 MEMORANDUM
QFFICE OF THE
COUNTY EXECUTIVE

COUNTY QF PLACER
TO: Honorable Board of Supervisors
FROM: Thomas M. Miller, Placer County Executive Officer

DATE: April 27, 2010
SUBJECT: Service Delivery Options

Actions Requested
a. Affirm Placer County's continued use of service delivery options and implementation of

process improvements and best business practices.

bh.  Authorize the Executive Officer, in cooperation with County departments, te evaluate
further practical use of service delivery options, and return to your Board with
implementation recommendations.

¢.  Direct the Facility Services Director to proceed with implementation of service delivery
options, based upon the new Dry Creek Park.

Background
At the February 23, 2010 Strategic Budget and Policy Briefing, the Executive Officer was

directed to return this fiscal year with concepts for long term structural changes for the delivery
of future county services, Currently, Placer County provides services through various delivery
means, however as a more methodological approach is considered, key interests are
important to incorporate:

Ensuring cost effective high quality services

Valuing existing empioyees

Maintaining flexibility to respond to service needs

Ensuring service delivery methods are sustainable

Recognizing benefits of competition for service delivery that is cooperative

As discussed with the Board of Supervisors (Board), budgetary constraints have hampered
Placer County for numerous years with declining resources resulting in reduction in some
service delivery levels and staffing. Proactive measures taken by the Board have mitigated
impacts: (1) transferring resources to service areas of increased work and priorities, (2)
containing workforce-related costs, (3) reducing one time and ongoing operating costs, and (4)
using reserves prudently over several years. Further, the Board has approved numerous
actions recommended through the Cost Saving Subcommittee Task Forces {o achieve
hundreds of thousands of deliars of additional savings annually.

While many of the cost saving and budget streamlining actions have helped, future budget
deficit concerns remain. Short term and long range fiscal/economic and workforce realities
confronting Placer County require action to ensure Placer County citizens will be provided with
high quality services while living within our means. Some of the factors are described:

Revenue decline factors
» QOperating revenues and resources avaiiable to the County have declined over the past two
years by approximately 14.6% and are projected to decline further during FY 2010-11.

e



Honorable Board of Supervisers
Aoril 27, 2010

Alternative Service Delivery
Page 2

« Economic recovery and associated revenue is expected to be slower than the decline, and
not expected to reach past levels in the near future.

« State and federal deficit problems are expected to adversely affect the county well into the
future.

Workforce reduction and other factors
¢ Active workforce nearing retirement age — While the County is fortunate to have
experienced, long term employees, the average age of the majonty of the workforce is
approximately 46 years {(excluding DSA represented employees). As a result, workforce
retirement eligibility {age 50 with 5 years of PERS service) is expected to grow substantially

» Other Post Employment Benefits — County retiree health and dental benefits, {otherwise
referred to as OPEB) liability is currently in excess of $200 million. This obligation is
expected to increase significantly in the short term as the County's workforce achieves
refirement age, parlicularly as new employees are hired behind those retiring. The liability
is measured point-in-time and, as a resuit, additions to the workforce will increase the
obligation.

+ Pension Benefits — The recent economic downturn has had a significant, adverse impact
on all governments’ pension portfolios. Currently Placer County pays approximately 22-
32% of every dollar of payroll toward its pension abligation. Due to the decline in CalPERS
investments, the County has been notified by that agency that it can expect to see
cumulative rate increases of up to 2% per year through the year 2015 in order to make up
for the recent investment losses.

These combined factors present challenges for funding and sustaining staffing levels and are
anticipated to result in workforce reductions. At the same time, in some areas such as public
health services, property tax assessment, and pubiic safety, there is increased public demand
for services. Further, there is a looming threat 10 local government resources from new state
and federal funding reductions. Establishing a framework for assessing how services can be
provided now and into the future is prudent and needs to be incorporated formally into our
business practice.

l. Service Delivery Concepts
Research suggests an effective approach for embarking on services evaluation includes:

+ Incorporating a broad and dynamic concept of governance with local government as
conveners, catalysts and brokers for service delivery through collaboration.  This involves
use of government workforce, other agencies, and contracting with private sector and
nonprofit providers to support highest output and maximum use of tax dollars as the geal.

» Recognizing service delivery selection moves beyond the market versus government
dichotemy and applies the benefits of competition to all sectors. All sectors public, private
and nonprofit are considered when analyzing the competitive market force.

» ldentification of services restructuring and process improvement which may be so material
tc cost savings and quality service delivery that evaluation of that implication is
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critical in assessing existing or alternative services cpportunities. Further, to maintain a
competitive edge for use of County workforce and resources within the County and as
outsourcing o other entities, internal efficiency is key.

1. Service Delivery Trends in Local Government

The majority of government agencies are faced with the same fiscal constraints found in
Flacer County.

« For decades, local governments have increasingly embraced new strategies for providing
cost effective delivery of services. Recent years have seen the use of many service
delivery models, primarily intergovernmental/interagency and private sector contracting,
often with very effective results.

= While use of private sector contract services has been a typical approach, data suggests
that counties use of for-profit privatization has remained relatively flat since 2002 with
some growth in intergovernmentat contracting during that same period.

Regardless of the mix of service delivery options used within jurisdictions, it is common that
service delivery choices fall within a range hookended by two appreaches: larger consolidated
government/agency system service delivery and local marketplace focus typically supported
through contracting that is predominately reactive to specific local community service interests.

I. Examples of Service Delivery Options

+« Privatization — Contracting service, whole program, or in part, to private far-profit or non
profit.

Privatization, primarily-for profit contracting, is fairly popular service delivery choice in many
jurisdictions. The Placer County Charter, Section 302(h) acknowledges this service delivery
option by providing authority to contract for services if it is more economical to do so.  While
contracting out is a credible option, staff emphasizes the importance of ensuring: (a) sound
contract development and management, (b} analysis of availability of services within the local
market, {c} performance based monitoring, and (d) input from users to measure service
satisfaction.

Many privatization efforts have failed when a public service provision was simply
substituied for a private one. Monitoring greatly enhances the likelihood of successful
contracting. Depending upon the compiexity, technically or politically, reports indicate that
monitoring for contract services can be 10-20% of the contract costs.

« Intergovernmental/Interagency — Multi governméntal/agency or bi lateral contracting or
agreements for services or investment of funds.

it is not unusual for jurisdictions and agencies to contract with each other for local services on
a joint or cooperative basis. This can be particularly attractive in times of economic downturn
to eliminate duplicative overhead costs and use existing resources. When implemented
during difficult economic times, jurisdictions must be particularly attentive to community
interest to engage in this approach over time, even after economic recovery.
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+ Reverse privatization - Services provided between County departments in heu of outside
contracting.

Placer County has a skilled workferce that can, and does, provide services by agreement to
each cther. This can be an efficient and effective option for sharing resources and maximizing
use of existing staff.

« Other — Literature does identify other modeis for providing local services that have varying
degrees of use. Government contracting its services to private for-profit or nonprofit entities
(referred to by some as governmental entrepreneurial}, is cne example. Efficient government
more readily lends itself to being a cost effective service provider.

V. Placer County - Existing Use of Service Delivery Options

While discussing greater institution of methodology for evaluating use of options, the extent
this 1s already occurring under the leadership of department heads must be acknowledged.
Attachment 1 provides more examples, but a few under the most common options are:

Privatization

» Facility Services contracts with Pride Industries for full service custodial service at the
County's Santucci Justice Center.

« Health and Human Services contracts with providers to perform specialized services such
as child abuse prevention and cutreach, transitienal housing for foster youth, and jail health
and mental health services.

» Administrative Services contracts for telecommunication cabling, Internet streaming videc
for Board of Supervisor meetings, antenna tower maintenance, and courier delivery
Services.

intergovernmental

+ Public Works provides transit services to Washoe County and the Cities of Loomis and
Rocklin.

¢ Health and Human Services receives revenue from several counties (Nevada, Yuba,
Sutter, Sierra, El Dorado) to provide required public health testing, Psychiatric Health
Facility beds, or Children's Shelter beds.

» Administrative Services has an agreement with the State of California Franchise Tax Board
for court-ordered debt coilection services.

+ Probation provides Juveniie Detention Facility beds to Calaveras County

Reverse Privatization
+« Community Development and Resource Agency engineering services to Public Works and
Facility Services and staffing for the mPower program.

V. Service Evaluation Approach
Evaluation of County services will arise in various ways, for example: through routine
organizational reviews; requests for resourcing such as contracts; and from loss of workforce,
particularly as attrition occurs. A typical assessment approach will include:
« FEvaluating the current service delivery system and alternative options in the context of:
c History, legal and regulatory framework
Vi
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o Policy implications
¢ Labor implications
< Cost and finance structure
o Sustainability of the service long term
« Fostering competition to all sectors

» |dentifying process improvement or restructuring epportunities

An Example of How the Service Approach Applies — New Dry Creek Park

Facility Services is overseeing the development of a new 18.6 acre community park in the Dry
Creek Community Plan Area, slated for construction in 2018/2011. Amenities include

soccer, softball and baseball fields, play areas, basketbali and volleyball courts, tennis courts,
restrooms, trails and other amenities. An assessment was conducted and is summarized:

» Aninital review and assessment of the regulatory framework, history, policy and labor
implications for this service was conducted.

« Using current service levels and model of County workforce, costs were quantified.

» Using the same service level criteria, two options were assessed; intergovernmental
contracting and privatization of specific maintenance tasks readily available in the local
business community. For privatization, collectively, tasks account for approximately 40%
of the required staff hours. For intergovernmental staff applied per-acre cost data which
was developed by consultants for wesiern Placer development projects parks
maintenance.

ESTIMATED DRY CREEK PARK MAINTENANCE COSTS BY OFTION

Existing Service | Intergovernmental Privatization
MOdE] {Average based on
o | censultant data) N
_Cost ) . $315,717 $278,414 $254.7C0
Labor as % of 80% 68% 8%
total ] L
Difference -$37.303 -$61.017

Recommendation

Staff recommends the Board approve the actions as requested with staff returning on a pericdic
basis to obtain authorization as needed for implementation.

Fiscal Impact:

The consideration of service delivery options use recognizes interest to have cost savings while
delivering quality services, Savings projections will be quantified as assessment of services
OCCUTS.

Attachment 1 - Placer County — Examples of Existing Use of Service Deiivery Options

P
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