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Commission on Governmental Efficiency & Economy.
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B.E.E.F. FOUNDATION

B.E.E.F. Welcomes
Collaboration with
the Public

B.E.E.F. sponsors independent research
that will benefit local government oper-
ations and fiscal management.
Business, civic and nonprofit organiza-
tions, local foundations and members of
the public are invited to suggest areas
for research and to collaborate with us.
Research projects are carried out by
volunteer task forces with the relevant
expertise or contracted to independent
research organizations.

All B.E.E.F. final reports are
published on its web page at
www.beefbaltimore.org

In thisissue of Briefs, we describe a recent Baltimore Efficiency and

Economy Foundation report that will be a valuable contribution to

the often emotional public debate over privatization of governmental

services. The debate became heated earlier this summer as a result

of the Mayor O’ Malley’s proposal to privatize some functions of the

Department of Public Works.

he report, “Competitive

Governance Strategies for
Baltimore City: Lessons from Other
Cities,” isavailablein its entirety on the
B.E.E.F. web site, beefbaltimore.org. It
was prepared by Marsha Schachtel,
Ph.D., Senior Fellow at The Johns
Hopkins University Institute for Policy
Studies. It is‘'must reading’ for any-
one with a serious interest in how
‘change agents’ should or should not go
about improving the efficiency with
which cities deliver servicesto their cit-
izens. Mayor O'Malley has expressed
his appreciation to B.E.E.F. for its “sig-
nificant contribution to ongoing efforts
to improve the efficiency and quality of
the services delivered to Baltimore's
citizens.”

The B.E.E.F. Board is gratified by
the encouragement and cooperation it
has received from the City of
Baltimore. We have three meaningful
projects underway, or soon to start, with
the active support of City government.

The first project, “Alternate
Revenue Sources and Structures for
Baltimore City,” will explore how the
City can create revenue streams in addi-
tion to the property tax. Various
options will be examined in detail and
the revenue implications played out and
other positive and negative effects stud-
ied if the options were to be adopted in
Baltimore City. The study will examine
the revenue structure of 10 - 12 major

U. S. citiesand in 3 - 4 Maryland
counties where property tax caps have
necessitated revenue diversification.
The City of Baltimore, T. Rowe Price
Associates Foundation and the France-
Merrick Foundation are funding the
project.

In a second study, B.E.E.F. will
review the City’s management of the
various tax credit programs created to
encourage residential growth and spur
homeowner investment in Baltimore
City. The historic tax credit program,
the “Waverly” program, and programs
granting atax credit for the purchase of
anewly constructed home, improve-
ments to an existing home, and follow-
ing the rehab of a vacant home will be
examined.

The project entails looking at the
City agency structure, operations and
marketing initiatives that affect the
implementation of the programs. The
“best practices” employed by other U.S.
cities will also be examined. The fina
report will outline a specific organiza-
tional structure for administrating the
tax credit programs so that they can
achieve their maximum potential as
incentives for homeowner investment.
The project is funded by the France-
Merrick and Proctor & Gamble
Foundations.

And finadly, B.E.E.F. will partner
with the Greater Baltimore Board
of Resaltors (GBBR) to assist the
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L eaner, Not Meaner:

Performance Based
Strategies Improve

A crew at the repair shop for the city auto fleet decides that every city
vehicle that came into their shop would be assigned to a particular
mechanic, who would then “own” the vehicle—it would always come
back to the same worker for repairs or scheduled maintenance. The
average number of times vehicles came back for more repairs dropped

Service and Cut

sharply under this system, and the resulting savings were shared with

Costs

the employees who proposed and implemented it.

A gency heads give individual site managers the discretion to spend

Research Presented to Mayor O’ Malley
Shows that Public Employees Are Part
of Satisfied Teamsin Urban
Experiments.

their office supply budgets with the vendors of their choice, with the
promise to make half of any savings available for the staff’s choice of
either bonuses or additiona training.

erformance-based strategies and customer-centered practices for delivering

services to the public are the future of effective, affordable city government.
They are already a fact of city life in many other large American cities. BEEF
sponsored a study of these practices and has presented the results, a cookbook of
ideas and processes that have saved millions of dollars and improved the quality of
local government services, to Baltimore Mayor Martin O’ Malley.

The short and obvious answer is “Yes,” it does and it will, even after careful planning
and innovation. But any big city’s budget includes substantial sums routinely com-
mitted and spent on other things, like outmoded positions and the maintenance of
underused (or unusable) public land and buildings. By ending budgetary commit-
ments to obsolete, inefficient, or non-value-adding items, money is freed up not only
for possible tax relief, but also for the costs of revamping or improving service delivery
—the “better mousetraps” of a re-engineered city government.

One of the most interesting by-products of Indianapolis’s program was that workplace

safety improved. Wages, training opportunities, and worker satisfaction all increased
as well, probably because so many of the plans and bids for re-engineered services
came from people with a stake not only in restoring city finances but also in better

working conditions and higher rewards for themselves. Stephen Goldsmith, the
Indianapolis mayor who began his city’s management transformation, told the New
York Times, “Nobody knows better than the worker how the job can be done
efficiently.” Implementing a more efficient way of deploying the city’s trash trucks
saved taxpayers even more than it saved the workers who proposed it, even after each
worker got a $1,750 bonus check as their share of the savings. This illustrates that
"managed competition" is not a code word for “cutting corners.”

BEEF commissioned Marsha
Schachtel of Johns Hopkins
University’s Ingtitute for Policy
Studies to conduct the study,
“Competitive Governance Strategies
for Baltimore City: Lessons from
Other Cities.” The heart of the report
presents, in depth, the experiences of
five urban governments with pioneering
histories of competitive re-engineering:
Charlotte, Indianapolis, Philadelphia,
Phoenix, and San Diego. Datafrom
16 other cities were also reviewed.
The report includes both hard data
(dollars saved, productivity gains) and
answers to many questions about the
ingredients of successful performance-
centered initiatives and the attitudes
that preceded and resulted from
municipal efforts to adopt them.

The report’s hard data reflect tens
or hundreds of millions of dollarsin

cost (and tax) savings using the most commonly recognized tools of performance-
based governance: managed public-private competition, outsourcing, restructuring
(“re-engineering”) the delivery of city services, and employee innovation.
Charlotte, Indianapolis, and Philadelphia, three of the cities studied in depth for
this report, all began managed competition programsin 1992. In Charlotte, the
results include lowered costs, stabilized tax rates, more competitive employees, and

savings that have reached $12 million a year.

Indianapolis's approach evolved quickly from a“privatization” push into innova-
tive programs that welcomed public employees into the competition, improving
citizens' satisfaction with services, improving employee wages and safety records,
and saving taxpayers over $450 million in less than a decade.
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Yes! | would like to support the B.E.E.F. mission to provide the City of Baltimore
with independent, nonpartisan research designed to improve the effectiveness of

government operations.
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