
® Close to work ® Travel
® Big yard ® Entertainment
® 2 bedrooms ® Savings (10%)
® Transportation (15%) ® Plan for Future
® Getto work ® Plan for Uncertainty
® Go shopping
® ook cool

® Health (25%)

® Medical care
® Food
® Prevention

39



Step 5. Making the offers

® Departments work independently or with
other departments to propose services to
achieve the results.

® Focused budget requests
® Departments trying to “win the business”

® What if....... ?
® [t starts a discussion on how to improve.

40



Example: Accepting Offers

® Housing (40,000) ® Fun (10,000)
® Mortgage 30,000 ® Chicago Bears Tickets 2,000
® Utilities 5,000 ® Beach Vacation 5,000
® New roof 5,000 ® Ski Vacation 5,000
® New Carpet 3,000
® Transportation (15,000) ® Savings (10,000)
® Honda Accord 8,000 ® Retirement 5,000
® Gas 3,000 ® College Savings 3,000
® Repairs ® Rainy Day 2,000
® BMW 15,000 ® Save for Boat 3,000

® Bus 2,000
® Health (25,000
® Health Insurance 15,000
® [ood 10,000
® Gym membership 3,000

41



Step 6: Ranking Offers

® Rank order offers
® Round One - ignore mandates

® Start buying from the top and draw a line
when run out of money for each priority

® Send offers back to “sellers” after Round
One

® Encourage offers that more closely tie services to
results

® Encourage cooperation between departments

42



Step 7: Deciding what offers to “Buy”

Pownts are awarded as follows: High 3 points, Mediun 2 powmts, and Low | pont

Safety @ @ W
_________________ Score _ _High  _ Medum _ Low
1 County Probation 24 3 I
| Advanced Life Support 24 8 I
| Emergency Mgmt & Operations 24 8 I
| Radio Sys Maint. & Operations 23 { 1 |
w —> | Communicaton Center 23 7 1 I
I Medical ContrelTraining 22 & a !
I Electronic Monitoring 13 3 = [
| Radio Systems Management 16 8 l
Records/Bllling 16 g I
| Medical Examiner 15 1 5 2
| Animal Control 12 4 4
| County Delinquency Preventon 10 2 b
M | Alternative Community Service 10 2 I
J 5 :
!

&

|::> | Predisposition of Juveniles 10 :
Purchesedt | Facilities Security : s
g




® Makes decisions and choices transparent

® Evaluate value and cost of unfunded
programs with “the last in” in other
priority areas.

® Shift allocation between focus area iIf needec




Home Example: Deciding What to

Fund
® Housing (40,000) ® Fun (10,000)
® Mortgage 30,000 ® Beach Vacation 5,000 ($8,000)
® Utilities 5,000 ® Chicago Bears Tickets 2,000
® New roof 5,000 ® Ski Vacation 5,000
® New Carpet 3,000
® Transportation (15,000) Savings (10,000)
® Honda 7,000 ® Retirement 5,000
® Gas 4,000 ® Rainy Day 2,000
® Repairs 1,000 ® Save for Boat 3,000
® Bus 3,000 ® College Savings 3,000

® BMW 12,000
® Health (25,000
® Health Insurance 15,000
® [ood 10,000
® Gym membership 3,000

45



NEIGHBORHOOD LIVABILITY

21.1  Eastside & Westside Neighborhood Plans Update - Net Funded 2008 - PH.DDD
2009 - £0

This offer s=2eks to address thoss concerns most frequently expressed by residents of the historic Cdd Town East Side and
West Zide Meigh borhocds, including at the recent BFC Citizzn Cpen House, regarding the critical nead for updated neighbor-
hiod plans, standards and guidelines to regulate new construction and ahlerations within these residential reighborhoods.
The component parts of this offer are comprehensiva updates of the (1585) East Side Meighborbood Flan and the (1585)
Wiest Side Meighbarheod Plan concurrent development of standards and guidelines for alteratiors ard new construction
within sp2cific areas of the East Side and West Side Neighbarhoods.

2231 Historic Preservation Neighborhoods - Funded 2008 - 87,259

2000 - $54,973
This offer builds upon historic neighborhcad presarvation senvicas inftiated in 2005407 in four arsas: Education, Ragula-
tory Review, Planning, ard Financial Incentives, It encourages quality housing and atiractive neighborheods by promcting
citizens' appreciation of each neighborbood's unigue history and architecture, and by providing concrats financial assistancs
for residential rehabilitation and preservation. Maighberbacd character is pratectad through ad ministration of the City's Land
Us= Code and demclition-aleration review procasses, ard future nesdz and nsighborbood issues are identified through
building suresys and plan updatzs. Additicnally, these review processss ard the financial incentives sesk fo address thoss
cancems most frequently expre=zad by residents and at the BFD Citizen Qpen House, regarding scraps-offs and inappropri-
ate dewslpment.

2311 ENSF Railway Quiet Zone Study - Not Funded 2008 - $60,000

2000 - $60,000
The City of Fort Collins, like many urban snvironmeants with increasad population growth, has had an increass in residents
adjacent to railroad fracks and crossings. &s the arsa aleng the Burlington Morthern Sara Fe rail corrider has trarstionsd
frarm industrial to residential and recreational uzas, tha noise assaciated with the sounding of locomctive horne has become a
major concern of residents and City officials. Train harns, especially during the nighttime howrs, can have a significant rega-
tive impact on the quality of life to the residents ard 2conomic development goals for the center of town. This offer would
furd a Quiet Zane Study and implementation program to improve the quality of life for residents and visitors located along
the morth-south central arsa of Fort Callins.
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Unanticipated Conseguences

® New |leaders emerged

® The level of discussion and debate In the
organization was elevated

® Finally linked performance measures directly to
results

® L evel of understanding and cooperation between
departments increased substantially

® Elected officials felt much more involved In
budget process

® Budget decisions are understood

4T a7



Implementation
Readiness




Keys to Success

® Everyone must understand their role in the
process

® Elected officials
® Results teams
® Departments
® Programs, Programs, Programs

® Need to know (or be able to allocate) program
costs

® Clear understanding of results
® Essential to provide link to services
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Additional Resources

® Mike Mucha
»

® 312-578-2282
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