Public Sector Recommendations

Probably more than other health service providers discussed in this report, the public sector organizations need to begin with educating the public and political leadership about their role in servicing the disadvantaged of North Carolina.  More efficient funding strategies cannot be created without strong support in both the local governments and the General Assembly.

National

Capital Support

Operational program funds and grants, whether from government sources or grantmaking foundations, should recognize and fund capital support to a greater extent.  Currently some programmatic funding allows for debt payments to be included as part of programming costs.  However, program funds typically cannot be used for facilities-related projects even for expansion or renovation necessary for the funded program or project.  Although the local health departments, which have been forced to turn down programmatic funding for a lack of space, raised this issue, it is a problem for any organization that uses grants and government programming funds.  

There must be recognition on the part of funders that operational programs cannot happen without facilities and infrastructure.  Capital support could take the form of a small percentage of the operating grant allocated to fund maintenance reserves, start-up working capital, or costs directly related to necessary expansion or renovation for the program.

Collaborations/Advocacy

In the public sector, advocacy and education of the public and political leadership is a critical step.  Education requires the united efforts of public and mental health officials, interest groups, researchers and community development leaders.  In North Carolina advocates for improved services for those with mental illness have been very successful at using coalitions to increase funding to mental health services.  Throughout the country public health departments are looking to the future and strategizing which services to provide and optimal service delivery practices.  The public health community in North Carolina, as it struggles with these same issues, needs to articulate its mission and contributions to both the local community and the state.  Government funding patterns will not change without an increased awareness of the roles of mental health and public health services.

Initial collaborations and advocacy could be directed toward:

· Exchanging information between states about tax-exempt financing to share knowledge, experiences, and best practices.

· Developing an economic model to demonstrate outcome measures related to capital projects.

· Expanding HUD guarantee programs for use in tax-exempt financing.

North Carolina

Tax-exempt financing

Many of the organizations studied in this needs assessment are eligible for tax-exempt financing through general obligation (G.O.) or revenue bonds.  Tax-exempt financing is attractive because of the lower interest rate charged.  The interest rate for taxable bonds could be 1-3% higher, increasing the cost of financing by 20-30%.  The State Treasurer’s Annual report for Fiscal Year 1997-1998 reported that local government General Obligation bond sales had rates averaging almost half a percent below the national Bond Buyer’s Index, which ranged from 5.53% to 4.96%.  Under a special loan program outlined in the next section, the average rate was 7.25%.  However, the transaction costs are greater for tax-exempt financing where fees can be as high as 4-5% compared to 1-2% for nongovernmental financing.

Many obstacles stand in the path of tax-exempt financing:

· Aversion of county governments to issue debt and nonprofit organizations to use debt

· Limited public support for health departments and mental health services

· Relatively small projects over which to spread the transaction costs

While the first two obstacles require a strong advocacy and education effort, the third calls for a new financing mechanism.  The survey findings showed the following median project costs for facilities-related projects:

	
	Median Cost

	Public Health Departments
	$550,000

	Mental Health Services
	$1,000,000


Tax-exempt financing can be prohibitively expensive for projects under $2 million.  Even other avenues, such as lease purchase contracts or lease purchase agreements, are feasible only for projects greater than $250,000.

