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Ms. Wendy Greuel

City Controller

City of Los Angeles

200 North Main Street, Room 300
Los Angeles, CA 90012

Dear Ms. Greuel:

Harvey M. Rose Associates, LLC is pleased to present this Blueprint for a Transition lo
Performance-based Budgeting for the City of Los Angeles. This report was prepared in response
to your office’s request for an evaluation of the City’s budget process compared to performance-
based budgeting practices and a framework for implementing a performance-based budgeting
process for the City.

Thank you for providing our firm with the opportunity to prepare this blueprint for the City of
Los Angeles. Upon your request, we are available to present the report to the City Council or
other City officials and to respond to any questions about this report from you and your staff.

Sincerely,

Fred Brousseau
Project Manager



Table of Confents

Section 11 Introduction: ...t 1
Section 2: Citywide Preliminary Plan.....c.co e 7
Section 3: Department of City Planning Preliminary Plan.................. 20
Section 4: Bureau of Street Services Preliminary Plan ......ccoocieco v 44

Appendix: Glossary of Key Terms for Performance-based Budgeting



Section 1: Introduction
Performance-based Budgeting:
Preliminary Implementation Plan for Los Angeles

Project Overview

The Los Angeles City Controller retained Harvey M. Rose Associates, LLC to conduct
an evaluation of the City’s budget process compared to performance-based budgeting
practices (Phase 1} and to develop a framework for implementing a performance-based
budgeting process for the City (Phase HI). The City’s current budget process employs a
traditional line-item approach, lacking features to measure service levels and
performance. Prior year allocations are used as the baseline for funding levels for each
department and program for the current year, with only expansions and deletions singled
out for review by the City’s policymakers.

Jurisdictions that have adopted performance-based budgeting processes have all invested
staft time and/or funds for the development of their processes and technical systems.
While the City of Los Angeles’ current fiscal crisis and slow recovery from economic
recession make this a challenging time for the City to make such investments, the need
for reliable cost and performance information for City officials to use in budget decision-
making has never been greater. Across-the-board budget reductions made without
reliable performance data linked to costs do not serve City decision-makers or the public
well. A performance-based budgeting process would allow decision-makers to better
understand the trade-offs of various budget options and, ultimately, to prioritize among
policy proposals. However, since the need to implement a performance-based budget
process in the City of Los Angeles comes at a time when funding and resources are
limited, it is critical that any framework recommended as a result of this project minimize
implementation costs, particularly in the short term, while delivering tangible benefits.

A budget process for the City of Los Angeles must consider the challenges of the unique
organizational and administrative context in which the City’s government operates.
Specifically, the decentralized nature of the budget process in the City, with the Mayor’s
Office and City Council having different responsibilities and roles in the budget process,
presents challenges for converting to a performance-based budget process. Ideally,
performance-based budget processes are characterized by a set of enterprise-wide
outcomes and objectives shared by all key stakeholders, use of consistent performance
and cost data by all stakeholders, and a central manager responsible for ensuring
designated performance levels by the jurisdiction’s staff. In Phase I of this project, the
evaluation phase, some City representatives argued that such an approach could be
difficult to implement and would be unpopular among officials. However, we believe that
adopting some or all elements of a performance-based budget process would, in fact,
prove beneficial for the City’s elected officials because they would be able to determine
if target service levels are being achieved, could hold program managers accountable for
delivering specified performance levels, and would be able to make budgetary and other
decisions based on reliable and pertinent cost and performance data.

Harvey M. Rose Associates, LLC



Section I: Infroduction

For these reasons, the project team is acutely intent upon developing a framework
customized for Los Angeles rather than recommending a “textbook” process. Our
recommended approach retains the core elements of performance-based budgeting, so
that its short-term tmpact on City staff and funding will be minimized, reserving the more
amnbitious and resource-intensive pieces of reform for a time in the fiture when the City
is in a stronger fiscal position and able to make a greater investment. Qur project standard
is that any steps recominended for the short- or long-term would have to produce tangible
benefits as a result of the City’s investment.

In response to feedback received during Phase I, and at the direction of the City
Controller, the project team modified its approach to Phase Il and the development of the
blueprint plan for implementing PBB in Los Angeles. Rather than developing a plan that
would transition the City to a full performance-based budgeting process at once, the
project team developed a phased approach for City-wide implementation plus a pilot
program for two departments within the City: the Bureau of Sfreet Services and the
Department of City Planning. Should the City’s elected leadership decide that other
departments are more appropriate for a pilot program, these two blueprints may be used
as a guide for developing plans for the selected departments.

The phased City-wide plan would focus primarily on two of the seven performance-based
budget elements: 1) redefining the City’s organization structure around ouicomes; and 2)
creation of a performance measurement process. The City-wide plan also provides a brief
outline of steps that the City, at its discretion, could take in the future to implement the
remaining performance-based budgeting elements. However, even if the City does not
choose to implement the remaining performance-based budgeting elements in the future,
implementation of the two elements that are focus of this blueprint would produce
substantial benefits to the City and greatly improve the budget process since it does not
formally include performance measurements in funding allocation decisions.

The blueprints for the two pilot departments provide detailed plans for the
implementation of a more complete PBB process. We believe that the selected
departments, the Bureau of Street Services and the Department of City Planning, are
good candidates for the pilot program because, by virtue of representing significantly
different kinds and sizes of City departments with different levels of cost and
performance data collection processes already in place, they will demonstrate how the
PBB process can be effectively implemented in the mix of all City departments.
Additionally, the Bureau of Street Services has cost and performance measurement
systems and practices in place that would serve as a foundation for the establishment of
PBB. The Department of City Planning has the capability of collecting detailed cost and
performance data for PBB in their current information systems, though the Department
has not implemented procedures to do so to date. The recommended pilot departments’
blueprint plans are provided primarily to show the basic steps that would be required on a
departmental level to implement a full PBB system and not to indicate that these two
particular departments are the only good candidates for a pilot program.

Harvey M. Rose Associates, LLC



Section 1: Introduction

The customized framework presented here was developed with a respect for the City’s
fiscal challenges, though it will require resources to implement. We expect that
implementation of this blueprint would require a dedicated full-time equivalent position
in the Office of the CAQ, and the use of existing positions in departments throughout the
City. Tt will, however, require a cultural shift in perspective and approach on the part of
every member of the City staff. These costs should be viewed as an investment that will,
over time, lead to improved efficiencies and more effective use of resources. As
performance data is accumulated and mid- and longer-range performance trends and
costs are identified and analyzed, policy-makers and managers will be able to make
smarter reductions in times of budget contraction as well as smarter additions under
stronger econornic conditions.

Overview of Performance-Based Budgeting

The literature on performance-based budgeting indicates that among public officials,
public administrators, and academics, there are many interpretations of the term
performance-based budgeting and that the application of performance-based budgeting
varies widely. A review of academic and other analytical resources, as well as functional
documents such as user guides or staff manuals, reveals that performance-based
budgeting takes on different meanings for different users. Below is a sample of the
various definitions or descriptions from some of the primary research organizations:

e U.S. Government Accountability Office: “process of linking budget levels to
expected results, rather than to inputs or activities.”’

o  Government Finance Officer’s Association: “identifies critical issues and needs,
sets performance targets, and aligns spending with objectives by identifying and
articulating links between funded activities or programs and the desired results.””

s Public Budgeting and Finance: “the use of performance information in resources
allocation derived from strategic planning.”3

e National Performance Management Advisory Commission: “emphasizes
accountability for outcomes...assuring that funding is directly linked to achieving
high-priority results.”*

' GAO, Performance Budgeting: Efforts to Restructure Budgels to Betfer Aliga Resources with
Performance (2005), (34). '

? “performance Budgeting: Linking Funding to Results,” Anne Spray Kinney and Michael J, Mucha in The
State and Local Government Performance Management Sourcebook, Eds. Anne Spray Kinney and Michael
1. Mucha, Government Finance Officers Association, 2010,

* “Performance Budgeting: The Perspective of State Agencies” in Public Budgeting & Finance, Winter
2007, YiLu. .

* “A Performance Management Framework for State and Local Government”™, National Performance
Management Advisory Commission, 2010.
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Section 1: Infroduction

s Pew Center on the States: “process by which states use appropriate performance
metrics to decide where and how they should spend their money to achieve
desired results.”

o International Monetary Fund: “procedures or mechanisms intended to strengthen
links between the funds provided to public sector entities and their outcomes
and/or outputs through the use of formal performance information in resource
allocation decision-making.”®

Within jurisdictions identified as having performance-based budgeting, the extent to
which legislative bodies use detailed performance data in decision-making and the exact
form of the data varies. As a best practice, the Government Finance Officers Association
(GFOA) recommends that budgets “identify program efficiencies in the budgeting
process that address the cost of providing a unit of service.”” In other words, the budget
should (a) be organized around measurable units of service and (b) link performance
measurements to service as expressed by the organization’s cost per unit.

While the GFOA and other sources include unit cost analysis as a best practice, many
jurisdictions do not achieve this level of detail in the budget process. As indicated above,
from the definitions provided by many organizations, less restrictive interpretations are
more commonly appiied. Regardless of the exact form, performance-based budgeting
processes allow decision-makers to better understand the trade-offs of various budget
options and, ultimately, to prioritize among policy proposals.

Primary Elements of Performance-based Budgeting

Despite variations in definition, interpretation and mmplementation, most performance-
based budgeting definitions include a few core elements®.  Based on our review of
existing literature and analytical resources, we developed the following profile of the
essential elements of performance-based budget processes. The results are presented in
Exhibit | on the following page.

5 “Trade-Off Time: How Four States Continue to Deliver,” Issue Brief, Pew Center on the States, February
2009.

¢ “Does Performance Budgeting Work? An Analytical Review of the Empirical Literature”, Marc Robinson
and Jim Brumby, International Monetary Fund Working Paper, November 2005,

7 “Performance Management: Using Performance Management for Decision Making,” Best Practice,
Govemment Finance Officers Association, 2002 and 2007.

® Based largely on “A Performance Management Framework for State and Local Government”, National
Performance Management Advisory Commission, 2010,
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Exhibit 1: Detailed Performance-based Budgeting Elements

1. Strategic prioritization and planning proecess is in place

ay Identifies enterprise-wide mission, outcomne and objectives

b) Sets priorities among objectives

¢} Incorporafes citizen input: public is engaged in identifying community needs

2. Organizational structure is buiit around cutcomes

a) Translates strategic plans and outcomes into missions, programs, service objectives, and activities

by Designed to support resource allocation and prioritization by being structured such that the
objectives can be clearly measured in terms of efficiency and effectiveness

¢) Structured to provide clear managerial accountability and authority

3. Performance metrics established to measure outcomes and objectives

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

b) Metrics are also developed for cutcomes

¢} Metrics are collectible, informative, understandable, and relevant to managers, legislators, and the
public

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

4. Mechanism is in place to accumulate and validate performance data

a) Agency develops reliable, independently validated performance data measuring systems

by Data is collected at regular and salient intervals

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

d) Adequate information technology systems are maintained for data storage

5. Budget links spending fo service objectives

a) Budget document emphasis is on specific and measurable service objectives and their
inputs/outputs insofar as they are applied to achieve oufcomes

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

c} 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 capiured in the
accounting and budgeting systerms.

7. Reporting and active use of performance data

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

b} ‘““Real-time” reporting systems inform managers of resources used and progress on outcomes

¢) The performance data informs decisions by executive and legistative decision makers

d) Performance data is used in conjunction with an incentive system that rewards staff based on their
suecess achieving desired outcomes and reducing cost and improving quality

e} The public is regularly engaged in performance evaluation and improvement process

Harvey M. Rose Associates, LLC




Section F; Introduciion

Collaborative Process and Need for Leadership

The following pages contain a framework for budget process reform and an outline of the
steps that City of Los Angeles officials and staff may use to begin the transition to a
performance-based budgeting (PBB) process for the City. Several elected and appointed
city leaders are called upon to participate in this transition plan, including City Council
members, the Mayor, the City Administrative Officer, Chief Legislative Analyst and the
City Controller. In addition, executive leadership in the departments selected for pilot
programs will be integral to the success of the pilot projects. As part of the process of
developing this blueprint plan for the City and for the two pilot departments, we sought
the feedback of each of the entities that would be involved in its implementation. Each
entity provided valuable insight that ultimately guided the development of the blueprint.

Securing the political will to make this investment in budget reform will require strong,
continuous leadership as the process evolves. Without a vocal and persistent advocate for
change, the likelihood of successful and sustainable implementation is reduced. In our
survey of other jurisdictions that had implemented forms of performance-based
budgeting, we found that the presence of a persistent leader to advocate for process
reform was a common theme among the more successful systems. We believe that the
Mayor’s Office is uniquely poised to provide leadership and direction in this effort and
that this report provides the Mayor an opportunity to do so.

Harvey M. Rose Associates, LLC



Section 2: Performance-based Budgeting:
Citywide Phased Plan

This section contains an outline of the framework for a phased implementation of a City-
wide performance-based budgeting (PBB) process in Los Angeles. Several elected and
appointed City leaders are called upon to participate in this transition plan, including the
Mayor, City Council members, the City Administrative Officer, Chietf Legislative
Analyst and the City Controller.

As discussed in the Introduction to this report, a full performance-based budget process is
comprised of the following seven elements:

Strategic prioritization and planning process is in place

Organizational structure is built around outcomes

Performance metrics established to measure outcomes and objectives
Mechanism is in place to accumulate and validate performance data
Budget links spending to service objectives

Accounting systems are aligned with budgeted service delivery structures
Reporting and active use of performance data

Ne R

This outline does not constitute a complete plan for the City to transition to a full PBB
process. Rather, this outline provides steps that would allow the city to achieve two
primary goals: '

1) Redefining the City’s organization structure around outcomes (#2 above)

2) Creation of a performance measurement process (#3 and #4 above)

These two goals are fundamental to a full PBB process and can be established in the short
term without incurring the costs or time required to implement all seven elements of a
full performance-based budget process. Accomplishing these two goals in the short-term
would position the City well to develop a full process in the future. However, even if the
City does not choose to implement performance-based budgeting beyond these two goals,
the City’s budget and performance management processes would still be substantially
improved if only these two performance-based budgeting goals are accomplished
because: (1) meaningful service objectives would be established for all key City
functions; (2) a systematic approach to collecting, reporting and validating department
performance against the service objectives would be established; and (3) management
accountability for performance would be substantially improved.

This report section also provides a brief description of the other elements of performance-
based budgeting that would need to be implemented at such a time that the City decides
to develop a full PBB process.

Harvey M. Rose Associates, LLT



Section 2: Citywide Phased Plan

Redefine the City’s organizatiop structure around outcomes

Though the City’s budget process utilizes a traditional line-item approach, some
performance-based budgeting tools are in place in the City but for the most part are not
used in budgeting decisions. Specifically, the City has established six City-wide functions
and 45 sub-functions that allow for cost aggregations for services performed by one or
more departments. These functions and sub-functions are delineated in the Departmental
Manual for the Budget System of the City of Los Angeles (November 2009) and are
shown as Exhibit 3 below. For example, the Transportation Services function is
comprised of four sub-functions: Street and Highway Transportation; Parking Facilities;
Traffic Control; and Air Transport, for which programs of services could be housed in
one or more departments. This existing function and sub-function structure allows for
rolling up City costs across departmental lines so that City decision-makers and budget
officials can analyze revenues and expenditures for City services without regard to
departmental allocations.

Performance-based budgeting calls for budget allocation decisions to be made based on
services and service levels desired by City policy makers rather than the traditional
approach of adjusting departmental budgets based on previous year allocations. Though
not used in the current budget process, the City’s function and sub-function structure
could serve as a useful foundation for implementing performance-based budgeting City-
wide since, under such a system, the Mayor, City Council and other policy-makers would
establish broad outcome statements for functions and sub-functions. While we believe
that in the near-term the City’s existing six functions and 45 sub-functions provide a
reasonable basis for building an outcome-oriented structure, the City should review and,
where appropriate, revise these functions and sub-functions as part of the strategic
planning process recommended for the longer-term.

Under performance-based budgeting, services provided by City departments to achieve
these outcomes are grouped as programs, each with specific service objectives and an
accountable manager responsible for achieving the service objective. Programs may, but
do not have to, match existing department divisions or section. City department programs
should be organized around the function/sub-function outcomes. Measurable service
objectives are established for each department program to provide managers with a
specific objective to achieve in support of the function/sub-function outcomes.

To accomplish the goal of redefining the City’s organization structure around outcomes,
the following steps are recommended.

1) Using existing policy statements issued by the Mayor and City Council, the CAQO and
Chief Legislative Analyst should work together to propose to the Mayor and City
Council City-wide outcomes for each of the City’s six functions (the full list of
current functions and sub-functions is shown below). The Mayor and City Council
should review, revise and finalize the proposed outcomes. An cutcome is an end

Harvey M. Rose Associates, LLC



Section 2: Citywide Phased Plan

result over which policy makers and managers may not have full control (such as
lowering the crime rate), but around which programs and service objectives should be
organized. Outcomes should be broad and long-term in nature and able to withstand
the fluctuations of changing political or budgetary climates. Possible outcomes for
current City-wide functions are shown in Exhibit 2.

¥xhibit 2: Example Outcome Statemnents for Current City-wide Functions

City-wide Function Example Outcome Statement *

Community Safety Residents are safe and secure where they live, work
and engage with the community.

Home & Community The City’s public and private spaces are safe and clean

Environment and support strong communities.

Transportation Streets, transit systems and supporting infrastructure
enable safe and efficient mobility throughout the City.

Cultural, Educational and Cultural, recreational and educational opportunitics

Recreational Services enrich the health and well-being of residents.

Human Resources, Economic | Residents have opportunities to pursue financial
Assistance and Development | security and contribufe to and participate in a thriving

€Conomy.
General Administration and An efficient and transparent City government delivers
Support effective service to residents and City staff.

2)

D These are existing Citywide functions.

(2} These outcome statements are presenfed for illustrative purposes. The final outcome statements

used as the City implements PBB should be defined by the CAO and Chief Legislative Analyst and
approved by the Mayor and City Council.

The CAO and Chief Legislative Analyst should work fogether, with input from
departmental directors, to propose to the Mayor and City Council a small number
(five or fewer) of outcomes for each of the City’s 45 existing sub-functions. The
Mayor and City Council should review, revise and finalize the proposed outcomes.
While sub-functions may be cross-departmental, many of them are associated with
just one department. However, many departments perform services linked to more
than one sub-function.

Performance-based budgeting calls for establishment of desired outcomes for the
City’s functions and sub-functions irrespective of how responsibility for the tasks that
comprise these functions and sub-functions are allocated among City departments.
For example, outcomes estabiished for the City’s Blight Identification and
Elimination sub-function could involve work performed by the Department of
Building and Safety, the Housing Department, the Board of Public Works, and the
Bureau of Street Services, among others (see Exhibit 3 for all City functions and sub-
functions).

Harvey M. Rose Associates, LLC



Section 2: Citywide Phased Plan

3) Departmental directors should work with the CAO to review departmental operations
and functions to establish departmental programs, which may or may not mirror the
programs currently presented in departmental budgets. In many cases, existing
organizational divisions and sections may constitute logical programs. In other cases,
some rearrangement or subdivision or existing organizational units may be necessary.
Programs established at the departmental level should logically combine activities
and tasks performed by staff that contribute to accomplishment of the desired
function/sub-function outcomes. Accountability for each such program should be
delegated to a single manager along with specific service objectives to govern their
activities.

Harvey M. Rose Associates, LLC
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Sectfion 2: Citywide Phased Plgn

Exhibit 3: Current City-wide Functions and Associated Sub-Functions

City-wide Function Sub-functions*

A — Community Safety AA — Animal Control

AB — Legal Prosecution

AC — Crime Control

AFE — Support of Police Department

AF - Fire Control

AG — Support of Fire Department

AH —Public Assistance

AT~ Lighting of Streets

AK — Public Utility Regulation

AL — Local Emergency Planning and Response

B — Home & Community Environment | BA — Building Regulation

BB - City Planning and Zoning

BC — Blight Identification and Elimination

BD — Public Improvements

BE — Stormwater Management

BF — Wastewater Collection, Treatment and Disposal
BH — Solid Waste Coliection and Disposal

BI - Aesthetic and Clean Streets and Parkways

BL - Environmental Quality

BM - Neighborhood Improvement

( — Transportation CA — Street and Highway Transportation
CB — Parking Facilities

CC — Traffic Control

CE — Air Transport

D — Cultural, Educational and DA — Arts and Cultural Opportunities
Recreational Services DB — Educational Opportunities

DC — Recreational Opportunities
¥ — Human Resources, Economic EA — Economic Opportunities and Development
Assistance and Development EB — Employment Opportunities

EF — Social Empowerment Policy
EG — Human Services

F — General Administration and FA - Executive

Support FB — Legislative

FC — Administrative

FD ~ Legal Services

FE — Personnel Services

FF — Financial Operations

FG — Public Works Administration
FH — Public Buildings and Facilities
F1— Other General Administration and Support
FI —Pensions and Retirement

FK — Unappropriated Balance

FL -~ Debt Service

FM — Reserve Fund

FN — Governmental Ethics

*The alpha sequence of the Sub-functions includes some “skips.”

Hairvey M. Rose Associagies, LLC



Section 2: Citywide Phased Plan

4) The CAO Budget Director and appropriate stafl should work with departmental
managers to develop service objectives for each departmental program. The number
of service objectives per department should generally be between five and fen,
reflecting primary programs, and each one should state in specific and measureable
terms what the department sets out to accomplish in each of its programs. Service
objectives, unlike outcomes, should be defined so that performance toward meeting
them is within the control of management. Therefore, managers should be held
accountable for meeting service objectives.

Exhibit 4 depicts the recommended organizational siructure orientated around outcomes
and performance, and Exhibit 5 shows a similar depiction with a focus on the
Transportation function and its associated sub-functions and departmental programs.
While the number of sub-functions per function and the number of departmental
programs per sub-function will vary, these depictions are intended to provide a general
overview of the recommended structural orientation around outcomes and performance.

Harvey M. Rase Associates, LLC
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Section 2 Citywide Phased Plan

Exhibit 4:
Mayp of City of Los Angeles Organizational Structure Oriented Around Outcomes and Performance

P I =

AN DeRYHEaLAY

See next page for Transportation Function Detail
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Exhibit 5:

Section 2: Citywide Phased Plan

Map of City of Los Angeles Organizational Structure Oriented Around Outcomes and Performance

(Highlight on Detail of Transportation Function)

Functions

Transportation
Quicome:
Streets, transit systems
and supporting

- infrastructure enable safe

and efficient mobility
throughout the City. -

Sub-Functions

Street & Highway
Transportation
Cutcome:

Streel & highway infra-
structure is in good
condition, providing safe
options to drivers & riders

v

Dept. Programs

Bureau of Street
Services —
Maintaining Streets

Service Objectives

Performance Metrics

Bureao of S{reet
Services - Street
Resurfacing &
Reconstruction

Service Objectives

Performance Metsics

K

Bureau of Street
Bervices — Street
Improvement

Service Objectives

. Performance Metrics

~Dept.of
Transportation —
Transit Planning &
Land Use

Service Objectives

Performance Metrics

Dept. of
Transpoertation —
Transit Capital
Programming

Service Objectives

Performance Metrics

Bureau of Eugincering
-~ Street Improvements
Engineering

Service Objectives

Performance Melrics

14
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Section 2: Citywide Phased Plan

Develop a Performance Measurement Process

Most City departments already conduct some level of performance measurement for
internal management purposes or for reporting to the CAO, Mayor or City Council.
However, the type, quality, relevance, and accuracy of this information is inconsistent.

In FY 2009-10 and FY 2010-11, although the Proposed Budget included limited
departmental performance metrics, several budget stakeholders report that the
information was of minimal value. Performance metrics were not included in the FY
2011-12 Proposed Budget. Officials throughout the City report that departmental
performance information is commonly requested by the Mayor and City Council as part
of the current budget development process; however, the information provided by
departments does not always become part of the official public rccord. While some of
this information may be of high quality and accuracy, in the absence of a common set of
criteria for the establishment, collection, validation and reporting of performance data,
the information becomes inconsistent and unreliable. Since budget allocation decisions
may be based in part on such information, it is critical that a single performance
measurement process be defined and implemented consistently across departments.

Steps for Establishing Performance Metrics

[) The CAO should recommend that the Mayor and City Council amend the Financial
Policies for the City of Los Angeles, Section 1 Subsection on Budgetary Policies, to
include a requirement that the City operate a performance-based budgeting (PBB)
process.  The policy should stipulate that departmental performance metrics be
established, maintained, and integrated into the City’s budget document, which will
be organized to reflect an outcome-centered organizational approach.

2) The CAO should designate a manager to oversee performance-based budgeting in the
CAQ Budget Office. The extent of staff resources necessary would be determined by
the CAQO, including the decision to redeploy existing or add a new position. This
position will coordinate with designated performance metrics coordinators in the
departments to develop and monitor metrics, including processes to collect and report
the data.

3) In the initial stages of implementing PBB, deparimental staff should propose
performance metrics to the CAO’s designated PBB manager who should then
collaborate and consult with the departmental coordinators in revising and finalizing
the performance metrics to be used. The process of developing the metrics should
result in the departments taking “ownership” of the metrics so that departmental staff
agrees with the metrics’ value and are committed to performing the work that will be
required to collect the data needed to measure performance according to the selected
metrics.

Harvey M. Rose Associates, LLC
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Section 2: Citywide Phased Plan

4

5)

At least one metric should be defined for each departmental service objective.
Metrics should be collectible, informative, and understandable. They should be
relevant to managers, legislators, and the public, although managers may elect to
utilize a more detailed set of metrics than they report to policy makers or the public.
The following six criteria are key to sound metrics’ :

e Validity — Does the measure really measure the intended concept?

e Reliability — Does the measure exhibit a miniraum amount of error, changing only
when the underlymg concept changes?

o Responsiveness to change — Does the value of the measure change quickly when
the underlying concept changes?

e Fase of understanding — Can the measure be easily explained and understood?

e FEconomy of collection — Does the benefit provided by collecting the information
outweigh the cost of collection? How much additional cost will be required to
calculate this measure on a more frequent basis?

e Balance — Are the measures as a group balanced along important dimensions?
(results v. drivers, short-term v. long-term, ete.)

Methods should be developed to measure progress toward City-wide outcomes,
including those for functions and sub-functions. The Mayor and City Council would
be responsible for monitoring progress toward accomplishment of outcomes and
should use citizen surveys and publicly available measures (i.e. crime rates, air
quality indicators, employment rates, efc.).

Steps for Collecting and Reporting Performance ata

1)

2

3

The CAO’s designated manager overseeing PBB should create a standard form for
departmental submission of performance data that will be appropriate both for annual
submittals as part of the budget development process and for periodic submittals
throughout the fiscal year.

The CAQ’s designated manager overseeing PBB should establish timeframes for
submission of performance data that will facilitate routinized monitoring of
departmental performance and also minimize the impact on staff time.

The CAO’s designated manager overseeing PBB should work with the Budget
Director to incorporate performance metrics into the departmental budget documents.
The presentation of expenditures and performance data should be integrated so that a

* Based on Schiemann and Lingle, Bullseye! Hitting Your Strategic Targets Through High-Impact
Measurement, The Free Press, 1999,

Harvey M. Rose Associates, LLC
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Section 2: Citywide Phased Plan

4)

unit cost can be derived for each service objective. Readers of the budget should be
able to see how a reduction or augmentation to any given departmental division will
result in a service level impact.

The CAO should work with the Information Technology Agency (ITA) to develop an

* online searchable database of performance data that will allow citizens to access all

the information collected by the CAO. At muinimum, the database should report
annual performance data as compared to targets and historic performance and should
be searchable by department, service objective or associated City-wide function. (See
Austin, Texas example m Sections 3 and 4.)

Steps for Validating Performance Data

1)

2)

3)

4

The CAO should recommend that the Mayor and City Council amend the Financial
Policies for the City of Los Angeles, Section 1 Subsection on Budgetary Policies, to
include a requirement that the City Controller conduct a process to verify the validity
of the performance metrics submitted to the CAO.

The City Controller should designate a performance metrics verification coordinator
to oversee the process of validating departmental performance metrics. The extent of
staff resources committed to this effort will be determined by the Controller, with
mput from the City’s budget stakeholders, regarding how many departments’
performance metrics should be reviewed and validated per year. Reviewing a certain
number, but not all, departments each year on a rotating cycle would be sufficient to
ensure an effective PBB system. It would require redeployed or new staff resources in
the Controller’s Office. Initial establishment of Controller’s office performance
metrics validation policies and procedures would require an extra commitment of
staff resources for a imited duration.

At least once per year, the City Controller’s staff should perform an audit of reported
performance data for each department. This may be accomplished in the course of
conducting the Controller’s scheduled audits or, for departments not audited during
any given year, by a special limited audit of performance data. The audits will be
based on random and statistically significant samples of records. Audit staff will seek
evidentiary documentation to support the reported performance data and will be
authorized {o access departmental electronic accounting systems or records as part of
that effort.

The City Controller should report the results of the annual validation process to the
departments, the CAO, the Mayor and the City Council.

Additional Steps er Future Phased Implementation

‘While this blueprint for the initial implementation of PBB Citywide is focused on the
elements above only, steps that could eventually be taken at the City’s discretion for fuil
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implementation of performance-based budgeting are as follows. Timing and sequence of
these steps could be determined by City officials after the initial elements described
above are implemented.

Bevelop a City-wide strategic plan (Element #1)

i)

The Mayor and the City Council should work collaboratively to craft a
comprehensive City-wide strategic plan that assesses challenges and opportunities
facing the City and its strengths and weaknesses and identifies mid- and long-term
priorities and describes strategies to accomplish them. Since it would be unrealistic to
expect all parties to agree on specific program priorities, the priorities should be
broad and centered around the existing six City Functions and the associated
outcomes that will be identified as part of this process. - Citizen input should be
incorporated into the process of developing the strategic plan. As part of a Citywide
strategic planning process, City officials may want to reconsider its existing function
and sub-function structure, as presented in Exhibits 2 and 3 above.

Link the budget and spending decisions to performance (Element #5)

1)

2)

The CAO Budget Director, with the executive leadership of each department, should
review and revise the departmental budgetary programs to align them more closely
with the organizational structure in each department. This will facilitate the
allocation of costs by function, sub-function and program. In many cases,
departmental divisions adequately represent programmatic functions and the existing
budgetary programs will only need to be modified slightly to match those divisions.
In other departments with a smaller number of large divisions, those divisions may
need to be broken into components so that each unit represents a logical functional
area around which a budget would be organized.

The proposed and approved budget books should be changed by the CAO’s Budget
Director and manager overseeing PBB to integrate the performance data into the
departmental budget presentations. Specifically, for each budgetary program,
corresponding service objectives should be stated and shown with allocated costs.
This will allow readers of the budget and budget decision-makers to see the cost of
various levels of service or performance and, therefore, understand the service or
performance impacts of budget reductions or augmentations,

Align accounting systems with budgeted service delivery structures (Element #6)

1)

Department Directors should modify the codes or categories their staff use to track
time and costs for the City electronic cost accounting system, FMS, and any systerns
internal to departments to enable the tracking of costs at the service objective level.
They should ensure that work orders are created at a level of detail that allows costs
to be allocated at the service objective level. Department directors should require
employees to record their time by work orders so that such cost allocation through

Harvey M. Rese Associates, LLC

18



Section 2: Citywide Phased Plan

2)

3)

4)

1)

2)

FMS is possible. FMS requires that all time and cost recording be assigned to a work
order, so the structure is in place to record all City costs by an activity that can be
used for determining the costs of the primary services performed by the City.

Department directors should develop methods to allocate overhead and other indirect
costs to programs and subsidiary service objectives.

As City resources allow, CAO staff and ITA staff should work together to modify
FMS to allow for the input of performance data direcily into FMS in such a way that
facilitates unit cost analysis. Initially, staff time data will be downloaded to FMS
from PaySR, the City payroll system. If the City decides to purchase the optional
FMS performance budgeting module in the future that was not purchased for the first
phase of FMS implementation in July 2011, the collection and integration of
performance and cost data in FMS should be enhanced.

Use performance data in executive and legisiative decision making (Eiement #7)

The Mayor and members of the City Council should use the performance data as
integrated into the budget document to examine the effectiveness and efficiency of -
performance-based budgeting programs. These policy makers should consider the
performance data as they weigh proposed budget reductions and augmentations, and
compare performance to the City’s stated priorities (see discussion of strategic
planning above).

In addition, the performance data should be made easily accessible to citizens via an
online searchable database, as described in the “reporting of performance data”
section of this report.

Harvey M. Rose Asseciates, LLC
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Section 3: Performance-based Budgeting:
Pilot Plan for Department of City Planning

This section contains an outline of the steps that the Department of City Planning (DCP)
managers and staff should follow to implement the seven elements of a performance-
based budgeting process on a pilot basis. Certain staff and officials in the Mayor’s Office,
City Council offices, the City Administrative Officer’s Office (CAO), the Chief
Legislative Analyst’s office and the City Controller’s office, would also contribute to and
be involved in the pilot program for DCP, as identified in this plan.

As part of the process of developing this blueprint plan for the DCP, we requested and
received feedback from DCP managers and all key City budget stakeholders that would
be involved in PBB implementation for the Department. We considered the feedback
from these parties and incorporated their suggestions when we determined it would
improve this plan.

"This blueprint plan does not provide direction regarding the amount of the overall budget

allocation for the DCP pilot program. Decision-makers may choose to implement the
PBB pilot by holding constant the DCP’s overall budget aflocation and limiting changes
to redistribution within the Department given the existing level of funding, or they may
choose to allow the overall budget allocation to increase or decrease based on the results
of PBB analysis. Ultimately, when performance-based budgeting s rolled out to all
departments, the Mayor and City Council would be expected to consider broader
redistributions between departments based on the results of strategic planning and
performance-based budgeting analysis.

Klement #1: Strategic prioritization and planpning process in place

Current status

The DCP has two internal documents that were produced recently with the aim of
providing strategic direction to the Department. The first, the Los Angeles Department of
City Planning Strategic Plan, was released in 2010 under the previous Director of City
Planning and, according to department management, is not cwrently used. That
document contains four “strategic points” around which broad goals were listed, but
without any timelines or plans for achieving the goals.

The second document, the Los Angeles Department of City Planning Blueprint 2010-11:
Doing More with Less, released under the new department Dicector in February 2011,
outlines eight changes for DCP to implement to reorganize the Department for process
improvement. The changes recommended in the Blueprint document took effect
February 22, 2011. The Blueprint 2010-11 is not a full strategic plan that assesses
department strengths and weaknesses and presents broad multi-year priorities and
outcomes, objectives, tasks or timelines for their accomplishment. A summary of the
blueprint was included as part of the Department’s budget submittal to the City
Administrator’s Office (CAQ).

Harvey M. Rose Associates, LLC
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Section 3: Pilot Plan for Depariment of City Planning

To implement performance-based budgeting Element #1 at DCP, the following steps are
recommended:

1)

2)

The Director of DCP should establish a policy requiring that a departmental strategic
plan be developed, maintained and monitored at defined intervals.

Executive staff should build upon the recent experience in developing the Blueprint
2010-11 and develop a full multi-year strategic plan including an assessment of
organizational strengths and weaknesses and ensuring that mid- and long-term
priorities are delineated with corresponding outcomes, objectives and strategies for
achieving them. Prioritics should be broad enough to withstand any annual
fluctuations arising from Mayoral or City Council policy direction, but flexible
enough to adjust to them. The following general steps, based on recommendations
from the National Performance Management Advisory Commission'?, are key to a
performance-driven strategic planning process:

e Vision and mission identification

A vision provides a focus on a future state and provides a context for creating
measures that reflect progress toward that future state. A vision statement is often
inspirational, and it helps answer the question, “Where do we need to go?” A
mission statement is more concrete and says what the purpose of the organization
is and also helps readers understand what 1s outside the purpose. It therefore helps
the organization identify what it needs to accomplish, establish prioritics, and set
expectations.

e Environmental scan and analysis

This practice enables the organization to understand the internal and external
forces that are likely to affect its ability to achieve desired results. Organizations
need to put together a full picture of the challenges and opportunities the
environment presents and the department’s own strengths and weaknesses. From
this information, assumptions can be made to guide the remainder of the planning
process.

e Stakeholder perspectives on priorities and performance

Public involvement and a true understanding of public priorities are crucial to the
strategic planning process. Community meetings, citizen surveys, focus groups,
and other information-gathering techniques are most frequently used in planning
processes. In the budget, feedback mechanisms such as hearings or Web-based
budget choice “voting” systems may be useful.

" Based on “A Performance Management Framework for State and Local Govemment: From
Measurement and Reporting to Management and Improving”, National Performance Management
Advisory Commission, 2010,
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3

4)

e Key outcomes and strategies

Well-articulated and measureable outcomes provide a basis for setting annual
targets and for assessing the extent to which the organization is fulfilling its
mission. Strategies describe how outcomes will be accomplished. Strategies can
be used to develop programs and activities that enable the organization to pursue
the outcomes.

DCP management should identify a small number (five or fewer) of eutcomes
that the Department secks to achieve. An outcome is a broad end result over
which managers may not have divect influence, but reflect the City’s and
Department’s policy vision which programs and service objectives should be
organized. Based on the Department’s strategic, budgetary, and other documents,
we suggest outcomes such as the following:

a  The City as whole ts well-planned, consistent with the General Plan.

» Individual development projects are consistent with all City planning
objectives, laws and requirements.

= Development project approval incorporates community plans and public and
neighborhood mput to the fullest extent possible.

= Environmental impacts of development projects are mitigated ’[hrough a
thorough public process, consistent with all applicable laws.

= Citizens and development project applicants are served in an efficient and
effective manner.

Managers responsible for departmental programs or divisions that fall under the same
outcome area should report to the same manager in order to align managerial
accountability with the Department’s stated outcomes.

DCP management should conduct formal ongoing strategic planning and assessment
of progress toward accomplishing strategic priorities should occur at regular intervals,
at least annually.

The initial strategic plan revision process and the ensuing strategic planning update
processes should incorporafe citizen inpui, which could be accomplished in any
number of ways, including using neighborhood outreach workshops; online surveys;
City Council hearings; and other tools that may be identified by the “community
involvement” strategic change number one in the Blueprint 2010-11.
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Example from other jurisdiction

The City of Charloite, NC conducts a strategic planning process thal, according to its
Strategic Planning Handbook, “begins with an examination of organizational mission,
core values, and vision. It ends with the development of a game plan that transiates these
concepts info actions that align organizational philosophy. Strategy is an integral
component of the overall management philosophy. The sirategic plan translates mission
into actions and action into outcomes.”
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Element #2: Organizational structure is buiit around outcomes

To implement performance-based budgeting in a single department such as DCP on a
pilot basis, programs (which could be the same as Department organizational units, such
as divisions or sections, or could be comprised of other groupings of staff and resources)
should be organized around achievement of broad Citywide ouicomes for applicable City
functions and sub-functions. Service objectives should be established by Department
management governing tasks to be performed by DCP programs to achieve the service
objectives. Service objectives should be focused on activities which managers can control
(e.g., police response time vs. reducing City’s crime rate).

Current Status

While DCP does not currently have stated outcomes around which its divisions and
sections are organized, the following four “strategic points” presented in the
Department’s 2010 strategic plan could provide a starting point for developing them.

Do Real Planning

Build an Efficient and Effective Department
Develop Innovative Solutions

Engage the Community

po oo

Prior to the Blueprint 2010-11 and the reorganization implemented in February 2011,
most of the Department’s primary functions were organized by a combination of function
and geographic areas. Now, however, the Department’s four divisions and 15 subsidiary
units, or sections, are organized by function except for the San Fernandoe Valley section,
which performs the same functions as the central office, but for properties located in the
San Fernando Valley only.

Just as all of the City’s departmental programs fall into one of six broad City functions,
DCP’s programs should be: likewise grouped by outcome for the pilot PBB.
Additionally, the Department’s four divisions are fairly broad and should be further
broken down to more manageable and definable programs.

To implement performance-based budgeting Element #2 at DCP, the following steps are
recommended:

1) Building upon the outcome development process that it will undertake as part of
strategic planning (Element #1), DCP management should develop and define service
objectives for each of the Department programs that will support the targeted
outcomes. New or revised programs may be defined as part of this effort. Unlike
outcomes, service objectives should be defined so that they are within the control of
Department managers who will be held accountable for achieving the service
objectives. For the purposes of reporting to the City Council and Mayor in budget
documents, and to minimize the impact on staff, the number of service objectives
should be small, yet capture the primary activities of the Department and each
programn.
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Based on an analysis of the Department’s organization structure and budgetary
programs, we suggest that service objectives such as those shown in Exhibit 6 be

established for each of the Department’s program areas.

Exhibit 6: Example Service Objectives for Department of City Planning

Performance-based Budget Programs

DCP Program

Service Objectives

Policy Planning
and Historic

Resources {long-
term planning)

All elements of the General Plan and Community Plans
comply with State & City legal and policy requirements.

Neighborhood
Projects (case
processing: Valley

Cases are processed within # days of application being
determined complete and results comply with all State
and local mandates.

and Metro}

» Decision maker is satisfied with quality of staff reports.
Major Projects | e (Cases are processed within # days of application being
{Valley and Metro) determined complete and results comply with all State

and lecal mandates.

e Decision maker satisfaction with quality of staff reports.
Zoning e Decision made on cases within # days of applications
Administrator being determined complete and results comply with all

Cases (Valley and
Metro)

State and local mandates.

Decision maker satisfaction with quality of staff reports.

Expedited Cases | =  Decision made on cases within # days of applications
being determined complete and results comply with all
State and local mandates.
»  Decision maker satisfaction with quality of staff reports.
Environmental | e Environmental review completed within # days of initial
Analysis study and comply with all State and local mandates.
Development e Customers are served promptly, within # minutes of

Services Center

arrival.

Customers are satisfied that they have received accurate,
consistent information.
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2) Define activities for each service objective. Activities should be defined to match the
Department’s work orders. Department managers should use data for activities at
their discretion in order to meet stated service objectives.

Example from other jurisdiction

The City of San Jose organizes its budget and performance measurement process around
six City Service Areas (CSA).; Community and Economic Development; Environmenial
and Utility Services, Neighborhood Services; Public Safety; Transportation and Aviation
Services, and Strategic Support. Each CSA has two to five outcomes and subsidiary Core
Services with their own associated ouicomes.

The following two pages show the City of San Jose's “Core Service Map” which
summarizes the CSAs and daffiliated sevvices and departments. Though different terms are
used by the City of San Jose, the budget structure mirrors that recommended for a
Performance-based Budget process in the City of Los Angeles, with San Jose'’s Core
Service Areas and subsidiary core services similar to Los Angeles’ functions and sub-
Sfunctions, respectively. Programs within each agency or department that comprise each
Core Service Area in the City of San Jose are not shown on the document,
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DEVELOPMENT CSA

Mission: T manage the growth ard
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Section 3: Pilot Plan for Department of City Planning

Element #3: Performance metrics established to measure outcomes and objectives

Current status

The Department currently only measures the number of cases processed though it is in
the process of implementing regular tracking and reporting of the number of days that
transpire between project approval and issuance of Letters of Determination.

To implement performance-based budgeting Element #3 at DCP, the following steps are
recommended:

1} A performance metric should be defined by DCP management for each of the
Department’s five broad eutcomes and each service objective as discussed under
Element # 2 above. These metrics should broadly measure the status of each
outcome. For example, the fifth suggested outcome statement above (“Citizens
and development project applicants are served in an efficient and effective
manner”) could be measured by the results of customer survey, enabling the
assessment of a metric such as “80 percent of customers are satisfied with the
Department’s service.” Department management should develop these outcome
metrics with input from the Mayor, CAOC and City Council.

2) DCP management should identify performance metrics for each service objective
described in Element #2. Metrics should be collectible, informative, and
understandable. They should be relevant to managers, legisiators, and the public,
although managers may elect to utilize a more detailed set of metrics than they
report to policy makers or the public (reporting guidelines are defined in Elements
#5 and #7). Department management could also establish more detailed
performance metrics for internal management purposes. The following six criteria
are key to sound metrics'':

» Validity — Does the measure really measure the intended concept?

e Reliability — Does the measure exhibit a minimum amount of error, changing only
when the underlying concept changes?

» Responsiveness to change — Does the value of the measure change quickly when
the underlying concept changes?

a Fase of understanding — Can the measure be easily explained and understood?
e Hconomy of collection — Does the benefit provided by collecting the information

outweigh the cost of collection? How much additional cost will be required to
calculate this measure on a more frequent basis?

"' Based on Schiemann and Lingle, Bullseye! Hitting Your Sirategic Targets Through High-Impact
Measurement, The Free Press, 1999, '
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2 Balance — Are the measures as a group balanced along important dimensions?
(results v. drivers, short-term v. long-term, etc.)

3) The DCP Director should designate a performance metrics coordinator in the
Executive Office or Administrative Services division. This position should
coordinate with the designated performance-based budgeting coordinator in the
CAQO’s Office to develop and monitor performance metrics, including
development of processes to collect and report the data. For example, elapsed case
processing time data from the Department’s Permit Case Tracking System
(PCTS) and annual surveys of development project application decision makers
should be reviewed with the CAO’s Office for approval for use in measuring DCP
performance.

4) In the initial stages of developing the performance metrics, the DCP performance
metrics coordinator should propose metrics to the CAQO’s designated manager
overseeing PBB, who will then consult with the DCP coordinator in revising and
finahzing the metrics.

Example from other jurisdiction

The City of Richmond, VA operates a performance management program,
RichmondWorks, which is integrated into its budget system (o enable the use of)
performance data in budger decisions. The following are select measures used in the
Community Development Department’s budget presentation for Planning & Zoning:

Current Planning: Average processing time for plans of development

Planning & Preservation:  Percent of Certificates of Appropriateness
adminisiratively approved within 10 business days

Zoning Administration: Percent of Zoning Confirmation Letters issued
within 30 days
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[ Flement #4: Mechanism is iz place to accumulate and validate performance data

Current status

DCP’s Permit Case Tracking System (PCTS) tracks data on development project
caseload and case status. This electronic system has the ability to track and report
caseload activity by case type and elapsed time to process a case and/or between case
milestones (e.g., number of days between application file date and date application
determined complete by DCP staff). However, PCTS is not currently being used to track
elapsed case processing time or milestones and, as reported by Department management,
the information produced by such reports might be of limited value at present since
Department staff do not consistently enter case data into the system. A process for
validating data entered into PCTS is not in place at this time.

To implement performance-based budgeting Element #4 at DCP, the following steps are
recommended:

1) The Department Director should direct staff to input and maintain current and
accurate data pertaining to their developroent project caseloads in PCTS.

2} The CAQO’s designated manager overseeing PBB should create standard forms for
central submission of the Department’s performance data from CAO-approved
sources such as PCTS and surveys of development project application decision
makers.

3) The CAQO’s designated manager overseeing PBB should define timeframes for DCP’s
submission of performance data.

4) The City Controller’s Office should assume responsibility for validation of reported
performance data.  The City Controller should designate a staff member as
coordinator of performance data validation.

5) The City Controller’s performance data validation coordinator, in conjunction with
appropriate City Controller staff, should define performance metric validation criteria
and procedures.

6) At least once per fiscal year, the City Controller’s performance data validation
coordinator should perform an audit of DCP’s reported performance data. The audit
should be based on a random and statistically significant sample of records. Audit
staff should seek evidentiary documentation to support the reported performance data
and should be authorized to access DCP internal electronic accounting systems or
records as part of that effort.

Ty The Ciiy Controller should report the results of the annual validation process to the
DCP, CAO, Chief Legislative Analyst and the City Council.
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Example from other jurisdiction

The San Jose City Auditor performs limited verification of performance metrics as part of
its Service Efforts and Accomplishments report process. While many of the jurisdictions
that operate a performance-based budgel system report that theiv meirics validation
process is weak or needs improvement, managers of those systems also report that a
stronger validation process would bolster the perceived value of the data and improve

the efficacy of their PBB processes.
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Section 3: Pilot Plan for Depariment of City Planning

{ Element #5: Budget links spending to service objectives

Current status

The budgetary programs identified in the DCP budget are comprised of roll-ups of a
number of Department sections or organization units that perform different tasks and
should have different service objectives, as discussed above under Element #2. Therefore,
the Department’s budgetary units should be restructured so that costs are clearly
identified for all programs and service objectives as defined m Element #2 above. This
will enable City decision makers to determine funding levels for the Department’s
primary activitics based on their desired levels of service. In addition to the direct
personnel and non-personnel costs of each program, Department administrative costs
(Administration and Information Technology divisions) should be proportionately
allocated to each program to present the full costs for each service objective.

Examples of the key information that should be provided i the Department of City
Planning budget and used as the basis of budget allocation decisions is summarized in
Exhibit 7 below. Sample changes in allocations are also presented to show how PBB
performance information might be used to affect budget allocation decisions.

Exhibit 7: 5ample Budget Presentation for DCP

Budget Year
Prior Year Prior Year Cost to
Actual Level of Actnal Budget Year Achieve
DCP Program Service Expends. Service Objectives Service Level
Policy Planning | General Plan $8,000 = All elements of $10,000
and Historic elements up to General Plan and (increase for
Resources date and Community Plans | more timely
(long-term consistent with comply with State | completion of
planning) State, City legal & City legal and complete
requirements. policy g{; I:g?umw
Community requirements
Plans delayed.
Neighborhood Median case $30,000 m  Cases processed $30,000 fno
Projects (case processing was within # days of change; manager
processing: below target. determined directed to
Valley and complete and Improve case
Metro) results comply processmg
with all State and | Seieney Witk
Area and City local mandates. resources)
Planning = Decision maker(s)
Commission. satisfied with staff
Satisfied. DCP repost quality.
Director Satisfied
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‘ Budget Year
Prior Year Prior Year Cost to
Actual Level of Actual Budget Year Achieve
DCP Program Service Expends. Service Objectives Service Level
Major Projects Median case $20,000 @ (Cases are $15,000 (slight
(Valley and processing was processed within | reduction based
Metro} above target. # days of on new
application efﬂgiﬁncies ‘
determined rea_lged for this
complete and activity)
results comply
with all State and
local mandates
= Decision
Area and City ma_ker(s)_ .
Planning saﬁsfacﬁon with
Commission quality of staff
Very Satisfied. Ieports.
Zoning, Median case $10,000 #  Decision made on { $10,000 (no
Administrator processing was at cases within # change)
Cases (Valley target level. days of
and Metro) applications
determined
complete and
results comply
with all State and
local mandates
Zoning = Decision maker(s)
Administrator, satisfaction with
DCP Director quality of staff
Satisfied. reports.
Expedited Median case $75,000 a  Decision made on | $75,000 (no
Cases processing time cases within # change)
was above target days of
level. applications
determined
complete and
results comply
with all State and
local mandates
= Decision
Area and City maker(s)
Planning satisfaction with
Comimission quality of staff
Satisfied. reports.
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Section 3: Pilot Plan for Depariment of City Planning

Budget Year
Prior Year Prior Year Cost to
Actual Level of Agtual Buodget Year Achieve
DCP Program- Service Expends. Service Objectives Service Level
Environmental | Median $48,000 Environmental $48,000 (no
Analysis environmental review completed | change)
review time was within # days of
at target level. initial study and
All reports comply with all
, . State and focal
complied with mandates
State and {ocal o
mandates ]
Development Customer waiting | $25,000 Customers are $40,000
Services Center | time below served promptly, | (increased to
service objective within # minutes | achieve
of arrival improved
customer service
Customers are objectives)
Cust : ; )
USLOMET SUvey satisfied that they
most customers .
A have received
dissatisfied.
accurate,
consistent
information.

To implement performance-based budgeting Element #5 at DCP, the following steps are

recommended:

1) The Director of DCP, in conjunction with the CAOG’s Budget Director, should

2)

3)

review and revise DCP’s budgetary program to align them with the Department’s
performance-based budget programs and service objectives as defined above.,

Once the budget organization is amended, the budget presentation should mclude
actual and proposed allocations of costs by service objective. This will reveal the
costs of achieving various levels of service. Indirect costs will need to be
allocated to divisions and, in turn, to service objectives.

The DCP sections of the proposed and approved budget books should be changed
by the CAO’s Budget Director and manager overseeing PBB to integrate the
performance data into the DCP budget presentation.  Actual costs and
performance results from the prior year(s) should also be presented.

Harvey M, Rose Associates, LLC

35



Section 3: Pilot Plan for Department of City Plunring

Example from other jurisdiction

The City of Dallas budget document is organized around its six Key Focus Areas, similar
to City of Los Angeles functions. Dallas produces a summary page for each service
(similar to the performance-based budget programs recommended jor Los Angeles), thai
comprised the Key Focus Area. The example shown on the following page is for the
Construction Plan Review and Permitting service. As shown in this example, the primary
organizational focus is the service, nof the department, which is merely referenced in the
top right corner. The performance measures compare the target to the estimated actual
in the current year, with an indicator for actual status (in this case, “on track”), and a
proposed target for the next budgef year.
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Key Focus Area 2: Economic Vibrancy

Construction Plan Review and Permifting

2.8

Depariment:
Enterprise

Bustainable Developmeant and Construstion -

Descnpfmn This service reviews building plans for compliance with construction and zoning codes and issues permits for private construction activities. Timely,
accurate and consistent plan raview and inspection sncowages private development and investments that grow the tax base, whila parserving life
safety and maintgining quality of life. Tasks associated with the implementation of the Green Building Code are bslng Integrated info the standard
operating procedures of plan review and permitting,

S O e T s S R S T BT R B ST R R e R
g o of Fundis: FY 200818 Budget FY 2009 ’10 Es!;mate ' FY 2070-11 Proposed
ouree oF FUnas: Dollars FTE Dollars FTE Dolfars ETE
General Fund $C 0.0 $0 0.0 50 0.0
Enterprise/internal Sve/Other $6,075,824 43.8 $6,133,778 43.8 $7,431,268 57.7
Additfonal Resources $0 0.0 50 0.0 50 0.0
Total $6,075,824 43.8 $6,133,778 43.8 $7,531,269 57.7
Pgrformance Ifeasures FY 2009-10 Budyet FY 2008-10 Estimats FY 2070-11 Proposed
Average raview Hime (daya) 16 15 14
Number of parmits Issued same day. 90 100 120
Number of customers served per day. 95 110 130
900 1,150 1,300

Building permits raviswed

FY 09-10 Performance Measure Status;
On Track

Target review time an p[ans review is 14 days. Walk-in customer wait time w;li be an average of 10 minuies.

Service Target FY 2010-11;

Major Budget tems:

Economic Vibrancy

Adds Rapid Response Team that integrates development coordination, express and expeditad review and Customer
Cansultation Center to be funded by new revenues generated hy fees,

D A0 yo ulisoxy .
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Section 3: Pilot Plan for Department of City Planning

|Eiement #6: Accounting systemns aligned with budgeted service delivery struc’turgs;!

Current status

DCP has developed a comprehensive inventory of work order numbers that allows for
capturing staff time at a very detailed level. Using the E-Time application, Department
staff could be recording how many hours they work on long-term planning projects,
individual development project applications, and other specific activities. Unfortunately,
most staff are not recording their fime using the work order codes. As a result, the
Department cannot determine the costs of their specific activities at present.

If all staff were to begin coding their time by work order number to at least record their
time consistent with the budget programs discussed in Element #5 above {(and
Administration or Information Techneology hours for Department executive management
and support staff), the Department would be able to identify the costs of their key
activities. This data could then be combined with costs for non-personnel items such as
materials and supplies and administrative overhead to determine total costs for all key
programs.

Detailed accounting of staff time by activity will be supported by the new FMS and will
allow for identification of personnel and non-personnel costs by Department work orders.

To implement performance-based budgeting Element #6 at DCP, the following steps are
recommended:

1) DCP staff should review and revise the Department’s list of nearly 1,700 work orders,
including nearly 500 that are actively used, to ensure that all work orders are current
and used in a way that best reflects actual activities.

2} The DCP Director should ensure that Department staff are accurately utilizing work
orders in a way that represents their actual use of time as specifically as possible.
Different work orders should be used to track time spent on different types of cases.
Time tracking should be done every day.

3) Department staff should actively ensure that “activities™ assigned to each work order
are accurately defined so that when tracked with ¥MS they will allow costs to be
rolled up by service objective.

4y Department financial management and accounting staff should ensure that indirect
costs are allocated by program so that complete costs may be presented on that level
and by service objective.

Harvepy M. Rose dssociates, LLC
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Section 3: Pilot Plan for Department of City Planning

Example from other jurisdiction

The City of Dallas has a ‘home-grown’ system that infegrates its financial system with ifs
budget system. Many PBB jurisdictions report using unsophisticated systems fo track
performance data and compare if to budget data, underscoring the fact that an expensive
and technologically advanced system is not a prervequisite (o implementing a strong PBB

system.
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Element #7: Reporting and active use of performance data

Current status

The Department does not currently track or utilize performance data other than total

caseload. The Department is presently beginning to track the time between development

project decisions and issuance of determination letters.

The Department reports that is does not use the performance data included in the -
Community Environment metrics section of the City budget document for management
or budgeting purposes. Performance data and results are not used in the City’s budget
process at present. ~

To implement performance-based budgeting Element #7 at DCP, the following steps are
recommended:

D

2)

3)

4)

6)

The Department’s performance data coordinator should be delegated responsibility
for ensuring timely submission of performance data in a standardized format to the
CAQ’s designated manager overseeing PBB.

The CAO’s designated manager overseeing PBB, in conjunction with the appropriate
budget document production staff, should ensure that the Department’s performance
data is integrated into the budget document.

Performance data should be incorporated into the DCP Director’s process of
preparing the Department’s annual budget subrnittal.

Performance data should be incorporated into the CAO and Mayor’s process of
preparing the proposed DCP budget.

Performance data should be incorporated into the City Council’s process of
analyzing, amending and approving the finai DCP budget.

As part of the implementation of the City-wide performance measurement process,
the Department’s performance data should be made available to the public on a
searchable website.
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Example from other jurisdiction

The City of Austin provides an online searchable database of performance meirics. The
Jfollowing two pages show (1} a list of the City of Austin’s performance measures for
Planning and Development Review and (2} a sample of one of the detailed webpages. By
clicking on any of the measures listed on the left of the first page, a user may view a page
listing detailed information including cost, FTE, program objective and description,
associated activities, current year quarterly performance data, and historic annual
performance data.

Note that programs are equal {0 common planning department divisions (ie., current
planning, comprehensive planning, one-stop shop). The City has established a
percentage of initial commercial building plan reviews completed within 21 days for its
service objective (called “Performance Measure Information”} for the One-Stop Shop
program.
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{ Select a map

B F:nc!l Options ,rgégect 3 service

Home Al City Depariments  Definitions

Key Performance Measures: Planning and Development Review

Y

Parformance Wisasure Activity

Number of nsighborhood plan rezonings adopted by the Gity  Zoning Case Management
Council :

Mumber of neighborhiood plan rezenings scheduled on Zaning Case Managsement

Planning Comynission agenda
Number of neighborhood plans adopted by the City Council  Meighborhood Planning

4 Number of neighborhood plans seheduled on Planning Neighhorhood Planning

Commission agenda

Percent of iniffal commercial building plan reviews completed  Commercial Building Plan Review
within Land Deveiopment Code mandated fime of 21 days

Percent of inspections performed within 24 hours of request  Buiiding Inspaction

7 Percent of neighborhood planning parlicipants satisfied with  Neighborhood Planning

the neighborhoed planning process
Percent of on-lime iniflal new residential zoning reviews Residantial Review

Austin City Conneclion - The Officizl Web site of the City of Austin
Contact Us: Send Email or (512) 874-6550.

©2001 City of Austin, Texas, All Rights Reserved.

P.0. Box 1088, Austin, TX 78767 (512) 974-2000

Directory | Departments | Links | Site Map | Help | Contact Us

Program
Current Planning

Cuwrrent Planning

Comprehensive Planning
Comprehensive Planaing

One Siop Shop

One Stop Shop
Comprehensive Planning

Ona Siop Shop




N i —

]E _Find? | Options | Select a service [ Select arun;a_;g_u

Directory | Departrments | Links | Site Map | Help | Contact Us

Planning and Development Review

Home Al City Departments  Definitions

Approved Amount:  $ 28,099,703
Approved FTE: 320,50}

Department Director:
Department Websife:
Bepartment Phong:

Program Information

Mame:

Objective:

Activity Information

Name:
{Objective:

History:

Services:

Agtivity Confact:

Greg Guernsey - Director
hifp:/fnw, ol austin, tx us/neighborhood/npzd. him

512-974-7668

Approved Amount:  $ 19,683,082
Approved FTE: 236,50

One Stop Shop

Tha purpose of the One Stop Shop is {o consclidate the process of land development permiting and
assistance into a single location in order to create a more efficient developmant process for the
community.

Approved Amount:  $ 1,240,809
Approved FTE: 16.50

Commercial Buiiding Plan Review

Tha purpose of Commergial Building Plar Review is fo pravide code review to the construction community
fo enstre compliant commercial building plans in a fimely mannar.

This activily is a core aclivity. This program is mandated by State Legislaiion and FEMA. The activity
includes building plan review for all commercial and mulli-family projects. Prior to 1867, review of
commearcial projecis was limited, in 1967, a buikiing inspector was given responsibifity for reviewing all

- commercial and mult-family projects for building code compliance. In the mid-1970s, review for plumbing,

electrical and mechanical code cornpliance was addad, In 1980, energy code review was added folowed
by landscape review in 1982, in 1887, Sematech and several other farge projects prompted the creation of
spacial project coordinators o facilitate review and inspection of major industrial projects.

Reviews: Mechanical, Electric, Plumbing, Building, Industial Waste, Water Utlilty, Fire Prevention, Faod
Establishment; Research and Code Adopfion

Performance Measure Information

Name:
Degcription:
Type:
Gurrent Data - Menthly
201
Target Oct.  MNov.
Mo
80 41 Data

History Bata

Percent of initial commercial buiiding plan reviews completed within Land Developrment Code mandated
fime of 21 days

This measure racts the # of intial "Twenfy-one day” (T} type commercial building plan reviews completed
within the 21 day fime period divided by the total number of T type reviews

Result

Dec.  Jan.  Fek.  BMer.  Apr.  WMay  June  July  Aug.  Sept Af?ﬁ:is
No Mo No Mo No No No No No NDI Mo Data

Data Data Data Data Pata Data Data Data Data Data

7

FY 2006 Actual FY 2007 Actual FY 2008 Actual FY 2009 Actual FY 2010 Actual FY 2010 Target FY 2041 Target

65 33

70 71 69 80 80



Section 4: Performance-based Budgeting:
Pilot Plan for Bureau of Street Services

This section contains an outline of the steps that Bureaun of Street Services (BSS)
managers and stafl should follow to implement all seven elements of a performance-
based budgeting process on a pilot basis. Board of Public Works members, and certain
staff and officials in the Mayor’s Office, City Council offices, CAO’s Office, Chiefl
Legislative Analyst Office and City Controller’s Office would alse contribute to and be
involved in the pilot program for BSS, as identified in this plan.

As part of the process of developing this blueprint plan for the BSS, we requested and
received feedback from BSS managers and all key City budget stakeholders that would
be involved in PBB implementation for the Bureau. We considered the feedback from
these parties and incorporated their suggestions when we determined it would improve
this plan.

This plan does neot provide direction regarding the amount of the overall budget
allocation for the BSS pilot program. Decision-makers may choose to implement the
PBB pilot by holding constant the BSS’s overall budget allocation and limiting changes
to redistribution within the Department given the existing level of funding, or they may
choose to allow the overall budget allocation to increase or decrease based on the results
of PBB analysis. Ultimately, when performance-based budgeting is rolled out to all
departments, the Mayor and City Council would be expected to consider broader
redistributions between departments based on the results of strategic planning and
performance-based budgeting analysis.

Element #1: Strategic prioritization and planning process in place

Current status

The BSS is in the process of developing a multi-year Bureau-wide strategic plan since
such a plan has not been in place since the last {ive year Bureau-wide strategic plan
covering the years 2001 - 2006. A draft dated July 2011 included some of the primary
elements of a model strategic plan. However, the document was incomplete pending the
completion of the Bureau’s strategic planning process.

Prior to mitiation of the strategic planning process cwrrently underway, the BSS reported
some limited elements of a strategic plan scattered in several documents. It reports
certain accomplishments and established pavement condition goals in its triennial “State
of the Streets” publication which also includes a statement of “future efforts™ with related
recommendations. However, the document does not incorperate the key efements of a
strategic plan such as assessing the organization’s strengths and weaknesses and
establishing multi-year priorities, outcomes, or objectives for making the most effective
use of the organization’s resources. The “State of the Streets” document focuses on street
resurfacing and reconstruction only but does not address the Bureau’s other key functions
such as street cleaning, urban forestry, code enforcement and weed abatement/lot
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Section 4: Pilot Plan for Bureau of Street Services

cleaning. The Bureau’s budget submittal includes statements of vision and mission, as
well as a set of detailed goals, but does not include a set of strategic priorities or a plan
for accomplishing the goals or actual results for progress toward prior year goals.

To implement performance-based budgeting Element #1 at BSS, the following steps are
recommended:

1) The Board of Public Works should direct the BSS Director to prepare, maintain and

2)

monifor a strategic plan for the entire Bureau covering all key functions, and
integrating the Bureau’s existing “State of the Streets” plan that covers street
resurfacing and reconstruction.

BSS executive staff, in conjunction with the appropriate BPW leadership, should
convene an initial strategic planning process in which mid- and long-term priorities
are delineated with corresponding outcomes, objectives and strategies. Priorities
should be broad enough to withstand any annual fluctuations arising from Mayoral or
City Council policy direction, but flexible enough to adjust to them. The following
general steps, based on recommendations from the National Performance
Management Advisory Commission', are key to a performance-driven strategic
planning process:

¢ Vision and mission identification

A vision provides a focus on a future state and provides a context for creating
measures that reflect progress toward that future state. A vision statement is often
inspirational, and it helps answer the question, “Where do we need to go?7” A
mission statement is more conerete and says what the purpose of the organization
is and also helps readers understand what is outside the purpose. It therefore helps
the organization identify what it needs to accomplish, establish priorities, and set
expectations.

e Environmental scan and analysis

This practice enables the organization fo understand the internal and external
forces that are likely to affect its ability to achieve desired results. Organizations
need to put together a full picture of the challenges and opportunities the
environment presents and the organization’s strengths and weaknesses. From this
information, assumptions can be made to guide the remainder of the planning
process. -

"* Based on “A Performance Management Framework for State and Local Government: From
Measurement and Reporting to Management and Improving”, National Performance Management
Advisory Comunission, 2010,
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Section 4: Piloi Plan for Bureau of Street Services

e Stakeholder perspectives on priorities and performance

Public involvement and a true understanding of public priorities are crucial to the
strategic planning process. Comununity meetings, citizen surveys, focus groups,
and other information-gathering techniques are most frequently used in planning
processes. In the budget, feedback mechanisms such as hearings or Web-based
budget choice “voting” systems may be useful.

¢ Key outcomes and strategies

Well-articulated and measureable outcomes provide a basis for sefting annual
targets and for assessing the extent to which the organization is fulfilling its
mission. Strategies describe how outcomes will be accomplished. Strategies can
be used to develop programs and activities that enable the organization to pursue
the outcomes

BSS management should identify a small number (five or fewer) of broad
outcomes that the Bureau seeks to achieve, An outcome is an end result over
which managers may not have direct influence, but around which programs and
service objectives should be organized. The outcome statements should be less
broad than the Bureau’s mission statement in its strategic plan but more broad
than the goals statements currently provided in the Bureau’s budget submittal.
Based on our review of the Bureau’s functions, existing divisions and current
budget programs, we suggest the following five broad outcome statements:

2 (Citizens are satisfied with the condition of streets,

= Private costs for vehicle maintenance are minimized.

s Streets and sidewalks are clean and aesthetically pleasing.

Streets are safe for pedesirians and motorists.

City streets, alleys and related throughways are in Good to Excellent
conditions, as measured by standardized pavement condition indices.

Managers responsible for programs or divisions that fall under the same outcome area
should report to the same individual in order to align managerial accountability with
the Bureau’s stated outcomes.

BSS management should conduct formal ongoing strategic planning and assessment
of progress toward accomplishing its strategic priorities at regular intervals, at least
annually.

The initial strategic planning process and the ensuing strategic planning update
processes should incorporate citizen input, which could be accomplished in any
number of ways, including using existing neighborhood outreach workshops; online
surveys; BPW hearings; and other tools.
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Example from other jurisdiction

The City of Charlotte, NC conducts a strategic planning process, according fo its
Strategic Planning Handbook, “begins with an examinaiion of organizational mission,
core values, and vision. It ends with the development of a game plan that transiates these
concepts info actions that align organizational philosophy. Strategy is an integral
componeni of the overall management philosophy. The strategic plan translates mission

into actions and action into outcomes.”

47
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LEiement #2: Organizational structure is built around outcomes

Implementation of 2 full City-wide performance-based budget process would result in
establishiment of broad cross-departmental outcome statements for the City’s six
functions and 45 sub-functions stemming from a City-wide strategic plan.
Accomplishment of these outcomes would be supported by programs, or logical
groupings of staff and resources that serve a common purpose, in one or more City
department, with service objectives established for each program. Programs may or may
not be the same as an existing organizational unit such as divisions.

For this performance-based budgeting pilot effort in the two selected departments, broad
outcome statements are needed but for the departments only rather than the full City.
Programs, or organizational units, within the pilot departments that contribute to
accomplishment of the broad outcomes need to be established if they are not currently in
place in the form of an existing organizational unit such as a division or section. Each
program should have specific service objectives for activities that managers can
reasonably control and accomplish (e.g., sweeping streets weekly vs. litter-free streets). A
single manager should be responsible and accountable for achieving the service
objectives.

Current S{atus

As a result of its lack of a strategic planning process, the Bureau has not organized its ten
divisions around broad outcome statements. Some of BSS’s divisions are responsibie for
muliiple functions that support different broad outcomes (e.g., street cleaning and minor
street repair functions with the Street Maintenance division support different broad
outcomes). For performance-based budgeting purposes, such divisions must be broken
down into separate subunits, or programs, each with its own service objective(s) and
accountable manager.

To implement perfonnance—based budgeting Element #2 at BSS, the following steps are
recommended:

1) Building upon the outcome development process that it will undertake as part of the
strategic planning process (Element #1), BSS management should develop and define
service objectives for each of their programs that support the broad outcomes. Service
objectives, unlike outcomes, should be defined so that they are within the control of
the responsible managers, who will be accountable for accomplishing the service
objectives. For the purposes of reporting to the City Council and Mayor in budget
documents, and to minimize the impact on staff, the number of service objectives for
each program should be small, yet capture the primary activity of each program. To
keep the process manageable, more detailed performance information could be
tracked and used internally for management purposes but should not be reported in
budget documents or to budget decision makers such as the Mayor and City Council.
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Based on an analysis of the Bureau’s organization chart and budgetary programs,
example service objectives are presented in Exhibit 8 for each of the Bureau’s key
programs. The actual service objectives should be determined by BSS, subject to
approval by the CAO.

Exhibit 8: Example Service Objectives for BSS Programs

Program Service Objective
Street = (Clean # miles of streets and sidewalks per year.
Maintenance

Remove # tons of tlegally dumped debris per year.

Resurfacing & | = Resurface # miles of streets and sidewalks per year as
Reconstruction needed to maintain standardized pavement condition
index of Good or better.

= Reconstruct # miles of streets and sidewalks per year as
needed to maintain standardized pavement condition
index of Good or better.

Street = Construct and/or improve streets, curbs, gutters,
Improvements sidewalks, bridges and catch basins to maintain # percent
of City streets in Good to Excellent condition.

»  Install # access ramps and # bus pads per year (subject to
change as projects change)

| Urban Forestry | ® _Trim or maintain # trees per year.

Investigation & | = Remove # illegal signs per year.

Enforcement = Conduct # code violation investigations per year.

Lot © i = Remove # square [eet of weeds from public and private
Cleaning/Weed land per year.

Abatement

2) For internal management purposes, BSS managers should further define activities for
each service objective. A service objective may require several activities which, at
BSS, may already be defined in its existing list of work order “tasks.” In some cases,
however, the BSS tasks will be too detailed to constitute a meaningful activity that
would be helpful to measure. Since BSS tasks are associated with specific work
orders and work orders may contain multiple tasks, a work order roll-up of tasks may
provide a good approximation of an activity.
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Example from other jurisdiction

The City of San Jose organizes its budget and performance measurement process around
six City Service Areas (CSA): Community and Economic Developmeni;, Environmental
and Utility Services; Neighborhood Services; Public Safety; Transportation and Aviation
Services; and Strategic Support. Each CSA has two to five outcomes and subsidiary Core
Services with their own associated outcomes.

The following twe pages show the City of San Jose's “Core Service Map” which
summarizes the CSAs and affiliated services and departments. Though different terms are
used by the City of San Jose, the budget structure mirrors that recommended for a
Performance-based Budger process in the City of Los Angeles, with San Jose's Core
Service Areas and subsidiary core services similar to Los Angeles’ functions and sub-
Junctions, respectively. Programs within each agency or depariment that comprise each
Core Service Area in the City of San Jose are not shown on the document.
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COMMUNITY & ECONOMIC
DEVELGPMENT CSA
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Section 4: Pilot Plan for Bureau of Street Services

[Element #3: Performance metrics established to measure outcomes and objectives|

Current status

For internal management purposes, the Bureau currently utilizes a set of metrics to
measure a mix of inputs and outputs for Burean divisions. The Bureaw’s Vital
Productivity Factors are comprised of 44 factors used to track the performance of nine of
the Bureau’s ten divisions (a tracking sheet is not maintained for the Executive Division).
The number of factors per division ranges from three to eight. Many of the Vital
Productivity Factors metrics measure outpufs, such as number of miles resurfaced,
number of trees trimmed, or number of small asphalt repairs, while others measure inputs
such as materials purchased or resources spent on staff salaries and overtime. Some of
the Bureau’s output metrics may be appropriate to measure progress toward service
objectives if the service objectives are defined in terms of these outputs.

To implement performance-based budgeting Element #3 at BSS, the following steps are
recommended:

1) BSS management should establish performance metrics for each of its outcomes and
service objectives as reconfigured for performance-based budgeting purposes and
discussed under Element #2 above. The following six criteria are key to sound

metrics":

e Validity — Does the measure really measure the intended concept?

e Reliability — Does the measure exhibit a minimum amount of error, changing only
when the underlying concept changes?

» Responsiveness to change — Does the value of the measure change quickly when
the underlying concept changes?

= Ease of understanding — Can the measure be easily explained and understood?

® Fconomy of collection — Does the benefit provided by collecting the information
outweigh the cost of collection? How much additional cost will be required to
calculate this measure on a more frequent basis?

e Balance — Are the measures as a group balanced along important dimensions?
{results v. drivers, short-term v. long-term, etc.)

2} The Bureau should establish appropriate metrics for its broad outcome statements that
measure the status of each outcome. For example for the “citizens are satisfied with
the condition of streets” outcome, a metric could be the percent of survey respondents

" Based on Schiemann and Lingle, Bullseye! Hitting Your Strategic Targets T!If'oifgh High-Impact
Measurement, The Free Press, 1999.
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Section 4: Pilot Plan for Bureau of Streef Services

~reported being satisfied. Bureau management should develop these outcome metrics
with direction and input from the Mayor, City Council, and CAO.

3) Performance metrics should be defined for each service objective. Metrics should be
collectible, informative, and understandable. They should be relevani to managers,
legislators, and the public, (although managers may elect to utilize a more detailed set
of metrics than they report to policy makers or the public). Suggested metrics for
cach service objective are self-evident based on the service objectives listed vnder
Element #2 above. Additionally, at their discretion, managers could establish
additional metrics for internal management purposes. |

4) BSS management should designate a performance metrics coordinator in the Bureaw’s
executive division. This position should coordinate with the designated performance-
based budgeting coordinator in the CAQ’s Office to develop and monitor metrics,
inchuzding processes to collect and report the data.

5) In the initial stages of developing the metrics, the BSS performance metrics
coordinator should propose metrics to the CAO’s designated manager overseeing
PBB, who should then consult with the BSS coordinator in revising and finalizing the
metrics.

Example from other jurisdiction
The City of Richmond, VA operates a performance management prograin,
RichmondWorks, which is integrated info its budget system to enable the use of
performance data in budget decisions. The following are select measures used in the
Public Works Department’s budget presentation for Surface Cleaning,

Street Cleaning: Lane miles of streets swept

Street Cleaning: Percent of street sweeping routes completed on schedule
Leaf Collection: Tons of leaves removed from City streets

Leaf Collection: Cost per ton of leaves collected

Harvey M. Rose Associates, LLC
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Section 4: Pilot Pian for Bureau of Sireet Services

Element #4: Mechanism is in place to accumulate and validate performance data ]

Current status

The BSS currently captures its performance data using a nmumber of different methods,
including mamual fracking of paper records, compilation of detailed cost accounting
system information, and the use of spreadsheets to record information collected
manually. The primary working documents for fracking performance mefrics are the
Vital Productivity Factors spreadsheets discussed above, one of which is maintained for
every non-administrative division. No concerted data validation process currently takes
place for the Vital Productivity Factors.

To implement performance-based budgeting Element #4 at BSS, the following steps are
recommended:

1) BSS staff should continue fo collect performance data utilizing the combination of
manual and automated methods currently in place.

2) The CAO’s designated manager overseeing PBB should create standard forms for
central submission of the Bureau’s performance data.

3) The CAO’s designated manager overseeing PBB should define timeframes for
submission of Bureau performance data.

4) The City Controller’'s Office should be responsible for validation of reported
performance data. The City Controller should designate a coordinator of performance
data validation.

5) The City Controller’s performance data validation coordinator, in conjunction with
appropriate City. Controller staff, should define validation criteria and procedures.

6) At least once per fiscal year, the City Controller’s performance data validation
coordinator should perform an audit of reported performance data for BSS. The audit
should be based on a random and statistically significant sample of records. Audit
staff should seek evidentiary documentation to support the reported performance data
and will be authorized to access BSS internal electronic accounting systems or
records as part of that effort.

7y The City Controller should report the results of the annual validation process to the
BSS, City Council, and CAO.

Harvey M. Rose Associaies, LLC
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Section 4: Pilot Plan for Bureau of Street Services

Example from other jurisdiction

The San Jose City Auditor performs limited verification of performance metrics as part of
its Service Efforts and Accomplishments report process. While many of the jurisdictions
that operate a performance-based budget sysiem report that their metrics validation
process is weak or needs improvement, managers of those systems also report that a
stronger validation process would bolster the perceived value of the data and improve
the efficacy of their PBB systems.

Harvey M. Rose 4ssociates, LLC

56




Section 4: Pilot Plan for Bureau of Street Services

Element #5: Budget links spending to service objectives

Current status

While most of the programs currently identified in the BSS budget align with the
Bureau’s organizational structure, the budget does not identify the full costs of each
“program” or related activities performed by Bureau staff that support the Bureau’s broad
outcomes. For example, the costs of construction and improvement of sidewalks, curbs,
gutters and guardrails are captured in two budget units: Street Improvements and Street
Resurfacing and Reconstruction (Units # 8606 and 8607). As a result, decision makers
such as the City Council cannot readily discern the total cost of these activities or
assoclated service objectives in the current budget document and process.

Under performance-based budgeting, like activities performed by the Bureau that support
the same broad outcome should be grouped together organizationally, as discussed above
under Element #2, with their tofal cost and service objectives identified so that City
decision-makers can view the link between funding and service levels and make
allocation decisions accordingly.

Examples of programs and key information that should be included in the BSS
performance-based budget document to link budget allocations and service objectives are
shown in Exhibit 9 below. Example explanations of changes in funding levels are also
presented to show how PBB could be used to affect budgetary allocations.

Huarvey M. Rose Associates, LLC
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Section 4: Pilot Plan for Bureau of Street Services

Exhibit 9: Sample Budget Presentation for B5S

Budget Year
Prior Year(s) Prior Year Cost of
Actual Leve] of Actual Budget Year Achieving
BSS Pregram Service ¥xpends. Service OUbjectives | Service Level
Street # miles of streets $100,000 = Clean # miles of | $120,000 (to
Maintenance and sidewalks streets and achieve an
cleaned. sidewalks per objective of
year, increasing street
cleaning
# tons debris * Remove # tons frequency)
of illegalty
removed dumped debris
per year.
Resurfacing & # miles of streets | $1,000,000 = Resurface # $1,000,000 (no
Reconstruction and sidewalks miles of streets change)

resurfaced; all
pavement in
Good or better
conditiorn.

# miles of streets
and sidewalks
reconstructed: all
pavement in
Good or befter
condition.

and sidewalks
per year as
needed to
maintain
pavement
condition indices
of Good or
better.

Reconstruct #
miles of streets
and sidewalks
per year as
needed to
maintair:
pavement

condition indices

of Good or
better

58
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Section 4: Pilot Plan for Bureau of Street Services

Budget Year
Prior Year(s) Prior Year Cost of
Actual Level of Actual Budget Year Achieving
BSS Program Service Expends. Service Objectives Service Level
Street # percent of $250,000 = Construct andfor | $230,000
Improvements streets in Good improve streefs, {reduction to
to Excellent curbs, gutters, allow for
condition sidewalks, reallocation to
bridges and Street
. Maintenance, a
catch basins to . .
tain # higher priority
maim _ identified by
percent' of City City policy
streets in Good makers)
to Excellent
condition.
# access ramps #  Install # access
and bus pads ramps and # bus
installed pads per year.
(subject to
change as
‘ projects change)
Urban Forestry # trees trimmed $100,000 = Trim or maintain $100,000
or maintained # of trees per (manager
below service year. directed to take
objective steps to meet
service objective
in current year)
Investigation & Fewer illegal $150,000 #  Remove # illegal | $120,000
Enforcement signs removed signs per year. (reflects
and code reduction in
) L " d
investigations as Conduct # code caseload)
violation
problem . .
ey investigations
diminishing
per year.

To implement performance-based budgeting Element #5 at BSS, the following steps are
recommended:

1) The Director of BSS, in conjunction with the CAQG’s Budget Director, should review
and revise the BSS’s budgetary programs to ensure they all reflect logical groupings
of like activities that support the Bureau’s broad outcomes and will facilitate the
allocation of costs by service objectives.

Harvey M. Rose Associates, LLC
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Section 4: Pilot Plan for Bureau of Street Services

2} Once the budget organization 1s amended, BSS and the CAO should prepare the BSS
budget to present costs by service objective. This wili reveal the unit costs of
achieving various levels of service.

3) BSS should allocate indirect costs for Bureau administration and support functions to
cach new budgetary program so that total direct and indirect costs for each program
and service objective are reported in the budget.

4) The BSS sections of the proposed and approved budget books should be changed by
the CAQO’s Budget Director and manager overseeing PBB to integrate performance
metric data into the BSS budget presentation. Specifically, for each budgetary
program, corresponding service objectives should be stated and shown with allocated
costs. Whenever possible, 2 unit cost should be shown.

Example from other jurisdiction

The City of Dallas budget document is ovganized around its six Key Focus Areas, similar
to City of Los Angeles functions. Dallas produces a summary page for each service
(similar to the performance-based budget programs recommended for Los Angeles), that
comprised the Key Focus Area. The example shown on the following page is for the
Construction Plan Review and Permifting service. As shown in this example, the primary
organizational focus is the service, not the department, which is merely referenced in the
top right corner. The performance measures compare the target fo the estimated actual
in the current year, with an indicator for actual status (in this case, “on track”}, and a
proposed target for the next budget year.

Harvey M. Rose Associates, LLC
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Key Focus Area 2: Economic Vibfancy-

Street Repair Division - Concreate _ : ‘Department:  Street Services

282 Description: Street Repair Division-Concrete oversees a maintenance inventory of approximately 5,300 lane miles of concrete streets and 1,200 miles of paved
alleys Services includs major mamtename repalrs on streets and aleys generated by customer semce requests

) FY 2009-10 Budget ‘ FY 2009-10 Estimate FY 2010-11 Proposed
Source of Funds: Dollars FIE 7 Doltars g Dollars CFIE
General Fund ) | $8,024,758 136.1 : $8,2?5,303 111.2 . $7.812,768 S 1442
Enterprise/internal Sve/Other $0 0.9 , Y 00 $0 0.0
Additional Resources . $3,385,268 ' 0.0 $2,115,974 0.0 $3,386,266 - 00
Total $11,410,022 1361 . $10,391,277 111.2 ) $11,198,034 144.2
Porfarmarnce Measurss . : FY 2008-10 Budget . FY 2009-10 Estlmata FY 2010-11 Proposed
L B
Percent of Service Requests maeting service jevel agreements T 80% ) - B0% 850%
Nurnber of square yard'pe'rmanent congrete repair ' 58.000 _ 36,060 S £6.000
Number of square yard concrete alley repair ) B D(}O 5,000 5,000

Number of linear feat of curb and gutter repalred . . 74 0co 40 000 74,600

F‘:’ 09-10 Porformance Measure Status
‘ Not on Track

Bervice Target FY 2010—1 1:. Comp!ete 80% of Service Requests within the Serwce Level Agreement of 90 days .

Major Budget ltems; Maintained the current funding level for concrete street aliey and curb & guttar repaire

Addmonal resourcss include relmbursemant from HousmglCDmmun;ty Sarwces and Parks and Recreanon for concrete work

Fconomic Vibrancy

BOIE 3UIAISS ‘az,emuo_’j - BOISIAK] redeyy 10ang 0] 12png Segea"— w0 A0y 30 deoxyg



Section 4: Pilot Plan for Bureau of Street Services

[Element #6: Accounting systems aligned with budgeted service delivery structu_rgsj

Current status

In addition to FMIS, BSS uses an in-house electronic cost accounting system that
incorporates information from FMIS, PaySR, SMS and other sources.  Through this
combination of systems, and because work orders are used heavily in the Bureau, BSS
has the technical infrastructure to account for costs at a detailed level. All BSS staff track
their time on timesheets using one or more of the nearly 500 “task codes” established by
.BSS. However, work orders are not directly coded by task codes, and work orders do not
contain coding for program. This makes accounting for the full costs of programs
difficult. For example, identifying the costs of street resurfacing over a full fiscal year
requires the compilation of thousands of work orders, which can not currently be
accomplished automatically or quickly. While labor costs may be easily “rolled up” by
task or division, these aggregations do not include non-labor costs, so the full costs by
program and service objective can not currently be easily identifted.

With the recent implementation of FMS, staff reports that the BSS in-house cost
accounting system remains intact and integral to the BSS cost accounting operations and
that FMS interacts with the in-house system in much the same way that FMIS did. In
order to efficiently account for both personnel and non-personnel costs by program, BSS
staff will need to ensure that work orders in FMS are coded by program. This may be
accomplished by defining one of the “Activity” fields as a program coding field and
ensuring that all work orders are assigned a program code.

To implement performance-based budgeting Element #6 at BSS, the following steps are
recommended:

1} BSS staff should utilize the Activity field (or one of the several fields available for
departmental definition and use) in the new FMS to ensure that all work orders are
coded by program.

2} Bureau staff should review and, as necessary, revise its list of tasks to ensure that all
are current and used in a way that best reflects actual activities.

3) The BSS Director should ensure that Bureau staff are accurately utilizing task codes
in a way that represents their actual use of time. The BSS Director should direct all
staff to track and report their time by task code every day.

4) Bureau staff should actively ensure that the BSS tasks assigned to each work order
are accurately defined so that when tracked with FMS they will allow costs to be
rolled up by service objective.

Harvey M. Rose Associates, LLC
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Section 4: Pilot Plan for Bureau of Streef Services

5) Bureau financial management and accounting staff should ensure that indirect costs
are allocated by division so that complete costs may be presented for each program

and service objective.

Example from other jurisdiction

The City of Dallas has a ‘home-grown’ electronic system that integrates ils financial
system with its budget system. Marny PBEB jurisdictions report using unsophisticated
elecironic systems to track performance data and compare it to budget data,
underscoring the fact that an expensive and technologically advanced system is not a

prervequisite to implementing a strong PBB process.
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Section 4: Pilpt Plan for Bureau of Street Services

LElement #7: Reporting and active use of performance data

Current status

The data included on the Bureau’s Vital Productivity Factors reports are updated monthly
and used by management continually to monitor progress and adjust goals throughout the
year. However, it is unclear the extent to which the perfermance data drives internal
budget decisions or if, in fact, the budget allocation drives the performance level. (An
example is the Bureau’s assumption of a $350,000/mile resurfacing cost, which is based
on a study conducted several years ago, implying that change in cost efficiency is either
not desired or not possible. As long as the unit cost is assumed to be set, the Bureau’s
resurfacing performance will only be a function of budget allotment. )

To implement performance-based budgeting Element #7 at BSS, the following steps are
recommended:

1) The Burean’s Director should direct the performance data coordinator to ensure
timely submission of performance data in the standardized format to the CAO’s
designated manager overseeing PBB.

2} The CAO’s designated manager overseeing PBB, in conjunction with the appropriate
budget document production staff, should ensure that the Bureau’s performance data
is integrated into the budget document.

3) The performance data should be incorporated into the BSS Director’s process of
preparing the Bureau’s annual budget submittal.

4y The performance data will be incorporated into the CAO and Mayor’s process of
preparing the proposed budget.

5) The performance data will be incorporated into the Cily Council’s process of
analyzing, amending and approving the final budget.

6) As part of the implementation of the City-wide performance measurement process,
the Bureau’s performance data will be made available to the public on a searchable
website.

Example from other jurisdiction

The City of Austin provides an online searchable database of performance metrics. The
Jollowing two pages show (1) a list of the City of Austin’s performance measures for
Planning and Development Review and (2) a sample of one of the detailed webpages. By
clicking on any of the measures listed on the lefl of the first page, a user may view a page
listing detailed information including cost, FTE, program objective and description,
associated activities, current year gquarterly performance daia, and historic annual
performance data.
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Section 4: Pilot Plan for Bureau of Street Services

Note that programs are equal fo common planning department divisions (ie., current
planning, comprehensive planning, one-stop shop). The City has established a
percentage of initial commercial building plan reviews completed within 21 days for its
service objective (called "Performance Measure Information”) for the One-Stop Shop

DProgram.
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Homs Al City Departments  Defintions

Key Performance Measures: Public Works
Performance Measure Aptivity Program

1 # of curb ramps constructed

-Bicycle & Pedestrian

Bicycle and Pedestrian

Infrastructure Mgnit infrastructige
2 # of new bicycle route miles constructed Bicycle & Pedestrian Bicycle and Pedestrian
Infrastructure Mg, infrastructure
Lane miles of overfay completed Asphalt Overlay Street Preventive Maintenance

Lane miles of preventive maintenance crack seal completed

3
4
5 Lane miles of preverfive maintenance slurry seal completed
=]
7

Crack Seal Resurfacing
Seal Coat

Strest Preventive Maintenance
Street Preventive Maintenance

Lane miles of thin surface trealiments completed Seal Coat Street Preventive Maintenance
Linear feet of sidewalks constructed Bicycle & Pedesirian Bicycle and Padestrian
infrastructure Mgt Infrastructure

8 Percent of Projects that pass one-year warrenty inspection  CIP Inspections Capital Projects Dalivery
without sianificant construciion deficiencies

9 Perceni of Shrest Preventative Maintenance completed as
compared fo the Annual Serdce Plan :

19 Percent of hours that warranied school crossing locations School Crossing Guards Chiid Safely
are cowerad

11 Percent of lane miles in fair to excelient condition

12 Percent of projects managed by Public Works that are Project Management

cornpleted within budaet {(appropriated funding)

13 Total number of lane miles of street preveniative mainienance
completed '

Street Preventive Mainienance

Operations Management Strest Preventive Malntenancé

Capital Projects Delivery

Street Preventive Maintenance

Austin City Conrsction - The Official Web site of the City of Austin
Contact Us: Send Emall or (512) 974-8550.

©2001 City of Austin, Texas. All Rights Reserved.

P.C, Box 1088, Austin, TX 78767 (512) 974-2000




Options | Select a service | Select a map ]

Directory | Departrnents | Links | Site Map { Help | Contact Us

Public Works

Department Dirsctor:
Department Website:
Department Phone:

Program information

Mame:

Objsctive:

Activity Information

Mame:
Objective:

History:

Bervices:

Agtivity Contact:

Home Al City Departments  Definifions
Approved Amount:  § 74,878,179
Approved FTE: 401.00
Robert Hinoiosa Acting Director
hitp:/fvesaw. ol austin, i us/testpublicworks/defaull, htm
51 2~974«7’| 58
Approved Amount: $ 450,017
Approved FTE: 475

Bicycle and Pedestrian Infrastructure

The purpose of Bicycle and Pedestrian Infrastructure program is to plan and construct bicycle, pedestrian
and road projects where appropriate and to work with TXDOT, Travis Coundy and CAMF’O on rmuli-rmedal
facilifies.

Approved Amount:
Approved FTE:

§ 450,017
4.75

Hicycle & Pedestrian Infrastructure Mamt.

The purpose of Bicycle and Pedestrian {nfrastructure Management activily is to pfan and construct
bicycle, pedestrian and road projects where appmpnate and fo wark with TXDOT, Travis County and
CAMPO on muifi-modal facilities.

This activity js a Core Activity. It is mandated by the Americans with Disabiliies Act, This activity was
created in FY 03-04.

‘Prepare and implement the Pedestrian Plam; Prepare and irmplement the ADA Master Plan; Prepare and
implament Advanced Funding Agreements with TDOT, Coordinate implementation of read, bicycle,
pedastrian and access projecis with THOOT and Travis County , Davelop, program and consfruct hicycle
lanes; Develop, program and construct bicycie routes; Develop off-street paths and frails; Analyze adopied
Bicycle Plan route miles; Provide bieycle racks and other parking facilifies; Develop, program and
consiruct curb ramps; Develop, program and construct sidewalks; Promote pedestrian and bicycle friendly
street desigh

Michae! Curfis 512-874-7056

Performance Measure Information

Mame:
Description:

Type:
Current Data - Ouarierly

2041 Target
250

Histary Data

# of curb ramps consiructed

Total quantiies constructed by the Bicycle & Pedestrian Team along with Street & Bridge Division/PWD
Crews.

Output
o Q2 i3 o4 2011 Actuals
48 Mo Data Ne Data Mo Data No Data

FY 28006 Actual FY 2007 Actual FY 2008 Actual FY 2008 Actual FY 2010 Actual FY 2010 Target FY 2011 Targst

MNew Meas,

New lMeas. 184 83 263 200 250




Appendix

Glossary of Key Terms for Performance-based Budgeting
Activity
A process undertaken by an organization to convert inputs into outputs.
Function
A group of related Sub-Functions that comprise a common broad City service area. The
highest level of budgetary organization in the City.
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 cairied out.

Outeome

The result of a program, service, set of activities, or strategy. An outcome is nota
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
quantitative 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.

Service Objective

For the departmental program level, a statement of what is to be accomplished in specific,
well-defined, and measureable terms and that is achievable within a specific time frame.
A departmental program would typically include multiple service objectives.

Strategic Planning

Systematically addresses an crganization’s purpose, mternal and external environment,
value to stakeholders, and current and future plan for action.
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Appendix: Giossary of Kev Tering

Sub-Function
A group of related budgetary programs that may cross departmental boundaries.
Vision

An idealized view of what the organization would like to be or accomplish in the future.
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