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US and Candian Utilities
Face Problems:

 Historic Under-Investment
 Tighter Regulations
 [ncreased Security Expenditures

 Limited Financial Resources
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Is the Private Sector
“The Solution?”

* Private/ Public is A Value Issue

« But NOT the Primary Performance Issue

« Case Studies in: llinois, Indiana, lowa
Michigan, Minnesota, Ohio, Wisconsin

And The Canadian Province of Ontario
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We Found Performance
Depends On:

» Effective Staffing

Consistent and Adequate Funding

Better Asset Management

Performance Measurements and Rewards
Stakeholder Involvement & Transparency

Avoiding “False Starts”
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Insufficient funds
e Grants and subsidies
* Regulatory relief
* More cost-effective procurement approach
* Value engineering or alternative facilities
* Longer term loans
» Greater economies of scale or scope
 Streamlinin g of key processes
* Additional charges or taxes

Inefficient staffing
e Better trainin g
¢ Addition al staff
* Interagency labor sharing
* Selective outsourcing
e Clear communication with workers and unions
* State and federal technical assistance

Limited transparency and
public participation

* Open-minded needs assessment discussions
e Comprehensive external and internal

Poor asset management
* One-time asset condition assessment

communications * Ongoin g asset inspection and tracking
e Adherence to and exceeding legal * Risk-based asset management
requirements

¢ Clear threshold between maintenance and

* Consistently informing customers about new capital spending

facility benefits and costs

* Prompt, third-party investigation of
allegations

» Third-party technical reviews

Ineffective performance
measurement and reward
® Clear standards and indicators
*Performan ce-based compensation
*Performance scorecards
*Fixed-fee contracts with options to extend
*Raw water use or pollution charges
*Public benefits charges
*Pre-specified minimum mandatory penalties
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Focus of manual

@ Limited discussion
Identify
@ causes @
Clarify Evaluate
symptoms options

Local decision-

@ m akers
Evaluate @
performance Select

solution(s)

®

Implement
solution(s)

Public participation (e.g.,
advisory committees, public
hearings)

Expert assistance (e.g.,
consultants, associations)

Federal, state, and local rules, regulations, and customs
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Example: Economies of Scale

e Lansing, Michigan Public "Regionalization”

- (Lansing, Watertown, Delhi Township; Then
Added Dewitt, Alaidon, and Bath Townships)

e Minnesota Small Private “"Regionalization”
— (St. Michael, Albertville, Hanover)

e Both Captured Economies of Scale
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Example: Performance
Measures and Rewards

e Louisville, Kentucky Water Company
— Public Ownership with Public Operation
e Milwaukee Municipal Sanitation District

— Public Ownership with Private Operation

e Hamilton, Ontario -- Public Ownership,
- With Operation: Public, Private, Public
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» Conclusion: Values Are Important, but
* Performance Is a “Separate” Issue
» See this Paper for More Examples

 or the Primary Research Document

— at: www.pacinst.org/report/oeyond_privatization/
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