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Case Study Synopsis

INTENT OF THE PROJECT: 
In 2012, Wheat Ridge City Council included the identification of core services as a top priority goal in their strategic plan.  The City was already operating at a base level of service due to budget cuts implemented to cope with the nationwide economic downturn.   In addition, the City continued to face a long-term lack of funding for Capital Improvement Projects (CIP).  With no dedicated revenue stream to fund more than 250 million in infrastructure projects and a systemic budget shortfall, 2014 would be the final year the City could fund minimal preventive maintenance projects with a transfer from the General Fund.  City Council’s intent was to ensure that the City was focusing its limited resources on the services that were most important to residents.  The core services project was seen as a way to develop criteria for core services, identify the City’s core services, prioritize core services in the annual budget process, and measure their success. 
City staff started the project by researching different programs and methodologies used by other cities.  Staff learned there are many management tools available to gain a deeper understanding of how well a specific task is done, but few tools or resources to help organizations determine if they should be doing a specific task in the first place.  Most methodologies included benchmarking of performance measures against other communities to ensure quality and efficiency.  But this approach, while important, does not help the organization assess whether or not the service is a core service to the community.
In order to achieve Council’s strategic goal, staff needed to find a solution that would allow our organization to step back, look at the services provided from an objective viewpoint, and determine if those services were of a high priority to our residents and how they should be funded.  Because Wheat Ridge residents enjoy the lowest sales and property tax rates in the region, staff also wanted to be able to articulate how prudently tax dollars are used and that if citizens want to continue to receive the same base level of service or increase services, an increase in taxes to fund capital improvements would be required.  To that end, staff believed it was essential to have a shared vision with City Council of the City’s financial situation and to determine what the best course of action was going to be moving forward.
COSTS:
The City budgeted $25,000 to work with The Center for Priority Based Budgeting.  Staff began negotiations with the Center for Priority Based Budgeting at the end of 2011 and began the process in January of 2012.  The agreement included developing a Fiscal Health Assessment and a Program Prioritization Assessment that would provide the tools and resources necessary for Wheat Ridge to achieve Council’s long-term fiscal wellness goal. We will have statistical data and documented outcomes by April 2013 for the Transforming Local Government Conference.
SAVINGS: 
As mentioned on the evening news almost every day, many local municipalities are in dire economic straights and are facing enormous reductions and cuts to their budgets which result in job losses and declining service delivery to their communities.  Fortunately, Wheat Ridge’s budget was not impacted as seriously as many of our peer communities. The City recognized decreases in general fund revenues early on, and was able to successfully balance the budget through various corrective actions including: expenditure cuts, hiring freezes, pay freezes, and deferral of capital projects.  
The main concern moving forward was funding CIP projects and providing service enhancements where needed.  With the City providing services at a base level and no revenue increases projected in the near future, staff felt that Priority Based Budgeting (PBB) would provide the methodology and information needed to make budget decisions in the new normal.  Once lower priority programs were identified, staff and elected officials could have constructive discussions on whether the program should continue. 
Having developed a City-wide strategy for evaluating and prioritizing the City’s programs, projects and services, staff will begin the process of reallocating dollars to higher priority programs, new programs and/or CIP projects in the development of the 2013 budget. 
INNOVATIVE CHARACTERISTICS:
PBB provides many new and innovative ways to look at service delivery and budgeting.  The process is unique in its ability to adapt to each organization’s needs.  Many organizations that undertake this process are looking to cut millions of dollars out of their budget.  Luckily, Wheat Ridge was not in that position and staff will use the tool to proactively look at how money is spent and look for ways to free up funds to support programs that are more in line with the City’s strategic goals.
The adaptability of the program provided individual departments the freedom to structure and implement the process in a way that made sense to them.  This was difficult to manage at times, because different departments needed different levels of support, but PBB consultants Chris Fabian and Jon Johnson provided structured tools, resources and methodologies that made sense while letting employees be heard and their concerns addressed.  Each of the step-by-step processes allowed employees to be fully engaged and able to gain insight into other’s perceptions of their individual programs, especially through the Peer Review process.
The PBB process itself provided a new visual tool to help facilitate budget discussions.  The Fiscal Health Model allows staff to develop live scenarios to provide elected officials an instant picture of the financial impacts of their decisions. 
The power of the Fiscal Health Model was realized on May 19th, 2012 at the City Council’s annual planning retreat.  City Manager Patrick Goff used the model to show Council members how different scenarios affected the City’s financial situation.  Wheat Ridge has a backlog of more than $250 million in unfunded CIP projects.  The Fiscal Health Model allowed staff to illustrate to Council that given the current fiscal situation, “cutting” the budget to solve the problem was not a viable option. The City needed to identify new dedicated revenue sources to ensure the success of these projects in the future. 
One Council Member in particular had a very interesting reaction to this new way of looking at budgeting opportunities.  Although he believes there are still ways and areas to find efficiencies to save money, he now sees and concedes to the fiscal realities the City faces.  He realizes, as we all do, that no amount of reductions or cuts would ultimately solve the City’s long-term budget issues related to capital improvements.

OBSTACLES:

The primary obstacle was staff’s perception that this project was about making significant cuts to the City’s budget.  Project leaders took every opportunity to explain that at this time there was no need to cut significant amounts from the City’s budget.  We wanted staff to understand that by undertaking this project they would be in a better position to make recommendations to City Council regarding future changes to departmental budgets.  Without this project the City would continue to institute across-the-board and other cuts that could impact high priority programs and employee compensation.
Other obstacles included the discomfort of staff looking at their budgets in an entirely new way- at the program level.  Although a difficult process for some, most experienced “Aha moments” that made the journey to new ways of doing business well worth the effort.
[bookmark: _GoBack]Staff found that because they didn’t budget at the program level it was challenging to collect the necessary data to make informed decisions.  Many processes or steps were created “on the fly” as opposed to just running a report and inserting best guess numbers.




OUTCOMES:
1. The most important outcome was the realization by elected officials that cutting programs, even significantly, would not solve the long-term issue of funding CIP projects.  PBB enabled staff to present fiscal information using the Fiscal Health model that resulted in Council’s agreement to evaluate a ballot initiative to increase both sales and property tax in Wheat Ridge.  Staff will use the Fiscal Health model to educate, inform and involve residents about the challenges facing our community and expect to have the same positive outcomes as we realized with the City Council.  

2. Prioritization results will be used by all City staff in the development of future budgets beginning with fiscal year 2013.

3. The process is allowing staff and elected officials to ask different questions regarding resource allocation.  The conversation is not so much about whose “pet project” it is, but whether the program is aligned with the City’s strategic goals.  And if not, what existing or new programs might we be able to strengthen or implement if we reallocate those funds?

4. Using the Fiscal Health Model has helped staff obtain a deeper understanding of our budget variances.  Every year staff would find that our actual expenses were much lower than our budgeted amounts.  Looking at these phenomena, understanding the causes, and working to eliminate them has helped staff present a more accurate picture of the City’s financial situation.

5. Community engagement is also a critical component of PBB.  In the first year we used City Councils five-year goals, which were created with citizen input, to create our result definitions.  In future year’s staff plans to engage the community in refining and improving our result definitions that all prioritization exercises are predicated on. 

6. The organization is hopeful that some hard cost savings and reallocation of funding will be realized in the next three to five years with our new budgeting approach that will support the City’s strategic mission.


APPLICABLE RESULTS AND REAL WORLD PRACTICALITY:
One of the more powerful traits of this project is how it has equipped Council and staff with information presented in a format that is resulting in new conversations around budget and resource allocation. 
As local government staff we have projects that are given a high priority status by City Council, yet many times there is no money to implement them.  PBB allows staff to identify and discuss low priority programs that could be eliminated and replaced with higher priority programs. One example of this is a City Council goal of instituting a multi-family home inspection program in Wheat Ridge.  This initiative was identified as a high priority yet there was no funding to implement the program.  Using the Priority Based Budgeting process funding from a low priority program could be reallocated to help fund the new program that is strategically aligned with the City’s goals.
Our observation is that many local governments are struggling to address their “new normal” financial situation.  And in the meantime, new issues are rising that need to be addressed.  Wheat Ridge’s experience has been that using these new tools, resources, and rethinking new ways of doing business can only have a positive and meaningful outcome for those who engage in the implementation of a priority based program.  This is a strategic and deliberate process that aligns organizational goals with available financial resources.
WAS A PRIVATE CONSULTANT USED?
Three City staff members attended an Alliance for Innovation workshop where they initially learned about The Center for Priority Based Budgeting.  Heather Geyer, Administrative Services Director, Dan Brennan, Chief of Police and Nathan Mosley, Management Analyst realized by the end of the workshop this approach to budgeting would help Wheat Ridge in achieving the Council’s goal to identify core services.
Consultants:
The Center for Priority Based Budgeting
720 S. Colorado Boulevard, Suite 1000-N
Denver, Colorado 80246-1926
303-756-9090





CASE STUDY PRESENTATION:
The case study presentation will consist of a video documenting the overall project including interviews with team members as well as Chris and Jon from the Center for Priority Based Budgeting.
Patrick Goff, Wheat Ridge City Manager, will provide specific information on the long-term process of educating elected officials on the impending financial issues facing the City and how the tools provided by Priority Based Budgeting brought a new perspective to finances and the resource allocation decision-making process that allowed Council to grasp the issue.
Nathan Mosley, Management Analyst, will go step by step through the Priority Based Budgeting process from the staff perspective.  He will discuss the obstacles of implementing such a program as well as the great new insights that have come about because of this project.
Chris Fabian and Jon Johnson with the Center for Priority Based Budgeting will describe how this particular project differed from others they have worked on and how lessons learned can benefit other communities throughout the country.
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