
WELCOME TO
Budgeting with Russ and David



The Performance of 
Performance Budgeting

Linking to Long 
Range Financial 
Planning
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Russ Branson
 Founder of Russ Branson Consulting
 Former Director of Finance / ACM at City of Roseville 

David Cain
 Retired Director of Finance for the City of Fountain Valley
 Adjunct Professor at CSUN / CPP
 Local Government Finance Consultant



Types of Government Budgets
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Line Item Zero-Based Priority-
Based

Performance 
Based 
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Setting the Stage

• To combat the shortcomings of line‐item budgeting and increase 
understanding of how strategic goals and priorities are translated into 
dollars, local and state governments are implementing a more 
transparent budgeting system 
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Performance Based

Is the intersection of City 
goals & priorities with the 
numbers and tracking 
success, outcomes, and 

results.
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Performance Based
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OLD WAY

Starting Point: Last Year’s 
Spending

Funding Targets: By 
Department

Dept. Submissions: How 
allocation will be spent

Debate: What to cut

NEW WAY

Starting Point: Next Year’s 
Priorities/Goals

Funding Targets: By Priority 
Outcome

Dept. Submissions: Proposal 
to achieve results

Debate: What to keep
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Performance Management
•Performance‐based budgeting requires each agency 
and the council or board to prioritize every program 
or service from most to least effective. 

•Those on the bottom of the list can be considered 
for possible elimination and/or being scaled back. 

•Programs and services at the top of agencies’ lists 
can still be reviewed for efficiency opportunities
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Characteristics of Performance Based
• It presents the major purpose for which funds are 
allocated and sets measurable objectives.

• It tends to focus on changes in funding rather than on the 
base (the amount appropriated for the previous budget 
cycle).

• It identifies programs and agencies that are seeking similar 
outcomes, thereby drawing such inter‐relationships to the 
legislature's attention.

• It offers agencies flexibility to reallocate money when 
conditions merit, rewarding achievement and possibly 
imposing sanctions for poor performance.
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Performance Based
• Developing a budget based on the relationship between 
funding and expected or desired results.

• PBB improves cost‐efficiency and manages effective 
budgeting outlays.

• Increases visibility into how policies translate into spending
• Making systematic use of performance information
• Key components: INPUTS → OUTPUTS → OUTCOMES 

• Inputs – Resources (Revenues)
• Outputs – Deliverables
• Outcomes – Macro Goals or Priorities
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Advantages of Performance 
Performance based budgeting allows for:
• Assisting  elected officials with helpful background on the purposes of 
funded programs and the results they can achieve.

• Helping explain previous adopted funding decisions.
• Aid with estimating and justifying the potential consequences of new 
funding decisions or programs.

• Deeper understanding of agency activities and services.
• The potential to communicate what is received in return for the 
investment of tax dollars.

• Instead of focusing on the preservation of existing programs and associated 
spending levels, both agency personnel and policymakers may gain 
understanding of program effectiveness.
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The benefits of implementing PBB are multi‐fold: 
• Compliance

• Linking strategic plan and community priorities to budget results
• Accountability 

• Agencies need to show the public visible results 
• Transparency 

• Visibility to both internal and external stakeholders

• Efficiency savings
• Ensuring funding is spend in a cost‐effective manner  

• Improved services to citizens 
• Reduce spending  while aligning resources with results & improve efficiencies
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WHO BENEFITS FROM A PBB SYSTEM? 

• POLICY MAKERS ‐ PPB provides tools to objectively evaluate 
and prioritize funding requests based on outcomes and service 
levels, as well as to justify allocating funding in support of 
organizational strategies and critical programs, from low 
performing to high performing program activities. 

• FISCAL ADMINISTRATORS ‐ PBB is collaborative in nature, 
helping to promote coordination and cooperation between 
agencies and departments, making inefficiencies easier to spot 
and correct. 
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WHO BENEFITS FROM A PBB SYSTEM? 

• CITIZENS ‐ PBB promotes transparency and increases 
understanding of how strategic goals are translated into 
dollars.  Citizens can see how their money is being spent. 
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Challenges of Performance Based
• Agency personnel and policymakers may have different 
ideas regarding what is important about an agency's work.

• The size of local government agency coupled with the 
number of performance indicators available can distract and 
overwhelm staff and policymakers when making crucial 
funding decisions.

• Confidence that performance information is accurate and 
valid.

• The proper use of incentives and disincentives to improve 
agency performance and effectiveness.
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Performance Management
• Ensure all information, measures, goals, priorities, and 
activities are relevant to the priorities and wellbeing of the 
government and the community

• Confirm that all information related to performance, 
decisions, regulations, and processes is transparent (easy to 
access, use, and understand)

• Ensure decisions and processes are driven by timely, 
accurate, and meaningful data
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Performance Management
• Verify that practices are sustainable over time and across 
organizational changes

• Align goals, programs, activities, and resources are with 
priorities and desired results

• Establish a performance management process that helps to 
transform the organization, its management, and the 
policymaking process –

A Different Mindset to Budgeting
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Performance Measures
When identifying performance measurements, governments 
should focus on making sure that measures meet the following 
conditions:
• Useful – measures should provide information that is helpful to 
decision making, understanding, or accountability efforts.

• Relevant – measures can be clearly linked to the service 
delivery/program outcomes that they are intended to measure, 
appropriate for the outcome being measured, and are readily 
understandable

• Reliable – collection methods and measure definitions need to 
be understood so stakeholders can rely on the information. 
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Performance Measure Conditions
• Adequate – ensure enough and also an appropriate variety 
of measures are used to measure performance. 

• Collectible – measures are readily available and do not 
involve excessive time/effort to collect

• Consistent – measures can be regularly collected to track 
outcomes over time and avoid need to continuously identify 
new measures
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Performance Measure Conditions
• Environment – measures includes variables related to 
externalities that impact service delivery and program 
performance

• Responsibility – clearly identify responsibilities for 
collection, storage and dissemination of the data

• Systems – existing data collection capacities are leveraged 
appropriately or new systems are identified in order to ease 
the burden of data collection
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Performance Metrics

•Performance  Management
•Organizations identify, track, and communicate 
performance measures to monitor financial and 
budgetary status, service delivery, program 
outcomes, and community conditions.

•Budgeting Monitoring
• Establish a formal set of processes for comparing budget 
to actual results.
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How can a software tool help with PBB?

• The traditional spreadsheet approach is no longer sufficient to deliver 
enterprise budgeting, reporting and performance management. 

• Modern generation software tools not only automate and streamline 
traditional budgeting processes, but also help unite cost‐based 
budgeting with performance‐based goals. 

• Software tools contain best practice frameworks that can be 
immediately leveraged by the organization. 
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How can a software tool help with PBB?

•Benefits of implementing performance‐based 
budgeting software are multi‐fold:

• decision makers reach better long‐ and short‐term budget 
decisions; 

• stakeholders see more visible performance measures, 
timelier information, and easier identification of actual 
strategic priorities; 

• and, in the process, organizations build more solid growth 
models, flag variances between costs and expected 
outcomes, improve auditability, and foster collaboration.  
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Performance Examples
•Samples
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Performance Example
•Samples

26

D



Performance Examples
•Samples
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Examples 
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Performance Examples
•Samples
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Link Performance Measures

Into Long‐Term Financial Plans
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Align Resources with Strategy
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Resource Allocation
(Budget & CIP)

Measurement
(Quarterly Performance 

Reports and State of the City)

Feedback
(Surveys, Town Meetings, 

Focus Groups, and 
Citizen Committees)

Strategic Alignment
(Business Plan)

Policy Deployment
(Strategic Plan)

Section 1



Long-Term Financial Planning
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 Quality LTFP Elements:
• Demographics/Economic Trends
• Baseline and Alternative(s)
• Supporting Data/Evidence
• Risk Assessment
• Focus on the major elements:
• Major sources of revenues
• Major uses of funds



Long-Term Financial Planning
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Why develop LTFP?
• Respond to a crisis (last resort)
• Stimulate big picture thinking
• Highlight coming problems
• Imposes discipline on the organization
• Recheck future assumptions
• Leads to fiscal sustainability
• Serves as a baseline budget

 ESSENTIAL for 
General, Capital 
Project and 
Enterprise Funds
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Financial Planning Addresses Future Needs 
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A Balanced Budget Is….
▪ Being able to pay your bills this year and the 

future
▪ Avoiding Borrowing to make ends meet

▪ Funding maintenance/infrastructure needs
▪ Funding full policy reserves after use in a 

crisis

▪ Executing a plan to pay for long-term 
obligations

▪ Holding open priorities for all funding needs



Five Pillars of LTFP
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Financial Policies 
Long-Term Service Vision

Technically Sound Analysis & 
Forecasting

Collaborative & Participative Process
Connection to Other Plans
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Financial Policies
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 Define standards for stewardship of public’s tax dollars
 Define financial future community wants
 Forms basis for accountability and increasing trust in 

government
 Crucial point of governing board involvement
 Tracking progress of financial policies helps keep 

you on track in fulfilling these policies



What are the Threats to Meeting 
Performance Goals?

No budget progress can be made without discussing real budget vulnerabilities
• Revenue volatility
• Pension Increases
• Labor Costs
• Health Costs
• Reliance on new development
• Unfunded liabilities
• IT infrastructure



Long-Term Service Vision
• Help show a way to fund a path to 
meet performance goals:

• Actions to take now
• Impacts of expected future actions that 
will help keep your agency financially 
stable

• Ability of your agency to fully fund all
financial priorities
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FY20 Mid‐Year
Update
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Alternative #4:
Alt #3 + Critical Infrastructure

Fund Balance Net Revenue

Emphasize plan to re‐run 
projection as new information 

becomes available 

Remember, a forecast is about 
actions to take now based on 
your understanding of how the 

future might unfold
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B
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Analysis and Forecasting
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 Analyze affordability of existing policies and programs
 Provide warning of potential imbalances in the financial 

future
 Create a basis for discussion of what the fiscal future 

might look like…
 …and what actions can be taken to create the future



Let the facts do the work
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• How fast are you going through your 
reserves?

• Uncertainty of future revenue levels 
– quick rebound vs. longer-term 
impacts

• Longer-term impacts from pension 
increases, reserve replenishment, 
critical infrastructure needs

• Show that uncertainty requires both 
caution and action—just hoping to 
hang on may not be the right 
strategy



Get Community Input
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Connection to Other Plans
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General / 
Strategic Plan

Long Term
Financial Plan PBB Budget Results Evaluation

Capital Planning

Section 4

Management

Council/Board/
Community



Lessons Learned about LTFP
• The number of years covered in your LTFP will vary by agency
• Don’t circulate draft versions of any LTFP
• Call versions of your LTFP “Scenarios” – They are a planning 
tool

• Spreadsheet versions circulating via email or handed out at  
a meeting often delay or misstate key results

• Updated public released LTFP versions (scenarios) should only be 
done after the completed ACFR and Budgets have been presented 
and approved by CC
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• Michael Coleman ‐
http://www.californiacityfina
nce.com/

Tools and resources
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GFOA Forecasting ‐
https://www.gfoa.org/informed‐
decision‐making‐through‐forecasting‐
practitioner‐s‐guide

Tools and resources

D

CSMFO Resources: 
https://www.csmfo.org/training/webinars/
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• GFOA Budget Award ‐
https://www.gfoa.org/award‐
programs/distinguished‐budget‐
presentation‐award‐program‐
budget‐awards‐program

• CSMFO Budget Award ‐
http://www.csmfo.org/about/pr
ograms/budget‐awards/

• GFOA Best Practices ‐
https://www.gfoa.org/best‐
practices

Tools and resources
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• ICMA ‐ https://icma.org/topic‐
search/finance‐%26‐budgeting

• Center for Priority Based Budgeting ‐
https://www.nlc.org/sites/default/file
s/2017‐
04/Priority%20Based%20Budgeting_C
enter%20for%20Priority%20Based%2
0Budgeting.pdf

• Alliance for Innovation ‐
https://www.transformgov.org/

Tools and resources
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CSMFO Core Budget Training
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Module Description

Module 
1 Foundations of Budget Management 

Module 
2 Building the Budget

Module 
3 Budget Documents and Reporting 

Module 
4

Advanced Budget Concepts for 
Managers and Directors 

2023 

Modules 1 & 2
Feb. 15 - 16
Sept. 27 - 28

Modules 3 & 4
March 22 - 23
Oct. 25 - 26
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Contact Information
David Cain
CSUN - CPP Professor 
Retired Finance Director/Treasurer, Fountain Valley
Local Government Finance Consultant
davidcain.govfinance@gmail.com
714-270-6840

Russ Branson
Owner – Russ Branson Consulting
Former Director of Finance / ACM at City of Roseville
russ@Russbransonconsulting.com
916-747-7834
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