

















In instances like these, tax increases are difficult to pass on to already
overburdened taxpayers, and likely wouldn’t produce the kind of revenue
required to prevent a deficit anyway. It is at this point that the alternative
budgeting process is put into action.

In the business world, Because it generally calls for implementing
companies routinely across the board cuts, alternative budgeting
monitor the product lines ends up protecting the poorer performing

and services they provide programs and services at the expense of cutting
to their customers. the successful ones. This approach runs counter
Unpopular and less to the way most entities in the private sector
profitable products and handle their finances.

services are improved or

abandoned, allowing the While government does not exist to turn a profit,
company to concentrate it is just as important to conduct these same

on those that produce types of performance tests on the programs and
the most revenue and services it provides to protect the limited amount
earn the greatest profits. of financial resources it has to operate with. If a
Without this approach, a government does not spend its money wisely, it
company would not stay will not have enough money to accomplish its

in business very long. goals.

By utilizing a practice known as Performance Based Budgeting (PBB),
government sets spending priorities and measurable goals that can help
determine whether it is getting the most value for the dollars spent.

Unlike baseline budgets which are formulated based on prior year spending,
performance based budgets begin at zero. Each department must evaluate its
programs and services for effectiveness and efficiency. By following this
method, well-run departments and programs are continued while failing ones
are singled out for improvement or elimination.

Eliminating the structural deficit is a critical step in returning Milwaukee County

Government to financial solvency. To do this, there are two primary actions that
need to be taken as soon as possible.
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/ For a quick example of how\

Performance Based Budgeting
could help Milwaukee County,
let’s take a look at neighborhood
swimming pools.

We have established a policy in
Milwaukee County to offer
swimming facilities to our

citizens. This is a very good
policy as it enhances the quality
of life in our community.

But, with attendance at some
pools declining and an overall
shortage of revenue, the parks
department has been forced to
make across the board cuts in
all swimming pool operations.
As a result, higher utilized and
better performing swimming
pools are forced to endure cuts
to prop up underutilized and
failing swimming pools for no

First, we should convert our current
budget practice to a Performance Based
Budgeting (PBB) process. PBB would
require the County to set specific
objectives it expects to achieve from
departments. By devising a uniform set
of standards for measuring the success
or failure in meeting those objectives,
departments are held more accountable
for the money they spend. As a result,
efficiency is maximized and
departments need to prove a high value
of return for every dollar spent.

Because PBB is a much more detail
oriented form of budgeting, it will
require a phased-in approach over a
number of years. A task force made up
of staff from both the Executive and
Legislative branches should be put in
place to closely monitor the process to
ensure a smooth transformation.

The second critical action needed to
eliminate our structural deficit deals

other reason than “that’s the with the order in which the budget is
uay we have always done it.J assembled. We should prepare each
budget by first determining the
projected revenue and then building the spending based on that number.

Common sense tells us in our own personal lives that we cannot spend more
money than we earn. Government should abide by this same basic principle.
This philosophy in and of itself will not guarantee that taxes will never go up.

But it will force the action of increasing taxes to be a last resort, only after all
other options have been exhausted.
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FRINGE BENEFITS

In 2010, the County will spend nearly $200 million on employee benefits, which
already devour 76% percent of this year’s $264 million property tax levy. By
2014, fringe benefit costs are projected to increase to $300 million and will
consume one out of every five dollars spent by the County.

As these figures indicate, there is no possible way to eliminate the County’s
structural deficit without meaningful reforms to our fringe benefit costs. Getting
agreement on these reforms will require cooperation from the County’s labor
unions, the largest of which has refused to consider very modest reforms
included as a part of the 2010 Budget.

In order to restore financial solvency to Milwaukee County government, the
following fringe benefit programs should be modified as outlined below.

PENSION

In 2000, the County pension fund had $171 million more in assets than
liabilities. Five years later, not only was that “overfunding” gone but we were
$455 million short. By the end of 2008, we hit bottom with the plan at nearly
$900 million underfunded.” So how did we lose almost a billion dollars in just
eight years?

e |n 2000 and 2001, the County enacted some very generous pension
enhancements including the famous “backdrop payments” and a 25%
bonus to retirees who began working for the County prior to 1982. These
two changes alone cost the County $142 million. (Significant future losses
related to these changes are expected as more eligible employees retire.)
Furthermore, because of these changes, more employees than expected
retired in 2002-2004. This caused further funding problems. During this
same general period, and for the first time in 60 years, the fund
experienced losses for three years in a row, due to the 9/11 terrorist
attacks on America. Finally, the 2008 stock market crash caused a steep
decline in fund assets when roughly 25% of the overall value of the
pension fund was lost.
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e After suffering a decade of large backdrop pension payouts, a high volume
of retirements and unprecedented stock market losses, the County is now
faced with the task of replenishing the pension fund. As more cash is
used to cover pension expenses, less cash is available to pay for other
County services. And because the County is mandated by the State to
perform certain services, when cash is short, funds are cut from what are
called “discretionary programs.” These are programs the County wants to
do, such as parks and buses, rather than things we are forced to do by the
State, like operating courts, jails and social services.

To provide relief from the cash
being sucked up by the
pension fund, the County must
take significant steps to
reduce current pension costs
and future liabilities. | believe
the best option for maximum
savings would be to switch the
pension from our current
defined benefit plan to a
defined contribution plan.

In a defined contribution plan,
the County would manage
individual retirement funds,
such as a 401(k), and could
contribute a predetermined
amount of matching funds for
each employee. These types
of plans are much less expensive to manage and require a stable amount of
funding, enhancing the County’s ability to project expenses and manage cash
flow more effectively. The substantial cost savings would allow us to spend
more money on things like parks and buses.

For the past several years, the private sector has transformed from primarily
offering defined benefit plans to providing 401(k) plans for employees. It is not
unreasonable to ask County employees to accept the same reforms.
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EMPLOYEE AND RETIREE HEALTH CARE

“It’s amazing what can be done
with a little cooperation.”
-Supervisor Joe Sanfelippo

In 2007, Board Chairman Lee Holloway, along
with County Executive Scott Walker, led the
effort to a self-insured health care plan and
hired an Employee Benefits Director to negotiate better deals with providers.
This move has generated more than $100 million of savings so far and is the
primary reason Milwaukee County has been able to tread financial water.

This relief, however, is temporary. In order to properly address our structural
deficit, fundamental changes to our health care plan must be enacted soon.

There are roughly 19,800 members on the County’s health plan, including more
than 9,000 retirees. This is important, as the overwhelming majority of retirees
pay nothing toward the cost of their coverage. While the County has the option
to increase the amount of money an active employee must contribute toward
the plan, we cannot require exempted retirees from contributing. As a result,
the County budgeted $135
million in the 2010 budget
for employee and retiree
health care, with $130
million of that coming from
taxpayers.

Chairman Holloway has also developed a
great idea for Milwaukee County to allow
individual municipalities to be part of our

health care pool, which could provide To help control

further efficiencies and save tax dollars at
both the municipal and county level.

The County’s Employee Benefits Division is
currently reviewing what this type of
partnership would entail. Although this
plan is in the early exploratory stages, we
are making progress in laying out a
possible roadmap to make this idea
become a reality.

skyrocketing health care
costs, many companies in
the private sector and
organizations and
governments in the public
sector have updated their
benefits to provide Health
Savings Accounts (HSA) or
Health Reimbursement
Accounts (HRA).
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HSA’s and HRA’s can result in lower monthly premiums that employees
contribute towards their health care coverage. Because unused co-pay money
can accumulate in an employee’s healthcare account, careful spending in the
initial years of the plan can result in employee out-of-pocket expenses being
reduced or eliminated. HSA and HRA funds can also be used to pay for a wider
range of goods and services that traditional plans do not cover, such as over-
the-counter medications and cosmetic procedures. HSA’s also give employees
flexibility to take the plan with them when they change jobs or draw out unused

funds without penalty after retirement
when they would most likely be taxed at
more favorable rates.

Updating our health care plan to include an
HSA, HRA or something similar is one
option to consider that would lower the
County’s overall health care costs while
spreading increases more evenly between
retirees and active employees.

However, in light of the fact that we do not
yet know how pending federal healthcare
changes will affect these types of
accounts, it may be more prudent to keep
the program we are currently running but
with a few changes made to increase
employee participation in the cost of
providing this expensive benefit.

Should we opt for this alternative, the best
change we could enact would be to
increase deductibles and co-pays. This
would spread the increases out more
evenly between active employees and
retirees.

HSA’s and HRA’s control
employer costs by
increasing the out-of-
pocket expenses to
employees. The plans
generally include an upfront
cash infusion into an
account that is controlled
by the employee. The
employees then have a
vested interest in controlling
expenditures as they will
directly benefit from the
savings.

By shopping around for the
best prices and only utilizing
services when really
needed, employees help to
lower the overall medical
expenses paid by the
employer. Because the
County is self-insured, those
savings would directly
benefit taxpayers.

4
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COUNTY OWNED PROPERTY

In the fall of 2009, the
County received a report
from an outside consultant
outlining space requirements
for various County
departments and compared
that to the actual usage of
existing space by those
departments. The report
made clear that through
improper planning and poor
layout of space, the County is
spending millions of dollars
each year operating and

Each and every County building should
be evaluated utilizing the same criteria to
deftermine:

1) How much space is currently utilized
by each occupying department?

2) With modern space use standards
applied, how much space is actually
required by each department?

3) Is this the best location for each
particular department?

4) What is the overall condition of the
building?

5) What is the cost per square foot to
operate each building?

maintaining buildings that may not be needed.

It is important to recognize that many of the County’s buildings are old. They
were built in an era when little attention was placed on the efficient use of

space, especially by today’s standards. Utilizing these old buildings can be very
challenging. But with utility costs and maintenance expenses already high and
on the rise, it is time we take a serious look at all of our buildings.

Gathering this information will help us build an inventory of buildings and space
needs, which can then be utilized to consolidate space, determine which
buildings may be underutilized and which buildings may have outlived their
useful life and/or are no longer needed.

The County Mental Health Hospital was built back in the 1970’s. At the time,
the industry practice was to provide long-term housing facilities for patients. It
was built to accommodate 874 patients in 591,000 square feet.

Since then, the practice of mental health care has evolved. Modern day
standards call for the majority of patients receiving mental health treatment to
be transitioned into the community, living in special facilities, group homes and
apartments. As a result, there are fewer than 250 long-term care patients in
the mental health complex today, and a significant portion of the building space
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is no longer needed. On top of that, the building needs millions of dollars in
repairs to meet state requirements.

The Milwaukee County Department on Aging leases space in the Henry Reuss
Federal Plaza in downtown Milwaukee. This costs taxpayers more than

Milwaukee County
currently owns a building
known as the City
Campus. This building,
located at N. 27th and
W. Wells Streets, is a
former hospital
consisting of two
buildings (one five stories
tall and the other nine
stories). Together, the
two buildings have more
than 154,000 square
feet of space.

But, the space needs
report presented to the
County Board indicates
that the departments
currently occupying City
Campus only require
about 21,000 square
feet of space. So, we are
spending over $2 million
per year to operate a
facility that houses less
than 125 employees in
nearly six times the
space we actually need.

$750,000 each year. A comprehensive
inventory of County buildings will tell us if we
have enough space in our own buildings to
handle this department and stop paying rent
to an outside entity.

On the flip side, we may determine that it is
more cost effective for the County to lease
space rather than owning and maintaining its
own properties. Last year, California sold all
of its state owned office buildings and leased
them back at a lower annual cost than what
they were paying to operate them with state
employees.

Another idea that warrants serious
consideration is the consolidation of all
County criminal justice operations. Currently,
the County operates jails in two separate
locations, downtown Milwaukee and Franklin.
Similarly, our court system is split between
downtown and the County Grounds. This
hodgepodge of locations is not only
cumbersome to those individuals and
families using the system, it is also highly
inefficient. A better idea would be to combine
all criminal justice services into one campus.

For example, the County should consider
constructing a new facility on the parking lot
land located at 6t and State. This new
facility could house the District Attorney,
Sheriff’s Department, Information
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Management Services Division, Medical Examiner’s Office, Children’s Court and
private tenants that currently utilize the safety building. The current safety
building could then be demolished and a new facility constructed to house the
relocated County Correctional Facility-South (former House of Correction) and
the Criminal Courts.

This would be an expensive proposition no doubt. But money raised by selling
the land in Franklin and Wauwatosa, along with the former work release
building and the current Medical Examiner’s Office, could be used to lower the
amount of bonding needed for construction. Savings achieved by operating
these services at the same location in modern, more efficient buildings could
help service the remaining debt payments.

Similarly, the Parks Department maintenance facility on 68t and State should
be relocated. The current building is old, outdated costly to operate and
contains inadequate yard space. The land is in a prime location and should
produce enough revenue to build a modern, more efficient building especially if
we can identify a location that we already own.

Holding too much property is a

A good place for relocation would likely be on double-edged sword for the
the County Grounds near the old greenhouses. County. Not only are we
This site is close to the Parks Administration unnecessarily spending millions
office and the Department of Public Works of dollars operating and
maintenance facility, which services the Parks maintaining these sites, we are
Department’s vehicles and equipment. also losing out on millions of
dollars in lost property tax

All of the County’s buildings should be revenue that would be realized

if these properties were

inventoried and evaluated using the criteria
privately owned.

that | outlined earlier in this section to
determine if they are really needed. Vacant
land parcels should be evaluated to consider whether they have potential to
serve a useful purpose in providing core County services to our citizens or
whether they would better utilized in the private sector where they would
promote development, create jobs and generate property tax revenue.

This is a large undertaking. Reconfiguring and consolidating space may require
significant upfront capital dollars, but it is a necessary step that will provide
long-term financial savings to the County and help lower our structural deficit.



PROGRAMS AND SERVICES

Each year, our finances get stretched even
more thinly. In order to continue to provide
County residents with the vital core services
that are mandated by the State, it is becoming
increasingly clear that a detailed,
comprehensive examination of each and every
County function needs to be performed.

For example, let’s look at the Milwaukee
County Transit System’s (MCTS) financial
struggles from an outside perspective with a
“business” oriented view. | can only conclude
that MCTS has failed to transform its service to
meet the changing needs of its customers.
Think about it. Our public bus system operates
pretty much the same today as it did fifty years
ago. How many successful businesses have
done that? None! Businesses adapt to the
changing needs and wants of their customers
or they don’t succeed.

Knowing that MCTS is facing this financial crisis, some people are advocating

Every program should be
closely scrutinized to
determine if the County
should be running this
program, are we running
it in the most efficient
manner possible, are
there other options for
running the program that
could enhance the
benefits and increase
efficiency, and what
would be the result of
discontinuing the
program.

for increasing our sales tax in Milwaukee County and just throwing more money
at the problem. This may work for a while, but eventually, if left unresolved, the
problems will grow little by little until we are once again faced with a funding
crisis. Fixing the structural problems that exist within the system is the best way
to protect and expand this vital public service. To help us focus on exactly how

to improve and modernize our bus system, we should put MCTS through the

review process | outlined above:

Should the County be running MCTS? On the surface, yes. Without major
government subsidies, public mass transit would cease to exist, as they are not

profitable. But a deeper look may show us that in order to provide this service

and attract new customers, we may have to take more of a regional approach to

operation and management.

Sargearst®

P
{\@ﬁ\} Milwaukee County Transit System
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Are we running MCTS in the most efficient manner possible? A study completed
in 2008 indicated that, compared to bus systems in similar parts of the country,
MCTS has one of the lowest operating costs per passenger and mile. So, for the

way we are currently operating, | think we are doing it as best as can be

expected.

Are there other options for running MCTS that will enhance benefits and
increase efficiency? | believe there are. For example, as expenses have risen
over the years, the approach used to cut costs was cutting and eliminating
routes. These actions have had a negative effect on ridership, triggering an
endless spiral of fewer passengers, less revenue and more cuts.

To counter declining ridership, rather
than cutting service, MCTS should look
at ways to increase service. For
example, rather than running old-
fashioned oversized buses on every
route, MCTS should use much smaller
buses that are cheaper to buy, operate
and maintain. The school bus and
private carriers have all switched to
these smaller vehicles, which are now
fully handicapped accessible. These
smaller buses could be used on lighter
traveled routes feeding into the main
routes that would then be serviced by
larger, modern Bus Rapid Transit (BRT)
buses. The BRT main routes would
allow for swifter travel from point to
point, increasing customer
satisfaction. Operating more
efficiently will allow us to transform
service cuts into service expansions.
Fixing the system, rather than just
throwing more money, is the proper
way to go.

* %k % Kk Kk %k K Kk Kk k
When the idea of public
transportation was first introduced,
demographics were much different
than today. Back then, most people
lived, worked, shopped and
socialized in the city. Moving large
numbers of people around in a
relatively small area was practical
utilizing a fleet of large buses.

With the birth of the interstate
highway system, population centers
began to expand beyond the previous
boundaries and suburbs were born.
Now, people may live in one area,
work in another and shop in yet
another. As a result, bus routes
expanded to cover more of the newly
developed area. But as ridership
declined due to increased car
ownership, the financial burden
became too great and routes were

cut back and eliminated.
% %k % Kk %k Kk k Kk Kk
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Finally, what would be the result of discontinuation of public bus service? MCTS
provides a critical and badly needed service. Our local economy depends
greatly on continued and improved bus transportation. We cannot allow the
system to fail by ignoring the root causes of the current financial problems.

Possible future vehicles for MCTS

Supervisor Sanfelippo picfured with a hybrid-powered Bus Rapid Transit (BRT)
bus outside of the Milwaukee County Courthouse.

A smaller, more economical bus could feed sengers into larger BRT routes within Milwaukee County.
This bus is about half the cost of a larger bus and is much cheaper to operate and maintain.

While | have addressed just one of the many departments here, every major
County department should be put through this same evaluation and
assessment process. Only this type of “soul-searching scrutiny” will give us the
information needed for true structural deficit reform.
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OUTSOURCING OF SERVICES

One of the most hotly debated issues every year during budget building time is
the outsourcing of County services. It is never pleasant or easy making
decisions that may result in an employee losing his or her job. Nonetheless,
County Supervisors are not elected to only make easy decisions.

For a large part of the past decade, the County has been able to tread financial
water by achieving significant savings through the outsourcing of some services.
As controversial as outsourcing can be, it is by no means a new idea nor is it
unique to Milwaukee County. Former New York Governor Mario Cuomo, a
Democrat, once said “It is not a government’s obligation to perform services but
to see that they are provided.” In fact, by means of The Federal Activities
Inventory Reform (FAIR) Act, all federal government agencies are required to
develop and submit to the Office of Management and Budget a list of activities
that could be performed by the private sector rather then government
employees.

While outsourcing of services is not a
“magic pill” that will cure all of the

One of the most basic
forms of determining which
services can be performed

by the private sector and
which services must be
performed by public
employees is commonly
referred to as the Yellow

Pages Test. If a service
can be found in the yellow
pages, government ought

to buy the service rather
than produce it.

County’s financial ills, it can be a very
effective measure to help control labor
expenses which, when factoring in
fringe benefit and legacy costs, eat up
the largest percentage of County
spending. Still, the task of deciding
which services could be outsourced
should not be taken lightly.

Milwaukee County should develop a
Privatization Task Force made up of
staff from both the Executive and
Legislative branches that would devise
a uniform set of standards and
expectations that can be applied when
recommending services for
outsourcing.
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Once a service is outsourced, this Task Force should conduct regular and
comprehensive reviews to make sure the outcomes produced as a result of the
outsourcing are consistently matching the goals set out at the beginning of the
outsourcing process.

Another advantage to developing a single Countywide Privatization Task Force
would be the potential of added savings by the bundling of services. The Task
Force could identify similar services across multiple branches and departments
of government that could be combined into one contract that would produce
greater savings than if multiple, smaller contracts were issued on a department
by department basis.

For example, throughout the County several different contracts are issued by
various departments to collect unpaid monies owed to the County. A single
contract could be issued to one vendor for collections Countywide that would
eliminate redundancy and drive down costs.

Finally, a Privatization Task Force could result in even greater economies of
scale by identifying services that could be combined with local municipal
governments located within Milwaukee County. Last year, Wisconsin Governor
Jim Doyle and Minnesota Governor Tim Pawlenty signed executive orders calling
for cooperation in finding ways for the two states to work together to save costs.
If it can be done across state lines, we certainly can do it within our County.
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THE COUNTY BOARD

No discussion of reforms needed to r ]
bring the County back to financial
solvency would be complete without
serious consideration of the County
Board’s role in achieving that goal.

First and foremost, the Board should
vote to accept the same 20%
reduction in the pension multiplier
that it imposed on non-represented
employees and are asking represented employees to accept through the
bargaining process.

As County Supervisors, we must be willing to make the same sacrifices we are
asking of other employees to show our seriousness in dealing with the situation.

As we redistrict following the results of the 2010 U.S. Census, we should give
careful consideration to reducing the size of the Board or converting to part-time
positions. Everyone these days is being asked to do more with less, and the
County Board should be no exception.

For the sake of our constituents, communication and accountability must play
important parts in this process. To improve both, the Board should develop a
policy calling for each standing Committee, as well as the full County Board, to
conduct two to three meetings per year on weekday evenings.

This change would make it much more convenient for residents who have jobs

or other family obligations during the day. We should give them an opportunity
to get involved in their government.
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CONCLUSION

We must take action now on the County’s fiscal crisis. We will never be able to
return Milwaukee County back to financial solvency without making serious,
long term reforms that will eliminate our structural deficit. Even if the economy
were to turn around tomorrow, a measurable reduction in unemployment and
increased tax collections are still a few years away by all predictions.

Furthermore, improvements in the economy, unemployment and tax collections
by themselves will not bail us out of our financial mess. By 2014, the County’s
budget shortfall is expected to reach $153 million. That would require raising
this year’s tax levy by 58%. Obviously, that is not an option we would ever
consider.

The reforms | have laid out in this blueprint represent a small sample of the
types of ideas that do need consideration to solve our financial problems. | am
eagerly awaiting the opportunity to have in-depth discussions,

While | don’t necessarily have all the answers to our challenges, we should not
sit by the sidelines hoping these problems will correct themselves. That’s why |
am looking forward to initiating a dialogue with others that will bring forward
many more ideas for us to consider.

Restoring financial solvency to Milwaukee County is going to require a lot of
commitment, cooperation and, in the end, willingness to make difficult
decisions. The task is tough, but definitely achievable.

CELEBRATING
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