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Privatizing local government

-~ Solutions and attitudes in Finland
BY NINA GRANOQVIST, RISTO HARISALO AND KRISTER STAHLBERG

The rising interest in privatization

The welfare state concept, as we know, is heavily
centered on the public sector. It does not follow,
however, that the welfare state is solely a matter
for the state. Reaching out for individual citizens
is primarily a local matter. Therefore it comes as
no surprise that, for instance, within a Nordic
contex, the expansion of the welfare state has

local governmental services. Major regulatory re-
sponsibility may well remain within central gov-
ernment, but the provision of services is a local
matter.

In the Finnish case the development has been
rather rapid. Two decades ago public employ-
ment numbered around 335.000, the state and
local government employment being of roughly
the same size. Today public sector employment
reaches almost 700.000, out of which almost
500.000 are employed by local government. Thus
local employees outnumber state employees al-
most by 2,5 to 1. It comes as no surprise then that
increasingly local government has come to in-
terest those central decision-makers that worry
about the overall national economy. According
to a rather widespread opinion — not shared by all
unions of local employees - local governmental
expansion must be curbed, preferably without da-
maging local services. Privatization, in the sense
in which we will use the term here, has come to
be seen as one possible solution.

Many “’softer” considerations have supported
the same type of conclusion. Thus it has been ar-
gued that the expansion of the welfare state has
led to large and ungovernable institutional and
regulatory arrangements. Deregulation and in-
creasing dependence on market-mechanisms are
seen to be a step in the right direction. This would
also mean that a larger responsibility is put on the
shoulders of private citizens and on local govern-

mental units. Such an effect is judged to be desir-
able in order to counter increasing public dis-
content with politics and bureaucracy. At the
same time it would be possible to adapt local ser-
vices to local conditions, a consideration which
has been hard to meet due to the large variation
of Finnish communes and the heavily centralized
regulation. Out of a total of 460 communes, 194
have. a_population.of_less._than_4.000.

Of course, also the international climate of
opinion has supported conclusions in the same
direction, especially during the 1980’ies. But
against this background it is slightly surprising
that privatization has not been a major question
on the public agenda until quite recently. The
main reason for this late interest seems to be two-
folded. The buildup of the Finnish welfare state
started comparatively late. All through the
1980’ies it was boosted by an exceptionally well
performing economy. Even today the overall rate
of taxation lies in the vicinity of the OECD aver-
age.

Today the good days seem to be over. Local
governmental finances have rapidly deteriorated,
among other things due to linear increase in debt
all through the last decade. The search for new
solutions has placed privatization on the agenda.
But still privatization as a term is burdened by
ideological interpretations. Thus the public de-
bate rarely uses the word. Instead we talk about
strengthening posibilites for consumer or client-
choice or about an ethos of service within local
government. The very word privatization has
been given a narrow meaning pointing primarily
to the sell-out of public property to private
buyers. In the present election campaign, for in-
stance, the secretary of commerce (cons.), has
proposed that state-owed enterprises ought to be

sold to private interests.
*
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Although we do not intend to dwell on concep-
tual issues here, we have to note that we will use
the concept of privatization in a broader sense
than our secretary of commerce. In keeping with
some notions advanced by Ole P Kristensen
(1984) we take it for granted that public author-
ities have a responsibility for services being pro-
vided according to the welfare state ideals. The
main question is how this service provision should
be organized. It would seem fruitful to make at
least two distinctions. Financing services may
vary from public to private and so may the pro-
duction of services. In both respects we ought,
perhaps, to conceptualize the differences as a
continuum rather than as purely nominal dichot-
omies. The public sector may in many respects,
mostly with income-redistributional ambitions,
participate in financing services provided by pri-
vate entrepreneurs or it may require some addi-
tional user fees for services mainly produced and
financed by the public sector itself. Production
arrangements may also vary in many respects,
from pure dependence on private actors to mar-
ket sharing and pure public production. Thus we
can combine the financial and production aspects
of services.

Finances
private 1 7
5 6
4
public 2 ——> 3
> Production
public private

Figur 1. Financial and production aspects of services

Inside the finance and production coordinates
we have suggested some typical alternatives used
in the privatization debate. The tendency at cen-
tral governmental level to reform agencies into
public companies is the first alternative. At the
local level we find a tendency in the same direc-
tion. A purely public solution is our second al-
ternative. The third possibility poinst to the tend-
ency within public administration to buy services
at the private market. Our fourth alternative rep-

resents a shared responsibility with respect to
both production and financing. A move toward
private day care of children together with public
financial reimbursement would represent this
type. The fifth solution is of the same kind as the
fourth and could be represented by public agen-
cies selling services at the private market. Our
sixth solution represents an almost pure private
alternative although the public authorities still
maintain overall responsibility; an example
would be licensing boardcasting under certain
publicly specified conditions. The seventh alter-
native, finally, stands for pure private market op-
erations.

It may well be that the public-private distinc-
tion should be seen in relation to more or less
market-like conditions rather than in relation to
simple ownership. Some privatization solutions
do not include change of ownership. Rather they
refer to increasing competition within the public
sector, especially to situations in which agencies
are dependent upon other actors for their re-
sources. Within the public health sector many so-
lutions are looked for that would cut automatic
budget funding and increase dependency on con-
sumer decisions made by others, be that patients,
primary health care doctors or some other con-
sumer representative.

In this essay we shall consider privatization to
represent a move in the direction of the arrows in
the figure above. Our main interest is in a type of
spontaneous privatization development, iea de-
velopment that is neither the object of any major
public sector reform nor a development under the
manifest heading of privatization. For some years
it has seemed that local governments increasingly
buy market-services, especially as supplementary
or supporting services to those produced by local
governments. Also within the voluntary activity
sector citizen groups have been given support in
order to produce services supplementing main-
stream public services. Concurrently the public
debate has turned toward more far reaching solu-
tions. Both within child care, care of elderly and
primary health care solutions have been looked
for that would lessen the direct burden on the
public purse and include incentives for employ-
ees. Thus we shall also map some of the opinions
held by those with primary responsibility for de-
veloping alternative solutions for local govern-
ment.

Within the Finnish setting no general presenta-
tion of these trends has been produced. We have




therefore linked together data from three quite
different privatization studies. Taken together
the studies enable us to give a general overview of
recent developments as well as the opinion cli-
mate among decisionmakers. In this paper we
will only in passing, and lastly, touch upon the
general public opinion climate. Due to the heavy
ideological bias of the privatization concept, re-
sults with regard to the general public opinion are
very contradictory.

Local governmental privatization: volume and
prospects

How much privatization

In the following we will describe how much priv-
atization there is in local government. Further-
more, the question we will ask us is: “Is priv-
atization widely spread in municipalities”’? By
“widely spread” we are refering to the use of pri-
vate solutions in many different sectors or activ-
ities in local governmental services.

To,‘draw_this picture’ we have.used two.differ-___+ween.0.0ch.9.

ent data sets. First, we have data which are part
of a study of the Finnish chief administrators in
local government. A questionnaire was sent to
the chief administrators in the spring 1990 (Stahl-
berg 1990; Pikkala 1990; Granqvist 1990). To this
questionnaire, which was sent to 445 chief admin-
istrators, there was a response of 85 %. The ad-
ministrators were, among other things, asked to
list examples of private solutions used in the pro-
vision of service at the local level. The private so-
lutions were, first, purchased service from or con-
tracted out to private enterprises and second, vol-
untary activities granted support by the
municipality. The extent of privatization accord-
ing to this data set (the AA study; Abo Acade-
my) is expressed by the number of sectors where
such private solutions are found.

The second data set was collected by the Finn-
ish Employers’ General Group in 1990 (part of
Finnish Employers’ Confederation). In this study
the chief administrators or the chairmen of the
communal councils were asked about the extent
of privatization. Questionnaires were sent only to
those communes with more than 10000 inhabit-
ants (n = 109): the response was 88 %.

These data (the EGG study) included seven ac-
tivities: building, cleaning, meal services, waste
disposal (refuse collection), guard duties, laun-
dry, and transportation. In this case ‘““much priv-
atization” means that many of these seven activ-
ities are arranged by purchasing services from pri-
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vate enterprises (TyOnantajain yleinen ryhma
1988, 1990).

In the EGG - questionnaire the administrative
chiefs or the chairmen of the communal councils
or communal boards were asked in which way the
seven activities were arranged — wholly or partly
by the municipality, on the one side, or wholly or
almost wholly by purchasing service from private
enterprises, on the other side.

We have summed up the volume variables to
indexes for both of the data sets. As mentioned
before, volume in the AA study refers to the
number of sectors where private solutions are
found and in the EGG - set to the number of ac-
tivities that are wholly or mainly contracted out
to private producers.

Volume according to the AA set is described in
an index that consists of two volume variables:
one (buing service from private enterprises) var-
ying between 0 and 5, and the other (granting vol-
untary activities) varying between 0 and 4. As can
be seen, this AA volume index is varying be-

The following table gives the volume of priv-
atization in Finnish local government, according
to the AA volume index.

Table 1. Volume of privatization in Finnish communes
1990 according to size of population, % (n = 301)

index —4000 4-8000 8-30000 30000~ total
-2 409 373 25.8 13.3 33.9
3 23.6 265 25.8 13.3 24.6
4 255 229 29.0 26.7 26.9
5- 100 133 19.4 46.7 15.6
n= 110 83 93 15 301

As can be seen from the table, the communes
that use private solutions in very few sectors more
often are small communes, whereas the ‘‘real
users” very often are the big communes. It must
be remembered that the index used does not di-
rectly give the number of sectors where there are
private solutations: high values on the index im-
ply that the commune is using both types of pri-
vate solutions in many sectors. It may be said,
then, that privatizating in such a commune is
rather wide. Nevertheless, there seems to be
quite a clear connection between size and volume
in privatization.

In the case of the EGG data we created an in-
dex consisting of the seven activities listed before.
We gave those alternatives which are “private”
value one: the activity in question is wholly or al-
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most wholly performed by private entrepreneurs
or enterprises. The other arrangements got value
zero. Summing up these seven activities we got
another volume index varying between 0 and 7.

Table 2. Volume of privatization in Finnish communes
1990 according to size of population, % (n = 95)

index -15000 15-20000 20-30000 30000 total
-2 9.1 15.4 16.7 15.0 12.6
3 36.4 23.1 222 35.0 31.6
4 32.6 31.8 38.5 389 32.6
5- 227 23.1 222 25.0 23.2
n= 44 13 18 20 95

The second volume version is not as distinct as
the one before. A connection between size and
volume can hardly be seen. In the EGG data
there are only communes which have more than
10000 inhabitants; these communes are therefore
rather large. The effect of size has then disap-
peared, indicating that privatization is used even-
ly by larger communes. On the whole, both ver-
sions seems to support each other: their profiles
are rather like, although it must be remembered
that the indexes do not describe the same thing
and that therefore they are in fact not compara-
ble. But according to both measures we find that
around half of all communes make widespread
use of private solutions.

It might be interesting to discuss the volume of
privatization in terms of both these indexes.
There was a overlap for the data sets in questions
for 68 municipalities. Again, it seems that the
multi-users most often are the very largest com-
munes and that smaller communes are more
moderate users of private solutions in their ser-
vice provision.

This, of course, is a matter of supply. The only
limitation for contracting out, for example, has
been said to lie in the number of available provid-
ers (Manchester 1989: 14-18). It is not difficult to
think that there would be many providers in large
communes.

Prospects for privatization

Have private solutions in service provision at the
local level become more usual? Will the priv-
atization development continue?

In the EGG - study the administrators/leading
politicians were asked to evaluate the develop-
ment ifi use of private solutions from 1988 to 1990
— still concerning the same activities. The adniin-
istrators/politicians were asked to give some pio-
spects tao ~ this time for the following five years.

We created the same type of indexes as above
for the views on development in privatization.
Thosé who saw increasing use of private solutioiis
got valiie one, the others zero. Summing up the
differerit activities we got a retrospect-index,
again varying between 0 and 7. The same oper-
ation was performed for the use or private en-
terprises and entrepreneurs in the future and so
we got a prospect-index.

These retrospective and prospective views are

summed up in the following table.
As can be seen, almost half of the administrators/
politicians saw an increase in privatization from
1988 to 1990. More than half of them foresee that
privatization will increase further. This can be
summarized very shortly and clearly: privatiza-
tion is advancing in Finland at the local level.

In this chapter we have described how much
privatization there is in local government. In the
following we will describe what the chief adminis-
trators think about privatization: are private solu-
tions really suitable in local government? Turning
to these questions we can draw on data from a
third study.

Local governmental privatization: suitability and
benefits

Privatization as an alternative to core services

Here we turn to a study made by Risto Harisalo:
the Kuopio study. The Kuopiodata consists of
chief administrators’ attitudes to privatization: no
information concerning the extent of privatiza-

Table 3. Development in privalization‘ in Finnish communes according to size of population 1990, % (n = 95)

privatization has increased over the
last two years (index = 4)

privatization will increase over the
next five years (index = 5)

n=

-15000 1520000 20-30000 30000 total
454 38.5 44,5 50.0 45.3
50.0 46.2 55.6 60.0 52.6
44 13 18 20 95




tion was included in this study. The attitude ques-
tionnaire was sent in 1989 to a sample of 229 com-
munes; the respondents included in our data set
number 117, ie slightly more than half of the
original sample.

In the following we will describe chief adminis-
trators’ attitudes to privatization concerning core
services in local government. In the Kuopio ques-
tionnaire there were a few “privatized”” modes of
service provision listed. The cheif administrators
were asked whether they, if privatizing, would
prefer

1. only pure municipal arrangement,

2. contracting out to private entrepreneurs or en-
terprises,

3. local government giving money grants to citi-
zens who themselves could choose the suitable
service forms,

4. production of service that is parallel to mun-
icipial service, which citizens could use at their
own expense, or

5. that the commune leaves the service produc-

= tion to-private-producers.

The chief administrators were asked to choose
one of these alternatives for many services. We
chose only the core services:

— developing trade and industry

— housing

— fire fighting and rescue services

hospital services

children’s daycare

service centers for elderly

primary education

— sporting and outdoor facilities

These core services were summed up to an index
— the suitability index. Those chief administrators
who chose a private alternative (2-5, above) got
value 1, the others zero (the municipal alterna-
tive). This suitability index therefore varies be-
tween 0 and 9 (we chose nine forms of service). In
the following table we can see for how many of
these core services the chief administrators would
prefer private alternatives.

Table 4. The suitability of privatization in Finnish com-
munes 1989, according to size of population, % (n =
117)

index —4000 48000 8000 total
-2 12.2 25.0 18.2 17.9
4-5 29.3 34.4 36.4 333
6-7 31.7 28.1 20,5 22.2
8 26.8 12.5 25.0 222

n= 41 32 44 117

f
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As we can see, the chief administrators prefer
core services to be arranged through private al-
ternatives. Almost haft of those administrators
that could imagine private solutions in providing
core services regarde private solutions suitable
for more than five core services. The base for this
rather far-reaching or wide reorientation seems
especially to be found in the very smallest com-
munes.

As mentioned in the last chapter only limita-
tion in contracting out is said to be the number of
providers. The question is: *‘Is the demand meet-
ing supply in these small communes™ (Starr
1989:20-23)

Benefits of privatization

In the AA questionnaire the chief administrators
were asked about the benefits of privatization. In
this study we had, as mentioned before, two
forms of privatization: purchasing service from
private entrepreneurs and enterprises and grant-
ing support to voluntary activities. The adminis-

m———tators- werer asked~to—judgepositive effects~of

these private solutions according to their experi-
ence.

Some positive effects were listed in the AA
questionnaire. The administrators were asked to
give their opinions of the following effects regard-
ing the use of purchased services:

— there is decrease in costs

- the quality of service becomes better

— there is more cost-consciousness in other activ-
ities.

The statements concerning the granted voluntary
activities were:

— there is decrease in costs

- quality becomes better

- the inhabitants are more satisfied because of
possibilities to choose

In the table 5 we have summed up only those an-
swers, according to which purchased services and
granted support to voluntary activity have at least
some positive effects (yes —~ to a great extent, and
yes — to some extent).

As can be seen, there are no big differences be-
tween small and large communes. Furthermore,
the chief administrators seem to have answered in
a similar way regarding the purchased services
and the granted activities.
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Table 5. Benefits of privatization 1990 according to size of population, % (n = 301)

purchased service —4000 4-8000 8-30000 30000~ total
decreased costs 83.3 83.3 84.5 93.8 84.2
better quality 63.5 58.5 58.3 37.5 59.3
cost-consciousness 74.8 83.2 87.3 87.5 81.4
supported activities

decreased costs 80.2 81.8 83.4 83.4 82.3
better quality 65.2 64.5 62.5 40.0 62.9
more satisfaction 84.8 88.1 92.8 93.3 89.0
n= 113 76 97 15 301

The administrators in the large communes do
not believe in better quality as much as the ad-
ministrators of the other communes. The quality
aspect seems to be different from the other as-
pects. The belief in privatization as a means to
better service seems to be stronger, the smaller
the commune. Looking at the two other aspects
we will notice the opposite tendency. The admin-
istrators have not as often seen positive effects of
privatization regarding quality compared to the
other aspects.

On the whole, there seems to be a vary strong
belief in at least these beneficial consequences of
privatization.

Local governmental privatization: goals and bar-
riers

Goals and barriers

Within the Kuopio study a number of questions
about barriers against and goals for privatization
were posed to the chief administrators. Based on
a general correlational review of the items, we

chose some goal and some barrier items for futh-
er scaling. Nine goal-items were used in an ortho-
gonal factor analysis yielding the following result
(n = 117):
" With this three-factor solution 62 % of the total
variance was explained. The scaling of the var-
iables was from (1) totally disagree to (7) totally
agree. It seems easy to interprete the solution.
Factor 1 stands primarily for servicedirected
goals, privatization is a means toward quality, in-
novation and flexibility in services. Factor 2
stands for consumer interests, privatization is
seen as a means toward consumer independence
and choice as well as toward responsiveness in
service production. Factor 3 stands for fiscal con-
siderations, privatization is seen as a means
toward savings and economic thinking in local
government.

We approached the question about barriers in
a similar manner. Six barrier-items scaled as the
items above were included in our analysis (n =
117):

Table 6. Factor analysis of the Kuopio study: goals (n = 117).

Goals

Improving quality of services

Developing new services

Increasing structural flexibility

Increasing freedom of choice

Increasing consumer independence

Strengthening consumer influence on large service units
Getting to know new needs and problems

Expenditure savings

Stimulating economic resoning

Factor | Factor 2 Factor 3
.846 - -
.697 .293 -
.596 - -
.546 .462 -

- .830 -

- .636 .262

- .584 -

- - 877

- - .862




Table 7. Factor analysis of the Kuopo studies: barriers (n
= 117)
Factor 2

Barriers: Factor 1

Employee union
opposition
Common views held
by unions

Threat of losing
one’s job )
Threat of losing
public monopoly -
Threat against public

nature of services -
Local governmental

steering systems -

.881 -
825 -
577 -
799
122

.670

This two factor solution accounted for 57 % of
the total variance. Again we seem to have two
rather clear scales. Factor 1 stands for union op-
position being perceived as an obstacle to priv-
atization. Factor 2 stands for ideological aspects
being seen as obstacles. Defensive attitudes with

regard.to.local.governmental.competence and.or-

ganization is seen as a hindrance. We could per-
haps see this factor as pointing toward a tradition-
al social democratic welfare concept standing in
the way of privatization. And here we should
point out that the question concerned what fac-
tors generally accounted for opposition against
privatization within the respective commune. It
did not concern the personal attitudes of the re-
spondents.

In order to map the variation in views across
communes, we have looked at average factor
scores within local governments according to size
groups. According to the results (table 8) small
communes are primarily guided by servicerelated
goals. We also note that union opposition is not
perceived as important. By and large, small com-
munes experience less opposition against priv-
atization than large communes. Socialist parties
are relatively weak in these small, mostly agricul-
turally dominated communes.

Within the large communes opposition against
privatization is comparatively stronger. It seems
that ideological cleavages can be seen. Ideolog-
ical opposition is discernible, and consumer in-
terests are seen as important goals. Within these
communes socialist parties are stronger and the
communes are characterized by dependence on
services and industry. Within the intermediate
group of communes all goal aspects are judgted
without enthusiasm, and opposition is primarily
related to employee unions.
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Table 8. Averages of factor scores and some background
variables in three size groups of communes (n = 117)

Size group

-4000 4-8000 8000-
Goals
services .15 -.27 .05
consumers 01 -.28 .20
economy .08 -.03 -.05
Barriers
employee unions =21 15 .08
ideology .07 -.09 13
Background variables
size of population 2583 6089 20352
share of
socialists 28% 32% 38%
service
employment 37% 44% 51%
industrial
employment 27% 28% 34%
n= 41 32 44

mee-By andrlarge-werhave-been-able-torinterprete

the results according to “sensible” expectations
based on common political notions. What we
have not indicated is how the attitudes vary in re-
lation to actual experience of privatization and
willingness to privatize. We will now turn to that
question.

Volume and suitability, goals and barriers

In order to indicate the relationship between
some of the measures we have used, we can use
that group of communes which is common to the
Kuopio-study and the AA-study. Out of the 117
communes within the first study, 95 were includ-
ed in the second study as well. We shall consider
the correlations between the volume and suitabil-
ity indexes in the two studies and the factor scores
reported above. Some background variables are
included as well.

We ought first to note that attitudes toward the
suitability or desirability of privatization and the
actual use of privatized solutions correlate with
each other (.184), but they correlate in quite dif-
ferent ways to the other variables included in the
analysis. For many variables a positive correla-
tion with volume is paired with a negative corre-
lation with suitability, or the other way around.

Size of population, share of socialists, and in-
dustrial employment are positively correlated to
actual volume of contracting out and support for
voluntary activity. The same variables are, how-
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Table 9. Correlations between volume and suitability of
privatization, attitudinal factors and some background
variables (n = 95)

Suitability Volume
index index
Kuopio AA
Goals
services 159 -.011
consumers 357 .156
economy .042 -.096
Barriers
employee unions -.084 .094
ideology -.096 -.002
Background
variables
size of population -.109 319
share of socia-
lists, % -.146 .359
industrial employ-
ment, % -.170 209
service employ-
ment, % .103 126

ever, negatively correlated to privatization seen
as a suitable solution for developing local ser-
vices. It would seem, then, that privatized solu-
tions have, perhaps, been chosen more as a ne-
cessity than a programmatic choice. This neces-
sary development, as we have seen in table 3, will
continue, at least according to chief administra-
tors in larger communes.

Perceptions of goals and barriers are not
strongly correlated to volume and suitability of
privatization. We can note, however, that con-
sumer-related goals do correlate with suitability
perceptions and also, although less strongly, with
actual volume of privatized solutions. To some
extent suitability is also related to service goals.

We should, finally, note that attitudinal factors
from the two separate factor solutions can, of
course, be correlated. One such correlation is
worth our attention. Employee unions are per-
ceived to be an important barrier to privatization
especially by those respondents who set fiscal
goals for privatization (.340). This correlation at
least points in the direction of validity of the data
since we can easily imagine that unions are espe-
cially concerned in situations in which privatiza-
tion is used in order to make savings.

Local governmental privatization: a rising contro-
versy

Privatization has advanced rather rapidly in Finn-
ish local government. Mainly it has been a mattér

concerning supplementary services. But present-
ly the focus seems to be shifting toward priv-
atization of core welfare state services as well.
This development has mainly touched those com-
munes which have a developed market. But we
have noted a clear and widespread interest in
privatization among small local governmental
units as well. New solutions will have to be found
for these communes.

The development that we have described has
taken place rather spontaneously. It has not been
the object of any explicit policy until quite recent-
ly. Some free-communes have applied for excep-
tions from central regulation in order to have a
more easy access to privata markets. Also, within
the health care sector some obstacles to priv-
atization have been removed by central govern-
ment.

At the explicit policy level, privatization by and
large has been something of a taboo. But on this
level as well, a change of attitude can be expect-
ed. Signs in this direction can be found within the
social democratic movement in the Nordic coun-
tries — in this background work also Finnish social
democrats take part.

Still scepticism to privatization is widespread.
Privatizing solutions are adopted more as a neces-
sity than as something voluntarily chosen. Also,
from this perspective the development can be ex-
pected to continue. The combination of Europe-
an economic integration and the rapidly deterio-
rating fiscal situation in local governments leave
decision-makers with few choices.

From this necessity we expect a major political
controversy to rise. Over the last years unions of
public employees have started to wage a battle
against privatization (Tamé herra 1990).
Rather onesided opinion polls have been com-
missioned in order to prove that people generally
expect privatization to increase costs of services.

On the other hand, the interest in quality im-
provement of public services — a major compo-
nent of the Finnish administrative policy — has led
to extensive studies comparing private and public
services. Results clearly indicate that people pre-
fer private to public services within many sectors
(Setald 1988). Summaries of production costs in-
dicate that private solutions are mostly less ex-
pensive than public services (Harisalo 1986). In
most factual respects benefits seem to outweigh
costs if we move toward more flexibility in public
services. This simply means that confrontation
between unions of public employees and political
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