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The Privatization Potential of Mississippi’s State
Programs and Services
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Required by the Budget Reform Act of 1992 (House Bill 505, 1992 Regular Session)

Over the past decade, Mississippi has experienced an increasing demand for public
services, increasing operational costs for existing programs and services, and the need for
new revenue sources. To solve these problems, elected officials and governmental managers
must employ every available management technique to improve both the efficiency and
effectiveness of state programs and services. The privatization of state government programs
and services is one such management technique.

This report identifies potential candidates for privatization, gives fiscal year 1992 state
costs for these candidates, and proposes a privatization program under the oversight of a new
Joint Legislative Privatization Commission. The suggested potential candidate pool for
privatization includes eighty-nine state programs and four sub-programs in thirty executive
branch agencies with $631,721,344 in expenditures and approximately 23,020 full-time
equivalent employees, plus twenty-two selected government-wide support services (e.g.,
printing, facility maintenance) at a reported cost of $314,332,656 with approximately 10,119
full-time equivalent support employees.

The PEER Committee



PEER: THE MISSISSIPPI LEGISLATURE'S OVERSIGHT AGENCY

The Mississippi Legislature created the Joint Legislative Committee on
Performance Evaluation and Expenditure Review (PEER Committee) by
statute in 1973. A standing joint committee, the PEER Committee is
composed of five members of the House of Representatives appointed by the
Speaker and five members of the Senate appointed by the Lieutenant
Governor. Appointments are made for four-year terms with one Senator
and one Representative appointed from each of the U. 8. Congressional
Districts. Committee officers are elected by the membership with officers
alternating annually between the two houses. All Committee actions by
statute require a majority vote of three Representatives and three Senators
voting in the affirmative.

An extension of the Mississippi Legislature's constitutional prerogative
to conduct examinations and investigations, PEER is authorized by law to
review any entity, including contractors supported in whole or in part by
public funds, and to address any issues which may require legislative
action. PEER has statutory access to all state and local records and has
subpoena power to compel testimony or the production of documents.

As an integral part of the Legislature, PEER provides a variety of
services, including program evaluations, economy and efficiency reviews,
financial audits, limited scope evaluations, fiscal notes, special
investigations, briefings to individual legislators, testimony, and other
governmental research and assistance. The Committee identifies
inefficiency or ineffectiveness or a failure to accomplish legislative
objectives, and makes recommendations for redefinition, redirection,
redistribution and/or restructuring of Mississippi government. As directed
by and subject to the prior approval of the PEER Committee, the
Committee's professional staff executes audit and evaluation projects
obtaining information and developing options for consideration by the
Committee. The PEER Committee releases reports to the Legislature,
Governor, Lieutenant Governor, and agency examined.

The Committee assigns top priority to written requests from individual
legislators and legislative committees. The Committee also considers
PEER staff proposals and written requests from state officials and others.
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November 30, 1992

Executive Summary

Introduction

Government has two inherent functions—to
determine policy and to provide methods to imple-
ment it. In fulfilling these responsibilities, state
governments have utilized the private sector to
deliver services as one means of meetingincreasing
demand for these services while limiting costs.
Mississippi uses the privatization managementtool
to some degree, but has no statutorily mandated
management review program to help ensure qual-
ity and economy in the production and delivery of
state programs and services.

This study is Mississippi’s first legislatively
mandated review of state programs and services
which specifically identifies potential candidates
for privatization, current state costs for these can-
didates, and a cost review process to help in the
privatization decisionmaking process.

Overview: In response to House Bill 505 (Reg.
Sess. 1992), this report discusses the philoso-
phy of privatization; proposes a Mississippi
Privatization Program; identifies a pool of
potential privatization candidates; and pre-
sents a draftbill for the proposed privatization
program to the Legislature for its consider-
ation during the 1993 Regular Session.

Over the past decade, Mississippi has experi-
enced increasing demand for public services, in-
creasing operating costs for current government
programs and services, and the need for new rev-
enue sources to address these problems. These
additional revenue needs have been a major prob-
lem for the state due to its consistently lowest-in-
the-nation per capita income, relatively stagnant
population growth since 1980 (2.1%), a majority
rural population, and the existing tax burden for
the state citizenry. Further, the state’s financial
condition went from an approximately $88,000,000
surplus at the end of FY 1987 to an approximately
$100,000,000 deficit at the beginning of FY 1992,
which necessitated state employee hiring freezes

vii

and mandatory across-the-boardbudget cuts. Ifthe
state is to establish and maintain a sound financial
condition, state officials and managers must em-
ploy every available management technique to im-
prove the efficiency and effectiveness of state pro-
grams and services.

The privatization of state government and pro-
grams is one such management technique.
Privatization introduces competition between the
state and the private sector which, in some in-
stances, could reduce the costs of programs or
services, or increase efficiency and/or effectiveness
of these programs and services at the existing cost
level through delegation, divestment, or deregula-
tion. Privatization can also produce one-timefinan-
cial windfalls and recurring savings through the
sale, donation, or liquidation of public assets, pro-
grams, or services, However, privatization isnotthe
universal answer for higher cost efficiency or in-
creased program effectiveness in state government.
It must be evaluated on either an individual pro-
gram basis or statewide service basis.

Background
PEER’s Definition

Privatization has no universally accepted defi-
nition due to the large number of alternatives for
private sector delivery of services to the public.
PEER chose to use the following broad definition,
which subdivides privatization into three major
categories with multiple forms, as conceptualized
by Dr. E. 8. Savas, City University of New York):

Privatization is a mancgement
method of providing a portionorall
of a formerly government-provided
and produced program and/for its
services through the private sector
using one or a combination of the
three major categories of
privatization: delegation, divest-
ment, or deregulation.



(Exhibit 1, page 6, describes the three privatization
"~ gatégoriesin preater detail)) o

Potential Benefits

Privatization can be one way to provide flexible
alternatives for state management action, Itintro-
duces competition between the state and the pri-
vate sector which can eliminate a system perceived
as a monopoly with no incentive to be economical or
efficient, Throughreevaluatingits publicprograms
and services, the state can decide to completely
eliminate some existing programs and services or
produce one-time financial windfalls and recurring
savings through the sale, donation, or liquidation of
public assets, programs, or services. It can also
produce potential savings and benefits in the areas
of personnel, work rule changes, a more efficient
and effective mix of equipment and people, less time
off with pay, and the use of working supervisors.

Criteria for Success

The critical precondition to implementing a
state privatization program is that elected state
officials must be open te privatizing state programs
and servieces although it could create short-term
employee morale and service delivery problems. If
elected officials are willing to accept these short-
term problems, then they must identify and remove
any legal barriers to privatization for the functions
that they want to privatize.

Other criteria for a successful privatization
include the presence of a competitive private sector
market with sufficient service providers; defining
the Most Efficient Organization (MEQ) for each
privatization candidate; utilizing a cost/benefit
analysis process which can realistically estimate
the total state cost for a function’s Most Efficient
Operation; establishing an aggressive contract moni-
toring system for delegated functions; and allowing
state operations to compete with the private sector
for the right to provide the program or service.

Obstacles to Successful Privatization

To develop and enact a successful privatization
program, state officials must understand the natu-
ral and organized obstacles to such a program,
Officials must develop strategiesin the privatization
process to overcome or minimize the impact of these
obstacles. These barriers include philosophical,
psychological and political barriers; legal and regu-
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latory, market, administrative, and bureaucratic

* barriers; information-deficiencies; competing pri-

orities; and the response of various organized groups
like state employees and the citizens who receive
the services.

The Proposed Mississippi
Privatization Program

This proposed program combines original ideas
with elements of the existing state privatization
programs in Colorado, Florida, and Texas, and the
federal program as administered by the Executive
Office of the President, Office of Management and
Budget. Its three major objectives are:

* to ensure that the state provides services to
the public with the minimum input of public
resources {cost efficiency);

* todeliver services successfully at the required
performance levels (program effectiveness);
and,

* to ensure an annual review of the manage-
ment, operations, and support functions ofthe
state entities in order to improve agency op-
erations, increase productivity, increase ac-
countability, and produce more accurate op-
erational cost figures.

The three phases of this program are Planning
and Organizing, Cost/Benefits Analysis, and Re-
porting and Evaluating. They mustbe sequentially
accomplished, since the successful completion of
one directly depends on the successful completion of
the previous phase. Exhibit 2, page 15, contains a
descriptive sequential outline of this proposed pro-

gram,

The Joint Legislative Privatization
Commission

Since no existing state entity has responsibility
for a mandatory privatization program, the Legis-
lature should establish a permanent six-member
Mississippi Joint Legislative Privatization Com-
mission, empowered to exercise oversight respon-
sibilities for this program. The commission’s mem-
bership would be composed of three members each
from the House and Senate Appropriation commit-
tees, and would be appointed by the Speaker of the
House and Lieutenant Governor, respectively. The
Department of Finance and Administration would
provide staff suppoert. Other action agents for



critical responsibilities in this program would in-

clude the Governor, the Legislature, and affected -

state entities.

Candidates for Privatization

PEER limited candidates for privatization to
executive branch entities. According to the Legis-
lative Budget Office records, the executive branch
spent an estimated $5,106,081,658 {98.57%) of the
$5,180,251,910 in FY 1992 state expenditures be-
tween July 1, 1991, and August 15, 1992.

Program Candidates

PEER identified eighty-nine executive branch
programs and four sub-programs in thirty agencies
as potential program candidates for privatization.
In FY 1992, the state produced these programs ata
cost of $631,721,344, with approximately 23,020
full-time equivalent employees, which are approxi-
mately 12.37% and 38.10% of the estimated

$5,106,081,658 in total executive branch expendi-

tures and 60,427 full-time equivalent personne] .

positions, respectively. This candidates list ex-
cludes $4,484,507,869 in expenditures and ap-
proximately 37,563 employee equivalents for the
remaining 314 budget units which did not meet the
ostablished program candidate criteria. (See Ex-

hibit A, page x, for program candidates.)

Support Service Candidates

PEER identified twenty-two selected profes-
sional and support services which the state cur-
rently performs in-house and which, to some de-
gree, already are performed by the private sector.
In FY 1992, the state produced these servicesat a
reported cost of $314,332,656, with approximately
10,119 full-time equivalent employees, which are
approximately 6.16% and 16.75% of the estimated
total executive branch expenditures and full-time
equivalent personnel positions, respectively. (See
Exhibit B, page xiii, for service candidates.)

For More Information or Clarification, Contact:

PEER Committee
P. 0. Box 1204
Jackson, MS 39215-1204 °
FAX 601-359-1420

Senator Bill Canon, Chairman
Columbus 601-328-3018

Representative Ashley Hines, Vice-Chairman
Greenville 601-378-3400

John W. Tureotte, Executive Director
Jackson 601-359-1226

)
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Exhibit A
PEER's List of Potential Privatization Candidates for Government Programs

EXHIBIT 6* PROGRAMS " FY 1992 COST

Reference # Program Description Dollars Personnel
DEPARTMENT OF AGRICULTURE & COMMERCE
1 Agriculture Museum $820,945 34.00
2 Egg Marketing & Promotion 59,009 0.00
3 Farmers Market Information 280,846 12.00
4 Market Information and Reporting 679,784 13.00
B Marketing and Promotion 550,417 27.00
DEPARTMENT OF ARCHIVES & HISTORY
Historical Museum Management 878,647 24.00
1 Historic Properties Management 591,769 24.00
OFFICE OF AUDITOR
8 Average Daily Attendance/Property Inventory 812,303 8.00
9 Post Audit Program 7,359,122 174.00
CENTRAL DATA PROCESSING AUTHORITY
10 Computer Center 4,837,629 37.00
11 Consulting 2,051,419 32.00
12 Capilol Telephone Operations 4,613,491 23.00
13 Education 519,308 3.00
DEPARTMENT OF CORRECTIONS
14 Central Mississippi Correctional Facility 7,169,077 320.00
16 Mississippi Penitentiary 49,602,652 1,962.00
16 South Mississippi Correctionsal Institution 7,475,285 344.00
17 Community Baged Services 5,871,735 214.00
18 Medical Services 7,408,663 142.00
19 Prison Education Services 2,709,575 7100
20 Prisoner Transporiation (Sub-Program of Correctional Facilities) 990,074 26.00
DEPARTMENT OF ECONOMIC & COMMUNITY DEVELOPMENT
21 Business Services 1,025,966 16.00
22 International Development 1,640,673 8.00
23 National Development 1,035,207 13.00
24 Port at Gulfport 3,761,967 55.00
25 Port at Yellow Creek 547,772 16.00
26 Tourism Development 832,131 11.00
27 Welcome Centors ' 1,262,781 42.00
DEPARTMENT OF EDUCATION
28 Cafeteria Management (Local School Districts) 73,093,422 5,080.00
29 Public School Building Fund Management 127,083 3.50
30 Pupil Transportation (Local School Districts} 68,831,846 4,352.00
MISSISSIPPI AUTHORITY FOR EDUCATIONAL TELEVISION
31 Radio Broadeasting Management & Operations 1,165,348 27.65
32 Television Broadcasting Management & Operations 6,784,812 113.75
DEPARTMENT OF FINANCE & ADMINISTRATION
33 Federal Surplus Property Management 583,211 19,00
GOVERNOR'S MANSION
34 Management & Operations 442,801 6.00

GRAND GULF MILITARY MONUMENT
35 Management & Operations 121,678 497
+For more detail on fhese privatization candidales, check under the appropriate reference number in Exhibit &, page 34,
SOURCE: Participant data for the PEER survey of potential privatization program candidates, dated 9-23-92



Exhibit 4 (continued)

- EXHIBITS* -~ - -~ - . PROGRAMS . . . .. ... .. . . . . FY 1992 COST
Reference # Program Description Dollars Personnel
DEPARTMENT OF HEALTH
36 Home Health Program $16,579,356 450.00
a7 Vital Records' Operations & Management 1,368,191 75.86
38 WIC Program 40,608,997 285.00
DEPARTMENT OF TRANSPORTATION
39 All Engineering Design 9,953,512 171.00
40 Litter Prevention 698,575 32.00
41 Maintenance ' 76,067,514 1,238.00
42 Map Sales 39,841 1.10
43 Mowing(Sub-Program of Maintenance) 4,201,327 118.00
44 Railroad Inspection Program 189,372 6.00
45 Road Striping (Sub-Program of Maintenance) 1,396,218 13.00
46 Sign Shop 1,470,941 14.50
DEPARTMENT OF HUMAN SERVICES
47 Columbia Youth Training School Operation 3,619,687 125.00
48 Qakley Youth Training Sehool Operation 3,602,433 120.80
49 Eligibility Determination 26,766,348 991.45
50 Employment & Training: Instruction 2,118,588 104.00
51 JOBS Program : 8,502,894 19.00
INSTITUTIONS OF HIGHER LEARNING
52 Student Financial Aid - Loan Granting Operation (LBO Data) 2,778,879 8.00
53 IHL, University Resoarch Center - MARIS Operation (LBO Data} 269,121 12.05
54 IHI, University Research Center - MARIS Geographiec System 101,923 0.00

MISSISSIPPI AGRICULTURAL & FORESTRY EXPERIMENTAL STATION
55 Fish Hatcheries 1] 0.00
NOTE: Financial data is not available since staff hours
are allocated to projects and employees work on multiple projects as well
as teach and perform other non-related functions.

MISSISSIPPL COOPERATIVE EXTENSION SERVICE

56 Art & Layout Design 280,644 6.00
57 Crop Modeling Program 187,215 3.65
58 Money Management Centers 258,433 6.00
59 Photographie Services 154,848 4.00
60 Soil Testing Lab 242,923 6.30
MISSISSIPPI STATE UNIVERSITY
61 Forest Product Utilization Laboratory (Research & Teaching) 2,208,725 57.20
DEPARTMENT OF MENTAL HEALTH
62 Boswell Regional Center (Institutional Services) 8,163,567 365.40
63 Ellisville School (Institutional Services) 25,788,934 1,244.24
G4 Hudspeth Regional Center (Institutional Services) . 12,301,121 1.70
65 North Mississippi Regional Center {Institutional Services) 10,829,916 416.00
66 South Mississippi Regional Center (Institutional Services) 5,604,207 230.79
67 East Mississippi Hospital (Institutional Services) : 18,097,612 649.90
68 Mississippi Hospital (Institutional Services) 51,917,458 2,011.30
69 Farm Operations @ Ellisville Scheol 315,875 4.30
STATE PERSONNEL BOARD
70 Test Administration 122,973 4,18
71 Training 278,882 5.00




Exhibit 4 (continued)

EXHIBIT 5% PROGRAMS FY 1992 COST
Reference # Program Description _Dollars Personnel

PUBLIC SAFETY DEPARTMENT

72 Forensic Analysis Crime Laboratory $489,380 12.00

73 Drivers License Issuance (Non-Budget Program) 3,669,936 118.00

74 Law Enforcement Training Academy - Support Services (LBO Data) 1,011,583 26.00

75 Medical Examiner 256,612 4,00
SECRETARY OF STATE

76 Corporations Division 597,438 13.20

79 Documents Division 1,240,767 9.16

78 Public Lands Division 622,976 4.00
STATE FIRE ACADEMY

79 Itinerant & Site Training Functions-Operational Support Services 1,681,030 33.00
TREASURY DEPARTMENT

80 Bond Servicing Function 413,426 8.00

81 Cash Management Function 293,400 6.00

DEPARTMENT OF WILDLIFE/FISHERIES/PARKS

82 Fish Hatcheries 277,200 691

83 Parks & Recreation - Management & Operations 4,693,415 403,00

84 "Mississippi Outdoors” Magazine 398,972 2.02
FAIR & COLISEUM COMMISSION

85 Mississippi Coliseum & Fairgrounds Complex 2,060,621 44,76

88 Dixie National Livestock Show and Rodeo 630,986 2.22

87 Livestock Shows 119,814 0.11
FORESTRY COMMISSION

88 Forest Resource Development 3,361,687 3.00

89 Nursery Production 1,023,613 64.00
PUBLIC SERVICE COMMISSION

90 Motor Carrier Inspection Safety & Compliance Program 1,659,970 44.00
TAX COMMISSION

91 Alecholic Beverage Control Warehouse Operation 4,204,998 147.83
VETERANS' HOME FURCHASE BOARD

92 Mortgage Loan Processing & Servicing Program 461,024 11.00
VETERANS' MEMORIAL STADIUM COMMISSION

93 Stadium Facility - Management & Operations 892,821 11.00

GRAND TOTAL FOR ALL PROGRAMS $631,721,344 23,020.80

ANALYSIS COMMENTS: Some reported costs in this exhibit include the total services cost in Exhibit 8, page 72,




Exhibit B

_FY 1992 Support Services’ Costs and FTE Personnel Data for

Selected State-Produced and Delivered Services

Services Reporting Service Reported
Number Entities Type Expenditures
1 5 Aireraft Operations $2,530,706
2 5 Architectural Services 305,560
3 16 Bookstores 17,449,671
4 46 Custodial 18,459,307
5 53 Data Processing 29,069,682
6 16 Dormitory Management 19,120,123
7 15 Employee Training 2,531,806
8 15 Engineering Services 51,131,822
a 51 Facility Maintenance 48,617,098
(Building-Equipment-Grounds)

10 19 Food Service 27,325,031
11 8 Laundry & Dry Cleaning 3,268,567
12 1 Lifeguards 341,629
13 as Mailroom Services 3,636,905
14 3 Motor Pools 311,907
15 28 Printing Centers 7,651,203
16 35 Security Services 48,772,315
17 7 Student Medical Services 3,693,658
18 6 Technical Consulting 4,278,426
19 29 Telecommunications 10,038,247
20 12 Transportation Services 2,316,215
21 25 Vehicle Maintenance 13,302,100
22 2 Vending Machines 280,879

GRAND TOTAL $314,332,666

ANALYSIS COMMENTS: Some reported costs in this exhibit are included in the total

program costs in Exhibit 4, page 30. It also includes personnel data only for

state entities which did not receive the PEER Survey of Potential Privatization Program
Candidates, dated 9-23-92,

SOURCE: Participant Responses to Two PEER Surveys

Reported

FTE's

12,29
9.26
142,71
1,177.82
652.77
43491
86.19
1,686.69
1,486.30

934.76
200.78
29.24
94.03
1.69
185.34
2,340.60
74.23
104.63
174.41
83.67
183.02
2342

10,118.69




' The Privatization Potential of Mississippi’s State
Programs and Services

Introduction

Government has two inherent functions--to determine policy and fo
provide methods to implement it. In fulfilling these responsibilities, state
governments have utilized the private sector to deliver services as one
means of meeting increasing demand for these services while limiting
costs. Mississippi uses the privatization management tool to some degree,
but has no statutorily mandated management review program to help
ensure quality and economy. It purchased $173,457,372 in contractual
services and commodities from the private sector in FY 1992.

This study is the first legislatively mandated review of Mississippi
state programs and services which specifically identifies potential
candidates for privatization, current state costs for these candidates, and a
cost review process to help in the privatization decisionmaking process.

Authority

Section 5 (2), House Bill 505 (1992 Regular Segsion) requires the PEER
Committee to prepare and submit a study on the privatization of
government programs and services to the Legislature and the Governor by
December 15, 1992, '

Scope

This legislation stated two overall objectives for the PEER study.
First, PEER’s study was to identify state programs and services that could
be performed by the private sector at lower cost or increased efficiency. The
PEER identification process for these functions was to include privatization
ideas from the private sector. Secondly, the study was to determine and
compare the performance costs between the private and public sectors for
these programs and services.

Four significant factors limited the Committee’s ability to accomplish
these study objectives completely:

¢ the size of state government--In FY 1992, the executive, judicial,
and legislative branches spent a total of $5,180,251,910 in
general, federal, and other funds. The total number of budgeted
ontities were ninety-two agencies, authorities, boards,
commissions, community and junior colleges, institutions of
higher learning, and other entities with a total of 414 budgeted
programs, according to the Legislative Budget Office’s records
for FY 1992;



the statewide budgeting and accounting system, which does not
measure total operational costs (direct and indirect
expenditures) and these resource inputs against the delivered
outputs of the state programs and services;

the available project time of six months (privatization studies by
federal agencies and other state governments have taken twelve
to eighteen months to review a single program or service); and,
no record or single information source on documented savings
from other states’ privatization actions.

Methodology

During this review, PEER:

conducted extensive research of privatization literature;

analyzed privatization studies conducted by the federal
government, other state governments, and the private sector;

interviewed general government and privatization experts
throughout the United States, the Chairman of the Mississippi
State Auditor’s Task Force for Privatization, representatives of
the State Auditor’s offices of Colorado and Texas, and other
personnel involved in states’ privatization efforts;

collected privatization ideas from the private and public sectors
through a statewide media release, state agency surveys,
participation in a radio talk show, and a survey of PEER staff;

analyzed FY 1992 state expenditures by agency, budget category,
program, and treasury fund; and,

analyzed program legislation and/or regulations from the
federal government and other states’ privatization efforts.

Overview

Over the past decade, Mississippi has experienced increasing
demand for public services, increasing operating costs for current
government programs and services, and the need for new revenue sources
to address these problems. These additional revenue needs have been a
major problem for the state due to its consistently lowest-in-the-nation per
capita income, relatively stagnant population growth since 1980 (2.1%), a
majority rural population, and the existing tax burden for the state

citizenry.

Further, the state’s financial condition went from an

approximately $88,000,000 surplus at the end of FY 1987 to an



approximately $100,000,000 deficit at the beginning of FY 1992, which
necessitated state employee hiring freezes and mandatory across-the-board
budget cuts. If the state is to establish and maintain a sound financial
condition, state officials and managers must employ every available
management technique to improve both the efficiency and effectiveness of
state programs and services,

The privatization of state government and programs is one such
management technique. Privatization introduces competition between the
state and the private sector which, in some instances, could reduce the
costs of programs or services, or increase efficiency and/or effectiveness of
these programs and services at the existing cost level through delegation,
divestment, or deregulation. Privatization can also produce one-time
financial windfalls and recurring savings through the sale, donation, or
liquidation of public assets, programs, or services. However, privatization
is not the universal answer for higher cost efficiency or increased program
effectiveness in state government. It must be evaluated on either an
individual program basis or statewide service basis.

This report provides the following:
e  background information on privatization;

e proposal for a Mississippi Privatization Program, which
would be under the administrative control and oversight
of a six-member Joint Legislative Privatization
Commission, hereafter referred to as the commission.
The State Department of Finance and Administration
would provide staff support to the commission;

e an initial pool of potential privatization candidates for
cost/benefits analysis. The privatization program
candidates include ninety-three programs in thirty state
entities with $631,721,344 in total expenditures and 23,020
full-time equivalent employees. The support service
candidates include twenty-two services at a total cost of
$314,332,656 and 10,119 full-time equivalent employees;
and,

e  proposed legislation to ereate this statewide program.,



Background

The term “privatization” means providing some traditional
governmental programs and services through the private sector. This
method was especially prevalent prior to the late nineteenth century, when
citizens begin to demand more public services and became concerned with
the private sector’s corruption. 'As a result, governments at all levels began
expanding public services and adding personnel to deliver those services.

Current Trends

During the decade of the 1980s, state and local governments again
turned to privatization for meeting citizens’ demands for increasing public
services while limiting the cost of government and its growth. In the report
of the New York State Senate Advisory Commission on Privatization,
Privatization for New York: Competing for A Better Future (January 1992),
Dr. E. 8. Savas, Chairman, Department of Management, City University of
New York/Baruch College stated:

Privatization in America is not new: Christopher Columbus
was a private contractor hired by the Spanish government.
What is new is using privatization broadly and deliberately as
a major policy tool to improve government performance. . . The
case for privatization is overwhelming. It is clearly an idea
whose time has come. In fact, it is long overdue. [PEER
emphasgis]

This new emphasis on the privatization of state programs and
services is the product of three popular trends: increased private sector
interest in new markets; unfavorable public attifudes about government;
and favorable public attitudes about the private sector.

Unfavorable public attitudes result from the government’s budgetary
problems, the perception that government expenditures continue to exceed
increasing government revenues, the poor condition and maintenance and
repair costs of the government’s infrastructure assets, and the perception
that the government workforce is inefficient, ineffective, and excessive.

Conversely, the prevailing public views the private sector’s provision
and/or production of public programs and services as very economical
(lower cost than state); efficient (the highest ratio of effectiveness at the
minimum cost) and effective (successful delivery at the required
performance standards).




- PEER Study Concept

Privatization has no universally accepted definition due to the large
number of alternatives for private sector delivery of services to the public.
Definitions range from “the state divests itself of the ownership, control,
financial responsibilities, regulation, and delivery to the private sector” to
“the state can use a combination of the numerous alternatives for the
private sector to deliver the services while mainfaining some or total
ownership, control, financial responsibilities, regulation, and delivery
capability.” :

PEER chose to use the following broad definition, which subdivides
privatization into three major categories with multiple forms, as
conceptualized by Dr. E. S, Savas:

Privatization is a management method of providing a portion
or all of a formerly government-provided and produced
program and /[or its services through the private sector using
one or a combination of the three major categories of
privatization: delegation, divestment, or deregulation.

(Exhibit 1, page 6, describes the three privatization categories in greater
detail,)

This broader, more valid definition of privatization includes
alternatives ranging from total divestment to government-controlled
services delivered by private business.

Potential Benefits of Privatization

The Legislature requested PEER to identify ways to achieve the
ultimate goal of “lower cost efficiency or increased program effectiveness” of
programs and services. Privatization can be one way to provide flexible
alternatives for state management action. It introduces competition
between the state and the private sector which could eliminate a system
perceived as a monopoly with no incentive to be economical or efficient.,
Through reevaluating public programs and services, the state could decide
to completely eliminate some existing programs and services. Privatization
could produce one-time financial windfalls and recurring savings through
the sale, donation, or liquidation of public assets, programs, or services.

Additional savings and benefits which can result from privatization
include:

*  personnel savings, primarily the fringe benefits of vacation,
retirement, and insurance programs (life, medical, and
workers’ compensation); _




Exhibit 1

Categories of Privatization

given geographical
the public for a fee,
provider becomes the only
public services; usually pays the government a fee
Examples: leasing of state-owned parks,
transportation and utilities, or vehicle towing.

.

for this right.

licensing of public

Franchise-The state awards a private organization the right in J
area to provide and to sell a service or product to
according to regulatory guidelines. Private sector
producer and deliverer of the affected

Contract—The state pays a private organization (profit or nonproﬁt)
through a mutually signed written agreement to provide a function or
service, while maintaining responsibility for producing and overseeing
the private provider’s results; commonly used when the public entity
does not have the needed in-house expertise or when the service can
readily be obtained at a lower cost from competitive private
organizations.

J

UZ'xamples: building maintenance, computer programming.

_J

Delegation--paxt or
the private sector,

all of a function or service is assigned to
while the state retains responsibility of

overseeing production and/or delivery.

Grant-The state subsidizes the private sector to reduce costs of public
services provided to citizens. Facilitates private-sector assumption of
a governmental function or service responsibility. Examples: adult
literacy programs, price supports for agricultural goods.

Y

Voucher--The state issues coupons or tickets to eligible
consumers to purchase products or services from the private
sector. Requires the private sector to provide the products or
services and in turn redeem the vouchers.

Examples: food stamps, Medicaid.

Direct Payment-The state pays eligible consumers to purchase
products or services from the private sector.

Examples: welfare assistance payments,

wards of the state.

clothing purchases for
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Exhibit 1 (continued)

Liquidation--The state can divest itself of a poorly performing
enterprise by selling its assets when either no buyer can be found for it
or the prospects are bleak for achieving profitability or significantly
reducing operational costs.

Example: closure and sale of assets of the state’s charity hospitals.

A

ﬁ

Divestment--The state turns over the ownership, control,
financial responsibilities, and delivery of a public service to
the private sector. Since the private organizations become
the only producer and deliverer of the affected public
services, the government no longer has any responsibility for
carrying out this activity, except that it may possibly retain a
regulatory role and/or limited delivery service capability.

Sale--The state shifts its function and ownership of a public
service by selling its assets to a single buyer in a negotiated
sale; to the public; to the managers; to the employees; or to its

) fDomtion—-This method of privatization involves the

government giving away the enterprise to its employees, users,
customers, or the public at large. By so doing, the government
realizes recurring savings to the extent that it no longer makes

users. annual appropriations for the public entity’s continued
Examples: federal government’s sale of CONRAIL stock, rural operation. .
electric cooperatives. Example: giving of the English Channel Hovercraft Ferry Service
L fo its manaegement and workforce.
Ny /

— d— — — et e ——_ m— p— S e —

Deregulation--The state replaces its regulatory
requirements for a public service with either private
sector regulation or no regulation of the service. The
private sector controls, produces, and provides a service
with no government involvement, with an end result of a -
demand-driven, market-based arrangement to satisly
unmet public needs,

Examples: airline industry, private postal services.




¢ work rule changes;
* amore efficient and effective mix of equipment and people;
*  less time off with pay; and,

* the use of working supervisors--i.e., an individual who has both
direct supervisory duties for othel Work shift personnel and
direct work-related duties.

A discussion of proponents’ and opponents’ views on privatization is given
on pages 10 and 11.

Criteria for Success

The critical precondition to implementing a state privatization
program is that elected state officials must be open to privatizing state
programs and services although it could create short-term employee
morale and service delivery problems. If elected officials are willing to
accept these short-term problems, then they must identify and remove any
legal barriers to privatization for the functions that they want to privatize.
Such barriers can either be prohibitions or the lack of authority in the state
and federal constitutions, statutes, and program regulations. Without
removing legal barriers, a state cannot implement a comprehensive
privatization program. (See Obstacles to Successful Privatization, page 9.)

Once this precondition has been satisfied, the success of privatization
will depend on at least six other factors:

*  Services should be available through a multitude of private
sector providers.

* The state must develop an accurate estimate of its total
operational cost of the present operations (direct and indirect).

*  The state must develop and use the most efficient and effective
organization (MEQ) for the program and service as i{s basis for
state and private sector competition.

*  The state must monitor the management and operations of the
privatized programs and services thorough a comprehensive
quality assurance system with performance standards.

*  The existing state operation should be allowed to compete with
the private sector for the right to provide the program or service
in order to encourage state employee cooperation. The state
should recognize that employees in the existing state operation




might be more e.éor'l'orrﬁéal, officient, and/or effective if allowed to
be creative.

o TElected officials must be open to privatizing state programs and
services although it could create short-term employee morale
and service delivery problems.

Obstacles to Successful Privatization

To develop and enact a successful privatization program, gtate
officials must understand the natural and organized obstacles to such a
program. Officials must develop strategies in the privatization process to
overcome or minimize the impact of these obstacles.

One group of natural barriers includes the beliefs and perceptions of
citizens and state officials concerning the private and public sectors.
Several state entities listed philosophical and psychological barriers as
explicit or implicit disadvantages to privatization in their responses to
PEER’s second privatization survey. They included:

¢  the perception that the profit motive leads to cutting corners in
gervice delivery,

¢ resistance to making reasonable quality adjustments to achieve
cost savings;

e  confusion over the extent to which the service provider’s role
takes priority over other perceived operational goals, such as the
perception that the state should employ personnel if no private
sector jobs are available;

e concerns about the private sector providing certain gervices;
¢ fear of change; and,
e state employees’ pride about their job performance.

The second group of natural barriers includes critical management
and/or operational considerations for any proposed privatization program:

o political barriers--impact on the state employees and elected
officials’ beliefs, perceptions, and philosophy about the
government’s role.

o legal and regulatory barriers--constitutional and statutory
prohibitions; cost recovery provisions of some state and federal
grant programs; and wage requirements for state programs and



- service delivery which could substantially reduce privatization -
savings, (See Criteria for Success, page 8.)

*  market barriers--possibility of an insufficient number of private
sector suppliers to generate the necessary competition; use of
unreliable private sector firms due to political pressure; and
potential for private sector corruption of public sector officials.

s administrative barriers--complexity of the contracting process;
identifying actual costs for services; implementation problems;
state delays in the contract administration process; content and
length of a contractual arrangement; and establishment of
effective quality assurance monitoring.

*  bureaucratic barriers--effect of the seniority system on state
employees who may be laid off as a result of privatization; state
officials’ concerns about their anticipated inability to respond
quickly to policymakers’ demands and to control crisis
situations; subtle sabotage by state officials; and informal
pressures from other operationally related state entities.

s information deficiencies--the public sector’s lack of knowledge
about the private sector suppliers of various services and about
the contracting process and its procedures.

* competing priorities--priority given to other agency demands
which may or may not be more important.

The third major group of barriers is the response of organized groups
which would be directly impacted by the privatization of public service
delivery. These groups include the state employees and the citizens who
receive the services,

The Proponents’ View: A Panacea for State Financial Woes

Proponents present privatization as a panacea for reducing the cost
of government while providing the same quality and quantity of services to
the public. They base this assertion on perceived ideological and practical
claims; actual experience demonstrates that privatization is «
management tool that is the answer only in some instances.

Proponents proclaim the ideology that privatization reduces the size
of state government and thus lowers taxes and stimulates the economy.
They also claim that the private sector is more economical, efficient, and
effective due to the profit motive and more effective managers, who have
incentive to perform. Proponents further claim that state managers
operate in a monopolistic environment which provides no incentive to
accomplish the objectives, since government managers are more concerned

10




about the political outputs than the economic, efficiency and effectiveness of
the programs and services. They claim, too, that competition produces
more efficient and effective government operations. Dr. Savas emphasized
thig assertion in the New York report when he stated:

The means may vary, but at its core, privatization works
because it introduces competition into bureaucratic
government activities that are run as monopolies.

Based on this ideology and privatization efforts which have been
successful, proponents maintain that privatization produces a significant
number of practical advantages for government, Private sector companies
can provide reduced project completion times and more flexible and timely
gervices since they do not have to follow restrictive state procedures and
purchasing regulations. Proponents claim that private companies can also
share management and operational risks with the state, such as cost
overruns, and fill needs for short-term projects when the state would have
to hire full-time state employees for part-time jobs. Private companies also
provide new state options for financing expensive infrastructure
construction and maintenance projects and offer the potential for
experimental or temporary programs, increasing the number of private
sector jobs by allowing the opportunity for business expansion, Finally,
proponents assert that the private sector offers a source for either new or
unavailable state expertise, resources, and/or services.

The Opponents’ View : Loss of Accountability and Control

Opponents suggest that privatization reduces state accountability to
state citizens and lessens control over the program and/or service delivery,
resulting in loss of quality at higher cost. Opponents foresee other negative
results of privatization:

¢ higher probability of service interruption due to decline in profits
and labor strikes;

o reduced ability to provide emergency or more services without
additional state costs;

e  increased chances of fraud and corruption in the public sector;
e possibility of irrevocably lost services due to the service cost to the
private sector or the extreme difficulty of reinstituting a state

operation after its privatization;

e career disruption or job loss for state employees and reduced
productivity due to poor morale;

¢ weakened civil service policies, including affirmative action;

11



~* " lost benefits of owning equipment and facilities; and, = -

*  potential for a private sector monopoly whose only concern is the
profit motive at any cost.




" The Pr.bp.os”e.d Mississippi Privatization Program

Mississippi has experienced a growing demand for programs and
services, increased operating costs, and the need for new revenue sources
in the last decade. When the state went from an approximately $88,000,000
surplus at the end of FY 1987 to an approximately $100,000,000 deficit at the
start of FY 1992, state employee hiring freezes and mandatory across-the-
board budget cuts were put in place. :

If the state is to establish and maintain a sound financial condition
again, state officials and managers must employ every available
management technique to improve the efficiency and effectiveness of
programs and services. This proposed privatization review program would
be an appropriate management tool if it can generate at least a ten percent
program and service cost savings through privatization actions.

Origin and Summary of Program

This proposed program combines original ideas with elements of the
existing state privatization programs in Colorado, Florida, and Texas, and
the federal program as administered by the Executive Office of the
President, Office of Management and Budget. Its three major objectives are
to:

o  ensure that the state provides services to the public with the
minimum input of public resources (efficiency);

o deliver services successfully at the required performance levels
(effectiveness); and,

e ensure an annual review of the management, operations, and
support functions of the state entities in order to achieve the
prudent management goals of improved agency operations,
increased productivity, increased accountability, and more
accurate operational cost figures.

The three stages of this program must be sequentially accomplished,
since the successful completion of one directly depends on the successful
completion of the previous phase:

1. Planning and Organizing;

2. Cost/Benefits Analysis; and,

3. Reporting and Evaluating.



- Exhibit 2, page 15, contains a descriptive sequential outline of this proposed—
program.

I. Planning and Organizing

The first phase of the proposed privatization program should fulfill
administrative, legal, and management responsibilities to accomplish the
program’s objectives. Since no existing state entity has responsibility for a
mandatory privatization program, the Legislature should establish a
permanent six-member Joint Legislative Privatization Commission with
three members each from the House of Representatives and Senate
Appropriations Committees, empowered to exercise oversight
responsibilities. {For all references to proposed legislation, see Appendix,
page 73.) The commission’s membership would be appointed by the
Lieutenant Governor and Speaker of the House, and receive staff support
from the Department of Finance and Administration. The commission
could also contract with private sector consultants for unavailable
department expertise. Other action agents for critical responsibilities
should include the Governor and the Legislature.

During the 1993 Regular Session, the Legislature should enact a
permanent privatization program under the guidance of the commission.
This law should clearly establish and define:

* the requirement for the Department of Finance and
Administration to provide administrative and operational staff
support to the commission;

*  the state’s privatization policy;

* the commission’s responsibility, authority, funding source, and
membership size and qualifications;

*  the state entities’ responsibility and authority;

* any state entity and/or programs or services excluded from the
privatization program;

°* a mandatory annual reporting and evaluation system to the
Legislature and the Governor;

¢ authority for the Legislature at its next regular session, after
issuance of a recommendation by the commission, to reject such
recommendation; and,

¢ the requirement for a report with draft legislation from the

commission to the Governor and Legislature by October 1 of each
year,

14




Sequential Outline for Mississippi Privatization Program

PLANNI D Z1L
Tasks Responsible Agent
1. Legislate Program Legislature/Governor
2. Appoint Commission Members Speaker & Lt. Governor
3, Accomplish Planning and Organizing Responsibilities The Commission
4. Identify General Legal Barriers to Privatization The Commission
5. Submit Organizational Report and The Commission
Specific Privatization Program Legislation
6. Enact Specific Privatization Legislature/Governor
Legislation with Any Exemptions
BENEEITS A YSIS P
7. Conduct Program and Service Evaluations The Commisgsion and
To Determine Privatization Candidates State Entities
8. Prepare State Activity Cost Benefit ' State Entities and
Analysis Plan The Commission
9. Conduct The Cost Benefit Analysis for State Enfities
All Scheduled Programs and Services
10. Conduct Independent Review and Certification "The Commission
of State Entities’ Cost Benefit Analysis
11. Issue Privatization Recommendations for Programs and Services The Commission
12. Seek Funding for Current Mode of Operation (optional) Any State Entity
13. Determine Privatization Decision Through The Appropriations Process Legislature
EP T A EVALUATI P
14. Monitor Contractors’ Performance State Entity Staff
15. Reduce Budget Appropriation and Spending Authority for Privatization Legislature/Governor
Savings Amount
16. Conduct Annual Review of Privatization Program Cost Savings The Commission and
Lepislative Budget Office
17. Provide An Annual Report to The Legislature and Governor - The Commission

SOURCE: PEER Staff



The enabling act should protect the legal authority and = -

decisionmaking prerogatives of the state entities. However, the
commission must have authority and responsibilities sufficient to ensure
an effective and efficient statewide program. The commission should have
the following authority and responsibilities:

advocate or develop a privatization program for state entities
which creates private-sector competition for the provision and/or
production of state government programs and services;

develop goals and objectives outlining expected cost savings,
performance improvements, and productivity from
privatization;

establish essential analytical, approval, authorizing,
implementing, planning, and reporting processes and
regulations for the privatization program;

determine, in concert with other state entities, which state
programs, functions, and services shall compose the pool of
potential state privatization program and service candidates.
The pool should not include activities which would have
significant impact on:

--  governing responsibilities provided at top policy levels of
the executive and legislative branches;

--  public health or safety; and,

--  establishment of criteria for monetary and service
entitlement decisions of the state government.

require all state entities to:

-- evaluate the privatization potential of their potential
privatization candidates; and,

-- conduct a cost/benefits analysis comparing the state’s and
private sector’s program and service delivery costs.

approve all cost/benefit analyses and recommended privatization
decisions;

provide technical advice to state entities during the evaluations
at each phase of the cost/benefit analysis;

issue privatization recommendations for activities which meet
statutory and commission privatization criteria. These

16




“ recommendations may be rejected by the Legislature if it sees fit;"
and,

¢  conduct, in conjunction with the Legislative Budget Office, an
annual review of the costs for privatized programs and services
for the previous fiscal year. The objective of this review would be
to determine if privatization saved the state ten percent or more
of the in-house state operational cost in its last fiscal year, as
adjusted for inflation.

After determining the pool of programs and services which are
potential privatization candidates, the commission should then identify
legal and regulatory barriers to privatization. This information should be
included in the commission’s mandated report and should be considered in
the commission’s privatization program legislation presented to the
Legislature and the Governor by October 1, 1993.

II. Cost/Benefits Analysis

The commission and affected state entities are the action agents for
the four major steps in this critical phase of the proposed privatization
program. The objective of this phase of the program is to accomplish the
critical task of performing cost analysis and comparing the results to total
costs of service delivery. The cost/benefits analysis phase should improve
the quality of available decision-making information to achieve the state’s
goals and objectives. This process should establish productivity measures;
fix unit costs; establish cost responsibility (the extent to which users pay or
should pay); and evaluate alternative methods of service delivery.

1. The commission and the state entity should jointly evaluate the
program /service.

The commission and affected state entities should determine the
programs and services which the state could delegate to the private
sector or eliminate through divestment or deregulation. During this
process, the two parties, in concert, should produce a document
which includes an analysis of the activities considered and the final
decision with supporting rationale. The evaluation criteria should
include:

*  potential recurring annual savings for the state;
¢  potential market for the activities;

¢  potential one-time windfall from the sale of state-owned facilities
and/or equipment;
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¢ adequacy of the government’s customer service versus the
private sector’s customer service;

s  potential reduction of services to the citizenry;
¢  ability and willingness of the private sector to regulate itself}

e criteria for a successful privatization program on page 8 of this
report; and,

e consideration of the three groups of natural barriers, discussed
on page 9 of this report.

92 The commission completes a State Activity Cost/Benefit Analysis
Plan.

After the program/service evaluation is complete, each affected
entity should submit a sequenced evaluation plan for all necessary
cost reviews. This action is necessary since a state entity may not
have the staff resources to conduct simultaneously the cost/benefit
analyses for all identified programs and services. The plan should
schedule the programs or services with the largest cost savings
potential under this condition.

The commission should develop and publish a State Activity Cost
Benefit Analysis Plan after receiving these plans, The commission
should solicit and consider state entity input for its proposed
statewide schedule prior to finalization and publication. This plan
should be updated annually. The entities should comply with the
commission-established schedule for these evaluations.

3. Each affected entity performs a cost/benefit analysis.

While performing the cost/benefit analysis, each state entity
should create and empower a task force to conduct the required
ovaluations. Its membership should be independent of the evaluated
program or service except for technical expertise., Its purposes
should be to ensure a thorough and fair analysis and to find new,
innovative, creative ways to provide the required products or services
to the public. Preferably, this task force should have individuals or
access to individuals with expertise in contracting, cost analysis,
industrial engineering, management analysis, position
classification, staffing, value engineering, work measurement, and
the technical aspects of the functional area.

The task force for each activity should achieve four significantly
related cost analysis tasks in this phase. Their combined purpose is
to perform a major management analysis of each identified activity



whlch will produce the operational basis for cost comparison with the
private sector. These tasks include:

The State Activity Management Study which identifies and
documents the Most Efficient Organization to produce and
deliver the essential program services to the public in the most
cost efficient and/or effective methods. This Most Efficient
Organization is the service performance basis for the cost
comparison between the state and the private sector operations.
Exhibit 8, page 20, describes this process in a suggested format.

A total cost estimate for the state performance of the developed
Most Efficient Organization. It should include direct cost and
indirect cost such as the cost of the privatization study including
the commission costs; any lost General Fund revenues from a
Special Fund operation; and the separation costs for eliminated
state personnel positions. This total cost estimate should be
performed in accordance with the commission-issued format
and instructions,

A cost comparison between the state entity and the private sector
using the same Most Efficient Organization. Assuming, at
least, the production of the same quality and quantity of the
available services, the activity should be delegated to the private
sector if it produces an operational cost savings of more than
10% of the state’s cost.

The head of the state entity should perform an independent
review of the cost analysis study and shall certify the results of
this independent review. The entity’s internal auditor, if any,
should carry out these responsibilities. Otherwise, the executive
director or highest level of authority should certify this study.
This review should be conducted in accordance with the
commission-developed and approved methodology.

The commission reviews actions.

After completing these tasks, the state entity should submif its

cost study to the commission. The commission should perform the
following actions:

Conduct an independent review of the State Activity
Management Study and certification of the in-house total cost



Exhibit3

Suggested Instructions and Format for
Documenting a Management Study

Instructions_for Preparation

The study should be prepared in accordance with these principles.

1,

Reflect the best efforts of the activity to improve the operations, with a
primary emphasis on defining what must be done (the Mission) and the
best operational and organizational principles (Improved Methodology).

Qive freedom to the Independent Task Group, so that it can be innovative,
creative, and develop a new organization to meet the required quantity and
quality standards of the operation, except in areas prohibited by
unchangeable law.

Continue to provide at least the existing quantity and quality of services
unless the state decides to quit providing the services.

Choose analytical techniques based on the type of involved function, the
available data, the available time, and personnel composition of the task
force.

Investigate an activity’s support areas for reduced support requirements if
SAMS identifies the need for operational staff reductions in the activity.

Develop a Performance Work Statement (PWS) which defines the required
services and their corresponding workload; the performance standards and
acceptable quality levels for each one; any government-furnished facilities;
and any other government-furnished services to the private sector. This
PWS does not need to be completely written before the SAMS is complete, but
its timely completion is critical since it serves as the basis for the SAMS
which develops the MEO which serves as the basis for the cost analysis
process.

Make major decisions on performance standards and mandatory
compliance with old procedures before the development of the MEO.

Provide maximum flexibility to managers to determine the methodology for
accomplishing the PWS.

Establish performance indicators and outcome measures for the
development of the in-house organization concurrent with establishing the
indicators for the PWS.



Exhibit 8 (continued)

10.

© The SAMS should use a combination of the five types of performance ~ -

indicators with maximum usage of the quantitative factors, since they are
easily compared to the established standards.” The most direct way of
evaluating performance is to count output units and compare them to some
predetermined standard requirement. Similarly, resource requirements
(inputs) can be predicted by comparing average outputs per person to
projected workload. These indicators are;

Quantitative - A measure of the level of effort or actually expended
work,

Qualitative - A measure of how well the outputs were produced against
a standard.

Timeliness - A measure of the average elapsed time to complete a work
unit compared to a requirement.

Qutcome or Effectiveness - A comparison of the actual and required
mission performance of the function or service.

Efficiency - A measure of the total or unit cost of a provided function or
service. This indirect measure of activity performance applies when
there is no other adequate measure.

*For more detail on writing performance measures, see Reinventing Government
by David Osborne and Ted Gaebler, Chapter 5, page 138, and Appendix B, page

345.
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Exhibit 8 (continued)
State Activity Management Study for

T ———— o} o} ——— — — T b T —— ——

A. To develop the optimal organizational structure to provide (277
Services) efficiently and effectively to its users.

B. To determine and document the specific. management
improvements upon which to base the optimal structure.

Performance Work Statement (PWS) -- This section should identify the
required services; their performance standards and acceptable quality
levels; the projected workload for the contract period; and the government-
provided facilities and services. This work statement will be used to identify
the Most Efficient Organization (MEQO) for performing the program or
services in Section Five of this management study. The PWS should

include:

A, Scope of Work H. Specific Tasks - All Services
B. Required Key Personnel I.  Governing Laws/Directives
C. Quality Assurance Duties J. Performance Standards

D. Security Responsibilities K. Estimated Workload

E. Contingency Requirements L. Required Reports

F, State-Furnished Property M. Quality Assurance Plan

G. State-Furnished Services

Current Operations-- This section describes the existing authorized
organization and operations of the activity. The most accurate and current
information in the following areas for each operation should be included in
this section since it will be the basis for Section Four’s discussion.

Personnel Analysis
Material Analysis
Equipment Analysis
Facility Analysis
Resolved/New Problems
Other

Mission Statement
Organization Charts
Functional Duties
Operating Procedures
Utilized Technology
Workload Data

HED QW
MR TR



Exhibit 8 (continued)

4, Analysis of Current Operations -- This section should accomplish four = -

critical goals in the management study.

A. Tt describes and compares the existing authorized organization
and operations of the activity to potential new ways of
accomplishing the PWS in Section T'wo.

B. It describes the methodology, results, and conclusions for the
analysis.

C. It should produce a rationale for any recommended changes
from the study’s conclusions.

D. It should discuss all following topics for the specified areas in
Section Three of this management study.

1. the existing operation and any anticipated changes;

2. appropriateness of the existing operation and structure to the
mission, function, internal conditions, and environment;

3. proper balance of authority and accountability in the
organizational structure for accomplishing the monitoring and
controlling functions;

4. system’s efficient utilization of people, material, and
equipment; '

5. use of available labor-saving technological systems;

6. current workload, personnel staffing, material requirements,
and equipment requirements and any anticipated changes with
supporting rationale;

7. location of the facilities in relation to the users and any
anticipated changes;

8. current difficulties in service delivery, their causes, and
potential solutions.

5. Most Efficient Operations-- This section should present the most efficient
and effective operation and organization for the function. This operation
should be based on the PWS in Section Two and the Analysis of Current
Operations in Section Four, It should be presented in the following
manner. It should sexrve as the basis for the PWS which will be used to
obtain and compare contract cost bids for a government operation versus a

private sector operation.
A. Mission Statement G. Personnel Needs
B. Organization Charts H. Material Needs
C. TFunctional Duties I. Equipment Needs
D. Operating Procedures J. Facility Needs
E. Utilized Technology K. Major Problems
F. Workload Data L. Other




Exhibit 8 (continued)

6.  Analysis of Resources Impact-- This section should illustrate the MEO
impact upon the organization’s resources. It should address the impact in
three critical areas:

A. Funding -- Its potential savings and new equipment costs
B. Personnel -- The number of staffing changes by category
C. Capital Outlay -- The necessary items, cost, and potential
annual savings if the state implements the Most Efficient
Operation.
7. Recommended Schedule for Improved Operations Implementation -- This

section should provide a reasonable, prioritized time frame for
implementing the MEQO-identified improvement area.



estimate fdl' the s.tafe”entity.pei'.forli'ii'ng” the 'dé'veio-p'ed Most

Efficient Organization for the function or service.

Issue privatization recommendations for programs and services
which meet the statutory and commission privatization criteria.

The Legislature may reject any recommendation of the Privatization
Commission.

I1I. Reporting and Evaluation

In order to achieve the objectives of the Mississippi Privatization
Program, the Governor, Legislature, the commission, and state entities
must take some necessary program management actions. The results of
these actions will be to capture the documented savings from privatization
and to determine any necessary corrective actions to produce increased
program effectiveness or cost efficiency. The program evaluation should
include the overall internal program support of a state entity and the actual
savings achieved in any privatized state function or service.

They include the following actions:

The state entities must provide the commission with written
quarterly reports and all documentation relative to each
privatization action until it is complete or the decision must be
reconsidered by the commission, in concert with the state entity.
The reconsideration criteria for the planned privatization
actions should be:

-~ A lack of private sector interest in the state assets and
facilities.

- The failure of the private sector performance to meet the
established ten percent or more cost savings on
contractual bids.

The state program must monitor and report the contractor’s
performance of delegated state programs and services through a
comprehensive quality assurance system. This system will
require state staff who evaluate the contractor against the
established quantitative and qualitative performance standards
in the contract. The cost of this staff should have been
considered in the original privatization decision as an indirect
cost to contract the program or service;

The commission must aggressively monitor the cost of
privatized programs and services and the program involvement
of state entities;




The Legislature, with the Governor's approval, should enact
legislation which automatically reduces during the first
operational year for each privatization action a state entity’s
spending authority and available funds by the anticipated cost
savings,

The commission, in conjunction with the Legislative Budget
Office, must conduct annual reviews of the achieved
privatization program cost savings;

If a program or service cost in the private sector no longer meets
the ten or more percent program savings criterion after
adjustment for inflation, the commission, in conjunction with
the state entity, must determine the reasons and schedule a new
cost study, if necessary; and,

The commission should provide a Privatization Program Report
to the Governor and Legislature by October 1 of each year. This
report should specifically detail and discuss the number of
ongoing cost analysis studies during the current fiscal year; the
previous fiscal year’s privatization actions and their actual cost
savings; and the current fiscal year’s privatization actions and
their actual cost savings; and a cumulative historical cost
savings report for the privatization program.



' PEER’s Candidates for The Proposed State
Privatization Program

House Bill 505 (1992 Regular Session) required the PEER Committee
to identify governmental programs and services that could be performed at
lower cost or increased efficiency by the private sector and to perform a cost
benefits analysis for all identified programs and services. The FY 1992
state budget contained ninety-two state budget units for 414 budget
programs, REighty-six state entities administered 403 budget programs
within the executive branch.

PEER limited candidates for privatization to executive branch
entities. According to Legislative Budget Office records, the executive
branch spent an estimated $5,106,081,658 (98.57%) of the $5,180,251,910 in
FY 1992 state expenditures between July 1, 1991, and August 15, 1992,

Because of the limiting factors and the necessary cost analysis
requirements discussed in pages 1 through 2 and page 15, PEER could not
complete cost benefits analyses for these programs and services. Therefore,
the programs and services listed in this chapter should not be privatized
until the appropriate state entity conducts a cost/benefits analysis in
accordance with the principles discussed in pages 17 through 25 of this
report.

Methodology

Due to the size and complexity of the task, PEER developed and used a
diverse empirical and quantitative identification and decisionmaking
process, including: :

e  golicitation of privatization suggestions from elected officials, the
private sector, state employees, all state entities, and the PEER
staff;

* areview of other states’ privatization actions;

* a review of the FY 1992 private sector salary survey of
comparable state government employee positions;

¢  the Delphi decisionmaking process, which uses individual and
collective group problem-solving to reach a consensus solution
through rounds of group meetings;

¢ an initial survey of all executive branch entities to identify the
state’s FY 1992 expenditures for:

--  contractual services in the private sector;

27




-~ the number of full-time professional and support services
personnel equivalents and their financial compensation;

-- any programs and support services which were privatized
in FY 1992; and,

--  any privatization suggestions.

* a gecond survey of all executive-branch entities concerning their
initially identified privatization candidates to:

-~ identify their FY 1992 direct and indirect costs;
--  list any disadvantage(s) of privatizing each candidate;
--  cite any explicit or implicit legal barriers; and,

-~ list any negatively impacted group(s).

Program Candidates for Privatization

PEER identified eighty-nine state programs and four sub-pregrams
in thirty agencies with $631,721,344 in expenditures and approximately
23,020 full-time equivalent employees as a beginning pool for the cost/benefit
analysis stage of the proposed Mississippi Privatization Program,

This candidates’ list excludes $74,170,252 in expenditures and 422
full-time employee equivalents for the judicial and legislative branches plus
$4,484,507,869 in expenditures and approximately 37,563 employee
equivalents for the remaining 314 budget units which did not meet the
established program candidate criteria.

The program costs and personnel for the candidates are
approximately 12.37% and 38.10% of the estimated $5,106,081,658 in total
execulive branch expenditures and 60,427 full-time equivalent personnel
positions, respectively. The monetary and personnel resources for two
Department of Education programs are contr olled and spent at the local
school district level.

The total cost and personnel data for these program candidates does
not include indirect costs and support personnel for twenty-one state
entities (70%) with 49 budget programs (562.69%). These entities could not
provide indirect cost information to PEER from either their accounting
systems or a reasonably accurate estimate.




Exhibit 4, page 30, lists the program candidates and their cost and
personnel data. Exhibit 5, page 34, has a stand-alone informational module
for each program which summarizes the:

¢ program cost and personnel by fund source;
¢ PEER-suggested method(s) of privatization;
* agency's asserted disadvantages;

*  potential legal barriers; and,

 PEER’s response to the claimed disadvantages.

Service Candidates for Privatization

PEER identified twenty-two selected professional and support
services which the state currently performs in-house and may, to some
degree, purchase from the private sector, as a beginning pool for
cost/benefit analysis. These service tasks range from unskilled labor to
employee training to facility and vehicle maintenance to student operations
at universities and community colleges to security to technical skills to
telecommunications to transportation services.

In FY 1992, the state produced these services at a reported cost of
$314,332,656 with approximately 10,119 full-time equivalent employees. The
identified costs and personnel for these candidates are approximately 6.16%
and 16.75% of the estimated $5,106,081,658 in total executive branch
expenditures and 60,426 full-time equivalent personnel positions,
respectively.

To the degree that these services have been reported as a direct or
indirect resource in the pool of program candidates, these services’ cost and
staff data are duplicated in the program candidates’ data, Exhibit 6, page
72, has a stand-alone module for each service which summarizes the:

¢ number of reporting entities for each support service;

¢  type of support services; and,

*  ryeported program cost and personnel.



Exhibit 4
~ PEER's List of Potential Privatization Candidates for Government Programs

EXHIBIT 5* PROGRAMS FY 1992 COST
Reference # Program Description _Dollars . Personnel
DEPARTMENT OF AGRICULTURE & COMMERCE
1 Agriculture Museum $820,945 34.00
2 Egg Marketing & Promotion 59,009 0.00
3 Farmers Market Information : 290,646 12,00
4 Market Information and Reporting 579,784 13.00
5 Marketing and Promotion 550,417 27.00
DEPARTMENT OF ARCHIVES & HISTORY
Historical Museum Management 878,647 24.00
7 Historic Properties Management 591,769 24.00
OFFICE OF AUDITOR
8 Average Daily Attendance/Property Inventory 312,303 8.00
9 Post Audit Program 7,359,122 174.00
CENTRAL DATA PROCESSING AUTHORITY
10 Computer Center 4,837,629 81.00
i1 Consulting 2,057,419 32,00
12 Capitol Telephone Operations 4,613,491 23.00
13 Education 519,308 3.00
DEPARTMENT OF CORRECTIONS
14 Central Mississippi Correctional Facility 7,159,077 320.00
15 Mississippi Penitentiary 49,602,652 1,952.00
16 South Mississippi Correctional Institution 7,475,285 344.00
17 Community Based Services 5,871,735 214.00
18 Medical Services 7,408,663 142.00
19 Prison Education Services 2,709,576 71.00
20 Prisoner Transporiation (Sub-Pregram of Correctional Facilities) 990,074 25.00
DEPARTMENT OF ECONOMIC & COMMUNITY DEVELOPMENT
21 Business Services 1,025,966 16.00
22 International Development 1,640,678 8.00
23 National Development 1,035,207 13.00
24 Port at Gulfport 3,761,967 £5.00
25 Port at Yeliow Cresk 47,712 16.00
26 Tourism Development 832,131 11.00
27 Welcome Centers 1,262,781 42,00
DEPARTMENT OF EDUCATION
28 Cafeteria Management (Local School Districts) 73,093,422 5,080.00
29 Public School Building Fund Management 127,063 3.50
30 Pupil Transportation {Local School Districts) 68,831,846 4,352.00
MISSISSIPPI AUTHORITY FOR EDUCATIONAL TELEVISION
31 Radio Broadcasting Management & Operations 1,165,348 27.65
32 TPelevision Broadeasting Management & Operations 6,784,812 118.75
DEPARTMENT OF FINANCE & ADMINISTRATION
33 Federal Surplus Preperty Management 583,211 19.00
GOVERNOR'S MANSION
34 Management & Operations 442,801 6.00

GRAND GULF MILITARY MONUMENT
a5 Management & Operations 121,678 497

*For more delail on these privatization candidales, check under the appropriate reference number in Exhibit 5, page 34.
SOURCE: Participant data for the PEER survey of potential privatization program candidates, dated 9-23-92



Exhibit 4 (continued)

EXHIBIT 5% PROGRAMS FY 1992 COST
Reference # Program Description Dollars Parsonnel
DEPARTMENT OF HEALTH
36 Home Health Program $16,579,366 460.00
37 Vital Records’ Operations & Management 1,368,191 75.86
as WIC Program 40,608,997 285.00
DEPARTMENT OF TRANSPORTATION
39 All Engineering Design 9,953,512 171.00
40 Litter Prevention 698,576 32.00
41 Maintenance 75,067,514 1,238.00
42 Map Sales 89,841 1,10
43 Mowing(Sub-Program of Maintenance) 4,201,327 118.00
44 Raiiroad Inspection Program 189,372 6.00
45 Road Striping (Sub-Program of Maintenance) 1,396,218 13.00
46 Sign Shop ) 1,470,941 14.50
DEPARTMENT OF HUMAN SERVICES
47 Columbia Youth Training Schocl Operation 3,619,687 125.00
48 Oazkley Youth Training School Operation 3,602,433 120.80
49 Eligibility Determination 26,766,348 991.45
50 Employment & Training: Instruction 2,118,585 104.00
51 JOBS Program 8,502,804 19.00
INSTITUTIONS OF HIGHER LEARNING
52 Student Financial Aid - Loan Granting Cperation (LBO Data) 2,778,879 8.00
&3 THL University Research Center - MARIS Operation (LBO Data) 259,121 12.056
54 IHL University Research Center - MARIS Geographic System 101,923 0.00

MISSISSIPPI AGRICULTURAL & FORESTRY EXPERIMENTATL STATION
55 Fish Hatcheries 0 0.00
NOTE: Financial data is not available since staff hours
are atlocated to projects and employees work on multiple projects as well
as teach and perform other non-related functions.

MISSISSIPPI COOPERATIVE EXTENSION SERVICE

56 Art & Layout Design 280,644 6.00
57 Crop Modeling Program 187,215 3.65
58 Money Management Centers 258,433 6.00
59 Photographic Services 154,848 4.00
60 Soil Testing Lab 242,923 6.30
MISSISSIPPI STATE UNIVERSITY
61 Forest Product Utilization Laboratory (Research & Teaching) 2,208,726 57.20
DEPARTMENT OF MENTAL HEALTH
62 Boswell Regional Center (Institutional Services) 8,168,567 265.40
63 Ellisville School (Institutional Services) 26,738,934 1,244.24
64 Hudspeth Regional Center (Institutional Services) 12,301,121 1,70
65 North Mississippi Regional Center (Institutional Services) 10,829,916 416.00
66 South Mississippi Regional Center (Institutional Services) 5,504,207 230.79
87 East Mississippi Hospital (Institutional Services) 18,097,512 649.90
68 Mississippi Hospital (Institutional Services) 51,917,458 2,011.30
69 Farm Operations @ Ellisville School 815,875 4.30
STATE PERSONNEL BOARD
70 Pest Administration 122,973 4.18
71 TPraining 278,892 5,00

31




Exhibit 4 {continued)

EXHIBIT 5% PROGRAMS FY 1992 COST
Reference # Program Descripfion _Dollars Personnel
PUBLIC SAFETY DEPARTMENT
72 Forensic Analysis Crime Laboratory $489,380 12.00
78 Drivers License Issuance (Non-Budget Program) 8,559,936 118.00
74 Law Enforcement Training Academy - Support Services (LBO Data) 1,011,583 26.00
75 Medical Examiner 255,512 4.00
SECRETARY OF STATE
76 Corporations Division 507,438 13.20
i Doecuments Division 1,240,757 9.16
78 Public Lands Division 622,976 4.00
STATE FIRE ACADEMY
79 Itinerant & Site Training Functions-Operational Support Services 1,581,030 83.00
TREASURY DEPARTMENT
80 Bond Servicing Function 413,426 8.00
81 Cash Management Function 293,400 6.00
DEPARTMENT OF WILDLIFE/FISHERIES/PARKS
82 Fish Hatcheries . 277,200 6.91
83 Parks & Recreation - Management & Operations 4,693,415 403.00
84 "Mississippi Outdoors" Magazine 398,972 2.02
FAIR & COLISEUM COMMISSION
86 Mississippi Coliseum & Fairgrounds Complex 2,060,521 44.76
86 Dixie National Livestock Show and Redeo 630,986 2,22
87 Livestock Shows 119,814 0.11
FORESTRY COMMISSION
88 Iforest Resource Development 3,361,687 3.00
89 Nursery Production 1,023,613 64.00
PUBLIC SERVICE COMMISSION
90 Motor Carrier Inspection Safety & Compliance Program 1,659,970 44.00
TAX COMMISSION
91 Alcoholic Beverage Centrol Warehouse Operation 4,204,998 147.83
VETERANS' HOME PURCHASE BOARD
92 Mortgage Loan Processing & Servicing Program 461,024 11.00
VETERANS' MEMORIAL STADIUM COMMISSION
93 Stadium Facility - Management & Operations 892,821 11.00
GRAND TOTAL FOR ALL PROGRAMS £631,721,344 23,020.80

ANALYSIS COMMENTS: Some reported costs in this exhibit include the total services cost in Exhibit 6, page 72.




EXHIBIT §
PEER's List of Potential Privatization Candidates for State Government Programs

- o C FUND  PROGRAM L
REF#  AGENCY/PROGRAM NAME SOURCE  COST FIE'S i METHODOLOGY

1 Agriculture Museum
The museum is an educationat and cultural symbol Delegation
of past Mississippi which also providesan
entertaining experience for our citizens and
visitors.

General $431,127
Federal 70,000
Other 319,818

Total $820,945

2 Egg Marketing & Promotion
The Egg Marketing Board promotes the Delegatton
consumption of eggs through advertisements,
demonstrations, brochures, and recipes.

General 50
Federal "0
Other 59,009

Total $59,009

3 Farmers Market Operation
This activity provides a central facility with space Delegation
for farmers to market their products directly to
consumers; for warehouse and office space for
wholesalers and brokers; and truck weight scales
for general use.

General $290,646
Federal 0
Other 0

Total $290,646

4 Market Information and Reporting
This activity includes the Market Bulletin; Delegation
National Statistical Reportting Service; Market
News; and Public Information activities.

General $366,080
FPederal 123,281
Other 90,423

Tatal $579,784

5 Marketing and Promotion
This program develops a more diversified Delegation
agricultural economy for the State of Mississippi
that is flexible in response to market conditions
and that markets those products.

General $514,732
Federal 23,000
Other 12,685

Total $550417

*References are 1o MISSISSIPPI CODE ANNOTATED (1972} unless otherwise nofed.

A




POTENTIAL LEGAL

This action would eliminate the use of inmate
labor, increasing operating costs for an operation
moving toward self-sufficiency. A ceniractor may
impraperly emphasize security of its cultural
contents and could hamper researchers seeking
historic data.

« Cost Study process can address and consider
ach disadvantage. Any privatization action shall
ensuire cantractor compliance through contract
performance monitoring.

his action may compromise the confidentality
eeds for production data of egg producers, which
ould affect industry competitiveness. The
dustry's importance requites state coordination
facilitate a marketing program which benefits

1 producers.

69-7-253 thru -275,
Cooperative Agreement
Federal & State

The Cost Study process can address and consider
ach disadvantage, Any privatization action shall
nsure contractor compliance and information
onfidentiality through contract performance

A private firm may not meet restrictive
requirements of the board. It may severely restrict
ifarmers' access to a central market place fo sell

69-7-101 thru -121, some
long-term leases

he Cost Study process can address and consider
ach disadvantage. Any privatization action shall
nsure contractor compliance through contract
erformance monitoring.

his action could disrupt existing funding
greements or cause loss of federal funds. It could
nerease confidentiality needs for production data
nd future plans and would increase program cost
or public if the federal funds are lost,

The Cost Study pracess can consider each
disadvantage. Any privatization action shall
nsure contractor compliance and confidentinlity
hrough contract performance monitoring. The
wtity offered no evidence to substanfnte the loss

\is action could disrupt existing funding
greements ot cause loss of federal funds, It could
hange funds' prioritization and hurt groups with
imited funding, plus lose state influeace in
stabiishing trust with foreign buyers.

:The Cost Study process can address and consider

each disadvantage in the way mentioned
previously. The entity offered no evidence to
substantiate the loss of federal funds. Three states
have privatized this function,




EXHIBIT 5

(continued)
: : FUND - PROGRAM .
REF# AGENCY/TROGRAM NAME SQURCE COST FTE'S METHODOLOGY 7%
% i 7

6  Historical Museum Management
This activity collects artifacts and objects relating Delegation
to persons, eras, and events in Mississippi history
and preserves, researches, and interprets its
collections to the interested public, Its basic N )
purpose is education in the state's history. General $688,247 22;31

Federal 17,938 0,00
Qther 172,362 140
Total $878547 23.71

7  Historic Properties Managewment
This activity administers the preservation and Delegation
development of the Grand Village of the Natchez
Indians and Historic Jefferson College, official
State Historic Sites, plus oversees other state-

owned undeveloped cultural properties, Ceneral $537,965 23.75
Pederal 0 0.00

Other 53,804 0.00

Total $591,769 23.75

8  Average Daily Attendance
This activity conducts actual counts of average Delegation
daily publie school attendance to verify accurate
schaol reporting of attendance data to the State
Department of Education.

General $167,698 5.00
Federal 0 0.00
Other 144,605 3.00

Total $312,303 8.00 &

9 Post Audit Program
This activity conducts annual financial and Iegal Delegation
compliance audits of all the state's agencies,
courtties, school districts, community and junior
colleges, and institutions of higher learning,

General 53,951,644 112.00
Pederal [ 0.00
Other 3407A78 62.00

Total $7,359,122 174.00

10 State Computer Center
This operation provides computer processing Delegation/
support to the state agencies. This support Divestment
includes computer operations, systems
programming, and technical support,

General S0 0.00 :

Federal [t} 0.00
Other 4,837,629 36,66 i
Total $4,837,629 36.66 3




AGENCY COMMENTS

POTENTIAL LEGAL
BARRIERS*

Privatization is turning over the family jewels to
tranger to make a profit. Memphis contracted its
Mississippl River Museum operation in 1989-91,
This action produced.bankruptey,lawsnits over
donated objects, public dissatisfaction, and

tate Antiquities Act,
ational Historic
Landmark Status

The Cost Study process can address and consider
§each disadvantage, Any privatization action shall
s ensire contractor compliance through contract
erformance monitoring. North Carolina has
rivatized this fusction.

No private entity can guarantee perpetual
tewardship of praperties, A privatization action
il shatter public trust in MS leaders if propertie

are lost or damaged through mis-management or
ankruptcy.

Department Law

he Cost Study process can address and consider

Zieach disadvantage. Any privatization action shall
%% ensure conlractor compliance through contract

erformance mosnitoring,

rivatization can increase cost, especially an
ecounting firm; impact minimum foundation
unds' distribution by the Education Department
ue fo a lack of legal and program standards'
nowledge; and impact local district funding due
o unverified data.

This function is totally an administrative and
clerical function which could be performed by many
different private sector firms, The Cost Study
process and contract performance monitoring can
address and consider each disadvantage,

rivatization can increase cost since a private firm'

ost exceeds the Auditor cost {1988 PEER Report);
any public firms feel short in legal compliance
sting and repozting, an Auditor emphasis; and

ncrease local government costs dramatically,

This pragram already is partially privatized.

Enough private firins exist to privatize totally
thraugh campetitive aciions, The Cost Study
process will determine the true cost of delegation.
Three states have totally privatized thiis function,

o state currently outsources its data centers, Any
privatization savings would be offset by costs to
manage and monitor the ontsourced service levels.

Most states have privatized segments of this
Junction's operations; four have privatized data
processing services. The entity's claim about
increased cost may be substantiated by the cost
study. A Private Sector Suggestion.




EXHIBIT 5
{contititced)

: FUND PROGRAM . -
REF# AGENCY/PROGRAM NAME SOURCE COST FIE'S METHODOLOGY

11 Cousulting
This activity provides technical consulting services - Divestment
in information systems (IS) to all state and local
entities; recommends annual IS budget purchases
to LBO and DFA; develops and recommends state
IS policies and standards; and prepares state IS

plan.  _General $0 0.00
Federal 0 0.00

Other 2,057,419 3185

Total $2,057419 31.85

12 Capitol Telephone Operations
This activity provides telephone service to state Divestment
agencies and institutions, primarily in the Capitol
Complex and Jackson area,

General 50 0.00
Federal 0 0.00
Other 4613491 22,66

Total $4,613,491 22.66

13 Education
This program provides on-going education in data :  Divestment
processing, telecommunications, and management
through contractual instructors at the centrally
located CDPA facility in Jackson, MS.

General $0 0.00

Federal 0 0.00
Other 519,308 2,50
Tatal $519,308 2.50

14 Central Mississippi Correctional Facility ,
This facility serves as the Central Receiving and Delegation
Classification Center for the Department of 3
Corrections and incarcerates approximately 726
adult felons, which includes 498 female inmates.

General $7,158490
Federal 0
Other 587
Total $7,159,077 320,00
15 Mississippi State Penitentiary
This facility incazcerates approximately 5,781 adult Delegation
felons in Sunflower County.
General $48,610,524 1,928.00
Federal 365,375 10.0
Other 626,753 14.0
Total $49,602,652 1,952.00




AGENCY COMMENTS

FPOTENTIAL LEGAL :
PEER RESPONSE TO AGENCY

omputer system skills & knowledge; skilled
;managers who protect the state's interesf; control
ver private consultant work; a reduced
-responsiveness for small projects; and increased
:operating costs,

BARRIERS*
e state would lose valuable in-house assets of 25-53-29 " The entity's claim about increased cost may be

ubstantiated by the cost study, CDPA would

22 retain some expertise and protect the state's

Eiinterest through its qualified contract monitors for
: the consulting contracts and policymaking staff,

ower; input on public issites into the PSC; and
nsulting and system management for non-
Jackson agencies, It would increase long-distance
costs and eliminate long-range planning,.

he state would lose group buying and negotiatin

i The Cost Study may substantiate the claim abont
iincreased cost. CDPA would retain some expertise
nd protect the state's interest through its qualified
contract monitors for consulting contracts and
policymaking staff. A Private Sector Suggestion,

31-7-209, -211, & -215

The state would increase costs for courses and
student travel; have unmet training needs; lose

state instructor expertise, and resource and class

tailored training capacity, state employee priority,

size flexibility; and lack coordination of IS needs.

The entity's elaim abont increased cost may be
substantiated by the cost study. The Cost Study
rocess can address and consider the
disadvantages,

5-53-5{g} & 25-53-29{1)(

The state would lose control of daily operations,
resulting in less effective communications; have
less control of the correctional environment; be
unable to select employees; lose control of
Reception and Diagnostic Center; risk increased

The entity's claint about increased cost may be
substantiated by the cost study. The Cost Study
process can address the cited disadvantages. On-
site DOC staff will monitor contract. Six states
have privatized some or all of these types of
operations.

The state would tose control of daily operations,
resulting in less effective communications; have
ess control of the correctional environment; be

unable to select employees; risk increased costs,

The entity’s clnim abont increased cost may be
substantiated by the cost study. The Cost Study
process cant address the cited disadvantages, On-
site DOC staff will monitor contract. Six states
have privatized some or all of these types of
operations.




EXHIBIT 5

(continyed)
FUND PROGRAM . .
REF# G 0OG SQURCE CQOST ODOLOGY.
16 South Mississippi Correctional Iustitution
This facilily incarcerates approximately 750 Delegation
medium-security level adult felons in Greene
County.
- General §7,474,235
Federal 0
Other 1,050
Total $7,475,285
17 Commuity Based Services
This program provides minimum supervision of Delegation
adult offenders which are on Court probation
status, parole, or incarcerated in a local
Community Work Center.
General $4,997,889
Federal 235479
Other 638,367
Total $5,871,735
18 Medical Services
This progtam provides medical and dental care for Delegation
the approximately 8,500 plus {ncarcerated inmates.
General $7,408,663
Federal 0
Other 0
Tatal $7,408,663
19 Prison Education Services
This program provides adult basic education, adult Delegation
literacy, and vocational education courses for the
approximately 8,500 plus incarcerated inmates.
General 51,640,462
Federal 0
Other 1,069,113
Total $2,709,575
20  Transportation of Prisoners
This program provides off-grounds transportation Delegation
between state correctional facilities and from local
correctional facilities to state facilities for the
approximately 8,500 plus incarcerated inmates.
General $990,074
Federal 0
Other 0
Total $990,074




GE Cco ENT.

POTENTIAL LEGAL
BA 5*

PEER RESPONSE TO AGENCY

e state would lose control of daily operations,
sulting in less effective communications; have
ss control of the correctional environment; be

nable to select employees; risk increased costs.

The entity's claim about increased cost may be
substantiated by the cost study. The Cost Study
=i process can address the cited disadvantages. On-
“isite DOC staff will monitor contract. Six states

= have privatized some or all of these types of
operations.

The state would lose controf of daily operations,

resulting in less effective communications; have

less control of the correctional environment; be
nable to select employees; risk increased costs.

eq.

7.5.8, 26 and 47-7-1, et.

The entity's claim about increased cost may be
substantiated by the cost study, which can address
the cited disadvantages. On-site DOC staff will
monitor contract, Fight states have privatized
sone or all of these types of operations,

services,

The state would potentially lose control of medical

The Cost Study process can address the cited
disadvantage. Some services are already
privatized. On-site DOC staff will monitor
contract, Four states have privatized some or all of
these types of operations.

The state would potentially lose control of
provided educational services.

The Cost Study process can address the cited
disadvantage. Some services are already
privatized. On-site DOC staff will monitor
ontract. Tewo states have privatized some or all of
ese types of operations,

The state would potentially lose control of day-to-
day inmate transportation and lase the ability to
divert those vehicles to another function.

7-5-116

41

This action should eliminate some vehicle
purchases, On-site DOC staff will monitor
contract, Seme law enforcement jurisdictions use
private companies for interstate fransportation of
prisoners. A Private Sector Suggestion.




EXHIBIT 5
{continued)

REF# AGENCYMPROGRAM NAME

FUND

SOURCE

PROGRAM

COST

FTE'S : METHODOLOGY

21 Business Services
This activity provides financial and technical
support to new, existing, and expanding business
inside the state.

Delegation

General $576,456 3.00
Federal 240,860 700
Qther 208,650 600 :
Total $1,025,966 16.00
22 International Developtitent
This activity rectuits industry from abroad and Delegation
promotes and facilitates the sale of Mississippi
products in foreign countries,
General 51,640,573 8.00
Federal 0 0.00
Other 0 0.00
Total $1,640,573 8.00
23 National Development
This activity aftracts domestic business site Delegation
locations and expands the state's existing base of
business,
General $1,035,207
Federal 0
Other 0
Total $1,035,207
2§  State Port at Gulfport
This deep water general cargo port operates and Delegation/
maintains warehouses, plers, bulkheads, channels, Diveastment
waterways, harbors, anchorages, services, and
equipment. It is one of only five container cargo
ports in the Gulf, and one of eighty U.S. ports.
General §0
Federal 0
Other 3,761,967
Total $3,761,967
25 State Port af Yellow Creck
This port operation provides customers the use of Delegation/
cheaper water transportation and encourages Divestment
industry to tocate in the area through the
development of industrial sites on state-owned
land in Northeast Mississippi.
General 50
Pederal 0
Other 547,772
Total $547,772




POTENTIAL LEGAL

private company may not equally achieve the
gislated application of financial program

- guidelines compliance; will lose area expertise; an
‘may have coordination problems with other agency:
ffices which support the work with in-state

The Cost Study can address the cited
disadvantages. This action should eliminate sone
vehicle purchases. On-site staff will monitor the
contractor,

7-1-1 & 57-10-1, et. seq.

¥ithout overt governmental support, the state ma
veaken our representation abroad and will lose
ca expertise, The uncertainty in the budget
rocess would make contracting erratic and hurt
he long range effort, No state has contracted this
unction,

57-65-1, et. seq.

The state can handle the budgetary disadvantage.
: On-site staff monitors will provide some area

ontracting is used on case-by-case basis,
However, uncertainty of the budget process will
make contracting erratic and hurt the long-range

unction. Ne state has totally privatized this.

ffort. Complete contracting will increase cost of

The Cost Study can address the disadvantages and
will determine the validity of any increased cost.

No major disadvantages exist. A firm may have
difficulty managing state incentive programs at the
port, It gets no general fund operational dollars.
The bond indebtedness must be resolved. The
state is spending $20 miltion to deepen the

9-5-1,-11, -21 & -69

The Cost Study can address the cited
disadvantages. From FY 1948-91, the state
provided $4,434,500 in Ceneral Funds to pay the
port's annual debt service in oxder to allow the
operations to fund a maintenance and repair
program for the facilities.

No major disadvantages exist. A firm may have
difficulty managing state incentive programs. It
gets no general fund operational doltars, The bond
indebtedness must be resolved. It receives a large
amount of Tennessee Valley Autherity funds.

The Cost Study can address the cifed
disadvantages. The ultimate question for the
privatization decision may be the value of any lost
Tennessee Valley Authority funding versus any
operational savings.




EXHIBIT 5
(continned)

i FUND PROGRAM
REF# AGENCY/PROGRAM NAME SOURCE COsST 'S

26  Tourisin Development
This activity promotes Mississippl as a business
and leisure travel destination.

Delegation

- General $832,131 11.0¢
Federal 0 0.00
Other 0 0.00

Total $832,131 11.08

27 Welcome Centers
This activity staffs and operates nine travel
information centers located on interstate highways
and other major entry poiuts into the state.

Delegation

General $1,262,781 42,00
Federal 1] 0.00
Other 1] 0.00
$1,262,781

Cafeteria Management (Local School Districts)
The management of the local school district's food
service program including the USDA school lunch,
breakfast, and donated food item programs.

General $1,226,603 0.00

Federal 71,866,819 5,080.00 ==
Other 0 0.00 33

Total §73,003,422 5,080.00

29  Public School Building Fund Management
This activity administers the Public School
Building Fund, which assists school districts in
defraying the cost of capital improvements, and
gathers statistical data on school facilities,

Delegation

General $127,063 3.50
Federal 0 0.00
Other 0 0.00

Total $127,063 3.50

30 Pupil Transportation (Local School Districts)
The management of the local school districts'
student transportation program including
equipment, maintenance, management, and

Delegation

personnel,
General $36,613,522 2,314.95
Federal i} 0.00
Other 32,218,324 2,037.05
Total $68,831,846 4,352.00




POTENTIAL LEGAL

AGENCY COMMENTS BARRIERS®

PEER RESPONSE TO AGENCY

Some services are already privatized, but its total
privatization is risky, given the uncertainty of the |
budget allocations to this program. Due to the low

tate salary schedule, privatization could increase

7-29-1 et. seq. The state can address the cited disadvantage, The
i Cost Study will determine if privatization will
i produce operational savings, Four states have

&% privatized this pragram,

he program cost,

This service can be privatized given the right

ersonnel are paid low wages, thus privatization
ould increase the program cost. The
ransportation Department maintains the
uildings and grounds,

: 5-31-1, et. seq.

raining and performance needs. Welcome Center |

e state can address the cited disadvantage. The
Cost Study will determine if privatization will
produce operational savings. One state has
privatized this program.

ederal regs require districts to formulate policy:
nsure policy adherence; control program assets;
eport to the state; and certify meal counts. They
ust pay any food cost exceeding the allocated
ederal funds and may lose meal planning
flexibility.,

The Cost Study can address the cited disadvantage.

he state will lose expertise in school and support
acility needs, Due to low state wages,
rivatization will most Iikely not produce any
avings. It could remove the decisionmaking
rocess from the appropriate agency (SDE).

: The Cost Study can address the cited disadvantage
and will answer the question about any cost
savings. SDE will monitor the contractor.

rivatization will probably increase operational
ast due to profit motive and the very low cost of
our current operation relative to other states. It
ay create accountability problems for employee
Hons which affect students and property.

The Cost Study can address the cited disadvantage
and will answer the question about any cosé




" REF# (e oG SOURCE COST ' FTE'S

EXHIBIT 5
(continued)

FUND  PROGRAM

31 Radio Broadcasting Management & Operations
This activity provides statewide radio Delegation
programming of informational services and
cultural, social, and educational programs, Italso
broadcasts the.Radio Reading Service for printed
material for the blind and print-impaired '

residents. General $950,832 27.65
Federal 0 0.00

Other 214,516 0.00

Total $1,165,348 27.65

32 Television Broadcasting Managetment & Operations
This activity breadcasts instructional programs for Delegation
elementary school students, secondary school
students, continuing college education, teacher
certification, vocational education, career
education, and many facets of aduit and cultural

enrichment, General $3,968472 111.75
Pederal 1,600,750 0.00
Other 1,215,590 2400

Total $6,784,812 113.75

33 Federal Surplus Property Management
This activity acquires federal government surplus Delegation
property and makes it available to various non-
profit organizations, tax exempt health and
educational institutions, other state agencies, and
local governments at a cost below the acquisition

fee. General $0 0.00
Federal 0 0.0
Other 583,211 19.00

Total $583,211

34 Management & Operations
This activity provides for the maintenance and Delegation
operation of the official residence of the Governor,
including its grounds, historical areas, and living

quarters,
General $438,001
Federal 0
Other 4,800
Total $442,801




POTENTIAL LEGAL
BARRIERS*

PEER RESPONSE TO AGENC

privatized operation will be inefficient due to
¢ loss of efficlencies in the state-wide system;
potentially more costly; deprive the public of state
xpettise in production & technical areas;and . -

eprive the public of an accountable state agency.

37-63-1 & -13, Federal

¢ Cost Study can address the cited disadvantage
Communication

and will answer the question about any cost
avings. On-site staff monitors will provide some
state expertise. The superior efficiency claim over
he private sector may not have merit.

privatized operation will be inefficient due to
2% the loss of efficiencies in the state-wide system;
otentially more costly; deprive the public of state
xpertise in production & technical areas; and

eprive the public of an accountable state agency.

37-63-1 & -13, Federal
Communication
Commission
Reguirements

e Cost Study can address the cited disadvantage
nd will answer the question about any cost
avings, On-site staff monitors will provide some
tate expertise. The superlor efficiency clain over
fie private sector may not have merit,

Privatization will remove the system of one state
gency assisting ail others to procure items at a
raction of the cost if it were purchased through a
private firm. Itwill also increase the item cost to
‘the activity's eligible clients.

31-9-1, et. seq., FPMR 101-

he Cost Study can address the cited
44.001-14

isadvantages. An on-site staff manitor will
rovide some state expertise, Five states have
rivatized this function.

rivatization will hamper the Governor's ability t
control the day-to-day eperations. He must have

the flexibility of placing personnel in the mansion :
hat he can trust to perform the various facility

disadvantages. An on-site staff monitor can ensure
the contractor meets herlhis established
performance requirements. This function meels the
requirements for a privatizated operation.

47




EXHIBIT 5

(continned)
FUND
REF# AGE ROGRA AM SOURCE

s

PROGRAM

COsT

35  Management & Operations
This activity develops, maintains, and preserves
the historical buildings and artifacts of two
hundred years of Mississippi history. Italso
operates a camping facility of bwenty-two camp
sites.

General

Federal

Other
Total

§75,314

0
46,364

Divestment

$121,678

Hoine Health Program
This program serves eligible homebound patients
with skilled nursing and other health needs
according to physicians' orders for each individual
patient.

Divestment

General $0 0.00
Federal 13,643,151 370.00
Other 2,936,205 80.00
Total $16,579,356 450.00
37  Vital Records' Operations & Management
This activity stores and maintains the birth, death, Delegation
and other selected vital state records. Upon
request of the publi, it provides certified copies of
these records at a reasonable cost.
General $30,904 1.80
Federal 27,357 1.60
Other 1,309,930 7246
Total $1,368,191 75.86
38 WIC Program
This supplemental feeding program provides food Delegation
and nutritional education to eligible women,
infants, and children.
General $179,654 6.85
Federal 40,085,196 265.03
Other 344,147 13,12
Total $40,608,997 285.00

All Engineering Desigu
This activity accomplishes the design work for all
interstate and state highway construction,
maintenance, and repair projects through contract
consultants and state employees,

General

Federal

Other
Total

Delegation

50 0.00
4,976,756 85.50
4,976,756 85.50

$9,953,512 171.00




POTENTIAL LEGAL
BARRIERS*

uffictency, The only realistic alternative to the
urrent operation is local government control,
vhich would probably beits death knell.

This five-person operation is moving toward self-

55-15-21 thru -31

: This park is primarily a local interest aperation

swwhich is primarily used as a campground and

Zipienic area, Due to its low operaking cost, the

i county should be able to fund it through the
existing Fax base or user fees.

rivatization will require divestiture since state
aw does not allew contracting out, Divestiture
equires the removal of the moratorium and
ertificate of Need requirements. Some indigent
atients in rural areas may not xeceive services.

41-7-173, Numerous Stat
& Federal Laws &

Regulations

The Cost Study can address the cited patient
service disadvantage if the Legislature removes the
contracting out prohibition for this program.

e conttracted or franchised as long as the state
etains ownership, content responsibility, and use

ate which some citizens could not afford,

he operation and management of this activity can ;

f the records. Potentially the fees could be setata

41-57-1, et, seq.

The Cost Study can address the cited
disadvantages. An on-site staff monitor will
provide some state expertise, This function meets
all the requirements for a privatized operation.

This action will increase program cost by $6.8
Wltion annually according to comparative study
ith other states which use a voucher system.
hese states have a higher cost although their
articipation levels are lower than Mississippi's.

The Cost Study may validate the agency claims of
the current operation being the Most Efficient
Organization for the program. This function meets
all the requivements for a privatized operation,

This action can cause cost containment problems;
ss of in-house project development time; DOT
coordination problems; incompatible project
criteria with private sector capabilities; no single
budgeting source for consultants; and a number of
monitors,

The Cost Study will address the cited
disadvantages. On-site staff monitors will provide
the state expertise, Three states have privatized
this function.




EXHIBIT 5
(continued)

FUND PROGRAM

REF# AGENCY/TROGRAM NAME SOURCE COST FI E 'S : METHODOLOGY

40 Litter Prevention
This activity develops and implements a
comprehensive statewide program of litter
prevention through a contract with Keep
Mississippi Beautiful, Inec.

Delegation

General $0
- Federal 0
Other 698,575 3200
Total £698,575 32.00
41  Maintenance
This activity maintains all highways placed on the Delegation
state-maintained system on an established
schedule basis and on an as-needed basis.
General S0
Federal 0
Other 75,067,514 1,238.00
Total $75,067,514 1,238.00
42 Map Sales
This activity produces maps and electronic media Delegation
{disks) for the state and also sells to the general
public through a sales office.
General $0
Federal 27,888
Other 11,953
Total £39,841
43 Mowing
This activity maintains the state highway rights-of- Delegation
way and the grounds of the state's Welcome
Centers.
General S0
Federal 0
Other 4,201,327
Total £4,201,327
44  Railroad Inspection Program
This activity enforces and investigates railroad Deregulation
company violations of laws, regulations, and PSC
orders. Inspects all railroad equipment, track,
roadbed, bridges, trestles, rights-of-way, speed of
traing, blocking of right-of-way and facilities.
General $0
Federal 0
Other 189,372
Total $189,372
45 Road Striping
This activity maintains all highways placed on the Delegation
state-maintained system on an established
schedule basis and on an as-needed basis.
General 50
Federal 0
Other 1,396,218
Total $1,396,218

80




POTENTIAL LEGAL

GE co E BARRIERS*

This action will increase costs since this program is:::None

a secondary work function, DOT will experience
difficulties in measuring work performance,
developing work performance standards, and
establishing a method of payment.

PEER RESPONSE TO AGENCY

The Cost Study will address the cited

isadvantages and will answer the questions abont
iscal impact and the anticipated prablems with
ork performance and method of payment,

The state lacks available contractors with required
functional resources plus emergency response
ability. DOT would have problems developing
performance standards; it needs complex
manitoring system; could have recovery problems
in contract defaults.

CFR 625 thru 640

5-1-8 & --65, U.S. Title
3-109 & FHWA Regs - 23

his action could potentially increase public cost
or maps while the state would continue to
rodice maps for internal use and general public
quests under the State Open Records Act. The
urrent operational revenues pay for sales office
bor.

.Open Records Law,
TPossibly Federal Freedo
of Information Act

The Cost Study will address the cited

isadvantages and will answer the questions about
iscal impact and the anticipated problems with
work performance and method of payment,

The Cost Study will nddress the cited
disadvantages and will answer the questions about
the fiscal impact. Any contractor could produce the
maps for DOT internal use and public requests
under the State Open Records Act.

The state lacks contractors to handle state needs ane

1d to meet existing response time. It will create
ome coordination probiems with herbicide and
vildflower programs; probably increase mowing
asts per acre; and increase claim problems.

¢ Cost Study will address the cited

isadvantages and will answer the questions about
antractor availability, fiscal impact and the
anticipated problem with measuring work

: performance,

7-1-23 & 77-9-493
nspection progtam is currently making changes in
order to comply with 1990 GAO suggestions. The
state should continue its program to help the FRA
and avold increased cost to the railroads.

wo PEER reports about this safety inspection
rograns found the state failed to operate an
ffective safety inspection program and was staffed
ith unqualified, improperly trained personnel.

he FRA program will be an impravement.

Privatization will increase response time for None

normal work needs and abnormal emergencies an
create some coordination difficulties in striping
sections which fhie state overlaid, especially in
emergencies.

51

iscal impact and the anticipated problems with
wark performance. A Private Sector Suggestion.




EXHIBIT 5

(continned)
FUND PROGRAM ) :
REF# GENCY/TROGR A SOURC COST FTE'S = METHODOLOGY
46  Sign Shop
This activity preduces all required signs for all Delegation
interstate and state highways which are lacated in
Mississippi.
General $0 0.00 &
Federal 0 0.00 &
Other 1,470,941 14.50 3
Total $1,470,941 14.50

47 Columbia Youth Training School Operation

This activity provides counselfing, rehabilitation,
{raining, and treatment of juveniles who have been

committed to it for institutional care,

Delegation

General $3,252,499 122.00
Pederal 331,720 2.00
Other 35,368 1.00 3
Yotal $3,619,587 125.00
48  Oakley Youth Training School Operation
This activity provides counselling, rehabilitation, Delegation
training, and treatment of juveniles who have been
committed to it for institutional care,
General $3,046,119 113.80
Pederal 484,749 2.00
Other 71,565 0.00
Total $3,602,433 120.80
49  Elgibility Determination
This activity determines eligibility and processes Delegation
payments for three federally funded individual
grant programs. It also determines individual
eligibility for the state Medicaid and Expanded
Medicaid programs.
General $13,186,081 484.62
Federal 11,777,193 436.13
Other 1,803,074 70.70
Total $26,766,348 99145
50  Employment & Training: Instruction
This activity assists food stamp recipients in Delegation
obtaining the necessary employability education
or training through Job Search Training,
Independent Job Search, Workfare, or referrals to
the JTPA federal programs or General Equivalency
Degree program. General 5286,‘i90 1247
Federal 1,818,026 91.53
Other 14,359 0,00
Tatal $2,118,585 104.00

52




POTENTIAL LEGAL
BARRIERS*

GENCY CO PEER RESPONSE TO AGENCY

The MDOT annual cost is competitive with private
sector, i.e., §17,600 more per year based on its
annual workload. Privatization will probably
educe responsiveness, flexibility, and sensitivity
o traffic controt and safety needs, thus affecting

The Cost Study will address the cited

isadvantages and will answer the questions about
ctual fiscal impact and the anticipated problem
ith safety-related items. A Private Sector
uggestion,

The agency will lose direct operational conkrol and
may experience coordination problems during

uvenile releases. Contractor personnel must be on
uty seven days a week, around the clock.

3-21-261, "Morgan vs
proat No. J75-21 (N),
1.8, District Court,

Jackson, MS, 4-18-77"

e Cost Study will address the cited

isadvantages and will answer the questions about
sany ackual cost savings, Four states have

rivatized this function,

3-21-261, "Federal 5 The Cost S tudy will address the cited

egulations 7-CFR-210, - 3 disadvantages and will answer the questions abont

220, -245, & -250" iarly actunl cost snvings, Four states have
 privatized this function,

The agency will lose direct operational control an
may experience coordination problems during
juvenile releases, Contractor personnel must be o
duty seven days a week, around the clock,

This action may cause the loss of federal funds an
he statewide on-line MAVERICKS system which
rterfaces and supports the Child Support and

OBS programs. A firm's cost for such a system

3-17-1, et. seq., "FPederal
egulations 45-CFR-235
271,-272,-276, & 277"

The Cost Study will address the cited
isadvantages and actual cost savings., The State
could provide MAVERICKS to a contractor as
govermment-furnished equipment or sell it to the
firm. Oune state has privatized this function.

e agency contracts all training courses except its i The Cost Study will address the cited

n-house Job Skills Training for food stamp
articipants, Neither this training nor teaching
xpertise is always available in the private sector,

disadvantages and will answer the questions about
training availability in the private sector and any
actual cost savings. The federal Job Training
Partnership Act has contracted this training in the
state.




EXHIBIT 5
(continued)

FUND PROGRAM .
REF# AGENCY/PROGRAM NAME SOURCE COosT FTE'S METHOQDOLOGY

51  JOBS Program
This activity alds recipients of Aid To Families
with Dependent Children to become self-sufficient
through access to employability education and
training activities.

Delegation

General $1,925,393 4.00
Federal 6,577,501 15.00
Other 0 0.00

Total 8,502,894 19.00 ;

Student Financial Aid - Loan Granting Operation
This activity provides the administrative support
services necessary to make financial assistance
available to eligible students.

Divestment

General $2,018,178

Pederal 680,378 0.00

Other 129,240 0.00
Total $2,827,796 8.00

53  IHL University Research Center - MARIS Operation

This activity manages and operates the MARIS Divestment
Geograpliic Information System.

General $296,072 12.05

Pederal 0 0.00

Other 0 0.00

Total $295,072 12.05

s¢  IHL University Research Center - MARIS Geagraphic Informnation System

Divestment

This activity develops and maintains up-lo-date
geographic information services and image
processing capabilities for state agency use,

General $0 0.00
Federal 0 0.00
Other 101,923 0.00

Total $101,923 0.00

Fish Hatcheries
This activity operates three hatcheries for the
pirpose of supporting specific aquaculture
research projects. Excess products in limited
quantities are sold to the general publicat the
prevailing price or to public agencies at no cost if

Delegation

warranted. General S0 0,00
Federal 0 0.00

Other 0 0.90

Total &0 0.00
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POTENTIAL LEGAL : ;
BARRIERS* i PEER RESPONSE TO AGENCY

AGENCY COMMENTS

The Cost Study can address the cited
disadvantages. On-site full time staff monitors
an ensure the contractor(s) meek their established
erformance requirements. This administrative
nction meets the requirements for privatization.

Regulations in Federal 3
Register/Volume 54, No. :
97/Friday, 10-13-89, para :
50.10, "Regulations in
ederal Register/Volume :
4, No, 197/Friday, 10-13- ;
9, para 250,10" :

This program has contracied its case management
services since its inception. The agency provides
an in-house staff to provide technical assistance
and to meet federal reporting requirements. It has
experienced major problems with its contractors.

i The Cost Study can address the cited disadvantages
nd determine if it will increase cost and reduce
vailable funds for student loans, This
dutinistrative function meets the requirements for
rivatization. New Jersey has privatized this

his action is ineffictent: it decentralizes the
dministration and management of the service;
uplicates service delivery and personnel;
creases cost due to IHL currently absorbing
verhead cost; and would be less tailored to the
niversities' needs.

i The Cost Study can address the cited
{disadvantages. This administrative Junction meets
: the requirements for privatization,

:Unidentified Pederal
:Grant Regulations

i3 action increases the cost; creates very difﬁcult,g
not impossible, coordination problems; requires ;
he abnormal sharing of information among
rivate firms; and could possibly create
ystem/software configuration compatibility
roblems.

The Cost Study can address the cited
disadvantages, This administrative function meets
the requirements for privatization,

Unidentified Federal
Grant Regulations

This action increases the cost; creates very difficul
if not impossible, coordination problems; requires
the abnormal sharing of information ameng
private firms; and could possibly create

system/software configuration compatibility
:problems.

he Cost Study will address the cited

isadvantages and will answer the questions about
he facility availability in the private sector and
ny actual cost savings,

inancial data not available since staff hours are
located to multiple projects, as well as teaching
nd performing non-related functions. The
acilities and staff personnel are highly specialized
nd do not duplicate private sector facilities.




EXHIBIT 5

(continued)
FUND PROGRAM _
REF# GE OGRA SOURCE COST FTE'S
56  Art & Layout Design
This activity provides design services for MAFES' Delegation
and other clients' publications.
General $166,916 4.20
Federal 0 0.00
Other 113,728 1.80
Total $280,644 6.00
s7  Crop Modeling Programt
This research activity provides computer modeling Delegation
reaults for clients who are trying to determine the
expected yield of a specific crop planting under the
existing conditions.
General 536,343 0.57
Federal 10,022 0.20
Other 140,850 2.88
Total $187,215 3.65
58  Money Management Centers
This activity provides basic and advanced Delegation
financial planning counseling to Mississippi
families. It also provides group educational
programs fo small business personnel, charitable
organization members and clients, school students,
and general public. General 50,875
Federal 207,558
Other 0
Total $258,433
59  Photographic Services
This activity provides agricultural photographic Delegation
services to MAFES personnel at the state, area, and
county levels.
General $100,925
Federal 0
Other 53,923
Total $154,848
60  Soil Testing Lab
This activity operatesa fertilizer labaoratory which Delegation
serves as an informal referee for private laboratory
recommendations, a technical resource for
researchers, and a performer of farm
demonstrations and technology transfer of new
management methods. General $125,538
Federal 2,180
Other 115,205
Total $242,923




AGENCY COMMENTS

POTENTIAL LEGAL

PEER RESPONSE TO AGENCY

Since some in-house services are not available,
easily accessible, or produced efficiently in the
local area, they would have to be purchased from

larger cities, It would require better staff planning
te meet deadlines and could increase costs.

e Cost Study will address the cited

isadvantages and will answer the guestions about
e services availability in the private sector,
sponse Hmes, and any actual cost savings.

This research program provides valuable data for
development and improvement of the computer
program. Approximately two years ago, a private
group determined this program is currently not
stable enough to utilize in a commercial mode.

The Cost Study will address the cited
disadvantages and will give a curvent answer the
guestions about the commercial viability of this
program.

The average state family will lose objective
counseling centers and inexpensive financial
planning advice, Tt will reduce the small number

educational programs.

of planners who provide basic money management?:
and education plus increase the cost of group &

e Cost Study will address the cited

isadvantages and will determine any cost snvings
through privatization, The proposed delegation of
these centers will not eliminnte them but merely
ake thent confractor-operated centers,

This action will negatively impact quality control;
timeliness of development process or photography
shooY; and increase costs for other MSU clients.
Photographers with agriculture knowledge are
“scarce, Some services are not available in-state.

The Cost Study will address the cited
disndvnntages and will determine any cost savings
through privatization and the availability of the
reqitived services in the private sector.

This action will eliminate the state's unbiased
source for fertilizer recommendations for private
labs; reduce development of new technelogy;
eliminate "en farm" and technology transfer of nev
management techniques; and limit soil testing

The Cost Study will address the cited
disadvantages and will determine any cost savings
through privatization. The proposed delegation of
this laboratory will not eliminate it but merely
make it a contractor-operated facility.




EXHIBIT 5
(continued)

FUND TPROGRAM
REF# AGE ROGR SOURCE COST FTE'S

61 Forest Product Utilization Laboratory (Research & Teaching}
This activity conducts research and technology Divestment
transfer on the properties and uses of wood and on
methods of converting wood to useful purposes.

General $2,102,725
Federal 76,000
Other 30,000
Total $2,208,725 57.20

62 Boswell Regional Center (Tustitutional Services)
This institution provides comprehensive medical, Delegation
educational, and recreational services for
approximately 250 mentally retarded residents.
The goal of this treatment is to give these
individuals the skills to live in the least restrictive

eavironment. General $4,494,608 195.65
Federal 0

Other 3,668,959 169.75

Total $8,163,567 36540

63 Ellisville State School (Institutional Services)
This institution provides long-term residential care Delegation
for approximately 600 mentally retarded residents.
The services include dental, educational, medical,
occupational, psychological, recreational, social,
various therapies, and vocational.

General $5,894,714 283,10

Federal 134,359
Other 19,709,861 955.29
Total $25,738,934 1,244.24

64 Hudspeth Regional Center (Iustitutional Services)
“This institution provides direct care treatment and Delegation
habilitation training to approximately 295
profoundly severe mentally retarded residents
who need continual care and supervision to meet
their daily living needs and maintain life support

functions. General $2,994,536
Federal 64417
Other 9,242,168

Total $12,301,121

65 North Mississippi Regional Center (Institutional Services)
This institution provides therapeutic and medical Delegation
care and treatment for approximately 265 mentally
retarded residents wlo reside in the twenty-three
northern counties of the state.

General $2,689,975
Pederal 84,755
Other 8,055,186

Total $10,829,916




POTENTIAL LEGAL

BARRIERS* PEER RESPONSE TO AGENCY

This action would require abolishment of the
Depattment of Forest Products at MSU; cost
ignificant economic benefits of the lab's research
and service work; and cogt approximately $2.5
million in federal and private sector grants.

57-17-1 & 57-17-5

The Cost Study will address the cited
disadvantages and will determine any cost savings
through privatization. The university may be
correct abowt the loss of federal funds, but it offered
no anthority for its statesment.

This action can override the delivery of quality of
patient care; impact patient care continuity by staff
with the required skills; cause a loss of flexibility
n managing budget and services; and jeopardize
some cooperative agreements.

The Cost Study will address the cited
isadvantages and determine any cost savings,
n-site monitors will ensure that the contractor(s)
neet their performance standards. Fourteen states
ave privatized facility management and other
ndividual services.

1-19-1, et. seq.,
nidentified Pederal &
tate Regulations

This action can override the delivery of quality of
patient care; impact patient care continulty by staff
with the required skills; cause a loss of flexibility
in managing budget and services; and jeopardize
some cooperative agreements,

he Cost Study will address the cited
isadvantages and determine any cost savings.
O-site monitors will ensure that the contractor(s)
neet their performance standards. Fourteen states
ave privatized facility managentent and other
ndividual services.

1-18-1, et. seq.

This action can override the delivery of quality of
patient care; impact patient care continuity by staff
with the required skills; cause a loss of flexibility
in managing budget and services; and jeopardize
some cooperative agreements.

:41-19-1, et. seq.

The Cost Study will address the cited
disadvantages and determine any cost savings,
Oun-site monitors will ensure that the contractor(s)
neet their performance standards. Fourteen stales
have privatized facility management and other
individual services,

This action can override the delivery of quality of
atient care; impact patient care continuity by staff
ith the required skills; cause a loss of flexibility
1 managing budget and services; and jeopardize
ome cooperative agreements.

The Cost Study will address the cited
disadvantages and determine any cost savings.
On-site monitors will ensire that the contractor(s)
meek their performance standards. Fourteen states
have privatized facility management and other
individual services.

41-19-1, et. seq.




EXHIBIT 5

{continued)
FUND FROGRAM
REF# AGENCY/TROGRAM NAME . SOURC COST FTE'S
66  South Mississippi Reglonal Center (Institutional Services)
This {nstitution provides therapeutic and medical ) Delegation
care and treatment to mentally retarded who reside
in the southern counties of the state.
General §1,440,258 77.07
Federal 26,190 0.00
Other 4,037,759 153,72
Total $5,504,207 230.79
67 East Mississippi State Hospital (Institutional Services)
This institution provides therapeutic, medical, and Delegation
psychiatric social rehabilitative care and treatment
for the mentally ill citizens who reside in the
eastern section of the state.
General $14,474,657 520.90
Federal 0 0.00
Other 3,622,855 129.00
Total $18,097,512 649.90
68  Mississippi State Hospital (Institutional Services)
This institution provides in-patient psychiatric Delegation
services to citizens over eighteen years of age who
reside in iis ten assigned community mental health
regions. Italso operatesa chemical dependeacy
unit and the statewide forensic service facility.
Genetal $38,563,644 1,694.10
Federal 127,081 220
Other 13,226,733 315.00
Total $51,917,458 2,011.30
69 Farm Operations @ Ellisville State School
This activity provides beef and pork for the Delegation
residents of Ellisville Slate School and Boswell
Retardation Center. It aperates on state-owned
tand at Ellisville.
General $127,203
Federal 0 .
Other 188,672 0.14 :
Total $315,875 4.30
70  Test Administration
This activity conducts the testing program for state Delegation
employment at eighteen statewide test sites
through the use of contractual test monitors, a
computer-assisted typing tesf, an automated test
scheduling system, and immediate walk-in testing,
General 50 ¢.00
¥ederal o 0.00
Other 122,973 418
Total $122,973 418




AGENCY COMMENTS

POTENTIAL LEGAL
BARRIERS*

PEER RESPONSETO AGENCY

Wis action can override the detivery of quality of
atient care; impact patient care continuity by staff
with the required skills; cause a loss of flexibility
managing budget and services; and jeopardize
some cooperative agreements,

1-19-1, et. seq.

he Cost Study will address the cited
isadoantages and determine any cost savings.
n-site monitors will ensure that the contractor(s)
tneet theiv performance standards, Fourteen states
have privatized facility management and other
idividual services,

:This action can override the delivery of qualily of
patient care; impact patient care continuity by staff
with the required skills; cause a loss of flexibility
in managing budget and services; and jeopardize
some cooperative agreements.

1-17-1, et. seq.

e Cost Study will address the cited
disadvantages and determine any cost savings.
On-site monitors will ensure that the contractor(s)
meet their performance standards, Fourteen states
ave privatized facility management and other
wdividual services,

This action can averride the delivery of quality of
patient care; impact patient care continuity by staff
with the required skills; cause a loss of flexibility
in managing budget and services; and jeopardize
some cooperative agreements.

1-17-1, et, seq.

e Cost Study will address the cited
disadvantages and determine any cost savings.
On-site monitors will ensure that the contractor(s)
mneet their performance standards. Fourteen states
have privatized facility management and other
idividual services.

This action will increase food service costs since
the farm provides beef and pork to the school's
operation, It wiil also reduce the quality of meat
products served to the patients and staff,

This operation is in divect contpetition with the
private sector, If it is such a good idea, why are the
ather five institutions wot supported in the same
way? The Cost Study will determiine if it is cost
effective relative to the private sector.

This action will increase costs since the institutions
of higher learning and communily colleges provid
:sixteen of the eighteen test sites at no cost. Itwill
‘also add time to the testing cycle,

5-1-100

61

The Cost Study will determine the validity of the
cited disadvantages and will answer the questions
about the testing cycle time and any actual cost
increases,




EXHIBIT 5

(continued)
: FUND TPROGRAM
REF# GENCY, M SOURCE COST ETE'S
71 Training

This activity oversees the State's Employee

Performance Appraisal System and assists state

agencies in improving the productivity,

effectiveness, and efficlency of state employees

through the coecrdination & provision of training

and development programs. General $0 000
Federal 0 0.00
Other 278,892 5.00

Total $278,892 5.00

Crime Laboratory
This activity supplies the law enforcement
community and the judicial systems of Mississippi
with a complete Forensic Sclence Laboratory.

Delegation

General $489,380 12.00
Federal a 0.00
Other 0 0.00
Total $489.380 12.00
73 Drivers’ License Issuasice
This activity manages and operates the issuance Drelegation
and revocation of drivers' licenses for state
citizens.
General $3,559,936 118.00
Federat ¢ 0.0
Other 0 0.00 ;
Totel $3,559,936 118.00 :
74  Law Enforcement Training Academy - Support Services
This activity provides the training and training Drelegation
facilities for state, county, and municipal law
enforcement agencies in Mississippl. General $404,226
Federal 0
LBO Data Other 607,357
Total $1,011,583
75  Medical Examiuer
This activity provides comprehensive statewide Delagation
forensic medicine services and expertise for death
investigations in the state,
General §224 851 4.0
Federal 0 0.0
Other 30,661 0.0
Total $255512 4.00




POTENTIAL LEGAL

AGENCY COMMENTS BARRIERS*

PEER RESPONSE TO AGENCY

This acHon will eliminate a cost-effective public 5-9-103

and private partmership for the existing program;
the CP'M course; technical assistance benefits to
other agencies from SPB staff; and on-site training
at cost, It will increase course fees or class size.

e Cost Study will determine the validity of the
ited disadvantages and any actual cost increases.

is acHon will eliminate the only state lab with
e eight required forensic disciplines and force
gencies to split their evidence in multiple
diseipline cases among several labs, some out-of-
“:state. Quality assurance and control will be
questionable.

5-1-25, -27,-29, and -31

‘The Cost Study will determine the validity,
ompetitive markef, and cost effectiveness of this
etion. The private sector suggested this action.

his action creates an operation which is not
overned by state policies and procedures;
resents fraud opportunities; and staffed with
nmoltivated people to filter out or deny

appropriate applicants, The courts prefer
niformed officers for hearings.

63-1-11, -13, -21, and -45

The Cost Study will determine the validity and cost
ffectiveness of this action. On-site monitors will
nsitve that the contractor(s) meet their
erformance standards, New Jersey has privatized

iis function.

o Response to Second PEER Survey 45-5-1 thra -17

S PEER could not respond since the agency did not
eburn the second survey before the publication

22 deadline.

ris action will eliminate state control over death
nvestigations and certifications; medicolegal
utopsies; and forensic training which is currently
rovided to designated pathologist and
oroners/medical examiners of the counties,

41-61-55

fe Cost Study will determine the validity and cost
ffectiveness of this action, On-site monitors will
nsure that the contractor(s) meet their

erformance standards. The private seclor

uggested this actios.




EXHIBIT 5
(conutinued)

FUND FROGRAM
REF# AGENCY/PROGRAM NAME SOURCE COST

76  Corporations Division
This activity acts as a filing agent for qualified Delegation
Mississippi domestic and foreign corporations and
limited partnerships and as the offictal depository
of all corporate filings under the Mississippi -

Business Corporation Act. General 50
Pederal 0

Other 597 438

Total $597,438

77 Documents Division
This activity compiles official documents Delegation
including Senate and House Journals, General
Laws, Advance Sheets, Mississippi Code
Supplements, Elected Official Directory, Senate
and House Bills, Blue Book, Southern Reporter,

and Uniform Commercial Code. General 50
Federal 0

Other 1,240,757

Total $11240:757

98  Public Lands Division
This activity maintains all records of real property Delegation
belonging to of under the control of the state. :

General s0
Federal 0
QOther 622,976

Total £622,976

79  Operational Functions and Support Services
This activity provides an-site training and Delegation
education for career fire departments and
industrial fire brigades at its academy. It aiso
provides on-going statewide itinerant training and
certification of volunteers and small town fire

departments. General 50
Federal 0

Qther 1,581,030

Total $1,581,030

80  Bond Servicing Function
This activity receives, invests, and maintains the Delegation
monies of the state.

General $279,839 8.00
Federal 0 0.00
Other 133,587 0.00

Total $413,426 8.00




POTENTIAL LEGAL
BARRIERS*

AGENCY COMMENTS PEER RESPONSE TO AGENCY

£5The Cost Study will determine the validity and cost
22 effectiveness of this action,

he agency saw no disadvantages to privatizing
his function and noted that it had generated more
han $1,100,000 in excess revenues for the state in
Y 1992,

The Cost Study will detersine the validity and cost
ffectiveness of this action.

he agency saw no disadvantages to privatizing 3-71 & 7-11-6
his function and noted that it had generated more §

han §1,100,000 in excess revenues for the state in

7-3-71 & 7-11-6 The Cost Study will determine the validity and cost

effectiveness of this action,

he agency saw no disadvantages to privatizing
his function and noted that it had generated more
han $1,100,000 in excess revenues for the state in

The Cost Study will determiine the validity and cost
effectiveness of this action. This administrative
function meets the privatization criteria,

he site and semi-private itinerant training
rograms are currently done on a non-profit basis,
he on-site facility has been constructed and
aintained to offer the best equipmentand
acilities for firefighter training.

7-9-29 and 27-105-5 The Cost Study will determine the validity and cost
effectiveness of this action. On-site monitors will

: ensure that the contractor(s) meet theiy
 performance standards. This administrative
fusction meels the privatization criteria.

his action eliminates the central office which
‘coordinates and controls the payment of the states
ebt; collects and monitors loan receivables; serves
s a bond issuing activity for other entities; and
safeguards and releases debt collateral.

R




EXHIBIT 5

(continued)
FUND  PFROGRAM _
REF#  AGENCY/PROGRAM NAME SOURCE COST FTE'S METHODOLOGY
81 Cash Management Function

This activity performs the accounting Delegation
responsibilities related to bond issues of the state
and the timely payment of bonds, interest, and
coupons. Italso monitors the securities pledged as
collateral for the investments of the state,

General $198,596 6.00

Federal Y 0.00

Other 94,804 0.00

Total

$293,400

Fish Hatcherles
This activity prevides sufficient numbers and
types of fish needed to stock the public waters of
Mississippi.

Delegation

General §14,110 035
Pederal 79,659 207
Other 183,431 449
Total $277,200 6.91
83  Parks & Recreation - Management & Operations
This activity operates twenty-seven recreational Delegation
and histerical parks to provide outdoor
reczeational facilities for Mississippians and to
attract out-of-state tourists,
General $1,877,366 161.00
Federal 0 0.00
Other 2,816,049 242.00
Total $4,693,415 403.00
84 "Mississippi Outdoors' Magazine
This activity performs the camera-ready layout of Delegation
the magazine and manages its publication through
a contract printer.
General $19,948
Federal 0
Other 379,024
Total $398,972

State Fairgrounds Complex
This activity provides public facilities for
entertainment, education, and marketing events.
They include the Mississippi State Coliseum and
Fairgrounds Complex,

General

Federal

Other
Total

§0 0.00

0 0.00
2,060,521 44.76
$2,060,521 44.76




GE C E

POTENTIAL LEGAL

BARRIERS*

E, PO QAG

tate couldn't maintain accurate set of books on
nvestments; pay redemptions into funds or
equisition fnvestment funds; & could reduce
énumbet of available investments. Firm may not
btain best rate of return due to unfair treatment o
rokerage firms.

The Cost Study will determine the valldity and cost
effectiveness of this action, On-site monitors will
ensure that the contractor(s) meet their
performance standards. This administrative
function meets the privatization critetin,

The privale sector does not have the capability to
:supply sufficient numbers and types of fish for
:public waters. Tt wiil increase the cost of stocking :
ish and risk disease, overstocking, and :
detrimental species in public waters.

49.1-29 & 79-22-1, The
ederal Lacey Act

The Cost Study will determine the validity of the
cited disadvantages and cost effectiveness of this
ction.

This action will pose a serious threat to public
afety since the employees must reside in the park
o ensure protection of park visitors and state

property. It will also seriously impede the delivery;

of services to the public,

:The Cost Study will determine the validity of the
cited disadvantages and cost effeciiveness of this
action, Four states have privatized one or mare

: i operational aspects of their state park operations.

‘No full time employee is responaible for this

primarily contract function. The one in-house

action is the camera-ready layout of the magazine.

Privatization will waste valuable time and

manpower coordinating format or style changes
vith the vendor.

iven its current degree of privatization, a Cost

L Study will determine if the state can totally
rivatize the publication at a cost savings. This
ction will require better and more timely planning
nd preparation of each issue's contents,

The coliseum operates at an annual foss and 1s
subsidized by the State Fair. It has no parking area
if separated from remainder of fairgrounds. It
needs renovation work estimated at $3.0 miltion.

9-5-1

The Cost Study will determine the validity of any
‘cost savings, In a recent sample survey of 1.5,
renas, PEER discovered a general trend of
antracting facility management and operations to
private companies with contacts i the
entertainment business,




EXHIBIT 5
(coutinued)

FUND TROGRAM
REF# AGENCY/PROGRAM NAME SOURCE COST FTE'S METHQDOLOGY

86 Dixle National Livestock Show and Rodeo
This activity promotes the tivestock industry and Divestment
upgrading the quality of state livestack by
bringing the best herds in the nation to the State to
increase producers awareness of outstanding

livestock qualities. General S0
Federal 0

Other 630,986

Total $630,986

87  State Livestock Shows
This activity disburses the funds appropriated for Divestment
various county, district, and industry-related
assoclations by the Legislature upon request of
these associations. It does not conduct the

functions or events. General 50
Pederal 0

Other 119,814

Total $119,814

88  Forest Resource Development
This program provides cost-share assistance to
landowners who establish or improve their timber
stands as recommended and approved by the
Forestry Commission, Iis purpose is to encourage
necessary improvement practices to encourage full

Divestment

production. General 50
Federal \

Other 3,361,687

Total $3,361,687

89  Nursery Production
This activity produces adequate supplies of
seedlings for sale to landowners to regenerate
timber stands,

Delegation

General $629,132
Federal 56,000
Othet 338,481

Total $1,023,613

90 Motor Carrier Inspection Safety & Compliance Prograit
This activity regulates transportation of persons
and property for hire under the Maotor Carrier
Regulatory Act and investigates alleged
violations, It conducls periedic road checks of
motor carriers for safety and proper authority.

Deregulation

General $0
Federal (U]
Other 1,659,970

Total $1,659,970




GENCY CO ENTS

POTENTIAL LEGAL

BARRIERS* PEER RESPONSE TO AGENCY

:to cover actual expenses. If privatized,

eeded to offset the currently unpaid personnel,
nt, and insurance expenses,

:The current revenue from this event is insufficient

pproximately 225,000 in additional funds will be

This event should be self-supporling.

They are held by various county, district, & state
assocfations, Punds are disbursed by Fair
Commission.

These industry-related association events should be
self-supporting.

‘The landowner contracts most work through the
private sector with MFC providing only indirect
staff support in assistance applications, minimum
specification compliance evaluations, and fund
disbursements, Some program functions are
privatized.

9-19-201 thru -227 The Cost Study can address any disadvantages.

This program is already primarily privatized and
the state's current administrative functions could
be performed between landowners and the private

seclor,

State law requires MFC seedling preduction,
Lifting, packaging and shipping of seedlings has
already been privatized.

The Cost Study can address any disadvantages.
Private firms can produce seedlings for landotwners.

:49-19-19

This action will eliminate the program benefits of
public safety, enforcement investigations;
education and technical assistance; and public
awareness, commercial driver licenses
enforcement, drug and alcohol, and training

7-7-16, "Federal
egulations 49-CFR-350,
83, -385,-387,-388, -3%0

hru -393, -395 thru -397,
nd CFRs 100 to 180"

Except for the safety and enforcement inspections,
the functions performed in this program are
performed by other public or state entities, Five
states have already deregulated this function, plus
three states have privatized emission control




EXHIBIT 5
(continued)

FUND PROGRAM
SOURCE COsT

91 Alcoholic Beverage Conivol
This activity operates the exclusive wholesale
warehouse operation of alcoholic beverages within
Mississippi and enforces the laws pertaining to
alcohol prohibition-and lquor centrol,

Delegation

147.83
0.00
0.00

General $4,143,359
Federal 0
Other 61,639

Total $4,204,998

147.83

92 Morigage Loan Processing & Servicing Program
This activity makes loans up to $55,000 for the
first-time purchase of a private resident to any
eligible Mississippi veteran. It processes the loan
applications; provides attorneys' assistance in

Delegation

0.00
0.00
11.00

closing the loan; and services the loan repayment, General S0
Federal 0

Other 461,024

Total $461,024

11.00

93  Stadium Facility
This activity manages and operates the stadium.
Its objective is to maintain an up-to-date facility
and to schedule worthwhile events for the peaple

of Mississippi.
General s0
Federal 0
Other 892,821
Total $892,821

General $243,300,181
Federal 155,841,638
Other 232,665,393

Total $631,807,212

70




GE

POTENTIAL LEGAL
BARRIERS*

EER RE. SE TO AGENCY

Divestiture action will increase product cost
approximately 25%-30% in the system in order to
replace the $23.0 million profit, which goes to the
General Fund annually. Such an increase will
cause citizens to import products illegally from
other states.

The agency should conduct a Cost Study for
elegation. North Carolina has delegated this

function,

71-1-1, et. seq,, 67-1-1 & -
5, et. seq., Tax
Commission Regulation

“This action will increase servicing cost from 2% to
a range from .37% t0.75%. Total privatization
could move the program away from its purpose to
serve Mississippi veterans and the existing close
relationships with various veterans' groups.

ost Study may determine the validity of the cited
isadvantages and cost effectiveness of this action.
S weterans are already eligible for VA laans.

his action would increase the facility cost for stat
niversities significantly, The only current charge
a 6% amusement tax imposed on the schools, A
private firm will have to add rental and user fees.

The agency may be correct about the impact of a
ivestifure action, The PEER comiment in State
airgrounds Complex about Delegation applies
here, The agency should conduct a cost study for
elegation,

71



Exhibit 6

FY 1992 Support Services' Costs and FTE Personnel Data for

Selected State-Produced and Delivered Services

Services Reporting Service Reported
Number Entities Type Expenditures
1 5 Aircraft Operations $2,530,706
2 5 Architectural Services 305,560
3 16 Bookstores 17,449,671
4 46 Custodial 18,459,307
5 53 Data Processing 29,069,682
6 16 Dormitory Management 19,120,123
7 15 Employee Training 2,531,805
8 15 Engineering Services 51,131,822
9 51 Facility Maintenance 48,617,098
(Building-Equipment-Grounds)

10 19 Food Service 27,325,031
11 8 Laundry & Dry Cleaning 3,268,567
12 1 Lifeguards 341,629
13 38 Mailroom Services 3,536,905
14 3 Motor Pools 311,907
15 28 Printing Centers 7,651,203
16 35 Security Services 48,772,315
17 7 Student Medical Services 3,693,558
18 6 Technical Consulting 4,278,426
19 29 Telecommunications 10,038,247
20 12 Transportation Services 2,316,215
21 25 Vehicle Maintenance 13,302,100
22 2 Vending Machines 280,879
GRAND TOTAL $3814,332,656

ANALYSIS COMMENTS: Some reported costs in this exhibit are included in the total
program costs in Exhibit 4, page 30. It also includes personnel data only for

state entities which did not receive the PEER Survey of Potential Privatization Program
Candidates, dated 9-23-92.

SOURCE: Participant responses to two PEER surveys
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Reported

FTE's

12,22
9.26
142.71
1,177.82
652.77
434.91
86.19
1,686.69
1,486.30

934.76
200.78
29.24
94.03
1.69
185.34
2,340.60
74.23
104.63
174.41
83.67
183.02
23.42

10,118.69



Appendix

Proposed Legislation Creating a Joint Legislative
Privatization Commission
Mis§issippi Legislature Regular Session, 1993

B'Y:‘

BILL

AN ACT TO CREATE AND EMPOWER A JOINT LEGISLATIVE
PRIVATIZATION COMMISSION; TO DECLARE THE LEGISLATURE'S
POLICY WITH RESPECT TO PRIVATIZATION, AND TO DEFINE
CERTAIN TERMS; TO ESTABLISH A JOINT LEGISLATIVE
PRIVATIZATION COMMISSION, DEFINE ITS MEMBERSHIP, AND
ESTABLISH ITS POWERS AND DUTIES; TO ESTABLISH A SEQUENCE
OTF ACTIONS THE COMMISSION MUST FOLLOW IN ORDER TO STUDY
THE POTENTIAL FOR PRIVATIZING A PROGRAM OR ACTIVITY OF
A STATE ENTITY, AND A PROCEDURE FOR RECOMMENDING
PRIVATIZATION UNDER CERTAIN CONDITIONS; TO AMEND
SECTION 27-104-103, MISSISSIPPI CODE OF 1972, TO REQUIRE THAT
THE DEPARTMENT OF FINANCE AND ADMINISTRATION PROVIDE
ASSISTANCE TO THE COMMISSION; AND FOR RELATED PURPOSES.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF
MISSISSIPPI:

SECTION 1, (1) It is the intention of the Legislature that the commission
created under this act consider privatization as a means of lowering costs
or increasing the efficiency of programs administered by state government.
For purposes of this act, whenever the term privatization is used it shall
mean a method of providing a portion or all of a formerly government-
provided and government-produced program and/or its services through
the private sector using one or a combination of the three following
categories of activity: divestment, delegation, or deregulation.

(2) For purposes of this act, the following terms shall have the following
definitions ascribed to them:

a. "Commission," shall mean the dJoint Legislative Privatization
Commission created under Section 2 of this act,

b. "State Entity" shall mean any board, commission, authority, department,
agency or institution which employs state- or non-state service personnel as
defined by Section 25-9-107,

¢. "Divestment” shall mean that the state turns over the ownership,

control, financial responsibility, and delivery of a public service to the
private sector. Such may be given effect through sale of the assets
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necessary to produce the service to a provider of services, or through
liquidation of assets wherein the purchaser of assets will not provide the
service,

d. "Delegation” shall mean that the state assigns the provision of all or part
of a function or service to the private sector, while retaining the
responsibility of overseeing its production and/or delivery to its citizens
and/or governmental entities, '

e. "Deregulation” shall mean the passive process by which the government
is gradually displaced by the private sector through elimination of
regulation.

SECTION 2. (1) There is hereby created a Joint Legislative Privatization
Commission which shall consist of three (3) members of the Mississippi
House of Representatives Appropriations Committee to be appointed by the
Speaker of the House, and three (3) members of the Mississippi Senate
Appropriations Committee to be appointed by the Licutenant Governor.
Annually, the membership shall elect a chairman and vice-chairman;
however, the chairmanship and vice-chairmanship shall rotate between
‘houses from year to year. The Department of Finance and Administration
shall provide staff support to the commission.

SECTION 8. (1) The commission shall have the following duties and
responsibilities:

a. To advocate and develop a privatization program for state entities which
ensures private sector competition for provision and/or production of state
government services. Such authority shall extend to issuing requests for
proposals from private sector entities.

b. To develop goals and objectives for privatizing the programs and services
of state government,

¢. To establish all analytical, approving, planning, and reporting processes
required to carry out the functions of the commission, and to promulgate all
rules essential to carry out the commission's mission, including deadlines
for state entity reports, timetables for commission action, standards and
criteria governing reports made to the commission, standards for requests
for proposals, and rules of order,

d. To determine, in conjunction with other state entities, the pool of
potential program or service candidates for privatization--provided,
however, that the commission shall not issue any privatization
recommendation regarding any program which:

1. Directly and significantly consists of planning and proposing public
policy, making public policy, or consists in whole or in part of activities
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which regulate the business, occupation, or profession, of any person, firm,
partnership, corporation, or association which is doing business in
Mississippi or is domiciled in this state;

2. Directly and significantly affects the investigation or prosecution of
criminal acts, the operations of the courts of law, the preservation of peace
and order, or the prevention of epidemics;

3. Makes judgements or recommendations relative to the fiscal policy of the
state, or judgements pertaining to the making of rules and regulations by
which entitlements are granted.

e. To require, and if necessary subpoena, information to insure that all
state entities whose programs are included in the pool of candidates for
privatization assist the commission in performing the managerial,
operational, or administrative analysis relative to:

1. Determining the privatization potential of a program or activity,
2. Performing cost/benefit analysis.

(2) The commission shall, with the assistance of state entities, devise
evaluation criteria to be used in conducting reviews of any program or
activity which is the subject of a privatization recommendation.

SECTIQON 4, In carrying out the duties described in Section 3 of this act,
the commission shall follow the sequence of activities described in this
section and in sections 5 through 8 of this act. The commission shall,
through the use of state entity input, prepare a pool of program or activity
candidates for privatization prior to performing any other analytical
function. Subsequent to developing a pool of candidates, the commission
shall cause state entities to conduct cost/benefit studies of all candidates in
the pool. Recommendations of privatization may only be issued subsequent
to the preparation and commission review of cost/benefit studies.

SECTION 5, (1) In conducting a cost/benefit analysis of candidates from the
pool, the state entities shall consider the use of delegation, divestment, or
deregulation as means of privatizing programs or activities. In developing
a plan for conducting cost/benefit analysis, the commission shall require
that state entities consider the following:

a. The potential annual recurring savings from privatization,
b. potential market for the programs or activities,

c. potential one-time savings from elimination of a program or activity,
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d. relative strengths and weaknesses of governmental customer service
mechanisms and private sector customer service mechanisms,

e. the impact of reduced services on the citizens of the state,
f. the private sector's capacity to engage in voluntary self-regulation,

g. barriers to privatization created by laws, market structure, user
expectations, and imperfections in the dissemination and assimilation of
information.

(2) The commission shall set appropriate deadlines for state entity reporting
of costs and benefits, as well as any other matter germane to privatization.
The commission and the state entities shall also consider what criteria a
successful privatization would be judged by, and publish same for
evaluation purposes.

SECTION 6. (1) Subsequent to the preparation of cost/benefit analysis by
state entities, the commission shall review same to determine the accuracy
of the analysis provided. In performing this function, the commigsion may
contract with consultants and other experts for assistance, or may use the
staff of the Department of Finance and Administration. The commission
may refer questions or proposals fo the state entities or the experts referred
to in this subsection regarding the analysis of the program or activity or the
delivery of services.

(2) In the event that the commission finds that the cost/benefit analysis
prepared by the state entity fails to address the criteria or regulations
promulgated by the commission with respect to cost/benefit analysis, the
commission may direct the state entity to resubmit a revised cost/benefit
analysis.

SECTION 7. (1) Subsequent to the independent analysis of the state entity’s
cost/benefit analysis, the commission, where it deems appropriate and
consistent with the policy announced in Section 1 of this act, may issue
privatization recommendations to the Legislature which detail which state
entity programs or activities should be privatized. Any recommendations
issued shall further note whether the privatization shall be accomplished
by deregulation, delegation, or divestment. The commission, where it
deems that delegation is the appropriate method of privatization, shall
show either:

(a) That it has determined that a private provider can provide the program
or activity for less than the state entity, and that the annual savings shall be
greater than or equal to 10% (ten per cent) of the most recent complete fiscal
year’s expenditures for the program or activity which were incurred by the
state entity, or,
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(b) That a private sector firm can provide the program or activity for an
aggregate amount of 10% (ten per cent) less than the state entity proposes as
an aggregate charge for rendering the same program or activity.

(2) Any recommendation issued by the commission shall immediately be
transmitted to the Legislature.

SECTION 8. (1) On or before October 1 of each year, the commission shall
issue a report to the Legislature and the Governor which shall:

a. Describe each program or activity in the pool of candidates for
privatization,

b. Summarize the cost/benefit analysis prepared on each candidate,

c. Provide a detailed summary of any and all privatization
recommendations issued by the commission,

d. Evaluate any privatization activity which was recommended by the
commission which became effective the previous July 1,

e. Prepare a review of the effectiveness and efficiency of any privatization
recommended by the commission which has become effective since the

commission came into existence.

(2) The Legislative Budget Office shall cooperate with the commission in the
completion of any report or reporting activity required by this section.

(38) The commission shall report to the Legislature, in conjunction with the
above-required report, an analysis of any legal impediments to future
privatization. Such report shall also include proposed remedies, including,
where appropriate, draft legislation or constitutional amendments.

(4) All reports required under this section shall be provided to the Joint
Legislative Committee on Performance Evaluation and Expenditure Review

(PEER) for its review.

SECTION 9. Section 27-104-103, Mississippi Code of 1972, is amended as
follows:

§27-104-103,

(1) The Depariment of Finance and Administration shall have the follow-
ing uunes and powers:

(&) To provide administrative guidance to the various departments and
agencies of state governinent;

(b) To facilitate the expedient delivery of services and programs for the
benefiv of the citizens of the staie;

(¢ To anulyze and deveiop efficient management practices and assist
departments and agencies in implementing effective and efficient
WOUrK Inanagement systems,;
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(4, To conauct management review or state agencies and departments
and recommend a management plan to state departments and
agencies wien corrective aciion is required;

(e) To, at least annually, report to the Governor and the Legislature on
programs and actions taken to improve the conduct of state opera-
tions and to prepare and recommend management programs for
effective and efficient management of the operations of state gov-
erniment;

() To allocate tne federai-siate programs funds to the departments
rasponsiole for the delivery of the programs and services for which
the appropriation was made;

(> To coorainate the planning fumnctions of all agencies in the executive
branch of government and review any and all plans which are
developed by those agencies and departments;

{h) Mo coilect and maintain the necessary data on which to base budget
and policy development issues;

(i) T'o develup and analyze policy recommendations to the Governor;

() To develop and manage the executive budget process;

(k) To prepare the executive branch budget recommendations;

(D) To review and monitor the expenditures of the executive agencies
aiid departments of government;

(ui) To manage the staie’s fiscal affairs;

{n) T'o administer programs relating to general services, public procure-
ment, insurance and the Bond Advisory Division;

'v} To administer the state’s aircraft operation.

(p) to provide staff assistance to the Joint Legislative Privatization

‘Commission created in section 2 of this act.

(2) The department shall have the following additional powers and duties

under Chapter 18 of Title 17:

(a) It shall acquire the site submitted by the Mississippi Hazardous
Waste Facility Siting Authority and, if determined necessary,
design, finance, construct and operate a state commercial hazardous
waste management facility;

(b) ¥ may acquire by deed, purchase, lease, contract, gift, devise or
otherwise any real or personal property, structures, rights-of-way, franchises,
easements and other interest in land which is necessary and convenient for
the construction or operation of the state commercial hazardous waste
management facility, upon such terms and conditions as it deems advisable,
hold, mortgage, piledge or othenvise encumber the same, and lease, sell, convey
or othenvise dispose of the same in such a manner as may be necessary or
advisable to carry out the purposes of. Chapter 18 of. Title 17;

(c) It shall develop and implement, in consultation with the Department of
Environmental Quality, schedules of user fees, franchise fees and other
charges, including nonregulatory penalties and surcharges applicable to
the state commercial hazardous waste management facility;

(d) It may employ consultants and contractors to provide services

including site acquisition, design, construction, operation, closure,
post<closure and perpetual care of the state commercial hazardous
waste management facility;

(e) It may apply for and accept loans, grants and gifts from any federal

or state agency or any political subdivision or any private or public
organization;

) It shall make plans, surveys, studies and investigations as may be

necessary or desirable with respect to the acquisition, development
and use of real property and the design, construction, operation,
closure and long-term care of the state commercial hazardous
waste management facility; 78



(g) It shall have the authority to preempt any local ordinance or
restriction which prohibits or has the effect of prohibiting the
establishment or operation of the state commercial hazardous
waste management facility;

(h) It may negotiate any agreement for site acquisition, design, construc-
tion, operation, closure, post-closure and perpetual care of the state
commercial hazardous waste management facility and may negoti-
ate any agreement with any local governmental unit pursuant to
Chapter 18 of Title 17;

(i) It may promulgate rules and regulations necessary to effectuate the
purposes of Chapter 18 of Title 17 not inconsistent therewith.

(» If funds are not appropriated or if the appropriated funds are
insufficient to carry out the provisions of Chapter 18 of Title 17,
the department shall expend any funds available to it from any
source to defray its costs to implement Chapter 18 of Title 17
through February 1, 1991.

SECTION 10. This act shall take effect and be in force from and after
passage.
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