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The Oregon State Parks and Recreation Commission has been engaged in doing
long term business planning for the state park system. They have focused on
developing a greater understanding of how the park system functions and what
financial opportunities and challenges are likely over the next ten years. The
Commission has reviewed the current business model; the relative mission impact
and economic viability of various park system activities; the ways in which the park
system creates value and wealth for the state; and projections of future revenues
and expenditures. A number of strategies have been examined and refined about
how best to sustain the park system and to continue and improve its valuable
contributions to the state economy and to the quality of life for Oregonians. These
are summarized in a set of policy directions in the following areas: service delivery,
park system maintenance, park system enhancement, workforce maintenance, and
park system funding. This park system plan summarizes this work, and is intended
to be used to guide investment, decision-making, and staff effort. The state park
system generates significant wealth and value in Oregon, and good decisions today
can keep this source active and contributing.

Although the Oregon state park system has enjoyed a national reputation for

its quality parks, it is facing an uncertain financial future due to rising costs and
declining revenues. The Commission undertook a strategic planning effort to figure
out how best to invest limited future funding as well as how it might beneficially
improve the business model.

The story line of the park system is how it developed as a statewide effort
representative of the state as a whole and how it became broadly supported by
Oregonians. During the period from 1920 through 1989, state parks were started
up and built into a comprehensive outdoor recreation system under the state
highway commission. Visionary state leaders responsible for the state highways
realized that Oregon meant more to Oregonians than simply a great road system.
They cadged together a portfolio of great places-to-go, but did so with limited
spending and as possible, as opportunities presented themselves. This long period
of beginning transitioned in 1990 when the department became a unique entity of
government with a focused mission around the provision of state parks. From 1990
to 1998, the agency gained respect across the state for good service on a shoestring,
but the burdens of a long period of capital investment and development began

to reveal themselves as major maintenance of the highway commission’s legacy

had to be deferred in order to provide service to visitors. During the next decade
from 1999 to 2010, the park system enjoyed better funding through dedication

of a small proportion of state lottery proceeds to its maintenance, enhancement,
and operation. Unfortunately, this funding source was gradually eroded by

various budgetary diversions during this time to such an extent that, together

with simultaneous growth in the cost of the workforce, the cost of services, and of
supplies, the park system is again faced with difficult choices.

Today, the department realizes that there are hard limits not only to how the park
system can be further improved to meet future demand, but also to the extent
that prior investments can be sustained with necessary levels of maintenance and
operations. The acquisition and development of state parks in the past had not
necessarily been done with a strongly realistic understanding of the ongoing costs
to take care of what was created and provide the level of service that is expected by
and acceptable to Oregonians. This planning effort starts the difficult process of
reflecting on the situation and right-sizing the park system to put it in a condition
where it can continue to contribute positive value to the state.
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Oregon’s state park system exists in a support role to the primary industry clusters
in the state. It does this by contributing to a key driver of state prosperity — “place.”
Along with other components of the state economy, the park system contributes

to the quality of life in Oregon by protecting and providing great places to go.

This quality of life attracts and retains talented people. Many of the values that
Oregonians expect and desire for their quality of life coincide with the values

that are basic to the park system: natural beauty, open space, great places to go, a
sense of community, active involved neighbors, thriftiness, independence of self,
environmental quality, a sense of familiarity, and participation with family.

Other Providers

Numerous venues exist along with the state park system that contribute to this
aspect of the state economy. These include a variety of primary destination “markets”
represented by other parks, historic sites, golf courses, and zoos, as well as wineries,
libraries, resorts, and stadiums. These other types of businesses typically target
different audiences than the state park system, and in fact, the system functions in a
highly complementary fashion where the existence of a state park helps draw visitors
to a locale or region to experience a multitude of available offerings.

The other park providers alongside the state park system are federal lands, other state
lands, county/municipal/recreation districts, adjacent state park systems, and private
for profit/non-profit park providers. Potential park visitors make a choice on where
to go for any given weekend based on their perception of various attributes such as:

* Quality and quantity of park resource attractors;
* Amount and capacity of support facilities;

* Level of service provided;

Presumed safety and security;

¢ Affordability of direct and indirect costs to park visitors;
* Accessibility and proximity to users; and

* Freedom from rules.

The state park system’s approach to these factors has developed a certain base of
visitors distinctive from the other providers. As other states park systems with similar
visitor bases invest less in their park systems due to other social priorities, the extent
to which the Oregon state park system continues to be favored on these attributes
will determine whether its market share increases or not.

Trends

Trends related to the external business environment include a number of both
adverse as well as advantageous possibilities. Major adverse trends that may constrain
the park system in the future are:

* An aging visitor base;
* Increasing visitor travel costs;

¢ Electronic media ascendance in use of leisure time;

Shifting wealth through privatization; and

* Competition for public support funding.

EXTERNAL
BUSINESS
ENVIRONMENT
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. . . the park system
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protecting and providing
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These adverse trends are balanced by those favorable trends that may work to the

advantage of the state park system, including:
€€

. . . the state Park * People choosing to live in Oregon;

system s well- * Increasing civic engagement and volunteerism;
Positioned to continue * Rising educational levels and health awareness;
providing good value * Interest in structured recreational experiences; and

D Oregonians I3) ° Diminishing investment in other park systems.

While specific predictions around these trends are difficult or impossible to make,
their consideration is a necessary factor for future investments and business model
adjustments. While the adverse trends may be challenging over the next ten years,
the state park system is well-positioned to continue providing good value to
Oregonians in a “complementary” environment of contributing to a high quality
of life that attracts and retains talented people in Oregon — especially as other park
systems disproportionately reduce investment in the quality of their parks.

INTER N AI- The Oregon state park system and its excellent park staff have been able to generate
good value for Oregonians over the past 90 years with a business model primarily

B USI N ESS dependent on retail park visits. The value created by these park visits has driven a
ASSESS MENT dual revenue stream of earned user fees and public support funding which has been

balanced against workforce, supply, and capital expenditures necessary to deliver
quality park experiences. The challenges of budgetary diversions from public support
funding, increasing workforce costs, and aging facilities have been off-set to some
degree by attracting volunteers, leveraging funding with grants and donations,
making internal adjustments to the workforce, improving internal functions and
processes, and increasing the use and effectiveness of technology.

Mission, Vision, and Values

The mandate for the department is to provide, protect, and enhance areas of
outstanding natural, scenic, cultural, and recreational value in Oregon for the
enjoyment and education of present and future generations. The park system is in
is in the business of the business of protecting the treasures of the state and making them available for
people in ways that do not diminish them, in ways that provide great experiences,
and in ways that contribute to a love, affection, and pride in Oregon. The
ofthe state...” department has adopted a vision for the park system called Centennial Horizon
that describes what it wants ten years hence:

“The park system

protecting the treasures

* Oregon’s most special places are saved;

* People are connected to the outdoors;

* The parks are lasting and sustainable;

* People are learning about Oregon with the department;
* A park system that is built with purpose;

* Many partners contributing good ideas;

* To be doing the important, core activities first; and

* Employees taking care of the park system who love their work.
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The State of Oregon has also been establishing a vision for the future which is
referred to as the 10-Year Plan for Oregon. The park system plays a potential role in
support of each of the six outcome areas of this plan: education, growing economy,
healthy environment, healthy people, safety, and improving government. Its
contributions to the healthy environment outcome area are perhaps the most direct
and potentially significant.

Core values of the park system staff include a basic desire to serve people well, to
be an exceptional park provider, and to always take a positive approach. In serving
people well, the following concerns drive park staff. They:

* Think like a visitor and help each other to do that;

* Keep an eye on things and fix them if they are wrong;

* Make park visits safe, easy, reassuring, and hassle free; and
* Do not offer people a disappointment.

It is a constant quest to live these values, and it means sometimes saying “no” to
requests in order to protect them. In being an exceptional provider, the following

basic thoughts are behind staff efforts. They:
* Enforce limits to maintain quality;
* Contain but accept some degree of impact;
* Keep parks part of communities; and
* Defend future visitors.

These core values are the park staff’s no-huddle offense; they are done routinely
without direction. In always taking a positive approach, the following ideas drive

park staff. They:
* Do the right things even if it hurts;
* Know decisions are unique but make them as consistently as possible;
* Accommodate and allow whenever possible; and
¢ Allow each other to have good judgment.

It is these types of values that are cultural tendencies within the department. They
persist and are passed from staff to staff over time. They are an approach that the
workforce is constantly striving for and trying to achieve.

Value Generation

The state park system, through its existence and operation, creates value and wealth
in Oregon primarily of these types:

* Visitor intrinsic value (importance of park experiences to visitors themselves);
* Visitor economic activity (spending by park visitors);

* Operational economic activity (department spending to deliver the park
system);

* Property value enhancement (increased value of real property near parks); and

* Other values (such as ecosystem services, health, educational, amenity, and
existence values).

“The State of
Oregon has also
been establishing a
vision for the future
which is referred to
as the 10-Year Plan
for Oregon.”
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INTRINSIC VALUE

S106
PER VISITOR

4

$3.65 BILLION
ANNUALLY

State park visitors derive individual benefit from their park experiences which can
be translated into monetary terms. Based on studies of reported payments necessary
for visitors to substitute work for leisure (i.e., 178-211% of wages needed to work
instead of recreate), it was estimated that the average intrinsic value of a visit to the
state park system is $106 (for visitors 16 and older). This equates to a $3.65 billion
intrinsic benefit generated annually for these visitors.

Visitor economic activity is one way that the value of a park experience gets
monetized. Spending for food, fuel, supplies, activity fees, and lodging is a
significant benefit to communities and local economies that are located near state
parks. Each dollar of public support funding that the department spends to deliver
service at state parks yields nearly $17 of visitor spending at businesses within 30
miles, based on recent surveys. This $735 million in annual economic activity
generates the equivalent of 11,600 full-time jobs across the state. The department
captures an average of $0.47 per visit in earned revenues that goes to help cover the
costs of operations and maintenance.

There is an average of 42.8 million visits to the park system each year (+/- 0.6
million). These consist of 2.4 million overnight stays and 40.4 million day trips. The
department generates this visitation through a business model that relies on several
different channels through which value is delivered to people. These are:

* Retail overnight sites

e recreational vehicle sites
* standard tent camping
* alternative camping

e historic inns

* park product sales

* Retail passive day-use sites
® recreation areas

* heritage sites

e natural areas

® rest areas

With the possible exception of rest areas, these are the core business lines of the
department. They vary based on their relative impact to the agency mission and on
their profitability. Preliminary analysis indicates that most state park business lines
have high mission impact, but low profitability from a strictly revenue-generating
standpoint. From an economic activity-generating standpoint, calculations show that
most state park business lines not only have high mission impact, but are also highly
profitable to local communities.

Revenues

The park system relies on a dual revenue stream of earned revenues (i.e., overnight
charges, day use charges, and sales of goods) and public support revenues (i.e.,
dedicated lottery funding, license revenues, grants and donations). The earned
revenue makes up about 30% of overall revenues, and public support sources
provide the balance. Average annual revenues from fiscal year 2007 through 2011
were $64 million (+/- $8 million). A portion (68%) of the dedicated lottery funding
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that comes into the agency goes toward supporting the park system. This has been
averaging $26 million per year and constitutes 41% of the park system revenue
stream. It has been declining recently. Public support to the park system has shifted
over the years from principally the highway fund to general fund, and now to
dedicated lottery.

Since 1999 and the voter-approved ballot measure that dedicated lottery funding

to parks, there has been a gradual addition of costs that were not originally
contemplated. This change in priorities amounts to a total of $212 million since
1999 or approximately $26 million per year. The un-contemplated changes
included the withdrawal of all general fund for parks, assignment of the state fair
debt, the operation of the state fair and exposition center, the transfer of additional
recreational vehicle funding to county parks, the institution of fee waivers to benefit
foster children and disabled veterans, direct funding transfers to other state agencies,
and management of the state capitol grounds. Had these changes not occurred,

the state park system would have instead been able to completely retire its deferred
maintenance of facilities; fully fund ongoing preventive maintenance; acquire,
develop, and staff three new full service state parks like Stub Stewart and ten new
day use or heritage areas like Fort Yamhill; protect and manage an additional 15,000
acres of natural areas; and increase operational level of service from the current 40%
of industry standard up to a 55% coverage.

The increasing necessity of relying on lottery funding for operational costs creates

challenges related to a fluctuating revenue stream. At its peak when the economy was

going great (2007-09), lottery transfers to the department were in the neighborhood
of $50 million per year. In the current biennium, they are projected to come in at
around $40 million per year, and for the upcoming biennium, they are projected

at $39.3 million. This nearly $11 million decline is 17% of the average annual
expenditures used to operate the park system.

Expenditures

On the expenditure side, the state park system breaks even every year. If there are

$64 million in revenues, then there are approximately $64 million in expenditures or

slightly less with contributions to the ending balance. The amount of expenditures
that go into the direct delivery of service is 79%. Major maintenance accounts for
12% of spending, and enhancement including land acquisition averages about

9%. As mentioned, public support funding augments the capacity of the state park
system allowing it to deliver a level of mission impact as well as to generate a degree
of economic activity in local communities beyond what is possible through earned
revenues alone. The cost recovery through user fees for overnight service delivery

is currently about 50%, and it is about 10% for day use. Major maintenance,
acquisitions, and enhancements are entirely funded by public support dollars.

The majority of expenditures (50% in the current biennium) go towards

compensating the workforce for providing approximately 1.1 million hours annually.

Of this, 76% or 700,000 hours is dedicated to the field program with another 9% in

resource programs and 15% in administration and management. Trends within the
park system workforce include a 10% reduction in supervisory management hours
over the past six years. In the current year, 156,000 hours of supervisory time will
support 943,000 hours of staff time and 529,000 hours of volunteer time.

HIGHWAY
FUND

A

GENERAL
FUND

A

DEDICATED
LOTTERY
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Park System Maintenance

The following table gives a best estimate how the gap is addressed

system-wide:

Park System Staff 770,000

529,000
16000
341009
550000

Currently the park system is operating at 40% of the FTE needed to
meet industry standards. Volunteers, contractors, and inmates
reduce the deficit to 28% alleviating the impacts to customer service
and long-term maintenance deferral.

Fig. 1

& An analysis of the lands and facilities of the Oregon state park system, based on
the International Northwest Parks and Recreation Association industry standard,
indicates that to complete all routine maintenance, preventive maintenance,
customer service, and interpretive service should take 1.9 million hours of effort
annually. Park staff currently provides 40% of this effort. Volunteers including
park hosts, friends groups, and individuals, donate 28% of the need. Private service
contracts and corrections work crews each provide about 2%. The remaining 28%
(550,000 hours) is the park system doing without (see Fig. 1). This means that
service levels are reduced in selected parks such that, for example, the standard
number of restroom cleanings goes from twice daily to twice a week, litter patrol
becomes once a week instead of daily, and so forth.

Maintenance of lands and facilities is a critical task for the park system to keep
visitors satisfied. There is a significant asset infrastructure with an estimated
replacement value of $456 million in 2011 dollars (i.e., $208 million for the 1,900
buildings; $63 million for the 600 major utility systems; and $185 million for the
45 million square feet of transportation infrastructure). The park system assets are
aging and in many cases have reached their expected service lives. The average age
of buildings is 35 years, of utility systems is 29 years, and of transportation assets

is 37 years. When park facilities do not get the attention necessary to keep them
operating as designed and in support of functional requirements, work accumulates
that is necessary to bring them back to useful and optimal condition. There is
currently an estimated $77 million in identified deferred maintenance projects (575)
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Deferred Maintenance

A great emphasis was placed on completing the 1999 backlog list, but as those
projects were being completed, additional deferred maintenance kept building.

Value in
Dollars of 2011

Value in
Dollars of

Deferred Maintenance Over Time 1999

Deferred
\ Maintenance in

N\

$140,000,000

$97,000,000  $130,900,000

$120,000,000

1999

$100,000,000 Remaining

\ \ Projects from 1999
\;\\\‘ Deferred

Maintenance in

$25,000,000 $33,700,000

$80,000,000

$60,000,000
$77,400,000

$40,000,000

201
$20,000,000

Projects Emerged

$0 i i
1999 2007 2012 since 1999 List

$43,700,000

=m—0riginal (backlog)

$97,000,000

$44,240,000

$25,304,000

=—=—=Q0riginal/Inflation

$130,900,000

$65,300,000

$33,700,000

—> Emerged Projects

S0

$21,850,000

$43,700,000

Average Estimated
Annual Accrual

$3,600,000

Accrual as % of
Current
Replacement

0.8%

Fig. 2
across the system (see Fig. 2). This translates to asset condition index of 17% (i.e., &
ratio of deferred maintenance to current replacement value) which is considered
a “fair” or “managed care” condition by industry standards. Since 1999, the park
system has reduced its 1999 list of backlog deferred maintenance by $97 million (in
2011 dollars), but has simultaneously accrued an average of $3.6 million in newly
emerged deferred maintenance annually (0.8% of current replacement value).

Considerations

Future considerations related to the internal business include a number of challenges
as well as advantages that could be built upon. Major challenges that may constrain
the park system in the future are:

* Aging facilities and infrastructure;

* Increasing labor and retirement costs;

* Loss of institutional knowledge through retirements;

* Inability to attract and retain qualified and skilled staff;

* Declining morale;

Lack of full cost accounting capability;

Park planning backlog; and

* Limitations of the campground reservation system.
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FINANCIAL
PROJECTIONS

These challenges are offset by several internal advantages which could be used to
move the park system forward in positive ways, including:

A park culture that favors long-term care of the parks;

In-house capabilities of staff support;

e An attractive volunteer network;

* Organization that minimizes transaction costs;

¢ Commitment to maintenance standards;

¢ Customer service mindset of staff;

* Interest in donations to support the park system; and

* High quality park resources from past, excellent acquisitions.

Both the challenges and opportunities are addressed in the following financial
projections to a degree, although their full impacts are difficult to assess.

To try to understand what the challenges and opportunities might look like over
the ten year planning horizon, park system staff developed a financial model based
on a set of assumptions around future revenues and future expenditures including
a pessimistic, moderate, and optimistic scenario for each. Because Oregonians are
proud of their park system, the department is going to disappoint them over the
next ten years if the moderate and pessimistic conditions prevail. This will be due
to the inability to maintain minimum expected staffing levels, keep up facility and
land maintenance standards, and continue its reputation for great parks, unless
adjustments are made.

Financial Model

The financial projections grew revenues and expenditures by biennium over the next
ten years out to 2021-23. For revenues, the key drivers were:

* Overnight occupancy;

* Overnight rates;

Sales of goods;
* Day use numbers;
* Day use rates;

e License revenues;

Grants and donations; and
* Lottery earnings.

Growth rates for the moderate scenario were based on current State of Oregon
projections for lottery earnings (6.3%) and modest increases in attendance (0.2%),
use charges (3.5%), and other sources (3.5%). For the pessimistic scenario, lottery
earnings were limited to 2.5% growth; there was an assumption of 0% growth in
attendance; and the other factors were set at 2%. The optimistic scenario relied on
an 8.5% rate for lottery, 15% for grants and donations, 10% for sales of goods, 5%
for use charges, and 3-4% for attendance. These assumptions generate an annual
revenue outlook in the 2021-23 biennium of between $82 and $109 million with a
moderate scenario projection of $95 million.
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For expenditures, the key drivers were:

Workforce costs;

Standard inflation;

Utility inflation;
¢ Fuel inflation; and
¢ Fleet inflation.

Growth rates for the moderate scenario were based on current State of Oregon
projections for inflation and personal services (workforce) which assume 12% for
people and 3.5% for inflation. For the pessimistic scenario, the model assumed 14%
growth in workforce costs, 5% in standard inflation, 6.5% for fuel, 6% for utility
costs, and 5% for fleet. The optimistic scenario assumed workforce costs could be
kept at 9% growth and that the inflation costs would range from 2.6% to 4% which
might be achieved by a combination, for example, of lower than expected charges
and reduced use. These assumptions generate an annual expenditure outlook in

the 2021-23 biennium of between $92 and $114 million with a moderate scenario
projection of $103 million.

Predictions

A matrix of projected revenues against expenditures in the 2021-23 biennium
indicates an annual gap for most outcomes ranging from $5 to $32 million in the
red (see Fig. 3). If optimistic revenues prevail and expenditures are kept to moderate

Fig. 3

Projections

The following tables show the gaps or surplus projected for the
2015-17 and 2021-23 biennium, respectively:

2015 - 17 Biennium 2021 - 23 Biennium

$20,000,000
$15,000,000
$10,000,000

$5,000,000

$40,000,000

$20,000,000

50 —
SO - ral

$5,000,000 $20,000,000
$10,000,000 " ./ /
$40,000,000 /
$60,000,000 —

$15,000,000
$20,000,000
$25,000,000

$30,000,000

Pessimistic
Expenditures

Moderate
Expenditures

Optimistic
Expenditures

$80,000,000

Pessimistic
Expenditures

Moderate
Expenditures

Optimistic
Expenditures

== Pessimistic Revenues

($23,300,000)

($15,300,000)

($6,400,000)

== Pessimistic Revenues

($63,700,000)

(542,700,000)

($20,200,000)

== Moderate Revenues

(515,600,000)

(57,600,000)

$1,300,000

== Moderate Revenues

($36,400,000)

($15,400,000)

$7,100,000

—— Optimistic Revenues

$300,000

$8,300,000

$17,200,000

—— Optimistic Revenues

($9,100,000)

$11,900,000

$34,400,000
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“ .. workforce costs

are expected to grow
faster than revenues,
they would take an
increasing percentage of

the overall budget . . .”

“..2021-23
biennium indicate a
gap between budgeted
maintenance and the

projected need . . .”

“This would be
compounded if the
maintenance budget had
to be reduced to partially
cover the growing

workforce costs.”

or optimistic, then the system could be $6 to $17 million in the black. Taking the
moderate-moderate case as most likely, there would be an $8 million deficit in the
last year of the planning period.

This $8 million deficit is more problematic than it first appears due to the shifts
within the budget that would be necessary to sustain operations in the park system.
Because the workforce costs are expected to grow faster than revenues, they would
take an increasing percentage of the overall budget, even if the number of hours is
kept constant. While workforce took 50% of the budget in the last biennium, it is
projected to take 62% of the budget in 2021-23 for the same amount of work effort.
Under the moderate scenario, the annual workforce cost in 2021-23 will be $32
million and the additional annual revenue will be $18 million. If all of the increased
revenue were allocated to the workforce, then this still leaves a $14 million annual
gap. This gap would be the equivalent of 239,000 hours of time in 2021-23 (22%
of the workforce). It could be partially filled by reducing acquisition, enhancement,
and major maintenance funding within the budget although this would cause other
problems, especially on the maintenance side.

An analysis was performed on the problem of aging park infrastructure, major
maintenance budgets, and how it might relate to the moderate scenario projection.
This analysis assumed an ongoing maintenance demand determined at 4% of annual
asset replacement value which is on the aging end of the 2-4% public works rule-
of-thumb and informed by recent experience in the park system. Asset values were
grown at inflation according to current State of Oregon estimates and assumed no
net growth in total assets. The results under the moderate scenario for the 2021-23
biennium indicate a gap between budgeted maintenance and the projected need of
$2 million annually and an accrued level of deferred maintenance of $113 million (a
20% asset condition index). This would be compounded if the maintenance budget
had to be reduced to partially cover the growing workforce costs.

If the park infrastructure were reduced over the ten year period by 2% of asset value
per year (or a total 20% reduction), then it would be possible to reverse the annual
maintenance gap to make as much as $3 million of additional funding available.
This could be applied to bring down the level of projected deferred maintenance

in the 2021-23 biennium to $90 million, and the park system would be situated to
continue attacking it in the out-biennia.

Consequences

The financial projections based on the model developed reveal some significant
challenges over the planning period. Under the moderate and pessimistic scenarios,
the park system is going to disappoint people in the following ways (unless
adjustments are made):

* Staffing levels and current levels of service will not be maintained;

Facility and land maintenance standards will not be met;

Litter, vandalism, and general deterioration will be increasingly evident;

Unsavory behaviors in the parks will not get addressed by staff and will
become more prevalent;

* Friends groups and volunteers will get tired and lose interest in helping out;
e Staff morale will decline and add to these disappointments;

* Local businesses and communities will see less visitors and more problems;

Park System Plan—Oregon Parks and Recreation Department



* Complaints to the department, governor’s office, counties, and legislators will
increase;

* Patches to the obvious worse declines will thin out attention to the remaining

parks; and
* There will be a downward spiral of declining quality in the park system.

Oregon will begin losing its reputation for great parks and great outdoor recreation
opportunities. The concurrent loss of competitive advantage, value creation, and
economic activity would be a shame and a poor reflection on the state and its
citizens.

The main things the state must do to retain a quality park system is to build on the
things that set Oregon’s state park system apart, to generate better value with sensible
business model shifts, and to move towards the optimistic revenue and expenditure
assumptions. This translates into a series of strategies regarding service delivery, park
system maintenance, park system enhancement, workforce maintenance, and system

funding.

In the past, Oregon has enjoyed a national reputation for its quality parks. The park
system has provided people with diverse and affordable opportunities to experience
the state, and it has been able to accomplish this financially, so far. The high level

of support for the 2010 ballot measure on park funding, that passed statewide with
69% of the vote (972,000 “yes” votes) and a majority approving it in every one of
the 36 counties, indicates that Oregonians are proud of their park system and would
like it to continue to thrive.

As is increasingly evident in states that have reduced park budgets, quality parks take
investment in good staff and good facilities. Volunteer efforts can be significant, but
are often not sustainable without the support and energy of paid staff. Private efforts
can end up costing more than originally anticipated and may also be unsustainable
when facilities need renovation or replacement. The fact that other park systems
and the federal government appear to be dis-investing in their parks (and reducing
their parks’ quality as a result), may be an opportunity for Oregon. The opportunity
to exploit an already existing competitive advantage of a great park system is a
promising way to increase local economic activity and the draw of business into
Oregon. It is also a way that the state might generate broad outcomes in line with
the overall 10-year plan.

Overall Strategy

Because the current park system business model is not sustainable without
adjustments, Oregonians who support the park system need to coordinate and
align their thinking. Future investments must be made carefully, and a series of
simple strategies can help maintain a quality park system and mitigate the negative
consequences that could otherwise develop. What must we do? As the department
goes forward with what is faced in terms of financial and operational challenges, the
following general strategy is recommended to retain a quality park system:

* Build on the things that set the state park system apart (Build Advantage);

* Generate better value for the state with innovative, community-based business
model shifts (Impact Economies);

POLICY
IMPLICATIONS
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“Investments in the
existing service culture
are crucial to extending
the reputation and
attractiveness of the

park system.”

* Move towards the optimistic revenue assumptions (Increase Revenues); and
* Move towards the optimistic expenditures assumptions (Cut Costs).

In terms of building on the park system’s competitive advantages, focus should be
placed in several key areas:

® Resource attractors that are most signiﬁcant to Oregon;

* Signature service at every park, every time; and
* Affordability and value.

By investing in the resources that are unique and exceptional to Oregon, the

park system can serve as a pull factor for the state, be it as a draw for tourism or
talent. This investment would be effective first in terms of protection, but then
secondarily to make the natural, cultural, and scenic resources better, easier to
access, and better known. Investments in the existing service culture are crucial to
extending the reputation and attractiveness of the park system. This primarily means
finding ways to keep from thinning out the quality and level of service at the parks
offered. Attention to detail, delivery on established service standards, and constant
alignment with the visitor perspective are important facets of this strategy. Finally,
affordability and value can be advanced by over-delivering on visitor expectations
and by continuously improving visitor convenience where it does not impact
resource protection. It is important to maintain some free opportunities for access
by everyone to state park property, and to maintain a sense of value, the experiences
should not be diminished by overly intruding commercialism.

With respect to generating better value for the state, there are two areas of
recommended focus:

* Delivering on 10-Year Plan outcome areas; and
* Generating local economic activity.

The department has the potential to be a multi-modal agency with respect to the
state’s 10-Year Plan outcome areas and can create value in all of them in several key
ways. Finding specific ways to contribute not only to healthy environment and
growing economy outcome areas, but also education, healthy people, and safety, are
both attainable and consistent with the mission. The focus on generating economic
activity can be manifested in various ways, but important approaches for staff to
develop are partnerships with local businesses, keeping in-park demands on wallets
low, and investing in quality employee development.

Accomplishing the optimistic revenue assumptions is a tall order, but one that an
aligned approach throughout the department with the legislature and its supporters
could be done. Recommended goals include the following:

* Regular, incremental increases to visitor use charges;

* Keep growing visitation and occupancy;

* Experiment with innovative business models; and

* Increase the capacity for donations and limited sponsorships.

A regular 5% increase in visitor charges may not be achievable, but such a goal
would significantly mitigate the disproportionate increases in workforce costs
that are expected. The practicality of this goal may depend upon on what other
service sector fee inflation occurs. Growing visitation is tied to several activities
and functions including communicating opportunities well, social interactive

Park System Plan—Oregon Parks and Recreation Department



approaches, control of the camping reservation process, and innovative programs
like Let’s Go. Experimenting with innovative business models is addressed in

detail below, but finding new revenue sources that are consistent with the agency
mission is a critical goal. Concurrently, protecting the rear flank and maintaining or
improving the current business model by stopping budgetary distractions is critical.
By preventing the addition of new agency responsibilities or loss of current revenue
streams will allow the department to transform the business model and get it in a
position to absorb the projected expenditure challenges. Finally, close partnerships
with non-profits, notably the Oregon State Parks Foundation, should allow for
increasing the capacity for donations and sponsorships to move towards the 15%
optimistic revenue goal for this part of the stream.

Accomplishing the optimistic expenditure assumptions implies several key goals:
* Getting labor costs under control;
* Reducing overhead; and
* Using capital to reduce long-term operating costs.

Because the department is joined with the overall state as employer, it is difficult to
have an impact on levels of compensation determined through labor negotiations.
Nevertheless, one goal should be to participate as much as possible in bargaining
and bring forward the needs of the agency with respect to reasonable approaches
that balance the need to attract and retain quality staff with the need to keep costs
down. Other ways to match labor costs with the optimistic expenditure assumptions
include better management of seasonality within the park system, adjusting service
levels to strategically sacrifice some revenue in favor of cost savings, and shifting
certain properties to other providers for economies of scale. Reducing overhead will
help match future expenditures to the optimistic assumptions for inflation. Goals
around overhead could include investment in technological effectiveness and central
systems that automate certain functions; full utilization of administrative staff;
process re-designs and improvements to minimize redundancies and find savings
through risk adjustments; and hard negotiating for support service cost reductions.
Finally, there are several steps that should be considered to help make sure that
capital is effectively used to reduce long-term operating costs keeping inflation

in check. These include: featuring a consideration of operating costs as a major
component of all designs; optimizing site-to-staff ratios; using scarce dollars in some
cases to eliminate facilities with low mission impact; and keeping enhancement and
major maintenance decisions aligned but separate.

Business Model Shifts

As business model shifts are considered either in the context of generating local
economic activity or the context of meeting optimistic revenue and expenditure
assumptions, there are some essential features that are necessary under any
innovative approach. The business model should maintain:

* Diverse choices of special places to go across the state;
* Access for all with some places available at no cost to get in;

* Primary and direct accountability of state employees to allow for timely
response to problems;

* Park experiences that are quality, that feel right, and are not commercial; and

* Attraction of the park system to volunteers.

“Reducing overbhead
will help match future
expenditures to the
optimistic assumptions
for inflation.”
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With those considerations in mind, there are some business model shifts within
the current retail park experience approach that could be beneficial. For example,
delivery of park experiences could shift to generate better revenue, greater local
economic activity, higher occupancy, or find expenditure efficiencies in some of the
following ways:

* Retail overnight sites: shift investment towards overnight;

* Recreational vehicle sites: favor electric over full in seasonal campgrounds and
full over electric in year-round campgrounds;

* Tent camping: increase low cost, quality opportunities;
* Alternative camping;: capitalize on public interest in cabins and yurts;

* Historic inns: accept mission over profitability, but emphasize community
attraction;

* Park product sales: emphasize visitor convenience but balance with
community;

* Retail passive day-use sites: reduce under-performing day-use;
e Recreation areas: focus on trails and water access;

* Heritage sites: focus on statewide significance;

* Natural areas: focus on statewide significance; and

* Rest areas: shift to other providers or reduce.

Other ways that business model adjustments might innovate beyond the current
approach, in whole or in part, include the use of variable (dynamic) pricing or
memberships; packaging and bundling experiences; rewards for loyal visitors;
community public-private cooperation and sales channel sharing; and forms of
donations, sponsorships, concessions, and advertising.

Relative Impact

Individual facilities and lands will need to be evaluated for their level of mission
impact along with other considerations. Some of the criteria for such evaluations
include:

* Breadth of impact: how much does the facility or land impact a large number
of people;
* Excellence in execution: how much does the facility or land allow the park

system to provide park experiences in an outstanding, superior way;

* Depth of impact: no matter how many people are impacted, how much does
the facility or land really provide deep and memorable experiences;

¢ Filling an important gap: to what extent do other or could other providers
meet the need addressed by the land or facility there or elsewhere nearbys;

* Draw: to what extent is the facility or land notable and distinctive enough
to attract people from outside the immediate region rather than merely serve
because of the absence of other more interesting places nearby;

* Alignment with core mission: how much does the facility or land say “state
park” and support core mission activities; and

* Building community: how much does the land or facility contribute to
communities near the park system.
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Additional considerations for whether or not a facility or property is performing well
include the following:

* Does the department own the land?

* Are the main resource attractors under department control and in reliably
good condition?

* Is it part of an iconic experience?

Are there strong and insurmountable seasonal limitations?
* Does it support the department in areas of competitive advantage?

* Are other providers available who could step in or give similar service?

Could workforce be shifted easily?

* Does it contribute relatively less to local economic activity and department
profitability?

Is the cost to reduce going to be high?

Is it a good fit with overall long-term trends?

High performing day-use parks will have certain characteristics, the more of which
are provided, the higher mission impact they have. These include:

* Reliability for the visitor getting what they expect every time;

Relatively safe place to park, organized and clear what to do;

Some staff presence with friendly, helpful, welcoming, well-informed and
professional staff;

Updated, easy to understand signs;

* Clean restroom with water, soap, and paper towels;

Drinking water;

* Attractive, well-tended landscapes;

Available place to have your sandwich at a table;

Trails to take at least a half-hour walk on with good maps;

Ideally some water access;
* Interesting information about the park and community;

* Something unique and remarkable; and

Good second option if full.

Additionally, the best overnight parks will have:

* All or most of the features of a high impact day use park;

Range of available overnight opportunities (cabin/yurt, electric sites with
dump station, segregated tent sites);

Hot showers within easy walking distance of all or most sites;

* Adequate room and screening between sites;

Sites available year-round and last minute;

Site identification, parking, fire ring, and table at every site;
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* Overnight staff or host presence and good response capability for noisy
neighbors;

e Place for extra vehicles;

* Even better information about the park and community than day use;
* Place for kids to safely ride a bicycle;

* Readily available 2+ hour hiking opportunities; and

* Place to dispose of trash.

These are the type of criteria that staff should focus on when making decisions about
maintenance investments, enhancements, commitment of staff effort and priority,
and other operational needs.

For each of the resulting strategies below, the main points are listed along with
supporting criteria or guidance, as well as an indication of possible metrics.

Service Delivery Strategy

The strategy for service delivery is to:
* Make visitor experiences convenient, positive, and remarkable at every park;
* Extend visitor experiences into local communities; and
* Grow the market through improved outreach and communications.

Some of the key value propositions for this approach are cleanliness of the lands
and facilities; friendliness and helpfulness of staff; enough facilities for the demand;
quality of natural, cultural, scenic, and recreational resources; something remarkable
about each park to drive word-of-mouth; and affordability. The service delivery
metrics for consideration are:

* Percent of parks with a completed comprehensive management plan;

Percent of frontline staff who score high on mystery shopper surveys;
¢ Visitor satisfaction;

* Occupancy rates;

Opverall and repeat visitation;

Second-level visitor complaint escalation rates; and

Visitor spending within 30 miles of the park.

System Maintenance Strategy

The strategy for maintenance of the park system is to:

* Maintain up-to-date land and facility condition and mission effectiveness
assessments;

* Consider profitability, mission impact, and economic activity prior to every
maintenance investment decision to reduce under-performing assets and
related activities;

* Complete preventive maintenance on facilities with high mission impact; and

* Reserve and dedicate a portion of earned revenues to a fund to be used for
preventive maintenance.
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Determinations about system maintenance investments should rely on many

of the criteria provided in the section above. Where maintenance can bring a

lower performing property more in line with these criteria, then they are better
maintenance projects to consider. The system maintenance metrics for consideration
are:

Percent of scheduled preventive maintenance tasks completed;

Ratio of facility-closure months to total park facility program months;

Percent of lands and facilities with condition assessments less than five years

old;

¢ Asset condition index; and

Ratio of under-performing assets to total assets.

System Enhancement Strategy

The strategy for enhancement of the park system is:

* Create new projects, parks, programs, and services without expanding existing
department staff;

* Focus land acquisitions on improving performance of existing parks and
addressing under-served markets; and

* Create opportunities for new trails, water access sites, nature viewing, and
learning about history by finding internal savings and generating external
support.

Determinations about system enhancement investments should rely on many

of the criteria provided in the section above. Where enhancements can bring a
lower performing property more in line with these criteria, then they are better
enhancements to consider. The system enhancement metrics for consideration are:

* Current operating expenditures for previous biennium enhancements;

* Change to park system staffing levels;

Percent of parks with significant in-holdings, adjacent unprotected natural
areas, or access problems;

Percent and density of Oregonians within a 60 minute drive of five or more
destination parks; and

Value of external support towards capitalization of enhancements.

Workforce Maintenance Strategy

The strategy for maintenance of the park system workforce is:
e Invest in frontline workforce;

* Reduce central overhead through process improvements, technology, and
investment in the supporting systems necessary to operate;

* Use private workforce on value-added tasks away from the mission; and

* Invest in staff development, training, internal communications, and
volunteers.
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The workforce maintenance metrics for consideration are:
* Ratio of frontline hours to total park system hours;

* Ratios of private workforce expenditures to total workforce expenditures for
service delivery functions;

* Ratio of workforce training expenditures to total expenditures;
* Staff satisfaction with training and internal communications; and

* Ratio of volunteer hours to total park system hours.

System Funding Strategy

The strategy for funding the park system is:

* Operate within available resources by shifting investments away from under-
performing assets, programs, properties, and activities;

* Balance costs to visitors for increased charges at more parks with ensuring
access for all as well as value to communities; and

* Improve capacity of supportive non-profit organizations such as the Oregon
State Park Foundation to bring in donations and other external support.

Further guidance for the system funding strategy includes goals for cost recovery
through earned use charges in the various business lines. These goals are the
following:

* Overnight

* Cabins and yurts (90%);

Full and electric RV sites (70%);
Standard tent sites (30%);

¢ Historic inns (20%);

Park sales (>100%);

Day Use

Fee parks (20%);

* Non-fee parks (10%);

* Special use (100%);

* Non-profit special use (50%);

e Rest areas (0%).

Further discussion of the thinking under-pinning these goals is provided in the
conclusion below. The system funding metrics for consideration are:

* Ratio of under-performing assets, programs, properties, and activities to totals
for profitability and impact;

* Average cost recovery per visit by business line;

* Ratio of free day-use parking spaces to total parking spaces;
* Affordability index;

* Visitor spending within 30 miles of the park;

* Ratio of donations, grants, and in-kind to overall revenues.
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The approach described in this plan positions Oregon to progressively right-size
its state park system over the next ten years, retaining its quality reputation and

enhancing its ability to generate value and wealth for the state. The overall strategy is

to build advantage, impact economies, increase revenues, and cut costs. The details
of how to do this are provided for several key policy areas including how service is
provided, how the park system is maintained, and how it is enhanced.

A basic philosophy of this plan is that some level of public support funding is an
obligation of the state to its citizens and desirable to sustain a great park system

that can contribute to local economic activity and pride in the state. Some people
believe that government activities should be 100% cost recovery or not done at

all. This plan rejects that notion for the harm it would do to the care and long-
term availability of Oregon’s treasured parks. Public support to the park system is a
positive benefit to Oregonians today and in the future. While this support currently
comes in a form other than taxes, it is essential to the maintenance and operation of
the park system as described in this plan. What the public support funding provides
is a diversified revenue stream that buffers the park system from economic and
social disturbances. The department has pieced together bits of revenue from many

sources and adds value by combining these into a comprehensive program around its

mission. While the strategies of this plan call for further diversification of revenues,
ongoing public support will always be required.

Public support funding is also a broad benefit to local communities throughout

the state. The local economic activity generated by the presence of a state park as

an attractor is significant. So long as adequate funding allows the parks to continue
as healthy and positive places for the public to visit, they will continue to bring
people into communities in the future. The balance is around what amount that
park visitors are willing to pay for their trip should be monetized in the park by the
park system and what amount should be left in their wallets for extra-park activities
in the local communities. Public support funding allows for more local business
spending that could be shifted elsewhere if the park properties were overly managed
with private concessions or if the department tried to capture too much in park user
charges. As indicated in the goals for cost recovery, not all business lines are equal

in terms of what visitors would be willing to pay for, and yet the waysides and small
parks provide a benefit to the state. Base campground parks in a management unit
underwrite the ability for staff to take care of satellite parks. The management of the
parks is like an ecosystem and therefore changes to how it operates should be made
gradually to limit unintended consequences that may turn out to be undesirable.

In many ways, recreational opportunity is like a public utility in Oregon. Similar

to public education, water supply, and public safety, good outdoor recreation is an
essential need of a healthy community. Without it, the state is diminished. It is an
everyday and every year necessity. There are certain economies of scale to providing
it with well-trained, professional staff, attractive lands, and good facilities. These
require public support in order to create them in the first place and then to have the
security of knowing that they will be there in the future. The state and its elected
officials determine a reasonable level of service at a fair cost that helps the whole
community.

CONCLUSION
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This strategic plan identifies the financial challenges that the park system faces over
the next ten years as well as some of the consequences that will result if steps are
not taken. If the state does not take a strategic approach to its park system, then
people will be disappointed with worse service, sketchy parks, and nasty restrooms.
Just when the technological pulls of society are making it imperative that people
get outdoors more, bad decisions today could make the park system less attractive
to visitors over the next ten years and beyond. While other park systems are dis-
investing, Oregon has an opportunity to bank on its values and be the “go-to state
for parks and public lands.” This plan provides a pathway to this outcome by
strategies and policy that continue to adapt management for sustainability, focus it
on accountable results, and through thoughtful investment, shift the park system to
the right-size. State parks generate significant wealth and value in Oregon, and this
strategic approach can sustain that and make it even greater in the future.
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