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Restoring Trust

Associate Editor Jessica Mulholland
Chief Copy Editor Miriam Jones; Copy Editor Elaine Pittman

ur annual Outlook in the States and Localities conference took place last month in Washington, D.C. The
event, now in its 18th year, drew hundreds of attendees
who heard from six keynote speakers and numerous
panelists. They shared their expertise and insight over more than
a dozen sessions, and despite the diversity of topics covered, an
important theme emerged that will have major implications this
election year: trust.
Restoring trust in government is critical to our country’s success. This point became especially clear when Connecticut Gov.
Dannel Malloy explained how he convinced citizens and legislators to close the state’s two-year, $6 billion deﬁcit. Everyone had
to make a sacriﬁce, he said. So the state cut a few programs, raised
taxes and asked the unions to accept fewer beneﬁts. Malloy’s message: Let’s get back to a bipartisan approach to governing.
The theme continued with former
Vermont Gov. Howard Dean and former
Michigan Gov. John Engler stressing the
need for leadership that transcends partisanship. Both decried the lack of effective
leadership at the federal level, but praised
state and local authorities for taking steps
to restore trust by working to remedy ﬁscal problems through structural reforms.
The former governors suggested creating more public-private partnerships and
reforming campaign ﬁnance.
Former Pennsylvania Gov. Ed RenBy Fred Kuhn, Publisher
dell called for increasing infrastructure
spending by $200 billion per year across all government levels.
Despite strong opposition from leading conservatives, Rendell
believes a tax increase, such as a gas tax, is doable, as long as any
infrastructure spending is accompanied by better transparency,
accountability and decisions based on a cost-beneﬁt basis. In other
words, take the steps necessary to build trust in how government
spends taxpayer money.
Sometimes it takes outside forces to bring the trust issue to the
forefront. In Colorado, reporter Chris Osher from The Denver Post
wrote a series of articles investigating how the use of enterprise
zones, meant to spark economic development in the state’s poorest regions, had grown to cover more than 70 percent of Colorado.
In 2010, $75 million in tax credits created a net 564 jobs, a cost of
nearly $133,000 per job. The state Legislature is now investigating
the program. (We honored Osher at the event with the Hal HoveyPeter Harkness award for outstanding journalistic coverage of state
and local government.)
What do you think needs to be done to retore trust in government? As always, you can let me know your thoughts on this and
other topics we cover by emailing me at publisher@governing.com.
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LETTERS

disinvestment should be recognized immediately.
—Andrew Troemner,
Indianapolis

How game theory,
academia
analysis and acade
emia
are reinventing the
e way
y
cities ﬁght crime.
By John Buntin

34
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By John Buntin
cities ﬁght crime.
are reinventing the way
analysis and academia
How game theory,

Changers
Crime’s Real Cost
Game
As usual,
economists are missing something: The social cost of crime is the cost
of crime plus the cost of crime control
plus the loss of productivity of the incarcerated and those that make a living
incarcerating them [Game Changers, February 2012]. When are we going to admit
that this drug war is every bit the failure
that Prohibition was?
—Paul on Governing.com

A Maintenance Solution
We need a dedicated source of funding for infrastructure and maintenance
that will be self-sustaining [The Luxury of Upkeep in Economic Engines,
February 2012]. Here’s a thought: tariffs.
The U.S. has essentially a zero percent
tariff rate compared with 28 percent for
China. Raise tariffs to half that of Chinese
levels, generate roughly $100 billion a year
and dedicate this money to infrastructure.
—Alex Hamilton
This problem revolves around the fact
that many elected officials aren’t necessarily going to be around long enough for
maintenance cutbacks to become immediately obvious. One way to control these
penny-wise but pound-foolish maintenance cutbacks is to change accounting
rules to account for future maintenance
liabilities in the same budget cycle as the
decisions are made. No official would—
or rather, should—approve of a ﬁscal
change that would raise costs while
reducing services, and any long-term
6

POLITICS

Rethinking
the Bag Study

Game
Changerss

Election Center 2012

After reading Donald F. Kettl’s
Potomac Chronicle column
[Rethinking the Plastic Bag
Battle, February 2012], I agree
with his premise about environmental policy being driven
by local governments.
I noted, however, that the
piece began with references
from the University of Arizona-Loma
Linda University study about the health of
reusable bags. Plainly put, that is a nothing issue.
First, there was no mention in the
column that the universities’ study was
supported ﬁnancially by the American
Chemical Council, which happens to be
the trade group that advocates for the
plastics manufacturers.
Second, research done by Consumer
Reports has blown the ﬁndings from the
study out of the water. Regarding the
bacteria-in-the bags ﬁnding, a senior staff
scientist said, “A person eating an average
bag of salad greens gets more exposure
to these bacteria than if they had licked
the insides of the dirtiest bag from this
study. These bacteria can be found lots of
places, so no need to go overboard.”
—Patrick Laceﬁeld,
Montgomery County, Md.
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What’s New
Eyes may be on the race for
president, but we’ll be watching the
state and local elections for you at
governing.com/election.
DATA

Number Crunching
Made Easier
Even though it launched a mere
six months ago, Governing Data is
getting a minor facelift. It’s prettier,
cleaner and easier to navigate.

NEWS

Read the Daybook
Every Friday, we compile state
and municipal government-related
events happening around the
country. We encourage you to send
submissions by Thursday afternoon
to daybook@governing.com.

What Do You Think?
Ryan Holeywell’s feature in last
month’s issue asked: Did the stimulus do anything for transparency?
Readers, via an informal poll at our
Outlook in the States and Localities conference, said:

39%
No

61
%
Yes

Tell us what you think at
mailbox@governing.com

GOVERNING | Ma rc h 2 0 1 2

GOV03_06.indd 6

2/17/12 3:25 PM

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

If a tablet makes
you productive...
the Toughpad keeps
you that way.

THE NEW PANASONIC TOUGHPAD. A fearless new way to get the job done.
Introducing the new Android™-powered Panasonic Toughpad™ A1, the rugged, all-weather tablet with a daylight-readable
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and wireless features including GPS, Wi-Fi and mobile broadband, the new Toughpad A1 with 3-year warranty is the
purpose-built tablet that’s ideal for state and local government personnel on the go.

Learn more at panasonic.com/toughpad
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By Ryan Holeywell

APIMAGES.COM

Meet Occupy Wall
Street’s Favorite
Banker
FINDING A BANK PRESIDENT who’s
beloved by supporters of the Occupy
Wall Street movement isn’t impossible.
You just have to travel to North Dakota.
Meet Eric Hardmeyer, a banker
who bears the unlikely distinction of
being in the good graces of everyone
from Michael Moore to Mother Jones
magazine. Hardmeyer leads the Bank
of North Dakota (BND), the country’s
only publicly owned state bank. Since
2010, lawmakers in at least 16 states
have introduced bills that would put
them on the path toward creating a
state bank similar to BND, according
to a study by the National Conference of State Legislatures. So far the
movement has yet to produce another
system like North Dakota’s. But advocates say they’ll raise the issue again in
2012 legislative sessions. Their pitch:
Publicly owned banks can help create
jobs, generate revenue for the state,
strengthen small banks and lower
local governments’ borrowing costs.
Hardmeyer, once largely unknown
outside his state, is today fielding calls

from lawmakers across the country.
The bank was formed in 1919 with $2
million in bonds as a response to farmers who found they couldn’t get credit
from out-of-state banks. These days,
it helps implement state economic
development programs, lends money
to businesses, serves as the depository
of state funds and also functions as a
“banker’s bank” that performs tasks like
check clearing for smaller institutions.
The bank is overseen by a triumvirate of officials—the governor,
attorney general and agriculture
commissioner—while the Legislature
sets its budget. Instead of needing a
federal bailout, the bank actually pays
dividends to the state. And instead
of tightening up post-recession lending, BND has actively tried to facilitate
loans that traditional banks shy away
from. “With this institution [and] its
mission comes a higher degree of risk
than what a traditional bank might be
willing to tolerate,” Hardmeyer says.
BND partners with smaller local
banks throughout the state on various

Eric Hardmeyer
runs the Bank
of North Dakota,
which has come
to represent
something of
an “anti-bank”
to Occupy
Wall Street
supporters.

loan programs. In a typical
transaction, a smaller bank
would originate a loan, and
BND could guarantee part
of it or buy down the interest rate. The effect is that a
business loan that might otherwise not have been made,
or that might have only happened at
a high interest rate, suddenly can be
offered at a reasonable price. BND is
no charity: It’s turned a profit every year
since at least 1971. Standard & Poor’s
recently increased the bank’s credit
rating. Its returns on investment are
consistently higher than those of similarly sized private banks, and its proportion of delinquent loans is smaller.
Still, not everyone’s a fan. The
president of the community banks’
trade association has called the model
“socialistic.” Ironically, though, one
federal study found that BND may
actually be strengthening the role of
community banks in North Dakota by
limiting the presence of large banks
that could pose competition. G
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Preventing a ‘Nightmare’ Train

FLICKR/NMASHUROVA

ON THE DAY AFTER Christmas 2010,
as a walloping blizzard hit New York
City, 400 passengers were riding the
Manhattan-bound A train from Queens.
Around 10 p.m., the train ground to
a halt. It wouldn’t move again for
eight hours. Although the train was
above ground, the conductor allegedly refused to let passengers out.

With no heat, riders were packed into
a single car to stay warm. They were
stuck without food or water, and forced
to relieve themselves in the train or
between cars. Passengers who called
911 reportedly were told to contact the
Metropolitan Transportation Authority; calls to MTA were directed to 911.
Once the train did get moving again,
the passengers were offloaded and told
to wait another 45 minutes for the next
train. As one passenger recently told
reporters, “It was a nightmare.”
That harrowing ordeal is now the
subject of a lawsuit from about two
dozen of the riders, filed against the

city’s transit agency. The passengers’
attorney, Aymen Aboushi, has taken
the case pro bono. Aboushi says he’s
seeking a nominal payment from the
city—about $25,000 for passengers’
medical expenses—but the real goal
is to ensure something like this never
happens again. All the plaintiffs want,
Aboushi says, is for the agency to
create a responsible policy. Passengers
stuck for at least four hours should
have access to water and blankets, he
says, and the agency needs a better
way to communicate with trapped
passengers and provide medical
services once they’re offloaded.
The agency hasn’t responded to
the suit, and officials declined to
discuss the case. But during testimony
before the City Council in December,
New York City Transit President Thomas
Prendergast admitted the agency
messed up. “We forgot about that
train,” he said. “That’s inexcusable.”
Prendergast has announced
plans to scale back transit service as
dangerous weather approaches, as
when the city canceled all transit before
Hurricane Irene last year. An MTA
spokeswoman says the agency also
has a new policy to ensure someone is
named the “customer advocate” during
emergencies. That person would be
exclusively tasked with monitoring the
safety and comfort of passengers.
But Aboushi says the city needs
more of a comprehensive approach
for dealing with a similar crisis in the
future. “What if it happens again?” G
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blot·ting \blät-ting\ v : The practice of buying up abandoned
properties surrounding one’s home to create “blots,” which are
between the size of a lot and a city block. Popularized in shrinking
post-industrial cities, notably Detroit. “Blotters” say they’re
improving neighborhoods by annexing the blighted lots. Some
cities want to make it easier for homeowners to purchase vacated
next-door properties.
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Saving Miami’s
Stadium by
the Surf
MIAMI MARINE STADIUM, located
on an island in Biscayne Bay, offers
striking views of both the city and
the water. If it were located almost
anywhere else, it would likely be the
centerpiece of a waterfront district.
Instead, Miami leaders have essentially
abandoned the structure since Hurricane
Andrew hit it 20 years ago. Built in
1963, the venue hosted everything from
powerboat races to big-name musical
acts like Aretha Franklin, Ray Charles
and The Who. Today, it’s in complete
disrepair. The seats are broken. It’s
littered with weeds and broken beer
bottles. And nearly every square inch
of concrete is covered with graffiti.
That may change, as city officials
continue to work with the Friends of
Miami Marine Stadium, a nonproﬁt
dedicated to restoring the 6,500-seat
venue to its former glory. Mayor Tomás
Regalado has repeatedly emphasized
his desire to save the structure, and last
year, he penned a piece in The Miami
Herald emphasizing his commitment
to the landmark. In 2008, the city
designated the stadium a historic
site, which prevents demolition. The
city’s new master plan for the island
features the facility prominently.
Any plans, though, come with a
caveat: The city doesn’t want to spend
much money. That’s ﬁne with Donald
Worth, co-founder of the nonproﬁt. He’s
trying to persuade the city to give his
group a no-cost lease on the building.
In exchange, the nonproﬁt will work on
fundraising the $30 million needed to
restore the structure. “At a time when
governments don’t have much money,
groups like ours are going to have to
ﬁnd creative ways to get things done,”
Worth says. “There’s no downside for
the city. This thing has sat here for 18
years. All we’re saying is give us a shot.”
See more stadium photos at
governing.com/stadium. G
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A new growth
plan cites
Carroll Creek
Park in downtown
Frederick as a
best practice.

MARYLAND WILL GET about a million new residents in the
next 25 years, according to state projections. It’s already one
of the most densely populated states in the country. That’s
why Gov. Martin O’Malley has instituted an ambitious and
controversial plan he says will help manage the state’s growth
while protecting rural areas and the Chesapeake Bay. But is
he overreaching?
The effort, dubbed PlanMaryland, has drawn praise from
the American Planning Association. But rural county leaders and state lawmakers say O’Malley is pushing a state
takeover of local land-use decisions that unjustly favors
large and liberal jurisdictions. State officials argue that’s not
the case, but O’Malley’s fiery response likely isn’t calming
his critics. “This is not a wall that prohibits counties from
making stupid land-use decisions,” The Washington Post
quoted O’Malley saying at a hearing last year. “They’re still
free to do that, but we’re not going to subsidize it anymore.”

THE BREAKDOWN

9 6% $265

The number of
states without
an income tax.
Republican lawmakers in at least
7 other states are
trying to reduce or
eliminate income
taxes this year.

The drop in serious
crimes in Lancaster,
Calif., from 2010
to 2011, which the
mayor partly attributes to sounds of
chirping birds playing on 70 speakers
throughout the city.

Est. state income,
in millions, that
Alabama is losing
due to its controversial immigration
law that’s caused
thousands of illegal
immigrants to ﬂee
the state.

Basically, PlanMaryland encourages growth in areas
that already have built-up infrastructure, in order to avoid
the cost of extending that infrastructure to rural areas. It
gives localities a strong incentive to share that goal: Those
that don’t follow the guidelines will be less likely to receive
state discretionary funds.
State officials say it’s the best way to utilize their limited
resources. According to Maryland State Planning Secretary
Richard Hall, road construction expenses and maintenance
costs alone would fall about 30 percent over the next 20
years. The plan will also help preserve more than 300,000
acres of farmland and forest over the next 25 years,
according to state estimates.
In 1974, the state’s General Assembly authorized the
creation of such a plan to promote “prosperity of the people”
through “coordinated development.” But enacting it had been
elusive until O’Malley pushed the plan through via executive
order in December. Few states have pursued this level of
planning, and it’s no surprise that it’s causing some frustration among local leaders.
This year, the nuts and bolts of the plan—including maps
of areas that will be targeted for development—will be put
together. That will be done in concert with localities, Hall
says. But Leslie Knapp, associate director of the Maryland
Association of Counties, says, “There has been a general
feeling of a lack of real participation” among his members.
Knapp doesn’t dispute the state’s authority to develop
criteria for distributing discretionary funds. But one of his
group’s priorities is to ensure that localities still have the right
to pursue projects that don’t conform to the plan, as long
as they’re willing to fund them independently of the state.
Hall, meanwhile, is betting that local leaders will come to
embrace PlanMaryland. “I think many of those that are wary of it
will see that, over time, it makes sense for Maryland,” he says. G

DOUGLAS VIA

Maryland Gets With the Plan

SOURCES: AP/CBS NEWS, THE WALL STREET JOURNAL, POLITICO
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| DISPATCH
By Paul W. Taylor

Preparing for the Next Occupation
Can change keep the Occupy movement going?
ﬁght for a different kind of future, they are
not going to have a future.” Surveys show
young adults, the so-called Millennials,
are more likely than any other age group
to believe that inequality in income and
wealth is a major problem for themselves
and for the country.
But support for the Occupy movement is far from universal among
Millennials. An analysis of recent poll-

FLICKR/TRAVIS McCREA

VANCOUVER, B.C.—Everything you
know about the Occupy movement is
wrong, partly because most public officials never understood it in the ﬁrst place
and partly because it is changing on the
ﬂy after being forced to pack up most of
its encampments over the winter. That’s
according to Kalle Lasn, the 69-year-old
man who gave Occupy Wall Street its
name, initial mandate and inspiration.

Overnight encampments are less likely
to happen in Occupy’s next phase.

Yes, the Occupy movement actually
started across the Canadian border in
Vancouver, where Lasn runs an anticonsumerism magazine called Adbusters.
By using Twitter and the Web to get the
word out, Lasn turned #occupywallstreet
and OccupyWallStreet.org into brands
that continue to stoke the movement and
spark protests in cities of all sizes across
the globe.
Many of the protestors are young
adults, and Lasn points with optimism at
the “mobilization of young people caught
up in this feeling of ecological, economical
and political crisis, who know if they don’t
14

ing data by demographer and LifeCourse
Associates President Neil Howe indicates
that “nearly half of young adults have not
heard of Occupy Wall Street [and] of all
the young people who have heard of the
movement, nearly as many disapprove as
approve.”
As for how the movement will change,
Lasn says there may still be encampments,
but fewer of them, with the focus expected
to shift to surprise occupations that are
one-day or one-afternoon affairs at target
sites, including economics departments at
universities, large publicly traded companies, courts and other public institutions.

Lasn says the next season of Occupy
also will be a “meme war.” Memes, a name
given by biologist Richard Dawkins to
transcendent cultural messages, are Lasn’s
weapon of choice for changing business as
usual with “myriad ideas for challenging
the status quo.” Memes travel well among
activists, they travel quickly on the Internet and they can be used against those who
resist change.
Lasn sees promise in like-minded
people coalescing around a collection
of memes to form a third political party,
which would be a form of catch-up for a
“political left that’s been kind of ineffective for a long, long time in getting our
act together.” He insists the left has better
ideas or memes than the right, but concedes that the Tea Party has been more
effective, “because it is so visceral and so
passionate they have made a big difference
in this area of governance.”
And what of the public officials who
don’t understand the movement? Lasn
acknowledges that some mayors and other
officials have tried to be supportive of the
Occupy movement, but even those who
entered public service in order to help
redress economic and social injustice
are not the most likely or attractive allies.
“They tend to be an undynamic bunch of
people who are not prodded very easily
into anything new or especially anything
radical,” he says. “It is only when extreme
pressure is brought on them by the Tea
Party—and hopefully the Occupy movement down the road—that things slowly
start to move.”
Lasn says most public officials don’t
need or wouldn’t want advice from him.
But if they did ask? “Wake Up. Get with
it,” he urges. “Make up your mind and start
ﬁghting for what you believe in.” G

Email ptaylor@governing.com
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| POTOMAC CHRONICLE
By Peter A. Harkness

Strained Relations
What do the feds see when they look at the District of Columbia?
was born and raised in Washington, D.C. It’s my hometown.
It’s also the hometown of the federal government, a relationship that dates back all the way to 1791, when the city was
founded by Congress as a federal district. Almost a century later,
Georgetown, a small port on the Potomac River, was incorporated
under a single municipal government and the District of Columbia was born.
Today, it is the D.C. government that federal officials in the executive branch and Congress interact with more than any other locality,
or more than any state. And the relationship between the two governments isn’t always amicable.
For starters, voting is a major point of contention. Please
understand that eligible voters among the 617,000 District
residents do not have the right to vote for a congressional representative. We pay federal taxes like everyone else, but we can
only vote for a nonvoting delegate who sits in on House com-

FLICKR/DON BAXTER/MEDIA IMAGES INTERNATIONAL

I

D.C. Mayor Vincent
Gray’s administration has
had a rocky ﬁrst year.

mittees, but has no real say. We couldn’t even vote for president
until 1961. Beyond that, Congress has an almost imperial control
of our budget and all other laws our Council enacts.
But sometimes you can’t blame Congress for its heavy-handedness. These federal officials in the bureaucracy and Congress
form their impression of the District based on what they see right
in front of them every day. That’s not so good when you consider
D.C.’s recent and not-so-recent history.
Marion Barry, who may be one of the craftiest politicians I’ve
ever seen, as well as one of the most deeply corrupt, served four
16

terms as mayor. We ﬁnally escaped his grip in 1995 when Congress created a ﬁnancial control board to oversee all municipal
spending and rehabilitate a city government that was in a ﬁscal
and political death spiral. Three years later, Anthony Williams,
the former ﬁnance officer for the control board, was elected
mayor, served two terms and transformed D.C.’s government. He
was so successful that the oversight board went out of business
in the middle of his ﬁrst term. In 2006, Adrian Fenty, a young,
energetic, impatient and abrasive reformer with the political skills
of a drill sergeant, succeeded Williams.
Unfortunately, as the Tea Party Congress convened last year,
they didn’t see the new, transformed D.C. Instead, they saw a
series of bad news stories in the local press.
Fenty had lost his re-election bid to Vincent Gray, the Council chairman who almost immediately was accused of paying off
a competitor no one had ever heard of named Sulaimon Brown
to stay in the race if he would continue attacking Fenty. Gray allegedly even offered Brown a
government job, which he eventually took, but
was ﬁred within weeks for incompetence. The
whole matter is under federal investigation.
Then newly elected Council Chairman
Kwame Brown ordered up not one, but two
“fully loaded,” $2,000-a-month Lincoln Navigator SUVs for his personal use, defying not only
the city’s supposedly stringent cap on spending,
but also its devout green policy.
In December, a District councilman admitted in federal court that he had defrauded the
city—speciﬁcally programs for disadvantaged
youths—of $353,000 in public funds to pay for
a fancy car, a trip to Pebble Beach and even a
dinner at Hooters.
Another member, the son of former U.S.
Commerce Secretary Ron Brown in the Clinton
administration, is being investigated for pushing online gambling legislation while working at a law ﬁrm that
represents clients who would proﬁt from the gaming.
Then, there is the part-time City Council itself, which has
13 members and is the second-highest paid in the country at
$125,000 annually per council member, except for its chairman,
who makes $190,000. Some of its members even maintain lucrative jobs in the private sector.
I could go on. Marion Barry isn’t the mayor, but he’s still on the
Council and still in trouble: He seems to have a perennial problem
paying his federal taxes.
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| FEDWATCH
By Ryan Holeywell

“

Unquestionably,
our city government
has been keeping
FBI and IRS agents
very busy.”
Unquestionably, our city government
has been keeping FBI and IRS agents very
busy, not to mention Justice Department
attorneys. Even the new Congress has
had their hands full making sure we don’t
enact any gun control laws or do anything
else they wouldn’t do back home.
In spite of all of this, a new analysis of city performance scrutinized by
The Washington Post and Georgetown
University shows that in the wake of
the Williams-Fenty reform movement,
the city government has dramatically
improved its delivery of services, even
as demand has increased. It shows the
murder rate is falling like a rock. And
the newest Census data shows D.C. is the
fastest growing city in the country, and
not because of jobs in the federal workforce, which are actually declining.
Best yet, the Council has passed an
ethics law, which, while watered down, at
least cuts those allowable constituent services slush funds in half. You take progress
where you can ﬁnd it. G
Email pharkness@governing.com

CDBG Takes Another Hit
Budget cuts and a data tweak drain the grants.
City and county officials across the country already expected cuts to their
Community Development Block Grant (CDBG) allocations this year. But almost
everyone was shocked to see just how big they were. Congress cut funding for
the program by about $390 million, or around 12 percent. And to make matters
worse, several communities took an even larger hit, due in part to technical
changes to the type of data the U.S. Department of Housing and Urban Development (HUD) plugs into the formulas that dictate CDBG funding.
New Orleans, for example, will lose
more than $4 million in CDBG funds, or
27 percent of its 2011 total. Los Angeles
does even worse, losing out on $12.5 milHUD
lion, or 19 percent of its 2011 total. Hialeah,
Secretary
Fla., is the biggest loser. In 2012, it will lose
Shaun
nearly half its funding and get $1.8 million
Donovan
less than it did last year. “The formula, to
me, seems flawed,” Allentown, Pa., Mayor
Ed Pawlowski told HUD Secretary Shaun
Donovan during a U.S. Conference of
Mayors panel in January. “I don’t think it’s
capturing what’s happening within our communities.” So what exactly is going on?
CDBG allocations are based on complicated formulas that take into account
a community’s population, poverty level, overcrowding, volume of pre-1940s
housing stock and a statistic called “growth lag,” which measures how slowly a
city has grown relative to other cities. But to complicate things further, this year
HUD began plugging new types of Census data into those formulas. In addition
to the 2010 Census, HUD is now using data from the its American Community
Survey. That seemingly slight change has had big effects on some communities’
allocations. Knowing the change would cause some confusion, HUD published
a 127-page report in December detailing the switch, but it has still left several
local leaders scratching their heads.
To be fair, some places actually benefit from the new methodology. Still, an
overwhelming majority of CDBG recipients will get less in 2012. The situation is
especially frustrating for local leaders like Pawlowski, who are essentially feeling
the effects of two cuts at once. For his part, Donovan has said it may be time
to revisit the formulas. Meanwhile, Pawlowski and other city leaders continue
to express their aggravation at the shrinking budget for CDBG, a program they
appreciate given its flexibility.
Because local governments’ revenue still hasn’t returned to pre-recession
levels, most local leaders say they can’t substitute their own funds for the
amount cut by the feds. “It’s forcing us and a lot of other communities to start
making very hard choices,” says Eric Brown, director of housing and community development for Prince George’s County, Md., which saw its CDBG funds
cut by about 23 percent to $4.2 million this year. “We’re looking at what our
priorities are and trying to make do with
Find out what the
the limited resources we have to fund
feds are up to at
governing.com/fedwatch those priorities.”
FLICKR/KNIGHT FOUNDATION

It’s as if a new mentality has seeped
in that permits what in many cities and
counties would be deemed wildly inappropriate. Each Council member has been
allowed to raise $80,000 a year in private
constituent services funds, mainly from
special interests. They can legally spend
the dollars on almost anything they want.
It’s a mentality that may have spread
through the ranks. Nearly 90 employees
recently were suspended and face potential ﬁring and prosecution for illegally
receiving unemployment beneﬁts while
holding city jobs.
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| HEALTH
By David Levine

Jailhouse Shock
Older and sicker inmates are sending health-care budgets into cardiac arrest.
rison, it’s been said, is a microcosm of society. In the case
of health care, that is certainly true. Just like the rest of
us, the prison population is getting older and, as a result,
sicker. They need more—and more expensive—health
care, which they have a right to receive under the 8th Amendment’s ban on cruel and unusual punishment. That’s putting a
tight squeeze on corrections budgets across the country.
According to the Bureau of Justice Statistics, the number
of federal prisoners 55 and older nearly doubled over the
last decade, from 8,221 in 2000 to 15,323 in 2009. That’s due
in large part to the more draconian drug sentencing laws
of the 1970s and 1980s, which sent baby boomers away for
longer stretches.

Given the current budget conditions, states are looking for ways
to cut costs. The Kansas Department of Corrections (KDOC) has
found one with a managed-care contractor called Correct Care Solutions. Among that company’s care solutions was establishing clinics
to treat chronic illnesses within prison walls. Inmates with kidney
disease are housed at sites that have dialysis machines, while inmates
with other medical problems are moved to facilities that specialize in
those diseases. The solution saves on the cost of hospital visits and
related high fees, such as security guards and transportation.
Since inmates are closer to care, they now receive better preventive care, which lowers the risk of more serious and costly
health problems. These and other changes have been a success, according to Viola Riggin, director of health-care services
for KDOC. The state expects 2012 costs to actually
go down to $45.5 million from $46.1 million in 2010,
even though the prison population has grown. When
the contract is renewed in 2013, Riggin expects an
increased cost of less than 4 percent, compared to the
industry average of 6.9 percent.
Within the next year or so, the corrections department plans to open an Activities of Daily Living unit
for the 474 inmates who are considered signiﬁcantly
disabled and/or frail due to age or disability. “Geriatric
The number
inmates are usually our highest users of services such
as offsite dialysis, oncology and hospice,” Riggin says,
of federal
noting that this category of patient costs $22.55 per day
inmates 55
to treat, compared to just $9.18 per day for inmates in
and older has
the lowest level of care.
doubled in the
Moore, the corrections health-care consultant,
last 10 years.
recommends that states partner with local universities to stay on top of research (KDOC is affiliated with
Today, those prisoners are in their 50s and 60s, and are develthe University of Kansas), have access to nonproﬁt administraoping age-related health conditions like heart disease, cancer and
tive oversight and obtain better pharmacy prices under the 340B
complications from diabetes. With years of hard living behind
Drug Pricing Program, which provides outpatient drugs to elimost of them, they have higher odds of carrying hepatitis C or
gible safety-net health organizations at a reduced price. Those
HIV, of having AIDS, liver or kidney disease, substance abuse
states that self-administer their correctional care should negotiate
damage and mental illnesses.
better prices with providers and create a preferred provider network, just as outside managed-care companies do.
Correctional health-care costs reached $9.9 billion in 2009,
according to Prison Health Services, a private company that proOf course, these inmates are only going to get older, and
vides health care to inmates. When HIV treatments alone cost
health-care costs are only going to rise. The problem isn’t going
$2,000 a month, you can see why costs are so high. They fall
away. States like Kansas, which has been aggressively attacking
entirely on states, too, since prisoners aren’t eligible for Medicthe issue for a decade or more, stand the best chance of keeping
their heads above water. “We don’t know what the future holds,”
aid or Medicare. “When I started in this ﬁeld in 1978, health care
Riggin says, “but we won’t be waiting to ﬁnd out.” G
was on average about 10 percent of the correctional budget,” says
Jacqueline Moore, a Colorado-based correctional health-care
consultant. “Now, it’s about 20 percent.”
Email levkern@nycap.rr.com
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| GREEN GOVERNMENT
By Elizabeth Daigneau

Good Enough to Eat?

FLICKR/GEMMA BILLINGS

Farmers markets are ﬂourishing—so are safety concerns.

or lots of people, going green means reducing their personal carbon footprint. And for many, that means buying food closer to its source. That demand for local meat
and produce has been fueling an explosive growth in
the number of farmers markets nationwide. There are currently
about 7,200 farmers markets across the country—a 64 percent
jump in the past ﬁve years. The U.S. Department of Agriculture
estimates that sales will reach $7 billion this year, nearly doubling
since 2002. In addition to being easier on the environment, farmers’ fare is fresh and seasonal, and buying from a produce stand
can help stimulate the local economy.
But is it safe?
That’s a question more people have been asking, since the fare
sold at farmers markets generally receives less government oversight than the products sold on grocery store shelves—and that’s
not likely to change anytime soon. That’s because states have been
moving to exempt farmers markets from the same food safety
requirements that brick-and-mortar stores have to meet, says
Doug Farquhar, program director of environmental health for the
National Conference of State Legislatures. “It is a growth market,”
he says. “States want to encourage economic development.”
While there’s no evidence that food at farmers markets is any
more dangerous—most sources of foodborne illnesses are never
identiﬁed—there also is no evidence that it’s safer. State and
local governments have jurisdiction over farmers markets. Yet
data from a 2006 survey of farmers market managers reported
minimal government oversight—only 14 percent reported state
government enforcement of food safety requirements and just 20
percent reported city, county or municipal involvement. “They
may not be more or less hazardous,” says Farquhar, “but state

F

regulators are starting to realize they are a market. And just like
grocery stores, they need some regulation.”
In the past two years, state legislatures have moved to create
more explicit rules governing the sale of food at farmers markets
and other direct-to-consumer outlets. Most of these laws, however,
have effectively eased regulations. Bills passed last year in Arizona,
Florida, New Jersey, Pennsylvania, South Dakota and Washington
allow small-scale food producers to make low-risk food products
(such as breads, cookies, jams and, in some states, home-canned
fruits and vegetables) in their own kitchens, and then sell those
products directly to consumers at venues like farmers markets.
Without these kinds of “cottage food” bills, those bakers and canners would be required to make their food in a certiﬁed commercial
kitchen. That’s cost-prohibitive for most startup businesses.
Still, foodborne illnesses sicken one person in six in the U.S.
each year. So while governments don’t want to squash a growing
economy—and one that has so many environmental beneﬁts—
they do want to ensure the food’s safe. The most serious attempt
to do that while letting farmers markets ﬂourish is Oklahoma’s
approach, says Farquhar. A bill in both the House and Senate will
allow the public health department to study food sold at farmers markets to see what kind of restrictions may or may not be
necessary to make the food safe. Similarly, Illinois passed a law
last year creating a task force to review the rules deﬁning what
products can be sold at farmers markets, as well as sanitation and
food preparation requirements.
For now, however, Farquhar says it’s “up to individual vendors
to make sure their products are safe.” G
Email edaigneau@governing.com
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| ECONOMIC ENGINES
By William Fulton

California’s TIF Over Redevelopment
The Golden State changes how it funds urban revitalization.
he current battle over redevelopment in California highlights
an important question for economic developers throughout
the nation: Can tax-increment ﬁnancing
(TIF) survive the current downturn in the
economy, or has TIF become a luxury that
general funds can no longer afford?
The idea behind tax-increment
ﬁnancing is simple: In an urban area
that needs investment, any increase in
property tax revenues in that district—
the property tax increment—should be
plowed back into the district to fund
infrastructure or to subsidize private
development. In theory, this is good
for everyone, because property tax

TIF requires a ﬁnding of blight, and cities
that have recently formed TIF districts
must share their property tax increment
with schools and counties.
Nevertheless, TIF has been one of
the few ways cities in California can
unilaterally gain more control over the
property tax ﬂow. (Under Proposition
13, local governments don’t set their own
rate; the state sets the rate and allocates
the revenue.) TIF is so widely used in
California that in recent years, the taxincrement ﬂow to redevelopment agencies has been around $6 billion—some
12 percent of the entire property tax revenue in the state. Because of complicated
school equalization requirements in
California, the state must backﬁll every dollar that school
districts lose to TIF. Since
schools get 50 percent of the
property tax, that means the
state is subsidizing redevelopment to the tune of $3 billion
a year. When you’re staring
at a $25 billion budget deﬁcit,
that’s real money. That’s why
California Gov. Jerry Brown—
a former big city mayor
who used TIF effectively in
Oakland—eliminated it. Even
without the budget deﬁcit,
there’s a reasonable point to be
made here: Should California
really be spending $3 billion in
state general fund revenue per
year on urban revitalization
and economic development?
To help close
The legal wrangling that followed is complicated and not
a budget gap,
worth going into detail here.
Gov. Jerry Brown
Suffice it to say that just before
eliminated
the New Year, the California
redevelopment
Supreme Court upheld the
agencies.
complete elimination of redevelopment agencies and TIF

APIMAGES.COM

T

revenues wouldn’t go up without the
tax-increment investment. But in practice, property tax revenues go up for
a whole variety of reasons, including
simple inﬂation in the real estate market, which means schools, counties and
other agencies that receive a share of
property tax revenues perceive themselves as losers.
Many states severely restrict access to
TIF, letting local governments use it only
for speciﬁc purposes. But in California—
where TIF was invented 60 years ago as
part of the state’s urban renewal effort—
there are few state restrictions, and TIF
is the single most important ﬁnancing tool
available to the state’s 480 cities. Access to

20
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Surplus Federal Personal Property
Making Efficient Use of America’s Resources
When it comes to acquiring surplus federal personal property, GSA makes it easy to support your mission—while
maximizing your budget and sustaining environmental stewardship. In addition to experts with extensive knowledge
in personal property management, we offer innovative online solutions—such as GSAXcess®—to support your
research efforts and expedite the donation of items ranging from common products to specialized devices and
heavy machinery.
To learn more about how your agency or organization can obtain personal property that’s no longer needed by
federal agencies, visit gsa.gov/propertydonationscmp.

GSA Training Conference & Expo 2012 is coming, May 15-17 in San Antonio, TX.
To register today, visit expo.gsa.gov
To read this code,
download a free QR
reader app on your
smartphone and scan.
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| URBAN NOTEBOOK
By Tod Newcombe

Subhead.
Are
alternative codes the solution to decades of bad zoning?

City officials in California have been
both angry and terriﬁed about the end of
TIF. It’s part of a longstanding feud with
the state—dating back more than 30 years
to Proposition 13—as to who controls the
property tax. Underneath the rancor,
however, is a healthy discussion both in
California and nationwide about how to
ﬁnance urban revitalization. In California,
the liberal TIF law meant that everything
looked like a nail, because TIF was the
only hammer. TIF has an important role
to play, but it’s not the only tool. G

The aerial
Text
to come
image of a shopping mall in Chandler, Ariz., speaks volumes about the
Text
come. G
effect
ofto
20th-century
zoning codes on urban life. The photograph shows acres of
parking lots and big box stores connected by boulevardwide access roads. Perfect
for cars, lousy for people. It’s a great illustration of how such rules have left the U.S.
urban
sprawling and ugly and, well, blah.
Email landscape
tnewcombe@governing.com
Emily Talen, a professor in the School of Geographical Sciences and Urban Planning at Arizona State University, takes the Chandlers of urban America to task in
her new book, City Rules: How
Regulations Affect Urban Form.
She examines how regulations
over time have disﬁgured the
metropolitan environment by
encouraging car-centric, landdevouring sprawl—the types
of development that have led
to strip malls, bedroom communities and office parks.
Seaside, Fla., used
Utility regulations, deed
form-based codes to
restrictions, impact fees and
create a beach village.
federal laws have also hurt the
urban landscape, but Talen’s focus is on zoning, which she calls the mother lode of
city rules. Throughout history, we’ve used rules to guide the growth and development
of cities, but in the last half-century the connection between rules and physical outcome has broken down, leaving a homogenous sprawl that continues to grow, although
demand has shifted toward mixed-use, compact, walkable neighborhoods.
How can cities turn the situation around? Talen points to the adoption of zoning
rules that give cities greater ﬂexibility and predictability in how they develop. More
recently, form-based codes (FBCs) have emerged as a powerful tool for city planners
who want to create a city that’s walkable, sustainable and that incorporates neighborhood context into new development, as well as preserves existing structures. It is a
code that focuses on the relationship between buildings, streets and public spaces.
Seaside, Fla., a planned community noted for specifying building height, setbacks
and encroachments, was the ﬁrst in the country to use FBCs. The Nantucket-like
town features dense, walkable neighborhoods that have narrow streets and homes
with front porches. Another example is Miami 21, the largest FBC effort to date.
Form-based codes, however, have met some resistance from the design community. Architects, for example, think they’re heavy handed, and they’re irked at the
idea of a code dictating the form of their buildings. But killing the creative spirit of
architects is not the goal of FBCs, says one of Miami 21’s creators. “If the architects
could understand that they’re part of a larger effort of placemaking, and it’s not just
a restriction like any old code, I think they would have a good time working with
form-based codes,” Elizabeth Plater-Zyberk told Architect magazine.
For her part, Talen is optimistic. The sheer lack of logic in rules that put houses
next to highways, while separating grocery stores from neighborhoods, won’t stand
the test of time, she writes. Needs are shifting to smaller, more urban households,
where the emphasis is on “quality of place.” The result will be an America that takes
greater stock in rules “that address the multiple dimensions of urban life.” G
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“

Underneath the
rancor is a healthy
discussion both in
California and nationwide about how to
ﬁnance revitalization.”

22

HeadlineRules
Broken

FLICKR/M. CLARISE MOORE

along with it. Cities and redevelopment
agencies wanted to negotiate a compromise, but Brown held ﬁrm and the redevelopment agencies went out of business
on Feb. 1.
The silver lining is that the end of
redevelopment has opened up a fresh discussion in California about how to ﬁnance
urban revitalization and economic development. One idea put forth by Darrell
Steinberg, the leader of the state Senate,
is to give the tax increment to the schools
and counties but allow the cities to keep
the real estate assets accumulated by
redevelopment, creating a kind of local
economic development endowment.
Others have proposed sharply limiting
the use of TIF to speciﬁc purposes, such
as brownﬁelds, transit-oriented development and inner-city retail. Still others
have suggested making it easier for local
governments to issues bonds for economic development purposes.
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The PORTLAND

For years it’s been seen as the model for urban transit. C
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PROBLEM

t. Can it still afford to be? By Ryan Holeywell
Photographs by David Kidd
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THE PORTLAND PROBLEM

hen Peter Rogoff, the head of the Federal
Transit Administration, visited Portland,
Ore., earlier this year, local leaders and
transit officials were abuzz. The city’s identity has long been tied to its reputation as a
transit leader, and hosting the highest transit official in the land
helped bolster those credentials.
Rogoff, in town as part of a conference on streetcars that
drew local leaders from across the country, took time to praise
the region while visiting the nearly completed Southwest Moody
Avenue renovation. The $51 million project, which includes new
traffic lanes, a bike and pedestrian path, and links to light rail

W

per—and a bad omen for Portland. Despite Rogoff ’s celebratory
remarks, the decision makes the future of the new line unclear.
The Tri-County Metropolitan Transportation District of
Oregon (TriMet), the regional transit agency that runs buses,
commuter rail and light rail, faces a budget shortfall of up to
$17 million next ﬁscal year. The Portland Bureau of Transportation, which manages the streetcar, faces a $16 million gap. Local
officials are still crafting those budgets, but it’s virtually certain
that leaders of a region long known for a commitment to multimodal transportation will have to increase fares and reduce
service to balance budgets in 2013. Especially signiﬁcant will
be the likely end of the Free Rail Zone, an innovative program
that provides no-cost rides in the center of the city
and has come to symbolize the region’s commitment
to easily accessible transit service. What’s less clear
is how signiﬁcant Portland’s transit challenges are
in the long term. Most government leaders here say
they are temporary setbacks that won’t change the
region’s future priorities. But some critics say that’s
exactly what needs to happen.

ransit systems nationwide are facing budget
shortfalls similar to those of Portland—and
in some cases vastly larger. Yet Portland
occupies a unique space in the eyes of transit
observers. Despite a population of less than 600,000,
it’s considered one of the most inﬂuential voices—if not
the model—for American transit. “Has there even been
a case in American history of a city as relatively small as
Portland having the same sort of pervasive impact on
the policy and the built environment of America?” wrote
urban affairs analyst Aaron Renn in The Oregonian in
2010. “It is truly remarkable, shocking even, and something I dare to suggest will likely never happen again.”
Neil McFarlane, general manager of TriMet, puts it
Neil McFarlane, general manager of the region’s transit agency,
more succinctly. “We outbox our weight class.”
From the window in his office, McFarlane can surmust close an upcoming budget shortfall of up to $17 million.
vey the agency’s ﬂeet of buses and, more important, get
a sense of how many of them are stuck at their central
parking lot and how many are busy ferrying residents across the
and streetcar lines, is key to the region’s efforts to expand its
transit system. But it means more than that to the city. It’s also
greater Portland region. Sporting a purple V-neck sweater and
touted as a way to encourage millions in redevelopment of the
round spectacles, McFarlane has both the demeanor and look of
nearby waterfront.
a tenured college professor as he discusses the agency’s monuThe city and regional transit agency, Rogoff said in a press
mental budget struggles calmly while acknowledging their signifrelease, “have hit a home run with this project and demonstrate
icance. “There are high expectations and lots of demand for our
the enormous economic beneﬁts transit can deliver to a commuservice, frankly, above and beyond what our ﬁnancial capability
nity.” Rogoff ’s presence at the site was a ﬁtting capstone, since U.S.
is in the long term,” McFarlane says.
Department of Transportation Secretary Ray LaHood had been
When he was named head of the agency two years ago in
the midst of the economic downturn, he faced big challenges—
on hand for its groundbreaking a year earlier.
But the timing of the Rogoff visit could have been better: About
namely a massive budget hole. Today, things aren’t much differ36 hours earlier, the suburban community of Lake Oswego, some
ent. That’s due to several factors. One is the payroll tax, a unique
feature that funds half the agency’s operations with a tax paid by
seven miles south of downtown Portland, withdrew its support
local businesses based on employees’ gross wages. With employfor a proposed new transit line that would have vastly expanded
the Portland streetcar system. The withdrawal was due in part
ment down as a result of the recession, that revenue is about
to questions about costs, which were initially pegged at $458
$3 million shy of where agency officials expected it to be. Another
million. The decision was front page news in the local newspachallenge is an estimated $4 million the agency expects to lose

T
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THE PORTLAND PROBLEM

from a belt-tightening federal government. But most challenging, says McFarlane, are the unsustainable health beneﬁts TriMet
employees and retirees are receiving.
Right now, a TriMet employee with 10 years on the job can
retire at age 55 and get full lifetime medical beneﬁts with no
deductible, no employee contribution and a co-pay of just $5, he
says. TriMet’s own ﬁnancial analysis illustrates just how costly
such a generous package has become. In 2000, the cost of active
and retiree health beneﬁts accounted for about 12 percent of the
agency’s payroll tax revenue. By 2014, it will gobble up more than
a third of that revenue, and by 2020, it will account for more than
half of it. “They promised themselves into a catastrophe, and
riders are going to pay for it unless there’s a healthy ﬁght,” says
Michael Andersen, publisher of Portland Afoot, a monthly newsmagazine that covers transit in the region.
The recession has helped pull back the veneer on the agency’s
business model, McFarlane says, and it’s clear that it’s broken.
A state board recently rejected some cost savings tied to worker
beneﬁts that the agency hoped to achieve this year. That puts the
budget another $5 million to $10 million in the hole, depending
on how the battle between the agency and union plays out this
spring. And this year isn’t an aberration for TriMet. Since the
Great Recession began, the agency has absorbed approximately
$60 million in revenue reductions and has been cutting service,
increasing fares and shedding positions. Now, McFarlane says,
“there’s no low-hanging fruit left.”
To solve the problem next year, TriMet has proposed fare
increases—by nearly 20 percent in some cases—as well as eliminating the Free Rail Zone program, cutting bus service and reducing
the frequency of light rail trains. When you take any of those steps,
McFarlane acknowledges, “You’re messing with people’s lives.”
(Earlier this year, riders could use TriMet’s website to vote on which
remedies the agency should pursue using what The Oregonian calls

“the most depressing interactive survey you’ve ever taken.”) If the
agency makes service too spotty or fares too expensive, riders may
switch to other means of transportation. And if those passengers are
driven away for too long, it will be a challenge to get them back—
even once revenue rebounds.
t the same time it works its way through seemingly
intractable budget problems, TriMet is pursuing a
massive expansion: A seven-mile, $1.5 billion light
rail line to the suburb Milwaukie is scheduled to
come online in 2015. That’s caused some observers to scratch
their heads, wondering how the agency can have enough money
for new projects but not enough to keep up existing operations.
“They’re closing their eyes and jumping,” says Andersen. “They’re
running on faith. And hopefully their faith is justiﬁed—it always
has been in the past. I hope they’re right. I fear they’re wrong.”
Others have a less nuanced outlook. “Why do people think
TriMet is a model for the rest of the country?” John Charles,
president and CEO of the Cascade Policy Institute, asks from his
office in a small business park just outside the Portland city limits. “Because they don’t know this,” he answers, referring to the
agency’s structural budget problems. TriMet’s generous commitments to its workers have put it on a path that can’t be reversed,
he argues, and he believes the agency isn’t being fully candid
about just how bad the situation has become. McFarlane fully
acknowledges that one-time concessions from the union won’t
do his agency much good in the long term and emphasizes that
big changes are necessary.
There are those who claim the region has focused so much on
transit—speciﬁcally rail, which has high capital costs—that its officials are blind to the risks they’re taking. Charles and many other
skeptics believe the current push is driven largely by local leaders’
desire to continue receiving national accolades for their commit-

A

The streetcar is credited with contributing to the redevelopment of the Pearl District, a former industrial area.
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A new streetcar
line extending east
of the Willamette
River is scheduled to
open in September.
Meanwhile, the light
rail system is planning
a major extension to
a southern suburb.

ment to rail. Indeed, when U.S. News & World Report ranked Portland the No. 1 city in America for transit last year, TriMet tooted
its horn by plastering ads highlighting the ranking on its vehicles.
(The agency had to pull them when the publication revised its
rankings due to problems with its methodology.)
Charles says the rail-ﬁrst approach is fundamentally wrong.
The region could serve more people who really need transit for
less money if it instead focused on buses. In a case of politics making strange bedfellows, that’s the same point that one local liberal
group, OPAL Environmental Justice Oregon, continues to make.
Jonathan Ostar, executive director of OPAL, has taken up the
cause of low-income residents and argues that the region’s focus
on rail is causing service cuts and fare hikes that create an undue
burden on those who rely on transit the most: bus riders who
28

don’t live on rail lines. “We’re in a region that invests in public
transit but doesn’t necessarily invest in the modes of transit that
speak to the needs of the most transit-dependent,” Ostar says. “If
we’re building out the system with rail, why are we cutting the
system with the bus? That sends a very clear message about who
the system is for and who we want the system to be for.”
In 2010, voters in Multnomah, Clackamas and Washington
counties rejected a bond that would have generated $125 million
in revenue that TriMet could have used to replace older buses
(and indirectly would have freed up millions in general fund revenue). The tab would have been $20 a year for a homeowner with
a house worth $250,000. For Ostar, that’s a sign that bus service is
an afterthought in otherwise progressive Portland. Transit-dependent riders represent only about 16 percent of TriMet customers.
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A recent city auditor’s survey found that transit is the primary
form of transportation for only about 7 percent of residents.
McFarlane, for his part, says it’s an issue of costs. The agency
is investing heavily in rail since its higher capacity means lower
operation costs per-rider compared to buses. And TriMet’s
contribution to the capital costs of the Milwaukie extension is
$47.4 million—less than 5 percent of the total. Bonded out over a
25-year period, its annual impact isn’t nearly as costly as it would
appear at ﬁrst glance. But it’s still signiﬁcant. Starting in 2016,
debt service and operations on the new line will add $7 million
in costs to an agency that has yet to balance its 2013 budget. But
McFarlane says TriMet can’t afford to stay idle. With a million
new residents projected for the region by 2035, neglecting expansion would be irresponsible, he argues.

ortland is a city that actually has two rail-based transit
systems that are integrated—the light rail and a streetcar. In some ways, the challenges facing the streetcar
may be the more signiﬁcant, says Chris Smith, who
serves on the streetcar system’s board. A new $150 million extension is scheduled to open later this year and will nearly double
the level of service. TriMet and the city have each kicked in about
$1.3 million for the new operations costs, but another $1 million
per year is still needed—over and above the approximate $1 million that will be generated if free rides on the streetcar are eliminated. Another project known as “closing the loop”—connecting
the new streetcar line to the new light rail line—only has about
half of its funding nailed down, though officials have a few years
to ﬁgure out that one. “We’re looking under every seat cushion

P
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The popular Free Rail Zone program allows travelers within the city center to ride at no cost. That could change next year.

and rock to ﬁnd spare change,” Smith says. New revenue sources
may be necessary. One idea that’s been pitched is a local gas tax.
Another is something called a street utility fee, which would
be something like a property tax. But getting citizens to accept
either could be difficult.
The streetcar plays an atypical role in the transit system in that
it explicitly is not intended to move large numbers of people long
distances in a short period of time. With long waits and stops that
are sometimes just a couple of blocks apart, it does not have commuters in mind. Instead, it caters to university students, tourists,
shoppers, diners and bar-hoppers—namely people who aren’t in a
rush—who want a simple way to move around town once they’re
already there. Critics of the approach say it’s a project that ﬁlls
a need that doesn’t really exist. But supporters say its primary
purpose isn’t as a people mover; it’s to encourage development,
which it has.
The Portland Bureau of Transportation, which runs the streetcar, is still looking to ﬁll its $16 million hole. The agency is funded
largely by the city’s portion of the state gas tax revenue, which
itself is becoming less reliable, given the growing efficiency of
vehicles, says Tom Miller, the city’s transportation director. Portland has also committed itself to non-revenue-generating projects
like a major bridge rehabilitation. “Structural funding deﬁciencies
plague our budget,” Miller says. But that same agency’s budget
covers much of the new operational costs associated with the
streetcar extension. The situation is so tight that, as a way to help
solve the crunch, Miller has pitched the idea of calling a halt to
road repaving for ﬁve years.
Yet streetcar supporters say the slow mode of transportation
plays a vital role. Portland Mayor Sam Adams argues that it would
be foolish to give up on it, given the federal money available (half
the streetcar extension was funded by the feds), the billions in
redevelopment it’s prompted (which even critics acknowledge)
and the support it’s given to the modern streetcar industry
30

(United Streetcar, based in suburban Portland, is taking orders
from transit agencies across the country). “The critics here have
to confront the reality—the positive reality—that transit has had,”
Adams says.
than Seltzer, a professor at Portland State University, is
an unabashed supporter of transit. A former land-use
supervisor for the metro government, he’s intimately
familiar with where Portland has come from, and how
far it is has progressed. Much of that success he attributes to a
transit system that has fundamentally changed people’s lifestyles
and neighborhoods.
From his office just steps from a streetcar stop, he emphasizes
that both the light rail and transit systems are important components of an urban lifestyle to which Portlanders are committed.
He questions why, while transit agencies nationwide are struggling, Portland has come under the microscope. “We’re not here
to save the world,” he says. “We’re here to save one part of the
world. We do these things because we think they make Portland
a better place.”
For better or for worse, those expectations were cultivated by
the region’s leaders, who have embraced and even promoted their
role as a national example. Transit agencies and observers monitored the system’s successes during its halcyon times, and they’re
likely to give it an even closer eye now that it’s struggling. Will
Transit City USA have to pull back on its commitments? Seltzer
doesn’t think so. “Good things take time,” he argues. “The fact of
the matter is, what cities become is the legacy of generations, not
the legacy of a budget.” G

E

Email rholeywell@governing.com
See more photographs of Portland and its
transit system at:
governing.com/portland
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Neighborhoods powered
by parks.
An underground substation built by Siemens helps make Anaheim a city worth building a future in.

As the residents of Anaheim, California, walk their dogs in
the morning, few realize there’s a substation right under
their feet distributing power throughout their neighborhood.
The station under Roosevelt Park delivers much-needed
power to 25,000 people. It’s the first underground substation
in America, a feat made possible by an advanced design
that makes it 70 percent smaller than traditional substations.

Today, cities across the nation face countless choices about
how to generate, distribute, and use electricity. Those
choices call for unconventional thinking — because that’s
the kind of thinking that leads to truly lasting answers.
Somewhere in America, our team of more than 60,000
employees spends every day creating answers that will last
for years to come.

It seems like such a simple idea. But by putting the substation
beneath the ground instead of above it, Siemens helped
make life in Anaheim a little bit better.

siemens.com /answers
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BY ALAN GREENBLATT

PHOTOS BY GABE HOPKINS

If the Feds
Won’t Tackle
Illegal Immigration,
Kris Kobach Will.
NOT MANY POLITICIANS still mount deer heads on
the walls of their offices, but Kris Kobach isn’t afraid of going after
big game. Despite the relative modesty of his position—Kobach was
elected Kansas secretary of state back in 2010—he is smack at the center of two of the most controversial issues states are facing today.
Shortly after taking office last year, Kobach convinced the Kansas
Legislature to pass what is arguably the nation’s strictest voter fraud
law. But Kobach is known most widely for his efforts to turn illegal
immigration into a front-burner issue at the state and local levels. “I
don’t know of anybody else driving the [illegal immigration] issue
nationally as much as he is doing,” says Kansas state Sen. Steve Abrams,
a Republican.
Kobach helped draft the 2010 Arizona law that, among other
things, requires state and local law enforcement officials to check the
immigration status of individuals they have stopped and have “reasonable suspicion” to believe are in the country illegally. That law
has since been imitated by several other states—thanks, in part, to
Kobach’s own doing. It may spread further if the U.S. Supreme Court
upholds it this spring.

32

GOVERNING | Ma rc h 2 0 1 2

GOV03_32.indd 32

2/21/12 9:44 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

GOV03_32.indd 33

2/21/12 9:44 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

KANSAS STAR

Kobach already enjoyed a victory
before the Supreme Court last year with
another Arizona law he helped write.
That one requires businesses to use
the federal E-Verify system to check
the immigration status of employees.
Kobach’s success in drafting and defending laws meant to curb illegal immigration—not just in Arizona, but also in
Alabama and other states and localities
from Pennsylvania to Texas—has turned
him into a leading ﬁgure of derision
for some Hispanic groups and liberal
immigration advocates. After Kobach
endorsed Mitt Romney for president in
January, the leader of a group of Hispanic Republicans said that Romney had
committed “political suicide” by accepting the embrace of such a controversial
ﬁgure. “I did not anticipate when I ﬁrst
started working on this issue,” he says,
“that someday I would be seen as a hero
by some and a horrible villain by others
on a national scale.”

A hunter and former
rowing champion,
Kobach says he
ﬁnished writing the
Alabama immigration statute while on
a turkey shoot.
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KRIS KOBACH

His opponents say the ideas he
expresses are dangerous and even inhumane—seeking to prompt illegal immigrants to “self-deport” by making their
lives in the states so miserable and tenuous that they’ll decide to leave. But even
they grudgingly recognize Kobach has
been an innovator in creating a role for
states and localities to step in to once the
feds failed to act on immigration. “He is
one of the most important voices in the
immigration debate, one of the key people
who drove the debate to the states,” says
Tamar Jacoby, president of ImmigrationWorks USA, a business-backed group
that sees immigrants as making important
economic contributions. “I disagree with
him 100 percent, but he’s a very important
and inﬂuential voice.”
obach’s background sounds like
a parody of an inﬂated resumé:
Eagle Scout, valedictorian, a
national rowing champion despite
a long battle with diabetes. At Harvard,
his prize-winning student thesis—later
published as a book—examined the role of
the business community under apartheid
in South Africa. On a scholarship from the
British government, Kobach completed
both a master’s and a doctorate in political science from Oxford University. Then,
after earning his law degree from Yale, he
became a constitutional law professor.
“Everything has the overachievement
character about it,” says John Ashcroft,
who served as President George W.
Bush’s ﬁrst attorney general and was once
Kobach’s boss. “I don’t know of a surpassing resumé anywhere in public service
than that of his, period.”
Kobach caught the political bug early,
as a self-described “debate geek” taking
part in Kansas’ active culture of political
argument. Four years out of law school,
he was elected to the Overland Park City
Council, but his colleagues thought he’d
soon have his eye on the next opportunity.
“I didn’t think he was going to stay on the
City Council long,” says Kansas state Sen.
Tim Owens, a Republican. “I was there for
24 years. He was there for two.”
In fact, Kobach grabbed one of the
ultimate gold stars for overachievers—a
White House fellowship. As it happened,

K

“I did not anticipate
that someday I would
be seen as a hero by
some and a horrible
villain by others on
a national scale,”
Kobach says.

For a relatively obscure ﬁgure like
Kobach to have become a big political target shows that his opponents on
the immigration issue view him not
just as deeply misguided but also as a
real threat. As much as anyone, Kobach
has come up with the legal and political strategies that have helped make a
traditionally federal concern into an
area where states are, by any measure,
far more active. Kobach may be the rare
ﬁgure who has enough depth of understanding of complex issues to write 150page appellate briefs, while also possessing the political skill to boil them down
into digestible sound bites.
“Kris provided the understanding of
complex legal issues that could take the
sophistication of our approach to a whole
new level,” says Michael Hethmon, general counsel of the Immigration Reform
Law Institute, a D.C.-based advocacy
group where Kobach continues to serve
as counsel despite his position.

it landed him in the Justice Department.
He started in September 2001—a week
before the terrorist attacks that, along
with so much else, changed the department’s entire approach to immigration
and border strategy. Kobach quickly rose
to become Ashcroft’s chief adviser on
these issues. Among the policies Kobach
helped devise was the creation of the
National Security Entry-Exit Registration
System, or NSEERS—a controversial program that limited access to the country by
individuals, primarily from certain Middle Eastern and North African countries,
and required that they be ﬁngerprinted,
photographed and interrogated.
“America was no longer a setting in
which we could enjoy the insulation of
oceans to somehow provide a major component of our security,” says Ashcroft.
“Kris certainly became the point person
in this respect and helped develop some
strategies that were very effective.”
The experience instructed Kobach
in the ways in which local and state law
enforcement officials often collaborated
with their federal counterparts—and the
ways in which they failed to do so. Several of the 9/11 hijackers—including several of the pilots—had previously been in
local police custody when they were not
in compliance with immigration law, yet
they were let go. That, he describes as “a
missed opportunity of tragic dimensions.”
He wrote about this in a law review
article. But as a practical matter, it became
his mission to tie state and local law agencies more closely to federal immigration
enforcement. Ideas such as requiring the
use of E-Verify or creating penalties for
landlords who rent to illegal immigrants
came later, but the kernel of the idea
for SB 1070, the Arizona law now under
review by the Supreme Court, came to
him while he was still at Justice. And,
while he was working for Ashcroft, he
came into contact with the Immigration
Reform Law Institute, which provided the
main base for his legal efforts.
It’s fair to say that all of Kobach’s ideas
about how to discourage illegal immigration have proven to be controversial.
Not all of them have passed legal muster.
Some local officials whom he’s advised
regret falling under his sway, saying that
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KRIS KOBACH

he’s saddled them with little more than
headaches and legal bills. Kobach continues to act as the attorney for several of the
jurisdictions whose laws he helped write.
Carol Dingman, former mayor pro tem
of Farmers Branch, Texas, which is one of
those cities that has had to spend millions
to defend a Kobach-drafted immigration
ordinance, wrote a letter to a newspaper
complaining about him. “Our mayor said
he was an expert in immigration law who
would help the city on a pro bono (free)
basis,” she wrote. “Mr. Kobach was paid
$100,000. So much for pro bono.”
But Kobach has managed to position
himself at the center of state and local
immigration policies that are being pushed
into spaces left open by federal law. It’s
not a role he’s surrendered as secretary
of state. “When he worked for Bush, he
wrote the opinion that states can detain
illegals, and now when he goes around
the country, that’s the opinion he cites,”
says Kansas state Rep. Ann Mah, a Democrat and Kobach critic. “In my mind, he’s
not looking for an immigration solution;
he’s looking for a job. Cities and states are
spending millions defending his laws.”
ven as his legal star was rising,
Kobach found his climb up the
political ladder to be a bit more
slippery. He lost a race for Congress in 2004, his opponent having been
successful at portraying him as too much
of a right-wing ideologue to suit what was
then the state’s only Democratic district.
He became chairman of the state
Republican Party in 2007, where he
courted controversy by setting up a Loyalty Committee designed to ferret out and
punish local party officials who had helped
Democrats. (Kobach later conceded privately that the name was a mistake.) Just
days after he announced his bid for secretary of state in 2009, the Federal Election
Commission released an audit that found
widespread instances of ﬁnancial mismanagement during his tenure as state party
chair. Kobach was quick to put the blame
on the party’s executive director, saying
he’d been guilty of nothing other than a
“very bad hiring decision.”
All this didn’t seem to hurt Kobach
during his ﬁrst statewide race. He over-

E

36

came serious opposition in the GOP primary and easily defeated Chris Biggs, who
had been appointed as the Democratic
incumbent. Kobach fashioned himself
as the “defender of cities and states that
ﬁght illegal immigration.” He made voter
ID requirements the central focus of his
campaign, despite the fact that Biggs and
his predecessors said that voter fraud was
not a signiﬁcant problem in the state. “My
opponent was very successful in making
the race about immigration, which of

It’s fair to say
that all of Kobach’s
ideas about how to
discourage illegal
immigration have
proven to be
controversial.
course is not anywhere near the responsibility of the secretary of state,” Biggs
says. “He managed to tie the immigration
issue to the secretary of state race with a
big bow around it.”
Kobach is fond of pointing out that
voter fraud is enmeshed in Kansas history, back to the 1850s when Missourians

stuffed the ballot box to elect a pro-slavery
territorial legislature. But even the ﬁgures
he cites don’t point to any such concerted
efforts in contemporary times. The ﬁgure
of 41 incidents of improper voter or registration activity—not actual voting—for
2010 is mainly made up of honest mistakes, says Mah, the Democratic state
representative. Instead of examples of
impersonation, illegal immigrants or dead
people voting, the list is made up more of
snowbirds seeking to vote in two states
or felons who turned out to be ineligible.
There wasn’t any evidence that Kansas
was seeing large numbers of illegal aliens
voting, or that there was a conspiracy on
the part of any party or group to affect the
outcomes of elections, Biggs says.
During the campaign, Kobach complained that a Wichita man named Alfred
K. Brewer had voted in the August 2010
primary, despite having died in 1996.
It turned out the vote had been cast by
his namesake son. “I don’t think this is
heaven, not when I’m raking leaves,”
Brewer told The Wichita Eagle.
But Kobach was able to use an argument that’s been effective in other states.
He said that requiring voters to show
a photo ID is no burden at a time when
they have to do the same to board an airplane, enter a federal building or even, as
he puts it, to “buy the kind of Sudafed that
works.” He notes that in the ﬁrst election
to be held since the law was enacted—a
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KRIS KOBACH

Voter fraud has
been a problem
in Kansas since
the 1850s, says
Kobach, who
often uses this
antique ballot
box to prove
his point.

tax issue in Cimarron, a small town near
Dodge City—every voter managed to produce a photo ID, with the exception of one
woman who didn’t bring hers to the polls
in protest against the new law.
Kobach says he “bent over backward”
to guard against any conceivable scenarios
that might prevent a citizen from being
able to register and vote. Still—and again,
as in other states—critics of the new law
say it will discourage voting among people
who lack photo IDs and, in some cases, the
birth certiﬁcates that may be necessary to
get them. (The Kansas law requires that
people offer proof of citizenship when
they register.) They argue the bill Kobach
helped pushed through—not at all unique
among states, but tougher than the general run of recent voter ID laws—corrects
a nonexistent problem and instead will
serve mainly to depress and even suppress
voting, most notably among the very old,
very young, women and persons of color.
In other words, demographic groups that
by and large would be expected to support
Democrats. “He’s doing a better job as secretary of state than he did when he was the
Republican state chair,” says Mah.
ome Kansas legislators say
Kobach can be sloppy with the
facts—that despite his glittering
academic credentials and his
conﬁdent, rapid-ﬁre way of speaking, he
doesn’t always follow through or have

S

his ﬁgures correct. As he goes about an
average day—addressing legislators as
“you guys” during a committee hearing, or speaking to leadership training
groups visiting the Capitol—Kobach
sometimes does manage to mix up numbers and dates.
Mah speaks of Kobach almost as
though he were a virus—a political force
that must be stopped in Kansas before he
spreads to other states. Just as happened
with his immigration language, Mah worries that his especially rigorous approach
to voting and registration requirements
will inﬂuence lawmakers elsewhere. The
notion that he’s a kind of Johnny Appleseed of conservative legislation is one
that Kobach happily subscribes to. He
notes that Alabama’s voter ID bill copied
the Kansas language on proof of citizenship verbatim. “I think Kansas deserves
some credit for crafting a model that
other states can follow,” Kobach told the
Kansas House Standing Committee on
Federal and State Affairs recently. Kobach
inﬂuenced Alabama legislation even more
directly last year, when he helped draft
that state’s illegal immigration statute.
Some legislators in Kansas complain
that because he’s still going around and
writing laws in other states—and defending other jurisdictions’ laws in court—
Kobach is doing a disservice to the Kansas
constituents who expect him to devote his
attention and energy to his state office. The
state ethics commission ruled that Kobach
can’t accept speaking fees, but won’t stop
him from pursuing legal or political activities elsewhere. State Rep. Melody McCrayMiller, a Democrat, says Kobach’s outside
pursuits are unethical anyway.
No one in Topeka seems to expect that
secretary of state is the last political job
that Kobach, who is 45, will strive after.
That leads officials, such as McCrayMiller, to complain that Kobach is using
the position to raise his personal visibility,
giving him a “bully pulpit” much bigger
than he commanded as a constitutional
law professor. “He is using a state-held
position to further a larger agenda that is
not beneﬁting the voters he is supposed to
be protecting,” she says.
Kobach hasn’t succeeded in persuading his home state to stiffen laws regarding

illegal immigration. The state’s argricultural and meatpacking interests haven’t
been encouraged by news reports of
crops rotting in the ﬁeld in Alabama after
Kobach’s law passed there.
Kobach has argued in court against
several state laws offering in-state college tuition rates to children of illegal
immigrants, but hasn’t been able to
convince his own Legislature. (Legislation to block in-state tuition passed the
House overwhelmingly last year, but
died in the Senate.) The Kansas program
requires students to have lived in the
state at least three years, which is proof
enough that its main intent is to offer a
brighter future to children who never
intended to break the law themselves,
says state Rep. Mario Goico, a Republican who was born in Cuba. “This is not
an issue of nationality or illegal immigration—it’s an issue of a child getting
an education,” Goico says. “When you
were 14 or 15, did your parents ask for
your opinion to move to another state,
let alone to another country?”
Kobach remains hopeful that legislators will see things his way—particularly
if fellow conservatives are successful
in their campaign to oust the dominant
moderate Republicans from control of
the state Senate this fall. As for his work
in other states, Kobach says there’s no
conﬂict with the demands of his day job.
He offers up as proof the large amount of
legislation he managed to push through
during his ﬁrst year on the job.
Kobach maintains that he’s able to do
his outside legal and political work on his
own time. He says he put the ﬁnal touches
on the Alabama statute one weekend
while sitting in a turkey blind.
When the issue was raised by Biggs
and his Republican primary opponents,
Kobach says he made it clear to voters and
the media that he would be “a full-time,
effective secretary of state”—but that he
would also continue to advise cities and
states elsewhere. “I can draft a brief from
my home at 10 o’clock at night,” he says.
“I am going to be using my spare time trying to stop illegal immigration instead of
playing golf.” G
Email alangreenblatt@yahoo.com
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By Kirk Victor

BIG
DEALS

To ﬁx ﬁscal gaps, cities are playing around with more creative solutions.
Julien X. Neals doesn’t sleep
well at night. Even when Newark,
N.J.’s business administrator nods off, it is,
he says, “on a surface level where you are
thinking, ‘OK, how are we going to tackle
this problem tomorrow?’”
The ﬁtful nights are understandable.
Newark faces ﬁscal challenges that are
extraordinary. When Neals was sworn in
more than a year ago, Mayor Cory Booker
said he was counting on the new administrator to help guide Newark as it faced

38

“one of the worst economic crises in our
city’s modern history.”
Newark is hardly alone. The litany of
economic woes are a fearsome foursome:
persistently high unemployment, soaring
pension and health-care costs, dwindling
property values that have robbed cities of revenues, and cutbacks in federal
and state assistance that have further
eroded the revenue available to the cities.
The magnitude and depth of the problems are daunting. Several mayors have

likened it to a generational event where
local officials can’t look back and say, “We’ve
dealt with this before.” It has been decades
since anything like this has happened.
Faced with this reality, it’s not surprising that city leaders may be open to new
ways to ﬁnance their ﬁscal challenges.
Some of these solutions may be brought
to their attention by investment bankers
who come to the table armed with an
array of exotic—and often difficult-tounderstand—ﬁnancing tools.
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BIG DEALS

DAVID KIDD

Harrisburg, Pa., is burdened
by $317 million in debt from
a failed incinerator project.

That combination of cash-strapped local government leaders
and aggressive dealmakers has produced a situation in which the
inadequacy of the usual means of balancing the budget meets the
risky road to immediate access to capital. That was at the heart of
two of today’s high-proﬁle municipal struggles—Harrisburg, Pa.,
and Jefferson County, Ala. “So often politicians do not look long
term; they are just looking to push the buck or the can down the
road until they won’t be responsible,” says Daniel Miller, the city
controller of Harrisburg, which is struggling with fallout from the
unfortunate ﬁnancing of an incinerator deal that left the city with
a $317 million budgetary hole.
Even when the cutting-edge deal stems from a genuine try at
solving long-term ﬁscal issues, experts in municipal restructuring say they worry that city leaders don’t have the knowledge
base to analyze the deals sufficiently. The lack of sophisticated
investment analytical abilities puts them and their cities at risk
of making ill-informed decisions or even of being taken to the
cleaners. The level of sophistication when city leaders and Wall
Street bankers come to the table is “wildly asymmetric,” says
David Johnson of Chicago-based ACM Partners, which advises
a range of clients, including municipalities and their bondholders. As he describes it, when bankers and city managers sit down
together, the bankers may face a city manager who has been
doing municipal ﬁnances for 20 years, and possibly doesn’t have
an MBA. Meanwhile, the city manager is probably sitting across
40

the table from three bankers who have a combined
500 transactions behind them. “I would never bet
on the city manager in that case,” Johnson says. “Not
that city managers aren’t good at what they do, but
there is so much asymmetry. [They need help] to get
through these complicated transactions.”
While the terms of a deal can be highly technical,
complicated and confusing, sometimes the dealmaking leads to illegal conduct. For example, Jefferson County’s municipal bankruptcy was precipitated
by a combination of aggressive Wall Street bankers
and local leaders on the take. At issue was a complex
ﬁnancing deal to modernize the sewer system.
An investigation by the Securities and Exchange
Commission (SEC) of the sewer deal revealed bid
rigging, bribes and other misdeeds. The SEC settled
charges with J.P. Morgan Securities, which forked
over $750 million for illegal payments that it had
steered to inﬂuential people in the county to help
the ﬁrm win the bond deal. Some 20 city employees
were convicted of bribery and conspiracy.
Part of the Jefferson County story is about corruption, but another part centers on the failure of
leaders to understand the deals being pushed by
aggressive Wall Street pitches. “When there is a
need, the investment banking community will ﬁgure
out a product to match it,” observes David Hooks,
chief of staff to Jefferson County Commissioner Jimmie Stephens. Stephens was elected in 2010 after the
illegal conduct had occurred and is trying to clean
up the mess as head of the Finance Committee. Hooks points out
that city leaders often simply fail to ask questions when they don’t
understand the ins and outs of a deal. “Elected officials,” he says,
“never want to get embarrassed by looking like they don’t know
what they are doing.”
It’s a sentiment echoed by William Brandt, chair of the Illinois
Finance Authority. Brandt, having talked with a number of people
involved with the deal, reports that “there were too many meetings
where nobody understood the true nature of the securitization,
and there was a lot of illusionary language about what was going
to occur that didn’t.”
Misunderstandings may stem less from the lack of a deep
knowledge of the deal than from an eagerness for a quick ﬁx. In
late 2008, Chicago leased its parking meters to a Morgan Stanleyled partnership. Then-Mayor Richard Daley was trying to close a
budget hole, and the deal called for Morgan Stanley to hand Chicago $1.16 billion in exchange for a 75-year agreement to lease and
manage the meters. The transaction has since provoked outrage
among residents who were subsequently hit with repeated hikes
in parking fees.
The thinking of city leaders, says Brandt, was that the publicprivate partnership deal to lease the city’s parking meters would
gain the city a bundle of money. If that meant the folks who leased
the parking meters were to triple, quadruple and, in some cases,
quintuple the rates, so be it.
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BIG DEALS

To Brandt’s way of thinking, the parking meter situation could
have been handled in a far better way if the mayor had the political will to raise the parking meter rates himself. Politically, “there
would have been hell to pay,” Brandt says, “but the city wouldn’t
have had to quintuple the parking rates. It could have tripled
them and then sold that revenue stream into revenue bonds and
probably come out in the same place and still owned the damn
parking meters.”
Subsequent reporting by Bloomberg News revealed that the
Morgan Stanley partnership will receive at least $11.6 billion for the
parking concession over the course of the deal, or 10 times what it
paid. As to Chicago, Brandt says “it doesn’t appear that the analysis
on a best-practices basis or cost-beneﬁt basis is getting done.”
ot every deal is a bad deal. Even critics of privatization deals don’t necessarily rule them out as an option. But
they caution that privatization must
be done smartly and transparently. Deals
should not be cut behind closed doors.
Transparency, Newark’s Neals argues, is
the course his city has taken. Newark worked
with New York-based Class Green Capital
Partners, a ﬁrm that is a member of the U.S.
Conference of Mayors Business Council. It
is a specialized municipal advisory ﬁrm that
helps cities get low-cost capital through real
estate and infrastructure properties that then
undergo energy retroﬁts to make them more
efficient. At the end of the 20-year lease, when
the structures are returned to the city for $1,
the projects are more valuable—and the cost
of maintaining and running them is less.
In the sales-leaseback transaction with the Essex County
Improvement Authority, Newark sold 16 buildings, including
the courthouse and police and ﬁre stations, to the improvement
authority. The authority then issued a $73 million tax-exempt
bond, with the buildings as collateral. Newark used roughly
$40 million of the bond proceeds to plug the budget, $20 million
to retroﬁt the buildings and do an environmental clean-up, and
the remainder to pay down existing debt and transactional costs.
“This not only preserved vital city services and jobs,” Neals says,
“but reduced by more than half an otherwise signiﬁcant property
tax increase.”
It was not, of course, free money. Newark now has to take on
an additional budget item: paying back bondholders.
Neals concedes that if the economy had not crashed, the
city probably would not have done the deal, “but it was the
best of some pretty bad alternatives.” The new reality in the
public sector, he argues, is that with rising health-care and pension costs “if municipalities didn’t do something to plug budget
holes as a bridge to try to cure structural deﬁcits, they would
go out of business.”
The deal is one part of Newark’s balanced approach that
includes cutting city jobs and raising property taxes—a combi-

N

nation that has reduced the deﬁcit from roughly $175 million in
2009 to $80 million at the start of 2012.
Class Green’s co-founder and chief executive John Hirschfeld
notes that the ﬁrm is in talks with about 20 cities that are interested in pursuing a similar course.
ot all budget mavens are sold on these kinds of oneshot deals in which city leaders sell or lease assets to
cover a budget shortfall and saddle the city with debt
for years—even with the advantage of the energy retroﬁt. “I wouldn’t say no one-shots ever. You would like them to
be ﬁnancially and programmatically sensible,” says Don Boyd,
executive director of the Task Force on the State Budget Crisis, a
group evaluating the ﬁscal situation in ﬁve big
states. “In general, the extraordinary pressure
to do something other than raise taxes or cut
services makes it very attractive to do things
that don’t make ﬁnancial sense. Taxpayers
ought to be wary.”
Providence, R.I., like Newark, worked with
Class Green and leased buildings used as collateral for bonds that generated $35 million,
$30 million of which went to close its budget
gap while about $5 million was earmarked for
energy efficiency upgrades to the buildings.
That deal prompted Rhode Island’s revenue
director, Rosemary Booth Gallogly, to raise
concerns similar to Boyd’s. “I am certainly not
saying they should never be done,” she says.
“I just think when possible, they should be
avoided, and when used, they should be part
of an overall long-term plan.”
The problem with the deals is that, though they solve a
short-term problem, they push the bill for the solution down
the road, says ACM Partners’ David Johnson. When leaders
earmark the capital for one-shot budgetary fixes, “they are
selling the family silver,” he says. “You need to use that to
change your structure and not to just fill a one-time budgetary hole. Next year could be just as bad, and then what do
you do?”
But Class Green’s Hirschfeld counters that his ﬁrm encourages
cities to devote a large portion of the proceeds of transactions
to energy upgrades. By so doing, they can blunt, if not eliminate,
the criticism that the transaction is primarily deﬁcit ﬁnancing.
His company suggests that cities spend 50 percent or more of
the proceeds of each transaction on actual upgrades to produce
efficiencies and lower the net effective cost of capital of the
entire transaction.
The lesson in all of this is that there are no magic ﬁnancing
techniques. Put another way, Johnson says, his advice to hardpressed municipal leaders is: “Just because someone is coming
to you with a bag of money doesn’t necessarily mean the deal is
in your favor.” G

N

The level of
sophistication
when city
leaders and Wall
Street bankers
come to the table
is “wildly
asymmetric.”
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CAN DATA BUILD
THE PERFECT
TEACHER?
By Dylan Scott

T THE BEGINNING
of every semester,
Pam Williams logs onto
Georgia’s Statewide
Longitudinal Data System (SLDS)
to assess her incoming high school
pupils. She sifts through mounds
of information—from attendance
records to disciplinary reports to
scores on state exams—and identiﬁes potential areas of concern.
Maybe a student has a history of
being frequently absent. Or maybe
he or she has recently transferred
to Appling County, where Williams
has been a social studies and economics teacher for nearly 20 years.
She will refer back to that data and
collect her own throughout the
year, administering pretests to pinpoint the strengths and weaknesses
of her students as they begin her
classes. As Williams explains, if a
preceding U.S. government teacher
already imparted the essential
knowledge about the federalist and
anti-federalist movements during
the nation’s infancy, why rehash
it? Better instead to delve into the
principles of American democracy, a
critical topic for senior students on
the doorstep of adulthood.

A
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CAN DATA BUILD THE PERFECT TEACHER?

“Anything that will help me better understand where my students are or where they’ve been will help me be more effective as
a teacher,” Williams says. “I can learn more about each student, so
that when I am in the classroom with the student, I’m spot-on.”
Test scores, for example, can be useful in discovering deﬁciencies and subject areas where students may need extra help.
But Williams says “there is so much more than test scores” available to her on the SLDS dashboard, initiated in 2009 through a
federal grant. If a student’s records show chronic poor attendance, Williams will make an extra effort to build a rapport with

dent longitudinal data, while 28 do so for teachers. Forty states
offer feedback or growth reports to teachers based on student performance data, although only eight require teachers and principals
to be data-literate. The federal government has provided its share
of incentives: State applications for Race to the Top funding and
No Child Left Behind waivers were required to include data elements in teacher evaluations and feedback. Through the Statewide
Longitudinal Data Systems Grant Program, the U.S. Department
of Education has awarded more than $500 million since 2005 to
41 states and the District of Columbia to develop those systems.
Much of the debate about student performance data has been focused on teacher
evaluations. But for Williams and others like
her, there’s a much larger, more fundamental
question: Can administrators, policymakers
and educators use objective data to create the
perfect learning experience?

he ﬁrst step in getting teachers to use
data is making sure they know how
to read it. The Oregon Direct Access
to Achievement (DATA) Project is
perhaps the most comprehensive statewide
effort yet to educate teachers about how such
objective analysis could help them hone their
craft. Founded in 2007 and funded through
federal grants, the project’s goal is to improve
the ability of administrators and teachers to study the wealth of
data pouring in from education agencies and apply it to curricula
and instruction. It started with two-day training sessions across
the state. After a few years, successful teachers were certiﬁed as
“data coaches” for their peers. To help, the state has amassed an
online warehouse of training videos and other resources on best
data practices.
At the outset, “the waters were a little muddied,” says Mickey
Garrison, who, as the director of data literacy at the Oregon Department of Education, oversees the project. “Teachers had to be able to
analyze and make sense of the data before they could use it.” A 2011
independent analysis of the project by the University of Arkansas
concluded that teachers had “made tremendous and swift progress”
in increasing data-driven decision-making in their classrooms, and
students “had likely beneﬁted from these increases.”
Garrison had seen ﬁrsthand the potential of a comprehensive understanding of educational data. During her four years
as an elementary school principal in Roseburg, Ore., prior to the
founding of the data project, Garrison and her staff collaborated
to utilize the information that was already available to them.
Patterns in student test scores were used to identify gaps in
instruction or students in need of specialized attention. Tutoring
groups were formed and schedules were altered with additional
time for difficult subjects. Test scores quickly improved. Garrison
was soon tapped to lead the same effort statewide.
While Oregon is targeting teachers already in the classroom,
Tennessee is putting data to use before teachers ever get there.

T

GEORGIA DEPARTMENT OF EDUCATION

Pam Williams,
2011 Georgia
Teacher of the
Year, says data
changed how
she instructs
her students.

44

him or her in the ﬁrst few weeks of the
year. Or if she notices an incoming student
who’s moved around a lot—one recent student had moved 12 times during four years
of high school—it might be necessary to
engage with his or her parents to ensure a
smooth transition. (Williams’ dedication hasn’t gone unnoticed:
In 2011, she was honored as the Georgia Teacher of the Year.)
At a time when the use of data is increasingly gaining momentum in education, many teachers are wary that it could be used
as grounds to determine their pay or dismissal. But Williams
embraces the change. In doing so, she’s become something of an
ambassador between advocates pushing for more data-driven
education and the educators who will be affected. In January,
she traveled to Washington, D.C., for the National Data Summit
convened by the Data Quality Campaign, a nonproﬁt funded by
such philanthropies as the Bill and Melinda Gates Foundation
and the Broad Foundation. Panelists at the summit included U.S.
Secretary of Education Arne Duncan, Kentucky Commissioner of
Education Terry Holliday and former D.C. Public Schools Chancellor Michelle Rhee. Among all the speakers, Williams was the
only current teacher. “Teachers tend to trust other teachers,”
Williams says. “When a teacher tells you, ‘Man, I’m using this and
it’s working,’ other teachers tend to listen.”
There’s been a wide effort in recent years to incorporate data
into the classroom. According to a recent report from the Data
Quality Campaign, 40 states provide school principals with stuGOVERNING | Ma rc h 2 0 1 2
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he biggest challenge may not be ﬁscal. It may be the
effort to sell teachers on the notion that data can help
them, rather than simply cut into their pay or lead to
their ﬁring. At the National Data Summit in January,
former Tennessee Gov. Phil Bredesen, who signed the highereducation data program into law, said most people still view data
as “primarily punitive. That’s not very persuasive.”
Georgia’s Williams acknowledges that such sentiment exists.
For many teachers, she says, “data” still means an impenetrable
stack of boxes in a closet in the school office. Convincing veteran
teachers that technology and the data it provides can be harnessed to make them better educators will be difficult.
It’s worth the effort, says Education Secretary Duncan. “We
want teachers to feel empowered,” he said at the data summit.

T

10 STATE ACTIONS
TO ENSURE EFFECTIVE DATA USE

1

Link K-12 data systems with early learning, post-secondary
education, workforce, social services and other critical
agencies. (Currently in place in 11 states)

2
3
4
5

Create stable, sustained support for robust state longitudinal
data systems. (27 states)
Develop governance structures to guide data collection,
sharing and use. (36 states)
Build state data repositories that integrate student, staff,
ﬁnancial and facility data. (44 states)

Implement systems to provide all stakeholders with
timely access to the information they need while protecting
student privacy. (2 states)

6

Create progress reports with individual student data that
provide information educators, parents and students can
use to improve student performance. (29 states)

7

Create reports that include longitudinal statistics on
school systems and groups of students to guide improvement efforts at the school, district and state levels. (36 states)

8

Develop a purposeful research agenda and collaborate
with universities, researchers and intermediary groups to
explore the data for useful information. (31 states)

9

Implement policies and promote practices, including
professional development and credentialing, to ensure
educators know how to access, analyze and use data
appropriately. (3 states)

SOURCE: DATA QUALITY CAMPAIGN

Since 2007, the state’s Higher Education Commission has released
an annual report card on the effectiveness of teacher training programs within the state. Teachers who are new to the classroom (less
than three years out of college) are assessed based on the performance of their students. That data is then taken back to evaluate
the training program that produced that teacher. The 2011 report
card singled out several public universities—Tennessee State University, University of Tennessee at Martin and Middle Tennessee
State University, to name a few—for producing teachers with lower
student achievement gains than their peers. As part of Tennessee’s
Race to the Top application, which earned the state a $501 million
grant, the report card was revamped in 2011: Teacher prep programs
that produce high-quality educators could see an increase in state
funding. Struggling programs will be given more time to improve,
but they could ultimately be decertiﬁed if they fail to show progress.
Tennessee is one of only ﬁve states to tie teacher performance
data with their training programs; Louisiana became the ﬁrst, in
2004. “It’s a pre-emptive approach, instead of waiting until teachers are being evaluated out in the classroom,” says Richard Rhoda,
executive director of the Tennessee Higher Education Commission. “This is a way of getting the information back to where those
teachers were educated.”
Funding data programs like these can be a problem for some
states, despite help from federal grants. That’s been the case with
California’s Longitudinal Teacher Integrated Data Education System (CALTIDES). The system, approved by the state Legislature
in 2006, was designed to track teachers’ credentials with the
courses they teach, to ensure that each educator was being placed
in the appropriate classroom. But in 2010, then-Gov. Arnold
Schwarzenegger vetoed six months of funding for CALTIDES
as part of nearly $1 billion in cuts to address the state’s ballooning budget deﬁcit. Last year, Gov. Jerry Brown vetoed the full
$2.1 million budget for CALTIDES, saying he believed that school
districts could monitor their own teacher data. The program has
been indeﬁnitely suspended, and the state was also forced to
return a $6 million federal grant tied to the effort. California’s
struggle to develop seamless and sustainable data systems has
been cited by the U.S. Department of Education in its denial of
the state’s request for Race to the Top funding.

10

Promote strategies to raise awareness of available
data and ensure that all stakeholders, including state
policymakers, know how to access, analyze and use data
appropriately. (23 states)

“We want real feedback about where we’re strong and where
we’re weak. This shouldn’t be an additional burden for teachers.”
The goal, he said, is simple: “We’re trying to change behaviors.”
“Data has been made to seem like the enemy,” says Williams.
“In reality, every teacher in the classroom went into teaching
because he or she believed they could make a difference in the
lives of young people. If data can help me do that more efficiently
and more effectively, then it can only be my friend.” G
Email dscott@governing.com
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The Big
Easy’s
big Latino
boom

NUEVA
ORLEANS
When José arrived in New Orleans, the city was still a bombedout shell struggling to rebuild. It was mid-2006, less than a
year after Hurricane Katrina had brought the city to its knees,
and entire neighborhoods still lay abandoned, their darkened
houses ﬁlled with mold and debris. José, who asked that his
last name not be used, moved to New Orleans from Nashville
in search of construction work. Finding jobs was easy; ﬁnding a habitable place to live was not. José spent three months
sleeping in his truck and showering behind a shuttered gas
station. He had come from Nashville with four other guys, but
they couldn’t handle the conditions and soon returned to Tennessee. “I saw the potential,” José says. “I had to stay.”
Now, nearly six years later, José has put down roots. He is
the proud owner of a Mexican bar and grill in New Orleans’
Central City neighborhood. He and his longtime girlfriend
have a 3-year-old and another child on the way. They’re in the
process of buying a house. New Orleans, José says, is home.
In fact, New Orleans is now home to tens of thousands of
Latinos like José. Historically, New Orleans has always been
racially diverse, but it’s never had a sizable Hispanic community—the city was largely bypassed by the national inﬂux of
Mexican immigrants in the 1980s and 1990s. Katrina changed
all that. After the storm emptied the city out, Latinos moved in
to rebuild it. They came from all over: from Nashville, Houston, Atlanta, South Florida; from Puerto Rico, Honduras, Guatemala, Brazil. Today, the overall population of New Orleans

By Zach Patton
Photographs by David Kidd
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N U E V A

Many of the recent transplants
to New Orleans have found
construction jobs in the Lower
Ninth Ward, the neighborhood
hit hardest by Hurricane
Katrina. The houses they’ve
built there are architecturally
modern structures ﬁnanced
mostly through the Make It
Right Foundation created by
Brad Pitt in 2007.

is still about 20 percent down from what it was before the hurricane. But the Latino population has skyrocketed. Census ﬁgures
show that 33,000 Hispanics have moved in since the storm, a 57
percent increase in the last decade. That’s much higher than the
national average, and that’s almost certainly a signiﬁcant undercount, thanks to undocumented immigrants who may fail to be
captured by Census data.
Since Katrina, whole neighborhoods have been transformed
by new Latino residents and businesses. In Kenner, near the city’s
airport, Hispanics now make up 22 percent of the population, up
from 14 percent a decade ago. Village de L’Est, east of the city, has
been primarily a Vietnamese neighborhood since the 1970s, but
it too has become a major center for Latinos. In one Census tract
there, the Latino population doubled in the past decade, according to analysis from Richard Campanella, a geographer at Tulane
University. On the whole, Campanella found that 12 of the city’s
20 Census tracts now show a Hispanic population greater than
15 percent, up from ﬁve tracts in 2000. The Greater New Orleans
Community Data Center, which tracks and analyzes demographic
data, says New Orleans “may be emerging as an important gateway for Latino immigrants.”
But with such drastic population shifts inevitably comes friction. Wage theft from employers has been a major issue. And
since many of the Hispanic workers are paid in cash, they’ve
become targets for assault and theft—“walking ATMs,” as one
community organizer puts it. There have been sporadic clashes

Previous page: Alexander
moved from Houston after
Katrina in search of work. He
met his wife in New Orleans,
and they now run La Popular
Supermarket in Village de
L’Est, a neighborhood that has
seen a major inﬂux of Latino
residents. Alexander and his
wife live above the market.
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Throughout the Lower Ninth
Ward, the whine of buzz saws
and the whacking of hammers
still ﬁll the air. But some of the
construction workers there say
it’s getting harder to ﬁnd jobs,
which could compel some of
the Latino laborers to move on.

with other minority groups, and with local governments, too. In
2007, Jefferson Parish, which is adjacent to the city, outlawed taco
trucks to discourage Hispanic residents and day laborers from
congregating.
Of course, Spanish-speaking people have lived in New Orleans
for nearly as long as it’s been a city. Founded by the French in
1718, it was ceded to Spanish control in 1763, in whose hands it
remained almost up until the Louisiana Purchase in 1803. In fact,
New Orleans was home to the nation’s ﬁrst Spanish-language
newspaper: El Misisipi began publishing in 1808, mostly for the
Spanish colonials who had stayed on after the Purchase. There’s
been a Spanish-language paper in the city every decade since
then. And thanks to the banana trade, New Orleans has always
been oriented to Central and South America.
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N U E V A

Irma rings up tomatoes for
a customer at La Popular
Supermarket, which she and
her son Alexander bought
three years ago. Although
some of the other Hispanics
who moved to the area after
the storm have already left,
Irma says her family plans to
stay: “We are ﬁne here.”

50

O R L E A N S

But for the most part, the city’s Hispanic population has
remained hidden from view, says Salvador Longoria, a longtime
New Orleanian who emigrated from Cuba as a child. “There was
always a Hispanic presence here, but it was always like a secret,
you know? We didn’t have the political power; we didn’t have the
organization.”
That’s rapidly changing. Community groups have mobilized to
accommodate the new residents, and new outreach groups, such
as Puentes, an organization co-founded by Longoria in 2007, have
been formed. The Catholic Charities’ Hispanic Apostolate, which
has been around since 1972, has more than doubled the number
of services it offers. That agency went from ﬁve staffers working
out of an 1,100-square-foot house before Katrina to a staff of 30
headquartered in a converted school today. It now provides tax
preparation and workers’ rights seminars, among other services.
The city police have responded, too. Under the department’s
El Protector program, instituted in 2010, Officer Janssen Valencia
works as a liaison with the Latino community, attempting to build
trust with the residents and to empower them to report crimes.
Valencia says his role is part law enforcement, part everything
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Barbershops are often a
gathering space for Latino
communities, and a number of
new ones have opened all over
New Orleans since the storm.

New Orleans “is not New
York, where you can say it’s
mostly Puerto Ricans and
Dominicans,” says Salvador
Longoria, left. “It’s not Miami
where it’s Cubans, or the
Southwest where it’s MexicanAmericans. New Orleans
has a sizable percentage of
Caribbean people—Cubans
and Puerto Ricans and
Dominicans. And Central
Americans, whether that’s
Guatemalans, Salvadorans,
Hondurans. We have groups
from Argentina, Paraguay,
Brazil.” New Orleans, he says,
has become “a hodgepodge of
Latino nationalities.”
March 2 012 | GOV E R N I N G
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N U E V A

Eva Hurst, originally from
Honduras, has lived in New
Orleans since the 1960s. After
Katrina, she began working
with Catholic Charities’
Hispanic Apostolate to help
Latino residents in the city,
driving around neighborhoods
and working out of her car.
Today, one of her roles is
community liaison under
the police department’s El
Protector program. “It’s really
about going out into the
community and developing
trust.” The police, she says,
“have been an amazing
partner.”

O R L E A N S

else. “It’s counseling, it’s domestic affairs, it’s business, it’s personal relationships. I know everybody’s business. I’m like a priest
at confession.”
Whether New Orleans’ Hispanic boom will last, however, is
an open question. Certainly some of the post-Katrina construction workers have moved on: The city’s continued rebound means
those jobs are harder to come by. But many of those new residents have decided to stay, starting families and sending their kids
to school. “The people who were going to leave have left,” says
Longoria. “The people who will stay have stayed. Now we have a
stable population that has essentially doubled in size. Now comes
the challenging time.” G
Email zpatton@governing.com
See more photographs of Latino
New Orleans at:
governing.com/nola
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As the ofﬁcial police liaison
to the Hispanic community,
Ofﬁcer Janssen Valencia has
had his own substation in
the Village de L’Est for a little
more than a year. “The idea
was to have a place where
they felt safe to come talk to
me. I’m here to engage you.
I’m here to help you.” Valencia
has recently begun working to
incorporate Hispanic cultural
sensitivity training into the
city’s police academy.

As Latino transplants have put
down roots, their concerns
have expanded from housing
and wages to things like
education. This girl is a
student at Esperanza Charter
School in Mid-City, which
opened in 2007 as the ﬁrst
public charter school in New
Orleans geared toward the
Hispanic community.
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GOV03_48.indd 53

53

2/21/12 10:15 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

LET’S DESIGN HEALTHIER COMMUNITIES TOGETHER

America’s architects help create healthy communities. Design makes the difference:
 Design is preventive medicine. 1ot only the design of e[ceptional facilities that speed
healing, but of communities that promote wellness.
 +ealthy living is sustainable. Architects are at the forefront of designing green
buildings and healthy environments.
 &ommunity action is making a difference. ,nnovative public policies are shaping
environments that encourage walking, provide clean air, and create open spaces
for rela[ation and recreation.
With health care costs growing, the better investment is in keeping citizens healthy. Put the design and
construction industry back to work creating healthy communities.
A recent estimate has suggested that every $1 billion invested in nonresidential design and construction
would create or sustain 28,500 full-time jobs, add $3.4 billion to Gross Domestic Product (GDP),
$1.1 billion to personal earnings, and provide an additional $2.35 billion in indirect beneÀts to the economy.
The key to a healthier tomorrow is healthier communities. Working together, we have the power to
make a difference.

TOGETHER WE CAN HELP AMERICAN COMMUNITIES BE HEALTHY.

800-242-3837 l www.aia.org/advocacy
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HEALTHY LIVING
FOR STATES AND
LOCALITIES:

SIX STEPS TO SUCCESS
FOR PUBLIC OFFICIALS

INTRODUCTION
Americans spend signiﬁcantly more per capita on
health care than any other nation in the world. Yet,
among the 34 Organisation for Economic Co-operation
and Development countries, the United States ranks
26th in life expectancy and 30th in infant mortality. If
spending was an indicator of healthy living, we should
be the healthiest nation. Clearly, we are not.
Improving the nation’s health while holding down
costs isn’t going to be easy and will take a great deal
of coordination that hasn’t existed before. Public
ofﬁcials are at the heart of an issue that spans policy
and planning areas and includes nutrition, education,
public safety and transportation. To help them address
the problem, Governing hosted the ﬁrst Healthy Living
Summit on Dec. 6, 2011, in Atlanta. The outcomebased program started a dialogue that focused on
programs that can make a difference in communities of
every size and scope.
This report outlines some of the most important
outcomes generated during the summit by publicand private-sector experts and leaders from around
the country.

1. START AT THE NEIGHBORHOOD LEVEL
Place matters. If there was a single overarching message from Governing’s inaugural Healthy Living Summit,
it was the idea that where you come from plays a major
role in determining how healthy you’ll be. And cities and
states can work proactively to address the health of
their citizens.
“Your ZIP code is not just an address. It’s full of
life-determining factors,” former King County, Wash.,
Executive Ron Sims told the state and local leaders
who attended the summit. “You cannot talk about
health care in America and not talk about what neighborhoods are, and what they look like,” said Sims, who
recently returned to Washington state after a two-year
stint in D.C. as the deputy secretary of the U.S. Department of Housing and Urban Development. During his tenure in King County, Sims led an overhaul of

the way the county provided health care to its 13,000
employees, including a shift toward greater compensation for preventive care, as well as a neighborhoodby-neighborhood assessment of resident health. The
county began looking at what it could do to improve
its neighborhoods—and the lives of the residents who
lived there. “Place matters,” Sims repeated. “If you do
not alter your neighborhoods, all we do in health care
will be expenditure-driven.”
Sims’ approach in King County echoes a new shift
in the way governments across the country view their
role in shaping the health choices of citizens. That shift
comes as a result of rapidly declining health statistics
in the U.S. In 1990, no state had an obesity rate higher
than 15 percent. By 2000, only one state did not. By
2011, no state had lower than a 20 percent rate of obesity, and four states have an obese population of higher
than 30 percent. The costs of treating obesity-related
diseases is more than $147 billion a year, and climbing.
But state and local governments could help
reduce those numbers, said Parris Glendening, the
former Maryland governor who now is president of
Smart Growth America’s Leadership Institute. “Almost
all of the factors that contribute to obesity and other
health problems are preventable,” Glendening told
the conferees. “The majority of Americans today live
in places that, though design, encourage unhealthy
lifestyles—sedentary, car-based lifestyles that breed
obesity, hypertension and diabetes. Governments have
a responsibility to provide citizens with the opportunity
to make choices for healthy living, and to remove the
barriers to an active lifestyle.”

2. RETHINK YOUR CITY FROM
THE GROUND UP
Perhaps there’s no place in the United States right now
that exempliﬁes that better than Oklahoma City, where
Mayor Mick Cornett has championed a citywide focus
on wellness and weight loss, along with a $777 million
overhaul to make the city more walkable and more
bicycle-friendly. In 2006, Cornett, who was recognized
by Governing as a 2010 Public Ofﬁcial of the Year for
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his efforts, faced the fact that he—
along with a very high percentage of
his constituents—was obese. He began a campaign to “put the entire city
on a diet.” The drive has been quite
successful: As of January, more than
46,000 Oklahoma City residents had
lost a combined 1 million pounds.
But Cornett’s efforts went far
beyond a weight-loss plan. “I began examining my city
and looking at how it may have helped contribute to my
condition,” Cornett said at the Healthy Living Summit.
“What I found was that the city was playing a role in
the culture of obesity. What started as a conversation
has evolved into a new way of looking at infrastructure, a shift in thinking so that city transportation no
longer revolves predominantly around the automobile.”
In December 2010, Oklahoma City voters approved
Cornett’s proposed 1-cent sales tax increase to fund a
massive redesign of the city, including 60 new miles of
biking and walking paths, a new 70-acre park downtown, sidewalks throughout the city and an extensive
network of streetcars in the city’s urban core.

3. LITTLE THINGS MATTER TOO
Most places can’t afford to invest on the level that
Oklahoma City has, especially not right now. But there

are plenty of smaller measures—many of them
free, or nearly free—that governments can take
to help citizens make better health choices.
Sonoma County, Calif., for example, found
one such innovation to be quite effective, said
Valerie Brown, a county supervisor and an adviser to President Obama’s Advisory Group on
Prevention, Health Promotion, and Integrative
and Public Health. “In Sonoma, we’re taking a
holistic approach to making the
community healthier, including
things as simple—and as innovative—as making sure that every
primary care physician in the
county had our hiking and biking
maps that they could provide to
patients.” Investing in bike trails
and hiking paths won’t make anyone healthier if they don’t know
the trails are there.
A similar no-cost, noinvestment effort has made a big
impact in the city of Southﬁeld,
Mich. A couple of years ago,
Mayor Brenda Lawrence decided she’d sat through
one too many meals while meeting with constituents
and business leaders. “I thought, ‘I can’t take one
more of these dinners,’” she said. “So I grabbed my
tennis shoes and I said, ‘If you want to meet with me,
let’s meet in the park.’” Now, Lawrence has a standing
7 a.m. walking appointment on Mondays, Wednesdays
and Fridays. She uses the time to meet with citizens
as well as businesspeople. The walks, she said, have
been an extremely simple way to shift citizens’ thinking
about exercise.
Sometimes, the simple solution can even be more
effective than a grand policy initiative. That’s the lesson
learned in Jefferson County, Ala. For a decade now, the
county has been working on a Health Action Partnership to address its citizens’ dangerously poor health.
(More than 30 percent of Jefferson County residents
are obese, and more than 70 percent are clinically
S3
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overweight. The stroke rate in the county is more than
50 percent higher than the national average.) One of
the county’s goals was to post anti-smoking messages
at cash registers in convenience stores. When New
York City tried to mandate that such signage be posted
wherever tobacco products are sold, merchants sued
the city and a federal court struck down the requirement in 2010. Jefferson County tried a different tack,
said Suzette Harris, the Health Action Liaison for the
county health department. “We just asked.” The county
approached several convenience stores and simply
asked if the merchants wanted to voluntarily post the
anti-smoking messages. Forty-eight of 53 of the stores
approached by the county said yes.

4. FIND THE RIGHT CONTEXT
Everyone agrees that reducing obesity is a worthy
cause. But that doesn’t mean it’s always the best way
to pitch a new government program. Sadiqa Reynolds,
the chief of community building for Louisville, Ky., said
that it’s important to stress all of the positive beneﬁts
that a healthier population means for your city. “We
need to speak the right language,” she said. “Right
now, if you’re not talking about economic development,
people don’t want to hear you. If you want to talk about
public health, you need to talk about it in terms of savings.” Healthier people means lower medical costs,
and Reynolds said that’s the angle governments need
to focus on.
Beyond that, a healthier community is more likely
to attract new growth and new businesses, she said.
“There’s public health, and there’s doing right by
people,” she said, and that’s all well and good. “But the
fact is, it does tie into jobs and economic development.
And that’s what you need to talk about.”

to improve citizen health. “When something works, you
need to talk about it. We need to be able to say, ‘Little
Suzie now has a safer environment to walk to school
instead of riding in a car or a bus—and, oh, by the way,
she also has a healthier lunch while she’s there—and
it’s because of this speciﬁc policy.’”

6. BETTER LIVING THROUGH DESIGN
The design and conﬁguration of individual buildings
affects the health choices citizens make. By focusing on
subtle shifts in design, cities can effect major shifts in
behavior. That’s the idea behind a program called Active
Design Guidelines, a set of speciﬁc principles developed by the American Institute of Architects (AIA) in
coordination with the city of New York. It’s a set of strategies geared toward making buildings and communities
more walkable and more stimulating for pedestrians, in
an effort to nudge the occupants into healthier choices.
Since being released in February 2011, the Design
Guidelines have also been adopted and tweaked by the
city of Los Angeles. “The opportunity here is to change
the conversation to well-being,” said AIA President
Clark Manus. “Rather than saying, ‘You’re bad and you
need to change,’ we can collectively reset this conversation to shift away from disease and infection, and toward well-being and health. This is less about individual
buildings and more about the communities we create.”

Sponsors:

5. TRUMPET YOUR SUCCESSES
When a program works, don’t be timid about telling
people. “It’s important that we don’t shy away from
highlighting our successes and linking them to speciﬁc policy initiatives,” said Rebecca Payne, a program
director at the Centers for Disease Control and Prevention who’s working with cities on implementing policies

© 2012 e.Republic All rights reserved.
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Food for thought:
America’s
restaurants
are keeping
nutrition at
the center of
the plate.

We’re doing it by:
Helping Kids Live Well
Last summer, we launched the Kids LiveWell initiative, which offers parents menu options that
meet the 2010 U.S. Dietary Guidelines and puts the spotlight on lean protein, fruits, vegetables,
whole grains and low-fat dairy. Today, this ﬁrst-of-its-kind voluntary program has grown to 68
committed restaurant brands, and generated support from state and local leaders nationwide.

Improving School Meals
As a partner in the Chefs Move to Schools program, we’re connecting chefs to schools to
encourage nutrition education and healthful eating, and our foodservice members
are helping schools qualify for the HealthierUS School Challenge.

Providing Nutrition Information to Consumers
We advocated for a new federal standard for chain restaurants to provide comprehensive
nutrition information and calories on menus and menu boards in more than
250,000 locations nationwide.

Support America’s Restaurants.

America Works Here

TM

Learn more at restaurant.org/KidsLiveWell
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Problem Solver

FLICKR/JOSEPH STEVENSON

Real-world solutions and ideas for government managers.

Hawaii’s electronic
trafﬁc warrant system
recouped millions in
unpaid speeding tickets.

Aloha, Electronic Warrants
Hawaii erases a burdensome paper trail with impressive results.
By Jessica Mulholland
awaii conjures up images of a
slow-paced life, complete with
palm trees, sandy beaches and
Mai Tais. But slow isn’t good
when it comes to traffic warrants. In the
past, officers making a routine traffic stop
could search for outstanding warrants, but
they couldn’t serve them. Instead, if one
popped up in the system, officers ﬁrst had
to call the station to verify that the paper

H
56

warrant was still in the ﬁle cabinet and
hadn’t been served. Then, they had to go
back to the office to get a copy before they
could try to issue the warrant to the person
they’d just pulled over, says Courts Administrator Calvin Ching.
That process—along with budget
cuts, lack of personnel to serve the warrants and poor coordination among the
three agencies that handle them (the

courts, the sheriff ’s office and the police
department)—created a backlog of more
than 70,000 unserved warrants, equal to
$20 million in lost revenue from unpaid
speeding tickets.
To ﬁx the problem, Hawaii launched
its eBench Warrant System in 2009,
which consolidates warrants into a centralized, statewide database. Hard copies
of bench warrants have been replaced
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bled. The state has invested more
than $500,000 to develop the
eBench Warrant system, which
handles more than 20,000 warrants annually.
Ultimately, the process
should get even easier. The
Judiciary has plans to update its
technology so that once courtroom clerks put a warrant into
the system, it will immediately
be available to law enforcement
officers to serve, Ching says.
“That’s how ﬁne-tuned we’re
going to be.”
awaii isn’t the only
state to embed technology into its warrant system.
Since 2008, Kentucky has been
using its electronic warrant management
system, known as eWarrants, to access
and serve more than 250,000 warrants.
The state claims it can serve 80 percent
of its warrants now that they are electronic, versus less than 10 percent with
the paper-based system. Where Hawaii’s
system only generates traffic warrants,
Kentucky tracks all kinds of warrants,
enabling officers to serve them, such as
emergency protective orders, to violent
offenders immediately. Utah also has
been using an electronic warrant system
since 2008.
Hawaii is looking to expand its
eBench Warrant process to cover crimi-

H

THE TAKEAWAY:
• An overburdened paper-based process for warrants coupled with
staff cuts led to a huge backlog of issued warrants and uncollected
revenue for the states of Hawaii and Kentucky.
• Hawaii, Kentucky and Utah created electronic workﬂow solutions that
have slashed processing time from weeks to minutes.
• Hawaii’s backlog of unserved warrants was reduced by 15,000 in its
ﬁrst year, and revenue is up. Since its implementation in 2008,
Kentucky has reduced its backlog by 250,000.

FLICKR/E.T.

with electronic versions, giving officers
in their patrol vehicles access to traffic
warrant data 24/7. They can now serve
them during routine traffic stops. In its
ﬁrst year, the new system helped reduce
a backlog of 15,000 warrants. What previously took a team of deputies one week to
do now takes officers just a few keystrokes.
“With everything in electronic format,
the officers can call [the staff in] central
receiving, who can go into the system
and verify the warrant, and the sheriff
can bring the individual into custody
and serve them,” says Ching. “It makes
information about warrant status and the
availability to serve a lot faster.”
Warrants are generally served during
periodic “sweeps,” where law enforcement targets speciﬁc geographic areas.
Previously, the Sheriff Division staff spent
hours sorting and grouping paper warrants by hand, but with the new system,
a single sweep saves officers 40 hours of
prep time, which is equal to more than
$1,000 in labor per sweep.
“If they’re going on sweeps and
they’re going to go down Lime Street,
for instance, and they want to know how
many warrants are issued to people living
on Lime Street, they can ﬁnd out where
all the warrants are,” Ching says. “It’s not
only access, but the ability to use the data
for different law enforcement purposes.”
Since the system’s launch, the average number of arrests and warrants
served per sweep have more than dou-

nal and grand jury warrants, too. Exactly
when the State Judiciary starts that process, however, ultimately depends on
how successful it is in implementing the
ﬁrst phase of its criminal module this
June, which will deal only with criminal
misdemeanor warrants.
Warrants in Kentucky have no expiration date or statute of limitations. A study
conducted before the eWarrants system
went live found that as a warrant ages,
it becomes less likely to be served. The
information contained on the warrant
may become outdated, and law enforcement may become less willing to serve it
because of liability concerns. That’s not
the case in Hawaii, where the law states
that if there’s no attempt to serve a warrant within two years of it being issued,
then the entire case can be dismissed. “So
the pressure is on to have these warrants
served as much as possible,” says Ching.
As these systems evolve and more
states adopt electronic warrant systems,
judges will increasingly be reviewing and
authorizing electronic warrants on smart
phones or tablets, speeding up the process even more. That old adage about the
wheels of justice grinding slowly may no
longer be appropriate. G
Email jmulholland@governing.com
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Problem Solver

| SMART MANAGEMENT
By Katherine Barrett and Richard Greene

The Central Question

SHUTTERSTOCK.COM

Can merging government functions lower costs and still provide quality service?

ver the course of the last four
years, the 911 call center in
Kent County, Mich., has been
merging steadily with a similar operation in nearby Grand Rapids.
Although there have been critics of the
consolidation, reports thus far seem to
indicate that the effort has a good chance
of ultimate success. Once complete, the
merged system should increase efficiency and provide superior service.
This Michigan case is far from unique.
In the past few years, the idea of consolidating operations has been steadily
gaining steam, often in specialized service areas. “We are not seeing wholesale
consolidation of general purpose governments,” says Chris Hoene, director of
research and innovation at the National
League of Cities. “It is harder to do and
gets mixed up with state government
laws.” However, regarding the narrower
form of consolidating speciﬁc services,
he hears people talking about that almost
everywhere he goes.
“Consolidation will be a big talking
point for local politicians this year,” a
story in The Grand Rapids Press noted

O

58

recently. “As municipal budgets shrink,
it’s seen as a no-brainer by many.”
As we’ve been hearing more and more
about the potential beneﬁts of consolidation, which inevitably leads to greater
centralization, we’ve thought back to
dozens of past interviews with officials
in cities and states that had made great
efforts to decentralize their government
functions. They had offered up a litany of
compelling reasons why they were better off that way—keeping service closer
to the population, they had said, can
best serve individual populations as they
have more autonomy to tailor their practices appropriately. There also tends to
be fewer layers of oversight in a smaller
entity, which can help speed things up.
Smaller entities can also be more nimble.
So the question arises: Were they
wrong? Is it possible that the silver bullet of central control is just silver plated?
One thing seems abundantly clear to us.
Although there’s a lot of discussion about
the idea that centralization will improve
the quality of the services themselves,
sometimes that line of argument seems
crafted to help sell the idea. The real impe-

tus for this trend has far less to do with the
quality of the services and much more to
do with budgets. “My experience on these
questions of consolidation is that they
are often motivated by cost savings,” says
Michael Jordan, Oregon’s chief operating
officer and director of the Department
of Administrative Services. “Practically
every state is [asking], ‘How do we squeeze
another dollar out of our budget?’ I think
you do see people rush to the conclusion
that centralization is the answer.”
A former state official in Texas ticks
off a variety of ﬂaws with this knee-jerk
move to centralization—ﬂaws he’s seen
exposed during his years of service.
• The cost savings are often overstated
in order to get legislators or other
officials to agree to the change.
• The consolidations are always harder
than they seem at ﬁrst and always
take much longer than anticipated.
• Sometimes the consolidation or centralization has to be undone. Either
it isn’t working out, the state risks
forfeiting federal funds or officials
risk angering key constituencies.
That happened when Texas consoli-
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| IDEA CENTER
By Caroline Cournoyer

Email greenebarrett@gmail.com

Finding the Best Deal
Money, money, money—or lack of it. It’s the main thing state and local governments continually say interferes with their ability to invest in green energy projects.
The U.S. Environmental Protection Agency is making it a little easier, though, with
the creation of an online quiz that tells officials what their best option is for paying for a particular clean energy or energy efficiency project. With nine clicks of a
mouse, the Financing Program Decision Tool helps users find their best options
among loans, payment plans and programs, such as the Property Assessed Clean
Energy (PACE) program or the U.S. Department of Housing and Urban Development’s PowerSaver. The tool details what each option pays for, how difficult it is
to implement, the government’s role, repayment plans and more.

A new tool tells localities whether programs like
PACE, which help homeowners ﬁnance energyefﬁcient upgrades to their homes, is right for them.

SHUTTERSTOCK.COM

dated agencies within its Health and
Human Services department and
ended up backtracking.
• Though a lot of these efforts are sincere, there’s a kind of magical thinking
associated with them that says, “We
have 200 agencies. Surely we can consolidate them by 10 percent.”
One other major problem with centralization, of course, is that the folks
who are being squished together may not
be altogether happy. In Ohio, the Kasich
administration has been pushing to have
the state take over billions of dollars in
local income tax collections. The reason Gary Gudmundson, spokesman for
the state taxation department, gives is a
concern that, since the municipal income
tax is so widespread and so varied from
city to town to village, it’s a burden on
business taxpayers who have to function
in many different locales.
But officials in the municipalities are
worried. They fear that the state won’t
do as good a job at auditing and enforcement as they do. Additionally, they’re
concerned that the state could take a
larger chunk of the tax revenues for
administrative purposes than it currently
costs the municipalities.
Both sides make good points. It’s
sensible for a government to want to
minimize tax compliance burdens for big
companies. And it’s reasonable to worry
about how this will affect the bottom line.
That’s why we’re not arguing against
centralization. Clearly, there are a number of instances in which it can be a
valuable money-saving technique that
may even improve service quality. Our
concern here is simply that it seems to
be used as a one-size-ﬁts-all solution. It
isn’t. It needs to be preceded with rigorous analysis and thought.
We think the only stakeholders who
are inevitably big winners in the centralization versus decentralization debate
are the consultants. They can ﬁnd the
rationale to advise their clients to move
away from whatever they’re doing now—
and then collect a fee. G

A Paperless Education
Students in Rhode Island may soon be able to trade in their heavy-duty backpacks for an iPad cover or laptop bag. The state Department of Education is now
accepting applications from public and charter schools for its first “paperless
classroom.” The winning school will get one electronic device, such as a laptop,
e-reader, tablet or similar portable electronic, for each of its students in the 20132014 school year. The pilot program, which is a result of a special legislative
commission’s report, is meant to decrease the cost of textbooks that “once in
print can become almost immediately outdated.” In addition to cost savings, the
report found improvements in student productivity, student engagement and student access to information. The program will also lighten students’ physical load
and conserve natural resources. The Special Legislative Commission to Study
the Purchase and Use of Textbooks in Public Schools looked to Maine—which
gives Apple MacBooks to every middle and high school student—for guidance,
but admits that statewide implementation
Find more ideas for
would be difficult in Rhode Island because
creative programs at
governing.com/ideas
of costs.
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Problem Solver

| TECH TALK
By Steve Towns

The Cutting-Edge Classroom
To learn in the 21st century, we’ll need more than just computers.
daho Gov. C.L. “Butch” Otter ignited
controversy last year by winning
approval of a sweeping plan to boost
technology in schools across the state.
The Students Come First initiative,
backed by Otter and state Superintendent
of Public Instruction Tom Luna, aims to
increase the number of online courses
taken by high school students, as well as
provide a 1:1 computer-to-student ratio
for all high school students in the state.
State officials say the initiative ensures
that Idaho students are learning in 21stcentury classrooms. Earlier this year, Luna
told The New York Times that the state
envisions the classroom teacher becoming
less of a lecturer and more of “the guide
and the coach and the educator in the room
helping students move at their own pace.”

APIMAGES.COM/THE IDAHO PRESS-TRIBUNE, CHARLIE LITCHFIELD

I

Idaho Gov. Butch
Otter said his
plan to increase
technology in the
classroom would
make the state
“the best and
most efﬁcient in
the country.”

But critics, including teachers who
picketed the state Capitol last year when
the legislation was under consideration,
contend that lawmakers pushed through
the reforms without teacher input or
60

proper training. (Some of them also were
unhappy about a pay-for-performance
system and other changes enacted by
related legislation.) Opponents have
qualiﬁed a referendum to repeal the
measure on the November ballot.
Idaho’s classroom technology plan
may be among the nation’s most comprehensive, but schools everywhere are
grappling with the issue. And regardless
of how things shake out in Idaho, more
change is on the way.
“The horse is out of the barn,” says
researcher Tracy Gray, pointing to data
that shows online courses are now available in 48 of the 50 states. Gray, who is
managing director of the American Institutes for Research, a nonproﬁt that studies
effectiveness and performance in educa-

tion, says schools have been quick to roll
out online courses, but slower to evaluate
how well they’re working.
Delivering more educational content
to students electronically—via online

courses or by blending online material into face-to-face classes—surely is
the future. It’s a cost-effective way for
cash-strapped school districts to expand
course content, especially in advanced
or specialized subjects. Digital material also may prove to be more engaging
to a student population that has grown
up online.
But it’s not a one-size-ﬁts-all solution.
As policymakers move in this direction,
they need a better understanding of how
to tailor online learning to a broad range
of kids—from high achievers to struggling
or unmotivated students. “There’s a difference between really integrating the
technology tools and enhancing instruction, and just replacing teachers by
putting kids in online classes,” Gray says.
“For whom does this work and under
what conditions—those are really the
$64,000 questions.”
To answer those questions, schools
will need to be extremely careful about
monitoring student progress and outcomes as they adopt technology initiatives.
They’ll also need to confront issues like
professional development for teachers,
bandwidth for delivering digital course
material to students and technical support
to keep these initiatives running.
Idaho, Gray says, is doing a good job
of addressing these issues. “I think they
have attempted to go about this in a very
thoughtful and deliberate way.”
A thoughtful approach is what’s
needed. Like most “technology” initiatives, online learning isn’t really about
laptops or tablet computers. It’s about
using these tools to create new learning models that improve education. Yes,
moving more technology into classrooms
is crucial to the nation’s future. But the
devil, of course, is in the details. G
Email stowns@governing.com

GOVERNING | Ma rc h 2 0 1 2

GOV03_64.indd 60

2/21/12 11:23 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

June 20-21, 2012
Los Angeles, California
Building Sustainable 21st Century Communities

How do we build
affordable, sustainable
communities together?
Join us!
governing.com/events
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Problem Solver

| PUBLIC MONEY
By John E. Petersen

The Shrinking Revenue Pie
tate revenue systems are
antiquated relics. The bases
used for state taxes no longer
reﬂect the economic activity
that takes place within them. How revenues are raised has little relationship
to either the beneﬁt received or costs
incurred in providing state services.
With reduced resources to meet needs,
the battle over the shrinking pie promises to become increasingly intense, as
the slices become thinner.
Hope springs eternal, however. These
harsh economic times will, by necessity,
lead to a reconsideration of how state
revenue systems are designed and should
perform. Topping the list of reforms
should be a simpliﬁcation of state tax
codes. They are ﬁlled with a legion of special treatments that could very well lead
to a state’s ﬁscal destruction. I am not a
voice in the wilderness. Economists of all
ideological stripes agree that simple tax
systems that have broad bases and can use
low rates to raise revenues are the least
disruptive to markets, foster economic
growth and are the most efficient way to
raise revenues.
The most egregious difficulty in having
state tax systems attuned to the realities
of the 21st century has been the widespread use of tax “preferences.” Those
are the deductions, credits and reduced
tax rates that provide more favorable
treatment to privileged forms of income,
behavior and types of taxpayers. Be it to
encourage fuel-efficient cars, new plant
locations, movie production, spaceport
construction or to help the lame and
meek, even the tightest state budget
seems to have room to squeeze in yet
another tax preference loophole.
The consequence of such a bounty of
tax expenditures is to produce de facto
public spending that takes place outside
of the budget. In other words, unlike

S

62

expenditures that undergo
o the appropriation process, the costss of such
tax breaks never show up
p in the
state budget. One can read
ead a
state’s budget cover-to-cover
over
and see nary a mention of
the revenue forgone to
accomplish the objecctives of the tax break..
As a result, the favored
d
activities, and thosee
ﬁrms and individuuals that beneﬁt, fall
all
below the budgetary
ary
radar screen. Once
nce
enacted in the tax
code, the tax expendipenditures’ veiled life goes on
forever, typicallyy unmolested and unaccountable
ccountable
for whatever public
ublic purpose
they are meant
nt to achieve.
This is nott to say all tax preferences are bad.
d Many are sound in
logic and practice. For example,
le some
make the state and federal tax codes consistent and help avoid double taxation.
But using the tax expenditure device can
be addictive and is unusually tempting
to tax-cutting legislators. How else can
they simultaneously say they are cutting
taxes and yet “ﬁnancing” the preferred
activities? What is left out of this calculus is that real money is being transferred
from public coffers to pay for selected
activities and their beneﬁciaries. In the
wake of this ill-begotten largess is left
a complicated, Swiss-cheese tax code,
where special interests are served and
the general welfare is largely ignored.
Several states have taken steps to get
a handle on their tax expenditures. But
in most states, information about them is
sparse and scattered; substantive analysis
of their impact is insufficient or missing.
Regularly publishing a comprehensive

tax expenditure report that is incorporated into the overall state budget
process is needed. That report should
specify the intended public purpose of
each tax break, describe who beneﬁts
and by how much, and give an estimate
of total cost in terms of forgone revenues
that would be collected were the preference not to exist. Most important, the tax
preferences should be subject to limits on
their duration and examinations of their
effectiveness before any re-enactment.
Hard times bring hard choices. When
potential tax dollars are spent on giving
tax breaks that reduce revenues, the taxpayers need to know about it. That’s my
pie you’re slicing thinner. G

123RF.COM
COM

It’s time to overhaul the outmoded tax systems that support state gove
governments.

Email jep@gmu.edu
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Player
DAVID BRAGDON
Director of the New York City Ofﬁce of
Long-Term Planning and Sustainability

I

EMILE WAMSTEKER

n 2007, New York City Mayor Michael Bloomberg introduced his sweeping vision for greening the city. Called
PlaNYC, the 127-point initiative seeks to increase
the number of mass-transit options, energy-effi cient
buildings and parks, among other aspects, by 2030. Of
the 127 initiatives detailed, more than 97 percent were
launched within one year of the plan’s release, and
almost two-thirds of its 2009 milestones were achieved,
according to David Bragdon, the director of the city’s
Offi ce of Long-Term Planning and Sustainability .
Now, thanks to an April update to PlaNYC, Bragdon,
who is in charge of implementing it, has more than 400
specific goals to meet by the end of Bloomberg’s term in
2013. He also has 132 new initiatives to get started on,
including an effort to divert 75 percent of the city’s
14 million tons of annual solid waste from landfills.
A Harvard graduate and native New Yorker, Bragdon
came to the job in 2010 well prepared. He was the longtime president of the regional Metro Council in Portland,
Ore., where he was an infl uential decisionmaker in that
region’s famously progressive planning. What separates
the Big Apple’s plan from Portland’s notable sustainability efforts, Bragdon says, is that “it’s very specifi c about
short-term milestones that are the pathway to long-term
goals,” like combating climate change.
Bragdon also attributes the plan’s initial successes to
the mayor, who uses cross-agency collaboration to cut
through the bureaucratic red tape that typically slows
sustainability projects. “It’s a group effort around here,”
Bragdon says.
—Caroline Cournoyer
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Maximize your return with vehicles that
help lower fuel and maintenance costs.
Ford vehicles are intelligently engineered to ease the burden on your balance sheet. More models
for 2012 offer available EcoBoost® engines that enhance fuel economy* without sacriﬁcing
performance, plus technology that helps maximize mileage between oil changes. To learn more
ways that Ford can save your company money down the road, visit ﬂeet.ford.com.

*F-150 with optional EcoBoost, EPA-estimated 16 city/22 hwy/18 combined mpg, 4x2. 4x4 shown.
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U.S. General Services Administration

PLAN TO ATTEND THE

GSA TRAINING CONFERENCE & EXPO
MAY 15 ‑ 17, 2012 | HENRY B. GONZALEZ CONVENTION CENTER | SAN ANTONIO, TX

Solve Your Piece
of the Puzzle with
GSA's Help!
RIGHT SOLUTIONS
• Top technical experts from more than 700 GSA‑contracted vendors
network and showcase commercial product and service oﬀerings
available to you.
• More than 200 CLP‑certiﬁed classes oﬀer the latest in professional acquisition,
green solutions, technology, travel and transportation, eTools and much more.
• Free of charge: conference attendance and meeting space for all military,
federal, state and local government activities.

RIGHT NOW
• Find out more: Look for conference updates and

register now at expo.gsa.gov.
5‑12‑00195
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