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Appendix 3: Berkeley’s Budget Process

The City Council-—comprised of eight council members and the mayor—is the legislative
decision-making body for the City and must approve any budget proposal. The budget is developed,
however, by the Office of Budget & Fiscal Management (OFB), at the direction of the City Manager,
who is appointed by the City Council. Our analysis of the budget process focuses on the departments
overseen by the City Manager and does not address the process used by the Rent Stabilization Board,
Berkeley Housing Authority, or the Berkeley Library, or any of the City’s citizen boards or
commissions.

Berkeley uses a biennial budget process that culminates with the production of two key documents:
the Citywide Work Plan and the Adopted Budget. The former is a summary of the ongoing work and
accomplishments of each of the City’s departments, and the latter is the financial document that directs
the City’s spending for the next two years. Both documents are released simultaneously at the
beginning of each budget cycle, and are updated to ensure that the City Council can make adjustments
as fiscal and economic conditions change.

The Citywide Work Plan

The Citywide Work Plan is a tool that allows the City Council to review the ongoing work of the
City’s departments and inform the City Council’s budget deliberations.®® The document itself outlines
the baseline and special project activities for every department under the supervision of the City
Manager. According to the Work Plan itself, the purpose of the document is to give decision makers
and the public, “a clear picture of the services the City is providing now, in order to make more
informed decisions about allocating resources in the future.”® The Work Plan, however, does not
include the activities for the Auditor, Library, Rent Board, Mayor, or Council.

Each department has a separate entry describing the department’s mission, number of staff,
primary programs or tasks, related citizen commissions, and distinguishes the department’s work in
terms of baseline, or “core” services. A separate column provides a description of the department’s
work and or service deliverables. Some departments list the number of full-time employees (FTE) by
activity or responsibility, but not every department includes the total number FTEs. Many departments
include some type of performance information, such as the number of criminal cases prosecuted,
meetings attended, new files started, etc. Performance information is juxtaposed with the department’s
work goals, on-going responsibilities, and past accomplishments, but all of these descriptions lack a

8 City of Berkeley FY 2013 Adopted Budget, 2.
8 City of Berkeley, “Citywide Work Plan,” available from: http://www.ci.berkeley.ca.us/workplan/.
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standardized format. Some departments include key objectives for the entire department, but others do
not. There are a couple of important implications we draw from this discussion of the Work Plan.

First, many departments already collect and report some form of performance information. This
means that departments recognize the value in tracking and reporting their performance, a key part of
any priority-based budgeting system. The majority of this information, however, is used in
conversations between the City Manager and departmental managers during the budget process and is
not published in the Work Plan. We see an opportunity to leverage this practice by formalizing the
process by which departments establish performance measures. In some cases, departments may
already track certain measures for internal purposes.

Second, the current format of the Work Plan makes it difficult for the reader to distinguish between
goals, activities, and results.

The Budget Document

The City provides the public with a variety of budget related documents. From the City Manager’s
website, the public can access the current fiscal year’s budget, all City budgets from 2005 to the
present, and the reports used to develop the current budget. The budget itself consists of three main
documents: the adopted budget for the current fiscal year, the adopted budget for the current biennial
budget cycle, and the adopted capital improvement document.®®

All three of these documents contain detailed financial line-item descriptions of the City’s
departments and operations, as well as additional qualitative summaries written by the City Manager to
put the financial information into context for both the City Council and the public at large. As is, these
documents do an excellent job for financial and planning purposes, clearly showing how each
department’s budget is changing from the previous cycle and giving decision makers an understanding
of the overall fiscal and economic health of Berkeley.

Of critical importance are the “Council Budget Development Policies,” which are a set of
guidelines developed by the City Council that provide guidance to the City Manager and Office of
Budget & Fiscal Management’s work as they develop the coming year’s budget.

The current guidelines are:

% City of Berkeley, “Budget Documents: Current Reports and Adopted Budgets,” available from:
http://www.ci.berkeley.ca.us/2020vision/.
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e Focusing on the long-term fiscal health of the City by adopting a two-year budget and
conducting multi-year planning;

Building a prudent reserve;

Developing long-term strategies to reduce unfunded liabilities;

Controlling labor costs while minimizing layoffs;

Allocating one-time revenue for one-time expenses;

Requiring enterprise and grant funds to balance and new programs to pay for themselves;

Any new expenditure requires revenue or expenditure reductions.

These policies are primarily fiscal in nature; directing the Office of Budget & Fiscal Management
to plan for the future, maintain adequate reserve funding, etc. From a purely fiscal perspective, these
principles ensure that the financial condition of the City remains sound as it imposes a long-term and
prudent approach to developing the City’s budget.

The other crucial qualitative sections are “Current Budget Situation” and “Overall View of the
Plan to Balance the City’s Budget.” The former provides essential background information on the
current state of the national, state, and local economy, and the latter is a specific summary of how the
City plans to balance its budget. Both of these sections provide essential information to understand
how the City’s budget is responding to larger economic forces.

After these qualitative summaries, the majority of the budget document consists mostly of financial
tables and charts that show changes in the City’s revenue and spending. These descriptions are very
detailed; showing the historical trends and adopted changes for each category of taxes and City
department. These summaries provide an enormous amount of data and information. Of particular
interest are the “Budget Impact Summaries” and budget summaries for each City department.

The Budget Impact Summaries are a series of tables that summarize all of the proposed budget
changes in qualitative terms. These changes are broken down into four different categories: “Proposed
Changes,” “Programmatic Impacts,” “Guiding Principles in Decision Making,” and “Looking
Forward: Core Programmatic Activities.” Because the majority of the City’s spending goes toward
labor costs, nearly all of the proposed changes are either the loss of existing current employees or
maintaining existing employee vacancies. The table explains how each of these decisions will affect
programmatic activities in each department as well as the rationale for making that decision.

Following the Budget Impact Summaries, the adopted budget document concludes with a
summary of each of the City’s departments. Each of these summaries include a description of each
department’s mission, organizational structure, an overview of the department’s work, its major
accomplishments over the last budget cycle, key objectives for the upcoming budget cycle, and
significant changes from the prior year’s budget. Finally, each department overview concludes with a
financial summary that breaks down each department’s spending by type (salaries and benefits,
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services and materials, capital outlay), by division, and the source of each department’s funding
(general fund, dedicated revenue, etc.).

Appendix 4: Primary Elements of Priority-Based Budgeting

Despite variations in definition and application, most priority-based budgeting systems share
common elements. Based on our review of the public finance literature and existing municipal PBB
systems, we developed the following profile of the common components of priority-based budget
processes. The results are presented in the following flow chart:

Exhibit A-1: Common Elements of Priority-Based Budgeting

1. Strategic Prioritization and Planning Process is in Place
a) Identify the city government’s enterprise-wide mission, outcomes, and objectives
b) Determines priorities among these objectives
c) Incorporates citizen input into the planning process

2. Organizational Structure is Built around Outcomes
a) Translate strategic plans and outcomes into specific missions, programs, service
objectives, and activities throughout the city’s government
b) Organizational Structure is redesigned to support resource allocation and
prioritization by being structured such that the objectives can be clearly measured in
terms of efficiency and effectiveness at the departmental level
c) New structure provides clear managerial accountability and authority

3. Performance Metrics Established to Measure Outcomes and Objectives

a) Each department develops a modest number of key metrics that measure each
program’s service objectives both in terms of efficiency and effectiveness

b) Metrics are also developed that can measure progress made toward achieving desired
outcomes

c) Metrics are collectible, informative, understandable, and relevant to managers,
legislators, and the public

d) For programs delivered across departments, coordinated metrics are defined

56



S7

4. Mechanism is in Place to Gather and Validate Performance Data

a) The City develops reliable, independently validated performance data measuring
systems

b) Performance Data is collected at regular and salient intervals

c) Performance Data is ensured to be valid, by external audit when necessary

d) Adequate information technology systems are maintained for data storage and
retrieval

5. Budget Links Spending to Service Objectives

a) Budget document emphasizes specific and measurable service objectives and their
inputs and outputs insofar as they are applied to achieve outcomes

b) Determine budgets by linking services and service levels according to priorities

¢) Unit cost analysis informs appropriation decisions

6. Accounting Systems Are Aligned with Budgeted Service Delivery Structures

a) The categories within which performance is measured must be aligned with the
categories in which cost information is collected.

b) All of the resources associated with a particular output or outcome must be captured
in the accounting and budgeting systems.

7. Reporting and Active Use of Performance Data

a) Performance data is mandated to be incorporated into the budget document

b) “Real-time” reporting systems inform managers of resources used and progress on
outcome

c) The performance data informs decisions made by executive and legislative decision
makers

d) Performance data is used in conjunction with an incentive system that rewards staff
based on their success achieving desired outcomes, reducing costs, and improving
quality
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e) The public is regularly engaged in a performance evaluation and improvement
process.®®

Figure A-2: Sample Department Scorecard, City of Walnut Creek®’
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Appendix 6: Performance Data Already in Berkeley

While the City does not formally set community priorities or performance measures in the budget
process, there are a number of identities in Berkeley that exhibit aspects of Priority Based Budgeting.
We would like to call attention to a sample of these entities to suggest that implementing a PBB
framework into the budget process would actually tap into a number of practices currently in place. We
highlight three examples in particular.

Examples of performance measures in Berkeley

1. City of Berkeley General Plan (2003)

Per state law, the City established a General Plan to guide long-term thinking and decision making,
specifically with regard to the built environment. In many ways, our recommendation for a PBB
system mirrors the process and product inherent in the City’s General Plan. But while the General Plan
only relates to the built environment, a PBB framework would guide activity and budgeting with
respect to the entire city government.

“Purpose of the Berkeley General Plan: The Berkeley General Plan is a comprehensive, long-
range, and internally consistent statement of policies for the development and preservation of
Berkeley. It is a statement of community priorities and values to be used to guide public decision-
making in future years. The Berkeley General Plan is a compilation of goals, objectives, policies, and
actions designed to manage change. The Plan’s goals, objectives, and policies serve as a guide to the
day-to-day decisions that are essential for responsive government. Decisions made by the Berkeley
City Council and its advisory boards and commissions about the physical development of the city
should be consistent with the goals, objectives, and policies of this Plan. The City Council and the
Planning Commission will use the General Plan when evaluating land use changes and making funding
and budget decisions.”®®

“The Berkeley General Plan establishes seven major goals:

1. Preserve Berkeley’s unique character & quality of life.
2. Ensure that Berkeley has an adequate supply of decent housing, living-wage jobs, & businesses

8 City of Berkeley. (2003). City of Berkeley general plan: A guide for public decision-making. Available website:
http://www.ci.berkeley.ca.us/contentdisplay.aspx?id=488
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providing basic goods & services.
3. Protect local & regional environmental quality.
4. Maximize & improve citizen participation in municipal decision-making.
5. Create a sustainable Berkeley.
6. Make Berkeley a disaster-resistant community that can survive, recover from, & thrive after a
disaster.
7. Maintain Berkeley’s infrastructure, including streets, sidewalks, buildings, & facilities; storm drains
& sanitary sewers; & open space, parks, pathways, & recreation facilities”.®

These are exactly the sort of goals we ask the Council to develop, goals that reflect the most
important values and needs of the community. Like the process to develop the General Plan, the
Council would engage with the community in establishing the goals, and solicit the public to more
precisely define how these goals should be measured. We see this process of community engagement
and goal setting as an excellent example of how the Council can set priorities to guide City activity,
and frame budget decisions.

2. 2020 Vision for Berkeley’s Children and Youth (City of Berkeley, Berkeley Unified School
District, University of California and Community Agency Partners)

Berkeley’s “2020 Vision” provides a local example of government connecting goals to
performance measures. 2020 Vision for Berkeley’s Children and Youth is a multi-agency, citywide
initiative aimed at closing the academic achievement gap that exists in Berkeley public schools. This
initiative began with a “Vision Team” working with various stakeholders to develop priority
recommendations for how to achieve the objective. The Vision Team next selected eight indicators to
measure progress toward closing the achievement gap. Measures include Kindergarten Readiness,
Third Grade Reading Proficiency, attendance, and so on. The Vision Team then selected three of these
eight measures as “highest priority”, and created a work plan built around each of the eight indicator
measures to guide work in these areas. 2020 Vision partnered with the City of Berkeley IT
Department to build a database to track performance measures, and reports the results in progress
reports to Council. We note that it does not appear that these measures are used to allocate funding.
Exhibit A-3 provides an example of a 2020 Vision goal and performance measure reporting toward
that goal.

8 1bid
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Figure A-3: BUSD’s Attendance Goal
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2. Health, Housing and Community ServicesThe Department of Health, Housing and Community
Services (HHCS) uses a “Service Measures and Deliverables” framework to monitor contracts with
contracted providers of community services. A citizen ommission oversees each area of community
service, and is responsible for monitoring the contractors’ activities, and make recommendations
to Council regarding these services. The Service Measures and Deliverables describe program type
(Homeless shelter, legal service, etc.), the agency (Homeless Action Center), list of service measures
(number of case management sessions, tutoring sessions, etc.), and satisfactory outcomes (clients
remain stably housed, 70% of clients exit with a job, etc.).

In addition to listing outcomes and measures, the HHCS budget allocation in the FY 2012
indicates that funding amounts changed in each service category (Health, Homeless, Youth, etc.) from
a 2% increase in Economic Development to a 29% decrease in Seniors (see Exhibit A-4). This seems
to indicate that rather than cut services across-the-board, some entity evaluated the current priorities of
the community and based the funding changes around these priorities. We believe that if Council was
presented with budget proposals that were built around a similar array of priorities, outcomes, and
measures, the Council would have more agency to authorize a similar set of more nuanced funding
decisions. These funding decisions would reflect the priorities of the community, and reward those
programs that best advanced those priorities. For these reasons we would like to cast the spotlight on
the process that the HHCS and the associated commissions use to recommend funding changes.
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Figure A-4: CSA Funding Changes from FY 2012-2013 Adopted Budget
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FY 2011 FY 2012 %o
Funding by Category All Sources | All Sources Change |
Arts $324,936 $£315,188 -3%
Childcare $584 616 $£541.,621 -T%
Community Facilities Improvements $173,220 $148,703 -14%
Community Media $230,710 $£230,710 0%
Disability Programs $1,192,707 | $1,207,237 1%
Economic Development $362,346 $369,592 2%
Employment Training $375,963 $334,038 1%
Health $270,222 $266,191 -1%
Homeless $3,107,720 | $2,810919 -10%
Housing Dev & Rehab $545,199 $402, 357 -26%
Legal/ Advocacy $95,534 $84 464 -12%
Other $231,184 $239,831 4%
Recreation $19,383 $18,898 2%
Seniors $41,388 $29 572 -29%
Youth $750,698 $724,165 -4%

$8,305,825 | $7.723,487 7% |

% City of Berkeley. Office of Budget and Fiscal Management, (2011). Adopted 2012-2013 budget. Available from website:
http://www.ci.berkeley.ca.us/uploadedFiles/Manager/Budget/FY 2012 and FY 2013 Adopted Budget Book.pdf
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Glossary of Key Terms for Performance-based Budgeting

Activity:
A process undertaken by an organization to convert inputs into outputs.

Berkeley-Based Budgeting:
The set of budgeting principles and practices that this report recommends that the City of Berkeley
adopt.

Community Priorities:

The set of strategic goals, preferences, and values most important to the community. Expressed in
terms of the results or outcomes that the public value. Defining these community priorities is a major
component of establishing a strategic vision.

Function:
A group of related Sub-Functions that comprise a common broad City service area. The highest
level of budgetary organization in the City.

Incremental Budgeting:
The practice of beginning each budget development from the baseline of the previous budget

Mission:
An enduring statement of purpose; the organization’s reason for existence. The mission describes
what the organization does, and how and for whom its actions are carried out.

Outcome:

The result of a program, service, set of activities, or strategy. An outcome is not a description of
what was done; rather, it should be used to describe the impact of the service, set of activities, or
strategy. Outcomes are often identified as immediate, intermediate, and long term.

Performance Management:

A system of organization that uses performance measurement information to help set and achieve
agreed-upon performance goals, allocate resources, and adjust policy as necessary. To be effective,
performance management ideals should be integrated throughout the organization and involved in
strategy, budgeting, and management decisions.

Performance Measurement:
The process of measuring government performance by tracking progress toward specific
guantitative and qualitative outcomes with an emphasis on accountability and improvement.

Program:
A group of activities that performed together achieve the service objectives of the program.
Programs are contained within individual departments.

Strategic Planning:
Systematically addresses an organization’s purpose, internal and external environment, value to
stakeholders, and current and future plan for action.
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Recommendations for Implementing Priority-Based Budgeting in the City of Berkeley

Example Priority Based Budget Process: Walnut Creek

Priority Based Budgeting: How it works in Walnut Creek
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