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Emergency Financial Manager to
Help Hamtramck Balance the Books

B By David Bardallis ary rate, which is almost certain to bete contracts instead of setting them
higher than the salary rate at which thaside entirely. Consequently, Schimmel
After teetering on the brink of in- unused time was originally accrued. and the city employees’ union appear to
solvency, the Detroit-area city of be at an impasse on several negotiatior
Hamtramck is on its way back to finan- Schimmelis currently attemptingfronts. For instance, Schimmel wants
cial health and stability following the to gain the right to contract out for garto privatize 100 percent of the city’s
state’s appointment of privatization ex-bage collection, street and water systemMepartment of Public Works (DPW),
pert Louis Schimmel as the city’s emermaintenance, and sewer services in tHaut the union representing DPW work-
gency financial manager. Department of Public Works. He mayers is only willing to part with half.

;g; iﬁﬁl

Schimmel is recently
retired from the Municipal
Advisory Council of Michi-
gan, a nonprofit statistica .
clearing house for investjss
ment bankers throughout th.-:gﬂtn‘:
United States who under
write and/or invest in Michi-
gan municipal bond issues
He had planned to spend hj.
retirement building houses -
in and around his home
Waterford Township, bu
state officials had othe
ideas.

Gov. John Engler anc
a five-member state reviev
panel selected Schimmel i
November 2000 to help th¢

cash-strapped city o
Hamtramck erase its enoi<ity provision of garbage collection has been so sporadic that the rat population has increased dramatically.
mous $2.4 million debt. Louis Schimmel, city emergency financial manager, has attempted to remedy the situation by contracting

‘out, but has met with stiff resistance from the local union representing Department of Public Works
Mayor Gary Zych had re;, 0 ees.

guested state help after fail-

ing to gain economic concessions fronalso sell city-owned property such as Schimmel did have words of

the city employees’ union, some memHamtramck City Hall and the currentpraise for the city’s fire department,

bers of which balked at performing suclpolice headquarters as well as “lay offthough. He reports that the fire de-

basic services as garbage collection. one of the two local judges. He recentlypartment is comprised of “a very

received permission from the Wayneahoughtful group of people who work

In early December, Schimmel gotCounty Commission to negotiate withhard and want to do what is right for

to work by immediately shaving 30 non-the Wayne County Sheriff’s Departmenthe city.”

essential city jobs from the budget, sawver inter-governmental contracting for

ing the small community $600,000.services. Ultimately, he may replace This is not the first time

More changes designed to make the citdjamtramck’s city police force with Schimmel has applied his expertise to

solvent again include the reduction ofNayne County officers, and halve thea distressed municipality. In 1986, the

frivolous city employee benefits, suchcost of paying for police protection instate appointed him receiver of the

Photo courtesy of The Hamtramck Citizen

as “accumulated time off.” Accumu-the process. bankrupt city of Ecorse, which was
lated time off allows workers to be paid saddled with a $6 million debt. By
for unused time off at the end of their Union opposition to Schimmel’'s 1990, Schimmel had largely solved

careers. This policy has cost the city afforts has delayed these changes b#ie problem and stepped down as re-
fortune because accumulated time off isause, under state law, an emergenceiver, continuing to watch over
paid based on an employee’s final safinancial manager may only renegoti- See “Hamtramck® on page 6
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Computing the Savings: Detroit Schools
Privatize Information Technology

B By Elizabeth Moser

lems and providing a smooth transitiorfficient,” Burnley told The Detroit

from the current system. The companilews. “As educators, we need to look
Detroit Public Schools has re-beat offers by Ameritech; Celt Corpo-at what is our core mission. And that is
cently contracted with Compuwareration, an educational technology andtudents’ instruction, learning, and

Corp., a computer software and serservices firm; and EDS, a business sdeaching.”
vices company, to
manage the district’s
information technol-
ogy services.

Detroit Public
Schools is the tenth
largest school district
in the United States
with over 165,000 stu-
dents, 22,000 employ:
ees, and 260 school
The district operates ;
numerous computel .~
networks, including/
28,000 personal com !

The Compuware
contract is only the latest
development in a nation-
wide movement in which
many government agens
cies and institutions ar
looking to outside, pri-
vate vendors for service
resulting in substantia
savings and improve
ments. Schools, esp
cially, are finding that
priva-tization can help
districts provide superio
programs and service

The information service
realm is no exception.

puters in administra-# "

tive offices a”q Public school students across Michigan will benefit if their schools follow Detroit’s
Cl_assrooms- The diStead and privatize their computer services. B th
trict eventually plans Lack of qualified save the

to hook up each of its 8,400 classroomisitions company. AlthougiCompu- personnel and the constant advan&ehool
for voice, video, and data transmissiorware’s was not the lowest bid, Tom Diggspf technological complexity often district
chief information officer for the schoolmake it necessary for government in- :
The deal between Detroit Publicdistrict, told the Detroit Free Press that thetitutions to contract their technolog)ﬁpprOXI-
Schools and Compuware, which mayositive recommendation of other busiservices out to information expertgnatew $10
exceed $90 million, is expected to savaesses and school districts convinced of¢tho can keep up with the ever-changmillion.
the school district approximately $10ficials Compuware was the way to go. ing pace. One way technology com-
million over the five-year term of the panies are responding to this need is
new contract. These savings will help “The Compuware deal will get usby offering “seat-based” computer
the district reprioritize its spending andup to speed pretty quickly, as opposeshanagement to schools and govern-
direct more money into classroomsto taking several years rebuilding thenent offices: billing services by the
Last year, the district spent 68 percerdepartment with what we have in placenumber of computer stations in the
of its budget at the school level; the resbur kids don’'t have several years,’building. This more precise measure
provided for administration. This year,School Board Chairman Fremarofthe costs involved in providing and
the district’s budget slates 76 percent tblendrix told The Detroit News. servicing information systems can
be spent in schools. dramatically cut expenses and im-
The Compuware agreement is thprove efficiency.
New Detroit schools CEO Ken-second contract Detroit Public Schools
neth Burnley anticipates that thehas signed with an outside vendor this The Compuware contract may
Compuware deal also will put a signifi-year. Earlier, the district struck a dea¢ven avoid employee layoffs. Employ-
cant dent in problems with outdatedvith Office Depot to take care of itsees representing five different unions
hardware and software, payroll, the teleschool supply system. CEO Burnlework in the district’s information tech-
phone system, cost overruns, and oth& strongly considering hiring outsidenology department, but many of them
technology-related issues, which haveompanies to provide food andalready are contract employees who
plagued the district for years. groundskeeping services as well. could easily be integrated into the new
Compuware system or given positions
Burnley says Compuware offered “We’'re looking at any and all elsewhere in the district.
the best plan for overcoming these prolthings that would allow us to be more See “Compuware” on page 12
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Feature B

“Hamtramck” continued from page 4

“Much of the “Schimmel is credited with mak-
deficit was eliminated ing the tough decisions that helped turn
by the privatization of the city [of Ecorse] around,” a recent
nearly all city ser- Detroit Free Press article concluded.
vices,” Schimmel ex- Schimmel’s background in municipal fi-
plained in the spring nhance, including his service on numer-
1996 issue olMichigan ous boards and committees, and his
Privatization Report experience with successful
Within weeks of taking privatization, will certainly serve
over Ecorse’s financial Hamtramck well as it struggles to get
matters, Schimmel back on its financial feet.
transferred responsibil-

i LA ity for such services as David Bardallis is managing editor

ENESTRIEEEEIEEEY trash collection and of publications for the Mackinac Center for
Louis Schimmel is the state-appointed emergency financial snowplowing from Public Policy.
manager of Hamtramck. .
government to private

Ecorse’s finances until the city madeservice providers, reaping tremendous
its last loan repayment to the state isavings and reversing Ecorse’s finan-
August 1999. cial decline.

CLEANING. . . For KiDs

We're dedicated to maintaining a healthy academic
environment for students. Allow us to design a
housekeeping program specifically for your school.

One call to Educlean Services brings over 150
combined years of cleaning experience to your
management team.

We're nearby and hands-on...chances are that our
regional offices are located just a short drive from
your facility.

AN SERVICES
GROUP

Flimt = Detroit = Ann Aroor = Kalamazoo « Battle Creek # Grand Rapics
=aginaw = Larsing = Bay City = Marguette # Traverse City ® Midland = Holland
800-632-1221
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Faulty School Bus Privatization Can
Take Districts for a Ride

B By Michael LaFaive be fixed before it can transport childrerMackinac Center for Public Policy/Rea-
again, yellow for some item (such as @on Foundation study on designing bid-
Detroit-area parents who trustripped seat) that must be fixed withinding and monitoring systems for
private school busing companies witl60 days, even thoug
the safety of their children each schoathe bus may continu
day got a rude surprise recently. Th#o transport children
results of a survey by the Detroit Free
Press, published on Nov. 14, 2000, When privat-
found that private bus firms hired byization is carried ou
local school districts failed state in-without proper atten
spections at a rate higher than that dfon to performance
their public-sector rivals. standards—withou
explaining clearly
Even though Detroit Public and in detail what &
Schools buses were the worst—theseontractor should do
buses failed inspections more oftemow success will be
than their privately operated countermeasured, and ma
parts—the situation was seriousng those terms ¢
enough to generate negative publicitgondition of the con
for private firms. tract—no one shoulq
wonder when
Yet, privatization is just like any- privatization plan
thing else: It doesn’'t work well unlessdoesn’t work.
it is handled correctly.

Having clear

The survey—involving Macomb, performance objec
Oakland, Wayne, Livingston, andtives and standard
Washtenaw counties—was based uponritten as conditiong

ed
assing

records kept by the state police departf the contract is thé grades for the
ment responsible for school bus safetgnly way to ensurg entire fleet of
Inspections. The Free Press found thahat contractors—A state school bus inspector examines the latch on a public school buses_ SIX

of 801 buses operated by private conwho have a profit-pus. Arecent analysis of state records by the Detroit Free Press

tractors in the five counties, only 492based incentive tosuggests that public school buses are passing safety inspections had a zero
or 61 percent, passed inspection. Bus&eep costs as low af a higher rate except in the city of Detroit. pass rate—
that were actually owned by privatepossible—don't cut too many cornersprivatization contracts, author Joh not one of
schools performed only slightly better[For example, a pre-emptive safetyRehfus writes that without monitoring their buses
with 65 percent of 140 buses passinglause written into a busing contract contract, “there is no way of knowin
This is well below the 86-percent passmight read, “district reserves the rightwhether the contractor’s work is faith IOaSSGd

ing rate of the 4,017 publicly owned ando revoke contract if more than 15 perful to the contract terms or whether ¢ inspection,
operated buses serving public schoolsent of a contractor’s bus fleet failsnot citizens and agency officials are sat-

in the same region. state safety inspection.” Such an inisfied with the service.”
centive would keep a contractor on its
Of the 22 contractual arrange-maintenance toes. While district con- While this may seem like common

ments in which private companies werdracts do have performance objectivesense, it is a point that often eludes con-
employed to transport school childrenthey are apparently not stringentract administrators. According to
only three received passing grades fagnough—a condition that may be remRehfus, a comprehensive monitoring
the entire fleet of buses. Six had a zeredied as a result of publicity from thesystem should incorporate three compo-
pass rate—not one of their buse®etroit Free Press survey. nents: contractor reports, inspections, and
passed inspection. citizen complaints.
Moreover, a contract admin-

The “failure” designation is given istrator’s job does not end when the deal Contractor reports must inform
to buses that inspectors give either a rad struck. The performance of contracthe proper authorities of the status of
or yellow tag—red meaning a bus mustors must be monitored. Indeed, in a See “Buses” on page 14
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ot
more
textbooks,
notepads,
pencils,
software, and
other
resources in
the
classroom.

Feature B

Cafeteria Privatization:
Detroit Puts New Plan on the Table

B By Michael LaFaive tricts is because of their belief that itiators over the head during contract
increases the likelihood that currentalks, as some school boards have

One way the embattled Detroitdistrict employees will be retained bydone. This could lead a district to

public school district has tried to im-vendors. Under such an arrangemenibeing stuck with the same poor and

prove quality while reserving moreall 1,265 of Detroit's cafeteria em-expensiven-houseservice it had in the

education dollars for the classroom iployees would remain as employeefirst place.

through privatization of noneduca-of the district. After the union con-

tional services. And one service it hatract expires, the private food service Money saved from contracting

been considering privatizing for someprovider could then hire district em-out could be reinvested in classrooms

time is cafeteria management. ployees and let them keep the seniowhere it could do more to further the
ity they had established. district's educational mission. Shav-

In the summer of 2000, however, ing just 10 percent from Detroit's $45
Detroit school officials halted—at A Change in Plan million annual cafeteria budget could
least temporarily—privatization of the place dot more textbooks, notepads,

district's cafeteria system in order to After receiving a number of pencils, software, and other resources
explore new options for contractingfixed-price proposals, Detroit officials in the classroom.
out the service. What happened? reviewed them and chose a winner
based on quality and price. But the Contracting out for school caf-
Officials originally asked pri- contract was never awarded. Afteeteria services should not be difficult
vate vendors to submit proposals exnonths of inaction, the district in-or time consuming. After decades of
plaining how they would manage thdormed all vendors that it was re-bid-school contracting experience in other
district’s cafeteria service and fording the service. The official reasorMichigan counties and American
how much. It's a big job: Any pri- was that the district wanted to issue atates, the issuance of a new RFP ant
vate contractor that signed on woulshew request for proposal (RFP) basedward of a food service contract
have to feed as many as 70 percepn a cost reimbursable, as opposed &hould be elementary. The Detroit
of the district’'s 167,000 studentsa fixed-price, contract. school district should place a high pri-
each day. ority on choosing a winning bidder
During the first week of Janu- before it's too late to outsource its
The first request the district is-ary 2001, the district posted a newcafeteria system for the 2001-2002

sued for private-sector proposals inRFP on its web site, reflecting theschool year.
dicated a desire to operate under @ew criteria for bidding. Detroit Pub-
“fixed-price” contract. A fixed-price lic Schools intends to solicit feedback Michael LaFaive is managing editor

contract is one in which a contractofrom vendors before issuing a finalof Michigan Privatization Repart
promises to provide lunches (or breakeopy of the RFP. Once the final RFP

fasts, if requested) on a per-meal bas issued, vendors can decide

sis at an agreed-upon price—$1.2&rhether or not they wish to bid on

each, for example. the proposal.

There is not a single school dis- But delays in awarding the food
trict in the state of Michigan thatservice contract have probably hurt
outsources for cafeteria services urbetroit’s school children and district
der a fixed-price contract. The 15@lready. This is because of the fact
school districts thatlreadyoutsource that responding to an RFP is expen-
for food services operate under “cossive. Contractordeing forced to re-
reimbursable” contracts. A cost reimdouble their efforts for an indecisive
bursable contract reimburses vendorschool district not only results in
for their expenses (including food progreater costs being imposed on the
vision and some direct managemengrocess, but it hurts the reputation of
and also pays vendors an agreed-upaime district as well. Vendors may think
fee for delivering the service. twice about dealing with a district that

has a reputation for changing its rules

One reason the cost reimbursin the middle of the game, or simply
able contract is favored by school disusing vendor bids to beat union nego-

Michigan Privatization Report « Spring 2001 Mackinac Center for Public Policy
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Privatization, Not Regulation: Detroit
Should Open Its Doors for Business

B By Edward Hudgins permits issued by 11 different agenciesonder that “urban blight” has become
in the city. a cliché? The causes of urban decay are
The city of Detroit supports one complex, but connect the dots: Govern-

of the nation’s most byzantine systems But Detroit is not alone in throw- ment regulations are a major reason that
of permitting and licensing for itsing up ridiculous barriers to entrepre-businesses everywhere—and entr
citzens’ occupations and businesseseurship. Many cities, from New York level workers and entrepreneurs in i
For instance, a Detroiter who wished téo Los Angeles, heavily regulate comner cities especially—find fewer
pursue a career as a landscape gardenagrce at the local level. In New York,opportunities to translate their energ
would have to navigate a maze of regder example, city officials recently de-and initiative into productive commerc
lations to obtain a license to do so. Theided they didn't like street vendors.and trade.
city also maintains outright bans orirhe result has been an ongoing regula-
some activities, including all home-tory assault against these vendors, who  Often under the guise of protec
based businesses and “jitney” car anain legitimate businesses trying to proing consumers, city regulations unne
van services (i.e., private individualsvide food and other products to willingessarily stifle the entrepreneurial spir
providing taxi service). customers. In Baltimore, it is illegal tothat drives the economic growth an
set up a newsstand. And a few yeamevelopment essential to a city’s pro
Detroit, in fact, regulates all man-ago, officials in Washington, D.C. droveperity. If cities like Detroit really want rk to Los
ner of entrepreneurial activity, the efmost vendors selling souvenirs to tourto improve their citizens’ quality of life Angeles
fects of which are to stifle economidsts off the Mall. dramatically, they should instead cor !

life and drive away businesses and duct an across-the-board privatizatio heaV"y
people. A September 1996 editorial by With this kind of attitude pre- of municipal regulations. Cities nee regulate
The Detroit Newscited 350 different dominating in our urban centers, is it any See “Regulation” on page 12 commerce at

: . : _ ~, the local
Regulation: An Ever-Widening Circle level.

Detroit’s regulatory tentacles have now moved outside the city. Michigan
state House Bill 5812, which amends Public Act 271, is more commonly known as the
“Limousine Transportation Act.” The bill would force certain suburban limousines
who pick up or drop off clients in Detroit to adhere to rules and regulations that
Detroit-based taxis and limousines must face.

Mayor Archer lobbied for this bill. He sent letters to state representatives
asking for support, saying “Currently, most taxis and limousines operating within
the city comply with the aforementioned ordinance, which among other things,
requires operators to buy bond plates as part of their legislation. Still some
carriers based outside the city continue to pick up passengers within the city
absent proper registration. . .” “Furthermore, [T]he City of Detroit ordinance is
more stringent than the state law by requiring an inspection by the city, as well
as additional insurance coverage.”

Not once in his letter did Mayor Archer mention the impact of such regula-
tions on consumers. Had there been some evidence that Detroit consumers were
being poorly served by less regulated suburban services, it would have no doubt
been mentioned. Instead, the mayor makes the case that it is unfair to Detroit
taxi companies to have to compete against suburban limousine companies because
they operate under “a different set of rules.”

Instead of using the state legislature to foist unhealthy mandates on subur-
ban businesses, perhaps Detroit could simply reduce its own regulation.

Mackinac Center for Public Policy Michigan Privatization Report « Spring 2001 9



Feature B

Privatization Could
Rescue Detroit Fire Service

B By Michael LaFaive Detroit could even make it profit- cal term is SEV, or “state equalized
able for a private company to preventvalue,” and the rate of spending would
A recent series of articles in Thefires, and unprofitable when it fails tobe expressed as a dollar amount “per
Detroit News exposed a tangled weldo so. For example, Rural/Metro of$1,000 of SEV,” which represents half
of trouble besetting the city’s fire de-Scottsdale, Ariz., a private fire-fightinga property’s market value, which is what
partment. The long and short of it icompany, actually loses money wheproperty taxes are based upon.
that the citizens of Detroit have a righfires break out. This creates a profit-
to expect reliable protection from firebased incentive for the company to pre- In fiscal year 1998, it cost Detroit
and other emergencies—but they’re notent fires while adhering to its other$16.78 per $1,000 of SEV to operate its
getting it. contractual mandates. Last year alorfae system. By contrast, Scottsdale’s
Rural/Metro held 1,000 fire-preventionfor-profit Rural/Metro spends only
To remedy the situation, Mayoreducation events. $6.89 per $1,000 of SEV. In other
o0 “failed fire Dennis Archer is considering a host of words, Scottsdale, by contracting out its
eguipment” options, including contracting with out- How has the profit incentive pre-fire-fighting service to a private com-
Ly side firms to deal with maintenanceyented fires in Scottsdale? Since 199pany, not only gets better service, it gets
or C'QSGd bill paying, and driver training. Butthere has been only one fire-relatefire protection for dramatically less.
stations.  why not go even further? The probdeath in Scottsdale’s Rural/Metro terri-
lems outlined by The News are sdory, which covers 183 square miles. By Right next door to Detroit, in the
deeply ingrained and bureaucraticallontrast, Detroit, which covers 14CQcity of Troy, fire protection costs just
entrenched that it may be time to try aquare miles, has lost 18 lives in fire§7 cents for every $1,000 in SEV. Troy
completely or nearly completely priva-due to “failed fire equipment” or closedhas a tradition of relying heavily on fire-
tized fire department. stations during the same time. fighting volunteers, supervised by full-
time fire personnel. It now maintains a
The idea is not as radical as it Granted, there are many technieomplement of 11 career and 170 vol-
sounds. In fact, it's been done in othecalities to consider when contemplatinginteer firefighters.
cities, with positive results. Detroitprivatization of an endeavor as complex
could contract with a private companyas a large urban fire department, and the  Oddly enough, Detroit isn’t even
for virtually every duty currently per- matter would have to be handled carespending all of the money it allocates
formed by the city-run fire departmentfully. For example, municipalities toofor fire protection. Budget records show
including fire-code enforcement, arsoroften ask for bids from private compathat despite being desperate for new anc
investigation, training, communications,nies only as a threat to frightensafer equipment, Detroit spent $13.5
maintenance, firefighters’ unions into submission dur-million lessin 1999 than was appropri-

emergency ing contract negotiations. ated for the fire department. In fact, the
medical ser- city spent only $1.5 million more in
vices, and fire In order to demonstrate to privatel999 on all public safety expenditures

fighting itself. contractors that Detroit is serious abouhan it spent in 1990. This doesn’t even
privatization, Mayor Archer would needkeep up with inflation.
Would a to play a prominent role. He would need
private com- to announce that services will be priva- Now, faced with The Detroit News
pany perform tized, award the contract himself, an@&xposé, Mayor Archer has announced
as well as the make it clear that his office would bethat the city will provide Fire Commis-
city force? responsible for carefully monitoring thesioner Charles Wilson with “an open

= A g = First, as The contract for compliance. checkbook” to improve the Fire Depart-
Detroit may wish to consider outsourcing its fire  Detroit News ment. But if more money were the an-
department, as other cities have done. reports, the It is likely that privatizing swer, Commissioner Wilson would have

current city-run department has manyetroit's fire department could not onlyspent the money he already has.
serious problems. Second, the citprovide better service, but save money

would have the option of mandating, agat the same time. Clearly the problem is not a lack
conditions of a private contract, perfor- of money, it is mismanagement and the
mance standards such as response time, Fire departments and cities ofterdanger this mismanagement poses to the
maintenance of vehicles, number oéxpress their rates of spending as anitizens of Detroit, who die in fire-related
open fire houses, and cost of operationamount of money spent per unit of propeeaths far more often than citizens in
just to name a few. erty value being protected. The techni- See “Fire” on page 16
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I Feature

Greasing the Privatization Skids:
Detroit Outsources Police Oil Changes

By Michael LaFaive hours per day, seven days per week. In exchange for these fees Ur-
and Joseph Lehman That allows no stopping to catchban Management agreed to drain and
crooks, no sitting at traffic lights, andreplace up to five quarts of oil; pro-
In 1997, nearly four years after heno time for oil changes. vide new oil filters; lubricate each
left office, former Detroit Mayor and car’s chassis; maintain and fill radia-
staunch privatization opponent Coleman Obviously, DPW was not runningtor coolant, brake fluid, transmission
Young surprised many when he suga smooth, efficient oil-change operatlonflwd and windshield washer fluid;
gested that one of the city's service§Vhat's more, the fact ¥ s
might save money if it were contractedhat expenses werg
out to a private firm. He said the cityso far out of whack
could realize substantial savings if itwas apparently com
contracted with Urban Managemenmon knowledge—sol
Corporation, a company for whichmuch so that eve
Young served on the Board of Directorsprivatization oppo-— %
to change oil in city police cars. nents like Young feItI
safe in proposing a
The city followed Young's advice. private contract. Itis
Has it saved money? therefore little won-
der that Detroit offi-
It could hardly fail to do so. While cials found the
Detroit’s Department of Public Works former mayor’s offer
(DPW) never advertised its oil-changeappealing and con-
costs, some of its cost information catracted with his
be easily deduced from published regroup to provide the
ports. The picture one can draw fitsnaintenance for city
right in with other Detroit boondogglespolice vehicles. i
uncovered in recent years—mismanage- !
ment in the public school bureaucracy, The city qui- |
building and safety inspections, the Deetly gave Young and
partment of Transportation, etc. his business associ
ates the contract
According to The Detroit News, Young, now de-
DPW charged about $1 million in 1997ceased, said his pro*
to change the oil in 500 police cars foposal would save the"
one year. Each change commonly takesty nearly $700,000 of the $1 millionand conduct a general inspection of
an officer and his car out of service folyearly cost of changing the oil in its 50thoses, belts, and air filters on every
up to 45 minutes. Slower service notpolice cars—a 70 percent savings. Of¢ehicle.
withstanding, if DPW is at least as effi-ficials from Urban Management indi-
cient as private garages, an oil changeated that the savings would come from The contract, signed in Novem-
should cost around $30. a quicker oil changing technique thaber 1997, had four major objectives:
could be performed at 13 individual
Assuming a $30 per DPW oil police precincts instead of at the current To develop a computerized system
change, $1 million worth of oil changessingle Department of Public Works to schedule and track police ve-
for 500 police cars buys about 67 oi(DPW) location. hicles for routine maintenance in
changes per car per year—that's one for accordance with time periods and
each car every 5 or 6 days, on average. The contract, now being carried mileage levels established by the
To need that many oil changes in so shoout by On Site Oil, which bought Ur- city of Detroit, Vehicle Manage-
a time, the police cars would each havean Management Corporation in 1998, ment Division of the Department of
to be running 200,000 miles per year. stipulates that Detroit will pay a per- Public Works;
car cost for maintenance of $32.95.
To drive that many miles in aThe price is higher for trucks and vans: To provide routine on-site mainte-
year, each car must be moving, on avFhe contract is limited to 7,325 oil nance services to police vehicles at
erage, just under 23 miles per hour, 2dhanges annually. See “Oil" on page 16

The city of Detroit now saves $750 000 per year thanks to privatization through a contract
with a private oil change company.

Mackinac Center for Public Policy Michigan Privatization Report « Spring 2001 11




12

Feature B

“Compuware” continued from page 5

In an information age, childrenthe district with reliable service, thusware did so and was successful in their
must be taught to use computers anekdirecting spending into the classroombid attempt.
to access information electronicallywhere it belongs. And successful, large-
Administrative systems that trackscale privatizations such as this could Elizabeth Moser is education reform
grades, maintain confidential studenserve as a model for other school diseroject coordinator with the Mackinac Cen-
and school records, and provide nedricts across the country that are seelter for Public Policy.
essary services to districts must opeling ways to streamline services and
ate at maximum efficiency. Schoolsensure cost-efficiency in all their admin-
should not be bound to status quo sysstrative programs.
tems or programs because of bureau-
cratic lethargy or be forced to choose Editor’s note: AsMichigan
the cheapest vendor without considPrivatization Reportvent to print the
ering service quality. Detroit Free Press reported that

Compuware Corp., had been forced to

Detroit officials are optimistic that go back and re-bid parts of the con-

the Compuware contract will providetract it had previously won. Compu-

“Regulation” continued from page 9

to take inventory of their stock of regu-form and the next day he was operatingspections, for example. Many of these
lations and eliminate those not aimedhis business in a mall. By contrast, thalso can conduct review and approval
at facilitating commerce. At the veryprocess in New York City took weeksof construction and other development
least, cities should contract out their liand required licenses, state and federplans as well as zoning enforcement.
censing and permitting departments ttax numbers, and building and zoning
private, for-profit institutions. approval. Because regulation constitutes an
unseen tax that adds to the cost of do-
Regulations are essentially hidden There is no reason why U.S. citing business, it can easily cease to per-
job killers. The problem is detectingies cannot once again become smalferm its proper function of facilitating
how many jobs are being killed: There’dusiness friendly. And there arecommerce if it gets out of hand. Com-
no reliable way to know how many jobssuccessful examples available of howlex, duplicative, and expensive regu-
were “never created” because the regie go about it. Former Mayor Stepherations send a signal to entrepreneurs
latory environment was too hostile. EnGoldsmith helped Indianapolis elimi-that their talents are unwelcome; indeed,
trepreneurs often find it too difficult to nate licenses and fees for 110 local busihat they will be punished.
get through a costly maze of regulationsesses and movie and live entertainment
and either throw up their hands in frustheatre licenses at 30 locations. There-  Cities could go a long way toward
tration and leave, or else operate illesult: Not only did the city not lapse intoopening themselves to greater prosper-
gally. As one Detroit businessmarchaos from a lack of regulation, it con4ty if they would encourage entrepre-
noted, “We operate on the basis that wignues to thrive. A September 199&eurship and simply step out of the way.

just do what we want and the permitdMackinac Center for Public Policy
will catch up with us sometime.” analysisreported that these changes,
combined with competition from con- Edward Hudgins, Ph.D., is director
Last year, ABC News journalist tractors, helped save the city 40 percemf regulatory studies at the Cato Institute, a
John Stossel contrasted what works areh the cost of issuing permits. Washington D.C.-based think tank.
what does not with regard to city regu-
lation of commerce. As a test, Stossel If a city insists on maintaining

attempted to open small businesses tight regulatory control on occupations
Hong Kong and New York City. He and businesses, it could at least contract
went to the appropriate Hong Kong cityout regulatory duties to private firms.
office first, to apply for a license to openThere are at least eight companies in
a small retail outlet. He filled out oneMichigan that perform private building
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Make a Toast to Privatization: Repeal
Michigan’s Protectionist Liquor Law

B By Lawrence Reed Imagine if the state passed a laviorcement effort. In a state of nearly 10
declaring that citizens of Michigan couldmillion residents, the commission
Privatization is about taking as-not buy cherries from producers in angeized more than a hundred packages
sets and services that were once a partthe other 49 states. Does anyone ref illegally shipped
of government’s domain and movingally believe that it would benefit any-beer, wine and li-
them—in part or whole—into the pri-one other than Michigan cherryquor in the first 11
vate sector. producers, assuming it could be emnonths of last year.
forced and that people would pay anynd it's been fight-
There are many ways to priva-attention to it? ing a lawsuit filed
tize. Forinstance, the state government by Michigan resi-
may choose to sell one of its parks to Undoubtedly, people who ignoredents who claim theg
private developers to own and managthe law transport lots of illegal alcohollaw is unfair and
as they please. Or the state could coffrom other states into Michigan. Shorviolates the inter-
tract with a private company to man-of searching every car and truck at thetate commercq
age the park’s operation. borders, the state can't possibly expeciause of the U. S
to stop the flow. The primary effect ofConstitution.
Other privatization efforts simply the law is probably to restrict sales over : . , :
devolve the decision-making processhe Internet. If you've ever attempted No matter /‘?,/élias}fzaeifnys;ﬁfV%Zf,if’rgiﬂamj
from government officials to pe(_)ple_lnto purchz_;lse wine from one of hundredwhat_ happens ing . ionera law stops the purchase and
the private sector. School choice is af web sites of wineries in other statesMlichigan courts, spipment of wine across the Michigan
good example. Instead of assigning styrou discovered that all but a handfuthe state’s ban orvorder unless it complies with a host of
dents to schools geographically closestend back a reply, “Sorry, Michigan isnterstate shipmentstate regulations.
to their homes, vouchers or tax creditsot a ship-to state. We can’t sell to you.bf alcohol may run
let parents decide which school is besthe few exceptions are those that agredoul of events elsewhere. The Insti-
for their children. to comply with state regulations that daute for Justice, a Washington, D.C.-
nothing more than jack up the price byased legal advocacy group with a track
Eliminating bad laws is anotherabout 25 percent. record of getting special interest legi
way to devolve decision-making author- lation thrown off the books, is litigat
ity to citizens. Take interstate alcohol Of course, Michigan wineriesing a challenge to a similar state law
sales, for example. It's been nearlyhat have web pages can and do séllew York. In refusing to dismiss th
seven decades since the failed wawine legally over the Internet to Michi-case last September, a U. S. Distr
against alcohol during America’s Pro-gan residents. Court judge noted that the repeal of P
hibition period (1920-33) came to an hibition in 1933 was not intended “t
end. But 29 states including Michigan Defenders of these protectionisempower states to favor local liquor i over the
still prosecute a kind of mini-Prohibi- laws argue that opening up the marketustries by erecting barriers” to com f
; . _ : > TS Tegulation of
tion of their own: They forbid consum-to Internet sales would make it easigpetition. If the case goes all the way to
ers from buying alcoholic beveragedor underage minors to get alcoholthe U. S. Supreme Court, the states szJCOhOI
from other states unless the products adames Rodney of Birmingham has ae hard-pressed to defend discriminssales.
shipped through a state-licensed liguocommon-sense answer to that: “I reallyory treatment of each other’s products

authority. think a minor who wanted a bottle ofin interstate commerce.
good wine would find someone to buy
The Michigan law is a relic from it for him instead of using a credit card Michigan legislators don’t need to

1934, when states took over the regulaver the Internet and waiting for deliv-wait for the courts to work this out.
tion of alcohol sales after Prohibitionery at his parents’ residence or even Bhey should recognize the futility of this
was repealed. The thought then was thabllege post office box.” Like thousandghrowback to Prohibition and strike a
states that want to discourage drinkingf Michigan citizens who don’t abuseblow for choice and competition—by
should have the power to determine thalcohol and would simply like to get anrepealing the 1934 law and once again
sources of legal beer, wine, and spiritoaccasional bottle from a favorite out-of-allowing private citizens to make their
Whether that made sense then or naifate winery, he wonders what makes ttewvn decisions.
the law today does little more than bestate think its law does any good.

stow a monopoly privilege on domestic Lawrence Reed is president of the
sellers, raise prices, and limit choices Nonetheless, the Michigan LiquorMackinac Center for Public Policy.

for Michigan consumers. Control Commission does make an en-
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taxpayers
$30,000 for a
single day of
food,
dancing, and
camaraderie.
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Feature B

Privatization: The Life of the Party

B By Michael LaFaive or celebrate the contributions andnay or may not desire the particular
achievements of older citizens. But taxform of entertainment provided. Gov-
The pursuit of happiness—not payers ought to wonder whether it is thernments have subsidized everything
happiness itself—is one of the unalienplace of government to decide wherirom community swimming pools, ice
able rights of citizens listed inneighborly interaction is lacking, in rinks, golf courses, sports stadiums, the-
America’s Declaration of Indepen-what ways it is lacking, and what oughtatres, concerts, and art exhibits, just to
dence. This distinction between hapto be done about it. After all, govern-name a few. But it is fundamentally
piness and its pursuit was intentionainent action carries the force of law beunfair to force one person to subsidize
on the part of America’s Founders. Ihind it. Empowering the local the recreation of another. If the citizens
marks the difference between a govermeighborhood cheerleader with the forcef a community want to organize large
ment that imposes results that it conef law is bound, sooner or later, to yieldfestivals, the success of those festivals
siders desirable and a government thegsults at variance with what might beshould be derived solely from the vol-
preserves individuals’ freedom of opvoluntarily hosted by associations sucluntary contributions of those who sup-
portunity to pursue what they desire aas churches, the local PTA, Kiwanis angbort them.
long as their activities don’t obstructRotary clubs, and private citizens.
the freedom of others. Local governments across
Leon Drolet, a Macomb County Michigan have been subsidizing enter-
Americans have been fightingcommissioner, is a long-time opponentainment for years. But is throwing
over the distinction between results andf the Older American Festival. He sayparties a proper role for any unit of
opportunity ever since. In fact, over thehat many of his colleagues on the comgovernment?Michigan Privatization
past several decades, the distinction hasission and in county government reReporthas reported time and again on
become increasingly obscured in théer to the festival as “the absentee votetity, county, and state governments
minds of those who view governmenpicnic,” illustrating the types of abusesusing tax money to entertain their citi-
as society’s primary problem solver. to which such civic lapses lend themzens. A better approach is to leave en-
selves. He says the festival is simply #éertainment to private initiative, where
Today, we see government tryingpolitical program for local politicians. the market can cater to citizens’ diverse
to guarantee the “right” result in mat-Using tax dollars, politicians are abletastes without unfairly burdening some
ters large and small, from economi¢o gather 5,000 likely voters in a smallpeople with the bills for others’ leisure

prosperity to education—and even t@ark and work the crowd for votes.  activities.
old-fashioned neighborliness. That's
right: The Detroit Newseported re- The civic problem government Michael LaFaive is managing editor

cently on just two examples of governefficials encounter with all programs of Michigan Privatization Report.
ment-imposed neighborliness, one ifike the party truck and Older Ameri-

Canton Township and another in Sterean Festival is that such programs re-

ling Heights. distribute the earnings of people who

purchase a $20,000 “Mobile Recreatio

Unit.” According to The News, this rec-
reation truck will come “chock full of efforts to meet the terms of the contract, Clearly, one of the benefits of
yard games and grills.” The idea beincluding standards and project objecprivatization is saving money. But those
hind the truck is to facilitate neighborlytives. Inspections by the contract adsavings should never come at the ex-
interaction. The township already emministrator or his staff, which may bepense of the safety of school children.
ploys a “neighborhood specialist” toscheduled or not, should be aimed &rivate contractors—and public school
help throw parties and settle small disshecking whether the contract’s requireemployees—must be held to strict stan-
putes. Meanwhile, in Sterling Heightsments are being fulfilled. Citizen com-dards of safety or risk losing work to
senior citizens are treated to an annuplaints should be formally documentedsomeone who will do the job safely.
“Older American Festival,” which costsand researched, and when valid, should
county taxpayers $30,000 for a singlée taken seriously. On the other hand,
day of food, dancing, and camaraderieontract administrators should be on the Michael LaFaive is managing editor
lookout for complaints generated byof Michigan Privatization Repart

Of course there is nothing wrongdisgruntled employees or their friends

with wanting to express neighborlinesand relatives.
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Urban Sprawl for Dummies?

B By Samuel Walker You'd be extremely grateful to hood and ask which he would prefer, if
anyone who came up with a way to dihis living arrangements were at issue.
It's difficult for officials and citi- vert attention from these failures. In thén fact, ask him where he lives now.
zens to deal with an issue when theoncept of “urban sprawl,” those favor-
terms have been pre-packaged by orieg government solutions have found a Policy-makers must look at the
side in the public debate. By drumway to: a) refocus attention away fromfactors that cause families to leave cit-
beating the term “urban sprawl” forthe real problems; b) avoid having tdes. It's time to focus on such things as
years now, policy-makers and activistedmit they were wrong about manymaking schools not just tolerable but
who favor government solutions to perthings; and c¢) not judteeptheir coer- great. There are a number of ways to
ceived problems have been able to tal@ve government powers, but actuallydo this, whether through charter-school
much of the public focus off some ofexpandthem. expansion or some kind of school choice
their own most persistent urban failures. program that gives parents a tax credit
According to Albany Law School for tuition at public or private schools.
Par for the course is that the ternprofessor Patricia Salkin, the concept
used to describe the solution to “urbanf urban sprawl inspired more than City officials also could do othe
sprawl” places a negative label upori,000 legislative bills in 1999 alone,things to fix the schools, improve th
all those who notice the sleight of handand 20 percent of these passed. Thality of city services, and lighten th
After all, the only people who would idea has empowered city governmentsax load on citizens. They could op
be against “smart growth” must beand state legislatures to impose a hostacher certification so top-notch pr
well, dummies. So maybe it's time forof growth control policies that limit fessionals who want to can beco
a short lesson entitled, “Urban Sprawprivate, individual, and community teachers. They could contract out
for Dummies.” choices in favor of vast, restrictive gov-private firms garbage pickup, water a
ernment directives. sewer services—even rodent control
Market-oriented policy-makers so service providers will go out of bus
and proponents are wrong to say that  But the same people who gave ugess if they fail to show up on time t
aesthetically ugly housing developthe problems aren't likely to come upfix a problem. They could post
ments spreading across the countrysideith the solutions. After all, we've friendly, neighborhood patrolman of MENtS
are “no problem.” But the real prob-added 120 million people to America’sfoot to walk the precinct. They coul( Spreading
lem has always been deterioration of thpopulation since 1950. That works ouawvoid traffic problems in the city anc
1as awva) > o~ ) i " across the
quality of life in our cities, and a refusalto about 55 million new homes. Theyavert “sprawling” developments outsid .
to acknowledge their causes in policyhave to be built somewhere. it by easing tough zoning requiremen countryS|de
Public school systems are willing to fail so stores can be built close enough f are “no
generations of minority youth rather Perhaps “New Urbanist” develop-people to walk or ride a bike there. problem.”
than admit that market-oriented reformsnents like Cherry Hill Village in Can-
like school choice might work. Cityton Township are the way to go. In short, the solution to “urban
governments are allowed to deliver sebevelopers—without either coercion orsprawl” lies in fixing the problems that
vices incompetently decade after decadrubsidies from government—were ableause people and businesses to leave
rather than adopt more efficient, privateto build high population density hous-cities in the first place. But people must
sector alternatives. Lawless, dangerousg that minimizes the need to use aube allowed to come up with their own
city environments are only now beingcomobiles because of mixed-use zoningolutions. No one-size-fits-all solution
changed, slowly, against determinedhat allows both residents and commeipolicy-makers try to impose has worked
resistance, through older, more tradieial properties to be built side-by-side.or is likely to work, even if they do think

tional law enforcement methods— it's “smart.”
methods government planners discarded  The point policy-makers should
as anachronistic decades ago. understand about what they refer to as ~ Samuel Walker is a communications

“sprawl” is that it's not wrong for indi- specialist at the Mackinac Center for Pub-
Think about it: U.S. cities areviduals, families, and businesses tdc Policy.

being deluged with proposals aimedhoose the most viable options open to
at reversing 40 years of failure. Howthem. Whenever an alarmist shows a
would you like it if your political op- picture of ugly housing developments
ponents could credibly cite 40 yearsencroaching” upon pristine farmland,

of living testimony against your poli- it might be appropriate to show him a
cies and positions? picture of a typical inner-city neighbor-

Mackinac Center for Public Policy Michigan Privatization Report « Spring 2001 15




Featur_

“Oil” continued from page 11 “Fire” continued from page 10

police precincts so designated by théroy or Scottsdale. Indeed, combinedhat might consider locating there. If
Vehicle Management Division of the these smaller cities have experiencedetroit wants to experience the eco-

Department of Public Works; only two fire-related deaths since 1992nomic renaissance it has yearned for, it
must become willing to do things dif-
e To provide transportation for all per- In one year, 1999, the value oferently. One way to begin might be to

sonnel, supplies, and equipment taesidential property destroyed by fire irprivatize its failing fire departmeiz
be used in the servicing of the ve-Detroit was more than the value of all
hicles to and from the police pre-new residential property built in the city Michael LaFaive is managing editor
cincts; and during the entire decade of the 1990sf Michigan Privatization Repart
What type of message do these numbers
* To dispose of all items used in thesend to the people and businesses con-
servicing of the vehicles (oil, etc.) sidering a move to the Motor City?
using methods that comply with lo-
cal, state, and federal requirements. A reputation for providing poor
services hurts the city of Detroit and dis-
$750 What are the results? For thecourages those families and businesses
! computerized system and services ina
annually | volved in the first objective, the city
since itwas was to pay Urban Managemen
implemented. $17,000. For a‘I‘I other_services the cit
agreed to pay “a maximum not to ex
ceed” $242,208. This price represents
a 75-percent drop in the price paid b
the city of Detroit to change the oil in
its police cars. And the savings arg
even greater when one considers thf

Taking the Pulse of Privatization
Privatization Watch

A fact-filled monthly Relying on the data,

the company must return a portion of ~newsletter that ke.eps ""-"."'!U?zqm, % sources, and ex-
this money back to the city in the form] ~ government officials & Sl pertise of the
of income tax. The contract with Ur- and others in- = ; world-re-

ban Management and On Site Qil ha
saved Detroit at least $750,000 ann- formed about the nowned RPPI

ally since it was implemented. latest develop- Privatization

Probably no one knows how] MTETts in privat- Center, Prtvat?za—
many other city services are bein§ 1zation. It in- — | ftion Watch provides
similarly mismanaged and could savg  cludes latest insightful analysis

vast amounts of money through privat -
contracts. Imagine what the city migh trends, how-to tipsand best on  a broad spectrum of

save if it contracted out every othe} practices, and breaking privatization policy areas.
DPW operation. news.

v)

IRig;

Michael LaFaive is managing editor
of Michigan Privatization Report. Order Privatization Watch Today. One year (12 issues) is $135
for private business or $75 for governments and nonprofits. Call or

Joseph Lehman is executive vicg visit our website to order or for more information.
president of the Mackinac Center for Pub

lic Policy. (310) 391.2245
www.rppi.org/privwatch.html
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Oakland Saves Taxpayers
Millions by Contracting Out

[eature

B By Michael LaFaive .

The suburban communities of
Oakland County are generally known
for their remarkable economic growth
and prosperity. What sets Oakland, one
of the nation’s wealthiest counties,
apart from its less wealthy but more
populous neighbor to the south, Wayne
County?

One major difference is the
privatization efforts that have saved
Oakland County job providers and tax-
payers almost $9 million since 1993.
Most of the services contracted out by
Oakland County Executive L. Brooks
Patterson and his staff have been small,
so few privatization efforts have been
publicized by the media. That does not
mean, however, that they are not impor-
tant. Below is a brief timeline of Oak-
land County’s impressive privatization
accomplishments.

e May 1993. County officials con-
tract with a private firm to serve and
process civil papers. The firm is
paid through fees generated by the
court. Last year the company
served 5,851 papers and received
fees totaling $480,000.Annual
savings: $208,588.

e August-October, 1993. Oakland
County enters into three contracts
with private firms for food, janitorial,
and medical services through its
Medical Care Facility, a 120-bed
long-term nursing home that serves
Medicaid, Medicare, and Blue Cross/
Blue Shield recipientsAnnual sav-
ings: $376,349.

e January 1996. Oakland County con-
tracts with an automobile dealer to
provide “bump shop” services to
county-owned vehicles. A bumpe
shop is responsible for removing the
many dents and dings inflicted on au-
tomobiles in the normal course of
their useful lives.Annual savings:
$86,300

Mackinac Center for Public Policy

July 1996. Oakland County con- duced needless bureaucracy in county
tracts with Staples Inc., for the purdepartments by 67 full-time positions.
chase and delivery of office supplies-ew employees, however, had their jobs
to all departmentsAnnual savings: terminated. Positions that were vacant
$132,200. at the time of privatization were nev
filled, some employees retired, and s
Prior to this contract, county departothers were transferred to different p
ments ordered supplies directlysitions within the county.
from the county’s Materials Man-
agement Division. The division In addition, Oakland County hal
then ordered supplies directly fromgiven its Wixom-based sewerage pl
a vendor, who delivered suppliego the city of Wixom. The city then con
twice per week. This middle man-tracted with EarthTech for operatio
agement was reduced by allowinggind maintenance of the facilit vendor.
individual departments to orderEarthTech is a Long Beach-based pr A poorl
from Staples directly, via thevider of water and wastewater manag P y
Internet. In addition, the countyment with offices all over the states performmg

a

was able to avoid construction costgcluding Grand Rapids. county unit is
for a new Materials Management much harder
Division building. Ultimately, Looking to the Future to replace

however, Oakland County became
dissatisfied with the Staples vendor The next big public-private con-
and terminated the contract in favotract under consideration between Oak-
of a new one with the vendor Boisetand County and a private, for-profit
Cascade. One of privatization'sfirm involves Oakland’s “806 Mega-
great virtues is that if a vendor failshertz” system, which is a radio commu-
to perform it is easy to get a newnications system used primarily for the
vendor. A poorly performing county county’s emergency personnel. Oak-
unit is much harder to replace. land may outsource the system’s opera-
tion and maintenance over to a mobile
October 1997. The county contracts communications company such as
with a private dental organization toMotorola Inc. or ComNet Ericsson. The
provide dentistry services to 3,00@county would retain the system'’s tow-
low-income adultsAnnual savings: ers and issue radio licenses, while all
$742,988 other services would be provided by the
private firm.
For more on this subject, see “Oak-
land County Fills A Cavity: Privatiz- The Patterson administration in
ing Dental Work” in the witer 1998 Oakland County has not beervecal
issue oMichigan Privatization Repart champion of privatization; however, it
has worked quietly behind the scenes
October 1999. Oakland County con- to ensure that what privatization efforts
tracts with private physicians to condit took were worthwhile and resulted
duct breast and cervical cancein better services and lower costs for
screenings for Medicaid patientsresidents.
Annual savings: $138,675
Michael LaFaive is managing editor
August 2000. County officials con- of Michigan Privatization Repart
tract with a private firm for purchase
and preparation of inmate meafm-
nual savings: $1,656,765

These privatization efforts re-
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% Detroit |\/|ay private vendor of their choice for remov-interest in taking over Detroit’s Public
Privatize 13 Schools ing snow from sidewalks, playgrounds]ighting Department and taking a crack
parking lots and roads. The usual resuét running the trouble-laden system.

DETROIT—Detroit Pub- was deep snow covering everything for Although Mayor Dennis Archer

lic Schools is in search of privatedays following a heavy snow—six snowtold The Detroit News he would “seri-
companies willing to take over 13 ofdays off for students in 1999 alone.  ously entertain any offer” from a pri-
the city’s schools. The district has This winter, the school district de-vate company to run the utility, neither
drafted a request for proposals from prieided to sign a contract with B&L Land- his office nor any private company has
vate firms. The Chief Executive Officerscaping and Torro & Braglio Landscapingstepped forward with details on the
of the district, Kenneth Burnley, mayto clear away the snow at all of the district'sleal, which would represent the larg-
select one or more firms to manage th260 schools. The streets and thoroughfarest sell-off of a city agency in recent

schools. The contract could start athat students, school buses, and moms abetroit history.

early as August. dads must brave are now neatly plowed. The Public Lighting Department
When charter school legislation “Everything is just fantastic,” suffered a terrible year in 2000, includ-
was passed in the early 1990s, this iBelma Stinger, principal of Holcombing two major power outages that shut
what the Mackinac Center for PublicElementary School, told The Detroitdown schools, hospitals, and govern-
Policy had envisioned: allowing wholeNews. “The sidewalks are clear. Thenent offices. This and a major electri-
portions of a district, if not the entirestreets are clear. It's just amazing.” cal explosion at Detroit's main library

district, to convert to charter status. have elicited calls for privatization and
apparently opened the door for offers
MDOT Sells Lenawee County from private companies that believe

Novi Ice Arena Skates Railroad System they could handle the job.

The only things known at this
ADRIAN—In a move the point are that the company that came
NOVI—When the city of Novi Mackinac Center called for back in Aprilforward with an offer is not Detroit
opened an ice arena in August 1998, offit995, the Michigan Department of TransEdison, and that city government was
cials expected to reap a $70,000 profit iportation (MDOT) has sold the state’sgyiven “about a month,” according to
its first year. Instead, construction delaysldest piece of railroad, the Lenawedrcher, to come up with an assessment
and poor management drove the arena in@ounty Railroad System, to a privateof just what a sale deal would entail and
what now amounts to a $350,000 debt. company, the Adrian & Blissfield Rail how it should work.
But last fall the city hired a pri- Road Company, for $1.7 million. The department provides lighting
outages vate management firm, and, as the re- _ Originally built in 1836 by the to 4,_500 public bu_ildin_gs in_Detroit_, in-
shut down sult of a deal to allow the tele-Erie and Kalamazoo Railroad, thecluding schools, libraries, fire stations,
communications company Sprint toLenawee was the first railroad west opolice precincts, hospitals, and colleges
schools, | build three cell-phone towers on thehe Allegheny mountains. and universities.
hospitals, arena’s grounds, the Novi Ice Arena is MDOT has owned the 19.5-mile
and finally on target to make a profit. Insystem since the 1980s and since then
December, the City Council unani-has contracted with several private railGarden City Holds
government mously approved the deal, which willroad companies to provide rail servicey;
offices.  qi . o ’ oat . “Private Garbage
. give the city an initial $100,000 pay-to shippers. But ownership of the rail
ment and yearly payments starting atoad stayed with MDOT until recently, Contractor Accountable
$15,000 and rising to $25,000 per yeawhen officials decided to offer the prop- GARDEN CITY—In most
over 25 years. Officials expect theerty for sale to “the bidder that exhibitedblaces, when public service is bad, citi-
Sprint deal to raise at least $585,00€he greatest potential to provide efficienzen complaints pile up and the terms of

toward Financial Stability

over the life of the contract. and reliable rail service,” according topublic employment shield those respon-
MDOT Director James DeSana. sible from suffering any real penalty.

But in Garden City, officials impose a

Detroit Schools Clear Path for _ stiff fine—$750 a day—when Abcor
Efficient Snow Removal In the Dark about Sale of Detroit's Enterprises, the city’s private garbage
Public Lighting Department pickup service, fails to fulfill the terms

DETROIT—Before the winter of of its contract.
2000-01, Detroit's school district relied DETROIT—There is still no word Abcor was hired in October 2000
on school principals to contract with theon which power company has expressed haul trash for 11,500 homes and
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businesses in Garden City. If the comEonsultants to Saginaw: vate contractor is doing, and expect
pany fails to do its job, it is fined. In Privatize Civic Center even greater results in the coming
October alone, Abcor paid out nearly year,” Weinert said.

$7,000 in fines for offenses such as SAGINAW—The best way to The firm’s most recent fiscal per-

missing entire city blocks and show-give a new lease on life to the finanformance got rave reviews from the

ing up to collect trash from houses asially struggling Saginaw Civic Cen- White House Task Force on Recycling,

late as 11:30 p.m. ter, according to a 120-page repornvhich recently recognized Ann Arbo
In late November, even thoughreleased in November by internationator meeting the National Recyclin

the company was doing better, a Deconsulting firm Deloitte & Touche, is Challenge started by then-Vice Pre

troit News article on Garden City'sfor the city to hire a private manage-dent Al Gore in 1998.

poor garbage service didn’t do Abcor’'sment company.

reputation any good at all. “If they A management company, accord-

don’t do what the contract stipulatesing to the $81,000 study, would be ablé>rjyate Group Wants to Manage

we'll continue to f|n_e them,” City Man- to devote itself to networking with aDetroit Children’s Museum

ager David Kocsis told The News,larger range of contacts to lure events

neatly encapsulating the rationale foto the 28-year-old facility. In addition DETROIT—A private group

privatization. to privatization of management, Deloittemade up of professionals, business le
Reports now are that Abcor hask Touche reported that to avoid clos-ers, educators, media people, and

shaped up and won’t be fired, everng in June, the Civic Center needs tents from across Metro Detroit ha r ing

though this remedy is always lurk-initiate a public relations blitz to changdaunched a fundraising campaign to fi-",

ing in the background as the ultimaténegative connotations” about the cennance either a total renovation or atotéMth a Iarger

motivation for a private company toter and downtown Saginaw, upgrade theemake, at a new location, of Detroitange of

improve. “worn and dated” appearance of theChildren’s Museum. contacts to

conference meeting area, and make as  The group, which calls itself De- ure events
much as $6 million in renovations androit Discovery Museum, is respondin’i

Oakland County Privatizes repairs. The study projects that the Certe a growing concern that the museuntO the d

i ter will rack up a monetary shortfall of currently run by Detroit Public Schools,28-year-0
Direct Care for Menta”y . anywhere from $194,500 to $467,800s ineffective and substandard, equacﬁlity_
OAKLAND COUNTY—The over the next five years. cially compared to children’s museums

Oakland County Community Mental in other cities such as St. Louis and In-

Health agency, one of the largest in dianapolis.

the state, has gotten out of the busiPublic-Private Partnership One option being considered

ness of providing direct care forpy i i would be for the school district to turn

around 14,000 people with psychiat-Brlngs in the ReCyC“ng Green the facility over to the nonprofit group,

ric and developmental disorders. ANN ARBOR—The private which would refurbish the museum in

Instead, it has contracted out thi¢ompany that operates Ann Arbor’s Maits current location. Another would be
care to Macomb-Oakland Regionaterials Recovery Facility brought infor Detroit Discovery Museum and the
Center (MORC) and Easter Sealsmore money for the city in 2000 than itschool district to form some sort of co-
which will use the same 240 direct-cardnas in any year since the facility waoperative partnership. Yet another way
staffers used by the old system, to asuilt five years ago. is to begin a new facility in a new loca-
sure continuity of care for the patients. In the 1998-99 fiscal year, Casellaion. Whichever option is chosen,

Unlike the old system, both con-Waste/FCR, the company the runs th&indraising for the effort is ongoing.
tractors will face heavy fines if theyfacility, brought Ann Arbor a profit on As Amy Roth, a volunteer for the
fail to meet clearly stated contractualts recyclables of $2,818. Not a bachonprofit group, told Detroit News col-
standards of care. The contract alsprofit on crunching up plastic bottlesumnist Bill Johnson, Detroit Public
contains monetary incentives forand pop cans. Not bad, thatis, until on8chools already has its hands full try-
meeting desired objectives, such asonsiders how much the firm placed inng to take care of the catastrophic fi-
placing patients in community set-city coffers this year: $269,733. nancial and educational woes that have
tings. “No other Community Health “The market conditions were re-plagued it for decades, without the
Service in the state has a performancaadly good,” explains Bryan Weinert,added responsibility of running a
contract,” John Torrone, MORC pub-Ann Arbor’s manager for resource re<children’s museum.

lic affairs director, told the Detroit covery and waste reduction. “We're “I think they have more pressing
Free Press. extremely happy with the job our pri-priorities,” Roth said.
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cause two

of its funds are

curre

ntly in
deficit.

Feature B

Cities’ Budget Woes
Could Be Preview of Detroit’s Future

B By Alicia Sikkenga known as the Local Government Fiscahot a “serious financial problem may
Responsibility Act, or Public Act 72. exist” within 30 days after beginning his
The financial turmoil facing the The law effectively confers the com-review. If the treasurer determines that
Wayne County cities of Highland Parkbined power of mayor and city councithere is a problem, the governor may ap-
and Hamtramck may offer a glimpseupon financial managers, allowing thenpoint a review team to examine the
into Detroit’s future—if officials do not to unilaterally take measures—includeity’s fiscal health in greater detail.
take measures to put the Motor City'sng privatization of city services—to

fiscal house in order. balance the books of troubled cities. The review team must examine
city financial documents to determine
Highland Park and Hamtramck, What does Highland Park andfone or more financial conditions have

both surrounded entirely by Detroit, reHamtramck’s experience with emer-occurred and whether or not the city can
cently made head gency financial manag- solve its own problems. Specific finan-
lines when their ers mean for Detroit? A cial conditions that the review team
financial woes trig- strict interpretation of looks for are highlighted in the law.
gered a state ap Public Act 72 suggests They include, but are not limited to
pointment of two that Detroit’s financial

“emergency finan- condition is similar to ¢ Failure (by the city) to pay wages
cial managers” to that of the two smaller and salaries or other compensation
bring the cities’ mu- cities. Under the law, the to employees or retirees for more
nicipal budgets process of appointing a than 30 days;

back into line. financial manager may

Hamtramck is fac- be triggered if a city ¢ Failure to eliminate an existing defi-
ing a $2.4 million “fails to provide an an- cit in any fund of the local govern-
debt while High- nual financial report or ment within the two-year period
land Park was de- audit that conforms with  preceding the review team’s report to
linquent in making the minimum procedures the governor.

a $525,000 pay-E and standards of the state

ment to the Michi- Louis Schimmel is currently the treasurer and is required The second condition is bad news
gan Employee®émergency financial manager of ynder the uniform bud- for Detroit because two of its funds are
Reitrement System Hamtramck. Is there one in store for geting and accounting currently in deficit.

L . 'Detroit?

as it is required to act.” As of Jan. 2, De-

do by law. In December, Wayne Countyroit violated this condition when it Now is the time for Detroit offi-
judge Louis Simmons reversed thdailed to complete its annual audit ortials to seriously consider money-sav-
state’s decision to appoint a financialime. This should subject the city to ang privatization options—before it's
manager in Highland Park. The city idinancial review by the office of thethe Motor City’s turn for a state-ap-
now back under the control of its demostate treasurer. pointed fiscal manager.
cratically elected leadership.

If the state treasurer does conduct Alicia Sikkenga is labor research as-
Emergency financial managersa review of Detroit’s financial situation, sistant with the Mackinac Center for Pub-
are appointed under a 1990 state lathe must inform the governor whether olic Policy.
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