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Maryland is just one among a growing list of state and local governments that have recently considered the
sale of a visible and valuable public asset in the expectation of reaping a substantial cash windfall. As
elsewhere, the decision to sell has stirred controversy and evoked concern about sale prices and the fiscal
discipline needed to ensure long-term benefits. Will both be high enough?

A certain amount of concern is warranted. Government property accounts for a significant amount of public
wealth. When officials decide to dispose of property, the transactions are not easy to undo and the resources
can't be easily replaced.

While the sale of a signature property like the World Trade Center might grab headlines, the underlying trend
is the real story—namely, that government officials are only now adopting a practice that private sector
companies have embraced for over two decades—asset management.

This well honed process is designed to produce knowledgeable decisions about purchasing, operating and
disposing of assets, but private sector models are not always applicable to or reliable in public sector settings.

How should government officials determine when, or even if, it is appropriate to sell assets large or small?
What price represents a fair deal for the taxpaying public?

Property decisions should never be made in a vacuum. A building or a parcel of land is nothing more than a
resource for achieving a vision of where the community wants to go and how it intends to get there. Since
opportunities to deploy assets are countless, well-grounded decisions about their use can best be made
through a disciplined plan that includes explicit policies, systematic procedures, and appropriate performance
benchmarks.

When combined with incentives for government agencies to practice sound asset management, such a plan
makes spotting underperforming resources reasoned rather than random. Ideally, it also recycles proceeds
from asset sales to opportunities of superior strategic importance.

In 1999 the Maryland Department of Transportation assembled a panel of experts to assess the Department's
real estate policies, practices and procedures. The Real Estate Advisory Group's final report to the Governor
served as the framework for developing and implementing a comprehensive asset management plan to guide
the Department's real estate decision making.

That plan spelled out a sequence of steps that still make good policy sense. Detailed understanding of the
nature, extent and use of all assets is the first step to wise asset management. Once an asset is identified
and classified as essential or non-essential to an agency's mission, its performance can be continuously
measured against established benchmarks while its contribution to that mission is periodically assessed.

Nonessential assets, like office space in the World Trade Center, should not be carried unless they contribute
on-going benefits or cash to the Department. Otherwise, sale or other disposal should be considered to divert
the capital tied up in the property to more productive uses. Government agencies should always be scouring
property portfolios to uncover latent opportunities in unused and underutilized assets.

Property appraisals from independent experts help keep asset management decisions honest and effective,
but aren't the only measure that needs to be considered. Cash offers—no matter how substantial or
enticing—should also be measured against the benefits of the asset's continued use by the agency, as well as
the costs of foregoing opportunities to use the sale proceeds for other things.

Nearly always, government's view of an asset's value will differ from that of a private user or investor
because of its lower capital costs, tolerance for higher risks and lower returns over longer periods, and its
pursuit of such public objectives as creating jobs or enhancing tax base. Other buyers or users have quite
different aims.
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Although simplistic, the criteria for disposing of an asset and the calculus to determine a fair price boil down
to this:

Retain the asset when the benefits of its continued use exceed its market value as measured by appraisal or
private sector offers. Divest when the benefits arrow moves in the other direction.

Although eliminating politics from government real estate decisions is like removing sand from a beach, when
sound asset management principles are diligently and consistently applied by government agencies and
elected officials alike, the inevitable conflict and controversy inherent in the political arena can be minimized
for the public good.
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