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FROM KAREN A TRAMONTANO 

SUBJECT GUIDING PRINCIPLES FORPRIVA'LZATION 

Months ago many of you gathered for a discussion with John Pode'stn, Secretary Hennan 
and otbers on how we should try to get ahead of various "requcffi;," for privatization and develop 
principles that the Administration could adopt. As next steps, Wi' worked .vith the labor 
community and~asked them to develop a set of printiples for our -;onsiderHtion. Current events 
Le. Micrugan1s efrort to privatll.e its employment services, forcel: our process to the ('back 
burner." Nonetheless, the labor community did develop principks that Wt~ considered as we 
resolved Michigan, Those principles are attached for your review and cor:uneut Your 
comments on both substance and process/next steps would be he'pful. J know Johu would like to 
respond 10 the Departments' request for guidance in this matter, 

I 
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GUIDING PRINCIPLES FOR STATE WAIVElU • 

•
Currently most fed..-..! programs ofassistance to _dy indLviduals ,equire that public 

civil S""'lUlts play key roles. StlIIutory and regulatory provisions I,rohlbil f,:<lera] agencies from 
allowing states to use private conlIa<ton; to serve in these roles. Tile policy concerns that 
motivated these Congressional an4 administrative mandates als<> n'quire 'Iw!, when a federal 
agency is asked to exercise th.limited authority that it might have to waive certain ofthese 
mandates on an experimelltaJ~ sub-state basist it m:l,lst carefully SCf'Junize proposals to ensure that 
these concerns .... adequately addressed, avoiding harm to intendel! beneficiaries of the program 
and inefficiencies'resulting in reduced services to those benefieiari'~s. Pro€fmlS that are fully 
federally lbnded and/or are designed to serve the most vulnerable populatio1S, in particular. 
require the utmost oVeralght by the fl:deral govemmentend accoUIltability f"lr program goals. 
Therefore, federal agencies will review any ""l"esU to waive the design elements ofS\lCh 
programs with the bighest standards. To that end: 

• States must prove that proposals to waive impottant statutolY requirements will not result in 

harm to claimants or customers.. 


• Stares must justify the need for an experiment. 

ExPeriments should be justified by insufficient public perfbrmance, .fraud, cost saving.s, 

or vendor expertise that cannot be efficiently replicated. States sbnuld explain why they have 

been unable to ~tify problems through pllblie sector intervention', within current legal 

boundaries. ~riments should not be ""sed solely on an interest in exploring private 

provision. 


• StaI£S must sh~W evidence oflabar-management cooperatiou iniesign., 
In bath uie public and pri~ _tor, the defmition of "higJ:: perfom: anco· includes . 

. extensive coordination between front line workers and managers. The insights ofall parties, 
particularly those who will implement chouge., must be brought to bear in decision-making from 
the beginning orfhe re-design proceSS. ­

, 
• The experiment should he designed through extensive public inI'1lt. 

SIBtes should be hcld to • high slimdard for publio input. l:vidence ofstakeholder support 
should be l'equir¥-. Vendors Should have proven capacity arid ext-erience~ \v:.th docwtlentallon 
available for public evalWllion. 

I
• 
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El<:perimerits should not be evaluated only at completion, 1bi. will ,.equires 'sunshine' 
provisions and noft·proprietaxy information sources, Employees ol'vendor Qrganizations must be 
guaranteed 'whistle blower" protections in the interest offUll disehStm:. A;, a means to ensure 
accountability and due process, clients should be guarant.ed face-!,,./aco OJ:,tions where new 
11:clmology is beiog implemented, 

• Plans must proVide Stru=1I!l which avoid conflict ofinterest 

ExperinlallS should never be designed to creaw new incentives that discourage vendors 
from pro.idiog services or """"""'go Vendal'll to deternrine that dj':nts ate i ,eligible.

I 

• Plans must eIlS'llre privacy and con£identislity. 

,i 
• Public employees should retain discretionary decision.making w'ound eligibility and policy 
deterrnirul1lon. 

If' Public ufailsaf~" provisions. 

Related to the on-going monitoring, states should be rcquilod to show that thoy can return 
programs to statO provision without interruption ofbenefits or SO" ices to cllents, Vendors 
should be mad. aWlIll', from the beginning. th., they will b. requbed m facililate the return to 
public provision should the experiment fail. 
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