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couple of decades ago, many people thought technology would allow everybody to live and work wherever
they wanted. Why cluster in a city when you can telecommute from whatever remote locale you choose? As
we know, though, that prediction didn’t turn into reality. People
want to live in cities, and jobs want to be there as well. While that
certainly beneﬁts urban areas, it comes at the expense of outer
suburbs and, especially, rural America.
We explore different implications of that in three special-focus
features this month. More and more, it seems, middle-class people are being trapped between either having limited chances at
good jobs in rural areas or being priced out of housing in cities.
People who feel trapped get angry, and I see in our trio of stories
echoes of the populist unrest against the establishment that’s
surfacing globally. That unrest has
been a long time coming.
Sociologist Floyd Hunter saw
it in 1953. In his book published
that year, Community Power Structure: A Study of Decision Makers,
Hunter wrote: “There appears to
be a tenuous line of communication between the governors of our
society and the governed. This
situation does not square with the
concepts of democracy we have
been taught to revere. The line
Mark Funkhouser, Publisher of communication between the
leaders and the people needs to be
broadened and strengthened—and by more than a series of public
relations and propaganda campaigns—else our concept of democracy is in danger of losing vitality in dealing with problems that
affect all in common.”
The problems affecting so many of us today are, of course,
major economic and demographic shifts. The friction those
problems are producing badly needs to be addressed, not just
with more oil but with changes to the machinery as well. What’s
needed is not a revolution—as history demonstrates, they rarely
end well—but a better understanding by the elites of how much
inequality and dislocation society can withstand without coming
apart at the seams.
The deal between the regular folks and the establishment—
we, the people, will let you run the show if you provide institutional stability and allow us to live our lives in relative peace and
dignity—seems to be breaking down. I think the evil that Hunter
saw springing from that lack of understanding is precisely what
threatens us now. The place for public officials to start to deal with
today’s problems is where Hunter saw it so long ago: solidifying
the line of communication between governors and the governed.
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use ArcGIS Open Data.
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LETTERS

The Pension Facts
In the May cover story “Fully Vested,”
Daniel C. Vock and Liz Farmer wrote
about Alabama’s public pension plans,
which like those in many states have
seen their liabilities grow in the past few
years. To shore up the system, the state
legislature sought outside advice and
enlisted the help of The Pew Charitable
Trusts. The group made several recommendations, which included putting a
cash balance plan in place. Under such
a plan, participants are guaranteed a
lower rate of return than in a traditional plan. David Bronner, the head of
Alabama’s retirement system, rejected
Pew’s suggestions. “Let’s not put Pew in
the category of good guys,” Bronner said.
“It is an organized attack on public pension funds by the super rich.”
This article raised questions about
research and analysis provided to the
Joint Committee on Alabama Public Pensions by The Pew Charitable
Trusts. That legislative committee was
formed because the state’s retirement
system faces two signiﬁcant challenges:
a pension debt of nearly $13 billion, and
another $11 billion in unfunded liabilities
for retiree health insurance.
Pew’s technical assistance was explicitly noted in the law establishing the
committee. Pew made speciﬁc recommendations to the panel to strengthen
ﬁscal health, increase retirement savings
for workers, raise the bar on investment

transparency and governance, and take
a closer look at retiree health beneﬁts.
These recommendations were based on
rigorous nonpartisan research, and if
signed into law, would help both taxpayers and state workers. Separately, Pew
also recommended that any proposal
to change beneﬁts for future employees
only be considered after careful analysis on the expected impacts to both the
state’s ﬁscal health and workers’ retirement savings and security.
As the article points out, the majority of the pension debt is attributable to
lower-than-expected investment returns,
due in part to investment decisions by the
Retirement System of Alabama (RSA).
This problem is also the result of annual
state contribution requests from the RSA
that were insufficient to reduce the pension system’s unfunded liabilities. So
while the legislature fully complied with
the RSA’s requests, the fund’s ﬁscal condition has worsened both in absolute terms
and relative to other states.
While our research shows that the
RSA has a much higher rate of investing
in-state than other state systems, we made
no recommendation on how or where
the fund should invest. Unlike the major-

Corrections: In the July feature “The
Politics of Uncertainty,” Alan Greenblatt
included a quote from Minnesota state Rep.
Roz Peterson regarding productivity in the
state legislature. Peterson was referring
speciﬁcally to lawmakers’ work on a major
transportation package, not to legislative
productivity in general. Greenblatt also
stated that Minnesota hasn’t supported a
GOP presidential candidate since 1980—
“the longest unbroken string of victories for
Democrats anywhere in the country.” The
string actually goes back further: No GOP
presidential candidate has carried the state
since Richard Nixon in 1972.

ity of states, Alabama state law does not
speciﬁcally require its retirement system
to make investment decisions solely in
the interest of beneﬁciaries. We recommended that the RSA and its trustees be
explicitly held to this higher standard,
which is important not only for the beneﬁciaries, but also for the state’s taxpayers,
who are ultimately responsible for making
up any investment shortfalls.
Pew believes that pension reform
should be based on the facts and that
every public employee—past, present
and future—deserves a secure retirement
system. It is disappointing that efforts to
strengthen Alabama’s retirement system
would be characterized as an “organized
attack on public pension funds” by the
head of the RSA. Pew is proud of our
work in Alabama and believes that all
states should seek to achieve an affordable
and sustainable retirement system that
provides retirement security for workers, protects taxpayers and maintains the
ability to deliver important public services. Our recommendations would help
achieve these goals.
—Greg Mennis, Director,
Public Sector Retirement Systems,
The Pew Charitable Trusts
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“This book is a must for anyone who believes government
can make a difference in our lives. ... Peak Performance details how
a courageous and visionary mayor and a highly dedicated workforce
can give their citizens a more efficient and effective government ...”
Former Pennsylvania Gov. Edward G. Rendell,
author of A Nation of Wusses: How America’s Leaders
Lost the Guts to Make Us Great
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Meaningful Engagement Matters.
Five cities – Albuquerque, Atlanta, Baltimore,
New Orleans, and Seattle – are developing
new practices that better engage low-income
residents in civic life and public decision-making.
Follow their progress at www.governing.com/cityaccelerator

A special initiative of:

Presented by:

Supported by:

The City Accelerator is an initiative to speed the adoption of local government
innovations to improve cities and the lives of their low-income residents.
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By Alan Greenblatt

STATE BUDGETING has never been the
most transparent of processes. Line items
get added and subtracted without the general
public having a clue as to what’s going on.
Now that many states are trapped in a seemingly unending era of post-recession austerity,
there are increasing demands that lawmakers
provide more information about the difﬁcult
decisions they’re making.
The general outlines of today’s budget
climate are clear enough: Old assumptions of
6 percent annual state revenue growth are a
memory. At the same time, the costs of health
care, pensions and other retirement beneﬁts
are continuing to grow. That puts a squeeze
on all programs, especially since many legislators and governors remain allergic to tax
increases, save in dire circumstances. So it’s

only reasonable to ask that legislators hold
open and honest debates about what they
can and cannot afford to fund.
Of course, it doesn’t always happen.
“There is very little discussion in state circles
on responding to the swath of services that
were slashed during the Great Recession
or about what states need to do to prepare
for the many challenges that were put on
the back burner,” says Sujit CanagaRetna,
senior ﬁscal analyst for the Council of State
Governments. “There’s very little emphasis
on tackling the factors that continue to erode
state revenue systems,” including untaxed
online sales, the failure to tax services, and
the expansion of tax credits and exemptions.
Right now, all of this seems to be coming
to a head in South Carolina. After adjusting for
inﬂation and population growth, the state is
spending about $300 less per resident than
it was prior to the recession. That has led to
complaints from progressives that the state
is underfunding agencies, creating job vacancies and making it hard for much of the government to function. For instance, the state
ranks near the bottom in terms of funding for
dam inspections. Last year 31 dams failed
due to historic ﬂooding. “The Grand Old Party
has been running a hard campaign against
government for 30-plus years now,” says
Brett Bursey, director of the SC Progressive
Network. “Well, they won.”
It’s not just liberals who are unhappy.
There’s been serious intraparty tension
between GOP Gov. Nikki Haley and Republican legislative leaders, most notably over the
question of funding roads. Some legislators

are ready to raise gas taxes, but Haley insists
that these be offset by cuts to other tax rates.
This year, the two sides agreed on a patchwork deal that did nothing to solve the problem of long-term funding for infrastructure,
relying instead on extensive borrowing.
Then there’s the requirement that 4 percent of state spending go into a fund for local
government. Without saying much about it,
lawmakers have been letting themselves off
the hook on that particular requirement since
2008. This year, they were $90 million short
of the mandated contribution.
Meanwhile, an increasing share of state
spending, whether you’re talking about education or economic development, is being
paid for not out of general fund dollars but
rather obscure “special accounts.” Such fuzzy
accounting makes it harder to know exactly
what the state is doing and how it’s paying
for it, says Ashley Landess, president of the
South Carolina Policy Council, a free-market
think tank. “The budget is simply not what it’s
portrayed as,” she says. “Legislators ignore
the state law that mandates an open budget
process, period.”
At a time when every budget “yes” may
mean saying “no” to something else, it can be
painful for politicians to be forthright about the
decisions they are making. But holding public
debates about priorities is an essential part of
leadership. “When there are budget cuts, that
is an opportunity to be strategic and really
prioritize and think long term,” says Gibbs
Knotts, a political scientist at the College of
Charleston. But, he adds, “I don’t know that
it’s been particularly strategic.”

SHUTTERSTOCK.COM

APIMAGES.COM

Unclouding the Budget

South Carolina Gov. Nikki Haley
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SHUTTERSTOCK.COM

STOP
AND
FLEECE

seems absurd,” says New Hampshire
state Rep. Michael Sylvia. What’s worse,
that “money would be taken before the
person is convicted.”
If it’s an old car or a couple of thousand dollars, the aggrieved party may
feel it’s not worth the greater cost of
challenging the forfeiture in court. But
the proceeds from such actions add up,
totaling $4.5 billion in 2014, according
to the Institute for Justice, a conservative nonproﬁt legal group. And there
have been clear instances of mischief.
One prosecutor used forfeiture funds to
pay off his student loans. In February, a
Christian rock band called Klo & Kweh
Music Team was stopped for a broken
tail light in Oklahoma. Sheriff ’s deputies
seized $53,234 because of a band member’s “inconsistent stories,” even though
the money was made up of concert
proceeds and donations meant for charities in Southeast Asia. Amid an outcry,
including complaints from members of
Congress, Muskogee County returned
the money in May.
Civil forfeiture also creates perverse
incentives for law enforcement. Cops
might ﬁnd it in their interest to patrol
the westbound side of the highway
because more cash travels that way,
rather than patrol the eastbound side
that attracts the illegal drugs they’re supposed to be stopping.
For all these reasons, bills to address

YOU MAY NOT REALIZE it, but in most
parts of the country law enforcement
officers have the legal right to stop you
and demand any cash you might have
on hand, threatening arrest if you fail to
turn it over, even if there’s no evidence
you have done anything illegal.
That’s what’s known as civil forfeiture. It’s unpopular just about everywhere, and roughly a dozen states have
passed new laws over the past couple
of years to curb it. “Once you understand
civil forfeiture and how it actually works,
it’s horrifying,” says Maryland state Sen.
Michael Hough. “It completely robs
people of their due process rights.”
Under civil forfeiture, police or
prosecutors can claim that money or
property contributed to a crime, even
if no underlying criminal charge has
been ﬁled. “The idea that the money
would be separated from the person and
prosecuted on its own as a civil issue

civil forfeiture have won bipartisan support from legislators and are backed by
a strange-bedfellows alliance of liberal
groups such as the ACLU and Common
Cause, and the conservative Cato Institute and Heritage Foundation. “There
is no public policy organization in the
United States that defends the status
quo,” says Lee McGrath, legislative counsel for the Institute for Justice. “The
only people on the other side are those
receiving forfeiture proceeds that beneﬁt
their budgets.”
But police, sheriffs and district
attorneys make up a powerful lobbying
force. They argue that civil forfeiture is
a necessary tool in ﬁghting crime, and
they often claim that they need the proceeds to fund their agencies. They can
sometimes even get legislative leaders or
committee chairmen to water down legislation if they fail to stop it altogether.
That’s why the bills addressing civil forfeiture vary widely, from measures simply requiring greater disclosure to legislation banning the practice altogether in
absence of a conviction.
No one is arguing that law enforcement shouldn’t seize cash or property
used in the commission of a crime. They
should just have to prove it. “You can’t
get away from the fact that there’s a corrupting inﬂuence,” says Rep. Sylvia, “if
you can just grab money and throw it in
the budget.”
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THE BREAKDOWN

Mercurial Mayor
MAYORS GET TO FIRE a lot of people.
The way they go about doing it says a lot
about them.
Atlanta Mayor Kasim Reed surprised
his city recently when he ﬁred two agency
heads on a single Friday. The move came
with absolutely no advance notice and Reed
refused to explain his thinking, even at an
hour-long news conference he held the
following Monday. “It came as a shock to
people,” says Felicia Moore, a member of
the city council who has sometimes clashed
with Reed. “I found out about it like the rest
of the public.”
Reed’s decision to ﬁre Jo Ann Macrina,
who’d been in charge of watershed management, was not terribly surprising. Her agency
had suffered a slew of problems, including
billing foul-ups, sewage spills and accusations of employee theft. But his decision to
let go of Miguel Southwell, the head of the
airport authority, seemed to come completely
out of the blue.
A month earlier, Southwell had won an
award from the Atlanta Business League
as its “CEO of the Year.” More substantively,
Southwell was just embarking on a terminal
renovation and a $6 billion airport expansion, including a new runway. About all that
Reed had offered publicly regarding his dis-

satisfaction was a complaint that an airport
worker had yelled at people in a security
line. The mayor said that talking through the
details about his ﬁring decision could open
the city to litigation. That did nothing to reassure doubters.
Councilmember Moore and others wondered whether Reed could ﬁnd and put in
place a quality candidate to handle a major
airport overhaul, given that the mayor has
less than 18 months left in ofﬁce. Reed
insisted he wouldn’t be “hamstrung” by the
fact that the city will be electing his successor next year.
Like a lot of mayors, Reed has seen
turnover in some of the top jobs that answer
to him. As far as he is concerned, this
is the fundamental point: Southwell and
other agency heads in the city serve at his
pleasure. “When I’ve had to make a call,
I’ve made the call,” Reed said at the news
conference. “My team knows, when you
work for me, you run your department until
you don’t.”
He certainly has a point. But the abrupt
ﬁrings and Reed’s decision to insist on his
authority to carry them out without giving
any reasons have led to complaints about a
mayor growing increasingly imperious as his
tenure in ofﬁce approaches its close.

14,088
Number of black and luxury cars
currently operated by Uber in New York
City, compared to 13,587 yellow cabs.
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outside groups on a single primary for
a seat on the West Virginia Supreme
Court in May.
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Atlanta Mayor
Kasim Reed

APIMAGES.COM

SOURCES: THE WASHINGTON POST,
SACRAMENTO BEE, MOTHERBOARD, STATELINE

Number of students who missed at least
three weeks of school in 2013-2014,
according to the U.S. Department of Education’s ﬁrst-ever look at chronic absenteeism.
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Annual pension that Fred Buenrostro,
the former head of California’s public
employees’ pension system, will collect
while serving a nearly ﬁve-year prison
sentence for a bribery scheme.
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AT&T Park, home to the San Francisco
Giants baseball team

A Giants Tax Bill
A PROMINENT TENANT with a gorgeous

ues, which fundamentally come down to
location. San Francisco and particularly
the area of the city that the stadium is in
is highly desirable,” Chu says. “It’s one of
the fastest-growing areas.”
But the Giants say Chu is asking for
way too much. Two years ago, she retroactively doubled the team’s property
tax bill going back to 2011. The Giants
have taken their case to the San Francisco’s assessment appeals board. The
team argues that its lease on the land is
decreasing in value the longer they are
tenants. The lease still has 66 years left
to go, but the Giants seem to believe the
value of the stadium itself is depreciating
in the same way a car does.
That argument prevailed a decade
ago, when the Giants won an earlier
dispute over their property tax bill. But
it’s a debatable point, says Victor Matheson, a sports economist at College of the
Holy Cross. Under income tax rules, the

SHUTTERSTOCK.COM

waterfront location in the nation’s most
expensive city wants a big break on its
property tax bill. It may have a case for
getting one.
The tenant is the San Francisco
Giants, who hold the lease at AT&T Park,
where they play baseball. The stadium’s
location is prime real estate, with stunning bay views and close proximity to
downtown, light rail and the Bay Bridge.
Home prices have more than doubled in
the city since the team built the park 16
years ago. Even though city assessment
increases are limited under California
law, the land value is expected to rise
another 7 percent this year.
Assessor-Recorder Carmen Chu
argues that it’s only right for the Giants
to pay their fair share of the increased
worth, just like any homeowner or office
building. “At the end of the day,” Chu
says, “we’re talking about real estate val-

value of a property can depreciate over
time. But that’s not true under property
tax rules. No one could argue that a
100-year-old house in good shape in an
upscale neighborhood has no value.
The case for depreciation is undercut
by the fact that AT&T Park not only still
sparkles but is clearly bringing in lots of
money for the team. “It’s not like it’s now
generating half the money that it did
when it opened,” Matheson says.
The two sides are far apart. But
regardless of the appeal’s outcome, Chu
should take heart from one thing. The
Giants may not be paying as much as the
assessor thinks is right, but anything at
all is more than most sports franchises
pay in property taxes. Usually, they’re
either playing in a municipally owned
stadium or they’ve gotten a break on
taxes as part of the initial deal. “They
avoid paying taxes almost all over the
country,” Matheson says.
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Politics + Policy

| ASSESSMENTS
By Alan Ehrenhalt

Parking Wars
More and more, cities see the accommodation of cars as the enemy of urban revival.
n a slow afternoon back in
2005, I found myself thumbing through one of the oddest
books I had ever come across.
It was a 733-page treatise on parking by
Donald Shoup, an economist at the University of California, Los Angeles, who
had devoted much of his career to collecting every available nugget of information on the subject. What made the book
so unusual wasn’t just the level of detail.
It was Shoup’s palpable enthusiasm for
the material and his ability to make it
interesting. He quoted Albert Einstein
and Robert Frost, Lewis Carroll and Graham Greene. He ﬁlled up the pages with
quirky little details about the way ordinary people go about their lives.
All this detail was made to serve a
fairly simple point: “Free” parking costs
cities and their residents a fortune and
gives us little more than traffic congestion and ugly downtowns. Abolishing
all those free spaces could bring about
a renewal of high-quality urban life.
Despite his verbosity, Shoup made his
main point concisely and rather convincingly. Intrigued as I was, however,
I dismissed him as an erudite eccentric
certain to be branded as a crackpot by the
pragmatic engineers and politicians who
design and govern American cities.
I was quite wrong about that. Eleven
years after publication of The High Cost of
Free Parking, you won’t ﬁnd many people
making jokes about it. Unlikely as it once
seemed, Shoup’s ideas have taken root in
cities all over the country. Urban planners who scarcely gave parking a second
thought in the pre-Shoup era have come
to regard it as a crucial force in determining the future of their communities.
This has happened for several reasons.
One is the mountain of numbers and facts
that Shoup and his allies have brought
to the subject. More than 30 percent of

O

the area in many downtown commercial
cores is taken up by parked cars. In many
places, there are four times as many parking spaces as there are vehicles. Even so,
as many as half the cars crowding center
city streets at any one time are cruising
for a place to park. It doesn’t make a lot
of sense.
But it isn’t just Shoup’s arguments;
it’s the changed economics of metropolitan America. A couple of decades ago, it
didn’t seem to matter that many downtowns were full of parking lots because
there wasn’t much else to do with the
land. Nobody wanted to build on it. That’s
why it was turned into parking lots in the
ﬁrst place. Nowadays, cities see all sorts
of uses for that land—as sites for apartments and condos, retail businesses, and
new office buildings. Because of that, a
parking lot begins to look like nothing

more than a waste of space. The sooner
city officials can persuade the property
owners to yield in favor of development,
they are convinced, the better off the city
will be.
Downtown isn’t the only locus of
Shoupism. As cities plan their expansion
over the next few decades, many of them
are talking about pedestrian-friendly
neighborhoods and transit-oriented
development far beyond the central core.
The question of what to do about parking
turns out to be fundamental to the question of how they can bring their planning
goals into fruition.
Seattle is a good example. Later this
year, residents of the metropolitan area
will vote on a massive 25-year plan that
would create a transit system of 108 miles
and build 39 stations. Not too long ago, the
question of how much parking to build
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More than 30 percent of the area
in many downtown commercial
cores is taken up by parked cars.
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at the stations would have been a minor
technicality. Now it’s seen as perhaps the
most important issue. The current plan
is to have as many as 18,000 new parking spaces next door to the stations. The
most intense transit advocates, and some
professional planners, insist that’s a mistake: The only way to create a network of
transit-oriented projects and stay away
from car-generated sprawl, they argue,
is to stop building parking lots. Starve
the beast, in other words. Urbanist blogger Ben Schiendelman wrote recently
that “for every parking space we build
at a transit station, we’re encouraging a
new car-oriented suburban housing unit,
demand for suburban shopping and suburban road extension to serve them.”
Most of the area’s business and
development community is adamantly
opposed to starving the parking beast.
The Seattle Times, the dominant local
newspaper, argues that the 25-year blueprint should “plan for continued use of
the automobile despite the anti-car zealotry in vogue at Seattle City Hall.”
The dispute won’t be resolved for
a long time. But it suggests a Catch-22
of transit planning that is emerging in
many places in the age of Shoup: If you
start by building huge parking lots next
to transit stations, you may never be able
to switch to transit-friendly development.
But if you don’t build the lots, what will
happen in the short run is that people
won’t be able to get to the stations to use
the system.
This has been a perplexing issue in the
Washington, D.C., suburbs of Northern
Virginia, where a new transit line with
ﬁve new stations opened in 2014. The
Silver Line’s planners wanted a future in
which transit riders would live near the
stations in pedestrian-friendly developments and walk to catch the train. So they
didn’t provide parking at four of the ﬁve
stops. This is totally consistent with the
Shoup doctrine. But for the most part the
cutting-edge mixed-use developments
haven’t happened yet. In the meantime,
without a park-and-ride option, potential riders have stayed away. Projected to
attract 25,000 weekday boardings, the

Silver Line barely reached 15,000 in its
ﬁrst year.
ities that already have transit
stations in walkable neighborhoods have a different set
of issues to consider. Their
problem is the antiquated planning rules
that require a minimum number of parking places in any new residential development. Most cities have traditionally
required two spaces for every apartment
or condo unit; some set the minimum
a little lower, some higher. But at a time
when cities are eager to create new housing designed around transit, what those
rules mainly do is make residential projects more expensive to build and more
expensive for the people who want to live
in them.
There is something simple and effective that cities can do about this. They
can repeal or at least soften the parking
requirements. Chicago has been doing
that. Up until recently, it had a one-spaceper-unit rule—relatively sane compared to
what some cities had, but still out of touch
with evolving urban realities. Prodded by
an activist alderman, Proco Joe Moreno,
the city council has twice changed the
rules in recent years to ease the parking
mandate for buildings as far as 1,320 feet
from a station—a quarter-mile—and eliminate it altogether in some circumstances.
By some estimates, Chicago has
increased tenfold the area of the city
where the old parking requirements
don’t apply, and it has brought its parking
rules closer to those in place in Boston,
New York and Philadelphia. The strategy
appears to be achieving the desired result:
The city says that since 2013 more than 20
residential projects have taken advantage
of the looser requirements.
All of this progress still stops short of
Shoup’s most fundamental and radical
proposal: that cities systematically limit
the number of parking spaces in the central city and charge higher prices for the
ones that remain, all as a way of inducing
people to do less driving. One city has
become relatively famous for doing this.
Portland, Ore., stopped adding downtown

C

parking in the 1970s. A quarter-century
later, with a signiﬁcantly larger population, it had roughly the same number of
spaces it had started with. This didn’t prevent downtown Portland from experiencing dramatic commercial and residential
success in the years after the policy was
implemented. But not many other cities
have been willing to mount such a direct
challenge to driver sensibilities.
Still, quite a few have begun to at least
nibble around the edges of Shoupism.
Several years ago, San Francisco initiated
what it calls SFpark, a technology-driven
system that divides each working day into
three distinct periods and charges different prices for a parking space depending
on when during the day a driver wants to
use it. The prices are adjusted regularly
to take account of driver demand. The
goal is to reduce overall parking usage to
roughly 70 percent of capacity, so that a
space is almost always available for somebody who really needs one. San Francisco
is calling SFpark a success. Washington,
D.C., has been experimenting with a similar idea in selected busy neighborhoods in
the city.
There are other schemes ﬂoating
around that trace back to the Shoup doctrine. One is to let developers pay a fee to
city government in lieu of providing parking. Another is for employers to offer their
workers cash payouts rather than giving
them a parking subsidy. Earlier this year,
a developer in San Francisco promised
tenants $100 passes for the city’s transit
system or for Uber rides in exchange for
doing without a reserved space.
All in all, the past few years have been
a fruitful time for a set of ideas that once
seemed odd and to be outside the realm of
practicality. Shoup himself is semi-retired,
but he is as single-minded as ever. “Minimizing parking requirements,” he wrote
earlier this year, “may be the cheapest
and the simplest way to achieve a more
just society.”
I’m inclined to dismiss that as farfetched, but not quite as cavalierly as I
would have in 2005. G
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Politics + Policy

| POTOMAC CHRONICLE
By Donald F. Kettl

Feeling Their Oats
A law in one small state is changing the rules for food packaging nationwide.
oney Nut Cheerios—America’s
bestselling cereal—won’t be the
same anymore. Thanks to an
epic battle in Vermont, every
box of the friendly oats from General
Mills contains a new label conﬁrming the
presence of genetically modiﬁed organisms (GMOs).
Outside Vermont, General Mills
doesn’t have to include the GMO label.
But Jeff Harmening, the company’s chief
operating officer for U.S. retail, told a
reporter that “having one system for
Vermont and one for everywhere else is
untenable.” So, as Vermont goes, so goes
the nation.
In fact, so went Congress, at least in a
limited way. In mid-July, both the House
and Senate addressed the subject by passing legislation that would require some
form of GMO identiﬁcation on products
sold in stores. But the new federal law will
be much weaker than the one in Vermont,
so it’s likely Vermont’s will be the one that
many companies choose to follow.
That law, which went into effect
on July 1, generated one of the biggest
regulatory battles in recent memory.
Supporters of the law said they simply
wanted to give consumers enough
information to make informed choices in
the grocery store. Other supporters said
they worried about the health effects of
eating GMOs and thought that the labels
would allow consumers to buy different
products—or force manufacturers to
use GMO-free ingredients. In Europe,
Cheerios don’t contain GMOs.
But getting GMOs out of the American food chain would be very tough.
More than 90 percent of the corn, soybean, sugar beets and canola raised in
this country comes from crops genetically
modiﬁed to produce sturdier grains that
are more resistant to insects and drought.
What’s more, most government regula-

H

DONALD F. KETTL

Vermont was the ﬁrst state to
pass a law requiring food companies to label genetically modiﬁed
organisms on their products.

tors have concluded that GMOs are safe,
including the World Health Organization, the European Food Safety Agency,
the United Nations Food and Agricultural
Organization, and the U.S. Food and Drug
Administration.
The public, however, isn’t so sure. In a
2015 survey, just 37 percent thought that
food with GMOs was safe to eat.
For producers, that has raised two
options. One is shifting to more natural
components, which is expensive. Ben &
Jerry’s, the quintessential Vermont institution in many people’s minds, spent three
years taking GMOs out of their caramel
and cookie dough ice cream ﬂavors—forcing prices to rise 11 percent. But removing
GMOs caused the disappearance of a few
popular ﬂavors. Heath Bar Crunch had to
go because the candy bar, manufactured

by Hershey, contains GMOs. The other
option, a push for substitutes that often
don’t undergo the same level of safety
testing, hasn’t proved very appealing.
The great GMO debate isn’t just
affecting cereal and ice cream. Campbell’s Soups announced that, because of
the Vermont law, it too would include
GMO labels on all of its cans. Through a
quirk in the nation’s patchwork of laws,
Campbell’s SpaghettiOs need GMO disclosure, but not SpaghettiOs with meatballs. A food product in which meat makes
up more than 2 percent of the weight is
regulated by the U.S. Department of Agriculture, whose rules don’t require GMO
labeling and supersede those of the states.
Campbell’s didn’t want to have SpaghettiO varieties sitting on the shelves next
to each other with different labels. It
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| POLITICS WATCH
By Alan Greenblatt
pulled out of the battle against state-bystate regulation and called for mandatory
national labeling standards from the federal government.
General Mills, Campbell’s Soups and
Mars Inc. candy stopped ﬁghting and
accepted the Vermont standards as well.
But others in the food industry didn’t
give up. They used the new Vermont law
to put enormous pressure on Congress.
Two weeks after the Vermont policy took
effect, Congress passed its own law to
preempt it. The federal legislation gave
manufacturers three options: the Vermont
plan, with text describing GMO content; a
QR code that consumers could scan with
their smartphones to learn what was
inside; or a symbol to be designed later.
In the end, Congress pushed aside
Vermont’s simpler and more immediate
policy. But one small state—the nation’s
second-least populous —effectively forced
a change in national standards.
It’s not new, of course, for a state
innovation to transform the nation. The
catalytic converter, which dramatically
reduced automobile engine emissions,
got its start in a California law. That state’s
market was too big for car manufacturers
to ignore, so it set the national standard.
Vermont is no California, but Capitol
Hill gridlock gave it California-like leverage. Vermont transformed GMO labeling despite its small size because, in an
increasingly interconnected food chain,
the lowest—or highest—common denominator rules. Given the frequent gridlock
in Washington, policy initiative ﬂows to
the states—even little ones. And the more
these initiatives lay bare the peculiarities of the nation’s regulatory system, the
more feasible it is for any state to preempt
federal rules. Just consider SpaghettiOs
with meatballs.
So your next bowl of Honey Nut
Cheerios—or even a morning with Cap’n
Crunch—will be more than just a way
to start your day. It will be a sign of how
Washington’s immobility is offering a
new kind of leverage to states that want
to shape national policy. G

The GOP’s Hispanic Problem

Email kettl@umd.edu

Email agreenblatt@governing.com

One of the most important political stories in recent
years has been the growth of the Hispanic electorate. This year, the question is not only how many
Hispanics will vote, but whether the GOP is at risk
of losing their support for a generation.
The National Association of Latino Elected and
Appointed Officials (NALEO) predicts that 13.1 million Hispanics will vote this fall, up from 11.2 million
in 2012. That’s a big increase. Still, it means fewer
than 50 percent of eligible Hispanics are voting.
Even as their share of the electorate continues
to grow, Hispanics are not voting at the same rate
as other racial or ethnic groups. In 2014, only 27
percent of eligible Hispanics voted. That’s their worst single showing ever in a
midterm election.
Hispanics tend to vote at lower numbers for several reasons. For one thing,
the median age among Hispanics born in the U.S. is just 19. As with their Anglo or
African-American peers, Hispanic youth are harder to mobilize than older voters.
“Latino turnout has a lot to do with demographic factors—a higher percentage
of young, low-income and less-college-educated people,” says Cristina Beltrán,
director of Latino studies at New York University. “All of these factors depress
turnout for all citizens.”
Another factor is that the concerns of Hispanic voters are often ignored by
national candidates—at least, those who don’t live in swing states, says Arturo
Vargas, NALEO’s executive director. This year, Democrats are gearing up to spend
$15 million on Hispanic outreach in the swing states of Colorado, Florida and
Nevada. “Where you have seen upticks in mobilization is where you have seen
outreach by particular candidates, mostly on the Democratic side,” says David
Damore, a political scientist at the University of Nevada, Las Vegas.
Democrats are hoping that Hispanics nationwide will be mobilized by the
presidential candidacy of Donald Trump, who has made a number of insulting
comments about immigrants and Hispanics in general. There’s even evidence suggesting many Hispanics are motivated to become citizens in order to vote against
Trump. Applications for naturalization are up 14.5 percent this year.
The real growth in the Hispanic vote, however, comes from young people turning 18—800,000 of them each and every month. “There are 4 million more Latinos
eligible to vote in November than there were in 2012,” Vargas said. “Of those, 3.1
million are Latinos who have turned 18.”
Whether the source of new voters is naturalization or adulthood, Republicans
have to worry about losing their support. The GOP share of the Hispanic vote has
gone down every four years since 2000. In 2012, Mitt Romney took just 27 percent
of the Hispanic vote. An official Republican report after that election stressed the
need to appeal to Hispanics, but the party nominated Trump instead, whose polling numbers among the group are dreadful. “Latinos are a permanent part of the
political landscape in this country,” Vargas says. “Candidates that don’t recognize
that and don’t act on that are not going to be successful.” G

August
Month 2016 | GOV E R N I N G

GOV08_16.indd 17

5

25

50

75

__________Designer __________CreativeDir.

BLACK

CMY grey

95 100

17

7/15/16 3:23 PM

100 Blue Ravine Road
Folsom, CA 95630
916-932-1300
www.erepublic.com

FLICKR/STEPHEN MELKISETHIAN

The key demographic is turning from the party.
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Politics + Policy

| HEALTH
By Mattie Quinn

Pregnant in Prison
Some states are assigning doulas to support expectant inmates.
APIMAGES.COM

her thinking about childbirth in prison, and the
role that plays in determining a woman’s future
once she leaves incarceration.
Williams turned to the Minnesota Prison Doula
Project, which launched in 2011. That program currently serves women in 81 county jails and has supported around 100 incarcerated women over the
past ﬁve years. It’s entirely voluntary. “Women will
hear about another woman who got a doula during
her pregnancy and will be interested and come to
one of our support meetings,” says Erica Gerrity, the
project’s program director. “This is one opportunity
for women in these situations to feel empowered.”
The Minnesota project has seen impressive
results, including a much higher rate of healthy
pregnancies and healthy babies than average
prison births. But for Gerrity, the most encouraging signs aren’t measurable. She points to one
inmate who was terriﬁed of speaking to child
protective services but grew more conﬁdent after
working with a doula. “A doula helps advocate on
behalf of the woman, but we also give her language
to advocate for herself,” Gerrity says.
Thanks in part to the success of the project, Minnesota passed
a law in 2014 that bans shackling pregnant women in most
instances and requires that pregnant inmates have mental health
assessments. “We are starting a growing conversation” on issues
surrounding health care for pregnant women who are incarcerated, says Rebecca Shlafer, an assistant professor of pediatrics at
the University of Minnesota and the project’s research director.
It’s easy to villainize a pregnant woman who ends up in jail,
says Ashley Lovell, the Alabama project’s executive director. But
motherhood can help shape an inmate’s success in the future. If,
despite her incarceration, “you can convince her she’s capable of
being a good mother, you’re giving her tools to change the course
of her life,” Lovell says.
In addition to Alabama, Minnesota has been contacted by
10 other states interested in implementing something similar.
This is promising, Gerrity says, because there is currently a real
dearth of research around the health of incarcerated women.
“For women in this system,” she says, “this is beyond just crime.
It’s about mental health, trauma and gender inequality. There
has been so much progress around women’s issues, but none of
it really touches on incarceration.” G

Minnesota launched a prison doula project in 2011.

erving time in prison is, obviously, unpleasant. But being
pregnant behind bars is immeasurably more traumatic.
While physical stress can take a toll, the emotional
impact can be even worse. Many facilities use restraints
during delivery, and in most cases female inmates are forced to say
goodbye to their newborns shortly after giving birth.
But a couple of states are working to ease that trauma through
an unconventional new approach: bringing in doulas to assist
pregnant inmates. Unlike a midwife, who typically helps only
during childbirth, a doula assists a woman throughout her entire
pregnancy, attending to her physical and emotional well-being
before, during and after giving birth.
Alabama this spring launched the Prison Birth Project, with
the goal of assigning doulas to support about 30 female inmates
in the ﬁrst year. The effort was launched thanks to the help of
Wendy D. Williams, the state’s ﬁrst deputy commissioner for
women’s services in the Department of Corrections. Williams’
position was created in response to a scathing report from the
U.S. Department of Justice in 2014, which detailed deplorable
conditions for inmates at Alabama’s Julia Tutwiler Prison for
Women. That report highlighted a number of troubling prison
practices, including systemic sexual abuse of inmates by guards
as well as other prisoners. While Williams has been working to
address that and other issues at the facility, the report also got
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| GREEN GOVERNMENT

Politics + Policy

By Elizabeth Daigneau

Bright Idea?
LEDs save energy and money, but they may be messing with our health.
hen asked about his favorite energy-efficiency
innovation, Binghamton, N.Y., Mayor Richard
David answered, “LED lighting.” The mayor, who
was speaking on a panel at the June Energy Efficiency Forum in Washington, D.C., had recently wrapped up a $4
million project that replaced the city’s roughly 7,000 streetlights
with energy-efficient LED ﬁxtures.
David is far from alone in admiring LEDs. Their remarkable
efficiency has made them extremely popular among eco-conscious officials and cash-strapped municipalities. It’s estimated
that about 10 percent of the country’s streetlights are now outﬁtted with light-emitting diodes. In the case of Binghamton, the
new streetlights will reduce carbon dioxide emissions by 3 million

melatonin, causing sleep disorders in humans. Studies further
suggest that excessive exposure to LED light at night increases
the risk for obesity, diabetes, cardiovascular disease and cancer.
LEDs also confuse nocturnal species, disrupt migratory birds and,
say scientists in the United Kingdom, could cause spring to come
earlier—or, at least, trick plants into thinking that spring is coming earlier.
But all LEDs aren’t a problem. Rather, it’s the type that’s
the issue. Because they’re less expensive, cities have generally
opted to install “white” LEDs. That’s the kind, says the AMA,
that impacts sleeping patterns and makes it harder to see clearly
because of glare. Instead, the AMA recommends adopting LEDs
with a yellow tint.
The AMA’s statement last month already has one city reconsidering light-emitting diodes. Officials in Eugene, Ore., which
just ﬁnished converting nearly 5,000 streetlights to LEDs, said
they’ll review their program. Public Works spokesman Brian
Richardson told the local newspaper that while it’s “still too new
for us to be able to make any decisions, we will evaluate the guidance statement and determine the best direction to proceed.”
Even before the AMA released its policy statement, cities were
already running into protests from residents who felt LEDs were
too bright. In 2014, only a month after installing white LED streetlights, city officials in Davis, Calif., spent hundreds of thousands
of dollars switching to a warmer LED ﬁxture after a loud outcry
from residents.
Similarly, Phoenix is in the middle of outﬁtting all 90,000 of its
streetlights with LEDs. But complaints from residents about the
harsh, white lights led the city to conduct a survey that wrapped
up last month. Based on the results, Phoenix says it’ll consider
installing yellow LEDs instead.
The AMA also recommends ensuring streetlights are
directed downward and shielded. Right now, “a lot of [lighting] is
unshielded, which means that it’s allowed to go in all directions,
including up into the sky where it doesn’t do anybody any good,”
Paul Bogard, author of The End of Night: Searching for Natural
Darkness in an Age of Artiﬁcial Light, told Governing in 2014.
Several cities and states have laws that mandate how brightly
a place should be lit and how it should be lit. Measures like those,
as well as best practices and other resources on combating light
pollution, are catalogued by the International Dark-Sky Association, which Bogard recommends as a valuable clearinghouse for
any government interested in more information. “Light isn’t the
problem,” says Bogard. “It’s how we’re using it.” G

FLICKR/MELTEDPLASTIC

W

LED ﬁxtures can shine six times brighter than
traditional streetlights.

pounds a year—the equivalent of getting 301 passenger cars off
the road—and will save the city $5.2 million in electricity and $1
million in maintenance costs over 15 years.
But by working to prevent one kind of pollution, cities have
inadvertently introduced another: light pollution.
Binghamton’s new LED ﬁxtures shine six to seven times
brighter per watt than traditional streetlights. According to the
American Medical Association (AMA), the bright, white light
they cast off is bad for a person’s health and for the environment.
In June, the AMA declared LED streetlights a public health risk.
Studies show that the strong bluish tint, which appears white to
the naked eye, interferes with the production of the hormone
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Politics + Policy

| ECONOMIC ENGINES
By Alex Marshall

Blah City
Why aren’t we creating great urban spaces anymore?

I

connections. But these transit links have
not produced classic, Jacobs-style urbanism. Instead, these new cities often have
offices or apartment towers that connect
to parking garages and mass transit, and
from these it takes a bike or bus ride to
reach shops, restaurants, churches or
schools. Rather than being mixed, uses
are segregated.
In this country, many cities have put
considerable effort into creating what I
would call faux-urban places. There is
Celebration in Florida, and the Reston
Town Center in Virginia. My native city of
Virginia Beach has its own Town Center.
The city has put a lot of public money into
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t is no longer news that more than half
Before writing this, I asked a lot of
of the world’s population now lives in
smart, well-traveled colleagues if any of
places that can be classiﬁed as “urban.”
them could name a great new urban place
The village and the isolated farm
in the classic sense. They couldn’t.
Certainly the world has plenty of great
increasingly are things of the past. The
massive urbanization of Asian countries,
new skylines: Dubai, Kuala Lumpur, Seoul,
China in particular, stands out for its pace
Shanghai, Shenzhen, Singapore and so on.
And then there are the newer districts that
and sweeping nature.
It’s also true that not only has the
we ﬁnd in our own country’s cities. But
when you go from the view of the skyline
world urbanized but that urbanity
down to the ground, you ﬁnd that these big
itself has risen in stature. People have
returned to urban living. In books, teleskyscrapers sit on giant superblocks, on
vision and movies, it’s seen as a place
roads that are more highway than street.
Many of these new urban places, such
of attainment, where things are hapas the districts in South Korea I visited a
pening. The older parts of many cities,
once abandoned, have revived with new
few years ago, have excellent mass transit
dwellers and businesses, like
dry plants blooming with
much needed water.
The world has
But moving past the revived
plenty of great new
and renovated, where are the
skylines. But at the
great new urban places? If we
street level, there’s
no community.
are urbanizing so quickly as
a planet, where are the new
streets and districts that pulse
with activity and character?
First, I want to make clear I
am using the term “urban” differently than the U.S. Census
Bureau or the United Nations.
I am using it the way the late
Jane Jacobs, the great writer
about cities, did. By urban, I
mean a place where public and
private worlds are delineated,
and where people mingle in
what is clearly and legally public space. This sort of classic
urbanism has publicly owned
streets and sidewalks, parks
and squares, and privately
owned shops, schools, homes
and churches that are close
to one another. Uses, to apply
planning jargon, are “mixed”
rather than separated.
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| URBAN NOTEBOOK
By William Fulton
it. Its towers are impressive from a distance, and it seems to work as a gatherer
of people. There are stores, restaurants
and civic facilities. But it feels more like
a shopping mall with streets than a real
urban place.
If my hypothesis is right, why are new
urban places, in the way I deﬁne them,
so hard to build? I think it has to do with
infrastructure, something Jacobs largely
missed the importance of. The old places
so many of us love grew out of infrastructure that was mostly about walking,
streetcars and subways. While plenty
of new mass transit lines are being created—China has more than any country
on earth—the places being built are not so
urban because they are also accommodating the car. Usually developers or cities lay
out streets designed for cars ﬁrst, and then
place the other stuff afterward. So what
we get are hybrid places—partially urban,
partially suburban. These new cities may
be great on their own terms, but I personally haven’t experienced one I really liked.
I hope that changes.
When it comes to our ideals, Jacobs
won, at least in our mind’s eye of what a
real city is or should be like. We mostly
follow, or try to follow, her rules for redeveloping an existing city or town. No one
wants to tear down the classic streets and
buildings of Paris and replace them with
towers in the park, as the late Swiss architect Le Corbusier so famously planned.
But Le Corbusier, Jacobs’ nemesis, has
won in the newly urbanizing world,
which I’m not sure has been recognized.
Does this matter? On a practical level,
it should matter to a mayor, city manager
or council member. When a consultant
comes in talking about helping a city create a new urban place or center, leaders
need to know that he’s usually not talking
about creating public life on public streets,
but rather faux-urban shopping malls.
Surveying the newly urbanized world,
Le Corbusier would have been proud.
Although Jacobs beat him in the academy,
he seems to have won on, well, the street.
Or what used to be the street. G

At What Cost?
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These days it’s not hard to convince people to live downtown, or, for that matter, to
get developers to build places for them to live. Increasingly, both millennials and baby
boomers want urban amenities. They want to live close to work, parks and restaurants, and they want to be able to walk or bike to them. As a result, downtown populations have soared: 65,000 people now live in downtown Seattle, downtown Los
Angeles—traditionally not a residential area—is home to 52,000 people, downtown
Philadelphia has 57,000, and Boston has 17,000 (a 50 percent increase since 2000).
Needless to say, these cities aren’t subsidizing downtown development. In some
cases, they’ve actually started to extract fees and concessions from developers to
build downtown. But that’s not the case everywhere.
In Houston, where I live, 150,000 people work downtown, but fewer than 5,000
people live there. Clearly, it has room to grow—and there are takers. Several thousand luxury units are currently under
construction. Rentals can go for close
to $5,000 per month, while condominiums can go for as little as $300,000 or as
much as $1 million or more. But the market for downtown living isn’t as robust
as in other cities. So Houston is paying
developers $15,000 a unit to build there.
Which raises some pretty basic questions: How much should cities spend
to buy downtown residents? And when
should they stop?
Yes, I said “buy” residents. When
city leaders provide a ﬁnancial subsidy
Fewer than 5,000 people
for a development, that’s what they are
live in downtown Houston.
doing—paying money to acquire residents or stores or offices that wouldn’t
otherwise be built in a certain place.
The obvious answer to when a city should stop buying residents is when developers stop asking for subsidies. But we know all too well that this never happens.
Urban real estate developers always ask for subsidies whether they need them or
not, and cities often provide them even when they’re not needed. Why else would
cities subsidize billion-dollar sports stadiums to house teams that are worth billions
and that are owned by sports tycoons worth billions?
That’s why cities need to know a lot about the economics of private real estate
development deals, speciﬁcally when and why projects pencil out or don’t. It’s something that, amazingly, cities know little about. If you’re going to subsidize a developer,
for example, you should only do it when you know you can’t get the project you want
done any other way. Alternatively, if you’re going to soak a developer for impact fees
or other community beneﬁts, you should do so only when you know it won’t kill a
project you otherwise want. That’s why cities should have a lot of ﬁnancial analysis
capacity—not just to balance their own budgets, but to understand whether developers are balancing their own budgets on the backs of the taxpayers.
So perhaps the real question is: How do cities ensure they have the ﬁnancial IQ
to decide when and when not to subsidize development? G
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Cities struggle with when and when not to subsidize development.
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LEFT OUT
Americans have moved to the city. That’s not
news: People and jobs have been ﬂowing
out of rural America and into cities and
suburbs for decades. But in recent years,
the gap has widened. Cities are thriving in a
connected, global economy, while rural areas
are still struggling to dig out from the Great
Recession. It’s an issue that affects suburbs,
too, as more companies decamp from
outer-ring ofﬁce parks in favor of downtown
business districts.

DAVID KIDD

In three feature stories this month, Governing
looks at the impact of this ongoing shift to the
city. As jobs and residents become ever
more concentrated in America’s urban
centers, what happens to the people and
places who are left behind?
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Stuck in t

Terry Ayres of
Newport, Ore.,
says he’s able to
ﬁnd decent-paying
construction jobs.
But it’s still a
struggle to support
his family.
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In rural
America,
middle-class
workers seem
to be caught
in an endless
recession.
By Alan Greenblatt
Photographs by David Kidd

the Middle
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RURAL/URBAN DIVIDE: STUCK IN THE MIDDLE

A

blower arches several stories into
the sky, spraying enough wood
chips to form a small mountain.
It’s part of the Georgia-Paciﬁc
paper mill in the small Oregon
town of Toledo, a hundred miles
southwest of Portland. The plant
processes wood chips and recycled materials into 2,500 tons of
cardboard every day. About 400
people work there, most of them
unionized, pumping $42 million
annually into the local economy through wages.
The only thing unusual about the mill is that it exists at all.
It’s the last paper mill on the Oregon coast, a vestige of a timber
industry that was a dominant force in the state just a couple of
decades ago. Earlier this year, a paper mill was closed for good in
Newberg, which is not far outside of Portland. About 200 workers
were eligible for retraining under a federal program that helps
people whose jobs were lost due to foreign competition (although
the decline in Oregon’s timber industry has as much to do with
federal land management policies as overseas competition).
Some residents have grown cynical about efforts to retroﬁt
workers to ﬁt the shifting economy. “The big joke along the coast
used to be that the loggers ran into trouble, so they trained them
to be ﬁshermen,” says Harry Roby, who owns a radiator shop in
Newport, a few miles from the Georgia-Paciﬁc mill. “Then ﬁshing
got into trouble and they trained them to be loggers.”
Job training is all well and good, in other words, but it doesn’t
serve much purpose if there aren’t any jobs to be had. Last year,
Oregon was tied with California as having the fastest-growing
economy of any state, but almost all the action was in Portland.
Half of the jobs in the state are now in a three-county metropolitan area. In four out of 10 rural counties in the state, employment
remains substantially below where it was prior to the recession.
There’s a similar problem throughout rural America. While
some metro areas are thriving, two out of three rural counties
have experienced a net loss in their total number of businesses
since 2010, after the recession had technically ended. According
to a recent report by the Economic Innovation Group, half the
new businesses started throughout the nation since 2010 were
created in just 20 counties, out of more than 3,000 nationwide.
Urban America recovers from recessions, but rural America no
longer seems able to. “You look all across this country and some of
these places are dying,” says Seth McKee, an expert on rural politics at Texas Tech University. “They’re either going to be wiped
off the map, or they’re getting smaller and smaller and there’s
nothing to sustain them.”
That may be overstating the case, but it’s no longer far-fetched
to talk about permanent, Appalachian-style poverty spreading
across rural America. There just aren’t enough jobs. By now, it’s
a familiar story that many manufacturing plants have shut down
or moved and taken their jobs with them. The prevailing fear of
the moment—that robots are going to take over all the work—has
already happened in agriculture. A machine knows more about
the exact fat and protein content of the milk from every cow it

touches than a human hand ever would. Farmers are becoming
almost as likely to plant sensors as seeds, helping them map out
where their drones should apply fertilizer. Already, farms account
for less than 1 percent of employment, but the number of agriculture jobs is projected to decline another 6 percent by 2024.
The old notion that jobs in timber, farming and small-town
manufacturing are secure and will last for life is not just outdated
but antique. Appalachia itself has been hit hard by the recent
steep decline in coal jobs, with production down nationwide by
40 percent since 2008. As working-class jobs have dried up, rural
communities have emptied out. Lots of rural towns around the
country have come to resemble villages in wartime. Practically the
only people left are those too young or too old to feel the magnetic
pull of the city. Even an area like Oregon’s Lincoln County, which
includes Toledo and Newport and can boast of a mix of surviving old and burgeoning new industries, struggles with an aging
population, drug abuse and homelessness.
Already, a majority of the country lives in metropolitan areas
of more than 1 million people. If current trends continue, rural
America will lose population between now and 2060, even as the
country gains another 100 million residents, says Rolf Pendall,
who directs economic development and housing studies at the
Urban Institute. “The people who grow up in these communities who are most capable of having a strong income trajectory,
they leave, they go somewhere else,” Pendall says. “It’s true in
struggling neighborhoods in cities and it’s true in rural America
as well.”
This is putting a strain on rural governments. Along the Oregon Coast, counties that once shared in rich revenues from timber royalties and federal subsidies have seen those funds dry up.
Douglas County, roughly 150 miles south of Lincoln County and
traditionally the heart of the state’s timber industry, once shared
an average of $134 million each year in timber royalties. Last year,
the ﬁgure was down to $11 million. The county itself has lost a
third of its workforce over the past decade, but it’s still in better
shape than a lot of its neighbors. Counties can’t just cease operations, but some in Oregon have just about given up on programs
such as running jails and juvenile services or enforcing building
codes. “Those kinds of services that are shared services, you just
declare you can’t do them and literally hand them back to the
state,” says Tim Freeman, a Douglas County commissioner.
The anxiety caused by diminished prospects is starting to play
out politically. People wondering what happened to their goodpaying jobs have been drawn to Donald Trump’s message that
bad trade deals are to blame for their struggles, or to Bernie Sanders’ complaint that the economic system is rigged. Abroad, the
resentment of rural residents who feel passed over by the global
economy was a primary driver of the recent vote in the United
Kingdom to leave the European Union.
Democrats used to be the party of working people, but it’s now
the party of educated professionals who are part of technology or
ﬁnance or other expanding industries, along with racial and ethnic minorities (who do make up a substantial share of the working class). Republicans have long been the party of business, but
Trump’s anti-trade stance has him drawing swords with the U.S.
Chamber of Commerce and other business groups. “The Repub-
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RURAL/URBAN DIVIDE: STUCK IN THE MIDDLE

Steam rises from the paper mill just beyond the harbor in Toledo, the last paper mill on the Oregon coast.

licans are more and more the party of the unsuccessful,” says Eric
Schnurer, president of Public Works, which consults with state
and local governments. “You’re either in this international, networked economy, or you’re not. The nonurban centers are largely
being left out of the global economy. It’s not surprising that they
feel an extreme antipathy toward it.”
The decline in rural prospects is not only feeding political
resentment, but causing serious social problems. Nationwide, the
number of deaths among working-class whites at most age levels
has been increasing, the sad result of a combination of preventable
causes such as suicide and abuse of illegal or prescription drugs.
Oregon has the second-highest rate of opioid abuse of any state,
an epidemic so bad that the Oregon Medical Association devoted
its entire annual meeting to the topic this spring. Oregonians also
die from alcoholic liver disease at twice the national average. The
economic strain can play out in other ways, too: The rate of child
abuse in Lincoln County is double the rest of the state.

incoln County actually has a lot of things going for it.
Local officials have been able to leverage the presence
of the coast not only to promote tourism and maintain a
sizable ﬁshing ﬂeet, but also to develop marine science
as an economic driver. What was at one time home to
a single oceanographer’s lab has become the nexus for a range of
enterprises that constitute a growing share of the local economy.
Oregon State University (OSU) runs the Hatﬁeld Marine Science Center, which houses an alphabet soup of state and federal
agencies. There’s an aquarium next door that pairs well with the
town’s beaches as a tourist magnet. A few years ago, Newport’s
harbor became the headquarters for the National Oceanic and
Atmospheric Administration’s Paciﬁc ﬂeet, nabbing the ships
from Puget Sound.
All of these projects, along with many others, came about
because the Newport area has managed to build a collaborative
culture, with city, county, port and state officials pulling together

L
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RURAL/URBAN DIVIDE: STUCK IN THE MIDDLE

with private-sector actors to make things happen. “This cluster
didn’t happen by accident,” says Gil Sylvia, an economist at the
Hatﬁeld center. “You start with something small and you build
out the components.”
All the players in town seem to belong to one another’s
boards—which is not unusual—but everyone, from GeorgiaPaciﬁc executives to county commissioners, also meets routinely
through the Yaquina Foundation and the Lincoln County Economic Development Alliance. In many struggling communities,
various jurisdictions will jealously ﬁght over every scrap. In Lincoln County, a couple of calls is enough to start people working
on ways of lining up ﬁnancing to get a project going. The different local entities have learned that scratching each other’s backs
and putting up money for projects of shared interest can end up
beneﬁting everyone.
The latest example of their collaborative effort paying off is an
expansion of the boatyard at the port of Toledo, across Sturgeon
Bend from the Georgia-Paciﬁc mill. Thanks to help from a variety
of county and state funds, the port just brought in the ﬁrst of a
series of lifts that will allow boatmen to repaint and repair large,
ocean-going ships. It’s 63 feet wide and six stories tall and came
in pieces from Italy, arriving in seventeen 40-foot containers. It’s
a huge step up from the type of lifts that have been in place at
the boatyard, and it’s projected to increase the number of jobs
involved repairing and painting boats from 20 to 160.
Experts in the rural economy say what separates the winners from the many losers is inspired leadership on the ground,
whether that’s a plant owner who ﬁgures out a way to modernize
and stay proﬁtable, or economic development officials able to ﬁnd
a niche by building on successful enterprises or attractions that
are already in place.
Other towns on the Oregon Coast have ports, but they don’t
have anything like the burgeoning marine science sector that
Newport has managed to create. Areas with other natural assets
that might easily attract rich retirees or remote workers need to
ﬁgure out how to sell themselves. Plenty of places have snowy
mountains, but they aren’t all successful ski resorts. “There are
rural areas that are doing quite well, particularly those with
natural amenities,” says Brian Depew, director of the Center for
Rural Affairs in Nebraska. “They have aggressive leaders that have
ﬁgured out how to make their places winners, despite having to
swim upstream.”
There’s no magic formula, nothing you can bottle, when it
comes to turning around a rural area. Rural economies once ran
on commodities—timber, corn, cattle, coal—that by their nature
were essentially the same regardless of where they came from.
In today’s economy, though, places have to ﬁnd a way to offer
something that other similar places can’t.
In Newport, local officials hope marine science will continue
to grow into something that puts more than a few researchers to
work. The Hatﬁeld center links local ﬁshermen who know the
waters with telecommunications companies looking for the best
spots to lay Trans-Paciﬁc cables. It’s also partnering with the community college and local businesses to put more people to work
making specialized nets that avoid catching protected species—a
product that grew out of research at the center.

The initiative that’s drawn the most attention, however,
has to do with seaweed. Researchers at the center developed a
new strain of red seaweed called dulse. It tastes a bit like bacon,
enough so that it’s become popular enough to be worth patenting.
A for-proﬁt company is being spun off to grow dulse in Newport
and process it into things like ﬂavor powders and salad dressing—
a total of 15 value-added products in all. “This city always had
a more solid mix of industries than other coastal communities
that relied on a single industry,” namely timber, says Sylvia, the
Hatﬁeld economist.
aving a cutting-edge research center with an annual
budget of $55 million is quite a coup for a town of
10,000, but it’s no panacea. Marine research remains
a small share of the overall Lincoln County economy,
which is still led by tourism and ﬁshing—industries
that provide work that is seasonal or part-time in nature, meaning
jobs that don’t pay all that well. The average age of minimumwage workers in the county is 31. Half the income there comes
from Social Security and other transfer payments. The poverty
rate remains higher than the state average, which in turn is higher
than the national average. “It does look like we’re in an upturn,”
says Dee Teem of the Community Services Consortium in Newport, “but we’re still seeing a huge number of people in poverty.”
Relying on jobs that require high levels of education presents
two problems for rural communities. The ﬁrst is that most such
jobs won’t go to locals. Although there are efforts in and around
Lincoln County to get students engaged in marine science from
at least the eighth grade on up, most of the academic hires will
come from outside the county. And attracting educated professionals to rural areas remains a challenge. People with MBAs,
Ph.D.s or actual medical degrees often don’t want to relocate to
smaller communities, for fear there will be nowhere else for them
to go if they ever want to change jobs. There also might not be
available work for their spouses. “A job for a spouse is a big, big
problem,” says Caroline Bauman, executive director of the Economic Development Alliance of Lincoln County. “It comes up all
the time.”
But there’s also the problem of what might be called rural gentriﬁcation. As professionals move in, that raises prices and puts a
squeeze on all the people making a living pumping gas or selling
hand-dipped candles to tourists across the bay from the Hatﬁeld
center. Lincoln County has a particularly acute problem because
so much of its property is now tied up as vacation or rental housing. As a result, even decent-paying jobs might not be enough to
cover a family’s needs. Many residents work two or three jobs to
make ends meet, sometimes driving long distances to get there.
“I’ve never had trouble ﬁnding work,” says Terry Ayres, a construction worker who is raising three daughters in Newport, “but
the living expenses are just outrageous.”
You wouldn’t expect this to be the case in big rural counties
that can run the size of the state of Connecticut, but there are
housing shortages all over the West and, indeed, much of rural
America. For decades leading up to the recession, housing starts
averaged nearly 1.6 million units per year. Over the past seven
years, that number has been cut in half. Even last year, after
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RURAL/URBAN DIVIDE: STUCK IN THE MIDDLE

Mike Walters makes a living painting and doing
odd jobs. He’s being evicted from the trailer park
he’s called home for the past two years.
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RURAL/URBAN DIVIDE: STUCK IN THE MIDDLE

things picked up, housing starts were still a half-million short of
the historical average. Starter and trade-up home inventory has
dropped by more than 40 percent since 2012, according to Trulia,
the online real estate listing service. That’s a big barrier of entry
against homeownership. The percentage of households that are
renting is now at its highest level since the 1960s. One out of six
families spends more than half its income on housing.
Housing markets are squeezed tight in thriving metros, but a

500 undergraduates expected to arrive from OSU in the coming
years. Most people welcome the development, but wonder where
they’re going to put all those students, even though the university
is building housing for half of them. There’s already more demand
than there is supply. Given the cliffs that line the Paciﬁc Ocean
and the mountains that separate Lincoln County from the Willamette Valley to the east, there’s not a lot of land left that’s ﬂat.
It’s difficult to insure much of the land that is available, due to
growing concerns about tsunamis. As
a result, the value of residential retail
sales in the county shot up by 22 percent in May over last year’s numbers.
About 10 percent of the schoolkids
in Lincoln County are now homeless.
But the issue of rural gentriﬁcation
doesn’t affect only the poor, it affects
the middle class, too: Every year, a
few teachers cancel their contracts
in Lincoln County over the summer because they can’t ﬁnd housing.
Anecdotally, lack of available housing
has also been a recruiting problem
for the county’s two hospitals.
The problems that plague Lincoln
County—and most of America’s rural
working class—are daily facts of life
for a guy like Mike Walters.
For the past two years, he’s been
living in a trailer park outside of
Depoe Bay, a few miles north of
Newport, but he recently received
an eviction notice. At 52, he’s followed a career path that’s become
common in rural America, stitching
together a living by working a few
hours here and there painting houses
or providing home assistance to the
elderly. Working for “people with
money,” he’s able to scrape together
his monthly rent, but he usually pays
“We can look optimistically toward the future,” says Lincoln County
in dribs and drabs throughout the
Commissioner Doug Hunt. The port and a growing marine science sector
month rather than paying in full on
have helped pull the county out of recession.
the ﬁrst of the month. His landlord
got tired of that and told Walters he’d
have to clear out.
Walters has been barely getting by as it is. He could ﬁnd more
different convergence of forces is at work in rural areas. Lenders
work if he had a car, but he has to rely on his bike and buses to get
often don’t like to do business outside the metro markets they’re
around. Transportation and access to services and jobs are huge
already familiar with. Builders are so busy putting up apartment
issues in rural America. Walters admits he’s “freaking out,” but his
buildings in places like Portland that they can’t be bothered maksituation doesn’t seem to keep him down for long. Riding his bike
ing long drives out to places like Lincoln County unless a dozen
or more units are involved. The federal government owns half the
on the shoulder of Highway 101, he ﬂashes two ﬁngers to passing
land in Oregon, while a good share of the rest is tied up by land
cars, wishing them either victory or peace. “All these people on
preservation programs and zoning restrictions.
the highway got to be going to work to make money,” he says. “I
For all these reasons, some Lincoln County residents are nergotta catch up.” G
vous about a planned expansion at the Hatﬁeld center. What has
been primarily a research facility is becoming a campus, with
Email agreenblatt@governing.com
GOVERNING | August 2016

30

GOV08_24.indd 30

7/20/16 9:04 AM

__________Designer __________CreativeDir.

100 Blue Ravine Road
Folsom, CA 95630
916-932-1300
www.erepublic.com
5

25

50

75

BLACK

CMY grey

95 100

5

25

T1

50

75

T2

95 100

YELLOW

__________Editorial __________Prepress

T3

5

25

50

75

95 100

5

25

50

75

MAGENTA
CYAN

95 100

Page #

__________Other ____________OK to go

BEST MID-SIZE TRANSIT SYSTEM
IN NORTH AMERICA

The Jacksonville Transportation Authority (JTA) has played a pivotal role in Jacksonville Florida’s growth and economic development. With a
total of 874 square miles, Jacksonville has the distinction of being the largest city by land mass in the United States. The JTA encompasses
850 employees, 200 buses and trolleys, 26 community shuttles, 97 paratransit vehicles and a downtown monorail.

“Congratulations to the Jacksonville Transportation Authority for proudly representing
the state of Florida and receiving the 2016 Outstanding Public Transportation System
Achievement Award. Transportation projects are crucial to growing our economy and
creating new jobs for Florida families.” -Florida Governor Rick Scott
“This National recognition demonstrates the innovative and high quality
services JTA commits to citizens and business practices.”
-Jacksonville Mayor Lenny Curry
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SHUTTERSTOCK.COM

RYAN WOODINGS
OWNS A 15-PERSON
TECH STARTUP IN
BOISE, IDAHO.
His company, MetaGeek, specializes in
helping businesses ﬁx and maintain their
Wi-Fi systems. Or, as the website puts it,
“making Wi-Fi more awesome for more
people.” A decade ago, MetaGeek was a
side project out of Woodings’ house. His
mom was his ﬁrst hire. Eventually, the
company grew and moved into an actual
office in a suburban neighborhood on the
outskirts of Boise.
The location posed some problems.
Foremost among them was what might
be termed the “intern dilemma.” Each
semester, MetaGeek seeks the help of a
handful of student interns from Boise
State University. “Being 20 minutes away
from campus,” Woodings says, “we could
only get students who had a car and had
certain class schedules.”
So MetaGeek did what a lot of companies are doing these days. It moved downtown. The student interns are now able
to bike over to the office between classes.
In the afternoons, MetaGeek employees
can take walks on the nearby greenbelt
that runs through town along the Boise
River. If they want to bike home, the city
runs a bicycle rental program and has
an expanding network of dedicated bike
lanes. “Downtown Boise is where everything is,” Woodings says. “When you have
a lunch meeting, or get coffee with a client, it’s always downtown.”
MetaGeek is one of several tech companies that have put down roots recently
in the center of Boise. Last summer, Boise
State moved its computer science department downtown so that it could be closer
to students’ potential employers. And
Boise isn’t unusual. In cities across the
country, businesses are trying to capitalize on the increasing density of tech talent
clustered in the heart of cities. In Massachusetts, General Electric is setting up its
new headquarters along the central Boston waterfront. In Rhode Island, Hasbro
has moved 350 jobs to downtown Providence. In Illinois, nearly 50 companies,
from Kraft Heinz to Motorola Solutions,
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have reestablished their headquarters in or near Chicago’s loop.
According to the U.S. Census Bureau, the number of metro area
jobs located within three miles of downtowns increased seven
percentage points between 1996 and 2013. The suburbs still have
about three-quarters of metro area jobs, but downtowns are luring quite a few employers back.
Much of that has to do with the tastes of the millennial generation, adults 34 and younger, many of whom continue to express
a preference for walkable neighborhoods with bike lanes, public
transit and a mix of recreational amenities. Last year, millennials became the largest component of the American workforce.
For many companies, attracting and retaining millennial workers
seems to require having a downtown office. “Probably for the ﬁrst
time in history, instead of people moving where jobs are,” says
Tom Murphy, a senior fellow at the Urban Land Institute, “jobs
are moving where the talent is.”

as dozens of venture capital ﬁrms and tech startups. Immelt noted
that GE should have no problem ﬁnding and hiring local talent, as
the Boston metro area is home to 55 colleges and universities and
Massachusetts spends more on research and development than
any other region in the world.
But the company’s decision to move was also based on a desire
to be in an environment with sidewalks, ample transit and other
amenities that would appeal to younger employees. GE executives
boasted about the industrial feel of the site, which includes two
historic brick warehouses overlooking the Fort Point Channel.
The reasons why GE moved are the reasons a lot of companies are moving back downtown. “Municipalities used to offer
the lowest tax rates and the biggest subsidies to attract companies. That’s no longer the case,” says Murphy, who was mayor of
Pittsburgh for 12 years before joining the Urban Land Institute.
“People want a sense of place with good public transit and a good
mix of activities. Cities that are making
those kinds of investments are probably
going to be the winners.”
Last year, the urbanist advocacy group
Smart Growth America studied nearly
500 companies that added jobs downtown between 2010 and 2015. About half
moved in from the suburbs; others were
moving from another downtown location, or expanding their existing downtown presence. What they had in common was a relocation of jobs to areas
that were more bikeable, walkable and
transit-accessible.
That’s what happened with Red Hat,
a software company in North Carolina.
In 2011, Red Hat had outgrown its headquarters in a research park in southwest
Raleigh. When management surveyed
workers about what they were looking
for in a new location, “the pretty much
unanimous feedback was that [they]
wanted to be in a more urban environment,” says Simon George, a senior director at Red Hat. “That factored heavily
into our decision-making.” Ultimately, the company took over
a former Duke Energy building in downtown Raleigh, adding
more than 250 jobs to the downtown core. “The expectations of
employees have changed,” George says. “They want to be able to
walk from home to work. They want to be able to walk to restaurants. They don’t want to be driving everywhere.”

MetaGeek did what a lot of companies are doing these
days. It moved downtown.

The most talked about move of this kind in recent years is GE’s
decision to move from Fairﬁeld, Conn., in the suburbs of New
York City, to its new location in the center of Boston. A mix of $145
million in tax breaks from the city and the state of Massachusetts
made the relocation cost-neutral, but that wasn’t the main reason
for the switch. If it had been, GE would have moved to New York,
where Gov. Andrew Cuomo had brokered a deal offering more in
tax incentives.
At the time of the announcement, Jeffrey Immelt, the CEO
of GE, explained the move in terms of the company’s changing
identity. He pointed out that the global industrial conglomerate
is getting into software, and its location in the Seaport District of
downtown Boston puts GE employees in the same neighborhood

ll across the country, suburban office parks are less
economically competitive than they once were, says
Stephen Friedman, a development adviser and urban
planner in the Chicago area. “The times have changed
and the attitudes have changed,” he says. It isn’t just that millennials want to work downtown. It’s that so many of them want to
live there.

A
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In 2011, software company Red Hat
decided to move its headquarters from
the suburbs to downtown Raleigh, N.C.
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nies everyone knew were setting up shop in downtown Chicago.
(That very week, McDonald’s was the latest to announce a new
central Chicago headquarters.) Midway through his presentation,
however, Friedman got to an important slide. At the top it said,
“The Suburbs Are Hardly Dead!”
“The companies that need the young millennial labor force
have moved some functions downtown,” Friedman says. “But it’s
not like everything is lost in the suburbs.”
Indeed, the ﬂight from suburban office sites can be overstated.
When companies move downtown, they get press. When they
change locations within the suburbs, they don’t draw the same
attention. Right now in the Chicago area, about two-thirds of total
regional employment is in the suburbs, where rent is about half
of what it is in the city. Downtown vacancy rates are trending
downward, but that’s true in the suburbs
as well. The rate of employment growth
is expected to be faster in the city, but the
total number of added jobs will be higher
in the suburbs.
Still, suburban communities worried
about long-term trends are looking for
ways to adapt and become more competitive with urban downtowns. The optimal solution, according to Friedman and
his colleague Ranadip Bose, is to “suburbanize”—to provide enough urbanstyle amenities to be able to compete for
city-minded millennials.
One place attempting such a reinvention is Research Triangle Park (RTP) in
the Raleigh-Durham area. The campus is
half the size of Manhattan, and boasts several global science and tech companies,
notably IBM and Cisco Systems, but it’s
also an artifact of 1950s community planning. The fact that tech companies like
Red Hat are choosing downtown Raleigh
over nearby research parks illustrates the problem RTP currently
faces: It has no housing, no light rail, and no main street with
cafes, restaurants and shops. The RTP’s layout inhibits the kind of
informal socialization and networking between tech workers that
is increasingly common in urban innovation districts.
That will soon change. With $50 million in public and private investment, the Research Triangle Foundation has plans to
redevelop a 50-acre site, adding apartment buildings, a central
marketplace and public gathering spaces, including an amphitheater, dog park and sculpture garden. Like many downtowns, the
redrawn Research Triangle Park will have a bike rental program
and a circulator bus to get around campus. The foundation’s CEO,
Bob Geolas, is also hoping for a regional dedicated rail system,
with the park as the central hub, so that RTP’s 40,000 workers
don’t have to commute by car.
Geolas says that about eight years ago, the park’s tenants
started to express anxiety that the campus was a liability in
recruiting talent. “The suburban park model really isolates and
separates out what the companies are doing from the general

APIMAGES.COM

In 2013, the Urban Land Institute found that 62 percent of millennials preferred a home close to shops, restaurants and offices.
In another survey by the institute, millennials in the Boston metro
area were more concerned with the ease of their commute and
the proximity of public transit than the quality of schools or public safety. Nearly 80 percent said it was very important to be near
public transit while only 30 percent said it was very important to
have free or discounted parking.
As recently as a decade ago, “the sheer amount of space available in the suburbs might have been a positive attribute,” says
Bethany Schneider, an analyst with the commercial real estate
ﬁrm Newmark Grubb Knight Frank (NGKF). “Now, more companies aren’t looking for room to grow. If anything they’re looking
to be more efficient.”

Boston’s Seaport District has become home to dozens of
ﬁrms, including General Electric, which is relocating its
headquarters there from its former location in suburban
Connecticut.

Schneider was part of a team at NGKF that last year studied
suburban office parks near ﬁve major cities: Chicago, Denver,
New York, San Francisco and Washington, D.C. They found
that between 14 percent and 22 percent of the suburban office
inventory was “obsolete.” It didn’t meet at least two of six common features that prospective tenants said they wanted, especially proximity to transit. Tenants in obsolete suburban office
parks “are facing a losing battle to retain their best workers,”
the study’s authors concluded, and “owners of such spaces are
facing an even greater challenge—how to keep their investments
attractive to tenants.”
In June, Friedman gave a presentation about the growth of
downtown jobs to a group of Chicago area real estate professionals. He noted that the retail and office vacancy rates were lower in
the city than the suburbs, and he named some of the big compaGOVERNING | August 2016
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public,” Geolas says. “When you visit a traditional urban center,
there’s an energy there. Downtowns have a sort of personality that
does not exist in a suburban research park like ours. A big part of
what we’re doing is building a personality that people can relate
to and be inspired by.”
The foundation calls the redevelopment a “park center,” but it
does envision many of the trappings of a traditional downtown:
pedestrian walkways, transit, housing, coffee shops and lunch
spots. The difference would be the natural ambience, with plots
of grass and rows of trees woven throughout the campus. “What
we really want,” Geolas says, “is the most urban park experience
that you can imagine.”
Such an extensive overhaul might be out of reach for the typical suburban community, but villages outside Chicago are already
contemplating small ways that they can become more urban. The
village of Schaumburg, which lost the Motorola Solutions headquarters last year, is looking to update that site by breaking up
so-called “superblocks” into smaller 600-foot-long blocks with
more foot paths. The village is getting its ﬁrst new apartment
complex in more than 15 years, a 180-unit building catering to
young professionals working in town. And the village is adding
bike trails that connect Schaumburg to a nearby community college and forest preserve.
Of course, some places don’t see a need to change, and won’t.
Last year, when Kraft Heinz opened a new headquarters in Chicago, it closed its offices in the village of Northﬁeld. “We were

disappointed to see them leave. We weren’t worried economically,” says Stacy Sigman, the village manager. “We have a great
campus. Immediately we were inundated with calls to take over
the space.” Technically, the office Kraft left behind was vacant
for 15 days, but a medical supplies company, Medline Industries,
had already secured the lease, adding 1,800 jobs—more than the
number that had left.
Northﬁeld has an array of advantages. It’s an inner-ring suburb with about 6,000 residents, less than 30 minutes’ driving
time from downtown Chicago on a light traffic day. It has some of
the best public schools in Illinois. Sigman says Northﬁeld doesn’t
have plans to adopt urban-like features. “It’s contrary to who we
are,” she says. “We like the small quaintness. I think that’s what
makes us special.”
Some places don’t have a choice. They have to change. Geolas, the Research Triangle CEO, would like to see suburban
research parks evolve into something more attractive to millennial workers, and he ﬁnds a source for optimism in the history
of downtowns. “I’m old enough to remember when [magazines]
ran stories about how downtowns were dead,” he says. Eventually developers and city planners found a formula to reinvigorate
urban business districts with density and a diversity of uses. Now
the same process needs to happen in the suburbs, he says. “We
have to reimagine what those places can be.” G
Email jwogan@governing.com
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Indian Lake, N.Y.,
Supervisor Brian
Wells at the site of a
proposed bridge over
the Cedar River.
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rian Wells looks out over the Cedar River at the end of
an old dirt road deep within the Adirondack Park in
upstate New York. The road is in the town of Indian
Lake, and he is town supervisor. For years, Wells has
fought to build a bridge over the river to a connecting
trail on the other side as a way to attract snowmobilers, horseback
riders and hikers.
Like many other rural municipalities within the park, Indian
Lake has seen its economy suffer a slow and steady decline over
the past several decades. A large furniture manufacturer left long
ago, and few jobs in the logging industry remain. When Wells
was growing up, there were many more diners and gas stations
all along the main throughway. The mild winter this past year
meant fewer skiers and snowmobilers, leading both a local motel
and a diner to close their doors for good. Twice as many students
were once enrolled at the local school as there are today.
What’s left of the economy is largely tied to tourism, so Wells
has worked with the state government and other nearby towns
to try to lure more people to the region. The bridge and proposed
trail system would give Indian Lake a direct link to other towns,
and, it is hoped, prop up the area’s businesses by attracting more
tourists. “We have to have that connection,” Wells says. “It’s not

All across the Adirondacks, small towns and villages ﬁnd
themselves in a struggle for survival. With mining and logging
jobs nearly gone, with businesses closing and with the population
growing older, the towns are looking for any way they can ﬁnd to
halt the decline. Frequently, though, efforts to revive local economies come into conﬂict with concerns over preserving the park.
The battle between conservation groups and pro-development
town officials amounts to a dramatic test for a park long viewed
as one of the country’s grand experiments in conservation.
The Adirondack Park is, in many ways, unlike any other in
the nation. Roughly the size of Vermont, it is the largest publicly
protected area in the contiguous United States. It’s a patchwork
quilt of public and private property; the state of New York owns
just under half the land. It is distinctive in another important way:
There are 102 towns and villages within its boundaries, and it is
home to more than 130,000 year-round residents.
The most contentious battle these days between conservation groups and town officials concerns the future of the large
Boreas Ponds tract, the most scenic and highly coveted parcel in
a recent land purchase. The tract borders a wilderness area and
is ﬂanked by several of the state’s tallest mountains in the High
Peaks region. When a paper manufacturer put the tract up for sale
in 2007, a nonproﬁt raised money for the purchase
with the intention of protecting it from development
until the state could work out its ﬁnances. In May of
this year, the state formally announced acquisition of
the nearly 21,000-acre parcel.
Knowing that the classiﬁcation of the land would
be hotly contested, the surrounding ﬁve towns
formed a coalition about ﬁve years ago to bolster their
interests. The supervisors of Indian Lake, Long Lake,
Minerva, Newcomb and North Hudson have outlined
a proposal that would classify half the land as wilderness, but would leave the area surrounding the
ponds and much of the other territory open to various
forms of recreation. Part of the proposed trail system
through Wells’ town of Indian Lake would connect
with the Boreas Ponds land. “It’s something unique
in the region we can promote,” Wells says.
Green groups, though, would like to see the state
designate more of the Boreas land as wilderness, a
classiﬁcation with the strongest protections. In the
past, they’ve been on the winning side in many ﬁghts
over development. The groups often outnumber local
officials 3-1 at public hearings, and they have more
Old Forge is one of the many small towns in the Adirondacks that
resources than the towns do to deploy lobbyists to
the state Capitol.
depend on tourism to survive.
But in the past few years, the ﬁve towns have
enjoyed more success. “Economic development is
going to be the total answer for us, but it’s going to be huge.”
not an afterthought like it had been,” Wells says. State officials
But construction of the bridge and trail are on hold for now.
“realize you’ve got to do something to keep these towns alive or
Environmental groups have ﬁled a lawsuit to block the project,
there won’t be anyone here.” They’ve secured a corridor to allow
arguing it violates state law and is redundant given the existence
for snowmobiles in the Essex Chain Lakes area, and the state has
of other trails in the area. It’s just the latest in a long line of debates
approved funding for construction of the Cedar River bridge.
over development that have been playing out in the park for sevA big reason for the shift toward economic development has
been Gov. Andrew Cuomo. The governor, who has vacationed in
eral years.
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Since its inception, the park has withstood challenges from the lumber, mining and tourism industries.

the Adirondacks since he was a teenager, has taken an interest in
park affairs that locals say exceeds that of any other recent governor. “He’s been instrumental in inﬂuencing policymakers to look
at the park not just from the recreation and conservation standpoint, but also from an economic standpoint,” says Long Lake
Supervisor Clark Seaman. The governor appoints and the state
Senate approves eight out of the 11 members of the Adirondack
Park Agency, which has ultimate responsibility for decisions like
the Boreas Ponds land classiﬁcation.
Cuomo’s efforts have at times provoked condemnation from
environmental advocates who say he’s wrongly placed recreational access above wilderness protections. In March, park
agency board member Richard Booth accused the Cuomo administration of “rigidly controlling” agency staff following a vote that
amended the park’s State Land Master Plan to open some areas
for bicycle use and maintenance vehicles. “For many months, the
governor and the governor’s staff have forced the agency toward
the result reached today,” Booth told the board.
The supervisors of the ﬁve small towns, most of whom represent fewer than 1,000 residents, have met with the governor
multiple times. The mostly Republican supervisors representing
one of the state’s most conservative regions see the Democratic
governor’s time in office as a pivotal window of opportunity. “We
have to strike while the iron is hot,” Wells says.

In arguing their point, the town supervisors say they try to
seek a balance between preserving the park and making it more
accessible. Environmental groups, they contend, are too onesided. “We go in there with a nice balanced plan, then they go in
with all these friggin’ extremist views all the time,” says Minerva
Town Supervisor Stephen McNally. “After a while, they lose their
credibility because they don’t search for balance.”
Peter Bauer, executive director of Protect the Adirondacks,
counters that the state should take advantage of a historic opportunity to create the second-largest block of wilderness lands east
of the Mississippi River. Multiuse trails like the proposed network
through the ﬁve towns, he says, won’t draw many new visitors.
Snowmobilers, hikers and mountain bikers tend to prefer trails
that are speciﬁcally designated for their use. “[The towns] need
to be smarter in how they go about pursuing what real balance is,”
says Bauer, whose group is one of the parties in the Indian Lake
bridge lawsuit. “There are lots of opportunities in the Adirondacks for economic development in the developed areas and
hamlets in the park.”
Cuomo’s background as an avid snowmobiler, Bauer says,
shapes his vision for the park. “He is a real enthusiast for
motorized recreation because he believes that motorized
recreation somehow equals more economic development
and more tourism.” As he walks down a newly constructed
August 2016 | GOV E R N I N G
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Peter Bauer of Protect the Adirondacks surveys a snowmobile trail under construction.

snowmobile trail, Bauer points out the toll that cutting down trees
takes on the forest. The number of trees cut and the width of the
trails, he says, exceed what’s permitted under historic case law.
In the dispute over classiﬁcation of the Boreas Ponds tract, as
in similar debates elsewhere, the main points of contention center
around motorized access. The local governments want to allow
visitors to drive up and park near the ponds. Conservation groups
argue that there are already numerous large lakes throughout
the park with direct access. They have offered various proposals
requiring people to hike or carry their canoes about a mile from
a parking area.
Much of the tug of war between conservationists and prodevelopment groups started with the creation of the Adirondack Park Agency in the early 1970s. It provoked deep resentment among park natives who didn’t like the idea of being told
what they could do with their property. Lani Ulrich, whose term
as the agency’s chairwoman ended in June, says she pushed to
make it more approachable. But the agency still serves at times
as a punching bag for interest groups and residents wanting to
gripe about park policies. “I can tell when it’s fundraising season
for nonproﬁt groups and when it’s election season for elected
officials,” Ulrich says. “Sometimes our agency gets caught in the
middle of it.”

Business owners such as Mike Lenhard, who runs the Yogi
Bear’s Jellystone Park Camp-Resort in North Hudson, are quick
to express their disdain for park rules. Lenhard says he has fought
for 25 years to have a sign for his campground along the nearby
interstate. “I’m overregulated, overtaxed and I don’t need the government to make decisions for me,” he complains.
On private lands, designated commercial centers throughout
the park known as hamlets have few development restrictions,
while those in most other areas often require permits. Town officials express frustration with the attempt to concentrate development in hamlet areas, which make up only a tiny fraction of park
land. They do say, however, that their working relationship with
the agency has improved from decades ago when the two groups
didn’t want to be in the same room together.
one of the ﬁve towns has experienced a setback quite
like North Hudson has. Tourists from around the country once visited Frontier Town, a Wild West theme
park in the small community of about 240 residents.
More than 3,000 cars lined the now vacant parking lot
back in its heyday in the 1960s and 1970s. Its closure in 1998 dealt
a devastating blow, and all the local motels and diners eventually
shut down as well.
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The remains of Frontier Town have been neglected for years,
hire ﬁve or 10 employees. The park agency has launched a Hamlet
but North Hudson Supervisor Ronald Moore thinks they may yet
Economic Planning and Assistance Initiative to help the localities
ﬁnd use if the area can attract more tourists. “It will take an enorretool their economies.
mous amount of money to do anything with it, but the potential
Lake George, a tourist destination on the southern end of the
is there,” he says. He believes the town’s location could make it
park, has fared better than most other areas. Even there, however, town officials feel pressure to diversify the economy. “We’ve
a gateway to the proposed trail system or a southern approach
to the High Peaks region. As he drives through the town, Moore
played out the resort industry in this town,” says Councilwoman
points out recently restored cabins and other businesses that
Marisa Muratori. “We still have the lake, but at the same time, it
could reopen. “We’ve got to prove that the people are going to
would be shortsighted to think we could bank on that year after
come,” he says.
year.” But many residents don’t want to see more development,
The towns view four-season recreation as key to their survival,
such as a new six-story hotel under construction set to become
says Dan Kelleher, who works with the park agency’s economic
one of the town’s tallest buildings. “There are a lot of people sayservices unit. As it stands today, many businesses close during the
ing we’re a rural community, let’s not try to reinvent ourselves,”
winter months, and the unemployment rate doubles every winter
Muratori says.
in some parts of the park. One project the ﬁve towns are pitchUlrich, the former park agency chair, has witnessed her share
of painful disagreements. In 2006, tired of watching competing
ing envisions a hut-to-hut trail system utilizing new and existing accommodations. They’re hoping cross-country
skiers and snowshoers could traverse the network of
trails and that this, along with the new snowmobile
routes, would give businesses a much-needed boost
over the winter.
New York state has made signiﬁcant investments in
tourism, including a $50 million marketing campaign
in the current budget. Many visitors make the drive
down from Montreal to the top tourist draw, the High
Peaks region—one can’t hike very far without hearing
French. On nice afternoons, a couple hundred hikers
occupy the summit of Mt. Marcy, the state’s tallest
peak. Conservationists such as Neil Woodworth, who
heads the Adirondack Mountain Club, say it’s time for
the state to rethink its spending on tourism. “We’ve
got to begin to shut off the faucet because we’re just
going to overwhelm that resource,” he says.
Environmental groups contend that opening more
areas of the park to motorized recreation won’t reverse
the towns’ economic woes. “The reality is that some
“The leadership of the park must continue to ﬁnd ways to stay
in dialogue,” says former park agency chairwoman Lani Ulrich.
communities in the Adirondacks will never regain
their former size and population simply because the
“There are too few of us to be cutting off communities.”
extractive industries they depend on no longer exist,”
says Woodworth. Green groups particularly worry
about all-terrain vehicles that can tear up trails or forested areas
factions in the park ﬁght year after year, Ulrich co-founded the
Common Ground Alliance to help bridge the divide. The alliance
if riders go off routes. While these vehicles are currently banned
from public lands in the park, Woodworth worries that calls for
brings together an informal group of local officials, environmenopening trails to ATVs will continue.
talists and citizens to seek solutions to the park’s challenges. Last
month, they held an annual forum to discuss the park’s aging
Parts of the park are starting to look beyond tourism. A select
demographics, distributed power generation and park policy
few municipalities have seen growth in newer industries, such as
Saranac Lake’s emerging biotech sector. The primary challenge
changes and other issues.
for a lot of communities, though, is that they simply don’t have
The greatest threats to the park, Ulrich says, are actually extermuch of a workforce. “The youth of today are migrating to urban
nal: climate change, invasive species and acid rain. In her view,
areas,” says Seaman, the Long Lake supervisor. “But there have
these are issues local governments and environmental groups all
to be people out there who would like to live in an area like this if
agree on, and in order to confront them, all the parties will need
to work together. “The leadership of the park must continue to
they could just make a living.”
A study by the local governments projected the number of
ﬁnd ways to stay in dialogue,” Ulrich says. “There are too few of
park residents under age 30 to drop an average of 14 percent
us in this park to be cutting off communities.” G
between now and 2030. Rather than target large employers, the
towns are looking to support new small businesses that might
Email mmaciag@governing.com
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Home

A hot lunch is just
one of many services
offered to the residents
of affordable housing
units in Boulder County.
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By Mattie Quinn
Photographs by Ryan Brown
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H O M E / H E A LT H

an Diego County needed a big idea. Like other
never easy to merge programs, let alone entire departments. Balplaces around the country, it struggles with a large
ancing multiple priorities and funding streams can be problemhomeless population, and local leaders were deteratic. But as the ﬁeld of human services coalesces around a focus
on the social determinants of health, more cities and counties
mined to do something about it. So last year when
the county received $16 million in grant funding
will be exploring the same question: Just how linked are homes
from the U.S. Housing and Urban Development Department,
and health?
officials there wanted a plan that would really have a lasting effect.
Boulder County, with the city of Boulder at its heart, is well
“We were thinking, ‘How do we make a collective impact on
known for its quirky vibe. Bikes can outnumber cars on downhomelessness?’” says Nick Macchione, director of the county’s
town streets, and Tibetan handicraft boutiques seem as common
health and human services agency. The problem, he says, was that
as coffee houses. It’s a laid-back livability that’s made Boulder a
homeless people didn’t just need housing. They also frequently
prime draw for new residents in recent years. As a result, housing prices have shot up. Average rents in the county have risen
needed to be connected with other health and human services
50 percent since 2011, and the median home value has jumped
programs in order to thrive. But trying to coordinate those
32 percent since 2010. The annual income needed to rent a twoprograms was a challenge. “We were working with many wellmeaning housing providers who didn’t understand how Medicaid
bedroom apartment in Boulder is $49,280, but the median income
works,” he says. “And vice-versa, there was stuff related to housing
for renters sits at about $37,000.
that I had to learn. And all of us just want to help the same people,
In the early 2000s, Alexander became concerned about the
who all happen to be our clients.”
devastating effect of housing costs. As the county housing authorThe county had already launched a program that sought to
ity director at the time, he could see the housing crisis of 2008 on
coordinate housing, health and rehabilitation services speciﬁcally
the horizon. “The recession wasn’t here yet,” he says, “but you
for chronically homeless people suffering from mental illness.
could practically smell it coming. There was stress in the air.”
Officials began toying with the idea of expanding that approach to
Meanwhile, community needs assessments suggested somecombine all their efforts related to housing and the array of other
thing Boulder officials likely already knew: For people who
programs that touch the lives of low-income residents.
needed the housing department’s services, the county’s other
services systems were too complicated and challenging to naviThe plan? A merger. As of July 1, San Diego officially merged
those services into a new Health, Housing and Human Services
gate. The county, says Alexander, was “really experiencing this
Department. The underlying philosophy, says Macchione, who
new phenomenon of suburbanization of poverty. We have a lot
heads the new superagency, is simple: “No home, no health.”
of people dealing with job loss, income loss, housing instability.
San Diego is the largest jurisdiction to pull off this kind of
All of these economic factors begged for a new department that
could address all of these issues.”
merger in recent years, but it’s far from the only one. Governments in much of the country are looking
at the idea. And as they consider it, they are
bound to ponder the experiences of the real
pioneer in this effort: Boulder County, Colo.
In 2009, Boulder became the ﬁrst county
in the nation to merge its housing and human
services functions into one single agency. In
doing so, Boulder put itself among the vanguard of places that were beginning to focus
on the social determinants of health—the
idea that it’s fruitless to address community
health without also tying in things like food
security, transportation access, rehabilitation services and employment. “We know
that poverty equals poor health outcomes,”
says Frank Alexander, director of Boulder
County’s Housing and Human Services
department. “If you don’t connect housing with public health, you’re never going
to beneﬁt from the social determinants
framework.”
As more places around the country
experiment with a “whole person” approach
to housing and human services, Boulder proBoulder County has taken steps to provide better services for low-income
vides a blueprint for what can work—and a
residents like Winnie Lawson, who recently moved from New Mexico to be
near her children. She says she’s “so glad” to have the amenities.
warning about what pitfalls to avoid. It’s

S

GOVERNING | August 2016

46

GOV08_32.indd 46

7/15/16 4:26 PM

__________Designer __________CreativeDir.

100 Blue Ravine Road
Folsom, CA 95630
916-932-1300
www.erepublic.com
5

25

50

75

BLACK

CMY grey

95 100

5

25

T1

50

75

T2

95 100

YELLOW

__________Editorial __________Prepress

T3

5

25

50

75

95 100

5

25

50

75

MAGENTA
CYAN

95 100

Page #

__________Other ____________OK to go

H O M E / H E A LT H

“We have a lot
of people dealing
with job loss,
income loss,
housing instability.
All of these
economic factors
begged for a new
department that
could address all
of these issues.”
—Frank Alexander, director
of Boulder County’s Housing
and Human Services

Alexander began thinking of how the county might address its
residents’ needs in a different way. He wanted to create a one-stop
shop where people could get all the public beneﬁts they need in
one place, with housing as the foundation for a healthy life.
A few factors converged to make the department merger a
reality. First, the county’s social services director was retiring,
which meant that Alexander could leverage that leadership
opening to start a conversation about reorganization. Second,
as county leaders began to see the full weight of the recession,
they were more willing to talk about an organizational transition,

particularly one that could potentially cut costs while more efficiently delivering services to residents in need. In January 2009,
Boulder County merged its housing authority and social services
department into a single agency.
One of the biggest immediate beneﬁts was a technological
one: data integration. Every public beneﬁts program—including
Section 8, Medicaid and the Supplemental Nutrition Assistance
Program (SNAP)—has its own unique set of qualiﬁcations. By
merging departments, Boulder also merged that information into
a single database. Now, about seven years after the merger, the
August 2016 | GOV E R N I N G
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H O M E / H E A LT H

Market-rate apartments in Boulder County overlook an affordable housing construction site.

department says it has about 80 to 90 percent of a client’s information housed in the uniﬁed database, and it’s working on data
sharing and other partnerships with local community organizations that give them a more holistic picture of a family in need.
“We’ve had to take the hood off each of these systems, and [now]
we have a better picture of the client that is being served,” says
Jason McRoy, director of business operations and support for
Boulder County HHS. “We can see where they are and if there’s
a gap or something being missed that would beneﬁt them.”
This integration of data has been instrumental in building
Kestrel, a 192-unit affordable housing development set to open
next spring in the Boulder County town of Louisville. The team
working on the project was able to see the services already available within the town, as well as the makeup of the community, in
order to decide what sort of programs and services would best
beneﬁt residents of the new development.
For example, as soon as struggling families are settled in at Kestrel, they’ll have the option to enroll in the ﬁve-year Family SelfSufficiency program that helps families meet speciﬁed goals. That

goal can range from no longer needing SNAP beneﬁts to becoming
homeowners. Family self-sufficiency programs are hardly unique
to Boulder—it’s a federally funded program—but the county offers
residents resources that help them move toward their goals, such
as ﬁnancial literacy classes, homeownership training courses
and career development workshops. And because of the merged
department, the county can pinpoint which programs Kestrel residents want the most and offer that help literally at their doorstep.
But Boulder’s transition wasn’t seamless. Merging departments during the worst economic downturn in recent history
meant cutbacks and additional headaches. Thanks to a lack of
funding, the new agency had to close an office building, freeze
hiring and cut positions. A total of 35 positions were ultimately
cut, out of a department of about 500 employees. Morale was
low, and Alexander, the director, continually had to reassure
residents that the merger had been a good idea, one that would
help deliver services better.
Then the department had a chance to prove its mettle. In 2010,
Boulder County suffered a damaging wildﬁre, followed in 2013
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by a ﬂood that destroyed more than a billion dollars of property.
For the HHS department, they were deﬁning events. “We set up a
disaster assistance center, where people could register for FEMA,
get clothes, get food, ﬁnd housing and get connected to mental
health providers,” says Sarah Buss, the housing and emergency
services coordinator for the department. “It would have been a
very different situation if we had just been a housing authority or
social services department.”

community and neighborhood services for Spokane. “But now, I
think our department is strong. Spokane is a midsized city where
homelessness is starting to go down—other cities in Washington
can’t say that—and I think that’s because of our merger.”
The potential for mishandling funds is only one potential pitfall of mergers like this, says Tracy Wareing Evans, the executive
director of the American Public Human Services Association.
Another, she says, is deciding what to prioritize. Historically,
governments set up standalone housing authorities precisely to
ombining efforts on housing and other services
ensure the issue of housing remained a high priority, with no conﬂicts of interest. In a merged department, those priorities aren’t as
is an idea that’s beginning to take hold across
the country. In the years since Boulder’s merger,
clear-cut, she says. “If you’re housing and human services, can one
a handful of other counties have taken steps to
overshadow the other? Will your dollars get allocated equally?”
coordinate their housing and human services
It’s too soon to call these types of full-scale mergers a nationefforts. Pennsylvania’s Allegheny County, which includes Pittswide trend, Wareing Evans says. One big reason for that, she says,
burgh, and Olmsted County, Minn., which includes the city of
is that federal funding for public beneﬁts programs is still split
Rochester, have both consulted with Boulder on how to create
among multiple different agencies. “The federal government
a stronger delivery system with housing and human services
is very siloed in how it gives money. So in order for this to be a
widespread trend, I think there would have to be some structural
departments, although neither of those counties has formally
merged those departments.
change at the federal level.”
The city of Spokane, Wash., did merge its housing and social
Nonetheless, she says, the conversation about human services
services departments in 2012. But it’s had a rockier ride than
increasingly includes the issue of housing—and that’s a good
thing. “I think it’s more about people looking at the
social determinants of health, and really trying to
get to the basics of how people can be their healthiest self,” she says. “And housing is such a key part
of that. Can you be a productive student in school
if you don’t have a home?”
In the seven years since the Boulder merger,
the county has embraced a new mindset about the
connectedness of social programs. “We’ve got child
protective services workers who now feel comfortable sharing something with a housing case manager, who previously might have been viewed as
the enemy because they were looking to kick someone out,” says Buss, the Boulder housing and emergency services coordinator. “That sort of evolution
has occurred because of our shared mission.”
In San Diego, Macchione hopes for a similar
shift in the way his county approaches these issues.
“Change can be scary, but we have to march forward and try something new,” he says, adding that
he considers Boulder’s achievement “an inspiration to us all.”
“When you move to a more collaborative
[approach], you’re going to see more value there.
Aspinwall, an affordable housing complex in Boulder County, offers
You’re going to come up with solutions you would
family self-sufﬁciency programs to residents on-site.
have never thought of before.”
And he knows that this kind of culture change
takes time. He was working in San Diego in 1997
Boulder. Officials in Spokane say the merger has led to a 10 perwhen the county ﬁrst formed the Health and Human Services
cent decrease in operating costs because of previously overlapDepartment, itself a merger of six previously separate county proping programs. But two different audits in the two years following
grams. “It took about a decade to create a common culture there,”
the merger pointed to a mishandling of grant money. “There were
he says, “and there were plenty of lessons learned.” G
growing pains on the administrative level, and we had some work
we had to do because of it,” says Jonathan Mallahan, director of
Email mquinn@governing.com
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THE
CHINA
FACTOR

SHUTTERSTOCK.COM

As the world’s second-largest economy
falters, states and localities may suffer.
By Liz Farmer
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T H E C H I N A FA C T O R

arlier this summer, New York state’s pension fund
announced a mediocre year. Investment earnings were
essentially ﬂat, and as a result the fund lost $5 billion
because its other receipts—contributions from government and from current employees—didn’t cover retiree payouts.
The New York pension system was the victim of a global event
that began halfway across the world a year ago this month. In
August 2015, the world’s second-largest economy officially began
to stumble. China’s central bank stunned investors by devaluing
the yuan, lending credence to what outsiders had long been suspecting: China’s years of astounding annual economic growth—at
times cresting at double digits—was slowing down.
Toward the end of that month, China’s stock market endured
its biggest one-day fall since 2007. The state media dubbed it
“Black Monday” and the result shocked the world. Emerging

it. China is the leading destination for a handful of states’ exports
and accounts for more than $115 billion in goods shipped annually from the U.S. The country is a key consumer of U.S.-made
airplanes, cars and medical equipment. Meanwhile, Chinese companies have stepped up their investment in U.S. cities and industries, building auto plants, investing in oil ﬁelds and buying real
estate—a Beijing-based company now owns the Waldorf-Astoria
hotel in New York. There is essentially no region in the U.S. without some connection to China, and at least some vulnerability to
a downdraft.
U.S. economists and state development officials are familiar with the ways negative economic events in Europe, such as
Britain’s recent vote to leave the European Union, can have an
effect here at home. And for the near future, events in Western
Europe and some other developed powers, such as Japan, will
continue to have the greatest impact on states
and localities. But if things in China worsen, the
economic pain for governments in this country
could be severe.
Even before China’s crisis rattled the U.S.
stock market, state and local pension plans
were struggling. Last year, annual investment
returns were meager. Because of the 2015
market plunge in China, most pension plans
in the United States will likely report even
worse returns for 2016. The two-year hit, says
a Moody’s Investors Service analysis, will effectively wipe out the funding improvements seen
in 2013 and 2014.
Under Moody’s most optimistic scenario,
according to which U.S. investment returns
average 5 percent for this year, overall pension plan liabilities will increase by 10 percent.
Under the credit rating agency’s most pessimistic outlook, where investment losses are
10 percent for the year, Moody’s sees liabilities
growing by more than half. In that case, governments would be faced with demands to put
signiﬁcantly more general fund money into
pension plans than was previously forecast.
Market volatility doesn’t just affect pension plans. A number
of state governments ﬁnd their tax base is signiﬁcantly exposed
when investment income—capital gains revenue—has a bad year.
California, Connecticut and New York all tend to “get clobbered”
when ﬁnancial markets have a down year, says Donald Boyd,
the Rockefeller Institute of Government’s ﬁscal studies director.
These three states and Oregon (which banks heavily on personal
income tax payments in general), have the highest reliance in the
nation on capital gains revenue. “If you have a lot of rich people
and you tax them relatively heavily,” Boyd says, “then you’re going
to be most affected by this kind of scenario.”
While there’s unlikely to be anything like the 20 percent revenue drops seen during the U.S. ﬁnancial crisis in 2008 and 2009,
states are already starting to feel the revenue impact of the past
year’s stock market reactions to China’s slowdown. Income tax
collections make up about one-third of the average state’s total

E

APIMAGES.COM

Washington sends about one-ﬁfth of its exports to China
from the Port of Seattle.

market currencies slumped, commodity prices fell and Western ﬁnancial markets reeled. At one point, General Electric’s
stock was down by more than 20 percent. The markets seemed
to recover just in time for a January report from China that the
country’s growth rate for 2015—6.9 percent—was the weakest in a
quarter-century. Although robust by U.S. standards—GDP growth
in the United States last year was 2.4 percent—the bad news from
Beijing once again sparked market volatility here and abroad.
In short, China has made it a difficult year for institutional
investors, public pension plans prominent among them. But
ﬁnancial markets aren’t the only way China’s economy can impact
states and localities.
For the last decade, with China a reliable engine for economic
growth, other countries around the world have been feeding off
GOVERNING | August 2016
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T H E C H I N A FA C T O R

Relying on Investment Income
Market volatility doesn’t just affect pension plans. It also inﬂuences states that depend heavily on capital
gains revenue. Below is the percentage of total state tax revenue that capital gains make up in each state.

No income tax
0% to 2%
2% to 3%
3% to 5%
> 5%

SOURCE: ROCKEFELLER INSTITUTE OF GOVERNMENT

AK

revenue. In April, the single biggest income tax collection month
for states, the average state’s income tax revenue was down nearly
10 percent from the previous year, according to a Reuters analysis.
It’s a taste of what could happen if China falters further. California had to trim its overall income tax revenue expectations for
the 2016 ﬁscal year by nearly $2 billion, thanks to an April shortage of about $1 billion in collections. Connecticut, Massachusetts,
New Jersey and Pennsylvania also announced declines in actual
or projected income tax receipts after April.
What made this issue doubly challenging was that the news
came in around the time state lawmakers were in the midst of
the tricky business of drawing up the next year’s budgets. “This
throws a monkey wrench into it,” Boyd says, noting that it creates future problems as well. “When you’re dealing with a budget
shortfall with only a few weeks to go in the ﬁscal year, there’s a
good chance lawmakers aren’t going to ﬁnd some kind of [permanent] solution. So that sets them up a year down the road for
more trouble.”

investment across 24 states to nearly $63 billion spread over all
but three states.
Admittedly, the growth represents only a tiny slice of overall
U.S international business. Exports to China account for less than
8 percent of overall outbound U.S. shipments. Chinese foreign
direct investment totals less than 1 percent of all foreign investment here.
Some regions, however, have more established business ties.
When it comes to exports, Washington state-based businesses
are by far the most exposed to ﬂuctuations in China. Last year,
Washington businesses exported $19.4 billion in goods to the
Asian nation—about one-ﬁfth of all the state’s exports. Over the
past year, Washington’s dealings with China have been ratcheting
down. Last year saw a 5 percent drop in exports to China; data
through May of this year shows exports to China down by about
25 percent. Robert Hamilton, Gov. Jay Inslee’s trade adviser, says
trade activity is being driven down from weak economies “everywhere—not just China.” Indeed, overall U.S. exports fell 5 percent
last year, the largest decrease since the recession.
Still, Washington state’s exposure creates some concerns.
Trade directly and indirectly accounts for one out of every four
jobs in the state. Last year, Moody’s ﬂagged it for being an at-risk
state thanks to a slower China. This year, Moody’s has been careful not to sound apocalyptic about Washington state’s situation.
“They’re pretty well insulated,” says Moody’s Washington analyst

ver the past decade, states and localities have jumped
at chances to increase their business with fastgrowing China. U.S. merchandise exports to China
increased by 177 percent between 2005 and 2015.
Chinese investment in U.S. companies and properties went up
exponentially over the same time period, from $2.5 billion in total
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T H E C H I N A FA C T O R

The Ripple Effect
While China’s downturn has yet to seriously impact U.S. exports, it’s still been a mixed
bag so far this year for states that export at least 15 percent of goods to China.

Change in exports to China
Change in total exports

DATA COMPILED BY AMBER TONG, FROM STATE TRADE OFFICES AND U.S. CENSUS BUREAU

Kenneth Kurtz. But China-watchers in the state remain nervous.
Other regions in the U.S. will see an impact if China’s demand
for consumer products wanes signiﬁcantly. Computer equipment,
for example, is a top export to China. Companies based in San
Jose, Calif.; Boise, Idaho; and Austin, Texas, are the nation’s top
producers of those products, and will feel a pinch if Chinese shoppers stop buying. Detroit and other regions reliant on auto manufacturing could also see a dip in business if China’s high demand
for U.S.-made cars slows.
Chinese investment in the United States has grown rapidly
over the past decade, although it has been concentrated on a limited number of targets. The vast majority of the investments from
China have been in mergers and acquisitions. These ownership
changes tend to grab headlines—like when Chinese insurance
giant Anbang bought the Waldorf from the Hilton hotel chain
for nearly $2 bllion last year. In most cases, new Chinese ownership does not change a company’s economic footprint. Hilton, for
example, remains the Waldorf’s operator.
One other area where Chinese investment has had an impact
is in so-called greenﬁeld purchases. Those are investments where
the parent company builds its operations here from the ground
up, such as Yuhuang Chemical’s $1.85 billion methanol plant in
Louisiana or Tranlin Paper’s $2 billion paper plant in Virginia,
both of which broke ground last year. In the San Francisco Bay
Area, which has long been a favorite of Chinese companies, more
than one-quarter of greenﬁeld investment value in the region
comes from China, according to the Brookings Institution’s
Joseph Parilla. Other top areas in the country for greenﬁeld purchases are Chicago, New York City, San Jose and Seattle.
Most greenﬁeld investments are typically made with a longterm view, so a Chinese slowdown like the current one might not
have much immediate effect on them. It’s possible that a slower

economy at home could cause Chinese companies to direct more
new investment toward stable economies like the United States
and away from riskier markets in emerging countries. But it’s also
possible that a weaker economy at home could force Chinese
investors to pull back in all world markets as foreign development becomes a more expensive proposition than the country’s
corporations want to make.
From time to time, there are fears about a local real estate market in the United States “being gobbled up” by the Chinese and
other private global investors. “If they all pull back, then all of a
sudden, you’ve got this glut of really high-end real estate built for
folks who are not necessarily in your metro area,” Parilla says,
adding that this is something to watch in New York City and San
Francisco, and to a lesser extent Chicago and Seattle.
For now, China is a lesson in perspective. Long isolated from
the rest of the world, it has taken advantage of its rapid growth
and fast-growing connections to other countries to become a
major force in global markets. As state and local governments in
the United States have become more enmeshed with the Chinese
economy, opening offices in China to attract more direct development, they have increased their exposure. Fears about the effects
of a prolonged Chinese downturn played a big role in the psychological contagion that roiled U.S. ﬁnancial markets last year.
So far, most of the negative fallout in this country has been
conﬁned to a limited number of regions and economic sectors.
But if the Chinese economy remains sluggish for a long period,
the effects will be felt much more broadly by American investors
and state and local governments. That is why even governments
that haven’t felt the effects so far may want to train a wary eye on
the ﬁscal picture in Beijing. G
Email lfarmer@governing.com
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Problem Solver
more rural districts tend to incur greater
school transportation costs.

Tracking Education Dollars
The regional differences in spending are enormous.
ublic school spending varies dramatically from one part of the
country to another. New York is
the biggest spender, doling out more than
$20,000 per student each year, counting
teacher salaries, support services and all
the other costs associated with public
schools. On the opposite end of the spectrum, Idaho and Utah spend only about
one-third as much.
Financial ﬁgures published by the U.S.
Census Bureau depict wide variation in
spending across states, regions and individual districts. Several factors help to
explain the vast differences in spending.
Here are a few key drivers:

market conditions. Districts employing
more experienced teachers or more
teachers with advanced degrees spend
signiﬁcantly more on salaries.

P

Employee Beneﬁts
Teacher pensions,
health insurance, tuition
reimbursement and other employee
beneﬁts add up to a sizable portion of
school spending. Employee beneﬁts for
teachers account for about $1,700 in
spending per pupil nationally and are
as high as $4,127 per student in Alaska
and $4,660 in New York. Of course,
states with more generous retirement
beneﬁts tend to spend more. Pension
expenditures, however, don’t fully
register in states that underfund their
retirement systems.

Revenues
The amount school districts
spend is more a function of the
money available than the actual costs
of educating students, says Marguerite
Roza, director of the Edunomics lab at
Georgetown University. School districts
will always spend just about all the
money they’re allocated. Schools in
areas more reliant on state funding than
on local property taxes generally have
fewer total dollars available to them,
but there’s more equity across their
districts. The largest spending spikes
are found in districts serving regions
with high-property values.

Cost of Living
As one would expect, the top
overall spenders tend to be
states with a higher cost of living. The
Bureau of Economic Analysis calculates
regional price parities, which measure
prices of goods and services across states.
This data suggests that costs are highest
in the District of Columbia, Hawaii and
New York. But not all states spending
more on schools have higher overall
living costs. Rhode Island and Wyoming
have regional price parities below the
national average, but still rank among the
top 10 highest-spending states.

Salaries
Wage and salary expenses
are one area where there’s a
particularly large variation across states.
New York spends the most—$8,712
per student—followed by Connecticut
and New Jersey. By comparison, states
with fewer teachers and lower wages
report spending as little as $3,000 per
student in some cases. The inﬂuence of
teachers’ unions may push wages higher
in some states, as do favorable labor

Demographics
Some states just have a lot more
young residents. Consider
Utah, where more than 1 in 5 residents
is a public school student. With so many
students, the state simply can’t afford to
let average costs rise to the same level
as in other states, says Mark Peterson of
the state Board of Education. Areas with

Class Sizes
Class size is another important
factor in school district
spending. The most recent federal data
pegged average class size in Utah’s
primary schools at nearly 28 students
per nondepartmentalized class. By
comparison, Maine, Tennessee,
Vermont and Wyoming reported
averages of fewer than 18 students per
class. Comparable dissimilarities are
found among high schools. Nevada’s
departmentalized high school classes
have an average of 31 students—the
largest size nationally and nearly twice
as many as in some other states.
Administrative Costs
While spending on school
and executive administration
accounts for a small slice of total spending
(about 7 percent nationally), considerable
variation exists across states. The District
of Columbia and 13 states spend more
than $1,000 per student on administrative
costs. On the opposite end, Utah spends
$463 and Arizona spends $450 per
student. Part of this has to do with the
fact that school districts are much more
fragmented in the high-spending states,
notably Illinois and New Jersey. As a
percentage of total current spending,
Massachusetts and New York spend
the least on administration, while New
Mexico spends the highest portion of its
expenditures on administrative costs.
State and Local Policy
A litany of policies that affect
funding of school systems
further drive up costs. States employ
varying funding formulas and maintain
mandates around special education or
other requirements that end up affecting
how much districts spend. States such as
Arizona have seen extensive criticism of
lawmakers for cuts to state school aid. G
Email mmaciag@governing.com
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| BEHIND THE NUMBERS
By Mike Maciag

Utah
Idaho
Arizona
Oklahoma
Mississippi
Nevada
North Carolina
Texas
Tennessee
Florida
South Dakota
Colorado
Alabama
Georgia
Kentucky
Indiana
California
Arkansas
South Carolina
New Mexico
Missouri
Oregon
Kansas
Washington
Iowa
Louisiana
Virginia
Montana
Michigan
Wisconsin
West Virginia
Ohio
Minnesota
Nebraska
North Dakota
Hawaii
Maine
Illinois
Delaware
Pennsylvania
Maryland
New Hampshire
Rhode Island
Massachusetts
Wyoming
Vermont
Connecticut
New Jersey
Alaska
District of Columbia
New York

$6,500
$6,621
$7,528
$7,829
Nationally, the most recent data
$8,263
suggests $11,009 is spent on public
$8,414
education per student. Amounts shown
$8,512
cover public elementary and secondary
$8,593
school systems and represent per-pupil
$8,630
spending for fiscal year 2014.
$8,755
$8,881
$8,985
Instructional Employee Salaries
$9,028
Instructional Employee Benefits
$9,202
Pupil Support Expenses
$9,312
Instructional Staff Support Expenses
$9,548
Administration
$9,595
Other/Uncategorized Expenses
$9,616
$9,732
NOTE: ADULT EDUCATION, COMMUNITY SERVICES AND OTHER
NONELEMENTARY-SECONDARY PROGRAM EXPENDITURES ARE
$9,734
EXCLUDED. ENROLLMENTS FOR STATE EDUCATIONAL FACILITIES
AND CHARTER SCHOOLS WHOSE CHARTERS ARE HELD BY A
$9,875
NONGOVERNMENTAL ENTITY ARE ALSO NOT REFLECTED IN THE TOTALS.
$9,945
$9,972
$10,202
$10,668
$10,749
$10,973
$11,017
$11,110
$11,186
$11,260
$11,354
$11,464
$11,726
$12,358
$12,458
$12,707
$13,077
$13,938
$13,961
$14,003
$14,335
$14,767
$15,087
$15,797
$16,988
$17,745
$17,907
$18,416
$18,485
$20,610

The States That Spend
the Most (and the Least)

SOURCE: U.S. CENSUS BUREAU 2014 ANNUAL SURVEY OF SCHOOL SYSTEM FINANCES
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Problem Solver

| SMART MANAGEMENT
By Katherine Barrett and Richard Greene

Better Buyers
Purchasing reforms are focusing on rigid and inconsistent rules.
rice Construction was frustrated. For years, the Chicago
contractor for sidewalks, curbs,
gutters, foundations and pavement had been dealing with the procurement process in the city and its six independent agencies: the housing authority,
the park district, public schools, the transit authority, city colleges and the public
building commission.
Among the procurement problems
that had troubled Trice, as well as other
companies, had been the separate and
inconsistent procurement systems for
each agency. The challenges consisted of
distinct dollar thresholds for various bids;
a variety of deﬁnitions for emergency procurements that don’t go through the regular bidding process; and variations in the
number of hours that make up a standard
working day. “Each agency had its own set
of standards,” says Stephanie Hickman,
Trice’s president and CEO.
When procurement systems are like
that, vendors go elsewhere and competition declines, forcing expenses to rise.
“The canary in the coal mine is that not
enough vendors bid,” says Chicago’s
Inspector General Joe Ferguson, adding
that inconsistencies favor incumbents and
bigger entities. That puts smaller companies like Trice at a disadvantage.
Fortunately, reforms have found their
way to the top of the to-do list for Chicago
and many states and localities that suffer
from inconsistent practices and other
management challenges. Major cities
like Boston, Philadelphia, New York and
Washington, D.C., as well as a number of
counties, are engaged in various kinds
of procurement reform. In Governing’s
March special report on state procurement practices, we found multiple states
were involved in or considering reforms.
While it’s early, there’s still a great deal
to be learned from the efforts Chicago

DAVID KIDD

T

Chicago and many other major cities are engaged in various kinds of
procurement reform.

has made thus far—and how they play
out over time. For the last seven years,
Jamie Rhee, the city’s chief procurement
officer, has worked to get agencies within
the core city government to develop more
standardized practices. As of last year,
there’s been an all-out effort to bring
greater transparency and standardization
to every sister agency.
This effort was a mandate from the
mayor, who appointed a reform task force
in 2015 that is co-chaired by Ferguson.
Making the process more open is a key
goal. “One of the big focuses for the city is
to eliminate the perception that you have
to know someone to get ahead in government contracting,” says General Counsel
James McIsaac. “It’s perception only, but
it exists, and having the most transparent
system possible refutes that allegation.”
One step to greater transparency has
been for the city to publish online every
contract it awards, including both win-

ning and losing bids for jobs. “Our goal is
for every vendor to know why they win
and why they lose,” says Rhee. All subcontractor information is posted online
as well. The city’s process acts as a model
for the six sister agencies.
Chicago also now produces a consolidated buying forecast, in which plans for
the next six quarters of solicitations are
disseminated in one document for all the
city agencies. “This is a huge planning tool
when you know in advance that agencies
are going to come out with procurements,
both big and small,” Rhee says. It has
helped the core city and its six agencies
see when they may have opportunities for
joint procurements.
Another critical change has been the
sharing of information about contractors
that have been banned from doing business with the central city government or
any of the six agencies. In the past, a company that ran into trouble with one gov-
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| BETTER GOVERNMENT
By Mark Funkhouser
ernment entity could win a bid at another.
Policies are being amended so that agencies can honor each other’s debarments.
In the future, if someone is banned in one
place, they’re banned in all places.
Of course, reforms can be problematic. There’s such a thing as too much
standardization, particularly if it compromises ﬂexibility. “Some of the component
agencies really do comparatively unique
things,” said Ferguson. “You have to have
a standardized process that recognizes
when unique operational aspects come
into play.”
Six years ago, Illinois began to put in
place several state procurement changes.
The impetus for reform stemmed largely
from ethical questions regarding contracting that had been raised in Gov. Rod
Blagojevich’s administration.
By and large the Illinois reforms have
improved the state system and restored
its integrity. But reform is an ongoing process. The impact of changes needs to be
subjected to analysis to see if a fresh round
of improvements is needed.
For example, over time new registration requirements for vendors began to
diminish competition. Contract bids were
being eliminated when they didn’t adequately follow complex new rules. Subsequently, the rules were rewritten to allow
a vendor to ﬁx an improper registration.
The original Illinois reform also went
too far in cutting off communications with
vendors during a bidding process. The
reform helped to prevent improper contact in order to avoid collusion, but it also
prevented clariﬁcations and information
about best practices and new innovations.
“We heard from the vendor community
that the reform was shutting doors,” says
Ellen Daley, chief procurement officer for
Illinois General Services. “So we changed
it to allow conversations to take place, and
we listed the types of conversations that
were permissible.”
One lesson learned from the overall
experience: Reform requires substantial
training for procurement managers in
government and for vendors as well. G

The Politics of Our Melancholy Age

Email greenebarrett@gmail.com

Email mfunkhouser@governing.com

Public ofﬁcials have a role in the way we deal with depression.
Public officials at every level are united in their concern about growing opioid abuse.
Calling it “a public health and safety crisis affecting communities across the country,”
the National Governors Association released a report in February detailing the priorities of the nation’s governors for addressing that crisis.
What seems to be unrecognized, however, is that opioid abuse is just one of several concurrent crises relating to mental health, none of which can be dealt with
successfully in isolation from the others. As many researchers have documented,
suicide, loneliness and depression all have increased dramatically over the last several decades.
Another thing that has increased is
the social stigma of depression. Abraham
Lincoln had at least two suicidal crises in
his life, and his chronic depression was
widely recognized. He took no pains to
hide his moods. He viewed his condition,
as Joshua Wolf Shenk wrote in his 2005
book Lincoln’s Melancholy: How Depression Challenged a President and Fueled His
Greatness, as “part of the natural world, to
be studied, understood, and, when possible, managed.” Lincoln’s friends recognized his “melancholy” as simply part
of who he was. And I’ve never read that
Lincoln’s enemies saw his depression as
a weakness to be exploited.
But somewhere along the way that changed. Depression and loneliness have been
stigmatized and hidden away, especially by those who aspire to positions of power
and leadership. After George McGovern dumped Thomas Eagleton as his vice presidential running mate in 1972 when it became known that Eagleton had been treated
for depression, Eagleton’s name became, as Shenk writes, “synonymous with the
toxic political effects of mental health treatment.” When Congress was considering President Nixon’s appointment of Gerald Ford to replace Spiro Agnew as vice
president in 1973, rumors surfaced that Ford had seen a psychotherapist. Ford denied
it, as did the physician in question. “Consulting a psychiatrist or psychotherapist,”
The New York Times noted at the time, “is still an unforgivable sin for an American
politician.” The irony of all this is that an argument can be made that, as Shenk and
others believe was true for Lincoln, being seriously depressed can actually make
you a better leader.
These concurrent crises are complex, but there are at least two things a politician
can do. First, recognize the need to build opportunities for people to connect with
one another and develop a sense of community and cohesion. Second, lead the way in
destigmatizing depression. By some estimates, 1 in 6 Americans suffers from serious
depression at some point in their lives. The odds are that a few of them are politicians, and it would be good if some of them were as out front about their condition
and treatment as Maryland Gov. Larry Hogan was about his cancer. And it would be
even better if others in the political world rallied around them the same way they
supported Hogan. I think it’s fair to say that Lincoln would agree with that. G

“

As many
researchers have
documented,
suicide, loneliness
and depression
all have increased
dramatically over the
last several decades.”
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Problem Solver

| TECH TALK
By Tod Newcombe

Ripping Up the IT Rule Book
Palo Alto’s city manager on how to make IT a better investment for localities.
ocal governments will spend in
excess of $50 billion this year on
information technology. More
than half of that money will go
toward maintaining outdated and ineffective computer systems. As cities approach
the inevitable task of replacing and updating them, James Keene has one piece of
advice: Decentralize.
Several months ago, Keene, the city
manager of Palo Alto, Calif., co-wrote an
article published by the Brookings Institution that criticized local government’s
traditional mindset about IT. He and Palo
Alto CIO Jonathan Reichental listed ﬁve
deep-seated problems with government
technology and their suggestions for ﬁxing those glaring weaknesses.
It’s pretty unusual for a top appointed
local official—who’s not in IT—to go on
the record about what’s wrong with government’s approach to it. But Keene, who
has spent years working in the public sector, including stints as city manager for
Berkeley, Calif., and Tucson, Ariz., admits
that being in the heart of Silicon Valley
has had an impact on his views. For one
thing, he says, it’s been easier to try out
new technologies.
That experience has led him to the
conclusion that it’s no longer practical to
have a centralized IT operation, where city
governments design and build large-scale
computer programs that can take years to
implement, are rarely delivered on time
and are often over budget. Instead, Keene
wants cities to break up big technology
projects into more manageable pieces
that can be built more quickly, an idea
called “agile development” that is already
a growing trend in public sector IT. Keene
also wants cities to rely less on expensive
hardware and take advantage of cloud
computing. “We’re moving everything we
can into the cloud,” he says. “It’s absurd to
keep maintaining all those server farms.”

CITYMANAGERS.ORG

L

What Keene is essentially advocating for is a more collaborative approach
to how localities decide what technology
they should use in improving services.
That starts, he says, with open data. Palo
Alto has an “open data by default” policy
that has made vast amounts of city data
publicly available. It has fostered partnerships with coders and startup companies,
and led to the creation of new tech tools
that can be replicated elsewhere.
Keene’s views are a reaction against
a culture that he sees as too rooted in a
rigid, top-down approach to building IT
systems by a select group of vendors. By
opening things up, he says, more ideas and
solutions will bubble up that can be built
with less risk and at a lower cost.
Another part of the Silicon Valley ethos that has inﬂuenced Keene is
Stanford University’s interdisciplinary approach to learning as a model for
acquiring knowledge. Rather than rely

on state or federal government for help,
Keene has reached out to local governments around the world to exchange
ideas on new IT tools and strategies.
Later this year, the city will meet with
officials from Heidelberg, Germany, and
Enschede in the Netherlands to discuss
smart city strategies. “Forget federalism,” Keene says. “Cross-fertilization of
ideas between cities is important today.
When you network with other cities
around the world, you get better ideas
on how to use technology.”
Keene’s biggest goal is to use digital
tools, such as social media networks, to
create a more up-to-date form of civic
engagement to solve city problems. “The
days of vending machine government
where citizens are dependent on city hall
to dispense whatever they need are over,”
he says. G
Email tnewcombe@governing.com
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September 27-29, 2016
Walter E. Washington Convention Center, Washington, D.C.

www.smartcitiesweek.com

 An excellent networking event –
connecting 1,800+ smart cities experts
 Two-day free-to-attend Hub Sessions on
the exhibition ﬂoor
 An extensive exhibition featuring 50+
solution providers
 Live demos for insight into the latest
products and solutions
 A two-day multi-track Strategic
Conference Program featuring in-depth
presentations from experts from across
the world

North America’s
premier smart city
conference and
exhibition

Register your pass now!
www.smartcitiesweek.com/register
Claim your 10% discount by using
promotional code: GOV
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Problem Solver

| PUBLIC MONEY
By Justin Marlowe

Borrowing Bias
n April, something remarkable happened in the otherwise sleepy world
of public money. Orange County, Calif.,
long considered a problem child in local
public ﬁnance, announced a plan to return
to the municipal bond market.
At the start of the 1990s, the county
made some big bets on an early form of
ﬁnancial derivatives—not unlike those
at the heart of the 2008 ﬁnancial market crisis—and it lost. It suffered major
ﬁnancial damage and eventually declared
bankruptcy. But now the county is looking to borrow once again, and investors
are primed to snatch up its new bonds at
eye-poppingly high prices.
Financially speaking, Orange County
is back in a big way.
The Orange County story illustrates
one of the great debates in ﬁnance. Municipal bond investors are willing to look past
the county’s sordid past and focus instead
on its ﬁnancial future, namely its strong
balance sheet, solid credit rating and
growing tax base. This suggests that investors only care about future cash ﬂows. But
don’t forget that the county waited 20
years to test the market. Somebody clearly
believed it needed a long time to shake its
problem-child reputation.
So is the ﬁnancial past prologue, or
not? Some recent evidence suggests that
in the municipal bond market—unlike
most other capital markets—past perceptions have big ﬁnancial consequences.

True believers say ﬁnancial markets
are fair because they’re forward-looking.
If investors focus too much on the past,
they’ll miss moneymaking opportunities.
For instance, if a city lands a big economic
development project or renegotiates its
pension obligations, then any new bonds it
issues should be met with higher demand
and sell at higher prices. An investor who
ﬁxates on that city’s past bond prices will
miss out on a sureﬁre investment. So in theory, at least, past prices shouldn’t matter.
How does this theory play out in the
municipal bond market? In a recent
paper I examined how the interest rates
on a local government’s past bond issues
affect the interest rates on its future bond
issues. I analyzed data on more than
35,000 “full faith and credit” bonds over
the past decade. The results were striking. I found that all else being equal, for
every 1 percent increase in a government’s
past interest rates, the interest rate on its
new bonds will be about 10 basis points
(or .10 percent) higher. Put differently,
past investor perceptions alone account
for about 10 percent of current investor
perceptions. Behavioral economists call
this particular type of bias “anchoring”
on past information.
There’s bad news and good news
here. The bad news is that anchoring is
expensive for issuers. On a 25-year, $100
million bond, for example, 10 additional
basis points can mean about $4 million in

I

additional interest payments. Consider also
that municipal bond interest rates have
generally declined over the past decade.
This means that many local governments’
borrowing costs have been tethered to
higher interest rates in the recent past.
This bias is also disconcerting because
it’s hard to explain. A cynic might argue
that anchoring happens because bond
investors are lazy. Instead of carefully
evaluating a government’s ﬁnancial
future, they just crib off of past prices.
Of course, it’s not that simple. More than
50,000 governments have municipal
bonds outstanding, and most of those
sell new bonds every few years at most.
At the moment there are no federal rules
about the timing and content of local governments’ ﬁnancial reports. In that environment it can be difficult to ﬁnd recent
ﬁnancial information and even more
difficult to ﬁnd fresh prices on a government’s bonds. Municipal bond investors
aren’t lazy. When information is hard to
ﬁnd, they’re just humans subject to bias.
The good news is that ﬁnance professionals can take steps to correct that bias.
This is yet another reason for local governments to invest in a robust, comprehensive program of public disclosure. As
Orange County shows us, it’s important
for investors to know where a jurisdiction
is, not where it was. G

SHUTTERSTOCK.COM

Does a sullied past haunt a bond issuer’s future?

Email jmarlowe@washington.edu
Orange County, Calif.
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For public sector heroes
from the celebrated
to the unsung.

A comfortable retirement should be
the reward for a job well done.
People who dedicate their lives to serving others deserve an organiztion
that dedicates itself exclusively to them. For over forty years, we’ve met the
challenge to help public sector workers realize their retirement dreams.

icmarc.org/info

AC: 29813-1115-7938
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Last Look

COURTESY OF THE BOSTON POLICE DEPARTMENT

When summer temperatures rise, the Boston Police Department
rolls out its most popular tactical vehicle: an ice cream truck. Since
2010, officers have been dispatched to neighborhoods throughout
the city, dispensing free frozen treats in an effort to connect with
kids and teens. Last summer, after shots were ﬁred at a city pool,
the truck showed up the next day to help ease fears. The truck was
provided by the locally owned Hood ice cream company, a popular
Boston institution for nearly 70 years. The company also donates
the ice cream, which is served in “Hoodsie Cups.” “The kids are
so excited and happy to see us when we pull up in,” one officer
recently told the in-house BPDnews. “It’s so much fun to not only
hand out the Hoodsie Cups, but to also let the kids know how
much we care about them.” —David Kidd
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32% of government
agencies that are upgrading
or procuring an ERP solution
in the near future are
planning to use the cloud.
ARE YOU READY TO
MAKE THE MOVE?
A new handbook, produced by the Governing Institute
and underwritten by Workday, helps government CIOs address
potential procurement, budgeting, security and culture issues when
moving to cloud-based ERP. It offers best practices for creating
a comprehensive migration strategy based on the experiences of
executives who are well down the path or have already completed
cloud ERP deployments.

DOWNLOAD
“A MODERN APPROACH FOR MOVING
TO CLOUD-BASED ERP” TO LEARN MORE!
www.governing.com/cloudERPhandbook
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America’s City Solution
Siemens’ answers for mobility help people and
business reconnect with their city and one another.

Cities across the United States are growing fast, which
has brought new challenges like how to move people
and attract business in a way that is also good for
the environment. That is why cities are choosing to
work with Siemens, where more than 800 Americans
focus on designing and building energy-efficient rail
vehicles that can help people reach their destination
quickly, comfortably and safely.

Siemens complete solutions for mobility are helping
change how cities grow and how their citizens move
through them. Because mobility is more than just
transportation, it helps build sustainable cities.
Somewhere in America, our team of more than 60,000
employees spends every day creating answers that will
last for years to come.

usa.siemens.com/mobility
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