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INCREMENTAL VS. PRIORITY BASED BUDGETING (PBB)

Incremental Budget Priority Based Budget

What was last year's budget? Wil el eu gocih eing

objectives2
Layer in revenue forecasts and How do our existing programs align
expenditure projections. with our goals and objectives?

What have those programs cost

If there is a resulting deficit... historically?

What fford to fund?
Across-the-board budget arcan we griora fo fun

cuts to achieve balance. _ (Fund the high-priority,
high-performing programs.)
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PHILOSOPHY OF PRIORITY BASED BUDGETING

v Prioritize Services

v Do the important things well

v Questions past patterns of spending

v Spend within the organization’s means

v Know the frue cost of doing business

v Provide transparency of community priorities
v Provide transparency of service impact

v Demand accountability for results

Source: Anatomy of a Priority-Driven Budget Process, GFOA, 2011 3
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HIGH-LEVEL PROCESS OVERVIEW

Rate (prioritize)
programs and
services in alignment
with strategic plan
and external forces
(e.g.mandates)

Allocate resources to
the highest-priority
programs and
services

Identify available

Inventory programs

resources and services
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REALIGNMENT OF AVAILABLE RESOURCES

Current Alignment of Resources

1

High

2

3

Program Priority

Low..>

Realignment of Resources

4

$ (thousands) $10 $20 $30 $40 $50 $60 $70 $80 - d

Current Alignment:
Budget: $240,000

Program Priority
Low--> High
N

FTE: 62
After Realignment: L
Budget: $210,000
FTE: 57 $ (thousan ds) $10 $20 $30 $40 S50 $60 $70  $80 $90  $100
rii‘ Reallocate spending and personnel to high priority programs 5
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CHALLENGES

. Requires a maijor shift from traditional budgeting

2. Need a clear understanding of the priority-driven
budgeting philosophy

3. Need support from Department Heads, Electeds and
CMOQO’s Office
a. Not a process that fixes a structural deficit
b. It becomes the WAY an organization approaches the resource

allocation process
4. Brings with it an important cultural shift

a. Move focus on spending to focus on ACHIEVING RESULTS through
the budget process
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RECOMMENDATION

That the Finance Committee receive and provide input on
a presentation on Priority Based Budgeting.
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