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���Executive Summary

On December 29, 1996, the Pittsburgh Post-Gazette released “PG Benchmarks:  The Final Rankings,” the last of a series of reports ranking Pittsburgh, Allegheny County and the metropolitan area against 14 similar areas across the country.  The report confirmed that the region has many reasons to be proud: world-class higher education programs, very low crime rates, strong arts organizations and a high level of medical care.  The other benchmarks, however, paint a much bleaker picture for the future.  Of the 15 regions in the study, Pittsburgh ranked:

13th in overall job growth.

Last in new and expanded facilities, a key indicator of business climate and capital investment.

Last in business startups, a gauge of the region’s entrepreneurial environment and potential for job growth.  

Last in population growth, a fundamental mark of economic health.  A growing population means more jobs, a healthier tax base and a stronger economy.  Stagnant or declining population means death to a region.  Allegheny County had zero population growth over the last five years.

11th in per capita income, a prime indicator of economic strength.

Taken together, these trends indicate a dark economic future for the region, which will place the Allegheny County government in an increasingly difficult financial situation.  As it confronts a stagnant or declining tax base and an increased demand for services due to an aging and more economically disadvantaged population, the county must work to improve the effectiveness and efficiency of needed public services.  It must evaluate the services it currently provides to determine whether it should be providing them and whether they can be improved or provided in a more cost-effective manner.  If costs are reduced, the savings can be redirected to create a more attractive community so businesses and people will again see Pittsburgh as vibrant, growing region.  

Many government agencies at the local, state and federal level – those in fiscal health and those in fiscal distress – are turning to privatization, partnerships, outsourcing, contracting out and managed competition to contain costs while at the same time maintaining or improving services.  These initiatives are collectively referred to as alternative service delivery (ASD) methods.  Governments look to alternative service delivery methods as a way to contain costs and make service delivery more efficient.  But it is hard to achieve greater efficiency without also affecting effectiveness (the quality of services provided) and equity (how stakeholders are affected by changes in service delivery).  After considering the effects of proposed changes, decision makers must still weigh the feasibility of each option to determine whether political, legal and economic concerns make change impossible.

This report is the result of a year-long effort to analyze, from a non-partisan perspective, the possibility of applying the principles of alternative service delivery to Allegheny County.  The report provides an introduction to the concept of alternative service delivery, explains the criteria used for our evaluation and assesses the potential for changing the mode of service delivery in four county services – the jail, plumbing inspections, park maintenance and skating rinks.  The four services represent a range of government functions:  The jail is a core government activity and a substantial budget item; the plumbing inspections are a traditional regulatory action; park maintenance is a general support function for a common government program; and the ice rinks are a service where the government competes with the private market.  The purpose is to offer specific recommendations to county leaders and to help frame the discussion of alternative service delivery initiatives in terms of efficiency, effectiveness, equity and feasibility.  

Summary of recommendations

Allegheny county jail 

Many local governments have contracted with private firms for the management of their local jails, as have numerous states and the federal government.  This is a feasible option for Allegheny County.  Private management firms can save money, generally in the range of 10-15% over government costs.  Studies indicate that quality is generally maintained and in some cases is improved.  Savings occur from the incentive private firms have to cut waste and improve efficiency as well as their ability to benefit from economies of scale and to avoid cumbersome purchasing requirements.  The greatest savings tend to come from careful control of overtime costs and altered staffing patterns.  Wages in privately managed facilities tend to be comparable to public facilities, although benefit packages may not be as generous.  

We recommend that the county proceed with the process of soliciting bids from management companies.  The county can then measure the full cost of running the jail against these bids.  The process of evaluating the true cost of running the jail will help the county better manage its expenditures, even it does not contract with a private firm for the management of the jail.  The county should support the jail union if it chooses to prepare a bid to manage the jail.  Additionally, if the county chooses not to pursue a contract with a private management firm, public managers should work with the union to improve the efficiency and effectiveness of the jail.  

Plumbing inspection 

The Plumbing Section of the Department of Health is responsible for inspecting all new plumbing in the county.  Allegheny County is the only county in the state to enforce a countywide plumbing code and to conduct plumbing inspections.  The county spends about $1.2 million per year on salaries, benefits and other direct costs, while it raises about $1 million per year, a net loss of about $200,000.  We recommend the county implement a system of random spot checks, similar to the system used by New York City.  A spot-check system will continue efforts to prevent faulty plumbing installation while maintaining positive health benefits, if the service does indeed ensure the health of the community.  The resulting savings will allow this operation to run on a break-even basis.  

Park maintenance 

Maintenance of the county’s nine parks should continue to be provided by public employees, with improved management practices and an increased use of volunteers and partnerships.  The maintenance staff should be restructured to form a team-based approach with broad job categories and, perhaps in the future, the opportunity for highly skilled workers to compete against the private sector for project contracts.  While many feasible methods for delivering park maintenance could improve efficiency and effectiveness, this approach was preferred because it would not displace the current staff.  After implementation of the new management plan, efficiency and effectiveness can be monitored to determine if additional changes are warranted.

Ice skating rinks 

Allegheny County currently operates outdoor ice skating facilities at North Park and South Park, serving an average of 100,275 people each year.  The county has lost about $366,000 per year in providing this service, a subsidy of $1.69 to $2.70 per skater.  While the chilling system at North Park is in excellent condition, the South Park rink is need of a new system at a quoted cost of $400,000, with estimates ranging from $200,000 to $2 million.  Several private rinks and two public rinks operate in the area surrounding South Park.  Except for one private facility, the rink at North Park faces no competition in the surrounding area.  

Because the South Park facility will require major capital investment and there are numerous other skating facilities in the area for the citizens of the county, we recommend the county close the South Park facility.  This will eliminate all the direct expenses of running the South Park ice rink, about $400,000 annually.  The facilities at North Park, which are in much better condition, provide one of the few outlets for skating in the northern part of the county.  We recommend the county develop a set of performance measures and a system to measure the costs of running the North Park skating rink.  These standards can be used to implement a system of managed competition, with the county seeking bids to manage the skating rink.  Ideally, the county would also develop a proposal to maintain management of the rink, a process that can result in improved efficiency and reduced costs for the county.  The bidding process should occur on a periodic basis to facilitate competition.  

General conclusions

Alternative service delivery initiatives help government officials gain a better knowledge of the services provided and learn about the  people who use the service.  The ASD process may lead to improvements in effectiveness and efficiency.  At the same time, alternative service delivery initiatives require a substantial commitment of human capital to analyze and monitor the programs.  They also often require changes that many parties may be opposed to for personal reasons.  

The report also provides some guidelines for the county to consider as it evaluates alternative service delivery options:

Learn from others, but be creative

Involve stakeholders

Design incentive systems

Evaluate options on a continual basis

The county is facing some difficult decisions about how to create and maintain economic growth and how to provide needed public services at an affordable cost to the people.  Modes of alternative service delivery are viable options for a range of services that the county currently provides.  As the county considers how to improve its economic situation, the county leaders should recognize the strong potential of these recommendations to improve the services of the county and provide additional scarce resources for the county to meet its needs.  

Project background

This report was prepared by graduate students at the H. John Heinz III School of Public Policy and Management at Carnegie Mellon University, one of the nation’s leading schools of public policy and management.  All masters degree students at the H. John Heinz III School of Public Policy and Management at Carnegie Mellon University participate in a year-long Systems Synthesis Project.  The Systems Synthesis Project is designed to be a capstone academic experience where students work with a client to confront a practical public policy question. It seeks to promote the ability to work in groups and fosters the integration of classrooms skills.  Our group of 13 students, with diverse backgrounds including journalism, accounting, law, education and local government affairs, worked closely with our client, the Allegheny County Budget Office.  We appreciate the help and guidance provided by officials of Allegheny County, our advisory board, local unions and community leaders.  Responsibility for the conclusions herein, however, rests solely with the group.  

�Service Delivery Methods

Overview

Definition of alternative service delivery
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Figure � STYLEREF 1 \n �1�-� SEQ Figure \* ARABIC \r 1 �1� Spectrum of alternative service delivery methods 

Alternative service delivery (ASD) is a process in which public policy makers evaluate and implement service delivery methods from a spectrum of alternatives.�  At one end of the spectrum is complete public finance and delivery of the service. At the other end are goods and services produced through private finance and delivery.  Between these end points are many alternatives that combine private and public resources to varying degrees.  Alternative service delivery methods include public delivery, managed competition, contracting out, voucher programs, public-private partnerships, government enterprises, asset sales and load shedding (� REF _Ref387751213 \* MERGEFORMAT �Figure 1-1�).    

Why consider ASD?

Three overriding reasons cause governments to examine the way they provide services. Financial necessity is the most common impetus.  Many governments are experiencing acute budget constraints, and Allegheny County is no exception (see Chapter � REF _Ref387751296 \n �3�). ASD is a tool that holds promise for increasing service efficiency and, ultimately, reducing government expenditures.  Another rationale for ASD is that it can be a practical way to periodically re-evaluate a government’s objectives and its effectiveness in accomplishing those objectives.  There is a need for this type of service evaluation in Allegheny County (see Chapter � REF _Ref387751326 \n �4� for a review of several local services). Finally, governments may consider alternative service delivery as a way to become more competitive with neighboring jurisdictions. If a county is not in a regional cooperative arrangement, for example, it will be competing with other counties to achieve economic growth.  Efficient and effective service delivery may attract businesses and residents, and ASD can be a tool to achieve this end.

When to provide government services

Before a government can accurately determine which delivery method best suits a particular service, it must decide whether it should provide the service at all.  Economic theory illustrates some situations that may warrant government provision of goods and services, built on the idea that markets can fail to distribute goods efficiently and government action can remedy this imbalance.  These “market failures” occur when competitive markets are not feasible, such as:

When competition for delivery would be inefficient due to duplication.

When consumers cannot possess sufficient information about the market.

When goods would be impossible, difficult or awkward to provide through private means (public goods).  

When a society decides, based on common concern, that the government should deliver goods or services (merit goods).

When costs are not fully absorbed by producers or benefits are not fully paid for by consumers (externalities).�  

At the local level of government, most services are justified by the concepts of public goods, merit goods and externalities. 

Public parks are an example of public goods – when someone visits a park, others are not excluded, and one visit does not reduce the number of visits available in the future. It should be noted that public goods can often be transformed into private goods by changing their ownership: Parks are sometimes fenced, and admission fees are charged.  Why then, are most parks public?  One answer is because private operators failed to see profit potential, and impatient communities decided it was preferable to finance and deliver these services as a civic enterprise rather than forego them indefinitely.  Many public goods could be delivered as private goods, but practicality and preferences cause them to be delivered by government.  ASD provides an opportunity to consider whether current public services can or should be delivered as private goods.

Merit goods occur when a community decides that a good or service should be provided because it conforms to their sense of civic participation, fairness or humanity.  While every community should be able to express itself in this manner, there are cases where a previously held desire has changed or ceased to exist.  Decision makers can maximize economic efficiency by taking these changing preferences into account.

The last common rationale for local government service delivery is externalities.  Negative externalities are created when producers do not absorb all the costs of producing their products, and these costs are instead borne by others.  For example, if a factory discharges untreated wastes into a stream, this cost is borne by those downstream who must pay to treat the water for their use.  Government often acts to remedy this and similar situations by regulation or inspection. 

In considering whether alternative service delivery can improve government performance, governments should take the opportunity to evaluate whether the service in question is a valid government function.  The environment that existed when the service was created may no longer exist:  Markets may have formed where they were absent, markets may be providing information that they were not, new methods may exist for assigning property rights, and new models may exist that do not require government action.  A continuous or periodic review of the community’s needs along with the re-evaluation of the necessity of government service delivery may identify opportunities to reallocate resources from areas of surplus to areas of need.

Service delivery options

Public delivery

Under this method of service delivery, the government organizes, runs, funds and supervises its own service delivery unit.�  In the United States, most local governments provide services in this way.  A 1988 survey estimated that 60% of services were provided directly by municipal governments.�

An example of public delivery is the Allegheny County Court of Common Pleas.  The court adjudicates cases related to family, criminal, estate and civil disputes in Allegheny County.  Allegheny  County provides 75% of the court’s funding.�  The remainder of the budget is funded by state grants (8%) and charges for service, fines and forfeits (17%).  

Managed competition

Under managed competition, also known as franchising, a public agency competes with private firms to provide a service.  By implementing a system of managed competition, a government can create a process that will transform a public monopoly into a competitive market.  Service provision areas are broken up into geographic or other structural units, which private and public providers bid on individually.  Under this structure, all of the units can have different service providers.  As with contracting out, the cost savings from managed competition is driven by competition between various service providers.� 
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Figure � STYLEREF 1 \n �1�-� SEQ Figure \* ARABIC �2� Cost of refuse collection contracting in Phoenix, Arizona
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Refuse collection in the City of Phoenix is accomplished through managed competition. The development of a competitive system of refuse collection began in 1979, in response to severe economic conditions.  Private firms approached the city, promising cost savings if they provided the service; officials elected to compare city costs with private-sector costs in a public arena. The city was divided into five districts, and both public and private providers were invited to bid on each district.  In the initial bidding, the city’s refuse collection department lost more than half of the districts to private companies. Over time, the department increased its productivity and efficiency and won back all the districts it had previously lost.  By 1992, the private sector again controlled the majority of districts.  One result of managed competition was increased customer satisfaction (Figure 1-3) The city also realized cost savings – costs always remained below the initial 1979 level (Figure 1-2). �

Contracting out

Contracting out is the process of hiring private service providers to perform or manage a government service.  Contracting out usually occurs through a process of competitive bidding or negotiated contracts.  The government continues to pay for the service and is ultimately accountable for its provision but does not provide the service directly.  Contracting out is the most commonly used method of alternative service delivery in the United States.  It is estimated that 78% of state governments that use a form of alternative service delivery do so by contracting out.� 

In theory, contracting out should reduce direct and indirect costs while improving service quality.  Personnel costs and capital expenditures may be reduced because the service is no longer provided directly by the government.  In addition, the private sector has greater flexibility than the public sector in many areas.  For example, private companies are not subject to procurement regulations, hiring ceilings, time delays due to bureaucratic processes or civil service requirements (such as salary scales, fringe benefits, limited part-time employment and hiring/firing processes). The most common justification for contracting out is the belief that the private sector is inherently more efficient than the public sector.  However, some contracting opponents argue that private companies may merely have more ability to hide their errors.

Most of the medical and social services provided by the Allegheny County Health Department (ACHD) are contracted out.  ACHD entered into contracts with local nonprofit organizations in order to provide health-related services.  Hospitals have economies of scale in providing health services, so they can usually buy goods and deliver services at a lower cost than Allegheny County.  The Health Department also devolved many of its administrative responsibilities. Hospitals have administrative experience dealing with Medicare and Medicaid, and many nonprofit organizations have experience administering specialty services (such as Healthy Start).  Because so many of its complicated administrative tasks are contracted out, ACHD employs a minimal staff with adequate expertise.

Voucher programs

Voucher programs provide individuals with coupons of a particular monetary value for use in buying a specified good or service from public and/or private providers. Voucher users are empowered by this program because they control where and how they use the benefit.�  The government benefits because its obligation to the consumer is limited to the amount of the voucher.  To control costs, a voucher program relies on a competitive market for the good or service.  It also depends on informed consumers to control the quality of the good or service.   

The Federal Food Stamp program is one example of a  voucher program.  This program is based on a specified good – food.  The consumer is given a quantifiable amount in purchase power.  The consumer is then able to choose from a variety of ways to use the vouchers, such as grocery stores and discount department stores.�  Other examples of commonly used voucher programs are daycare, schools and health and human services (Medicare and Medicaid). 

Public-private partnerships

Public-private partnerships are formalized relationships between the public and private sector designed to accomplish defined objectives.  These partnerships are used largely to design, finance, build and operate public facilities or services, with both parties pooling their resources and sharing any profits realized from the enterprise.  Responsibilities are divided between the two sectors in a manner that taps into the strengths of each.  By doing this, lengthy government personnel and procurement processes can be avoided, and highly skilled personnel from the private sector will be available to the public sector. 

These types of partnerships benefit both partners.  The public sector accesses private-sector capital that is currently unavailable, receives technical expertise from the private sector and sees increased tax revenues.�  The private sector benefits because it can share the investment risk with the taxpayers, and it has the opportunity to profit from the enterprise.  In addition, the company is given public exposure and has the opportunity to generate goodwill in the community.  

A nonprofit partnership was formed between the private and public sectors to improve the transportation system of Inglewood, California.�  The partnership included seven members, with the City of Inglewood as the only public partner.  Participants shared the responsibility for developing, financing and implementing the programs.  Each partner contributed to a common fund in exchange for seats on the board of directors.  The money was used to fund programs approved by the board, at a 50-50 match between the city and the common fund or, in some cases, directly from the partner companies. This public-private partnership began programs in the areas of graffiti abatement, sign management and mobile assistance, as well as a traveler information system/highway advisory radio, a shuttle service and a special events traffic study.�  

Government enterprises

Government enterprises are quasi-government agencies set up by federal, state or local governments to carry out specific functions. The government appoints a board of directors to run the enterprise autonomously.  Government enterprises share some of the characteristics of private corporations, but still enjoy some powers and privileges of government agencies. Government enterprises are exempt from federal, state and local taxes, have the right to exercise eminent domain,� and have the right to incur debt.  They are also immune from antitrust laws, and can therefore operate as monopolies without the threat of litigation.  

For example, ALCOSAN has a monopoly over liquid waste disposal in the City of Pittsburgh, 83 municipalities and 122 permitted major industries within Allegheny County.�  ALCOSAN collects, transports, treats and disposes of liquid and approved industrial waste in these areas.  Pittsburgh and Allegheny County each appoint three members to the board of directors, and the governments make one joint appointment to round out the board.  Board members appoint an executive director to carry out day-to-day operations.

Sale of assets

This method of service delivery refers to the sale of a government-owned building, bridge or other facility or enterprise, such as an airport.  Asset sales are used to generate a one-time infusion of cash into the government income stream, but can also be used to shed costs associated with running the government service.  If proceeds from the sale are properly invested and managed, it can result in the creation of a new revenue stream for the government.  Asset sales can include leases, sale-leaseback arrangements and other transfer arrangements.  Government enterprises may also be considered for asset sales.� 

Currently, the Commonwealth of Pennsylvania is considering selling the state liquor stores to private entrepreneurs.  If the legislature approves of this plan, the sale of the liquor stores would bring in approximately $2 billion for the Commonwealth.�

“Load shed” 

Load shed is the process by which a government reduces or eliminates the quantity or quality of a current service.  Load shed is distinguished from an asset sale because in this process there is no sale of the service; instead the service is reduced, transferred to another level of government or eliminated completely.  Load shed is most commonly undertaken where the government has determined it should not provide a service because it no longer meets the original public need. 

For example, after investigation, a government may find that it has been subsidizing a recreation center that now has private-sector alternatives.  It may decide to reduce the number of operating hours of the facility, or close it altogether, as a response to this new environment.
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�Assessment Criteria

When alternative service delivery options are identified, there are many ways to compare the alternatives.  How can policy makers know which alternatives would yield the “best” results?  Answering this question requires the creation of evaluation criteria.  There are textbooks full of decision-making tools and many elaborate matrices of costs and benefits that could be constructed to produce a rational decision.  We have chosen a simple, comprehensive set of criteria to aid politicians when considering ASD: 

Measuring Efficiency in Service Delivery

Suppose Allegheny County provided residential garbage collection services using county personnel, equipment and facilities.  To evaluate the service’s efficiency criteria, analysts would identify the measures most representative of efficient garbage collection.  They might interview county waste managers and review waste management literature to identify these measures.  The investigation might conclude that “cost per ton collected” was the best measure, calculated by dividing total collection costs by the tons of waste collected.  Once in place, this measure allows for comparison among alternate service methods.  Estimates can be generated to determine the cost per ton for several proposed alternatives.  These estimates could be found from experiences in other jurisdictions, vendor financial or operating data, or from modeling techniques.  With these data, as well as information about the other criteria, decision makers can decide what weight to give efficiency in the ultimate decision, and whether the estimated efficiency of the ASD proposals warrants a change in garbage collection services.  If changes are made, efficiency measures can become a tool for evaluating and monitoring the performance of the new garbage collection service.

Efficiency

Effectiveness

Equity

Feasibility  

A thorough ASD analysis requires that each option be evaluated against these criteria.  Whenever possible, we developed methods to measure each option’s impact on the criteria. 

Efficiency

The efficiency criteria require that government services be produced with the minimum amount of resources necessary.  For practical purposes, resources are usually expressed in dollars, and efficiency is commonly expressed as the total cost or cost per unit of service provided.  Analysts collecting data about efficiency usually need to:

Identify each function of the service,

Account for the costs of delivering the functions, and

Measure the quantity of service provided for each function.  

Ideally, each ASD option being considered will have some estimate of efficiency.  The efficiency of each option is compared to the efficiency of the current service delivery method.  Armed with this information, decision makers must then decide what weight they will give to the efficiency criterion in their decision process

Can ASD improve efficiency?

There is no sure-fire way to ensure efficiency, but the following considerations suggest ways in which alternative service delivery can increase efficiency.  If public and private providers must compete to win service delivery contracts, they have incentives to lower costs and provide better quality service.  This suggests that creating competitive environments – especially through managed competition – may be more important for improving efficiency than engaging the private sector to provide services.  Awarding a contract for garbage collection throughout an entire city would create a monopoly, regardless of the provider’s sector.  Instead, a city could be divided into districts and bids requested from public and private providers for garbage collection contracts in each district. Increasing competition in this manner should increase efficiency.  

Another way to improve efficiency through ASD is by using efficiency measures as benchmarks for future performance, regardless of the ultimate service provider.  The use of performance measures is a popular public management technique (See Appendix B).  Performance measures can increase efficiency by creating a competitive environment and making service providers accountable.  Service provider efficiency can be compared across agencies and governments as well as various providers within a single agency.  This score-keeping may motivate managers and employees to compete.  In addition, if politicians, managers and the public monitor efficiency measures, this scrutiny may enhance accountability, and ultimately, efficiency.  

The use of performance measures does not guarantee increased efficiency:  Keeping score is often not enough to motivate humans to perform well; it can motivate them to perform only to the measures, neglecting other important organizational goals.  To increase motivation, these measures must be tied to incentives that encourage better performance.  Public managers must recognize that public employees are motivated by the same things private employees are: compensation; benefits; a safe, fun workplace; and opportunities for responsibility and advancement.  In addition, performance measure systems could be used along with traditional evaluation systems to ensure broad conformity with organization goals.  Efficiency measures may enhance efficiency, but policy designers should attempt to make measurement more than just keeping score.

Finally, ASD can improve efficiency by giving its providers “ownership” of the service. This translates into:

Giving service providers the responsibility for delivering the service,

Making them accountable for the efficiency of its delivery, and 

Rewarding them for doing it well.  

Public providers may be held to a double standard.  Expectations for efficiency are high, but managers and employees are often not given the authority or motivation to provide efficient services.  ASD provides an opportunity to design service provision in a manner that allows accountability, responsibility, authority and recognition, regardless of the provider’s sector.

Effectiveness

Measuring the Effectiveness of Services

Several years ago, the Illinois Dept. of Public Aid decided to reexamine the way it reimbursed nursing homes for Medicaid patients.  It paid according to the level of care provided: for severely ill residents who needed more care, the  state paid more; for those who needed less care, it paid less.  This seemed entirely logical and fair, but when state analysts finally looked at the results, they were horrified.  The overriding goal of state policy was to keep the elderly as independent as possible, so as to minimize costs.  Yet the percentage of nursing home residents who were bedridden was rising steadily.  Apparently, by paying more for bedridden patients, the state had given nursing homes a financial incentive to keep them bedridden - and a disincentive to get them up, involve them in physical activities, and help them function independently.  Because the funding formula focused on inputs but ignored outcomes, it had produced the exact opposite of the state’s intentions.�

Effectiveness measures focus on outcomes; namely, the quality of services provided and their impact on the consumer.  Some services, such as health clinics, affect the consumer directly, providing an easily measurable outcome. Other services, such as regulation, do not lead to definitive outcomes.  They leave us wondering what would happen if these regulatory functions were not in place.  We accept the existence of hard-to-measure services because we value such things as clean air, water and food.  Ideally, service providers would be able to accommodate the needs of all consumers at an acceptable level of quality. In our imperfect world, however, providers must react to consumers’ patterns of consumption.  One indicator of effectiveness is consumer complaints.�  It is in the interest of the provider to minimize complaints. 

Any evaluation of the effectiveness of a method of service delivery can only occur in light of trade-offs.  In the pursuit of complete customer satisfaction, the provider must not discard the pursuit of efficient operations.  In the end, effectiveness has to strike a balance with considerations of efficiency, equity and feasibility.

Addressing effectiveness

When government or private managers are working to achieve effective implementation of service delivery, they must weigh several factors:  

Needs of the constituency.  Research must be performed in order to identify needs within the community.  Services are then designed to meet those needs.  

Goals and objectives.  These must be carefully constructed so as to ensure an appropriate level of delivery.  They should neither be unrealistic nor understated.  They must address both the quantity of service to be delivered and consumers’ access to that service.

Meeting stated goals and objectives.  Once a program is in place and services are being delivered, they should be periodically evaluated according to the stated goals and objectives.  Without this component, managers cannot know whether the service is meeting consumers’ needs or what quality of service is being provided.

In order to address these considerations, the government must decide what constitutes effectiveness in the provision of a particular service and implement some system for evaluating effectiveness.  This includes the implementation of data collection tools and consumer feedback mechanisms.  To lend significance to these measures, comparable service providers must be identified and used as benchmarks for the provision of services.

Significance of effectiveness in ASD decisions

Prior to making any change in service delivery, government needs to consider the role it will play after the change has taken effect.  Decisions must be made about evaluating performance, handling consumer complaints and planning for emergencies in the new system.

Evaluating performance. If a government service is contracted to the private sector or left to private companies to deliver, continuous performance evaluation may be more difficult.  Private service providers might consider input, output and outcome measures to be sensitive, confidential information.  When the quality of service provision is at risk, it is imperative that government maintain an element of oversight.  This oversight could come in the form of contract requirements, regulatory authority or some other means of involvement. 

Handling consumer complaints.  Under most changes in service delivery, the government is still responsible for the provision of the service.  But as government becomes more removed from the process, it may become more difficult for the citizen to determine who is accountable. This situation raises concerns regarding consumer complaints:  Who should the consumer turn to if the private provider's service delivery is substandard?  Should the government usurp the responsibilities of the provider when this happens?  Should the government be responsible for the quality of service once the service is devolved to another provider?  These issues must be addressed in the service delivery agreements signed between the government and outside providers.  Agreements should include well-specified output and outcome requirements that guarantee some defined quality of service.

Planning for emergencies. Contingency plans are necessary if the government is to guarantee the effective delivery of a service.  Even if the government maintains a presence in the service area, it may not be able to react as effectively in emergency situations or be as effective in fixing problems with service provision.  Working with the new provider to create such plans will help remove uncertainty from the process.

Equity

Issues of equity inherently arise when policy makers propose changes that affect various groups of people.  Decisions about changing service delivery methods are seldom win-win – the outcome of the decision usually results in a gain for some groups at the expense of others.  Modification or cessation of services can reduce taxpayer burdens, but service users may be left without alternatives.  Changing the method of service delivery can cause public sector workers to be replaced by private sector workers.  Are there methods for devising equitable outcomes?

An examination of the possible impacts on all stakeholders – a stakeholder impact analysis – is the most pragmatic method for evaluating the equity effects of changes in service delivery.  Stakeholders are the groups and individuals who are potential winners or losers if a service delivery change is made, and identifying them requires a detailed knowledge of the service being considered.  Stakeholders typically include service providers, service users and those who finance the service (usually taxpayers).  Each service may have other unique stakeholders – jails have inmates, landfills have neighbors and liquor stores have suppliers.  Decision makers need to determine which stakeholders matter in the decision being considered.  For example, while some non-residents of Allegheny County may use local services, should the county care if they are affected by a change in service delivery?

After determining the relevant stakeholders, decision makers should identify the issues important to each.  Public employees may care about how service delivery changes will effect their job status, compensation, work rules and workplace safety.  Service users may care about costs, quality and access to services.  History can be a good guide – other communities’ attempts to change service delivery may have brought these stakeholder issues to the surface.  In addition, decision makers can work with the stakeholder groups to identify or confirm what issues are important to them.

The next step in the impact analysis is establishing baseline data for the identified stakeholder issues.  Relevant questions include:

What is the current workforce size?

What are the wage levels? 

What are the work rules?  

What are the workplace safety standards?  

How many people use the service?  

How well do users like the current services?  

How much does it cost to deliver these services?  

Answering these questions is essential to determine how proposed changes will impact stakeholders. Without these data, comparisons are impossible.

The last step in the analysis is determining how stakeholders might be affected by various service delivery methods, which is accomplished by estimating how the various proposals will impact the baseline data.  These estimates can be derived in several ways:

From the experiences of other jurisdictions. Many governments are experimenting with service delivery methods.  Their experiences can often be used as a starting point for what another government might experience under similar circumstances.

From academic research.  Researchers are anxious to determine whether certain types of service delivery changes are beneficial.  They often measure or summarize how changes affect stakeholders.

By creating models of the service.  If analysts can accurately describe how a service process works, they can create mathematical models of the service and create “what-if” scenarios that estimate how changing service delivery methods might impact different stakeholders.

Significance of equity analysis in ASD decisions

The stakeholder impact analysis produces estimates for a variety of impacts on a variety of stakeholders.  While these data can lead to informed decisions, analysts have few tools that actually make the ultimate decision.  This final step requires governments to place values on the impact-analysis data.  Which is more valuable, $25 in taxpayer savings each year or 100 public employee jobs?  Also, whose values are important?  Taxpayers and public employees may place very different values on tax savings versus public jobs.  

Elected officials are empowered to make these determinations because their constituents have found it impossible to receive certain services without government.  If government is a voluntary arrangement for collective decision-making, it would be illogical to make any set of values superior to those of the represented citizens.  The preferred approach would require decision makers to define a set of values that they believe are synchronized with those of their communities and that promote the general welfare of those communities.  Alternative methods of service delivery must be evaluated in light of these values.�  This rule is sensitive to the utilitarian ideal that politicians should weigh costs and benefits, while recognizing that society may have a preference for a particular distribution of costs and benefits.  It requires politicians to quantify the costs and benefits of an ASD decision and solicit society’s preference for allocating their resources.

It is unlikely that any change in service delivery would leave every stakeholder unharmed.  But political and economic forces often require that proposed changes be given serious consideration.  To make an informed decision, governments should strive to identify all the relevant stakeholders and determine how changing a service delivery method will affect each of them.  Decision makers are then left with the difficult task of weighing those impacts and evaluating whether the proposed policy change will increase the community’s general welfare.  We recommend that politicians make a reasonable effort to learn the wishes of the citizens and place considerable weight on them when making this evaluation.

Feasibility

Once it is determined that a particular service is ready for change, decision makers need to ask themselves whether change can occur.  Changes may not be feasible because of political forces, legal barriers or the lack of a competitive market.

Political forces

Political circumstances may block change from occurring even when it would be more efficient and effective. Some affects of politics on the ASD decision include:

Maintaining the status quo. Decision makers will bear the consequences of any change. Elected officials may not want to make extensive changes within the government, believing that substantial changes might prove too risky.  This fear reflects the belief that maintaining the status quo may be the most effective tool for ensuring re-election.  

Pressure from labor groups or constituent organizations.  Strong employee organizations may block change by negotiating restrictive clauses into labor contracts or by organizing opposition through media, strikes/slowdowns or public demonstrations.  In a similar way, community organizations may be able to block change where they fear that services will be diminished or eliminated or where a specific interest groups may be negatively affected.� 

“Cozy” political arrangements, rather than improving government efficiency.  Political alliances may be forged between politicians and businesses, and contracts may be awarded because of political support instead of adequate provision of goods and services.  In these cases it may be the businesses and politicians who win, and the constituency who loses.

Legal issues

Regardless of the efficiency and effectiveness of changing service delivery, several legal barriers can arise that make it infeasible to alter provision. These include: 

Laws requiring provision of the service. The primary legal barrier to changing the delivery of any service is the existence of a federal or state mandate that forces the county to assume the primary role in providing a service.  For example, the Pennsylvania Constitution requires each county to have a Board of Elections that will gather and tally election results as well as buy, maintain and store the equipment used in elections.�  The Pennsylvania Supreme Court has held that these duties are purely ministerial, and members of the board are not allowed to exercise discretion over them.�  This type of mandate makes change infeasible in the election system, without a change in legislation.  

Funding requirements.  In some instances, a mandated service is also funded largely by the state or federal government, which usually attach obligations to their funding.  These obligations force counties to meet some minimum requirements in order to obtain or retain the money.  In these circumstances, changing either the managerial role of the county or the service provider may jeopardize funding.  Decisions to change or discard certain services may only result in lost dollars for the county.  For example, county taxes fund just 21% of the total Allegheny County Health Department (ACHD) budget; revenues and earnings account for 19%, and state and federal money accounts for the remaining 60%.  The Allegheny County Commissioners voted to reduce county contributions to two services provided by the Health Department.  The result of this reduction was a loss of $3 million in matching funds from the federal and state government. 

Liability issues.  Governments are commonly immune from certain types of litigation as well as antitrust violations relating to government monopolies. With many governments considering changes in service delivery, courts will have to answer the question of whether private companies working under government contract will be similarly immune.  If government immunity is not extended to private contractors, negotiated contracts will include increased litigation costs.  Under these circumstances, private companies may not be able to operate any more efficiently than their public counterparts.  For example, government jail employees are exempt from civil rights violations arising from negligent conduct.  During the current session (1996-97), the U.S. Supreme Court will decide whether private employees working pursuant to a government contract will be similarly immune.�  If the court holds that private jail employees are not immune, money that could be saved by a private contractor might be spent litigating these claims.  

Market forces

The success of many alternative methods of service delivery depends on the existence of a competitive market or a system for measuring outputs and outcomes.  If neither of these are available, savings from changing the method of service delivery may be reduced or eliminated. As a result, change may be infeasible.  Some barriers in this area include:

Deterrents to competition.  Stringent regulations may significantly decrease competition, perhaps to the point where changing service delivery in an attempt to increase market competition is no longer relevant.  Governmental regulations may be so specific that any non-governmental service provision is not feasible.  Extensive government oversight or administration may deter potential bidders. For example, many county row offices have lengthy statutory requirements that define the service.  These requirements may deter potential bidders, and even if bids are received, detailed regulations may raise the amount of the bids – thereby reducing potential savings under an alternative method.  

Lack of a competitive market.  The government will need to make sure that a competitive market exists or can be created to provide the service. Competition may dwindle after the initial bidding process, with the government inadvertently creating a private monopoly by awarding the contract to a single provider.  A private monopoly will reduce the potential for cost savings, again reducing the economic incentive for changing the method of service delivery.  Decision makers should also be aware that companies have sometimes “underbid” the first time a contract is awarded, giving the government a false sense of long-term cost savings. 

Collusion. Companies collude when they agree to bid at a certain level, therefore decreasing private-sector competition for the government service. A group of private companies can also agree not to bid against each other in specific geographic or functional areas.  The existence of collusion diminishes competition, with the possible result that constituents are overcharged for the service.   

The government must determine whether collusion or other forms of corruption (bribery, bid rigging, kickbacks) are likely in the service area under consideration.  In answer to the threat of such graft, the government must retain a strong supervisory role and promote competition in ways not given to corruption.��
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County of Allegheny, Pennsylvania

Allegheny County is located in southwestern Pennsylvania.  The county is 731 square miles, containing the city of Pittsburgh and 129 other municipalities.  The second-most populous county in Pennsylvania, it ranks 19th in the United States with 1.3 million residents.  

�
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Government

Allegheny County was founded in 1788. The county government derives its authority from the Constitution of the Commonwealth of Pennsylvania.  Pennsylvania counties are classified by population and governed by state codes that were adopted by the General Assembly.  Allegheny County is governed by the Second Class County Code, the only Pennsylvania county in this class.  The county is led by an elected three-member board of commissioners, whose most recent four year term began January 1, 1995. In 1996, the commissioners created a county manager’s office.  The county also has several elected row officers, including the clerk of courts, controller, coroner, district attorney, jury commissioner, recorder of deeds, register of wills, sheriff and treasurer.  Row officers have the authority to appoint and hire staff necessary to execute their duties as prescribed by law.  An organizational chart for the county can be found in Appendix A.

Pursuant to the Pennsylvania Constitution, county governments keep legal records, conduct elections and administer to the poor.  Allegheny County has developed intergovernmental relations with the state and municipalities and expanded its mission to include health, public welfare and parks and recreation.  The county also has the responsibility to oversee areas where municipalities have failed to act or where it is impractical for municipalities to act, such as zoning.  County have the responsibility to assess real estate for local tax collection and the power to tax people and property, subject to state limits.  Second Class County status gives Allegheny County the authority to engage in police and fire protection.  The county also administers, often by mandate, many local, state and federal public welfare programs such as mental health, child welfare and Foods Stamps. 

Demographics

There are two important demographic trends in Allegheny County. First, the county has been losing population since the 1960s.  The population dropped 1.4% in the 1970s, 9.7% in the 1980s and 7.8% in the 1990s, and this trend is expected to continue.
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This downward population trend is important in the investigation of alternative service delivery in Allegheny County, because it suggests that the county’s ability to raise revenues will be constrained by its declining population. This is expected to create corresponding pressures on the county’s expenditure budget.

The second demographic trend is that the county is aging.  Since 1980, the median age of Allegheny County residents has risen 4.5 years.  The combined effects of aging residents and the out-migration of younger residents exaggerates the growth rate of the senior-aged population in the county.  This fact suggests that the services needed and desired by county residents may be changing.  Older residents demand more health, transportation and recreation services.  For at least the last decade, health service costs have increased faster than inflation, so financing and providing these services will be a daunting challenge.  At the same time, these expenditure pressures are exacerbated by the lower per capita revenues contributed by seniors.  Seniors often enjoy property tax exemptions, have lower taxable wage earnings and have fewer taxable consumer transactions.  County leaders should be concerned by this double-edged trend. 

Economy

The primary economic generators for Allegheny County are the organizations located in the city of Pittsburgh.  The region has a rich history rooted in the steel industry.  That history plays only a minor role in the economic landscape of Allegheny County today:  The economy has become more diverse and more service-oriented.  In 1993, the Census Bureau estimated that 39% of Allegheny County’s private establishments were service-oriented.  This trend is expected to continue, as the number of health care and technology firms in the county continues to grow.  While this growth will increase the absolute amount of revenues for the county, service-based companies do not generate the amount of property tax revenues that steel plants do.  Again, this may affect the county’s ability to generate future revenues, as it relied on property taxes for 68% of local revenues in 1995.

Finances
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The county, required by state law to adopt a balanced budget each year, is approaching a budgetary crossroads.  In 1995, the newly elected county commissioners instituted policies reducing property tax millage by 20% and freezing property assessments for five years.  Expenditures have not been reduced to match these revenue reductions.  In response, county government operating deficits have been financed with available general fund balances during 1995 and 1996.  This practice is unsustainable, as these fund balance reserves are essentially exhausted.  In April 1997, a local judge ruled that the assessment freeze violated the state Constitution and ordered a reassessment. However, because the assessment process is in disarray, county leaders are still left with difficult choices about future revenue enhancements and/or expenditure reductions.  ASD is one option the commissioners can consider to reduce the current structural deficit.

Long-term implications

Allegheny County faces a potential financial crisis. The lack of a fund balance may force the county to raise taxes in the near future.   The population is declining and aging, the tax base is declining, and the funds may simply not be available for the county to maintain the current level of service.  Because of these factors, the county should immediately investigate different options for delivering the services it now provides.

Services

When we began our project, we were certain only that we wanted to look at how Allegheny County government delivers its services.  To this end, we initially considered each of the departments in the county as well as the services that they provide to the county residents.  Our goal was to narrow the list of relevant county departments from the full 39 departments to a more manageable number of three to five into which we would look further.  Our method for doing this can be divided into two distinct parts, a preliminary and a secondary screening.  A detailed discussion of our methodology is available in Appendix C.

As a result of the screening process, we focused our analysis on four county services:  the county jail, plumbing inspections, park maintenance, and the ice skating rinks.  These activities represent the range of the nature of services provided by the county and include large and small budget items.  Presented in sections 5.2-5.5 are the results of our analysis, complete with details on how our general methodology was modified for use with specific services. 

Jail
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As one of the largest components of locally funded services, amounting to about 16% of locally collected property taxes in 1996 (� REF _Ref387755899 \* MERGEFORMAT �Figure 4-1�), the county jail holds potential for costs savings or increased effectiveness.  The jail requires a substantial expenditure of county funds and also has presented management challenges to the county administration.  An April 1996 report by the Pennsylvania State Department of Corrections found the jail “lacked formal leadership, adequate security measures for prisoners and inadequate staffing procedures.”�  According to the study, guards left doors open for their convenience, prisoners had access to knives, metal detectors sat unused and no emergency plans existed.  After the inadvertent release of prisoners in September 1996, the president of the jail guards union, John Pastor, declared the records department to be in chaos.�  For most of 1996, the jail suffered from a lack of permanent leadership after the retirement of the former warden, Charles Kozakiewicz, in January 1996.  The county did not appoint a new warden until December when it named Calvin Lightfoot to the post. Lightfoot is making strides to bring many of the facility’s problems under control, but these troubles suggest the challenges Allegheny County faces in managing its jail.  

In the early 1970s the population in the nation’s jails and prisons exploded, while revenues for state and local governments stagnated.  In the 1980s, support grew for privatization of government services, highlighted by the Grace Commission under President Reagan as well as efforts to replicate the privatization moves of Margaret Thatcher in Great Britain.  As governments tried to provide adequate prison services while containing costs, many states, as well as a few local governments and the Federal Bureau of Prisons (BOP) and the Immigration and Naturalization Service (INS), accepted offers from private companies to manage their jails and prisons.  From an early start in 1985 with about 1,000 beds under private contract, the number of beds now under contract has grown to more than 63,000 in 1995, about 4% of the total number of prison and jail beds in the nation.�  

The growth of the private prison industry fueled academic and state studies to assess the claims that private companies can provide an equal or better level of service at a lower cost.  These studies and the ample and competitive market of private jail management firms, combined with the size of the Allegheny County Jail budget and the management problems the jail presents, suggest that the facility is a strong candidate for some form of alternative service delivery such as contracting for the complete management.  The federal government, many state governments and a number of local governments currently contract the jail and prison management services.  These governments find they can save money while continuing to meet the goals they established for their institutions.

Overview
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As a local county facility, the jail serves a wide variety of populations.  The jail holds those awaiting trial, those convicted of minor offense that merit a shorter stay than common for a state penitentiary and a few federal prisoners awaiting trial or transportation.  The longest sentence a prisoner can serve in the jail is 23 months, with the average stay being 24 days.

The new Allegheny County Jail opened in May 1995.  It replaced three existing structures that held a total of 1,400 inmates: the main Allegheny County Jail, built in 1886; the Jail Annex, completed in 1986; and the Pittsburgh Public Safety Building, leased from the city of Pittsburgh shortly after the annex opened.  The county built the new jail, which can hold up to 2,400 in double cells, under federal court order to alleviate overcrowding.  The facility, conforming to the most recent standards of the state and federal government and the National Institute of Corrections, is designed according to a direct supervision model where the guards are always in direct contact with the inmates.  The residents are separated according to needs and crimes (violent, non-violent, mental health) in pods that contain 56 to 84 prisoners.  The total project cost about $147 million, or about $47,000 per bed.�  The jail averaged 58 admissions per day in 1995, and housed an average 1,507 inmates per day (� REF _Ref387755875 \* MERGEFORMAT �Figure 4-2�).

Options

Management strategies that fall within the realm of alternative service delivery discussions take a variety of forms.  This study, however, focuses primarily on a single alternative strategy, contracting with an outside firm for the management of the jail.  Most jurisdictions pursuing this option sign a contract with a private, for-profit firm, but it might include contracting with a non-profit group or reaching an agreement with the jail union to run the jail.  Voucher systems and other options are not considered in this section due to limited amount of research on these alternatives.  This study of the possibility of privatizing the county jail focuses on the efficiency, effectiveness, equity and feasibility of such a move.  Using these four criteria, it analyzes the experiences of other jurisdictions that privatized their correctional facilities and seeks to apply these findings to Allegheny County.  

Feasibility

Contracting for the management of the county jail is a feasible option.  Privately managed adult incarceration facilities exist at all levels.  These facilities hold all types of prisoners, from relatively low-security work farms to the most secure prisons for hardened criminals.  Currently, about 4% of all prison and jail beds are under private management.  A 1996 census of private jail facilities identified 16 county or city jail facilities (See Appendix G for a detailed list).

As of June 1996, 17 firms managed secure adult correctional facilities.  Based on number of beds, Wackenhut Corrections and Correction Corporation of America (CCA) collectively hold more than 75% of the market.  The number of prisoners is expected to expand significantly in the next few years as “three strikes” laws take effect and new prisons are built.  Industry analysts expect privately managed jails and prisons to represent about 12% of the total number of beds by 2005, as support for privately managed jails and prisons grows and the management firms take over some of the newly constructed facilities.�  

The question of legal feasibility in contracting out with private firms for the management of jails and prisons is broken down into three key areas: constitutionality, immunity and employment laws.  Private management of a jail in Pennsylvania is constitutional.  There are no federal laws prohibiting private management of a jail. There have been challenges to private management in federal and state courts, but at this point contracting out has been held constitutional,� unless a state law exists that expressly prohibits private management of a jail.�  Pennsylvania has no laws prohibiting private management of jails, but the state has not enacted specific enabling legislation.�  Two counties in Pennsylvania, Butler and Delaware counties, have contracted with private firms to manage their county jails.  (See boxes for details.)  Pennsylvania also has numerous private providers of juvenile correctional services, at various levels of security. 

A related constitutional issue is prisoner civil rights under a private management contract.  Prisoners’ civil rights are not abrogated when a private firm has assumed the management of a jail or prison.  Instead, it is generally accepted that private companies working pursuant to a government contract are “state actors” and thus liable for any violations of civil rights pursuant to section 1983 of the Civil Rights Act.�  

Of greater concern than the constitutionality of contracting out are issues related to immunity for employees of the private management firm and fair labor standards.  Under current law, public prison and jail employees are immune from certain types of suits.  In order to be liable for civil rights violations public jail employees must have “intended to cause harm,” acted with the “knowledge” that their conduct would result in harm to the prisoner or acted with disregard for the prisoner’s civil rights.  Thus, public prison employees are exempt from civil rights violations alleging negligence.�  During this term, the U.S. Supreme Court will decide whether “qualified immunity” will extend to private management firm employees.�  If qualified immunity is not extended to private employees, private jail management firms will need to take these extra litigation costs into account when bidding on jail contracts.  Therefore, the potential for savings through contracting out may be reduced.

Issues related to fair labor standards must also be taken into consideration when changing to a system of  private management.  Pennsylvania’s local governments (city and county) have a history of attempting to change union contracts before they expire.    In April 1996, Delaware County installed Wackenhut as the manager of its jail and commissioned the firm to build a much-needed new jail.  While the constitutionality of contracting for the management of the jail is not at question, the jail employees union sued Delaware County because the county installed the private management firm before the union contract expired.  The American Federation of State, County and Municipal Employees (AFSCME) sued for a preliminary injunction, which if granted would remove Wackenhut and reinstate the union employees.�  After multiple appeals, the case is pending before the Pennsylvania Supreme Court.  

Butler County, Pennsylvania

On October 1, 1985, the Butler County Commissioners transferred management control of the Butler County Prison to Buckingham Security Limited under a two-year contract, making it one of the first jails to move from public to private control.  The Butler County facility held about 100 male and female adult inmates.  Charles Fenton, a part owner of Buckingham Security, became warden of the Butler County Prison. Fenton was a 23-year veteran of the federal Bureau of Prisons system, where he served as warden of the maximum security penitentiaries at Marion, Illinois and Lewisburg, Pennsylvania.  A county employee monitored the contract.  Buckingham established for the first time “a professional system of key control, head counts, security system checks, cell inspections and classification, admission and release procedures.”�  In a November 13, 1986, letter, County Commission Chairman Richard M. Patterson declared:  

“Less than one year ago, we had a great deal of concern about the Butler County Prison.  It occupied our time almost daily.  Control was in question.  Both the employees and the prisoners were in a serious state of turmoil.  Court action was involved, and the public was agitated by negative media comment.  Within three months, due only to the professionalism of Buckingham Security, the whole matter has made a one-hundred-eighty degree turn, and all is quiet and all is under control, including cost.”�  

The county commissioners subsequently extended the contract for a third year.

The jail guards’ union, the American Federation of State, County and Municipal Employees, opposed the move to contract out the management of the jail and organized a statewide campaign against it.  In the next county commissioner election, the union supported two candidates who promised to return the jail to public control.  After a contentious election with wide disagreement about whether the county actually saved money by contracting with Buckingham, the two union-supported candidates won election.  They did not renew the contract.  

In a similar case, AFSCME sued the City of Philadelphia after the city reduced fringe benefits more than one year before the expiration of the collective bargaining agreement.  The Pennsylvania Supreme Court issued a preliminary injunction against Philadelphia, preventing the city from instituting any change in fringe benefits until expiration of the collective bargaining agreement.  Before a local government makes changes that would in any way affect the existing collective bargaining agreement, it should fully examine the provisions of that agreement or assume that there will be some costs of litigation involved with any change to it.

Currently it is not clear whether any reduction in public employees’ fringe benefits will be an automatic justification for the issuance of a preliminary injunction.  In the Delaware County suit, the court indicated that a loss or reduction of medical benefits may be considered irreparable harm, which would automatically warrant the granting of a preliminary injunction.�  If the private management company must provide the same or similar fringe benefits to its private employees under Pennsylvania law, savings to any local government through contracting out will be greatly reduced. 

To some critics of privately managed corrections, the apparent legality of contracting with a private firm for facility management does not make it acceptable.  These critics, including John Pastore, president of the Allegheny County Prison Employees Union, say that imprisonment is among the “functions which rightfully belong to government.”� John J. DiIulio, writing in Private Prisons and the Public Interest, declares that private firms can save money while providing the same level of service as a publicly managed jail or prison, yet “to be legitimate and morally significant, the authority to govern those behind bars, to deprive citizens of their liberty, to coerce (and even kill) them, must remain in the hands of government authorities.”  The American Civil Liberties Union also expresses apprehension, as the officially recorded policy of the ACLU states:  “The delegation of control and custody of prisoners to private entities, in and of itself, raises serious constitutional concerns.  Because the deprivation of physical freedom is one of the most severe interferences with liberty that the State can impose, and because of civil liberties concerns created by private management ... the power to deprive another of his/her freedom cannot be delegated to private entities.”  

Charles Logan, professor of sociology at the University of Connecticut, responds to these arguments in his book Private Prisons: Cons and Pros.  “It must be made clear that contractually managed prisons are still government prisons.  They do not exist on their own authority... .  In the current argument, the choice is only between (a) direct governmental provision through salaried employees versus (b) governmental procurement through contract.”  Logan cites David M. Lawrence, professor of public law and government at the University of North Carolina:  

Important judicial and executive powers have been delegated, in some cases for decades or even centuries, without the validity of the delegation being questioned.  The power of arrest has been delegated to railway police, to humane society agents, and to bail bondsmen.  The power to seize and sell property has been delegated to certain lienholders.  The power to destroy buildings, without personal liability, in order to stop the spread of fire has been delegated to anyone at the scene of a fire.  The power to adjudicate grievances between employees and employers has been delegated to private arbitrators.  And the authority to determine which law schools’ graduates may sit for the bar examination has been delegated to the American Bar Association.  Only the last of these has been challenged on delegation grounds, and the challenges consistently have been refuted.

According to correctional law expert William Collins, again in Private Prisons:  Cons and Pros, “the more the contract makes the private provider simply the administrative extension of the ... government, and leaves ultimate authority in the hands of government officials, the more likely the contract will satisfy judicial scrutiny.”  For privately managed jails, that would most likely mean that the governing body would maintain control over admission and release, including good behavior time.  

Ultimately, this becomes a policy decision for the citizens to express through their elected officials.  The county should be cognizant of these issues if it were to contract with a private firm for the management of the jail.    

Efficiency

For most jurisdictions, the decision to outsource the management of a jail or prison hinges on cost savings.  Studies show that these savings could range from 10 to 15% in comparison to public provision for the average jurisdiction.�  Savings are achieved through improved management and efficiency, economies of scale and cost control incentives. 

Proponents of prison privatization suggest one of the prime reasons for savings stems from the different nature of private and public enterprises. The managers of private prisons have great incentive to control costs, whereas the public officials have few, if any, reason to limit their budget requests.  Private entrepreneurs survive and prosper by providing the best service at the lowest costs.  Bureaucrats in the public sector reap few rewards for increasing efficiency.  Rewards in the public sector come in the form of expanded budgets or increased personnel. The power and prestige of these public managers increases along with the size of their budget.  

Privately managed facilities are also able to save money through improved efficiency in purchasing.  The private companies are not bound by ponderous government purchasing rules and red tape, only the commitment to find the right product at the best price.  National management companies are also able to achieve savings through economies of scale.  The largest of these companies are feeding and clothing thousands of people, enabling them to command discounts from suppliers. 

As a national company, a private management firm is able to groom leaders across the company, giving their employees the opportunity to advance within the system.  At the same time, the company can promote and reward those employees who have best served the company and the contractees by improving the effectiveness and efficiency of the jail operations.  A national company also has the freedom to transfer employees within its system, thereby avoiding leadership deficits such as the one plaguing the county jail for much of 1996, when the facility was without a permanent full-time warden.  
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Private management firms achieve a significant portion of savings through lower personnel costs.  Personnel costs amount to about 60 to 80 percent of annual operating costs on average for jails and prisons.  In Allegheny County, personnel and benefits were 60% of total costs in 1996 (� REF _Ref387756314 \* MERGEFORMAT �Figure 4-3�).  Essential posts at a jail must be staffed around the clock.  This need for continuous staffing often requires a substantial number of overtime hours at significant expense because of absences due to sickness or vacation.  John Schaffer of the State Department of Corrections, who served as acting warden at the jail for much of 1996, increased the utilization of part-time workers to reduce the number of overtime hours.  Because private management firms often are not bound by union work rules or are able negotiate more flexible union agreements, the firms are able to implement new staffing patterns that improve personnel utilization.  

Savings at the recently privatized Delaware County jail are expected to amount to about $1 million in the first year, with commensurate savings over the life of the contract.  A large part of this savings comes from reduction in overtime costs, which amounted to more than $1 million a year under county management – about 7% of the $14 million jail budget.  Wackenhut is now using part-time staff to meet many of the staffing needs rather than pay overtime to full-time staff.  Wackenhut achieved some of these savings by realigning many staffing positions.  For example, Delaware County staffed the late-night shift, when all the prisoners are locked in their cells, with 29 guards.  Wackenhut uses only 20.  The union contract provided for a guard answering the phone, but Wackenhut assigned a clerk, paid at a clerk’s wages, to answer the phones for the jail.  At the same time, it increased the number of line supervisors.  Wackenhut argues that this improves overall performance of the jail by increasing management direction.�  

Such types of changes are illustrative of the new atmosphere instituted when private management firms begin to operate a jail or prison.  According to Daphene Lyons, a former officer with the City of New York Department of Corrections and currently the assistant warden of the Delaware County Jail, his efforts to improve operating performance and reduce costs by moving staff out of the mail room and into the cell blocks in the New York City system met with strong resistance from the union and the entrenched employees, particularly those with strong political ties.�  

A January 1996 study by the State of Washington Legislative Budget Committee found that the staff size of privately run prisons ranged from 88 to 97 percent of state prison staff, and average salaries ranged from 69 to 93 percent of salaries at the comparable state facilities.�  If these ranges are applied to the Allegheny County Jail budget, savings might range from a minimum of $2.4 million (5.9%) to a maximum of $9.5 million (23.7%). This estimate is based upon the jail’s initial 1997 budget request of $40.1 million, which includes $24.2 million for wages and benefits (60.3%).  These estimates suggest the potential for savings at the county jail from altered personnel costs under a private contractor and do not represent the actual savings the county might realize.  Some of the personnel savings would be retained by the management firm as part of its profit.  

A 1989 National Institutes of Justice study of the Hamilton County Penal Farm near Chattanooga, Tennessee, managed by CCA, found the county saved approximately 5.37% over the three-year period of 1985 to 1988.  The terms of the contract are re-negotiated every year, requiring the county auditor to prepare an annual estimate of the cost to reassume direct county control of the facility versus maintaining the contract with CCA.  The auditor, Bill McGriff, emphasized that he always used conservative estimates resulting in estimates of minimal costs savings.  It could be that if the county did truly have to resume these functions, the cost might be even greater.

Effectiveness

Concerns are raised that the effectiveness, specifically safety and security or the quality of life for inmates, will not be maintained if a private management firm is hired.  These concerns are not without historical precedent.  DiIulio, associate professor of politics and public affairs at Princeton University, citing Louisiana as typical of prison conditions in the South, notes that “well into the 1940s, the Louisiana penal system was a business administered by leaseholders out to make profits from the labor of unskilled and semiskilled convicts. . . .  As in other southern states where contractors assumed a large measure of control over prisons and jails, Louisiana’s inmates — most of them blacks and dirt-poor whites — were treated as ‘slaves of the state’ though it was not the state that had them in hand.”�  In states such as Texas, California, Michigan, Oklahoma and others, all or part of the prison system was privately administered, many under contract for inmate labor.  It was not until the 1960s that the era of exploitative, for-profit corrections came to an end across the country, largely because of public scandals and journalistic exposes, labor union pressures, reduced demand for the unskilled labor of the inmates and the leadership of principled politicians who objected to the abuse of the system.� 

While the pre-1980s involvement of the private sector in prisons was rather dismal, recent efforts by private industry, in a more litigious time and under the watchful eye of the active courts and the media, are much more positive.  While comprehensive studies are few due to the relative newness of private involvement in the corrections system, several academic studies are available.  In general, these studies separate the issues of cost and quality.  They try to compare public and private management of facilities with similar physical designs and populations along a range of measures, including basic factors such as escapes and violence inside the facility as well as educational opportunities, cleanliness and the quality of food and medical care.  A sample of studies found that quality of private facilities is at least comparable to public facilities and in some cases exceeds it.� 

The Tennessee State Legislature conducted one of the earliest studies, comparing three state prisons, two under public management and one run by CCA.�  Legislation directing the state to establish a privately managed prison also directed the Fiscal Review Committee (FRC) to conduct two studies, one on costs and one on quality, comparing the private prison and two state prisons of comparable size, population and physical plant.  Using indicators such as age, race, custody level, medical classification and education level to determine the nature of inmates, the FRC evaluated all three facilities on measures of an operational audit, safety and security, compliance with professional standards and a program/activity index that assessed inmate work and idleness.  The safety and security evaluation considered a wide variety of factors, including disciplinary reports, the use of force, assaults, deaths, injuries and escapes.  It concluded that “all three facilities were operated at essentially the same level of performance.”�  It highlighted that all had similarly high levels of compliance and noted the improvement in performance of all three over the course of the study.  Advocates of privatization often cite added scrutiny and improved performance as beneficial results of introducing competition into the prison system by contracting with a private management firm.  

The most recent analysis, conducted by William Archambeault and Donald Deis of Louisiana State University, examined three state prisons in Louisiana: one publicly managed facility, one managed by CCA and one by Wackenhut.  The study uses two broad measures: effectiveness, which focused on performance, efficiency in providing services to inmates and risk to staff and inmates; and cost, which included direct, indirect and augmentation costs over a five-year period ending in fiscal year 1995-96.  The study statistically compared the three prisons using 30 sets of measurements to evaluate whether all three met the stated goals of the State of Louisiana Corrections Services.  These priority goals include:

Public safety 

Staff and inmate safety 

An environment of well being, which seeks to ensure the “basic well being of the inmate population by providing adequate food, clothing, medical care and shelter” 

Opportunity for change, which “provides an environment which enables behavior change by making rehabilitative opportunities available for inmates who demonstrate motivation for change and the desire to participate in rehabilitative programs.”�  

The two private prisons, Allen Correctional Center and Winn Correctional Center, significantly outperformed the public, state-operated prison, Avoyelles Correctional Center, on the vast majority of measures.”�  The private prisons were more cost effective by 14% to 16%.  Daily per-inmate costs were $22.96 at Allen (Wackenhut), $23.51 at Winn (CCA) and  $26.76 at Avoyelles (state).  The privately managed facilities also created a safer atmosphere by protecting staff from inmate assaults and preventing assaults “with and without weapons on inmates by inmates, risk of serious injury from other inmates and risk of being shot.”�  The public prison used firearms more often than the privately managed institutions to maintain control of the inmate population and prevent escapes.  The study highlights how the state benefited from the “dynamic competition” between the two private prisons and the state-operated prison.  

Equity

Issues of equity also play a role in the decision to privatize.  If the county decided to privatize the county jail, there could be winners and losers.  If it did save money, the taxpayers of the county might win because other services could be improved or expanded or the savings could be returned to them.  Jail employees, however, believe they could be net losers because their wages and benefits might be altered.  
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The experience of Delaware County, one of the first jails in a northern pro-union state to contract for complete management of a secure county detention facility, illustrates some of the issues that might face Allegheny County if it decides to privatize.  Employment in Delaware County now stands at 210 total employees versus 215 under county management.  Wackenhut offered jobs to nearly all of the previous county employees.  Wackenhut’s hourly wage is about 40 cents higher than the county offered.  However, under the county every employee could expect to earn about $5,000 per year in overtime.  Wackenhut offers few opportunities for overtime.  The county agreement with jail workers also gave the employees a quarterly bonus based on longevity, a dozen sick days per year and automatic pay increases.  Now, under Wackenhut’s management, the guards get no bonuses for length of service and only six sick days.  Pay increases are based solely on merit.  Vacation is based upon length of service as a Wackenhut employee, so almost all of the guards at the Delaware County Jail, as new employees, receive two weeks of vacation.  The amount of vacation employees receive will increase at a somewhat faster rate than under the previous county plan, although the top level is four weeks, not five weeks as under the county benefit plan.

Because workers at privatized prisons and jails are no longer public employees, they no longer participate in the public employees retirement plan, which represents another cost savings to private management firms.  They do participate in company-designed plans, which vary among companies but generally consist of a 401(k) and, in some cases, an employee stock-ownership plan (ESOP).  The ultimate effect varies with the employee’s circumstances.  Employees of private jail management companies that offer ESOPs have done well, as the stock has appreciated tremendously since the founding of these companies.  For example, since 1990, the value of CCA stock appreciated by approximately 350%. This portion of the retirement investment is only as profitable and safe as the company, but it gives the employees substantial incentives to do all they can to maintain the company’s performance.  

Recommendations 

It is possible to contract with a private firm for the management of the jail; the market is strong and local governments have contracted for the management of more than 3,000 beds.  Ultimately, the decision to privatize the county jail rests with the elected officials of the county.  The commissioners must weigh the policy question of placing such an institution as the jail into the hands of the private sector.  In Allegheny County, the feasibility of contracting with a private management firm is complicated by union opposition.  The outcome of the Delaware County suit between the jail employees union and the county, now before the state Supreme Court, may promote or restrict the growth of private prisons and jails in Pennsylvania.  

Studies show that privately managed jails provide comparable service or in some cases better service than that offered by similar public facilities.  Even opponents of privatization concede that this is true in current operations. Similarly, studies show that privately managed operations do save money, although the magnitude of these savings varies.  Even jurisdictions that consider and then reject privatization benefit from the process of evaluating an alternative mode of service delivery.  A thorough analysis can reveal the hidden costs associated with a jail or prison and force the governing agency to pay more close attention to the activities of the facility.  The evaluation can also be beneficial to public managers in negotiations with unions. 

Equity issues, in the end, also come down to a political decision, a trade-off between current workers and taxpayers.  A private firm probably would not drastically alter the basic wage structure of current jail employees, based upon the experience of other facilities.  It would need to compete in the labor market and pay enough to attract qualified employees and limit turnover, just as the county currently does.  The firm probably would eliminate some positions and add part-time workers to meet staffing requirements.  Other changes would probably come in benefit packages.  The county commissioners must determine if the potential benefits to the county and the taxpayers are worth these trade-offs and if they are willing to withstand union opposition to proceed with the privatization.   

Jail action items

Allegheny County should:

Proceed with the process to solicit bids from private jail management firms.

Prepare complete costs estimates of the total cost of running the jail.

Work with the jail union to improve the efficiency and effectiveness of the jail.

After the county prepares a Request for Proposals, management firms will supply detailed price information against which the county can measure its own costs.  Even if cost savings amounted to only 5% per year, the bottom end of the range for savings in other institutions, Allegheny County could still see substantial savings.  The county can benefit if it continues with the process of contacting for the management of the jail, regardless of whether it ultimately contracts the service.  Through the evaluation process, the county can learn more about the full cost of running the jail and perhaps discover ways to improve the efficiency of the jail while maintaining the current management structure.  Concurrently, the county should work with the jail union to improve the efficiency and effectiveness of the jail and support the union if it chooses to participate in the competitive bidding process. 

Plumbing inspection

Allegheny County is the only Pennsylvania county enforcing its own plumbing code. Most counties in Pennsylvania leave plumbing regulation to individual municipalities, such as townships and boroughs.  The latitude granted these municipalities gives rise to different methods of delivering this service, with no apparent variation in outcomes; negative public health ramifications are not prevalent for any particular service delivery method.  This leads us to believe that plumbing inspections are one service area where the county should review its role.  

Plumbing inspection characteristics

The Allegheny County Health Department provides services diverse in size and nature, ranging from waste water disposal to prenatal health care.  Service delivery covers the spectrum from completely public, such as plumbing inspections, to mostly private, such as Healthy Start.  The Health Department’s services are grouped within bureaus.  These include Administration, Policy Development and Assessment, Human Health and Environmental Quality.

The Bureau of Environmental Quality provides many regulatory services through inspections:  food, public drinking water, sewage and air.  Services such as these present a unique challenge to decision makers and public managers.  They exist to protect the public from various health hazards.  However, in their absence, public health outcomes are uncertain.  To establish any cause/effect relationship between the act of inspection and public health hazards, costly epidemiological research would have to be done.  Cost barriers prevent such a study from taking place.  Therefore, we chose to analyze the Plumbing Section using known information to determine whether there are alternatives to delivering the service in its current form.

Administration

In 1901, the Commonwealth of Pennsylvania enacted legislation directing Second Class Cities to appoint a Chief Plumbing Inspector.�  The mandate states that the responsibilities of an inspection service are to “supervise, superintend and inspect all plumbing.”  Cities and municipalities that fall within this mandate have the option to propose an alternative plan, which the Pennsylvania Secretary of Health can approve or disapprove.  The City of Pittsburgh, as a Second Class City, is subject to this mandate.  Pittsburgh had a plumbing inspection service from 1901 until 1969, when Allegheny County assumed this regulatory function under its Department of Health.

In 1969, Allegheny County adopted its own plumbing code, Article XV of the Health Department Rules and Regulations.  Article XV established uniform plumbing standards for all plumbing installation and provided a procedure for enforcing the code through plumbing inspections.  For example, plumbing inspectors must be certified plumbers (either journeyman or master) who may not practice their trade within Allegheny County.  In addition, plumbing work performed in Allegheny County must be certified by a master plumber.�  Municipalities outside Allegheny County that perform the service of plumbing inspections enforce Building Officials and Code Administrators (BOCA) codes.

At the time the plumbing code was adopted, municipalities within Allegheny County had the option to contract out their inspection services or become exempt from Allegheny County’s regulations. Initially, four municipalities chose to contract out and three municipalities chose to be exempt.  An exempt community has no official tie with the Allegheny County Plumbing Section; code adoption and enforcement decisions are left to the individual municipality.�  Contracting communities, which must follow and enforce the county’s plumbing code, have an independent plumbing inspector to conduct inspections.  The county maintains a relationship with these communities through administrative oversight.  Although communities that chose one of the options can rejoin the county at any time, those that remained under Allegheny County’s inspection service cannot become exempt or contract out in the future.

Currently, two Allegheny County townships, Findlay and Shaler, contract out.  These municipalities share several common features. While both enforce Allegheny County’s Plumbing Code through conducting inspections, they provide their own inspectors and do not file plans with the county.  In addition, the supervisor in each of these communities is paid by the township and supervised by Allegheny County’s Chief Plumbing Inspector.  Finally, for its minimal administrative work, the county receives 30% of the fees and fines collected by the townships.  Before this “contracting out” option could become a viable alternative method of service delivery for other municipalities, the Board of Health would have to repeal the section that currently prevents communities from contracting out or becoming exempt.

Plumbing inspection operations 

1996 Total Budget�Expenditures:�Salaries and Benefits�Revenues:�Fees and Fines (Estimated)�Net Cost��$1,208,179�$1,039,430�$1,000,000�$208,179��Figure � STYLEREF 1 \n �4�-� SEQ Figure \* ARABIC �5� 1996 Plumbing Section Budget�

In 1996, the Plumbing Section’s staff was composed of the Chief Plumbing Inspector, 14 Inspectors, 3 Supervisors and 4 Clerks.  As � REF _Ref387758121 \* MERGEFORMAT �Figure 4-5� shows, out of a budget of $1,208,179, salaries and benefits totaled $1,039,430.  Gross revenues have been about $1,000,000 annually over the past decade.  In 1996, the net cost of operating the Plumbing Section was approximately $208,000.

The Plumbing Section’s operations consist of:

General administration.

Training and licensing of all plumbers in the county.

The review of plans filed by plumbers.

Inspections conducted upon the completion of plumbing work.

Inspections make up the bulk of the Plumbing Section’s workload.  Inspectors must approve all plumbing installations, whether new construction or repairs, in both commercial and residential buildings.  In 1995, 12,452 plans were filed and reviewed.  The number of inspections that year totaled 31,256.  On average, each inspector conducts 8 to 10 inspections per day.

The inspection process is both reactive and proactive in nature.  It is largely reactive in that inspectors respond to requests of private plumbers, contractors and homeowners on a daily basis. To be proactive, inspectors periodically patrol their assigned communities to identify unreported plumbing work.  When unreported work is encountered, the inspector performs an impromptu inspection.

Analysis methodology

We employed the following methodology to analyze the county’s Plumbing Section:

Interviews with Chief Plumbing Inspector.  At these meetings we worked to identify specific characteristics and information pertaining to the Plumbing Section.

Plumbing Section operations and management (staff, number of inspectors, service area, fees and fines, logistics).

Regulatory nature of service (conditions of rules and regulations, who has control and oversight).

Data sources (budget information, cost allocation, intake and assessment forms).

Analysis of Comparables.  Findlay and Shaler townships are contracted communities, while Edgeworth, Sewickley Heights and Churchill are exempt communities.  We interviewed staff from these municipalities to determine what they do that differs from and is similar to the Allegheny County Plumbing Section.  We sought to determine:

Whether these municipalities perform plumbing inspections

If they follow a formalized plumbing code

Whether inspections are conducted by a licensed plumber

How inspections are conducted

Whether the municipality has recorded any public health hazards due to faulty plumbing

How plumbing-related health hazards are addressed

Inspection of Budget and Annual Report.  We used the budget, annual report and supporting documents to determine how costs are allocated within the Plumbing Section.  Measures such as cost per inspection were developed in order to compare Allegheny County’s performance with other counties.

Interviews with Environmental Groups and Associations.  We approached several environmental groups and consumer advocacy organizations.  This was done to ascertain whether any third-party organizations (i.e. not plumbers or Health Department employees) knew of any significant, documented health risks associated with poor plumbing.

Service delivery options

Based on the methodology described above and the regulatory nature of this service, we  examined two service delivery options for the Plumbing Section. Both fall under the load shed category:

Downsize

Eliminate the plumbing inspection service

We examined these options in terms of the four criteria we identified for use in making alternative service delivery decisions:  efficiency, effectiveness, equity and feasibility.  

Load shed through downsizing 

An option for the county is to retain direct delivery of the service, but reduce personnel and operations.  In exercising this option, plumbing inspectors would remain within the Allegheny County Health Department.  Inspectors would conduct random spot checks on 20-25% of all permitted plumbing work.  Personnel would be reduced by more than half.  The total number of plumbing inspections would decrease by 75-80%.  New York City implemented a similar system within the past three years, but no accurate data were available for use as benchmarks.

The Plumbing Section staff would be reduced from 18 to five to seven, including four to six inspectors who would be dispersed at four locations throughout the county and would conduct random spot checks on plumbing work.  Supervisory positions would be eliminated. The Chief Plumbing Inspector would retain his current position and responsibilities.  Similarly, support staff would not be reduced.  Each inspector would conduct the same number of inspections each day as under the current system.

The total budget of this service should decrease by about 50%.  The costs associated with this proposal are summarized in the following table:

Current Service�Current Cost �Proposed Service�Proposed Cost�Difference��1 Chief Inspector�$40,000 �1 Chief Inspector�$40,000 �$0 ��3 Supervisors�$114,132 �0 Supervisors�$0 �$114,132 ��14 Inspectors�$468,258 �4-6 Inspectors�$133,788 - $200,682�$267,576 - $334,470��4 Clerical Staff�$85,184 �4 Clerical Staff�$85,184 �$0 ��Fringe Benefits�$257,112 �Fringe Benefits�$92,565 - $113,135�$143,977 - $164,547��Real Estate Rental�$11,394 �Real Estate Rental�$8,546 - $11,394�$0 - $2,848��In-County Travel�$63,710 �In-County Travel�$31,855 - $63,710�$0 - $31,855��Tools and Uniforms�$3,135 �Tools and Uniforms�$1,800 - $2,351�$0 - $1,335��General Administration�$97,045 �General Administration�$73,054 - $97,045�$0 - $23,991��Total�$1,139,970 ��$466,792 - $613,501�$526,469 - $673,178��Figure � STYLEREF 1 \n �4�-� SEQ Figure \* ARABIC �6� Current and proposed costs of plumbing inspection

The inspection service should be able to break even under this option.  Permit fees and the amount of permits issued each year would not change.  Similarly, licensing fees and the amount of licenses issued each year would not change.  The only change in revenue would be a possible decrease in fines due to a decrease in the number of inspections performed.  Since the current amount of fines is less than $400,000, any decrease that follows as a result of the downsizing cannot exceed the projected savings from this option.

One might think that a decrease in the number of inspections will result in higher risk of public health hazards.  However, the causality between inspections and health risks has not been established.  This would require long-term epidemiological research at high costs.  Alternatively, there is a wealth of evidence from surrounding counties that a lower level of plumbing inspections does not compromise public health.

Plumbers will continue to be diligent because they will not know when inspections are going to occur.  Therefore, work done by individual plumbers should be at least as good as under the previous system. The county will need to implement a combination of enforcement mechanisms, which will provide incentive for the plumbers to perform adequate work on all jobs.  For example, the county could increase fines for work that does not comply with the code or could implement a strike system, which would result in the suspension of a plumber’s license after a specified number of violations.

Pursuing this option will create winners and losers.  Residents should not be adversely affected by this option; inspection service will remain uniform throughout Allegheny County; and permit fees will also remain the same. However, plumbers and plumbing inspectors may be adversely affected.  Fines may increase as an incentive for plumbers to continue high-quality work.  Plumbers will have to absorb the effects of these higher fines or choose to pass them on to consumers at the risk of reducing their market share.  Some plumbing inspectors will lose their jobs, but they are licensed plumbers who would be able to practice their trade.

There are no apparent legal barriers to reducing the present service, although political barriers may exist in the form of union opposition.  Plumbing inspectors and plumbers each have their own unions. Unions may be opposed to any increase in fines, and the plumbing inspectors’ union may be opposed to any decrease in personnel. Dissatisfaction on the part of unions may lead to claims that this option does not adequately ensure public health.  If the county decides to undertake this option, both unions would need to be engaged early in the process.

Eliminate the plumbing section

At a glance, elimination of the plumbing inspection service appears desirable. Although the plumbing division is not a physical asset that can be sold, Allegheny County would be eliminating all costs and responsibilities associated with this unit.  In reality, considerations of effectiveness and equity make this option less appealing.

In the best-case scenario, the City of Pittsburgh and a handful of municipalities within the county would be required to adopt and enforce a plumbing code.  Pittsburgh would have to perform this function at some level, pursuant to the state mandate,� which requires Cities of the Second Class to hire a plumbing inspector and conduct plumbing inspections.  The City of Pittsburgh’s building inspectors could absorb this function.  The city might incur costs associated with training the existing building inspectors or hiring inspectors who have knowledge in this area.

In the worst-case scenario, many of the remaining 131 municipalities would adopt and enforce a plumbing code.  Some of the municipalities have a building inspection unit.  These units, similar to the case for Pittsburgh, could absorb the additional responsibility.  The remaining municipalities provide little or no inspection service.  For these municipalities, the costs associated with developing an inspection service would be high and in some cases prohibitive.  Some municipalities may not have the potential to develop resources to provide this service.  Therefore, pursuing this option could have a disparate effect on homeowners throughout Allegheny County.  

It is impractical to measure the potential negative health outcomes through elimination of this service.  In order to establish a relationship between inspections and illnesses averted, a thorough epidemiological study would need to be conducted at great expense and time to the county.  Experience does suggest that there are no negative health effects in eliminating this service.  Municipalities outside of Allegheny County do not uniformly adopt and enforce a plumbing code.  Municipalities that do not provide this service do not appear to experience increased negative health effects.  In addition, environmental organizations could not provide any measurable data regarding negative health effects associated with the absence of plumbing inspection services.�

Similarly, communities that are exempt from the county inspections do not report increased negative health effects.  Exempt communities include Churchill, Edgeworth and Sewickley Heights. Sewickley Heights and Edgeworth enforce the county plumbing code, while Churchill enforces the BOCA code. These communities share some similar characteristics: New construction in all three communities is very limited. All three communities have a building inspector to perform building inspections, which include plumbing.  Although these communities do not have a separate entity to conduct plumbing inspections, they also do not report increased negative public health effects.

Eliminating the plumbing inspection service may increase the quality of service to residents.  If a majority of the municipalities provide an inspector, there will be more inspectors throughout the county.  More time will be spent conducting inspections.  Therefore, inspectors may be able to conduct more thorough inspections. Again, however, the relationship between longer inspections and reduced health risks is not measurable.

In the best-case scenario, costs associated with elimination of the service range from $525,000 to $2.4 million.  In the worst case scenario, costs range from $2.5 million to $3.4 million.  The current budget of this service is $1.2 million.  Thus, it is possible that overall costs of providing this service will more than double.  Although the county will be saving money, residents might bear much higher costs for this service.  These costs may be passed off to residents through increased fees for the service or increased municipality taxes.

Allegheny County should maintain this service at some level to ensure that all residents will have access to plumbing inspection at a uniform cost.  Therefore, considerations of effectiveness and equity will guide our decision to recommend that this service is not eliminated.

Recommendation

The argument to continue the existence of plumbing inspection services appears warranted – the safety of the public might be at risk without the presence of inspectors.  But in the absence of evident health risks, the county needs to review its role.  At present, it is not clear whether providing this service at any level is necessary.  Therefore, we recommend that the current plumbing inspection service downsize and implement enforcement mechanisms to ensure compliance with the code.  The table below illustrates why downsizing was preferred over eliminating the service completely.

Downsizing the existing plumbing inspection service presents Allegheny County with an opportunity to enact changes in the current service.  However, making the necessary changes may be complicated.  Following are the steps we believe are necessary to implement the recommendation in a way to meet the needs of all stakeholders:

Improve data collection and performance measures

Confirm that state and federal laws do not prevent downsizing

Contact potential stakeholders 

Implement a system of random spot checks 

Create enforcement mechanisms

Data collection and performance measures

��                             Criteria����Options�Efficiency�Effectiveness�Equity�Feasibility��Elimination�Overall costs for service may double.�No measurable health effects.

Increased quality of service to residents.�Disparate effect on homeowners in County.�No apparent barriers. 

City of Pittsburgh will have to provide service at some level��Downsize�Inspection service should break even.

Total costs of service are reduced.�Increased/same quality of plumbing work through the implementation of enforcement mechanisms.

No measurable health effects.�Residents should not be adversely affected.

Licensed plumbers can practice their  trade.�No legal barriers.

Potential for union opposition ��Figure � STYLEREF 1 \n �4�-� SEQ Figure \* ARABIC �7� Criteria for choosing downsizing versus elimination of the plumbing section

The plumbing inspection service currently has a limited amount of data.  Data collection and performance measures can help decision makers determine whether outcomes are being met and if resources are being properly allocated.  Regardless of whether the county pursues this option, it should begin to collect data related to performing this function.  Below are some data the plumbing inspection service should consider collecting and compiling:

Efficiency: Measures should be created to determine the costs associated with performing inspections and to gain a more complete description of individual inspector’s functions.  Some measures that might prove helpful in this analysis:

Cost accounting measures:  direct and indirect costs of inspections

Resources used:  cost, time and supplies per inspection

Average permit fee

Average fine imposed on plumbers

Effectiveness: Measures should be developed for evaluating the outcomes of plumbing inspections.  Although we have asserted that negative health effects are not practical to measure, the county could begin to collect some of this data without an excessive commitment of time or other resources. The following measures might prove helpful:

Percent of inspections resulting in fines

Fines categorized by feature (administrative, quality of work, performing work without permit)

Number and nature of health-related complaints

Average number of fines and/or complaints per plumber

State and federal laws

Before the county implements this option, it should make sure that there are no federal or state laws or regulations which prevent changing the size and operation of this service.  Unlike other areas of environmental regulation, our research indicated that there are no federal laws which require the existence of a plumbing inspection service at any level.  Many cities throughout the United States perform this service at some level, but there is no uniformity in the provision or governance of this function.

The county should contact the Commonwealth’s Department of Health prior to implementation.  As mentioned in Section � REF _Ref386206203 \n �4.2.1.1�, the Commonwealth of Pennsylvania has a statute that governs plumbing inspections.  Although this mandate does not require Allegheny County to perform the service, the county took on this regulatory power in 1969.  In order to ensure that municipalities will not be required to perform this function, the county should determine whether downsizing the plumbing inspection service would continue to meet state requirements. 

Contact potential stakeholders

Potential stakeholders should be informed of the proposed change before the new system is implemented.  The groups expected to be interested in the proposed change include citizens and county officials, as well as plumbers, plumbing inspectors and their respective unions.  The county could publish the proposed system in newspapers and hold an open forum, giving stakeholders an opportunity to discuss possible problems with the proposal and allowing the county to see which groups are most concerned about the potential change. Although we believe that this proposal adequately protects the various stakeholders, their beliefs about the proposed change are unpredictable.  The county has provided this service at full capacity for nearly 30 years, and it is not practical to pursue any change without assessing the mood of the stakeholders.  Constituents may be more worried about the possibility of reducing the number of inspections or increasing health ramifications than the prospect of saving money.  Similarly, plumbers may be more concerned with stringent enforcement mechanisms than having an inspector constantly looking over their shoulder.  

Random spot check system

We recommend that the inspection service employ a system of random spot checks on all permitted plumbing work.  The service would maintain its four offices throughout the county.  Random checks would be based on geographical location – inspectors in Lawrenceville would not conduct inspections in the North Hills; these inspections would be conducted by an inspector out of the Shaler office.  Therefore, if one office is known to have a higher volume of issuing permits than the others, two inspectors could be placed at that office. 

In order for a random spot check system to be effective, the plumbing section should develop enforcement mechanisms (discussed more fully below). In addition a system must be devised that can ensure random selection.  One of the main reasons that New York City� changed to a spot check system was because of corruption. In order to ensure random sampling each office would have to develop a procedure, either manual or technological, where one out of every four or five permits is placed on an inspection list.  For example, New York City uses a computer generated list.  Random sample lists are generated from the work that was permitted each day, at a rate of one out of five. 

Enforcement mechanisms

Enforcement mechanisms will be necessary to ensure that plumbers are providing adequate services.  Since inspectors will only be conducting inspections on 25% of all permitted work, incentives must be developed to ensure that the remaining 75% of the work will also be adequate.  Random spot checks will help keep plumbers diligent, but more stringent enforcement mechanisms will be necessary.  The following list presents a range of enforcement mechanisms that the inspection service could utilize:

Fines - Fines could be increased for work that does not comply with the code.  An increase in fines will provide plumbers with an incentive to make sure that all their work complies with the plumbing code.  Plumbers who continuously perform inadequately may attempt to pass off these increased fees to the consumer.  But eventually, inadequate plumbers will not be able to compete in the market against plumbers who continuously perform quality work.

Strike System - If a plumber is fined 3-5 times within a certain time period (6 months to 1 year), the plumber’s license would be suspended for a defined period of time.  Many fines are levied for shoddy paperwork and missed appointments with inspectors.  A strike system should be limited to fines for actual work that does not comply with the code.  Plumbers would have an incentive to ensure that their work was up to code in order to retain their license.

Probation - Similar to the strike system, this mechanism would require that plumbers fined 3-5 times within a certain time period would be put on probation.  Plumbers on probation would be subject to inspections conducted on all their permits.  This system could encompass all fines, including fines for performing non-permitted work or fines for finalizing work without a master plumber’s certification.  Depending on the number of plumbers on probation at any one time, an additional inspector might be needed to meet demand.  However, the county should be able to foresee this need, as all plumbers will be starting with zero strikes against them.

Revocation of License - As a final measure, the inspection service could provide some system for revoking a plumbers license.  Revocation could occur after numerous violations of the code.  This process should include some internal appeals process to ensure that the revocation of the license has occurred for just cause.

Until evidence establishes a cause-and-effect relationship between plumbing inspections and health effects, there is no proof that conducting inspections on all plumbing work fulfills the health department’s mission to protect public health and safety.  Therefore, the county should reevaluate its decision to provide this service at its current level.  The recommendation to downsize and conduct spot checks, if implemented using a random selection process and with adequate enforcement mechanisms, should provide homeowners throughout the county with the same level of service, in terms of outcomes, at a reduced overall cost.

�Park maintenance

Across the nation, parks and recreation is one area of government that has been able to innovate in the face of declining resources and increased service costs and demand.  Parks professionals have found new ways to respond to the stark realities of the “tax revolt” that occurred in the 1970s and 1980s, when many taxpayers called for reductions in millage, percentage of property assessments and numerous other tax bases.  In response to tax reductions and freezes – such as a California provision that called for a freeze on property assessment percentage – alternative strategies for revenue and resource management in parks and recreation became a hot topic at every professional association conference and in most professional publications.� 

The park maintenance function lends itself to alternative delivery because it represents a wide array of activities, many of which are independent of other maintenance functions.  This separation among functions, illustrated in Allegheny County by ongoing modifications regarding which department is responsible for park maintenance, called for an analysis of the wide range of service delivery methods open to the local department.

Service characteristics

Allegheny County operates nine parks totaling nearly 12,000 acres of land. North Park and South Park together account for almost half of this amount, while the remaining parks range from 500 to 1,500 acres.  Parks are maintained by a staff of 120 workers of various skill levels and trade specialties, who prior to this year were employees of the Allegheny County Maintenance Department.  The 1997 budget shifts these maintenance employees to the Department of Parks, Recreation and Conservation. The Parks Department recently was moved under the Public Works cluster along with the departments of Maintenance, Engineering, and Property and Supplies.  As in other agencies of the county, parks maintenance workers are union members

In 1995, the department received approximately $11.5 million in funding from the Allegheny County Regional Asset District (RAD), an organization created to allocate a 1% county sales tax among competing interests. The purpose of this tax is to spread the responsibility for conducting and maintaining activities of interest to the entire county, such as the library system, the Pittsburgh Zoo, Three Rivers Stadium and the Civic Arena.  The tax was designed to remove dependence on the property tax system. In 1995, $649,469 of the RAD money was spent directly on repairs and maintenance, according to the most recent Comprehensive Annual Financial Report.�

County maintenance priorities

Because of staff cutbacks over the past few years – from 210 maintenance workers in 1995 to the current level of about 120 employees – the parks department has been unable to conduct comprehensive preventative maintenance on its grounds and facilities. The four current priorities for park maintenance are:

Cutting grass

Collecting garbage

Cleaning restrooms

Cleaning buildings�

Unlike most departments in the county, parks are open seven days a week, with work days typically lasting from 7:00 a.m. to 3:30 p.m. With a work week that is extended over seven days, fewer laborers are available at any one time than if the week was the customary five days. This unique structure has posed difficulties for some municipalities when working under union contracts – rigid controls over scheduling at odd hours or on weekends, as well as limitations on managers’ ability to transfer employees or exert specific forms of discipline or control, can reduce needed staffing flexibility.�

Less effective maintenance

Since the maintenance staff has been cut nearly in half, fewer workers are now expected to perform the same amount of work as was done in years past.  However, the department is unable to meet this demand.  As a result, park users are expected to do minor maintenance work when using facilities.  For example:  

When park maintenance was fully staffed, crews regularly cleaned picnic shelter areas, sweeping and scrubbing the concrete floor slabs, scrubbing tables, policing the area for litter and emptying trash bins. They also cleaned the outdoor ovens that were located at many of the picnic areas. Today, crews only pick up trash; the slabs are not regularly cleaned and the outdoor ovens cannot be maintained. 

At one time, maintenance workers would drag the ball fields, chalk the base lines and trim grass on a regular basis. Today, users are asked to drag the fields and chalk the lines themselves.

The department has had difficulty adjusting to the reduction in maintenance staff, partly because the number of employees has never stabilized long enough to establish a somewhat permanent routine. In addition, rumors of further staff reductions have led to low morale.  While the public might not have noticed major differences from 1995 to 1996, department supervisors expect the public to notice a lower level of maintenance this year.  Complaints made directly to the parks department have increased over the last two years, and parks department officials believe it is because of less comprehensive parks maintenance.  Overall, the delivery of this service is less effective today than it was in the past.

The end result of these management issues is a deterioration of the parks and park assets.  When preventative maintenance is not performed, governments take on a higher risk of liability should injuries occur on park grounds.  Good maintenance will earn respect for a recreational and park facility, encourage participation and lengthen the life of a facility and the equipment in it.�   Poor maintenance practices will do just the opposite.  In addition, through regular inspections and prompt repair of broken equipment or dangerous conditions, accidents can be prevented and lawsuits avoided.

In the past, the department has allowed seasonal workers to assist with maintenance during the high-use months of May, June, July and August. During summer 1996, this practice was largely discontinued due to potential union resistance in light of staff reduction. Some seasonal workers continued helping with routine maintenance, mostly at the swimming pool. About 75 fewer workers were hired during the past summer because of this change in policy. This is a decline in the equity of service delivery -- fewer people in the county can expect summer employment from the parks department.

In order to effectively plan necessary maintenance in the parks, a stable pool of work hours is necessary.   Planning is of the utmost importance due to the wide array of tasks with varying times, skill and equipment requirements.  While there is no “typical day” in maintaining a park,  certain maintenance tasks, such as garbage collection, do correlate to days of the week.  For example, Mondays are heavier days because there is trash from weekend picnics. Maintenance work, like construction work, is also dependent on the elements: A park manager can compile a detailed plan, but a rain shower can throw it into disarray. The reality of demand uncertainty for tasks emphasizes that planning serves as a guide, as a priority list and as a benchmark of accomplishments.  While it is difficult to keep strictly to a plan, the absence of  planning will result in park directors, supervisors and workers having neither clarity nor goals in managing this necessary function. Without increased efficiency – a better use of time, money and other resources – planning will not be possible.

Analysis strategy

We conducted our analysis according to the following steps: 

Met with the park director. The director is most directly responsible for ensuring that maintenance is completed. An initial meeting with the director pointed toward some areas of further study:

Maintenance staff cannot attend to all of the park’s needs

Preventive maintenance takes a back seat to daily operational needs

Staff are pulled from duties at one park to work at the parks with smaller or nonexistent maintenance divisions

Measures of effectiveness and cost efficiency are unclear or nonexistent

Other information we collected:

Number of maintenance workers employed at the park

Ideal number of maintenance employees

Procedures for prioritizing maintenance work

Mechanics of assigning workers to jobs (timecards, daily work logs, etc.)

Needs that current staff is unable to meet

Met with representatives from the budget office. The aggregate budget information gives some indication of the cost of maintenance. Further information was gathered, such as:

Indications of normal yearly expenses versus unusual or one-time costs

Whether supplies are ordered in cooperation with other county parks

How costs have been allocated in the past and how the budget amounts were determined for 1997

Provisions of existing contracts

Procedures for hiring, paying and reporting work done by part-time and seasonal employees

Compared local park maintenance activities with other localities.  Alternative service delivery methods have been used in Virginia, Wisconsin, Arizona and other areas.  We interviewed several of these parks departments to learn:

Why they altered their maintenance systems

How the decisions were made

Whether they have met their goals

How they have measured progress toward those goals

The Westmoreland County Parks Department was an invaluable source of information.

Compared park maintenance with other locally operated parks. We met with the city parks manager to get comparable information about Schenley Park, which offers some of the same facilities, (fields, courts, trails and picnic shelters), as county parks.

Met with parks department finance officer and superintendent of parks. An initial meeting with the finance officer was held in October. Several follow-up meetings yielded additional information about maintenance of the parks as well as general budget issues.

Obtained copies of proposals received after an RFP was sent out for various portions of the department. Individual companies bid on specific services, and one company bid on all services at a cost of approximately $7.7 million. 

Service delivery options

A 1982 survey of city and county governments found several service options in use for parks landscaping and maintenance. Of 1,573 parks departments responding, 75% provided maintenance work solely through government employees, while 20% used a mix of government employees and other service delivery methods.� 

To date, we have examined six options for the delivery of maintenance services in Allegheny Parks. These include:

Public/Private and Public/Non-profit partnerships

Intergovernmental partnerships

Volunteer programs

Contracting out

Managed competition

Direct delivery

Westmoreland County’s use of partnerships

Westmoreland County’s parks department continues to expand its partnerships with non-profits and businesses.  One arrangement involves partnering with the Westmoreland Historical Society to maintain and restore the Old Hannah’s Top historical site.  The historical society maintains the facility using county funding along with money it receives from the Keystone Conservation organization.  The partnership represents a pooling of resources that Westmoreland County would otherwise not have access to, enabling the county to better achieve its goal of maintaining an asset of the county parks.

Westmoreland also has a relationship with the Westmoreland Soccer Association in which the soccer association rents, for a nominal fee, the area where the soccer field is established.  As part of the rental agreement, the soccer association must properly maintain the field, including mowing and marking the field as well as retaining the proper insurance for itself and for the county.

Partnerships

Partnerships between private or non-profit entities and park departments are common. These partnerships can involve corporations, non-profit organizations or interest groups such as sports leagues and neighborhood associations. The 1982 ICMA survey found that 5% of departments conducted park maintenance and landscaping using some form of neighborhood or non-profit partnerships. These partnerships often are created to tap into the resources that each party is able to contribute.  In particular, the need for additional funds has motivated more parks departments to actively establish partnerships.  Park departments can benefit since the receipt of any funding to cover program or function costs reduces the use of budget funds, which can then be used for other services.  

Public/Non-profit partnerships

Both parks departments and non-profit agencies can gain from partnerships.  The non-profit entity is able to fulfill its community service role and improve public relations, two benefits that usually surpass the funds expended. Through partnerships with non-profit entities, parks departments can access resources that might not be accessible otherwise.  In addition, non-profit and neighborhood organizations often make use of volunteer time and donated materials where the government cannot.  A non-profit’s eligibility for matching grants can provide access to funding toward goals such as providing activities for disadvantaged youth and ensuring historical preservation. 

Public/private partnerships

In most cases, partnerships with private entities are tied to an event or program such as an annual race, festival or clean-up event.�   Many companies – ranging from local firms to national firms such as PepsiCo, Coca-Cola and Wal-Mart – sponsor events with parks departments.  Westmoreland County draws extensively from local corporate and foundation sponsorship for its festivals and sporting events.  A partnership between the city of  New Rochelle and Manufacturers’ Hanover Bank of New York involves funding by Manufacturers’ for a half-marathon and for jogging trails, as well as co-sponsorship of  basketball clinics.  The extent of sponsorship, from complete funding of an event to funding on a matching basis, depends on the entity’s size and the type of program involved.  Corporations are interested in pursuing this initiative since it provides a way for them to interact with the community and improve public relations.  

The broad range of private and non-profit partners and the existence of partnerships throughout the country establishes a precedent for Allegheny County to pursue this option.  Allegheny County’s Department of Parks and Recreation has worked with several organizations to  conduct routine maintenance and finance improvements to various facilities. These include:

The Oliver Miller Homestead is run entirely by volunteers, at no cost to the county. The volunteers solicited funds to build a blacksmith shop and visitor's center in addition to the original homestead. In 1993, more than 50,000 people visited the homestead, including 102 from 17 other states and six from other countries.

The North Hills Soccer Association – serving thousands of children – paid to set up two fields in North Park down by the BMX track. The track, referred to by one park supervisor as “an attractive nuisance,” is unused. Negotiations are underway for the association to remove the track and put in two additional soccer fields.  The association maintains these fields during the soccer season.

The Highlands Soccer Association at Harrison Hills park maintains one field, in an arrangement similar to the North Hills Soccer Association.

In the maintenance area, realistic partnerships involve a relatively concrete area of work – for example, softball and baseball leagues can be asked to maintain the areas that they use, but it might be infeasible to ask for a broader commitment.

Successful partnership arrangements require internal as well as external commitment to the process.  Internally, the parks department needs to acknowledge partnering as an integral component of park management.  Effective coordination often demands the services of one full-time staff member, in combination with the focus of a full-time park director, to make community contact and ensure recognition of recreation issues.  Externally,  parties must be interested in a long-term relationship.  Communicating the needs on both sides is necessary to fully understand the goals and objectives. For partnerships to work, there must be “true commitment from the community.” 

Effectiveness and efficiency can be achieved by establishing formal agreements between park departments and external entities.  An agreement allows the partners to specify the amount and quality of work to be performed, in addition to the funding sources if money or supplies are needed.  The use of  partnerships gives the parks department an opportunity to expand its resources and meet its goals and objectives more efficiently through access to funds, expertise, labor and other essential resources.  

Intergovernmental partnerships 

Intergovernmental partnerships are negotiated agreements in which two or more municipalities agree to work together to accomplish common goals.  While it does not seem foreign to merge the various maintenance functions within a single government into one “cluster,” as Allegheny County recently has done, the ability for city and county departments to also work together should not be discounted.  Local governments can combine their resources and experience to establish efficiencies through economies of scale and joint provision of capital investments.

Types of intergovernmental partnerships

Intergovernmental agreements may take several forms, including:

Mutual aid agreements. The town of Boston, Pennsylvania, located in Erie County, and the state Highway Superintendent established a relationship between governments for times of emergencies and/or when additional assistance is necessary.�  Relationships of this type provide the means to have access to skilled labor without having to consistently retain a staff that incorporate the labor requirements at times of emergencies.  

Service swapping.  In 1996, the City of Watertown, New York, and the State of New York  swapped roadside mowing and pavement marking services.  

Joint service provision. Closer to home, Allegheny County participates in a three-county cooperative, the Regional Trail Corporation, which also includes Westmoreland and Fayette counties.  This intergovernmental agreement was initiated as a means to promote the conversion of railroad rights-of-way into recreational trails.  The relationship provides a way to establish a five mile length of trail by accessing federal and state funds.  Without the combined effort of these parties, it would be difficult if not impossible to establish and maintain a trail of this size.

Partnerships between governments and school districts. In the Indianapolis Parks, an indoor family aquatic center was opened in a joint effort with the Warren Township school district to provide recreational facilities.�

Advantages of intergovernmental partnerships

The advantages of entering into intergovernmental partnerships are numerous.  Increased economies of scale contribute to more efficient service delivery and the ability to function with lower staff levels.  When governments work together and avoid redundancy in service provision and purchasing, they demonstrate the effective use of community resources. 

Governments often are not judged on outcomes but rather on the methods they use to deliver a service. Because of this, the establishment of intergovernmental relationships can improve public opinion of park maintenance by increasing effectiveness and efficiency.

Evaluating partnership potential

Certain types of maintenance services and functions lend themselves more easily to intergovernmental partnerships than do others.  Generally, intergovernmental partnerships work best in support services that have the following characteristics:

Medium to high degree of flexibility in provision

Low to medium public contact

Specific or variable goals and procedures

Growing or declining demand for services

Immediate or routinely scheduled responses to public inquiries/complaints

Low to high service frequency�

The feasibility of utilizing intergovernmental agreements is dependent on the cooperation and skills of parties involved.  In addition, before entering into intergovernmental agreements, each partner must ensuring that its health, liability, and performance insurance covers work performed in another municipality.

Volunteer programs

Volunteer programs have effectively improved the maintenance and upkeep of parks in many municipalities.  These programs create a higher level of community involvement while improving public relations. Typical volunteer activities include “Adopt A Park” programs, clean-up days and tree planting/landscaping.

Examples of successful programs

Pennsylvania State Parks – Almost every state park in the western region has a volunteer presence. Trail maintenance is the most common maintenance work performed by volunteers.

Dade County, Wisconsin – The program is structured to ensure that work is not taken away from existing staff, especially in the case of union workers. The park’s volunteer coordinator said the three-year-old program has been successful at maintaining that delicate balance.  Since 1992, volunteer hours have increased steadily from 6,103 to over 10,000 hours in 1995.  The estimated monetary benefit from volunteerism amounted to $45,959 for 1992.

City of Pittsburgh – The city has used volunteers in its park maintenance program for many years.  In many cases, volunteers maintain “tot lots” or play areas within their own neighborhoods.  The involvement of community members provides them with a sense of ownership in their neighborhoods

Service/Project� Partnership Potential   ��Garbage Pickup�Low��Sewer Maintenance�Medium��Road Rehabilitation�Medium��Trash Disposal�Medium - High��Seasonal Services�Medium - High��Snow and Ice Control�High��Fuel Station�High��Figure � STYLEREF 1 \n �4�-� SEQ Figure \* ARABIC �8�. Potential for partnerships in park services

The use of volunteers generally increases the efficiency of park maintenance. Work that is not being done at all can be completed at little or no cost to the county. Some staff time will be needed to time to make contact and draw up arrangements with volunteer groups. Arrangements will differ in their costs for materials – some jobs might require little or no outside materials. Other jobs might involve the use of equipment and supplies. In addition, there will be a cost for oversight; that is, making sure the work is done properly. This amount will differ from project to project, also. 

Contracting

Landscaping services�Playground maintenance��Concessions�Mowing��Snow removal�Forestry services��Street Sweeping�Trash removal��Custodial services�Park Security��Training/safety services�Special Events��Skill Instruction�Equipment Maintenance��League administration �Pavement repairing and paving��Ice rink management, design and construction�Pool management, design and construction��Golf course management, design and construction�Fertilizer, herbicide and pesticide application��Figure � STYLEREF 1 \n �4�-� SEQ Figure \* ARABIC �9� Maintenance services that have been contracted�

Most maintenance activities within the parks department are candidates for contracting.  For a majority of local governments, the decision to contract out a service is primarily motivated by the need to save money. While it has been determined that private contractors are able to provide many maintenance functions at lower costs, not all functions are viable contracting candidates. Some reasons for this are discussed below.

Efficiency

Arguments for contracting out services usually assume that the private sector can provide services more efficiently than public entities. In the maintenance arena, contracting is not always more efficient than direct delivery, especially when the work is labor intensive or requires the purchase of expensive, specialized equipment.  Jobs such as litter pickup have higher labor costs than jobs where a private contractor could do the work with fewer employees.  The higher costs may make contracting a function no more attractive than providing it in-house.  In addition, the need to purchase specialized equipment, even as basic as heavy-duty, wide-area mowing tractors, can make it inefficient for private contractor to participate in a bidding process. The contractor may be unable to use specialized equipment elsewhere, and it may be idled if the contract is not renewed.

Effectiveness

The contracting of specific maintenance functions, especially during times of heavy park usage, can free regular maintenance employees to conduct ongoing maintenance.  In Westmoreland County, private contractors are used for road repair during the summer months, times of extremely high park usage.  The assignment of parks personnel to this task – which would involve a commitment of over three weeks – would prevent the accomplishment of other park maintenance functions. 

Efforts to achieve efficient and effective service delivery must incorporate the essential elements of flexibility, innovation, and responsiveness.  In the case of a primary service that requires a lot of flexibility and quick response, it may not be feasible for a private sector firm to do the job.� 

Equity

The use of contracting out raises many equity concerns, such as

Whether government employees are being treated fairly in the process

Whether contracts with employees are being honored 

Whether citizen input has been sought regarding the level of service expected when visiting the parks

Any cost savings achieved by contracting out the maintenance function must be balanced against the issue of wages and cost savings due to the imposition of  prevailing wage requirements on any contracts over $25,000.  Prevailing wage laws do not apply to most parks maintenance functions, although it does apply in cases of construction and re-construction, such as extensive repair of a picnic shelter.�

The effect on park users must be taken into consideration, since changes to service provision will impact the public at large.  If the cost of providing the service increases, it is the public that will pay; if services are inferior, it is the public that will suffer.

Feasibility

In addition to the concerns raised above, other issues may make contracting infeasible in some areas of parks maintenance.

Lack of competition.  While many service providers do landscaping work, other jobs – such as trail maintenance and lake dredging – do not lend themselves to a competitive market, an essential element of successful contracting. In the absence of competition among contractors, the community may not achieve potential cost savings from privatization because contractors are able to earn monopoly profits.  Governments must encourage bidding by multiple entities and create a level playing field by ensuring that current suppliers do not have an unfair advantage in the contract process.�

Contract uncertainty.  The need for capital investment combined with the relative shortness of a contract and the uncertainty of contract renewal often make private contracting unattractive.  Contractors may not want to purchase large, specialized equipment that may be idled if a contract is not renewed.  

Risk of contractors reneging.  The state of Idaho has experienced problems with the use of contractors for road maintenance.  Due to the high level of turnover in the contractors' employees and the drive to keep to a fixed schedule, the quality of the road repair diminished over time.�  Ultimately, the state returned to in-house provision of road repair because long-time government employees were able to effectively perform the job at the required level of quality.  Municipalities will need to determine the risks involved with contracting and perhaps formulate contingency plans in case service is not performed. 

Successfully using contractors for park maintenance involves closely examining park maintenance functions and clearly identifying the level of service that will retain the value of assets.  Contracting out a function does not do away with the responsibility of ensuring good service – that will involve contract management, contract auditing and an evaluation of customer satisfaction before and after the service is contracted.

Managed competition

Managed competition combines elements of contracting out while retaining in-house provision of some services.  Phoenix, Arizona, and Newark, New Jersey, have implemented managed competition in maintenance areas.  Public sector productivity tends to increase, and union resistance to contracting out tends to decrease, when public employees compete with the private sector. 

The objectives considered in this competitive system include:

Reduced vulnerability to contractor problems by maintaining knowledge and experience as well as equipment and personnel

Establishment of incentives to maintain effective performance – namely, the incentive to retain the contract

Establishment of a performance yardstick by comparing public and private sector  provision�  

Direct delivery

By following the leads of other local municipalities, the county can create an environment where public employees compete with the private sector while delivering parks maintenance services efficiently and effectively.  One effective approach involves the restructuring of jobs at the employee level as well as the park level.

Park-level restructuring

Allegheny County parks are organized as fairly self-contained units, each with its own director and staff.  This structure does not allow the department to transfer the best practices achieved in one park to the other parks or to the entire park system; there is no structure for achieving economies of scale in areas where efficiencies can be obtained.  Other park systems have addressed this problem by taking a team-based approach to park management and maintenance.  The restructuring might include combining parks into groups based on location or size, allowing for a greater level of focus and ownership by park managers and the park maintenance staff.  Pittsburgh’s Public Works Department, for example, divided the city into sections and assigned a group of employees to each section.  These groups are responsible for all necessary maintenance functions in their assigned sections, and they are evaluated on their performance.  Establishing a stable labor base with required skill levels enables the city to effectively obtain its goals by setting priorities and monitoring areas that are under-performing.  

Rock Hill Horticulture Department

For many years, the Rock Hill, South Carolina, Horticulture Department was structured around task-oriented crews responsible for jobs such as mowing, picking up litter and maintaining flowers. In a restructuring designed to give employees more control over their jobs, the department created site-based teams, each with four permanent employees responsible for all aspects of maintenance for their location. Teams can arrange to use each others’ equipment when needed, and they are encouraged to work together on larger projects.

Supervisors give the teams financial information so they can draw up their own budgets and look for ways to work more efficiently.  New workers receive more than 80 hours of training in horticulture management and customer service; crew workers are also trained in performance management.  

Since the program was adopted, average annual sick leave days have dropped from 20 to three. Employees helped implement a preventative maintenance program that saved the city $40,000.� 

This structure is similar to the “self-directed teams” that originated in the manufacturing industries in the 1960s and 1970s as a means to turn around low productivity and quality.  Self-directed teams that are responsible for all tasks associated with the work they perform have been used effectively in numerous settings, and the practice has been recognized by the by American Federation of State, County and Municipal Employees (AFSCME) as a way of increasing the competitiveness of public employees.�

Teamwork provides an opportunity to incorporate front-line workers’ evaluation of problem areas and helps upper management avoid costly decisions that may not be necessary or effective.  Knowing that the teams are responsible and evaluated on a collective basis for each section better focuses management and workers on the work process and work systems.  This approach also provides an avenue for incorporating the public’s interests and concerns to ensure goals are being effectively met. 

Job restructuring

Another way to increase the competitiveness of the park maintenance department includes the incorporation of different skill levels for different job titles.  Currently, maintenance workers in Allegheny County are defined – and compensated – according to the specific jobs they perform.  For example, an employee who collects trash in North Park is paid $10.69 an hour, while an employee who mows the grass using a large tractor is paid $11.69 an hour.  The existence of narrow job descriptions and titles hinders the ability for public employees to effectively compete with the private sector.  

To address this problem, the county can restructure its jobs to incorporate multi-skilled workers.  Specifically, this entails the creation of broad job categories that incorporate numerous skills.  The Westmoreland County Parks Department uses this approach, with a maintenance staff that is structured using four grades. Each grade requires the passage of specific tests on increasingly complex tasks such as large equipment operation, wiring, plumbing, etc.  The existence of these grades does not eliminate the need for specialists but does reduce the extent to which they are required, thus reducing costs.  Because wages are capped at each skill level, employees are motivated to improve their level of skills in order to receive higher wages.  Workers who master additional skills are able to move up the ladder in a way that rewards them for knowledge as well as experience.

Charleston Department of Parks

Job restructuring and stepped-up training efforts have given workers new responsibilities in the 176-employee parks department in Charleston, South Carolina. The operations coordinator of the janitorial crew, an 18-year veteran of the department, handles the budget for his team and is able to deal with complaints. Another employee began as a minimum-wage laborer and worked up to the job of environmental inspector; she acquired a commercial driver’s license to operate heavy equipment and was subsequently given a raise in pay.

As workers have gained more responsibility for the day-to-day operations in the park, supervisory positions have been reduced. Employees are involved in all aspects of the park operations – even writing bid specifications for equipment when needed.�

The use of multi-skilled workers provides benefits for both workers and the parks department.  Workers with many skills are able to provide a greater range of services, enabling the parks department to assemble a multi-faceted team of skilled employees.  Motivating the maintenance staff to enhance its skills is beneficial to individual workers because higher skills increase the marketability of these workers outside park maintenance if they decide to seek new jobs. 

This option allows all parties to maintain a sense of equity and effectiveness without imposing losses.  Over the past 10 years, Westmoreland County has worked directly with the unions in establishing these new skill levels for its park maintenance workers. 

In response to measures to privatize public services in Philadelphia, AFSCME made numerous recommendations regarding the redesigning of government provisions. Their recommendations included using self-directing teams, noting that all employees could be involved, which allowed for a wider knowledge base to be achieved.�  AFSCME, a highly involved union, has acknowledged the merits of these primary elements of effective management, demonstrating a recognition of the need to establish a more competitive environment. Allowing union input on the issues critical to workers – quality, cost and timeliness of services – bears directly on workers’ job security�

Recommendations

We recommend that the county continue to provide direct delivery of the service while making some changes that improve the department’s capacity to maintain the parks. These changes include:

Job restructuring at the employee and park levels

Strategic use of partnerships and volunteers

Implementation of cost and performance measurements

 Job restructuring 

We recommend a three-pronged approach to restructuring in which:

Parks workers are reorganized into teams responsible for the maintenance of individual parks or groups of parks, where applicable.  

The parks department applies a multi-skilled approach to job descriptions, similar to the methods used in Westmoreland County.  

Highly skilled, specialized workers are organized into a central pool that will provide services to the park teams on a contract basis. 

Modifying the organizational structure of the park department will create a more stable and directed environment.  Teams can be measured individually on their ability to meet goals as well as compared to other teams within the county that are responsible for similar tasks.  This change in structure will provide a platform where employees who are able to participate do so and are recognized.  Providing a means for employee involvement and empowerment helps to motivate workers and gives them a sense of ownership and pride, which have been proven to enhance productivity and quality of work.  

The modification to a team-based approach recognizes that the formation of teams can result in highly specialized workers performing routine jobs in a single park rather than applying their skills throughout the parks system.  This can be avoided by separating highly skilled workers into a countywide pool that can be drawn upon for more involved tasks and short- or long-term projects.  The county should consider the use of managed competition between these skilled workers and the private sector to provide incentives for efficiency and effectiveness.  The specialized group will be able to track its costs and performance measures and improve its competitiveness with the private sector.

Partnerships

Allegheny County has a history of successful partnerships that can be used as a blueprint for further partnering. Locally, the partnerships that have been most productive have produced a great deal at little or no cost to the county. Success stories also involve a dedicated, enthusiastic organizer who provides the spark to get programs going and keep them going from year to year. Current management sees potential for the county to work with local schools to bring students out to the parks and educate them about services and recreation. The county can also work with local schools to get children involved in the park and educate them about the park’s services and programs.

Parks employees can develop closer ties with neighborhood and community groups as well as local businesses in order to identify partnering opportunities.  The county can also look to neighboring municipalities to increase intergovernmental partnerships, such as the Regional Trail Corporation that it has entered into with Westmoreland and Fayette counties.  The parks department might consider tracking usage among non-residents in order to determine the percent of visitors from outside Allegheny County.  These statistics could provide a good foundation for implementing new partnerships with neighboring counties. 

Volunteers

As discussed above, the use of volunteers is an excellent source of community involvement and improved public relations for the parks department.�   The public can be and should be involved in  planning, design, construction and maintenance of county-owned open space and in helping to support parks through park adoption programs or “friends of the park” organizations. Parks must be regarded as a means of integrating different community groups, providing multiple-use leisure opportunities, and even of linking suburban communities with urban neighborhoods.

Union resistance to volunteer involvement is common in some large cities that have undergone staff cutbacks.  Even though Allegheny County has utilized volunteers for trail maintenance and other work in the past, parks administrators have expressed concerns about resistance stemming from the recent staff cutbacks.  Unions may be concerned that volunteers are a threat to the jobs of regular park employees.

Several successful case studies presented by the International City Management Association have some features in common, among them:

It was made clear that volunteers were not going to be used as replacements for existing workers – rather, the volunteers were seen as a way of expanding the departments’ capacity to deliver services.

Management implemented volunteer programs with the help of current workers rather than imposing the volunteers on the labor force. For example, employees were consulted regarding possible assignments for volunteers. 

Volunteers often became advocates for the departments in which they worked, creating a better public image.

Other municipalities have implemented successful volunteer programs despite initial resistance from existing employees.  In many cases, the use of volunteers and the extent of their projects are submitted to union officials, who acknowledge that not everything on the park maintenance agenda can be accomplished with existing employees.  Volunteers are being used effectively in many cities today, where they are essential to the continued healthy operation of park systems.�  Allegheny County can review this option with the focus of implementation in the near future, when the restructuring in the county is more stabilized.

Managerial improvements

The county must get a handle on its costs and the level of service it currently provides. Without accurate cost accounting and the tracking of even baseline performance measures, Allegheny County will be unable to make accurate decisions about its allocation of resources to the parks maintenance function.  While the decision might be made to contract the maintenance function in the future, the county is in no position to bargain effectively given the current lack of knowledge about maintenance duties and costs.  Finally, effective monitoring of costs and performance can help the county determine a schedule for preventative maintenance, which is vital to preserve the parks and the buildings that exist within them.

Costs

Incomplete record-keeping precludes exact measurement of the amount of labor and equipment devoted to general park maintenance at this time. This problem exists for several reasons:

The recent switch in reporting – moving maintenance workers to the parks department payroll rather than the maintenance department payroll – makes exact allocation of costs impossible. 

The substantial drop in maintenance staff since 1995 makes comparisons between years less exact.

Parks employees have long been asked to fill out time sheets recording their movements during the day.  The quality of these self-reported time sheets is not certain, however, because there has been little emphasis on the importance of accurately accounting for time spent on specific park tasks.

The majority of expenditures, while billed directly to the park that spent the money, are not billed at the service level. That is, most costs for North Park are recorded as general North Park expenditures, rather than expenditures for the skating rink, swimming pool or maintenance functions.

Cost measurement needs

One of the most essential needs that the parks department must address is the accurate coding and recording of expenses to the appropriate service areas.  The ability to effectively and efficiently perform maintenance in the parks begins with a detailed work plan that assesses the required maintenance in the parks and prioritizes various tasks so that decisions can be made about the allocation of resources.  The work plan should include the following details:

The ideal times of year to perform various tasks

A record of the last time a given task was performed

Reasonable estimates of time and skill level requirements

Characteristics of the area in which the work is done

Required equipment and supplies

This information is a critical tool that will allow a more accurate analysis of actual versus budgeted expenditures and a more meaningful use of performance measures (see section 4.3.11.2 below).  While the initial creation of a detailed work plan may seem unrealistic and an unnecessary burden, many park maintenance departments have instituted these measures. Locally, the Pittsburgh and Westmoreland County parks departments have used these tools for at least a decade to effectively manage their maintenance functions.  These departments have been able to effectively and efficiently manage and improve their departments, even in times of budgetary cuts.  

Type of mowing area�Acres �Hours per 1000 sq ft�Hours per acre�Hours to mow North Park��Flat�600�0.009�0.392�235.22��Graded�1,200�0.0135�0.588�352.84��Totals�1,800���588.06��Figure � STYLEREF 1 \n �4�-� SEQ Figure \* ARABIC �10�. North Park acreage and mowing time, estimated

As acknowledged in the beginning of this analysis, many of the park maintenance functions are autonomous.  Because each function is different and the needs will differ among parks from year to year,  decisions on service delivery of various tasks should be re-evaluated periodically.  The use of planning enables maintenance directors to analyze and evaluate methods of delivery to ensure the desired level of maintenance is obtained.   

Measuring the cost of mowing

In order to establish an estimate of the cost of mowing in North Park, we conducted a review of respected industry sources to find specifications for average labor needs and equipment. County workers use seven-foot tractors to mow the estimated 1,800 acres in North Park. Three workers complete a mowing cycle about every two weeks.  The county pays these workers $11.69 per hour, not including benefits.

Table 5-12 shows estimated acreage for the park and the estimated labor hours needed to mow the park.  In consultation with landscaping company representatives, we determined that mowing a graded area takes roughly 50% longer than mowing a flat area.

We then determined several cost estimates based on the following sources:

Current Allegheny County pay

Means Site Work and Landscaping Cost Data 15th Annual Edition, a widely used industry source for benchmarking purposes

Current Westmoreland County pay

A landscaping guide published by the National Landscaping Association

A bid received by Allegheny County during its RFP process begun last year

�Allegheny County�Westmoreland County�Means book�Landscaping guide�Contract proposal��Wage��$11.69�$10.32�$25.70�$11.25�$13.41��Flat�$2749.77�$2,427.51�$6,045.26�$2,646.27�$3,154.35��Graded�$4,124.65�$3,641.27�$9,067.89�$3,969.41�$4,731.53��Per mow�$6,874.42�$6,068.78�$15,113.14�$6,615.68�$7,885.88��Per year��$130,614�$115,306�$287,149�$125,697�$149,831��Per acre�$72.56�$64.06�$159.53�$69.83�$83.24��Figure � STYLEREF 1 \n �4�-� SEQ Figure \* ARABIC �11�. Mowing labor cost estimates for a year in North Park

The Parks Department can use similar methods to establish a range of feasible equipment costs for mowing as well as cost estimates for other maintenance functions. Collecting data from comparable municipalities such as Westmoreland County will enable Allegheny County to assess its current structures and justify changes in resource allocation and service delivery.

Performance measures

Performance measures in park maintenance establish a basis for determining whether a desired service level has been adequately met.  Service levels are based on several factors, including:

Demand for the service

Availability of resources

How important the service being measured is to other services 

Questions about service demands can be more accurately answered by assessing the needs and wants of the community.  Every five to 10 years, Westmoreland County performs a survey of the county demographics and trends in the population.  The ability to track trends in the population such as aging or number of children can provide the County with the foresight to make adjusts to meet the community’s needs.

Because no standard set of performance measures exists across different communities, desired levels of service (and their accompanying measures) must be established as part of the overall management of each maintenance department. Detailed function descriptions will serve as guidelines that prescribe optimal timing and frequency of various tasks, helping to determine equipment usage and projected staffing requirements.  These tools are essential to efficient and effective in-house service provision as well as in setting contract standards.  

Service Level�Description��Level 1�High traffic urban areas or parks with high visitation. ��Level 2�High level maintenance for developed parks with reasonably high visitation��Level 3�Moderate-level maintenance for parks with moderate to low development or visitation, or for agencies that cannot afford a higher maintenance level due to budget constraints.��Level 4�Moderately low level associated with remote parks that have low development or low visitation.��Level 5�Natural areas with high visitation, such as regional parks.��Level 6�Natural areas with low visitation or large, undeveloped urban parks.��Figure � STYLEREF 1 \n �4�-� SEQ Figure \* ARABIC �12� Service levels and descriptions for park maintenance

An example of service level definition comes from a guide published by the American Park and Recreation Society and the National Society for Park Resources. Park Maintenance Standards sets forth six levels of service, which vary based on the amount of development that has taken place in the park, the number of visitors to the park, and the budget constraints placed on service providers. 

The above service levels translate into different ways of maintaining the parks. Questions about specific maintenance functions are answered very differently depending on the level of service. The following table summarizes the answers to questions such as: 

How often should the grass be mowed?

Should weed and insect control be done on a regular basis?

Do workers need to collect litter every day, or can they sometimes skip a day?

How soon after a snow storm should workers plow the roads and parking lots? 

Although it is not easy to formulate performance measures or to monitor the level of service that is being delivered, parks departments can help the process by writing clear, specific guidelines and detailing the procedures that they feel are best practices.  These guidelines should define potentially ambivalent terms, such as “inclement weather” and “maintenance cycle,” as well as listing potentially hazardous situations within the parks and providing information on preventing these situations from arising.  The Park Maintenance director for the City of Pittsburgh is constructing function descriptions to provide parameters that divisional supervisors can use to measure how effectively their staffs meet maintenance objectives.  These descriptions will be essential if the city decides to pursue contracting at a later date. 

Parks departments considering the contracting of maintenance work must conduct an inventory of the system to determine the acreage, facilities, equipment and other items that will be included in the deal.  They can use this inventory to construct performance measures.  In addition, when a contract is negotiated with a private or non-profit provider, performance measures are included to measure effectiveness in delivering services. Indicators often include inspections, citizen complaints, warranties and frequency of repairs. 

A study by the American Public Works Association found that many agencies expressed disappointment in work performed by contractors, saying that problems often stemmed from a lack of clear, concise, descriptive work plans.  While descriptive work plans are necessary, the emphasis needs to be on the desired outcomes of each job as evaluated through performance measures.  Work descriptions set the parameters, while allowing workers enough flexibility to alter procedures and the allocation of resources when it will increase productivity. 

The institution of performance measures may prove futile if the work is not monitored. Strict and consistent enforcement is critical to maintain the integrity of the process and to ensure the long-term success of the program.  This includes close supervision by park directors and supervisors of achievement of plans and budgeted costs.  Regularly scheduled meetings and documentation of  problems in writing as matter of policy are necessary to track performance and problems.

Action items

The Allegheny County government can take some initial steps toward job restructuring and the assessment of park maintenance needs by:



�Maintenance�Level 1�Level 2�Level 3�Level 4�Level 5�Level 6��Turf areas�Mowed every 3-5 days. Weed control to ensure no more than 1% weed cover.�Mowed every 5 days. Weed control done to ensure no more than 5% weed cover.�Mowed every 10 days. Weed control when more than 50% of surface has weeds.�Periodic mowing of high grass. Weed control according to law.�Not mowed except to reduce fire danger. Weed control on noxious weeds.�Not mowed. Weed control only if legally required.��Litter control�At least once per day, 7 days a week.�At least once per day, 5 days a week.�Serviced two to three times per week.�Once a week or less; response to complaints.�Based on visitation.�On demand or in response to complaints.��Disease/Insect Control�Preventative as well as corrective maintenance.�When bugs are doing noticeable damage.�Only on epidemic or on serious complaint basis.�Only on epidemic basis.�Only to ensure safety or when public use is curtailed.�None except in epidemic/ safety situations��Snow Removal�Starts as soon as ½” has fallen. Salt is applied to melt snow.�Removed by noon the day following snowfall. Salt may be used.�Based on legal requirements; generally done the day following snowfall.�Only on major access ways/major parking areas.�One day service on roads and parking areas.�Only on strategic roads and parking lots. Within 2 days after snowfall.��Lighting�Replacement/ repair within one day of reporting.�Replacement when reported or observed.�Replacement when noticed by workers.�Replacement on complaint or discovery.�Replacement on complaint or discovery.�Replacement in response to complaints.��Repairs�Done as soon as possible.�Done when function, safety, or bad appearance is in question.�Done when function or safety is in question.�Done when function or safety is in question.�When safety or function in question. One year schedule otherwise.�When safety is in question.��Rest Rooms�Service no less than once per day.�Maintained at least once per day as needed.�Service at least 5 times per week.�Five times per week.�Based on visitation; once a day is typical.�Service based on need.��Figure � STYLEREF 1 \n �4�-� SEQ Figure \* ARABIC �13� Performance measures for various levels of service.

�Examining the tools that exist to facilitate park planning. One proposal submitted by a private management company mentioned planning software that is useful for parks departments. Other tools include reference works such as landscaping and maintenance guides (several are listed in the bibliography).

Contacting parks departments in the area, especially the Pittsburgh and Westmoreland County departments, to learn more about their experiences with alternative service delivery and determine whether their restructuring programs are compatible with Allegheny County’s workforce and park structure.

Arranging meetings with park employees and unions to begin discussion of the possibilities for using volunteers, developing partnerships and restructuring jobs. Without this step, worker resistance is likely; if a dialogue is begun and maintained throughout the process, the county should be able to allay fears of additional layoffs due to changes in service delivery. As mentioned above, successful efforts have preserved job security for workers while expanding their capacity to maintain the parks.

Seeking volunteer interns from area colleges, high schools and civic groups to conduct maintenance needs assessments and other surveys. For example, the department has begun a database to list the conditions and maintenance needs of each building in the park system. The database is largely unused because workers lack the time to devote to the task of cataloging buildings.  Another immediate need is a survey of park visitors, including an estimation of county residents and non-residents, that will give department supervisors some idea of the opinions of those who use the park and its facilities.

Ice skating rinks

Allegheny County currently operates two comparable ice skating facilities located in North Park and South Park.  Services offered in both cases are very basic, including both open and closed skating sessions, indoor party facilities and concessions.  Limited storage and locker room facilities are also available.

This service is a likely candidate for changing the service delivery method, as the ice rink operations seem relatively isolated from the rest of the park, making it easy to separate its activities from those around it.  Further, the county has lost an average of $366,000 in each of the last three years on rink operations.�  Because this is a significant expense, the county should consider modifying its skating rink service. 

Skating rink characteristics

Users

The skating rinks at North Park and South Park were built in 1959 and opened in 1961. Each rink offers 50 open skating hours per week, nearly twice the average among other privately and publicly run rinks in the county. With 110 skating days and an average of 101,000 skaters per season, each park receives an average of 460 skaters per day.  Most activity occurs during the weekends; it is not unusual for the rinks to have fewer than 20 skaters at a weekday session. 

On average, North Park attracts about 20% more skaters than South Park.  
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Figure � STYLEREF 1 \n �4�-� SEQ Figure \* ARABIC �14� Annual attendance at Allegheny County ide skating rinks

Source:  Allegheny County Parks Department records.

Prices and revenues

�

Figure � STYLEREF 1 \n �4�-� SEQ Figure \* ARABIC �15� Comparison of skating fees at skating facilities in Allegheny County

Admission prices at the county rinks are one-third to one-half the rates at private rinks. For example, adult daytime and evening prices are $2.50, while all other gate fees are $2.  Groups receive a discount of 50 cents to 75 cents per skater.  In contrast, other local public rinks charge $3 to $4.50 for adults.  Private rinks average $4.95 for adult admissions.  Skate rental at the county rinks is $1.  Most rinks charge $2 for figure skate rental; three rinks offer hockey skates for an additional dollar.  The following table displays admission prices at public and private rinks in Allegheny County.

County Commissioners recently approved price increases at the two skating rinks.  For the 1997-98 season, admission prices for teenagers will increase to $2.50 and skate rental will increase to $2.  The following table details the changes for Allegheny Counties ice rinks:

�

Figure � STYLEREF 1 \n �4�-� SEQ Figure \* ARABIC �16� County fees for 1996 and 1997

The rinks are losing money.  Together, Allegheny County’s two rinks take in $2.67 per skater per year, according to year-end revenue and usage reports available from the parks department. County financial records show expenditures of $4.37 to $5.37 per skater.� The higher number includes capital improvements that were not counted as direct costs to the rinks. From these numbers, we have determined that, on average, the county subsidizes each skater by $1.69 to $2.70. 
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Figure � STYLEREF 1 \n �4�-� SEQ Figure \* ARABIC �17� Estimate of county subsidy per skater, with and without capital improvements

The rinks do not ask for residence information, so they do not know the usage rate for non-county residents.  Therefore, Allegheny County does not know how many non-residents it is currently subsidizing.

Rink operations
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Figure � STYLEREF 1 \n �4�-� SEQ Figure \* ARABIC �18� Skating rinks in Allegheny County

Because both rinks are outdoors, with no shelter overhead, weather plays a large role in attracting skaters.  Snow must be removed immediately to preserve the quality of the ice, a more labor-intensive process than indoor rinks face.  While some believe that the rinks have an ambiance that is unmatched at an indoor facility, weather that is too cold or too warm deters visitors.  The rinks can sustain the ice surface with temperatures well above freezing, but skaters do not usually frequent the facilities when it is warmer than 50 degrees or colder than 20 degrees.  Rain can cause operations to close down completely.

Outdoor ice tends to be harder than indoor ice, making it less attractive to figure skaters. Hard ice also causes more wear on equipment – for example, the county has gone through three Zamboni machines at South Park, while the Civic Arena is able to keep its machines in working order for a much longer period.

As seen in � REF _Ref387671017 \* MERGEFORMAT �Figure 4-18�, competition around the North Park area is scarce, although one private rink recently opened in the area. In contrast, the South Park rink faces competition from two public and several private rinks in the surrounding area, including rinks in the immediate vicinity.  

The rinks at North Park and South Park have vastly different machinery and equipment.  The chilling system at North Park was replaced within the past few years and is in excellent condition.  It consists of four separate engines that work in tandem to create and sustain the ice surface.

The system at South Park is much more antiquated.  It still has much of the original machinery that was installed in 1959.  The chilling system consists of one centrifugal chiller that is nearly 40 years old.  It is an open system that requires extensive maintenance.  According to Allegheny County engineers who maintain the machinery at the rink, it is inefficient compared to the newer models.  One estimated it uses three times the utilities as a new chilling system.  In addition, the chiller uses the environmentally unsafe coolant CFC-114.  The nature of the open system causes the coolant to leak, which is potentially harmful to the environment.

Rink management

Each rink has one full-time employee – a manager.  Additionally, each rink has about 16 part-time, seasonal employees who work as attendants within the recreation facilities or on the ice. Many rink operations are performed by parks maintenance employees.  For example, every two hours at each rink a maintenance employee runs a Zamboni to scrape the ice surface.  

Park-level rink managers have little control over how funds are spent at the rinks.  Decisions on how to spend capital originate from upper-level county officials.  Preventive maintenance is lacking at both rinks.  County engineers and rink managers said they are not given the equipment or funds to perform more than the most basic maintenance.  They also noted that ordering parts through the county purchasing department is frustrating and costly.  The chief engineer at North Park was able to replace a heating system for a building by buying the equipment outside the county purchasing department.  He believes the county got a higher quality product for a much lower cost than it would have by going through the purchasing department.  In sum, personnel are not provided with the support necessary to perform preventive maintenance operations.  

Analysis

Analysis methodology

We utilized the following general methodology to analyze the county’s ice skating facilities.

Interviewed skating rink managers.  At these meetings we addressed specifically:

The mechanics of rink operation (hours and months of operation, gate fees, etc.)

Which facilities and equipment are the responsibility of the rink and who maintains them

How costs are allocated for personnel who do not spend 100% of their time at the rink

How other park overhead costs are allocated

Facility usage rates and how they are tracked

The dramatic shifts in personnel and maintenance expenses from year to year

Interviewed representatives from the budget office and upper level parks and recreation officials.  These individuals are more familiar with the financial statements for the ice rinks than the rink managers.  Rink managers are not trying to make a surplus, but instead are trying to provide a service/fulfill an outcome goal.  For this reason, we discussed the accounting procedures with county budget analysts.  Specifically, we addressed:

Overhead allocation procedures

Differences in the expense reports between the two rinks.  

Compared park operations with other local private facilities.  The private market for ice skating facilities is probably sufficient to bear the demand currently satisfied by the county-owned skating facilities.  Approximately 10 private rinks operate within the county; some facilities are open year-round.  We spoke with workers at several of them, to get their perspective on the demand for services, their price structures and their thoughts on competing with the city and county park departments.

Compared park operations with other local publicly operated facilities.  Because public organizations tend to face similar issues when providing services, we compared the operations of with the city operated skating rink at Schenley Park and the rink operated by the municipality of Mt. Lebanon, as they offered us insight into not only general governmental issues but more specifically those that are faced in the Pittsburgh area.

Service delivery options

Using the methodology described above, we examined four service delivery options for the skating rinks:

Sell the rinks 

Close the rinks 

Contract the rinks to a private management company 

Improve the county operation of the rinks

We examined these options in terms of the four criteria used in making delivery decisions: efficiency, effectiveness, equity and feasibility. We discarded the asset sale option for reasons explained below.

Sell the rinks

Either skating rink could be sold to a private or non-profit group, with the option of either selling the land or signing a long-term lease. We deemed this option infeasible without a complete analysis of the four criteria because of the following problems:

The parks department’s immediate goal is to preserve the park land. Selling the land runs directly counter to this. 

A long-term lease would preclude any other use of the land for many years and, depending on the contract wording, might open the door for more commercial recreation establishments that are not in keeping with the park department’s emphasis on a low-key, family atmosphere.

Park land is valuable, possibly more valuable than a skating rink on the land. A company might not be interested in buying the rink if it could not also buy the land.

Contract requirements could be intricate in order to preserve affordability and access.  It is up to the policy makers as to how important this issue becomes.

The county would give up day-to-day control of the skating rink and intermediate control, as well, although the rinks would eventually revert back to the county.

Close the rinks

By closing one or both of the rinks, the county will avoid making the large capital expenditures that will be necessary to maintain the current level of service in future years. This option appears more feasible than selling the facilities, because the county could demolish the rinks and retain the land and buildings for other park services. Both North and South park are landlocked and unable to expand further, so the availability of a new block of land could be valuable. In the past, summer activities such as roller skating and volleyball have been tried at the rink sites with mixed success.

Closing both rinks would reduce the number of public skating hours available in the county by approximately 1,700 per year.  Assuming that most or all of the current users decide to continue skating at private facilities, the indoor rinks might expand their public hours to meet increased demand. 

Those gaining from the closure of county rinks include non-skaters who currently subsidize the facilities, and the remaining public and private providers who will be able to serve those no longer able to skate at the park. Those losing in the situation include the people who make 100,000 skating trips to the parks each year and the 35 seasonal staff members who will need to find work elsewhere. Some of these workers might find employment at the other skating facilities in the area, especially if the demand for open skating time at those facilities increases substantially.

Unlike services provided in other departments, the county is not legally bound to provide recreation to its residents in the form of ice skating. Therefore, it is feasible from a legal standpoint for the county to close its rinks. County decision makers need to be aware of the political pressures to retain jobs and the parks department’s mission to provide affordable recreation opportunities for Allegheny County residents.

Contract out rink operations

A third option for the county is to maintain oversight of the rinks but contract out the day-to-day operations. The county has the potential to save on capital and out-of-pocket expenses, depending on the contract structure.  The argument for privatization usually assumes the ability of the private market to run operations more efficiently. 

We expect that a privately managed rink would see improvements in the quality of service, stemming from a private firm’s ability to make investments, such as purchasing new skates, that can be paid for over the long term. The willingness of a contractor to make such investments would depend on the length of the contract, as no contractor is going to be willing to make large capital investments without the opportunity to cover them using later revenue.

The contractor would gain from this option, as would other park services that had to share maintenance workers with the ice skating rinks.  The parks would also benefit from any cost savings. The seasonal county staff could lose, as private companies often work with fewer employees and tend to pay lower wages and/or offer fewer benefits.  Skaters could lose if the rates are raised substantially or the contract allows for more ice time to be reserved for hockey and figure skating.

It is unclear how feasible this solution is. A past attempt to contract out skating rink operations met with substantial labor resistance and was put on hold; although only two full-time employees are assigned to the rink, resistance can be expected because of the “slippery slope” argument: if you allow something to happen once, you reduce your power to argue against it happening again and again. In addition, it is unclear how many contractors would be interested in managing the facilities.  Recently, bids were made on the management of the rinks, but Allegheny County did not choose any of the bidders to manage the rinks.

Improve the county operation of the rinks

A fourth option is to retain county operation of the skating rinks and make them break even or bring in a surplus. In order for the county to improve its operations, three types of changes must be made.

The county will need to purchase capital equipment for the rinks.

The South Park rink is in need of a new chilling system or a retrofit to its existing system, which officials at South Park and Schenley Park estimate could cost between $200,000 and $2 million. An ice rink supplier has quoted a cost of approximately $400,000 for a new chiller.  However, due to the antiquated system at South Park the cost of converting the old system to a new chiller could be much higher than the $400,000 estimate.

For the longer term, parks employees should perform a needs assessment at both rinks. A prioritized list of upcoming repairs and routine maintenance, as well as optional improvements such as roofs, will help the county analyze the costs of operating a skating rink and look for ways to improve efficiency. It will also improve the county’s bargaining position if the decision is made to contract out part or all of the skating rink management to a private firm. 

The county should communicate better with rink management. According to managers at both North and South Park, they are not consulted when decisions are made for the rinks; communication between upper level and lower level management is sometimes lacking; and communication between departments can be less than ideal. 

Rink managers also do not appear to take part in many of the processes that occur at higher levels, such as budgeting, planning and evaluation of existing programs and services. Giving them more responsibility and holding them accountable for success – in essence, giving them a seat at the table with higher-level managers – would increase communication and could make operations more efficient and effective. The following are two recent examples of non-coordination between the rinks and the county:

Last year a new floor was installed in the concession, rental and waiting area at both rinks at a cost of $80,000 each. According to the south park manager, the old floor was in fine shape and did not need replacement.  He asserts that the new floor is harder to clean and some of the tiles were installed upside down.  

A set of pumps was replaced at the South Park rink. The old pumps were in working order and did not need replacement. Engineers have kept the pumps in case the new ones break down or need parts.

The department needs to develop a strategic plan for the skating rinks, which will give focus and direction to workers at all levels. In order to do this, however, costs must be accurately measured. The current system allows for many indirect expenses, making it difficult to get a handle on true operating costs.  The situation could be remedied by examining the types of costs incurred by skating rinks and speaking with other rink managers about their cost accounting.

In terms of efficiency, retaining the skating rinks as county-run facilities would lead to some short-term capital costs that might save money in the long run. In addition, it would force the county to examine its costs and spend its operations money carefully to offset the increased capital improvement budget. 

Improvements in management, programs and the facilities themselves would lead to a better skating experience. These improvements might attract more skaters to the facilities, through word of mouth or a formal public relations campaign, drawing in more revenue and offsetting some of the capital costs.

This option has winners and losers. The skaters would win in this situation because they would retain the recreation opportunities they now have, and perhaps have a more enjoyable skating experience because of improved management and facilities. Seasonal staff would win because they would retain their jobs, barring employment cutbacks due to increased capital spending. The private market would lose the opportunity to serve a greater portion of the market – 101,000 skating trips per season translates into substantial revenues for the private market. Finally, non-skaters would continue to lose as they subsidize the recreation of others to the extent that costs are not fully covered by users.

Questions arise as to the feasibility of this option, mostly in terms of time and money. The skating rinks have only two full-time employees assigned to them, who would need to take on additional work or hire additional employees. The county leadership has worked to reduce staff, however, so the feasibility of hiring new workers is in question. In addition, the capital expenses that would be necessary could be cost-prohibitive, given the current budget crunch in Allegheny County.  

Finally, as mentioned above, the expense structure of the rinks is convoluted and confusing.   Allocations are made arbitrarily.  This problem is not specific to the skating rinks; it is indicative of the entire parks system.  Since maintaining control of the rinks would require clarifying these expenses, an effort to remedy the parks department’s cost accounting system is necessary.  This fact makes the option of the county maintaining control of the rinks appear infeasible.  

Recommendations

The two rinks face different market environments and have different needs. For this reason, we suggest looking at the two rinks as separate entities and making separate service delivery decisions for each rink. In order to make informed decisions, the county must think about the reasons for providing skating opportunities to residents; the ways that changing service delivery will affect residents; and how these changes are different from the status quo in terms of efficiency, effectiveness, equity and feasibility.

First and foremost, is ice skating a core service that the county should continue to provide when the private market has provided nearly a dozen facilities in Allegheny County?  This question is unanswerable by our group; the decision makers within Allegheny County must address this issue.  Shedding some of the burdens that the rinks produce will facilitate Allegheny County’s efforts to pursue its mission of providing safe, clean, affordable parks services.

North park

The facilities at North Park are in much better shape than their counterparts in the southern part of the county.  The chilling system is relatively new and should last several years.  The competition is much weaker in the northern part of the county and the ice rink benefits.

The rink does have many of the same challenges as South Park, however.  For example, preventive maintenance is lacking.  Another problem is that with the recent cutbacks in park maintenance employees within the county park system, often the rink cannibalizes other areas of the park by using maintenance employees to run the Zamboni.

We suggest that services at the North Park ice rink should be offered in a competitively managed manner.  That is to say, the services should be offered in a bidding process, but the county should be allowed to be one of the bidders. Two positive scenarios can result from this process:

The ice rink will be contracted out to a private management company, at a cost savings to the county.

Allegheny county will remain in control of the rinks.  Through the bidding process, however, the county will develop more efficient systems for service delivery.

In order to structure an RFP and contract that will ensure that skating will be provided at a level acceptable to the county, performance measures should be developed.  These measures would require that the ultimate provider of the service maintains the quality of the service as well as the cost structure desired by the county.   We recommend the following list of performance measures as a guide for developing standards to follow.  This list is not intended to be exhaustive; however, the topics are important and should be addressed in any final list of measures.

Ice skating rinks performance measures

Costs/Revenues

Cost per skater

Revenue per skater

Rentals per session

Employee cost per skater

Employee hours per skater

Total employee hours

Constituents

# different groups renting ice 

Quality of Service Delivery

# referees

Length of skate sessions

People per instructor

Ice cleanings per day

Ice thickness

Facility Quality

Money spent on preventive maintenance

Capital $ spent

# skaters per session

Operating Hours

Open days per year

Skate hours per week

Ice rental time per week

Amenities

Number of skates sharpened

Number of skating lessons

These measures help ensure that service quality will not decline if the skating rink changes management.  The benchmarks for these figures should be devised by the county in a strategic plan that outlines the desired level of service.

It is important to note that the county’s cost allocation structure should be modified so that it is comparable to the private sector bidders.  As mentioned, many of the costs incurred by the county are not measured or are incomplete.  According to one budget office official, some are outright guesses.  Under the current expense structure it may be easy or impossible for the county to underbid private companies because the county does not allocate and measure costs in the same manner. 

It is quite possible that in the short term that the county would not be able to make a competitive bid on the services.  Private firms have some significant advantages, especially in the area of purchasing equipment and capital.  Employees in the parks indicated that the county purchasing system is convoluted and frustrating.  They are able to find high quality equipment at a better price by circumventing the county system, although these actions are discouraged by the county.

There are examples where services have been competitively managed and the government has been able to consistently underbid provide providers.  In Phoenix, Arizona, for example, refuse collection has been competitively for several years, and the city has successfully retained the service 8 out of 11 years between 1984 and 1994.�

The contract could be monitored through the Allegheny County Budget office or through the Parks Department.  The county should weigh the benefits and drawbacks of both options to determine the most appropriate for the North Park ice rink.  The section on monitoring contracts (see Appendix F) should be of help in determining the best fit for Allegheny County.

The bidding process should occur periodically to facilitate competition.

South park

The challenges at South Park are great, even compared to North Park.  As previously mentioned, competition is heavy in this part of the county.  Several private and public rinks are in the same area.  The need for capital improvements, especially for a new environmentally friendly and cost efficient chilling system, is immediate.  We suggest that the best course of action is to cease operations at the South Park ice rink.

Many of the constituents in the southern part of the county would have access to the other skating rinks, including the low-cost facilities at Mt. Lebanon.  Once operations are discontinued, the rink could be demolished and the land used for other activities such as a baseball field.  Note that the recreation building would not be torn down, because it is a valuable asset that could be used for many other park activities including special event rentals, equipment storage and welcoming visitors.

Demolishing the South Park ice skating rink will eliminate all of the rink’s direct expenses, thereby eliminating the facility’s annual draw on the Allegheny County budget.  However, the expenses that the county must incur to demolish the rink are non-trivial.  Not only must the rink, made of black iron pipes embedded in concrete, be broken up and hauled to an off-site dumping facility, but the sidewalks and chain link fence must also be removed.  After these tasks are complete, the site can be prepared for other uses.

The major expenses that must be incurred during this transition are shown in the table below.  

Activity�Cost Range [$]��Remove Perimeter Fence�620-1030��Remove Sidewalk�19,525-32,540��Remove Ice Rink�268,650-447,750��Grade Site�305-510��Construct Baseball Diamond�3,975-6,625��Landscape Area�10,150-16,915��Total�$303,225-505,370��Figure � STYLEREF 1 \n �4�-� SEQ Figure \* ARABIC �19� Estimated rink demolition costs

These estimates, as detailed in the appendix, were calculated using the 1996 editions of Means Site Work and Landscaping Cost Data 15th Annual Edition and Means Facilities Construction Cost Data, 11th Edition.  The values in the table are calculated estimates +/- 25%.  This allows for cost variation from regional averages as well as estimating errors.

Although demolition costs are significant, it is in the county’s best interest financially to proceed with the closure of the facility.  The table below shows a summary of a typical year’s expenses, for the South Park skating rink.  This summary was constructed from information provided by the Allegheny County Budget Office, as well as detailed expense reports provided by the Parks Department.  The data used included calendar years 1995-96.

This table shows a range of typical revenues and expenses costs, from 85-115% of the historical cost data.  This range compensates for any currently unmeasured costs.  We did not conduct a sensitivity analysis on the average revenue for this time period, as it is more easily measured and has proven to be stable over time.

 

� EMBED Excel.Sheet.5  ���Figure � STYLEREF 1 \n �4�-� SEQ Figure \* ARABIC �20� Best and worst case costs and revenues for South Park ice skating rink

Considering only the worst-case-scenarios outlined in this section (greater than $500,000 demolition costs and annual savings of approximately $39,000), and an interest rate of 10%, we find that the county can expect to recover its costs of shutting down the skating rink in 18 years.  In the best-case scenario, the payback period drops to  2.8 years.  Either scenario is sufficiently attractive for the county to consider. 

Characteristics of the voucher system

Certain populations should be addressed if the South Park ice rink is closed.  These include the senior citizens who currently use the facility and groups of disabled individuals.  In order to ensure that these constituencies do not experience a lapse in service, the county should consider developing a voucher system.

The goal of the voucher system is to allow  protected groups to skate at other ice rinks without a significant increase in cost to the individuals. If the South Park rink is closed, the county should build relationships with private ice rinks, preferably in the South Park area, in order to develop a system where the rinks accept vouchers distributed by the county and redeems them through a county office.  Ideally, passes could be purchased at the same price that the groups are currently paying at South Park (a yearly senior citizen pass costs $25).  

If properly constructed, a voucher system can benefit all of the parties involved.  The private providers would benefit from increased usage and revenues.  Not only would they receive admission income, but they would also receive income from the sale of amenities, from skate rental to concessions, to the extra users.  Allegheny County would benefit from the system by ensuring that recreation services are provided to senior citizens and persons with disabilities for a much lower cost than under the current system.  The users would potentially benefit from a better quality skating experience.  Some people do prefer skating outdoors because of the ambiance, but the quality of the ice is better at indoor facilities.    

The vouchers might be distributed through the building that is the current recreation facility for the ice rink at South Park.  Seniors could purchase vouchers with proof of county citizenship and age.  

Senior citizens

Ice Skating Rinks Action Items 

South Park 

Formulate a plan to demolish the rink.  This plan should consist of a demolition schedule and a strategy to liquidate the materials and equipment within the rink.  The job description of the full-time employee should be modified to fit the change in his status. 

Solicit bids for destruction of the rink.  The county should contact disposal facilities within the area and find the most appropriate source to demolish the South Park skating rink.  The first place the parks department should look is within the county. 

Demolish the rink.

North Park

Develop a strategic plan for the rink.  This plan should consist of a desired level of services the county wants the skating rink to provide.  The county should identify long- and short-term goals for the rink.

Establish performance measures to measure the level of service the county wants to maintain.  These measures should be developed with current employees of the Department of Parks, Recreation and Conservation.

Engage potential contractors in discussions.  Relationships should be cultivated with area contractors to stimulate interest in the management of the rink.  

Develop a Request for Proposals.  Included in the RFP should be the desired level of services that the county wants the final manager of the rink to provide.  The performance measures described above will be included as benchmarks for the service.

Solicit bids.  Bids should be cultivated from inside the Department of Parks, Recreation, and Conservation as well as outside the county.

Make a decision.  Decide who will manage the rink.

Currently, about 55 senior citizens purchase season passes to the South Park ice rink at a cost of $25 each.  The use of these passes has averaged just over 1,950 visits per season, which equates to about 35 visits per pass holder per season.  Additionally, a average of 170 single tickets was purchased by seniors for $2 each over the past three years.  Therefore, total senior attendance at the South Park Ice Rink averaged about 2,120 visits per year. The total revenue generated from this activity is $1,715 per year.

One possible scenario for a partnership with a private facility is to form an agreement with the Blade ’s at Bethel Park.  It is south of Pittsburgh, serving the same general area as the South Park.  Blade Runners offers a multi-pass purchasing discount, which allows senior citizens to buy a twelve-pack of passes for $36.  Therefore, the current level of activity by seniors would cost $6,360 (2,120 visits/12 passes * $36).  Since the total revenue from current senior activity at South Park is $1,715, the total portion subsidized by the county amounts to approximately $4,650, under this plan.  While this cost should play a part in the county’s decision to close the rink, note that it is a very small part of the county’s annual savings, approximately 10% in the worst-case scenario.

Persons with disabilities

The data for persons with disabilities are not as clear as senior citizens.  According to Allegheny County officials, use of the facilities by persons with disabilities is provided a few times a year at no charge.  Since admittance to these activities is free, usage data are not available.  The county should commit to continuing to support this group.  One possibility is that private providers that contract with the county to accept vouchers would be required to provide and promote activities for persons with disabilities.
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�Conclusions

Summary

Our investigation of alternative service delivery in Allegheny County has led us to conclude:

Allegheny County faces acute external pressures – a diminishing and aging population – that will affect the county’s finances and service needs.  These pressures require a governmental response; the status quo is unsustainable.

Alternative service delivery is a viable way to address the county’s challenges.  It requires that the county evaluate the services it provides and how it provides them and identify alternative methods that can improve current service delivery.

One method of conducting an ASD evaluation is to measure the efficiency, effectiveness and equity of current services and compare them to estimates of the efficiency, effectiveness and equity of feasible alternatives.  This method should provide decision makers with ample information for informed service delivery decisions.

Applying this method to selected Allegheny County services led us to conclude:

County leaders should continue to explore contracting for jail management services at the Allegheny County Jail in order to make concrete comparisons of cost.  Our review of studies show that private jail management is feasible and may provide increased efficiency and effectiveness.  Jail employees probably would have reduced overtime opportunities and reduced benefits, particularly pensions.

Plumbing inspections provided by the Allegheny County Health Department should be random spot checks, which would reduce the total number of inspections by 75-80%.  It is unclear whether the inspection of plumbing at every new construction site has a substantial positive effect on the health of county residents.  The annual cost of providing these services is $1.2 million.  Based on the experience of other governments, fewer inspections can lead to a staff reduction of about 50%, and these services could be provided at a cost of $600,000 to $700,000 with little or no impact on health.  Plumbing inspectors are master plumbers who should be able to find employment outside the division.

Park maintenance should continue to be provided by public employees with improved management practices and increased use of volunteers and partnerships.  The maintenance staff should be restructured to form a team-based approach with broad job categories and, perhaps in the future, the opportunity for highly skilled workers to compete against the private sector for project contracts.  While many feasible methods for delivering park maintenance could improve efficiency and effectiveness, this approach was preferred because it would not displace the current staff.  After implementation of the new management plan, efficiency and effectiveness would be monitored to determine if future changes are warranted.

North Park and South Park ice skating rinks are different, and therefore yielded different recommendations.  Management of the North Park rink should be contracted out on a managed-competition basis.  The cost of managing the rink could be reduced, and contract specifications would be used to ensure quality.  The current staff would be encouraged to compete for the contract; if they lost the contract, the market would likely absorb them due to stable or possibly increased demand for services.  The South Park ice rink should be closed.  The South Park rink is located in an area with many private alternatives and is in need of major capital improvements.  The county would save $400,000 annually in direct costs.  Groups that cannot afford the private rinks could be subsidized by the county.

Costs and benefits of alternative service delivery

This project has allowed us to identify some potential costs and benefits of ASD initiatives.

Benefits

Knowledge is gained about the goods and services that the government provides, how those goods and services are delivered to the public and how the current mix of services matches current needs.

Decision makers can learn who uses government services and who would be affected by changes in service delivery.

Officials learn about the alternatives to current practices and the experiences other jurisdictions have had with the application of these alternatives.

Public managers and employees may be motivated to reevaluate their practices, which could lead to increased efficiency and effectiveness under the current service delivery method.

Costs

The ASD process requires a commitment of resources, primarily human, to accomplish the evaluation.   More study is necessary to determine whether ASD benefits consistently outweigh costs.

Humans do not warmly embrace change.  Those adversely impacted by ASD proposals will often rally to oppose them.  These potential conflicts can be expected.  

Failure to implement ASD evaluation recommendations may harm the morale of public managers and staff and harm future attempts at increasing service efficiency, effectiveness and equity.

Alternative service delivery initiative guidelines

The following guidelines for those considering ASD initiatives are the results of our investigation of alternative methods of service delivery in Allegheny County and a review of the current literature. They are not exhaustive but are, we believe, the most important.

Learn everything possible about the services being delivered.  Any proposal to replace or modify a service should be compared to the current service delivery method. Thorough knowledge of current services allows analysts to identify appropriate criteria for evaluating effectiveness, efficiency, equity and feasibility.  Private contractors are prepared to deliver polished presentations about why their services are needed.  Decision makers should be aware of what they stand to gain and lose if they choose private providers.

Learn from others, but be creative.  There are many models of delivery for almost every service.  An aggressive effort to find other models can provide valuable information on how current services may be improved.  However, be innovative. By thoughtfully considering each ASD option, some new alternatives can be generated.  For example, jail services could be delivered by vouchers to private facilities.  While this option has obvious drawbacks, innovative options such as this are a product of doing a systematic review.

Involve stakeholders.  Policymakers should attempt to identify the groups of individuals who will be impacted by a proposed change and engage them in the process. Without such an effort, adversely affected groups will naturally create organized responses to block the proposal.  If the ultimate goal is to improve public services, current service providers and users can add valuable information to the process and may generate superior proposals to those being considered.  Viewing these stakeholders as part of the problem, rather than part of the solution, is counterproductive.

Design incentive systems.  One possible explanation for lagging government effectiveness and efficiency are deficient or missing incentives to meet performance expectations.  In designing public services, policy makers should always attempt to include such incentive systems.  Competition between organizations and work groups is one method. Other incentives can include merit pay, evaluation systems,  lump sum appropriations and performance budgeting.  Without proper incentives, it is illogical to expect that new providers would provide superior effectiveness or efficiency.

ASD evaluation should be a continuous process.  Public managers should be responsible for constantly identifying how services can be improved. Along with this responsibility, they should be given the authority to implement change.  This information should be shared with policy0makers, who should institutionalize the periodic re-evaluation of public services.  This could be accomplished in Allegheny County by requiring budget analysts to evaluate a service each budget off-season.  Alternatively, a small staff could be assembled in the county manager’s office devoted to improving the performance of county services.

Conclusions

Allegheny County must face some difficult facts:  People are leaving the county, and its citizens are growing older.  These are structural problems that would challenge the most capable and efficient of governments.  We believe the current management of county services is compounding the structural problems.  Alternative service delivery is one response that county leaders should consider to address their current challenges.  ASD offers the benefits of knowing more about the county services that are delivered; whether they are efficient, effective and equitable; and how other governments have dealt with similar service delivery issues.  

Ultimately, changes in service delivery can reduce current service expenditures, provide more effective county services and distribute the county’s resources more equitably.  However, poorly implemented ASD initiatives can harm employee relations and erode public confidence.  Our year-long investigation of alternative service delivery leads us to conclude that the potential benefits of change outweigh the potential costs, and that ASD is a viable option for addressing the current challenges in Allegheny County. 
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Appendix B: �Performance Measurement and Benchmarking Applications

�Overview

Performance measurement and benchmarking are not exactly the same, although some people use the terms interchangeably.  This section addresses the differences between performance measurement and benchmarking in a variety of areas such as:

Background of performance measurement and benchmarking in the public and private sectors

Relevance of performance measurement and benchmarking to government improvement efforts  

Definitions of performance measurement and benchmarking

How governments utilize these tools to identify areas of needed improvement and implement change

Background

Assessing service performance is not new.  In 1938, the International City Manager’s Association (ICMA) issued Measuring Municipal Activities, suggesting various types of information that local governments might use to monitor various local services and to assess how well these services were being delivered.  Less than 10 years later, Japan began benchmarking as the cornerstone of its rebuilding after World War II.  In his work with Japan through the 1950s, “quality guru” W. Edwards Deming pitched statistics as the basic means of finding out what any system can do and then designing improvements to help the system become more productive.� In 1973, ICMA cosponsored and provided technical assistance for an 18-month National Science Foundation project that sought to assess the effectiveness of public service delivery.

Benchmarking traditionally has been associated with cost analysis, focusing on what competitors do and how much it costs them to do it, including machines, materials and labor as well as non-production costs such as distribution.  Performance-based budgeting, on the other hand, became popular after World War II, with an emphasis on efficiency measures as expressed by “the cost or number of hours per unit of output.”�

Today, the practice of standard-setting is everywhere.  The U.S. Departments of Labor and Education both have massive projects – Workforce 2000 and the National Educational Goals Panel, respectively – to establish national standards for industry and technical occupations, as well as educational standards and job competencies for use as benchmarks.  Independently, the U.S. Office of Management and Budget continues to work with federal agencies to develop standard, non-financial benchmarks.

National associations such as the Government Standards Accounting Board, the National Academy of Public Administration, and the American Society of Public Administration have passed resolutions calling for the public sector to use performance measurement and reporting systems.  Several states also have enacted financial performance reporting standards for state agencies.  

The 1993 Government Results and Performance Act is one reason for the recent efforts toward measuring performance. The law mandates the creation and support of inspectors general and chief financial officers to fight waste in selected federal agencies and to improve management accountability.  Strategic plans must be set, performance goals established and an annual report filed with Congress on actual performance as compared with goals.  Moreover, select federal agencies now must show results before new appropriations are made; existing programs will no longer be automatically funded from one year to the next.�

What are performance measurement and benchmarking?

How do we compare to others who deliver a particular program or service?  Who is doing something out there better than we are?  What are they doing that we are not? How can we change to mirror their performance?

Getting quantitative answers to these questions is the essence of performance measurement – the determination of how effectively and efficiently (see definitions) your jurisdiction is delivering a public service.�

The process is designed to yield information so that decision makers can tell how effectively a program or service uses its allocated resources� as compared to other service providers.  If the answer is “not well enough,” they now have that information and the basic tools to do something about it.  

To assess height, for instance, you can compare the item to a measurement device – such as a ruler – to obtain height data.  To assess an applicant’s potential to do a job, you administer a valid ability test.  While the basic processes of quantifying something remains the same for every variable, whether you use a ruler, a test or some other method depends on what you set out to measure.



Finding the best

…cities and counties are caught in a bind.  On the one hand, they each have unique combinations of economic, demographic, and environmental characteristics that make them difficult to compare (directly).  On the other hand, city/county officials and citizens want to know if they are being “efficient”. To evaluate efficiency, however, requires comparisons.�

If one service provider or institution is “better” than another, something makes it so. Performance measurement is a step in the process of finding out what that something is – why college X is better than college Y.  Performance measurement involves identifying indicators that show how well someone is performing a given service, “operationally defining”� each criterion, then quantifying the criteria through measurement.  But just measuring something does not improve it.  Performance measurement could be used as a planning tool; the next step is benchmarking, an improvement tool.  Benchmarking involves comparing several competitors on the same measures to see who is best, finding out why that one competitor is best and then using their best practices as a means of achieving better performance in your own program or service.  

Performance measurement and benchmarking are not exactly the same.  Performance measurement is the initial work done to specify and gather data on the criteria that account for the performance of a program or service.  Knowing the factors that are important in effectively performing a particular service or function is the foundation of benchmarking practice. 

The purposes of benchmarking are threefold: 

To establish the criteria that underlie performance 

To identify problem areas within respective services 

To improve service delivery by importing best practices 

Experts believe that effective performance measurement is the key to successful benchmarking.  For example, a city or county could use benchmarking to assess its own financial condition.  The locality might determine the following performance measures:

Total revenue/population

Debt service/total revenue

Operating expenditures/total expenditures

After using these measures to assess its financial condition, the city or county can then compare itself with similarly sized places. 

How to identify needed improvements and implement change

The performance measurement and benchmarking process is not a panacea.    However these tools can help governments make alternative service delivery decisions.  The following “how-to” list is not intended to prescribe the ideal model for performance measurement and benchmarking; rather, it combines key features from experts in both the public and private sectors.

Clearly state the program’s mission. Ask: What does our program or service do, who are its customers  and what do those customers expect from this program or service?  Agreement on these issues is key, or there can be no benchmarks with which to measure or compare performance. 

Distinguish between mission and goals.  A mission is the reason the provider exists, while goals are the results that support the mission. For example, an agency’s mission is to maintain all city roadways, while its goal is to ensure that every city road is clear, passable and free of potholes.

Distinguish between process and outcome.  Managers may list measures on how well they carry out some administrative process, how many people they serve, how fast they serve or what percentage of requests are fulfilled within a required time.  Even if outputs are impressive and meeting stated goals, the may not be generating any positive outcomes. Instead, managers must assess the effects a program has on the populations it is designed to serve.

Determine which functions or services within your organization will benefit most from benchmarking. There is no definitive list of functions or services to benchmark.  To select the best functions, decision makers must use their knowledge of the organization and gather information from key staff members.  Planning may require considerable time, effort and attention from management and staff at all levels.  It also requires that the functions and services under consideration for benchmarking be prioritized.  

Calculate key breakouts of the data for each indicator.  Aggregated data can be misleading.  A service may be working well for some clients and not for others.  It may be working well in some field offices, playgrounds, facilities or municipalities, but not well in others.  Breaking out the aggregate data for outcome and service quality indicators will help decision makers assess where the service has been successful and where it has failed. 

Ask program managers to set targets for each performance indicator.  Assess progress regularly against these targets. Targets should be set annually based on past experiences and the budgeted resources anticipated for the forthcoming year.  Actual performance against targets should be reported and managers should review with their staff the program’s performance after each report has been issued.  Upper-level managers and executives should be constructive and focus on ways to improve.

Incorporate outcome-related performance requirements into contracts.  The existence of on-going measures allows agency managers to easily monitor and enforce these contracts. Requests for proposals and, in some cases, requests for bids should specify the results expected in quantitative terms whenever possible.  Measures may include the maximum number of complaints in solid waste collection contracts as well as timelines for correcting these complaints.  Some contracts may include specific dollar rewards for meeting target values – or specify penalties for exceeding them.  

Use information on service quality outcomes in formulating and justifying budgets.  Some indicators of service quality, such as response times to calls for service, are more closely related to the number of staff available.  When service information is obtained for a number of years, more can be learned about these causal relationships.

Definitions 

Direct comparables are entities, public and private, that perform the same or similar services as your organization.  In public-sector organizations, characteristics such as size, mission and target population offer a relatively good measure for identifying practices that can be transferred to your organization.  Private-sector organizations (e.g. private trash collectors or private nursing home care) can potentially offer a large quantity of comparative data but typically operate under different structures than public-sector organizations.

Efficiency refers to measures of output and measures of cost.  When measuring efficiency, one must know how much it is costing to achieve a specified output.  For example, to determine the efficiency of a street-sweeping program, an organization could measure the cost per mile swept.  

Effectiveness is a measure of quality.  When measuring effectiveness, we determine whether the means justify the ends, answering the question, “How well did our program or service achieve the desired outcome?”

Inputs represent the resources consumed by the operation of a government program;  they are used to hire personnel, build facilities, contract services and so on. Resources are usually measured in dollars.  Inputs are necessary for achieving objectives;  but the question of how many inputs are needed usually goes unanswered.

Outputs usually result in immediate activities.  These measures are sometimes referred to as work load or process measures.  Unlike inputs, outputs are often impossible to translate into dollars because there are no markets for many government activities.

Outcomes represent broader goals of an agency or service. These measurements focus not only on work performed, for example, but also on the results of work. � 

Examples of performance measurement

Jail 

Performance Measures������GOAL�MEASURE�����KEEP PRISONERS���SECURITY�# escapes/(ADP*365)��Keep prisoners in jail�# significant incidences/(ADP*365)���ADP/# total beds���# instances of drug use/(ADP*365)���% time exposed to community���freedom of movement (% time in cell?)���# correction officers/(ADP* 365)���high risk population/ADP���sec spending/(ADP*365)���security procedures�����SAFETY�# complaints/(ADP*365)��Keep prisoners safe�# inmate-on-inmate stabbings and slashings/(ADP*365)���# inmate-on-inmate altercations/(ADP*365)���# staff-on-inmate assaults/(ADP*365)���staff training hours/year, cell assignment, staff race���# searches/week, scheduled and unscheduled���security riskiness of inmates���safety of environment�����ORDER�# in-jail crimes/(ADP*365)��Keep prisoners in line�# inmate-on-staff assaults���# spot searches/week, # contraband screens���# justified uses of staff force/(ADP*365)���# unnecessary uses of force charges/(ADP*365)���perceived control�����CARE�# incidences of illness/(ADP*365)��Keep prisoners healthy�survey of health services���# hospital admissions/(ADP*365)���indicators of inmate stress���# suicides/(ADP#365)���# health care services delivered/(ADP*365)���# health staff/ADP���survey of counseling services���# counseling sessions/week���# counseling opportunities/week���# counselors/ADP�����ACTIVITY�survey��Keep prisoners busy�average daily work attendance capacity���average daily work attendance���average daily education/training attendance capacity���average daily education/training attendance���average daily recreation attendance capacity���average daily recreation attendance���average daily religious attendance capacity���average daily religious attendance��

Performance Measures (cont.)������GOAL�MEASURE�����FAIRNESS�survey��Keep prisoners with fairness�staff fairness���limited use of force���# grievances, by type/(ADP*365)���grievance process���discipline process���legal resources���legal resource access���justice delays�����CONDITIONS�survey��Keep prisoners without undue suffering�square feet/ADP���social density and privacy���internal freedom of movement���average temp���average light���cleaning person hours/week���noise���# meals/week, menu variety, calories/meal ���$/meal���# bathing opportunities used/week���# bathing opportunities/week���visitation���community access���grant revenues/(ADP*365)�����MANAGEMENT�# mandate violations/year��Keep prisoners while being:�total cost/(ADP*365)��    Effective - comply with law�administrative cost/(ADP*365)��    Efficient - minimum cost�job satisfaction���stress and burn-out���staff-management relations���staff experience���wages and benefits/# staff���personnel costs/(ADP*365)���% prisoners transported to court on-time���transport costs/(ADP*365)���% man/hours performed by inmates���% beds unavailable ���average length of stay���emergency room visits/ADP�����NON-CONFINEMENT MODEL������RECIDIVISM�# prior stays/# admissions��Minimize repeat prisoners������(ADP = Average Daily Population)����Bibliography
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Appendix C: Analysis Methodology

�Early decisions

When we began our project, we were certain only that we wanted to explore how Allegheny County government delivers its services.  To this end, we considered each of the departments in the county and the services they provide to county residents.  Our goal was to narrow the list of relevant county departments from the full list of 39 to a more manageable 3-5, into which we would look further.  Our method for doing this can be divided into two distinct parts, a preliminary and a secondary screening.  The following sections explain these two screenings and the thoughts behind them.

Preliminary screening

The preliminary screening served to remove from consideration the departments for which it would be infeasible, in our estimation, to change the way services are delivered.  We identified a “short list” of departments in which we thought change was plausible.  We did not, however, include every possible department on this short list.  Instead, we compiled several key issues that shape service delivery and identified a diverse set of departments based on these criteria.  In particular, we wanted departments that represented a cross-section of the following:

Degree of local control.  Departments/services are more interesting, in the context of this project, if most of their funding comes from local revenue sources rather than the state or federal government.  This is true because the county presumably has more control over the methods of service delivery for a particular service if it is providing most or all of the funding.  Despite this assertion, we wanted to initially consider services that were funded in different ways, in order to determine if there were in fact methods for overcoming this obstacle.

Alternate service delivery methods.  There is not one “perfect” way to deliver government services.  The preferred method for delivering a service depends on many factors that are unique to each service.  For instance, we think it is unreasonable to consider changing the way in which the courts operate, as the objectivity that the government maintains is crucial to the success of the justice system.  Because of this, we did not want to limit ourselves to considering services that use only one type of delivery method.  We decided to look at a diversity of services: some that were managed and implemented by the county, some that were contracted out and some that were privatized in some other way. 

Size of budget.  Though the county often considers the size of the departmental budget when deciding where to focus change efforts, we hypothesized that some of the best candidates for change within the county might in fact be smaller departments or specific functions within large departments.  Therefore, we did not limit ourselves to areas that had big budgets, but decided to focus on those where change seemed the most feasible.

This preliminary screening yielded a list of 11 departments for further analysis.  These departments, along with the reasons we chose them, are listed below.  As you can see, we decided to group these departments in three broad categories: public safety, social services and miscellaneous.  We divided the services this way because we expect many similarities among the departments grouped together.  The description associated with each department is reproduced from the 1996 Allegheny County Budget.

Public safety departments

Jail

The Allegheny County Jail is a primary holding facility for adults who have been accused of violating the law and are unable to post bail while awaiting trial.  Additionally, the Jail serves as the lock-up for prisoners awaiting arraignment and inmates convicted of less serious crimes or felonies by the court.  During 1995, the Jail averaged 58 new residents a day, a daily population of 1,507 and an average stay of 26 days.

The Jail operates its own medical, kitchen and laundry facilities and provides lending and law libraries.

Degree of local control. Almost all of the funding for the jail comes from local sources.  This provides the county with more control over the way in which jail services are administered than might otherwise be the case.

Alternative service delivery methods. There are many examples throughout the country of correctional institutions that have been contracted out.  Though most of the management firms focus on prisons, we anticipate that these firms would be interested in bidding on a contract for the Allegheny County Jail.

Size of budget. The jail's budget comprises a large portion of the county's budget. 



Fire Training Academy

To put forward a prepared, educated fire fighter to serve and protect the communities of Allegheny County through their respective fire departments.

Degree of local control.  Most funding comes from local sources, giving the county more control over the way that the money is spent.

Alternative service delivery methods. It is unclear how these services are provided in other counties.  Because other counties do provide similar services, and the Academy is relatively small, we thought that it might be possible to get other counties to provide this service for a fee.

Size of budget. Though we decided to focus predominantly on services that have large budgets, we also thought it interesting to consider ones with small budgets.  This is because we initially thought that smaller departments may be more amenable to changing delivery methods. 



Police Department

To provide Police, Emergency Management, Fire Marshal and Building Security Services for the citizens of Allegheny County.

The Allegheny County Police Training Academy presents a well-rounded, diverse training program following a curriculum established by the Mandatory Training Act.  Their mission is to prepare the new recruits for a career in law enforcement and to further enhance the careers of all police officers attending the Academy through in-service training programs.

Degree of local control.  Most funding comes from local sources, giving the county more control over the way that the money is spent.

Alternative service delivery methods. Though the police department is very large, there are sections of it that are easily isolated.  Some of these sections may be well-suited for an alternative delivery mode, though the same method may be inappropriate for the entire department.

Size of budget. The police department’s budget is large compared to other departments. 



Shuman Center

To provide safe, secure custody and to promote the health and well being of youths committed to its care, in an environment that fosters social, emotional, physical and intellectual development.

Degree of local control.  Most funding comes from local sources, providing the county more control over the way that funds are spent.

Alternative service delivery methods. As with the jail, many management firms specialize in correctional institutions.  Though we do not know of any facilities similar to the Shuman Center that are currently being run by an organization other than the government, we expect that there are enough similarities between the Shuman Center and other institutions to warrant further investigation.

Size of budget.  The budget for the 1996 fiscal year is about 1% of the entire county budget. 

Social services departments

Aging

The Allegheny County Department of Aging is a unit of County Government and an agent of the Commonwealth.  The mission of the department is to plan, organize, coordinate, convene, advocate, program and fund, where possible, services to the elderly and disabled residents of Allegheny County.

Degree of local control. Though skeptical that the county has much control over the ways in which large block grants are administered, we think it will be interesting to look more closely at the issue.

Alternative service delivery methods. We are aware of several different ways of delivering the services that the department of aging supplies.  As the county currently has little interaction with non-profit organizations in this manner, this department warrants further investigation.

Size of budget.  Though the total budget of this department is less than ½% of the total county budget, the department has other characteristics that make it relevant to our project.

Health

The mission of the department is to ensure personal health and a healthy environment to the residents of Allegheny County.

Degree of local control. Funding comes from a variety of sources, with significant amounts from both county revenues and from federal and state grants.

Alternative service delivery methods. We are aware of several different ways of delivering the services that the department of Health provides.

Size of budget. The Health Department’s budget is very big, relative to the size of most departments’ budgets.

Mental Health

To make available to all eligible residents of Allegheny County a coordinated community-focused system of high-quality and cost-effective mental health, mental retardation, substance abuse and homeless and hunger services, including prevention, crisis intervention, treatment and community support services based on the Mental Health/Mental Retardation Act of 1966 and the Mental Health Procedures Act of 1976, Acts 63 and 64 of 1972 concerning Drug and Alcohol services, and applicable statutes and policies relative to Homelessness and Hunger.

Degree of local control.  Most of the departmental funding comes from the state government.  We expect this will give the county more ability to make service delivery changes than if funding came from the federal government.

Alternative service delivery methods.  While we are unaware of other governments whose entire mental health services and functions are currently being provided through an alternative service delivery method, we believe it could be practical to do so.

Size of budget. The Department of Mental Health’s budget is relatively small (< ½%) of the county’s budget.  Despite this, the department controls a large amount (equivalent to ~20% of the county’s budget) of money through the grants that it administers.

Miscellaneous departments

Aviation

The mission of the Department of Aviation is to ensure safe and secure aviation facilities as prescribed by FAA Regulations and to provide a clean and pleasant environment for the traveling public and enterprises such as the airlines and concessionaires which conduct business at the facilities.  The County operates two airports: Pittsburgh International Airport and Allegheny County Airport, a general aviation facility.

Degree of local control. All of the departmental funding comes from charges for services.  We expect that this will provide the county with more opportunities to make service delivery changes, than if funding came from external entities.

Alternative service delivery methods.  Given the diversity of services that the department provides, there are many ways to deliver individual services, though changing the service delivery method for the entire department is likely impossible.

Size of budget. The department has one of the largest departmental budgets, accounting for approximately 20% of the county’s budget.

Engineering and Construction

The Department of Engineering and Construction is a service department providing engineering expertise, architectural design, and construction management services for the department and other client County departments or governmental agencies.

The department is responsible for the implementation of the Capital Budget through project management from the design stage to the construction stage for County-owned roads, bridges, buildings, and parks or other specified facilities.  This is accomplished through a staff of professionals and associates.

Degree of local control. Over 95% of the departmental funding comes from local sources.  We expect that this will provide the county with more opportunities to make service delivery changes than if funding came from the state or federal governments.

Alternative service delivery methods. The construction projects the county completes are similar to those completed in private industry.  Therefore, many organizations should be willing to provide Engineering and Construction services if the county does not.

Size of budget.  Though the operating budget of the department is very small (less than ½% of the county’s budget), it administers a significant amount of capital budget projects.



Parks, Recreation and Conservation

The mission of the Allegheny County Department of Parks, Recreation and Conservation is to manage and maintain the recreational and conservation resources of the county for use by the residents and visitors to Allegheny County. The department is charged by the Commissioners to guarantee the integrity of the park property through thoughtful planning and management of resources and promoting programs, activities, services and facilities.

Degree of local control. The parks department is funded almost exclusively by local sales tax revenue.  This likely provides the county commissioners with more control over the ways in which the department’s services are provided.  

Alternative service delivery methods. The department has many different components.  Fortunately for our analysis, these components are readily distinguished from one another in several ways.  As a result, it becomes easier to consider the department, despite its large size.

Size of budget. The department’s budget is big relative to the size of most departments’ budgets, totaling over 1½% of the county’s budget.

Property and Supplies

To carry out the Commissioners’ Initiatives and interact with the other departments.  The department is responsible for managing eight divisions which consist of Administration, Mailroom, Vehicle Maintenance, Graphics/ Reproductions, Building Maintenance, Photography and Transportation.

Degree of local control. This department is different because it provides a service to other departments within the county, rather than to external clients.  As this may affect our analysis, we will consider this department further.

Alternative service delivery methods.  There are sections of the property and supplies department that can be easily isolated from the rest of the department, for straightforward analysis.  As a result, we think that this department can potentially provide many areas for us to consider for alternative delivery.

Size of budget. The department’s budget is big, relative to the size of most departments’ budgets, totaling over 2% of the county’s budget.

Secondary screening

The secondary screening consisted of a direct examination of the 11 departments listed above.  The following outlines the broad categories of issues that we considered during the secondary screening.  Detailed descriptions of the dimensions are included in the appendix.

Technical Nature of Service. The dimensions included in this category focus on issues that are central to a particular service or set of services. Dimensions focus on characteristics such as a description of the actual service that is being provided, the number of employees employed in providing the service and the performance measures used to determine the level of service delivery.

Theoretical Nature Service.  Here we focus on the ideological aspects of the service.  The questions in this section help us determine if this service is one that the county should actually be providing, if it is better left to the private sector or whether it should be provided at all.  

Barriers.  Though we may be able to make recommendations that appear academically feasible, they may actually be impractical because of external factors.  These factors include labor issues, legal statutes and the political environment.

Market.  This set of dimensions considers the market in which the service is offered.  Are there vendors in the private sector that provide the same service?  If so, should the county actually be providing this service?  Such information can position the service on the mode of service delivery spectrum, as discussed is section 2.2.

Service Delivery History.  Also important is historical evidence of service delivery.  This category considers the success of past service delivery modification efforts both locally and in other governments.

After considering these dimensions, we decided to look at three of the initially named departments in more detail: the Jail, the Health Department and the Department of Parks, Recreation and Conservation.  These three provide a cross-section of the different types of departments that we originally considered.  All of the services appear to be good candidates for alternative service delivery, based on our research.
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Appendix D: Evaluation Dimensions

�Technical nature of service

What are the management structures in place? [narrative]

Who currently manages the service?  Is it run internally or externally?  Is one person responsible for the service, or is a group or team accountable?

How is service provided now? [narrative]

By whom is the service currently offered?  Where and how does transaction occur?

How labor intensive is the service? [percentage]

What percentage of the total service budget (not including benefits) is allocated to personnel?  

How many programs does the service include? [number]

How is the service paid for? [currency]

How much revenue is gleaned from general taxes, dedicated fees, fee for service and superior governments (state/federal)?

What is makeup/size of labor force for this service? [number]

How many people are employed by the department?  (record individually by ÒsupportÓ staff and those who actually ÒperformÓ the service)

What is the nature of the service?

What is the ÒproductÓ being provided? [narrative]

What service is being given to the customers?  Is it a concrete or an abstract item (road maintenance versus counseling)?

What are the service output measures? [narrative]

How does the organization measure what they do?  Is it in terms of potholes fixed, calls answered, etc?

How much ÒproductÓ (in terms of the service output defined above) is provided? [quantity]

In most cases, this should be a numeric response to the question.

Theoretical nature of service

Is the service a public good? [yes/no]

Is it excludable? Is it non-rival? Is it inexhaustible?

Is there an economy of scale at work here? [increase, decrease, stay the same]

As the quantity of services provided increases, does the cost per unit decrease, stay the same, or increase?

Is the provision of service proactive or reactive? [proactive, reactive]

Is the service provided in response to some outside action/situation, or does the department seek out services to provide with no outside prompting?

Barriers

What are the legal barriers to contracting the service?

Will stakeholder opinions play a role in any decisions? [yes/no for each category]

What about clients/recipients of services?  Unions? Employees/managers?

Is it politically controversial?

Market

Are there alternative providers of this service?

Do others currently provide the service within government? [yes/no]

Do others currently provide the service outside of government? [yes/no]

Are there others (inside or outside government) who do not currently but would be willing to provide the service? [yes/no]

What are the marketÕs future prospects?

Is it an asset that we can sell?

If it can be sold, who would be the potential buyers? [narrative]

History 

Is any aspect of this service currently being contracted out? [yes/no]

If so, what part?  With whom does the decision-making authority rest?

Has the county attempted to privatize this service in the past? [yes/no]

If so, when?

If so, were the results successful, unsuccessful, or mixed? [successful, unsuccessful, mixed]

Have other local governments attempted to privatize this service? [yes/no]

If so, how has it been privatized?  In small pieces, or large ones?

If so, were the results successful, unsuccessful, or mixed? [successful, unsuccessful, mixed]�



















Appendix E: Ice Rink Demolition Costs

�





� EMBED Word.Picture.6  ���

�



















Appendix F: Contracting Issues

�The purpose of this appendix is to illustrate several issues that should be addressed when a service is deemed an appropriate candidate for contracting out.  The costs of managing a contract can exceed any savings an agency may get from relinquishing direct delivery of a service.  Therefore, careful consideration of these costs is essential before making a decision to alter service delivery.  

Since every service delivery decision is different, the following considerations are general and can be applied to many different services.

Introduction to the contracting process

Several preliminary steps should be taken prior to the contracting process.  First, an inventory of activities must be conducted to ensure that the government has carefully considered contracting the service. Next, performance standards should be developed for these activities. Meanwhile, the costs of publicly providing the service should be estimated. The estimation requires obtaining an objective analysis of costs, including an estimate of the fully allocated cost of providing the service, and comparing these figures to informal quotations obtained from contractors. This comparison makes it possible to assess whether contracting out is likely to be cost effective. Finally, a careful analysis of the target service should be made. This includes:

The ease of defining the service

The number of likely bidders

The ease of monitoring contract compliance

The political climate

Legal issues (a number of states restrict certain types of contracting).� 

Most governments follow roughly the same steps toward privatizing a government service. Experience has demonstrated that all stages are intertwined in sometimes complex ways. Generally, each of the following must be executed carefully for the entire process to succeed:

Planning the process

Soliciting competitive bids

Selecting a service provider

Managing the transition 

Monitoring the performance



Planning the process

Planning is perhaps the most important of the five steps in the whole process. Successful planning requires two elements:

Creating an appropriate organizational structure. There are three types of service contracting organizational models: centralized, decentralized and a model combining the two.� A centralized service contracting program operates outside the influence of affected departments.  For example, the budget office would oversee a contract for snow removal instead of the road department.  In the decentralized model, each department is fully responsible for its own service contracting program. 

The unlimited variations between these two extremes can be used to create a combination model that meets the needs of individual local governments. Early in the planning stage, the local government manager must create an organizational model appropriate to available staff and funding, the degree of expertise and commitment of department personnel and the size of the contracting program.

Providing proper staffing and training.  Most contract administration positions can be filled from present department ranks. Different positions have different functions, including project managers, contract managers, contract administrators and field managers.�

There are no sure-fire guarantees of success in any service contracting program, but successful programs do have one thing in common: The members of the contract administration team are well-trained to perform their assigned tasks. Training enables project managers, contract managers, contract administrators and field managers to obtain or refine the skills necessary to provide effective contract administration; it also enables them to function effectively as a team.

Soliciting competitive bids

Once a competitive contracting process is planned, guidelines with clearly articulated rules and schedules for decisions must be established to select the service provider. 

Invitations to bid (ITBs).  ITBs are formal requests or invitations for bidding that list the standards and specifications required for the target service. The service specifications are the most important part of an ITB. If they are not adequately detailed, the government unit cannot compel performance and the contractor is unsure of how much to bid or what performance level will be required. On the other hand, excessive specificity may reduce competition. 

Requests for proposals (RFPs).  If the contract specifications cannot be described precisely, a RFP is often used instead of an ITB. As negotiated bids, RFPs usually are introduced after the government and the bidders have agreed upon costs, provisions and other elements of the contract. By permitting some post-bid variations and allowing negotiations, competition is more informal in a RFP process than with the more rigorously specified ITBs. This is because RFPs place a greater emphasis on the quality of the product rather than the cost.

Selecting a service provider

There are some basic criteria for selecting a qualified contractor:

Experience.  The contract team must assess not only corporate experience but also the experience of the contractor’s principals and the staff responsible for service delivery. A firm may have only one or two years’ experience in a service area, but one or two key employees may have more than 20 years’ experience. This can be more than enough to qualify the firm as a responsible bidder.

References.  The contractors’ references for current and previous contracts are crucial to the bidding process. However, governments should not establish a minimum required number of references. The quality of references is always more important than the quantity of references. One contractor with 10 marginally acceptable references may not be as well qualified as another with one or two excellent references.�

Financial stability.  A contractor with financial stability and substantial capital outlay can avoid the future default in service delivery. The finance or auditing departments can help evaluate the bidders’ financial positions. 

Managing the transition

Switching from government service to contract service may cause many difficulties. Not only will phasing in the new contractor raise problems, but phasing out government employees and equipment also requires delicate management. The process is eased if governments negotiate with contractors to reduce or eliminate layoffs.  It is also important for employees to maintain equal benefits after changing service modes.  Indeed, the problems that arise in planning and implementing a contract for a new service stem primarily from three sources: contractors’ inexperience, internal opposition from the department that would provide the service if it were delivered in-house and inexperience on the part of local government staff.

Monitoring the performance

Because contract monitoring can be one of the most labor-intensive aspects of contract administration, funds and personnel must be carefully rationed and put to best use. A service that required only causal and infrequent inspections under a previous contractor may require constant attention when delivered by a new one.  Contract managers must balance the time and money required to monitor a contract against the potential for disruption of essential service delivery. Generally speaking, if the risk of disruption is low, intensive monitoring is less necessary. Nevertheless, each contract and each contractor are different; there is no one right way to monitor a contractor.

A major purpose of monitoring is to ensure service quality, which has three components: effectiveness, responsiveness and equity. Two principal approaches are used for monitoring:

Output monitoring.  Output monitoring ensures that a specified quantity of work is being produced according to established procedures or standards.  Monitors usually review the numeric data collected from the contracted services to compare with the benchmarks specified in contracts. They also should follow up the monitoring to ensure the improvement of the service.  

Outcome monitoring.  Outcome monitoring is to analyze the results of a service and is based on user-provided data on service quality. Different services have different criteria for outcome measurements. Timeliness, courtesy and convenience to clients are used as outcome measurements for social service contracts. Outcome is monitored with performance measures (see Appendix B).

Contracting costs 

The total cost of contract service delivery can be broken into three parts: contractor costs, administration costs and one-time transition costs.  Off-setting revenues should be subtracted from these three costs to judge the efficiency of contracting a service.  The contractor costs are the total costs a contractor proposes to charge for performing the target service, i.e. fee for service. The costs required for managing the contracting process are found in the latter two measures.

Contract administration costs

Contract administration costs occur with all activities taking place from the time the decision is made to contract out until the contract is fully executed and final payment is made. Generally speaking, administration costs include procurement, contract negotiations, contract awards, the processing of amendments and change orders, the resolution of disputes, the processing of contractor invoices and contract monitoring and evaluation. These costs depend on what sort of service is contracted and the ease with which it can be objectively measured and monitored.  Costs for contract documentation, contract award and contract monitoring and evaluation are the primary administration costs before, during and after the bidding, respectively.

Cost estimation

Two commonly used methods for estimating the cost of contract administration are informed judgment and federal Office of Management and Budget (OMB) guidelines.

Informed judgment.  Informed judgment is based on state and local government experiences with contracting out. According to the experiences, the costs of contract administration have been assessed at between zero and 25% of contractor costs.  This range is deceptively large.  The city of Los Angeles assesses its costs at zero because existing staff are assigned contract administration duties in addition to their job responsibilities. This case underestimates the true costs incurred for contracting out. A reasonable estimate for contract administration costs is between 10% and 20% of contractor costs.� The higher end of the range would be applied for small dollar contracts and the low end of the range for large dollar contracts.

Informed judgment can be used to estimate the costs incurred in each stage of the contracting process respectively. The contracting-out experiences of other local governments may generate a reasonable range of the estimated costs for each stage of the contract administration process.  The range may vary by the complexity, scale and frequency of the services.  Low or high ends of the cost range could be due to the unrealistic cost calculation or the lack of objectivity. For example, a study suggests the costs for contract monitoring and evaluation be between 2% and 7% of contractor costs. Another suggests 5% to 10%.�

OMB guidelines.  The staffing formula developed by the federal Office of Management and Budget is used for computing contract administration costs. The formula assumes that the best indicator of contract-administration requirements is the number of people engaged in providing a service — the larger the staff in a particular service, the greater the contract administration requirements. The OMB staffing formula (see Figure F-1) is based on the number of staff required to provide a target service in-house.� The number of in-house staff is then related to the number of full-time-equivalent (FTE’s) government personnel needed for contract administration if the target service is contracted out. The OMB guidelines suggest the approximate number of staff required for overseeing a contracted service. Since the principle part of the contract administration costs is personnel cost, this formula would provide a plausible estimation of labor costs and other additional costs required for contracting processes. 

Estimated contract administration costs for Allegheny county 

In previous sections we recommend that Allegheny County should investigate two services for contracting-out:  the jail and the North Park skating rink.  Applying the informed judgment method, we can determine a very rough estimate of the contract management costs associated with these services. 

The 1996 budget for the Allegheny County jail operation is approximately $40 million.  To illustrate the informed judgment formula, assume that a contractor bids $30 million to operate the jail. The informed judgment suggests that the reasonable estimate for contract administration costs is between 10 and 20 percent of contracting costs.  Therefore, a rough range of total costs for contracting-out the Jail would be $33.3 million to $37.5 million (30 mil/.9- 30 mil/.8).  Since the jail is a service with a very large budget, we predict the costs will be near the lower end of the range.
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The OMB guidelines can be use to calculate the recommendable staffing level required for contract administration for the jail. In 1996, a staff of 503 full-time equivalent people worked in Allegheny county jail department.  According to the OMB formula, the plausible number of contract administration staff is 14. 

One full-time manager and 16 part-time, seasonal employees work for the North Park skating rink.  According to the guidelines only one person is needed to manage the rink contract.

One time conversion costs

One-time conversion costs are incurred when a government alters the delivery of a service.

Personnel-related costs.  Personnel-related costs include unemployment compensation, accrued annual and sick-leave benefits and other severance items that must be paid to laid-off employees.  If there is a union existing in the service, the personnel-related costs depend on how the union negotiation would be settled. �  In this situation, it is likely that the costs will be more than in the non-union service delivery.

Material-related costs.  Although less common, material-related costs are associated with the preparation and transfer of government property or equipment to be made available to a contractor for use in providing a target service.  For example, private companies sometimes require reconstruction of facilities in order to reduce the operation costs. 

Other relevant cost issues 

Negotiation with unions. E. S. Savas, a leading advocate of contracting out, has said that “the biggest barrier to privatization of existing public services is the opposition of public employee unions.” Indeed, public employee unions are strongly against privatization. Unions view any trend toward contracting public services as a substantial threat. Statistically, nearly 49% of all state and local government employees are members of unions.�  The biggest national union that represents public employees is the American Federation of State, County and Municipal Employees (AFSCME).  AFSCME has developed strategies to block privatization, which it has executed successfully in some cases.  Accordingly, when calculating the total contracting costs, we should take into account the costs of negotiating with unions and the possibility that unions will force a contract termination. 

Bid protest.  Bid protest is a complaint, submitted by a bidder or contractor, with the intention of obtaining remedial action against an action or decision of a local government in competitive sealed bidding.  Protests predominantly cover a local government’s decisions or actions during the procurement process, the solicitation requirements, and the contract award.  While most protests can be resolved in-house, a few protests cannot be solved without court process.

Contract dispute.  Contract dispute occurs after contracting out the service. It is a disagreement between the parties to a contract about the provisions of the contract, dealing primarily with interpretation of the contract documents. The costs associated with each dispute can include:

Costs of outside counsel

Time that salaried technical and legal experts must spend preparing and defending the organization’s action and inaction

Cost of employees’ time away from the job when testifying in court or an administrative forum

Costs of travel and per diem if the proceeding occurs elsewhere or requires travel to interview witnesses and to prepare testimony

Costs of the actual settlement or judgment

Various administrative costs of support personnel, telephone, fax, and copying�



Ways to reduce costs 

In the previous section, we discussed the general procedures and necessary steps for a successful contract.  Many cases of waste and costs occurring in the contracting process result from inaccurate contracting planning as well as careless implementation.  If the contracting procedures are followed, governments can find considerable cost savings. There are several other ways to reduce costs in the contracting process.

Acquire accurate financial and performance information.  Successful contracting programs require good financial and management information systems to develop accurate cost data.  They will also provide decision makers the valuable information about whether to contract out and to track savings and performance over time.  Without accurate cost and performance information, government officials may make bad contracting decisions and cannot determine whether services are being performed efficiently, either by a government agency or a private provider.  In addition, a lack of convincing cost saving data strengthens the arguments against contracting out.  The acquisition of accurate cost data is a way to reduce the potential costs and wastes associated with making inaccurate decisions.�  

Develop strategies to mitigate employee opposition to privatization.  One obstacle in keeping costs down in a contracting out process is opposition from labor.  Three key strategies can reduce this risk of opposition: minimizing layoffs, easing the transition to a competitive environment and providing structural incentives for contracting. 

To minimize layoffs, cities and states have encouraged contractors to give government employees the right of the first consideration when hiring, offered early retirement incentives and allowed government organizations to bid on the functions considered for privatization.  Cities and states have found that the transition to a privatized environment can be eased by keeping employees informed and involved throughout the privatization process, providing training and career opportunities. Structural incentives include making pension funds more portable, allowing employees to share in the savings from privatization and offering employee stock-ownership plans.�

Establish positive relationships with contractors.  An alternative dispute resolution (ADR) technique known as “partnering” has been developed to help avoid contract administration problems. It involves governments and contractors mutually developing a plan for success.  With the assistance of a neutral facilitator, the parties can establish a non-adversarial relationship, define mutual goals and identify the major obstacles for the project.  Potential sources of conflict are identified, and the parties seek cooperative ways to resolve any disputes that may arise during contract performance. Through the developed partnership charter by the government and the contractor, the process serves as a road map for contract success.  As a result, the government can avoid major costs for dispute resolutions decided in the courts or other quasi-judicial arenas.� 

Conduct customer satisfaction surveys.  Good contract administration ensures that the end users are satisfied with the product or service being provided under the contract. One way to accomplish customer satisfaction is to obtain input directly from the customers through the use of customer satisfaction surveys.  These surveys help improve contractor performance because the feedback can be used to notify the contractor when specified aspects of the contract are not being met.  In addition, the contracting and program officials can use the information as a source of past performance information on subsequent contract awards.  Customer satisfaction surveys also help improve communication among the procurement, program and contractor personnel because they all pursue the same objective: meeting customers’ needs. Indeed, the contractors that care more about customers’ opinions can serve their needs better and more efficiently, and meanwhile reduce the costs for unnecessary service provision.    

Encourage competition.  Competition can reduce the costs to deliver services and improve the quality of services.  Theoretically, cost reduction can reach the maximum only when social resources are allocated efficiently.  Efficient social resource allocation means consumers’ willingness to pay for the last unit of goods is just equal to the marginal production costs of goods to suppliers.  This situation only occurs in a competitive market where consumers can pay exactly how much they value the goods because of the pricing competition among suppliers.  Therefore, such resource allocation will eliminate undesirable efficiency loss to the whole society.  In other words, people do not need to pay more money than the goods are actually worth.  Accordingly, It is always more cost effective if governments can invite and encourage more contractors to bid the target services in the contracting process.  By the same token, if contractors can be monitored closely and if there is no market failure� existing, contracting out usually outweighs public service delivery in terms of cost savings and service quality.

Conclusion

In sum, costs analysis of contracting is an art, rather than a science due to the complex nature of the process. However, government decision makers can have a better understanding of the contracting process and the potential hidden costs.  With this understanding, they can roughly estimate the costs and, therefore, make better contracting decisions.
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