








demands it, The Public Innovator's Playbook
describes one approach to encouraging innova-
tion in this kind of systematic way."

Step 8 Intended Result: Make sure that those who
received allocations are held accountable for pro-
ducing the results that were promised. Find ways
to directly encourage efficiency and innovation.

Conclusion

Priority-driven budgeting represents a major
shift from traditional budgeting methods. A clear
understanding of the priority-driven budgeting
philosophy should be in place before proceeding
down this path, along with a strong level of sup-
port - especially from the CEO (whose role is
normally to propose the budget) and, ideally, the
governing board (whose role is to adopt the
budget). Priority-driven budgeting is not a
process that is brought in to fix a structural
deficit; instead, it becomes the way an organiza-
tion approaches the resource allocation process.
It brings with it an important culeural shift -
moving from a focus on spending to a focus on
achieving results through the budget process.
Priority-driven budgeting should be perceived by
all stakeholders as a process that improves deci-
sion-making and changes the conversations
around what the organization does (programs
and services), how effective it is in accomplishing
its priority results, and how focused it is on allo-
cating resources to achieve its results.

The success of your process design rests on a
clear understanding of the principles of priority-
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driven budgeting, outlined in the eight steps pre-
sented in this paper. A priority-driven budgeting
process can be approached in several ways, so
keep in mind the major levers and decision
points to create a process that works best for
your culture and environment, and that embraces
the concepts of democratic and substantive legit-
imacy. The governments that participated in this
research show that there are opportunities to
introduce flexibility in the process — but keep in
mind that with that flexibility comes risk, if
changes are made that don’t embrace the basic
principles of priority-driven budgeting.

Research what other organizations have done
and ask them about their long-term success in
shifting to the “new normal” in local government
budgeting. Understand that priority-driven
budgeting is a process that will evolve and
improve over time - don't expect perfection in
the first year. Engage outside help where needed
to design the process, develop successful commu-
nication plans, incorporate citizen involvement,
and institute a process. Enjoy new conversations
that were not possible before, and embrace the
transparency in decision-making that accompa-
nies the priority-driven budgeting process. As
your organization adapts to the new normal, the
process will guide decision-makers in making
resource allocations that fund the programs that
are most highly valued by the organization and,
more importantly, by the citizens who depend on
those programs and services for their well being,
comfort, and expected quality of life.
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Appendix 1:
Building a Program Inventory

Introduction

Financial constraints have forced many govern-
ments to take a hard look at the services they
offer. A fundamental step is to inventory all the
service programs a government offers. A program
inventory clarifies the breadth of services provid-
ed and, ideally, highlights key characteristics of
each program (e.g., the full cost of providing the
program and the level of revenues that program
directly generates to support its operations). The
inventory provides the basis for discussion about
the services that should be provided.

Steps to Take
1. Define your objectives and goals for the pro-
gram inventory. Identifying a program is as
much art as it is science ~ an inescapable
amount of subjectivity is involved. Therefore,
to make judgments as effectively as possible,
make sure you are clear on why you are devel-
oping a program inventory. Some of the
potential purposes are:
e Understanding the complete scope of
services government provides.
o Communicating the scope of services to
the public in a format that is easy to

understand and can be digested by the
average citizen (i.e., not too detailed).

o Drawing distinctions between the results
(that matter to citizens) provided by dif-
ferent programs. To achieve this, programs
cannot to be too large or vague.

o Beginning to show the true cost of doing
business by describing what government
does on a meaningful level, and then iden-
tifying costs for those programs.

e Laying the groundwork for priority-driven
budgeting, where programs receive budget
allocations based on their contributions to
the government’s priority objectives.

o Laying the groundwork for program
review, where programs are subjected to
efficiency tests to determine if the service
delivery method employed is optimal.

Decide what information the program inven-

tory should contain, in addition to the basic

description of the program. Options to con-
sider include:

e Full cost. The full cost of the program is its
direct cost plus its indirect cost (overhead
charges). Full-cost accounting makes the
true cost of offering a service transparent,
which allows better planning and decision
making. It also helps show that the organ-
ization is achieving the expected level of

Program Costing Tips

Precise costs for each program might not be achievable without a great deal of work (or a new financial man-
agement system). For purposes of priority-driven budgeting, accessible and widely used cost allocation
methodologies allow for relatively accurate costing of each program is possible. If you have a formal cost allo-
cation plan, this would be the best place to start assigning program costs. Otherwise, start with direct costs.
Remove any one-time costs (e.g., capital) to make sure you are capturing only ongoing expenditures related to
a given program. However, you can assign the operating and maintenance costs of the assets employed by a
program to the direct costs, if doing so is logical and consistent with the way these costs are being handled
for other programs.

Cost allocation plans may be the most cost effective way to produce a reliable overhead allocation figure. In
the inventory document, displaying the overhead costs separately from the direct costs can provide flexibility
to those who use the information.

In making the transition from department or division budgets to program costs, use an allocation method that
is intuitive and therefore would enjoy legitimacy among the users of the costing system (e.g., the number of
FTEs or percentage of employee time devoted to a program). Whatever the allocation methodology, the
finance or budget staff needs to be able to prepare a reconciliation.
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cost recovery for a given service, Full cost-
ing is especially important if the govern-
ment envisions eventually going to a prior-
ity-driven budget process.

o Alignment with strategic goals. Knowing
how programs contribute to priority goals
enables organizations to develop more
strategic cutback strategies.

o Service level. Describe the level of services
provided to the public. If service is being
provided at a premium level, perhaps serv-
ice levels can be lowered to reduce costs.

e Mandate review, List and clearly define
any mandates a program is subject to.
Then review the current service level
against the mandate requirements.
Perhaps the service level being provided is
higher than what the mandate requires.

o Demand changes, Is demand for a service
going up or down? If demand is going
down, perhaps the program can be cut
back and resources shifted elsewhere. If
demand is going up, steps can be taken to
manage demand. For example, perhaps
means testing can be applied to a social
services program.

o Support from program revenues. Describe
the extent to which the program is sup-
ported by its own user fees, grants, or
intergovernmental revenues. s there an
opportunity to achieve greater coverage of
the full costs of the program?

. Develop forms and templates. Create tools
departments can use to describe their pro-
grams in a manner that is consistent and that
captures the information needed to fulfill the
purpose of the inventory. Consider testing the
forms and templates with one or two depart-
ments and then distributing them to a wider
group. Also consider providing training and
an official point of contact for questions.

. Differentiate programs from functions.
Departments or divisions (i.e., public health,
courts, public works, sheriff) are often
described as functions or nouns. These are
not programs, which are more often described
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with verbs - programs are action-oriented.
For example, programs in a sheriff's office
might include crime investigations, deten-
tions, and court security. However, programs
should not be described in terms of overly
detailed tasks. For instance, “supplying a
bailiff for court rooms” is a task within the
court security program, not a program itself.

. Find the right level of detail. A program is a

set of related activities intended to produce a
desired result. When constructing a program
inventory, it can sometimes be challenging to
find the right level of detail. If a program is
too big or encompasses too much, it will not
provide sufficient information - that is, it will
be very difficult to describe the precise value
the program creates for the public or to use
program cost information in decision making.
However, if program definitions are too small,
decision makers can become overwhelmed
with detail and be unable to see the big pic-
ture. In addition, tracking program costs for
very small programs is generally not cost-
effective,

Generally speaking, if a program equates to 10
percent or more of the total expenditures of
the fund in which it is accounted for, then the
Pprogram should probably be broken down
into smaller pieces. And if a program equates
to 1 percent or less of total expenditures, or to
$100,000 or less, it is probably too small and
should be combined with others. This is just a
guideline - there could be valid reasons for
going outside of these parameters. For exam-
ple, a small program could be much more
important than its cost suggests. Here are
some other points that have proven helpful in
identifying programs:

o A program is a group of people working
together to deliver a discrete service to
identifiable users.

o A program groups all tasks that a cus-
tomer of that program would receive and
does not break one program or service into
multiple items based on tasks.
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o As far as possible, a program is individual
- a program with its own name, cus-
tomers, and staff team. Each program
stands alone and is distinct from like pro-
grams in a similar service area.

o Programs that are handled by less than 1 FTE

Examples of Program Inventories

Sample Health and Environment Programs
Environmental Planning

Air Quality Control

Water Quality

Ambulance Licensing

EIP FoodNet

Compliance & Community Safety
Vital Statistics

Immunization Grant

Emergency Preparedness Response
Non-grant Immunization

Sexually Transmitted Disease (STD)
Food Protection

Cities Readiness Initiative

Zoonosis

Cancer Control Initiative
Communicable Disease

Early Periodic Screening, Diagnosis and Treatment
Radon

Health Care Program for Children with Special Needs
Women, Infants, and Children
Special Needs Nutrition Services
Family Planning

Recreation

Maternal & Child Health Block Grant
Prenatal Plus

Housing & Institutions

Adult Substance Abuse Counseling
Fetal Alcohol Syndrome

Youth Substance Abuse Counseling
HIV Counseling & Testing

Nurse Home Visitor

Specialized Women's Services
Tobacco Cessation

Nutrition Services

Adult Health

Home Visit/Maternity

International Travel Clinic

Heart Wise Grant

Health Education

Healthy Wheat Ridge

Public Health Communications
Home Visit/Children
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are combined with other existing programs.

o A program uses an existing name that is
familiar to customers and staff, and/or it
uses a name that could stand on its own
and would be understandable to the aver-
age reader.

Sample Sherriff Programs
Traffic

Patrol Precincts

Emergency Management
Transportation

Court Security

Work Release

Inmate Food/Medical Service
Civil/Fugitive/Warrants
Records

Dispatch (Communications Center)
Academy

Executive

Directed Operations (DOU)
Critical Incident Response
Radio Maintenance

Grants Coordinator

West Metro Drug Task Force
Crimes Against Children
Crimes Against Persons
Victim Services

Training and Recruiting
Patrol Administration
Criminalistics

Detentions Administration
Crimes Against Property
Special Investigations
Support

Laundry/Custodial

Inmate Worker Program
School Resource Officers (SROs)
Operations/Booking

Animal Control

Inmate Welfare

Evidence

Accreditation

Crime Analysis
Investigations Administration
Professional Standards
Internal Affairs

Staff Inspection

Volunteer Programs
Community Relations
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The concept of incremental budgeting was
developed by Aaron Wildavlsky. See, for
example: Aaron Wildavsky, The Politics of the

Budgetary Process (Boston: Little, Brown, 1964).

Robert Behn discusses the shortcomings of
incremental budgeting in a cutback environ-
ment in the following article: Robert D. Behn,
“Cutback Budgeting,” Journal of Policy Analysis
and Management, Vol. 4, No. 2 (Winter, 1985).
Priority-driven budgeting is also known as
“budgeting for results” and “budgeting for
outcomes,” although the latter is used to
describe a specific method of priority-driven
budgeting.

Personal interviews were conducted with the
managers who led priority-driven budgeting
at these entities.

Behn.

Mark Moore emphasizes that these two
sources of legitimacy are essential to making
any big public policy change. Mark Moore,
Creating Public Value (Boston: Harvard
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10

1

12

University Press, 1997).

Diagram inspired by Eva Elmer and
Christopher Morrill, “Budgeting for
Outcomes in Savannah,” Government Finance
Review, April 2010.

Budgeting for outcomes was the subject of
The Price Of Government: Getting the Results We
Need in an Age of Permanent Fiscal Crisis by David
Osborne and Peter Hutchinson (New York:
Basic Books, 2004).

Robert S. Kaplan and David P. Norton,
Strategy Maps: Converting Intangible Assets into
Tangible Outcomes (Boston: Harvard Business
Press, 2004).

Peter Block, Community: The Structure of
Belonging (San Francisco: Berrett-Koehler
Publishers, 2008).

William D. Eggers and Shalabh Kumar Singh,
The Public Innovator’s Playbook: Nurturing Bold
Ideas in Government (New York: Deloitte,
2009).

Eggers and Singh.
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BRIAN SANDOVAL

Governor

{NSPO Rev. 12-10)

STATE OF NEVADA

DEPARTMENT OF TRANSPORTATION
1263 S. Stewart Street
Carson Cily, Nevada 89712

In Reply Refer to:
November 18, 2011

Roger Van Alyne

Town of Minden

1604 Esmeralda Ave., Ste, 101
Minden, NV 89423

Dear Mr. Van Alyne:

The FY 2012 Project Submittal Application submitted by your agency has been reviewed

and scored by the Evaluation Committee. The following is the status of the submitted
application:

Project: County Road Ditch Improvements — Phase 11
Status/Score: Low Category —37.2

A score of 50.0 or more is required to be considered for funding. This year alone NDOT
received 37 applications requesting over $85 million dollars worth of projects from this
funding source and there was strong compctition for those limited dollars. I encourage
you to resubmit this application next year for reconsideration,

If you have any questions or need more information, please contact Jason Van Havel at
(775) 888-7119 or jvanhavel@dot.state.nv.us.

Sincerely,

\
e N aen—
Tracy Lar homason. P.E,
Assistant Director, Planning

SUSAN MARTINOVICH, RE,, Direclor

ce:  Tim Russell - RCI | ) E ([g E ﬂ WI H’“

Thor Dyson, P. E. - District Il Engineer
Dennis Taylor — Chief Transportation/Multimodal Planning Y
Charles Wolf, P.E. — Chief Hydraulic Engineer LH e
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this Contract in accordance with Section 10 of this Contract.
TOWN adoption of priorities and expectations for the EMPLOYEE
shall coincide with EMPLOYEE's annual evaluation as provided
in Paragraph 8 (B) below. The priorities and expectations may
be added to or deleted as TOWN may determine, in consultation
with EMPLOYEE, and reduced to writing and signed by TOWN and

EMPLOYEE .,

B. Each vyear prior to, or as near as possible to, the
anniversary date of EMPLOYEE's appointment as Town Manager,
TOWN will vreview and evaluate EMPLOYEERE's performance in

accordance paragraph 10(C) of this Contract. EMPLOYEE must
contact the Chair of the Town Board at least ninety (90) days
prior to the anniversary date of her appointment as Town
Manager to schedule EMPLOYEE's annual evaluation. The
evaluation shall be held not later than thirty (30) days
following EMPLOYEE’s contacting the Chair of the Town Board to
schedule her annual evaluation and shall be based on the
priorities and expectations developed as provided in Paragraphs
8(A) and (B) and 10(C) of this Contract. The evaluation process
will be mutually agreed upon in a writing signed by TOWN and
EMPLOYEE.

8, PROFESSIONAL DEVELOPMENT.

TOWN agrees to budget and pay for travel and subsistence
expenses of EMPLOYEE for travel to meetings and conferences, to
assist EMPLOYEE to continue her professional developnent,
including without limitation paying EMPLOYEE’s dues and to meet
other needs of TOWN, including, but not limited to, annual
conference, of City/Town Managers, national, regional, state, and
local government groups, and committees thereof, of which
EMPLOYEE is a member, nolt to exceed the amount budgeted therefor
each year in the appropriate Town Manager accounts.

10. STRATEGIC PLANNING AND GOAL SETTING.
TOWN agrees that it will schedule and participate in the

following:
A, An annual' team-building workshop for the Town Board;
B. An annual goals-setting session to review and develop

strateqgic objectives for TOWN; and

i Within the first 90 days of the Town Manager’s
employment with the TOWN, a session to develop specific criteria
for priorities and expectations to serve as the basis for
EMPLOYEE'S annual evaluation as set forth in Section 8 of this
Contract., After EMPLOYEE’s first vyear with the TOWN, this

session will be held within thirty (30) days after the date of
EMPLOYEE's annual evaluation. l





