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Background

Balboa Park occupies 1200 acres in the City of San Diego, California and is among the nation's
largest urban cultural parks. Its cultural features, which include fifteen major museums, several
performing arts venues, gardens, and the San Diego Zoo, attract almost 14 million visitors
annually. In addition to its cultural attributes, the Park provides numerous recreational amenities
including golf, tennis, swimming, and other indoor and outdoor sports in addition to play areas
and picnic facilities. The Park is administered by the City of San Diego through the Parks and
Recreation Department and policy guidance is provided by the San Diego Park & Recreation
Board and the Balboa Park Committee. Funding for the Park is provided through the city’s
general fund, various enterprise funds, Transit Occupancy Taxes, state bond funds, and private
organizations.

The Legler Benbough, The Parker Foundation, and the San Diego Foundation (The Foundations)
have been major contributors to the Park and its institutions for many years, and they have a
longstanding interest in efforts to address the Park’s deferred maintenance and unfunded capital
improvements. The Foundations requested the Keston Institute for Public Finance and
Infrastructure Policy at the University of Southern California to prepare this background paper to
present an overview of funding and management options for the improvement and maintenance
of Balboa Park and possible models for their implementation. The report was to identify and
discuss potential options for leveraging available city funding for the park including alternative
governance options and involvement of the private sector. This report presents the results of that
effort, discusses various options to enhance investment in the physical assets of Balboa Park and
their potential policy implications, but does not offer any specific recommendations for action.

Findings and Conclusions

The administration, funding, and financial structure of Balboa Park have not met
maintenance requirements or provided significant new investment or improvements.

Past funding of the Park, the number and cost of approved but unfunded projects, and the
current, well-publicized financial difficulties of the City of San Diego strongly suggest
that the City is unlikely to be able to appropriately maintain and make necessary future
investments in the Park as it is presently organized and funded,

A long-term solution for Balboa Park must holistically address the linked issues
of governance, planning, and finance.

The development of recommendations for the Park’s governance and administration is a
critical first step in the review process. Whether based on a more centralized and
accountable form of public administration, a public-private partnership, or some other
model, the implementation of a comprehensive and transparent system of governance that
provides improved efficiency, creditworthiness, and accountability will be necessary to
attract increased investment.

= Governance decisions will determine the framework of Park administration and
define a revitalized planning process.




* The planning process must embrace all stakeholders, generate a clear vision for
the future, and produce a product that allows for effective park leadership and
decision-making.

» Financial stability—including increased revenues for maintenance and new
investment—can be achieved only when the public is satisfied that a functional
and efficient governance structure and a visionary yet achievable plan are in
place.

Subsequent to the implementation of governance decisions, improved planning and an
effective framework for identifying and allocating funds—a vital, coherent Master Plan
and a realistic Capital Improvements Program—are absolutely necessary for effective
Park management.

* The ultimate governing entity for Balboa Park, in conjunction with the Park’s
many stakeholders, needs to reexamine the Park Master Plan for Park to
determine if it remains feasible under current and anticipated financial
circumstances and that it includes a clear vision for the future.

= A Capital Improvements Program (CIP) should prioritize needs and identify
specific potential revenue sources and pragmatic strategies for their effective use.
An updated CIP that identifies needs and potential sources of funding and sets
clear priorities for park development is long overdue. Options for raising new
revenue or strategies for investment will depend upon the governance structures
adopted.

Fiscal Conditions in San Diego

The City of San Diego has been under fiscal stress for many years. As a result, services or
projects not deemed essential have been funded at reduced levels or not at all. Despite an
aggressive program of organizational streamlining and Business Process Re-engineering begun
in 2006, the City’s fiscal condition is expected to remain guarded for years to come. This is
likely to have several limiting effects on the availability of City funding for Balboa Park. First,
general fund revenues will probably not be adequate to make noticeable inroads into the
maintenance and repair (M&R) backlog. Second, even when the City’s fiscal condition improves
to the point where it will be feasible to re-enter the municipal debt market, there is no guarantee
that voters will approve bonds in the amounts and on the schedules necessary either to address
the M&R backlog or fund capital improvements. Recent City experience with tax measure
initiatives has indicated reluctance on the part of voters to increase current taxes or approve new
revenue sources. Finally, there is considerable anecdotal evidence that private donors or
foundations that might be predisposed to contributing financially to the Park have been hesitant
to do so out of concern that funds donated to the City for park purposes could be reallocated to
other programs. This concern could also spill over and affect the willingness of voters to approve
new funding mechanisms or dedicated funding sources for the Park. Whether this concern is
justified is irrelevant. If it has the potential to cause donations to be withheld or dedicated tax
measures to be defeated, it becomes a de facto reality that must be addressed together with any
discussion of alternative models for governance or finance.




San Diego is not unique in being constrained from addressing the fiscal needs of its iconic park
resources. New York City, St. Louis, Atlanta, and Houston among other U.S. cities have all
faced similar challenges and although the unreliability of funding was a factor in all cases, the
issue of how the Parks were managed and funds raised, allocated, and spent (i.e., governance)
were equally important. For this reason, governance and finance issues and options associated
with Balboa Park will be discussed separately

The Master Plan and Capital Improvements Program

Before increased revenues and alternative funding models for Balboa Park can be identified and
cultivated, a framework for identifying and allocating how funds will be raised and spent must be
developed. This framework consists of two distinct but equally important parts, the Master Plan
and the Capital Improvements Program or CIP. The Master Plan translates the goals and
objectives for the Park into the physical manifestation of the various elements necessary to
achieve those goals. Master Plans are typically long-range documents, often covering periods of
10 to 20 years. However, they frequently lack discussion of implementation mechanisms. The
CIP addresses impiementation, identifying capital projects (new constructions and major repair
and renovation), sequencing the projects over a multi-year planning horizon (typically 4-6 years),
and describing options for financing.

The park master planning process varies by jurisdiction but generally the Master Plan provides a
basis for decision making regarding the management, development, and use of the Park. It
generally consists of a management element which establishes the purpose(s) of the Park,
describes existing conditions and constraints, and details the desired visitor experience and how
to manage visitation. It also includes a Development Plan that serves as a blueprint for
development and describes the planned park elements, identifies design concerns, and illustrates
the general location of existing and proposed facilities.

The Capital Improvements Program (CIP) identifies how the Master Plan will be implemented,
prioritizes projects, and projects cumulative cash requirements for capital improvements,
maintenance and repair, and operations for the multi-year planning period. It identifies the
sources of revenue over a period of time, and provides the longer term view necessary to match
expected revenue to projected needs. The CIP is not a “wish list.” To the contrary, it is the
mechanism that links the desired and the possible. A typical CIP process is shown in Figure 1.

The context and purpose of every park is unique and constantly changing, as are its challenges
and problems. As a result, the master planning process must be dynamic, allowing for flexibility
as situations and circumstances change. Periodically, the master plan must be reviewed to
determine if it continues to meet the needs of the City and its citizens. This includes reassessing
the overall goals and the feasibility of achieving those goals. This requires an evaluation the
condition of built facilities, and an examination of the long range vision for the Park and its role
in the community. Such comprehensive reviews should occur at least every 10-15 years but
could occur sooner if circumstances warrant. The Master Plan can be inspired and can set forth
ambitious goals, but at the same time it should be within the realm of the possible and in line
with the expectations based on the parameters of the CIP. If it is not, it becomes superfluous.
Consequently, a major review and revision of the master plan should follow basic decisions
about administration and financing,.
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Figure 1: Typical Capital Improvement Plan Development Process

Major Sources of Park Funding

Capital improvements in public parks are typically funded from a combination of sources
including direct transfers from the general fund, sales and special taxes, enterprise revenues from
admission fees, ground rents, vendor concessions, parking, etc., grants from the state and federal
governments, and private foundations, and general obligation and revenue bonds. The Capital
Improvements Program developed as part of the City of San Diego Fiscal Year 2008 Proposed
Budget lists more than 12 separate funding sources for Balboa Park capital improvements, some
of which are shown in Table 1. For many projects, no source of funding was identified in the
CIP. The need to tap into so many different funds to complete projects is indicative of the
fundamental weakness of Balboa Park’s finances. Simply put, the City is unable to reliably
connect needs and revenues on a multi-year basis to address the unfunded backlog of
maintenance and repair and other capital improvements at Balboa Park.

The obvious solution to inadequate funding is some combination of increased revenues and
reduced expectations and expenditures. According to a press account, the city has identified
$102 million in unfunded repairs and an additional $157 million to complete priority projects in
the Park's master plan.' Needs this massive can only be addressed through a robust mix of
master planning, capital improvement programming, and budgeting which can separate that
which is truly needed from what is merely desirable and prioritize, schedule, and finance the

' “Park model could work for Balboa, official says,” by Jeanctte Steele, San Diego-Union Tribune, June 21, 2007,




work. On the revenue side, the question becomes how many options reasonably exist to raise
funds needed to complete this work or to secure additional partners to participate financially in
park activities,

Balboa Park Historical Project California Tower
Balboa Park Historical Project Casa Del Prado
Balboa Park Historical Project Museum of Art
Capital Outlay Fund/Sales Tax

Contributions from 100 Fund

Golf Enterprise Funds

Infrastructure Improvements Fund

Mission Bay Revenues

Private Donations

Public/Private Partnership

Regional Parks Infrastructure Fund

Transient Occupancy Tax

Table 1. Multiple Funding Sources for Balboa Park Capital Projects
(source: City of San Diego Fiscal Year 2008 Proposed Budget)

This report does not make any attempt to determine how much of the pending capital projects are
required or to make recommendations for prioritizing them. However, for discussion purposes, it
is certainly arguable that the lower bound of capital improvements over the next ten years would
be in the neighborhood of $150 million to $300 million. Therefore, over 10 years, the capital
needs of Balboa Park are on the order of $15-$30 million annually. This is certainly a
conservative range as it does not include revenue needed for maintenance and operations, or
underlying infrastructure needs such as water and sewer system improvements.

There are three primary ways to finance major capital improvements through the public sector:

= “Pay as you go” — current revenues from sales and other taxes, general revenue,
and user fees

= Debt - selling bonds or notes backed by “full faith and credit” of government,
including property taxes {general obligation bonds), or by user fees and other
revenue streams (revenue bonds)

= Intergovernmental transfers — grants from one level of government to another

Table 2 summarizes potential funding sources for a Balboa Park capital improvements program.
In light of the magnitude of funding required, debt financing would normally be the method of
choice to attack Balboa Park’s capital requirements. However, given the poor credit rating and
high existing debt of the City, pay-as-you-go funding may be the necessary choice unless park
governance and administration is significantly altered.

In any case, significant new revenue streams in the form of new taxes or user fees will be
required to address the Park’s capital investment backlog. To the extent that grants in aid or




private donations can offset some of the costs, these sources should cettainly be utilized, and
there are various ways in which nonprofit entities can be integrated into park management and
decision-making to facilitate this. Another possibility is to develop Public-Private Partnerships
(PPP), wherein the private sector agrees to provide certain services that can offset some
operations and capital costs.

Alternative Public Sector Park Administration

The creation of new, independent governmental entities, including special districts or authoritics
(including joint powers authorities), has been a major strategy for public financing and
management of parks in California and throughout the country. They are particularly popular for
regional park systems in metropolitan areas that encompass multiple jurisdictions or
unincorporated areas, but they can also operate as independent agencies separate from but
corresponding with a single city or county. While Balboa Park is owned and operated directly
by the City of San Diego now, there is a good case to be made that other jurisdictions that benefit
from the Park should contribute to its funding and should also take some responsibility for its
administration and management. According to survey of 2000 park users, about 25% of park
users are from the City of San Diego, 45% are from San Diego County outside the City, 11% are
from elsewhere in California, 15% are from States outside of California and 4% are from outside
of the United States.” Visitation statistics are just one indication of Balboa Park’s role as a major
public asset—the benefits of its improvement and maintenance will accrue to the residents of the
entire region through tourism, property value increases, and various environmental and health
benefits.

The creation of a new, independent entity would allow for the incorporation of a broader set of
stakeholders into the decision-making process for the Park, broaden its funding base, and
facilitate the improvement of park administration. Currently, Balboa Park is administered by the
San Diego Department of Parks and Recreation as one of many local and regional parks and
other recreational facilities. The responsibility for different aspects of park administration and
infrastructure stewardship are assigned to a number of different departments and entities. The
complexity of this administrative structure leads to opaque accounting, redundancy, and
management responsibilities that often overlap or fail to address an issue at all. This complexity
hinders clear accountability, coordination within the park, the development and implementation
of plans and priorities, and operational efficiency. Conselidation of its administration into a
single-purpose entity would centralize management for efficacy and accountability and help
improve transparency. It could also increase the confidence of potential benefactors and voters
that increased funding for Balboa Park would be used effectively and efficiently.

The California Public Resources Code provides for the creation of locally-controlled Recreation
and Park Districts by one or more cities or counties.’ A park district would be an independent
entity with its own appointed or elected directors who would represent San Diego as well as
surrounding areas. Such an agency would consolidate and simplify the administration of Balboa
Park, and facilitate improved relationships with community groups and benefactors.
Traditionally, park districts are funded with special property taxes levied by benefit assessment

? FNumbers based on Benbough Foundation survey]
3 Parks, Progress, and Public Policy: A Legislative History of Senate Bill 707 and the 'Recreation and Parks
District Law’ California Senate Committee on Local Government, 2001,




districts that require the approval of two-thirds of property owners which is often difficult to
achieve.

When multiple government jurisdictions are involved, another possible way to create a new
public agency in California is to incorporate a Joint Powers Authority (JPA), as was done for
the development of the San Dieguito River Park®. JPAs have been used for a wide variety of
public purposes in California, though their adaptation for parks is relatively new. They can be
created though the voluntary agreement of existing governmental entities under the California
Joint Exercise of Powers Act. This law allows the founding agencies to endow a new agency
with some of the powers that they have at their discretion, establishing provisions for its
governance and deciding its functional limits in the process. A JPA is a separate and
independent entity with is own board of directors to be appointed as agreed by its creators. Once
a JPA is incorporated, it can employ staff, enter into contracts, own property, and establish
policies independently of the founding government agencies. A JPA can help foster
intergovernmental cooperation and can sometimes benefit from the support of multiple
constituencies. If such an agency is created through an agreement with the City and County of
San Diego, it can be expected that both entities would contribute funds for its capital programs
and operations.

A park district or JPA could improve park management and administration by centralizing
decision-making, allowing for more effective planning, empowering an experienced executive,
and encouraging greater accountability. These agencies are eligible for the same governmental
grants and subsidies as city park departments. A JPA would also have the important advantage of
being able to issue revenue bonds based on its own credit profile as an independent agency,
absolving the city from potential debt burdens and facilitating the financing of capital
improvements. Under this sort of management, park administration would remain public. But
like other governmental agencies, these entities can make contracts and form partnerships with
the private sector.

There are many examples of independent public agencies operating major park systems
throughout the country that have characteristics similar to a JPA or a recreation and park district,
including the Chicago Park District, Philadelphia’s Fairmount Park Commission, the
Minneapolis Park and Recreation Board, and Oakland’s East Bay Regional Park District.

Nonprofit Groups and Public Parks

In response to funding shortfalls and other failings of municipal park management, nonprofit
groups are increasingly becoming involved as co-managers of a single park or entire urban
systems. These groups work with the local parks department in a number of ways, from jointly
sharing oversight of planning, design, and construction and maintenance, to providing staff and
funds for these functions, to taking over full responsibility for management and operations of the
Park. The Central Park Conservancy in New York is perhaps the best known model in the U.S.

* The San Dieguito River Park Joint Powers Authority was formed as a separate agency on June 12, 1989, by the
County of San Diego and the Cities of Del Mar, Escondido, Poway, San Diego and Solana Beach. It was empowered
to acquire, plan, design, improve, operate and maintain the San Dieguito River Park.




for nonprofit co-management’ while The Bryant Park Corporation, also in New York is an
example of a private management model.

With the exception of the ability to tax, the funding of nonprofit park organizations mirrors in
many ways that of the public parks organization. In addition to direct governmental transfers or
subsidies, these sources include private donations, foundation grants, operating concessions, and
interest from investment or endowments. The report Public Parks, Private Partners, developed
by the New York-based Project for Public Spaces, Inc., lists local foundations, and private
individuals and corporations as the most likely and primary sources of funding for nonprofit park
management organization. These groups typically operate in a tax-exempt status under Section
501 {c) (3) of the U.S. Internal Revenue Code. Probably the most famous example of successful
nonprofit urban park management in the United States is New York City’s Central Park
Conservancy. The Conservancy has contributed more than $450 million dollars since 1980 to
revitalize the historic park, and began participating directly in its management in 1997. The City
of New York contracts park maintenance to the Conservancy for an annual fee, and the
Conservancy works in collaboration with the city in planning, contracting, and investment
decisions. Similar relationships have been developed in urban parks throughout the country in
recent years, many of them based on the Central Park model. They include Forest Park in St.
Louis, Missouri, Hermann Park in Houston, Texas, and Prospect Park in Brooklyn, New York.

Public Private Partnerships

Public Private Partnerships (PPP) have received increasing attention in the U.S. as a means of
procuring services traditionally provided by the public sector. A PPP is a contractual agreement
between a public agency (federal, state or local) and a private sector entity that can be drafted to
insure that specific public concerns are addressed and that restrictions are placed on the private
partner to be sure that the public interest is served and protected. Through this agreement, the
skills and assets of each sector (public and private) are shared in delivering a service or facility
for the use of the general public. In addition to the sharing of resources, each party shares in the
risks and rewards potential in the delivery of the service and/or facility ®

There are a range of models for public-private partnerships that progressively engage the
expertise or capital of the private sector. “Contracting out” represents one end, where the private
sector delivers traditional public services. At the other end, there are arrangements that are
publicly administered but within a framework that allows for private finance, design, building,
operation and possibly temporary ownership of an asset. Public-private partnerships are not
"privatization" which is the case when a specific function is turned over to the private sector and
the public sector is responsible only for regulatory control.

For example, several municipalities across the country (including cities in California) have
contracted out golf course operations to the private sector with reported cost savings and

* Public Parks, Private Partners. Project for Public Spaces, Inc. 2000.
8 National Council on Public Private Partnerships, http://ncppp.org/howpart/index shtml#define. [November 16,

2007]




improvements in operations.’” Los Angeles contracts 16 out of 19 courses and of these 16
courses, nine are leased to small firms or groups of individuals (mostly local golf pros) and the
other seven to larger management firms. Detroit and New York have also leased out municipal
course primarily because of their financial inability to make capital improvements.
Improvements in course conditions have been reported and in these cities no municipal workers
lost employment. They were either hired by the contractor or transferred to other city positions.

Terms of Reference

The following terms refer to commeonly used partnership agreements although this list is not
exhaustive®;

Design-Build (DB): The private sector designs and builds infrastructure to meet public
sector performance specifications, often for a fixed price, so the risk of cost overruns is
transferred to the private sector. (Many do not consider DB's to be within the spectrum of
P3's).

Operation & Maintenance Contract (O & M): A private operator, under contract,
operates a publicly-owned asset for a specified term. Ownership of the asset remains with
the public entity.

Design-Build-Finance-Operate (DBFO): The private sector designs, finances and
constructs a new facility under a long-term lease, and operates the facility during the term
of the lease. The private partner transfers the new facility to the public sector at the end of
the lease term.

Build-Own-Operate (BOO): The private sector finances, builds, owns and operates a
facility or service in perpetuity. The public constraints are stated in the original
agreement and through on-going regulatory authority.

Build-Own-Operate-Transfer (BOOT): A private entity receives a franchise to finance,
design, build and operate a facility (and to charge user fees) for a specified period, after
which ownership is transferred back to the public sector.

Buy-Build-Operate (BBO): Transfer of a public asset to a private or quasi-public entity
usually under contract that the assets are to be upgraded and operated for a specified
period of time. Public control is exercised through the contract at the time of transfer,

Finance Only: A private entity, usually a financial services company, funds a project
directly or uses various mechanisms such as a long-term lease or bond issue.

Concession Agreement: An agreement between a government and a private entity which
grants the private entity the right to operate and maintain a publicly-owned asset in
exchange for a fee. Although ownership usually does not transfer, certain rights of
ownership may.

7 Segal, G.F., A.B. Summers, L.C. Gilroy, and W.E. Bruvold. Streamlining San Diego. Achieving Taxpayer Savings
and Government Reforms Through Managed Competition. San Diego Institute for Policy Research and Reason
Foundation. September 2007.

% The Canadian Council for Public Private Partnerships. http:/www.pppcouncil.ca/aboutPPP_definition.asp.
[November 16, 2007].




01

weisoly sjuswasoxduwy [eyde)) yre voqreq e pung o) suoudo 9jqIssod 'z s[qel.

JUBLLISSAUL U LINJSI pue Alaaodal 1500 ||n) aptacid jey)
soa} ob1eyo |Im Aue 101088 sjeaud e Ag papinoid S30IMEG

{Bunpied ‘job) sadiaes Buipiacid
IS 8liym sxoog Al O SUDHOUNY LUIBLISI SA0LW PIN0D

sdiysisuped SieAL-odqhd

soe|d Ul snjonyis Juswsbeuew yied JUBLIND YiIm ued
eaqleg o} payebie) seinosal yum AlD sniue 0) soueonjas
‘usyepspun aq ues jey; spoefoid Jo sadAj Jo suoneyr

“diysiauned 1o uogessIuILpE
woud-uou o} yiys Aq psbeinosus Ayunuuios Jouop
pabebua pue Bulim ‘ssoueuy A0 Jordul 10U Ss0(]

uohesiuILLpY 1youd
-LUON/SUOREUO( PUE SlUBIL)

NOILYYLSININGY HO103S FLVAIY OL A78YNINY STOHNOS INNAATY

Ay oYy 10) UolIW £ ~ P1 ‘|ercidde JejoA ¢/ Saanbay

sallelsljauaq Jo aseq
peoIq J8A0 SjuawsAosdLul JO S1S0D peaids pinop

SlUSLUSSasSY [BIDadg

"[elA Ageunoooe pue
Aousiedsues) ssnuoyne olgnd paismedwse Apienbape pue
Jusjedwos Aq Buioyuow pue ybisianc Jueoyiubis ssinbay

Allqixsly pue aAzeiiul 10109s

alignd Isieaib 1o} smojje pue uopensiuiupe yied
pazienusd ‘A)iIgeIunodde saseaiou) Joulsip [e1nads
1o Asoyine o11gnd jo uones:s edes pue deaydn
S} Ul )jed oy} jo siasn abebua Ajoalip pinopa

S99 19s()/Spuog shuanay

NOLLYHLSININGY DI19Nd ¥IHLO OL I19YNINY SFOUN0S ANNIATY

UolepA ipeag aaebenN ‘papusdsng slood B plepuelg -
anebaN uolem buney +gag sbuney yoyy -
YooRnQ sAlefaN oy :90IBS SI0iSaAL] SAPOOR .
(2002 'yotely jo
se) sBuijes puog uonediqQ |esouag U1 JSOLUL Y| — PBlES
Apood siygep AnD ispuog 09 o [eacsdde 1ajon aiinbal pinop

(anssi

puog uoljiw ggg ue o) 8a1Ass Jgap Aed pinod Jesk
Jad uo)|iut g¢) papasu aphyubew ay) jo weiboid

e axeuspun o} [eydes jueaiubls sanpoud o} [enuslod

spuog uonebigo [elausn

sjusaaosdil
papasu 1ayjo yum uoniadiuiod Ul ag pinom sioafold yieq

suonngUuaD
yseo o} pesoddo se pup-ul sonpoud pinoa ‘ysusg
pe0.Id SASAUOD JBU) 83IN0Sal UBgIn ue Jo poddns

ul A0 a3 vt spoefoud asn-gnLu pue [E1RJaWmo

se Yons Juswdojanap sjeand pajos|as obefua pinopa

sUoHoEXT Juswdolana(]

S8seaIoU) Xe) 0] aouelsisal ‘[eAoldde Jejoa annbas pinop

aoe(d Ul Apealje LWSIUEYDSW UoIIoa|lod (UoHjiw
8% ~ $1) anusass Jueosyubis asiel 0] feRualod

xe AouednooQ Juaisuel |

S8SBaI0U) Xe)} 0} 20uB)SISal ‘[eacidde Jejoa ainbayl pinops

a0e|d ul Apeaile wsiuBYoaW UoO3}02 (oKW
8% ~ $%) enuanal jueoyiubls asiel o} jerualog

Xe} ssjeg

NOLLVHLSININGY ALID QINNILNOD OL 319¥NINY SI0HUNOS ANNIATIY

sabejueapesig

soebejuenpy

sSpund o asinog




Table 3 presents financial information for some of the California conversions.

Descriptive Information Revenue
Couree Name city Last Year Public o;F; ;’;’a“‘tt; | 199596 Fiscal
Pubfic Operation (first year) Year
El Dorado Long Beach FY/83 {68,918) 201,087 609,714
La “g;?j‘::ee"‘f Los Angeles FY/81 155,547 182,558 1,008,537
Los Verdes Los Angeles FY/81 94,553 56,412 1,187,307
Mountain
Meadow l.os Angeles FY/88 569,233 708,704 1,407 377
Rec Park 18 Long Beach FY/83 126,249 201,087 690,532
Rec Park 9 Long Beach FYi83 24,403 67,029 187,155

Table 3. Revenue Comparison for Selected Golf Course Conversions

Figure 2 depicts how the level of private sector involvement and risk vary for different type of
partnering arrangements.

Degree of Private Sector Risk

PPP Models
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Figure 2. The scale of public-private partnerships
(Source: The Canadian Council for Public Private Partnerships)
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Conclusions

There is no question that Balboa Park and the City of San Diego are at a crossroads. For various
reasons, the City does not have the financial ability to make the capital investments necessary to
maintain the Park as the world class urban amenity and tourist atiraction that it has become.
Inaction, however, is not an option. Absent significant investment, the Park’s physical plant is
likely to deteriorate to the point where it can no longer serve the demands of its visitors or the
needs of San Diegans. Our recent national experience with infrastructure has shown that once
this tipping point is reached, the pace of additional decay and loss of amenity accelerates.

This short paper has tried to demonstrate that there are viable options, both for finance and
governance. Despite San Diego’s poor credit rating, the potential exists to derive significant
additional revenue through the taxation process. These revenues could be used to underwrite
bonds to address the most urgent and costly projects. Increased park fees also could be
harnessed for the same purpose. Neither of these options is liable to be popular but that should
not preclude their consideration. At the same time, the opportunities to capitalize on the
generosity of a concerned and active citizenry should not be overlooked. Across the nation,
private philanthropy has been the salvation of America’s urban parks and Balboa Park has
already benefited to some degree. Finally, there is a role for the private sector to provide
services that are not central to the core mission of the Park, increasing the overall resources
available for investment in new and improved facilities and providing for adequate maintenance.
Although daunting, the Park’s financial condition is not unsolvable. Hard times call for hard
choices but a sufficient number of options exist to develop a workable financing plan.

Financing alone will not ensure the Park a sustainable future, however. Serious doubts exist
regarding the current park management structure and these must be addressed if there is any
hope of engaging the citizenry and the donor community. This paper has briefly mentioned
some of the successes that other cities have achieved by partnering with the nonprofit sector.
There is an extensive literature on this topic and there is nothing that would preclude San Diego
and Balboa Park from pursuing a similar approach. At the same time, a Joint Powers Authority
could be created that would provide for independent management of the Park while retaining
primary decision-making authority in public hands. The primary benefit these models bring to
park management is a firewall between park financial resources and the financial needs of the
host city. Without such a firewall in place, doubts and concerns will cloud all decisions and very
likely lead to negative voter reactions to tax and fee proposals and continued reluctance on the
part of private donors to contribute to the Park. In addition, a successful park governance
program must provide an effective and transparent planning and decision making process, clear
lines of authority and responsibility, mechanisms for ensuring the availability of adequate funds,
and improved processes for procurement, contracting, and project management, If a decision is
made to effect real change what has been accomplished elsewhere can be duplicated in San

Diego.
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