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Subject
Update on 2015-2016 proposed biennial budget for Public Health – Seattle & King County
Summary
Public Health services are chronically underfunded. The state’s repeal of the Motor Vehicle Excise Tax in the early 2000’s left Public Health across the state without a long-term, stable, and predictable source of funding. Recent reductions at the state and federal level, including a change in the way we claim federal Medicaid Administrative funds, have exacerbated the problem. We have a structural gap between an increasing cost of doing business and a flat or even declining funding. The structural gap, combined with a precipitous drop in Medicaid Administrative Claiming (formerly Medicaid Administrative Match) and forecasting and revenue predictions that fell short of expectations, has created a $15 million annual shortfall. Despite immediate steps to stifle spending, including holding open positions across the department, we do not have enough ready solutions to close this ongoing budget gap. Without new funding, we will need to reduce Public Health services to balance our budget. 

Background
The $30 million biennial budget shortfall, at its root, is neither new nor unexpected: For more than a decade, financing for Public Health – Seattle & King County has remained flat or even decreased while inflation and population have increased, creating an ongoing “structural gap” between the cost of services and our ability to pay for them.

For example, prior to the year 2000, Public Health received funding from a statewide Motor Vehicle Excise Tax (MVET), which was growing at approximately $1M per year, enabling these revenues to keep pace with inflation or cost growth. That tax was repealed by the voters in 2000. MVET was replaced with a lower amount of state funding that has remained flat for more than a decade. 

Furthermore, the Great Recession intensified the problem as fewer sources of state and federal revenue became available. And the problem has been accelerated by changes in federal reimbursement policy for Medicaid Administrative Claiming (MAC), which is down from a $14 million high to a fraction of that amount, and further reductions are possible.

Past Public Health reductions
In the past years, Public Health has partially managed the budget gap through the use of one-time reserves, external grants, efficiencies, and special funding to balance its budget. But even with these short term fixes, since 2008, Public Health has lost tens of millions of dollars, hundreds of positions, and reduced or eliminated dozens of critical programs and services that serve all King County residents.  For example, in 2009 budget gaps forced Public Health to eliminate street outreach to pregnant women with substance abuse; reduce number of immunization clinics; eliminate HIV/AIDS Hotline and perinatal case management; eliminate county-funded dental sealants; reduce services to Children with Special Health Care Needs; reduce Medical Examiner's Office death investigators; and reduce Public Health laboratory testing. In 2010, valuable programs that were eliminated or reduced include childcare nurse visits outside Seattle; senior exercise and nutrition; some HIV/AIDS education and outreach; some family planning; the remaining immunization clinics; some TB treatments; some Public Health services at Northshore Public Health Center; and the Kent Teen Clinic. In 2011, Public Health reduced home visits in Maternity Support Services (MSS); reduced Medical Examiner's Office response services; eliminated HIV/STD services at King County Juvenile Detention Facility; and eliminated support to the Children and Family Commission. 

Balancing the current budget
Public Health developed a base case budget with large-scale reductions necessary to balance the on-going structural gap through 2015/2016.  Not all divisions and programs are equally impacted by this budget problem. For example, Emergency Medical Services (EMS) is funded through a voter approved 6 year EMS levy. Environmental Health inspection programs are fee based and therefore support themselves. 

The entire Public Health annual budget is approximately $370 million and consists of several funds, of which the Public Health fund ($250 million) is the largest.  The remainder are funds that are directed and only available for specific purposes, such as EMS, Local Hazardous Waste Management, and Jail Health Services. Of the $250 million annual Public Health Fund, 11% ($27 million) is County General Fund and 5% ($18 million) is State Support for public health. The remainder of the Public Health Fund is primarily categorical and cannot be used for core support.  Therefore, the budget gap must be closed with reductions in the areas of the department where the funding gap exists -- in our Prevention Division, in Administration and in the Office of the Director, but most seriously in our Community Health Services division, which provides clinical services as part of our Provision Line of Business. 

The proposed base scenario closes the ongoing gap given projected revenues. The base option also proposes commensurate reductions in administration and in overhead at the Division and Department to a level needed to maintain core functioning. We are also working with the Executive’s office on Performance, Strategy and Budget (PSB) on ways to reduce county overhead.

In making the budget reduction proposals, important public health principles were applied. To preserve foundational capabilities that protect and promote the health of all King County residents now and into the future, we need to protect as much as possible 1) successful programs that prevent illness, injury and premature death; 2) emerging programs that confront the biggest health challenges of the future, e.g. the increase in chronic disease rates and entrenched gaps in health disparities; and 3) critical community-wide services that only Public Health provides, such as access to accurate, timely, and understandable data; information on the health status of King County and public health practices to improve health; communication of vital public health information; and, evaluation of the effectiveness of our public health programs, policies, and systems.


Proposed reductions

Office of the Director 
Position cuts will reduce capacity to provide assessment, evaluation, communications, policy development and analysis.

Administration
Additional cuts in the areas of human resources, information technology, and finance are commensurate with direct service program cuts to assure that the burden to direct service programs does not increase.
Prevention Division 
Reduce staff who monitor, respond and investigate communicable diseases; prevent and treat HIV/STDs; prevent and reduce chronic disease and injury through efforts related to tobacco prevention, healthy eating, and active living. 
Largest portion of proposed reductions in Community Health Services
Approximately $10 million (annual) of the budget gap is in services provided by the Community Health Services Division. The unmet community need is greater than available in our Public Health Centers so we considered several key factors/concepts when developing options and prioritizing.
· Applying an equity lens to decisions.
· Return on investment for health outcomes. 

· Not prioritizing services that can be paid for and provided by others.
· Developing a viable business model that includes both paying and non-paying patients as necessary to achieving the Public Health mission.

· Funding from Public Health’s Promotion and Protection lines of business is not available to supplement financing the Provision Line of Business. 

Three areas of Community Health Services are proposed for reductions: 1) Primary Care; 2) Women, Infants & Children and Maternity Support Services (WIC/MSS) and Family Planning; and 3) Regional Services and Administration. Regional services include Access & Outreach, Nurse Family Partnership, and Family Planning Educators.  

Context of cuts in the Community Health Services Division 
King County is a national leader in the implementation of the Affordable Care Act, enrolling more than 150,000 people in newly affordable insurance. In many cases, this will help people seek care from community partners, rather than from County.   The ACA and the County’s Transformation Plan—which aims to improve health and well-being and better integrate services—also offer opportunities to work closely with the health-care system and improve how services are delivered. We will continue to seek opportunities in this area. An example of this is the new Meridian Health Center, scheduled to open in 2015, which will house Neighborcare Health, Public Health services and Valley Cities behavioral health services. This integrated approach will allow us to better serve our residents. 
Proposed reductions
1) Transition Primary Care at two Public Health Centers to community partners:

· Transition Primary Care at North Public Health to Neighborcare Health (9 months earlier than originally proposed). Public Health staff will continue to provide Women, Infants & Children (WIC) nutrition services, Maternity Support Services (MSS), and dental services at North. 

· Transition Primary Care and Family Planning at Columbia to Neighborcare and Harborview/UW Medicine. This is in the early planning stages. Public Health staff will continue to provide WIC, MSS, and dental services at Columbia. 
2) Close up to four Public Health Centers: 

· Close Auburn, Federal Way, Northshore and White Center/Greenbridge Public Health Centers. (While the Northshore Health Center will close, a Northshore satellite clinic will remain open.) These sites currently provide WIC/MSS and Family Planning. They do not provide Primary Care or dental. 

· Kent, Renton, Eastgate and Downtown will not lose any services and Public Health will continue to provide WIC, MSS and dental at both Columbia and North. 

3) Regional programs and administration: 

· Reduce Access & Outreach services to connect low-income residents with health insurance and other essential services.

· Reduce Nurse Family Partnership, a program for low-income first-time mothers.

· Reduce the number of Family Planning Health Educators who ensure access to family planning services by partnering with communities, schools and others to implement evidence-based interventions that reduce unintended pregnancy, teen pregnancy, and STD rates.

· Make commensurate reductions in Community Health Services administration and management.

The department’s top priority is preserving the core, irreplaceable functions that only Public Health is able to provide. If additional funds were available, Public Health would “buy back” services based on the prioritization factors listed above. 
Next steps in the budget process
King County departments are submitting proposed budgets to the King County Executive for his consideration due July 9, 2014.  The Executive is expected to submit his budget to the King County Council for their consideration in September 2014.  The process will include hearing to get feedback from the public.  The King County Council is required by law to pass a budget no later than Thanksgiving for implementation on January 1, 2015.  
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