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Consider the Unintended
Consequences of Privatization

By Charlene LaWoie, Community Lawyer

Poviiastion of services has becoane the bartle onr for
sorne ciiieens and govomment officials, Privarizaion mouns
combrcling with private: businesses (o deliver ublicly fund-
ed gervices, There is an assumed but unproved teory that the
priviile sector can perform some of (he traditional funcions
of govemment more cfficiently and ecoonnically.

Privatization of services mezy be a solotion o some
government problems. Bu i i certainly not the  solution,
Supre private meckets fonchon well, others doo ol (The
savings and loan industry, for example). Bome publicinstit
tions function well, olhers do not. The deélenmining Tactos
liave to do with the meentives that drive the systesn, private
or pablic: is thene compestion to please ougiormerss?; 1s there
gogouncnility (o resuls?

The med imprrtant iss0cs may nel be “privae” vorsus
“parblic.” bat memepaly vorsus competibun. Provate monop-
olica {defenye cunbmctors, for example) are st as incffloicnt
a5 public mooopolies, ¢ are privak: aiilines, which ase in
fact (hare cxpensve thin publicly owned wiifilies. Some-
tirnes, when governriests connact with privile sompanics m
pack up aarbape, ey windl up with oonopolies, and the costs
shyrocket  Bottom Jioe, business is in business lo make
mnoney, ot to provide citimens with efficien) services or
atcontahilicy,

Citizena and sleclend of ficials mos carefully sxanine &l
aspects of this ssue, incheding the aniotended consequences
ol leming private bosiness operats ublic functions, Several
o i rind.

[, When the ecommby i3 depressed; prvale cotnpanies
offer their services ol prices Iower then it may 208t the
gotecrnmient to deo ke jub. Borwhen the sconomy surges. te
greater demume for services deives up the cost privale compa-
mieg charge. Crver the Inag torm, privatization may énd up
ensting citizens msch mose than they birgeined lo.

2, Toduy's small business providing o public serviee is
ronearroees s smeall (sl fue a mcaposy o oobbleop. |::-_|!=-':I3i3.|-
Iy fir the parbape business whers small, locul wiste haulers
are rontinaly bowghi eply @iant waste munagered asines.
Theie is oo cquality in hargaiming posifion betwesn local
uf ficiais and representatives ol huge industry, Dig busingss
15 supramcly skilled w1 making deals advantageons e a2l
butwhichcan poac Sounetil st enviecamental pr-'.lh]l::rjs Il
the coanmoain .

Thes: are muny sxnples around the country whons
communitics kave entered e agreements with the largest
wtsle manasement business i the country, Wheelshraing
Waste Management (e and ended up the pel lecizrg {See
examples in the accomipariying sidebar).

1. When the governnest peovides servives, Cilzons can
influcncs the process by voting in diftersn lesdership—this
is acopuntability, Propoiseos of privatizofion argue that
public accounmaBifity does not change when govesniment
Bires privars busimysses 10 peovide scrvices, The political
leaderahip remains responsibie n te electonite for the gual-
ity of services. I the privale busincss does poorly, e
pulitical keadership cun il be vored out of oltice.

This argumentis ondy iree a5 far a5 it gocs, Privatiziion
dues o afford citizens the ssme opportaity for public

secoumiahility 28 when povemment provides the service. A
pEivale commpriiy is not as Likely to be responsive ocloctoral
comshiluencies, of clected officials since vonibracts Famain in
fume even after pehlic officials are ousted.

sdngeover, we heve Fresbon of mformation laws e
enuicre that citizens can obtadn imlosmeatian on the operitions
ol goverinment. Private business is nod safjoct to these Laows,
Citizens canmot obtin recds froem private compipies lo
evaluate ‘and determine whetler the company 35 making
execesive profits from a contrast with the povernment. Nog
can citizens oblam intemal information which revcals or is
critical of the company's methods of operation.

The solution 15 nod necessarily o privatizc services.
Elected nificials and citizens most be moee diligent and
exumine, evalpaie znd insist opon beter opcratons and
services furour tax dollars whether froo U public or pevate
sector, Simpdy giving over the responshility to provide
public services wopeivate business. whoss primary ohjoctive
i b0 mukes o profil, isashortsightod am i te long oo a oostly
decision with [ resching and potentilly vnintended conse-
quences for citivens and Incal governmen,

Check the Fine Print

When Private Business
Contracts to Do Public
Services

Wiste Manspement Tnc. is & profil oneatesd, nog
communily oriented, private coterprise whicl is noto-
ricnes for trunsferming Tinancial risk o comounilies in
alick contructs in which the communily has nde real
ability to nemoinmle.

The Commumity of Clarcmont, M. enleped e a
conmact wath Wheelalrator and now must supply the
Wasic Management incinerator with approsdmively
13000 tons of purbage per year ata dpping fee over
fowar times the prive ongikally agreed opon. Cligernont
is shuck paying the exorbntant Técs because of conirae
riual ohlizations agreed to at the beginning of e -
tisnship.

In Bridgepowt, CT, officials wers criticiiod for
making a bid deal with Whoelabrator, b liew of tses
Waste _"t-IiI_Tl.HEI:'.IIII.‘IIL, Tﬂl:.pﬁ}'s Brﬁigepnrrlﬂ A million
dollars aumediy. Tf Waste Manugrement Ine. was taxed
at the oomal te Bee city would collect 12 million per
veur! Who got ihe betior end of that deal”

In nddition, Dridgepor is obligated o deliver
| €0, 0400 toms ol smarhiepe e yearand pay the Gpping fee
which increases megnlardy. Tt costs the city over 2
iilkicn per yeur in lippieg fees. Bridgeport, ioash i
fi% irs trash crisis, i kosing millions of dollazs,




