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Nassau County is a suburban county in the New York Metropolitan Area east of New York City.  Its population is well over 1.3 million, with a median household income of $78,762 and the second highest median property tax in the nation at $7,025 (in 2005).  In 2004, Forbes magazine named Nassau County the safest county in the United States with a population over 500,000, due to its low crime rate.  

Nassau County has implemented a series of innovative reforms that have enhanced the County’s financial management.  First, it developed a professional in-house fiscal staff that has increased the County’s financial expertise and enabled it to reduce reliance on expensive outside consultants.  By the end of 2004, the County had nearly eliminated its prior usage of consultants for cash flow management, debt management, revenue forecasting and labor analysis.  
Additional reforms include development of a formal capital budget and plan for the first time in County history, the creation of a performance measurement process, the streamlining of the contract approval process and the implementation of a “just-in-time” inventory system.  In recognition of the County’s financial performance and improved financial management, the three major rating agencies including Moody’s Investor’s Services, Standard and Poor’s Ratings Service and Fitch Ratings upgraded the County’s bond rating to the A level.  

These are important accomplishments of Nassau County, which help provide a backdrop on the quality of their work product.  The Administration’s financial mangagement team focused on improving the quality of fiscal information provided to the public, as this is a critical effort since the County’s primary customers are its residents.  Nassau County believes that it is of extreme importance to effectively communicate with its citizens on the fiscal condition, the sources of its revenue, and how it allocates its resources and plans for the future.  As a result of these accomplishments and continuous improvement, the County decided to change its budgeting approach from a line-item budget format, which satisfies accounting requirements but is an ineffective way of communicating what the County actually does, how it allocates its resources, and what it intends to accomplish, to a performance budget, which  will be covered in detail shortly.  This paper will be analyzing Nassau County’s Fiscal 2005 (“FY 2005”) Budget.

1. What type of budget process was used (ZBB, Performance, Forecast, ABC)?

A performance budget was used for the first time. Previously a line item budget had been used each year.  The performance budget approach was utilized to reclassify all revenue generation, spending and labor allocations according to the County’s overall vision, mission and key priorities.  The County hoped to help enable managers and the public to consolidate fiscal and operational data for common programming that may overlap multiple departments.  The County also wanted to provide the public with more meaningful information on resource allocation and it wanted base future financial and operation decisions on program results and priorities.

2.
Who was consulted (citizens, lobbyists, professionals, specialists, engineers, analysts)?

County Executive Thomas R. Suozzi, the Nassau Citizens Budget Committee, the Office of Management and Budget and each individual department were consulted.  There are a total of 21 departments, which are as follows: Operational and Financial Management, Business Recruitment and Retention, Community Revitalization, Safety and Protection, Investigations, Transportation, Environmental Protection, Recreation, Leisure, Culture and Tourism, Infrastructure Maintenance and Development, Special Population assistance, Health and Medical Services, Education, Community Support and Outreach, Enforcement and Compliance, Payments to Governments, Professional Development, Internal Support Services, Internal Administration, Risk Management, Executive Office Leadership and Independent Entities.  

It is important to note that departments could choose not to participate in the program budget project.  According to the budget, the Independent Entities Division was one that didn’t participate…“Despite requests from the Administration, these independently elected officials chose not to participate in the program budget project and did not classify their resource management by program.  Though disappointed that they declined to participate, the Administration respects their independence and will not mandate their involvement.  Furthermore, the Administration does not feel it is appropriate to unilaterally reclassify their programming…”

3.
How long did the budget process take?

The budget did not specifically state how long the budget process took.  As a result of moving from a line item budgeting process to a performance budgeting process, there was a transition period whereby the program budget process was introduced to County departments in March and April of 2004 during a series of seminars led by the Office of Management and Budget and other Budget and Finance staff.  The seminars focused on defining the program budget and its components, differentiating it from the line item budget and demonstrating how it is linked to departmental missions, goals and objectives and performance measurement.  As practice and preparation for FY 2005 Budget development process, departments were asked to submit their Adopted FY 2004 Budget in a program budget format.  This was then used to prepare the Nassau County Budget as a program budget for the first time.

4.
Who is the audience (who was it written for: Governor, taxpayers, Mayor)?

This budget has already been approved and adopted.  Therefore, it is meant for the taxpayers of Nassau County to read to ensure transparency in the budgetary process.  In addition, the program budget is a management tool, intended to assist managers in making critical decisions on a daily basis.  

5.
Was a strategic plan used, and which one?

Some departments used their departmental strategic plans to develop their budgets.  Four departments specifically mention their strategic plans, including Recreation, Leisure, Culture & Tourism, Infrastructure Maintenance and Development, Independent Entities, and the Executive Office Leadership.  There is not specific mention either to specific strategic plan styles nor is there mention of an overall strategic plan, but the vision and mission were the guidelines for determining the programs.

6.
From where are the revenues coming - breakdown of revenue streams?
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Each of the 21 departments receives different revenue streams. However, the majority of funding comes from the Financial and Operational Management Department and the least amount of money comes from Business Recruitment and Retention, Professional Development and Executive Office Leadership departments, each of which garner $0 in revenues. 

“In Nassau, the primary tax revenue sources are the sales tax and the property tax.”  The Operational and Financial Management Department, which is responsible for collecting and managing all sales and property taxes, generates a significant surplus.  The majority of the other programs operate at a deficit and must be subsidized by the redistribution of these tax revenues. 

7.
What projects are being paid for from the revenue, what overhead, one-time payments, and investments?
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The vast majority of revenue in Operational and Financial Management is related to the sales tax generated by the Budget and Finance Team.  This includes sales tax ($964.7 million), property tax ($738.1 million), tax lien related revenue ($35 million) and investment income ($9 million).  
The Office of Management and Budget indicates that the County’s cost of administrative overhead is approximately 5.2% of the budget, allowing for the bulk of available resources to be allocated for actual service. The County’s Internal Administration generates $44.9 million in reimbursements revenues, so more than one-third of the expenses are offset.
A number of departments are the recipients of grant funding, including: 

· Transportation 

· Community Revitalization 

· Health and Medical Services 

· Environmental Protection Department 

· “Nassau County Parks are Making a Comeback Campaign” 

· Community Support and Outreach 

Nearly half of the county’s budget is allocated to Special Population Programs ($680.6 million) and Safety and Protection ($527 million).  Risk Management, with its debt service program, cost the county $166.3 million.  Quality of life programs are a large county expense and can be found within the following departments: Transportation ($128.6 million); Health and Medical Services ($96.8 million); Environmental Protection ($26.7 million); Recreation, Leisure, Culture and Tourism ($50.3); and Community Support and Outreach ($34.8 million).  The budget will allocate $7.2 million to community revitalization programs (9).

State and federal mandate programs cost Nassau County $1.3 billion; $417 million of these expenses are reimbursed, leaving the county with $862 million in out-of-pocket expenses.  The majority of the mandated programs are Special Population Assistance programs ($665 million) and Safety and Protection programs ($351 million). 

8.
Is your budget in balance?
Nassau County’s budget is in balance. Both the expenses and revenues projected for FY 2005 equal $2,408,986,534; therefore, there is neither a surplus nor a deficit.

9.
What are some policy issues that are a product of this budget or its process?
The change to a programmatic budget will have several effects on future policy.  Policy decisions will be made based upon a clearer priority of existing programs and an understanding of the mission, goals and objectives of the program.  A program budget is designed to help managers make critical decisions on a daily basis.  Through the development of a program budget, the county hopes to accomplish the following:

· Provide more meaningful information to the public and managerial staff regarding resource allocation

· Establish a clearer priority of programming

· Improve the ability to assess the cost-effectiveness of departmental programming

· Base future financial and operational decisions on program results and program priorities
10.
What public goods, private goods, rivalrous goods, excludable goods are funded?

The funded public goods in Nassau County include safety (police and fire), water and public works.  The county’s funded private goods include internal systems and technology.  Excludable goods in the budget include social services, prevention programs, drug and alcohol addiction programs and tuition repayment programs.

11.
Did you read about, or find, in the numbers any externality being repaired, a government failure, a market failure correction?

The budget itself could be considered a government failure. In 2002, the county was in a dire financial situation. With the implementation of a program budget, the county is facing financial stability and the administration has the opportunity to focus on urban development. 
Negative environmental externalities may have an impact on the county.  The U.S. Environmental Protection Agency (“EPA”) awarded Nassau County with a grant to “clean up Brownfield sites within the County” and Nassau County is attempting to secure a grant to fund initiatives, including the clean up of Coes Neck Park. 

In addition, the Planning Department’s Transportation Division works to reduce pollution and congestion, as well as to improve safety within the county’s roadway network.  Due to rapidly increasing vehicular traffic, two negative externalities have occurred in the form of heavier congestion and increased pollution.  Projections show that traffic will increase 36% over the next 10 years and that kind of volume has the potential to bring Nassau County’s economic engine to a halt.  The county has implemented Metropolitan Transportation Authority capital projects that resulted in the purchase of compressed natural gas replacement buses in order to maintain the operating efficiency and capacity of both the para transit and fixed routes, as well as conforming to new EPA standards protecting air quality and the environment.

A final negative externality is that local drycleaners are the primary sources of groundwater contamination, which has become a major threat to the drinking water supply for Long Island.  To address the problem, the county is issuing a Drycleaner Survey Program.

12.
Are there policy analyst’s statements or opinions used, researched or studied?

The budget did not provide an explicit description of what statements were used in the development.  However, it did indicate certain parties that had an influence in this area. The Nassau Citizens Budget Committee (“NCBC”) promoted the importance of using a program budget as opposed to a line-item budget.

Phoebe Goodman, NCBC Executive Director is quoted in the budget as a reason for converting to this new budgeting style.  She is quoted as saying:

Although adjusting to economic difficulties is never easy, it can be made easier with the information provided by program budgeting.  Goals and objectives need to be determined and priorities established by each department, and most of them do.  These should appear in the budget so they can be part of the County’s planning process.  Productivity measures must be instituted – and monitored.

The county executive signed a law, which enacted the Minority Business Enterprise program. S/he also ordered a disparity study to be conducted, which would analyze the availability and utilization of minority groups and women-owned businesses in its Business Recruitment and Retention program. 

A “Major Investment Study of the Nassau Hub” is being conducted in order to assess transportation and land use options in proximity to the hub.  The project will analyze a variety of transportation alternatives including light rail, a fixed way loop, a circulator bus service and shuttle busses that would connect existing facilities and new infill development in a pedestrian/transit-friendly environment.  Although this assessment will not be very costly, it will have a significant impact on the next program budget.

13.
Is the budget broken down by department, project, funding source, or another way?

The budget is broken down into 21 separate departments and then sub-divided into programs. Examples of the departments are Financial and Operational Management, Investigations, Transportation and Education. To adequately depict how the departments are sub-divided; Consumer Affairs, Correctional Center, Fire Commission, Medical Examiner, and Police are the programs, which comprise the Investigation Department. 

The budget then outlines the expenses, revenues and total surplus or deficit for each program. This allows the reader to see what programs spend the most and receive the most money, which in turn indicates what programs are the most important to the county.  The program budget also allows the reader to see what programs need to be re-evaluated during the next fiscal year if they are overspending or under-spending their allotted budget consistently.

In FY 2005, there was a deficit of $861,875,915 in all state and federal mandated programs. The only departments that did not overspend were Operational and Financial Management, Enforcement and Compliance, and Internal Administration.

14.
What percentages of the budget are allocated to fixed overhead of running the municipality, wages projects and development?

Financial and Operational Management is 0.52% of the overall budget for FY 2005. This equates to $12,434,158.  Infrastructure Maintenance and Development constitutes 4.47% or $107,693,374.  Professional Development constitutes 0.50% or $12,116,268.  Unfortunately, the program budget format does not allow for each program to outline specific line items such as wages, however, this does show the importance of Professional Development when compared to other programs such as Education or Investigations.

15.
What is the fiscal structure and are there signs of financial stress?

In 2002, the Suozzi Administration came into a county in a dismal financial situation. All efforts were then focused on improving Nassau’s financial condition. As a direct result of these efforts, financial stability was obtained by the middle of FY 2003. 

At this time there are no signs of financial stress in the overall program budget for the county.  In fact, over the last two and one half years, the county had paid-off early or avoided $180 million in debt, and increased its undesignated fund by $54 million.  However, there are signs of financial stress in the state and federal mandated expenses and revenues. As was stated before, only three out of fifteen departments in this area were not experiencing a deficit in 2005.  This indicates that budget reform is needed to either provide these departments with more funding or to cut expenses in the future.

Conclusion
The Suozzi Administration’s financial management team concentrated specifically on enhancing the budgetary information that they provide to the public.  In the creation of this budget document, Nassau County aimed to sufficiently inform its citizens of the fiscal status, allocation of resources, and areas of expenditure.  The County decided to change its budgeting approach from a line-item budget format, which satisfies accounting requirements but is an ineffective way of communicating what the County actually does, how it allocates its resources, and what it intends to accomplish, to a performance budget.  This performance budget successfully communicated the improvements that the County made in FY 2005 such as achieving a balanced budget, depleting preexisting debt, and increasing the undesignated fund.  
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