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INTENT OF THE PROJECT/PROGRAM/SERVICE
The vision of the City of San José’s Parks, Recreation and Neighborhood Services Department (PRNS) is to be a national leader in cultivating healthy communities through quality programs and dynamic public spaces.  We envision a reality where all San José residents view parks and community centers as valued and cherished places and experiences.  PRNS realized the need to develop a financially sustainable approach to delivering services if it is to realize its vision as well as fulfill its mission to build healthy communities through people, parks and programs. 

PRNS offers a wide range of facilities, programs and services including parks, aquatic programs, recreation classes, senior services, sports leagues, youth intervention programs, graffiti abatement and volunteer services. PRNS collects a variety of fees for programs and services but is primarily supported by the City of San José’s General Fund. 

Traditionally, the City of San José has heavily subsidized prices and kept fees low to accommodate the percentage of customers that could not afford higher rates. For example, the fee for youth groups to reserve one sport field is $2 per hour per team. Under this scenario a typical two hour game, with two teams, would net the city a total of eight dollars. The unintended consequence of these below-market user fees is that PRNS is not able to consistently balance the demand for quality programs with available resources.

The Department has experienced budget reductions for the past eight years while at the same time experiencing increased infrastructure responsibilities and an increased public demand for services. PRNS has implemented numerous budget strategies and developed community and program partnerships to minimize the impact of budget reductions while maximizing program efficiencies.  However, these strategies are insufficient to address the fiscal challenges, particularly in the current economic crisis.  

To address this current reality, PRNS initiated a five-year Pricing and Revenue Plan whose objectives include new pricing strategies as a necessary complement to tax revenues to provide and sustain quality parks and recreation experiences.  Also, in keeping with the City Council’s Fees and Charges direction to assure public access to services, the Pricing and Revenue Plan objectives include the standardization of a PRNS Scholarship Program that will provide for reduced pricing for those who qualify based on low-income eligibility standards.

To facilitate the desired shift in culture and fiscal orientation, a Pricing and Revenue Policy was adopted by the City of San Jose Mayor and Council.   The Pricing and Revenue Policy is a mechanism for allocating the use of public funds, creating a financially sustainable approach for recreational services and facilities, maximizing the use of programs and facilities and ensuring affordable access to programs and services.  The Policy allows elected officials, users, staff and general taxpayers to better understand the philosophy behind the pricing of programs and services.  The Pricing and Revenue Plan presents a set of tools for determining service pricing based on the level of desired cost recovery for each core program category and the level of benefit received by the user.  
In the baseline year of this project, the City of San José’s Parks, Recreation and Neighborhood Services Department (PRNS) recovered approximately 10% of it’s annual budget through user fees and charges.  A survey of large municipal Parks and Recreation Department revealed common cost recovery percentages between 25% and 40%.  The City of San José has established a five year goal to bring PRNS in alignment with those benchmark agencies in terms of cost recovery.  This transformation toward a more financially sustainable pricing and revenue model will contribute to the citywide structural budget deficit and enable the municipality to preserve, and in some cases enhance, existing services.  
ANTICIPATED AND ACTUAL OUTCOMES 
Project Goals: 

· To build a service delivery model that is financially sustainable

· To preserve and enhance PRNS core services - providing value to users 

· To assist in reducing the citywide structural budget deficit 
· 5 year departmental cost recovery of 40% (on a 10% baseline) 
Project Outcomes to Date: (Results) 

· Service delivery model that is financially sustainable
· Adoption of a Pricing and Revenue Policy

· Mayor and Council support and direction to increase cost recovery 

· Significant cultural shift in the organization toward financial sustainability

· Enhance PRNS core services - providing value to users 
· Increased revenue projects reduced service eliminations in last budget cycle

· To assist in reducing the citywide structural budget deficit 
· Achieved nearly half of fiscal year revenue increase ($1.2M)  projected in first three months of the year
COSTS 
The City of San José Department of Parks, Recreation and Neighborhood Services (PRNS) sought and obtained a qualified expert to assist in the development of a pricing philosophy, revenue enhancement and organizational implementation plan.  Through and Request for Proposal process the City of San Jose secured the services of Pros Consulting, and principle Leon Younger specifically, to assist in the development of the plan.  The cost for this service was approximately $200,000.  Additional costs in terms of staffing have not be calculated.  
IDENTIFY INNOVATIVE CHARACTERISTICS
· Extensive outreach and discussion with the Mayor and Council throughout the planning phase of the project to ensure success.
· Outreach to community and user groups throughout the development of the plan, garnering stakeholder support for the policy and shift to financial sustainability. 

OBSTACLES
· A history of social service orientation within the community and the elected body. 

· A strong social service orientation (services should be free mindset) among employees and some community members. 
OTHER – ADDITIONAL INFORMATION 
The Pricing and Revenue Policy includes a number of created income strategies that also assist the general fund, yet are not derived from pricing of services.   Some of the key created income strategies the department employs include grants, sponsorships, public and private partnerships and private gifts/donations.  The department has a strong track record in some of these areas and will also integrated key examples from those experiences into the presentation.  
Presentation Components 
1.   Innovation/Creativity
· The shift to a stronger business orientation has empowered the staff to focus on what they can change, instead of what they cannot.  A multi-year practice of service and personnel reductions, combined with infrastructure increases, had created sense of hopelessness prior to this effort.  

· Simultaneous to this process the department implemented an online registration tool (purchased from The Active Network).   
· The online registration component has assisted the organization in providing better revenue data, market trends, etc.  

· A private consultant was used, Pros Consulting.
· The consultant provided a language and framework for evaluating services. 

PRO’s Consulting

ATTN:  Leon Younger

201 S. Capitol Ave. Suite 505

                      Indianapolis, IN 46225
2.   Citizen Outcomes
· In the last budget cycle, the department was able to maintain $1.2M in service through forecast increases in revenues.   It is anticipated this cycle will continue over the next five years.  
3.   Applicable Results and Real World Practicality
· Tools from the project can be utilized to evaluate services, and are not limited Parks and Recreation departments.  
· Tools Samples:

· Identification of the Level of Benefit a Customer Receives:

· To maximize the distribution of available resources to the greatest number of residents, prioritization of the subsidization and funding of programs is utilized. To determine the percentage of subsidy allocated, Public, Merit and Private categories are used to identify the level of community/public or individual/private benefit a user receives.
· Cost of Service
· A method of collecting cost of service data to determine the actual cost per unit of specific services, including direct and indirect costs. Direct costs are exclusively attributed to a program or service and can include salaries for staff directly providing the service, supplies and materials. Indirect costs are attributed to more than one program and can include supervisor salaries, maintenance, utilities, leases, equipment replacement, and technology.

· Cost Recovery Goals 
· A process to set targets for the recovery of program costs through the collection of user fees. Targets are expressed as the percentage of the overall program budget intends to recover. Cost recovery goals will align with public, merit and private service categories and reflect the level of community/public and individual/private benefit received. Cost recovery goals are reviewed annually with consideration of the City’s overall operating budget and adopted by the elected body. 
· Outreach and Engagement 

· During this process extensive outreach was conducted with Elected Officials, Community Members and Staff.  The techniques that were employed and will be shared in the case study presentation.  
4.   Case Study Presentation
· The case study will be guided by a power point presentation, with embedded video to highlight key components of the process.  Each attendee will be provided with a CD containing policy documents, cost of service examples, and other tools relevant to the project.  In addition, a structured activity will be facilitated to allow participants a chance to practice the use of the tools.  In addition, participants will be queried throughout the presentation to share their experiences.    
