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Scope of Proposal
[image: ]The County of Navajo, Arizona requested the development of budgetary tools and long-term financial planning models that align with the County’s Strategic Plan in an effort to strengthen fiscal sustainability.

Project Deliverables
Satisfaction of Navajo County’s expectations (as outlined in request for service) include: 

· Assessment of Navajo County’s current budget process Current Budgeting Methods, page 13
· A framework for a Financial Sustainability Team (FST)
The RESET Team, page 17
· Development of a long-range financial planning model
Long-term Financial Planning, page 22
· A roadmap for a better budget development process
RESET Strategy Tools, page 31

“Navajo County will develop a budgetary model that strengthens financial sustainability, tie directly to our strategic plan, while delivering quality services to meet the public’s expectations.  County administration, along with elected officials is tasked with strategic planning to be fiscally responsible.  Navajo County’s belief that each employee, within each department, brings expertise and knowledge that affects the budget.  Budget discussions between front-line employees and leadership will assist in the understanding of budgets per department and its effect on the County as a whole.  This department-by-department review will provide insight into department programs and determine program expenses compared to department services provided.  In addition, these meeting will further clarify services that the public expects.  With a team of 600 strong, Navajo County believes that this must be a collective effort between diverse stakeholders, with departmental representation from cross sections of the County.  
Information gleaned from these meetings will assist leadership to engage County employees to form a financial sustainability team that will then develop a cost reduction/cost saving program to help reduce and maintain costs without compromising public service expectations.” 
Excerpt from Navajo County Leadership ICMA Project Proposal



Executive Summary
[image: ]Central to creating a “roadmap” to financial sustainability for Navajo County, herein referred to as the County, is the RESET Strategy presented in this report.  Benjamin Franklin said it best with, “If you fail to plan, you plan to fail.”  The County has not failed to plan; rather, the County has been faced with increasing demands to provide higher levels of service and unfunded mandates by the State of Arizona.  The development of the County budget for 2017 is the appropriate time for the County to push the RESET button.  In the July episode of Navajo Connection, County Manager Jimmy Jayne alluded to the lack of a sustainable financial path for the future.  Given the challenges of the past and the challenges that lie ahead, the Leadership ICMA Team, herein referred to as ICMA Team, believes the County possess the ability to change its financial outlook and implement tools that will help build long-term financial sustainability.   

Teetering on the Fiscal Cliff 
[image: ]The term “fiscal cliff” is used in reference to a situation where “a particular set of financial factors causes or threatens sudden and severe economic decline.”  For the County, years of unfunded mandates by the State of Arizona have placed pressure on the County budget forcing it to the point of teetering on the cliff.  This is not an exaggeration. Unfunded mandates and increased demands for service have crippled the County’s ability to be proactive, to plan and save for the future. Instead, the County does the best it can to survive, by balancing the General Fund budget year-to-year through flexibility transfers. The County’s financial outlook is bleak at best.  The Finance Department has to closely monitor spending because there is no cushion in the County budget.  How does the County change this course of direction?  Is it even possible?
     
A Look in the Mirror“There is no more important challenge that we face than to accept responsibility for not only what we are, but also what we can be.” 
David McNally

The ICMA Team looked for themes and patterns driving their interactions with elected officials, department directors and staff.  The intent of this report is to call attention to what is helping and what is not helping from a long-term fiscal sustainability perspective.  Simply put, this report provides a look in the mirror.  

RESET Strategy 
The Center for Priority Based Budgeting (CPBB) describes their prioritization methodology as “bringing vision into focus with a new ‘lens’.”  The RESET Strategy has been uniquely designed for the County.  The ICMA Team hopes that the implementation of the RESET Strategy repositions the County’s financial outlook and puts the County on a path to financial sustainability.  

The RESET Strategy is based on the premise that the County determines its own path to financial sustainability.  If the County continues to let the State’s financial dysfunction impact the County at the level it currently does, the County is going to lose sight of its mission and vision for the future.    

The RESET Strategy has a priority based budgeting focus.  What is priority based budgeting? It is a long-term organizational effort to align available resources with the priorities of the community to ensure financial sustainability and to create an environment of continuous improvement.[endnoteRef:1]  Priority based budgeting also known as priority-driven budgeting (PDB) is best described as, “Using PDB, the government identifies its most important strategic priorities.  Services are then ranked according to how well they align with the priorities, and resources are allocated in accordance with the ranking.”[endnoteRef:2]  The budget conversations change and look different when an organization engages in priority based budgeting – for the better.  Priority based budgeting is not about automatic cuts or taking programs and services away.   [1:  Center for Priority Based Budgeting (CPBB).]  [2:  Government Finance Review, “Anatomy of a Priority-Based Budget Process,” April 2010, page 9.] 


Local governments often use the seven most commonly used strategies to manage fiscal realities:

· Rob Peter to pay Paul.
· Use of accounting tricks.
· Borrow.
· Sell assets.
· Make something up.
· Nickel and dime the employees.
· Delay asset maintenance or replacement.[endnoteRef:3] [3:  Public Management, “Getting Your Priorities Straight,” June 2008, page 15.] 


Priority based budgeting is none of the above.  “Priority-driven budgeting is a big change from traditional budgeting.”[endnoteRef:4]  The push of the RESET button involves the County changing its mindset and approach to budgeting.  We often hear the definition of insanity is doing the same thing over and over again and getting the same result.  The RESET Strategy is about changing the way the County budgets with the desire for different and new results.   [4:  Government Finance Review, “Anatomy of a Priority-Based Budget Process,” April 2010, page 16.] 


The vision for the RESET Team outlined in this report provides the foundation and team approach for implementing the RESET Strategy.  Central to this strategy are eight RESET Tools that if used collectively, will empower the County to harness better decision-making and prioritize programs and services.  The long-term financial planning model is designed to be a “living document.” Once the RESET Tools recommended in this report are put into motion, the model can be updated to reflect the changes being made as the County moves toward building financial sustainability. 

The RESET Strategy also includes recommendations for enhancing communications and engaging the community in determining program and service priorities. The RESET Strategy is designed to engage the County in prioritizing and ranking programs and services and engaging in meaningful dialogue by asking questions such as:

· What services is the County uniquely qualified to provide that will offer maximum benefit to citizens for their tax dollars?
· What is the County truly mandated to provide?  What does it cost to fulfill those mandates?
· What programs are most appropriate to fund by establishing or increasing user fees?
· What programs are most appropriate for establishing partnerships with other community service providers?
· What services might the County consider “getting out of the business” and not providing?
· What are the apparent overlaps and redundancies in the community, caused by multiple entities providing similar services?
· Where is the County potentially competing against private businesses within its own community?[endnoteRef:5] [5:  Center for Priority Based Budgeting (CPBB).] 


The RESET Strategy will help the County determine how best to achieve financial sustainability by objectively determining how to match available resources with County priorities. 

Commitments
While not recommended by the ICMA Team, to do nothing and maintain the status quo is always an option.  Implementing the RESET Strategy will require hard work, difficult discussions, and sacrifice.  Is Navajo County ready to push the RESET button?  The ICMA Team challenges every elected and appointed official to ask themselves this question, “What will I do, as a leader, to ensure the financial sustainability of the County moving forward?”  







Introduction

Jurisdictional Background: Navajo County, Arizona
Proudly Serving, Continuously Improving Since 1895
Established in 1895 by the Arizona legislature, Navajo County is one of 15 counties within the State of Arizona. Comprised of 9,960 square miles the County is located in the northeastern portion of the state, stretching lengthwise from the State of Utah boarder to the north and Graham County, Arizona to the south. The land mass of Navajo County is such that if it were to be recognized as a state it would be larger than Vermont, New Hampshire, New Jersey, Connecticut, Delaware, Rhode Island, and the District of Columbia. According to the 2010 U.S. Census Bureau statistical report, the population of Navajo County was 107,449 – a population that has increased with each successive census collection. Incorporated cities within Navajo County include the County Seat of Holbrook, as well as Show Low and Winslow. Towns include Pinetop-Lakeside, Taylor, and Snowflake. 
Interstate 40 transects Navajo County in an east-west direction, with the City of Holbrook halfway between Gallup, New Mexico and Flagstaff, Arizona.  Inclusion of this major highway within Navajo County adds its own character. As a primary commercial and passenger route across the southern United States, Interstate 40 is heavily traveled. The thoroughfare was an essential element in the designation of Navajo County as a High Intensity Drug Trafficking Area (HIDTA). Falling into the Southwest Border HIDTA, Navajo County works alongside regional, state, and federal partners in combatting illegal drugs and associated crime.
Accompanying the size of Navajo County is a vast cross-section of terrain and geography. The northernmost portion of the jurisdiction is desert including notable landmarks such as Monument Valley and portions of the Painted Desert and Petrified Forest National Park. The central portion of Navajo County is a transitional area between the desert area and forested woodlands. These flatlands are home to agriculture, livestock, farming, and ranching, and wind farming for the production of electricity. The southern portion of Navajo County is more alpine in appearance and hosts portions of the Apache-Sitgreaves and Tonto National Forests. The timber industry has historically been an essential piece of Navajo County’s economy.
Navajo County functions under a Council-Manager form of government. The Navajo County Board of Supervisors is comprised of representation from five separate electoral districts. The County Manager reports to the Board of Supervisors and is responsible for the overall management of the County.  The County has several constitutional officers that provide leadership in providing services to citizens. 

Native American history, with presence, is a cornerstone of Navajo County. Three separate Native American Tribes have sovereign lands within the County including the Navajo Nation, Hopi Tribe, and White Mountain Apache Tribe. More than half of the land area of Navajo County is tribal land. The relationships between Navajo County and these Sovereign Nations are an essential factor when understanding the management of the county. Property taxes cannot be collected on these tax-exempt areas; as such Navajo County depends upon federal payment in lieu of taxes (PILT) funds to assist in offsetting the loss of local revenue. Challenges at the federal level (debt ceiling, spending legislation, government shutdown) have created concern as to the sustained availability of PILT funds within the budget process.  Navajo County maintains intergovernmental agreements with each of the Sovereign Nations, working cooperatively in efforts such as law enforcement with the Bureau of Indian Affairs Police, community-focused public health efforts with the Indian Health Service, and public works and transportation projects with the Navajo Nation Department of Transportation.
Figure 1: Map of Navajo County, Arizona
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       		 Source: Navajo County 2014-2015 Annual Budget














Pre-Visit Survey Summaries

Prior to the first site visit, the ICMA Team prepared and distributed a survey of about 15 questions to County all employees to gage employment morale and perceptions around engagement, understanding the organization’s mission, morale and professional development. A total of 364 (out of 620) employees responded, with some questions skipped.  The overall survey response rate was 58 percent.  Due to time restraints of the project and the challenge of scheduling executives, mid-level managers and frontline employees, the ICMA Team determined that the design of the survey should be simplistic in its approach and not as detailed as some employee-satisfaction survey instruments. As a result, this particular survey does not contain statistical interpretation, cross-tabulation data or findings of statistical significance.  The employee engagement results are included in Appendix 1.

The survey can be divided into three major categories: Mission/Vision, Employee Morale/Appreciation, and Professional Development. 

Mission/Vision
The Mission/Vision section contained 3 statements with 4 response options ranging from “disagree” to “strongly agree” to gage employee understanding of the purpose and function of the County and how their individual work contributes to the overall strategic path toward accomplishing that mission. Those statements were:
· “I understand the mission or purpose of Navajo County.”
· “The mission or purpose of Navajo County makes me feel like my job is important.” 
· “I know what is expected of me at work.” 

[image: http://www.savethepostoffice.com/sites/default/files/resize/chicken%20survey-300x306.jpg]An overwhelming majority of the 364 respondents rated this area positively. Most employees have a general understanding of what the County provides in terms of service and have a good understanding of the relationship between their work and the overarching mission of the organization.

Additionally, County employees have awareness about how important their particular position is in achieving the mission of the organization.

Professional Development
Responses to statements around professional development resulted in a close tie in both positive and negative experiences.

The professional development section was comprised of the following five statements:

· “In the last six (6) months, someone at work has talked to me about my progress”
· “I have the materials I need to perform my job duties”
· “In the last 12 months I have received my annual evaluation”
· “Someone at work encourages my professional development”
· “During the last twelve months, I have had opportunities to learn and grow.”

Overall respondents believe that professional development opportunities are available for continued growth in the organization. However, as it relates to documenting progress and growth areas, employees are not evaluated consistently. About 164 respondents have not received their annual evaluation within the last 12 months. Additionally, about 43 percent of the total respondents have not had professional development conversations in the last 6 months. 

Employee Morale/Appreciation
Employee moral can be described/defined in a number of ways depending on the context and perspective in which the term is used. For this summary, the ICMA Team refers to employee morale as the overall outlook, attitude, satisfaction, and confidence that employees feel while at work and when thinking about their work/organization. Faith, trust and optimism in leadership, mission and organizational values play a critical role in building employee morale. As a result, daily decisions, communications, follow-through, appreciation and consistency must be commonplace within the organization to ensure success when building morale and fostering strong working relationships.

The section contained about five statements to include the following:
· “While at work, I have the opportunity to do what I do best everyday”
· “In the last three years, I have received recognition or praise on my work performance”
· “My supervisor, or someone at work, cares about me.”

The County received the highest score of positive result in this section, which was also noticed throughout the department interviews and the frontline focus group discussions. Staff in many of the County departments view each other as extended family and demonstrate sincere concern for each other’s well-being. However, employees also expressed concern around budget challenges that are beginning to have an impact on their morale. Staff has a desire to understand more about these challenges and is willing to share in the burden of balancing the County budget by offering up solutions and working collectively. 

County Services Questionnaire
Prior to the first site visit, the ICMA Team also conducted a Fiscal Year 2016 Budget Development and County Services Questionnaire.  These results are included in Appendix 2.  The internal County survey had 165 respondents and there were only four respondents to the community survey.  The intent of these surveys was to gauge the County’s readiness to having discussions around priorities and services.  The survey results, including the comparatively low number of community participants, laid a foundation for including numerous internal and external communication recommendations as part of the overall Capstone project.


Current Budgeting Methods – Survival Mode
Like many localities across the nation, the County has employed short-term initiatives to respond to “the Great Recession” that resulted in economic decline between 2007 and 2009 in order to keep a balanced budget.  The ICMA Team believes that the County has done all of the right things from a budgeting perspective to balance the budget on an annual basis and avoid having to make significant reductions and cuts in levels of service.  As this report demonstrates, the long-term financial planning model provides a five-year outlook that is bleak.  This forecast supports the need for the RESET Strategy outlined in this report.  To its credit, the County has done as much as it can do with its current practices.  The continued use of temporary methods such as reduced work weeks, not filling vacant positions, discretionary spending reductions and deferring capital purchases are all temporary fixes.  Even with these short-term methods, inter-fund transfers are required to balance the General Fund budget alone.

Building a roadmap to financial sustainability will require different discussions to be had and engagement in the process by elected officials and staff at all levels of the organization.  The ICMA Team believes that the RESET Strategy will assist the County in looking at the budget through a new “lens.”  Collectively, the County has to push the RESET button in order to change what is within its control at this point in time.      

Award-winning Finance Team
The ICMA Team took a comprehensive look at the County’s budget process and policies.  The County has an excellent Finance Department.  The County has received the prestigious Distinguished Budget Award for five consecutive years as well as the Certificate of Achievement for Excellence in financial reporting for four consecutive years.  Essential to implementing the RESET Strategy is making sure that the organization has the right individuals in key leadership positions to move this strategy forward.  The ICMA Team believes the County has the capacity, the talent and the will to move the RESET Strategy forward.   

Short-term Fixes
In the Fiscal Year 2014 – 2015 budget, the Board of Supervisors adopted several guidelines to provide direction and guidance to elected officials and department directors:

1. Protect employees:
a. No new non-grant funded employees
b. Hold positions open when possible
c. Utilize special revenue funds for personnel and other expenses when possible
d. Allowance for salary adjustments depend on economic factors
2. No non-grant department budget increases with the exception of expected increases for employee related expenses (ERE)
3. Limited capital expenditures for vehicles and equipment

Additionally, short-term initiatives include:  
· Voluntary cost savings policy
· Vacancy management strategy
· Capital purchases[endnoteRef:6] [6:  County of Navajo, Fiscal Year 2014-2015 Budget, page 11.] 


The short-term fixes described above are not enough.  How does the County head down a path of long-term financial sustainability?

The Government Finance Officers Association (GFOA) outlines “five pillars” of the financial planning process: 
1. A long-term service vision. Define the future the community wants.
· Service visioning is a great chance to engage elected officials in the planning process.
· A service vision makes planning more meaningful to participants, especially those without a financial background.
· It is essential for aligning financial strategy with service strategy.
2. Financial policies. Define the standards of stewardship of the publics’ tax money.
· Policies are the basis for accountability and increasing trust in government.
· Policies define standards against which performance can be assessed.
· Policies can be a crucial point of elected official involvement.
· See GFOA's Financial Policies book for more information
3. Technically sound analysis and forecasting. Provide accurate and credible financial foresight.
· A credible forecast is essential for stakeholders to have confidence in the planning process.
· Use scenario analysis to explore different possible futures.
· Make sure the forecast is adaptable to changing conditions and requirements.
4. Collaborative and participative process. Gain the benefit of different perspectives.
· Improve plan quality by getting different vantage points and accessing different expertise.
· Build a wide basis of support for financial strategies.
5. Connection to other plans. Long-term financial planning is part of a complete planning portfolio.
· Integrate with strategic planning to get the long-term service policies and to inject financial realities into service visioning.
· Integrate with capital planning to understand long-term capital and operating expenditures and to better model debt scenarios.
· Integrate with the budget to put into action long-term financial strategies.
· Integrate with land use planning to reveal land use trends that impact financial conditions and to emphasize land use implications for financial condition[endnoteRef:7] [7:  Government Finance Officers Association (GFOA) Website, The Pillars of a Sound Financial Planning Process, http://204.12.67.77/pillars-sound-financial-planning-process ] 


The County has an opportunity through the RESET Strategy to build on their current budgeting process. 




Redefining Fiscal Responsibility

In the July episode of Navajo Connection, Brad Carlyon, County Attorney stated, “innovation doesn’t do it anymore,” in response to a question about the County’s budget challenges.  Mr. Carylon is correct.  The County has made a concerted effort to focus on improving efficiencies and implementing innovative programs to generate cost-savings.  As part of the RESET Strategy, the ICMA Team recommends that the County redefine the current fiscal responsibility goal included within the County’s Five-Year Strategic Plan document.  Redefining what fiscal responsibility looks like over the next five years is an important next step for the County once the RESET Team is established.  

The current Fiscal Responsibility strategic goal is currently reflected by the following goal statement: Navajo County’s Five-Year 
Strategic Plan
· Preserve & Protect
· Economic Development
· Regional Leadership
· Fiscal Responsibility
· Excellent Service
· Communication
· Team Development


Goal: Fiscal Responsibility is currently defined as:
As a responsible steward of public monies, Navajo County demonstrates fiscal accountability, while providing innovative and quality services.  

Objective:  
	Demonstrate accountability and transparency.

Action:
· Provide timely reporting of how dollars are used
· Evaluate staffing needs
· Maintain software system for up-to-date financial information for departments
· Utilize energy-efficient and environmentally-sustainable methods for construction, technology and operations
· Pool resources through partnerships
· Continued departmental involvement in the budget process
· Provide justification for large purchase/projects during the budget process
· Continue to monitor economic trends and fluctuations 
· Validate notice of claims (risk management)[endnoteRef:8] [8:  Navajo County Five-Year Strategic Plan 2013 – 2017, page 8.] 


The ICMA Team recommends that the RESET Team develop a stronger, more specific definition for what financial sustainability will look like.  The current definition is good; however, it does not accurately depict the severity of the County’s financial outlook and action steps necessary to change the current mode of operation. 










Recommended Financial Sustainability Strategic Goal

The ICMA Team recommends revising and renaming the County Strategic Plan goal from Fiscal Responsibility to Fiscal Sustainability.


Goal: Navajo County’s Five-Year 
Strategic Plan
· Preserve & Protect
· Economic Development
· Regional Leadership
· Fiscal Sustainability
· Excellent Service
· Communication
· Team Development

As a responsible steward of public monies, Navajo County achieves fiscal sustainability through the prioritization and allocation of programs and services based on community need and available funding through long-term financial planning.  

Objective:  
Implement the RESET Strategy – a roadmap to financial sustainability beginning in 2016 and continuing in the development of the 2017 proposed County budget.

Action:
· Prioritize all County programs and services (RESET Tool #1)
· Identify opportunities for resource re-allocation (RESET Tool #1)
· Spend within County’s means – reduce expenditures (RESET Tool #2 & #5)
· Understand Variances (budget vs. actual) (RESET Tool #3)
· Establish and maintain reserves (RESET Tool #4 & 6)
· Engage the community (RESET Strategy Communications)
· Champion managing change (RESET Strategy Managing Change)





The RESET Team
The County is an expansive jurisdiction with a number of unique characteristics. While these characteristics make the County special, they also add layers of complexity to the management of local government. Services provided, work performed, and demands from throughout the jurisdiction have stretched the organization to the point where a significant budget shortfall is imminent. The leadership and management roles and responsibilities within the County are well-founded and professional; however, continuation of past practices will not create financial sustainability. There is evidence that change is necessary, and it is the impression of the ICMA Team that the County is primed for an organizational reset. The goal of creating a RESET Team is to afford the organization with the greatest opportunity for success, as they lead personnel through a redesigned budget development process that focuses on priorities.
As a portion of the Capstone Project, the ICMA Team completed a number of individual and focus-group interviews during on-site visits to the County. Individual department heads and elected officials were invited to speak with the ICMA Team concerning their involvement in the budget development process.  Ten pre-set questions, included in Appendix 3, were asked consistently in all interviews.  
It is evident that supervisor engagement is high within the County, as participation levels were nearly 100 percent. Of the various constitutional and appointed employee divisions, only one department did not meet with the Team during the one-on-one interviews. In addition to valuable participation it was also evident that department heads were interested in the financial state of the County, future fiscal challenges, and in learning about the goals of the ICMA Team.
The common threads from the department head meetings are included below:
· “We are dealing with a flat budget, year after year…”
· “Positions have been left open and unfilled since the recession…”
· “There is no budget development process…we don’t have funds to create anything different…”
· “Our staff is required to complete the same level of work with less personnel…”
· “Arizona counties have been forced to transfer more and more funds to the state…”
· “It is what it is…”

In addition to these sentiments, the Team noted that almost all department heads understand the financial constraints of the County. When asked to describe the financial future, words such as “bleak” and “desolate” were used by some department heads. Although there is frustration associated with the lack of revenue and the redundancy of the budget development process, the one-on-one interviews showed that department heads were proud of their personnel and of the work that their offices accomplish for the County. 
Department heads referenced the leadership team meetings as being useful for information sharing.  Additionally, the County’s Leadership University for professional development was noted as a valuable training program.  Access to the strategic plan for guidance in understanding the County’s vision was also mentioned as important document used by department heads.  A commonly found theme; however, is there appears to be departmental silos in place and there is not an all-encompassing unification surrounding the core services provided by the County.   
Likewise, interdepartmental cooperation and cost sharing that would support the County’s efforts for financial efficiency have not been identified and acted upon. The RESET Team will have the opportunity moving forward for the implementation of such initiatives.
The ICMA Team also met with management staff and front-line employees during group sessions, to discuss their views on the budget development process and what it meant to them to work for the County.  Findings from these focus group sessions are included in Appendix 4.  
For the manager’s focus group, 18 participants were asked the following questions:
· What disconnects exist in the budget process?
· Describe the budget development process in one word.
· Describe the organization’s culture in one word.
· Describe the county organization in one word.
For the front-line employee focus group, 21 participants were asked the following questions:
1. Does the budget reflect the County’s mission and priorities?
2. Are we able to meet short-term demands without compromising long-term vision?
3. Is there agreement on the five-year strategic plan?
The findings from each of the focus groups assisted the ICMA Team with gauging the pulse of the organization in respect to level of understanding and awareness of the current budget development, perceived challenges, and financial hardships. Additionally, it was useful for the employee groups to participate in facilitated group discussion surrounding changes that the labor force had dealt with since the Great Recession. Moreover, the ICMA Team was able to more accurately gauge the County’s workplace culture and to develop a better feel for what it was like to work within the local government. Both the front-line employee group and the manager’s focus group included knowledgeable, kind-hearted, motivated, and friendly employees who shared openly with the ICMA Team. Together with the pre-visit surveys, the ICMA Team was able to more accurately gauge the County employee group’s ability and willingness to openly discuss both budget development and the evaluation of programs.

Vision for the Navajo County RESET Team
The RESET Team will be among the most important tools for the successful management of Navajo County’s financial constraints. Effective implementation of the RESET Strategy depends upon three steps: Vision, Creation, and Organizational Implementation. Identifying the “roadmap” to financial sustainability involves a number of tasks: understanding current fiscal realities and forecasting future fiscal challenges, utilizing processes that accurately determine program necessity for county functions, developing a communications model for sharing information both internally and externally, and finally implementing a budget adoption process that efficiently and effectively meets the needs and desires of the community while ensuring that the financial welfare of Navajo County is protected. The vision for the RESET Strategy is one that must be adopted by executive level staff, as well as the policy making body of the jurisdiction, and championed throughout the organization by the RESET Team.
Creation of the Navajo County RESET Team
The creation of the RESET Team will be the foundation for the success of the RESET Strategy. The selection of individuals for participation on the RESET Team will afford the County will a cross-section of personnel who can focus on not only discussing opportunities for improvement, but taking specific action for organizational betterment. It is a recommendation of the ICMA Team that Navajo County evaluate the ability to add a full-time Management Analyst onto staff. Identifying an appropriate employee to fill the Management Analyst position would allow the County to have a staff member that can not only participate on the RESET Team, but an individual that can provide in-depth analysis of challenges raised and focused evaluation of topics tackled by the group.   
From executive level leadership, through personnel with expertise in finance and budget, and culminating with internal and external communications, every RESET Team member will have a critical role. The three-time Pulitzer Prize winning journalist Herbert Bayard Swope sums up the reality of management during challenging times stating, “I cannot give you the formula for success, but I can give you the formula for failure – which is: Try to please everybody.”
The scope of work for the RESET Team is very large, however it is not insurmountable. The ICMA Team has identified and provided a number of useful tools that should be implemented by Navajo County. The first and most important step of the RESET Strategy is to acknowledge the current and future fiscal realities faced by the County, and to clearly communicate them throughout the organization and to the community.  These fiscal realities are described in this report as five fiscal sustainability threats, beginning on page 26.  Following the acknowledgement of a challenging financial future and need for change, the RESET Team will encompass a number of other difficult responsibilities including; assisting with the reduction and reallocation of funds, repairing the structural deficit, and creating a financial reserve for Navajo County.  These changes are included in eight RESET Tools beginning on page 31.  
Revamping financial processes such as these are not foreign to local governments, especially following “the Great Recession.”  Some counties and cities have been successful, tapping resources and finding efficiencies they may not have discovered had it not been for their loss of revenue. Others have experienced continued financial hardships, including bankruptcy, and implementation of court appointed management. Successful implementation depends upon a number of factors; however, ensuring transparency in processes and garnering buy-in from all involved is essential. An excellent case study of multiple jurisdictions facing similar challenges comes from the National Civic Review. Included below is an excerpt from the article entitled Key Findings on Fiscal Sustainability for Local Governments in Southern California, from 2014.
“Sustainable fiscal decisions do not happen by accident. Elected officials and senior appointed staffs do not need to have identical interests, but their willingness to work with each other is a critical precondition for success. Reputable and professional chief executives play an important role in leading and maintaining a budgetary process that takes into account a broad range of interests in the entire community from a long term perspective. To be successful, executives have to be empowered by elected officials to present the realities of the fiscal condition of the jurisdiction, both short and long term, regardless of the political consequences. Effective relationships between elected and appointed executives correlated in the case studies with transparent and forward-looking budgetary processes.”[endnoteRef:9]  [9:  National Civic Review, 2014.] 


Organizational Implementation of the RESET Team
There are a multitude of tasks and responsibilities associated with membership on the RESET Team. That being said, the success of the organizational restructuring depends solely upon the productivity of the group that is established to carry out the new processes. The importance of the RESET Team’s work cannot be overstated. The RESET Team must create a methodology for the measurement of programmatic and departmental performance. This tool will be used by all departments to ensure accountability and transparency throughout the organization.  In the event the RESET Team believes that a group of internal stakeholders should take on the task of creating the performance measurement tool, they may choose to appoint a Task Force. The Task Force would be led by a representative from the RESET Team and used solely for the purpose of creating the performance measurement tool, after which the Task Force would be dissolved.  

The RESET Team will spearhead the program scoring process which will be used to evaluate all County programs in anticipation of the upcoming budget development process. Additionally, the program scoring process will allow for facilitation and repair to the Navajo County budgetary structural deficit. The RESET Team will be a standing workgroup that is maintained year-to-year. In an effort to address the structural deficit, the RESET Team will utilize the program scoring process in subsequent fiscal years. It is recommended that the RESET Team meet monthly to review revenues and expenditures, identify ongoing organizational efficiencies, and maintain accountability within Navajo County’s financial system.  

“Prioritization is a way to provide clarity about how a government should invest resources in order to meet its stated objectives (and about what services could be funded at a reduced level without impacting those objectives). Prioritization as a process helps us better articulate why the programs we offer exist, what value they offer to citizens, how they benefit the community, what price we pay for them, and what objectives and citizen demands they are achieving.”[endnoteRef:10]  [10:  Public Management, 2008.] 













Long-term Financial Planning Model

[image: ]The long-term financial plan is a core component of the RESET Strategy and the complete model is included in Appendix 4. The creation of the long-term financial planning model for the County is intended to be used as a “roadmap” by staff and elected officials.    

Long-term financial planning is a best practice recommended by the Government Finance Officers Association (GFOA).  According to GFOA, “Long-term financial planning is the process of aligning financial capacity with long-term service objectives.”  

GFOA best describes what a long-term financial plan is:
· A combination of technical analysis and strategizing. Long-term forecasts and analysis are used to identify long-term imbalances. Then, financial strategies are developed to counteract these imbalances.
· A collaborative and visionary process. A plan does not just forecast the status quo into the future. It considers different possible futures. It also involves other stakeholders. Elected officials, operating departments, and the public can all help identify financial issues, develop consensus strategies, and ensure a successful implementation.
· An anchor of financial sustainability. A plan develops big-picture and long-term thinking among elected and appointed officials.[endnoteRef:11] [11:  Government Finance Officers Association (GFOA) Website, What Is A Long-Term Financial Plan?  http://www.gfoa.org/what-long-term-financial-plan ] 


Why a long-term financial plan?“Financial planning uses forecasts to provide insight into future financial capacity so that strategies can be developed to achieve long-term sustainability in light of the government’s service and financial challenges.”

GFOA



A long-term financial plan must be aligned with the organization’s overall strategic plan.  Increased service levels, program enhancements and innovative efforts all come with associated costs.  The cost of providing County services has increased as well as unfunded mandates by the State of Arizona.  Changes in political leadership comes with new expectations or desires to fund certain programs and services.  Can the County satisfy demand for increased levels of services?

Currently, the County’s strategic plan is not in alignment with a long-term financial plan that provides the information on what the organization can afford.  While the County has a good system for identifying goals and priorities each year, the ICMA Team believes there is room for improvement.  A higher level strategic discussion needs to take place surrounding the long-term financial plan and demands for level of service in order to determine what the County can afford to budget.  GFOA encourages communities to develop a long-term financial plan whereby, “The budget is the most important execution tool, because the budget is where the final financial decisions are made. Design clear links from the financial planning process to the budget.”  


Who benefits from having a long-term financial plan?
The County is a service organization; therefore, stakeholders and customers benefit from long-term financial planning, such as:

· Citizens – Good fiscal management and long-term financial sustainability enhances the quality of life for a community because the resources are available to support and provide services.
· Elected officials – A long-term plan serves as a roadmap to aid elected officials in making decisions that benefit the community.
· Business community – Long-term financial plans can increase the attractiveness and desirability of a community as a place to locate when business owners know and understand the vision of the community.
· County staff – Employees benefit from having a clear picture of the County’s financial future.  Staff is a service organization’s biggest asset and key in implementing the budgeting tools recommended in this report.

The Leadership ICMA Team has recommended a community engagement strategy that is discussed in the RESET Strategy Communications section of this report, beginning on page 42. 

Long-term Plan Scope
The long-term financial planning model developed for the County consists of financial forecasting.  GFOA defines financial forecasting as, “the process of projecting revenues and expenditures over a long-term period, using assumptions about economic conditions, future spending scenarios, and other salient variables.”       

The County budget is a large multi-million dollar budget and it is complex.  The long-term financial plan was created in Microsoft Excel and is intended to be a “living document” updated annually or as necessary by County staff.  The structure of the plan consists of several sub-plans that make up an overall long-term financial plan model.  Each sub-plan is organized by fund type and is laid out using the comprehensive annual financial plan format.  Use of this layout allowed the Leadership ICMA Team to capture relevant financial data on a bigger picture level.  This layout was also doable within the scope of this project.  The County may choose to expand the level of data included in the long-term financial plan model in the future. 

In total, there are 22 sub-plans.  Each plan is noted by a numerical number and the fund name. For example: Fund #1 – General Fund.  The organization and numbering of the long-term financial plan model is included in Figure 2. 










Figure 2: Long-term Financial Planning Model Fund Structure
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Figure 3 on page 25 provides a snapshot of the structure of each sub plan.  Each sub-plan includes the following information:  

· Long-term Plan Time Horizon – the time horizon for the County long-term plan is a five-year outlook with the proposed 2016 budget looking forward to year 2021.  Typically, localities use scenarios with either a five or ten year outlook.  As the County implements the RESET Strategy recommendations, identification of a longer term outlook would be appropriate. The plan includes a historical look back beginning in 2010 to present 2015.  

· Revenues – each long-term plan includes actual revenues for prior fiscal years and projections by revenue type.

· Expenditures – each long-term plan includes actual expenditures for prior fiscal years and projections by expenditure type or general label expenditures.

· Excess of revenues over expenditures – this row shows if the budget is balanced (meaning revenues and expenditures are the same) before transfers in and transfers out are made.  

· Transfers in and transfers out – these two rows in each long-term plan are very important.  These rows reflect where funds are moved in and out which helps balance the fund.

· Fund Balances, July 1st – this is the beginning fund balance amount for the fund at the beginning of the fiscal year.                                                       

· Fund Balances, June 30th – this is the ending fund balance amount for the fund at the end of the fiscal year.



Figure 3: Long-term Plan Structure 

[image: ]Time Horizon


[image: ]
Fund balances



Disclaimer: It is important to note that based on the timing of the Leadership ICMA project and the start of FY 16, all FY 16 budget at the time of writing this report are proposed and some of the data included in the long-term financial planning model is not available.  Once FY 15 is closed out and the FY 16 budget is adopted, the numbers in the model will be updated. 

· Long-term Plan Projections – Leadership ICMA Team worked with Finance Department staff to develop projections for Fiscal Year 2017 – 2021.  Figures proposed for Fiscal Year 2016 were used, as available, at the end of June 2015.   The long-term financial planning model forecasts both revenues and expenditures:

· Revenues – are impacted primarily by external forces outside of the County’s control. 

· Expenditures – can be controlled through management decisions; however, there are several expenditures that are unfunded mandates by the State of Arizona.  Because the County is required to adopt a balanced budget each year, expenditures are matched to available resources. However, for the purposes of the financial model, out-year forecasts are not balanced in order to demonstrate the structural deficit that exists.    

· Long-term Plan Frequency – the County fiscal year is July 1st to June 30th.  It is recommended that the County use the long-term financial planning model throughout the year and at minimum update the model at the end of each fiscal year. 



Fiscal Sustainability Threats
The ICMA Team identified five threats to developing fiscal sustainability in the County; these threats outlined in the following section include:

1. State unfunded mandates
2. Structural deficit
3. Inadequate reserves 
4. Too much ownership
5. Political will

Fiscal Sustainability Threat #1: State Unfunded Mandates
Navajo County estimates that the State has decreased Highway-User Revenue Fund (HURF) funding by over $6 million dollars.  Additionally, the County is required to pay 25 percent of the bill for juvenile corrections.  These are two examples of continued, unfunded mandates by the State that puts pressure on the County’s General Fund.  The County has acknowledged on several occasions that the use of flexibility transfers, allowed by the State, has enabled the County to balance the General Fund.  If the use of flexibility transfers in the future is restricted or eliminated, this will be devastating to the County’s General Fund budget.  Figure 4 below demonstrates the impact of unfunded mandates on the County’s property tax. Property tax is the primary revenue for the County and as illustrated only 20 percent remains to fund County programs after commitments to the State are fulfilled.  In Fiscal Year 2015, the County property tax revenue totaled $6,916,474.  The remaining 20 percent equates to $1,236,188 available to fund County programs.  

Figure 4: State Impacts to County Property Tax 



Another way of understanding the County’s fiscal realities is in Figure 5.  This figure breaks down the amount of funding the County from property taxes as compared to other taxing districts.  The County receives 8 cents of one dollar to fund programs and services.



Figure 5: Distribution of 2014 Tax Dollar 
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Fiscal Sustainability Threat #2: Structural Deficit
The biggest threat to the Navajo County budgeting process is the structural deficit that exists in the General Fund.  Even though the State requires the County adopt a balanced budget at the time of adoption, the long-term financial planning model demonstrates expenditures have exceeded revenues for several years.  This not as a result of unnecessary spending or lack of good fiscal judgement.  The continued placement of unfunded mandates by the State makes it increasingly difficult to balance the budget.  This systemic issue has been managed through the use of flexibility transfers where the County has transferred funds between several funds.   As noted earlier in this report, the ICMA Team did not balance the five-year forecasting of revenues and expenditures in order to demonstrate the structural deficit that exists.  If the ICMA Team did balance the long-term financial planning model, the result would show the need for significant reductions or an identified amount to cut.  The ICMA Team did not believe this exercise would be useful.  Identification of the structural deficit helps begin the conversation about available resources to fund services.  

For example, the proposed 2016 budget includes the following:

Proposed Revenues 			$31,736,450
Proposed Expenditures  			$34,014,482
Structural imbalance (deficit)		$  2,278,032

Again, the structural imbalance that is visible when looking at Figure 6, shown on page 28, is addressed by making transfers in from other special funds. 

The County will continue to have a structural deficit unless one of two things occur: 1) new revenue is generated that meets the current rate of spending and the reliance on inter-fund transfers is lessened or eliminated over a period of time or 2) reductions in level of service are made across the County.  Option #2 is the less popular option and would have the biggest impact on the community.  If changes do not occur moving forward, the structural deficit will continue to compound and the County will fall off the fiscal cliff.  The ultimate worst case scenario for the County would be to declare bankruptcy or to have to ask the State for assistance.



Figure 6: Navajo County General Fund
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Addressing the structural deficit in the General Fund absolutely has to be a priority in Fiscal Year 2017.  As you can see from Figure 7 below, expenditures have historically exceeded revenue in the General Fund.  The County will not be able to continue to balance the General Fund with use of inter-fund transfers from other funds (such as the Flood Control District Fund #3) in the long-term financial planning model.

Figure 7: Navajo County General Fund Structural Deficit





Fiscal Sustainability Threat #3: Inadequate Reserves
[image: ]The idiom “the straw that broke the camel’s back” comes to mind to best describe the severity of the structural deficit as it relates to the County not having adequate reserves on hand.  What will the straw be for the County? Will it be a natural disaster? Will it be the closure of the railroad? Will it be the closure of the pig farm? Will it be one more unfunded mandate from the State? Will it be the next recession? 

Regardless of what it might be, the County has to take control and manage what it can, given the economic realities.  Operating in a manner without adequate reserves creates greater risk and potential the County would be unable to respond to a catastrophic event.  

Cash Flow Issues
The Finance Department regularly monitors spending to ensure that there is enough cash on hand for payroll and accounts payables.  Think of this issue as the County living paycheck-to-paycheck and probably in some instances charging too much on credit cards.  

On the surface this may appear to be a good financial practice.  However, the root cause of the practice is driven by a cash flow problem that exists because the County does not have a large enough fund balance to ensure there is sufficient cash on hand to pay bills throughout the year.   In order to monitor departmental budgets, discretionary spending limits are put into place so departments are really operating at a lower spending level than the adopted County budget.  

As the Leadership ICMA Team learned during interviews with departments, the primary method used to address the County’s cash flow issue is to use discretionary spending limit approach.  Approvals are often required through Finance to make certain purchases which takes autonomy away from departments in managing their budgets.  This is not an effective way to manage a budget.  The time and energy involved in managing the County budget in this manner could be better used on strategic initiatives.

Fiscal Sustainability Threat #4: Too Much Ownership 
The County consists of very hardworking and passionate employees.  One reoccurring theme heard during interviews with departments included statements such as “we are an extension of the State,” “we are mandated to provide this program,” and “we cannot eliminate this program.”  The County is an extension of the State from a statutory perspective.  However, employees who work for Navajo County work for the County not the State of Arizona.  It is unfortunate that the State continues to place unfunded mandates onto counties.  The following questions need to be discussed:    

· Is this program or service mandated by the Federal government, State government or by the County?
· If a program or service is mandated, at what level is the County required to fund the program?
· If the program is not mandated, why is the County providing the program?

The County is mandated to provide certain programs and services without subsidy from the State.  Using the RESET Strategy requires asking the question – providing at what level are we required to provide services? Are we providing services at a higher level of service than the state mandates? 

Too much ownership that results in territorial issues and personal agendas will not help the County build financial sustainability.  This is an important distinction to make in the discussion of fiscal sustainability, because while it may be a natural defense mechanism to justify a program or service, this position is counterproductive to moving the vision and strategic priorities of the County forward.   

Fiscal Sustainability Threat #5: Political Will 
Does the political will exist to move the RESET Strategy forward?  The Leadership ICMA Team recommends that every elected and appointed official ask themselves this question.  Do you want to be part of the solution or part of the problem?  Authors in the National Civic Review identified the following in building financial sustainability, “Understanding all capital, operations, and maintenance costs projected over time is essential. Equally important is an understanding of revenue stream projections.  Elected and appointed officials must have a shared understanding of both long-term costs and revenues in order to develop strategies for attaining fiscal sustainability…”[endnoteRef:12] The greatest test of political will in implementing the RESET Strategy will come with elected and appointed officials collectively making decisions to reduce levels of service. Partnership is essential to addressing the structural deficit that exists in Navajo County.  The National Civic Review authors noted, “Addressing the mismatch between the demand side and supply side requires creating community and inter-sectorial problem-solving partnerships.”[endnoteRef:13] [12:  “Key Findings on Fiscal Sustainability for Local Governments in Southern California,” 2014 National Civic League]  [13:  “Key Findings on Fiscal Sustainability for Local Governments in Southern California,” 2014 National Civic League] 


Given the threats that exist to creating fiscal sustainability in the County, the ICMA Team has developed eight better budgeting tools described in the next section of this report.


RESET Strategy Tools

The ICMA Team identified eight tools for better budgeting; that if implemented, collectively will produce results.  These tools include:
 
1. Prioritization & Resource Re-allocation for Existing Programs
2. Reductions
3. Variance Exercise
4. Creation of a Contingency Fund
5. Review of New Programs
6. Reserve Policy
7. Revenue Enhancement
8. Legislative Action

The RESET Strategy is intended to be a dynamic process as shown in Figure 8 below. 
 
Figure 8: RESET Strategy 


















RESET Tool #1: Prioritization & Resource Re-allocation for Existing Programs[endnoteRef:14] [14:  Center for Priority Based Budgeting (CPBB).] 

The ICMA Team recommends the County implement a prioritization and resource re-allocation process modeled after the Center for Priority Based Budgeting’s (CPBB) methodology.  Budgeting for outcomes and performance measurement are commonly used tools; however, it is important to note that this RESET Tool is neither. 

Prioritization is the process of ranking all County programs and services and budgeting accordingly.  Resource re-allocation is the process of redirecting funds to new or modified programs and services based on priorities.  Therefore, for the Fiscal Year 2017 budget development, County departments have an opportunity to prioritize programs and re-allocate resources based on the RESET Services and Program Scoring Tool included in Figure 9 shown on page 32.  This tool will assist the County in identifying what resources can be re-allocated based on strategic priorities.   



Figure 9: RESET Services and Programs Scoring Tool
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The biggest threat to this process discovered in the focus group sessions and interviews was hearing “this program is mandated.”  In order for this budget tool be effectively used, no programs are untouchable and not every program is mandated. The resource prioritization & resource re-allocation exercise provides a new “lens” for County officials to manage and make budget decisions.  This process is not driven by trying to achieve a percentage in reduction or a dollar figure in reductions. 

	“The objectives of implementing a successful prioritization initiative allows us to:
· Evaluate the services we provide, one versus another. 
· Better understand our services in the context of the cause-and-effect relationship they have on the organization’s priorities.
· Provide a higher degree of understanding among decision-makers as they engage in a process to rank services based on priorities.
· Articulate to people in the organization and to the public how we value our services, how we invest in our priorities, and how we divest ourselves of lower-priority services”[endnoteRef:15] [15:  Public Management, “Getting Your Priorities Straight,” June 2008, pages 16-17.] 


Additionally, the CPBB advocates that successful prioritization is the result of three important factors:

· “The right results. Accurate prioritization of programs depends on comprehensive identification of results we are in the business to achieve.
· The right definitions. Precision in prioritization results from the articulation of the cause-and-effect relationship between a program and a result.  With clearly defined causality and an understanding of the influences on results, we can minimize subjectivity in linking programs with results.
· The right valuation.  With the right results and with clear definitions we can accurately value our programs relative to their influence on achieving results.”[endnoteRef:16]  [16:  Public Management, “Getting Your Priorities Straight,” June 2008, pages 17-18.] 


While the ICMA Team has developed the RESET Services and Programs Scoring Tool using the CPBB methodology, a core piece of their methodology known as resource allocation scoring against result definitions is not included in this project.  When using result definitions such as “Economic Vitality” or “Safe Community,” programs are then measured in terms of relevance in achieving the defined result.  An example of a result definition from the City of Wheat Ridge, Colorado is included in Figure 10.  
“Designing a process that is fair, accessible, transparent, and adaptable is a challenge.  However, it is also an opportunity to customize a priority-driven budgeting process that fits your organization best.”
Government Finance Review


The ICMA Team recommends the County focus on review and prioritization of programs and services and at a future point add the tie to community results see Figure 11.  Development of result definitions typically involves engagement from elected officials and the community.  The result definitions may look different or similar to the Five Year Strategic Plan Goals.  The Team believes the County will be ready to take this step in 2017.   


[image: ]Figure 10: Economic Vitality Result Definition for Wheat Ridge, Colorado













[image: ]Figure 11: Center for Priority Based Budgeting Scoring Scale
















For the implementation of the RESET Strategy, programs will be prioritized using the program attributes criteria shown earlier in Figure 9.  The program attributes developed for the County used the CPBB’s program attributes with the addition of two attributes the ICMA Team designed unique to the County: 1) Economic Driver and 2) Intergovernmental Relationships.  Each program attribute and the related scoring is described below:

· Mandated to Provide Program – the grading criterion established to score programs is on a scale of 0 – 4.[endnoteRef:17]  [17:  Center for Priority Based Budgeting (CPBB).] 

Programs that are mandated by another level of government (i.e., Federal or State) will receive a higher score for this attribute compared to programs that are mandated solely by the County or have no mandate whatsoever.
· 4 - Required by Federal or State legislation
· 3 - Required by Charter or incorporation documents OR to comply with regulatory agency standards
· 2 - Required by Code, ordinance, resolution or policy OR to fulfill franchise or contractual agreement
· 1 - Recommended by national professional organization to meet published standards or other best practice
· 0 - No requirement or mandate exists

· Reliance on the County to Provide Program – the grading criterion established to score programs is on a scale of 0 – 4.[endnoteRef:18]   [18:  Center for Priority Based Budgeting (CPBB).] 

· 4 - County is the sole provider of the service
· 3 - Program is only offered by another governmental, non-profit or civic agency
· 2 - Program is offered by only one other private business in the immediate area
· 1 - Program is offered by other private businesses outside County limits
· 0 - Program is offered by other private businesses within County limits

· Level of Demand for Program – the grading criterion established to score programs is on a scale of -4 to 4.[endnoteRef:19]   [19:  Center for Priority Based Budgeting (CPBB).] 

Programs demonstrating an increased demand will receive a higher score for this attribute compared to programs that show no growth in demand for the program or service.  Programs demonstrating a decrease in demand for the service will actually receive a negative score for this attribute.
· 4 - Program experiencing an increase in demand of 25% or more
· 3 - Program experiencing an increase in demand of 15% to 24%
· 2 - Program experiencing an increase in demand of 5% to 14%
· 1 - Program experiencing an increase in demand of 1% to 14%
· 0 - Program experiencing no change in demand
· -1 - Program experiencing a decrease in demand of 1% to 4%
· -2 - Program experiencing a decrease in demand of 5% to 14%
· -3 - Program experiencing a decrease in demand of 15% to 24%
· -4 - Program experiencing a decrease in demand of 25% or more

· Cost Recovery of Program – the grading criterion established to score programs is on a scale of 0 – 4.[endnoteRef:20]   [20:  Center for Priority Based Budgeting (CPBB).] 

The ability of a program to “pay for itself” through user fees, intergovernmental grants or other specifically dedicated revenues.  Programs will be graded on their ability to cover their costs through program fees.
· 4 - Fees generated cover 75% to 100% of the cost to provide the program
· 3 - Fees generated cover 50% to 74% of the cost to provide the program
· 2 - Fees generated cover 25% to 49% of the cost to provide the program
· 1 - Fees generated cover 1% to 24% of the cost to provide the program
· 0 - No fees are generated that cover the cost to provide the program

· Economic Driver – the grading criterion established to score programs is on a scale of 1 – 4.  
The ability of a program to generate new revenue and jobs.
· 4 - Program generates new revenue AND creates new primary jobs
· 3 - Programs generates new revenue, OR creates new primary jobs or revitalizes lost jobs 
· 2 - Program generates new revenue
· 1 - Program does not generate new revenue, create primary jobs or revitalize lost jobs

· Intergovernmental Relations – the grading criterion established to score programs is on a scale of 0 – 4.  
The ability of a program to generate partnerships that benefit the County as a whole as well as local jurisdictions.
· 4 - Program is a multijurisdictional partnership that has less than 29% expenditure by Navajo County and is specifically tied to the accomplishment of a Strategic Plan goal 
· 3 - Program costs are shared between partners with Navajo County’s expenditures ranging between 30-49% 
· 2 - Program costs are shared equally between partners
· 1 - Program costs are shared between partners with Navajo County’s expenditures ranging between 51-84% and a majority of the program work is administered by Navajo County Staff
· 0 - Program is not multijurisdictional

The ICMA Team believes the most significant contribution scoring criteria will bring to the County is objectivity.  This criteria is intended to change the budget conversation.  Through discussions with department heads and staff, the Team acknowledges that performance-driven questions are being asked in budget discussions; however, the program prioritization will be a comprehensive County-wide exercise that will provide new information and insight.  

Program Ranking
In order to keep the program prioritization manageable, it is recommended that the RESET Team manage program prioritization lists first by department and then the County overall.  The following big picture questions are recommended for the RESET Team to encourage departmental engagement when program prioritizations are developed and reviewed:  
 
· Identify programs or services that the County could stop doing
· Identify opportunities for improved efficiencies  in the delivery of County services
· Re-allocation of existing funding to support the creation of new programming tied to the County’s strategic priorities[endnoteRef:21] [21:  City of Wheat Ridge Budget Process, 2015.] 


The goal of the prioritization process is to look at programs and services through a new lens.  What can the County do differently from a programmatic cost perspective that supports the long-term financial sustainability of the County?     

The ICMA Team recommends that the RESET Team develop ranking thresholds after all the programs and services are ranked.  The RESET Team will see natural breaks or shifts in program scores and these will be points where decisions can be made around what programs and services to continue to provide. 

Re-allocation of County programs and services will only be successful if County leadership is willing to look forward and find new and better ways to provide services.  In many instances, this type of re-allocation of County services will involve letting go of resources which may include positions.  Ultimately, these strategies call for necessary changes in service delivery to generate cost savings and reductions.    

The County has an opportunity in late 2015 to hire a new Assistant County Manager.  The ICMA Team believes that this new position can help champion the RESET Strategy moving forward.  The Team recommends the individual hired possess a strong budgeting and financial management background coupled with experience in organizational development and performance management.  Performance audits is a tool that is recommended for use internally by the County Manager’s Office after initial program inventories and prioritization is established.  

Responsibility: RESET Team establishes review process for prioritization and resource re-allocation.  This is the responsibility of all departments and elected officials in the County.  

RESET Tool #2: Reductions
The ICMA Team is recommending the County implement reductions that are strategic and tied to the use of RESET Tool #1.  Across-the-board cuts or reductions based on a percentage of budget are two common yet ineffective ways to manage a budget imbalance.  This approach usually does more harm than good when striving to achieve fiscal sustainability.  The RESET Team will need to identify what level of reductions will be made in order to address the structural deficit in the General Fund and to increase the reserve level.  Additionally, the creation of a contingency fund or RESET Tool #4 is recommended.      

Reductions will come from what the County can stop doing.  The RESET Team needs to identify how much in reductions can be identified after going through the prioritization exercise.  It is up to the County to decide whether or not reductions need to be made.  Two examples of programs that the County is not required to fund that the ICMA Team was informed about during the first site visit include:

Example 1: The actual cost to provide juvenile detention services is $1.2 million annually.  Apache County recently closed their facility and will pay the County approximately $100,000.  There is also an opportunity to partner with Coconino County.  This program is an example where the County has an opportunity to evaluate fees for service.  What level is the County required to fund this program at?  

Example 2: The County currently funds a Child Support Program.  The State of Arizona funds and provides a child support program.  The County is required to provide a $250,000 grant match for this program and the State only reimburses the County 66 percent of program costs.  This program is an example of a County program that is funded above the state mandate and does not have high cost recovery.  Can this program be scaled back? Should this program be eliminated and resources directed to other County priorities. 

The two above examples are just two examples in order to demonstrate the shift in thinking that needs to occur as part of the RESET Strategy implementation.  
   
RESET Tool #3: Variance Exercise[endnoteRef:22]  [22:  Center for Priority Based Budgeting (CPBB).] 

It is recommended that the RESET Team conduct a variance exercise for the development of the Fiscal Year 2017 Budget.  The ICMA Team believes there is a good understanding of this budgeting concept and to a certain degree the County is already doing.  The threat in using this budget tool is in situations where elected officials refuse to “let go” or “give up” or re-allocate funds to other purposes.    

How the variance exercise works: this is a simple exercise where comparisons are made between budgeted funds and actual funds spent.  This is a way to capture the “low hanging fruit” and identify funds that can be re-allocated to other strategic programs and services.   

Example:
	Department A budgets $50,000 for x service in Fiscal Year 2015
	Department A actually spent $30,000 for x service in Fiscal Year 2015
	Variance is $20,000 in funds not spent

Why does a variance exist? This is the primary question that needs to be asked.  The ICMA Team recognizes that County staff does ask this question to some degree; however, use of this tool with the other better budgeting tools is recommended.  
   
Successful use of the variance exercise includes identifying a minimum variance threshold, such as $5,000.  The threshold can be as low or as high as the County would like it to be.  This threshold should be set by the RESET Team.

The ICMA Team strongly recommends that the County RESET expectations surrounding full-time equivalent positions (FTE) in the annual budget.  Several positions are budgeted and are not filled because funding is not available for these positions.  This practice has created an artificial variance when comparing budgeted amounts to actual amounts at year end.  Central to the success of the RESET Strategy is letting go of position counts and having the adopted County budget reflect the actual FTE count today.  The Team recognizes this has been a way to hold the line.  It is a new time, a new day, and Navajo County cannot afford to hold onto what was pre-recession.  The County needs to account for the positions that currently exist and determine what is needed in the future without attaching political strings. 

Responsibility: RESET Team establishes minimum variance threshold in all funds.

RESET Tool #4: Creation of a Contingency Fund
The creation of a contingency fund is a tool used hand-in-hand with the variance exercise explained above.  Because the contingency fund is created by making reductions based on budgets to actuals, a contingency fund can provide a resource for staff to tap into if funding is needed. The key to the success of using a contingency fund is not to use it on new requests or programs; rather to only use the funds on items that were reduced.  

Example:
· The variance exercise yields $500,000 in funds that could be reduced or re-allocated.
· County Administration budgets $375,000 in the form of a contingency fund.
· $125,000 is generated in reductions that can either be used in the form of resource re-allocation recommended in RESET Tool #3 or reductions in RESET Tool #4.
· A contingency fund is created by consolidating amounts in several program budgets into one line item account.        
· A process is created by which department directors request use of contingency funds through the County Manager.

If the contingency funds are not spent at the end of the fiscal year this is a good thing as the remaining funds increase the available fund balance.  The ICMA Team recommends the County look at establishing a contingency fund amount of at least $100,000, meaning reductions in this amount would need to be identified in the General Fund.

Responsibility: RESET Team establishes annual contingency fund amount. 

RESET Tool #5: New Programs[endnoteRef:23] [23:  Center for Priority Based Budgeting (CPBB).] 

In moving forward, the ICMA Team recommends that all newly proposed programs and services, even if mandated by the State, are evaluated using the RESET Services and Programs Scoring Tool.  It is recommended that the RESET Team develop a threshold using the scoring tool when new programs score high enough to justify adding the program to the County 2017 Budget.

RESET Tool #6: Reserve Policy
Reserves are a portion of the County fund balance set aside to use for emergency situations.  The County has a reserve policy requiring a minimum of 10 percent set aside in the General Fund and whenever possible they do the same in other special funds.  The ICMA Team recommends that the County reevaluate their reserve threshold and adopt a new, stricter reserve level for both the General Fund and special funds.  As noted on page 22 of the County 2014-15 Budget document, reserves play an important role in ensuring cash liquidity.  However, the County has liquidity problems as discussed earlier in this report.  To assist the County, the ICMA Team has included reserve analysis included in Figure 12.   This spreadsheet is tied to the long-term financial planning model and includes recommendations on different reserve thresholds based on a percentage of General Fund expenditures.  

The ICMA Team recommends that the County work towards building a minimum 17 percent reserve in the General Fund over the next five years.  This change would result in an increase from the County’s current 10 percent reserve requirement.  Again, Figure 12 includes a breakdown of reserve target levels of 17 percent, 25 percent and 35 percent.  

The RESET Team could choose to adopt a higher level say at 25 percent; however, doing so would require more reductions in the General Fund.  The ICMA Team recommends starting with 17 percent and working towards achieving higher reserve levels in other special funds first.  

The following example has been included to demonstrate the additional funds that would be needed resulting from reductions in the General Fund in order to meet the recommended 17 percent reserve minimum: 

· Fiscal Year 2016 Proposed General Fund Expenditures $34,014,482
· Current 10 percent requirement 				$3,401,448
· Recommended 17 percent minimum reserve		$5,782,462	
· Additional amount needed to build reserve level   	           $2,381,014

Figure 12: Navajo County Reserve Analysis
[image: ]
Note: Information from the City Treasurer was not available as to how much funding the County has invested. This spreadsheet will need to be updated to reflect that amount.

Responsibility: RESET Team recommends new reserve threshold and seeks Board of Supervisor approval. 

RESET Tool #7: Revenue Enhancement
The County has seen firsthand the impacts of decisions by Federal and State lawmakers which has continued to create unfunded mandates and shift the responsibility for subsidizing programs to the County at a higher level.  Critical to revenue enhancement is the County making economic development decisions and marketing high priority development areas in the coming years.  County Administration’s decision to hire Paul Watson, Assistant County Manager/Economic Development Director is a step in the right direction.  Because revenue enhancement is critical to the long-term financial sustainability of the County, the Leadership ICMA Team added two program attributes to the Services and Programs Scoring Tool: 

· Economic Driver 
· Intergovernmental Relations  

These two attributes were developed specifically for the County.  The Leadership ICMA Team believes that using these attributes when completing the services and programs scoring process will provide new information or a different “lens” to help determine level of service priorities.  These program attributes measured against program mandates will help the County balance perspective in terms of what must be done and what they need or envision for the future. 

· Economic Driver
· Program generates new revenue AND creates new primary jobs
· Program generates new revenue, OR creates new primary jobs or revitalizes lost jobs 
· Program generates new revenue
· Program does not generate new revenue or create primary jobs or revitalize lost jobs

· Intergovernmental Relations
· Program is a multijurisdictional partnership that has less than 29% expenditure by Navajo County and is specifically tied to the accomplishment of a Strategic Plan goal 
· Program costs are shared between partners with Navajo County’s expenditures ranging between 30-49% 
· Program costs are shared equally between partners
· Program costs are shared between partners with Navajo County’s expenditures ranging between 51-84% and a majority of the program work is administered by Navajo County Staff
· Program is not multijurisdictional

The ICMA Team recommends that the County share the program scoring prioritization with cities/towns within the County and look for opportunities to leverage partnerships and continue to foster existing ones.  One anecdotal example of the challenge with economic development that was shared with the ICMA Team on the second site visit, included the story of the Town of Holbrook and the challenge the Town faced in some community members not wanting a Subway.  This is lost revenue for the Town of Holbrook and a loss of economic growth for the County as well.  As the County moves forward with the RESET Strategy implementation, tough discussions need to occur.  Can the Town of Holbrook afford not to have a Subway?  What is at risk by welcoming a Subway to town? What is at stake by welcoming a Subway to town?   

In order to help facilitate what the overall vision for the future of the County could look like, the ICMA Team recommends the County seek assistance from the Urban Land Institute Advisory Services program.   

Urban Land Institute Advisory Services Panel (ULI)    “Advisory Services panels provide expert, independent, timely, candid, and unbiased input from national real estate, land use, design, and planning experts. Panels bring outside points of view to help kick-start critical conversations and move beyond decision-making dead ends. They help communities gain fresh insight and come to innovative solutions for complex land use and real estate development challenges.” ULI



This program helps communities find strategic and practical solutions for the most challenging issues facing today’s urban, suburban, and rural areas.  ULI Advisory Services forms a panel of industry leaders from “its diverse memberships, including developers, planners, financiers, market analysts, designers, economists, architects, and public officials to provide objective advice that is not available from any other source.  The Team believes this unique approach would greatly benefit the County in seeing what is possible from an economic development perspective.  

More information can be found on the ULI Website here:http://uli.org/programs/advisory-services/advisory-services/ 

Employing the assistance of ULI could be through a regional partnership with local governments.  The ICMA Team recommends that the County invest resources in building regional partnerships through projects such as this one.  

RESET Tool #8: Legislative Action
The Leadership ICMA Team recommends the County begin to actively lobby the State of Arizona for constitutional reform of mandated positions such as the Constables that are antiquated and inefficient.  Following the completion of RESET Tool #1: Resource Re-allocation & Prioritization, the Leadership ICMA Team recommends an education piece be developed to communicate to State Legislators the cost of unfunded mandates.  An important element of this education piece is to include the amount of reductions that the County will have made as a result of using RESET Tool #2.    



RESET Strategy Communications 

Navajo County’s successful implementation of the recommended financial sustainability roadmap depends on the organization’s willingness to cultivate an environment conducive to change. Establishing such an environment requires deliberate, strategic and effective communications. 

Given the current trends in public management, the towering presence of social media, access to information and exponential growth in cultural diversity, governments across the nation and the world are being held to higher standards and expectations.  Communication is now recognized as a key element in almost any institution, whether non-profit, corporate or government agency. Efficient communication is more than a transfer of information: it must be multi-directional, and open to receive communications or information in exchange and feedback. 

[image: ]Similar to many other localities, the County is experiencing the roughest of times in the aftermath of “the Great Recession.” However, some impacts experienced by staff, community partners and the County at-large are the result of a delay in financial impacts mitigated through efficiency exercises that are now circling the drain. It is no secret that the County has come to a “do or die” crossroads in its financial planning and budget development.  Nevertheless, the ICMA team is confident the County can pull through successfully by realizing their financial position, making difficult but strategic decisions and lastly, implementing an internal and external communication program that is inclusive of the organization and the community. 

In the original scope of work, the ICMA Team was to provide a civic engagement model to be utilized as part of the new approach toward building the County’s fiscal strength. However, throughout the interviews with staff from various departments, the team learned that in many cases, significant budgetary decisions were made post department discussion without notice or reason. Additionally, staff expressed a desire to engage County management in the finer details of the budget as it related to the thought process behind imposed caps/limits within each department’s budget.  Additionally, staff expressed a desire to understand how this is done without establishing a true reserve fund to capture the funds within the capped portion.  It was evident that the lack in transparency and proactive communication has drained employee morale, and as a result, the trust relationship between management and staff has been impaired. As a result of these findings, the ICMA Team agreed to amend the scope of work to include an internal communications strategy model to re-establish and strengthen the organization’s communications and rebuild trust relationships across the organization, from executive staff down through professional and frontline employees.

The adoption and implementation of an internal and external communication program contributes to the integration of staff and community members. It fosters a sense of belonging to the County and creates a healthy work and community environment, spirit of collaboration and better work relations. Inclusivity buffers the anxiety and pressure of facing the uncertainties that come with change, because all, bear the burden and are equally responsible, and are most willing to seek resolution.

“Communication leads to community, that is, to understanding, intimacy and mutual valuing.”	-Rollo May

	Effective communications are built upon the following principles:

Organizational Communication is a management process with a specific business purpose and disciplined methods of development, implementation, and measurements. It is accomplished through a strategic communication plan that is reviewed and approved by senior management. It is as equally important that management follow the process. Exceptions at the management level can be detrimental to the successful communications throughout the organization. 

Communication is a change agent. The purpose of communication is not just to convey information, but to influence behavior. It influences behavior by persuading people to take action toward the organization's objectives. One of the major points of contention between County staff and leadership is that communications during the budget development process are more directive and do not provide opportunities to change decisions made as it relates to transparency, creativity, and inclusivity. It is critical that this current form of communications evolve to include staff as part of the RESET Strategy, promote innovation and encourage feedback on improvement strategies.

Executive Leadership is responsible for internal communication. Believe it or not, proactive face-to-face communication with staff is still the most effective form of communication, and is the way employees prefer to receive information relating to their job. Executive staff must also communicate a unified message and ensure messaging is pushed throughout every level of the organization.

[image: ]Communication is a social process. Communication is a social process based on transparency, sharing, and participation. Communication must recognize and leverage the basic human need for knowing and relating. Communication must be open, flowing vertically and horizontally throughout the organization. 

To be understood, communication must be rooted in the interests and language of the receiver. While it seeks to achieve the organization's strategic objectives, it cannot do so effectively unless it uses a receiver-focused approach in both content and context. Speak the language of the audience in order to achieve the highest level of clarity and comprehension. Steer clear of technical terminology, government-speak and “legalese”. For Navajo County, communication efforts must reflect and appreciate the values, and customs of its diverse constituency of residents and stakeholders. This includes meeting the intended audience on their terms…and possibly at their location

To be noticeable, communication must be compelling and perpetual. As it must compete for the receiver's attention, communication must use highly compelling and creative ways to deliver its message. To be remembered and adopted by the organization, communication needs to be continuous and consistent.  The County cannot afford not to communicate…and they must communicate frequently.

To be influential, communication must be credible. Without a high degree of credibility, the integrity and believability of the message will be lost, and the whole communication process will be a waste of resources. The County must follow through. In cases where much of an organization’s credibility has been compromised, leadership must first begin with small wins over long periods of time that help establish an environment conducive to re-building trust between the organization, it’s employees and the community it serves.

	[bookmark: thesixsteps]
Effective communications established in six steps
The following serves as a framework and approach for developing a standard process for communications management:
[bookmark: Step1]
Step One – Analyze current situation
Start communications planning with some research. Research can be as extensive as commissioning a public opinion poll or as simple as talking with clients or staff on an informal basis. It also means asking the following questions about the current situation and what affects it:

· What are the County’s goals, strengths and weaknesses?
· What resources are currently available? Budget restraints?
· Is there any current research that will help?
· Has this type of communications activity taken place before? If so, what was the result?
· What are the major communications opportunities?
· Local newspaper(s) not just the mainstream, but grassroots publications as well:
· Public access channels
· County website
· Social Media (Facebook, Twitter, Instagram, etc.)
· Community events (booth rentals)
· Public engagement tools (Mind Mixer, Mind Quest, etc.)
· County website
· What are the major communications impediments?
· Identify champions (and opposition)
· Languages? Translated materials are critical.
[bookmark: Step_2-_Goals_and_Objectives]Step Two – Outcomes and milestone achievements
Define outcomes and milestone achievements. Outcomes are the overall changes desired. Milestone achievements are the short-term, measurable steps you take to reach the intended goal. 

When deciding on objectives, ask:
· Are we seeking to provide new information?
· Are we calling the audience to action?
· Are we seeking to change behavior?

Milestones should form a clear statement of what is being accomplished. They should be specific, realistic and listed in order of importance. They should also be measurable. When preparing a communications plan, measure results against milestone achievements.
[bookmark: Step_3_-_Target_Audience]
Step Three – Target Audience
The next step in the planning process is to determine target audiences by: listing the groups to communicate, and analyzing each group. 

The more clearly the audience is defined, the easier it will be to make choices about messages and communication vehicles.  Appendix 5 includes possible target audiences for consideration.  When analyzing each group, consider:
· What do they already know?
· How are they likely to react to your message and why?
· What are some factors influencing the audience that receives your message – for example: literacy levels or multicultural differences?
· Are there any difficulties in communicating with each group?

[bookmark: Step_4_-_Key_Messages]Step Four – Message Platform (Elevator speech)
Develop the message platform or key messages for target audiences. Write down each message in a simple, specific statement. Elevator speeches should be brief, succinct, and presented in a way that is catchy and memorable. An ideal elevator speech is less than 6 lines or bullets.

Taking into consideration objectives and target audiences, identify the essential idea or set of ideas to communicate. Ask - What does the audience already know about this issue? What does the audience need to know? What do we want to tell the audience? Demonstrating a commitment to fulfill the audience’s need is a sure way to gain buy-in. A clear description of the benefits will help ensure that your message is received, understood and acted upon.

The following is an example of  elevator speeches prepared for the City of Tacoma’s 2025 Visioning and Strategic Plan steering committee, City Council and staff:





“Tacoma is one of the nation’s healthiest, safest, and most playful cities. We have daily access to stunning natural surroundings and a great quality of life. We recognize just how lucky we are, but we know we can make it better. Through a series of community events, stakeholder work sessions and online opportunities, the City of Tacoma invites you to engage in this visioning process and share your thoughts.  We have a unique, once in a lifetime opportunity to identify a shared vision for Tacoma’s future and take the steps needed to achieve it. What is your vision for Tacoma in 2025?”  Message platform examples are included in Appendix 7.  
[bookmark: Step_5_-_Communication_Strategy]
Step Five – Communication Strategy
There are many communication vehicles available from which to choose; the narrow options to the communication vehicles that:

· Fit with current resources
· Are the most effective to reach target audiences and include them with your message(s)
· Help achieve goals and deliver desired outcomes
Timing is another very important consideration when choosing communication vehicles. Communication plans may need a theme to tie them together. The theme line should be a short, punchy version of the main message and should be the link between all activities and materials. 

Organization is also critical to successful communications.  Make a “to-do” list of what needs to be done before the event/activity.  For example: 
· List all the highlights of the event that you would like to feature
· Prepare a distribution/mailing list
· Write new releases and schedule a date to distribute
· Respond to media inquiries generated by the news releases

If developing a long-range communications plan, build milestones to assist in tracking progress.
[bookmark: Step_6_-_Evaluation]
Step Six – Evaluation (Continuous Improvement)
Process evaluation and course correction are vital to the longevity and productivity of how services are delivered by the County. It also demonstrates a willingness to identify hiccups in the flow of a service, and a commitment to do better, which helps build credibility. There are a variety of formal techniques for measuring the results against objectives, such as readership surveys, attitude audits, and focus group sessions. 

Less formal assessments, such as media coverage and talking to clients are quick and efficient methods to gather feedback.  Was the information released to the public in a way that was creative, meaningful and effective?  The evaluation of the first plan should form the foundation of the next communications plan.

Director of Communications 
As it relates to building a strategic and credible communications system that meets the needs of Navajo’s uniquely diverse community, it is imperative to establish leadership and solely responsible for the County’s communications efforts and will employ communications strategies that promote County initiatives and provide public access to information. 

Currently this role is covered by the Community Services Director (a newly created position), which is structurally located within the County Attorney’s office, but executes a number of duties within the County Manager’s Office.  The varied capacities of the role include financial auditing, grant management, marketing/branding and special projects (such as the Leadership ICMA Capstone).  This this creates some confusion as it relates to the duties and authority of the position.  The title itself is misleading.  The ICMA Team sought clarification through a number of conversations to better understand the Community Services Director’s role. While the incumbent executive in this role is well able and capable to carry out assignments varying from auditing to communications and branding, the County Manager must clarify the purpose and function of this position (including the position title) in order to build credibility and move the needle concerning strategic communications. 

Recommendations for civic engagement in Navajo County
In addition to solidifying a key executive responsible for managing the development of an internal communications strategy and messaging for the entire organization, the ICMA Team recommends the following key focus areas in establishing a strategy for civic engagement:

Key Focus Areas
1. Establish community leadership network (3-5 individuals minimum)
a. These are visible and credible individuals in the County who have developed and maintain a strong and broad circle of influence. 
i. These will be your community collaborators and unofficial County spokespersons.
ii. Individuals on this team must express their commitment to promoting county communications. At times these positions may require some financial or in-kind support or sponsorship
b. Seek out individuals who represent all sectors of the County to participate in the network. 
c. Include at least two members between the ages of 16-24
2. [image: http://image.slidesharecdn.com/behaviours4collaboration-141212072756-conversion-gate01/95/behaviours4collaboration-2-638.jpg?cb=1418369437]Establish staff communications team
a. Select at least one employee from each operational area who possess strong communication skills, poise and a specialty within their area of work
b. Develop a communications calendar for all outreach efforts on policy, programs and events
i. May use a Gantt chart to assist with scheduling materials prep/design/communications

3. Develop a comprehensive civic engagement plan/process
a. Identify all community groups, associations, grassroots efforts and develop a directory of contacts
b. Establish a listserv and register each group to receive County communications
c. Identify all potential venues across the County that could  be used for engagement events

4. Promote diversity, equity and empowerment
a. True engagement seeks out the alternative perspective
b. Include students (k-12, post HS, college, post-graduate)
c. Focus on underserved areas and minority groups

5. Develop and implement a media training program for both internal and external teams

Other considerations:
· Maximize cable channel with standing/reoccurring news show on Navajo County to include the following:
· Develop a news show on the County with an “anchor”, special features and remote pieces
· Develop a concept for the Health Department, as they are one of the County’s most active departments in the community.
· Develop YouTube channel and upload a minimum of two short-story videos each month (two to eight minutes each)
· Partner with municipalities and other agencies to conduct joint outreach/engagement efforts
· Strengthen County’s branding 
· Hashtag campaigns at special events (#wearenavajo, #navajo) 
· Transform County programs and services using marketing strategies and call-to-action rallying in the community
· EXAMPLE: 
· City of Tacoma’s domestic violence program “COURAGE INITIATIVE”
· New York City’s nutrition and wellness program “Eat Well; Play Hard” 
· City of Wheat Ridge Code Enforcement service Traffic Safety, Life Quality, and Crime Reduction “TLC” for proactive code enforcement program
· ICMA’s “Life, Well Run” campaign initiative


	



RESET Strategy Managing Change
Implementation of the RESET Strategy will require the organization to execute several changes throughout the organization.  The following foundational elements to change management have been included to assist with the implementation strategies discussed earlier in this report:      
1. Awareness of the need for change:

Understanding why change is necessary is the first key aspect of successful change. This step explains the reasoning and thought that underlies a required change. Planned communication is essential. When this step is successfully completed, employees will fully understand why change is necessary.
2. Desire to participate in and support the change:

In this step employees are able to reach a point where they make a personal decision to support the change and participate in the change. Naturally a desire to support and be part of the change can only happen after full awareness of the need for change is established. Building desire is partly achieved by addressing incentives and creating a desire to be a part of the change.
3. [image: http://image.slidesharecdn.com/2015-01-27thenablingchangeneilwhite-150129052510-conversion-gate01/95/benefits-management-to-enable-change-tuesday-27th-january-2015-15-638.jpg?cb=1422509552]Knowledge on how to change:

The third building block of the model, providing knowledge about the change, can be achieved through normal training and education methods. Other methods of transferring knowledge, such as coaching, forums and mentoring, are equally useful, so don't limit this process to formal training. Two types of knowledge need to be addressed: knowledge on how to change (what to do during the transition) and knowledge on how to perform once the change is implemented. 
4. Ability to implement required skills and behaviors:

In this model Ability is understood to be the difference between theory and practice. Once knowledge on how to change is in place (theory) the practice, or actual performance, needs to be supported. This can take some time and can be achieved through practice, coaching and feedback.
5. Reinforcement to sustain the change:

This final stage of the model is an essential component in which efforts to sustain the change are emphasized. Ensuring that changes stay in place and that employees do not revert to old ways can be achieved through positive feedback, rewards, recognition, measuring performance and taking corrective actions.

This is often the part of change management that is most difficult. However, for successful change, reinforcement is essential to ensure that changes are maintained and new outcomes can be measured.











































RESET Strategy Timeline

The Leadership ICMA Team has developed the following recommended timeline for implementation of the RESET Strategy. 



The Leadership ICMA Team acknowledges that the above timeline is an aggressive one.  The sooner the County addresses the structural deficit in the General Fund and implements the RESET Tools, the sooner the County will be on a path towards financial sustainability.





RESET Strategy Other Recommendations

Partner with the Center for Priority Based Budgeting (CPBB)
The Leadership ICMA Team has put together a roadmap to financial sustainability for the County to use moving forward.  If the County does not believe the in-house resources are available to implement RESET Tool #1 (Prioritization & Resource Re-allocation), the ICMA Team recommends exploring a partnership with the Center for Priority Based Budgeting (CPBB) to complete this piece of the RESET Strategy.  This partnership would likely cost the County between $20,000 - $30,000.  The Leadership ICMA Team believes that the County is ready to take on this project.   The benefit of this partnership would be use of automated online tools, scoring process, and information which is beyond the scope and timeline of the ICMA Team.  If funding this work becomes an issue, the Leadership ICMA Team recommends exploring a partnership between Alliance for Innovation, the International City County Management Association and the Arizona Association of Counties to see if the project could be funded as part of a case study. For more information on CPBB visit: www.pbbcenter.org 
 
Performance Measurement
The ICMA Team recommends the County design a performance measurement framework in 2017.  The Team does not recommend implementing a framework in 2016.  The first step is the prioritization of programs and services.  The discussions that will develop from this process will be useful in the development of a performance management framework.  Managing a performance management program requires time and energy and it is recommended that the immediate focus be on identifying program priorities and ensuring resources are allocated accordingly.  

Compensation Study
It was brought to the ICMA Team’s attention that job descriptions are out of date and a market-driven compensation plan does not exist.  This is not uncommon as local government organizations are still recovering from “the Great Recession.”  The Leadership ICMA Team recommends that the County budget for a compensation plan to be conducted in 2017 or 2018.  The County has been in a transition period where temporary approaches to staff compensation have been used.  The County may need to continue to do this for a few or more years.  The purpose of budgeting for a compensation plan is two-fold: 1) commit to looking at staff compensation while knowing that the old/current system that is no longer in use is not fiscally feasible, 2) commit to developing a new approach to compensation that will be feasible moving forward for a three to five year period of time.

Recognizing that reductions are recommended in this report, the ICMA Team believes that an incentive program that would reward staff who assume additional responsibilities without reclassification or job title change.    

Financial Sustainability


Prioritization & Resource Re-allocation


Variance Exercise


Creation of a Contingency Fund


Review of New Programs


Reserve Policy


Revenue Enhancement


Legislative Action


Reductions




















October 2015 – The RESET Team will work with departments to develop and review the prioritization of their programs and services. 



November and/or December, 2015 – The RESET Team will work with departments to analyze prioritization.  


January 2016 – The RESET Team will determine what programs and services will be re-allocated in the development of the 2017 proposed County budget. 


February 2016 – The RESET Team will identify how much is needed in reductions (RESET Tool #2), begin work on the Variance Exercise (RESET Tool #3), begin work on creation of a Contingency Fund (RESET Tool #4), determine what if any new programs will be accepted (RESET Tool #5) and move forward with implementing an increased reserve level (RESET Tool #6).      








September 2015 – The RESET Team will lead a kick-off of the implementation of the RESET Tool #1: Prioritization & Resource Re-allocation.
















State Impacts to County Property Tax 

State Impacts 	New State Cost Shifts	Portion available to fund County programs	74.7	5.6	19.7	

FY 10 - FY 21 General Fund Revenues vs. Expenditures w/out transfers
Revenues	FY 10 Actual	FY 11 Actual	FY 12 Actual	FY 13 Actual	FY 14 Actual	FY 15 Est. 	FY 16 Prop.	FY 17 Proj.	FY 18 Proj.	FY 19 Proj.	FY 20 Proj.	FY 21 Proj.	30092420	31883424	30801527	31542050	33363851	33025932	31736450	32116176	32501207	32891628	33287524	33688982	Expenditures	FY 10 Actual	FY 11 Actual	FY 12 Actual	FY 13 Actual	FY 14 Actual	FY 15 Est. 	FY 16 Prop.	FY 17 Proj.	FY 18 Proj.	FY 19 Proj.	FY 20 Proj.	FY 21 Proj.	34033645	34454895	32224810	33652896	34441473	33741165	34014482	35094416	36212699	37371075	38571402	39815658	
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Revenues.

Property Taxes
County sales tax
Licenses and permits
Fines and forfeits
Intergovernmental
Charges for services
Investment earnings
Miscellaneous

Total Revenues

10 CE EE) EE) 1 s P16 CEd EE) EE) 20 P21
ACTUAL __ ACTUAL __ ACTUAL __ ACTUAL __ ACTUAL _ ESTIMATED PROPOSED PROJECTED _PROJECTED PROJECTED _PROJECTED _ PROJECTED
$6,397,385  $6,662,846 $7,032,899  $7,355796 $7,143,453 $7,705856 $7,785,039  $7,940,740  $8,099,555 $8,261,546  $8,426,777 $8,595,312
S0 S0 S0 S0 $6,667,433  $6,846,961 $6,900,000  $6,969,000  $7,038,690 $7,109,077  $7,180,168 $7,251,969
$454,494  $389,423  $338,492  $345,480  $409,837  $511,363  $415,459 $419,614 $423,810 428,048 $432,328 $436,652
$1,087,357  $938,951  $906,104  $900,873  $906,075  $836,785  $782,000  $785910 "  $789,840 " $793,789 " $797,758 " $801,746
$20,545,394 $21,783,499 $20,673,796 $21,251,426 $16,046,884 $15474,594 $14,258,960 $14,401,550 $14,545,565 $14,691,021 $14,837,931  $14,986,310
$1012,452  $1,177,783  $1,278,238 $1,283,142 $1,261,477 $1,152,890 $1,179,680 $1,182,033  $1,184,403 $1,186,772 $1,189,146  $1,191,524
$76,000  $56017  $38018  ($19,219)  $86,341  $28,518  $32550  $32,648 s32746  $:2804  $32,042 533,041
$519,338  $874,895  $533,980  $419,552  $842,081  $468,965  $382,762 $384,676 $386,599 $388,532 $390,475 $392,427
$30,002,420 $31,883,424 $30,801,527 $31,542,050 $33,363,581 $33,025932 $31,736,450 $32,116,176 $32,501,207 $32,891,628 $33,287,524  $33,688,982
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Total expenditures $34,033,645 $34,454,895 $32,224,810 $33,652,89 $34,441,473 $33,742,165 $30,014,482 $35,090,416 $36212,699 $37,371,075 $3857,402  $39,815,658
Excess (deficiency) of revenues over
expenditures (63,941,225) (§2,571,471) ($1,423,283) ($2,110,846) ($1,077,892)  ($716,233) ($2,278,032) ($2,978,241) ($3,711,492) ($4,479,447) ($5,283,877) _ (86,126,675)
Other financing sources (uses):
Capitallease agreements S0 302 s s s s S0 S0 S0 S0 S0 50
Sale of capital assets 595,036 $5,957 26329 $78863 89,213 $11,734 50 50 50 50 50 50
Transfersin $3,873,834  $2,913,600 $2,548,659 $2,494,875 $3,188,492 $3,247,491 $3,869,958  $1,800,000  $1,800,000  $1,800,000  $1,800,000 1,800,000
Transfers out (52,718,933) (51,562,480) ($1,210,584) ($1,065,638) ($1,818,557) ($1,572,387) (51,572,387) _($1,600,000) _(51,600,000) _($1,600,000) ($1,600,000) (51,600,000
Total other financing sources and uses. $1,249,937  $1,361,379  $1,364,404 $1,508,100 $1,459,148 $1,686,838 $2,297,571 $200,000 $200,000 $200,000 $200,000 $200,000
Net change in fund balances (52,691,288) ($1,210,092)  ($58,879)  ($602,746)  $38L,256  $970,605  $19,539 ($2,778,241) ($3,511,492) (34,279,447) ($5,083,.877)  ($5,926,675)
Fund Balances, July 15t $10,433,374 $7,742,086 $6,531,994 $6473,115 $5870369 $6,251,625 $7,222,230 7,241,769 $4,463,520  $952,037 ($3,327,410) _ ($8,411,287)
Fund Balances, June 30th $7,742,086 $6,531,994 $6473,115 $5.870,369 $6,25L,625 $7,222,230 7,241,769  $4,463,529 $952,037 _($3,327,410) ($8,411,287)  ($14,337,963)





image15.png
DISTRIBUTION OF 2014 TAX DOLI.AR





image16.jpg




image17.png
Program Attribute Question

Statement

Score

Mandated to Provide Program

Required by Federal or State
legislation

Reliance on the County to Provide
Program

County is the sole provider of
the service

Level of Demand for Program

Program experiencing an
increase in demand of 15% to
24%

Cost Recovery of Program

Fees generated cover 75% 0
100% of the cost to provide
the program

Economic Driver

Program generates new
revenue AND creates new

primary jobs

Intergovernmental Relations

Program is a multijurisdictional
partnership that has less than
29% expenditure by Navajo
County and is specifically fied to
the accomplishment of a
Strategic Plan goal

Total Score
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SimpIeScorlng Scale —

“Degree” of Relevance to a Result

4 = Program has an essential or critical
role in achieving Result

3 = Program has a strong influence on
achieving Result

2 = Program has some degree of influence
on achieving Result

1 = Program has minimal (but some)
influence on achieving Result

O = Program has no influence on achieving

Result

Center for Priority Based Budgeting
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FY 10 FY 11 FY12 FY13 FY1a FY15 FY 16 FY17 FY18 FY 19 FY 20 FY21

ACTUAL ACTUAL ACTUAL ACTUAL ACTUAL ESTIMATED PROPOSED  PROJECTED PROJECTED PROJECTED PROJECTED PROJECTED
Current Cashonhand  $3,658,981  $3,187,413  $3415725  $3,829,022  $4,056,578 $4,100,000 78D TBD TBD TBD 78D 78D
Current Investments $o $o $o EY EY EY EY EY EY EY EY EY
Total:  $3,658,981  $3,187,413  $3,415725  $3,829,022  $4,056,578 $4,100,000 EY EY EY $0 $0 $0

General Fund Expenditures  $34,033,645  $34,454,895  $32,224,810  $33,652,896 $34,441,473  $33,742,165 $34,014,482 $35,094,416 $36,212,699 $37,371,075 $38,571,402 $39,815,658
Average Monthly Expenditures  $2,836,137 $2,871,241 $2,685,401 $2,804,408 $2,870,123 $2,811,847  $2,834,540  $2,924,535  $3,017,725 $3,114,256  $3,214,283  $3,317,971
3 months operating  $8,508,411 $8,613,724  $8,056,203 $8,413,224  $8,610,368 $8435,541.25 $8,503,621 $8,773,604 $9,053,175 $9,342,769  $9,642,850  $9,953,914
6 months operating  $17,016,823  $17,227,448  $16,112,405  $16,826,448  $17,220,737 $16,871,082.50 $17,007,241 $17,547,208 $18,106,349 $18,685,537 $19,285,701 $19,907,829

Current 10 percent requirement  $3,403,365  $3,445,490  $3,222,481  $3,365290  $3,444,147  $3,374,217 $3,401,448 $3509442 $3,621,270 $3,737,107 $3,857,40 $3,981,566

Recommended Reserve Targets
17 percent of General Fund Expenditures  $5,785720  $5,857,332  $5478218  $5720,992  $5855050  $5736168 $5782,462 $5966,051 $6,156159 $6,353,083 $6557,138 $6,768,662
25 percent of General Fund Expenditures  $8,508,411  $8613,724  $8056,203  $8413,224  $8,610368  $8435541 $8,503,621 $8,773,604 $9,053,175 $5,342,769 $9,642,850 $9,953,914

35 percent of General Fund Expenditures  $11,911,776  $12,059,213  $11,278,684  $11,778,514  $12,054,516  $11,809,758 $11,905,069 $12,283,046 $12,674,445 $13,079,876 $13,499,991 $13,935,480
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“A primary task in taking a company
from good to great is to create a
culture wherein people have a

tremendous opportunity to be heard
and, ultimately, for the truth to be
heard.”
-Jim Collins
“Good to Great” (p.88)
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ADKAR Change Model

The ADKAR Model helps organisations understand change
from the position of both individuals and groups

Awareness * Understand the need for change
+ Understand nature of the change

- Support the change

Desire « Participate and engage
- How to change

Knowleds
gy « Implement new skills and behaviors

Ay + Implement the change

+ Demonstrate performance
Reinforcement J)  + Sustain the change

 Build a culture and competence around change
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