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Overcoming Atlanta’s Deficit Through
Managed Competition

“It is better for the public to procure at the market whatever
the market can supply, because there it is by competition
kept up in its quality, and reduced to its minimum price.”

Thomas Jefferson, 1808

Comparable Cities, Comparable Problems

In 2006, the City of San Diego was facing similar problems faced by the City of Atlanta today, i.e., budget shortfalls, dete-
riorating infrastructure, shortfall in pension funding, etc. The City of San Diego took two important steps to correct their
problem:

1. In November 2006, 62% of the voters in San Diego approved Proposition C, allowing the city to utilize competition
with the private sector to provide cheaper and better services to the community.

2. The City of San Diego commissioned the San Diego Institute for Policy Research and the Reason Foundation to do an
in-depth research paper on case studies to support “Achieving Taxpayer Savings & Government Reforms Through Man-
aged Competition.”

Managed Competition: A Promising Solution

The City of San Diego’s financial crisis have led residents and elected officials to search for serious solutions. One promis-
ing solution is the introduction of managed competition to provide government services. Managed competition is different
from “outsourcing” or “contracting out” in that it encourages public employees to submit bids and compete with the pri-
vate bidders. Under managed competition, it does not matter whether public or private employees earn the contract; tax-
payers win either way.

The San Diego Institute for Public Research and the Reason Foundation reviewed the San Diego budgets and identified
eleven functions currently performed by city workers. The cost savings estimates, based on an extensive analysis of man-
aged competition and privatization case studies, indicated a tax dollar savings range of 10%-25%. If all eleven services
were contracted, the expected savings would be $80 million to $201 million annually. Even if the city achieves just a 15%
savings rate (toward the low end of the savings range), the result in savings would be $120 million. In addition to dollar
savings, private contracting shifts the city-employee pension fund costs from the government to the contractor.

The 30-plus case studies laid out in the 83-page report include:

Water/Wastewater Treatment
Garbage Collection & Disposal
Fleet Maintenance

Street Pavement Maintenance
Parks & Recreation

Golf Courses

Permits
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e Facilities Management
e Information Technology
e Printing/Copying

Avoiding Potential Pitfalls
Competition

& Maximizing Benefits of Managed

The report cautions the City of San Diego that in order to avoid the potential pitfalls of con-
tracting and to maximize the benefits, six steps are necessary:

1. Trained Procurement Staff: “The city-staff must be properly trained in contracting best
practices and, in particular, how to build service level standards into agreements and moni-
tor provider performance, in order to avoid possible ambiguities, misunderstandings, and
disputes.”

2. Centralized Managed Competition Unit: “The city should maintain an expert team of pro-
curement and competition officials to guide other departments in developing their managed
competition initiatives. This central unit will help to break-down the ‘silos’ that departments
sometimes operate within and identify city-wide or enterprise-wide competition opportuni-
ties that might otherwise be considered.”

3. Establishing Performance Measures: “It is crucial that the city identify good performance
measures to fairly compare competing bids and accurately evaluate provider performance
after the contract is awarded.”

4. Reliable Cost Comparisons: “The city must establish formal guidelines for cost compari-
sons to make sure that all costs are included in providing a service so that an ‘apples-to-
apples’ comparison of competing bidders may be made. This is especially important when
public employees are competing with private-sector bidders since the public and private sec-
tors operate under different rules.”

5. Implementing Performance-Based Contracts: “Performance-based contracts should be
used as much as possible to place the emphasis on obtaining results the city wants achieved,
rather than focusing merely on inputs and trying to dictate precisely how the service should
be performed. Performance standards should be included in contracts and tied to compensa-
tion through Financial incentives.

6. Vigilant Monitoring & Evaluation: “Regular monitoring and performance evaluations are
essential to ensure accountability and transparency, and that the city management and the
service provider are on the same page. This can help address any problems that might arise
early, before they become major setbacks.”

Few, If Any, Lavoffs of Public Emplovees

According to this carefully-researched report, the authors state that comprehensive exami-
nations of competition initiatives have found that competition has resulted in few, if any, lay-
offs of public employees, and that public employees can actually benefit in the long term
from private-sector management. Yet, the authors caution, “It is important that manage-
ment communicate early and often with the public employee unions and encourage them to
bid for managed competition initiatives.”



Summary of Potential Cost Savings From Managed Competition (ource: “Streamlining San
Diego: Achieving Taxpayer Savings and Government Reforms Through Managed Competition”, San Diego Institute for Policy Re-
search and Reason Foundation June 2007
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Summary of Potential Cost Savings from Managed Competition
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Conclusion

San Diego’s Mayor and City Council unanimously approved of the recommenda-
tions of the report by the San Diego Institute for Policy Research and the Reason
Foundation. It is in the best interests of the Atlanta taxpayers were Mayor Franklin
and the Atlanta City Council to adopt — without delay — Managed Competition for
all of its services except Public Safety.

John S. Sherman
/g@,ﬂuﬁmﬂ

President

City Council Public Hearings Schedule
Thursday May 14th 6:00pm
Thursday May 21st 6:00pm
Thursday June 4th 6:00pm
Thursday June 11th 6:00pm

The FCTF is planning Speak-Out meetings in every district
over the next 6 weeks! Stay tuned to our website and emails
for more details!!




