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Last year, the Office of Strategic Organizational Improvement issued a special report on the state of budget processes and practices in Mecklenburg County.  While it recognized that overall, Mecklenburg County has very strong processes and practices, the report did make ten recommendations.  Following is a list of the recommendations and a status update:


Recommendation






Status
1. Establish Multi-Year Strategic Business Plan


Complete

2. Emphasize Priority Setting by Board




Complete

3. Continue Performance Measurement Development


In Progress

4. Link Goal-Funding-Performance Framework


Incomplete

5. Written Comprehensive Financial Policies



Incomplete

6. Enhanced Target-based Budgeting




Complete

7. Program+Results Driven Budgeting




In Progress

8. Improved Communication and Trust




Complete

9. Preliminary Budget Recommendations



In Progress
10. Ongoing Program Review





Complete

The purpose of this report is to update the status on these recommendations and suggest next steps in developing budgeting best practices.
  
	Recommendation 1:  Establish Multi-Year Strategic Business Plan

	Special Report Commentary:  The County’s current budgeting process establishes funding from year to year.  While the Board has established a long-term vision for the community and adopted broad goals through the use of the Community & Corporate Scorecard, there is not a clear link between the annual funding process and these long-term goals.  As a result, the Board should establish a multi-year business plan (suggested as a three year plan) with annual funding decisions approved by the Board each year.
  This focus and approach will allow the Board to better link annual funding to services intended to reach long-term goals.  It also would facilitate better planning for future funding and services as well as a better understanding by residents of what results the Board’s funding is intended to achieve.
	Status:  Complete.
Next Steps:  Provide recommended revisions to the Plan, as needed, during the Board’s Strategic Planning Conference.


	Recommendation 2:  Emphasize Priority Setting by Board

	Special Report Commentary:  A 1997 publication by the International City/County Management Association (ICMA) suggests that the primary roles of the elected body in the budgeting process are to set policy, determine priorities, communicate funding preferences and receive public input and feedback on community needs and budget issues.  While the Board has set broad goals in its Community Vision 2015 and the Community & Corporate Scorecard, the Board as a body also should identify priorities and funding preferences that would be used by the County Manager in developing a recommended budget.  Combined with a multi-year focus, the Board would strengthen its role in the budgeting process by developing and communicating priorities.  An important aspect to setting priorities is the establishment of critical criteria that would be used by Board members.
	Status:  Complete.
Next Steps:  The Board’s Strategic Planning Conference should include time for the Board to reassess its priorities, based on any new information provided by staff from the FY05 Program Review, input from residents and customers, and other factors.  In addition, strong consideration should be given to acquire meaningful input from residents regarding service priorities.


	Recommendation 3:  Continue Performance Measurement Development

	Special Report Commentary:  Mecklenburg County continues its efforts to develop and use meaningful performance measures.  While a strong emphasis is on developing sound outcome measures, the County is building a family of performance measures (e.g., output, outcome, efficiency) to assist the Board and the County Manager in evaluating performance.   While the County’s current performance measures do not yet provide a comprehensive method to evaluate and guide progress in achieving the Board’s goals, Mecklenburg County is on schedule for the full development of these measures at the program and service levels.  This effort should continue as planned.  However, the Board and staff must have mutual agreement on the performance measures that will be used by the Board in decision-making.  
	Status:  In progress.  While the Balanced Scorecard measures are closely tied to the priorities of the Board, service-level performance measures do not accurately reflect the work done by the service.  More work needs to be done on developing a family of measures that accurately capture the results generated by the services performed by the County.  The performance measure application implementation will contribute to developing these measures.

Next Steps:  Train department staff on performance measures and their use in the County.  Management Analysts will facilitate the development of service level measures in partnership with departments.  SOI will do this during Fall 2004.


	Recommendation 4:  Link Goal-Funding-Performance Framework

	Special Report Commentary:  The Board and County management have done a good job of incrementally establishing the key pieces of this framework.  However, more effort must be made to link these elements into a seamless planning and budgeting process.  To facilitate more informed decision-making, the Board should be provided more clear and explicit descriptions of services and costs, the result and value of these services, long-term implications of funding options, and service alternatives.  The Board’s broad goals should be tied to strategies to achieve these goals, which are tied to funding that is needed to support these strategies, which are then evaluated using meaningful performance measures.
	Status:  Incomplete.  While all the pieces are present in the County’s budget process, the links need to be strengthened.  The linkage between funding and services is very strong.  However, the linkage between the services and performance results need to be strengthened so that a clear picture of goal(funding(performance can be developed.  This can be done by developing service-specific performance measures and through the inclusion of service budget pages in the FY 2006 budget.


	Recommendation 5:  Written Comprehensive Financial Policies

	Special Report Commentary:  Mecklenburg County follows the Government Finance Officer’s Association (GFOA) recommended practices and has been long noted for its excellent financial management.  While Mecklenburg County has numerous financial/budgeting policies, there is not one definitive document or written source containing these policies.  In addition to having a set of clearly defined, multi-year goals that provide overall direction, the County should have a complete set of written financial policies that are the basis for decision-making. 


	Status:  Incomplete.  While written financial policies and procedures may exist on paper, they are not comprehensive or easily accessible.  Policies are scattered throughout several documents and the County’s intranet.  Processes for budget formulation are well known and with the recent changes well documented.  However, budget execution practices and the policies that guide them have not been updated in many years and are poorly documented.  Much work still remains to be done in this area.  

Next Steps:  Over the course of the next several months, SOI – working with Finance – will develop policies and procedures for developing and executing annual budgets in every critical area.  This process will start by identifying existing policies and procedures and updating them.  Where no policies are available, new policies will be created to guide the County’s departments in the management and use of funds.


	Recommendation 6:  Enhanced Target-based Budgeting

	Special Report Commentary:  While the County has used a form of targeted-based budgeting, improvements can be made in this process by linking it to the Board’s multi-year priorities.  Target-based budgeting provides a clearer division of responsibilities between the Board and staff in the budgeting process.  In target-based budgeting, decisions are made based on established goals and priorities.  


	Status:  Complete.  TBB has been incorporated into the County’s overall budgeting processes.  However, targets are developed at the departmental level.   In a service level budgeting universe, departmental targets have limited utility.  

Next Steps:  For the FY 2006 budget process, funding targets should be set for each Focus Area, but not departments.  This will facilitate budgeting by service, across departmental lines, with a primary focus on developing Focus Area budgets to achieve results, rather than budgeting by department to a somewhat artificial number.  In addition, service targets can be used to determine whether the Board wishes to increase, decrease or maintain a current service level.  With stronger service-level performance measures, it should be easier to see the relationships between: funding ( service levels ( service performance ( service results.


	Recommendation 7:  Program + Results Driven Budgeting

	Special Report Commentary:  The County’s current budgeting process is heavily weighted toward departments.  A department-driven budget approach can overwhelm elected officials with excessive detail and often obscures program evaluation.  In addition, the County’s budget is incremental, with this year’s adopted budget used as a starting point for next year’s allocation.  The competition for funding based on performance is limited, with most of the funding treated as a “fixed” allocation and only a small portion viewed as variable.  In particular the department-driven budget approach results in the Board delving into service minutiae to make funding decisions.

While it is important that the Board knows each department’s total funding request, this approach should not be a driver of the budgeting process.  Instead, a key driver should be linking funding to the Board’s program category priorities, as well as service performance.  The combination of program+results driven budgeting and target-based budgeting allows elected officials to move from discussions about details toward decisions on policy and other choices, based on strategic goals and priorities.  
	Status:  In progress.  The County has taken significant steps toward this recommendation by budgeting by service.  
Next Steps:  In FY06, budgeting will be focused on results and services across departmental lines.  More collaboration and perhaps consolidation of services by departments will be required to develop budgets.  As stated in Recommendation 6, a premium will be placed on developing Focus Area budgets, by service with results as the key goal.  As part of the FY06 budget process
, SOI plans to evaluate the performance and cost of each service to assess which strategies and service delivery methods provide the greatest ROI (return on investment) and/or are most highly correlated with the County’s desired outcome.  This will be accomplished through the development of service level performance measures and comparative ROI analysis of the service results for each desired outcome.  This analysis will include an assessment of the service cost in relation to the impact.  This will enable the Board to better prioritize funding options.  


	Recommendation 8:  Improved Communication and Trust

	Special Report Commentary:  Enhanced efforts need to be made to improve communication between the Board and the County’s professional staff.  Some Board members have said they do not receive complete or timely information.  While staff understands that Board members want more from them, it is often difficult to determine precisely what is wanted.  Also, effective communication among elected officials and staff can be difficult when elected officials do not agree among themselves.  This has often led to multiple budget variations, some developed by Board members.  These variations often cause confusion among the Board and staff regarding which budget information to use and communicate.  It also results in staff responding to multiple and sometimes conflicting requests for information.  This fragments staff efforts and dilutes clear communication.  

Some Board members may not see themselves as members of a team (among themselves and/or with staff).  As a result, communication with staff may be vague and difficult to interpret.  This lack of effective communication can lead to distrust, which is highly unproductive in a budgeting process or any collaborative effort.  

Implementation of the recommendations above would immediately improve communication because they will better define the roles and responsibilities of the Board and staff, will improve the clarity of the budget information and budget documents, and will make the process more understandable for stakeholders and participants.  However, to some degree, there must be trust between the Board and staff.  The Board must have confidence in staff as professional managers and trust that the information provided has been developed with best effort and expertise.  Staff must provide the Board with all relevant information in a clear and understandable manner to help the Board make an informed decision.
	Status:  Complete.  Staff has provided information to the Board in a more understandable, comprehensive and timely fashion.  

Next Step:  To build on what’s been accomplished by strengthening the trust relationship and increasing communication between the County leadership and the department heads in the budget process.  



	Recommendation 9:  Preliminary Budget Recommendations

	Special Report Commentary:  The County Manager has statutory responsibility for providing the Board with a recommended budget.  In the past, this recommendation has occurred at one time.  Instead of this traditional approach, the County Manager should consider making a series of preliminary budget recommendations on portions of the annual budget over several weeks.  This would allow the Board more time to evaluate the key strategies associated with the recommendations and the impact and implications of funding decisions.  It also would allow the Board to suggest changes that could be reflected in the County Manager’s Recommended Budget.  In addition, this process change could improve communication between the Board and County Manager by structuring more time for preliminary considerations and discussion prior to a formal recommendation.  While this approach offers great potential for improved communication and partnership between the Board and County Manager in developing the Manager’s Recommended Budget, there is some risk that the Board would attempt to dictate what the Manager recommends.  This would be in conflict with the Manager’s statutory responsibility for recommending a budget.  As a result, the Board should continue to provide strategic direction and feedback regarding preliminary recommendations rather than taking formal action to mandate changes.
	Status:  In progress.  The County Manager did provide preliminary recommendations on a few key decisions, including employee compensation.  However, it may be useful to specify in advance what aspects of the Manager’s Recommended Budget will be provided to the Board as preliminary recommendations.  This will assist in planning and decision-making on an incremental basis.
Next Steps:  SOI will recommend to the Manager those aspects of the budget that should be presented to the Board as preliminary recommendations.


	Recommendation 10:  Ongoing Program Review

	Special Report Commentary:  Periodic in-depth departmental and program reviews could add value to the budgeting process.  However, it is recommended that such a review be conducted annually by the County Manager at the staff level, rather than at the Board level.  In addition, the program review would be revised to include a portion of the County budget each year rather than all County programs and would include a program assessment rating to evaluate the efficiency and effectiveness of each service.  The County Manager would provide an annual Program Review Report to the Board at its Strategic Planning Conference.  In addition, the County Manager would provide quarterly reports to the Board regarding findings and follow up to the Program Review and/or selective reporting of important performance issues.


	Status:  Complete.  A review of all programs was completed for the FY 2005 budget cycle.  
Next Steps:  Starting with the FY 2006 budget cycle, an annual program review of one-third of all programs will be conducted preceding the budget formulation process.


FY 2006 Budget Process Next Steps

Although much progress has been made, there are more opportunities to improve Mecklenburg County’s budgeting process and practices.  First, continue to implement the original recommendations made as part of the FY 2005 budget process.  Several of these are incomplete and must be addressed.  The most critical of these is developing a comprehensive set of written policies and procedures for budgetary practices in the County.  In addition, there are several other actions the County could take to improve its budgeting processes and practices and these are listed below.

1. Conduct an evaluation of how current practices and processes stack up against National Advisory Council on State and Local Budgeting (NACSLB) standards.

While we do comply with many of the recommended budget practices, an in-depth internal assessment of strengths and weakness would be appropriate for focusing our improvement efforts.

2. Develop a budget system that supports new practices.

While the County’s budget practices are very innovative, the supporting technology is not well suited to handle these innovations.  As a result, considerable human labor has been spent in developing creative technical patches to keep up with changes in the budget process.  In some instances, the innovation ends with the formulation of the budget and can’t be institutionalized into the daily operations of the government since the systems do not support it.  (Note:  Currently, the County is developing the requirements for a new budget system that meets the needs specified above.)
3. Integrate the various activities into one comprehensive process.

Program review, budgeting, and performance assessments – for the most part – still are independent activities.  The activities should be designed in such a way to support each other.  For example, the information generated in the program review process should be an integral part of the budget formulation process.  Budget formulation should set the targets for the services that are measured as part of the performance assessment process and the assessment should feed the program review process.

4. Build critical activities and analysis into the budget formulation process to address weaknesses in budgetary analysis.

Critical budgetary information is currently not tracked in a comprehensive fashion.  While local revenue budgeting is very strong, there are gaps in analysis in grants, special purpose revenue, and capital funds.  In addition, planning and budgeting for large ticket items, such as technology and contracts, are fragmented and need to be included in the overall process.  Using the budget process to collect and share this information with decision-makers will result in a more transparent and complete budgeting process.

5. Manage the same way we budget.


Because of the limitations of BRASS, the budget system, we can budget by service, but we do not manage by service.  Advantage, the financial system, cannot provide financial reports by service.  As we continue to develop the service-level budgeting model, we will need to incorporate service budgeting functionality into the new budget and financial systems.    

We also need to enable departments to redirect their management focus to Focus Area results and associated Program Categories.  This likely will involve a reformation of the Focus Area Leadership Teams’ accountabilities and perhaps membership.  It also may involve departments organizing resources and decision-making around Focus Area desired results and the associated Program Categories, fostering more formal collaboration and perhaps consolidation of department resources.  The primary goal of developing department budgets should be the creation of a recommended budget for each Focus Area.  This will facilitate the transition to managing for results by services rather than by departments.  In addition, this would facilitate integrating performance management into the organization since measures can be closely tied to service delivery.  


6.  Coordinate Capital Improvement Plan budgeting into the overall budget formulation process.

Currently all capital project financing is ably handled through the Finance Department.  From general obligation bonds to certificates of participation to debt servicing, these functions are well managed.  However, there are a set of responsibilities related to capital budgeting that should be well coordinated with the budget formulation process.  Improving coordination the capital budgeting process would increase the ability to forecast the operating cost of capital as well as ensuring that the capital budget is completed at the same time as the operating budget.

Proposed Budget Process for FY 2006

As a result of these continued improvements to how the County evaluates results and allocates resources, the budget process should have the following characteristics:

· Service-centric – level at which executives make resource allocation decisions.  SOI would develop org unit/fund type/object distributions working with departments.

· Performance/results driven – service-level performance measures should be tied to service budgets.  These, in turn, should be aligned with the Community & Corporate Balanced Scorecard as well as Focus Area Scorecard goals.

· Fully transparent – as a result of this process, there should be transparency on the County’s operating and capital budget processes and budget numbers.

· Operating and Capital budget coordination – improved coordination between the operating and capital processes to ensure all necessary interdependencies and linkages are addressed.
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	Mecklenburg County Community Vision
	In 2015, Mecklenburg County will be a community of pride and choice for people to live, work, and recreate.

	
	

	
	

	Vision of Mecklenburg County Government 
	To be the best local government service provider.

	
	

	
	

	Mission of Mecklenburg County Government
	To serve residents by helping improve their lives and community.

	
	

	
	

	SOI’s Mission
	SOI was established by the County Manager to provide leadership in change and improvement in pursuit of more effective and efficient government services.  Improved performance of organizational systems and the institutionalization of the Managing for Results (M4R) theory of business are its priorities.  The directive to lead change and facilitate improvement is reflected in the SOI mission statement:

Provide transformational leadership to increase service value throughout the organization.

	
	

	
	

	Contact Information
	Office of Strategic Organizational Improvement

Charlotte-Mecklenburg County Government Center

600 East 4th Street

11th Floor

Charlotte, NC 28202

(704) 336-6989 telephone

soi@co.mecklenburg.nc.us email

CharMeck.org

4citizenhelp.org



	
	

	Customer Service Philosophy
	More than any other consideration, Mecklenburg County employees should serve their customers based on the following philosophy:

We treat customers as we would like to be treated.
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� The Special Report Commentary is taken from the Special Report:  Budgeting Process and Practices document completed in Fall 2003.  The Status column updates the analysis recommendations.


� Bold formatting has been added to highlight significant passages from the Fall 2003 Special Report.


� In Recommendations 6 & 7, there are three different types of budgeting methodologies referenced.  This can be confusing for decision-makers.  As the County moves forward, it will need to clarify its budgeting model.
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