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BEVERLY

HILLS ,

CITY OF BEVERLY HILLS

STAFF REPORT
Meeting Date: May 13, 2009
To: Honorable Mayor & City Council
From: Alison Maxwell, Director Economic Development and Marketing
Subject: Review of Beverly Hills Chamber of Commerce Economic

Development Division 2009-2010 Budget and Work Plan; and, a
presentation by the Chamber of Commerce for additional support
~ for general Chamber programs and services.

Attachments: A. Proposed Program for Chamber of Commerce Economic
Development Division
B. Comparison of Chamber rates against consuiting
practices.

INTRODUCTION

This item reviews the Beverly Hills Chamber of Commerce, Economic Development
Division 2009-2010 budget and work plan; and, includes a funding request by the
Chamber of Commerce for additional support for general Chamber programs and
services.

DISCUSSION

For many years, it has been the policy of the City Council to contract with the Beverly
Hills Chamber of Commerce through its Economic Development Division (EDD) for a
range of development functions that fall in to two broad categories:

» Business Retention
* Business Attraction

In 2004-2005 the City embarked on a three-year budget planning process with the
Chamber. This was in recognition of the need to provide an element of security to key
programs and assist with better long term planning.

In July 2007, the City Council approved a new three-year commitment to support these
programs and provide stable core funding.

In order to measure the success of the City's investment in Chamber programs, in early
2008, the City commissioned a Program Audit of the Chamber of Commerce to review
the programs and services provided to the City. The audit was presented to City Council
in August 2008. Overall, the Audit indicated that the activities outlined in the existing
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EDD (and CVB) work plan were all being performed; but also made a number of
recommendations for improvement. These included:

“Recommendation 7: The City contract for EDD services should minimize the overlap
with traditional Chamber activities;”

“Recommendation 8. The Cify confracts for [CVB and] EDD services should include
programs that support strategic priorities with associated program costs, defineating
whait is included,”

"Recommendation 9: As the strategic direction and assignment of responsibility
becomes clearer, any contracts between the Cily and any of its pariners should
delineate measureable performance outcomes, as contrasted with initiatives, associated
with the program.”

As such, City staff has worked with the Chamber to address these audit concerns and
create a program model that more clearly describes the projects and services provided,
tracks the costs related to those services, and introduces metrics to the program
formula.

In this the first year of a new model, the EDD work program has been fashioned to be
more responsive to City needs while retaining the flexibility to allow the Chamber EDD to
be agile in addressing issues and developing additional projects as they may arise
throughout the year.

The new model creates a “program budget,” in that it quantifies the total cost of a
program based on all of the time and materials needed to deliver the service. The
inclusive hourly rate developed provides for salary, benefits and all employer mandated
costs, along with Chamber overheads. This type of formula is more typical of that which
is used by contractors and consultants across a broad spectrum of industries. It should
be noted that in partnering with the Chamber the City is buying more flexibility than a
strict contracting agreement would typically allow. While the Chamber's annual work
plan has some fixed deliverables in it for programs such the New York outreach mission,
other programs are more reactive — such as outreaching to the business community on
specific issues as they arise. The new model allows flexibility but maintains
accountability.

The rates outlined in the work plan have been reviewed and compared against an
industry review of consultancy rates and some local private consultancy groups. The
Chamber hourly rate is much lower than some of the comparisons and comparable to
others. A chart is attached to show these comparisons. However, the purpose of this
analysis is not to make the EDD program charge the City by the hour, but to provide a
sound structure from which to analyze the cost of each program.

For the first time program metrics have been introduced into the work plan. Fiscal Year
2009-2010 will be a test year to establish measurement systems, set base line data, and
see how well these metrics inform the City. They will be evaluated and modified in future
years to improve how the Chamber monitors the effectiveness of its programs and
services.

As this is a brand new approach to the management and tracking of EDD programs, it
should be recognized that there will likely be several changes over the year as both the
Chamber and City learn to work within the new structure. As such, the attached work
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program hours and metrics are intended to be dynamic and will likely evolve over the
year.

2009-2010 Chamber EDD Program

The complete proposed program overview is attached to this staff report along with the
estimated costs and proposed program metrics.

The program is focused on a range of activities that seek to provide a platform for
engagement with the business community to help the City and Chamber stay informed
of business issues and how City policy and programs affect the business community:

» The New York Mission - this is a cornerstone of the retention and outreach
program, focusing on some of the City’s highest revenue producers and brand
leaders.

¢ Economic Development Council Luncheons - this program provides a popular
forum for information exchange on a number of critical topics, it is also a revenue
generator for the Chamber EDD program, providing close to 20% of its overall
budget.

¢ Business Associations and BIDs (Business Improvement Districts) — for 2009-
2010, the Chamber EDD is asked to undertake focused outreach to establish
interest in and viability of developing BIDs within the City as means to generate
more funding for district-specific programs. BIDs can take many years to
develop requiring a considerable level of grass roots support, so the Chamber is
being asked to develop a comprehensive 3 — 5 year strategy, outlining a project
plan and benchmarks and challenges for achievement.

The EDD program also focuses on business attraction to try and keep Beverly Hills front
of mind as expanding and emerging businesses look for new or additional locations.
Based on the research of the 2006 Economic Profile produced by the City, the focus for
business attraction is primarily on unique and luxury retail, hospitality and nightlife (for
the Triangie) and entertainment office. For 2009-2010 the City’s contract with the
Chamber EDD is to complete development of a City-wide business attraction plan
(substantially completed in 2008/09) and to take the lead in development and
implementation of the plan.

Review of 2004-2008 Core Funding

Core funding refers to the annual funding committed to support core programs and
projects. On occasion, the City has contracted for certain specific projects such as hiring
a consultant to undertake a particular study — these amounts are not added to the core
and funding ends upon completion of the consuitant or other task. Such funds are
typically passed through and do not include overhead.

Chamber Economic Development Division — Core Funding

2004 - 2005 | $380,000

2005 - 2006 | $389,000

2006 - 2007 | $402,615

2007- 2008 | $426,772

2008- 2009 | $444,673

2009- 2010 | $400,000 | Proposed: 10% reduction to reflect City
budget reduction in Business Development
Program of 18%
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Funding for the Chamber EDD program comes from the general fund program “01-
10313 Business Development:” For 2009-2010, the Business Development program
account is presented in the Policy and Management budget with an overall 18%
reduction. However, to protect the Chamber EDD program at a level still able to provide
a full range of services, it is recommended that the Chamber EDD contract only be
reduced by 10% as indicated above.

City Business Development Program (General

Fund)

2007-2008 $506,736

2008-2009 $506,736

2009-2010 $415,524 18% reduction proposed in P&M

budget presentation. This is part
of the overall $10.7 million
reduction from non public safety
programs approved by Council.

Beverly Hills Chamber of Commerce Additional Funding Reguest

Until this fiscal year, the Chamber of Commerce housed two City-funded programs; the
EDD, which is the subject of this report and the Conference and Visitors Bureau (CVB).
City Council directed that the CVB separate from the Chamber of Commerce, in order to
establish an independent visitor marketing organization that Council expects to be more
nimble and be more focused on effective delivery of its marketing mission.

In separating the CVB, the Chamber has indicated that it will lose approximately
$457,000 in core revenue. These funds were paid by the CVB in the form of direct
services and overheads provided by the Chamber. With the absence of the CVB, the
Chamber has stated that on its own it cannot make up this revenue gap, which will result
in severe cuts in programs and service to the City and the business community.

The Chamber has asserted that if it loses this level of revenue, not only will its own core
programs suffer, it will not be able to retain the support staff and services needed to
provide the City contracted Economic Development programs. Consequently, the City
will lose a vital link to and good will of a significant element of the business community.

The Chamber of Commerce has undertaken a full assessment of the funding gap and
will be making a presentation to the City Council to outline its request for City financial
support to accommodate the loss of the CVB.

COUNCIL COMMITTEE REVIEW

The Beverly Hills Chamber of Commerce EDD and additional funding proposals for
2009-2010 is scheduled to be discussed at the Council Commiitee meeting for the
Chamber of Commerce on May 11, 2009. As such, a summary of that meeting is not
included in this report and any Committee recommendations or observations will be
made orally at the City Council meeting. The Council Committee for the Chamber of
Commerce is comprised of Council Member Brien and Council Member Brucker.
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FISCAL IMPACT

Funding for the Chamber EDD program in the amount of $400,000 has been budgeted
from the General Fund in the 2009-2010 Business Development program 01-101313.

if the City chooses to support the Chamber’s additional funding request in the amount of
$457,000, it would need to assess one of several options:

+ Utilize the City reserve to fund this program
o Utilize the City budget contingency in Fund 50
¢ Implement cuts in other City programs and transfer those savings to this program
+ Generate additional revenues to fund the program
RECOMMENDATION

Staff recommends that Council:

1. Approve the work program and budget outline for the Chamber EDD as attached
to this document; and provide Chamber EDD and City staff flexibility to modify
hours and tasks within the work program;

2. Direct staff to work with the City attorney’s office to develop an agreement for
core funding in the amount of $400,000; and, to return to City Council on the
Consent Agenda for formal approval of such an agreement.

3. Provide staff with direction regarding the Chamber of Commerce additional
funding request.

Mahdi £ !uzrl Assistant City Manager Alison Maxwell, Director Economic
— tainability Development and Marketing

Approved By
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Partner/Principal (Comparison to CEQ)
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Rate Comparison

CBH - City Council Study Session 05/13/2669

Senior Project Manager (Comparison to EDD Director)
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