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Collaboration and Culture Change

BY KATIE LUDWIG

ssoonasJohn Marchione

took office as the mayor

of the City of Redmond,

Washington, in January

2008, he announced that
the city was going to adopt a ‘budgeting
by priorities’ approach to developing its
nextbiennial budget, which was slated
to go before the city council for approval
in the fourth quarter.

Chief Operating Officer Malisa Files
was theinterim finance director atthe
time. When the mayor called herinto his
office and announced the change, “she
gulped and said OK,” he said.

John and several members of the
city council had read the classic book,

ACCOUNTING PERSPECTIVES

The Price of Government: Getting the
Results We Need in an Age of Permanent
Fiscal Crisis by David Osbourne and
Peter Hutchinson. He was intrigued by
many of its ideas and decided thathe
wanted the city to focus on outcomes

rather than justline-itemsinits budget.

Before he was elected as mayor,
John had served on the Redmond City
Council, so he understood how the city
approached its budget. “The budget
process we went through in 2006 was
difficult,” he said. “Dowe increase by
two percent or four percent? It meant
nothing. Itdidn’t tell you what more or
lesswould happen, and you couldn't
compare it to other choices youhadin
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the budget. Iwanted to have alogical
way tomake decisions instead of
pulling numbers out of the air.”

“Mostleaderswanttobe thinking
about the future; they don’t want to
getlostin the details. This kind of
budgeting process gets you there,” said
current Mayor Angela Birney, who was
elected in 2019 after John decided to
notseekre-election. “Italso helps you
getaway from particular personalities
of particular departments. It pulls
people out of that space and gets them
thinkingin a different way. I think
thatisimportant forimproving the
way in which cities function, and for
gettingrid of silos.”
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IN PRACTICE

Asafirststep toimplementing
budgeting by priorities, John, Malisa,
and asmall team developed a plan to
educate all city employees about the
new approach. They also developed a
process and mapped out the year. By
the end of his firstmonth in office, John
was meeting with employee groups
to discuss budgeting by priorities. “I
remember hearing from the sewer
guys, who said ‘we’re not going to be
prioritized very high.'ITexplained that
how much we buy of somethingisreally
the question,” he said.

Malisa believes this outreach to
staff was crucial to gettinginitial
internal support. “In 2008, we began
with putting togethernotonlyateamin
Finance to carry this forward, butalso
ateam across the city that was goingto
helpusrethinkthe budgeting process,”
she said. “We broughtin people who had
been critical of the budgeting process

The City of Redmond's 2023-2024
Preliminary Budget can be viewed
online at redmond.gov.

before. We brought in staff from all
levels—directors, deputy directors, all
levels of the organization—to help us
withit. AndIthinkbecause we paid
attention to the internal culture change,
we gotalot of buy-in for the process.”
The process of obtaining that
buy-in was not always easy, though.
“Department directors were the hardest
group to convince aboutbuyingin tothe
new process,” Malisa said. “They saw it
asalackof control because we have the
staff teamslooking at budget programs
and deciding for themselves what would
beinthe budget. They sawitas, ‘You're
taking away my control of my budget
programs.’ Public Works saw itas alack
of control over the enterprise funds,
which they had always had control
over so they could decide how much
rates were going to be raised. They were
hard to convince, but then we got to the
conversations with the council, which
was notasking them all these nitty-
gritty details that nobody cares about.
They found that the conversation was
actually better than they'd expected.
I'mnotsayingthey didn't complain

“Most leaders want
to be thinking about
the future; they don't
want to get lost in the
details. This kind of
budgeting process
gets you there.”

ANGELA BIRNEY
MAYOR, THE CITY OF REDMOND

quite a bit, but they finally understood,
and most of them flipped to actually
appreciating the budget process.
Butthey wereahardsell, and if we
hadn’thad the council'sbacking or the
mayor’s backing, I don't know that we
would have gotten them on board.”

When the city first set out on its
budgeting by priorities journey, Kelley
Cochran, the deputy finance director,
was working in Public Works, which
isresponsible for the city's water,
wastewater, and stormwater utilities,
along with the capital programs that
accompany those services. “Budgeting
by priorities was scary becauseit'sa
very data-driven process,” she said.
“It's very transparent, and it puts you
inareally vulnerable space.”

People were uneasy about sharing
their performance data and talking
about why their department mightnot
be performing the way they want to
be performing,” she said. “People are
fearful to put that out there, asifit's
some kind of a failure.”
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Johnsaid hespentalotoftime
and effortexplaining to staff thatit's
important to know why you did or didn't
hitagoal. He encouraged staff touse
budgeting by priorities asachance
tolearnand try newideas. “The only
failureisnottolearn,” he said. “People
didn't believe me. One group didn't meet
their goals, but they got highlighted for
trying something new.”

Within afew years, most of the staff
was comfortable sharing their data,
Kelley said. “We've gotten so much
better at using data to tell our stories and
focusing on what's important because
we have all the detailsin front ofus.”

“Thave never regretted sharing our
situation. Whetherit's our financial
position or whether we hita mark or
didn't on a performance measure,
thereisalwaysastory. There's always
something tobelearned. That's at
alllevels of the organization,” Kelley
said. She believes thatit’s critical for
leaders to create a safe environment
in which staff feel comfortable having
conversations about whatisn't working
and how tomake it better or to stop doing
something becauseit’s not working.

To help get budgeting by priorities

off the ground, the city also hired a
consulting firm to put some structure
around the process. The consulting
firm helped outline the technology
the city would need to have in place to
malke budgeting by priorities areality
and helped develop a community
outreach plan.

One of the firststepsinimplementing
the community outreach plan was
talking to the community to determine
what they wanted the city to focus
on. “We held focus groups because
we needed to know the community’s
priorities. They came up with seven
priorities for us, one being K-12
education. Since K-12 educationis the
mission of the school district, we set
thatone tothe side and wentwith the
other six that they prioritized,” Malisa
said. Redmond’s first budgeting by
priorities budget, the 2009 to 2010
budget, was built around those six
community priorities.

The city also organized a Civic Results
team, a group of volunteers from the
community who would meet regularly
during the budget development process
tolearn aboutthe city’s finances and help
make budget decisions.

John explained thathe “wanted the
voice of the customer to be part of the
process.” He believes thathaving the
Civic Results team evaluate budget offers
isanopportunity for the city to tell its
story and to educate residents about what
their tax dollars are purchasing.

Torecruitmembers for the Civic Results
team, the city put outa pressrelease
and spread the word to allits boards
and commissions. It asked community
members to commit to one night a week
for ten weeks. The outreach resulted in
12 community members signingupin
2008. During the COVID-19 pandemic, the
city moved the team to virtual meetings,
and thatadditional flexibility increased
participation to approximately 30 people.
So, the city decided to stickwith the
virtualmeetings.

| think because we
paid attention to
the internal culture
change, we got
a lot of buy-in for
the process.”

MALISA FILES

CHIEF OPERATING OFFICER,
THE CITY OF REDMOND

The city still uses the Civic Results
teams. “We want to make sure the
community has an opportunity tochime
in,” Mayor Birney said. “They aren't the
final decision-makers, but they have a say.”

The current mayor noted thatan added
benefit of getting the public involved in
budgeting by prioritiesis that they become
“great salespeople for the city.” She hopes
thatoverthelongtermitwill getthem
interested in volunteeringin different
ways, maybe as part of one of the city’s
boards or commissions.

In addition to the Civic Results teams,
Malisa said the city formed a Staff Results
team for each of the priorities. John and
Malisareached out to departmentdirectors
and asked them to recommend their
“up-and-comers” for participation. The
city also extended an invitation to any
staff member who wasinterested in the
process and had the time to commit to the
project. All interested staff members had
to dowas ask their supervisor to approve
their participation. “We sawitasareal
educational opportunity for people who
don'tgetinvolved in the budgettogeta
bird's-eye view of what was going on,”
Malisa explained.

Johnremembers when a group of
employees came to him in 2008 and said,
“Thisistoohard, we'll do thisnexttime.”
He metwith them and stood his ground.
“We're not going back. We have to get this
oneright,” he told them. “If youcan'tdoit,
thenI'lldoit, but the budget you write will
be better than the budget Iwrite.”

“Every biennium we've learned
something new,” Kelley said. “We always
make adjustments. We've never done
things exactly the same way.”

One change the city made to the
process during the 2023 to 2024 budget
development cycle is that the Staff
Results team was made up of deputy
directors instead of staff from alllevels
of the organization. “We used deputies
because we realized our deputy directors
don'treally get a global view of the city,
and this was one way to give them that,
as we struggled with budget decisions,”
Kelley said.
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Located 15 miles east of Seattle, the City of
Redmond is also known for being the home
of Microsoft and Nintendo of America.

Inthetime since budgeting by
prioritieswas firstlaunched, the city
hasalso conducted another round of
community focus groups to update the
priorities. As aresult of these meetings,
the sixoriginal priorities were narrowed
down to four broader priority areas. The
city hasalsoincorporated the priorities
intoits annual community survey.

Malisa said that the city has also
gotten more efficientin its budgeting
by priorities process. “We spent pretty
much the entire year budgeting.

Now we've gotten it down to about six
months.”

Another change the city hasmade
since the introduction of budgeting by
prioritiesis to separate out the capital
planning and budgeting process from
the operating budget process. “In 2008,
we threw everything into the budgeting
by priorities process, including capital,
and werealized thatitwasreally hard
for our teams to grapple with capital

becauseithassuchalongertime
horizon. They were looking at two years
of operating and six years of capital, and
itgottobe too unwieldy.” The city now
tackles capital planning and budgeting
inwhatit callsits “off-budget years.”
(AsRedmond does a biennial budget,
itonly goes through the process every
otheryear.)

Budgeting by priorities has provided
many benefits for Redmond. The
focus on outcomes hasled tobetter
conversations with the council, for
example. Instead of council members
asking detailed questions about the
travel and training budget, they now
askmuch more meaningful questions
aboutthe outcomes the cityistrying to
achieve. “Department directorsreally
had to thinkdifferently about how they
were going to tell their budget story and
really focus on outcomes,” Malisa said.
Another benefitis that more people
in the city understand the budget and
howitisdeveloped. “We decided to bring

The real reason

| did it was that |
wanted a culture of

collaboration and
customer service.”

JOHN MARCHIONE

FORMER MAYOR,
THE CITY OF REDMOND
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awhole bunch of people in because the
budgeting process before we went to
budgeting for priorities was a black hole,”
Malisasaid. “The draft budget went into
the mayor's office, and it got turned
around and came back out. Nobody knew
exactly why decisions were made, and
because of the lack of transparency, the
community definitely didn't know. So
itwasdifficult for the community to
comment on the budget during the public
hearings.”

John changed this dynamic when
heinitiated budgeting by priorities
in 2008. “Prior mayors balanced the
budgetthemselves,” Malisa explained.
“Mayor Marchione balanced the budget
with his directors team because he
figured the only way he could get that
cross-departmental collaboration was
ifyousatinaroom and watched people
struggle with the budget decisions that
need to be made. His philosophy was
thatyouhave to care as much about your
fellow department as you do about your
own because that's the only way the city
canbe successful.”

Kelley believes this collaborative
approach to developing the budget
creates more awareness and buy-in
among city staff and the city council.
Because the full directors team
understands why and how decisions
were made, they are able to tell the
budget story much more clearly. When
the budgetis presented to the city
council, the entire directors team is
there torepresent the budget, not just
the mayor or the finance department.

Mavyor Birney agrees. “All
departments have to work together. I
thinkit'simportant for each director
tounderstand how their department
interacts with others. Budgeting by
priorities allows them to see how things
are connected, notjustin balancing the
budget, butin all the workwe do.”

Asaresult, ithas taken some time,
butdepartment directors have gotten
more comfortable with holding each
other accountable. Malisa shared a story
from a 2023 to 2024 budgetbalancing
meeting where the fire chief was asking
forfunding and said thatifitdidn’t
come through, the results could be
“catastrophic” for the fire department.

We've gotten so much
better at using data
to tell our stories and
focusing on what's
important because
we have all the details
in front of us.”

KELLEY COCHRAN

DEPUTY FINANCE DIRECTOR,
THE CITY OF REDMOND

The parksdirector interjected and asked
the fire chief torefrain from hyperbole.
“By bringing people together—and
certainly this doesn'thappen overnight—
they getalittle more comfortable with
each other and feellike they can call
each other out. Notin an unprofessional
way, notin a confrontational way, but
justtosay, ‘that's notgoingtofly, that's
notcool.’' It takes a while to get there,
and youneed to get comfortable with
each other,” she said.

Kelley acknowledges that the
budgeting by priorities approach can
beintimidating. “When people join
ourorganization, nomatter atwhat
level—whether they're on the council,
the directors team, a staff member—the
process can feel overwhelming,” she
said. “You get challenged on the value of
itbecauseittakesalotoftime. Itrequires
people to pay attention and be involved in
thingsthatarenotin their wheelhouse.
Itrequires people tolet other peopleinto
their wheelhouse. So the challenging part

isthebuy-inand beingable to explain the
value, whichis one of those things that
youreally can'tfeel untilthe end.”

Mayor Birney believes the extra effort
required by budgeting by priorities
iswell worth it. “2020 was quite a
year,” she said. “We were dealing with
unprecedented challenges—financial,
pandemic, and meeting-wise. Trying to
getpeople to see the bigger picture was
absolutely a challenge. We got through it,
butitwasreally a struggle. Budgeting by
priorities helps pull you out of the weeds
and keep the focus on longer-term goals.”

Perhaps the greatest benefit of
budgeting by prioritiesis that the city is
serving the community better. Malisa
believes this happensasaresult of
the connections thathave been built
through the process. “Itreally gave
peopleasense thatthecityisallin this
together and that we intersectin alot
of placesthatIdon't thinkemployees
realized. So, if one department didn'tdo
theirjob, then that meant that the other
department would struggle,” Malisa
explained. “We have better collaboration
between Police and Fire and Human
Services, knowing thatFire can'tdo their
jobunlessPolice is out there with them,
doing what they need to do. I've seen that
across departments. Departments come
into the budget with what we call cross-
departmental programs because they
know these intersections happen, and
sothey better talk to each otherif their
program is going to be successful.”

Inthissense, itappearsthatJohn's
vision hasbeenrealized. “Atthe end
of the first year, someone came tome
and said, ‘Youaren't trying to change
our budget, you're trying to change our
culture.'Isaid, ‘You are exactlyright.’
Iwanted a culture of collaboration, so
Ifiguredlet’'sdoitthrough the money.
The other sub-goals are greatand
purposeful, conscious, and intentional,
buttherealreasonIdiditwasthatI
wanted a culture of collaboration and
customer service,” he said. “If Icould
keep the processin place long enough,
itcould become the sturdiest culture
change tool.”

Katie Ludwig is director of resource
development for GFOA.
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