Making the Grade in Beverly Hills 
Managing in Uncertain Times
Challenging economic times affect everyone – even the City of Beverly Hills.   Like all municipalities, Beverly Hills must balance its budget and address declining revenues by cutting services and programs.  For the last several years, the city has been preparing for tough times – through belt-tightening and more transparent and rigorous budgeting.  
The service expectations of Beverly Hills residents and businesses are extremely high.  The average response time for the Police Department is under three minutes and under four minutes for the Fire Department.  It is not unusual to hear stories of extraordinary personalized service from refuse, street maintenance and other staff.  While five star service is demanded every day in Beverly Hills, it’s the same challenge in every city – how do you provide valued services to the public at a lower cost?

The Report Card

Beverly Hills has received a AAA bond rating from the nation’s three major credit agencies – Standard and Poor’s, Fitch Ratings and Moody’s Investment Services, making it one of only 20 U.S. municipalities and one of two cities in the state of California.  
In uncertain economic times, maintaining the AAA rating is critical to getting financing cheaper, which helps provide services and programs more cost-effectively.   An even slight downgrade in rating can result in an increase of hundreds of thousands of dollars or more over the life of a bond. “In order to achieve this rating, we have to demonstrate fiscal responsibility and the ability to recognize and react quickly to changing conditions,” said Scott Miller, Beverly Hills’ Chief Financial Officer.  “It’s very tough to accurately predict what is going to happen in this environment and how it will impact our city.  But, we analyzed every single department to find out where we could be more efficient and cut costs.  That is paying off dividends now, big time,” he continued. 

Decision Time
Despite any city’s best efforts to prepare, bad times can hit.  Seventy-five percent of Beverly Hills’ revenues come from businesses and when tourism is down and locals are watching their expenditures, it has a significant impact on the city’s budget.  
“Our top priority with this year’s budget was to be open and transparent and engage staff, the community and the Council in setting priorities,” said Katie Lichtig, Assistant City Manager.  “We wanted to address services, rather than dollars, so we looked at all potential budget cuts and then provided a variety of alternatives and the corresponding impact the community would feel.” 
Each department presented its priorities and possible budget reductions for three potential scenarios: a 10% general fund reduction target, a 15% reduction, and 10%+ if the City Council allowed no cuts in Police or Fire, which would then have to be absorbed by the remaining departments.   Each scenario was prioritized from first cut to last with associated service impacts.
 “The Council had to make some very difficult decisions but Beverly Hills came together in one of the most systematic but difficult processes I have ever been involved in,” said Mayor Nancy Krasne.  “We worked hard and remained true to our priorities, values and standards,” she continued.

Budgeting in Good Times and Bad
Challenging economic times put the city’s new budget practices to the test.  About five years ago, under then new City Manager Rod Wood, the city began to move to a rigorous program budgeting process.  Now in its fifth year of development, the city is looking at all costs of running a department, from payroll to attorney fees to supplies and maintenance.  This provides departments and the Council with a transparent look into what it actually costs to provide city services.  

“Program budgeting has given us the ability to communicate to the community what we do, how we do it and how much it costs,” said Miller.   “This has been very valuable in the context of decreasing budgets because if you cut a service, it doesn’t mean all costs go away.  The Council and the community needed to understand the true savings generated and this process provides that transparency,” he continued.  
City management acknowledges lessons learned over the course of the transition. “We found that in some cases we had a low amount of data and we needed to collect it more efficiently,” said Lichtig.  “However, I think the biggest lesson we learned was the importance of defining service indicators and performance measures upfront, while recognizing there will be significant refinement needed.  You must acknowledge it is a multi-year program and be persistent in the good and bad times,” she continued.

While Beverly Hills faces different challenges than many communities, the bottom line for all cities is providing programs within limited budgets.  “Of course we want to continue to get straight A’s and provide world-class services,” said Mayor Krasne.  “Like all cities, recent times have forced us to tighten our belts, analyze our shop and get creative.  Fortunately, we had the systems in place to allow us to do that,” she continued.
