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What Is Strategic Budgeting? 

1-2 Year Plan 
 

  Capturing Projections 
Scenario analysis 
   Trend Analysis  

    5-10 Year Plan 
 
County Board Goals 
Personnel  Strategy 
CIP Planning 
 
   

Current  Year          
  Budget vs. Actuals 
      Operational 
Reporting 
  Interactive 
Dashboards 

Ongoing 
Transparency 
Stories about CIP 
Interactive Budgets 
    



What’s So Hard About Strategic Budgeting? 

4 Systems 

  6  Spreadsheets 

        4 Audiences 



We  Needed  1 tool to streamline our process 

 
Rolling CY into FY estimates 

Capturing Projections 
Scenario analysis 
   Trend Analysis  

     
Strategic Planning 
Forecasting 
Personnel Planning 
CIP Planning 

 
   

           Budget vs. Actuals 
      Operational Reporting 
  Interactive Dashboards 

Transparency 
Stories about CIP 
Interactive Budgets 
    



And then……..my world turned upside down…  twice 
     New assignment  (aka- real world)  PANDEMIC!! 
 
 
 
 
 



We  Needed  that tool NOW! 

 
Rolling CY into FY estimates 

Capturing Projections 
Scenario analysis 
   Trend Analysis  

     
Strategic Planning 
Forecasting 
Personnel Planning 
CIP Planning 

 
   

           Budget vs. Actuals 
      Operational Reporting 
  Interactive Dashboards 

Transparency 
Stories about CIP 
Interactive Budgets 
    



New challenges 

Potential Budget Reduction 
 
Formal Strategic Personnel Plan (e.g., restructure and 

broadband) 
 

10 - Year Capital Improvement Plan  
 
5 -year state funding plan   
 
Communication method needed to ensure that County and 

Library Board have the same goals. 



How am I going to start? 

Where are the 
opportunities? 

 
 
 
 
 



 Where  Are the Opportunities? 

Personnel 
70% 

Books 
15% 

Operations 
  15 % 



	Admin				Bld	OH		 	DELV		 	Tech		 	NTN		 	RUM		 	CRL		 	MSP		 	CEN		 	JOH		 	NCL		 	STF		

Gross	Expenditures	



Other 

Found a fantastic time study- 50% of work= Production 



LIB	I	
$70	K	 	Br.Mgr.	

$	80	K	

LSA	

	$50	K	
	

LA/Circ	
$60	K	

Area	Br.	Mgr.	

$95	K	



Planning for Personnel Comp Cost Elements (Global)  



Planning for Individual Comp Rate Adjustments  



Planning for Compensation Costs (Global) 



Expected Outcomes 

10 % Budget Reduction 
 
Strategic Personnel Plan (e.g., restructure and broadband) 

 
10-Year Capital Improvement Plan  
 
5  Year State Funding Plan   
 
 
YTD projections on shared dashboards and public Stories  
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From Reactive to Preemptive Budgeting  

COVID-19: 2 Weeks for Scenario Planning +  
Proposed Budget Redo 

 

4-5 hours: 
questions  

 

4 Weeks: 
Budget book  

2 questions  
 

3 days to 
Proof  



Overview 

1.  Ways of the past … 

2.  What did we change? 

3.  How did we change? 

4.  COVID-19 

5.  Council and Community Engagement 

 
 

 



Ways of the past … 
1.  Incremental budgeting 

2.  20-year old system 

3.  Five-Year General Fund Financial  
        Forecast 
 
4.  All budget proposals are treated  
        the same 

5.  Little analysis 

6.  Financial document 
 

 
 

 



What did we change? 
1.  New budget system 

2.  Ten-Year General Fund Financial  
         Forecast 

3.  Implementation of budget phases 

4.  Policy document 

5.  Council and Community Engagement 

6.  Incremental budgeting … less so 

 
 

 



How did we change? 
1.  Buy-in from Council 

2.  Eight week implementation period 

3.  Buy-in from the City Manager’s Office, Executive Leadership Team 
and department staff 

4.  Training, training, training … 

5.  Improvements for everyone 

6.  Allowing for missteps 

 
 

 



COVID-19 Preliminary Fiscal Impact (late March) 



COVID-19 Preliminary Fiscal Impact (late March) 



Personnel Cost Budgeting 
•  Pension 

– Miscellaneous and Sworn Employees 
•  Health  
   Benefits 

– Based on  
employees’  
election of  
benefits 

•  Retiree Medical Benefit  
– Based on actuarial study 
– Miscellaneous and Sworn Employees 

 
 



Pension Cost Components 
Normal Cost 

– annual benefit cost for active employees 
– percentage of payroll 
 
 

Unfunded Actuarial Liability (UAL)  
– represents outstanding funding needed for services provided by active 

or former City employees 
–  fixed amount payable translated into a percent of payroll 
 

 
 

Miscellaneous Plan Safety Plan 

FY 2020/21 10.145% 20.47% 

Miscellaneous Plan Safety Plan 

FY 2020/21 $6.32 Million $8.63 Million 



Budgeting for Pension UAL – Safety 

CalPERS Projected Payroll 
(based on FY 2017-18) 

$22.9M 

Unfunded Liability 
$8.63M  

City Budgeted Payroll  
FY 2020-21 

$29.1M 

Unfunded Liability 
$8.63M 

UAL CalPERS Rate 
37.70% 

UAL Budgeted Rate 
32.25%* 



Pension Cost (General Fund) – Safety 

Ongoing Impact of $1.6 million 
(General Fund)  

Safety Plan 

Prior 
Method  

New 
Method  

Budgeted Payroll FY 2020-21 $29.1 $29.1 

Normal Cost 20.47% 20.47% 

UAL (8.63 million translated as % of Payroll) 37.713% 32.25% 

Budgeted Pension Cost as % of Payroll 58.183% 52.720% 

Total Budgeted Pension Cost (in millions) $16.9 $15.3 



FY 2021-2030 Financial Forecast (early May) 



Remaining Shortfall - $10 million 



Policy Document 

Year over Year 
reconciliation 

Base Budget 
vs Service 
Level Changes 



Service  
Level Changes 

Council Priority Area 

Detailed descriptions 

Performance results  

Impact statement, if the 
service level change is 
not funded 



8 weeks 

Plan for Ongoing “Implementations” 

Shared  
View of 

Performance  
 
 

Performance 
Reporting & Analysis  

Replace 
Outdated 
Budget 
Systems 

Connect 
Workflows 

Interactive  
Budget 

Ongoing Ongoing Future 
State 



Budget Book -- Past, Present, Future (Interactive) 
 

www.milpitasca.opengov.com/ 



From Reactive to Preemptive Budgeting  

COVID-19: 2 Weeks for Scenario Planning +  
Proposed Budget Redo 

 

4-5 hours: 
questions  

 

4 Weeks: 
Budget book  

2 questions  
 

3 days to 
Proof  
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Speakers

	

• Brad	Harris,	Finance	and	Accounting	Consultant,	
University	of	Tennessee,	MTAS		

• Patti	Hetrick,	Budget	Officer,	Anoka	County,	MN		
• Walter	Rossmann,	Deputy	City	Manager/	Director	of	
Finance,	City	of	Milpitas,	CA		



Session Agenda

• What	is	incremental	budgeting?		
• Case	Study:	Anoka	County,	MN	

•  Leveraging	new	tools	to	implement	strategic	budgeting	practices:	
• Personnel,	operational,	and	capital	planning	
• Reporting		

• Case	Study:	City	of	Milpitas,	CA 		
• Getting	leadership	and	department	buy-in		
•  Implementation	of	a	new	system	and	budget	publication	tool	
• Redesigning	the	budget	document	



Poll Question #1 

• Does	your	organization	currently	do	incremental	
budgeting?		

• Yes/No	



Topic Overview 

• What	is	incremental	budgeting?	
• Better	said,	what	is	line	item	budgeting?	



  
             

Incrementalism	-	An	incremental	budget	is	a	budget	prepared	using	a	previous	period's	budget	or	
actual	performance	as	a	basis	with	incremental	amounts	added	for	the	new	budget	period.	
	

	1%,	2%,	3%	of	prior	year	–	what’s	wrong	with	this	picture?	

•  Assumes	everything	stays	the	same	
•  Doesn’t	account	for	unusual	variants	(uh…	COVID-19?)	
•  Perhaps	OK	for	some	things,	but	not	others	
•  Will	it	work?	Well	yeah,	but…	



Line item budgeting 

•  incorporates	some	aspects	of	incrementalism	but	
doesn’t	simply	rely	on	the	past	

•  Still	looks	at	individual	revenues	and	
expenditures		

•  Is	a	better	approach	than	‘blanket	
incrementalism’	



Line item budgeting 

• Why	use	line	item	budgeting?	
• We’ve	always	done	it	that	way	
•  Fits	into	our	comfort	zone	
•  That’s	what	the	governing	body	expects	
•  It’s	not	complicated,	and	I	have	25	hats	to	wear	



 
 

I	literally	Googled	“What	is	the	best	
way	to	make	a	government	budget”	
	



And the winner is… 
(stolen from clearpoint strategy.com) 

The National Advisory Council of State and Local Budgeting neatly summarizes five 
municipal budgeting best practices: 
 
“A good budget process: 
 
• Incorporates a long-term perspective 
• Establishes linkages to broad organizational goals 
• Focuses budget decisions on results and outcomes 
• Involves and promotes effective communication with stakeholders, and 
• Provides incentives to government management and employees.” 



I think I may have figured it out…
otherwise known as what your 
grandparents taught you to do… 
(stolen from payoff.com) 
 
 

Follow	these	steps	to	put	a	solid	budget	plan	into	action:	
1.	DETERMINE	YOUR	INCOME	
2.	CALCULATE	EXPENSES	
3.	CALCULATE	THE	DIFFERENCE	
4.	DETERMINE	WHAT	TO	DO	WITH	YOUR	SAVINGS	
5.	MAKE	IT	A	HABIT	
	
	



Takeaways… 

1. Make	it	understandable	
2. Make	it	adaptable	
3.  Keep	it	realistic 		
4. Make	sure	your	governing	body	can	comprehend	it	
5.  Realize	it	is	only	a	plan	–	it’s	going	to	be	wrong	the	day	you	

pass	it!	
6.  Understand	that	you	can	change	it	at	any	time	



	Thank	you	for	the	opportunity	to	
work	with	you!	
	 	brad.harris@Tennessee.edu	
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