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Local governments in Minnesota are under 
pressure. Demands for public service continue to 
grow, while their primary sources of revenue 
have not kept up. Local governrnents have often 
responded by cutting services and raising taxes 
and fees, thus giving citizens less for more. At 
the same time, citizens are more concerned about 
the effectiveness of local services. What is the 
value received for dollars spent? 

For the past 20 years, the Citizens League has 
been among the voices suggesting there is an 
alternative, namely to redesign service delivery 
and government structures. In 1991, the Citizens 
League convened a study committee to revisit 
public service design and to examine how local 
governrnents organize and deliver their services. 

Over a four-month period, we heard from many 
people who offered their thoughtll perspectives 
on how local governments organize and deliver 
services. We saw many good examples of local 
governments doing things well. Talented man- 
agers and far-sighted elected officials work 
together to launch innovations, create incentives 
for employees and managers and provide choices 
to consumers and officials. Individuals and 
peighborhood groups make smart choices and 
help guide officials in designing services. 

Clearly, though, these things are not happening 
everywhere. What are the impediments to local 
governments doing things differently and better? 
Here are some key baniers: 

Misplaced incentives and motivation. 
Local officials often work in a system of 
motivation and reward in which incentives 
are absent or encourage the wrong result. 
For example, if officials don't spend their 
entire budgets by year end, they may not 
carry over the surplus to future years or 
invest it to improve service. In some cases, 
they may see their budget cut. 

seen when the state delegates service 
responsibilities to local governments in a way 
that emphasizes complying with a detailed 
prescription for how things are to be done. 
rather than a shared vision of what should be 
accomplished. 

Lack of evaluation. They may often lack 
a formal way of measuring and evaluating the 
outcomes of their services and sharing that 
information with citizens. 

Lack of opportunities for citizen 
involvement. Citizens, in turn, lack tools 
and opportunities ,to hold their local 
government accountable and to encourage 
innovative approaches to service delivery. 

RECOMMENDATIONS 

CREATE NEW OPTIONS FOR 
MANAGING SERVICE BUDGETS 

We recommend: 

0 Local governments, neighborhoods 
and individuals should have addi- 
tional opportunities to manage service 
budgets as a means of improving 
service delivery. 

Our premise is that, in many cases, dollars now 
spent for services can be spent in different ways 
to improve the delivery of services. We assume 
that the changes would have to be budget-neutral. 

In our view, introducing these options, even if 
they were rarely exercised, would create signifi- 
cant incentives for local officials to improve 
services because they will want to keep people 
sati@ed within the system. 

Lack of flexibility. Local officials ohen These Mw oppo.ties un ~e place on sevelal lack flexibility in identifying their responsibil- 
ities and how to best carry them out. This is levels. For - 



Local governments should be given increased 
options for managing funds now designated 
for a certain setvice and controlled by other 
units of govemment. The local government, 
working closely with citizens, would design 
the service, select the vendor and manage the 
setvice budget. 

The transit programs developed by Maple Grove 
and other suburbs provides a good example of 
how local governments can develop a new rela- 
tionship with a regional operating agency such as 
the Metropolitan Transit Commission. The close 
involvement of citizens helps make the approach 
successful. 

Another example might involve cities receiving a 
budget with which to buy certain criminal justice 
services now provided by their local county. 
Cities might continue to use the local county as 
the vendor. But, maybe they would see if other 
counties could provide the setvices on a more 
effective or more economical basis. 

Neighborhood-level organizations should be 
given options for managing the funds 
designated for a certain setvice, including the 
authority to design the service and select the 
vendor. 

In past reports, the League has recommended that 
cities foster the development of neighborhood 
service delivery models. Now we propose that 
neighborhoods should be able to petition a local 
govemment for the opportunity to manage part of 
a local service budget. 

The issue here is whether neighborhoods could 
provide the service better or could buy it better 
than the city is already doing. Our committee 
heard from the Whittier Alliance (of Minneapolis) 
about its ideas for taking the money now spent on 
Whittier Park and using it to design and provide 
park programs. Perhaps the neighbors would 
develop a contract with the Park Board or 
consider other vendors. Perhaps volunteers 
would take some responsibilities for organizing 
programs and maintaining the park. 

Individuals should be given options 
taking funds designated for a certain 
and managing a budget where the 
has designed the program and 
vendor. 

An example of this approach is the 
County account management program for 
of persons with developmental disabilities. 

DEVELOP PUBLIC SERVICE 
ENTERPRISES 

One of the most significant ways of exp 
choices for elected officials is to reinforce 
fundamental distinction between local g 
ments deciding and doing. We propose to c 
new opportunities for local governments to 
some of their operating responsibilities 
operate as sophisticated buyers of setvices. 

We recommend: 

0 Local governments should be 
rized and encouraged to 
their operating bureaus 
enterprises. 

A local government unit, such as a city 
public works department, could be tra 
into a public service enterprise. In 
councils or county boards 
contract for services with t 
addition, the new enterprise coul 
services to other cities, counti 
districts in the area. 

Transforming government depa 
enterprises builds on examples alre 
governments buying services from 
For example, the city of Roseville m 
grounds at the schools in the Rose'v 
This is a very good example o 
could use different approaches 
those administrative and support 
outside their core responsibility of instruc 

Creating opportunities for such neighborhood- The purpose of creating this based initiatives requires some rules or structure; (or any conwacting option) is 
obviously not just anyone can come in to scoop services but to provide sew up some money. However, if this option will be In setting up enterprises 
useful, then the local government can't be a gafe- should give them additional keeper with all authority for approving or cant responsibility. ~ h u s ,  to the exte 
rejecting the neighborhood's proposal. One service systems or procurement re 
approach would be for the Legislature to identify 
ground rules for a viable proposal. 
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create obstacles to effective operation, enterprises 
should be freed from those constraints. 

In developing contracts, the local governments 
should set performance measures and provide 
incentives for superior results. Our goal is that 
local governments could choose from several 
competing enterprises (or other local govem- 
ments) in carrying out their functions. 

There are several interesting examples in Great 
Britain and the United States of transforming 
government operations into enterprises. During 
the 1980s. the Conservative government in Great 
Britain began to transform large portions of the 
public service bureaus of government into self- 
contained agencies. These new agencies are to be 
headed by strong executives with broad discretion 
over staffing and budgets, and are given clear 
performance targets. 

We see several advantages of this approach: 

Creating these enterprises would allow city 
councils and county boards to shed some of 
their operating responsibilities and focus their 
work on policy making. At the same time, 
they would have a choice of competitive 
providers. 

Because they have to earn their budget, 
managers and employees of these enterprises 
would have stronger incentives to adopt a 
customer-service orientation. 

ALLOW LOCAL GOVERNMENTS 
TO CHOOSE RESULTS-BASED 
REGULATION 

In many service areas, local governments are the 
final delivery point in a state-local service system. 
Over the years, a complex system of mandated 
procedures has been instituted in some of these 
areas. For example, if a county is providing 
services to a child with developmental disabilities 
and severe behavior problems, it will go through 
a series of planning processes and assemble 
interdisciplinary teams to develop different 
individualized plans for the child's special needs. 

Because of this focus on process -- doing things 
right, less attention is paid to results -- doing the 
right thing. In cases where local government is 
carrying out those shared responsibilities 
(including most mandates), we propose giving 

those units significant flexibility to craft a new 
kind of relationship with the state. 

We recommend: 

0 Local units of government and state 
agencies should develop contract 
relationships that focus on results. 
Such agreements would give the local 
unit significant flexibility for how it 
reaches those goals. 

The local unit and the responsible state agency 
could negotiate a contract (or a series of contracts) 
which would specify performance standards and 
expected results. Our recommendation is very 
similar to the social services contracting proposal 
included in H.F. 2420, introduced in 1992 by 
Representative Wayne Simoneau and Senator 
Don Samuelson. The Legislature passed that bill, 
an initiative of Anoka County. 

Social services provide the clearest example of 
where results-based regulation might apply. 
However, there are many other possible examples 
in areas such as education, licensing and inspec- 
tion functions. For a variety of service areas, 
local government should be given a choice. 
Either they can wok under the current regime of 
administrative rules or a more "entrepreneurially- 
friendly" system based on performance standards 
and results. 

CREATE A "VALUE FOR MONEY" 
AUDITING FUNCTION FOR LOCAL 
GOVERNMENTS 

The state should fill a gap in its performance 
auditing capabilities. No office is charged to 
evaluate the performance of local governments. 
The State Auditor conducts or supervises 
financial audits of local governments. The 
Legislative Auditor evaluates programs of state 
agencies and audits their books. 

We recommend: 

0 The Legislature should direct the 
Legislative Auditor or the State 
Auditor to develop and implement a 
program of performance auditing of 
local governments. 



GOVERNMENT AUDITING 
RESPONSIBILITIES 

This office would assemble data produced by 
local units and develop comparative statistical 
profiles. These would make "Truth in Taxation" 
hearings a much more meaningful exercise 
because citizens would have reliable information 
comparing their local units with othels. 

The office would also conduct in-depth studies. 
For example, one year it might examine how well 
local governments are operating their hospitals 
and nursing homes or diversion programs for 
juveniles. We think that directing an existing 
office to expand its role into local government 
performance reviews would provide invaluable 
assistance to the Legislature, local governments 
and the citizens of the state. 

The Audit Commission of Great Britain provides 
a model for how a program of performance 
auditing can be valuable. The Commission's 
philosophy is to help local units improve "value 
for money." 

Each of our recommendations for redesigning 
services assumes that citizens and their local 
officials will have good information about what 
services are provided, the costs of services and 
the quality of the outcomes, and are able to 
compare that information with what is done in 
other cities or counties. For example: local 
governments maintain thousands of miles of 
streets, and their crews patch thousands of 
potholes each year. Information will be needed to 
determine when a neighborhood-based proposal 
to manage street maintenance should be 
approved, or to help a local government compare 
proposals from pothole patching enterprises. 

We recommend: 

0 The Legislature should direct devel- 
opment and  implementation of a 
performance accounting system to be 
used by local governments. 

d government perfo 
s launched, we expect 
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These reports are the product of the League's unique program of citizen-based research. To order 
copies, use the fonn in this report. 
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Paying Attention to the Difference in Prices: A Health Care Cost Strategy for the 1980s 
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For titles and availability of earlier reports contact the Citizens League office, 3.384 



""-,> "F ' ' < 

*; $3 * 
' .  

RECENT CITIZENS LEAGUE STATEMENTS 
These statements update the League's position on key issues. To order copies, use the form in th 
report. ' 

Health Care Access for All Minnesotans II 
L 

Testing Health-Care Workers for the AIDS Virus 12 
Light Rail Transit: ?he Regional Transit Board's Proposal to the 1991 Minnesota Legislature I 
Letter to Legislature from Community Infornation Committee re: 

Financing at the University of Minnesota L 

Statement on Changing the Fiscal Disparities Law I 
Statement to the Governor & Legislature on Transportation Financing in 1988 I 
Statement to Legislative Commission re: Road Financing 1 ( 
Statement to University of Minnesota Regents re: Commitment to Focus 
Statement to Governor and Legislature on Innovation and Cost Control 
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Statement on the Metropolitan Council's Proposed Interim Economic Policies I 
Statement to Mieapolis. Charter Commission: Proposal to have Mayor as t 

non-voting member of Council 
Statement to Metropolitan Council & Richard P. Braun, Commissioner of 

Transportation on Preferential Treatment in I-35W Expansion 
Statement to Members. Steering Committee on Southwest-University 

Avenue Corridor Study 
Statement to Commission on the Future of Post-Secondary Education in Minnesota 
Statement to the Metropolitan Health Board 4 
Appeal to the Legislature and the Governor 1 

Citizens League Opposes Unfunded Shifts to Balance Budget 
Longer-Tern Spending Issues Which the Governor and Legislature Should Face in 1982 
Statement Concerning Alternatives to Solid Waste Flow Control 
Amicus Curiae Brief in Fiscal Disparities Case.filed 1: 
Statement to the Minnesota State Legislature Regarding the Reconstruction Project 1: 
Letter to the Joint Legislative Commission on Mewpolitan Governance 1 
Statement to Metropolitan Health Board on Phase IV Report 
Statement to Metropditan Council on I-35E I 

Statement to Minneapolis Charter Commission 
Letter to Metropolitan Council re CL Recommendations on 1-394 I 

Statement to the Governor and Legislature as ?hey Prepare for a Special Session 
Statement to the Minnesota State Legislature Regarding the 

University of Minnesota Hospitals Reconstruction Bill, as amended 
Statement to the Governor and Legislature Concerning Expenditures- 

TaRation for 1981-83. Issued by Tax & Finance Task Force 

For list of earlier statements, contact the League oflce, 338-0791 



Now Available: New Research from the Citizens League 

Minnesota Homestead Property Tax Review 1992 
Minnesota Managed Care Review 1992 

Two new research reports from the Citizens League provide useful, objective information about two 
topics that almost everyone thinks about: property taxes and health care. Minnesota Homestead 
Property Tax Review 1992 builds on the annual property tax survey done by the League for the past 26 
years. It includes data and trend analysis on residential property taxes in the Twin Cities area and in 
cities around the state. 

Minnesota Managed Care Review 1992 provides valuable information about Minnesota's health 
coverage marketplace, including health maintenance organizations, preferred provider arrangements, 
and Blue CrossBlue Shield. The report, now in its third edition also analyzes key trends in enrollment, 
self-insurance, and management arrangements and costs. Minnesota Managed Care Review 1992 is a 
valuable reference for people who need to keep up with Minnesota's dynamic health care marketplace. 

League members can buy either report for $10.00; the nonmember price is $15.00. Discounts are 
available for multiple copy orders. To order your copies, please use the enclosed form or call the 
League at 6 12/338-079 1. 

e and organizations in the 
icy in the state. The 1991 - 

School Shopper Help for Parents 
THE SCHOOL BOOK: 

A Comprehensive Guide to Elementary Schools in the Twin Cities 

Minnesota parents who are selecting schools now have a concise source of comparative information. 
The School Book, A Comprehensive Guide to Elementary Schools in the Twin Cities, a new 
publication from the Citizens League, is now available. The book profiles 449 public and private 
elementary schools in the metropolitan area. 

The book features information about each school's curriculum, foreign languages, building and 
facilities, extracurricular activities, number of students and teachers, class size, use of technology, 
grading system, parent organizations and communications, and services such as latchkey and breakfast. 
Each school profile includes a self-description of the school's teaching philosophy and strengths. 



CITIZENS LEAGUE PUBLICATIONS 

PRICE LIST 
MEMBER PRICE NON-MEMBER PRICE 

CITIZENS LEAGUE RESEARCH . Minnesota Managed Care Review 1992 . Minnesota Homestead Property Tax Review 1992 . Public Affairs Directory 1991 - 1992 
1st copy $10.00 $15.00 
2 - 10 copies, each $8.00 $12.00 
11 copies or more, each $6.00 $9.00 

1 . THE SCHOOL BOOK $10.00 
(Call for discounts on quantity orders) 

STUDY COMMITTEE REPORTS 
1 st copy FREE 
2 - 10 copies, each $5.00 
11 copies or more, each $4.00 

CITIZENS LEAGUE PUBLICATIONS 

ORDER COUPON 
Quantity Publication Cost  

$- 
TOTAL AMOUNT OF ORDER $- 

Name 
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Phone 
d Make checks payable to Citizens League OR 
0 Charge to 0 Visa 0 Master Card 0 Discover 

Account# Exp. Date 
Signature 

0 Send Citizens League membership information 
Mail this form to: Citizens League, 708 South 3rd Street, Suite 500, Minneapolis, MN 
Or FAX your credit card orders to 612-337-591 9 



WHAT THE CITIZENS LEAGUE IS 

The Citizens League has been an active and effective public affairs research and education organization 
in the Twin Cities metropolitan area for 40 years. 

Volunteer research committees of League members study policy issues in depth and develop 
informational reports that propose specific workable solutions to public issues. Recommendations in 
these reports often become law. 

Over the years, League reports have been a reliable source of information for governmental officials, 
community leaders, and citizens concerned with public policy issues of our area. 

The League depends upon the support of individual members and contributions from businesses, 
foundations, and other organizations throughout the metropolitan area. For membership information, 
please call 6121338-0791. 
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IMPACT Being a member of the Citizens League means you care about what 
sota and believe that good public policy depends upon an informed 
members can join citizen  search commitlees that help to shape 
ship also offers these additional benefits: 

PUBLICATIONS Minnesora Journal - 22 issues a year of timely public affairs news, 
commentary, including the League's annual property tax survey. 
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