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lir response W incredsed loterest 1o privatiza-
tion, the International City/County Management
Association (ICMA) has been tracking local
governments’ use of alternative service delivery
approaches since 1982. Although almost all gov-
ernments responding to the ICMA surveys use
at least one form of alternative service deliv-
ery, survey results show that direct public de-
livery is still the most common approach and
that, in the last ten years, delivery by pub-
lic employees entirely has increased somewhat.
Among alternative service delivery approaches,
for-profit privatization and intergovernmental
contracting are the most common, and their us-
age for nearly one-fifth of all government ser-
vices has remained relatively steady over the
decade. Use of nonprofit contracting has been
stable as well, although at less than half the
rate of for-profit privatization. Use of franchises,
subsidies, and volunteers remains the least com-
mon approach. Of interest is how little these
trends have changed over the 1992-2002 time
period; the only truly dramatic change has been
in the increased use of mixed public-private
provision.

Although the use of privatization has often
been presented by both by supporters and de-
tractors as politically motivated, the [CMA sur-
veys tell a different story. The stability of the
rends as described above suggests that local
governments are mature and experienced in their
use of alternative service delivery. According
to the 2002 survey results, problems with con-
tractor performance and a lack of competitive
markets account for the relative flatness of the
rends.

As pragmatic professionals, local government
managers recognize that the delivery form that
works best varies for each service and each
location, that markets for public services are
not uniform across all municipalities, and that
market-based service delivery needs to be care-
fully managed. Two aspects of the 2002 survey
show this clearly. First, survey results reveal dra-
matic growth in the use of mixed public-private
provision in jurisdictions where government
managers recognize the important role they play

in creating competition and managing markets
for public services. Rowan Miranda and Allan
Lerner pointed out the importance of such in-
ternal benchmarking after reviewing the 1992
data.? In the last ten years, use of mixed public-
private contracting has increased by 35% and
now comprises 23% of all service delivery
on average. Second, the 2002 survey added a
new question on the stability of privatization
and found that a fifth of all governments re-
ported contracting back in previously privatized
services. The primary reasons were failure to
maintain service quality by alternative providers
(73%) and failure to achieve cost savings (51%).
This may help explain why the use of mixed
provision has increased.

According to the 2002 ICMA survey results—
and as discussed in detail further on—the av-
erage level of services provided by local gov-
ernment has gone down since 1992 but public
involvement in the delivery of the remaining ser-
vices has increased. Proponents of the New Pub-
lic Management (NPM) theory have argued that
governments can separate the policy decisions
about provision from the actual service delivery
process. David Osborne and Ted Gaebler, in their
famous 1992 book Reinventing Government, ex-
horted government managers to steer and not
row.?

However, critics of NPM have argued that
more attention needs to be given to serving the
public,* and the 2002 survey shows that after
ten years of experience with alternative service
delivery, managers recognize that they must be
directly involved in the rowing if they want to
keep the ship of government on course. The
2002 ICMA survey presents a profile of pro-
fessional local government managers who are
using market forms of provision where they
can but are paying careful attention to bal-
ancing a combination of concerns: cost sav-
ings, service quality, and citizen satisfaction.
The growth in direct government involvement
in the service delivery process reflects these
concerns.

In short, privatization at the local level should
not be characterized as a politically motivated

decision. Pragmatic government managers are
aware of the potential benefits from privatization,
but they are also aware of its limits. To ensure
the preservation of public values in public ser-
vice delivery, local government managers under-
stand that they have a critical managerial role to
play.

SURVEY METHODOLOGY
AND RESPONSE

ICMA’s Profile of Local Government Service
Delivery Choices, 2002—2003 survey was con-
ducted in fall 2002 and spring 2003. Letters
were mailed to the chief administrative officers
(CAOs) in municipalities with populations of
10,000 and over, in counties with populations
of 25,000 and over, and to a random sample of
one in eight municipalities from 2,500 to 9,999
in population and one in eight counties with
populations from 2,500 to 24,999. The letter pro-
vided each local government with a Web address
(URL), where they could either download and
complete a hard-copy PDF file and mail it in or
complete the survey online in a Web form.

Of the 5,370 municipalities and counties
that received surveys in 2002, 1,283 responded
(24%) (Table 2/1). Although the response rate
is 8 percentage points lower than that in 1997,
ANOVA tests show the respondents to the 1992,
1997, and 2002 surveys represent the same pop-
ulation of municipalities as described by pop-
ulation size and per capita income. The 1,283
municipalities that responded to the 2002 sur-
vey represent a sample sufficiently large enough
to permit careful analysis of service deliv-
ery detail. As in the past, the response rate
was higher among cities than counties (27%
vs. 18%), with the very largest cities show-
ing an even higher rate than they did in 1997.
Central and suburban places were more likely
than independent rural areas to respond. Re-
sponses were highest from the Pacific Coast and
South Atlantic regions, and lowest from the East
South-Central, Mid-Atlantic, and New England
regions.
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2002

1997

Percentage responding Percentage responding

Clagsification No. surveyed No. responding
....................... 5,370 1,283
................... 3,689 985
“Counties’ 1,681 298

‘Population group g
* Over 1,000,000 ....... 38 15
.. 500,000-1,000,000 ... 88 21
250,000-499,999 ..... 146 45
100,000-249,999 ..... 455 132
50,000-99,999........ 785 182
“25,00049,999........ 1,412 314
-10,000-24,999........ 1,903 456
5,000-9,999 .......... 281 66
2,500-4,999 .......... 262 52
- Geographic division '

" New England.......... 447 78
Mid-Atlantic ........... 740 111
East North-Central .... 1,058 266
West North-Central.... 498 120
South Atlantic ......... 780 253
East South-Central .. .. 397 49
West South-Central ... 560 119
Mountain.............. 296 88
Pacific Coast.......... 594 199

Metro status

, Central................ 999 281
Suburban ............. 2,587 650.
Independent .......... 1,784 352

24 32
27 36
18 23
40 36
24 27
31 28
29 33
23 32
22 30
24 34
24 30
20 37
17 28
15 22
25 32
24 35
32 39
12 17
21 30
30 » 41
34 45
28 32
25 34
20 29

'For a definition of terms, please see “Inside the Year Book,” xi.

LOCAL GOVERNMENT PROVISION
AND DELIVERY OF SERVICES

ICMA’s survey asks local government managers
about the provision of services in their juris-
diction. First, it queries if a service is currently
being provided by the government, has recently
been shed, or has never-been provided by the
government. If the service is currently being
provided, the survey then asks whether public
employees are used in its delivery and whether
these employees are used entirely or only in part
(mixed public-private delivery). Finally it asks
about the use of six different alternative forms of
service delivery: intergovernmental contracting;
for-profit privatization; nonprofit privatization;
and the use of franchises, subsidies, and volun-
teers. These questions are asked separately for
each of 67 different services. In addition, a new
column was added to the most recent survey ask-
ing whether the method of service delivery had
changed over the last five years. However, less
than 2% of the sample checked this column, so
the responses are not reported here.

ICMA’s survey also asks a series of questions
about why governments explore the option of al-
ternative service delivery, who they involve in
evaluating ‘its_feasibility, and how they ensure
success in implementing private service delivery.
For the 2002-2003 survey, a new: question was
added about the stability of alternative service
delivery—specifically, whether the governments
had contracted back in previously privatized
work. This question was posed in recognition
of the dynamics of the service delivery choice
process reported in the Municipal Year Book
2003

Public Provision of Services Is Shrinking
Local government service provision is dynamic.
Old services are continually being shed while
new services are being brought in; for example,
job training and welfare programs were new ser-
vices added to the 2002 survey. Nevertheless,
findings from that survey reveal that overall gov-
ernment responsibility for provision of services
in 2002 averaged 57%, down from 69% in 1992
(not shown), and that local government provi-
sion over the past decade dropped for all but 3
of the 67 services surveyed while significant in-
creases were found in only utility billing and dis-
posal of hazardous materials. Services with the
largest drop in government provision were health
and human services (hospitals, drug and alco-
hol treatment, mental health programs, prisons,
and homeless shelters), support functions (tax
assessing and collection, and title records), pub-
lic safety (ambulance service and vehicle tow-
ing), and public works (solid waste and sludge
disposal). This is not surprising, given that al-
ternative forms of service delivery have been
high in these services and that contracting some-
times leads to the eventual shedding of local
government service responsibility altogether. In
such cases, either citizens purchase the service
directly from private providers, or a level of gov-
ernment higher than the municipality returning
the survey assumes responsibility for the service
on a regional basis.

Local Government Delivery Is Rising
ICMA treats the data on service provision sepa-

rately from the data on service delivery. Respon- .

dents were first asked whether they provided the
service. Those that provide the service were then

1. askedto provide information on how that service
was delivered. The base for all percentages re-
ported in the three service delivery tables that
follow is the number of governments reporting
how they delivered a particular service they pro-
vide. Thus in Tables 2/2, 2/3, and 2/4, the relevant
base for the percentages is not the entire sam-
ple but the number of respondents who provide
the service and who checked at least one option
about how the service was delivered. This num-
ber varies for each service and is presented in
the first three columns of Table 2/2. And since
the base number reporting is different for each
service, comparison between services should be
treated carefully.

While the percentage of services provided by
local government is shrinking, the level of direct
government delivery of those services that are
provided is actually rising. The use of employ-
ees entirely increased on average from 48% in
1992 to 52% in 2002 (Table 2/2). The highest
levels of direct public delivery (more than
80%) were found primarily in support functions
(payroll, secretarial services, personnel, and
public relations). Public works (street cleaning,
snow plowing, inspection, water distribution
and treatment, and parking meter maintenance
and collection), critne and fire prevention, traffic
control, and recreation facilities all used public
employees entirely in 70% or more of respond-
ing governments. The lowest use of public
employees entirely (below 35%) was found in
more than half of the functions in health and
human services, as well as in commercial solid
waste collection and disposal, transit systems,
disposal of hazardous materials, gas utilities,
vehicle towing, cultural and arts programs, mu-
seums, and legal services. The largest increases
(10 percentage points or more) in the use of
public employees entirely were in commercial
waste collection, public utilities, ambulance
service, sanitary inspection, insect and rodent
control, animal shelters, day care facilities, child
welfare programs, prisons, tax assessing and
processing, and title records (Table 2/2). These
are some of the same areas where experimen-
tation with alternative service delivery has been
high. This return to the use of public employees
entirely needs to be better understood.

Mixed public and private provision.shows a
dramatic increase over the decade from 17% to
23% of all services on average (Table 2/2). The
services with the highest levels of mixed provi-
sion (more than 40%) were those that also had
high levels of contracting (street repair, traffic
signs, tree trimming, programs for the elderly,
cultural and arts programs, and fleet manage-
ment). Mixed provision increased for practically
all services. The only significant decreases were
in commercial waste collection, utility billing,
and secretarial services—services that had large
increases in the use of public employees .en-
tirely. The largest percentage point increases
(more than 15%) in mixed public-private pro-
vision were in health and human services (day
care facilities, child welfare programs, public
health programs, drug and alcohol treatment, and
mental health programs). Mixed provision also
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Table 22  USE OF DIRECT PUBLIC DELIVERY BY EMPLOYEES ENTIRELY OR IN PART, 18922002

No. reporting Public employees entirely Public employees in part
Change in Change in |
percentage . percentage
. 1992 1997 2002 points 1992 1997 2002 points
Service . 1992 1997 2002 % % % 1992-2002 % % % 1992-2002
T Vo - TR 971 801 596 48.0 49.0 52.0 4.0 16.7 17.0 23.0 6.0
Publlc works/transportation -
Resldential solid waste collection.................... 882 620 46.7 36.8 445 -2.2 9.8 8.5 10.5 0.7
Commercial solid waste collection ........ 649 408 233 23.1 333 10.0 221 11.4 18.1 -4.0
Solid waste disposal........... R 794 504 315 30.0 327 1.2 11.8 9.9 17.7 5.9
Street repair.......o..ouvuen erereaeeaaeans 1,191, 971 42.6 39.3 41.7 -0.9 52.0 54.2 52.9 0.9
Street/parking lot cleaning ....... PN 1,025 787 70.0 67.5 70.9 0.9 19.2 19.2 18.8 -04
Snow plowing/sanding...........coviiieiiiinn 902 739 75.5 71.3 75.2 -0.3 22.1 243 21.9 -0.2
Traffic sign/sign installation/maintenance 1,126 864 43.1 50.6 43.4 0.3 33.9 35.7 41.2 7.3
Parking meter maintenance/collection ...... e 287 229 80.2 74.9 79.5 -0.7 9.9 11.8 14.8 4.9
Tree trimming/planting on public rights-of-way ....... 1,261 1,100 904 43.6 40.2 39.6 -4.0 45.5 46.5 49.4 3.9
Maintenance/administration of cemeteries ........... 574 472 384 66.9 64.4 67.7 0.8 15.0 13.6 21.6 6.6
Inspection/code enforcement .................. ceee 1,379 1,210 981 82.6 82.4 82.3 -0.3 14.5 13.9 15.2 0.7
Operation of parking lots/garages ............ 525 434 379 68.2 67.5 65.4 -2.8 16.0 14.7 222 6.2
Operation/maintenance of bus transit system....... 437 378 258 24.5 22.5 30.2 5.7 10.1 114 21.3 11.2
Operation/maintenance of paratransit system........ 395 350 + 240 22.5 20.6 30.4 7.9 12.2 1741 21.3 9.1
Operation of AIrports ..........c.ooovveveniiininnns 513 437 302 36.1 34.3 42.4 6.3 16.6 20.8 28.5 11.9
Water distribution.............ooveiiiiiiiiann . 812 694 74.6 74.6 75.9 1.3 8.7 8.3 14.3 5.6
Watertreatment ..........oooiiinnieeaiiiiineneis 820 619 66.6 ' 69.8 7.4 4.8 6.4 6.6 12.3 5.9
Sewage collection/treatment.......... 912 743 56 59.3 60.8 4.1 17.9 17.2 225 46
Disposal of sludge..........c.......... 763 559 433 41.9 42.0 -1.3 10.0 13.1 19.3 9.3
Disposal of hazardous materials 556 399 16.1 18.9 228 6.7 24.4 225 31.6 7.2
Public utilities
Utility operation/management: electric ............... 414 341 172 324 36.7 48.3 15.9 22 41 8.7 6.5
Utility operation/management: gas................... 351 . 255 113 12.3 18.4 28.3 16.0 3.1 0.4 6.2 3.1
Utility meter reading 784 715 593 65.4 734 77.6 12.2 9.8 5.5 9.4 -0.4
Utility Billing ...ovvveniiin i 633 757 637 47.2 78.7 76.1 28.9 18.3 6.9 13.3 -5.0
Public safety :
Crime prevention/patrol...............ooeeveiiiiinnn. 1,204 1,001 88.4 89.1 85.6 -2.8 7.8 6.6 9.4 16
Police/fire communications 1,196 925 71.8 734 69.1 -2.7 13.8 11.6 18.3 4.5
Fire prevention/suppression ..............cccveeeenes 1,040 821 70.3 71.3 74.4 4.1 9.5 104 123 2.8
Emergency/medical service .............. 961 724 42.7 46.5 52.2 9.5 19.1 19.9 28.5 9.4
-Ambulance service .:.......oveeeiiinnn. 820 575 32.6 37.2 45.9 13.3 9.3 11.2 19.8 10.5
Traffic control/parking enforcement 1,088 854 88.0 86.5 85.4 -2.6 7.7 7.4 9.8 21
Vehicle towing and storage .................... S 731 473 5.0 8.1 7.2 22 8.7 9.3 13.3 4.6
Health and human services
Sanitary inspection ..........ociiiiiiii s 740 520 424 55.0 59.0 16.6 13.6 10.0 17.7 4.1
Ingect/rodent control................ . 620 409 34.1 40.2 45.0 10.9 17.2 14.8 2741 9.9
Animal control ............ e 1,089 809 59.2 56.9 63,4 4.2 12.7 13.5 14.6 1.9
Operation of animal shelters............... 832 508 343 36.1 445 10.2 74 9.4 15.0 7.9
Operation of day care facilities............. 294 124 6.2 16.0 29.0 22.8 13.7 10.5 29.8 16.1
Child welfare programs ..........ccvveevanis 416 248 15.8 23.1 28.2 12.4 19.3 23.1 34.7 15.4
Programs for the-elderly .................oee 782 614 20.6 26.1 27.5 6.9 45.1 41.6 51.3 6.2
Operation/management of hospitals ....... 255 67 8.5 5.1 14.9 6.4 3.8 3.9 14.9 111
Public health programs ..............oveens . 566 350 24.6 27.0 30.9 6.3 20.0 24.2 36.6 16.6
Drug and alcohol treatment programs ............... v 425 256 7.4 10.8 9.4 23 17.3 22.1 37.1 19.8
Operation of mental health/mental retardation
programs and facilities 635 386 201 6.5 10.4 14.9 8.4 10.6 18.4 30.3 19.7
PrSONS/ails «.....oovveeeeniienen ... 939 709 457 38.7 52.5 61.3 22.6 17.0 12.6 19.5 25
Operation of homeless shelters 510 287 124 0.6 1.7 6.5 5.9 47 5.6 16.1 1.4
- Job training programs ............... . — —_ 261 - —_ 18.8 - — —_ 37.2 —
Welfare programs ........oeeevevunerrnssserasiiiinns - — 219 - — 49.3 —_ - — 19.2 —_
Parks and recreation .
~ Operation/maintenance of recreation facilities ....... 1,308 1,145 940 74.8 69.7 70.0 -4.8 18.7 21.8 26.4 7.7
Parks/landscaping maintenance ..................... 1,309 1,156 949 73.7 65.9 66.3 -7.4 19.8 247 27.7 7.9
Operation of convention centers/auditoriums ........ 421 387 274 57.0 55.8 54.7 -23 145 12.1 20.4 5.9
Cultural and arts programs
.Operation of cultural and arts programs ............. 679 554 417 16.6 22.2 23.7 7.1 38.7 34.1 49.2 10.5
Operation of braries ...........coiicieenneniine, 1,019 800 617 49.2 49.6 55.9 6.7 10.2 111 13.1 2.9
Operation of MUSBUMS ..........ceevviiiiiiiinnnnas 542 442 290 18.8 14.9 24.8 . 6.0 11.6 18.1 25.9 14.3
Support functions )
Buildings and grounds maintenance .. 1,232 1,028 6565 . 58.8 58.3 -7.2 32.0 37.6 39.1 71
Building SECUItY .....ccvvvvivveiiiiiinees 847 799 78.0 721 70.8 -72 14.6 15.6 19.9 5.3
Fleet management/vehicle maintenance: ’
Heavy equipment .........ccovvreviiinniiiiiiinees 1,357 1,176 963 55.3 51.8 50.9 -4.4 36.8 40.9 45.1 8.3
Emergency VehiCIes .........oevveriieriiniinnnn, 1,290 1,113 907 52.2 48.5 45.8 -6.4 35.6 39.6 44.7 9.1
All other vehicles .......... . 1,350 1,182 972 56.1.- 52.9 53.8 -2.3 35.9 38.2 39.8 3.9
PaYION. . cvvenee e 1,279 1,024 92.3 90.5 92.3 0.0 5.1 5.7 5.8 0.7
Tax processing ... — 674 52.7 — 66.8 141 11.2 — 16.8 5.6
Tax assessing ....... 876 546 41.0 51.8 58.1 171 7.6 11.4 13.6 6.0
Data processing............... 1,177 938 80.2 75.5 74.0 -6.2 14.9 20.3 22.8 7.9
Collection of delinquent taxes 939 653 47.9 51.3 52.8 4.9 12,8 17.3 23.3 10.7
Title records/plant map maintenance ................ 833 565 419 55.7 63.4 21.5 19.7 16.8 21.4 1.7
LOgRI SBIVICES ... v eurueeienenr i raniasaanine 1,322 1,066 838 38.2 35.7 31.9 -6.3 248 27.9 32.5 7.7
Secretarial 8ervices ...............oiiiiiiiin 1,386 1,167 960 90.3 89.5 919 1.6 9.4 9.8 7.8 -1.6
Personnel ............ ceee 1,392 1,199 982 91.4 89.9 88.0 -3.4 8.0 8.4 10.8 2.8
Public relations .......vivvviiiiiiiiier i 1,326 1,118 944 84.5 81.7 82.3 -2.2 13.2 15.5 15.7 25
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Another government or authority

Private, for-profit

Private, nonprofit

Change in Change in Change in
percentage percentage . percentage
1992 1997 2002 points 1892 1997 2002 points 1992 1997 2002 points
% % % 19922002 % % % 1992-2002 % % % 1992-2002
L L 211 18.0 16.5 -5.3 . 18.4 19.5 18.0 2.0 71 7.4 8.2 0.8
Public works/transportation |
gsidential solid waste collection.................... 22 3.1 3.5 1.3 37.1 488 394 2.3 1.2 0.2 0.6 -0.6
smmercial solid waste collection . . 34 3.9 1.8 53.5 60.1 43.1 ~10.4 0.8 0.2 0.2 -0.6
............... e . 20.5 18.1 -9.1 32.1 40.4 38.1 6.0 0.8 0.4 1.4 0.6
Blrest repalr................oveuee ce . 6.3 6.8 1.9 29,0 34.4 35.3 6.3 0.5 0.4 0.6 © 0.1
- Btreet/parking lot cleaning : 3.1 3.4 0.3 16.5 19.5 18.3 1.8 0.7 05 ° 09 02 .
Snow plowing/sanding........... . 6.3 6.2 1.6 10.3 134 12.6 23 0.3 0.1 0.1 -0.2
Traffic sign/sign installation/maintenance ..... e . 14.6 17.5 ~1.2 241 23.6 271 3.0 0.7 0.3 0.2 -0.5
‘Parking meter maintenance/collection ........ 8.1 9.1 3.5 —4.6 5.5 10.1 9.6 4.1 0.3 1.0 0.0 -0.3
. ':’ﬁtee trimming/planting on public rights-of-way ..... 3.8 4.3 5.5 1.7 30.7 35.9 38.3 7.6 1.6 1.5 2.7 1.1
Maintenance/administration of cemeteries ..... . 7.0 34 -3.7 11.3 14.0 12.2 0.9 6.4 8.5 4.4 -2.0
Inspection/code enforcement .................. veee X 4.9 5.4 -1.1 54 77 7.2 1.8 0.3 0.3 0.2 =0.1
Qperation of parking lots/garages ............. e . 7.4 4.2 -3.8 13.3. - 154 20.6 7.3 2.3 23 - 21 -0.2
Qperation/maintenance of bus transit system 44.4 34.5 —14.2 14.2 220 209 6.7 8.0 85 11.2 3.2
Operation/maintenance of paratransit system........ 38.2 36.0 32.1 -6.1 19.5 223 192 ~0.3 15.2 15.7 15.8 0.6
Qperation of airports 33.0 25.8° ~9.1 16.2 18.8 20.5 43 = 25 1.1 1.3 -12°
Water distribution. ..... X 14.9 144 -1.5 4.9 7.3 7.2 2.3 ~-.0.8 0.9 0.4 -0.4
Water treatment ....... 221 17.9 -8.2 41 5.1 6.3 2.2 1.0 - 09 0.6 -0.4
Bewage collection/treatment........ . 27.2 257 —-6.9 %46 7.9 8.3 3.7 1.2 0.4 0.4 -0.8
Disposal of sludge................ . 25.8 204 -12.5 17.2 275 30.8 13.6 1.5 0.7 11 -0.4
Disposal of hazardous materials 35.6 28.1 ~9.1 35.4 374 38.3 2.9 3.2 1.8 43 1.1
- Public utilities : e
Utility operation/management: electric :.............. 12.8 12.3 16.3 3.5 37.2 39.6 26.7 -10.5. 43 | 29 41 -0.2
Utility operation/management: gas 11.4 9.8 14.2 2.8 53.3 56.9 42,5 -10.8 4.8 3.1 3.5 -1.3
Utllity meter reading ... 78 - 586 6.6 -1.2 180 . 175 12.1 ~5.9 1.8 0.7 1.3 -0.5
Bty BilliNG ... .eveer i 9.2 5.7 7.8 -1.4 31.3 127 124 —-18.9 2.1 0.4 1.4 =07
Public safety !
Qrime prevention/patrol............ccovvvinniininnns 6.4 8.1 1.6 0.9 0.2 0.1 -0.8 0.6 0.4 0.4 -0.2
Police/fire communications .... 19.4 24.3 3.3 0.6 0.7 0.2 -0.4 1.0 0.7 0.8 -0.2
Fire prevention/suppression ... 10.0 10.4 -2.5 0.8 0.8 0.7 —0.1 2.6 19 .18 -0.8
Emergency medical service ... 15.7 15.3 4,7 13.7 15.6 12.6 -1 8.3 76, 84 0.1
Ambulance service ....... e 13.5 14.8 -3.6 27.0 27.8 20.5 -6.5 10.3 9.1 8.3 -2.0
Traffic control/parking enforcement ........ . . 7.7 7.3 0.5 0.8 1.5 1.3 0.5 0.5 0.4 0.2 -0.3
Vehicle towing and storage .......................... . 4.1 38 1.4 82.6 78.7 79.5 -3.1 25 3.6 1.5 -1.0
Heaith and human services
Sanitary iNSPection ..............c.coevvveininannn... . 36.4 31.2 -17.1 1.5 3.8 35 2.0 0.4 0.7 0.0 -0.4
Insect/rodent control...................... . 35.8 31.8 -10.5 14.0 20.0 16.4 24 0.9 1.8 0.2 -0.7
Animal control ..........c..oiiiiiiiiin, 3 . 21.2 17.7 -2.8 5.4 7.5 5.8 0.4 8.9 9.6 8.8 -0.1
Operation of animal shelters..,".......... . 25.8 211 ~7.5 10.5 10.5 6.7 -3.8 233 23.4 21.7 -1.6
Operation of day care facilities . . X 16.7 10.5 -7.5 53.5 48.3 37.9 -15.6 34.5 31.0 347 0.2
Child welfare programs ........ . 51.4 37.5 -25.6 4.0 7.9 11.3 7.3 12.7 19.2 25.0 12.3
Programs for the elderly 31.6 26.2 -8.0 62 - 8.1 7.3 1.1 24.4 25.7 30.6 6.2
Operation/management of hospitals ....... . 35.7 43.3 4.3 30.8 35.7 25.4 —-5.4 30.3 35.7 284 -1.9
Public health programs .................... . 48.8 44.6 -12.4 5.4 16.1 111 5.7 8.4 14.0 19.4 110
Drug and alcohol treatment programs 421 38.3 -14.1 20.0 20.5 18.4 -1.6 33.5 35.3 46.5 13.0
Operation of mental health/mental retardation
.. Programs and facilities .. . 57.3 45.3 -21.2 15.1 16.6 19.4 4.3 29.4 28.2 36.3. 6.9
Prisons/jails ..............c.....o .l . 40.2 324 -20.2 1.1 27 1.8 0.7 0.2 0.7 1.1 0.9
Operation of homeless shelters 33.1 22.6 -17.6 4.7 52 4.8 0.1 53.7 60.6 62.1 8.4
Job training programs ............... . — 48.3 — — — 115 — — — 31.0 -
Welfare programs ..o — — 37.9 — - - 2.3 — — - 9.6 —
Parks and recreation
Operation/maintenance of recreation facilities ....... 10.9 10.8 8.4 -2.5 5.2 9.8 8.7 3.5 34 4.9 7.3 3.9
‘Parks/landscaping maintenance ..................... 8.3 8.4 5.6 -2.7 9.5 17.8 18.1 8.6 1.7 22 20 0.3
Operation of convention centers/auditoriums ........ 23.0 21.7 18.2 4.8 7.8 14.2 15.3 7.5 5.7 8.3 9.1 3.4
Cuitural and arts programs : . ; }
Operation of cultural and arts programs ............. 16.3 16.8 134 ~2.9 6.5 6.7 9.8 3.3 40.8 35.7 44.6 3.8
Operation of libraries ...................... tedaniines 394 36.0 28.5 -10.9 1.0 0.9 0.5 -0.5 4.2 4.8 6.5 2.3
Operation of museums ..................ocveeunen 26.2 23.8 124 -13.8 2.0 54 4.5 2.5 36.5 394 35.2 -1.3
Support functions.........................ceeeeee
Buildings and grounds maintenance .. 1.6 1.8 1.8 0.2 198 263 304 10.6 1.6 1.6 1.9 0.3
Bullding SECUitY ........oveviiiiiiii i, 2.0 2.1 25 0.5 11.6 18.5 19.1 7.5 1.3 1.1 1.0 -0.3
Fleet management/vehicle maintenance:
- Heavy equipment™................cvuvereeinennn.. E 1.4 1.6 . —0.2 26.9 325 37.2 10.3 2.3 2.1 0.6 ~-1.7
| Emergency vehicles................ . 3.1 3.7 -0.1 271 338 39.9 12.8 3.2 2.8 0.9 ~2.3
5 All other vehicles .................... . 1.9 1.3 -0.6 254 31.8 36.0 10.6 2.4 21 0.6 =1.8
 Payroll.....ieeennee . . 1.0 0.5 -0.4 4.1 5.8 5.5 1.4 0.5 0.3 0.1 -0.4
| Tax processing .......... . — 23.3 -14.6 4.8 — 7.4 2.6 0.6 - 0.3 ~0.3
Tax assessing ........... . 38.7 290.5 ~21.0 5.6 6.4 8.2 2.6 0.5 0.3 0.2 -0.3
Data processing..............covven.. . 3.5 3.8 -1.9 8.3 15.0 17.3 9.0 0.9 0.4 0.4 ~0.5
Collection of delinquent taxes.................. . . 291 24.8 -13.3 8.3 144 17.9 9.6 1.2 0.9 0.6 -0.6
Title records/plant map maintenance . 31.1 25.3 -18.4 7.6 8.2 6.4 -1.2 0.5 0.0 0.0 ° ~0.5
Legal 86rvices............cocevveiiiiiiiiii i, . 3.0 26 -0.7 46.7 50.9 55.7 9.0 25 24 1.7 -0.8
Secretarial services 0.2 0.2 -0.4 5.4 7.0 5.3 -0.1 0.1 0.6 0.1 0.0
Personnél ............... . 1.1 0.9 -0.2 3.9 6.8 8.6 4.7 0.4 1.1 0.3 ~0.1
Public relations ............ccooi i . 1.3 1.0 -0.4 6.3 9.3 11.9 5.6 0.7 21 1.4 0.7
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increased by more than 10 percentage points in
bus transit, airports, ambulance service, hospi-
tals, homeless shelters, cultural and arts pro-
grams, museums, and tax collection. This is not
surprising. These services are complex and re-
quire a good deal of direct interaction with the
public. Thus, although each of these services
involves a significant amount of alternative de-
livery, government managers also keep part of
the delivery in house to ensure service quality
and provide a benchmark for contracting.

Alternative Service Delivery Is Flat

Not all alternative service delivery mechanisms
are private. For example, contracting to another
government or authority creates a “public” mar-
ket among neighboring municipalities. Of the
six alternative delivery mechanisms measured
by ICMA, intergovernmental contracting, for-
profit contracting, and nonprofit contracting are
the most common.

Intergovernmental contracting fell on average
from 21% in 1992 to 17% in 2002 (Table 2/3).
The highest levels of cooperation (more than
25%) were found in all but four of the health and
human services, as well as in transit systems, air-
ports, sewage collection, disposal of hazardous
wastes, libraries, tax assessing, and title records.
Two new -services—job training and welfare
programs—were added to the survey in 2002

Table 2/4

because the Welfare Reform Act of 1996 and
the Workforce Investment Act encourage local
governments to use private providers in these ar-
eas. Interestingly, these services rely more heav-
ily on intergovernmental contracting (48% and
38%, respectively) than on for-profit privatiza-
tion (12% and 2%, respectively) or nonprofit
contracting (31% and 10%, respectively).
There were slight increases in cooperation in
utilities, police/fire communications, and hospi-
tals, but overall cooperation dropped for most
services (Table 2/3). The largest percentage point
drops (more than 12%) were in bus transit, sludge
disposal, health and human services (sanitary in-
spection, child welfare programs, public health
programs, drug and alcohol treatment, mental
health programs, prisons, and homeless shel-
ters), museums, tax services, and title records.
For-profit privatization at 18% on average was
down slightly from 20% in 1997 but still up over-
all from 1992 (16%) (Table 2/3). The highest
levels of for-profit privatization (more than 30%)
were generally found in the same service areas
as in 1992: waste collection atd disposal, street
repair, tree trimming, sludge and hazardous ma-
terials disposal, gas utilities, vehicle towing, day
care facilities, buildings and grounds mainte-
nance, fleet management, and legal services. By
and large, the largest percentage point drops and
increases were also found in this set of services.

USE OF FRANCHISES, SUBSIDIES, AND VOLUNTEERS FOR DELIVERY
OF SELECTED SERVICES, 2002
Franchises Subsidies Volunteers

Service % % %
Public works/transportation
Residential solid waste collection .....................init 15.6 0.3 0.0
Commercial solid waste collection ....................cooeieen 19.9 0.0 0.0
Solid waste disSposal.........c.covivviiiiiiieriiriiirian i 9.7 1.0 0.0
Tree trimming/planting on public rights-of-way .................. 14 0.7 3.4
Maintenance/administration of cemeteries ...................... 0.5 0.8 3.9
Operation/maintenance of bus transit system ................... 1.9 5.4 0.4
Operation/maintenance of paratransit system... 1.7 741 0.4
Operation of airports ..................o.e 4.3 3.0 17
Disposal of hazardous materials..................ooviivvnnnnn. 3.5 ’ 2.0 2.8
Public utilities .
Utility operation/management: electric .................ovevvnenn 1.0 0.0 0.0
Utility operation/management: gas.............ccovvvevvninnnen 195 0.0 0.0
Public safety
Crime prevention/patrol...........ccooiiviiiiiiiirriiineiennnn. 0.2 0.1 3.4
Fire prevention/suppression .............ccoivvviiiiiiiinniann. 0.2 0.9 12.9
Emergency medical service ...............ociiiiiiiiiiin e 1.5 1.0 101
AMDUIANCE SOIVICE .....ovivviiii it 2.4 E 1.6 11.3
Vehicle towing and storage .............ocevvivenienniinienenn. 6.1 0.4 0.2
Health and human services
Operation of animal shelters ..., 0.2 2.6 5.9
Operation of day care facilities ...l - 1.6 11.3 2.4
Child welfare programs ............ccovveviiiiiiiiiiininnnnns 0.8 10.1 7.3
Programs for the elderly ... 0.8 8.1 1741
Public health programs ................ 1.7 6.3. 5.7
Drug and alcohol treatment programs. ..............ovinienn. 2.0 121 5.5
Operation of mental health/mental retardation

programs and facilities ...........0 ...t 25 104 4.5
Operation of homeless shelters..............coovvveviines e 3.2 15.3 8.9
Job training Programs .......voviiiiieeiie e i 1.5 6.9 3.8
Parks and recreation .
Operation/maintenance of recreation facilities .................. 33 ! 1.7 8.6
Parks/landscaping maintenance ...............cooiiviiiiiiiann 0.8 X 0.4 5.5
Operation of convention centers/auditoriums ................... 2.9 3.3 2.9
Cultural and arts programs
Operation of cultural and arts programs ........................ 0.7 12.5 26.9
Operation of libraries .............ooiiiiiiiiiiiiiiiiin e 0.2 3.7 8.4
Operation of museums 1.0 1241 30.7

For-profit privatization dropped more than
10 percentage points in commercial waste col- |
lection, electric and gas utilities, utility billing,
and day care facilities. The largest increases in
privatization, also around 10 percentage points,
were found in sludge disposal, buildings and
grounds maintenance, and fleet maintenance. |
These results, coupled with the results described
under public delivery (entirely or in part) above,
show that the privatization experience differs
from place to place: services that are delivered by
alternative approaches in one place are provided
publicly or with mixed delivery elsewhere.

Nonprofit privatization increased = slightly
from 7% on average in 1992 to 8% in 2002
(Table 2/3). The largest uses of nonprofit con- -
tracting were found in transit systems, health
and human services, cultural and arts programs,
and museums. However, only three of these
services—child welfare programs, public health
programs, and drug and alcohol treatment—saw
more than a 10 percentage point increase ‘over |
the decade. '

Use of franchises, subsidies, and volunteers
was least common, accounting for less than 4% |
of service delivery overall. Table 2/4 shows those
services for which more than 3% of local govern- |
ments used at least one of these three alternatives |
for delivery. Franchises were most common in
residential and commercial waste collection and |
disposal, and in electric and gas utilities. Sub-
sidies were used by more than 10% of local
governments in day care facilities, child welfare |
programs, drug and alcohol treatment, mental
health programs, homeless shelters, cultural and
arts programs, and museums. Volunteers were
most common in museums (31%), cultural and
arts programs (27%), and programs for the el-
derly (17%); in addition, they were used by more
than 10% of local governments in fire prevention, |
emergency medical service, and ambulance ser-
vice. Such citizen participation is common and
popular in services that support a strong sense of
community.

THE RISE IN PUBLIC
SERVICE DELIVERY

ICMA asks about the factors that local govern-

ment managers consider in their decision to ex- |
plore alternative service delivery. The first ques-
tion on the survey asks if the local government
has studied the feasibility of adopting private ser- |
vice delivery within the past five years. The per- |
centage of governments reporting that théy have
studied this issue was nearly twice as large in |
2002 (58%) as it was in 1992 (31%) (Figure 2/1).
Among the reasons given, internal attempts to cut
costs were still the primary factor, mentioned by |
almost 90% of responding governments. Exter-
nal fiscal pressures were the next most important |
factor at nearly 50%, up from 44% in 1997, and
proposals from service providers were the third
most important factor, accounting for 21% of re- |
spondents. However, only 16% of governments '
cited changes in the political climate empha-
sizing a decreased role for government; this is |
down from 25% in 1997. Mandates encouraging




Figure 2/1

intergovernmental financing also dropped. These
results suggest that alternative service delivery
is primarily a pragmatic management effort fo-
cused on cutting costs, meeting fiscal pressures.
and responding to opportunities presented by
outside vendors. It is not driven by politics,
citizen groups. or governmental mandates. Thus,
the lack of growth in alternative service deliv-
ery most likely reflects a lack of potential for
additional cost savings or quality improvements.

This pragmatic, managerial approach to alter-
native service delivery is reflected in who inside
government is involved in evaluating the feasibil-
ity of alternative service delivery. Survey results
show that managers and department heads were
involved in more than 80% of the cases, whereas
elected officials were involved in only half the
cases (Table 2/5). The largest increases since
1992 were tound in the involvement of assis-
tant managers, budget analysts, attorneys. and
department heads. Line employees were the least
likely to be involved (17%).

This protessional management perspective is
also seen in who outside government is involved
in the evaluation. As shown in Table 2/5, the role
of potential service deliverers dropped from 62%
in 1997 to 54% in 2002 while that of professional
consultants increased from 47% o 53%. Some
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Government studied
feasibility
1992 (n = 1,486)
1997 (n = 1,576)
Bl 2002 (n = 1,228)

Factors behind
decision

1992 (n = 1,023)
[ 1997 (n = 449)
8 2002 (n = 329)

Fuctors underlying study of the feasibility of private service delivery

Table 2/5
OF PRIVATE SERVICE DELIVERY

have argued that alternative service delivery can
increase the role for citizens, but these results
do not support that conclusion. The involvement
of both citizen advisory committees and service
recipients dropped by 7-8 percentage points
from 1992 to 2002, a larger drop than appeared
in any other category.

The percentage of governments reporting ob-
stacles to adopting private service delivery has
dropped steadily over the last ten years—from
52% in 1992 to 41% in 2002 (Figure 2/2). Those
who reported obstacles indicated that opposition
from citizens, government employees, and de-
partment heads has dropped since 1997 whereas
opposition from elected officials has increased.
And since 1992, there have been fewer reported
problems with institutional rigidities, lack of
expertise in contract management, and lack of
empirical evidence. In 2002 ICMA added ques-
tions about problems with contract specification
and monitoring, but only 18% and 14% of gov-
ernments, respectively, reported problems here:
after 20 years of experience with alternative ser-
vice delivery, local government managers have
learned how to write and monitor contracts. In
short, most of the obstacles to private delivery
were not due to management failure. On the
other hand, the largest percentage increase in ob-
stacles (nearly 6 percentage points) was for an
insufficient supply of private deliverers. Without
a competitive market of alternative providers,
a problem reported by 31% of governments in
2002, there will be no cost savings from pri-
vatization. Thus, the major obstacle to market
approaches is the failure of the market itself. This
may help explain why we find increases in op-
position from elected officials.

The percentage of governments that reported
undertaking activities to ensure success in im-
plementation of private alternatives has been
decreasing since 1992. However, of those that
reported such activities in 2002, identifying suc-
cessful experience in other jurisdictions was
still the most common approach (Figure 2/3).

INDIVIDUALS INVOLVED IN EVALUATING THE FEASIBILITY

1992 1997 2002

Individuals invoived % % %

Inside government (n=1,103) (n = 894) (n = 622}
Manager/chief administrative officer .............. ... 88.3 86.6 86.9
Assistant manager/chief administrative officer . ... ...... ... .. .. 39.1 332 39.9
Manager and/or budgetanalysts ............................. . 25.8 27.2 33.9
Didparmmentheans="" " Fee i L i — 77.6 83.8
Financelaccounting officer .. .. 47.6 49.6 52.1
AHOENeY. oot S R 31.8 30.7 36.3
Procurement/purchasing officer ...................... . 16.1 17.6 21.4
Line employees ................. . L 15.5 14.4 16.6
Electedofficials ............................ ... ... .. .. 52.1 53.9 51.4
Other-. o simimimey Lo 4.8 53 4.3

Qutside government {n = BOYj (n = 836 {n = 645)
Potential service deliverers .. .. . ; 62.1 62.4 53.6
Professionals/consultants with expertlse In particular service areas 39.2 46.5 53.0
Managers/chief administrative officers of other local governments with

experience using private service delivery . .......... . ... ... ... ... 14.2 23.1 19.8

Citizen advisory committees............ IS S I AR 29.2 24.9 22.6
Service recipients/consumers ... 22.9 15.1 15.3
State agencies, leagues, or associations 12.6 9.8 9.8
Other .................. L 3.3 4.7 il

'Not inciuded on 1992 survey.
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Figure 272 Ubstacles in udopting private service delivery

Guovernietils learn from their neighbors. The use
of consultants has increased over the decade.
while the implementation of alternatives vn
wrial basis has dropped. Privatization is still more
fikely W be applied 1 new or growing ser-
vices. Fewer governments reported recommend-
ing changes in state or local laws. This is corisis-
tent with the finding presented in Figure 2/2 that
wistitutional rigidities are less of 4 problem.

Government
encountered
obstacles
1992
(n=1,455)

Obstacles
encountered
1992
(n = 694)

1997
& (n =707)

2002
T

Government
undertook
activites

1992
(n=1,474) |

1997
3 (n = 1,569)

2002
=] (n=1,210)

Activities
undertaken

1992

Figure 273 Activities undertaken 1o ensure success in implementing

private service delivery

There wus alsu a reduction since 1997 in the
use uf competitive bidding (Figure 2/3) This 1s
surprising given the increased problems with an
nsufficient supply of alternative providers, but it
may reflect a decline in use of contracting over-
all. If there are tou few competitive suppliers,
It ntakes nu sense o contract out or W require
line employees o vompetitively bid their work.
Lnterestingly, the development of programs w

nunimize the effect on displaced public employ-
ees has dropped, possibly in response to declin-
ing opposition from line cmployees.
Privatization 1s stll more likely t be applied
10 new or growing services, Although reliance
on active citizen groups favoring privatization
has dropped slightly since 1992, as shown in
Figure 2/1, governments secking t ensure
success i the implementation of private service




Figure 2/4

delivery were more likely o survey citizens and
keep the ciuzen complaint mechanism in house
(Figure 2/3; Government managers recognize
that citizen vuice is important and is most likely
to be reflected through experience with the ser-
vice delivery process itself.

As in 1997 fewer than half of all respond-
ing governments reported using techniques w
systemalically evaluate privaie service delivery
(Figure 2/4). Amuong thuse that do evaluate, cost
was the most common criteria evaluated (87% ).
Measuring compliance with delivery standards
specified in the contract rose since 1992 from
2% 1w 84% of responding governments, and
atlennion [ citizen satisfaction increased by
10 percentage polnts since 1997,

When asked what techmques they use w
evaluate aspects of private service delivery,
respondents reported monItoring ClZen ComM-
plaints as the most common method used (75% )
(Figure 2/4). Analyzing data and records and
conductuing field observations were also tech-
niques used by more than 70% of governments.
Citizen surveys were the technique least likely
1o be used. althvugh thelr use has been increas-
i over the decade and was reported by 30%
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Government

evaluates

service delivery
- 1992

1 Techniques used
1992
{n = 663)

n = 637}
2002
(n = 533

lechnigues used to evaluate private service delivery

ol governments w2002, These results suggest

that government managers see the evaluation ot

alternative service delivery as an important tech-
nical process. Costis stll paramount, but service
quality and citizen satusfaction are receiving in-
creased attention.

Local government service delivery is a dy-
namic process. This year. for the first ume,
ICMA looked at the stability ol alternative ser-
vice delivery, asking governments it they had
brought back in house services that they had pre-
viously contracted out. Of the 22% that repurted
bringing services back in house, the reasons
cited were problens with unsatistactory service
quality (73%), problems with insufficient cost
savings (51%), and an inprovement in internal
government efficiency (36%) (Table 2/6). These
findings show that it was primarily poor perfor-
miance by private deliverers themselves rather
than problems with contract specification and
monitoring {cited by fewer than 20% of gov-
ernments) that prompted governments o bring
services back in house. In other words, 1t 1y poor
contractor performance and not politics that un-
derlies strong political support for bringing ser-
vice dehivery back in house.

Table 2/6  WHY LOCAL GOVERNMENTS
HAVE BROUGHT SERVICES
BACK IN HOUSE WITHIN THE

LAST FIVE YEARS

2002

Government has brought back services that

were previously contracted out

(n=1,146) ...................... 22.2
Which of the following factors played a pan

in your decision to bring back the

services? (n=245) ..... ... ...

Service quality was not satisfactory 727
There were problems with the contract

specifications ... ...~ L 151
There were problems monltonng Ihe

contract . L . 20.4
The cost savmgs were msuffsc;em ..... . 51.0
Local government efficiency improved 35.9
There was strong political support tc bring

back the service delivery . 216
Other ... 127

CUNCLUSION

The promuse of Usborne and Gacebler’s Retnveni-
ing Government was that the use of market mech
anisms for public service delivery could achieve
Cost savings, ensure service quality, and enhance
citizen participation. However, ten years of
local government experimentation with alterna-
tive forms of service delivery suggest that there
are limits to market approaches. Governments
widely use alternative delivery methods but con-
tinue to rely primarily on direct public deliv-
ery mechanisms. Why?7 Professional managers
recognize that careful management 1s required
to ensure both cost savings and service guality
under private delivery. Even with such monitor-
ing systems in place, privatization failures were
reported by 22% of governments. Overall, the
trends are relatively flat with the targest percent-
age increases in public forms of delivery.

Lis the private sector. managers consider niore
thun cost and guality in their decision (o contract
oul (e, W “make or buy” critical services or
product components). They worry about stabil-
ity, asset spectficity, and security. Local govern-
ments are keenly aware that they cannot atford
service tatlure. Thus, we see a mse in mixed
public-private delivery in precisely those arcas
where we see high levels of contractung out
This practuice ensures redundancy in the event
uf service tatlure and provides a benchmark for
measuring contractor performance. Again, the
most dramatic trend in the enure 2002 survey
is the growth in mixed public-private delivery.

The New Public Management (NPM) theory
suggests that we can shrink government by us-
ing market forms of delivery. Indeed. the 2002
ICMA survey results confirm such shrinkage in
vverall service provision levels. However, they
also show that delivery of the remaining pub-
lic services 1s becoming more public, not more
private. This finding supports the critique of
NPM, known as the New Public Service, which
emphasizes the importance of citizen engage-
ment in the service delivery process.® Those
services that can be successfully shed tw the
market are, but the rest are carefully managed
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to ensure cost containment, service quality, and -

" citizen satisfaction. Interestingly, the services
that have high levels of privatization also have
high levels of direct public provision. This is
because municipal access to markets for public
goods is uneven:” many municipalities do not
have competitive markets of alternative private
deliverers. "

The challenge for the future will be to balance
technical managerial concerns with the political

" representation of public needs and values.? One

of the promises of market approaches was that

citizen voice would be enhanced as citizen con-
sumers engage a market for public services. An
analysis of the 1992 and 1997 ICMA surveys
found that citizen voice was not enhanced un-
der privatization.® The 2002 data show increased
concern for citizen satisfaction in the service
delivery process but lower use of citizen ad-

visory committees in the privatization decision
process. The new-emphasis on service in public
management requires greater attention . to

citizens—not just as service recipients but also

as democratic participants in local government
processes. It is the job of government, not mar-
kets, to ensure that attention is paid to-citizen
voice, and this may explain the increased pub-
lic involvement in the local government serv1ce

_ delivery process.
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