GREENLIGHT FOR LOCAL INNOVATION:

Greenlight For Local Innovation:
From Danger Grows Opportunity

n the Chinese language, the same character is used to represent both danger and opportunity. Last year, the

political process simultanecusly created both danger and opportunity for local governments in California,

While the passage of Proposition 218 portends slower future revenue growth, thus increasing pressure an
already cash-strapped local governments, the opportunity arises to find cheaper and more effective methods of
delivering the quality services demanded by a growing population. In this new climate of innavation, local
zovernments are being forced to rethink the way they do business and explore a range of creative options,

Why the Handbook?

“Cutting Local Government Costs Through Competition and Privatization™ 15 a comprehensive handbook to
assist California policymakers in introducing competitive strategies into their governments. Streamlining
technigues, cost savings potential and best practice examples are detailed for most major service categories of
California cities and countics. In addition, the bandbook provides extensive how-to-tips to help public
officials implement privatization and competition strategies,

What the Handbook Does,

Outlines Streamlining Techniques (Chapter 4)
¢ The handbook outlines a varety of innovative management and organizational reforms and alternative
service delivery technigues which can be employed to maximize efficiency and increase service quality,

Examines Competition Opportunities and Best Practices (Chapter 5)

e The handbook examines dorens ol examples of successlul competition/privatization models used in
California and across the U5, to deliver lower cost, higher quality services in nearly every area of local
sovernment,

e [oreach category of privatized service discussed, the handbook provides: cost savings potential,
applicable steeamlining techniques, how-1o ups, contact information for practitioners and experts, and
references to relevant studies and literature.

Dretails State-of-the-Art Contract Management and Monitoring Tools {Chapter 6)
¢ The handbook details contract management and monitoring tools which governments can use to hecome
smarler shoppers for outside service providers.

Explains Changes Necessary to Create a Level Playing Field in the Competitive Process (Chapter 7)

¢ The handbook explains the three major changes local governments must implement in order to achieve
“competitive neutrality™ between in-house public units and outside private providers bidding o provide
SETVICES.

Identifies Political and Organizational Strategies for Streamlining {Chapter §)
¢ The handbook identifies six key political and organizational strategies that California policymakers can
use to overcome resistance and successfully introduce competitive strategies into their governments.



SUCCESS STORIES:

Cutting Costs Through Competition
and Privatization

California Trendsetters

Il\“ Golf Courses: Techniguea: Benefit;

b/ Las Angeles Dounty golf courses - {easingCompetitive +  Hevenue to county has doubled
16 of 19 courses operated by private  Contraciing or tripled for many courses
contractor = Courses get needed capital
iFage 99} improvements
Heazlthcare: Techninue: Benefit;

Jrange Counly, health services -

the County got out of the hospital
business, contracting with 28 private
hospitals to provide bed days and
care for the indigent population
[Page 89)

Libraries:

&eal Beach, branch library - branch
threatened with closure was sold to a
foundation of the Leisure World
retirement community, the library's
primary User

{Page 104)

Fan Diege Police Department’s
creative use of 800 volunteers {inclu-
ding many seniors) as an integral com-—
panent of its community-palicing prograrm
(Fage 75}

Wastewater:

Fetatuma, wastewater plant expan—
sion (regulatory approval pending)
(Page 27}

Water:

Hawtharne, Calfornia enters into
Country's first long-term lease of an
existing municipal water system
(Page 34)

Competitive Contracting

Technique:

Selhefp— Community groups
take over a threatened service
or government asset and directiy
benefit from keeping it open

Technigque:
Litdlizing Volunteers

Technigue:;

Frivafe Infrasiricture
Levafapmeant and Operatian—
Design, construction, ownership
and gperation of facility by one
private firm

Technigue;

Long-tarm feasing
Government enters into long-
term lease with private entity
for management of public
facility/zervice

«  Paid 3816 for each day of inpatient
service in 1994 compared to $1300
per day for comparable service in
county operated hospitals in LA

«  Staff of 7 people runs the entire
program

Benefit:

s 225,000 revenue to Seal Beach

+  Leisure World residents keep
their library

Benefit:

& Per capita policing costs close to
the lowest in the country ameong
large cities
Savings of $1.5 million per year
Strengthened police/community
relations

+  Allows officers to focus on
SErioUs crime

Benefit:

+  [Faster facility construction (24
roeths vs. 42 months if city builds)

#  Capital costs reduced by $10
million - 320 million

Benefit:

+  56.5 million up-front revenue to city

+ 5100000 revenue per vear for
15 years



Competition Success Staries

More Best Practices

Airports:
Indianapelis Airport
Management

(Fage 44}

Hospitals;

Amarilla, Texas sale of
community hospital t
private company

{Page 89)

Street Maintenance:
British Cofumbra, Canada
Highoway & Bridge
Maintenance - B.C. created
28 privatized road main
tenance districts; of 28
multi-yvear contract bids
awarded, 10 went to firms
composed of former
government employees
iFage 43)

Waste Collection:
Traverse ity Michigan
waste disposal - City elim
inated its waste disposal
businass which was
running a continual deficit
{Page 38)

Technigue:
Compelitive Contracting—

Government competitively
contracts with a private
organization (for-profit or non-
profith or in-house unit to
provide all or part of a senvice.

Assat safe

Technigue:

Emiployes Buyout—existing
public managers and employees
take their public unit private

Technigue:
Commercialzaton—
Government stops providing a
service and lets the private
sector take over

Benefit:

«  Guaranteed savings of $32 million over 10
years

= Possible savings of $105 million over 10
years

Benefit;

+  Created a $200 million trust fund for
indigent care

«  Paid off 513 million in bonded indebtedness

s Eliminated ad valorem tax burden of 38.5
million

e  Generated property and other local tax
revenues of $3 million annually

#  Produced net gain to community of over
511 million

¢ Improved guality of service provided to
indigent population

Benefit:

e«  Achieve efficiencies of the private sector
while retaining expertise of former
employvess

Benefit;

«  Residents receive improved and
competitive service from the vendor of their
choice

o 3224,000 in revenue to City for city-owned
equipment and non-exclusive rights to
customer list

= City no longer has to provide debt-
producing service







