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C ompetitive contracting starts  with the idea that it is  the 
government’ s  res pons ibility to decide what public s ervices  will be 
provided and who will pay for thos e s ervices .  A C itiz ens  League 
report (1 9 8 2 ) noted thes e parameters  for decis ion-mak ing:  

 
• Decider :  Government,  or government and others  
• Objective:  What is  to be accomplis hed and how? 
• Provider:  Any organiz ation or pers on    

 
Separating the decider role from the provider role can create 
competition among thos e who want to provide the s ervice.  T he 
providers  can be nonprofit organiz ations ,  private organiz ations  or 
other government organiz ations .  Interestingly,  elected officials  are 
more lik ely to us e competitive contracting than appointed officials  
(Leland and Sminowa,  2 0 1 0 ).   
 
Os borne and Hutchins on (2 0 0 4 ) argued there is  power in 
competition:  
 

• Provides  more bang for the buck  
• Forces  public (or private) s ervices  to res pond to the needs  of 

their  customers  
• Rewards  innovation 
• Boosts  morale 
• Helps  boost public faith in government.   

 
Local governments  today us e competitive contracting for many 
things ,  including purchas es ,  profes s ional s ervices ,  leas es  and 
more.  Some traditional s ervice provis ion—competitive contracts  
lik e s chool bus  s ervices ,  garbage hauling,  job training and road 
improvements —are als o being contracted out.  
 
T he k ey to competitive contracting is  s pecifying meas urable 
outcomes for the contractor.  In the s ame way local government 
officials  need to s pecify meas urable outcomes  for their own 
work forces ,  it is  critical that meas urable outcomes be part of 
contacting for a s ervice.  Alberta,  C anada has  a great guide on 
performance contracting.  
 

"Competition is the single fastest route to savings without 
eliminating services. When public agencies are required to 
compete, they unleash the creative potential of their employees, 
because the incentives for success and penalties for failure are so 
direct."    Osborne and Hutchinson, 2004) 

Tools: Competitive Contracting  

http://www.finance.alberta.ca/publications/measuring/results_oriented/module6_overview.pdf�
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A common form of competitive contracting is  local government 
s ervice s haring.  One local government decides  not to provide a 
s ervice directly,  instead contracting with another government to 
provide the s ervice.  T here are many s hared arrangements  for 
police,  f ire,  emergency s ervices ,  education clas s es ,  social s ervices  
and others .  Minnes ota als o has  administrative s ervices  provided 
through a joint-powers  arrangement and from s pecially created 
public organiz ations .  Ex amples  of thes e s ervices  include s chool 
s ervice s haring,  public-s afety training facilities ,  cas h management,  
etc.        
 
T o illustrate the problem to redes ign methodology for this  s ection,  
an ex ample of garbage collection contracting follows :  
 
Step 1 .  C learly define the 
problem 
Need one garbage service to 
collect res idential garbage on 
a week ly bas is .  
 
Step 2 .  State the des ired 
meas urable outcome 
Efficient garbage collection with no complaints  and improved 
neighborhood conditions .  
 
Step 3 .  Investigate why traditional approaches  aren't work ing 
T he city manages  the work ers  and equipment needed to collect the 
res idential garbage.  While effective,  it is  more costly than it needs  
to be.  
 
Step 4 .  Identify alternative theories  or as s umptions  that addres s  
the problem 
C ompetition will increas e efficiency and pos s ibly effectivenes s .  
Bidding out a service res ults  in bidders  competing to s ecure the 
bid.  Bidders  can include the government its elf.  
 
Step 5 .  Innovate and redes ign  
T he city undertak es  competitive bidding for some or all of the 
s ervice.  T he city of Minneapolis ,  for ex ample,  us es  private garbage 
collectors  for half the city and city s anitation work ers  for the other 
half.  T he competition between the two reduces  costs  and ensures  
good quality over time.  
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Any local government official who has  us ed competitive contracting 
k nows  the difficulties .  In fact,  Dehoog and Salamon (2 0 0 2 ) argued 
that "… the pres ence of numerous  intervening factors  has  made it 
difficult to s how that this  tool is  more effective than direct 
government services . " T hey lis t thes e problems  inherent to 
competitive contracting:  
 

• Los s  of control 
• Ex ces s ive [adminis trative] costs  
• Lack  of s ufficient providers  
• Role ambiguities  
• Organiz ational complex ity 

 
Sandfort (2 0 1 0 ) als o stated,  "Administratively,  it is  as s umed that 
competition among s uch private agencies  leads  to great efficiencies  
and higher quality s ervices ,  although this  as s umption is  not back ed 
up with much empirical evidence [for s ocial s ervice,  education and 
healthcare]. " (Bick ers  2 0 0 7 ;  Heinrich and C hoi 2 0 0 7 ;  Van Slyk e 
2 0 0 3 ). " 
 
Yet,  many local government officials  and others  will point out that 
real s avings  can occur with competitive bidding.  T he is s ue often 
is n’ t contracting or not,  it is  whether there are clear performance 
meas ures  that can be us ed to determine s ervice s ucces s  for either 
the local government providers  or the contracting providers .  
Garbage collection is  a good ex ample becaus e it is  eas y to k now 
whether the performance meas ure of week ly collection without 
harm has  occurred (citiz ens  call immediately if  the garbage is  not 
collected properly).   
 
Real ex amples  of competitive contracting include:  

• Hennepin County Job T raining through PPL:  Job training 
s ervices  are outs ourced to Project Pride in Living,  a capable 
nonprofit specializ ing in job s k ills  training and employment 
placement [Full C as e Study].  

• C onstruction of County and C ity Highways  by private 
contractors :  It is  now commonplace across  the state for 
counties  and cities  to contract with private construction firms 
to build roads ,  repair infrastructure or remodel or build 
public buildings  rather than maintaining their  own 
construction pers onnel.  

• Was hington County property tax  adminis tration outsourcing:  
Rather than providing its  own s ervices  in-hous e,  Was hington 
C ounty pays  Rams ey C ounty to administer its  property tax  
duties .  

 

http://www.ccss.jhu.edu/pdfs/Books/BOOK_ToolsAbstract_2002.pdf�
http://www.unitedfrontmn.org/jobs-and-training/files/2010/10/Sandfort.pdf�
http://www.ppl-inc.org/employment-training�
http://www.govcontracts.org/�
http://www.govcontracts.org/�
http://www.co.washington.mn.us/�


 ppaaggee  3399 

• School bus  trans portation:  Many local governments  now 
contract out to various  private companies  rather than 
providing an in-hous e s ervice.  

• Hennepin and Ramsey Counties’ Accountable Care 
Application: Their application to the federal government 
would reward them for achieving better health outcomes for 
low-income patients with chronic health conditions by 
coordinating care between the hospital, clinics, primary care 
and social services. 

• North Suburban T IES Members  C ollaborative Document 
Management System:  Helps  s chool districts  manage the 
growing burden of data retention mandates  by us ing Oracle’ s  
Univers al C ontent Manager 

• South Metropolitan Public Safety T raining C enter:  A joint-
powers  arrangement among a number of s uburban cities  and 
the Metropolitan Airports  C ommis s ion.  

• Maplewood and North St.  Paul Recreation Sharing:  North St.  
Paul will be buying its  recreation programming from 
Maplewood.  

 
 
Further readings and examples of Competitive Contracting are 
available at The Humphrey School of Public Affairs Local 
Government Innovations Website. 
 

 
 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

http://minneapolisandsuburbanbus.com/�
http://www.ties.k12.mn.us/Documents.html�
http://www.ties.k12.mn.us/Documents.html�
http://www.southmetrotraining.com/�
http://www.startribune.com/local/north/111330779.html�
http://www.lgi.umn.edu/�
http://www.lgi.umn.edu/�

