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PUBLISHER’S DESK 

Engaging Foundations

L
ast year Governing held a series of roundtables across 
the country, in partnership with AARP, on the topic of 
livable communities. We visited Des Moines, Iowa; Lan-
sing, Mich.; Philadelphia; Salt Lake City; and Washington, 

D.C. In planning and researching the content for those events, I 
found that behind every well run and livable community exists a 
partner—a community foundation. 

At a time when local governments’ resources are stretched 
so thin, community foundations are stepping in to do some of 
the work that governments can no longer do, from maintaining 
public parks and public spaces to helping with service delivery 
in the community. They’re an important ally and one that gov-
ernment needs.  

In a recent conversation with Bob McNulty, founder and 
president of the nonprofi t Partners for Livable Communities, I 

learned about a handful of com-
munity foundations that are doing 
great work in their communities. 
He specifi cally cited the Houston 
Endowment, Missouri’s Greater 
Kansas City Community Founda-
tion and the York County Commu-
nity Foundation in Pennsylvania, 
all of which have set high standards 
in giving and accomplishments. 

I had the chance a few weeks 
ago to visit another great organiza-
tion during a trip to California—the 
Silicon Valley Community Founda-
tion, which was just in the news 

because Facebook founder Mark Zuckerberg announced that he’d 
donated almost $500 million in stock to the organization. Elea-
nor Clement Glass, chief of donor engagement and giving, told 
me that the foundation’s partnerships with local governments 
have been particularly successful, leading to a number of impres-
sive programs, including English language classes for more than 
4,500 adults, after-school or summer math instruction for 6,000 
students and the planned development of 18,000 aff ordable hous-
ing units in San Jose, among other eff orts.

Glass also said that public offi  cials should consider that 
foundations are an excellent way to engage citizens. Founda-
tions, she argued, have ideas too, and can invest resources to 
create change that yields results. That’s something of interest 
to every government. 

Governing will host another series of roundtables on livable 
communities again this year, which will focus in part on the role 
of community foundations. If you’re interested in having us come 
to your community or have an idea to share, let me know.

And as always, you can reach me at ewaters@governing.com.
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LETTERS

An International Success
I love the international issue and topics, 
and hope you do more [February 2013]. I 
was trained in international public admin-
istration and worked in West Africa. Back 
in the U.S., it has been all domestic, and 
[we are] sadly ignorant of the world. It’s 
about time the U.S. acknowledges that we 
can learn a lot from the rest of the world.  

—Rich Ryan
Calexico, Calif.

I think a major thing Americans can 
learn from China is how they have used 
integrated governance—a.k.a. regional 
governance—to develop their economy 
[“Culture Shift,” February 2013]. It is a 
shame Americans are at such a primitive 

state in regional governance; yet China 
has taken such great strides. 

—Mayraj Fahim
London, U.K.

Pretty impressive what [Singapore has] 
managed to do [“The Smartest City,” Febru-
ary 2013]. I wonder why cities aren’t more 
aggressive in the United States to achieve 
effi  ciency via breakthrough technology 
applications. Perhaps these solutions don’t 
have to come from the cities themselves 
but from individuals and entrepreneurship. 
I think open data and mobility are a good 
start, but there is so much more to do.

—Joelcitizen on governing.com

Trees Grow in the U.S.
As a 25-year professional forester, I have 
supervised the planting of over 5 million 
tree seedlings with an average survival rate 
of 90 percent [“A Tree Grows in Africa” in 
Green Government, February 2013]. All of 
these seedlings were native to the U.S. and 
were produced from native seed in local 
nurseries. Planting a seedling reduces the 
time required to meet regeneration and 
community needs. I am struggling with 
your logic in regard to the use of seed ver-
sus planting a seedling. 

It is ironic and sad that third world 
countries are advancing private property 
rights while private property rights are 
under constant attack in the U.S.

—Mark M. Tuggle
Alexander City, Ala.

Capping Parking Spots
Parking maximums must include all 
probable users so as to accommodate 
retail, commercial, industrial, residen-
tial, visitors and emergency responder 
vehicles, including trucks [“No Parking 
in the Platz” in Urban Notebook, Febru-
ary 2013]. Not accommodating any of the 
above will inevitably lead to de-popula-
tion by businesses and residents needing 
access to vehicles to reach work sites or 
home destinations. Even Copenhagen, 
where motor vehicle ownership is grow-
ing, accommodates its vehicles with more 
off -street spots, even as it eliminates on-
street spots. Look it up.

—Tom Murphy on governing.com
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Correction:  In the March issue of 

Governing, Steve Towns’ Tech Talk column 

“Signing Up by Logging On” mistakenly stated 

that online voter turnout in California was 

“about 8 percent higher.” It should have said 

“about 8 percentage points higher.” The column 

also misstated the online sample size, saying it 

was “just 1.6 million out of more than 18 million 

registered California voters.” It should have said 

“about 600,000 out of more than 18 million.”

The work a mayor does is very nonpartisan. 

When you talk to these guys, you really don’t know 

if they’re Democrats or Republicans. To move up to 

higher offi ce—those are very partisan positions—

some of these guys just aren’t interested in that. 

They’re interested in solving problems.”

—Staff writer Ryan Holeywell discussing what makes a good municipal leader on NPR’s Talk of the Nation

 “

The average rate at which 

personal income grew in 2011, 

 according to recent federal data. 

In 2010, personal income grew 

only 3.9 percent.

5.2 %
DAILY DIGIT

Funny, my income 
dropped 3 percent in 2010 
and then 8 percent in 
2011. But then, I work for 
the government.”
—George H. on governing.com

 “

GOVERNING IN THE MEDIA
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When municipalities issue bonds that are insured by Assured Guaranty, they increase the cost effectiveness and 

marketability of their fi nancings.  Investors have confi dence in our unconditional guaranty of principal and interest when 

due – and value the careful analysis, ongoing surveillance and market liquidity our guaranty delivers. That’s the reason 

we’ve reduced fi nancing costs for the 11,000 municipal credits we insure today. With over a quarter century of experience 

and $12.3 billion in claims-paying resources, we are the proven leader in bond insurance. Learn more at assuredguaranty.com. ASSURED GUARANTY CORP.

ASSURED GUARANTY MUNICIPAL

Assured Guaranty Municipal Corp. and Assured Guaranty Corp. (and affi liates), New York, New York.

WHAT WE GUARANTEE IS AMERICA’S 
ABILITY TO MAKE PROGRESS.
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To get involved, please contact Susan Shinneman
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The Story Behind the Biggest 
Mistake in Obamacare
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THE MAIN PURPOSE of the Affordable 

Care Act (ACA) was to provide health 

insurance for most of the tens of millions 

of Americans who aren’t currently cov-

ered. But after an impossible-to-predict 

move by the Supreme Court seemed 

to gut the law’s ability to do that, mil-

lions of people will instead get coverage 

through a drafting error that was never 

supposed to become law.

Here’s the mistake: Under the ACA, 

Americans with an income below 138 per-

cent of the federal poverty level qualify for 

Medicaid starting next year. At the same 

time, Americans with an income of 100 per-

cent of the federal poverty level and above 

(up to 400 percent) qualify for federal tax 

subsidies to purchase private insurance. 

That gap creates a class of “in-

betweeners”—people who qualify for 

both Medicaid and a tax subsidy. To 

address that gap, the ACA said that 

anyone who qualifi es for both would just 

automatically be enrolled in Medicaid. 

(Why don’t the thresholds line up? Well, 

they were supposed to. But because 

of an oversight while the bill was being 

amended in the Senate, they don’t.)

The gap didn’t matter as long as the 

Medicaid expansion was mandatory, 

which it was always supposed to be. 

But then the Supreme Court ruled last 

June that the expansion wasn’t required 

—states could choose whether or not 

to expand Medicaid. That’s an outcome 

no one saw coming, not even the peo-

ple who wrote the law.

By making the Medicaid expan-

sion optional, the court exposed this 

obscure mistake buried in 906 pages of 

legislation. And it created a huge loop-

hole: In states that aren’t expanding 

Medicaid, those “in-betweeners” will 

now qualify for federal tax subsidies to 

buy private insurance instead.

“It was unintentional,” says one per-

son who was involved in drafting the bill 

in the Senate. “This strange confl uence of 

events got us here. Nobody thought the 

Supreme Court would rule as it did,” the 

source says. “If the Medicaid expansion 

had occurred as we wrote it, then this 

wouldn’t have mattered. The number of 

turns in the plot was hard to anticipate.”

That little quirk in the law will have 

a major impact. Nationwide, more than 

6 million uninsured people fall in the 

critical 100-138 percent income 

range, between $11,490 and 

$15,856 for an individual. Right 

now, 13 states have said they 

won’t expand Medicaid, includ-

ing large states like Texas and 

Pennsylvania. More than 2 million 

residents in those states are “in-

betweeners” and will be affected by 

the ACA error. In the past few months, 

Republican offi cials in other states, 

including Missouri and Wisconsin, 

have proposed alternatives to the 

Medicaid expansion that would take 

advantage of the loophole and push 

more people to private insurance.

So thanks to an oversight four 

years ago on Capitol Hill, every one 

of those 2 million-plus people will be 

able to use federal tax subsidies next 

year to buy private health insurance. 

The statutory error will also force the 

feds to spend their ACA dollars a little 

differently. A Congressional Budget 

Offi ce analysis completed after the 

Supreme Court decision estimated 

that the federal government would 

spend an additional $210 billion on 

tax subsidies by 2022, although those 

costs would be offset by $289 billion 

in savings on Medicaid.

The irony? The mistake actually 

edges the ACA a little closer to its initial 

goal of universal health coverage. No 

one could have predicted that outcome 

—not the authors, not the bill’s oppo-

nents, not independent legal analysts. 

Depending on how many states don’t 

expand Medicaid, as many as 3 million 

Americans will still get health coverage 

thanks to what seems to have been an 

honest mistake. As one Senate staffer 

puts it, it’s “a happy coincidence.”

—Dylan Scott

9
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One Answer to Tuition Uncertainty: 
Off er a Locked-in Rate
THIS FALL, when freshmen at the 
University of Dayton walk into their 
fi rst class, they’ll already know exactly 
how much money they’ll be spending on 
tuition for a college education over the 
next four years. On the dot. No surprises, 
no fee hikes, no unexpected expenses.

That’s because of a new program that 
university offi  cials have approved for 
the upcoming school year. It’s more or 
less a tuition guarantee: The university 
promises to increase scholarships 
and fi nancial aid to off set any tuition 
increases over the next four years. The 
price to the student remains the same.

It’s a fi rst-of-its-kind eff ort by a 
higher ed institution to be transparent 
about its costs and keep them stable. 
“There’s been a lot of public interest 
in the cost of college. We’ve been 
wondering: What’s our role? What’s 
our contribution? Everybody is acting 
like it’s somebody else’s problem,” says 
Sundar Kumarasamy, Dayton’s vice 
president of enrollment management. 
“So this is the sticker price you’re going 

to pay for the next four years. We’re 
hoping the transparency of costs will 
help [students] make good judgments.”

The rest of the higher education 
world will be watching closely to see how 
Dayton’s experiment works. It’s already 
earned the endorsement of David Warren, 
president of the National Association of 
Independent Colleges and Universities. It 
bears similarities to the College Scorecard 
that President Obama proposed in his 
State of the Union address in February, 
an idea the White House has fl oated 
before. Ohio University is reportedly 
considering a similar tuition guarantee, 
and Kumarasamy says he’s consulted with 
administrators there about transferring 
the policy from a private school like 
Dayton to a public one like Ohio.

The idea has its problems. For 
starters, it doesn’t address the underlying 
factors that contribute to the rising 
cost of higher education and exploding 
student debt. When housing and meals 
are included, a four-year education at 
Dayton will still cost more than $100,000, 
even with the tuition guarantee. 

There’s also some skepticism 
about whether the policy is feasible 

for public universities. Dayton has 
theoretically put itself at substantial 
fi nancial risk: It could end up spending 
a lot of money if the school fails to 
meet its enrollment expectations or 
federal aid drops dramatically. “We’re 
totally exposing ourselves. We are 
giving up that opportunity to pass on 
any costs,” Kumarasamy says, though 
he adds that the school considers 
those to be “manageable risks.”

Public institutions don’t have the 
deep pockets that private schools often 
do, and they’re already in a tenuous 
situation thanks to state budget cuts of 
the past few years. According to national 
estimates from Illinois State University, 
the U.S. cut higher education spending 
by a combined 10.8 percent from 
fi scal 2008 to fi scal 2013. Could public 
universities really be expected to assume 
the fi nancial risk that Dayton has? 

“Is this model going to scare 
off  the public or attract the public? 
We’ll see,” Kumarasamy says. 
“They’ll all be watching, though, if 
only because they cannot possibly 
imagine how we can pull this off .”

—Dylan Scott

The University of Dayton will offer 

incoming students a guaranteed 

four-year tuition rate.
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THE BREAKDOWN

$40b

90

Lost state tax revenues in 2011 
due to offshore bank accounts 
held by corporations and 
wealthy individuals, accord-
ing to a recent report from the 
U.S. Public Interest Research 
Group’s Education Fund.

Number of potentially undocu-
mented college students in 
the University of California 
system who took advantage of 
the state’s “tuition equity” law, 
which grants them in-state 
tuition rates, during the fi rst 
school year after its passage.
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1.1%
Growth in state and local 
government wages in 2012, 
compared to a 1.7% increase 
in private-sector salaries.

“That book 
made my son 
a Republican.”

—Idaho state Sen. John Goedde, who introduced a bill to require every high school 

student to read Ayn Rand’s “Atlas Shrugged” and pass a test on it to graduate.  

Source: The Spokesman-Review
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The number of online K-12 
students in Florida, which has 
more than any other state.

SLOWLY BUT SURELY, “policemen,” 
“fi remen” and “ombudsmen” are being 
erased from state codes and statutes. 
They’re being replaced by police offi -
cers, fi refi ghters and ombuds. It’s part 
of a nationwide effort to revise state 
laws to be gender-neutral, which can 

sometimes mean rewriting decades-
old language passed at a time when 
women weren’t a big part of the public-
sector workforce.

Washington state is currently 
reviewing its laws for gender-biased 
terms; the state plans to complete the 

Gender Equal Before the Law
revision this year. Some of the words 
to be whited-out include “watchmen” 
and “freshmen” (replaced by “security 
guard” and “fi rst-year students”). The 
state had already passed a law in 1983 
requiring that new language be gender-
neutral, but now state offi cials are 
combing back through state statutes 
to tweak every law passed since the 
state’s founding in 1854.

The Evergreen State isn’t alone. 
Florida and Minnesota have recently 
completed similar revisions. According 
to the National Conference of State 
Legislatures, roughly half of the states 
have taken some steps to ensure that 
all of their offi cial language is gender-
neutral. A few, including New York 
and Rhode Island, have gone back 
to their roots and changed their state 
constitutions.

“Words matter. Words help shape 
our perceptions about what opportuni-
ties are available to women and men,” 
says Liz Watson, senior counsel at the 
National Women’s Law Center. “This 
is one piece of a much broader effort. 
Words alone are not going to achieve all 
of the things that need to happen. But 
this is one easy part for us to do.”

—Dylan Scott
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Washington state has begun combing 

through its laws to remove bias.
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An Ebbing Urge to Incarcerate?
MOST INFORMED PUBLIC OFFICIALS
know that America leads the world 

in the number of people it incarcer-

ates, but they may not know by 

just how much. In fact, the United 

States’ rate of imprisonment, 500 per 

100,000 residents, is fi ve times as 

great as that of comparable countries. 

The U.S. has less than 5 percent of 

the world’s population, but the 2.3 

million people it has behind bars 

account for nearly a quarter of all the 

people imprisoned in the world.

Few people have more insight 

into the incarceration crisis than 

Matt Cate. He spent the last nine 

years focusing on the nation’s larg-

est prison system, the California 

Department of Corrections. Cate was 

a state prosecutor handling corrup-

tion cases involving public offi cials, 

correctional offi cers and cops when 

Gov. Arnold Schwarzenegger made 

him inspector general of California. In 

that role, Cate focused on waste and 

corruption in the state prison system. 

Then Schwarzenegger appointed him 

secretary of the California Department 

of Corrections and Rehabilitation. 

Schwarzenegger’s successor, Jerry 

Brown, kept Cate in that role, and 

when Cate left that job in November 

he was the last Schwarzenegger

appointee still on the cabinet.

The stricter sentencing laws 

California enacted during the 1990s 

resulted in soaring rates of incarcera-

tion, so the state began building more 

prisons. By the 2000s there was no 

money to build more prisons, and 

eventually the system reached 200 

percent of its design capacity. The 

state’s prison population peaked at 

173,000 in 2006. Two prisoners were 

occupying cells designed for one. 

Prison health care suffered, and infra-

structure such as prison wastewater 

systems became overburdened. Cali-

fornia’s prisons became very danger-

ous places for people to live and 

work. Massive incarceration produces 

what Cate calls a “factory” of bad 

criminal-justice outcomes despite the 

massive spending of taxpayer money.

Eventually federal courts ordered 

California to reduce its state prison 

population and improve inmate health 

care. Gov. Brown’s response has 

been a program called “realignment,” 

whose aim is to make the most effec-

tive use of the 110,000 beds in state 

prisons. Under the plan, which Cate 

helped craft with deep involvement 

from counties and other stakehold-

ers, counties were given far more 

responsibility for deciding which 

prisoners to send to the state system 

and which to house in county jails. 

The state shifted a billion dollars to 

the counties, and sheriffs are building 

new jails. Under realignment, state 

prison is reserved for the most seri-

ous crimes, and low-level felons are 

sent to county jails with the sheriffs 

empowered to make release decisions.

The results so far have been 

dramatic. The state has reduced its 

prison population from 200 percent of 

design capacity to 146 percent, and 

the governor has asked the courts to 

end their oversight of the prisons. Cate 

agrees that it’s time for that oversight 

to end. The right offenders have been 

realigned and a new round of inmate 

releases would be very diffi cult, he 

says. What about the counties, which 

under the realignment process were 

handed vast new costs and risks? If 

they’re unhappy, it’s clear they don’t 

blame Matt Cate: His new job is as 

executive director of the California 

State Association of Counties.

It’s possible that the U.S. has 

reached a tipping point on incar-

ceration. In 2010 the country saw 

its fi rst year-over-year decline in the 

overall state-prison population in 38 

years, according to the Pew Center 

on the States. The federal Bureau 

of Justice Statistics reported that 

in 2011 the nation’s prison popula-

tion again declined, with California 

reporting the largest decrease, down 

more than 15,000; in all, 26 states 

experienced declines in the number 

of people held in their prisons.

Maybe other public offi cials are 

beginning to see what Matt Cate sees: 

For taxpayers to get the best return on 

the money they spend on public safety, 

there may be far better ways than 

mass incarceration in state-run prisons.

—Mark Funkhouser

States’ prison 

populations 

have begun 

to decline.
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YOUNGSTOWN, Ohio—It’s a long jour-
ney from being the namesake city in 
Bruce Springsteen’s 1995 lament for the 
working class—They built a blast furnace/
Here along the shore/The story’s always 
the same/Seven hundred tons of metal 
a day/Now sir you tell me the world’s 
changed—to the home of what President 
Obama calls a “state-of-the-art lab where 
new workers are mastering 3-D printing 
that could revolutionize how we make 
almost everything.”

Youngstown is the pilot location for 
what may become a network of 15 manu-
facturing hubs. The National Additive 
Manufacturing Innovation Institute is 
dedicated to developing 3-D printing—
the manufacturing of a three-dimensional 
solid object of almost any shape from a 
digital model—into a mainstream indus-
try. Additive manufacturing, which can 
enable the rapid production of low-vol-
ume products, holds the promise of being 
an economic engine.

In fact, it’s expected to be a big part 
of the next generation in manufacturing, 
which also includes the rapidly growing 
fi eld of robotics and other automation ele-
ments. The ROI, however, is the exchange 
of technology for labor. The manufactur-
ing sector has shed 5.6 million jobs—or 
32 percent of the total—since 2000, but 
productivity, thanks largely to automa-
tion, has increased 44 percent in the 
same timeframe.

Manufacturing now accounts for only 
8 percent of the labor market, according 
to the Bureau of Labor Statistics, or, if you 
prefer, 6 percent as calculated by the U.S. 
Census Bureau. But those small numbers 
still carry signifi cant clout.

A new report released by the Brookings 
Institution points to the disproportionate 
impact of manufacturing on the U.S. jobs 
market. It employs 35 percent of engi-

By Paul W. Taylor

Manufacturing in 3-D
Three-dimentional printing could be the next big economic engine.

remains well short of what the country 
needs, which he describes as “mean-
ingful innovation-based investment in 
conjunction with the states, massive cuts 
in corporate taxes, a national strategy 
for innovation-based manufacturing and 
a major eff ort to level the playing fi eld 
when it comes to mercantilist practices” 
by trading partners and other national 
governments.

States and localities have a vital role 
in thinking locally about trading glob-

ally. Atkinson argues that they can bring 
geographically focused knowledge and 
commitments to manufacturing, but wor-
ries that state and local government often 
see their choices only in terms of “going it 
alone or looking at themselves as passive 
recipients of what happens in Washing-
ton.” He wonders whether they’re ceding 
their own interests by not making a “real 
eff ort to lobby for a true national growth 
and innovation agenda.”  G

Email ptaylor@governing.com

neers, accounts for more than two-thirds 
of private-sector spending on research 
and development, and produces fully 65 
percent of all U.S. trade. “After 30 years of 
being told that the U.S. was resigned to be a 
post-industrial economy,” write Bruce Katz 
and Peter Hamp, “we are suddenly realiz-
ing that our future lies in the interplay of 
production and innovation, and of domes-
tic markets and global demand.”

“Manufacturing matters because 
it’s simply impossible to have a vibrant 

national economy without a healthy, glob-
ally traded sector,” says Rob Atkinson, 
president of the Information Technology 
and Innovation Foundation. “And manu-
facturing is America’s most important 
traded sector.” 

Atkinson is buoyed by the Obama 
administration’s call for a network of 
manufacturing hubs. If and when they 
become fully formed, the hubs could be 
remembered as a signature achievement 
at the intersection of jobs, innovation and 
trade. Still, Atkinson says the federal eff ort 
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Youngstown, Ohio, is home 

to a 3-D manufacturing 

pilot project.
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Rate stability, fast claims processing and high claims satisfaction.1 Those 

are just some of the things that have made us the leader2 in voluntary 

benefi ts—Afl ac’s sole focus since 1955. 

Learn more at afl ac.com/business

You don’t get to be the leader in 
voluntary benefi ts by just winging it.
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Resurrecting Reagan
Republican governors think they can get their party back on top.

By Donald F. Kettl 

R
epublicans came away from their 2012 presidential 
defeat with two big conclusions: They needed a new 
voice, and their new voice needed new ideas. The real 
problem, Republican political consultant and uber-lin-

guist Frank Luntz suggested in The Washington Post, was that 
Republicans were in deep trouble because they had become the 
party of “no,” full of leaders who don’t connect with ordinary peo-
ple. “Talk is cheap,” he wrote,  “but bad language is costly.” The 
solution? A better megaphone with “a new language.” 

House Republican Majority Leader Eric Cantor picked up the 
megaphone with a February speech titled “Making Life Work.” 
His aim, he said , was “to strike a balance between what is needed 
to advance the next generation, what we can aff ord, what is a fed-
eral responsibility and what is necessary to ensure our children 
are safe, healthy and able to reach their dreams.” His goal was 
to “eliminate the doubt gripping our nation’s families” about the 
future facing their children. 

Away from Washington’s tap dance along the 
fi scal cliff , however, are a handful of governors  
who have decided to reshape “Republicanism” 
with an ax instead of a scalpel. In January, Loui-
siana Gov. Bobby Jindal’s explosive speech to the 
Republican National Committee put it bluntly: 
“We must stop being the stupid party.” Instead, 
he said, “it’s time for a new Republican party that 
talks like adults.” The key was to “recalibrate the 
compass of conservatism in the real world, beyond 
the Washington Beltway. 

“America is not the federal government,” 
Jindal told the RNC. He argued that the ongoing 
inside-the-Beltway debate was the wrong one, too 
focused on budget accounting and not enough on 
how America can “once again become the land of 
opportunity.” It was, Jindal insisted, the wrong bat-
tle fought on the wrong turf. Allowing Democrats 
to dictate concerns would lead to a government “so 
big that it will take us all down with it.”

So how do Republicans “focus on real people”? 
Jindal proposed ending his state’s income tax, 
both personal and corporate. Not to be oudone, 
Kansas Gov. Sam Brownback, who slashed the 
state income tax last year, now aims to wipe out 
the rest of it—along with reductions in the number 
of state employees, less spending on welfare and 
the merger of several departments. 

The Brownback plan echoes the debate that 
economist Arthur Laff er sparked when he drew a graph on his 
napkin claiming that cutting taxes would bring in more revenue by 
encouraging investment. And the income tax is top of the Republi-
can governors’ hit list. Nebraska Gov. Dave Heineman proposed an 
end to his state’s income tax, with lost cash replaced by a broaden-
ing of the sales tax base. Republican governors in Indiana, North 
Carolina, Ohio and Oklahoma are racing down the same road. 

That’s the core of the red-state uprising: Republican governors 
furious at Washington gridlock and determined to purify the Rea-
gan model. It has a powerful anti-tax campaign aimed squarely at 
the income tax, backed by the assumption that lower taxes will 
bring higher growth. It’s their answer to WWRD, or what would 
Reagan do?

The strategy is politically bold—and economically risky for 
state budgets. Across the nation, the individual income tax pro-
duces about a third of all state taxes, more than any other source. 
Moreover, as state budgets limped back from devastating economic 

Politics+Policy | POTOMAC CHRONICLE
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“America is not the 

federal government,” 

says Louisiana Gov. 

Bobby Jindal.
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THE FEELING IS MUTUAL.

We structured Build America Mutual, BAM, as a mutual company because we wanted to create a new kind of bond 
insurer. One that would closely align the interests of its stakeholders to create the most value for municipal issuers 
and bondholders—not shareholders. Our mutuality removes the conflict between a public company’s desire to drive 
earnings growth and return capital to shareholders and policyholders’ desire for maximum capital retention to back 
the guaranty. All said, BAM’s mission is to deliver market access and substantial interest cost savings for members 
and durable protection against loss for bondholders. We’re muni-only, rated AA/Stable by S&P, and built to last.
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By Ryan Holeywell

| FEDWATCH

collapse, income tax revenues grew almost 
twice as fast in 2011 (the most recent data 
available) as the yield from sales taxes. The 
more state economies shift to services, the 
more sales tax revenues might lag. 

But the fi nancial arguments don’t 
account for the visceral anti-Washington 
fervor. Virginia Attorney General Ken 
Cuccinelli is staking his 2013 gubernato-
rial campaign even further to the right, 
with the claim that Democrats are eating 
away at individual liberties and growing 
big government programs that “make 
people dependent on government.” Who 
benefi ts? Politicians who use the programs 
to trap recipients and boost their power. 

From the U.S. Capitol, Cantor is pushing 
a middle-class agenda, while political strat-
egist Karl Rove has created the new Con-
servative Victory Project, aimed at taking 
out Republicans who, he and his supporters 
believe, would weaken the party’s eff ort to 
retake the U.S. Senate. But the Republican 
governors believe they have the upper hand 
in the civil war over the party’s future.

It’s a high-stakes battle, The Weekly 
Standard’s William Kristol writes , “that 
can be liberating,” by providing “opportu-
nities for clear speech and bold proposals.” 
But, he points out, “there is no substitute 
for victory.” There’s no mistaking the con-
clusion of many Republicans in the states 
that victory will never come if they wait 
for their inside-the-Beltway colleagues to 
act. They think they have the weapons the 
party needs, and a historic opportunity to 
fi nish the Republican revolution that, they 
believe, was waylaid in Washington.  G

Email kettl@umd.edu

What would 

Reagan do? Republican

governors think a 

powerful anti-tax 

campaign is the answer.”
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What Happened to Urban Affairs?  
The White House offi ce has ‘little to show for its efforts.’

Four years ago, city offi cials were thrilled when President Obama announced 

the creation of the White House Offi ce of Urban Affairs. Led by former Bronx 

Borough President Adolfo Carrión Jr., the offi ce—in the words of the president—

would focus on “wise investments and development in our urban areas that will 

… make our country more competitive, prosperous and strong.” Today, many of 

the stakeholders who interacted with the offi ce at its outset say it never lived up 

to its promises. 

While state and local government offi cials are generally reluctant to criticize 

specifi c people or offi ces in the federal government for fear of hurting their rela-

tionship, some spoke more candidly about the Offi ce of Urban Affairs when 

granted anonymity. “I don’t believe that it lived up to anybody’s expectations—the 

White House’s or anyone else’s it was designed to serve,” says a lobbyist who’s 

worked with the offi ce in the past. “I have not worked with them or been able to 

fi nd a physical name or person in that offi ce in quite some time,” says another. 

“It just started slowly dissolving.” 

Bruce Katz, the founding director of the Metropolitan Policy Program at the 

Brookings Institution, agrees. “It’s hard to assess what it achieved or what the 

value added was,” says Katz, who helped lead the housing and urban transition 

team for the Obama administration as it took offi ce four years ago. In a 2009 

speech, Katz trumpeted the new offi ce, saying it represented an important com-

mitment from the president to consider cities and metro areas in all the major 

policy decisions. “That’s what the offi ce was supposed to do,” he says, “and I 

think it failed miserably.”

To be clear, the offi ce still exists. It’s led by Racquel Russell, a former legisla-

tive counsel to U.S. Sen. Tom Carper of Delaware. But urban leaders say they 

haven’t interacted with the offi ce in years, and when urbanist Richard Florida 

recently suggested that the administration create a federal department of cities, 

he specifi cally cited the shortcoming of the offi ce, which has “little to show for its 

efforts.” (The White House never replied to requests for an interview.)

It’s a mystery how, exactly, an offi ce once credited as being innovative lost its 

luster. Four years ago, Newark Mayor Cory Booker was reportedly offered the job 

as the offi ce’s director, but declined. Some observers felt that the offi ce needed 

a marquee fi gure in charge to boost its clout, and Carrión—largely unknown 

outside of New York—didn’t cut it. Still, stakeholders who worked with the offi ce 

say it was most active during Carrión’s leadership and started to become less so 

when he was moved to a position in the U.S. Department of Housing and Urban 

Development (HUD) just 14 months later.

On the whole, says Katz, the administration’s approach to urban issues has 

been mostly positive. In particular, he applauds programs like Sustainable Com-

munities, a partnership between HUD, the Environmental Protection Agency and 

the Department of Transportation. And he says the administration’s efforts on 

education reform and exports are a benefi t to metro areas.

Several stakeholders say the Offi ce of Urban Affairs came to function like an 

extension of the White House Offi ce of Intergovernmental Relations—a liaison to 

state and local leaders. “We never really fi gured out exactly what the goal was for 

[the Urban Affairs offi ce], although we were 

excited to see it,” says a lobbyist. “For 

whatever reason, it never took off.”

Find out what the
feds are up to at 
governing.com/fedwatch
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When
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Master of Science in Threat and Response Management
Weekend Degree Program

Gain knowledge from instructors with tactical experience in 
incident command.
Study cutting edge software and hardware in surveillance 
and monitoring.
Network and share lessons with colleagues and policy makers. 

Unfortunately, our world offers many opportunities to respond to tragedy. 
And many catastrophic events require special, seemingly superhuman, skills 
to manage successfully. This program combines classroom education and 
advanced hands-on training to effectively respond to threats to the public’s 
health and safety.
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By David Levine

Screen Saver
A new lung cancer test could save lives—but will it be covered by insurance?   

W
hen you hear the words “lung cancer,” you typically 
think two things. One, it’s bad; after all, it’s cancer 
and lung cancer is a particularly hard-to-treat dis-
ease. And two, the person who got it is or was a 

smoker. Your fi rst thought is accurate. Lung cancer kills about 
160,000 people a year in the U.S., more than breast, prostate and 
colon cancers combined, making it the leading cancer killer among 
both men and women of every racial and ethnic group. Your sec-
ond thought, however, is false.

About 80 percent of all lung cancer deaths occur in people 
who never smoked or who quit smoking decades ago, according 

to Laurie Fenton Ambrose, president and CEO of the Lung Cancer 
Alliance. But the common misconception that only smokers die 
from lung cancer, and the implication that they therefore reap 
what they sow, may be coloring the debate about a new type of 
screening that could save many of these victims’ lives.

The test is called low-dose computed tomography (CT) scan-
ning. It was part of the National Cancer Institute’s National Lung 
Screening Trial, and in November 2010 was halted because low-

dose CT screening of high-risk populations had reached a pre-
scribed limit of reducing mortality by at least 20 percent. Put 
simply, the test worked so well that the trial was called off . Since 
then, further modeling has predicted a practical reduction of 35 to 
60 percent in lung cancer deaths, says Ambrose. By comparison, 
mammography’s death reduction benefi t is just 15 percent. 

The test is also cost-eff ective. Its cost per life saved (an analysis 
of public health value) is under $19,000, according to accounting 
consultant Milliman  Inc., which published its analysis in the April 
2012 edition of Health Aff airs. Mammography’s value is $31,000 
to $51,000, and colorectal cancer screening is $19,000 to $29,000. 

While the latter two screenings are covered by health insur-
ance, lung cancer screening, so far, is not. Medical guidelines and 
protocols are set, for the most part, by the United States Pre-
ventive Services Task Force (USPSTF), under the aegis of the 
Department of Health and Human Services. The USPSTF hasn’t 
approved the screening yet, and Ambrose, for one, is frustrated. 
“The [National Cancer Institute] halted the trial because it met 
its end point in 2010, but three years later, the USPSTF still has 
issued no ruling,” she says. 

This is particularly troublesome because states are just now 
starting to set up their health insurance exchanges and determin-
ing basic coverage packages in relation to Aff ordable Care Act 
implementation. “We have been strident in our request for accel-
erated consideration for this, because states are moving forward, 
but there is still no guidance,” she says. “We are at a crossroads, 
because this is now a timing question.”

Why has the task force dragged its feet? It won’t say. It is 
notoriously opaque and rarely comments on its deliberations. 
“We ask them and just get standard boilerplate responses back,” 
Ambrose says. “I think they do not have an appreciation of the 
practical implications [of low-dose CT scanning]. A tragic and 
massive loss of life is occurring, and to not grasp what this really 
means is very disconcerting.”

Ambrose thinks it is based, at least in part, on the notion that 
only smokers get lung cancer. “It’s the only cancer that is blamed 
on the patient,” she says. 

Lung cancer is also the least-funded by federal research dol-
lars of the four leading cancer killers. The Lung Cancer Alliance 
is lobbying every state in hopes of getting low-dose CT scanning 
included in Aff ordable Care Act coverage, but without USPSTF 
approval, the odds are long. “I wish I were optimistic about this,” 
Ambrose says. “This test is a proven health benefi t. But this is 
about politics, it’s not about science.”   G
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Federal research 
funding per death, 
by type of cancer 
(fi scal year 2012)

$26,398
Breast Cancer

$1,442
Lung Cancer

$6,849
Prostate  Cancer

$13,419
Colon  Cancer

Lung Cancer: 
A Major Killer Ignored by Research
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By Dylan Scott

Strange Bedfellows
State regulators see the insurance industry as their greatest ally in climate change debates.

M
ost insurance companies aren’t adequately prepar-
ing for the challenges of climate change, says a new 
survey from the National Association of Insurance 
Commissioners (NAIC). Yet, the March survey con-

cludes, insurance companies are still the best positioned to take 
the lead on the issue and become vocal advocates in statehouses 
across the country and on Capitol Hill.

It’s not an obvious role for the industry—that of climate change 
advocate—especially when only 13 percent of all insurance com-
panies have a comprehensive strategy around climate change. 
The rest don’t have any kind of framework to identify 
trends and how they are aff ecting their business.

That’s why state regulators are pushing insurers to 
become more vocal in the climate change policy debate 
and adjust their business practice to refl ect how it is 
impacting their industry. 

It should be a no-brainer, they say. Insurers 
are paying out more claims in areas hit by extreme 
weather events, as in the Northeast in the wake of 
Hurricane Sandy. These events force insurers to 
rethink the methods they use to value and under-
write homes or businesses in those areas. On top of 
that, insurance companies already have to prepare for 
changes in federal or state environmental policy that 
aff ect their clients.

“The underlying issue here is that decades of 
underwriting practices are threatened right now 
because we are being exposed to a fundamental 
change, and historical precedent is not going to be 
the guide for what we can expect in the future,” says 
Washington Insurance Commissioner Mike Kreidler. “Climate 
change is a signifi cant risk to insurers, both their shareholders 
and policyholders. The clock is clearly ticking.”

Indeed, 2012 was a watershed year for insurers and climate 
change. The industry lost a combined $58 billion due to extreme 
weather—much of it a result of damage by Sandy—according to 
Ceres, publisher of the survey and a nonprofi t group that advo-
cates for sustainability. It was also the warmest year on record 
in the lower 48 states, an indication that extreme weather might 
become more common. 

Some have even suggested that unless the industry adapts, it 
could become untenable for insurers to stay in business in coastal 
regions that are routinely hit by extreme weather. That could 
mean millions of residents in those areas would go uncovered.

So there’s a big role for insurers to play in the arena, Kreidler 
says. Insurance companies, for example, could work with local 

zoning boards and city planners to help mitigate climate risks in 
individual communities. Already three states—California, New 
York and Washington—require insurers that bring in more than 
$300 million in premiums within their borders to disclose any 
climate-related risks. 

But insurers’ lack of preparedness should concern state and 
local governments not only as policymakers and regulators, but 
also as stakeholders in publicly traded insurance companies, 
says Jack Ehnes, CEO of the California State Teachers’ Retire-
ment System (CalSTRS) and a former insurance regulator in 

Colorado. Many public pension systems have made investments 
in insurance companies: About $3.8 billion of CalSTRS’ $153 bil-
lion portfolio is invested in insurers.

 “These trends have enormous implications for our economy, 
and that’s why we as investors are focused so acutely on this 
industry,” Ehnes says. “Despite the signifi cant risk that climate 
change represents, the insurance industry’s response has been 
well short of what we need.”

The NAIC survey was drawn from paperwork submitted by 
184 insurance companies to state regulators in California, New 
York and Washington. As the survey notes, almost every major 
insurance company in the United States does business in one 
of those three states, making it eff ectively a comprehensive 
national survey.  G
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cooperatively owned utilities, which have 
an easier time of it because they already 
have bonding authority, relationships 
with customers and access to the streets. 
There are about 2,000 cities with pub-
lic power utilities or “munis,” and more 
than 900 cooperatively owned power 
companies that collectively serve about 
100 million Americans. 

Nick Braden, spokesman for the Amer-
ican Public Power Association, says more 
than 135 of his member public utilities are 
already off ering broadband service. Many 
also off er cable TV and phone service. 

“As was the case when America was 
electrifying a century ago, many unserved 
or underserved communities are ready, 
willing and able to take matters into their 
own hands, if necessary, to deploy the 
sophisticated broadband communications 
networks that will enable their communi-
ties and America to continue to be a leader 
in the global economy,” says Braden. 
“Many have already done so.” 

What about cities that don’t have pub-
lic power or cooperatives? They can still 
come up with a strategy to start putting in 
place their own fi ber-optic network. Santa 
Monica, Calif., has built one such network 
called the Santa Monica City Net, which 
provides broadband to businesses in the 
downtown area. 

“Internet access, like electricity, is cru-
cial to the economic and social health of 
the country,” wrote Susan Crawford in an 
op-ed in Bloomberg News. Crawford, a law 
professor and former special assistant to 
President Obama, is the author of “Cap-
tive Audience: The Telecom Industry and 
Monopoly Power in the New Gilded Age.”

Public fi ber networks diff er from pri-
vate ones in that cities are interested in 
extending great Internet and other services 
as widely as possible, particularly for eco-
nomic development reasons and not just 
maximizing profi ts and shareholder value. 

Who Controls Fiber?
Private companies think they should be the only player in the broadband market.

G
reat politicians can explain 
complex issues quickly and 
simply. That’s what Frank-
lin Delano Roosevelt did on 

Sept. 21, 1932, when, as a candidate for the 
presidency, he spoke in Portland, Ore., and 
addressed a big  issue of the time: electrical 
service and who would provide it—public 
utilities or private companies. 

“My answer has been, as it is tonight, to 
point out these plain principles,” Roosevelt 
told the crowd. “That where a community—
a city or county or a district—is not satis-
fi ed with the service rendered or the rates 
charged by the private utility, it has the 

undeniable basic right, as one of its func-
tions of government, one of its functions of 
home rule, to set up ... its own governmen-
tally owned and operated service.”

FDR went on to win the presidency 
and, while losing some battles, he helped 
bolster the viability of both public and 
cooperatively owned power companies, 
which are still serving their communi-
ties well today. He also encouraged states 
to regulate private electrical companies 
more aggressively. 

We are at a similar transition point with 
fi ber-optic networks, the slender glass 
tubes that transmit the torrents of bits and 
bytes that power the Internet, cable tele-
vision and telephone service, as well as a 
range of other services, including smart 
energy grids. 

It is now clear that fi ber networks need 
to go everywhere; they should be carried 
into homes and businesses and replace 
the antiquated copper lines. But who will 
install these networks and who will con-
trol them? This question is key because it 
will impact decades of economic growth 
and who will benefi t from it. 

Hundreds of towns and cities are already 
laying their own fi ber networks, and off er-
ing high-speed Internet, cable TV and tele-
phone service at reasonable rates. They are 
doing this in the teeth of opposition from 
the private cable giants, such as Comcast, 
AT&T and Time Warner. These companies 
are using every means at their disposal, 
from the courts to the city council to the 
state legislature, to stop towns and cities. 

Most of these places are setting up 
fi ber-optic networks through public or 

By Alex Marshall
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“When a community owns it, the incen-
tives produce totally diff erent results,” says 
Christopher Mitchell, director of the Tele-
communications as Commons Initiative of 
the Institute for Local Self-Reliance. 

But private companies are fi ghting 
hard against such eff orts, usually losing 
in court but sometimes winning in state 
legislatures after heavy lobbying and 
campaign contributions. In 2007,  for 
example, the Louisiana Supreme Court 
ruled 7-0 against BellSouth and Cox 
Communications, the phone and cable 
television companies that had sued to 
stop a Lafayette power company from 
installing a fi ber-optic network. But the 
North Carolina legislature passed a bill in 
2011 that essentially prohibited localities, 
many of which already have public power, 
from off ering Internet service. Eighteen 
other states reportedly have similar laws. 

Given that the evidence shows that 
cities could off er better service at better 
prices than private companies, the logic 
behind these laws makes little sense. 
“They are the kind of arguments that can 
only work when accompanied by an army 
of lobbyists and large campaign contribu-
tions,” says Mitchell. 

For a couple key reasons, many Ameri-
cans are unaware of these crucial battles 
taking place. First, people are so used to 
thinking of government doing things less 
effi  ciently that it turns their head around 
to realize the public sector can do some 
things better, even supplying physical 
infrastructure. Second, information is 
fractured. Although we live in a famously 
information-saturated time, what’s hap-
pening in places as disparate as Philadel-
phia, Lafayette and Chattanooga, Tenn., 
doesn’t travel far. Private companies can 
operate in a bubble, secure that a popu-
lation one or two states over won’t know 
what they are doing. 

If the politicians falter, they should 
remember FDR’s words. It’s clear that 
fi ber networks are a natural monopoly 
and need to be either run directly by the 
government, or so heavily regulated that 
it amounts to the same thing.  G
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Digging for Dollars
It costs too much to build new subways. Yet we need them.

This year marks the 150th anniversary of the world’s fi rst subway system, which 
opened in London in January 1863. At its start, the London Underground was a mere 
3.5 miles long, with trains running between Paddington and Farringdon stations. 
Today, it has 250 miles of track and is just one of the more than 190 cities that have 
metro systems. That number is growing too. From São Paulo, Brazil, to Mumbai, 
India, to just about every major city in China, subway projects are either about to 
start or are deep in the planning stages in almost every major country in the world. 

Except, of course, in the United States. Construction of subways here has slowed 
to a crawl. We have fi ve cities with a population of more than 1 million—Dallas, Hous-
ton, Phoenix, San Antonio and San Diego—that have opted to build light rail lines 
instead of subway systems. The diff er-
ence? Light rail is slower and far less 
effi  cient than the heavy volume, high-
speed, people-moving systems that 
rumble under the streets of Boston, 
Chicago, New York, Philadelphia and 
other major American metropolises.

Certainly there’s a smattering of 
active projects. After years of delay, 
Washington’s Metro has nearly fi nished 
construction on its 11.6-mile Silver Line 
to Dulles International Airport. In Los 
Angeles, the long-delayed extension of 
the city’s Purple Line appears to have 
fi nally cleared environmental hurdles, with work expected to begin later this year. 
San Francisco’s BART is adding an extension into Silicon Valley that will be operational 
in 2015. And there’s New York City’s Second Avenue line, the most heralded subway 
construction project to date, which began in 2011 after decades of delay. Current work 
covers two miles under the east side of Manhattan that will have three stations and 
cost a staggering $4.5 billion.  

That astronomical fi gure, in a nutshell, is why there’s so little subway activity in the 
U.S. Washington’s Silver Line is expected to cost $5.6 billion; the Purple Line exten-
sion in Los Angeles has a price tag that starts at $4.5 billion. And remember, these 
projects are just extensions of existing lines or new routes, not whole new systems.

Why are subway projects so costly? “Tunneling projects in New York routinely 
clock in at fi ve to 10 times the cost of their Asian and European counterparts,” 
reported Forbes. The same article also found that U.S.-built subway projects are three 
to four times more expensive than similar projects overseas. The cost culprits are 
many, from burdensome environmental regulations and union-friendly contracts, to 
less-than-innovative tunneling techniques, fragmented design strategies and poor 
project management. 

Some might argue that we don’t need such large-scale transit systems, which are 
not only expensive to build but also expensive to run. But we can’t ignore the fact that 
the U.S. is becoming an increasingly urbanized country, with more people working 
and living in cities every year. Subways provide one of the most effi  cient ways to move 
large numbers of people quickly. Like it or not, it seems that our economic future 
could hinge on our ability to build subway systems at a lower cost.  G
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Geek
SQUAD
Reinventing local 
government 
by way of 
Silicon Valley

By John Buntin
Photographs by David Kidd

Code for America 

fellows Laura Meixell,

Shaunak Kashyap 

and Marcin Wichary 

in Louisville, Ky.
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M
ark Bolton has a problem. To be more precise, 
he has 250 problems. Bolton runs Louisville, 
Ky.’s metro jail system. Its main facility—two 
aging structures joined by a pedestrian sky 
bridge—is designed to hold 1,353 inmates. 
Another facility across town has another 440 

beds. But on this particular day in early February, Bolton has 
2,043 people behind bars. For weeks, he’s been adding cots to the 
barracks-style rooms that house most inmates. But the jail is so 
overcrowded that he’s now considering opening another wing of 
the facility, even though it’s not up to code.

“It’s actually illegal for us to open it, but I have to consider it,” 
he says. “[W]hat’s the worse of two evils, just packing them in 
here like sardines, or putting them in a section of the jail that we 
don’t want to put them in?” 

Jails don’t fi ll themselves. Police, prosecutors and judges do. 
“A jail is like a rain barrel,” says Kim Allen, executive director of 
Louisville’s Metro Criminal Justice Commission. “If you want to 
change the water level, you’ve either got to put less in or let more 
out.” But while everyone in Louisville knows the barrel is over-
fl owing, they’ve had a hard time adjusting the taps. 

One of the biggest problems is sharing information. Louisville 
has a long history of coordinating criminal justice initiatives, 
including what may be the oldest multiagency criminal justice 
commission in the country. Sharing information electronically, 

though, is a diff erent story. The courts’ computer systems are 
administered by the state; the jail’s by the city; and then there are 
the systems used by Louisville’s various prosecutors, the public 
defender’s offi  ce and the police department. Although signifi cant 
progress has been made in linking up the courts and law enforce-
ment, the overall system is still far from optimal. Louisville’s 40 
elected judges use their computer system in diff erent ways to dif-
ferent degrees. Unnecessary duplication of forms is rife. Prisoners 
stay in jail for roughly 20 days on average before going to trial, 
even though many are there for nonviolent off enses. Some are 
there for failing to appear in court on bench warrants—warrants 
they didn’t even know about. Louisville doesn’t have the technol-
ogy to provide public access to its criminal justice system. As a 
result, it often communicates with off enders by arresting them. 

Metro offi  cials know these problems could be fi xed with bet-
ter systems and new technology. But like most city and county 
offi  cials, they’re hard-pressed to fi nd the money to make these 
sorts of investments. The state-operated court system has experi-
enced years of deep budget cuts. Kentucky’s chief justice recently 
estimated that it would cost $28 million to begin updating the 
system. Software and support from vendors are expensive, and 
Louisville’s 70-person IT department includes just two program-
mers, which limits its ability to develop customized solutions.

All of which explains why Bolton and his top managers are 
willing to talk at length with a San Francisco-based team of com-

G E E K  S Q U A D

Louisville Mayor Greg Fischer says he’s interested in all parts of governance, 

including what he calls “the breakthrough part.”
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puter programmers, designers and data experts. On a recent rainy 
day, a trio of them is gathered around the conference table off  
Bolton’s offi  ce on the third fl oor. They represent an unusual skill 
set for local government. 

Marcin Wichary, 35, is a user interface designer and program-
mer. Originally from the Polish city of Szczecin, he’s worked for 
the past seven years at Google, primarily on its Chrome and search 
teams. Laura Meixell, 27, was previously a Presidential Man-
agement Fellow at the U.S. Department of Housing and Urban 
Development, where she worked on HUDStat, the department’s 
performance tracking system. Shaunak Kashyap, who turns 32 
next month, grew up in Mumbai, India, before emigrating to the 
U.S. His fi rst job as a programmer was writing code to control 
satellites. He then made his way to Yahoo and Netfl ix. 

With their impressive credentials, attentive demeanors and 
buttoned-down business attire, the youthful group could easily 
be a team of high-powered consultants. In a sense, they are. But 
these are consultants with a twist. Louisville isn’t paying for their 
services. Instead, they are here as volunteers with a San Fran-
cisco-based nonprofi t called Code for America (CfA). The idea 
is for the city to lay out its problems and for the team to explore 
ways software codes—new apps—could solve them. In particular, 
they are looking at the issues Louisville is having with its criminal 
justice computer system to see whether there might be a custom-
ized software fi x.  

CfA founder Jennifer Pahlka calls it “the Peace Corps for 
geeks.” Programmers and other data specialists apply for a one-
year fellowship, for which they receive a stipend of $35,000. Cities 
apply too, presenting potential projects and also lining up funding 
for the fellows. (Some cities, including Louisville, rely on foun-
dations; others appropriate funds to cover the $120,000 cost of 
a three-fellow team.) Last year, 29 cities and counties proposed 
projects. More than 550 people, many of them from top technol-
ogy companies, applied for the 28 fellow positions. In a sea of 14 
million local government employees, that’s not a large number. 
But the idea Code for America embodies is very big indeed. “The 
notion,” says Pahlka, “is that we should make government work 
like the Internet itself.” 

Louisville and other cities, such as Boston and Philadelphia, 
have used their partnerships with CfA as part of a conscious 
eff ort to seed Silicon Valley virtues, such as creativity, speed 
and experimentation, in local government. That raises the ques-
tion: What’s in Silicon Valley’s secret sauce, and why are Louis-
ville—and a growing number of other cities—so eager to get it? 

Code for America began with the vision of 
computer publisher Tim O’Reilly. In 2005, O’Reilly coined the 
phrase “Web 2.0” to describe the shift away from the personal 
computer to the Internet itself as a computing platform. Four 
years later in 2009, O’Reilly Publishing and UBM TechWeb orga-

G E E K  S Q U A D

Code for America fellows spend a month camped out in their host city before 

returning to San Francisco to work on a plan of action.
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G E E K  S Q U A D

nized a conference, Gov 2.0, at which he challenged program-
mers to start working on society’s most urgent problems. His call 
resonated with Pahlka, a computer gaming event organizer, who 
helped put the conference together.

 “One of the things I love about Silicon Valley is the experi-
mentation and willingness to play around,” says Pahlka. “That is 
wonderful, but sometimes becomes trivialization. As a society we 
can’t aff ord to have some of our brightest minds working on trivial 
things like, you know, Facebook apps.” 

Barack Obama’s election in 2008 raised hopes in Silicon Valley 
that Gov 2.0 for the federal government was at hand. And indeed 
people such as Todd Park, one of the founders of Athenahealth 
and the federal government’s current chief technology offi  cer, 
moved to the nation’s capital and became eff ective proselytizers 
for open data and startup government. However, one of Pahlka’s 
childhood friends, Andrew Greenhill, who worked as the chief 
of staff  to then-Tucson mayor Robert Walkup, argued that Silicon 
Valley was focused on the wrong level of government—that Gov 
2.0 could have a bigger impact on cities. 

“Andy kept telling me that people understand their relation-
ship with city government more than they do with the federal 
government,” recalls Pahlka. Cities such as Tucson needed apps 
too, apps that addressed the issues people cared about most: 
Where was the closest park? Was it clean? When would the trash 
get picked up? 

Pahlka was dubious. “That’s not going to happen,” she told 
Greenhill. People in Silicon Valley, she argued, were interested in 
two things. One was making lots of money. The other, which she 
considered even more important, was that “they value creativ-
ity, agility, speed, autonomy and independence. That is not what 
government off ers them.”

For nearly a year, Pahlka and Greenhill went back and forth 
on the issue. Then Pahlka went to Flagstaff , Ariz., for a fam-
ily reunion. There she met up with her friend. “One day, we 
were talking about his experiences with Teach for America, 
how it infl uenced him, how he went into public service.” For 
Pahlka, it was a eureka moment. Programmers would never 
see writing apps for local government as a way to get rich, but 
they might see it as a form of public service. That very night, 
says Pahlka, “I told my dad and stepmom that I was quitting 
my job and starting something called Code for America.” She 
did. A year later, in January 2011, CfA enrolled its fi rst group 
of “fellows.” 

Pahlka’s vision for the group was essentially that by taking 
start-up values to government, “this thing that works” (Silicon 
Valley) would “fi x this thing that doesn’t” (government). She 
quickly concluded that idea was wrong. 

“There is a lot that is broken,” Pahlka says of local govern-
ment, “and it is a really complicated system.” But, she continues, 
“the biggest thing we have learned is that the people who work 

To better understand the daunting challenges facing Louisville’s 

corrections system, the fellows toured the city’s jails. 
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in government, by and large (and there are certainly exceptions), 
are actually amazing. They go into this fi eld because they want to 
serve the public. The notion that we were going to fi x them was 
terribly wrong.”

What was broken, though, was the relationship between 
government and the citizenry. “That’s a problem on both sides,” 
Pahlka says. 

One way she saw to fi x it was by encouraging citizens to see 
problem-solving as something they could do with government. 
CfA fellows would act as catalysts in that process. An early success 
story occurred in Boston. During snowstorms, many residents 
there dig out and assertively defend parking spaces. Meanwhile, 
the fi re department struggles to clear hydrants. Fellows helped 
write an “adopt-a-hydrant” application that allows residents 
or businesses to take responsibility for shoveling out “their” 
fi re hydrants. (Buenos Aires, Chicago and Honolulu have since 
adopted modifi ed versions of the application for maintaining 
other shared infrastructure, such as sidewalks.) 

The following year, fellows in New Orleans addressed a prob-
lem that frustrated local residents in neighborhoods aff ected by 
urban blight: They created a one-stop resource with extensive 
information on who owned what piece of property, as well as the 
restoration status of each lot. Called BlightStatus, the website 
allows citizens to enter an address and get a comprehensive update 
on remediation eff orts. In Detroit, a team of fellows developed 

Textizen, an app that allows local offi  cials to conduct quick surveys 
of city residents. 

As Code for America has grown, Pahlka and her colleagues 
have sought to leverage its work in numerous ways. One has 
been to make the code for all of the applications developed 
by the fellows freely available online. Another has been to use 
local programming talent by inviting local computer program-
mers to become “captains” of civic hacking “brigades” that can 
assist local governments even in the absence of fellows. More 
recently, Code for America has created a business accelerator 
to encourage programmers to develop commercial applications 
for local government. 

“Once you create the demand for a diff erent way of doing 
things, you need to be able to fulfi ll it,” says Pahlka. “The typi-
cal way you fulfi ll it is through contracts. We need to be a much 
larger, richer ecosystem of companies that contract with local 
government.”

As interesting as Code for America’s plans 
for local government are, even more intriguing are the ways 
in which mayors and county leaders are using those ideas to 
implement Silicon Valley virtues in local government. For 
Mayor Greg Fischer, bringing CfA to Louisville isn’t simply a 
way of addressing jail overcrowding. It also off ers a chance to 
promote innovation in government more broadly. 

For a different perspective on how to fi x the system’s problems, 

the Code for America team interviewed inmates.
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Prior to winning election as mayor in 2010, Fischer was a suc-
cessful entrepreneur, with a passion for quality improvement. By 
all accounts, he’s brought that same passion to metro government.

“He lives and breathes continuous improvement,” says 
Margaret Handmaker, a longtime consultant for Booz Allen 
Hamilton and a former state secretary of commerce who came 
out of retirement to serve as Fischer’s interim director of eco-
nomic improvement. “It’s what he is about.” 

One of Fischer’s fi rst acts was to create a planning depart-
ment, whose primary function was putting W. Edwards Deming’s 
Plan-Do-Check-Act (PDCA) model for continuous quality 
improvement in place. (“There were a lot of cities and agencies 
collecting data,” says Fischer, “but when I asked them, ‘How are 
you then solving problems?’ most people looked at me with a 
what-does-the-question-mean look.”) He also embraced Balti-
more’s CitiStat, which gathers data on government agency per-
formance in a single computer database, allowing local offi  cials to 
evaluate everyday performance and progress toward civic goals. 
“LouieStat,” now in its second year of operation, began with nine 
key agencies. Together with the PDCA process, it aims to address 
what Fischer calls “the daily work and continuous improve-
ment” part of government. But there is also what Fischer calls 
“the breakthrough part.” In 2011, Louisville was one of fi ve cit-
ies awarded a $4.8 million Bloomberg innovation award. With it, 
Louisville intends to make striking improvements in fi ve areas: 

recycling, animal control services, vacant and abandoned proper-
ties, rezoning, and encouraging exports.

For Fischer, successful governance involves all three of these 
functions—the daily work, continuous improvements, and inno-
vation and breakthroughs. He sees the city’s partnership with 
Code for America (the cost of which has been paid for largely by 
the Houston-based Arnold Foundation) as a way of improving on 
all three of these functions. 

“Number one,” says Fischer, “we have a real problem we can 
improve on”—jail overcrowding. This is not a small problem. 
Nationwide, some 800,000 people are locked up in local or county 
jails at any given time. Many are nonviolent off enders awaiting a 
court date. Yet only about a tenth of the nation’s local jurisdic-
tions use a risk-assessment protocol to decide who should stay 
behind bars and who can be safely released pending their court 
appearance. The cost of building new facilities instead can be con-
siderable. Denver recently spent $159 million on a new 1,500-bed 
detention facility. While it has many features that should make it a 
more effi  cient and humane institution than Louisville’s facilities, 
it’s an expenditure Fischer would prefer to avoid. 

The second reason to use Code for America is the role it can 
play as a dedicated innovation resource. “It’s hard in any business, 
or government for that matter, to pull out dedicated resources 
just to focus on innovation,” says Fischer, “so this is an intentional 
way to do that.”

G E E K  S Q U A D

During their month in Louisville, the CfA fellows divided their time between 

the criminal justice commission and the IT department. 
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The third attraction of the program is that it can give Lou-
isville a global best-practices view. “When you’re doing culture 
change in an organization, there have to be signals from the out-
side that your organization is in fact changing and being valued 
on the national or international level,” says Fischer. “That’s why 
we compete for things.”

There’s another benefi t too—fresh eyes to assess how and 
what you’re doing. 

“The last person you want to ask is the person who works in 
the government,” says Ted Smith, who heads Louisville’s eco-
nomic growth and innovation initiative. “They’re the fi sh in the 
fi sh tank. They don’t see the water. The hallmark of all Code for 
America projects is, what is the user experience? How does it 
work? And is it ineffi  cient or ineff ective in some way?”

As for the CfA fellows, after their fi rst month
in Louisville, they’ve begun to circle around a handful of poten-
tial fi xes to the criminal justice system. Resolving all the issues 
of inoperable computer systems may be beyond the capacity of 
three fellows.

“Every group of users has diff erent systems and diff erent levels 
of access,” notes Wichary. Simply trying to map them all—a task 
the fellows have undertaken—“is an interesting challenge.” They 
have also begun looking at other issues. One has to do with how 
Louisville interacts with the people it imprisons pending trial. 

Outstanding warrants is on this list. Louisville—a city of 
600,000 residents—has 100,000 of them. “We have heard that 
sometimes it is hard for people to re-docket,” says Wichary. Some 
citizens who have a warrant pending can walk into court, pay a 
fi ne or reschedule (re-docket) a court date, and walk out. But fi rst 
they need to know there is a bench warrant. They also need to 
understand where they need to go to re-docket their case, and 
what words like “re-docket” mean.

Right now, there is no single source of information on out-
standing warrants, no easy way to pay a fi ne and no way to 
reschedule. “It’s just one piece of the puzzle,” says Wichary, 
who also cautions that the fellows have not yet begun to discuss 
specifi c solutions in detail, but “it’s a general area we are trying 
to explore.” 

That’s just fi ne with Criminal Justice Commission head Kim 
Allen. “There are so many opportunities for either applications or 
process changes or interfaces that can make a real diff erence in 
how eff ective and ineffi  cient the system is,” Allen says.

“[H]aving them here helps us re-energize and focus our eff orts. 
I think you can see the excitement from the players in the system. 
It’s a great opportunity.”  G

Email jbuntin@governing.com

G E E K  S Q U A D

More photos and video interviews with the CfA fellows at

governing.com/codeforamerica

Senior Executives in State  
and Local Government
June 3 – 21 and July 8 – 26, 2013

Comparative Tax Policy and 
Administration
June 17 -  28, 2013 

Using Evidence to Improve 
Social Program Effectiveness
June 23 – 28, 2013

Leadership Decision Making: 
Optimizing Organizational 
Performance
June 23 – 28, 2013

Leaders everywhere recognize that lifelong learning is no longer an option — it is a necessity. Our rapidly changing 
world demands a continuous commitment to building new skills, networking and keeping up with innovative 
ideas and the latest research.

Harvard Kennedy School offers the most comprehensive range of executive education programs in public 
leadership. We bring together experienced professionals, renowned faculty and a dynamic curriculum in 
a setting where the common denominator is a shared commitment to public value. A series of classroom 
sessions and networking opportunities equip leaders with the tools necessary to address the world’s most 
pressing issues. The result is a lasting transformational leadership experience.

To learn more about Harvard Kennedy School Executive Education, visit www.hks.harvard.edu/ee/education or 
call 617-496-0484.

HARVARD UPCOMING PROGRAMS:

 FOR YOUR COMMUNITY.
Ask what you can do
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Going It

Flood-prone cities like 
Hoboken, N.J., aren’t 
waiting for another 
Superstorm Sandy. 
They’re taking matters 
into their own hands.

By Jonathan Walters
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It Alone

A man walks 

through fl ood 

waters in Hoboken, 

Oct. 30, 2012.

E
M

IL
E

 W
A

M
S

T
E

K
E

R

GOV04_34.indd   35 3/18/13   1:25 PM

100 Blue Ravine Road
Folsom, CA 95630
916-932-1300

Page #

__________Designer __________Creative Dir. 

__________Editorial __________Prepress

__________Other ____________OK to go

5      25    50     75    95   100 5      25    50     75    95   100 5      25    50     75    95   100 5      25    50     75    95   100

BLACK
YELLOW

MAGENTA
CYAN



GOVERNING |  April  201336

W
hen Hoboken, N.J., resident Larry 
Henriques saw the paint can fl oat 
by, he thought it odd. When he saw 
a car just down the street start fl oat-
ing away, he found it alarming.

As locals describe it, Hoboken 
“fi lled up like a bathtub” on Oct. 29, 

2012, as Superstorm Sandy churned its way over the East Coast, 
pushing the Hudson River over its banks, breaching Hoboken to 
the north and the south, and causing tens of millions of dollars in 
damage to the low-lying city of 50,000 residents just across the 
river from Manhattan.

The storm revealed long-predicted vulnerabilities to major 
population centers along much of the eastern seaboard. Sandy 
also revved up discussion about how those population cen-
ters might be protected in the future if, as forecast, such severe 
weather events—exacerbated by rising ocean levels—become 
more frequent. (In the past three years alone, New York City has 
experienced three of its top 10 fl ooding events.)

In the months since Sandy, experts from all over the world 
have been weighing in on how to protect the East Coast from 
further—and almost inevitably more serious—natural disasters. 
Ideas range from elaborate and ambitious mega-billion dollar 
projects such as vast seawalls, gates and dikes similar to the Lon-
don/Thames Estuary Project, to deploying giant infl atable corks 
to plug New York and New Jersey’s extensive network of rail and 

road tunnels. At the same time, offi  cials are considering mas-
sive buyouts and relocation eff orts to turn development-clogged 
waterfronts back into natural coastal barriers that protect inland 
life and property from the full brunt of a storm.

Everything, it seems, is now on the table as politicians, emer-
gency managers, planners, climatologists and other experts hash 
out how to keep the Atlantic Ocean out of places like Queens and 
Jersey City.

But there is one political leader directly aff ected by Sandy who 
doesn’t seem all that intrigued by the debate and the discussion. 
Three-year Hoboken Mayor Dawn Zimmer says she’s not inter-
ested in massive regional solutions aimed at holding back the Hud-
son, or in plans to put her city on stilts, or even in returning her 
waterfront to wildlife-fi lled meadowlands. None of that, she says, 
is remotely practical. What she wants to do is to harden Hoboken. 

“It’s just not physically possible,” says Zimmer, when Federal 
Emergency Management Agency offi  cials say that either build-
ings or street entrances in Hoboken need to be raised by 13 feet. 
Nor does she think that it’s right for her city even if it could be 
done. Characterized by remarkably intact blocks of brick and 
brownstone row houses and commercial buildings constructed 
at the turn of the 20th century, lifting Hoboken isn’t likely. “Part 
of the concern is that you’re talking about protecting the charac-
ter of Hoboken. When you take away the street life of Hoboken, 
you’re taking away the character of Hoboken and every other 
urban area.” 

G O I N G  I T  A L O N E

This waterfront walkway can’t 

always keep the Hudson 

out of Hoboken.
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Slight with a ready smile, Zimmer doesn’t initially come across 
as a pit bull. But she’s clearly not kidding around when she lays 
out plans for how to fl ood-proof her city.

Zimmer has proposed “an integrated approach” to fl ood pro-
tection that includes walls and gates at the north and south ends 
of the city—the two low-lying areas that allowed the bathtub to fi ll 
up. She wants to add pumps to help get water out of the city, and 
is already working to acquire vacant industrial property on which 
to establish rain-slurping parkland. She is also talking about con-
verting some of this industrial land into holding tanks for errant 
H2O. At the same time, she’s advocating for a greener approach to 
development in general, an approach that includes construction 
elements like porous pavement and botanical roofs.

The price tag? In the neighborhood of $90 million, and Zim-
mer readily admits “it’s going to be a challenge” to get the state 
and feds to pony up. But part of her 
pitch is that Hoboken’s solution could 
be a positive model for how similarly 
situated cities up and down the East 
Coast might also protect themselves.

That’s one way to look at it. But 
Zimmer’s proposition also raises a 
deeper, more starkly practical ques-
tion that’s not quite so rosy. When it 
comes to coastal cities and climate 
change, is it time to forget mega-scale 
fi xes that involve regional or even 
interstate cooperation? Is it time 
for these cities to start looking out 
for themselves? 

Help during the event from the 
National Guard, and a wish for mil-
lions in state and federal grant money, 
notwithstanding, Hoboken clearly 
has something of a “we-take-care-
of-our-own” streak that served it well 
during Sandy. The mayor personally 

rode around the city with members of the National Guard trying 
to evacuate the city’s most vulnerable residents and get help to 
those who didn’t leave. Henriques—who watched the paint can 
and the car fl oat away—has become vice chairman of a citywide 
Sandy relief fund that raised money locally and is now doling 
out grants to residents who need some extra cash for prop-
erty repairs. This, while the city and homeowners still wait on 
Trenton and FEMA to fi gure out how federal assistance will be 
sprinkled around the New York and New Jersey oceanfronts and 
river coastlines.

Taking care of your own isn’t an unprecedented approach for 
dealing with natural disasters in the U.S. In fact, it’s how emer-
gency management used to work. Even after Hurricane Katrina, 
local emergency managers in places like Plaquemines and St. Ber-
nard parishes marveled at the hapless response in neighboring 
New Orleans, while they executed their own emergency manage-
ment plans with cool effi  ciency—and with no expectation that 
they’d be seeing anyone from the state or federal government 
arrive to help them for days.

Zimmer marvels in her own way at a certain level of, if not 
haplessness, certainly cumbersome and opaque state and federal 
bureaucracy. It’s the waiting part—waiting on FEMA and wait-
ing on the state—that really inspired her to come up with her 
own plan for protecting the city.  It is that impatience that lies at 
the heart of why other cities might want to consider their own 
disaster-proofi ng schemes: State and federal bureaucracies are 
fl at-out too slow.

Meanwhile, ambitious regionwide plans for large-scale, daz-
zling fl ood-control plans don’t excite her. “I have reached out and 
have had discussions with the state and with the governor. I’ve 
heard discussions of a massive regional approach, like [a proposed 
gated seawall] at the Verrazano-Narrows Bridge, but that could 
take 20 years. And quite frankly, I’ve been mayor for three years 
and we’ve seen major fl ooding again and again.”

Larry Henriques works with a Sandy relief fund that offers 

grants to residents who need cash for property repairs.

Cleanup and repair work 

continues in many homes 

and businesses around town.
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Zimmer knows what she wants, 
and she wants it now. She has no inten-
tions of sitting around waiting to get 
drowned by another Sandy while oth-
ers try to fi gure things out. Take pumps, 
for instance. “The pump system has 
been part of a proposal for a long 
time, so we actually have construction 
documents.” In fact, the city is already 
working with a consultant to scope 
out the viability of the wall-and-gate 
plan. “We’re going to be going through 
a thorough evaluation process,” says 
Zimmer. “But saying to each property 
owner that we’ll raise your home up on 
pilings, that’s not possible.”

While it may seem selfi sh—save 
Hoboken fi rst and foremost—in 
many ways the Hoboken approach 
makes sense, says Adam Zellner, an 
environmental and energy consultant 
with Brunswick, N.J.-based Greener 
by Design, which is working with 
Hoboken on disaster-proofi ng the 
city. “With FEMA you have to have all these requests in under 
very tight deadlines for all these diff erent programs. So what the 
mayor has wisely done is to say to all her agencies—fi re, police, 
public works—‘Give me everything you’ve ever thought of or 
looked at because it has to be on a piece of paper and submitted.’ 
So you throw everything at the wall and see what sticks.” The dif-
ference with Zimmer’s approach, he says, is that it’s an attempt 
to actually drive the action. “I think part of this is, ‘Hey, I’m going 
to lead by example and get in front, and if others aren’t looking 
at all this stuff  that’s their choice. But I’ll be damned if I leave 
anything off  the table.’”

Which doesn’t mean Zimmer isn’t serious about a seawall, 
says Zellner. “Oh, I think she’s serious. She was aff ected in a way 

that was truly profound. Hoboken had 10 feet of water running 
through places that had never been wet. Her own house was 
impacted. If I were in her shoes, I’d look at every possible option 
and think that I have to be the most aggressive person I can be.”

T
he politics of fl ooding can be fi erce. In John Barry’s 
book “Rising Tide: The Great Mississippi Flood of 
1927 and How it Changed America,” he describes 
how towns on either side of the Mississippi River 
would post armed guards to prevent across-the-

river neighbors from blowing up each other’s levies in an attempt 
to take pressure off  the earthen walls on their own side.

Nobody’s suggesting dynamite today. But the fact is that allur-
ing “us fi rst” fi xes can have potentially unpopular consequences 
down the road. “I am, on the one hand, recommending decen-
tralized solutions. So if Hoboken takes care of its own issues 
then that’s a step in the right direction,” says Klaus Jacob, an 
expert on climate change who teaches at Columbia University 
and who is intimately involved in the current debate and dis-
cussion around surge-proofi ng the greater New York and New 
Jersey metropolitan region. On the other hand, says Jacob, local-
ized solutions like seawalls can be short-sighted. “It’s the typical 
political response: to protect the city now and push off  the tough 
decisions to future generations.” 

Hoboken may buy itself a few decades with walls and gates, 
Jacob says, but ultimately the city will be inundated again. Indeed, 
Jacob predicts that because of rising ocean levels, what are now 
considered 100-year fl ooding events will by 2080 be occurring 
every two years.

It may be a moot point, because Hoboken’s municipal neigh-
bors have feelings about the city’s wall and gate plan and they’re 
not shy about airing them. When asked about Hoboken, Jersey 

“I have to try as hard as I can to protect the residents of Hoboken and the future

of Hoboken,” says Mayor Dawn Zimmer, “so that’s what I’m going to do.”

The mayor thinks that raising everyone’s front door in 

Hoboken is both unworkable and undesirable.
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City Emergency Management and Homeland Security Director 
Greg Kierce is quick to point out that walls to the north and south 
of Hoboken could negatively impact neighbors—Weehawken to 
the north and Jersey City to the south. (Kierce doesn’t like the 
Verrazano-Narrows gate plan either, because it could poten-
tially exacerbate fl ooding along New Jersey’s ocean coast.) What 
Kierce doesn’t bring up, though, is that Hoboken’s function as a 
bathtub arguably helped neighbors, even if marginally, by taking 
billions of gallons of water away from Weehawken and Jersey City 
during Sandy at signifi cant cost to Hoboken.

Kierce also notes that any walls or gates around Hoboken 
would have to pass muster with both the New Jersey Department 
of Environmental Protection and the Army Corps of Engineers 
“before you could put one shovel in the dirt or the water.”

For his part, Kierce thinks that whatever happens around 
mitigation will have to be regional in nature and orchestrated by 
the feds. “Overall, this has to be dealt with by federal offi  cials. 
They’re the experts. It’s beyond the scope of local offi  cials.” Kierce 
suggests that if the feds can ultimately fl ood-proof New Orleans 
(which is obviously a tall order), they can fi gure something out for 
the greater New York-New Jersey waterfront as well.

While Kierce and Zimmer might have their diff erences on how 
to approach fl ood mitigation, Kierce does share Zimmer’s concern 
about one major variable in the whole mitigation equation: the 
speed of the federal government. “My biggest concern is with all 

that [nonsense] that took place in Washington. It took them three 
months to get off  their [backsides] and pass Sandy relief.”

Kierce appears willing to give the feds the benefi t of the doubt, 
though, arguing that if a regional plan for walls, levies, gates and 
breakwaters could be hammered out, regulators like the Army 
Corps of Engineers might be willing to expedite permitting pro-
cesses. (If cities in the region do end up moving forward on their 
own, though, Kierce likes Jersey City’s chances over Hoboken’s. 
“You have 270,000 people in 14 square miles in Jersey City, and 
you have Hoboken with 60,000 people in two square miles,” he 
says. The opportunity to protect more people and land gives Jer-
sey City a leg up, Kierce believes.) 

Either way, the choice at the mouth of the Hudson River 
seems set: work together or go it alone. Working together sounds 
reasonable, but it raises the specter of that 20-year wait Zimmer 
worries about. Going it alone clearly has its own drawbacks. The 
cost and long-range viability of building walls and gates—along 
with what would clearly be a very tough and contentious envi-
ronmental impact review—make the Hoboken hardening plan 
seem chimerical.

For Zimmer’s part, she’s focused on one job. “I have to try as 
hard as I can to protect the residents of Hoboken and the future 
of Hoboken, and so that’s what I’m going to do.”  G
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F
or Chris Bartley, the turning point in Lexing-
ton, Ky.’s pension deal came when the city 
fi nally budged. The longtime fi refi ghter and 
union chief was slow to trust politicians. So he 
stood his ground and well into fall 2012, Bart-
ley and other representatives returned again 
and again to the negotiating table. Tasked 
with fi xing the city’s looming pension debt 
created by slow revenue growth and soaring 
entitlement costs, they had made no progress.

Then it happened, Bartley recalls. The city said it had come up 
with a way to increase its pension funding—and could guarantee 
those payments. It was the fi rst step in a compromise deal that 
city offi  cials today believe will make the fund solvent.

“Somebody had to step fi rst,” Bartley remembers. “They 
moved, and it allowed us to make some movement.”

As in Lexington, many state and local pension plans are in 
crisis. Thanks to the recession’s toll on pension portfolio returns 
and its pressure on budgets, many public pension plans at both 
the state and local level have become woefully underfunded—
threatening future benefi ts. Meanwhile, the tight budget climate 
has strained relations between employee unions and employers, 
making it diffi  cult to pass meaningful changes that would assure 
employees of their full retirement benefi ts and keep pension sys-
tems current with state and local revenue.

Most states and many municipalities have passed some kind of 
pension reform in recent years, but a smaller number have been 
able to do so in a way that addresses the immediate unfunded 
liability of their plans. Both sides have shirked responsibility, says 
Elizabeth Kellar, president and CEO of the Center for State and 
Local Government Excellence. “Neither the management side nor 
the labor side has owned up to reality.”  

Now there will be new factors. The Governmental Account-
ing Standards Board rules set to kick in this summer will change 
the way public pension plans account for their portfolio gains and 
losses. That will likely have the eff ect of making a plan’s unfunded 
liability appear higher than it did in prior years. Coupled with 
announcements from credit ratings agencies that they will down-
grade states with high unfunded liabilities, the pressure on public 
pension reform is mounting.

Some pension plans, however, have tackled those pressures 
successfully. While the processes vary, the themes for progress 
are consistent: education, reciprocity and trust. While it may seem 
essentially a public relations campaign to engage employees and 
inform the public, it is by no means a simple road to meaningful 
reform. It can, however, be worth the eff ort.

O
ne person who took the education component seriously 
is San Jose, Calif., Councilman Pete Constant. A former 
cop, Constant was elected to the council in 2006 and 
by 2012, pension costs had grown to 27 percent of the 
city’s general fund budget. Constant made it his mission 

to understand exactly how pensions work or don’t work and took 
courses at the University of Pennsylvania, University of Chicago 
and Stanford Law School. (He’s now on his way to fi nishing his 

doctorate in public pension governance.) He’s used his expertise 
to launch a pension education crusade of sorts, making the case to 
voters and his colleagues that San Jose’s system was broken.

“What I took on as a personal challenge is, how can I learn 
these complex concepts and present them in ways simple enough 
to make people understand?” says Constant. In coordination with 
Mayor Chuck Reed and others, offi  cials spent nearly three years 
discussing the city’s pension problem in public forums before 
proposing changes to the system that targeted retirement age 
and restructured employee contributions. “Once people start to 
connect the dots, you see the light go [on],” Constant says of the 
forums. Last June, voters overwhelmingly approved changes that 
included raising the retirement age to 65 for most employees; 
requiring current employees to contribute an additional 4 percent 
of their salaries or switch to a lower-cost plan; and allowing the 
city to suspend cost-of-living adjustments (COLA). 

But San Jose’s method largely bypassed the unions, and now the 
city is embroiled in a costly—albeit expected—lawsuit. 

Educating the voters and public employees on what’s wrong with 
the current system would seem to be key. It’s also extremely diffi  cult.

“People’s eyes glaze over,” says Fitchburg, Mass., Mayor Lisa 
Wong. After redesigning health-care coverage for current and future 
employees and retirees, which reduced other post-employment ben-
efi ts costs and addressed roughly 40 percent of the city’s unfunded 
liability, she has now made changing the pension plan itself a top 
priority this term. Accordingly, she has assembled a public employee 
committee with representatives from each of the city’s 16 unions. 
“One of the solutions [I’ve used] in terms of discussing it publicly is 
talking about this issue of trade-off ,” she says. “People want to know 
why, if their taxes are going up and services going down, this is hap-
pening. And I had to say because we trade off  current services to pay 
for past bills. That’s a very diffi  cult conversation to have.”

It’s a conversation that Rhode Island Treasurer Gina Raimondo 
had dozens of times with taxpayers and state employees as she 
launched her tour around the state to advocate for pension reform 
in 2011. “Often these meetings would last for hours,” Raimondo 
says, adding, “Public employees did nothing wrong. They did what 
they were told—it was the system that was poorly designed.”

At the meetings, Raimondo would talk to employees, telling 
them, “I’m sorry, I have a tough message. But I’m here to work 
with you.” Raimondo says attendees would often start off  angry 
but by the end, thanked her. “They said I was the fi rst person to 
lay it out like that for them.” 

That year, she persuaded the Democrat-controlled legislature 
to pass pension changes that she projects will save up to $4 billion 
by delaying retirement, suspending COLAs and changing existing 
and new workers’ plans to a hybrid pension/401(k)-style plan. 
Still, Rhode Island’s legislation never won union support and now 
faces a legal battle. 

Part of unions’ stiff  opposition to pension changes can be 
traced to a lack of trust in the numbers pension sponsors’ report. 
Indeed, for every state chart that shows a less-than-expected rate 
of return on pension investments over the last decade, pro-union 
groups have their own or independent studies that show better 
rates of return over 20 or 30 years. “It’s disingenuous at best to 
say they’re on an education campaign,” says Jordan Marks, execu-
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tive director of the National Public Pension Coalition. He rejects 
the picture that politicians present of reduced services versus 
pension cuts. “It’s a false choice,” he says. “Smaller class sizes or 
teacher pensions? It’s not one or the other—budgets are made up 
of thousands of decisions.”

Marks says the lack of fairness has created distrust among 
workers. It runs deeper than disputes over rates of return on 
portfolios. Many states and localities have not paid in their 
required contributions in recent years as budgets have become 
strapped. (Rhode Island, Raimondo notes, has made its pay-
ments.) And employees—who have also dealt with salary 
freezes—have no control over how much they contribute to their 
pensions. The system has left a sour taste in the mouths of cur-
rent public employees who now view pension reform as a bailout 
to states using their hard-earned money.

Melissa Turner, 34, is one such employee who feels she was 
given a “bait-and-switch” after 12 years at the University of 
California at Davis. Several years ago, her retirement benefi ts 
changed. That means she will have to work for the univer-

sity 15 years longer—until she is 65 years old—to receive what 
was originally laid out for her. Meanwhile, budget cuts have 
allotted her just three raises in 12 years averaging less than 2 
percent while her pension contribution percentage has more 
than doubled. The changes have disabused her of the notion 
that her job as a construction project coordinator will provide 
retirement security. “Let’s face it, the system our parents grew 
up on is not going to be the same system that’s there for us,” 
she says.

Overcoming that broken trust can mean that pension reform 
doesn’t have to be mandated from on high, but reciprocity is an 
absolute requirement. Lexington Mayor Jim Gray believes he’s 
done just that with reform the city passed in January and has 
since been approved by the state legislature. Put together by a 
pension task force made up of city offi  cials, union representatives 
like Bartley and the aid of an outside fi nancial consulting fi rm, 
the measure guarantees that Lexington will increase its annual 
contribution to the pension fund to $29 million from $11 million. 
At the same time, employees have agreed to an older retirement 
age and increased contributions.

Both sides say hiring a fi nancial consultant with no ties to the 
city helped keep everyone in line and bring about compromise 
after months of standstill. “We just laid everything on the table 
—nothing would be held against each other,” Bartley says, “and 
before long, we were making progress.”

Gray adds that the environment created a sense of common 
purpose and shared sacrifi ce. “That language can sort of sound 
artifi cial, cliché, sanitized and all sugar and spice,” he says. “But 
getting to that level of trust was hard work. Patience and persis-
tence were required and a willingness to just stay at the table.”

Employees can be an asset and resource when it comes to rede-
signing pensions, says Ken Parker, former city manager of Port 
Orange, Fla. Including them in the redesign is likely to take longer 
than offi  cials probably prefer. But after fi ve years of eff orts from city 
offi  cials, Parker says Port Orange now has a sustainable pension plan. 
The city was able to reduce the benefi ts for current fi refi ghters while 
the union got its wish for more money in the budget for new hires.

“Sometimes we assume that they don’t want … to be a part 
of the solution, which, in fact, I think they do,” Parker says. “By 
engaging the employees, you come up with better solutions than 
you do if you’re trying to mandate them.”

Launching a PR push on pension reform doesn’t guarantee suc-
cess; only time will tell whether the changes enacted today will 
work for the years ahead. Nearly two years after Atlanta became 

the fi rst city to pass major pension reform upping employee con-
tributions and reducing COLAs, Mayor Kasim Reed says the city 
is saving at least $25 million a year. 

The wave of reforms following Atlanta and Rhode Island’s 
changes signals a growing acceptance that, in many cases, the 
current system can’t last. In some places that has created a blame 
game that’s inhibiting compromise. In Illinois, employees point 
out that their state has been woefully derelict in paying into the 
plan, which is roughly 40 percent funded. Illinois’ inability to 
address its unfunded liability was a major factor in its recent 
downgrade by Standard and Poor’s. Last month the Securities 
and Exchange Commission charged Illinois with securities fraud 
for misleading investors about the health of its pension program.

But after all the fi nger-pointing is over, some places are fi nding 
their way to balanced solutions. Pensacola, Fla., for example, this 
year closed off  its pension program and began enrolling all new 
hires in the state plan. Current employees remaining in the city 
plan must increase their contributions. In return, Mayor Ashton 
Hayward agreed to pay raises for city employees over the next few 
years. “There was melodrama in the city for about fi ve months out 
of the nine that we were doing this—it was ugly,” says Hayward. 
“But I had good support and they were telling me, ‘Ashton, you’re 
not going to please everybody. Get over it.’”  G
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Mesa 
Rising

Scott Smith 
wants to remake 
his Arizona city.
By Ryan Holeywell
Photographs by David Kidd
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O
n a cool yet sunny February morning in an 
offi  ce steps from the state Capitol, a handful of 
Arizona mayors sit hunched around a table dis-
cussing their strategy for an upcoming meeting 
with Gov. Jan Brewer. Scott Smith—the mayor of 

Mesa, the second-largest city in the Phoenix region—is running 
late; a meeting with a local homeowners’ association ran over. As 
soon as he arrives, Smith is all business, quickly taking control of 
the conversation.

At issue is a topic Smith, a former homebuilder and accoun-
tant, knows all too well. Gov. Brewer is touting a tax reform plan 
that would change the way construction materials are taxed. It’s 
an arcane topic, but it caters to Smith’s expertise. While Brewer 
believes a simplifi ed, lower tax could actually mean more rev-
enue for the state through increased compliance, Smith and the 
other mayors are skeptical. If she’s wrong, the state—and its cit-
ies—could lose out on millions, and in an anti-tax climate, it would 
be almost impossible to undo the change.

On his way to the meeting, Smith had described the plan as a 
“potential Armageddon.” But with his peers, he’s cool and calm, 
urging them to take the same approach when it’s time to meet 
with Brewer. The strategy the group ultimately agrees on—the 
Smith strategy—is not to get bogged down in details, to avoid 
being combative and to simply try to get the governor to ques-
tion the data she used in formulating the plan. It’s classic Smith—
steady, pragmatic and oozing with policy knowledge and a con-
fi dence that can often make him seem like the smartest person 
in the room.

 “He’s serious, focused and also just really cool,” says Philadel-
phia Mayor Michael Nutter, who serves with Smith on the U.S. 
Conference of Mayors’ leadership team. “He listens well. You 

come to him with an issue, and he’s trying to pragmatically fi gure 
out what’s the real answer here.”

It’s that style that helped Smith go from a businessman with 
no elected experience to the mayor of Mesa, a city undertaking 
big, high-profi le projects despite an economic downturn that’s 
plagued all fi ve years of his tenure. It is the same style that will 
see him take over as president of the U.S. Conference of Mayors 
in June and that’s getting him increased attention on the national 
stage. And it’s the style that some say could soon make him the 
next governor of Arizona—that is, if a state famous for its fi re-
brand Republican politics is ready for him.

F
or a long time, Mesa was denigrated as a place of wide 
streets and narrow minds. It lives in the shadow of 
Phoenix and, despite having a population of more 
than 400,000, isn’t as well known as many smaller 
cities like Atlanta, St. Louis and Pittsburgh. Smith 

says that’s part of the reason he ran for mayor in 2008, despite 
having no government experience and being mostly uninvolved 
with municipal politics.

Smith isn’t a total stranger to government service. Though he 
was born in Tucson, Smith moved with his family in his youth to 
Mesa, where his father served as superintendent of the public 
school system. Until his run for mayor, however, Smith says he 
had almost nothing to do with politics. Instead, Smith led a home-
building business and chaired the local United Way. 

It wasn’t until 2006 that he seriously considered a run at poli-
tics. Just three years earlier, Smith had sold his homebuilding busi-
ness to Hovnanian Enterprises, a Fortune 500 company that kept 
him onboard with a three-year contract. The timing worked out 
well; Smith’s contract ended at the same time a wide-open may-

oral race was approaching. Through 
his homebuilding business, Smith had 
interacted with just about every facet 
of the city, from the planning offi  ce to 
the police force. On top of that, he had 
an impressive set of credentials, includ-
ing an accounting degree from Brigham 
Young University and an MBA and law 
degree from Arizona State University.

 “I didn’t believe that Mesa was act-
ing like a big city,” says Smith, explain-
ing his rationale for a run. In particular, 
Smith cites an incident from 2007 when 
a city council member—to protest the 
war in Iraq—refused to stand during the 
Pledge of Allegiance. The move caught 
the attention of the national media, 
Smith says, leaving the city government 
looking like a sideshow. 

As Smith tells it, Mesa was hurt by 
the recession in the late 1980s. When 
the economy rebounded, city offi  cials 
weren’t as aggressive as they should 
have been in fi ghting to retain its role 
as a regional leader and lost out to other 
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Smith walks 

to a meeting 

with Arizona Gov. 

Jan Brewer.
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cities east of Phoenix. As those cities boomed, Mesa languished. 
A sense of urgency was missing, according to Smith. “We’re the 
38th largest city in the country. We needed to start acting like it. 
There’s nothing wrong having big dreams and big plans.” 

Smith, running against two councilmembers, pitched himself 
as a political outsider who had the know-how to fi x city hall and 
boost the city’s image. Still, his campaign didn’t exactly scream 
renegade. His campaign manager was a former congressman and 
he outspent his opponents by dumping $87,000 of his own money 
into the race. He won with 56 percent of the vote.

Since taking offi  ce, Smith has moved quickly, embracing a slew 
of projects. He recently inked a deal to build a new spring train-
ing stadium for the Chicago Cubs (a plan voters overwhelmingly 
approved by 63 percent). He helped push for the successful pas-
sage of a $70 million parks and recreation bond that was largely 
the outgrowth of something called iMesa, an online portal that 

gives citizens the ability to submit ideas for projects they want 
the city to pursue. Smith is also working closely with the regional 
transit authority to build a light-rail extension. He even has a bike-
share program in the works.

But Smith’s signature eff ort has been to advance Mesa’s 
unusual position as a new hub for small, private liberal arts col-
lege campuses. The endeavor is part of Smith’s goal to revitalize 
downtown Mesa—a cliché, he admits, that is spouted by just about 
every mayor. “It’s so nebulous,” says Smith. “What does it mean?” 

In the case of Mesa, Smith and his colleagues realized that 
“downtown redevelopment” was too vague a goal, so they refi ned it 
and decided to measure their success by the number of new residen-
tial units. Their reasoning was that if downtown was improving, the 
number of people living there would serve as a good way to measure 

it. It also forced them to think big. If they focused on entertainment 
venues, people might show up at night; if the city focused on busi-
ness development, it might be busy during the day. Neither strategy 
would necessarily give people a reason to move downtown. That’s 
when Smith and other city leaders tapped into the unorthodox idea 
of trying to open satellite campuses in Mesa.

Colleges, Smith says, create activity 24/7. They also give Mesa 
an area where it can be competitive. While Arizona has behe-
moth public universities and is home to the for-profi t University 
of Phoenix, there’s a lack of small, private, nonprofi t schools in 
the state. It’s a sector Mesa wants to own. In 2011, the city took a 
step toward that eff ort and started mailing letters to 1,000 private 
colleges and universities, urging them to consider establishing 
campuses there. The city argued that by expanding to Mesa, uni-
versities would gain a foothold in the Southwest market. Offi  cials 
also pointed out the wealth of downtown land available for expan-

sion, and played up downtown amenities like a 
forthcoming light-rail extension, a world-class 
arts center and a library. It worked. This fall, fi ve 
schools—all of them based outside of Arizona—
will start teaching students in Mesa. 

The school with the largest footprint will 
be Benedictine University, a Catholic institu-
tion based in Illinois that has big aspirations for 
its Mesa venture. This fall, Benedictine hopes 
to have 100 students enrolled there, but within 
10 years, it hopes to increase that total to 1,500. 
Initially, the students will almost certainly be 
locals, but the plan is to eventually make the new 
campus at least somewhat resemble the typical 
undergraduate experience, complete with an ath-
letic program and student housing. “There’s a lot 
of things we have on our plate that would have 
never come about had it not been for the vision 
of the city of Mesa,” says Charles Gregory, Bene-
dictine’s executive vice president.

Key to the undertaking is the city’s renovation 
of multiple downtown buildings that will house 
the new universities. Benedictine, for example, 
signed a lease on a 68,000-square-foot health 
facility, and Wilkes University and Westminster 
College, both based in Pennsylvania, will open 

up in the 53,000-square-foot former municipal court (you can 
still see the outline of the judge’s bench and witness stand on the 
fl oors). Two other schools, Pennsylvania’s Albright College and 
Upper Iowa University will operate outside of downtown. 

The new schools are working with Mesa Community College 
to accept transfer students seeking bachelor’s degrees. City lead-
ers say the schools will remain small, but they expect the new 
institutions will help stop some of Mesa’s brain drain and make 
the city’s college-bound high school students consider sticking 
around. Gregory says Smith is directly responsible for his institu-
tion’s decision to open a Mesa campus, noting that the school has 
turned down similar pitches made by other cities. “Quite hon-
estly, a lot of it hinged on the mayor and his vision,” Gregory says. 
“When he says something, I have a tendency to believe it.”

M E S A  R I S I N G

Mesa is renovating two city-owned facilities downtown that will func-

tion as college campuses for several out-of-state schools this fall.
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“He’s the visionary,” adds Jaye O’Donnell, Mesa’s deputy 
director of economic development. “He’s the one who’s been 
out in front promoting this initiative.” The eff ort has also been 
praised by offi  cials from Arizona State University, who say 
the state is short of the number of colleges it needs to serve 
its citizens.

Y
et the most enduring legacy of Smith’s time in 
offi  ce so far seems to be the widespread view that 
his enthusiasm has changed the way people view 
Mesa. City Manager Christopher Brady says that 
having a mayor who acts as a cheerleader is some-

thing that’s relatively new to the city. (Brady characterizes Smith’s 
predecessor as more of a behind-the-scenes technician.) “Mesa is 
a major American city in its own right,” says Phoenix Mayor Greg 
Stanton. “Sometimes there’s an issue of what’s their independent 
identity. I think Mayor Smith, just by his personality, has helped 
change a lot of people’s image of Mesa.” 

Part of how he’s done that is through humor. Smith’s been 
known to break out into song in the middle of city hall, and he’s 
taken that tendency public. At a recent presentation for a newly 
renovated apartment complex, a video dubbed with a cheesy pop 
song was played. Afterward, Smith opened his remarks by croon-
ing its familiar hook. In a video that’s become popular with the 
Arizona political set, Stanton and Smith ham it up in a “Laverne & 
Shirley” parody, romping around their respective cities in a cutesy 
montage. “I think you make better decisions when you don’t take 
yourself too seriously,” Smith says.

Smith’s style—and the results he’s achieved—has clearly 
resonated with voters. Last year, he ran unopposed in his re-
election bid. He’s so popular that even one-time political rivals 
are in his camp. “He’s exceeded my expectations,” says Claudia 
Walters, a former council member who ran against Smith in 
the 2008 mayoral election. “I thought he’d be good, but he’s 
been even better.”

Even Dennis Kavanaugh, the lone Democrat on the city coun-
cil, praises Smith. He says Smith has congenial relationships with 
lawmakers of all parties, a refreshing position in highly partisan 
Arizona. “He really doesn’t like ideologues,” Kavanaugh says. 

Indeed, throughout his short political career, Smith has main-
tained an almost universally recognized reputation as an all-around 
nice guy who eschews partisanship. He has helped pique the inter-
est of many who believe he could be destined for higher offi  ce. It 
would be an interesting fi t for a state where the Republican Party 
is known for being especially red. It is, after all, the state where 
Brewer, the Republican governor, infamously shoved her fi nger in 
the face of President Obama; where Joe Arpaio, the Republican 
sheriff  of Maricopa County, insisted on investigating the presi-
dent’s country of birth; and where Russell Pearce, a Republican 
state senator, created an immigration law so controversial that it’s 
become a national lightning rod. 

 “We’ve gone through a lot of confrontation in Arizona,” 
says Chuck Coughlin, a political consultant who’s worked with 
Smith, Brewer and other top Arizona Republicans. “I think he’s 
looked at as a consensus-builder. I think that’s attractive to a 
lot of people.”

Smith—appearing in a utility company commercial shot atop Mesa city hall—has developed a reputation as an enthusi-

astic cheerleader for a place that historically has been overshadowed by neighboring Phoenix.
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M E S A  R I S I N G

Powerbrokers in Arizona’s Republican politics agree that 
Smith could make a serious run at the governor’s mansion, and 
the fact that he’s mayor of a city with an extremely high number 
of Republican voters works to his advantage. “He’s a very cred-
ible candidate,” says Nathan Sproul, a political strategist and for-
mer state Republican Party chair. “It’s hard to fi nd someone who 
doesn’t like him. He has a lot of charm and a lot of personality. I 
think a lot of people are drawn to that.” (In his spare time, Smith, 
who learned to fl y seven years ago, works with United Blood Ser-
vices, shuttling donated blood in his plane across Arizona.)

Smith’s leadership role within the U.S. Conference of Mayors 
hasn’t hurt either. Mesa City Hall typically isn’t a springboard to 
national prestige. But his role in the organization has raised his 
profi le by aff ording him the chance to meet with the president 
on several occasions, as well as many other Washington bigwigs. 
Smith has also been quoted by The New York Times, interviewed 
by Diane Sawyer and has had op-eds published in The Wall Street 
Journal. A recent February trip to Washington—as chronicled by 
Smith’s own social media accounts—is telling. It included a media 
briefi ng at the National Press Club; interviews with CNN, NPR 
and Politico; and meetings with House Majority Leader Eric Can-
tor and Transportation Secretary Ray LaHood.

The idea of a gubernatorial run—not to mention actually hold-
ing the offi  ce—would seem to run counter to his persona as some-
one who doesn’t enjoy political battles. That dissonance isn’t lost 
on him, and it’s clearly something that will play a big role as he 
considers his decision. “One of the factors 
that will weigh into my decision is whether 
my style of doing things will play out on a 
very partisan stage,” Smith says. “I’m not 
100 percent sure that it does. I’m disap-
pointed it might not.” 

Complicating matters is Arizona’s resign-
to-run law. For Smith to enter the race, he’d 
have to quit the job that helped thrust him 
into the spotlight. Smith says he’s spending 
this year considering a run and will decide 
in early to mid-2014—the gubernatorial elec-
tion is November 2014. If he decides to run, 
the race won’t be an easy one. The Republi-
can fi eld of declared and rumored candidates 
is already crowded, including former Tempe 
Mayor Hugh Hallman, State Treasurer Doug 
Ducey, Secretary of State Ken Bennett and 
State Senate President Steve Pierce. Brewer 
has also argued she’s eligible for a third term.  
(She served a partial term after Gov. Janet 
Napolitano left in 2009 to become the federal 
secretary of homeland security; Brewer was 
elected in her own right in 2010.)

Smith says partisan politics is not some-
thing he craves. “There are some people 
who thrive on the game,” Smith explains. 
“I’m more about solving problems, but I’ll 
work with whatever system I have and I 
think I’ll be OK at it.”

Still, some in Arizona speculate that Smith, with his easygo-
ing persona and historic avoidance of partisanship, could struggle 
in a Republican primary that seeks to win over the party base. 
As mayor, he hasn’t had to fl ex his partisan muscles. Meanwhile, 
his record—a supporter of transit, a spender on capital projects 
and a creator of new taxes—doesn’t exactly scream conservative. 
(Smith successfully championed an eff ort to create the city’s fi rst 
property tax since the 1940s in order to help pay for $169 million 
in bonds for road improvements and emergency services facili-
ties and equipment. The move was the result of what he saw as 
an unhealthy reliance on the city’s utilities and sales tax revenue 
to pay its bills.)

Smith bristles at the insinuation that he might not be viewed as 
a conservative. The city is leaner. In his fi rst year in offi  ce, Smith 
cut Mesa’s operating budget by $65 million through eliminating 
and consolidating departments and laying off  employees. Creat-
ing a property tax, he says, is responsible fi scal policy. Supporting 
transit, he says, is a key part of economic development. “If you 
approach things based on a sound philosophy, you can be a con-
servative but still create opportunities.” 

Regardless of whether he enters the race, Smith says he 
doesn’t plan on changing his style. “The reality is, I get it that in 
today’s political world I’m somewhat of an anomaly,” Smith says. 
“It doesn’t concern me. I am who I am.”  G
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M
uch like the bulldozers and tractors it builds, 
Caterpillar’s presence in Peoria, Ill., is big. 
The company’s corporate headquarters and 
facilities in the area employ more than 16,000 
people, a sizable chunk of the local manufactur-
ing employment base. Requiring a vast supplier 

network, economic development experts estimate that Caterpil-
lar is the primary customer of 40 percent of local businesses.

But as the company expands globally, many have feared its 
days in Peoria are numbered. Losing that many jobs would deal 
a devastating blow to the local economy, one the mid-sized city 
would fi nd far more diffi  cult to recover from than larger juris-
dictions. Fortunately, Caterpillar has signaled that it may stay 
in Peoria for the long haul, announcing last year initial plans 
to upgrade its existing headquarters in the city. “For them to 
announce they’re going to maintain their presence in Peoria, 
you can’t put a number on that,” says Mayor Jim Ardis. “I can’t 
think of a [Peoria] business that isn’t touched or impacted by Cat 
on a daily basis.” 

Which is why for Ardis, keeping Caterpillar happy is a top 
priority. It’s a relationship that the city has fi ne-tuned over 
time: Ardis typically meets with Caterpillar CEO Doug Ober-
helman quarterly and with the company’s community service 
representatives almost daily, addressing needs such as work-
force development and infrastructure.

It is that relationship that probably kept Caterpillar in Peo-
ria. Texas, Virginia and several other states have all agressively 
wooed the company, some off ering attractive tax incentive 
packages. “There’s been no shortage of interest from other areas 
of the country,” says company spokesman Rusty Dunn. Even 
after the headquarters announcement, the calls kept coming in. 

The Peoria metro area is one of the last of its size that has a 
signifi cant number of jobs tied to a single company. As corpo-
rate America has restructured and relocated, few mid-size and 
smaller cities in the U.S. still boast such a large employer any-
more—let alone a Fortune 50 company.

Some cities in similar positions live in constant fear that the 
big employer in town could pull up roots and take thousands of 
jobs with it. As a result, municipal leaders will go to great lengths 
to keep a major employer happy. Yet they know they also need to 
diversify, that diversifi cation is a means of economic insurance 

should the big employer ever leave. But diversifi cation isn’t easy: 
To the extent that corporations and their facilities are staying in 
the U.S. (and in some cases coming back from overseas), smaller 
metro areas face more challenges when it comes to competing. 
Major metro areas, particularly in the South and West, are a mag-
net for new businesses and skilled workers. So how can smaller 
cities hold onto top employers and attract new businesses?

A
handful of industries once dominated many U.S. 
metro areas with populations fewer than 500,000. 
Michigan’s smaller cities were classically dubbed 
“auto towns.” Places in the Rust Belt became homes 
to steel factories, appliance manufacturers and 

other major industries. In some areas, multiple companies sup-
ported a single industry. But nowadays it’s rare for one large 
company to still support a sizable share of a local economy—
a single employer accounting for more than a quarter of total 
manufacturing employment is 
generally considered high. In 
Peoria, more than half of the 
region’s manufacturing jobs 
are Caterpillar employees.

Hospitals also typically top 
the list of employers in many 
smaller metro regions, followed 
by colleges and universities. 
(In the Peoria area, the OSF 
Healthcare System employs 
about 5,000 full-time workers, 
a distant second to Caterpillar.) 
School districts and Walmart 
stores frequently account for 
large numbers of jobs too. 

Major employers with long 
local histories anchor several 
smaller cities throughout cen-
tral Illinois. A short drive from 
Peoria down Interstate 74, 
State Farm Insurance’s corpo-
rate headquarters in Bloom-
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When a city’s economy depends mostly 
on one employer, local leaders must make 
some tough decisions.  By Mike Maciag

Top 
Peoria-Area 
Employers
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Caterpillar: 

16,700 full- and part-time

OSF HealthCare System: 

4,962 full-time; 
3,921 part-time

Methodist Medical Center: 
3,000 full- and part-time

Peoria School District: 
1,913 full-time; 
767part-time

Advanced Technology 
Services: 
1,400 full-time

SOURCE: INDIVIDUAL EMPLOYERS
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ington employs about 15,000 workers, nearly 20 percent of the 
area’s private-sector workforce. The area’s next largest employer, 
Illinois State University, employs 3,563.

Peoria and the Bloomington-Normal area are home to uni-
versities and corporate headquarters—two huge competitive 
advantages, says George Erickcek, a senior regional analyst at the 
W.E. Upjohn Institute for Employment Research. Mid-size cities 
without that double economic benefi t often face an uphill battle. 

Further south, Decatur, Ill., benefi ts from the presence of 
two corporations: a Caterpillar facility making off -road equip-
ment with 4,600 workers, and the world headquarters of food 
processor Archer Daniels Midland, which employs another 
4,000. Neither company made major workforce reductions 
locally during the recession and both invested hundreds of mil-
lions of dollars in modernizing facilities. “When a lot of areas 
were really tanking economically, we took our hits, but it wasn’t 
as bad,” says Craig Coil, CEO of the Economic Development 
Corporation of Decatur & Macon County. “They provided some 
stability during uncertain times.”

Perhaps college towns best exemplify smaller areas whose 
economies hinge on one major employer, but colleges don’t typi-
cally experience the same shifts in employment as cities with 
industrial-based economies.

Military bases and their contractors also sustain communi-
ties. Wright-Patterson Air Force Base, for example, employs 
about 29,000  military personnel, civilians and contractors near 

Dayton, Ohio. Redstone Arsenal, an army base in Huntsville, Ala., 
employs 36,000. 

Huntsville Mayor Tommy Battle traveled to Washington in 
February, lobbying Congress to put a stop to sequestration cuts 
threatening the army installation. The city, he says, lived through 
its share of federal budget reductions in the past. “We know that 
there’ll be a trickle-down eff ect, so we’ll start early and try to get 
ahead of potential challenges,” Battle says.

Like other mayors, Battle hopes to support his top employer 
while also trying to broaden the economy in other areas. “We 
continually keep our eye on the idea that a diversifi ed economy 
is the best economy.”

At root of the problem for many towns with a strong manu-
facturing base is a wage structure that creates an uncompetitive 
environment for new fi rms to grow, Erickcek says. Companies 
are hesitant to set up shop where another employer pays more 
for the same skills in a thin labor market, fearing they may simply 
become training grounds for larger businesses.

One signifi cant factor working against the Peorias of the 
world: Career and cultural opportunities found in major cit-
ies often outgun smaller metro areas, says Erickcek. It’s easier 
to move up the career ladder and provide jobs for two mar-
ried working professionals in larger metro areas with far more 
employers. What’s more, smaller metro areas may fail to lure 
young professionals seeking big-city amenities.

And then there’s global competition. While Caterpillar’s Peo-
ria-area workforce remained relatively fl at, its 
global workforce nearly doubled over the past 
decade to more than 125,000 last year.

Any smaller metro area relying on a sin-
gle large employer has to be nervous in the 
current competitive environment. “All these 
communities know having all your eggs in 
one basket is not a good thing,” says Erickcek. 
Not only do they risk the worst-case scenario 
of a major employer closing up shop and 
leaving a sizable hole in the workforce, but 
accounting, legal and other fi rms specializing 
in catering to an industry are also forced to 
make changes—or lay off  employees—when a 
company moves away.

Flint, Mich., the birthplace of General 
Motors, has seen the company’s workforce 
dwindle from 80,000 in its heyday to about 
7,000 today. The automaker announced the 
closing of the Grand Blanc Weld Tool Cen-
ter earlier this year, eliminating another 300 
positions. GM was also the top employer in 
Janesville, Wis., before its 2,800 remaining 
positions and 1,225 supplier jobs were cut 
during the recession.

Still, there is evidence that cities like 
Janesville have a chance, especially if they 
consider ways to diversify. Many would 
love to duplicate Silicon Valley’s cluster of 
tech giants or follow in the footsteps of the 
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Flint, Mich.
Largest employer: General Motors 
Employees: 7,000

Midland, Mich.
Largest employer: Dow Chemical
Employees: 5,300

Benton Harbor, Mich.
Largest employer: Whirlpool Corp. 
Employees: 4,000 (employees 
and contractors)

Bloomington-Normal, Ill.
Largest employer: State Farm
Employees: 15,000

Decatur, Ill.
Largest employer: Caterpillar 
Employees: 4,600

Dayton, Ohio
Largest employer: Wright-Patterson
Air Force Base 
Employees: 27,000

Huntsville, Ala.
Largest employer: Redstone Arsenal 
(U.S. Army)
Employees: 36,000 (employees 
and contractors)
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Heartland Jobs
Many of the largest employer-
dependent towns are in the 
Midwest and South.
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Raleigh-Durham area’s Research Triangle, but no set model 
works everywhere. “All small metro areas would love to fi nd the 
magic formula where some of them have diversifi ed and done 
well,” Erickcek says.

Some succeed by shedding industry labels and leveraging 
their specialties. Toledo is known as the “Glass City” because of 
its history of auto manufacturing, but it’s no longer just auto glass 
that’s buoying the Toledo economy. The Toledo area supports 
an increasing number of companies making glass for cellphones 
and other devices. First Solar Inc. began manufacturing solar 
panels in Toledo in 2002 and now employs about 1,200.

In nearby Henry County, a Campbell Soup Company plant 
began producing beverages as sales of canned foods sank and the 
company’s other facilities laid off  workers. Between 2009 and 
2010, the area saw exports jump 17 percent, the nation’s third-
highest increase, according to a Brookings Institution study.

Many mid-size and smaller metro areas strive for economic 
diversity. For example, while auto manufacturing remains a large 
part of Toledo’s economy, it’s no longer the focal point it once 
was—education and health employment jumped 20 percent 
since 2000, according to Labor Department data.

While attracting new employers has its obvious advantages, 
Sally Hanley, director of business development at the Economic 
Development Council for Central Illinois, says the bulk of the 
region’s job growth stems from existing businesses, so that’s where 

she focuses most of her eff orts. Many of Caterpillar’s suppliers, for 
example, expanded their reach to other companies. “They have 
been able to grow and thrive next to Caterpillar,” Hanley says.

Most companies don’t just suddenly pack up and leave. Instead, 
they’ll scale back payrolls over several years or start to outsource 
work, says Joel Cutcher-Gershenfeld, a University of Illinois pro-
fessor. Some areas may see a dip in wages. But even if a company 
like Caterpillar leaves, Peoria is large enough that it wouldn’t 
become a ghost town.

And all signs are that Caterpillar appears to be staying put. 
Peoria is situated near the company’s other facilities and off ers 
access to a skilled workforce, Caterpillar’s Dunn says. The com-
pany’s history in the region—dating back more than 80 years—
also weighed heavily in its decision. “Peoria has well served Cat-
erpillar, our customers and our employees,” Dunn says. “There’s 
a signifi cant legacy, and we look forward to continuing it.”

But if you’re a small city mayor relying substantially on one 
big employer, there will always be some level of anxiety around 
the economic future, which is why Ardis isn’t ready to break out 
the champagne just yet. “The fear was always here,” says Ardis. 
“Until the [Caterpillar expansion] plans are actually approved 
by their board and the fi rst shovel hits the ground, [that fear is] 
going to stay here. ”  G
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Toldeo has diversifi ed its economy as trade and manufacturing have declined.
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Commissioner Steve Brown 

and his colleague Allen 

McCarty have championed 

a menu of policy changes 

to reduce the cost of 

government, impose 

stricter ethics rules and 

discourage high-density 

development. 
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In one Georgia 
county, the Tea Party 
is running the show.

By J.B. Wogan 

Fayette County, Ga., is exactly 
what you think of when you 
think of the exurban South.
It’s technically part of the Atlanta metropolitan area—the county’s 
northwest corner lies just six miles from the runways at Hartsfi eld 
International Airport—but Fayette rolls south from there over the 
gentle hills of central Georgia. With just over 106,000 residents, it’s 
the second least densely populated county in the region, full of rural 
woodlands, artifi cial lakes, grassy fi elds and affl  uent pockets of mod-
ern suburbia. Most of the roads have no more than two lanes in either 
direction. The planned community of Peachtree City, with a popula-
tion of 35,000, is the county’s largest town. (Crisscrossed by a 90-mile 
network of bike and golf-cart paths, the town routinely shows up on 
national “best places to live” lists.) You can walk your dog through the 
middle of Peachtree City and still spot deer and raccoons.

But there’s one thing that distinguishes Fayette County, one aspect 
that makes it diff erent from other exurban enclaves throughout the 

Time
Tea
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Sun Belt. Fayette County is run entirely by the Tea Party. All fi ve 
county commissioners are Tea Party members, as is the entire 
county school board, along with a sheriff , a mayor and several 
city council members. 

It’s a nascent political experiment, to be sure: Most of the Tea 
Partiers on the county commission were only voted into offi  ce 
in November. And it’s certainly too early to know exactly what 
impact the new guard will have on the area’s future. But what’s 
already happening in Fayette County illuminates how Tea Party 

reformers—if given full control—might shape public policy and 
overhaul Republican politics at the local level. It poses a funda-
mental question about Tea Party leadership: What happens when 
some of the biggest critics of government end up being the ones 
in charge?

Fayette County has long been a conservative bastion. Locals 
have voted decisively for every Republican presidential nomi-
nee since Ronald Reagan’s fi rst election. Former House Speaker 
Newt Gingrich’s Congressional district once included Fayette 
County. Fayette is overwhelmingly white and mostly well off  
(the median household income is about $81,000, signifi cantly 
higher than the national median and nearly 40 percent higher 
than the rest of Georgia). 

Through the 1990s and most of the 2000s, Fayette enjoyed 
rapid growth as Atlanta commuters moved farther and farther 
out, seeking big houses on leafy streets. The new development was 
fueled in part by the brand of pro-business, pro-growth Republi-
canism that rose to prominence across the South. With the vast 
majority of county revenue coming from property taxes, Fayette’s 
coff ers rose along with home values. A bullish housing market 
allowed the county commission to pay for more roads and a few 
public amenities, including a senior center, which paved the way 
for even more development. The elected body didn’t do much else: 
It levied taxes, controlled county property and oversaw county 
roads. The county raised more money than it spent each year.

Then the Great Recession hit, and the political and economic 
climate changed. The local unemployment rate jumped from 
under 5 percent in 2008 to over 8 percent in 2010. As housing 
prices plummeted, so did property tax collections. Money from the 
county’s sales-and-use tax took a nosedive as well. In 2012, after 
several years of rising expenditures and declining revenues, the 
commission had to dip into its reserve fund to balance the budget.

That’s when the Tea Party stepped in. “People were suddenly 
in a position where whatever worked before was no longer work-
ing,” says Pat Cooper, the managing editor of the Fayette County 

News. “When things went from bad to worse, the Tea Party 
became a guiding star for residents.”

Two Tea Party candidates won commission seats in 2010. In 
a post-election analysis that year, local Tea Party co-founder Bob 
Ross detailed the ways he believed the old-guard GOP had failed 
local residents: Commissioners had supported a costly road proj-
ect, backed a sales tax increase and failed to offi  cially reprimand 
a fellow commissioner for criminal behavior (a DUI involving 
marijuana). Ross’ words echoed the frustrations of conservatives 
nationwide, who have attacked expensive new public programs 
under the Obama administration, such as the economic stimu-
lus package and the universal health-care law. Local Fayette Tea 
Party challengers promised to be frugal, transparent and per-
sistent in trying to block further construction of the costly and 
unpopular road.

In 2012, the party swept the three remaining seats. All of the 
candidates ran on the same platform, vowing to uproot “corrup-
tion” and restore order to the local budget. (Their accusations 
of fi scal malfeasance warrant some skepticism. True, the county 
had begun spending slightly more than it was taking in, but the 
commission still had more than $8 million in reserves and a rainy 
day fund.)

Ever since, the Tea Party in Fayette County has been on a roll. 
As the party has sought control of the commission, the school 
board and other local seats, its record has so far been a sterling 
14 wins in 14 races. “Anything we’ve gone after,” says local party 
co-founder Harold Bost, “we’ve gotten it.” 

The schism in the local Republican Party mirrors the GOP 
soul-searching that’s currently taking place in the states and 
Washington. The Tea Party candidates portrayed Republican 
incumbents as left-leaning moderates who were wasting taxpayer 
dollars. “They tried to say they wanted to cleanse the party, but 
what they really wanted to do was control the party,” says county 
Republican Chairman Lane Watts. “It was mind-blowing.”

A
t the national level, the Tea Party movement has ral-
lied around federal budget cuts, a stronger check 
against executive power and a pledge against any 
new taxes. In Fayette, the focus is somewhat shifted. 
(Herbert Frady, who retired from the Fayette County 

Commission last year after serving fi ve terms, counts himself as 
a member of the national Tea Party. The local party, he contends, 
isn’t the real thing.) The local party supports limited government 
and fi scal conservatism, yes, but it also is waging battles against 
high-density growth and investments in mass transit. 

Perhaps the biggest diff erence between the old-style 
Republicans and their successors is their respective appetites 
for new development. After the pro-growth GOP of the past 20 
years, the Tea Partiers in Fayette can almost sound like envi-
ronmental protectionists. “The county commission is a big part 
of what kind of future you’ve got,” says local party leader Ross. 
“Are you going to be a county full of strip malls? Are you going 
to pave over the county?”

That’s a major distinction, says University of Georgia political 
scientist Charles Bullock. Republican leaders in rural counties 
accept tradeoff s, such as sales tax increases, in order to maintain 

T E A  T I M E

What happens when 
some of the biggest crit-
ics of government end up 
being the ones in charge?
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roads and high-quality schools, so long as they attract private-
sector investment. “Your Tea Party people can’t make that kind 
of assessment,” Bullock says. “Their top priority is to maintain 
low taxes. They would say, if you have a very low tax structure, 
that alone is enough inducement to private industry coming in.”

The development question was a big part of what galvanized 
the Tea Party takeover in Fayette. The former commissioners 
approved a six-mile road project to relieve traffi  c congestion that 
mostly doesn’t exist yet, plus a new fee for stormwater mainte-
nance. They also supported a failed statewide referendum last 
summer on a one-cent sales tax that would have paid for new 
roads in Fayette County, plus bus and light rail in other parts of the 
metro Atlanta region. Until late last year, the incumbents backed a 
regional transportation plan that included potential mass transit 
segments in Fayette by 2040. 

Supporters of those plans—particularly the statewide refer-
endum, a measure that would have brought nearly $7.2 billion in 
new transportation investments to 10 counties around Atlanta, 
but which voters throughout the entire region overwhelmingly 
rejected—said they were necessary to meet the area’s future 
growth challenges. In Fayette County alone, the population more 
than tripled from 1980 to 2010. The Atlanta Regional Commis-

sion, a metropolitan planning organization, projects that another 
54,000 people will reside in the county by 2030.

But the local Tea Party saw those sorts of long-term plans as 
tantamount to urbanization and a betrayal to residents’ preferred 
way of life. It prompted accusations that commissioners were in 
developers’ pockets, and paying more attention to interest groups 
in Atlanta instead of the voters in Fayette County. “No one moved 
to Fayette County to be close to anything,” said Tea Party Com-

missioner Steve Brown at a public meeting in 2011. Fayette resi-
dents, he argued, chose a rural setting with long commutes over 
the conveniences of urban life. “Many of us are refugees from the 
current mass transit counties in metro Atlanta.”

“You do see an idealism around the suburban lifestyle that 
they’ve created,” says Ashley Robbins, president of the Atlanta-
based Citizens for Progressive Transit and an advocate of the 
failed sales tax referendum. “That county has always gravi-
tated that way. It has always been exclusive and I think that 
will continue.”

E
ven before the party’s sweep of the county commission 
last fall, the two Tea Partiers who had won election in 
2010 had given an indication of how they would run 
things. Brown and his colleague Allen McCarty have 
championed a menu of policy changes to reduce the 

cost of government, impose stricter ethics rules and discourage 
high-density development. Between the two of them, they’ve 
proposed outsourcing the county’s building inspections, opening 
more contracts to competitive bidding and diverting some trans-
portation funds to pay for stormwater maintenance (rather than 
imposing new fees). 

One change that’s already taking place? More direct access 
from citizens. As the new chairman, Brown has revised the rules 
for public meetings so that citizens have more opportunities to 
speak to the commission, not just those residents who sign up at 
the start of a meeting. The new commission is looking into posting 
online videos of its meetings. They’re also making an eff ort to be 
more open and transparent in the process of appointing citizens 
to advisory boards. “We’re really striving to be a representative 
government,” says Brown.

Now the Tea Party must translate campaign rhetoric into 
the work of governing the county. Some of their actions already 
seem to invoke the more mainstream Republicans they ousted. 
The commissioners, for example, are already discussing ways to 
connect the county to an interstate highway, which would shorten 
the commute time to Atlanta and could result in expanding devel-
opment in Fayette once again. One commissioner is even talking 
about fi nding money for employee pay raises.

Ultimately, it may not even be that paradoxical that a party that 
frequently rails against the government is in charge of running 
one. True, national Tea Party leaders such as retired Texas Rep. 
Ron Paul and his son Rand, a U.S. senator from Kentucky, have 
advocated for the elimination of entire federal agencies, including 
the U.S. Department of Education. But the issues at the local level 
are diff erent. Tea Partiers—at least the ones in Fayette County—
aren’t seeking to dismantle the local school system or eliminate 
the sheriff ’s offi  ce. Government does have a legitimate, if lim-
ited, role in public life, they argue—to protect individual rights 
provided under state and federal constitutions, such as access to 
aff ordable education and public safety.

Still, if the commissioners stray too far from Tea Party ideals, 
the local party operatives will be watching. “If they don’t do it 
right,” says Bost, “we’re going to be right down their backs.”  G

Email jwogan@governing.com 
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Commissioner McCarty tends to one of his horses. Local 

Tea Party members vowed to protect the area’s rural 

character in the past two elections.
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Problem Solver

Governors’ State of the State addresses provide a 
snapshot of each state’s priorities for the coming year.

Governing compiled all the governors’ addresses 
into a word cloud, with larger words appearing most 
often. (Common words like “state” and “we” were 
not included.)

Pensions, education and job creation were central 
themes. Many governors also outlined support for gun 
control measures or mental health funding in response 
to the Newtown, Conn., school shooting. But other 
hot-button issues—immigration, same-sex marriage 
and marijuana legalization—were noticeably absent 
from most speeches.

 Email  mmaciag@governing.com
Read a text transcript and view a word cloud of each 

governor’s speech at governing.com/2013speeches

The Governors Speak

Pensions: 20
Twenty governors discussed the health of retirement 
systems or pension reforms. Pennsylvania Gov. 
Tom Corbett was among those who warned that 
pension debt could drain funding from other areas 
of government. “Resolving our pension crisis will be 
the single most important thing we do for decades 
to come,” he said.

Medicaid: 30
Thirty governors referenced the word 
“Medicaid” at least once in their speech. 
Several Republican governors used the 
speech to explain their support for the 
Medicaid expansion after opposing the 
Affordable Care Act.

The economy 
of tomorrow is 
the clean tech 
economy. We 
all know it, it’s 
a foot race—
whatever state, 
whatever region 
gets there fi rst 
wins the prize, 
and we want it to 
be New York.” 
—NEW YORK GOV. 

ANDREW CUOMO

“

58

Mental Health: 20
Governors of the following 20 states emphasized 
mental health or suicide prevention: Colorado, 
Connecticut, Delaware, Idaho, Illinois, Maryland, 
Michigan, Missouri, Nevada, New Hampshire, 
North Carolina, North Dakota, Ohio, Oklahoma, 
South Carolina, Tennessee, Virginia, Washington, 
West Virginia and Wyoming.
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Immigration: 4
Only four governors cited specifi c policies 
relating to undocumented immigrants. Arizona 
Gov. Jan Brewer was most vocal on the issue, 
calling on the federal government to strengthen 
the state’s border security.

By Mike Maciag

| BEHIND THE NUMBERS

Govs. Pat Quinn (Illinois), Mark Dayton (Minnesota) 
and Lincoln Chafee (Rhode Island) all called 
on legislatures to pass marriage equality bills. 
Colorado Gov. John Hickenlooper pressed for civil 
unions, while three other governors praised the 
recent passage of same-sex marriage legislation.

Gay Rights: 7 Climate Change: 7
Seven governors—all Democrats—discussed 
climate change. Utah Gov. Gary Herbert, 
a Republican, and Hawaii Gov. Neil 
Abercrombie, a Democrat, cited initiatives 
reducing carbon emissions without invoking 
global warming.

“ The cost of providing health 
care for increasing numbers of our 
citizens has, for years, been the 
most rapidly growing part of our 
state budget, as is true for virtually 
every other state. Curbing those 
cost increases, while expanding 
quality and affordable health care 
to all of our citizens, is crucial.”  
—MINNESOTA GOV. MARK DAYTON

If we are genuine 
in our concern for 
our children’s 
future, we’ll be 
as careful with 
the state’s money 
as we teach our 
children to be 
with theirs.” 
—MONTANA GOV. 

STEVE BULLOCK

NOTE: Speeches by Florida Gov. Rick Scott and Louisiana Gov. Bobby Jindal were not included because they had not yet addressed legislatures at press time.
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Our tax system shouldn’t favor 
one industry over another. Change 
is not easy, especially when it 
involves taxes, but this is the 
discussion that our state needs 
to have.” —NEBRASKA GOV. DAVE HEINEMAN
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that their entity raised fees in 2011. The 
National League of Cities also found that 
the assessing of or raising of fees has 
been going on for much of the last two 
decades—in good times and bad.

Supporters of such fees argue, sensi-
bly, that they can help acquaint taxpayers 
with an important reality: The idea that 
services actually cost something, and that 
they don’t drop from the heavens like Old 
Testament manna on hungry Israelites. 

So have states and cities discovered 
the proverbial free lunch? Not really. 
And it’s probably benefi cial for manag-
ers who are considering this route to take 
into account some of the pitfalls.

For one thing, there’s the question of 
their potentially regressive nature: “The 
rationales for having user fees,” says 
Matthew Gardner, executive director of 
the Institute on Taxation and Economic 
Policy, “is the benefi ts principle.” He’s 
talking about the idea that he who ben-
efi ts should pay. But, as Gardner explains, 
“that principle runs head on into the 
ability-to-pay principle. Low-income 

By Katherine Barrett and Richard Greene
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But these days, the range of activities to 
which they’re applied is huge. Easton, 
Pa., for example, has construction code 
building fees, plumbing inspection fees, 
permit fees for moving a household, fees 
for zoning hearings for a variance, fees 
for pushcart vendors’ licenses, and so on. 
Some places are even charging fees for 
various kinds of fi re service.

“Politicians who won’t cut spending 
to meet a revenue shortfall are always 
looking for ways to pluck more feathers 
from the goose,” says Lawrence Reed, 
president of the Foundation for Eco-
nomic Education. “They can sometimes 
get them with less squawking through a 
quiet hike in user fees.”

In the past three years, states alone 
brought in some $1.5 billion in additional 
user fees, according to the National Asso-
ciation of State Budget Offi  cers. Of course, 
the numbers vary from state to state. 
Georgia, at an extreme, raised its fees by 
a remarkable $264 million for fi scal 2013. 

As for cities, a long-term trend is 
clear: Two in 5 city offi  cers reported 

Fee Fleecing
States and localities run risks when they raise non-tax revenue. 

T
he political debate that pits the 
desire to generate new rev-
enues against the drive to cut 
costs has become a central part 

of discourse at all levels of government. 
We’re not going to weigh in here on the 
merits of the two approaches. We think 
some combination makes sense for most 
governments, and we’ll leave the rest of 
the argument to the people who measure 
their success at the ballot box.

But one thing is uncontestable. In man-
aging a state or locality, it’s never easy to 
raise taxes. Nobody wants to pay more 
taxes. Really. We sure don’t. And the peo-
ple who say they do are often the people 
with so much money that they can spare 
it. (Sorry, Mr. Buff ett.)  

No wonder, then, so many state and 
local governments have turned to an 
alternative that brings in money like a 
tax but isn’t a tax. We’re talking about 
user fees.

For years, we thought of fees as the 
province of extra special amenities, like 
municipal golf courses or tennis courts. 

Just as Easton, Pa., is modernizing its old city hall, it’s

also updating its user fees for the 21st century.
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The new online sales tool that gives you 
fast access to where intelligent transportation dollars 

are being spent across the nation.

Intelligent Infrastructure Navigator gives you fast 

access to information about planned and active 

procurements for ITS projects across the nation.

 RFP’s and RFI’s posted daily

 Developing Opportunities before RFP’s 

are released

 Market alerts and state information resources 

 Executive contacts and current information 

for thousands of governmental units, including 

state, local, special districts and Metropolitan 

Planning Organizations 

Special rates for ITS America members 

and public-sector entities

Brought to you by GOVERNING and ITS America. We’ve teamed 

up to bring you the wealth of our combined expertise in intelligent 

infrastructure and ITS for the state and local governments markets.

For more information, contact: 

Marina Leight, Associate Publisher, Governing

mleight@governing.com / 916-932-1388 

www.governmentnavigator.com   
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families don’t have the same ability to pay. 
The $20 you use to register your car is 
going to be a much bigger deal for a fam-
ily below the poverty line.” Of course, this 
can be ameliorated with means testing.

Then there are legal principles dictat-
ing that user fees be used for the service 
provided—not just dumped into the gen-
eral fund. The National Conference of 
State Legislatures warned about this more 
than a decade ago when it stated, “If user 
charges exceed the cost of providing ser-
vices, or if separate accounting is not used, 
governments are vulnerable to court rul-
ings that such charges are taxes.”

In 2010, for example, the Oklahoma 
state Supreme Court struck down court 
fees as unconstitutional because the state 
was using them to support non-court 
related activities.

From a simple fi scal point of view, 
there’s a nearly inexorable pressure for 
the cost of services to go up each year. 
Does that mean that states and cities 
that rely on fees are going to have to con-
tinue pushing them upward periodically? 
That’s certainly a problem. “Politically, 
the long-term diffi  culty is encapsulated 
in the idea that when I get paid the same 
$20 next year, it won’t buy the same 
amount of public service,” says Gardner. 
“They are, by defi nition, a nongrowing 
revenue source.”

Taking all this into account, does that 
mean there’s a likelihood of a backlash 
against more user fees. particularly as fees 
take cash out of the pockets of a growing 
number of citizens? That’s our bet. 

A little evidence: Back in August, 
California residents passed Proposition 
26. It mandated that any new user fees 
require a two-thirds vote of the legisla-
ture. And as California history teaches 
us, those supermajority requirements 
can be a giant red stop sign to change. 
Says Tim Eyman, a conservative political 
activist, “Prop 26 was a good canary in 
the coal mine message:  If you guys abuse 
your authority and say we’re going to call 
it a fee but it is a really a tax … that will 
obviously provoke a citizen response.”  G

Email greenebarrett@gmail.com

How to Insult Government Workers
Pay for performance sends all the wrong messages.

The current penchant for systems that evaluate educators and hold them accountable 
for student learning brings to mind a powerful learning experience I had in my early 
years as auditor of Kansas City, Mo. I was having real problems with my offi  ce’s pro-
ductivity: Audits were too few and took too long to produce. Since I was entranced by 
all the various management reform theories of the day, pay for performance seemed 
the obvious answer. So I announced an elaborate plan to pay my auditors based on the 
quality and quantity of the work they produced.

It was a disaster. What I did undermined, 
rather than helped, productivity. Collegiality and 
teamwork tanked, and it was clear to the audi-
tors that the only thing that I thought mattered 
to them was money. A spirit of public service and 
a commitment to the mission of the offi  ce and to 
each other are powerful motivators, and I gutted 
that. Fortunately, I’m a quick study. I fi gured out 
that I’d screwed up and reversed course, but it 
took a while to restore trust. 

There are lots of problems with pay for per-
formance, but one of the most salient is that it is 
insulting—it implies that employees are slackers. 
If organizations truly think the people they’ve 
hired aren’t working as hard as they should, they 
have bigger problems than how to design the 
right compensation package. People work for bosses, and they work better for better 
bosses. Beyond that, productivity experts will tell you that problems in organizational 
performance are almost always the result of poor systems design. Or as Governing 
contributors Ken Miller and Bill Bott have put it, “It’s the pipes, not the people.”

In public schools, pay for performance undercuts a far more powerful incentive: 
the love of children and of helping them learn. No one sets out to be a public school 
teacher because he or she is driven by the need to make a lot of money. That motivation 
is likelier to be held by corporate chieftains and hedge fund managers. And therein lies 
the problem. Many of the people driving education reform today are from the corpo-
rate sector, and they can’t conceive of people who view the world diff erently than they 
do. They think problems in education result from the lack of proper accountability 
and reward systems and insuffi  cient competition. 

I recently spoke with several groups of public administration graduate students 
at the Evans School of Public Aff airs at the University of Washington. I asked them 
what motivated them to enter public service. None of them mentioned money. Some 
quite literally wanted “to save the world,” and all of them wanted to work at something 
honorable, noble and bigger than themselves. Quite by accident, my own son, now 23 
and a graduate student in creative writing, found himself teaching eighth-graders at an 
inner-city charter school during a year off  between his junior and senior years of col-
lege. The thrill of watching the kids respond to poetry made him want to be a teacher. 
As he put it, “Seeing this love for poetry fi rsthand, by people unaware of it, convinced 
me of its power and placed in me a conviction for not just writing, but teaching as well.” 

For people like the students at Evans and my son, accountability systems are impor-
tant, of course, but leadership and organizational culture matter so much more.  G

 Email mfunkhouser@governing.com 

There are 

lots of problems 

with pay for 

performance, 

but one of the 

most salient is 

that it is insulting.”

 “

| BETTER GOVERNMENT

By Mark Funkhouser
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Supported By: 

re:Mind is an appointment reminder service targeting individuals discharged from inpatient mental health 
hospitalizations that addresses the #1 reason patients miss their initial appointment—forgetting, and aims to decrease 
preventable re-hospitalizations. A grand prize of $15,000 was awarded to members of the winning re:Mind student team 
from the University of Pennsylvania: Dan Bernick, Kayla Cheatham, Molly Kreider Viscardi, and Meghan O’Brien. 
$5,000 prizes were awarded to three student team runners-up: Harris School of Public Policy at University of Chicago, 
School of Public and International Affairs at University of Georgia, and the Robert F. Wagner School of Public Service  
at New York University. 

The National Invitational Public Policy 
Challenge challenges student teams 
to develop a policy proposal and civic 
campaign plan to achieve significant change 
in their community. Hosted by the Fels 
Institute of Government at the University 
of Pennsylvania and presented and judged by 
Governing Magazine’s Public Officials of the 
Year, it is an unparalleled opportunity for 
students to learn, connect, and serve. 

CONGRATULATIONS TO RE:MIND, 
WINNER OF THE 2013 PUBLIC 
POLICY CHALLENGE

2013

fels.UPENN.EDU/CHALLENGEfels.UPENN.EDU/CHALLENGE

THIS YEAR’S TEAMS WERE ORGANIZED BY:
Fels Institute of Government, University of Pennsylvania
Robert F. Wagner School of Public Service, New York University 
Evans School of Public Affairs, University of Washington
Georgetown Public Policy Institute, Georgetown University
Harris School of Public Policy, University of Chicago
Heinz College, Carnegie Mellon University
Lyndon B. Johnson School of Public Affairs,  
University of Texas at Austin
School of Public and International Affairs, University of Georgia
School of International and Public Affairs, Columbia University
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By Steve Towns

The Age of the Tech-Savvy Legislator 
An infl ux of young lawmakers could lead to better technology investments. 

Problem Solver | TECH TALK

Big government supporters can argue 
for plowing operational savings back into 
government programs, he says, while 
small government proponents can push 
to return money to taxpayers. “I have my 
personal opinions and I’m not shy about 
sharing them, but I very much understand 
that there are more legislators and state 
leaders involved in the policy discussion 
than just me.”

Oklahoma’s technology consolida-
tion and other reforms have raised the 
Gov Mod Committee’s stature, says Mur-
phey, who acknowledges that the body 
was viewed as “kind of gimmicky” when 
it was formed in 2009. It’s since become 
an attractive place to be, especially for 
younger lawmakers. Six of the commit-
tee’s 10 members are younger than 40. 

Younger certainly doesn’t automati-
cally mean more innovative. But an infl ux 
of lawmakers who’ve relied on computers, 
the Internet and mobile devices for most 

I
t’s fairly common to hear CIOs com-
plain that elected offi  cials just don’t “get 
it,” that senior leaders don’t grasp the 
importance of technology investments 

or simply have no interest in the topic. 
Fortunately, it’s a problem with a short 
shelf life as a new generation of lawmak-
ers takes offi  ce.

Ground zero for the shift may be the 
Oklahoma House of Representatives, 
where the Government Modernization 
Committee has become both a magnet 
for young lawmakers and a forum for 
IT-powered government reforms. State 
Rep. Jason Murphey, a 35-year-old soft-
ware developer, chairs the committee. 
He says legislative turnover—led in part 
by term limits enacted by Oklahoma vot-
ers in 1990—is driving a shift in how state 
elected leaders view technology issues. 
“We’re seeing the age of the legislature 
getting younger and younger,” he says. 
“And those members have an extreme 
proclivity toward this venue.” 

Over the past few years, the committee 
has tackled issues that include consolidat-
ing state data centers, improving software 
purchasing policies, promoting electronic 
payments, and simplifying licensing 
and permitting. In particular, Murphey 
teamed with another “Gov Mod” Com-
mittee member, 36-year-old Rep. David 
Derby, on legislation that consolidated 
state computer systems under a central 
technology agency and created a cabinet-
level CIO position to run it. Those changes 
have saved about $85 million over the past 
two years. 

Murphey, a conservative Republi-
can, views technology as a way to shrink 
government spending. But he says the 
Government Modernization Commit-
tee’s work tends to be nonpartisan. He 
contends that using technology to cut 
the cost of running government should 
win support on both sides of the aisle. 

of their lives could help alter the conver-
sation between elected leaders and CIOs. 

The rap on technology leaders for 
years has been that they speak in unin-
telligible jargon and are so focused on 
nuts-and-bolts computing issues that they 
can’t eff ectively connect IT investment to 
issues that resonate with leadership. That’s 
changing too. A growing number of CIOs 
aren’t old-school computer geeks any-
more. They’re strong managers who can 
link deployment of new technology to the 
priorities of a mayor or governor.

Those are the kind of arguments that 
get a sympathetic ear in Oklahoma these 
days. “I have been here six years now, and 
when we fi rst started talking about these 
concepts, they were alien to many mem-
bers,” Murphey says. “These new waves 
of legislators get it, and they’re going to 
make a big diff erence.”   G
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By Justin Marlowe

T
ax reform is, with apologies to 
Twitter, a trending topic this 
legislative season. A few gov-
ernors have grabbed headlines 

with bold proposals like ending their 
state income tax [See “Resurrecting Rea-
gan,” page 16]. Others want to streamline 
their tax codes with an eye toward giv-
ing business a simpler and more predict-
able fi scal policy environment. Several of 
these reforms call for a serious discus-
sion about “tax preferences,” which most 
states aren’t even equipped to have. But 
a few are becoming better prepared, and 
their eff orts deserve some attention.

Tax preferences, also known as tax 
expenditures, are provisions in the tax 
code—usually credits, waivers, exemp-
tions, deductions or diff erential rates—
that benefi t particular taxpayers. For 
example, technology companies in many 
states pay little or no sales tax on equip-
ment they use to research and develop 
new products. Most public fi nance 
experts agree that carefully employed 
preferences can level the economic 
playing fi eld and encourage growth in 
specifi c industries or geographic areas. 

But others believe tax preferences 
are corruption by another name. In their 
view, legislators use preferences mostly 
to trade favors with the business com-
munity. And they often do it out of sight. 
A recent report by the Pew Center on the 
States pointed out that most states don’t 
routinely review preferences because 
they’re not part of the regular appropri-
ations process. With no one watching, 
it’s easy to lose track of who gets prefer-
ences and what the public gets in return.

That said, advocates and opponents 
both agree that many preferences don’t 
deliver economic benefi ts to taxpayers 
writ large, and this only sours public atti-
tudes toward the preferences that do add 
value. The diffi  cult question is what to 

do about it? So far states have tried two 
basic approaches. 

One is to ask if a preference is nec-
essary to advance the public good, and 
then convince state legislators to end 
preferences that are clearly unnecessary. 
The problem? Every preference, no mat-

ter how arcane or outmoded, is consid-
ered essential by those who benefi t from 
it. Many preferences involve children, 
middle-class jobs in rural areas, and 
other groups or topics that state legisla-
tors don’t want to argue against.

A second approach is to reframe the 
question. Instead of asking if a prefer-
ence is necessary, some states are starting 
to ask, “Is this preference working?” This 
approach calls for independent experts to 
supply legislators and citizens with objec-
tive evidence on what preferences accom-
plish and at what cost. This is the reform 
strategy preferred by many experts on 
state tax policy, including the nonparti-
san Institute on Taxation and Economic 
Policy (ITEP).

For the past few years Washington 
state has tried out this approach. In 2006 
the state legislature empowered the state 
legislative auditor to review each of the 
state’s roughly 500 largest tax preferences 
once every 10 years. Audit staff  conduct 
the reviews as performance audits, using 
the best data and methods available. In 
each review they ask: Is this tax pref-
erence meeting its original legislative 
intent? Based on their fi ndings, they rec-
ommend that the legislature continue the 
preference, end it or clarify that intent. A 
citizen advisory group—the Citizen Com-
mission for Performance Measurement 
of Tax Preferences—sets the agenda and 
reviews the auditor’s fi ndings.

The results to date suggest this 
approach has merit. So far the commis-
sion has reviewed 158 preferences. In 19 
of those cases, audit staff  concluded that 
the legislature should end the preference 
or allow it to expire. These fi ndings are 
slowly but surely becoming a part of the 
fi scal policy discussion in Olympia. 

To be clear, not everyone loves the 
approach, and it has its drawbacks. 
The commission has no way to imple-
ment its recommendations. And some 
wonder if it’s possible to know the leg-
islature’s intent, especially if the pref-
erence in question was created several 
decades ago. The commission rou-
tinely disagrees with the audit staff ’s 
recommendations. 

But if the goal is to shed some impar-
tial light on a rarely discussed and 
politically charged issue, then so far this 
approach is a success. According to ITEP, 
15 other states have considered legisla-
tion to create something similar to the 
Washington model. Perhaps “sensible 
debate about tax preferences” will be the 
next trending topic.  G
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For nearly three years, the Raygun Gothic Rocketship 
stood watch over Pier 14 on San Francisco’s Embarcadero. 
The 40-foot-tall piece of public art was created by the 
Black Rock Arts Foundation, a consortium of Bay Area 
artists, who describe it on their website as a “rococo retro-
futurist future-rustic vernacular between yesterday’s 
tomorrow and the future that never was.” Last month, the 
homage to the Atomic Age was taken down to make way 
for a new installation. The artists hope to fi nd a home in 
another city for their shiny cosmic cruiser.    
—Zach Patton 
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