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SUBJECT:  

A MOTION acknowledging receipt of a report on the sustainability of the employment and education resources fund funding model as required by the 2013/2014 Biennial Budget Ordinance, Ordinance 17476, Section 105, Proviso P1, as amended.

SUMMARY:

Proposed Motion 2014-0300 (Attachment 1) acknowledges receipt of a report analyzing historical revenues, expenditures and performance for the employment and education resources (EER) fund, as required by the 2013/2014 Biennial Budget Ordinance 17476, Section 105, Proviso P1, as amended.

The transmitted report appears to respond to the requirements set forth in the proviso by providing historical summaries of revenues and expenditures for the EER program from 2005 to 2013, as well as contracts funded by the EER program during that period.  In addition, the transmitted report includes a summary list of outputs, performance measures, and outcomes for 2005 through 2013, and identifies outcomes and performance goals, including social justice and equity goals, for each program supported by the EER program.  Finally, the transmitted report analyzes and makes recommendations relating to the sustainability of the EER program over the next 5 years.

BACKGROUND:

The employment and education resources (EER) program (formerly known as the work training program) is in the Community Services Division of the Department of Community and Human Services (DCHS).  The EER program promotes self-reliance by focusing on employment and education services for youth and adults, which are provided through a combination of contracted services and services provided directly by King County employees.  Populations served by EER programs include youth who have dropped out of high school, youth in danger of dropping out of high school, criminal justice-involved youth and adults, homeless families, young parents with children, veterans and their families, and displaced workers.  

DCHS provides direct services under the EER program at two locations: WorkSource/YouthSource Renton[footnoteRef:1] and Learning Center North.  Contracted services are provided throughout King County. [1:  WorkSource/YouthSource Renton is the only full service one-stop center certified by the Workforce Development Council of Seattle-King County in the federal WorkSource system.] 


The 2 youth-focused programs supported by the EER program are the in-school program, which focuses on preventing youth who are in high school from dropping out, and the out-of-school program, which provides education and employment training to youth aged 16 to 21 who have dropped out of high school.  The 3 adult services programs supported by the EER program are the dislocated worker program, the King County Jobs Initiative (KCJI), which serves criminal-justice involved adults aged 18 and older, and WorkSource Renton.

ANALYSIS:

Revenues

A.  Federal revenues

The EER program is supported by a combination of federal, state, county, and philanthropic funding.  Despite the fact that federal funding has steadily decreased as a percentage of overall EER revenues between 2005 and 2013—declining from 79 percent of total EER revenues in 2005 to 38 percent of total EER revenues in 2013, federal funding has remained the largest revenue source for the EER program.  Of those federal funds, Workforce Investment Act (WIA) funds, which are provided to EER through a contract with the Workforce Development Council of Seattle-King County (WDC) to serve dislocated workers and youth, constituted the primary source of revenues for EER from 2005 through 2013.  

WIA funds are awarded in a manner that is inversely proportional to the health of a region’s economy.  Thus, when a region’s economy fares poorly, WIA funding increases, while WIA funding decreases when a region’s economy fares well.  The potential for large annual variations in WIA funding inherent in this formula is evident in the WIA funds provided to the EER program between 2005 and 2013.  WIA support for the EER program increased in 2009 over 2008 in response to the recession, while WIA funds fell off sharply in 2013 as King County’s economy recovered.  Overall, WIA funds to the EER program decreased from a total of approximately $9.5 million in 2005 to approximately $4.4 million in 2013, a 53.7 percent reduction. 

During that same time period, the EER program also received some targeted, time-limited revenues from other federal sources, including YouthBuild funds from the Department of Housing and Urban Development (HUD) and Brownfields Job Training funds from the Environmental Protection Agency (EPA), and indirectly, including through funds made available through the Washington State Department of Social and Health Services’ Learning/Employment/Achieving/Potential (LEAP) program..  

As Table 1 illustrates, overall federal funding to the EER program declined dramatically between 2005 and 2013, decreasing from $10.0 million in 2005 to just under $4.0 million in 2013, a 60 percent reduction.  In addition, federal funding varied greatly from year to year, increasing by nearly 35 percent in 2009 over 2008 in response to the recession, but decreasing by nearly 36 percent between 2012 and 2013 as King County’s economy improved. 

Table 1: Federal Funding to EER program
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In the future, given the countercyclical nature of the WIA funding formula and the fact that WIA funds comprise the largest portion of federal revenues to the EER program, federal revenues to the EER program are projected to continue declining as King County’s economy continues to improve. 
  
B.  County revenues

Revenues from the General Fund and the Children and Family Services fund constituted the second largest revenue source for the EER program between 2005 and 2013.  In 2005, General Fund and the Children and Family Services fund revenues totaled approximately $1.6 million, or 13 percent of the total EER budget, while in 2013 these sources equaled approximately $3.5 million, or 33 percent of the total EER budget.  Although the revenues received from the General Fund and the Children and Family Services fund increased from 2005 through 2013, the funds available for direct services provided under the EER program were reduced over that time period while pass-through funds increased. 

In 2005, over $1.6 million in General Fund and Children and Family Services revenues were made available for EER program direct services programs, while in 2013, that figure dropped to $861,113, a 47 percent reduction.  Thus, the funds made available for services provided directly by King County employees decreased from 100 percent of the General Fund and Children and Family Services Fund revenues in 2005 to 23 percent of those revenues in 2013.  The General Fund revenues received between 2005 and 2008 were predominantly used to supplement the operation of direct services for the youth in-school and out-of-school programs.  In 2009, with the incorporation of the King County Jobs Initiative into the EER program, and again in  2012 with the incorporation of the Youth and Family Services Association, the Juvenile Justice Initiative, and Gang Prevention/Avanza programs into the EER program, General Fund and Children and Family Services revenues were predominantly used to provide contracted services. 

Non-General Fund revenues, including the Mental Illness and Drug Dependency (MIDD) Fund, Veterans and Human Services Levy (VHSL), and King County Superior Court, represent another important revenue source for the EER program.  In 2005, these revenue sources totaled approximately $300,000, or 2 percent of the total EER budget, while in 2013, they exceeded $2.2 million, or 21 percent of the total EER budget.[footnoteRef:2]  The non-General Fund revenues are mostly restricted and targeted to specific purposes and contract programs. [2:  Approximately 44 percent ($871,912) the Veterans and Human Services Levy revenues received in 2013 are carry-forward funds from the first Levy that sunset in 2014.] 


C. State and Philanthropic Revenues

The EER program also received funding from state and philanthropic sources between 2005 and 2013.  State funding varied from year-to-year, increasing markedly in 2010 and 2011—presumably in response to the recession—before falling to 7 percent of total EER program revenues in 2013. In 2013, state funding included funding received from community colleges as well as state agencies for FairShare.[footnoteRef:3] [3:  Per the transmitted report, FairShare is the term used to describe the aggregate contribution from all of the partners at WorkSource Renton which essentially assists in paying for the overhead costs of the center. FairShare includes contribution to cost of space, supplies, staffing support, technology and access to center resources afforded through the partnership. Annual Individual Resource Sharing Agreements assign the amount of FairShare contribution to each partner based on the amount of seats they purchase. These dollars then roll into the FairShare account to assist in paying the overhead center costs at WorkSource Renton.  ] 


While philanthropic revenues never exceeded 1 percent of total EER program revenues from 2005 to 2013, the transmitted report indicates that those revenues often served as the seed money necessary to implement new approaches to service delivery or program design.

Expenditures

Between 2005 and 2013, the EER program had 6 main categories of expenditures: salaries, wages, and benefits, contracted services, central rates and overhead (excluding building lease payments), building lease payments, participant costs, and other operating costs (including office supplies, copier rentals, and telephones).  Since EER programs mostly provide direct services to King County residents, salaries, wages, and benefits have consistently been the largest expenditure category for the EER program.  In 2005, salaries, wages, and benefits totaled $7.4 million, or 58 percent of all EER program expenditures, while in 2013, that figure dropped to $4.4 million, or 39 percent of all EER program expenditures.  The reduction in expenditures on salaries, wages, and benefits between 2005 and 2013 is at least partially attributable to the decrease in full-time (FTE) staff.  In 2005, the EER program supported 103 FTEs, compared to 43 FTEs in 2013.

In recent years, contracted services became the second largest category of EER program expenditures.  In 2013, the EER program expended $3.5 million for all contracted services (including contracted services funded by the General Fund and the Children and Family Services Fund), or 31 percent of the EER budget.  Comparatively, in 2005, contracted services only accounted for $1.3 million of EER expenditures, or 11 percent of the total.  Much of the growth in recent years can be attributed to the incorporation of contracted service programs into the EER program, such as the incorporation of the King County Jobs Initiative (KCJI) into the EER program in 2009 and 4 youth programs—Youth and Family Services Association, the Juvenile Justice Initiative, and Gang Prevention/Avanza program—into the EER in 2012.

Central rates and overhead (excluding building lease payments) fluctuated annually between 2005 and 2013.  In 2013, at 12 percent of total EER program expenditures in 2013, central rates, Department, and Division overhead constituted the third largest category of EER program expenditures.  Based on additional information provided to Council staff by DCHS, in 2013, the central rates for information technology and departmental and division overhead costs accounted for 83 percent of all central rates and overhead expenditures.

Building lease payments have remained fairly constant as a percentage of all EER expenditures, increasing from 7 percent of expenditures in 2005 to 8 percent in 2013. In 2007, DCHS entered into a 10-year lease agreement for the WorkSource/YouthSource Renton building.  The lease terminates in May 2017.  According to DCHS, in recognition of the challenges to the EER program’s financial health, DCHS has explored options to reduce these building lease payments.  While DCHS has determined that the lease payments cannot be renegotiated, DCHS is seeking to reduce the burden of these lease payments in future years by subleasing space in the building.

The EER program’s final significant expenditure category is participant costs, which includes expenditures for trainings, General Education Diploma (GED) certifications, transportation, and other job-related expenses made on behalf of clients.  According to the transmitted report, these expenditures are generally required by EER program revenue contracts and are fully reimbursed by the funding source.  In 2005, expenditures for participant costs were $1.7 million, or 14 percent of all EER program expenditures, compared to 2013, when those expenditures fell to $846,116, or 7 percent of all EER program expenditures.

Outcomes and Performance Goals

The outcomes and performance goals for programs supported by the EER program are largely determined by funding source.  For contracted services, contractors are held accountable not only for outcomes and performance measurements set by the funding source (such as WIA), but also to the performance measurement reporting requirements of the Community Services Division of DCHS.  In 2013, the EER program managed 35 contracts for services to youth and adults.  Youth-focused contracted services in 2013 totaled more than $2.2 million and served over 10,800 clients, while adult-focused contracted services totaled more than $1.1 million and served over 525 clients.  

DCHS has also established outcome and performance goals for the direct services supported by the EER program.  For adults, the outcomes and goals include attaining a job and increasing earnings, while for youth, they include increasing basic skills and job-specific skills through education and employment. 

According to the transmitted report, the youth-focused programs (direct and contracted) consistently exceeded their performance goals both in terms of numbers served and percentage of achieved program outcomes, while adult-focused programs (direct and contracted) met performance goals in terms of numbers served and percentage of achieved program outcomes.

In addition, although the EER program has not historically had established equity and social justice goals, those goals are embedded in the programs supported by the EER program due to the client base and design of those programs.  For example, in the youth-focused programs, over 72 percent of the clients are of color and 80 percent are below poverty. 

EER program Sustainability and DCHS Recommendations

Due to the year-over-year fluctuation and downward trajectory of EER program revenues, as well as the increasing costs of providing direct services (particularly as a result of increased central rates and overhead costs), the sustainability of the EER program in its current form is unlikely.  Recognizing these challenges to the sustainability of the EER program, DCHS intends to pursue several short-term and long-term mitigation strategies.  The 3 major mitigation strategies DCHS intends to pursue are rightsizing of current programs and staffing levels, resource optimizations, and revenue generating activities.

A.  Rightsizing

For the 2015-2016 budget, DCHS proposes to reduce expenditures by taking advantage of the planned sunsetting of one program—the Aerospace Manufacturing Pilot Program—in 2014 and retirements to reduce staff positions.  In addition, if WIA funds are reduced in the 2015-2016 budget, DCHS plans to eliminate 1 position in the dislocated worker program.

B.  Resource Optimizations

In 2013, DCHS implemented a new information technology policy that limits staff to one workstation, either a laptop or desktop.  According to the transmitted report, the policy has resulted in savings to the EER program, which will be reflected in the 2015-2016 budget.  Additionally, DCHS is exploring subleasing opportunities (in other words, increasing FairShare revenues) at WorkSource/YouthSource Renton to mitigate the cost of the building lease payments, and seeking ways to reduce EER program overhead costs by carrying out an analysis of workspace in the Chinook Building that is occupied by staff who are based at WorkSource/YouthSource Renton.

C.  Revenue Generating Activities

To generate additional revenues for the EER program, DCHS intends to expand youth services at both Learning Center North and WorkSource/YouthSource Renton and expand the EER program’s existing revenue contract with Washington State Department of Social and Health Services’ Basic Food, Education and Training (BFET) program.  All three of these activities would generate additional revenues for the EER program with minimal increase in EER program expenditures.

At Learning Center North, beginning on September 22, 2014, the EER program will use existing resources to offer evening GED and college preparation classes.  The expansion will allow the EER program to not only serve more students, but also students who work full-time, as these classes are currently only offered during the day.  According to additional information provided to Council staff by DCHS, DCHS conservatively projects that this expansion will generate an additional $4,000 in revenues in 2014 and $20,000 in 2015.  Shoreline Community College is funding the costs of the expansion, meaning the expansion of services and revenue generated by the program will occur at no new costs to King County.  

DCHS also intends to leverage a one-time grant of $212,000 from United Way of King County to DCHS to expand services at YouthSource.  The funding will provide for a social services professional and basic skills instructor (via a contract with Renton Technical College), allowing the program to serve 40 additional youth each month beginning in September 2014.  DCHS projects that the expansion will generate approximately $100,000 in increased revenues in 2015.  The expansion of services will occur at no new cost to King County.

Finally, DCHS intends to expand the existing revenue contract the EER program has with BFET.  BFET is a federal program administered at the state level that provides support to individuals who receive food stamps but are not participating in the federal Temporary Assistance for Needy Families (TANF) program.  DCHS, through a contract with the state, currently provides employment and job search services to BFET-eligible individuals in the King County Jobs Initiative and the Homeless Employment Program.  As part of the BFET program, participants receive employment and training services that include funds for employment support, such as funding for work clothing, bus tickets, and exam or license fees.  DCHS is reimbursed through BFET for 50 percent of the funds expended on training and support services as well as administrative and contracted costs.  DCHS has requested approval from the state to expand this program into the King County Veterans Program (KCVP), with the goal of offsetting costs charged against KCVP and increasing revenue to the program. Based on the additional information provided to Council staff, DCHS has requested an increase in authority to draw revenue for the federal fiscal year beginning October 1, 2014, to $800,000, a 416% increase over projected 2014 reimbursements.

NEXT STEPS:

During the 2015-2016 budget deliberation process, Council staff will continue to monitor EER program revenues, expenditures, and outcome and performance measures.  The Council may also wish to consider including a proviso in the 2015-2016 budget requiring a report on DCHS’s implementation of the revenue generating and expenditure reduction activities described in the transmitted report.  Additionally, the Council may wish to consider requiring the Executive to determine whether data exists to track outcomes and performance measures of services supported by the EER program (including contracted services) by individual served over a period of time.

REASONABLENESS: 

The report on the sustainability of the employment and education resources fund funding model submitted by the Executive appears to meet the criteria set forth in the 2013/2014 Biennial Budget Ordinance 17476, Section 105, Proviso P1, as amended.  Analysis and data required by the proviso were provided.

Adoption of Proposed Motion 2014-0300 appears to be a reasonable action by the committee.

INVITED:
1. Adrienne Quinn, Director, Department of Community and Human Services 
2. Greg Ferlan, Director, Community Service Division, DCHS
3. Nancy Loverin, Manager, DCHS 

ATTACHMENTS:
1. Proposed Motion 2014-0300
2. Executive’s Transmittal letter
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2005 Actual  2006 Actual 2007 Actual 2008 Actual 2009 Actual 2010 Actual 2011 Actual 2012 Actual 2013 Actual 

Federal 

Revenues 10,017,195 $   7,917,235 $  6,040,382 $  5,148,484 $  6,941,759 $  5,516,249 $  6,527,844 $  6,219,843 $  3,985,223 $ 
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