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“Privatization” defined
• An arrangement between governments and private sector to deliver 

public services & assets.

• Also called public-private partnerships (PPPs), contracting out, 
outsourcing, competitive sourcing, competitive tendering, etc.

• Ranges from simple partnerships to large-scale asset sales and joint 
ventures; taps private capital in most powerful versions. 
• Corporate sponsorships; naming rights; volunteer initiatives
• Service contracting; outsourcing; competitive sourcing
• Infrastructure PPPs: combination of design, construction, financing 

and/or O&M in delivery of assets; leveraging private capital

• Now a proven policy management tool to deliver better services at a 
lower cost—BUT, process is complex, requires care & best practices.

• PPPs introduce competition; promotes innovation, cost savings, 
efficiency in serving the shifting demands of customers.



Common goals of privatization & 
PPPs
• Cost Savings

• Rule of thumb—10-25% on average (+/-)

• Service/Quality Improvements
• Competitive bidding; performance guarantees

• Innovation
• Static processes, red tape obstacles to public sector innovation

• Enhanced Risk Management
• Key risks (cost, delivery, liabilities) can be transferred from public to private sector

• Accelerated Delivery
• Competitive contracting, performance incentives

• Deploying private capital to finance assets/services
• Toll roads, higher education facilities, parking assets, courthouses, etc.
• Social impact bonds (aka social innovation funding) in recidivism, workforce



• Public works
• Street maintenance
• Solid waste and recycling
• Planning and development services
• Emergency medical services
• Administrative support services (e.g., HR, payroll, mail, print)
• Risk management (claims admin, loss prevention, etc.)
• Social services & interventions 
• Vehicle fleet operations, maintenance & ownership
• Core IT infrastructure & network, web & data processing
• Parks operation, maintenance and concessions
• Facilities financing, operations & maintenance (e.g., public 

buildings, schools, hospitals, courthouses, parking assets)
• Core infrastructure  (e.g., roads/transit, water/sewer, airports) 

Outsourcing

Assets

Privatization approaches becoming 
common for a range of services/assets



Local policymakers continue to 
embrace privatization
Examples:

•Chicago: Mayor Rahm Emanuel implementing managed competition for 
recycling services, new $1 billion infrastructure bank.

•Indianapolis: Pioneered managed (public/private) competitions in the 
1990s. Launched 50-year, $620M parking meter system lease in 2011.

•Centennial, CO: Launched total outsourcing of public works department 
in 2008. Renewed in 2013 for five more years.

•GA Contract Cities: Sandy Springs incorporated as “contract city” in 
2005; contractors provide nearly 100% of non-safety operational and 
admin services. Other new cities incorporated using similar model.

•Pontiac, MI: has become “contract city” under emergency managers; 20 
major services privatized; fire/police contracted to other govs; numerous 
assets sold—Silverdome, city buildings, golf course, community centers, 
vacant lots, excess sewer system capacity.



Local policymakers continue to 
embrace privatization (cont’d)

More examples:

• Detroit: Amid bankruptcy, city has privatized trash collection, payroll 
administration, transit management. Bankruptcy plan of adjustment 
envisions potential long-term lease of parking system and city airport.

• Philadelphia: Mayor Nutter announced $1.86B sale of city-owned 
Philadelphia Gas Works to a private energy company, with $424 million 
in proceeds dedicated to shoring up underfunded pensions.

• Tulsa, OK: City sold over 40 parcels of land since 2009, including an 
old city hall building that had sat vacant for years. Transferred zoo & 
animal shelter to private operators. Launched managed competition 
program.



Common privatization myths
Myth: Privatization is partisan, a creature of the right.
• Fact: Privatization is used by leaders from both major parties.

• More federal services privatized under Clinton than Reagan.
• Former Indy Mayor Stephen Goldsmith (R) identified $400 million in 

savings and opened up over 60 city services to competition. 
• Former Chicago Mayor Richard Daley (D) subjected more than 40 

services to competition and generated over $3 billion in asset leases.

Myth: Privatization brings a loss of public control.
• Fact: In well-structured privatization contracts the government and 

taxpayers gain control and accountability, rather than lose it. 
• Failure to meet the contractual performance standards could expose 

the contractor to financial penalties, termination of the contract.
• Can guarantee a higher level of accountability via contract than in 

public sector, due to civil service laws, bureaucratic inertia, etc.



Common privatization myths (cont’d)
Myth: Privatization hurts public employees.
•Fact: Most privatization initiatives result in few, if any, layoffs.

• Often, many employees will shift from gov’t to contractor at similar 
pay, though less generous benefit packages.

• Remainder often move to other gov’t positions or retire early.
• New opportunities for upward professional mobility in shift from gov’t 

to private industry.

Myth: Privatization always saves money.
•Fact: Process matters, and poorly designed procurements tend to 
yield poor results. 

• Lack of robust pool of competitors can limit savings potential, may 
be due to geography, scope of services sought, other factors.

• Sometimes, quality—not cost savings—is the primary driver, getting 
better results for a similar cost.



• Conduct business case/value-for-money analysis for projects to 
frame the option set; evaluate tradeoffs.

• Establish “center of excellence” to guide process, implementation.
• Central management, consolidated expertise.
• Enterprise-wide approach brings consistency.

• Use “best value” contracting.
• “Low bid” isn’t necessarily the “best” bid—governments should choose 

the best mix of quality, cost and other factors.

• Use performance-based contracting.
• Build performance metrics and goals into the contract.
• Tie vendor payment to performance. 
• Develop strong oversight and monitoring protocols before entering into 

contract to ensure compliance.

Some keys to success in privatization:
Global best practices



• Charter & administrative code have some mild hurdles, but no 
major roadblocks
• City employees cannot be supervised by anyone other than city 

employees
• Prevailing wage & living wage mandates
• Small, local business preferences (within 10% of low bid for 

contracts under $100,000)
• Need to review labor agreements for legal obstacles

• Challenge for privatization in L.A. is largely one of political will & 
vigorous union opposition
• Recent high-profile failures to launch (e.g., L.A. Zoo PPP, parking garages)
• CAO proposals have languished (e.g., emergency medical transport, 

custodial, fleet maintenance, road maintenance)

• Managed competition is most feasible path forward

General thoughts on Los Angeles
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