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Introduction
The subsequent presents an analysis of whether or not the City of Atlanta contracting water services to United Water was appropriate. To that end, the study reviews the Atlanta’s major challenges, stakeholders, pre-contract service delivery model, determinations to outsource, institutional accountability instruments, and outcomes. The project transpired before public sector Internet proliferation and many archived documents were not readily available. As such, the research is a mix of legislation bills, journal articles, class required books, evaluation reports, and blogs. 
Challenges

Atlanta struggled to control its unprecedented growth. From 1960-2000, the metro area increased from 1.3 million to over 4.1 million (Segal, 2003) During the same period, the downtown population decreased by 16 percent.(Atlanta Development Authority) One article cited that “This city had a motto for years, and it went something like `Atlanta grows where water goes,' "(Jehl, 2003) Such a rapid expansion strained one of the largest and oldest water systems in the country that boasted 2400 miles of distribution pipe, a portion of which was built in 1875.(Segal, 2003)  
Atlanta water system’s structural imbalances were staggering. Citizen upheaval nearly broke out when the city projected an 81 percent fee increase to effectively upgrade its aged assets.(Segal, 2003) Around the same time, the “Environmental Protection Agency (EPA) and water utility industry groups [found that] communities will need an estimated $300 billion to $1 trillion over the next 20 years to repair, replace, or upgrade aging drinking water and wastewater facilities; accommodate a growing population; and meet new water quality standards.” (David G. Wood Director, 2002) Clearly, the City of Atlanta face major challenges. 
Stakeholders 
The stakeholders fall into what Eden and Ackerman referred to as a “Power versus Interest Grid.”(Bryson, 2004) Four categories emerge in a continuum-like fashion that position Atlanta Water System’s stakeholders based on interest in the organization and the stakeholder’s power to affect the organization direction. 
1.) Players are those with both high interest and high power. Included here would be Atlanta’s executive and legislative groups, such as the Mayor and his office, and City Council. 
2.) Subjects who have interest, but little direct power. This group encompasses the employees of the public water facility. Indeed, the employees could leverage some union power, yet the city would likely move forward regardless. 
3.) Context Setters have power but little direct interest. Such stakeholders include the federal bureaucracy groups like the US Environmental Protection Agency (EPA). While the US EPA has a stake in good water quality, they are much broader than this one project. 
4.) Crowd who are stakeholders with little interest or power. This would include the Atlanta Citizens. To be sure, the citizens are interested quality services and have voting power to reject the people who make the decision; however, they have little direct control over the actual choice.   
Taken together, the categories illustrate the power versus interest struggles that affect the Atlanta water system’s privatization. 

Pre-contract service delivery 
For more than a century, Atlanta maintained its own water system. Starting in 1875, Atlanta opened the first municipal waterworks facility, which cost roughly $225,000.00 and, since then, Atlanta has invested billions expanding water capacity. (Department of Watershed Management)Just before the privatization, Atlanta held a high annual cost with low levels of service with an estimated operating budget of 50 million dollars. (Segal, 2003)
Despite these high costs, Atlanta’s water system was in poor shape, and faced mounting legal problems. In 1995, Chattahoochee Riverkeeper, Inc sued the city of Atlanta for violations of the U.S. Clean Water Act with it’s combined sewer overflow.(United States District Court Northern District of Georgia Atlanta Division, 1998) The City then resolved a Consent Decree in 1998 that required Atlanta to take immediate action to resolve the pollution problems. “All construction necessary to meet the requirements of this Consent Decree pertaining to CSOs shall be completed by July 1, 2007, unless EPA and EPD jointly agree to a longer schedule.” (United States District Court Northern District of Georgia Atlanta Division, 1998) 
Choices 
While Atlanta considered some key factors, it was clear strong external forces led to the Buy decision. Indeed, Martin and Miller found that, “No universally agreed-upon methodology exists that can be used to determine if, and under what circumstances, a public sector service should be considered for contracting.”(Lawrence L. Martin, 2006) However, Martin and Miller suggest the Privatization Assessment Workbook, developed by the Colorado State Auditors, is a best practice. (Lawrence L. Martin, 2006) For the purposes of this paper, the framework is used to highlight some of the key decision points.  
The City of Atlanta observed strong political economic forces in favor of the buy option. Brown et al found that the Clinton Administration placed emphasis on government-industry partnerships. In fact, a January 1994 US EPA publication cited that “Private sector wastewater treatment programs have been 15 to 20 percent more cost-efficient than public programs.” (US EPA, 1994)As a corollary, the World Bank found that “Between 1991 and 2000, the population served by private operators in developing and transition countries grew steadily from 6 million to 94 million.”(Marin, 2009) 

Atlanta feared it lacked the resources to meet growing regulatory demands. Both the US EPA and the Georgia General Assembly showed an upward trend in expanding regulatory power over water quality. For example, Georgia’a SB 500 that set limitations on the phosphorus levels and fines as high as $100,000.00 per day when found out of compliance.(Georgia Senate, 1996)    
Atlanta projected to benefit from a major cost savings. As the United States Conference of Mayors boasted, “From facing an 81% rate increase in 1997, Atlanta’s water users can now expect to see a total of $400 million in actual cost savings over the life of [United Water’s] contract.”(The United States Conference of Mayors, 2000) 
Atlanta’s stakeholders did not adequately address the risk for corruption. In 2004, Then Mayor, Bill Campbell, was indicted for, inter alia, taking payoffs, defrauding Atlanta citizens, failing to disclose cash payments, illegal campaign contributions, and the alike. (Our Georgia History) While Campbell was ultimately found guilty only of tax evasion, the legal proceedings uncovered a lofty 1999 trip to Paris with a “friend and campaign” on United Water’s dime. (Davidson, 2004) 
The Contract 

Atlanta failed to identify critical success factors to include in the service contract to ease contract administration. By so doing, the contract construction created a textbook example of the Principle / Agent Theory. As Martin and Miller discussed, the key points of this theory include 1) agent opportunism, 2) information asymmetry, 3) ex ante incentives and penalties, and 4) ex post monitoring. (Lawrence L. Martin, 2006) Collectively, these points set the underpinnings to understand the Atlanta and United Water contract.  

 Atlanta and United Water’s contract set the stage for United Water to leverage information asymmetry and exercise Agent Opportunism.  Martin and Miller state that, “Governments…have little economic incentive to monitor contractors because monitoring increases transaction costs.” (Lawrence L. Martin, 2006) As noted, Atlanta faced major challenges, and therefore, created a contract that the Pepperdine Law Review referred to as a design-build-own-operate-transfer (DBOOT). (Arnold, 2012)   

The contract used output-based ex ante incentives and penalties that did not focus on performance increasing ex post requirements. Martin and Miller found that only “The duties and responsibilities of both he government and the contract should be clearly delineated in the contract, with a focus on performance.”(Lawrence L. Martin, 2006) The contracted terms only included output measures of success such as “must collect 98.5 percent of all billings.”(Segal, 2003) As a result, Atlanta ex post costs increased. Despite the initial fanfare and estimated savings of $400 million, (The United States Conference of Mayors, 2000) Atlanta only saving $3 million per year versus the originally estimated $18-19 million. (Segal, 2003) What’s more, the principle and agent trust eroded as evident when the United Water refused Atlanta access to it’s billings information. (Rubenstein, 2002) 
Outcomes

Despite initial fanfare, the public private partnership found limited success. In 2002, the Mayor’s office engaged in an Action Plan for addressing the poor performance. After initial failed attempts to resolve the issues with leadership, Atlanta audit United Water’s contract performance and outlined a outlined a 90 day improvement plan, which included the threat for termination.(Rubenstein, 2002) The improvement plan consisted of a mutually agreed upon scorecard that included goals like completing backlogged meter installations and repairing water main breaks. Ultimately, Atlanta dissolved the legal agreement and regained full control, which it still holds.  
Conclusion
The analysis presented a diagnostic of whether or not the Atlanta contract with United Water was appropriate. Based on a mix of research points, it is my opinion that the choice to contract was substantiated, but the failure to specify outcomes, led to the ultimate demise. 
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