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Executive Summary 
Metropolitan governments are challenged with balancing the liveability and 
competitiveness of cities and are often forced to develop innovative ways to 
achieve these goals. In this report we draw upon current Organisation for 
Economic Co-operation and Development (OECD) literature to summarize 
the objectives and strategies that metropolitan governments have employed in 
pursuit of liveability and competitiveness. We use OECD Territorial Reviews 
to highlight examples of the different strategies, which include governmental 
restructuring, financial reform, strategic planning and partnerships.  

The core of the report develops further the strategy of partnerships, specifically 
those between governments and non-governmental organizations (NGOs). 
Through the evaluation of six case studies, we analyze two types of partnerships: 
public-private and public-civil society partnerships. We define a public-private 
partnership as one in which the government hands over the provision of a good or 
service to a privately owned for-profit corporation. We define public-civil society 
partnerships as collaborative efforts between government and non-profit organi-
zations to decrease inefficiencies in the provision of goods or services. In framing 
our recommendations, we borrow from the principal-agent framework of eco-
nomics to analyze how metropolitan governments can increase efficiency and 
reduce risks in public-NGO partnerships. We conclude by linking OECD govern-
ance goals and objectives with our findings from the case studies to recommend 
designs for partnerships between metropolitan governments and NGOs.  

Our recommendations for public-private partnerships include a prior assess-
ment of the need for the partnership and of the NGO’s ability to fulfill that 
need. Upon determination that a partnership is essential, a government must 
clearly establish roles and responsibilities for both parties, as well as perform-
ance measurements. This should be followed up with consistent evaluation 
and monitoring. Finally, we recommend ex ante evaluations to determine 
whether a continued partnership is desirable. For public-civil society 
partnerships, we recommend a similar approach. The difference is a stressed 
involvement of public actors and regular reporting to stakeholders and the 
public. Due to the collaborative nature of these partnerships, we recommend  
a cyclical and continual process of project development and evaluation.  
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Introduction 
Globalization, technological change, urbanization, and population growth have 
prompted widespread shifting of governance structures, from national to local levels 
and from local to regional levels.1 Faced with these new challenges, coupled with 
greater public demand for efficiency and effectiveness, local governments have 
begun to utilize relationships with both for- and non-profit nongovernmental 
organizations (NGOs). This report, prepared for the Directorate for Public Govern-
ance and Territorial Development of the Organisation for Economic Co-operation 
and Development (OECD), summarizes current OECD literature and analyzes 
relevant case studies of partnerships between metropolitan governments and NGOs. 

Section I provides an overview of the issues surrounding metropolitan 
governance.2 In this section, we synthesize an array of literature, focusing 
primarily on Territorial Reviews conducted by the OECD. We explore the 
difference between goals, objectives, and strategies by reviewing current OECD 
literature, which provides examples of how some cities have used the different 
strategies in pursuit of goals and objectives. This section lays the foundation for 
an in-depth analysis of how one strategy, partnerships between metropolitan 
governments and NGOs, achieves governance goals and objectives.  

Section II discusses public-private partnerships, in which governments enlist privately 
owned for-profit corporations to provide goods or services. This section introduces 
privatization and the contracting of public services and infrastructure projects to the 
private sector as strategies to increase efficient use of government resources. We look 
at three case studies that demonstrate privatization and contracting as methods to 
increase liveability and competitiveness of metropolitan areas. 

Section III investigates the partnerships between metropolitan governments and 
civil society organizations. We define public-civil society partnerships as collab-
orative efforts between government and non-profit organizationsto decrease 
inefficiencies in the provision of goods or services. The three case studies in this 
section demonstrate the value of public participation in metropolitan governance 
in the form of civil society organizations. 

Section IV revisits metropolitan governance by taking into account the roles  
that public-private and public-civil society partnerships can assume. We borrow 
from the principal-agent framework of economics to analyze how metropolitan 
governments can increase efficiency and reduce risks in public-NGO partnerships. 
We conclude the report by providing recommendations as to how the different 
types of partnerships can be most effectively utilized. 

                                                 
1 While decentralization is a more common trend, the amalgamation of local government 
structures has occurred in response to these issues as well, most notably in Canada.  
2 See OECD (2001a) for further discussion. 
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Issues of Metropolitan Governance 
Population growth and the recent trend toward urbanization have presented 
metropolitan governments with new problems regarding poverty, lack of 
affordable housing, transportation, economic and spatial disparities, safety,  
and increasing need for workforce development. Technological innovation  
has enabled cities to address such metropolitan issues with increased efficiency, 
communication, and planning capabilities, as well as mobilized citizen-govern-
ment interaction. However, increased personal and corporate mobility, as a  
result of technological innovation, has increased inter-city competition. This 
section of the report identifies goals, objectives, and strategies for metropolitan 
governments to foster effective governance.  

We define goals as the overarching aims of metropolitan governments. The 
OECD has identified liveability and competitiveness as two central metropolitan 
goals.3 Liveability refers to the characteristics of a city that contribute to quality 
of life for citizens, while competitiveness refers to economic attractiveness for 
businesses, tourists, and institutions. These two goals reinforce each other; yet,  
if metropolitan governments do not develop them in the proper balance, they can 
exacerbate metropolitan problems. For instance, a competitive city that can attract 
businesses but cannot retain citizens will not achieve sustainable competitiveness. 
Likewise, a liveable city that lacks economic attractiveness will deteriorate 
because of decreasing employment opportunities. Liveability and competitiveness 
are crucial objectives for sustainable metropolitan growth. 

Objectives, as opposed to goals, are more specific methods by which a government 
can gauge progress. Objectives are consistent with goals and serve as benchmarks 
in achieving them. The OECD has identified certain principles as “defining the 
adequacy of systems of governance for metropolitan regions in the 21st century” 
(OECD, 2001a). We refer to these principles as objectives, which follow below:  

• Cities for citizens – focusing on quality of life for citizens 
• Coherence in policy – developing policy that addresses city-specific 

problems 
• Co-ordination – helping multiple levels of government to work together 
• Endogenous development – focusing efforts to expand local resources  
• Efficient financial management – pursuing transparent and accountable 

finances 
• Flexibility – adapting to changes 
• Participation – encouraging civil society and other stakeholder 

involvement 
• Particularity – considering local and national context  
• Social cohesion – overcoming cultural and economic disparity 
• Subsidiarity – fostering service provision at local levels 
• Sustainability – balancing liveability and competitiveness in the long-term 

                                                 
3 See OECD (2001a) for further discussion.  
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By pursuing these objectives, governments will most successfully be able  
to achieve a proper balance of the overarching governance goals of liveability  
and competitiveness. 

Strategies are the actions taken to realize these goals and objectives. OECD 
Territorial Reviews and publications have focused on the different strategies  
of achieving the various objectives to attain the metropolitan goals of liveability 
and competitiveness (OECD 2001a, 2001b, 2003a-c, 2004a-d). These strategies 
include: governmental restructuring by decentralization and amalgamation; 
financial reform; strategic planning; and utilization of partnerships. For example, 
by following a strategy of restructuring, a government could attain objectives such 
as coherence in policy, co-ordination, particularity, and subsidiarity. These 
achievements would bring the government closer to the overarching goals  
of liveability and competitiveness. 
 

Figure 1 
Relationships Between Strategies, Objectives, and Goals 

 

 
 
 
 
 
 

The first strategy is governmental restructuring. One way to restructure  
is to decentralize or shift responsibility from central to local governments. 
Decentralization affords metropolitan governments more flexibility in resource 
allocation but can burden the city with overwhelming responsibilities. For 
example, the past fifteen years of slow decentralization in Korea has presented  
its metropolitan areas, especially Busan, with certain challenges (OECD, 2004b). 
The reallocation of tasks has been implemented from the national level, without 
much warning to the localities, which forced them to be reactionary rather than 
proactive regarding systemic restructuring. Not only has this rushed approach 
created hesitation among key local actors in Busan, but local infrastructure has 
been strained by new responsibilities. However, the increased flexibility and 
freedom in financial decision-making has enabled Busan to develop its global 
competitiveness. Civil society participation has been especially effective in 
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capitalizing on the opportunities provided by decentralization in achieving 
Busan’s goal of becoming an international city. 

Another mode of restructuring is amalgamation. In this case, a number  
of municipalities are merged into a central governing body, with the aim  
of improving overall competitiveness through the pooling of resources. Many 
Canadian cities, such as Toronto and Montreal, have resorted to this amalgama-
tion approach. In 2002, twenty-eight regional provinces were combined, creating 
the city of Montreal (OECD, 2004d). While localities used amalgamation to 
implement a more efficient tax system, enhance local development, and make 
Montreal more prominent internationally, recent protests in defense of cultural 
integrity have forced discussion of moving toward political dis-amalgamation. 
Montreal and Busan illustrate opportunities and challenges of governmental 
restructuring as a strategy for attaining goals and objectives. 

Financial reform, a strategy Mexico City adopted, is especially relevant  
for cases in which local governments must finance programs once under the 
auspices of the central government (OECD, 2004c). Financial reform involves 
tax-base restructuring, debt reduction, foreign investment-friendly structures,  
and a new financial relationship with the central government. Mexico City,  
in an attempt to reduce asymmetries in resource-sharing among regions,  
has implemented new requirements for project funding. This new system of 
competition for funding requires projects to be evaluated in terms of quality.  
It sometimes requires local governments to commit additional resources or 
provide proof of additional funding prior to approval.  

The third strategy is strategic planning. The city government through  
various departments clearly defines goals that are benchmarked and evaluated.  
In preparation for the 2004 Olympics, Athens initiated comprehensive strategic 
planning, especially in regard to spatial planning (OECD, 2004a). Regional  
and local authorities have developed numerous five-year plans to invigorate  
the metropolis through innovative means. The city completed a program to 
modernize infrastructure, including highways, a new Metro system, a new  
airport, and revitalized tourist accommodations. While much of the innovation  
was done in expectation of the Olympics, the strategic plan incorporated the  
long-term goals of liveability and competitiveness for Athens.  

Governmental restructuring, financial reform, and strategic planning are  
only some strategies to attain the goals of liveability and competitiveness  
of metropolitan areas. The utilization of partnerships is another innovation.  
We define partnership as an exchange or collaborative effort among actors in 
pursuit of a common objective. Vienna and Bratislava developed a cross-border 
partnership to capitalize on economic coordination and regional resources and  
to overcome social and cultural boundaries (OECD, 2003c). Cross-border 
integration has been steadily increasing since the fall of communism and has 
intensified at the national level since the accession of the Slovak Republic  
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into the European Union. However, for full integration to occur, this cooperation 
must exist at the local and regional levels. Vienna and Bratislava, as vibrant 
capital cities, are natural starting points for such local cooperation. 

There are three types of partnerships. The Vienna-Bratislava partnership  
is an example of a public-public partnership, in which two governmental 
institutions work together. We distinguish public-public partnerships from  
two other types: public-private and public-civil society (Godard, 1996; 
Disney, 2000). Public-private and public-civil society partnerships arise from 
the need to increase efficiency in the provision of goods and services. Sections 
II and III complement Section I by examining public-private and public-civil 
society partnerships as innovative strategies to address bureaucratic 
inefficiencies. 
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Public-Private Partnerships 
Public-private partnerships aim to promote efficiency in the provision of 
government service. Where governments have realized their comparative 
inefficiency in providing certain goods and services, they have turned to  
for-profit non-governmental organizations to do so, by privatizing or  
contracting with private firms. This type of partnership, in which government 
hands over the provision of a good or service to a privately owned for-profit 
corporation, is what we refer to as a public-private partnership.  

This section provides three case studies that demonstrate positive and 
negative experiences in public-private partnerships. The examples are 
neither mutually exclusive nor exhaustive. Our goal is to highlight  
strategies metropolitan governments employ when partnering with NGOs. 

Public-Private Partnership Case Study 1: Buenos Aires 
Privatization, the sale of state-owned enterprises as a strategy to increase 
efficiency, began in the United Kingdom during the administration of Margaret 
Thatcher. Since the early 1980s, it has been employed by more than one hundred 
countries around the world (Meggison, 2001). Although privatization has tradi-
tionally been utilized by national governments to increase the efficiency of public 
services, this strategy has impacts on municipal and local governments as well. 
While regional governance systems typically do not have the authority to 
privatize public goods, regulation of privatized state-owned enterprises makes  
the question of metropolitan governance and privatized utilities relevant for this 
study. The case study of water privatization in Buenos Aires demonstrates the 
relationship between national, regional, and local governments and NGOs. 

Privatization of Water in Buenos Aires 
In May 1993, Aguas Argentinas, a private consortium led by the French 
company Lyonnaise des Eaux, won a thirty-five-year concession to provide 
water services previously provided by OSN, a government municipality. The 
terms of the concession stipulated that 100 percent of households had to be 
connected to water service and 95 percent to sewage service by the end of the 
thirty-five-year period. It also established service quality and waste treatment 
standards (Galiani et al., 2004).  

The government’s involvement in Aguas Argentinas is limited to regulation of 
delinquent accounts and maintenance of service quality and waste treatment 
standards. Aguas Argentinas is a privately owned company with no direct 
financial relationship to the government of Argentina. The government cannot 
appoint board members, and the company’s funding comes from its own 
revenues, in the form of payment collections for water and sewage provision.  
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Since 1993, Aguas Argentinas has increased the production and quality of water, 
while decreasing the costs to consumers in the Buenos Aires region. Additionally, 
due to the availability of quality drinking water, the overall infant mortality rate 
decreased by 8 percent; for the poorer population, it decreased by 26 percent 
(Galiani et al., 2004).  

Discussion 
In the late 1980s, overall water coverage was diminishing, spilled water rates 
were very high, pressure and service quality were low, and summer shortages 
were frequent (Artana et al., 2000). Aguas Argentinas was able to decrease water-
use fees by 27 percent. Moreover, soon after privatizing water provision, summer 
water shortages in Buenos Aires disappeared, repair delays shortened, and water 
pressure and cleanliness improved. 

Worldwide, privatizing water provision has had mixed results. Buenos Aires 
provides a good example of a symbiotic relationship with no visible tradeoffs. 
Through its partnership with the private sector, the metropolitan government  
was able to capitalize on Aguas Argentinas’ comparative advantage, while 
simultaneously improving the life of residents.  

Public-Private Partnership Case Study 2: Milwaukee 
U.S. welfare reform since the mid-1990s highlights some of the challenges 
municipal governments face when contracting social services (Heinrich and Choi, 
2004). As a result of the growing difficulties in providing efficient social services, 
governments have turned to non-traditional means of service delivery. In many 
cases, it is evident that specialized non-state actors can meet or exceed govern-
ments’ ability to provide services at lower costs (Mohr, 2004). One of the 
strategies governments employ is to contract service provision to NGOs, which 
make use of existing localized approaches to meet the demands of metropolitan 
citizens. This form of public-private partnership utilizes existing expertise, local 
partner networks, and established reputations (Mason and Grindle, 2002). 

Public service contracting can take many forms, depending on the activity  
and nature of the relationship between the government and its contractors.  
More specifically, these partnerships may take the form of performance-based  
or cost-plus contracts that outline the roles and responsibilities of the public and 
private actors (Salamon and Anheier, 1998). While these contracts may increase 
efficiency, success is contingent upon maintaining transparent and accountable 
practices. 

Contracting Social Services in Milwaukee  
The Opportunities Industrialization Center (OIC) was established in Philadelphia 
in 1964 and opened a Milwaukee branch in 1967. The organization provides job 
training, literacy instruction, community building and housing services (OIC, 
2005). OIC gained prominence as a result of the 1996 U.S. welfare reform  
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law that replaced welfare laws with Temporary Assistance for Needy Families 
(State of Wisconsin Department of Workforce Development, 2005). 

Temporary Assistance for Needy Families (TANF) offers block grants to 
individual states to develop welfare programs (U.S. Department of Health and 
Human Services, 2005). Wisconsin’s welfare program is administered by the 
Wisconsin Department of Workforce Development, which distributes funds to 
counties or tribes (State of Wisconsin Department of Workforce Development, 
2005). Milwaukee County contracts with a number of private welfare providers 
(Heinrich and Choi, 2004). Since 1997, OIC has received multiple two-year 
contracts, totaling $214 million, from Milwaukee County TANF funds, the 
Milwaukee Journal Sentinel reported 8 February 2005. 

Although it was heralded as an innovative and efficient model of welfare 
provision, numerous problems occurred. In 2005, OIC’s contract was canceled 
due to alleged misappropriation of funds, fraud, and obstruction. Other TANF 
welfare contractors in Wisconsin are being investigated for similar charges. 
(Gazette Extra, 2005) 

Discussion 
The Milwaukee case study highlights some of the challenges associated with 
implementing and sustaining effective monitoring systems. The partnership was 
developed to more efficiently use government resources through the reduction  
of the welfare caseload and an increase in the employment rate. Ideally, welfare 
reform would increase a city’s competitiveness and liveability by increasing the 
number of skilled workers in the local labor force through job training.  

Initially, the partnership showed signs of success; however, OIC failed to meet 
performance measures, faced allegations of corruption, and eventually lost its 
funding. The utility gained from contracting to locally based providers was not 
realized because of poor oversight of the partnership by county and state 
authorities. Jurisdictional overlap and multiple contractors created a lack of 
accountability and transparency. The Department of Workforce Development was 
not fully aware of OIC’s financial situation or of the actions of the chief executive 
officer. As a result, hundreds of thousands of dollars were funneled to corrupt 
officials, and OIC used public money to take on massive amounts of debt. 

Public-Private Partnership Case Study 3: Copenhagen 
As was the case with contracting for social services, governments have come  
to rely on collaboration with non-state actors to build and maintain regional 
infrastructure projects. These partnerships facilitate multi-jurisdictional 
coordination and share political and economic risks among public and private 
interests. This results in devolution of decision-making responsibilities. As a 
result, these networks feature a high degree of interdependence. The complexity 
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of public-private partnerships for large infrastructure projects is demonstrated in 
the following case study of the Ørestad Development Corporation in Copenhagen. 

Contracting Infrastructure in Copenhagen 
The Ørestad Development Company (ØDC) was created in March 1993 to build 
the Copenhagen light-rail system. Under the founding agreement of the ØDC,  
the City of Copenhagen and the Danish state donated 310 hectares of land to the 
corporation for the development of the light-rail project. In return, the ØDC 
gained responsibility for: building Stage 1 of Metro; contracting tenders to  
plan, develop, and sell land in Ørestad; and establishing similar corporations  
for construction of Stage 2 and 3 of the Metro (Ørestad Development 
Corporation, 2005). 
 
The construction of Stage 1 of the Metro line was contracted to Ansaldo, a  
private firm. Ansaldo is responsible for building the trains, tracks, and stations  
for the Metro line under the agreement that all improvements return to public 
ownership at the completion of the project. In October 2002, the first stage  
of the Metro opened, two years behind schedule (Mohr, 2004). To oversee 
construction of Stage 2 and 3 of the Metro, the ØDC created two similar 
corporations. In February 1995, ØDC and the Municipality of Frederiksberg 
jointly founded the corporation of Frederiksbergbaneselskabet I/S to complete 
Stage 2.4 Similarly, ØDC and the Copenhagen County government jointly 
founded Østamagerbaneselskabet I/S in September 1995 to complete Stage 3 
(Ørestad Development Corporation, 2005).5  
 
ØDC is owned by the City of Copenhagen (55 percent holding) and the Danish 
national government (45 percent holding). The corporation is governed by a six-
member board of directors, three of whom are appointed by the minister of 
transport, with the remaining three appointed by the City of Copenhagen. These 
board members are not government employees; they represent private industry, 
unions, and other stakeholders involved in the project. ØDC owns 70 percent of 
Frederiksbergbaneselskabet I/S and appoints four of the six members of the board 
of directors. Likewise, ØDC owns a 55 percent stake in Østamagerbaneselskabet 
I/S and appoints four of the six members of the board of directors (Ørestad 
Development Corporation, 2005).  

Discussion 
The ØDC case study is a clear example of a successful partnership among 
different levels of government and private actors to increase the competitiveness 
and liveability of Copenhagen. ØDC is a success because it streamlines the 
planning and financing of building a large infrastructure project across multiple 
municipalities. The Metro project increases liveability by redeveloping the land 
between the city center and the airport and by linking the central business district 
with the outlying areas to facilitate commuting. Competitiveness is increased 
                                                 
4Stage 2 is the Frederiksberg Metro line between Nørreport Station and Vanløse 
5Stage 3 is Lergravsparken to Copenhagen Airport. 
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through the Metro project because it opens new space for business development 
and encourages tourism by providing easy access to the city center.  

The ØDC has increased efficiency in the development of local transportation, yet 
the benefits of private contracting have not been fully realized due to delays in the 
completion of the Metro line. In addition, the various governmental regulatory 
agencies have insufficiently addressed the potential conflicts of interests that have 
arisen. Although the ØDC does publish annual reports, much of its work is 
decided without public input or oversight.  

Analysis of Public-Private Partnerships 
These three case studies, demonstrating partnerships in the areas of privatizing 
utilities, contracting social services, and contracting infrastructure development, 
illustrate varying degrees of success. All parties involved worked to improve the 
liveability of their respective cities. As the privatization of water in Buenos Aires 
demonstrates, efficiency can be increased through public-private partnerships. 
However, the Milwaukee case and the delays in construction of the Copenhagen 
Metro show, these partnerships may create trade-offs as well. 

The trade-offs involved in the utilization of partnerships as a strategy to improve 
metropolitan governance arise because one actor, the “principal,” must convince 
the other, the “agent,” to pursue the principal’s interest.6 The principal-agent 
problem occurs when interests are not aligned and oversight is lacking. Partner-
ships create information asymmetry, uncertainty, and risk by increasing the 
number of actors involved. Due to incomplete information about the NGOs and 
their true intentions and actions, the governments in these case studies assumed 
some uncertainty and risk in engaging in these partnerships. If governments 
consider these tradeoffs when developing partnerships, the problems associated 
with the principal-agent relationship can be overcome. This is discussed further  
in Section IV.  

                                                 
6 See Weimer and Vining (2005) for more discussion of the principal-agent relationship and its 
application in policy analysis. 
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Public-Civil Society Partnerships 
Section I outlined different strategies for metropolitan governments to pursue 
certain goals and objectives, including public-public partnerships, Section II 
addressed public-private partnerships, and Section III will address public-civil 
society partnerships. We define public-civil society partnerships as collaborative 
efforts between government and nonprofit organizations to decrease inefficiencies 
in the provision of goods or services. The difference between these partnerships 
and those previously discussed lies in the degree of involvement of the partners. 
In public-private partnerships, the government relinquishes primary responsibility 
to a for-profit organization, whereas in public-civil society partnerships, 
governments and nonprofit organizations collaborate to better provide  
goods and services.  

This difference is due to the inherent nature of civil society organizations.  
Rooted in voluntary public participation and generally established to address local 
concerns, these organizations provide additional support for existing government 
programs. These partnerships are generally more transparent and accountable than 
public-private partnerships as a result of less formal affiliations and priorities 
other than profit. The three case studies detailed below demonstrate effective 
public-civil society partnerships in addressing key metropolitan issues such as 
public safety, urban development, and shelter assistance.  

Public-Civil Society Partnership Case Study 1: Toronto 
Public safety is central to metropolitan liveability and competitiveness. Urban 
crime is a problem that most metropolitan areas must confront. It is in the best 
interest of metropolitan governments to address crime to advance the image of the 
city, but the government is also responsible for providing its citizens with a safe 
place to reside. In the case of Toronto, local government has been able to cultivate 
a successful partnership with a civil society organization to enhance the city’s 
liveability and competitiveness by providing neighborhoods with methods to 
decrease crime. 

Public Safety in Toronto 
The Metropolitan Toronto Action Committee on Violence Against Women and 
Children (METRAC) is a community-based organization that works with 
municipal, provincial, and federal levels of government to enact policy and 
legislation with the objective of decreasing violence against women and children. 
It evolved from a government-sponsored committee that was established in 
response to violent attacks against women in Toronto in 1982. METRAC 
advocates for safer neighborhoods by offering educational workshops for the 
community, keeping a web site with information and resources, and distributing 
pamphlets, CD-ROMs, and handbooks. Its key tool is the Safety Audit Resource 
Kit, designed to evaluate community safety and to identify problem areas and 
strategies to overcome safety deficits (METRAC, n.d.).  



 12

METRAC brings together Toronto women, the Metropolitan Toronto Board  
of Commissioners of Police, Metro Toronto staff and council, volunteers, 
community and service agencies, relevant city departments, and local experts.  
The board consists of volunteer members of the organization. It receives funding 
from donors, including foundations, corporations and the City of Toronto 
(METRAC, n.d.). 

METRAC has achieved the following successes: the Toronto police instituted  
a training session for investigators regarding sexual assault; the Toronto Transit 
Commission created designated waiting areas and brighter platforms for subway 
stops as a result of the safety audits done by METRAC in partnership with the 
Toronto police; and the City of Toronto painted underground parking garages 
white and introduced signage to make garages safer (METRAC, 2004). 

Discussion 
By creating a greater sense of security and safety among residents of Toronto,  
the partnership between METRAC and the City of Toronto directly contributes  
to the metropolitan goal of liveability. The quality of life is improved and a 
reputation of safety, concern, and community involvement is fostered, making 
Toronto a more desirable place to live and work. In this case study, Toronto’s 
metropolitan government acknowledged that safety was an issue that needed  
to be addressed, created a task force, and developed partnerships with the 
appropriate actors to develop a number of policies and measures to ensure a  
safe environment. By publishing a bi-annual newsletter and holding regular 
meetings with governmental authorities and the public, METRAC maintains  
a high level of transparency.  

Public-Civil Society Partnership Case Study 2: Atlanta 
While the NGO involved in the Toronto case is a single-issue organization, the 
NGO in the next example strives to address multiple issues in downtown Atlanta. 
In this case study, a civil society organization based on the membership of local 
businesses and institutions aims to improve the safety, cleanliness, commercial 
attractiveness, and other civic issues of downtown Atlanta. 

Urban Development in Atlanta 
Central Atlanta Progress (CAP) is a non-profit corporation created in 1941  
to improve the economic environment of central Atlanta, Georgia. CAP is funded  
by businesses and institutions, and governed by a board of fifty-six local business 
leaders. In 1995 CAP founded a partnership called Atlanta Downtown Improve-
ment District (ADID) with the aim of developing the downtown area. ADID is 
governed by a board of nine public- and private-sector leaders, and its funding  
is generated by the payments of commercial property owners into a special 
community improvement district fund. CAP/ADID’s mission statement is  
“to build a 21st century Downtown as the heart of the Atlanta Region – a vibrant 
community with strong leadership and sustainable infrastructure that is safe, 
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liveable, diverse, economically viable, accessible, clean, hospitable and 
entertaining” (Central Atlanta Progress, 2005).  

CAP’s partnerships with the City of Atlanta, Fulton County, the Atlanta Chamber 
of Commerce, and others have resulted in a number of advancements in Atlanta’s 
downtown area (City of Atlanta, 2004), which include: the Metropolitan Atlanta 
Rapid Transit Authority (MARTA subway system); a CAP-funded mounted 
patrol in downtown Atlanta; Centennial Olympic Park (Allison, 2000); and the 
development of organizations to address homelessness, city cleanliness, and 
child-care services.  

Discussion 
This case study highlights the ability of CAP to facilitate cooperation with many 
levels of government and with multiple organizations. The projects resulting from 
such partnerships have increased competitiveness by attracting business 
investment, tourism and major special events. Liveability has been increased 
through the development of jobs, but high crime rates persist despite efforts  
to increase security, police and safety measures. The board of CAP is composed 
of public and private members, which balances a variety of interests. Also, 
because CAP’s projects are so visible to the public, civic participation is highly 
encouraged and realized.  

Public-Civil Society Partnership Case Study 3: Kathmandu 
While developing countries face different problems than industrialized  
countries do, the benefits of utilizing partnerships as a strategy toward achieving 
metropolitan goals are the same. A growing trend toward urbanization has 
left many metropolitan governments unable to provide adequate housing and 
municipal services. This case study examines the Urban Community Support 
Fund, which was established through a partnership between the government  
of Kathmandu, Nepal, and one such non-governmental organization. 

Shelter Assistance in Kathmandu  
To confront an urban housing crisis, the Urban Community Support Fund  
was created by the Kathmandu government and the Lumanti Support Group  
for Shelter, a local NGO dedicated to the alleviation of urban poverty in Nepal. 
This fund, established at the municipal level, provides soft loans to promote the 
sustainable physical and socio-economic development of poor communities. The 
issues Lumanti addresses include: shelter upgrades, micro-finance, education and 
children's programs, good governance, gender equity, and advocacy (Lumanti, 
n.d.a.). Its governing board comprises community representatives, academics, and 
government officials (Somsook, 2004). Funding was initiated by the city, Slum 
Dwellers International, Water Aid Nepal, Action Aid Nepal, and the Asian 
Coalition for Housing Rights. Additionally, community-based partner 
organizations play an important role in administering the fund at a local level. 
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Since 1996, Lumanti has helped create 122 women’s savings groups that  
have saved approximately $85,000 as of 7 March 2005 (Vajira, 2004). The  
fund also facilitated the relocation of thirty-six families that were displaced  
during the construction of a major road. It also contributed to the funding of  
sixty houses in Kirtipur Municipality, the Kathmandu Post reported 7 June 2004 
(Rijal 2004). 

Discussion 
The Urban Community Support Fund contributes to the liveability of Kathmandu 
by funding the construction of permanent housing, thereby reducing substandard 
housing and modernizing city infrastructure. The availability of funds increases 
community investment and encourages entrepreneurship. The Lumanti funds 
provide a service to the people of Kathmandu that the government is unable  
to supply. 

Analysis of Public-Civil Society Partnerships 
While the three case studies in this section focus on different urban issues,  
the partnerships all contribute to achieving the two central metropolitan goals  
of liveability and competitiveness, while reducing bureaucratic inefficiency.  
For this reason, public-civil society partnerships are appealing; yet it must be 
acknowledged that, as in public-private partnerships, the principal-agent  
problem may also emerge.  

Due to the collaborative nature of public-civil society partnerships, there is less 
opportunity for tension to arise between the principal and agent. This is because 
the motivation for these partnerships is voluntary and based on the pursuit of 
common interests. Despite the success of the partnerships in these three case 
studies, information asymmetry and resulting uncertainty and risk may still  
occur. We discuss this issue further in section IV. 
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Recommendations for Partnership Design 
The six case studies analyzed in this report are examples of efforts by metro-
politan governments to provide goods and services through partnerships with 
NGOs. In Section II we examined public-private partnerships, and in Section III 
we considered public-civil society partnerships. The following table illustrates 
how each of the case studies relates to the metropolitan governance framework  
of goals and objectives the OECD established. 

Figure 2 
Goals and Objectives Met by Case Study Partnerships 

 
Partnerships can be an effective strategy to improve metropolitan governance; 
however, governments should be cognizant of the potential tradeoffs involved  
in employing partnerships. In this section we borrow from the principal-agent 
framework in economics to analyze how metropolitan governments can increase 
efficiency and reduce risks in public-NGO partnerships. 

The principal-agent framework explains unwanted outcomes that may arise  
when governments (principals) delegate responsibilities to NGOs (agents).  
By understanding this framework, we are better able to recommend institutional 
arrangements to mitigate principal-agent problems. Analysts of principal-agent 
relationships focus on two challenges: adverse selection and moral hazard. 

 Buenos 
Aires Milwaukee Copenhagen Toronto Atlanta Kathmandu 

Goals       

Liveability X X X X X X 

Competitiveness   X X X  

Objectives       

Cities for citizens X X  X X X 

Coherence in 
policy X X X X X X 

Co-ordination  X X X X  

Endogenous 
development X X  X X X 

Efficient financial 
management X    X X 

Flexibility X   X X X 

Participation  X X  X  X 

Particularity  X X X X  

Social cohesion X X  X  X 

Subsidiarity X X X  X X 

Sustainability   X X X  
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Adverse selection occurs when the principal has imperfect information  
about agent capacity or objectives. Alternatively, moral hazard results  
from opportunism on the part of the agent that violates the arrangement  
with the principal and produces sub-optimal results. Each of our case  
studies demonstrates the importance of effective project management  
and NGO evaluation by metropolitan governments to promote efficiency  
and reduce risks associated with adverse selection and moral hazard. 

Metropolitan governments can develop partnerships with NGOs that reduce 
agency problems by identifying sources of inefficiencies and clearly defining 
accountability. Identifying sources of inefficiencies requires governments to 
evaluate the strengths and weaknesses of their own service provision in relation  
to those of NGO actors. This process is the assessment stage, in which the 
government clarifies why it is seeking a partnership and identifies suitable 
partners. A thorough examination of potential partners will decrease the 
uncertainty and risk associated with adverse selection. 

To reduce the risk of moral hazard associated with partnerships, governments 
must establish a system of accountability that ensures government flexibility  
to utilize NGO expertise and efficient use of taxpayer money. Accountability 
requires clearly defined roles and limitations for each partner and specifically 
outlined project goals and deadlines. Inherent in the idea of accountability is 
transparency of decision-making, financing, liability, and project evaluation.  
By promoting accountable and transparent practices, governments can minimize 
the hidden information and hidden action problems of adverse selection and  
moral hazard. 

Public-Private Partnerships 
Public-private partnerships present governments with opportunities to increase 
efficiency. However, because contracting involves an agent, problems of adverse 
selection and moral hazard typically arise. Governments essentially “hire” private 
agencies to provide goods and services on their behalf; therefore, goals of 
government and contractors must be aligned. Figure 3 highlights recommenda-
tions for successful public-private partnerships. 
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Figure 3 
Design for Public-Private Partnership  

Determine need for a partnership 

Assess contractor’s ability and intentions by obtaining financial reports 
verified by an independent auditor and information regarding prior  
contracts and customer service records 

Prior to establishment 
of partnership 

Establish clear roles and responsibilities for both parties 

Require regular reporting to stakeholders and public 

Set performance measures and deadlines 

Evaluate and revise performance measures and deadlines 
Throughout 
partnership 

Continue governmental oversight and monitoring 

After partnership Evaluate project and opportunities for further projects 

 
The first step is to determine the needs of the metropolitan government and 
whether a partnership is beneficial. Once the need for a partnership has been 
established, the government must fully assess the private agents’ ability and 
intentions in fulfilling the obligations of the agreement. It is essential that the 
government obtain independently audited financial reports, information  
regarding prior contracts, and customer service records. 

Once it has been determined that an NGO is a good fit for the partnership, roles 
and responsibilities for both partners must be firmly established. Clearly defined 
and reasonable performance measures and deadlines should be specified for each 
phase of the project. Frequent and transparent communication between partners 
and the public is imperative to alleviate information asymmetry, uncertainty, and 
risk in these types of partnerships. 

After the contract has been granted, governmental oversight is required. This over-
sight must be impartial, consistent, reliable, and adequately supported to ensure that 
the NGO is truly pursuing government interests. In the Milwaukee example, the 
principal failed to effectively monitor and regulate the partnership. Conversely, the 
government in Buenos Aires has been effectively regulating Aguas Argentinas. 

Additionally, regular reports to stakeholders and the public should be required  
to ensure that private agents’ actions continue to be transparent. Performance 
measures should be clearly defined and consistently monitored to establish account-
ability among partners. Criticism regarding the formation of the partnership 
between ØDC and the government of Copenhagen highlights the importance  
of transparent partnership agreements. Moreover, the delays in the completion  
of the Metro demonstrate the need for a clearly defined system of accountability. 

By addressing principal-agent programs similar to those in the case studies, 
metropolitan governments can effectively utilize private partners, thereby 
improving the liveability and competitiveness of cities. 
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Public-Civil Society Partnerships 
As illustrated by the three case studies of public-civil society partnerships, govern-
ment inefficiencies can be offset through the active involvement of civil society 
organizations in metropolitan governance. Public-civil society partnerships enhance 
government projects through the contribution of knowledge, community involve-
ment, and experience in decision-making. This type of collaborative relationship 
calls for a slightly different partnership design, as Figure 4 illustrates. 

Figure 4 
Design for Public-Civil Society Partnership  

 

 
As with public-private partnerships, a government must determine whether a 
partnership is an opportunity to increase efficiency and benefit citizens. When an 
opportunity has been identified, the government’s assessment of the NGO should 
be thorough and detailed, focusing on the NGO’s mission, past accomplishments, 
and reputation. This assessment process will reduce information asymmetry and 
decrease the probability of adverse selection.  

Although somewhat less susceptible to agency problems, public-civil society 
partnerships are challenged with ensuring continued public involvement. For  
the relationship to work, the government should encourage public input and be 
willing to create and maintain task forces dealing with specific issues of civic 
concern. An effective public-civil society partnership uses this input to identify 
and effectively address metropolitan residents’ needs.  

To avoid issues related to moral hazard, the government must require regular 
reporting from partners to stakeholders and the public; set, evaluate, and revise 
performance measures and deadlines for projects; and continue governmental 
oversight and monitoring throughout the partnership. Because of the collaborative 
nature of these partnerships, they are often long-term and include multiple 
projects, which should be individually evaluated and monitored to ensure the 
success of projects. The partnerships in Toronto and Atlanta exemplify this type 
of long-term collaborative effort that spanned many projects. In these cases, the 
process of partnership design must be cyclical and continually reevaluated. 

Determine opportunity for a partnership 

Assess NGO’s ability and intentions by evaluating mission, 
prior accomplishments and reputation 

Prior to 
establishment  
of partnership 

Establish clear roles and responsibilities for both parties 

Require regular reporting to stakeholders and public 

Set performance measures and deadlines 

Evaluate and revise performance measures and deadlines 

Continue governmental oversight and monitoring 

Throughout 
partnership 

Evaluate project upon completion 
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