Small Town Refuse Collection: Is Privatization the Answer?	Comment by Author: Perhaps consider changing it to “Barrington’s” to make the title stand out more. 

Need to change the line spacing and format of notes to the tables. The current notes appear like the body of the case and make reading less appealing. 

Need to improve the flow of the numeric information and have better and more references to the tables. 

The Hook needs major improvement. 
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Introduction

Carlos Pedroza, Chairman and Union leader of the Department of Public Works (DPW) for the Town of Barrington, was tired; he had put in a full day on the truck, and the Town Council meeting was lasting longer than usual. There were many items on the agenda but the workers of the DPW counted on him. He was nervous; he was not accustomed to speaking at a public forum and the meeting was crowded with members of the Union and residents of the Town, but their jobs were on the line. He needed to show the Town Manager Peter DeAngelis and Town Council members why this was a bad idea.	Comment by Author: Break long and complex sentences like this down into shorter and simpler ones.  	Comment by Author: For what? 	Comment by Author: Long and complex sentence – need to rephrase (see above). This and the one above are two examples only; the authors need to read through the case to find and fix all such sentences in this case. 	Comment by Author: What is the “this” here? 

It was the summer of 2010 and the Global Financial Crisis had hit everyone. In December 2009, Rhode Island’s unemployment rate of 11.8% was one of the highest in the country and Rhode Island was among the top 10 states with the highest home foreclosure rates (State of Rhode Island Department of Labor and Training, 2022). The Town Council was trying to save money any way it could and was considering privatizing refuse collection for the Town, which would mean job cuts for eight long-time DPW employees. It was a hotly contested issue with support on both sides. Residents had been feeling the recession and tax bills were already high, but many did not want to see the employees of the department terminated. The un-air-conditioned room was packed with people. It was going to be a long night and when it was finished, the Town Council had to vote on the issue; to privatize or not. The decision would have an impact on the employees and the town for many years to come.	Comment by Author: Capitalize for consistency with the previous occurrence. Check if there are other such occurrences that need to be fixed as well.  

Background

Barrington Rhode Island, a quaint suburban community of primarily single-family homes, was located nine miles southeast of the capital of Providence. The Warren River and Narragansett Bay flowed mightily through the town and no point was more than two miles from saltwater. It was a small town with a total land area of 15.4 square miles, 8.2 of which was land, while the remaining area consisted of inland waterways. It was a picturesque small town that was known for the quality of its schools and its high standard of living. Approximately 88% of the town’s revenue was derived from residential real estate taxes (Rhode Island Economic Development Corporation, 2015).

The Town operated under a charter form of government, with a five member Town Council elected for staggered four-year terms. The Town Council met monthly and consisted of June Speakman, President; Jeffrey Brenner, Vice President and Council members Kate Weymouth, John Lazzaro, and James Schwartz. The individuals brought various levels of professional experience to the position. Peter DeAngelis was appointed Town Manager in 2004 and had enjoyed the confidence of the Town Council. DeAngelis also worked closely with Town Finance Director Dean Huff. 

In addition to refuse collection, the Town DPW provided a full range of services including street and sidewalk maintenance, snow removal and sanding, upkeep of sanitary sewerage and sewerage systems, storm drainage care, maintenance of public parks, public buildings and grounds, and tree maintenance. The proposed cost saving measure was focused on refuse collection services. Throughout the year, the DPW provided to both households and the school system weekly household and yard waste collection while recyclable collection was every other week. The DPW was unionized and had recently agreed to a 3-year contract beginning July 1, 2010 that provided for a one-year pay freeze followed by 2.25% annual increases in the second and third years.

Financial Statements for the Town of Barrington were prepared on a fiscal year ending June 30 and were audited by a CPA firm. The Town ended fiscal year 2010 with a budgetary operating surplus of $1,077,519. The Town schools ended fiscal year 2010 with a budgetary operating surplus of $1,356,210 and the Town’s medical fund posted a claims surplus of $602,356. In addition to revenue from real estate taxes and various permits and licenses, if needed, the Town could have obtained financing through municipal bonds with an average cost of capital of 4.25% (Town of Barrington Rhode Island, Comprehensive Annual Financial Report, 2009). DPW expenditures as a percentage of total Town expenditures averaged 15.5% from 2003 through the end of fiscal year 2010. (Town of Barrington Rhode Island, Comprehensive Annual Financial Report, 2003-2010).

In July 2010, DeAngelis was concerned with DPW expenditures so he requested a special meeting of the Town Council to discuss privatizing refuse collection after having solicited Requests for Proposals (RFPs) from waste management companies. For those submitting a bid there were two options for recycling collection: every other week, which the Town currently utilized, or weekly collection. The RFP stipulated the following: 

The proposed contractual services include collection and transportation of residential refuse, yard debris and recyclables from all dwellings in the Town and collection of refuse and recyclables generated by the Town school system. The contractor was to supply all equipment and personnel necessary to collect and transport all refuse materials to the state designated disposal sites (Town of Barrington Request for Qualifications, 2010).

The Options – Privatizing Refuse Collection
The DPW staff totaled thirty-three, of which eight worked primarily on refuse collection. However, these eight employees also helped perform other services provided by the DPW. They were also part of a large effort in responding to damage from a major flood in March of the same year, which the community had lauded. Town Manager DeAngelis saw the situation as follows,

“The state is tightening the vice on local government; they have taken our general revenue sharing; they have attacked the motor vehicle reimbursement. As a result of this I have solicited an RFP for contracting out refuse services including solid waste, yard waste and recyclables. On May 20, 2010 we received five proposals. I would like to acknowledge that looking at each area of delivery we do a pretty good job, this is not about how our employees perform their jobs or deliver the service that they do, but tough times dictate tough decisions so we started by looking at this service in particular.”

Five waste management companies submitted bids, each with a contract period of 5 years. The lowest bid was MTG Mega Disposal (MEGA) at $828,000. The five bids ranged from $828,000 to $1,439,521 per year. No bidder differentiated between collecting recyclables once per week versus every other week. All bids were for refuse and recycling collection weekly all year and yard waste collection weekly from April to December. The MEGA submission included an annual adjustment after completion of the first year based on the Consumer Price Index (CPI) as published by the Bureau of Labor Statistics.	Comment by Author: Need to provide the exact information or the link to access the information, otherwise, students will not be able to complete the calculation. 

3% is used in the related calculation in the TN. Did the authors assume the CPI would increase in value by (on average) 3% each year during the analysis time horizon? 

DeAngelis explained that costs of the DPW fell into two categories – operational and capital. Operational costs included compensation and benefits for the workers and fuel and repairs for the fleet of seven trucks. Capital costs consisted of expenditures for replacement of the existing fleet of refuse and recycling vehicles. These capital expenditures were critical to the cost comparison analyses. Three different 5-year capital expenditure projections were developed; one by DeAngelis and Huff, one by the Town Council Planning Board Capital Committee, and one by the DPW Union. Table 1 shows the three different capital expenditure projections.

Table 1 – Five Year Capital Expenditures Projections	Comment by Author: Why did they have different projections? What caused the differences? 

To avoid confusion across the different tables, suggest using the actual fiscal years in the first column of this table. 

In the case, factual information (fiscal years) should be provided. Whether they will be considered as Year 1, Year 2, and so on will be handled in the analysis.  
[image: ]
                                                                (Barrington Town Council Meeting, 2010)
Additional Notes for Table 1 	Comment by Author: I do not think these are needed here as they are repetitions. If removed, column headings in Table 1 need to be updated as well.
(1) Projections by Town Manager DeAngelis and Town Finance Director Huff.
(2) Projections by Town Council Planning Board Capital Committee.
(3) Projections by Town DPW Union.
(4) Costs of new vehicles by type. Refuse: $147,000; Recycling: $210,000.
(5) Initial cost at start of first 10-month period of new Refuse and Recycling vehicle	Comment by Author: Suggest moving this note to three paragraphs below and before “DeAngelis added,” and adjust if needed. 
($357,000 total) not included in any of the projections.

The task of the Town Council Planning Board Capital Committee, which reported to the Town Council, was to prepare an annual capital budget and a six-year Capital Improvement Program. The Recommended Capital Improvement Program for the Fiscal Years 2010-2016 was submitted January 9, 2009 and contained a five-year funding plan for refuse and recycling vehicle replacement of $1,040,000. The DPW Union also presented capital expenditure projections, which they believed were more realistic. During the deliberations, no attempt was made to rectify the differences in capital expenditure projections. In support of his and Huff’s capital expenditure projections, DeAngelis explained,	Comment by Author: Provide a reference of it to Table 1. 

“We might need 2 trucks again next year, our reserves would be at zero so we would have to budget the full amount to buy the truck, and there is very little in the reserves left. After that it is basically one truck a year to try to get on a 6 to 7-year replacement schedule on these trucks.”	Comment by Author: This paragraph is not very clear as to how it is related to the projection made by DeAngelis/Huff.

DeAngelis further explained that if the Town did not accept the MEGA contract, and continued the refuse collection through the DPW, it would immediately have to purchase two new vehicles; a $147,000 refuse vehicle and a $210,000 recycling truck. DeAngelis added,

“We have sufficient reserves to purchase the two trucks we need immediately. The question is do we want to spend that money now on those trucks, and if we do, we’re committed to the program and we’re required to fund that in the future.”

DeAngelis also emphasized that the MEGA contract stipulated the company must purchase the Town’s existing fleet of seven vehicles for $375,000. The purchase price of $375,000 implied an average salvage value per vehicle of approximately 30% of a new vehicle cost. DeAngelis and Huff proposed that the Town begin contracting with MEGA for refuse collection on September 1, 2010, which would require an adjustment to the full-year MEGA bid price to coincide with the Town fiscal year ending June 30. Projected cost savings to the Town for contracting with MEGA for this 10-month period are shown in Table 2. Huff explained the calculations as follows, 

“Year one starts September 1 and ends June 30, 2011. It is ten months to get on a fiscal year and shows an influx of cash if we sold the trucks. It shows the savings from salaries and benefits, reduced insurance and reduced gas and repairs to the vehicles. It is an estimated operations savings for the ten months starting September 1. The contract is for $828,000 for one year so it was prorated at 10/12 to September to determine an estimated amount that we would pay to outsource. The net savings is $163,473.”	Comment by Author: Provide a reference of it to Table 2.

In addition to the 10-month projections shown in Table 1, DeAngelis and Huff provided cost comparison estimates for the subsequent 5-years. For retaining refuse collection with the DPW, DeAngelis and Huff made the following assumptions for annual operational cost increases: 2% salary, 2% overtime, 10% medical insurance, 2% FICA, 5% worker’s compensation and liability insurance, and 2% pension contributions. Cost estimates for the fleet of trucks included an annual increase of 5% for repairs and maintenance, and an annual diesel fuel cost increase of $0.25 per gallon for both the refuse and recycling vehicle (9,279 gallons and 5,506 gallons were used in the most recent ten month period, respectively). 	Comment by Author: Should be Table 2	Comment by Author: Put down the long form as well for students who are not familiar with it. 

Table 2 – Household and Yard Waste and Recycling Outsourcing Analysis: Savings/Change in Cash Position for 10 Months – September 1, 2010 – June 30, 2011	Comment by Author: Total fuel expenses for the refuse vehicle do not agree with the given information.

9,279 gallons x $2.58 = $23,940, not $23,941 as shown in the table. 

Add $ to the diesel fuel price and subtotals.  
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                                                 (Town of Barrington, Town Manager and Finance Director. 2010)

In their 5-year cost comparisons, DeAngelis and Huff also included additional costs to the Town if the DPW were to switch to weekly recycling collection, which the MEGA bid included. These cost estimates are shown in Table 3; they include an annual cost increase of 2%. Weekly recycling was assumed to begin following the first 10-month period.	Comment by Author: Need to check throughout the case if all sentences (except for certain exclusions) are in past tense. 	Comment by Author: Not all cost items increased by this annual percentage. See below. 

e.g. 
Salary & Benefits:  $77,801 (Year 2) to $80,716 (Year 3)  an increase of 3.36%
Fuel, tires, repairs:  $14,000 (Year 2) to $14,420 (Year 3)  an increase of 3%
As such, the total cannot be increased by 2% only.

Table 3 – Town Manager and Finance Director – Additional Costs for Weekly Recycling	Comment by Author: To avoid confusion across the different tables, suggest using the actual fiscal year in this table.
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                                                     (Town of Barrington, Town Manager and Finance Director. 2010)

Additional notes for Table 3
(1) All additional weekly recycling costs are assumed to increase 2% annually beginning after the first 10-month year.	Comment by Author: This isn’t very clear. 

Should it be “All additional weekly recycling costs, which would incur beginning after the first 10-month year, were assumed to increase by 2% annually”?

The numbers in the table do not all agree with this note. Only annual capital contribution increased by 2% annually. The others increased by a higher percentage annually. 


For the MEGA contract cost increases, DeAngelis and Huff assumed an annual increase of 3% for the CPI adjustment. DeAngelis said that if the town decided to hire a private company, he would do everything in his power to find jobs at the contracted disposal firm for the released DPW employees. Regarding the eight DPW employees that would be eliminated with privatization, DeAngelis added, 

“…part of negotiations leading to recommendation was that all those individuals involved with the present operations must have a bona fide job offer from the new vendor. They would have to have job opportunities before the town would even consider moving forward with this contract”. 

DeAngelis said he would not agree to hire a private firm unless the quality of services remains the same, adding that he would also request an operations manager. The position would oversee any calls placed by residents to the DPW. DeAngelis said his decision to explore privatization was not initiated by any complaints filed by residents over refuse, recycling or yard waste pickup. “At the end of the day, there has to be a high level of services... that’s as important as the savings produced,” he said. 

The Options – Keeping Refuse Collection with the Town DPW

Pedroza, Chairman and Union leader of the DPW, viewed the eight positions to be eliminated in a different light than DeAngelis. Pedroza said, 	Comment by Author: No need to repeat this here. 

“Those are eight men with families, kids, mortgages. I had one of the refuse guys come up to me last week. He’s got two little girls. His wife is out of work. He asked me what was going to happen. He wanted to know if he was going to lose his job. Those same eight guys they’re talking about eliminating, they also plow in the winter, salt and sand, and do fields in the spring.”

The personnel matter weighed heavily on Pedroza and union secretary Kevin Braga and both thought the MEGA contract had some disadvantages. Pedroza added, 

“…the yard waste collection services offered by MEGA would start in April and end in December, a big step backward from the full-year yard waste collection the DPW currently offers.” 

Pedroza also had an issue with the numbers provided by the Town Manager. He provided a five-year capital projection total of $910,000 (See Table 1). 

“The numbers provided by the Town Manager for capital are not actual, and are misleading. A review of the last 10 years of actual capital costs as listed in the yearly budgets for new refuse and recycling vehicles is less than $80,000 listed in the Town Manager’s summary of in-house services. The consideration and evaluation of any bid must be based on a comparison of actual cost, not assumption of projections.” 	Comment by Author: capital expenditures, not capital 	Comment by Author: capital expenditures, not capital costs


Capital, capital expenditure, and capital costs are three different concepts.

In addition, Pedroza questioned why the bid submitted by MEGA was so much lower than the other bids. The next lowest bid was Coastal Disposal’s $935,820. The three other companies ranged from $964,000 to more than $1.4 million. Pedroza thought the lower bid might imply a reduced level of services, including fewer returns for missed pickups. Pedroza stated, “Right now, residents just have to call, and we’ll go back and pick it up by the end of the day. MEGA’s not going to do that.” 

Braga, who worked on one of the town’s recycling trucks, said he had plenty of experience with MEGA Disposal. Braga lived in the nearby town of East Providence, which contracted with MEGA for refuse and recycling pickup and stated his experience with MEGA was, “If you don’t follow their rules, if everything’s not in the bin, they’ll just leave it there. I can tell you we [the DPW] pick up everything.”

Two employees of the DPW, Ed Grindle and Joe Moraise, were not interested in any job offers from MEGA Disposal. They were told that should the town go private with its refuse collection, they — along with six other DPW employees would be offered jobs with the private contractor, MEGA. Grindle and Moraise had already worked for MEGA and had no interest in returning to that company. When asked if he wanted to work for MEGA, again Grindle said “no”, he had no interest in returning to work for MEGA while Moraise agreed stating he was very happy working for the Barrington DPW and planned to work until retirement. 

Moraise and Grindle said they recalled quite clearly what work was like at MEGA, which was based nearby in Seekonk, Massachusetts. Pay was based on the size of the route the individual worked — Grindle, who was a driver, said he was paid about $140 a day for his route. Grindle stated that he did not get a pay increase for the three years he worked for MEGA. The laborer on the back of the truck earned less, added Moraise, who worked for MEGA for about three years. Grindle said his family could not survive with the benefits offered by MEGA.

“I can remember I got one-week vacation for the whole time I was there, the co-pay for health coverage was very high, no sick days. You call out sick, you didn’t get paid.”

Pedroza also said the town was getting a bad deal if they agreed to sell their seven refuse trucks to MEGA for a total of $375,000 as part of the deal. The most recent truck was purchased a year ago for $220,000. Both men said the town would lose control over the collection services if they contracted with a private vendor. Braga stated, 

“Right now, the town has control over us, they hire us, they can fire us; another contractor, the town will have no control over who they bring in. Are they safe workers, felons? Does the town want to subject its residents to that?”

The DPW workers also said there was no need to switch from the bi-weekly recycling pickup to the once-a-week pickup that MEGA was offering. Pedroza summarized by saying, 

“If you get another company, you don’t know what you’re getting. You get rid of these trucks; you get rid of these guys and you’re at the mercy of MEGA. You abide by their rules.”

The Town Council Weighs in

Barrington Town Council Vice President, Jeff Brenner, said that officials owed it to the public to at least examine potential cost-saving measures. “It’s not just about the money. It’s about the money and the services. If you can get the same level of services for less money, it makes sense to privatize.” 

Brenner had lived in town for 19 years and had no complaints of the services provided by the DPW. Both Brenner and Town Council President Speakman said they did not feel that there was enough evidence for savings with the privatization switch. They also voiced displeasure at the pending termination of the eight DPW employees. During the meeting, Brenner explained the situation as he saw it; he said there were two plans — Plan A is the town’s current situation where the DPW handles all refuse, recycling and yard waste collection. Plan B is hiring a private contractor. Brenner said, 

“I just don’t see where the savings merit going from Plan A to Plan B. So, for that reason I would not move forward with privatization of collection services ... for this year.” Additionally, Speakman said she did not see cost savings from privatizing and added, “For me, these men took a zero percent raise, and they were fabulous in the aftermath of the storm. Then to tell these men that the town will terminate their positions, I thought that was not the way to proceed. ... I did not find the savings to support the change,” 

Councilors Kate Weymouth and John Lazzaro both supported the town manager’s initiative to privatize. Weymouth said she trusted DeAngelis’ management skills and leadership, “We aren’t considering the fact that Peter has a pretty good track record of negotiating contracts.” 

No one on the Town Council questioned any of the numbers provided. 

Residents React

The public who attended the council meeting was mostly opposed to the privatization of refuse, recycling and yard waste collection services. Residents Mary Teixeira, Joel Hellmann and Mark Mancino spoke against contracting with a private contractor while Dan Justynski shared comments supporting the move. Justynski questioned why the town was still in the refuse collection business. He added that measures could be taken to ensure the performance of the private trash collection company. Teixeira said the town had gotten itself into this predicament by deferring the purchases of new trash and recycling trucks and questioned the amount of savings that could be realized by switching to a private collection service. She added, 

“…officials were willing to sacrifice their control over the service. I don’t live here for the schools. I live here because the streets are swept, the roads are plowed. ... We have a beautifully manicured town hall lawn. ... I don’t see the point in giving up our control to somebody else.” 

Hellmann told the Town Manager and councilors that elimination of the refuse and recycling department from the DPW was not the answer to budgetary issues. He said the trash collectors did an outstanding job following the floods in the spring and deserve the town’s praise, not the threat of termination.  Mancino wasted little time voicing his position on the issue: 

“I strongly oppose the outsourcing of trash collection. These DPW workers aren’t disposable ... what about the human element here? Our quality of life in Barrington exceeds a lot of other cities and towns. Have we looked at any other areas to save money — administrative positions, the consolidation of purchases with other municipalities for vehicles? “Why do we look at personnel before we look at purchases? Let’s not make any mistake about it, I can assure you the MEGA wages and benefits are inferior to what the town is paying. Otherwise, they’d be working at MEGA right now. I don’t minimize your decisions, but I think it’s about time we treat our municipal employees with dignity rather than as digits on a spreadsheet.”

Conclusion

Now that everyone had had a chance to weigh in on the issue, the decision now rested in the hands of the town council. The decision was theirs: to privative refuse collection or keep it with the town DPW. What should they decide?
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image1.emf
Town (1) Town (2) Town DPW (3)

Year DeAngelis/HuffCapital Committee Union

1 360,000           360,000                360,000          

2 215,000           170,000                210,000          

3 219,000           170,000                110,000          

4 200,000           170,000                110,000          

5 228,000           170,000                120,000          

Totals: 1,222,000        1,040,000              910,000          
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Funds Available :

Salaries and Benefits Total

OT Actual Workers' Compensation

Salary 2008- 2009 Medical FICA Comp Pension & Benefits

$279,452 $13,391 $68,398 $22,403 $27,923 $11,988 $423,555

Insurance 7,593             

Fuel & Repairs

   Diesel Fuel - 2.58 per gal

       Refuse vehicle 23,941           

       Recycling vehicle 14,205           

Repairs 27,151           

Total Operational Savings 496,445         

Transfer from Capital Reserves

    Refuse vehicle capital reserve fund 147,000         

    Recycling vehicle capital reserve fund 210,000         

Total Operational and Capital Savings 853,445         

Costs

   MEGA Contract 10 months 689,972         

Total Savings 163,473         

Add Sale of Vehicles 375,000         

Less Potential Unemployment Claims (189,272)        

Total Savings/Increase in Cash Position 349,201         


image3.emf
Operational and Capital Costs Year 1 (10 mo.) Year 2 Year 3 Year 4 Year 5 Year 6

Salary & Benefits -                  77,801     80,716     83,818     87,061     90,646    

Fuel, tires, repairs -                  14,000     14,420     14,853     15,298     15,757    

Annual Capital contribution -                  30,000     30,600     31,212     31,836     32,473    

Total Additional Weekly Recycling Costs (1) 121,801   125,736   129,883   134,195   138,876  


