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STAFF REPORT
SUBJECT:
A BRIEFING on the 2005 King County adopted budget proviso requiring an operational master plan for the Department of Public Health. 

BRIEFING:
In the 2005 Adopted King County budget, the King County Council included provisos on the appropriations of both the Office of Management & Budget and the Department of Public Health that require executive, council and department of public health staff to work collaboratively on a Public Health Operational Master Plan (PH OMP).  The text of the proviso appears in Attachment 1 to this staff report.  This briefing explains the objectives of and motivation for conducting a PH OMP and reviews the requirements of the proviso.  This briefing was also presented to the Board of Health at their March 18 meeting.
Objective
The ultimate objective of the PH OMP is to develop a sustainable operational and financing model for the provision of essential public health services to all citizens of King County.

Motivation
A PH OMP is necessitated by funding challenges which have and will continue to face Public Health for the foreseeable future.  The funding challenge arises from a combination of limited or declining revenues, increasing costs of existing public health services, and increasing public health needs/mandates.
The 2005 Public Health Fund appropriation totals $184 million. In addition, the Public Health Department manages appropriations for Emergency Medical Services and Jail Health that are currently planned and funded separately from basic public health services.  These Public Health Fund expenditures are supported by significant contributions from the County’s and the City of Seattle’s general funds, State funds, and a variety of federal sources (as well as some private foundation grants).  Over the past decade, Public Health has faced reductions or limitations from these funding sources, with the reductions becoming more dramatic in recent years.  Moreover, reductions in funding from these sources are likely to continue in coming years.
Prior to 1994, cities and counties shared financial responsibility for provision of public health services.  In King County, the Public Health Department was organized jointly between the County and the City of Seattle and received financial contributions from the suburban cities in the County.  In 1993, the State legislature made changes that eliminated cities from responsibility for funding public health.  The City of Seattle continued to contribute to the financing of the Department, however, the suburban cities ended their financial contributions at that time.  The State legislature subsequently authorized a motor vehicle excise tax (MVET) with part of the revenues from that tax dedicated to public health services.  However, this revenue source raised about $10 million annually for the Seattle/King County Public Health Department, replacing less than what had been contributed by the suburban cities.  The County and City were unable to fully fill the remaining loss in funding from the suburban cities, but did realign funding to ensure that critical services continued to be provided.
In 1999, the voters of the State passed Initiative 695, which eliminated the MVET.  Although the courts ultimately found the initiative to be unconstitutional, the State legislature repealed the MVET, resulting in an estimated $1.7 billion loss in state revenues over the 2001-2003 biennium.  The State did backfill the loss of MVET revenue distributions to local governments with contributions from the State’s General Fund.  However, these contributions only partially covered the loss of MVET revenues that had supported Seattle/King County Public Health.
Since that time the State, County and City have faced significant budget crises in their general funds and these budget problems will continue for the foreseeable future.  Some of the factors creating these budget crises include property tax and other revenue limiting initiatives, an absolute reduction in sales tax revenues caused by economic downturn in the region, and double-digit percentage increases in the cost of employee health care benefits.  While sales tax revenues finally appear to be recovering, other factors will continue to hamper local governments’ ability to fully finance public health needs out of existing resources for the foreseeable future.  The size of these budget problems is significant.  The State faces a $1.4 billion gap between existing revenue sources and funding needed for current service levels over the next biennium (about 6% of the General Fund biennial budget), after having suffered similar sized deficits over the past several budget cycles.  The County’s $539 million General Fund has faced shortfalls totaling over $100 million since 2002 and faces shortfalls of over $10 million annually for the foreseeable future.
In 2000, the Seattle City Council undertook a review of public health funding and determined that the City’s contributions to the Department of Public Health were subsidizing services across the County for which the City had no mandated financial responsibility.  As a result, the City has gradually been reducing its financial support of the Department of Public Health from nearly $15 million in 2002 to $9 million in 2005.  The City is now funding only specific health services that meet human services needs in the City of Seattle.  The County, likewise suffering from its own budget problems, has not been able to fully make up for the loss of City funding.  The County’s Current Expense Fund contribution to the Department of Public Health has fallen from nearly $15 million in 2000 to about $13.5 million in 2005.
The Department of Public Health also relies heavily on federal sources of revenue.  Federal income tax cuts and military spending may begin to impact the availability of federal dollars for local programs, including public health needs.  For example, in recent months serious proposals have surfaced to decrease Medicaid funding and funding for AIDS care and prevention.
In addition to declining or limited revenues, the cost of providing the same level of public health services increases every year.  Such cost increases are due to the rising cost of retaining quality staff who deliver services and double-digit increases in the cost of providing benefits to employees.  Moreover, the scope of public health needs in the region is also increasing with, for example, more mandates from the federal government with regard to bioterrorism preparedness and new communicable disease risks.
Limited or declining revenues, increasing costs of providing services, and new service demands will continue to impact the Department of Public Health well into the future.  Without further examination and change, this will require fewer and decreased levels of public health services in King County.
What will an Operational Master Plan Achieve?
A well-conducted Public Health Operational Master Plan will allow the Department to face future funding challenges strategically and rationally.  The process to complete the OMP will involve a detailed review and understanding of public health needs and the role, responsibilities, and financing of Public Health, a review of best practices for similarly-sized public health departments, and a forecasted look into future needs, financing, and operations.  Ideally, this process will result in a commonly-agreed upon policy framework for the provision of public health services in the region (including guidelines on what services, how and by whom they should be delivered), recommendations for better, more cost effective ways for the County to meet the public health responsibilities in the region, and options for financing those responsibilities.
Examples of Other Operational Master Plans & Program Reviews
Funding challenges in the County’s General Fund have prompted a review of all other major programs areas including the juvenile and adult criminal justice systems, the parks system, human services, and general government and administrative services.
· The Juvenile Justice Operational Master Plan (JJOMP) and the Adult Justice Operational Master Plan (AJOMP) were undertaken in part due to funding challenges in those systems and the need to avoid additional large capital costs that would have been necessitated in order to accommodate quickly rising jail populations.  The JJOMP and the AJOMP processes resulted in broad policy frameworks adopted by the Council that set-forth priorities and guidelines for the criminal justice system.  JJOMP and AJOMP then brought together all divisions acting within the criminal justice system to develop system-wide operational changes consistent with this policy framework.  The framework and the operational changes have resulted not only in tens of millions of dollars of annual budget savings but also better outcomes for individuals and the community than were previously achieved.  Absent these operational master planning efforts, the divisions within the criminal justice system would have faced across the board budget cuts that would have dramatically impacted the ability of the system to maintain public safety.
· The Metropolitan Parks Task Force brought together a wide variety of stakeholders to review King County’s parks and open space programs and make recommendations on how the region should own, operate, and fund those resources, given the County’s General Fund budget crisis.  Subsequent to the work of the Task Force, the voters passed a dedicated property tax levy for the County to operate regional and rural parks.  The County transferred responsibility for most urban parks and pools to cities.  In addition, the County’s Parks Division underwent a fundamental restructuring and instituted new, entrepreneurial business practices in order to raise additional revenues.

· The Council adopted Human Services Framework Policies to guide funding decisions for human services.  These policies define the county’s regional and local service roles and responsibilities and give priority to services that help the county meet its criminal justice mandates by reducing involvement in crime and the justice system.  With this framework, the county has thus far been able to maintain the core services most critical to the functioning of regional and local systems and to take advantage of the opportunity to invest some of the savings from criminal justice system improvements in human services that have proven effective in further reducing demands on the criminal justice system.   The Council’s Regional Policy Committee and the Executive Task Force on Regional Human Services are now working to develop a blueprint for the sustainable provision of services to meet these needs, including financing options.

· The Council, Executive, and arts community collaborated to restructure the provision of arts and cultural programs by creating a public development authority.  The Cultural Development Authority has more flexibility in raising revenues and implementing new initiatives that allow it to operate independently of support from the County’s General Fund.
· General government and administrative functions have undergone significant changes.  The Executive undertook a major reorganization of County administrative services in 2001 that consolidated several departments.  The Budget Advisory Task Force and the Commission on Governance thoroughly reviewed the County’s General Fund budget difficulties and made several recommendations that are now being implemented including a major initiative to speed annexation of urban unincorporated areas, money saving investments in and consolidation of information technologies, and consolidation of leased space and improved property management.
Keys to Success
In order to be successful, an OMP must begin by ensuring that leadership and staff  have a common understanding and commitment to the goals and objectives.  A staff team must be dedicated to working together collaboratively and must be held accountable to a commonly agreed upon project plan and timelines.  Frequent communication must be established among not only the project team and leadership, but also with other stakeholders and community interests so there is shared understanding of the problem being confronted, the goals and objectives, and progress.

How will the Public Health Operational Master Plan be Conducted?
The proviso provides broad guidance on how the PH OMP shall be conducted.  It anticipates two phases to the work program.  Phase I will define a policy framework for the county to meet its public health responsibilities.  The policy framework will take into account public health federal and state mandates and policies as well as an assessment of the specific public health needs particular to this region.  The policy framework shall be reviewed and approved by the Board of Health and the King County Council.
Phase II will develop operational and financing recommendations for implementing the policy framework.  Phase II will include a review current public health operations, a comparison of those operations against performance measures and best practices of other metropolitan public health departments, development of alternative operational mechanisms, and funding strategies.  These operational and financing mechanisms will be approved by the King County Council, with input from the Board of Health.
Staff from the executive’s Office of Management & Budget, the King County Council, and the Department of Public Health are working together in defining the work plan for both phases of the PH OMP.  The work plan will include a scope of work, timeline, budget, and criteria for selection of expert consultants.  It is anticipated that the workplan will be transmitted and presented to the Board of Health at its April 15 meeting and will appear in the LJHS Committee in late April or early May.  The work plan is to be approved by both the Board of Health and the Council.
The Office of Management & Budget has dedicated one senior level policy analyst to staffing the PH OMP.  In its 2005 budget review process, the King County Council also decided to dedicate at least a half-time position to staffing the PH OMP.  These two positions will work closely with several staff from the Department of Public Health and will present reports and guide discussion of the OMP at the Board of Health and with the Council.
While timelines have yet to be determined and are subject to change as the project progresses, one can expect that Phase I will be conducted over the course of 2005 and Phase II will consume most of the following year.
INVITED:
· Toni Rezab, Senior Policy Analyst, Office of Management & Budget

· Kathy Uhlorn, Chief Financial Officer, Department of Public Health and staff to the Board of Health

· Sarah Hopkins, Special Projects Manager, Department of Public Health

ATTACHMENTS:
1. 2005 Adopted Budget Proviso

Attachment 1
Excerpt from Ordinance 15083:  King County 2005 Adopted Budget

Section 14, Office of Management & Budget, Lines 344-373

Section 79, Public Health, Lines 1016-1043

By March 31, 2005, the office of management and budget, in collaboration with the department of public health and staff of the council and the board of health, shall submit to the board of health and the council for their review and approval, a detailed work plan for an operational master plan for public health.


The operational master plan shall have two phases.  Phase I of the operational master plan shall provide a policy framework for meeting the county's public health responsibilities.  It shall include a review of public health mandates, needs, policies and goals and recommend the adoption of comprehensive public health policies to guide future budgetary and operational strategies developed in phase II of the operational master plan.  Phase II shall: (1) review the department of public health's functions and operations; (2) evaluate service delivery alternatives for meeting the public health needs of the community as effectively and efficiently as possible; and (3) develop recommended implementation and funding strategies.  Phase I of the operational master plan shall be reviewed and approved by the board of health by resolution and the county council by motion.  Phase II of the operational master plan shall be reviewed and approved by the council by motion with input from the board of health.  


The work plan for the public health operational master plan shall include a scope of work, tasks, schedule, milestones and the budget and selection criteria for expert consultant assistance.  In addition, the work plan shall also include proposals for:  (1) an oversight group to guide development of the plan that shall include executive, council and board of health representation; (2) a coordinated staff group to support plan development; and (3) methods for involving funding and service provision partners and other experts in public health in the development of the operational master plan.


The work plan for the public health operational master plan must be filed in the form of 16 copies with the clerk of the council, who will retain the original and will forward copies to each councilmember, to the chair of the board of health and to the lead staff of the law, justice and human services committee or its successor.
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