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empty Pyramid Arena
in Memphis, Tenn.
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there hasn’t been a
fleet vehicle like this since,
well, today.

The Prius Plug-in is the most advanced member of the Prius Family,
combining an extended all-electric mode with proven hybrid
technology. You also get the convenience of plug-in charging with rapid recharge times: 3 hours
1,2

with a standard 120V household outlet or 1.5 hours with a 240V outlet. The ability to choose between
electric and hybrid gives people the freedom to drive more, see more and do more. It’s a new kind
of Prius. And it’s just the right vehicle for your fleet. Call 1- 800 -732 -2798 or visit fleet.toyota.com

Prototype shown with options. Production model will vary. 1 Prius Plug-in EV mode works under certain conditions up to near freeway speeds for approximately 10-15 miles on a full charge. Sudden
acceleration or climate control usage may prevent EV mode usage. 2 CAUTION! When driving a hybrid vehicle, pay special attention to the area around the vehicle. Because there is little vehicle noise
in electric-only mode, pedestrians, people riding bicycles or other people and vehicles in the area may not be aware of the vehicle starting off or approaching them, so take extra care while driving.
©2011 Toyota Motor Sales, U.S.A., Inc.
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PUBLISHER’S DESK
Publisher Fred Kuhn
Editor Tod Newcombe
Executive Editor Jonathan Walters
Editor-at-Large Paul W. Taylor
Managing Editor Elizabeth Daigneau

Data Driven

Senior Editor Zach Patton
Associate Editor Jessica Mulholland

hose of you who visit Governing.com may have noticed
Governing Data (www.governing.com/gov-data). This is
our newest online section, and it represents our continuing efforts to report on states and localities in new, more
compelling ways. Running the new section is Data Editor Michael
Maciag, who has years of experience as a journalist and specializes
in computer-assisted reporting, which involves using databases and
other software tools to help people better understand information
and uncover stories.
As Maciag points out, governments, research groups and other
organizations have been compiling more and more data in recent
years. “A lot of this information, though, is often not scrutinized,”
he says. “This is where we come in.”
Through Governing Data, users can ﬁnd new and unique ways
to see and understand information, whether it’s a detailed map
that accompanies one of the magazine articles, an interactive
chart that best illustrates a new report or
breaking news story, a graph that can be
customized according to state or locality,
or a searchable database.
“I hope Governing Data will become
a resource for public administrators and
citizens to better understand what’s
happening in their communities,” says
Maciag. “In some cases, public administrators might discover issues or trends
they were previously unaware of.”
The Governing Data website is just
By Fred Kuhn, Publisher starting up, but eventually it will include
searchable databases, more maps and
interactive charts, and other useful tools. For example, public officials will not only be able to analyze data for their community, but
also compare it to other areas. Currently you can look at the education attainment for all metro areas, view a breakdown of ﬁnancial
ﬁgures for each state and locality, or see what the insurance coverage estimates are for each U.S. county, among other things.
Keeping users up to date is the companion blog, By the Numbers, which Maciag posts to on a regular basis. It includes not just
the latest charts and databases, but also news items on recently
released data such as national employment and government revenue ﬁgures, as well as lesser known, but interesting, data sets like
inspection ratings for our nation’s river levees.
One thing Governing Data will not be is complex. The site is
simple to use, highly visual and the information will be relevant
to the work of public officials in state and local government. Most
of all, we want it to be meaningful. Let Maciag know what you
would like to see by contacting him at mmaciag@governing.com.
As always, you can let me know how we are doing by emailing
me at publisher@governing.com.

T
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LETTERS

Fairness and Redistricting
Redistricting is not supposed to be “fair”
as all would see it [Piecing It Together,
November 2011]. It is designed to favor
the party, or coalition, in charge in the
legislative body. This was purposely to
prevent large swings in governance and
power. Nothing that requires compromise to so many different groups and
interests will ever be considered “fair.”
—Posted by Robert
on Governing.com

standards implemented as dispassionately as possible. We should not abandon
efforts to improve any condition simply
because we are unlikely to achieve a perfect outcome.
—Tom Reynolds,
Greenbelt, Md.

Demoting Homeownership

Peter Harkness is correct that many federal policies have been overly aggressive
in promoting homeownership [Housing
Deserves a Demotion
in Potomac Chronicle,
November 2011]. Furthermore, some policies
such as the mortgage
interest deduction have
subsidized housing purPIECING IT
chases for the affluent
TOGETHER
Redistricting is guaranteed to raise complaints
while inﬂating prices
about bias. California and other states are
looking for ways to mute the whining.
for the middle class who
R
obtain a very small percentage of the beneﬁt.
An additional reform
would entail modernizing property taxes.
In most places, owners
who improve and main“Fairness” is not a dichotomous value,
tain buildings are faced with higher
and it is not only politicians who are
taxes while owners who allow buildings
“raising a fuss.” The crafting of voting
to deteriorate are rewarded with lower
districts, while invariably imperfect,
taxes. This is upside down.
should nevertheless strive for a mini—Rick Rybeck,
Washington, D.C.
mum level of fairness based on objective

DAILY DIGIT

14,000
The number of mosquitoes that
a single trap, which normally
catches 50, caught in one night
a week after Hurricane Irene hit
Beaufort County, N.C. The state
team that controls the mosquito
population fell victim to budget
cuts this year, and now the
insects are hindering repairr
efforts and raising fears of
disease outbreaks.
Source: Raleigh News & Observerr

edistricting always creates drama. Every 10 years some
number of legislators and congressmen ﬁnd the new
redistricting map draws them out of a job or puts them
in a much more precarious position. One party or the
other ﬁnds itself handicapped by the shape of the new districts.
Naturally, politicians raise a fuss. “There are always going to be
sore losers with redistricting,” says Justin Levitt, a professor at
Loyola Law School in Los Angeles. “Redistricting is, in many
ways, the thing that legislators take most personally.”
When given the chance, legislators try to spare their own
feelings—and protect their bailiwicks. The ability of politicians
to trade favors and votes is never more in evidence than during
redistricting season. Leaders of the two parties can enter into a
nonaggression pact, protecting as many of the incumbents on both
sides as possible. That happened 10 years ago, when the brother
of a Democratic congressman in California charged incumbents
$20,000 apiece for his services in drawing districts that made
re-election an entirely safe bet. The result was that when the new
maps were put to the test in 2002, not a single seat changed party
hands in the state Senate, Assembly or congressional delegation.
All told, over the course of 765 congressional and legislative
elections held in the state during the past decade, only ﬁve seats
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BY ALAN GREENBLATT

55

“

Yet another example
of not liking government
until you need it. When will
legislators learn to strategically think through
budget reductions, rather
than simply trying to
reduce government expenditures to the maximum
extent possible?”

—Posted by OregonIsWatching
on Governing.com

We’re “Liked”
Alan Greenblatt’s July cover story on public unions was the most “liked” cover story
on Facebook this year. Here are 2011’s ﬁve most popular covers to date:

Correction: In
the November issue of
Governing, John Buntin’s
proﬁle of Matthew Goldstein,
chancellor of The City
University of New York,
incorrectly stated that the
Public Disunion
by Alan Greenblatt
July

The Commissioner Is In
by John Buntin
February

Billionaires in
the Classroom
by Alan Greenblatt
October

Nothing Ventured
by Russell Nichols
March

university system consists

How Bad Is It?
by Ryan Holeywell
May

of 19 schools. In fact, the
system includes 24 schools.
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Trends. Opportunities.
Winning Strategies.

Save the Date
Jan. 31 & Feb. 1, 2012
National Press Club
Washington, D.C.
GOVERNING’s 2012 Outlook will help you
focus on the right issues and the best
opportunities for the year ahead.
Whether you’re in government affairs,
selling to state and local governments,
leading an association or non-profit
— DON’T MISS THIS EVENT.

Register by December 9th
and save $200!

REGISTER HERE:

governing.com/events
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By Alan Greenblatt

Taxing the Rich Isn’t
Always a Moneymaker

SHUTTERSTOCK.COM

A KEY PART of President Obama’s
fiscal plan is his proposal to raise
the tax rate on the nation’s highest
earners, the Warren Buffett-backed
“millionaire’s tax.” Yet states that
have boosted taxes on the wealthy
in recent years have largely been
left disappointed by their take.
After Oregon voters approved an
increase last year on those earning
more than $125,000, the state estimated it would collect an additional
$180 million in revenues. But Oregon
fell $50 million short. A similar shortfall in Maryland was even worse, and
other states, such as Connecticut,
have been disappointed as well.
There may be any number of reasons for this. Opponents of tax hikes
targeting the rich point out that this is
a highly mobile group that can easily pack up and move. “Over the last
few years, there have been massive
reductions of half-millionaires and millionaires in the year immediately
following the tax hike,” says
David Logan, an economist
at the conservative
Tax Foundation.
Academic studies
argue both ways. Some
say there does appear
to be out-migration as a
result; others dispute the
idea. But timing almost
certainly has something
to do with the disappointing numbers. After all, states
are most likely to raise rates just
when an economic downturn
starts eating into incomes and
capital gains. “We raised the
tax rate right before the heart of
the recession, so we didn’t neces-

sarily hit the initial estimates,” says
Joseph Shapiro, a spokesman for
Maryland Comptroller Peter Franchot.
The more progressive the income tax
rates, the greater the volatility is going to
be. That’s one reason why states such
as California and New York have posted
some of the worst budget shortfalls in
recent years. Things could get worse
in the coming months. Kim Rueben, an
analyst with the Urban Institute, says
that a lot of people cashed out their
stocks in 2010 because the market
was fairly high and there was a great
deal of uncertainty about federal capital
gains rates. Neither of those situations is the case today, so collections
might look a little worse next April.
No tax system is ever going to be
recession-proof, says Jon Shure of the
Center on Budget and Policy Priorities, a liberal think tank. Estimates are
bound to be missed when the economy
is tanking. But he says that shouldn’t be
used, as it often is, as an argument that
tax increases on the rich have backfired. States may not collect as much
as they’d hoped, but “every state that
raised taxes on the very wealthy got more
revenue than they would have if they
hadn’t raised the taxes,” Shure says.
Raising taxes on the wealthy has
been popular in cash-starved states because it’s a relatively palatable idea politically. But there aren’t enough wealthy
people around to make up most deficits
through a 2 or 3 percentage point hike
on a limited pool of individuals. “I believe
income taxes should stay progressive,”
says Scott Pattison, executive director of the National Association of State
Budget Officers, “but folks should be
careful about thinking this is a panacea
to solve your issues structurally.” G
Decemb er 2 011 | GOV E R N I N G 9
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Who Controls the Cops?
IT SEEMED LIKE a good idea
150 years ago. Now that just about
everybody agrees it’s a bad idea,
Missouri can’t seem to get rid of it.
The idea is having the state run the
local police force in St. Louis. The state
took control back in 1861, at the start
of the Civil War. Segregationist Gov.
Claiborne Jackson wasn’t crazy about
having the Unionist city control its own
large arsenal. State takeovers of local
police were also trendy back then,
with New York taking the lead in 1857
and cities such as Baltimore, Chicago
and Philadelphia following suit.
But the Civil War has been over
for a while now, and every other
big city has long since won back
control of its own police. (One
outlier is Kansas City, where voters
gave the state control in 1979.)
St. Louis Mayor Francis Slay, like
his predecessors, argues that because
the city pays the police department’s
bills, it should have the authority to
run the force. As it stands, St. Louis

residents have no recourse at the
polls if they’re unhappy about how the
police are performing, he says. And
he claims that the city would save
$4.5 million in duplicative administrative costs if given direct control.
For some time, local control was
stymied by the police union, which
worried about its effect on pensions
and political interference from the
city’s Board of Aldermen. Local-control
legislation that passed the Missouri
House earlier this year allayed their
concerns, and the prospect of a ballot
initiative to remedy the matter further
focused the Legislature’s attention.
But then things took an odd turn.
The bill was taken hostage by senators
wanting to push through their version
of tax-credit legislation. The House
refused to play ball, and both bills died.
Slay had high hopes for another
shot during a special session in
October, but, again, unrelated
disputes got in the way. Legislative leaders refused to move any

bills unless an economic development package went through,
and so nothing was passed.
Despite the disappointment, there’s
always hope that the “near-perfect”
consensus that has developed in favor
of local control, as Jeff Roorda of
the St. Louis Police Officers’ Association describes it, will push the
legislation forward at a later date.
It’s long overdue, says Andrew
Theising, director of the Institute
for Urban Research at Southern
Illinois University in Edwardsville.
“St. Louis in the post-Civil War era
was really messed up, and it actually was a very smart move to take
local control away,” he says.
But those days are long over,
and the state has sometimes
interfered politically in the doings
of the local force, which at this
point is a power that’s difficult to
defend. “The city of St. Louis is
justified in asking for the return of
local control,” Theising says. G

Sofa, So Good

10

ANGELA BALDRIDGE

There was a whole lot of lethargy at the
Sedentary Parade in Lexington, Ky., earlier this fall. The parade—a wink at the
city being named America’s least active
by Men’s Health magazine—was led by
Mayor Jim Gray (at right, in the bicycle
helmet), who propped his feet up on
a motorized couch and coffee table.
Marching bands in pajamas listlessly
slogged through the parade route, pretending to fall asleep in the street.
The parade ended with a festival on
healthy living, with more than 70 organizations demonstrating calorie-burning
activities like soccer and dance. Gray
told the Lexington Herald-Leader he
agrees the city is “not the healthiest.”
“We’ve got things to work on,” he said.
“Sometimes we have to poke fun at
ourselves to improve ourselves.” G
GOVERNING | Dec em b er 2 0 1 1
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Automating payments to drive innovation
and keep the University of Washington
ahead of the curve.
Opportunity at every step.™
Maintaining a tradition of excellence and innovation is how the University of Washington has built a competitive edge in
education, health care and research. At Bank of America Merrill Lynch, we’re advancing UW’s mission with cutting edge
electronic payments solutions that have enabled the university to eliminate more than 32,000 paper checks annually at no
additional cost. Driving smooth implementation and supplier adoption, we helped UW achieve significant efficiencies and
cost savings while conserving valuable resources and receiving high marks all around.

Visit bankofamerica.com/government for more insight.

“Bank of America Merrill Lynch” is the marketing name for the global banking and global markets businesses of Bank of America Corporation. Lending, derivatives, and other commercial banking activities are performed
globally by banking affiliates of Bank of America Corporation, including Bank of America, N.A., member FDIC. Securities, strategic advisory, and other investment banking activities are performed globally by investment
banking affiliates of Bank of America Corporation (“Investment Banking Affiliates”), including, in the United States, Merrill Lynch, Pierce, Fenner & Smith Incorporated and Merrill Lynch Professional Clearing Corp., all
of which are registered broker-dealers and members of FINRA and SIPC, and, in other jurisdictions, by locally registered entities. Investment products offered by Investment Banking Affiliates: Are Not FDIC Insured y May Lose Value y
Are Not Bank Guaranteed. ©2011 Bank of America Corporation ARD0B3M5
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Elaine Howle

City and county ﬁnances are
already overseen, to a limited extent,
by the state controller and treasurer.
But legislators are hoping the auditor
will be able to spot problems before
they grow into a full-blown scandal, as
happened in the Southern California
city of Bell, where several former
officials have been charged with raiding
the treasury to boost their own pay.
“The fact that she’s very low-proﬁle
may be at the root of her success,” says
Jean Ross of the California Budget
Project, a research group. “People feel
the work may be done for substance’s
sake, rather than seeking headlines.”
12

APIMAGES.COM

FOR SOMEONE WHO wanted to be an
athletic director, Elaine Howle is a pretty
good auditor.
California’s auditor has been quietly
saving the state money for years. As
a result, her office is being given all
manner of new responsibilities. And
it’s become one of the few agencies
in Sacramento that’s still growing.
Howle’s office was tasked by ballot
initiative with setting up the state’s new
redistricting commission. This fall, the
Legislature gave the auditor greater
authority to look into municipal ﬁnances.

Like any good auditor, Howle is
all about substance. Her office hasn’t
reshaped Sacramento, but it’s come
up with plenty of ideas for saving a
few million dollars here and there—by
ending leases on unneeded space for
the Department of Corrections, for
example, or revamping the way nursing
home inspections are conducted.
When Gov. Jerry Brown took office
earlier this year, he asked Howle for
her ideas on how to save much more.
Howle has worked for the auditor’s
office for 28 years, after giving up her
earlier dreams of going into sports
management. (She took over the top
spot back in 2000.) She says she’s
ﬂattered by the additional attention
and responsibility her office is getting.
But she’s wary about taking on more
work. Setting up the redistricting
panel was a huge distraction.
Taking a look at the books of many
of California’s hundreds of cities,
counties and special districts could
mean much more attention diverted
from watchdogging state agencies.
She knew it was a long shot in this
budget environment, but Howle went
to leaders of the Legislature and told
them that if they want her to take on
additional responsibilities, she’s going
to need more resources. The result was
that her staff of 100 auditors is set to
increase by 40 or 50 percent over the
next three years. “I was able to give
the Legislature concrete examples of
our work, identifying areas where the
state could save money,” she says. G

A decade ago, several states and
localities required food stamp recipients
to pass a ﬁngerprint test. At least eight
states and a handful of cities at one time
required ﬁngerprinting as a way to prevent
duplicate applications and curb fraud.
Starting next month, however, only
two jurisdictions will still have ﬁngerprint
requirements on the books—Arizona and
New York City. Texas ended the
practice earlier this year, and
a recently passed California
law ending ﬁngerprinting will
take effect Jan. 1.
Why the shift? For one thing,
critics say ﬁngerprinting is too
costly for governments and has
never been a proven deterrent to
fraud. Moreover, they argue, the requirement
scares off many would-be applicants in need
of assistance. As unemployment and the lagging economy have added record numbers
of Americans to the rolls for assistance programs, states say that doing away with ﬁngerprinting will help them process applications
more quickly, saving money in staff resources
and delivering help more quickly.
In New York, ofﬁcials are at odds
over whether ﬁngerprinting should remain in
place. City Council Speaker Christine Quinn
says the requirement deters some 30,000
low-income residents from accessing the
program, depriving them of $54 million in
federal beneﬁts. But Mayor Michael Bloomberg remains a staunch advocate of the
program, which, according to the city’s
Human Resources Administration, helped
identify 1,900 cases of duplicate applicants
and saved almost $5.3 million last year.

SHUTTERSTOCK.COM

California’s Money-Saving MVP Not-So-Fine Prints

“Since we’re proposing to save citizens’ money,

you’d expect some kind of chorus and music, maybe
a presentation with some plaques and flowers.
... But in my experience, that’s not what you get.”
—Montana Gov. Brian Schweitzer, referring to the Obama administration’s
rejection of his request for a waiver from the federal health-care law to offer
a prescription drug beneﬁt to non-Medicaid patients. | Source: The Washington Post
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One in four
Major Seattle roadways in “serious disrepair,”
according to city transportation officials. One in
every 10 needs to be completely reconstructed.
Total price tag? An estimated $578 million.
—The Seattle Times

“ There’s no asterisk
on citizenship.”
—Michael A. Olivas, an immigration and higher education law professor,
on Florida’s policy of charging out-of-state tuition rates to students who
were born in the state to undocumented immigrant parents.

You typically accumulate wealth
as you age, so it’s not unusual to
ﬁnd older Americans more welloff than their younger counterparts.
But the current income divide
between older and younger
Americans is unprecedented,
according to new analysis from
the Pew Research Center.
Over the past 30 years, incomes in
households headed by someone age
65 or older rose signiﬁcantly, while
incomes for under-35 households
fell. As a result, the age-income
gap is bigger than ever
er before. In
1984, the age-based wealth gap
was 10:1. By 2009, says
ys Pew, it had
“ballooned” to 47:1.

IMAGES: SHUTTERSTOCK.COM. SOURCES: ST. PETERSBURG TIMES, MINNEAPOLIS STAR TRIBUNE, ASSOCIATED PRESS.

Older and Richer

City Planning on the Silver Screen
A unique bus transit system in
Bogota, Colombia. A revolutionary
infrastructure-monitoring center in
Rio de Janeiro. A resident-designed
community safety plan in Cape
Town, South Africa. Those are just
a few of the urban design solutions
explored in Urbanized, a new documentary by ﬁlmmaker Gary Hustwit.

Hustwit, who also directed the
acclaimed 2007 documentary Helvetica,
says he hopes to spur conversation with
his ﬁlm, which examines city planning
challenges from Detroit and Mumbai to
Phoenix and Copenhagen. “I know it’s
sometimes daunting for city government,
because most of the time, their interaction with the public is when the public is

y’re
against what they’re
ays.
doing,” Hustwit says.
rses
Instead, he endorses
amic,
“ﬂipping that dynamic,
nt is really
so city government
at residents
engaged with what
heir dreams for
want—what are their
and getting residents
the perfect city—and
to verbalize that.”” —Ryan Holeywell

THE BREAKDOWN

29 205k 2,733 13
%

$

Predicted increase
in states’ spending
on Medicaid for ﬁscal
2012, according to
an annual report
from the Kaiser
Family Foundation.

14

Estimated annual savings
from Pinellas County, Fla.’s
decision to stop adding
ﬂuoride to its drinking
water, making it the largest
supplier in the eastern U.S.
not to ﬂuoridate its water.

Minnesota state employees
who retired this year, a record
for the state, thanks to an
early retirement health-care
incentive. Some worry about
the state’s ability to replace
the loss of experience.

States that enacted
voter ID laws this year,
which Democrats say
are deliberate efforts
to keep their core voting blocs from casting
ballots in 2012.
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HIGHER QUALITY.
At Ford Fleet, we believe higher quality is in the details. When your
employees are in our vehicles, you can be conﬁdent we’ve left no stone
unturned to ensure those vehicles are reliable, durable and sustainable.
We’re committed to continuous improvement and dedicate ourselves
every day to creating cars and trucks that are greener, safer and
smarter. When it comes to quality, hard work and higher standards are
all we know. Because our ﬂeet is your ﬂeet. Ford Fleet. Get More.

ﬂeet.ford.com
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Politics + Policy

| DISPATCH
By Paul W. Taylor

Fat Chance
ATLANTA—We lost a friend a few weeks
ago. Reg Alcock was a Governing contributor with longstanding ties to the
Harvard Policy Group. A former cabinet
minister in the Canadian federal government, Alcock thought deeply about how
things worked. He helped improve—
even transform—government systems.
But he was tough on his own system:
At one point in his career, he weighed
in at 430 pounds. After repeated health
scares, he lost a third of his weight and
recently told colleagues that he was
feeling great. He died unexpectedly
at age 63.
Alcock will be on my mind as we travel
to Atlanta this month to convene Governing’s inaugural Summit on Healthy Living,
which is a euphemism for reducing obesity.
Our host city is also the home of the Centers for Disease Control and Prevention
(CDC), which has tracked obesity in the
U.S. for more than a quarter century. The
CDC’s longitudinal view is not encouraging. In 1996, there was not a single state
with an obesity rate that was more than
20 percent of the adult population. Today,
there is not a single state with an obesity
rate of less than 20 percent. Three dozen
states are at 25 percent or higher—a dozen
of which are at 30 percent or higher.
Obesity is not the worst diagnosis to
hear—news of other diseases can be truly
devastating—but it can be enough to get
your attention. And that goes double for
morbid obesity, a term that simultaneously
sounds coldly clinical and value-laden.
In the name of full disclosure, that
was my diagnosis. Through more ﬁts
and starts than I care to admit, I have
managed to lose enough weight to drop
the “morbid” designation. But
being merely “obese” is not
a status that provides
much comfort.
16

While the problem—and the magnitude of the problem—is obvious for all
to see, weight is still an intensely private matter. That is at least part of what
makes public discussions so awkward at
best and cringe-worthy at worst.
The weight debate around New
Jersey Gov. Chris Christie’s brief ﬂirtation with presidential politics this fall
went beyond concerns about the governor’s health or the societal costs of
treating obesity. Noted national columnists advanced a too-fat-to-be-president
narrative, implying that obesity reﬂects a
moral failing and that the obese lack the
character to lead.
Such overdrawn conclusions have
been the bane of the fat acceptance
movement, which has fought weight discrimination for more than four decades.
But its messages have become muddled
over the years, with critics charging that
acceptance has been confused with promoting unhealthy lifestyles.
This challenge, along with stereotypes, has been a boon for the weightloss industry, with sales estimated at
$3.3 billion for 2011, but it also has
made public policy decisions all the
more difficult. A George Washington

University study in 2010 found that only
eight states ensure coverage of comprehensive obesity treatments for adults
through Medicaid or private insurance.
Most states allow obesity to be used in
adjusting rates or, in some cases, denying coverage by private insurers.
That may leave an individual’s decision about eating less and exercising
more as the best hedge against heavily
processed and marketed foods on one
hand, and a complex array of treatable
(even preventable) medical problems on
the other. To aid prevention and mitigate
costs, policymakers face growing pressure to use taxation and regulation to
reduce the cost of foods that are better
for us while increasing the cost of the
rest. The policy discussion also extends
to the indirect effects of aligning public
transportation, safety and education to
encourage healthy living.
It is a broken and disjointed system,
but it’s a system just the same. We must
continue the hard work of ﬁxing the
component parts, and changing our personal behaviors, with the overall system
in mind. G

SHUTTERSTOCK.COM

Our national obesity problem has become both political and personal. Let’s ﬁx it now.

Email ptaylor@governing.com
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Ingenix is now
OptumInsight
We help make the health system work better—for everyone.

Now, more than ever, government agencies rely on us to help them solve their
most pressing health system challenges. For years you knew us as Ingenix. Now,
to offer you efﬁcient and integrated solutions that create sustainable change,
Ingenix is OptumInsight™.
Together with OptumHealth™ and OptumRx™, we offer unmatched expertise
and understanding of the entire health system with a broad range of advanced
analytics, technology solutions, health and pharmacy management services,
and consulting capabilities to form Optum—a leading health services business.
With this change, we’re helping to shift the focus to the individual, where it

Discover how Optum can
help your state address
its critical issues.
Learn More
Sign up for upcoming webinars
and download new white papers
by visiting www.optuminsight.com/
sustainablechange.
866-306-1317
discover@optum.com

should be. Our comprehensive solutions help agencies:


Simplify complex administrative processes



Boost program integrity



Enable interoperability across all systems



Stretch shrinking budgets



Understand high-risk populations



Improve the quality of care

now
part of
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Politics + Policy

| POTOMAC CHRONICLE
By Donald F. Kettl

Tug-of-War Federalism
Everybody says they want fewer mandates. But do they really?

arack Obama and the ﬁeld of Republican presidential
challengers have crossed swords on lots of issues, but
their battles over the future of federalism are epic.
It’s partly about money, partly about control and fundamentally about the effort to ﬁgure out how to “promote the
general welfare,” as the preamble of the Constitution puts it.
On the front line of the battle are mandates: whether the feds
or the states ought to call the shots. Both the Democrats and
Republicans want to ease up on mandates, but for different programs and for vastly different reasons.
Obama has proposed easing the pressure on the states building from No Child Left Behind, one of the George W. Bush
administration’s signature accomplishments. As tough performance deadlines for math and reading draw near in 2014, state
and local education officials are worrying that many schools
will fall short. In September, Obama pointed to University Park
Campus School, in Worcester, Mass., as a case in point. Every
student who graduated from the school in the past three years
went to college, but the school still fell short of No Child Left
Behind’s targets. That meant the school was “labeled a failure,”
Obama pointed out, despite its successes. “That’s not right,” he
said. “That needs to change.”
So Obama proposed that states should be able to seek waivers from some of the law’s performance requirements, in
exchange for creating tough teacher-evaluation systems and
school-designed accountability systems. Republicans countered
that Obama was trying to rewrite the law through administrative
ﬁat. “This sets a dangerous precedent,” Republican John Kline of
Minnesota, chair of the House Education & the Workforce Committee, told The New York Times.
But some Republicans have pushed their own waiver proposals for the new health-care act. Former Massachusetts Gov. Mitt
Romney, for example, said at the Sept. 20 GOP debate that as pres-

SHUTTERSTOCK.COM
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ident he’d direct the feds to “grant a waiver from Obamacare to
all 50 states.” Other Republicans have pushed rollbacks for different federal health programs. Minnesota Rep. Michele Bachmann
voted in 2007 and 2009 against expanding the Children’s Health
Insurance Program (CHIP). Texas Rep. Ron Paul opposed more
money for CHIP as well. Businessman Herman Cain and former
Utah Gov. Jon Huntsman both favor ending the federal Medicaid
mandate and turning the program into a block grant to the states.
Texas Gov. Rick Perry has proposed having his state opt out of
Medicaid completely.
Some of this is obvious partisan politics. It’s no surprise that
Obama would like to knock the legs out from under a Bush administration program, and that the Republicans are arguing for state
sovereignty in some of the Democrats’ cherished federal entitlements. But it goes much deeper. What most unites the Republican
candidates has been an attack on government—mostly the federal
government. With federal policies from health to immigration
under assault in many states, the Democrats are ﬁghting to keep
a federal foothold in the programs they care most about.
Big elections are about big ideas, and 2012 is undoubtedly a
big election, with the balance of power in federalism at the core.
But lurking behind that big question are even bigger puzzles that
cut right to the heart of government’s role. When problems happen, whose job is it to solve them? And when government is the
answer, just how far should it go?
For example, who’s in charge of addressing disasters that
strain local ﬁrst responders? This summer, ﬁerce brush ﬁres
ravaged central Texas. Republicans took a break from attacking
big government to challenge the U.S. Forest Service’s decision to
terminate an air tanker contract, saying that the feds had arbitrarily pulled federal assets off the front lines just when Texas
residents needed federal help. Forest Service officials, looking
back at a series of air tanker crashes in recent years, countered
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| FEDWATCH
By Ryan Holeywell

Out of Sync

that the company had not met its obligations to ensure that the tankers were safe
and airworthy. Antigovernment fervor
sometimes melts away when ﬂames are
licking at a community’s front door.
And who should pay the costs of
long-term care? It’s one thing to debate
whether the states or the feds should be
in charge of Medicaid, but behind the battle is a huge challenge. More of the elderly
are living longer, outlasting their savings
and drifting into a world where they can’t
take care of themselves. Medicaid ﬁnds
its budget increasingly drained by nursing home costs for the poor elderly, and as
the baby boomers age, there’s no easy way
out of the dilemma. No one, feds or states,
has enough money to cover the costs of
this program as it’s now operating. The
Democrats are championing the entitlement without confronting the choices it’s
bringing in the years ahead.
The mandate battle is surely important—it deﬁnes who gets to make the call.
It also echoes the ringing rhetoric that has
shaped generations of American history.
But it doesn’t begin to get at the core questions about 21st-century America—what
government should do and how to pay for
it—that whomever is elected in 2012 will
have to face. G

Ask 20- and 30-somethings where they want to live and chances are they’ll say
the city. For younger people (and many other Americans, for that matter), the
house on the cul-de-sac in the suburbs is no longer the dream. Instead, they
want to live in urban communities near work and play. But national housing policy
hasn’t kept up, and now advocates are pushing the federal government to do
away with practices they say discourage the type of walkable, sustainable communities—think condos on top of coffeehouses clustered around transit stops—
that a growing number of Americans desire.
As it stands, the Federal Housing Administration, Fannie Mae, Freddie Mac and
several U.S. Department of Housing and Urban Development (HUD) programs
each limit the nonresidential portion of developments they insure to anywhere
from 15 to 30 percent of a project’s value. The reasoning behind the caps comes
from the 1930s, when the country was embracing single-use zoning. Today, critics
argue, the caps inhibit some types of walkable neighborhoods and mixed-use
developments, because private lenders take their cues from federal requirements.
The Congress for the New Urbanism, the National Association of Realtors and
the National Association of Home Builders last month met with federal Treasury
and HUD officials to encourage them to raise the caps.
William Tuyn, a board member with the National Association of Home Builders,
says it’s ironic that the caps seem to conflict with sustainability programs
the federal government promotes. Both he and John Norquist, president and
CEO of the Congress for the New Urbanism, say the rules could be changed
administratively, without legislative action.
Federal officials will likely want to see more data before making such a
significant shift in their policies. After all, the focus of agencies like HUD is
housing—not commercial real estate—and that’s where their expertise lies.
“Philosophically we’re in the same place,” says Raphael Bostic, HUD’s assistant secretary for policy development and research. “We want to get the same
types of buildings built. But we have to do it within the constraints of our business model.”
Norquist says city governments have a big stake in the eventual outcome of the
debate. In addition to helping create desirable places to live, raising the caps—or
eliminating them altogether—could also help mitigate the risk of some developers
by helping them diversify a project. The priFind out what the
feds are up to at
vate sector is taking on the issue because
governing.com/fedwatch
it will profit by giving consumers the type
of housing they want. “The private sector recognizes that people are
diverse,” Tuyn says. “Their needs are diverse. The last thing any
builder wants is a policy that mandates one type of development
pattern over another.” G
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Federal housing policy hasn’t kept up with trends.
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Politics + Policy

| HEALTH
By David Levine

Insurers Without Borders
The Republican presidential debates reintroduced an old idea: cross-border insurance.
ne of the earliest hiccups in Texas Gov. Rick Perry’s
bid for the Republican nomination came in September,
when opponents brought up his endorsement, in 2001,
of a study to create a binational U.S.-Mexico health
insurance plan. That controversy quickly faded behind others, but
it left a big question hanging: Whatever happened to the idea, one
that seemed both to help a needy population and tickled the fancy
of a very right-of-center politician?
Nothing happened. Not in Texas anyway. Yet the study, which
Perry called an “important” look into the feasibility of private sector, binational health insurance that could “treat maladies unique
to this region,” actually found much to like about the idea.
According to the Texas Interim Committee on Binational
Health Beneﬁt Plan Coverage, “The development of an affordable health insurance product could result in a number of cost

was unsafe. That opinion isn’t held by everyone though. “Most
middle-class Anglo-Americans are pleased with health care in
Mexico,” says Sarah Horton, an assistant professor of anthropology at the University of Colorado at Denver, who researched the
issue. “They felt Mexico gave them access to more services and
greater quality of care—better than they could afford in the U.S.”
Cross-border insurance has been around since the 1970s,
mostly in California where it was informally offered. In 1996 the
California Department of Managed Health Care and the Mexican
government created Sistemas Médicos Nacionales, S.A. de C.V.,
the ﬁrst Mexican HMO, which provides citizens legally employed
by California companies the option of receiving their health care
in Mexico. There are a few other private-insurance plans like this
available as well. But they are limited in size, scope and coverage.
“It’s not readily available to anyone who wants it,” Horton says.
But the demand for binational plans exists. “There are
enough people who cross the border totally legally and
appropriately, and a product would be helpful and attractive to them,” says Anthony Wright, executive director
of Health Access, a California consumer advocacy coalition. “The thornier issue is, how do you make that work?”
Among the many problems are signiﬁcant cost differences
between the two countries, drug-related violence in Mexico, the powerful medical lobbies and the fractious U.S.
immigration policy.
Advocates haven’t given up, though. The Mexican
Texas Gov. Rick Perry
Health Ministry has pilot projects in Iowa and North Carolina working with community health delivery systems to
once supported a
address access to care, says Gil Ojeda, director of the Calibinational health
fornia Program on Access to Care, a public service program
insurance plan.
for immigrants and the working poor based at the University of California, Berkeley. “There is no good operational
savings for Texas.” It could replace Children’s Health Insurance
model yet,” Ojeda says. “The issue is always money. Unless the
Program coverage for a portion of participants and “therefore
government gets involved, it is hard to do.”
Yet, if there is a proﬁt to be made, a way will be found, advosave both federal and state money.” It could reduce the amount
of uncompensated health care signiﬁcantly: “If even 30 percent
cates argue. “Actually, retirees—both Mexican- and U.S.-born—
of the uncompensated care provided in 1997 were to be paid for
may drive this,” says David Warner, a professor of Public Policy at
under private insurance, the reduction would be $180 million,”
the Lyndon B. Johnson School of Public Affairs at the University
the report found. And it could lead to a healthier workforce,
of Texas. As they look for affordable places to retire, they will join
which in turn would increase productivity and the state’s overall
the many millions of working Mexicans—legal or not, insured or
economy. “It is not possible to precisely quantify the cost savings
not—who would happily purchase binational coverage. “These
due to these measures,” the report concludes, “but the savings
people all live within a few hours of the border and are comfortcould be signiﬁcant.”
able getting health-care services in Mexico,” Warner says. “There
So why didn’t the idea grab the Lone Star State’s fancy? Well,
is a market for some kind of product.” G
Texas’ medical lobbyists didn’t like the competition from less
costly Mexican providers, and argued that Mexican medicine
Email levkern@nycap.rr.com
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Politics + Policy

| GREEN GOVERNMENT
By Elizabeth Daigneau

Greening the Corporate Bottom Line
Some states are empowering companies to prioritize sustainability over shareholders.
s this fall’s Occupy Wall Street protests showed, there’s
a vocal slice of the population that’s dissatisﬁed with
the nation’s current corporate culture. They’re tired of
“corporate greed,” they say. Tired of businesses pursuing ﬁnancial gain above all else.
The problem is that most corporations are actually legally
bound to act in their own ﬁscal self-interest. If a company doesn’t
seek to maximize proﬁts, it could be subject to lawsuits from
shareholders. That can make it difficult for a corporation that
wants to make decisions based on, say, what’s best for the environment, rather than what’s best for their own bottom line.
That could change. A small but growing number of states have
passed legislation recognizing a new type of company, known as
a “beneﬁt corporation.” Unlike traditional commercial ﬁrms,
beneﬁt corporations, or B Corps, must create a material positive
impact on society. In other words, they must consider how their
decisions affect employees, the community and the environment—not just the ﬁrm’s proﬁt margin.
That’s a vital distinction from typical corporations, says
Erik Trojian, director of policy for B Lab, a Pennsylvania-based
nonproﬁt. “A corporation has one responsibility, one purpose:
to maximize proﬁt. In order to grow this market—what we call
‘socially conscious businesses’—you have to alter the current corporate law. And that’s where beneﬁt corporations come into play.”

FLICKR/TONY

A

Trojian’s organization is looking to carve out a legislative niche
for B Corps, to provide legal protection for directors and officers
as they pursue nonﬁnancial social and environmental goals. To
that end, B Lab has created model legislation for states to formally recognize B Corps, which number around 500 in the United
States right now. Six states—California, Hawaii, Maryland, New
Jersey, Vermont and Virginia—have already passed B Corps legislation based on B Lab’s model bill. And it’s being considered
by legislatures in Colorado, Michigan, New York, North Carolina
and Pennsylvania.
In exchange for the special designation, beneﬁt corporations
must present an annual public report that assesses their social
performance against a third-party standard. For example, if a
company builds a sustainable headquarters that harvests solar
energy for heat and power, it can use the U.S. Green Building
Council’s LEED certiﬁcation as an independent standard.
What the legislation doesn’t do is provide tax beneﬁts. So
what’s in it for B Corps companies? “It provides market distinction, a way to separate yourself from other companies,” Trojian
says. “The legislation isn’t saying these are better businesses.
Ultimately that will be up to the marketplace. If these companies
grow, their impact will grow.” G
Email edaigneau@governing.com
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| ECONOMIC ENGINES
By Alex Marshall

Lessons from Big Roads
For passenger rail to succeed, it needs a well-structured bureaucracy.
or those who support and believe
in the possibilities of train travel
in this country, these have been
frustrating times.
After having our hopes raised by
President Obama, who managed after
being elected to get a Democratically controlled Congress to appropriate more than
$10 billion for high-speed rail, the
new, more Republican-oriented
Congress has granted virtually
nothing to intercity rail travel,
although Amtrak funding continues. Once again, the future
of better intercity train travel
in this country is in doubt.
And state and local officials
are left to scramble, dealing
with on-again, off-again
funding and policy.
Why is it so hard to get
sustained and steady commitment, within a coherent policy framework, for
fast and efficient train
service in this country?
Many, many other countries have done it. Why
can’t we?
To answer this question,
it’s worth reading an excellent new book on what may
seem at ﬁrst an unrelated subject. The
Big Roads, written by Earl Swift, an old
colleague of mine from when I worked
at The Virginian-Pilot, covers the American experience of building millions of
miles of roads across the country over
the last century.
Although we take this network of
roads and highways for granted now, it
was not an easy task. Nor was there necessarily one way to go about it. Local, state
and federal governments, along with
private interests, debated and studied
different ways of planning and build-
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ing roads, including how the necessary bureaucracy should be structured.
Should counties, states or the federal
government take the lead? The current
mix—strong state road-building departments with federal supervision and
local consultation—was not a foregone
conclusion.

The book explains why bureaucracy
matters. While Ford and General Motors
were getting the headlines in the 1920s, it
was local, state and federal officials that
were substantially shaping the country’s
road network.
One of the best of these public officials
was Thomas H. MacDonald, the head of
the Bureau of Public Roads—today’s U.S.
Department of Transportation—from
1919 to 1953. MacDonald was an engineer and a bureaucrat’s bureaucrat. He

was modest, self-effacing and amazingly
competent. He let politicians take the
credit even while his accurate and comprehensive research led them by the nose
to particular conclusions, such as with his
agency’s landmark 1939 study discouraging pay-per-use roads. In MacDonald’s
opinion, says Swift, free roads “were a
birthright akin to free public schooling.”
But what does this have to do with
train travel? In the last century,
local, state and federal governments not only built roads,
they built up departments
of transportation to plan,
construct and manage
those roads. This took a
long time, and was more
important really than
the asphalt and pathways
of the roads themselves,
because without this policy
infrastructure, the physical infrastructure could not
have happened.
The tiny Bureau of Public
Roads started in the late 19th
century under the federal
Department of Agriculture,
after lobbying by bicyclists,
eager for paved surfaces, led to
its creation. In the early decades
of the car, it appeared that private interests might take the lead in
constructing a road network. Take 1913’s
Lincoln Highway, which stretched
from New York to San Francisco. It was
planned by a private group but built with
a combination of funding from public and
private sources.
After World War I, support grew for
government to take the lead, but who
would be in charge? There were big
turf battles. Some wanted a network of
national roads built and owned by the federal government. The Federal Highway
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| URBAN NOTEBOOK
By Tod Newcombe
Act of 1921 resolved these questions by
setting up the system of state-owned but
federally coordinated road networks that
we still have today. Each decade, major
policies frameworks had to be set, including, for example, whether U.S. highways
should have names or numbers.
We are just beginning to go through
this with high-speed train travel. We have
only a rudimentary public bureaucracy
dedicated to train travel. This is because
in the 19th century, the United States was
unusual in encouraging private railroad
companies to take the lead in mapping,
building and controlling our train routes.
This was a fateful decision.

The Trouble With Pedestrian Malls
Once popular, these car-free zones are slowly disappearing from
the urban landscape.

“

Other industrializing countries, such
as France, Germany and Great Britain, had
government take the lead, even if private
companies were involved. These public
bureaucracies stayed in place and evolved
over the 20th century, which made building the higher-speed trains and networks
in the modern era possible. (To read more
on this experience, visit: www.lincolninst.
edu/pubs/1948_High-Speed-Rail.)
The more I study transportation, the
more I’m convinced that bureaucratic
infrastructure is more important than
technological infrastructure. If we are to
improve train travel in this country, then
we will have to devote effort to adapting
institutions such as Amtrak, the Federal
Railroad Administration and countless
state transportation departments, now
largely oriented toward highways, to the
task of planning and constructing regional
high-speed train networks.
With luck, we’ll get there. G
Email alex@rpa.org

FLICKR/CHRIS BARTLE

Bureaucratic
infrastructure is more
important than technological infrastructure.

Buffalo’s 25-year-old pedestrian and transit-only mall has a problem: As in so many
similar spaces across the country, there just aren’t enough pedestrians. So the city
in upstate New York has applied for a federal grant to turn the mall back into a road.
Exit people. Enter cars.
Buffalo isn’t the only city to toss in the towel on car-free streets. Sacramento,
Calif., which has a shared pedestrian and transit mall that dates back more than
40 years, has recently let cars back onto K Street. In recent years, many mid-sized
cities like Eugene, Ore., and Raleigh, N.C.,
Denver’s 16th Street Mall
have turned away from pedestrian malls,
as have big cities, such as Chicago and
Washington, D.C.
America’s ﬁrst downtown pedestrian
mall appeared in Kalamazoo, Mich., in
1959. At their height, more than 200 cities blocked off traffic in prime downtown
business districts in hopes that by removing cars and trucks, people would ﬂock to
the city and bring life to retail and business districts facing decline.
But many of the pedestrian malls were
ill-planned and had little purpose. Because
so few people lived downtown, the malls
became lifeless after work, attracting
crime and loiterers, rather than large
crowds. According to some estimates, of
all the pedestrian malls that have dotted
American cities in past years, fewer than
15 percent remain today.
Not all malls have failed. Denver has a
thriving pedestrian mall, as do the smaller
cities of Charlottesville, Va., and Burlington, Vt. New York City’s pedestrian mall
in Times Square was initially viewed as temporary, but became permanent after it
proved popular with pedestrians and successful at cutting Midtown car congestion.
Overseas, European cities like Barcelona have had great success with car-free zones.
“I don’t think the idea of separating people from cars in cities is a failed concept,” says Yonah Freemark, who has written extensively about pedestrian malls for
various publications. Cities that have growing residential populations in downtown
areas as well as hubs of activities can generate the kind of traffic that makes a mall
thrive. Cities that lack downtown populations have also found that creating temporary pedestrian places can bring a buzz and excitement that people expect to ﬁnd
when they visit a city. Malls can work, if done the right way, explains Freemark. Just
don’t take the cookie-cutter approach to building malls as so many cities have—with
disappointing results.
“Cities that are taking out malls now will rethink their decision 30 years from
now,” predicts Freemark. “We have to learn that having cars on all streets is not the
right idea for cities.” G
Email tnewcombe@governing.com
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RED
STATES,
GREEN

JOBS
The South has more green jobs than
any other region. But will politicians
keep investing in something many
Southern voters don’t believe in?
By John Buntin
24

Photographs by David Kidd
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Seth Medina, construction
manager for Chattanoogabased Signa Energy,
oversees work at the West
Tennessee Solar Farm
near Memphis.
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R E D S TAT E S , G R E E N J O B S

avid Kiss looks out with satisfaction across the
ﬂoor of the 110,000-square-foot solar panel factory he runs: An assortment of people, robots
and advanced machinery are turning the
180,000 solar cells that arrive every morning
into approximately 3,000 solar panels that ship
out at the end of every day. The plant is owned by Sharp Electronics, the Japanese manufacturing conglomerate. Previously, Sharp
made color televisions in the factory. But after it moved television
production to Mexico in 2000, Sharp repurposed this plant for the
post-carbon future. In 2002, the company sent Kiss, a mechanical engineer specializing in factory innovation, to Japan to study
its Katsuragi solar fabrication plant. The following year, Sharp
opened the factory, its ﬁrst U.S. solar panel plant. “We’ve been
adding to it ever since,” he says proudly.
Solar panels are heavy—about 43 pounds—so you would think
there would be a competitive advantage to being close to your
market. Yet, although most of the installed solar systems in the
U.S. are in a handful of states—Arizona, California, Colorado,
Nevada and New Jersey—the Sharp factory isn’t in any one of
them. It’s in Tennessee.

D

Sharp isn’t the only company setting up post-carbon factories
in the state. Tennessee is in the middle of a solar boom that is
on the verge of making it a major player in the clean tech economy. North of Nashville in Clarksville, Michigan-based Hemlock
Semiconductor recently broke ground on a 500-acre, $1.2 billion
plant to produce polycrystalline silicon, also called polysilicon,
the base material used for solar panels. Some 3,500 workers are
currently working on the site, which Hemlock officials hope
will start production in a year’s time. In southeast Tennessee, a
German company, Wacker Chemical, is building another billiondollar-plus polysilicon plant, one that will ultimately employ more
than 600 workers. AGC Flatglass, a Belgian company that supplies
60 percent of the world’s solar glass, produces some of that glass in
a factory in the little Tennessee town of Kingsport. And then there’s
Shoals Technologies Group, located north of Nashville, which controls nearly two-thirds of the U.S. photovoltaic wiring market. The
products produced in its factories ﬁnd a home in countries ranging
from Canada and Germany to China and India.
And that’s just the solar industry. Last summer, Nissan began
preparations to ramp up U.S. production of its all-electric LEAF
hatchback with a $1.4 billion investment in a new lithium-ion

Sharp Electronics’ solar panel assembly plant in Memphis has grown from 120 employees in 2006 to about 400 today.
26
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battery plant on the grounds of its 5.4 million-square-foot assembly plant in Smyrna, just south of Nashville. Nissan predicts that
the battery plant and retroﬁtted assembly plant will add up to
1,300 new jobs when operating at maximum capacity. All totaled,
10,000 green jobs will be created in the state between now and
2014, according to a recent report by the Business and Economic
Research Center at Middle Tennessee State University and the
Tennessee Department of Labor and Workforce Development.
Tennessee’s experience with green jobs isn’t unique. The green
economy already employs 2.7 million workers nationwide, half a
million more jobs than the so-called fossil fuel economy. More surprising still, the region with the most green jobs is the South. “It turns
out that the largely ‘red’ South is surprisingly green, at least when it
comes to the production side of the clean economy,” observes Mark
Muro, a senior fellow and one of the authors of a recent report on
green jobs by the Brookings Institution and Battelle’s Technology
Partnership Practice. He notes that of the 21 states with at least
40,000 clean economy jobs, seven are in the South.
The South’s emergence as a green jobs powerhouse raises
several questions. One is about the necessity of policies, such as
renewable energy portfolios and generous rebates that several
states—California, Colorado, New Jersey and New York, among
them—have long insisted are necessary to support the emergence
of green tech companies. The other poses a serious challenge for
Republican governors in states such as Tennessee: Many voters in
Southern states are against federal stimulus programs, deeply suspicious of renewable energy and downright angry about the use
of taxpayer dollars to create green jobs. Yet, the Volunteer State’s
emergence as a potential solar powerhouse has been anything but
accidental. Rather, it reﬂects a concerted effort by former Gov.
Phil Bredesen, a Democrat and Harvard-educated entrepreneur,
to “catapult Tennessee to the front of the emerging solar technology industry,” using federal stimulus money wherever possible.
As stimulus funding winds down and a new administration, led
by former Knoxville Mayor Bill Haslam, a moderate Republican,
settles into office, it faces a question: Can Tennessee—and the
South as a whole—grow a sector of the economy if many of its
voters don’t believe in it?
hat issue is playing itself out 40 miles east of Memphis where, along Interstate 40, a crew of installers
and electricians is hurrying to ﬁnish work on the
West Tennessee Solar Farm. When it’s completed,
the 5-megawatt, 40-acre solar farm will be the largest solar installation in the state, capable of generating enough
electricity to power 2,500 homes. It’s a striking—and unusual—
site. Unlike most solar installations, where lines of solar arrays
stretch across a ﬂat landscape, the solar farm is laid out in a circle,
around an empty knoll overgrown with 6-foot-tall weeds and
grass. As the $31 million solar farm was originally envisioned, the
knoll was intended to be the site of a Tennessee Department of
Transportation rest stop where travelers could learn how solar
power works. But after Gov. Bredesen’s term ended and Gov.
Haslam took office, the rest stop was put on hold.
The West Tennessee Solar Farm was built as part of an
unprecedented, $37 billion surge in federal funding for renew-

T

A solar charging station at Nissan North America’s headquarters in Franklin, a suburb 20 miles south of Nashville.

able energy. Most of that funding came from the passage of the
American Reinvestment and Recovery Act, President Obama’s
stimulus package. Federal grants and tax credits have sparked
explosive growth in both the solar and wind ﬁelds. According to
the Solar Energy Industries Association, the solar market share
of the renewable energy pie grew by 67 percent last year as the
industry added 956 megawatts, enough to power 200,000 homes.
The wind industry also saw a 40 percent surge in market share.
Tennessee shared in the bounty, receiving $62.5 million. Half of
those funds went to the solar farm. The other half went to installation and innovation grants run by the Tennessee Solar Institute, a
joint project between the University of Tennessee and Oak Ridge
National Laboratory.
There was a reason new money for renewable energy was
included in the stimulus package: It was supposed to create jobs—lots of them. The Obama administration promised
5 million new, well-paying green jobs. Nationally, it hasn’t
worked out that way. The Council of Economic Advisers
estimates that the renewable energy portion of the stimulus
package created or preserved 225,000 new green jobs through
the third quarter of 2010. Administration officials expect to
put another 825,000 Americans to work in green jobs by the
end of 2012. Even if they do, though, those numbers fall far
short of the president’s promise.
Part of the problem was clearly wishful thinking about the
country’s ability to build a renewable energy industry. “There are
good reasons to create green jobs,” observed Princeton University
economics professor and former Federal Reserve vice chairman
Decemb er 2 011 | GOV E R N I N G
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Alan Blinder, “but they have more to do with green than with
jobs.” Another part of the problem has almost certainly been the
failure of the federal government to raise the price of carbonbased fuels through either a carbon tax or with a cap-and-trade
system. Most experts agree that without raising the price of
carbon-based fuels, it’s going to be hard to jump-start the clean
economy, particularly with recent discoveries of massive depos-

once had overwhelmingly positive connotations, controversial,
even in states such as Tennessee where the beneﬁts of green jobs
are so palpable. That poses a problem for Bill Haslam.
Tennessee’s new governor proudly pursued DOE designation
while mayor of Knoxville as one of the nation’s 12 Solar America
Cities, proclaiming at the time, “We want to be a leader in clean
technology.” But as governor, he’s stayed away from such rhetoric.
Instead, he and his economic and community
development officials prefer to talk about growing Tennessee’s “advanced manufacturing and
energy cluster.”
“It’s really a difference in language,” explains
Clint Brewer, the assistant commissioner of economic and community development. “I don’t
think [green jobs] has bad connotations. I just
don’t think it’s as accurate as saying advanced
manufacturing or energy. We’re looking at those
investments in a broader sense.”
Haslam’s predecessor, Phil Bredesen, pursued
big deals with companies such as Volkswagen,
Hemlock Semiconductor and Wacker Chemical.
Bredesen says his administration “did not try to
pick technologies.” Instead, it sought to attract a
few big players—“anchor” tenants, as it were—to
create what he says is “a feel and aura that Tennessee is serious about this, that it’s a place where
a lot is going on.”
As an example of how important creating
this aura is, Bredesen recounts a dinner with
“When I talk about the green economy, it’s never in the context of global
visiting Volkswagen executives held at U.S. Sen.
Bob Corker’s house in Chattanooga. Dinner was
warming,” says former Tennessee Gov. Phil Bredesen. “It’s in the context
pleasant but perfunctory until Bredesen started
of, ‘Look, this is a part of the economy that’s going to grow in the future.’”
talking about a joint project between Oak Ridge
National Laboratory and a private company to develop cellulosic
its of cheap natural gas. Most people will simply gravitate to the
ethanol in eastern Tennessee.
cheapest source of energy.
Then there’s Solyndra. The California-based ﬁrm devel“Suddenly they were all ears,” says Bredesen. “It turned out
oped a photovoltaic panel that relied on a source other than
they had this huge interest in green automobiles.” While the
polysilicon, which was expensive at the time. It also looked to
presence of biofuel innovation didn’t win Tennessee Volkswagen
low-cost installation techniques that held out the promise of
Passat’s plant on its own, “there’s no question that it really helped
signiﬁcant cost savings. The supposed technological edge—and
turn the corner to help them take us very seriously.”
the company’s willingness to create hundreds of jobs—made it
But where the Bredesen administration aggressively recruited
a particular favorite of the Obama administration. Through its
out-of-state ﬁrms and lost few opportunities to talk up the green
economy, the Haslam administration has placed more emphasis
loan guarantee program, the U.S. Energy Department (DOE)
provided $535 million to the company; Obama personally vison growing jobs in companies that are already there, in looking at
ited the factory. However, Solyndra was caught unprepared for
those industry clusters where the state has a strategic advantage
and growing those clusters.
a precipitous drop in the price of polysilicon and conventional
solar panels, a drop caused by the entrance of Chinese manu“We feel government doesn’t create jobs,” says Brewer.
“Government helps create a positive environment where jobs
facturers into the market. In August, Solyndra announced that
can grow.” Brewer notes that Tennessee has a big advantage in
it was laying off 1,100 workers and shutting its doors.
Solyndra’s failure put a bull’s-eye on the Obama administraadvanced manufacturing and energy, with two companies—Hemtion’s green jobs program. Conservatives such as former Oklalock Semiconductor and Wacker—making massive investments.
homa Rep. Ernest Istook, now an analyst with the conservative
He wants growth to be driven by the private sector. “It’s not about
Heritage Foundation, declared that green jobs “are about governthe solar industry. It’s about market demand for private investment subsidies, cronyism and job cannibalism.” The libertarian
ment and about businesses wanting to do business in Tennessee.”
Cato Institute criticized what it called “the false dream” of a green
The new administration’s emphasis on growing in-state
jobs is a reasonable one. The economic literature suggests that
economy. The controversy made “green jobs,” a phrase that had
28
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Breaking Down Green Jobs

Clean
Economy
Jobs, 2010

Metro Areas With Fastest Job Growth

Knoxville, Tenn.
Raleigh-Cary, N.C.
Des Moines-West Des Moines, Iowa
Little Rock-North Little Rock-Conway, Ark.
Albany-Schenectady-Troy, N.Y.
Ogden-Clearﬁeld, Utah
McAllen-Edinburg-Mission, Texas
Tulsa, Okla.
Toledo, Ohio
Albuquerque, N.M.

Avg. Annual
Change,
2003-2010 (%)

Clean Share
of All
Jobs (%)

14.6
13.7
11.4
10.5
8.8
8.6
8.5
8.3
8.1
7.8

4.9
3.3
1.6
3.4
6.3
1
1
1.7
3.9
2.6

16,135
16,677
5,256
11,934
28,087
2,111
2,203
7,130
11,831
9,912

5.2%

5.3%

Earlier this fall, the Brookings Institution’s Metropolitan Policy Program and the
Battelle Technology Group released a groundbreaking report, Sizing the Clean
Economy (available online at www.brookings.edu/metro/Clean_Economy). Among
the report’s most notable results was the ﬁnding that what Brookings calls “the
clean tech economy” already employs 2.7 million Americans. Here are some
of the other highlights.

13.1%

20.3%

2.7 million Americans

19.3%
17.9%
18.9%
Greenhouse Gas
Reduction and
Environmental
Management

Albany, N.Y.

Seattle, Wash.

• Fuel Cells
• Professional Energy Services
• Wind

• Green Architecture and Construction
• Professional Environmental Services
• Smart Grid

Waste Management
and Recycling
Chicago, Ill.
• Professional Energy Services
• Professional Environmental Services
• Wind

• Pollution Reduction
• Professional Environmental Services
• Recycled-Content Products

San Jose, Calif.
• Energy-Saving Consumer Products
• Fuel Cells
• Solar Photovoltaic

Agricultural and
Natural Resources
Conservation

Pittsburgh, Pa.

Knoxville, Tenn.

Energy and
Resource Efﬁciency

• Professional Energy Services
• Remediation

Los Angeles, Calif.

Little Rock, Ark.

• Organic Food and Farming
• Professional Environmental Services
• Solar Thermal

• Green Consumer Products

Public Mass Transit
Atlanta, Ga.

Renewable Energy

• Battery Technologies
• Green Architecture and Construction
• Green Building Materials

Compliance
and Training

Houston, Texas
• Energy-Saving Building Materials
• Professional Environmental Services
• Renewable Energy Services

Average Annual Clean
Economy Job Growth, 2003-2010
-0.3% - 2%

4.1% - 6%

2.1% - 4%

6.1%+

View data on green jobs and an interactive map of Tennessee at governing.com/greenjobs
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once states achieve a certain concentration of industry, they’re
better off growing existing clusters rather than paying hefty
incentives to lure in big ﬁrms from outside the state. But it’s not
clear that capturing the next economy works that way. Consider,
for instance, the deal-making that went into Tennessee’s pursuit
of Hemlock Semiconductor. The Clarksville-Montgomery County
area offered some notable attractions to Hemlock. One, ironically,
was access to cheap power. Purifying polysilicon from metallurgical-grade silicon to silicon that is 99.9 percent pure—the standard
necessary for efficient solar panels—is extremely energy intensive.
Tennessee is in a position to deliver massive quantities of energy
cheaply thanks to the presence of the coal and hydropower plants
of the Tennessee Valley Authority (TVA), a public utility.
Another attraction was Fort Campbell. Retiring military personnel made for an attractive workforce. But Hemlock’s decision
to locate in Tennessee didn’t happen naturally. Talk to officials in
Clarksville and Montgomery County and it quickly becomes clear
that it was the result of intense deal-making by Clarksville Mayor
Kim McMillan and Montgomery County Mayor Carolyn Bowers—
deal-making that included but went beyond the standard types of
incentives that states routinely offer big companies to relocate.
To address concerns about the workforce knowledge base, for
instance, at the two mayors’ request, the Bredesen administration
shook loose more than $4 million in state funds to build a chemi-

cal engineering certiﬁcation program at Austin Peay University.
(The company contributed $2.3 million worth of equipment so
that students could train on machinery that would approximate
the equipment in the plant.) Although precise ﬁgures aren’t available, the Nashville Business Journal recently estimated that more
than $300 million in tax credits and infrastructure improvements
had gone to Hemlock and Wacker Chemical, which is building a
similar plant in southeastern Tennessee.
Proponents of Tennessee’s renewable energy economy believe
that the presence of Hemlock and Wacker, as well as companies
like Sharp, Shoals Electronics and AGC Flatglass, will attract
other solar companies to Tennessee, much as Nissan’s decision
to open its ﬁrst assembly plant in Smyrna in the early 1980s led
to the growth of a local auto supplier chain.
Still, there are reasons for spreadsheet folks to be nervous.
Polysilicon prices on the spot market have been falling dramatically as new entrants from China enter the market. Dow Corning
and Hemlock Semiconductor spokesman Jarrod Erpelding insists
the company is in the solar business for the long haul. Most of
the polysilicon is sold on the basis of stable, long-term contracts.
As for the competition from China, Erpelding acknowledges the
challenges posed by new entrants into the marketplace—by some
estimates, as many as 100 new polysilicon producers—but cautions that “this is a very complex and capital-intensive process.”

Clarksville and Montgomery County mayors Kim McMillan (left) and Carolyn Bowers worked with state ofﬁcials, the Tennessee
Valley Authority and a local university to lure Hemlock Semiconductor to a 2,000-acre site east of Clarksville.
30
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“We feel like we can compete,” Erpelding says. “That’s what
is important to us.” However, he emphasizes that government
support for the industry in the form of tax credits for advanced
manufacturing operations and to prompt installation plays a
role. “The U.S. isn’t even in the same ballpark as far as what other
countries have done to support their solar industries,” notes
Erpelding. “While the U.S. has certainly made some steps, it’s
impossible to compare it with what countries like China and
Germany have done.”
Gil Melear-Hough, the president of the Tennessee Solar
Energy Industries Association, puts it more bluntly: “U.S. government policymakers may not believe the green economy is coming,
but the Chinese sure do. They want to own it.”
ome states, most notably California and New York,
have attempted to compensate for the lack of federal
action by acting on their own. Last month, California
became the ﬁrst U.S. state to implement a mandatory cap-and-trade system. It’s the centerpiece of
the effort mandated by the state’s groundbreaking global warming
legislation AB 32 to reduce California’s carbon emissions to 1990
levels by 2013. But that’s just part of California’s efforts. Earlier
this year, Gov. Jerry Brown signed a law that requires California
utilities to generate one-third of their total power from renewable
sources by 2013. It’s part of Brown’s pledge to create 500,000 clean
tech jobs (and add 20,000 megawatts of renewable energy to the
grid) by the end of the decade.
So far, it hasn’t paid off. “[T]he results,” opined The New York
Times in a recent article on San Jose’s struggle to jump-start the
solar economy, “suggest such numbers are a pipe dream.” Still,
with more than 300,000 green jobs, California has more people
working in the clean tech economy than any other state, and the
scale of the projects under way in the Golden State dwarf anything envisioned for Tennessee. This summer, Brown attended
the groundbreaking of the Blythe Solar Project in the Mojave
Desert. Upon its completion, the 1,000-megawatt solar plant will
generate enough electricity to power half a million homes. That’s
nearly 200 times the size of the West Tennessee Solar Farm.
Still, Bredesen and his successor agree on one thing. Tennessee shouldn’t implement the kinds of ambitious renewable energy
targets that states like California and New York have enacted,
even if its politicians were willing. Putting these renewable standards in place, says Bredesen, encourages a very speciﬁc thing:
the production of green energy. But he wants Tennessee “to be
the state that builds everything and sends it to them.” It’s not clear
that the state’s renewable industry can grow solely by counting on
other states to shoulder the burden of higher energy costs. The
time is coming when Tennessee itself may have to make some
tough decisions about its solar future.
Federal stimulus funding is running out. The future of the
Tennessee Solar Institute is uncertain. While administrators at
the University of Tennessee and Oak Ridge National Laboratory express optimism that funding will be found, legislators
would have to agree to appropriate money, and their willingness
to do so is uncertain. That worries Steve Johnson, the owner of
LightWave Solar, a solar installation company south of Nashville.

S

Jaime Taylor, the dean of the college of science and
mathematics at Austin Peay University, shows off the
equipment donated by Hemlock Semiconductor.

Johnson founded LightWave Solar ﬁve years ago in a barn behind
his house. “In 2006 there was nothing happening in Tennessee,”
Johnson says. “Some off-grid solar up in the mountains in people’s
cabins, that was basically it. I was told that I wouldn’t be able to
keep a truck and two men busy, and that was quite true.”
But Johnson stuck with it. Today, he has 59 employees, a number that has doubled every year. Six of his employees have moved
to Tennessee from other states to work for LightWave. “If we can
keep growing,” he says, “we will keep hiring.” But he worries that
if incentives expire and the TVA trims its modest energy rebate
program, “installation could come to a crashing halt.”
His company is living on grants from an old program and once
that ﬁnishes, he isn’t sure what the future will be. “There is no
incentive from the state at all. It has always been federal money.”
The state, he points out, has no renewable portfolio standard.
To help his industry, the state could mandate that the TVA provide 3 percent solar in their energy mix. It could also remove
property tax from solar equipment.
Tennessee has not done any of that, nor is it likely to. “This is a
business with a real future, a worldwide future,” Johnson says. “I
don’t think they have the vision for what it could be.” G
Email jbuntin@governing.com
See expanded coverage and more photographs
of Tennessee’s green economy at
governing.com/greenecon
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BY ALAN GREENBLATT

RIGHTMINDED

A CONSERVATIVE POLICYMAKING GROUP IS ENJOYING
A NEW WAVE OF INFLUENCE—AND CRITICISM.
ALEC IS AT THE TOP OF ITS GAME.
For decades, the American Legislative Exchange Council has been a force in shaping conservative policies at the state level. Today, its impact is even more pervasive. Its
legislative ideas are resonating in practically every area of state government, from education and health to energy, environment and tax policy. The group, which brings together
legislators with representatives from corporations, think tanks and foundations to craft
model bills, has rung up an impressive score. Roughly 1,000 bills based on ALEC language
are introduced in an average year, with about 20 percent getting enacted.
Its very success, however, is beginning to prompt a backlash. While it has long been
the target of ideological opponents, many media outlets are now portraying it as a kind of
cabal that is secretly pulling the strings in state capitols nationwide. More recently, ALEC
has become part of the broad litany of complaints among those castigating corporations
for gaming democratic institutions in their favor.
ALEC officials, needless to say, scoff at such characterizations. But they recognize
how potent they can be, given the growing anticorporate populism exempliﬁed by the
Occupy Wall Street movement. For the organization, it’s a bigger public relations headache than it’s ever experienced before. “The hook about some conspiracy or some secret
organization,” says Chaz Cirame, ALEC’s senior director of membership and development, “is a lot better story than one about bringing state legislators together to talk about
best practices around the country.”
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Ron Scheberle,
ALEC executive
director
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R I G H T- M I N D E D

Regardless of the looming PR challenge,
ALEC’s own success is prima facie evidence
of its growing inﬂuence. Its support for
limited government and fewer regulations
resonates with many state officials in the
wake of the sweeping victories enjoyed by
“We have just never
Republicans last fall. “The elections did
had the resources that
have a huge impact in terms of membership
they do,” says Wisconsin
and ﬁnancial support for the organization,”
state Rep. Mark Pocan,
says Duane Parde, president of the National
a Democrat. “We have
Taxpayers Union and a former ALEC official.
a barking Chihuahua
“ALEC was well positioned.”
compared to an
These days, you can hardly think of a
800-pound gorilla.”
front-burner issue in states in which ALEC
doesn’t play an important role:
Health care: ALEC’s State Legislators
Guide to Repealing Obamacare has served as a
template. Legislators have introduced countless bills based on ALEC language to block
implementation of the 2009 federal healthcare law. Approaches vary, from trying to block
states from applying for federal grants to calling into question the mandate for individuals
to purchase health insurance. The organization recently approved a resolution decrying
the requirement that states set up health insurance marketplaces known as exchanges.
Versions of ALEC’s Freedom of Choice
in Health Care Act, a direct challenge to the
federal law, have been introduced in more
than 40 states. Measures have passed in
about a dozen. Next year, such measures
will go before voters in Alabama, Florida,
Montana and Wyoming. “It’s really no secret,” state Sen. Jane
tus of people suspected of being in the country illegally, was
Cunningham, the lead sponsor of Missouri’s version, told the St.
another attempt to provide business for its members from the
Louis Post-Dispatch in August. “I learned about the idea from
private prison industry. “This is not one of our priorities at
ALEC and brought it back to Missouri.”
ALEC,” says Ron Scheberle, the group’s executive director. “We
Climate change: More than a dozen states have approved
are not taking the lead on immigration. It’s someone else’s idea.”
resolutions, with basic text provided by ALEC, calling plans
Pensions and unions: Scheberle also says ALEC is “not really
by the federal Environmental Protection Agency to regulate
leading the effort” to scale back pension beneﬁts, although the
group has been doing work on limiting the types of packages
greenhouse gas emissions a “train wreck” that will harm the
economy. In addition, a number of states from New Hampshire
offered to new hires. ALEC has also had a hand in shaping legto Oregon have seen legislation, based on an ALEC document,
islation designed to limit the role and organizing strength of
looking to withdraw from regional climate change initiatives.
public-sector unions.
Voter ID: In more than 30 states, legislation was introduced
Scheberle’s demurrals are not unusual. For years, ALEC has
this year to mandate or strengthen requirements that voters prosought to downplay its own role in affecting legislation. The fact
that it has model legislation covering a particular issue is seldom
duce state-issued photo identiﬁcation. Many of the bills were
based on ALEC model legislation and became law in a half-dozen
announced and legislators like to say that they thought up an idea
states. Other bills addressed matters such as shortening voting
on their own, or through consultation with a variety of interest
periods and tightening registration requirements.
groups and not just ALEC.
Immigration: Last year, NPR reported that the tough law
But the publication of 850 model bills and other documents on
regarding illegal immigrants in Arizona—and since copied in
a website called ALEC Exposed, which is run by the liberal Center
Alabama and other states—had been drafted months before its
on Media and Democracy, has made it easier to compare proposed
introduction at an ALEC meeting. The group’s critics say the
bills with language crafted by ALEC—both for journalists and the
law, which requires local police to check the immigration stagroup’s ideological opponents in individual state capitols. “ALEC’s
34

GOVERNING | Dec em b er 2 0 1 1

GOV11_32.indd 34

11/21/11 10:08 AM

100 Blue Ravine Road
Folsom, CA 95630

Designer

Creative Dir.

Editorial

Prepress

Other

OK to go

916-932-1300

$ZBO

.BHFOUB

:FMMPX

#MBDL

   

m

PAGE

R I G H T- M I N D E D

ﬁngerprints were all over [Florida’s] bill prohibiting state employers from withholding
union dues and requiring members to approve
using dues for political campaigns,” the SunSentinel of Fort Lauderdale editorialized in August.
In addition, Common Cause, a liberal advocacy group that supports campaign ﬁnance
restrictions, ﬁled a request in July with the IRS
for an audit of ALEC’s books, claiming it acts
more like a lobbying group than a nonproﬁt.

LEC began its rise to power and inﬂuence in 1973 with a series of small
steps. Its ﬁrst meeting attracted just
27 members. The group initially
concentrated on social issues such as abortion, but soon switched its focus to business
and regulatory matters. Over time, it evolved
into its current structure, which includes oversight from separate boards representing the
public sector—that is, legislators—and roughly
300 corporations and other private entities.
Together, legislators and private-sector members sit on nine task forces that craft model legislation that is often introduced in states.

DAVID KIDD

A

Its current level of inﬂuence represents something of a comeback. Back in 2007, the group was hemorrhaging staff. More than
two-thirds of its people left, many complaining about the imperious
style of its executive director. Fundraising suffered as relationships
with some private-sector donors soured. To stay aﬂoat, the group
depended on a half-million dollar infusion from one of its major
backers. “Yeah, ALEC was going through a tough time then ﬁnancially,” says William Howell, the Republican speaker of the Virginia
House and a former ALEC national chairman.
All that’s changed now. Internal management and fund-raising issues have been resolved, and today, ALEC is atop the leader
board. Membership is currently a heady 2,000 legislators—more
than 25 percent of all legislators nationwide. This summer, Noble
Ellington, ALEC’s national chairman and a Louisiana state representative, could proudly say that ALEC is “enjoying one of its
ﬁner times.”
It’s no wonder ALEC continues to attract support from some
of the nation’s largest companies, including AT&T, Exxon Mobil,
Coca-Cola, Pﬁzer and Koch Industries, a privately held energy
company whose owners are also major tea party supporters.
Other associations to which state lawmakers belong also attract
droves of lobbyists to their meetings and rely heavily on corporate
underwriting. But only ALEC gives corporate types a seat at the
table with elected officials to create and shape policy directly.

nions, environmentalists and other progressive groups
have long lamented that they have not been able to
set up an organization with the heft and scope to rival
ALEC. “Over the years, I’ve watched many good alternatives fail,” says Wisconsin state Rep. Mark Pocan, a Democrat.
“We have just never had the resources that they do. We have a
barking Chihuahua compared to an 800-pound gorilla.”
Liberals not only complain that they themselves lack the kind
of funding available to ALEC, they also warn that the group’s
backers distort the legislative process through such heavy spending. Not only do legislators often ﬁnd their attendance at ALEC
meetings paid for through corporate “scholarships,” but once they
arrive, they are heavily wined and dined and golf-coursed by the
group’s private-sector members.
If they choose to ﬁll their briefcases or iPads with ALEC
model legislation and introduce similar bills back home, campaign contributions may follow. Groups such as Common Cause
say that the $6 million or so that private-sector entities annually
provide ALEC has been dwarfed by their campaign donations.
According to an analysis released this summer by the National
Institute on Money in State Politics, ALEC corporate members
have devoted more than $500 million to state-level politics since
1990, with about $200 million going to candidates, $85 million
to state parties and $228 million to ballot measure campaigns.
As always with money and politics, there are questions about
whether corporations are able to sway legislators through their
largesse, or are simply rewarding politicians for pushing sympathetic policies. No doubt both dynamics are at work. Money, of
course, helps buy access to lawmakers. That’s undeniably true of

U

ALEC

Attendance at ALEC’s
annual meeting, held
this past August in New
Orleans, saw a 30 percent bump this year.
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R I G H T- M I N D E D

ALEC, where legislators pay a measly $100 for membership but
corporations are dunned for $10,000, or often much more.
But ALEC’s rapid growth in membership over the past year—
and the 30 percent bump in attendance at its annual meeting in
New Orleans in August—can also be attributed to the election of a
large new class of conservative legislators. Republicans now hold
more seats in state legislatures than at any time since the 1920s.
Pocan, the Wisconsin Democrat, decries ALEC’s pro-corporate
agenda and says it presents too narrow a view on most issues, but
he concedes that the vast majority of legislators who participate
aren’t so much swayed as already sympathetic to its brand of conservatism. “So many more legislators now
are more oriented toward the ALEC philosophy, and it’s a good resource for them,” says
Howell, the Virginia speaker.

“Legislators
need good
ideas and they’ll
take them from
wherever they
can get them.”

LEC bills itself as bipartisan and
has had a couple of conservative Democrats serve as chair in
recent years, but its membership
is overwhelmingly Republican. Many of
ALEC’s setbacks this year have come when
GOP-dominated legislatures have passed
versions of its model legislation, only to see
them vetoed by Democratic governors in states such as New
Hampshire, Minnesota and Montana.
But those setbacks have been relatively few. Given its inﬂuence,
ALEC now ﬁnds itself subject to angry headlines with language
such as “Wolf in Sheep’s Clothing” and “Vile Machinations in
Minnesota.” Oregon state Rep. Gene Whisnant, an ALEC Legislator of the Year, says sardonically, “We’re getting a lot of attention
saying we’re trying to destroy the earth and everything on it.”
ALEC had occasionally been attacked over the years by leftleaning publications for pairing legislators with corporations that,
along with trade associations and foundations, pay most of the
group’s freight. But the leak of a large cache of documents to the
Center for Media and Democracy triggered critical coverage, not
only from lefty bloggers and magazines like The Nation, but from
more mainstream media outlets as well.
An increasing number of legislators are being confronted by
local media about the close resemblance of bills they’ve introduced to ALEC model legislation or about their attendance at
ALEC meetings, which is often ﬁnanced directly by the group’s
corporate members. It’s become almost commonplace for many
legislators to disavow having been overly inﬂuenced by the group
or its model bills.
If some lawmakers demur from publicly pledging allegiance
to the group or giving it credit for their more controversial ideas,
many still say it’s a tremendous resource in terms of converting campaign rhetoric and nascent policy ideas into legislative
language. Whisnant freely credits ALEC model legislation for
forming the basis of several bills he’s introduced, including a law
setting up a website to allow easy inspection of state expenditures and a bill, thus far unsuccessful, to abolish positions that

A

36

agencies have kept vacant for more than six months. “It helps
bridge that gap in institutional knowledge,” says Cirame, ALEC’s
membership director. “Folks know they want to go to their state
capitols and change things, and the question becomes how.”
All politics, at the state level and beyond, is about inﬂuence.
Oil companies, teachers, real estate agents and beer distributors
are all looking for ways to help their cause. Some are seeking
conditions that will help their businesses grow, while others
are seeking to proﬁt either directly through government contracts or through regulations that help them while harming
rivals. (Over the years, many of the relatively few examples
of contention within ALEC ranks have
come from companies in competition with
one another.)
Some groups that claim to promote
the common good know they must
compete not only with those who hold
differing views about what’s best for the
state but also interests and individuals
that are seeking direct gain from policy
changes. ALEC often promotes policies
that clearly benefit its members, including efforts to expand public-private
partnerships in areas such as education.
Its success on so many fronts is taken by
its critics as proof that the game is rigged in favor of its privatesector members.
Just about any legislator involved with ALEC will remind you
that all sorts of groups help draft bills, provide campaign cash
and help fund efforts to inﬂuence legislation. “A lot of people
don’t understand model bills—they think of them as pernicious,”
says Alan Smith, a former ALEC director who is now a senior
fellow with the Heartland Institute. “But bills come from every
corner in this country, and they still have to go through the
whole process.”
Current ALEC officials say they are providing an avenue for
legislators to get ideas, not only from private-sector companies
but also their colleagues from other states. “What ALEC does
as much as anything else is give legislators support and strength
in numbers,” says Howell, the former ALEC national chairman.
“You’re not only the one out there with that idea—this has worked
in Idaho or Nebraska or wherever.”
Scheberle, the group’s executive director, is pleased that
ALEC has seen an uptick in membership. But he claims this has
less to do with the election of large numbers of conservatives
to legislatures lately than to the effort his group makes to provide “solutions” to the pressing problems of the day. “[Most]
legislators don’t have the staff or budgets to go and hire a bunch
of people, but they do need good ideas and they’ll take them
from wherever they can get them,” Scheberle says. “If they come
to our meetings and they don’t come away with good ideas of
things to do once they’re back at their legislatures, we haven’t
done our job.” G
Email alangreenblatt@yahoo.com
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BY RUSSELL NICHOLS

NO
MONEY
DOWN
Cash-poor governments
are considering a unique
model for ﬁnancing social
programs risk-free.

olly Baldwin’s world revolves around risk.
Since 1988, she’s been running a nonproﬁt operation in Chelsea, Mass., designed to keep young people
off the streets and out of jails. They’re between 14 and
24 years old, and her programs teach them how to get a job and
succeed in society. Over a two-year period, she observes patterns
and tracks growth to see what’s working and what’s not. But in
her world, she says, success doesn’t always reap rewards.
“We have big social problems and they cost a lot of money,
and we don’t apply the same type of thinking we do to for-proﬁt
businesses,” says Baldwin, the founder and executive director of
Roca Inc. “I could go ﬁnd 200 more kids on the street, but that
doesn’t mean they come with money.”
When it comes to funding new program models, state and
local governments aren’t exactly big-time, put-it-all-on-the-table
gamblers. In many cases, agencies tend to focus on inputs rather

M
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NO MONEY DOWN

than outcomes. As a result, defective programs can persist for
years on end, while successful organizations that focus on issues
like homelessness, recidivism and youth violence don’t get the
money they need. “If you’re busy piecing together money all the
time,” Baldwin says, “you don’t get to put all the effort into what
the program is.”
But what if there were a different ﬁnancing model, one that
pumps dollars into social programs the government can monitor
over time without paying a single dime up front? It may sound
like an ad for a pyramid scheme, but the United Kingdom is in the
middle of a pilot program based on just such a model, known as a
social impact bond. In Massachusetts, Gov. Deval Patrick’s administration is taking steps to become the ﬁrst state in the country to
use this strategy.
Here’s how it works: Investors (charitable foundations,
wealthy individuals, monied families) put up the initial investment for the expansion of a nonproﬁt program. The nonproﬁt
must agree to meet speciﬁc benchmarks within a certain period.
A government agency signs off and oversees the progress. If the
program meets its benchmarks, the government refunds the
investors. There is also the possibility of a proﬁt if the program
exceeds expectations. In theory, the government wins either way.
If the program succeeds, the government saves money. (Reducing
recidivism, for example, cuts incarceration costs.) If the program
fails, the government owes nothing.
With the ever-increasing strain on public revenues, governments may look at this new model as a risk they can afford to take.
The approach appeals to Massachusetts for its potential to address
homelessness, adult corrections, juvenile justice and several other
areas where the state hopes to improve certain outcomes, accord40

FLICKR/BORN1945

Reducing homelessness
might be the next new
investor market.

ing to Jay Gonzalez, Massachusetts’ secretary of administration
and ﬁnance. The state is exploring the idea now, consulting with
experts and soliciting feedback. The goal is to identify the top areas
that would beneﬁt from the social impact bond model and contract
with providers by the end of the year.
“We’re never going to be quite in the same place we were
before the recession,” Gonzalez says. “In order to deal with this
new ﬁscal reality, we need to ﬁnd new ways of doing business.
This is a concept that typically isn’t the way government works,
but it’s a direction we need to go under this new rubric.”
n the U.K., 60 percent of short-term offenders are back in jail
within a year of their release, turning the prison system into a
revolving door, according to Social Finance, an independent
investment bank intermediary.
Social Finance wanted to reverse that trend. The organization
pitched a pilot scheme to help 3,000 short-term inmates from a
prison in Peterborough, England, ﬁnd jobs, housing and counseling by securing $8 million worth of social impact bonds. The funds
were raised and the program launched last fall. If the program
manages to reduce the prison’s recidivism rate by 7.5 percent in six
years, the British Ministry of Justice agreed to give the investors
their money back. If it drops more than that, the return could be
even greater.
“In a successful scenario, all the parties win,” says Tracy Palandjian, the CEO of Social Finance’s U.S.-based arm. “The government
only pays for what works. Investors get their returns, and nonproﬁts
are given scaled capital to do what they’re good at doing.”
The U.K. pilot still has ﬁve years to go before the results
come in. But President Obama is already sold on the concept of

I
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NO MONEY DOWN

the government only paying for what works. In his 2012 budget
proposal, he asked Congress to set aside $100 million for seven
“pay-for-success” projects that target job training, education, juvenile justice and children with disabilities, to name a few. In the
U.S., state and local agencies deliver social services. The various
agencies and disparate accounting could make potential U.S. models slightly more complicated than in the U.K., Palandjian says, but
it also gives investors more diverse opportunities.
For all their noted beneﬁts, social impact bonds also have
potential problems that need to be worked out in advance,
according to Jeffrey Liebman, a professor of public policy at Harvard’s Kennedy School of Government. In a report published by
the liberal Center for American Progress in February, Liebman
wrote that this funding model will only work if proven programs
have high net beneﬁts for investors, outcomes that can be easily measured, a well-deﬁned treatment population and credible
impact assessments. In addition, shutting down a failing program
shouldn’t cause damage to the targeted group.
The U.S. can use social impact bonds to overcome barriers to
social innovation, Liebman says, but the government must take
steps to identify promising areas, assess the investor market, and
establish “a neutral authority to measure outcomes and resolve disputes, independent of both the government and the bond-issuing
organization.” He also mentions the importance of organizations
that can act as go-betweens, connecting private investors with
public agencies and service providers.

“Innovation is a crucial characteristic of how we’re going
to solve social problems,” says Antony Bugg-Levine, managing director of the Rockefeller Foundation, which invested
$500,000 in the U.K. pilot. “These bonds will offer a new way
to mobilize for-proﬁt investments. Investors can come in and
fund ideas at a time when there’s more risk involved and governments are less inclined.”
s with any investment, risk plays a critical role.
Although in this case, the stakes are the highest for
private investors, not the governments. To increase
the chances of seeing a return, Bugg-Levine says,
investors should put their chips on programs that have already
proven successful.
Regardless, risk comes with the nonproﬁt territory. And even
though many innovative programs have had trouble securing
public funds because governments considered them high-risk,
social entrepreneurs like Baldwin believe desperate times call
for different measures.
“I don’t want to watch kids die in the street or go to prison,
and the potential of social impact bonds allows us to look at things
in a different way,” Baldwin says. “I like the idea of getting the
government on the hook for outcomes instead of trying to rub
nickels together.” G
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ack in February, an architecture conference
focused on “concrete modernism” met in
Houston. Included on the agenda: a tour
of the famed Astrodome. The 65,000-seat
domed stadium, the ﬁrst of its kind when
it opened in 1965, was the perfect destination for the group. But the visitors’ path
through the venue had to be changed when,
just hours before the event, an electrical ﬁre
broke out in the facility. The blaze wasn’t major, but it illustrated the
extent to which the facility, once viewed as an engineering marvel, has
deteriorated. “It felt like walking into a movie set of something prematurely aged,” says Sarah Whiting, dean of the Rice University School of
Architecture, who was part of the group. “I ﬁnd it incredibly sad to see
what had been hailed as the Eighth Wonder of the World essentially
crumbling before our eyes.”
The ﬁre was the latest chapter in the unceremonious decline of a
facility that continues to remain an icon in Space City. Roy Hofheinz,
the ﬁrst owner of the Astros baseball team, had sought a way to make
baseball comfortable for fans during the sweltering Texas summers,
so he came up with the ambitious solution of simply putting the sport
indoors. When it opened, the building was an instant hit. Home atten-

DAVE EINSEL

When a team leaves its
stadium, what do you
do with the building?
Houston leaders have
been asking that
question for a dozen
years. They still don’t
have the answer.
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Fans of the Houston
Texans walk past the
Astrodome, which housed
the city’s previous NFL
team, the Oilers, until they
left after the 1996 season.
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AP PHOTO / DAVID J PHILLIP

A groundskeeper picks up the bases
after the Houston Astros lose a
playoff game in their ﬁnal Astrodome
appearance on Oct. 9, 1999.

dance for the team tripled during its ﬁrst year in the new ballpark.
That same year, more than 400,000 visitors paid $1 apiece just
to take a tour of the stadium. The Astrodome’s inaugural game
drew 175 sports reporters from across the country who wanted
to witness the spectacle ﬁrsthand. “This is the new Taj Mahal,
and it must be seen to be believed,” legendary Baltimore sports
reporter John Steadman wrote at the time. “Words and pictures
cannot begin to adequately describe the majestic view which
overwhelms the visitor.”
The facility inspired others, but eventually, tastes changed.
Domes went out of style, especially as new technology made
retractable roofs popular. The Oilers NFL team, which had played
in the Astrodome since 1968, left after the 1996 season. The Astros
left after 1999. The Houston Livestock Show and Rodeo—a tenant since 1966—left after its 2002 season. That was essentially
the end for the building, which is owned by Harris County. In
the wake of 2005’s Hurricane Katrina, the Astrodome famously
served as temporary housing for displaced Louisiana evacuees.
The last event to be held at the Dome—a late-night, honky-tonk
party affiliated with the rodeo—was more than three years ago.
44

Today, the Astrodome doesn’t even have an occupancy permit. It’s
been officially condemned by Houston’s ﬁre marshal.
“It’s not needed as an athletic facility,” says Harris County
Judge Ed Emmett. “The question is, what purpose does it serve?”
For a dozen years now, nobody in Houston has had a deﬁnitive
answer. And it’s a question that a growing number of communities
across the country may soon be asking about their own stadiums
and arenas. Starting about 20 years ago, localities began to realize they could make a name for themselves with unique sports
venues. But as sports economist Andrew Zimbalist notes, urban
populations have been growing faster than professional sports
leagues have been adding teams. As a result, the teams hold a great
amount of sway over localities: Build us a new stadium, they tell
cities, or we’ll relocate. The upshot? Cities and counties increasingly ﬁnd themselves littered with pricey white-elephant sports
venues that are costly to keep up and sometimes impossible to
unload. Maintaining unused stadiums costs governments millions
of dollars in maintenance and forgone property tax revenue. For
those governments, it’s a vexing question, indeed: What do you
do when the team walks away?
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Citrus Bowl, most famous for hosting two college football bowl
games a year. Eventually, there are plans to invest another $165
million in the facility once the tourism industry rebounds. Even
though nearby University of Central Florida recently opened a
new football stadium, city officials say it’s important to reinvest
in the much larger Citrus Bowl since it’s capable of hosting more
high-proﬁle events.
The success stories can involve some very unconventional
reuse projects. Take the Memphis Pyramid, a 20,000-seat, $68
million facility opened as a joint venture by the city and surrounding Shelby County in 1991. After a decade as the home of a local
college basketball team, the Pyramid in 2001 welcomed the city’s
new NBA franchise, the Grizzlies. After just three years playing at
the Pyramid, the Grizzlies moved to an even newer facility across
town. The iconic facility hasn’t had a regular tenant since 2004.
Local officials considered a host of possible uses for the space,
including an aquarium or an indoor amusement park. A local congressman suggested it could house a “mid-American branch” of
the Smithsonian. None of those ideas went anywhere. But earlier
this year, $215 million in public bonds were approved to convert
the Pyramid into a massive Bass Pro Shops store.
Many cities, though, simply try to cut their losses. In a controversial move in 2009, the state-appointed emergency manager of
Pontiac, Mich., sold the 80,000-seat Silverdome, once home to the
NFL’s Detroit Lions, for just $583,000. Some residents thought
the city got ﬂeeced, but in his resignation later, the manager wrote
that the stadium “had been sapping the lifeblood of the city for

DAVE EINSEL

he 1990s saw an unprecedented building binge for
sports arenas and stadiums. Between 1990 and 2006,
82 new venues opened across the country—more than
the total from the previous 40 years. Part of the boom
came from a shift in the way the facilities were purposed. Historically, stadiums were designed in a horseshoe shape to house as
many different events as possible, from football games to track
meets to community pageants. But that’s no longer true. “We’ve
been building these things fast,” says Dennis Coates, an economics
professor at University of Maryland, Baltimore County, who has
studied public ﬁnancing of stadiums. “They have kind of proliferated, in part, because everything is for a single purpose.”
While it was once common for facilities to be used jointly—
baseball and football teams shared a stadium, and hockey and
basketball teams shared an arena—that’s not the case anymore.
Today, there are 100 venues in the United States that host a team
in one of the four major professional sports leagues, and 88 of
them host just one team. By next year, Oakland will have the only
stadium that hosts professional baseball and football.
Most of the facilities are relatively new—with a median age of
13 years—and most were funded with public subsidies. Zimbalist,
in a paper with Harvard’s Judith Grant Long, estimates that stadiums built from 2000 to 2006 had an average public cost of $319
million, when maintenance and foregone tax revenue is included.
When a team ditches a venue for new digs, the city or county
is often left grappling with what to do with the empty facility. Finding a new tenant can be a major challenge: Facilities
designed as professional sports venues
aren’t much good for anything else. For
one thing, they’re enormous. The Astrodome, for example, is 18 stories tall with
a 9-acre footprint; it can easily house a
Boeing 777. Another major challenge
with these buildings is their location.
Frequently located outside of city centers—and nearly always surrounded by
a sea of asphalt parking lots—stadiums
would require a tenant that’s a destination unto itself. “When you try to convert
things, it often costs more money than
knocking them down,” says architect
Peter Eisenman, who designed the Arizona Cardinals football stadium outside
of Phoenix. “That kind of space is too
problematic for other functions.”
Zimbalist agrees. Most of the time, he
says, the most prudent thing a city can
do is raze the facility. “Usually it makes
sense to blow them up and put something
else in.”
Typically that’s exactly what happens.
But in some cases, localities decide to
hold onto their facilities in hopes of maximizing their investment. Last year, about
$10 million in public money was spent
on renovations to Orlando’s 75-year-old

In 2005, the Astrodome housed
thousands of Louisiana
residents who were displaced
due to Hurricane Katrina.
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many years while it was sitting idle.” In Washington, D.C., preliminary plans to redevelop the site where the 50-year-old Robert
F. Kennedy Memorial Stadium stands include mixed-use developments and a museum—but not the stadium itself. “It’s kind of
a shame,” says David Zaidain, a planner with the federal commission that oversees the site. “In the grand scheme of things,
particularly in Washington, the stadium is not that old.” But, he
adds, “there’s no professional team that would want to come back
to that stadium.”
oustonians are quick to point out that their stadium situation is trickier than other cities’, given
the Astrodome’s place in history and the hearts of
residents. Baseball writer Roger Angell immediately
noticed the pride residents had for the building
when he visited in 1966. “[I]n Houston ... the Astrodome seems
to rank second only to the nearby Manned Spacecraft Center as a
source of self-congratulation,” he wrote for The New Yorker.
Nonetheless, the Astros began looking for greener pastures
in the 1990s. Astros owner Drayton McLane used a textbook
maneuver to win a publicly ﬁnanced stadium, threatening to sell
the team to investors who would move the Astros to Northern
Virginia if he didn’t get a new facility. The timing of the vote
worked out well for McLane: Just a year earlier, Houston Oilers
owner Bud Adams had announced he was moving the team to
Tennessee after he had failed to get a new stadium for his football team. Voters, having learned ﬁrsthand that relocation threats
weren’t empty, narrowly approved the new baseball stadium for
McLane with 51 percent of the vote. (McLane has since reached an
agreement to sell the team for $610 million, after buying the team
20 years ago for $103 million. Forbes magazine pegs a quarter of
the value of McLane’s franchise to the stadium that taxpayers
built him.)
Since the Astros and the Oilers left the Astrodome, Houston
and surrounding Harris County have partnered on a troika of
new venues at public expense: a baseball stadium for the Astros
(2000), a football stadium for the Texans (2002) and a basketball
venue for the Rockets (2003) that’s also used by the city’s minor
league hockey team. Next year they’re opening a downtown stadium for the city’s major league soccer team. So the question of
what to do with the Astrodome didn’t come as a surprise. After
all, “It’s designed to be a sports stadium,” says Rusty Bienvenue,
executive director of the Houston chapter of the American Institute of Architects, “[but] then they decided to move all the teams
elsewhere.”
As it stands, there are three choices under consideration,
according to the Harris County Sports & Convention Corp., which
is charged by the county with overseeing the Astrodome. Option
one: Demolish the Astrodome and replace it with a plaza for $128
million. Option two: Turn the building into a venue that includes
an exhibit hall and planetarium for $324 million. Option three:
Build the exhibit hall and planetarium, plus a museum, conference center and some other amenities, for $588 million. All of
the choices could be augmented with new parking facilities, transit centers and a hotel, which would add to the costs. The most
expensive combination would cost nearly $1.4 billion. Each of

H
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those ﬁgures includes about $40 million the county still owes on
debt it accrued making renovations to the facility in the 1980s at
the request of the Houston Oilers, who have played in Tennessee
for the last 15 years. All but the cheapest renovation options are
actually more expensive than the price tag was for Minute Maid
Park, the new home of the Astros.
At one point, the county came extremely close to solving the
Astrodome problem. A group called the Astrodome Redevelopment
Corp. was granted exclusive rights to negotiate a redevelopment deal,
pitching a $450 million plan that included a 1,200-room convention
hotel along with shopping, amusement park rides and something
akin to San Antonio’s River Walk. “Dome deal is likely weeks away,”
the Houston Chronicle declared in a 2008 headline. But eventually it
became clear that the developers couldn’t secure ﬁnancing. “We’ve
seen so many hurdles,” says Willie Loston, who leads the Sports &
Convention Corp. “We thought we had some promising dialogues,
and they’ve just fallen apart.”
Another complicating factor involves the man who served
as a key steward of the Astrodome during much of its vacancy.
From 1999 to 2007, Loston’s board was chaired by a developer
named Michael Surface, who paid a county commissioner more
than $100,000 in cash and gifts in exchange for the job and various contracts, according to a federal indictment. The list of gifts—
which include Western-themed vacations, ivory gun grips and the
purchase of inventory from the commissioner’s failing business,
the Salt Springs Spur Company—is cartoonishly Texan. Surface
and the commissioner have both pleaded guilty to charges related
to the case.
In the coming weeks, Harris County is expected to release a
$500,000 study that outlines the latest proposals for the facility.
Over the years, the county has received many pitches, including
a casino, a medical center and various ideas banking on the novelty of bringing a traditional outdoor activity inside, such as a ski
slope and a kayaking course. Loston says the report will be the
most thorough analysis of the issue ever conducted by the county.
Others are skeptical.
“It’s a shame to make taxpayers wait 10 years or more for a
viable plan that’s going to put people to work and put money in
their pockets,” says Elise Hendrix, who leads Astrodome Studios,
a group pitching the county on turning the Astrodome into a giant
soundstage complete with facilities for every aspect of media production. “We’re just kind of sitting around, waiting, twiddling our
thumbs until some decisions are made.”
In determining the fate of the Astrodome, however, sentiment
may trump ﬁnances. Three generations of Houstonians grew up
watching games in the Dome, which can make demolition a sensitive subject. “It’s sort of the building that put Houston on the
map,” says David Bush, a spokesman for the Greater Houston
Preservation Association, which is ﬁghting to save the structure.
Emmett, the county judge, likens the Astrodome to the Eiffel
Tower, which was originally built for the 1889 World’s Fair and
was only intended to remain for 20 years. “I think the Astrodome
kind of ﬁlls that role for us here.”
Emmett says voters will ultimately decide the Astrodome’s
fate, since they’ll be the ones paying for it. He says his preference
would be to gut the structure’s insides, restore the exterior and
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DAVID KIDD

The Pyramid Arena in Memphis is
in the process of being transformed
into a massive Bass Pro Shops store
after the teams it hosted moved to
newer digs seven years ago.

have it serve as a space for festivals. That plan would cost more
than $300 million and wouldn’t be a moneymaker for the county,
but it would at least keep the stadium available if someone comes
along with a better idea. “People have to understand there’s a cost
for preserving an icon,” Emmett says. “It’s not important to me at
all that it be a moneymaker.”
Of course there are many people who don’t have a sentimental
attachment to the Astrodome. They see it instead as an unattractive, outdated shell of a building, one that’s a drain on city and
county resources. But most folks seem to have a deep affection—

or at least an affinity—for the Astrodome. Douglas Kelbaugh, a
professor of architecture and urban planning at the University of
Michigan, says there are a lot of possibilities for the Astrodome.
He envisions an indoor park with skateboarding, and a track for
motorsports that snakes inside and outside the facility. “This
could be quite a famous venue, if they did it right,” he says, likening the Astrodome to the Colosseum in ancient Rome. “The
Roman stuff ? They didn’t tear that down. It would be insane.” G
Email rholeywell@governing.com
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Hacking
Pleasantville
By Tod Newcombe

What happens when cybercriminals attack computers in small-town America?
48
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n August, the online group known as Anonymous hacked its way into 70 law
enforcement computer systems, defacing websites and exposing sensitive information, such as email, tips on suspected crimes and proﬁles of gang members,
according to the Associated Press. It was another example of a growing trend
labeled “hacktivism,” involving activists who launch cyberprotests by targeting the
computers of public- and private-sector organizations. The attack was aimed at law
enforcement agencies that had been pursuing and arresting members of Anonymous.
But this time the attacks didn’t occur at large federal, state or local law enforcement
departments. Instead the hacktivists went after small, mostly rural police and sheriff
offices. The ease with which they broke into the websites and exposed information
was a strong reminder that cyberattacks can happen in any state or locality. That’s
bad news for small municipalities and counties that can’t afford a chief information
officer, let alone an information security chief to oversee data protection on a roundthe-clock basis. Nonetheless, those same small-town agencies are increasingly

I
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HACKING PLEASANTVILLE

Six Degrees of

Cybercrime
At the beginning of 2011, the
Multi-State Information Sharing and
Analysis Center issued its annual report
on cybersecurity emerging trends and
threats facing state and local government.
Based on the overall picture, public
ofﬁcials should remain on high alert.

1

Botnets and Malware: The number
of new types of malicious software
programs and websites reported in
2010 were in the tens of millions.
Their automation and sophistication continues to increase, so expect
their proliferation to continue.

2

Mobile Devices: The use of
these—and the number of applications that run on them—continue to
grow. Experts believe attacks by cybercriminals will increase signiﬁcantly as
they go after the operating systems
that run the phones and tablet PCs.

3

Hacktivism: Cyberprotests launched
by socially or politically motivated
activists are on the rise. Groups such as
Anonymous, Lulz Security and Operation
Payback have launched spam campaigns
and denial-of-service attacks against both
public- and private-sector organizations.

4

Social Media: The volume of users
of such sites as Twitter, LinkedIn
and Facebook continues to grow exponentially. Because they are considered
trustworthy sites, they are an attractive
target for cybercriminals who run scams.

5

Application Vulnerabilities:
Despite the growing awareness of
cyberthreats, too many applications are
deployed without adequate security controls, and criminals will continue to target
these applications to gain access to data.

6

Cloud Computing: State and local
government will expand its use of
the cloud to save money and increase
ﬂexibility. Expect hackers and criminals
to go where the data resides in growing volume. The report says hackers
will identify new ways to inﬁltrate cloud
platforms and access data illegally.

50

running critical services on computers that can be easily shut down by hackers, cybercriminals or just a disgruntled employee.
Compounding the problem is a certain lack of urgency among senior-level public officials in many local governments, large and small. While data isn’t available on how much
towns, cities and counties are spending to protect information systems and prevent data
breaches, a recent report by the National Association of State Chief Information Officers
(NASCIO) found that 50 percent of states reported spending less than 3 percent of their
IT budget on security. The private sector spends 5 percent or more. And state spending on
cybersecurity is actually trending downward, according to NASCIO. Local governments
are likely to show similar spending trends.
Smaller local governments are also less likely to appreciate the magnitude of a cyberattack and its ramiﬁcations, says Clifford Clarke, CIO of the Public Technology Institute
(PTI). “Personal data tends to be undervalued. Some municipalities don’t think they
have anything to protect, since the information is considered public.” The result: less
emphasis on prevention and protection. For very small governments with just a couple
of servers, all it takes is one employee to open an email attachment with a virus, and the
town’s entire system will be affected. “Local governments are doing so many transactions online these days, so the risk of a single virus that hits, spreads and shuts down the
entire system is real,” says Mark Ryckman, city manager for Corning, N.Y., a municipality of 11,000 that has no IT staff of its own. “We’re reliant on these systems, so it’s a big
impact when they go down.”

acktivism is just one of a growing number of cyberthreats that governments and
the information security industry are closely watching. In 2010, security ﬁrms
discovered 20 million new strains of malware—botnets, viruses, worms, Trojan
horses and other types of malicious software programs that can disrupt a computer, steal data, deny a website’s operation or shut down an entire network—according
to PandaLabs Security.
The explosive growth in mobile devices such as smartphones and tablet PCs has
increased the number of targets for cybercriminals. Other new targets arise as more
people—and governments—use social media. Sites such as Twitter and Facebook are
considered trustworthy services, which makes them an even more attractive target for
criminals and troublemakers.
Cloud computing, in which data is stored and processed on third-party servers accessible over the Internet, has grown in popularity at all levels of government. But the MultiState Information Sharing and Analysis Center (MS-ISAC), which assists state and local
governments with cybersecurity needs, warns that cloud computing will attract new
cybercriminals “who will identify new methods to inﬁltrate these environments and gain
access to data.”
Watching these trends closely is Kristin Judge, former commissioner of Washtenaw
County, Mich., and now the director of partner engagement at MS-ISAC. She knows that
local governments, especially counties, have a vested interest in keeping things secure
because of the high level of sensitive information they store and the number of systems
they use that share data with state and federal government programs.
Cyberthreats are becoming more nuanced and sophisticated. One such tactic goes by
the name of “spear phishing,” according to Judge. Rather than a random attack, these email
spoofs typically arrive from a trusted source and often go after a company’s trade secrets
or government information. “Today’s hackers aren’t kids. They are experienced computer
hackers in China or Russia,” says Judge. “They can get into your system and they stay in.”
Yet another trend involves the ominous threat of cyberwar and its potential impact
on the country’s energy grid and water supply, critical infrastructure systems that rely
increasingly on information technology such as smart grids to manage these complex
functions. Such e-terrorism was once considered a far-fetched fear. But recent events—
like last year’s Stuxnet virus, which infected Iran’s nuclear program—have made these
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Cyber Security Essentials
for State and Local Government
The threat landscape is constantly changing and new technologies are adding to the
complexity of the security ecosystem. At some point a breach is inevitable. Learn how to
integrate best practices for policy, governance and operations to avoid worst-case scenarios.
Also garner insight into security practices for three areas of growing importance: mobility,
applications, and cloud security.
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Power Problems
In 2010, an ominous new type of
cyberattack appeared, when the Stuxnet
virus made its way into Iran’s nuclear
program and allegedly wreaked havoc
on the country’s uranium enrichment
initiative. Suddenly the threat of cyberattacks on energy systems became
very real. But it wasn’t the ﬁrst time
a power grid breach had occurred.
In 2009, U.S. intelligence agencies found software left by cyberspies
that had penetrated the U.S. electrical grid. More recently, a Texas power
company found evidence that attempts
to breach its grid had originated in
China, according to a report by the
Public Technology Institute (PTI).
While the U.S. has not yet suffered
any damage or disruption of service to
its electrical grid from cyberattacks,
blackouts in 2005 and 2007 in Brazil
were the result of successful attacks.
A PTI report titled Cyber Security Concerns for Local Government Energy
Assurance Planning points out that
during the next decade, the nation’s
electrical grid will incorporate “numerous technologies using sophisticated
computer systems and the Internet …
to improve the connectivity of electric
transmission and distribution systems.”
Smart grids will bring signiﬁcant
beneﬁts, such as increased energy
efﬁciency, but come with a risk:
vulnerability to cyberattacks.
Local governments, once concerned
with preparing for natural disasters, must
now prepare for the consequences of cyberattacks on smart grids and other types of
infrastructure, caution organizations like PTI,
the U.S. Department of Energy and the North
American Electric Reliability Corporation.
The PTI report urges local governments to work closely with energy
utilities to identify cybersecurity risks
and to minimize threats, especially to
the electrical grid since it is becoming increasingly interconnected.
Once an attack occurs, what would
once have been an isolated incident
“could lead to a cascading power outage with wide-ranging impacts.”

sci-ﬁ problems a very real concern. For now, big cities, with their large-scale water
treatment plants and close relationships with energy providers, have the most to worry
about. But as a recent report by PTI points out, “as [energy and water] systems become
increasingly interconnected and interdependent, however, the level of security for all
communities is increasingly equalized.”

ity Manager Ryckman doesn’t lose sleep over a possible Stuxnet virus entering
his city’s computers. He knows that’s not the main threat. Rather, the problem
lies with the possibility of an employee doing a little Web browsing on the side
that leads to trouble. Or a worker who’s tempted to open an email attachment
for an offer that sounds too good to be true. Once it happens, the PC or server starts to
slow down as fake error messages begin popping up, imploring the user to purchase
anti-virus software that itself is another virus or botnet that can take further control of
the computer.
For Ryckman and other town and city managers without their own IT staff, the
solution is to call in a third party, a specialist in cleaning up PCs, servers and networks.
According to PTI’s Clarke, that’s the typical response. “The threat at the very local level
is nominal for the most part and is dealt with in a reactive way, usually by calling in an
IT auditor,” he says.
But there are a number of steps that any local government can take to prevent these types of mistakes
from happening. It starts with training employees on
such basics as not using government computers for
personal use, not opening unrecognized email and
not accessing government data via unsecured mobile
devices. Clarke mentions the “thumb drive test” to
ﬁnd out if employees are paying attention. Security
audit ﬁrms will plant USB thumb drives in an organization and then see how many are turned in. Not
surprisingly, a high number of employees will keep
them or insert the drives into the computers, not
realizing they could have launched a malware attack
if the drive had been infected.
Besides educating employees, local governments
can prevent a great deal of computer harm by installing ﬁrewalls, backing up data, using a strong password policy, installing only approved
software applications and controlling employee Internet access. But beyond the basics,
what is a cash-strapped local government supposed to do to ensure its computers stay
operational and protected? In the case of Corning, the city has partnered with surrounding Steuben County, which has a sizable IT staff, to be on hand to help. These types of
government-to-government support services exist throughout the country, though the
practice remains informal and tends to happen between small governments and their
county counterparts.
Meanwhile, with the next generation of computing becoming smaller and more
mobile, local governments will need to revise their checklist of security precautions to
include the ability to perform “remote wipes” of lost or stolen smartphones or pursesized tablet computers. The good news is that cybercriminals have not turned their full
attention to breaching iPhones, Androids and the growing variety of tablet PCs. But the
security window for these devices may not last long. The proliferation of mobile devices
is changing the “threat landscape,” and not for the better, according to MS-ISAC’s Judge.
“With more governments using mobile devices, it is making [the threat of data breaches]
worse. You really have to know what to do to recover, because you will be hit.” G

C

“Today’s hackers
aren’t kids. They
are people in
China or Russia.
They can get into
your system and
they stay in.”

Email tnewcombe@governing.com
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Real-world solutions and ideas for government managers.

Training for Free
A program that’s attracted national attention shows that businesses might hire more
workers if they don’t have to pay for training.
By Caroline Cournoyer
he time and money it takes
to ﬁnd, hire and train a new
employee who may not last
beyond the training period
makes many private-sector businesses
hesitant to even start the process—especially during tough economic times. But
what if employers didn’t have to pay to
train prospective employees? That’s the
premise of a program in the Peach State
called Georgia Works.
It breaks down like this: People who
receive unemployment checks from the

T
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state train with an employer that’s looking
to hire for no more than two months. The
state pays the trainee a small travel and
child-care stipend, and covers his or her
workers’ compensation. Jobless residents
walk away with a training certiﬁcate and
possibly a job, while businesses get to test
out workers before making permanent
payroll commitments.
The program, which started in 2003,
has employed more than 4,000 people
and certiﬁed more than 20,000 people
in various professions. Employment

representatives at each of the more than
50 career centers throughout the state
try to match people with job training
in ﬁelds in which they were previously
employed, ﬁelds they want to break into
or ﬁelds in high demand.
Clerical work accounts for the largest
portion of jobs available—40 percent—
while retail, child-care and sales jobs are
also popular.
For example, a former clerical worker
who was laid off from a bank—one of the
state’s industries hit hardest by the reces-
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sion—applied for the program. A long
list of employers were looking for clerical workers, but in the medical ﬁeld. So
Georgia Works set the participant up with
training for a clerical position in a medical facility, combining her existing skills
with new ones that would expand her job
opportunities.
Not everyone gets hired at the end of
training. In fact, only about a quarter of
participants do. But the remaining threefourths of them leave certiﬁed in a new
skill that will make their resumés more
attractive to future employers.
The program’s positive track record
has encouraged other states and the
Obama administration to replicate it. In
2010, New Hampshire started virtually
the same program, called Return to Work.
As part of his jobs package, President
Obama has proposed a national program
modeled after Georgia’s. Time will tell if
his proposal becomes a reality.
Despite the program’s success, Georgia
Department of Labor employees can list
several problems with it. Since receiving
national attention, some labor advocates
have raised concerns that the program
violates federal laws since participants
are not paid while they are trained. But
the U.S. Department of Labor laid those
concerns to rest when it scrutinized the
program and found that it was in compliance with all labor laws.
One of the program’s biggest problems, according to state Labor Commissioner Mark Butler, is its lack of
adequate oversight. There’s no full-time
program leader, the record-keeping is
shoddy and the agency lacks the
manpower to monitor each trainee’s
experience—to make sure employers
are training participants, not using them
for free labor. The department has been
working to resolve all of those problems,
especially since the new administration
took office this past January, Butler says.
The greatest challenge for the program so far came when it expanded,
in an effort to address the needs of the
state’s growing jobless population.

In 2009, Georgia’s unemployment rate
reached 10 percent—its highest since the
early 1980s. To try to get people back to
work faster, Michael Thurmond—the
Labor Commissioner at the time and the
founder of Georgia Works—opened the
program to anyone who was unemployed,
regardless of whether they received gov-

trainees more often. In addition, representatives have more time to make sure
participants are placed in training opportunities that will beneﬁt them most. As
a result, 65 percent of participants have
made the leap from trainee to employee
in New Hampshire—more than twice the
hire rate of Georgia Works.

“

The true beauty of the New Hampshire
program is the individual matchmaking between
trainee and employer.”
ernment aid. Enrollment in the program
exploded: In less than a year, the number of participants jumped from roughly
3,000 to 18,000.
“It ended up being somewhat disastrous because there wasn’t enough
planning put in place,” says Butler,
noting that the program exhausted its
annual funds in less than six months
that year. Within ﬁve months, Butler
took the program back to its original
form, allowing only unemployment
recipients to participate.
Although the change made some
unhappy, Butler says it was the best
decision. “We actually had more complaints about how the program was run
when it was expanded than when we got
it back to its original state.”
Before New Hampshire started
Return to Work last year, Georgia labor
officials warned their New England
counterparts about problems to watch
out for and how to avoid them. It turned
out, though, that the two states had very
different experiences.
With a population one-tenth of Georgia’s and an unemployment rate half as
high, New Hampshire has so far dodged
the problems that plagued Georgia Works.
The main reason for this is the smaller
caseloads, allowing employment representatives to check up on employees and

“The true beauty of the New Hampshire program is the individual matchmaking between trainee and employer,”
says Tara Reardon, the state’s Labor
Commissioner. “We sell this program to
employers as reducing their costs of hiring and training to make sure they got the
right person … so we are very particular
about who we send out to make sure it’s
a good ﬁt for that employer.”
The other reason New Hampshire has
had more success is because its program
isn’t dependent on the state budget. In
fact, it didn’t take any new funds to start
Return to Work because the state chose
not to offer a stipend, which accounts for
nearly all of Georgia Works’ costs. Georgia
Works gives its trainees a $240 stipend
over the course of the training time. So
when Georgia’s program was opened up
to anyone without a job, it became ﬁscally
unsustainable. But when New Hampshire
expanded its program, there were no negative effects, Reardon says.
Although Butler doesn’t believe Georgia Works is a cure-all for unemployment,
he believes that with proper planning, it’s
a valuable “tool in the toolbox” that can
be used to get people to learn new skills
and return to work at no risk to their
future bosses. G
Email ccournoyer@governing.com
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| SMART MANAGEMENT
By Katherine Barrett and Richard Greene

The Trust-Me Factor
Finding ways to induce constituents to like their government.

N
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become less trustworthy over time,
notwithstanding perceptions. Todd Donovan, a professor of political science at
Western Washington University, has
one notion that makes a lot of sense to
us. He believes the constant barrage
of information has contributed to the
trend. “People don’t like politics, and

is often cited as a way to engender faith.
But both are tricky. When citizen
feedback isn’t acted on in a way people
can see, it can create more disenchantment than warm fuzzy feelings. As
for transparency, “Open government
through transparency and participation
can lead to increase in trust,” says Profes-

Former Alabama
Gov. Bob Riley, seen
here on a campaign
stop in 2002, said
the citizens of his
state didn’t trust
people in power.

APIMAGES.COM

early a decade ago, Alabama’s
Gov. Bob Riley was supporting
a measure that would have cut
taxes for the less fortunate of
the state’s population, and raised taxes
for the more fortunate. The increased
revenues that would have accrued as a
result were intended for education.
The state Legislature passed the measure, which then had to be approved in
a referendum vote by the citizens of Alabama. The state’s business community
was in favor of the proposal, believing that
better education was a key to Alabama’s
future. A variety of groups—some from
outside the state—were against it. After
a contentious, three-month campaign
on the so-called “tax and accountability” package, the measure was defeated
resoundingly by a 2-to-1 vote.
This may be the saddest story of all
those we’ve heard about state government over the last couple of decades.
And here’s why: The people who would
have most beneﬁted—the folks who
would have paid less taxes for a better
education—came out against it. When
we spoke with Riley a few months after
the vote, he told us that the problem
was that the citizens of Alabama simply
didn’t trust the state, and so if state leaders were for it, they mistrusted it.
We bring this up now, because this
tale powerfully demonstrates the importance of trust in government. That’s a
commodity that appears to be increasingly in short supply. As academics Xiao
Wang and Montgomery Van Wart wrote
in a paper a few years ago, “The decline
of trust in government since World War
II is frequently considered one of the
most important political problems of
our time.”
Why is this decline in trust happening? We certainly don’t believe that city
and state governments have actually

now it is on the news 24/7. A generation or two ago, they didn’t see that,” he
says. “Maybe government has always
been doing things people wouldn’t like,
but they didn’t see it back then and now
they see it”
Whatever the actual cause, what’s a
city, county or a state to do? One effort
that’s been made by many governments
is to encourage citizen feedback through
a variety of forms. The idea is to get buyin from taxpayers and to convey a sense
that the government really cares about
what citizens think. Transparency, too,

sor Thomas Bryer, director of the Center
for Public and Nonproﬁt Management
at the University of Central Florida. The
professor cautions that transparency
needs to be done in a way that citizens
can understand and in a way that allows
them to feel that their input is relevant.“If
we invite citizens to the process, but
don’t give them the tools to make meaningful contributions, we may harm their
trust in government.”
Maricopa County, Ariz., is one of
the few places we’ve come across in
which improving trust in government

GOVERNING | Dec em b er 2 0 1 1

GOV11_50.indd 56

11/21/11 11:51 AM

100 Blue Ravine Road
Folsom, CA 95630

Designer

Creative Dir.

Editorial

Prepress

Other

OK to go

916-932-1300

$ZBO

.BHFOUB

:FMMPX

#MBDL

   

m

PAGE

N E X T
G E N E R A T I O N

9 - 1 - 1
What is NG 9-1-1?
An IP-Based Equipment and
Network replacement for current
enhanced 9-1-1 infrastructure,
Features & Functions allows
access from any device and adds
multimedia capabilities.

Why is it time for NG 9-1-1?
•

Resolving Infrastructure
Limitations

•

Providing Equal Access for
Hearing Impaired

•

Creating More Functionality for
9-1-1 and access by the public

•

Improving caller location

•

Implementing Interoperability

•

Prepare for Unpredictable
Future Services

ANY DEVICE, ANY TIME,

ANYWHERE…

ANY DEVICE, ANY TIME,
ANYWHERE…
Interested in more information?
Contact Christie Eskew at
817-704-5681 or by email at
nextgen911@nctcog.org

Next Gen911.indd 18

10/17/11 9:50 AM

100 Blue Ravine Road
Folsom, CA 95630

Designer

Creative Dir.

Editorial

Prepress

Other

OK to go

916-932-1300

$ZBO

.BHFOUB

:FMMPX

#MBDL

   

m

PAGE

| IDEA CENTER
By Caroline Cournoyer

Email greenebarrett@gmail.com
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What Your Taxes Pay For
It’s typical for states and localities to publicize how much of the budget is spent
on what. But Houston may be one of the few to give taxpayers a detailed breakdown of where their personal taxes are going. With the city’s new “My Tax Dollars
at Work” tool, a Houston homeowner can type in the appraised value of their
home, check yes or no to claiming the residential homestead exemption and
instantly see how much of their property taxes go toward each department. For
example, a person with an appraised house value of $217,047 (the average price
of a home in Houston) without the homestead exemption pays $830.48 for public
safety services, $24.60 to keep the library running, and $49.71 for a year’s worth
of trash and recycling pickup. California has a similar online tool that offers a less
detailed breakdown for income taxes, and the federal government has what it
calls the “Federal Taxpayer Receipt,” which the Obama administration unveiled
earlier this year.

SHUTTERSTOCK.COM

is a clearly pronounced goal. County
Manager David Smith acknowledges
that it is a “daunting task, because of the
amount of skepticism out there.” But he
believes it’s a critical effort nonetheless.
There are, however, no silver bullets.
“It is about the totality of committing to
that effort,” he says. “You’re not going to
have one or two game-changer strategies
when you are dealing with a population
of 4 million people. It will have to be a
number of things over a long period.”
Trust in government, he adds, “is one of
those things that take 15 years to build up
and 15 minutes to undermine.”
The county’s strategic plan outlines
a number of approaches to make that
15 years of building as beneﬁcial as possible. They’re not all going to be easy. In
fact, some require faith in the power of
so-called “stretch” goals. The strategic
plan calls for empowering “employees
to take risks, embrace change and make
improvements.” That said, the basics of
the program include:
• Increasing visibility. The idea here is
to make sure that citizens are aware of
the many services the county is providing for them. This includes ﬁnding
opportunities for leadership to participate in local and regional community
events and to provide media training
for leadership and the staff.
• Expanding public engagement. The
county plans to redesign its website
to focus on services, not departments,
thus adding more to the public’s understanding of what the county is really
doing for them. What’s more, the
strategic plan calls for ﬁnding more
effective ways to solicit citizen participation, including the simple notion
of holding informal board meetings
throughout the county at night—when
taxpayers can actually attend.
• Comparing efforts. Smith and his colleagues are focused on transforming
the organizational culture in a way
that benchmarks the county against best
management practices utilized by other
public and private organizations. G

Phoenix Recycles to Fight Sprawl
Instead of pushing houses, businesses and all that comes along with urban
sprawl further into the uninhabited desert, Phoenix-area municipalities are transforming the space they already occupy with the resources they already have.
What most would consider trash, the people of Chandler, Ariz., see as treasure.
The city used 1,500 discarded tires, 200 feet of old conveyor belts and chunks
of old sidewalk to turn a trash dump site into a park—the area’s first built on a
landfill, according to The Arizona Republic. And in downtown Phoenix, Maricopa
County finally made use of an 82-year-old warehouse that stood unused for half
a century. After removing toxic materials, the county moved the assessor’s office
into the revitalized building, which is more cost-efficient and safer than the office
space it was previously paying to use. Anti-sprawl initiatives haven’t typically
been popular in the valley in the past, but as Diane Brossart of the environmental group Valley Forward Association tells the
Find more ideas for
Republic, “it’s starting to gain traction.” And
creative programs at
governing.com/ideas
she notes, “that’s good news for all of us.”
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| TECH TALK
By Steve Towns

Farm of the Future
Milwaukee takes hydroponics to the next level.

C
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picture, proponents want Milwaukee
to develop industry leading expertise in
technologies, science and distribution
techniques that will move aquaponics out
of the basement and into large-scale use.
The IBM report makes recommendations aimed in that direction, including
creating an urban agriculture and
aquaponics council that would assemble
interested parties—like major companies,

the region, assembling related companies, government agencies, educational
institutions, nongovernmental organizations and investors under one umbrella.
An aquaponics council needs the
same mix, says Dunkelberg. “I call them
the ﬁve food groups—and that’s what you
need if it’s going to be sustainable.”
Many details must still be worked out,
including complex questions about busi-

JEFF REDMON, SWEET WATER ORGANICS

an high-tech, water-based farming be an economic springboard
for the Milwaukee region? It’s a
question that city officials, private businesses, academics and nonproﬁts
hope to answer over the next year or so.
In March, Milwaukee was one of
24 cities worldwide to win a Smarter
Cities Challenge Grant from IBM, which
provides $500,000 in consulting help to
tackle critical quality-of-life issues. This
summer, a team from IBM spent several
weeks interviewing potential stakeholders in what proponents hope will be a
burgeoning “aquaponics” industry that
creates jobs and eliminates food deserts
in depressed neighborhoods.
Aquaponics combines hydroponics,
where plants are cultivated in water
instead of soil, and aquaculture, the farming of ﬁsh and other marine creatures. It
uses a series of tanks and pumps to create
a closed loop where ﬁsh waste fertilizes
the plants and plants purify water for the
ﬁsh. Until now, aquaponics in the U.S.
largely has been the province of hobbyists, but it’s drawing more attention as a
sustainable approach to urban agriculture.
“We’ve already shown that individuals
can do this in their basement. One issue is
can we scale this up,” says Claus Dunkelberg, business development director for the
Milwaukee Water Council, a group of local
water technology companies, government
agencies and academics that was instrumental in acquiring the IBM grant.
Plan supporters envision warehousesized aquaponics operations that are
equipped with sophisticated sensing
devices to boost efficiency, and backed
by research that multiplies ﬁsh spawning cycles and boosts crop production.
These facilities could be housed in vacant
buildings in poor neighborhoods, providing jobs and a supply of nutritious, locally
produced food for residents. In the bigger

The city is considering a watery, yet high-tech, approach to food production.

universities, the city public works and
local aquaponics start-ups. The report
also proposes launching an aquaponics
innovation center to share scientiﬁc and
technological breakthroughs and serve as
an incubator for new companies.
Since the report’s release, there’s
been movement toward creating an
aquaponics council, Dunkelberg says,
but that could take a year or two to
coalesce. Ultimately, the Milwaukee
Water Council could be a template for
the new group, he adds. The 4-yearold council is a hub for water-related
research and economic development in

ness models and funding. But Dunkelberg
says the potential is there, pointing to
growing reliance on farm-raised seafood
and mounting interest in locally produced
food. Few places are better positioned to
exploit that trend, he argues, than Milwaukee, with its longstanding expertise in food
processing and freshwater research—not
to mention the town’s passion for a good
ﬁsh dinner.
“I’ve yet to ﬁnd any region that’s more
hung up on ﬁsh fry,” Dunkelberg says. “It’s
unreal.” G
Email stowns@governing.com
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SECURING A
PERIMETER THAT HAS
NO PARAMETER.

SOLVED.
The Internet comes with inﬁnite accessibility, inﬁnite endpoints and inﬁnite threats. There are
breaches to worry about. People, too. We get it and can help protect your agency, inside and
out. Our experts can audit, design and build a solution — supported by vendors like Cisco,
McAfee and Total Defense (formerly CA Technologies). It’s what we call sleeping better at night.
Peace of mind available at CDWG.com/security
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| PUBLIC MONEY
By Girard Miller

Slaying the OPEB Dragon
here’s a crisis in retiree healthcare funding, and it continues
to get worse for state and local
employers. It’s one thing to pay
this year’s premiums, but it’s even harder
to come up with the money for the future
costs of the beneﬁts now promised to
today’s employees—not with the costs of
health insurance outpacing state and local
revenues and the general inﬂation rate.
As other post-employment beneﬁts
(OPEB) liabilities keep piling up, public
leaders are grasping for solutions. Several states have taken action. Some of the
moves are obvious and well-accepted as
the new norm; others are at the cutting
edge of innovation. Not every city or state
approach is replicable elsewhere—state
laws may preclude action and some solutions might not be viable for other reasons.
But here’s a summary of some of the current approaches to the OPEB crisis and
how they are working out:
Change the plan for new hires. The
easiest long-term reform for retirement
beneﬁts is to reduce them for new employees. Unfortunately that won’t save much
money for years to come, but it’s a start.
With private-sector employers rapidly
abandoning retiree medical beneﬁts, there
is little competitive pressure to maintain
traditional OPEB plans. A modest deﬁned
contribution plan for retirement health
savings is usually all the market requires.
Some employers are providing employeeonly coverage for new hires.
Cap the beneﬁt. With medical costs
outstripping general inﬂation by two or
three times each year, the biggest move
employers can make is to put a dollar ceiling on the beneﬁt and index it to the CPI.
This single action has huge actuarial costreducing beneﬁts.
Require employee contributions.
Most public employees, especially the
older ones, know the value of their OPEB

T
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beneﬁts. It’s only fair that they pay part of
the costs. If you are freezing salaries, you
can’t ask for much, but a symbolic sliver of
cost-sharing can be expanded later when
the economy gets better.
Fund the plan actuarially. Most public employers with massive OPEB liabilities have not even set up a trust fund to
pre-fund the beneﬁts. This ostrich-like
behavior guarantees that the problem
will worsen. Even if budgets are tight, it
makes sense to make partial payments
toward the actuarially required contributions and then “ramp up” a little each year.
Employees can’t be asked to contribute if
there’s no trust fund in place.
Install a “narrow network” HMO.
Along with higher deductibles and
co-pays, which everybody seems to
be doing this year, many employers
have also installed a narrow-network HMO as the primary health-care
beneﬁt for their employees. Narrow
networks exclude high-cost medical
providers and thus cut premium costs.
Almost half of private employers have
gone this route, a 200 percent increase
in just a few years. This can then become
the basis for the retirees’ OPEB beneﬁt as
well, which can cut costs by 25 percent
|in some locations.
Sell bonds to fund one-third of OPEB
liabilities. Nobody can tell for sure whether
the stock market’s latest swoon was a bottom, but interest rates are now near their
lowest levels in a century. That enables
some public employers to sell taxable
municipal bonds for as much as a third of
the total OPEB plan liability, and invest the
money in the stock market at depressed
levels. For more on this strategy and pitfalls to avoid, see my article, Beneﬁts Bonds
Revisited, in the Public Money section on
Governing.com.
Buy out the beneﬁts. Beverly Hills,
Calif., won national attention and a pro-

fessional association award for its innovative solution to skyrocketing OPEB costs.
The big idea: Get out of the business of
guaranteeing retiree medical beneﬁts the
city can’t afford. First, the city set up a
deﬁned-contribution OPEB plan for new
employees. Then it sold a bond issue at
4.5 percent and used the money to fund
a voluntary exchange program in which
current employees could cash out the
actuarial value of their previously earned
OPEB beneﬁts and receive an employee
health savings account plus a package of
cash and deferred compensation. More
than half of the eligible employees made
this election, which will save the city millions of dollars. It’s been so popular that
employees who didn’t take the original
deal now want in. G
Email millerg@pfm.com
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Retiree medical costs can be tamed, but it requires effort.
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ANNOUNCING

2012

LE ADERSHIP FORUMS
Each regional GOVERNING forum brings public
and private sector executives together for
innovative discussions on how to effectively
lead our states and localities.

Atlanta, GA: March 29
Raleigh, NC: April 26
Lansing, MI: May 31
Boston, MA: June 27
Austin ,TX: September 6
Sacramento, CA: October 10
Albany, NY: November 8
Phoenix, AZ: December 4
* Event dates and locations are subject to change

Governing North Carolina: A Leadership
Forum was a great conference and really spoke
to the issues that we are grappling with today.
I was greatly inspired by this conference…there
is a message for all of us who serve in state
government and indeed to all the citizens
of our state.”

To get involved, please contact:
Susan Shinneman
VP of GOVERNING Events
sshinneman@governing.com | 916-932-1337
www.governing.com/leadershipforums

—Charles Williams, Division of Aging and Adult Services,
State of North Carolina
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Player
GABE KLEIN

A

t one point or another, Chicago’s
2.7 million inhabitants become
pedestrians. Whether they’re
running an errand or catching a bus, Chicago’s new Transportation
Commissioner Gabe Klein wants to make
sure they’re safe. “Our priority has to be the
people walking,” Klein says, “because they have the
least armor.”
Appointed in April, Klein was brought to Chicago by Mayor
Rahm Emanuel to replicate some of the successes he had as
director of the Department of Transportation in Washington,
D.C. The bike enthusiast is best known for expanding bike
lanes in the District and its popular bike-sharing program,
which is one of the nation’s largest. Since its inception in
64

2008, it has grown from a membership of 1,600
people to more than 18,000 today.
Building on that success in Chicago,
Klein has implemented the city’s first
protected bike lane, giving bicyclists a
safe route downtown and pedestrians a
bigger buffer from vehicular traffic. It’s a step
toward a pedestrian initiative that includes employing friendlier intersections, executing a public awareness
campaign for walkers and motorists, and potentially installing
video screens at the city’s 2,200 lighted bus shelters. These
screens would convey a bevy of information on how close
the next bus is, current inventory for car- and bike-sharing
programs and calculations of how long it would take to walk
to nearby destinations.
—Tina Trenkner

DAVID KIDD

Commissioner of the Chicago
Department of Transportation
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© Siemens AG, 2011. All Rights Reserved.

Moving a city forward,
one stop at a time.
Siemens answers for mobility help bring more jobs and better ways to get to them.

Over the past 20 years, Charlotte, North Carolina, has nearly
doubled in size. New growth has brought new challenges —
how to move people and attract businesses in a way that’s
also good for the environment. That’s why the city teamed
with Siemens to build the region’s first light rail system. Now
traffic is flowing more easily, development is blossoming and
historic neighborhoods have new life.

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.

siemens.com /answers
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STRATEGY & ORGANIZATION

|

TECHNOLOGY

|

ENGINEERING & OPERATIONS

|

ANALY TICS

Revitalizing quality of life for citizens.

Reclaiming national competitiveness.

Re-imagining America’s infrastructure.

Ready for what’s next.

America needs bold ideas and new ways of thinking to re-imagine
and rebuild our national infrastructure. To support economic growth, regain national competitiveness,
and ensure our quality of life, we need decisive, collaborative action. Booz Allen Hamilton is uniting
stakeholders and enabling next generation solutions that leverage new business models, innovative
technology, and funding—in scalable, sustainable ways. Join the conversation to re-imagine and
transform America’s infrastructure.

www.boozallen.com/infrastructure
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