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Introductions

The Smart Approach to Financial Sustainability



1. WHY - Financial Sustainability in Quality of Life Services

2. WHAT & HOW - The Smart Approach to Financial Sustainability

3. Break

4. The Meaning of Common Good and Individual Benefit - Group Discussion

5. Break

6. Beneficiary of Service - Exercise

7. Final Thoughts, Comments, Questions

8. Next Steps
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Context

The Smart Approach to Financial Sustainability





The Smart Approach to Cost Recovery 



The public sector’s balance sheet
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The Great Recession’s 
Profound Impact on 
Parks & Recreation
By: Nicholas Pitas, Ph.D., Austin Barrett, Ph.D., 
Andrew Mowen, Ph.D.
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Parks & Recreation Spending  
1989 - 2013

50%

100%

1989 2003 20132008

*Dollar figures are adjusted to 2014 values to control for the impact of inflation
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2000 20132008

Operating

$23.5B 
(66.2%)

Operating

$28.9B 
(71.7%)

Total Expense          
$40.7B

Operating

$25.9B 
(79.7%)

Total 
Expense 
$32.5B

Total Expense 
$35.5B

Capital 

$11.8B 
(28.9%)

2022

Capital

$12B 
(33.8%)

Capital 

$6.6B    
(20.3%)

$10B

$50B

$40B

$30B

$20B
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$400M backlog
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$700M+ backlog
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$90M+
backlog

© 2022 110% Inc. All rights reserved.

The Smart Approach to Financial Sustainability



$1B+ backlog
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The State of Local Government 
Survey reveals that 68 percent 
of responding local governments 
see moderate, significant, or 
major financial adjustments 
being needed due to the 
ongoing coronavirus pandemic.

January 4, 2021
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“We have remained fiscally healthy 
and plan to stay that way.”

-Texas park and recreation director
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Economic uncertainty

Public health crisis

Social unrest & chaos

Increasing disparities/needs

Lack of revenue diversification

Limited financial literacy

Maintenance backlogs

Uninformed constituencies

Unreasonable expectations

Staffing deficiencies

Struggling competitors/partners…

Intersections of conditions which 
affect parks & recreation
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Parks & Reconomics
How we manage our finite resources. 

© 2022 110% Inc. All rights reserved.

The Smart Approach to Financial Sustainability



© 2022 110% Inc. All rights reserved.

Are you smart about 
managing money?
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What is      
cost recovery?
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Cost recovery:
recovering or offsetting the costs 
(expense) of delivering services.
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The Smart Approach to Financial Sustainability
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What is      
subsidy?
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Subsidy:
a benefit given by the 
government; typically to remove 
some type of burden, and often 
considered to be in the overall 
interest of the public; given to 
promote a social good or an 
economic policy.

The Smart Approach to Financial Sustainability
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REALITY

POLICY
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Service 

categories

The 3-legged Stool 

Approach

Tax Investment/Revenue 

Enhancement Philosophy

Beneficiary 

of     

Service

Cost          

of      

Service

A path towards 
financial discipline 

STARTS HERE
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Service 
Categories

The 3-legged Stool

Tax Investment/Revenue 
Enhancement Philosophy

Beneficiary 
of Service

Cost
of Service
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Service 
Categories

The 3-legged Stool

Tax Investment/Revenue 
Enhancement Philosophy
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What is a park,  
recreation or library 

service? 

Activities, courses, classes, 

events, rentals, and other 

types of leisure 

experiences.
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What is a park, 
recreation and 

library service area? 

Where “likeness” of service 

is the principal consideration 

in the coordination of 
various services. 
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What is a park, 
recreation and library 

service category? 

Where “like purpose” is the 

principal consideration in the 
categorization of services. 
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Eliminates arbitrary cost recovery goals 

by individual activity or service.

Discourages attempts to make cost 

recovery decisions based upon special 

interests or social values. 

Why Service Categories?
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Youth Sports 
(t-ball)

Cost recovery 

goal = 50%?

Vs. Vs.

Dance
(Intro to ballet)

Cost recovery 

goal = 75%?
Aquatics
(learn to swim)

Cost recovery 

goal = 25%?
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Cost recovery goal = 75%

Cost recovery goal = 75%

Cost recovery goal = 75%

& &

Service Category:

Beginner Level Activities
Similar purpose = Same CR goal
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Beneficiary 
of       

Service

The 3-legged Stool

Tax Investment/Revenue 
Enhancement Philosophy
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Learn to Swim
Cost recovery goal 

= 50%?

&

Masters Swim
Cost recovery goal 

= 50%?
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The Smart Approach to Financial SustainabilityService Area:

Aquatics
Cost recovery goal = 50%



Service Category:

Beginner Level 
Activities

Cost recovery goal = 75%

&

Service Category:

Competitive Level 
Activities

Cost recovery goal = 100%

Service Area:

Aquatics
Cost recovery goal = 50%
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Common Good
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Individual Benefit
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BREAK
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How would you define 
“common good” for Corona?
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common good
[k̍ämən g̍u̇d]
essential, community-wide interests, far-
reaching impact, universal value, access for all
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How would you define 
“individual benefit” for Corona?

individual benefit 
[i̩ndəv̍ij(o͞o)əl]

discretionary, self-interest, limited impact, 
exclusive, access for some 
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Beneficiary of Service        
Model
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Cost           
of       

Service

The 3-legged Stool

Tax Investment/Revenue 
Enhancement Philosophy
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Understanding 
Cost of Service
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Direct costs can be traced 
directly to the provision of a 
service. This cost would not 
be incurred if the service 
ceased. 

DIRECT COST?
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Indirect costs are incurred 
with or without the provision 
of a service. These costs are 
not traceable to a service, 
benefit the system as a whole 
and do not benefit any one 
single service. 

INDIRECT COST?
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Ice Cream Shop

Sell one thing – ice cream cones

• 50,000 ice cream cones sold

Direct Costs

• Ice cream, cones, napkins

• Costs = $50,000 ($1/cone)

Indirect Costs

• Utilities, management, landscaping, 
equipment

• Costs = $100,000 last year
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Calculate cost of service

• Cost of service = $150,000 

• To cover all costs, they need 
to sell cones for $3/each 
(100% cost recovery). 



Chain of Shops

Multiple locations

• Varying revenue by store

• Varying costs by store

Some shared resources 
between locations

• Senior Managers

• Finance

• HR

• Landscaping contract

• etc.
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Cost of service at separate 
location becomes a bit more 
challenging to calculate
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Quality of Life Services
Hundreds or thousands of services offered

Many unique direct costs for each service

Globally shared costs/resources across the 
system (indirect costs)

• Senior Managers, Finance, HR, 
Landscaping, etc.

Location based shared costs/resources

• Facility maintenance, Utilities, Custodial, 
Front desk staff, etc.
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Transformation From
Beneficiary of Service Model 

to
Financial Sustainability Strategy
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Financial Support & 
Sustainability Strategy

2021-2023

PARKS & RECREATION

*Inclusion is a federal mandate of the Americans with 
Disabilities Act (ADA) and therefore, must be fully subsidized 
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FINANCIAL 
SUSTAINABILITY 

STRATEGY

2022-2024
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Parks, Recreation & Library
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BREAK
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Beneficiary of Service 
Exercise
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Take 15
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Take 20
with your colleagues
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1. Share your ranking with one another

2. Why did you make the placement decisions you did?
3. After hearing other perspectives, would you change any of your rankings?
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Thoughts? 
Insights?
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-Schedule a staff Beneficiary of 

Service work session 

-Synthesize the results of  

commission and staff results

-Design the Department’s 

Beneficiary of Service Model 

drafts

-Cost of service work continues
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jsabbach@110percent.net
www.110percent.net

fbuller@110percent.net
www.110percent.net


