
THE STATES AND LOCALITIES May 2013

Generation X 
checks in—
and has a lot
to say about
government.

GOV05_Cover.indd   1 4/17/13   10:45 AM

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

Page #

__________Designer __________Creative Dir. 

__________Editorial __________Prepress

__________Other ____________OK to go

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

BLACK
YELLOW

MAGENTA
CYAN



CONGRATULATIONS, ILLINOIS.
WE ARE PROUD TO BE A PART OF THIS IMPORTANT BOND SALE. 

With over a quarter century of experience, and more than $12 billion in claims-paying resources, 

Assured Guaranty is the proven leader in municipal bond insurance.

$450,000,000 

General Obligation Bonds 
Series A of April 2013

STATE OF ILLINOIS

$180,000,000 
Sold with insurance from

BofA Merrill Lynch
Prager & Co., LLC      CastleOak Securities, L.P.

Assured Guaranty Municipal Corp. and Assured Guaranty Corp. (and affiliates), New York, New York. More at AssuredGuaranty.com
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the biggest            search engines

the most popular               web sites

and great                  online conversations

Now, people can connect 
from all over the Web, through

to your library.

Whether looking for health, hobby or financial 
information, or the next best-seller, people begin 
their search for information on the Web.  Now they 
can connect directly from popular web sites to the 
rich collections and resources provided by your 
local library.

Learn more at www.oclc.org/libraries-connect
A global, non-profit cooperative 
providing services, research and 

advocacy for libraries.
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PUBLISHER’S DESK 

It’s Time to Lead

I
t’s May, and while some people’s thoughts may be turning to 
summer sun, I’m excited about the return of our Leadership 
Forum series. This is an important part of what we at Governing 
do, both in terms of delivering information to our readers and in 

shaping our future stories. There’s just no substitute for in-person 
conversations about the opportunities and challenges facing gov-
ernments to help us unravel the complexity of an issue and make 
our coverage stronger and more relevant.

We started the Leadership Forum series three years ago. For 
many years prior, Governing had hosted two annual national con-

ferences: Managing Performance 
and Managing Technology. They 
were well attended and successful, 
but they barely scratched the sur-
face of what was going on within 
the individual states. We decided 
to take the topics of performance 
management, regional collabora-
tion and competitive communities 
and examine them on a state-by-
state basis, tapping the expertise 
of offi  cials on the ground.  

Over the past three years we 
have conducted these day-long 
events in California, Georgia, 

Michigan, North Carolina, New York and Texas. Our Leader-
ship Forums continue to gain traction. In the next few months, 
we’ll visit Michigan, Georgia, California and Texas. 

This month is bookended by our fi rst two forums, in Lansing 
on the 1st and Atlanta on the 29th. In Lansing, we’re hosting two 
sitting governors: Michigan’s Rick Snyder and Arkansas’ Mike 
Beebe. Beebe, one of our 2011 Public Offi  cials of the Year, used to 
visit his grandmother in Detroit during his childhood. He’s eager 
to return to Michigan to show his support for the progress the 
state’s made and to encourage the troubled city of Detroit to make 
similar advancements.

In the Leadership Forum in Atlanta, Republican Gov. Nathan 
Deal will present a joint keynote address with Atlanta Mayor 
Kasim Reed—a Democrat and a 2011 Public Offi  cial of the Year 
honoree—to talk about governing eff ectively in a bipartisan way.

If you want to attend a Leadership Forum this year, or if you’d 
like to hold one in your state next year, contact me at ewaters@
governing.com. You also can follow me on Twitter @GovPub.

And fi nally, we are pleased to welcome back Alan Ehrenhalt, 
our former executive editor, as a regular contributor. After a 
three-year stint at the Pew Center on the States, Ehrenhalt has 
returned to pen his Assessments column in this issue [see page 
14]. We’re glad to have him writing again for Governing, which 
he fi rst joined more than two decades ago.
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Data. 
If you can collect it, you can unlock it.
With the explosion of mobile communications, data growth is unlimited, and 
government is seeking new ways to unlock its potential. No one knows how to 
better harness mobile technology to revolutionize citizen services than the 
experts at AT&T. Through any device, any OS, or any architecture, we can help 
you transform data to improve citizen outcomes.  
Interested in a Mobile Enablement Strategy Guide for Government CIOs? 
Visit att.com/govbigdata

© 2013 AT&T Intellectual Property. All rights reserved. AT&T, the AT&T logo and all other AT&T marks contained herein 
are trademarks of AT&T Intellectual Property and/or AT&T affi liated companies.
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LETTERS

It’s Like Dieting
Great article discussing what I believe is 
a hot topic and in need of more attention in 
local governments [“Chasing Fads,” March 
2013]. What do Lean, Six Sigma, perfor-
mance management, etc., have in common? 
They are all tools. In the right hands, they 
can be very powerful and eff ective tools. 
Without the right commitment, under-
standing, training and vision, they can be 
less than eff ective. As an example, think of 
a simple toothbrush. It’s a tool. In the right 
hands, you can produce a beautiful smile 
with shiny white teeth, free from nasty 
dental problems. In the wrong hands, it can 
leave you with bad breath and worse dental 
problems. Some would say the toothbrush 
is great and others would say it’s fl awed. 
Management tools are the same; use them 
well and you can produce great results. 

—Mark Nelson
Parsippany, N.J.

The names we call them come and go, but 
the principles remain. It’s like dieting; 
1,000 new fads a year, but it all comes back 
to eating less, moving more. In business, 
public or private, we should always work 
on providing value, cutting waste with the 
focus on our customers!

—Joshua Long 
on Facebook
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@thinkingplaces

Good read on NYC’s urban planning under Bloomberg but raises question 

about what is #livability now + in the future

@ebkent

Next #NYC admin can improve on #planning legacy by simply stopping taking 

credit for the community-led transformation

@wallywhat

Great article about how Bloomberg’s bold & innovative leadership has 

transformed NYC for the better

@eolesh

Disappointed I left NYC before this man was elected

        Weighing In on Bloomberg. Ryan Holeywell’s feature on New 

York City Mayor Michael Bloomberg’s planning legacy was the most tweeted 

article from our March issue. Here is what some of you had to say:

2013PUBLIC
OFFICIALS

YEARof the
Nominate an Offi cial

Take a moment to tell us 

about an outstanding

state, city or county 

leader who has shown 

true courage, innovation, 

creativity and excellence 

in his or her job. Submit 

your nominations at 

governing.com/poy by Friday, 

May 31.

The Data on Gun Buybacks
The data presented here is weak and 
fl imsy [“Rethinking Buybacks” by J.B. 
Wogan in Observer, March 2013]. The 
Seattle example only cites that homicides 
weren’t aff ected. What about the number 
of shootings in general? Accidental inju-
ries? Overall gun-related crimes?  

There is also this tendency to make the 
mistake of saying criminals aren’t going 
to turn over their weapons and therefore, 
the program serves no real purpose. This 
completely ignores between one-quarter 
and one-third of the problem—the pro-
portion of incidents where the person has 
no prior criminal record, [including] acci-
dental shootings and domestic violence. 
So “criminals” aren’t the only problem. 
The lack of responsibility associated with 
gun ownership [is] also part of the prob-
lem, and buyback programs probably do 

more to address this problem than they 
do the problem of criminals having guns.

—Mike Gentilucci on Governing.com

J.B. Wogan responds:

The data referenced in my story only repre-
sents a small sample of the fi ndings in the 
three studies cited. For example, the study in 
Seattle did look at changes in fi rearm-related 
assaults and fi rearm-related robberies. It 
looked at injury admissions to a trauma cen-
ter, including those that were self-infl icted 
injuries. It also looked at fi rearm deaths by 
suicide. In every case, the changes were not 
statistically signifi cant.
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Correction: In the March issue of 

Governing, John Buntin’s article “Shoot the 

Moon” mistakenly stated that Michigan set a 

statewide goal of “one central-line infection 

per thousand catheter hours, a signifi cant 

decrease from the state mean of seven cen-

tral-line infections per thousand catheter days.” 

It should have said the goal was “one central-

line infection per thousand catheter days.”
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With GSA’s Cooperative Purchasing Program, state and 
local governments can get what they need… for less.
The GSA Cooperative Purchasing Program allows state and local governments access to specific 
Federal Supply Schedule contracts to purchase information technology and law enforcement/security 
products and services.  Solutions available through the program include: IT Equipment and Software, 
Cloud Computing including Infrastructure as a Service and Email as a Service, IPv6 services, Law 
Enforcement Equipment, Marine Craft, Alarm and Signal Systems, and more.

Program Features:

 A centralized IT and telecommunications source

 A total solution for law enforcement and security

 Negotiated Fair and Reasonable Pricing

 Direct contractor and customer relationship

 Online contractor search and purchasing capabilities

 Ability to use and establish strategic Blanket Purchase Agreements (BPAs) for recurring needs

To learn more about GSA's Cooperative Purchasing program and other programs supporting state  
and local governments, call 703-605-9155 or visit interact.gsa.gov/stateandlocal.

FOR HELP SAVING TIME, MONEY, AND LIVES

TURN TO  

GSA
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FLUCTUATING REVENUES
ELECTION IMPACTS 
INCREASING SERVICE DEMANDS 

GROWING 
POPULATIONS
AGING INFRASTRUCTURE 
AN ECONOMY IN 
TRANSITION

To get involved, please contact Susan Shinneman
VP of GOVERNING Events

sshinneman@governing.com / 916-932-1337

www.governing.com/events

Michigan: Lansing / May 2013    Georgia: Atlanta / May 2013 
California: Sacramento / October 2013   Texas: Austin / November 2013

Join these regional forums with GOVERNING and tackle the tough issues!

2013
LE                                       ADERSHIP FORUMS
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Should School Boards be Expelled?
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“KILL ALL THE SCHOOL BOARDS.” 

That was the suggestion from the Cen-

ter for American Progress’ Matt Miller 

in 2008 as he outlined his vision for 

remaking how we govern education. 

It was a striking statement then, and 

it still is. But it’s also not nearly as far-

fetched as it might sound.

The notion of drastically redrawing 

the school governance structure has 

quietly but steadily gained support in 

the education reform era that began 

under No Child Left Behind and has 

continued with the Obama administra-

tion’s Race to the Top program. There 

are many reasons, foremost among 

them that U.S. student achievement 

seems to have stagnated. There’s also 

a growing perception that big money 

has started to corrupt the school board 

system. Look at the Los Angeles elec-

tions in March, where an estimated 

$4.4 million—a record high—was 

spent, much of it from outside groups 

supporting reform candidates.

Advocates contend that the school 

board structure gives communities a 

direct voice in governance and that 

members are held accountable through 

the election process. But there’s an 

increasing sense among others that it 

may be time to eliminate school boards 

altogether. The idea has crossed 

party lines. The Center for American 

Progress is a generally liberal institu-

tion, but Chester Finn, president of 

the conservative Thomas B. Fordham 

Institute and a former assistant educa-

tion secretary under President Ronald 

Reagan, has issued similar decrees. 

“School boards are an aberration, an 

anachronism, an education sinkhole,” 

he said in 2006. “Put this dysfunctional 

arrangement out of its misery.”

But what would take the school 

board’s place? A number of real-world 

models are emerging. In cities like New 

York, mayoral control has persevered. 

Michael Bloomberg has set an ambi-

tious reform agenda as the head of 

his city’s school system. “There’s this 

movement toward getting these gen-

eral-purpose governments back into 

education policy,” says Michael Petrilli, 

executive vice president at the Ford-

ham Institute and a former education 

offi cial in the George W. Bush admin-

istration. “The point of school boards 

was to take politics out of education. 

But these school boards are easily cap-

tured by special interest groups.”

The rise of charter schools has pro-

vided another new frontier. The entire 

concept of charter schools is that 

they’re publicly funded but indepen-

dently controlled—outside the purview 

of a school board. Nearly every state 

now authorizes charters in one form or 

another, and the number of students 

enrolled in them more than quadrupled 

in the past decade.

“I could imagine a future where 

every school is a charter school,” Petrilli 

says, “so you no longer have a school 

board that’s overseeing an entire city.”

Some states and localities have 

experimented with recovery school dis-

tricts, jurisdictions not bound by geog-

raphy but instead built around having 

one body oversee failing schools. New 

Orleans pioneered the model in the 

wake of Hurricane Katrina, but it’s also 

gained support in Michigan and Ten-

nessee. Some education experts have 

suggested taking things further and 

handing complete control back to the 

states, which would serve as the higher 

authority for individual schools, cutting 

out the school board.

Don’t expect a national move to dis-

band school boards. Any changes will 

likely happen on a crisis-by-crisis basis. 

The Columbus, Ohio, City Schools, for 

example, have been thrown into chaos 

recently by a data-scamming scandal 

that touches the top levels of the district’s 

administration. Some have suggested 

that Mayor Michael Coleman take a more 

active role as public outcry mounts.

“Because of our fragmented sys-

tem, this stuff is going to be piecemeal. 

Some of these ideas are going to 

spread faster than others,” Petrilli says. 

“I think they’re going to spread the 

fastest in places where people see the 

biggest problems.”  —Dylan Scott

Local boards were designed to take 

politics out of school decisions. 

But the boards themselves have 

become increasingly politicized.
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not working for folks anymore. The 
principles of the campaign—organiza-
tion, bottom-up thinking, volunteer-
ing, engagement—those principles 
can’t end on Election Day. We’ve got 
to recognize that top-down, hierarchi-
cal thinking, let alone governance, is 
not relevant to the world we’re living 
in. You have to engage in conversation. 
Those traditional town hall meetings 
just aren’t going to cut it anymore.

If you’re a more conservative leader, 
you can look at the opportunity to sub-
stantially reduce the costs to taxpayers. 
You put data sets up in a way for the pub-
lic and private sector to do things that, 
in the past, only the government did for 
them. Then, taking the more progressive 
framework, this notion of community, 
conscious engagement and partnership 
in terms of solving problems has appeal 
as well. It transcends technology.

What do you want California to do dif-
ferently when it comes to technology?

We’ve all had nightmare procure-
ments with IT. It’s truly an exception 
that an IT project proves to be as good 
as we claim it to be. There’s hundreds 
of millions of dollars wasted, and it’s 
a miracle we get away with it. That’s 
why I wrote the book. I was frustrated 
by my own inability to convince people 
at the state level to be aware of it.

Our secretary of state’s offi  ce was 
rightly criticized for taking 60 calendar 
days to provide a business license in the 
state. That should take days, not months. 
The response was that they didn’t have 
the money to hire people, and they are 
doing a tech upgrade that will be online 
by 2016. It makes you want to scream. 

You can go to Silicon Valley right now, 
and get three or four kids to give you 
an app that aggregates the system.  

It’s not just a technology prob-
lem. It’s an attitude. What I keep 
telling my colleagues in Sacramento 
is that it’s not about e-government; 
it’s about “we government.”

This is the hardest part to change, 
that old legacy mindset. We all have 
1970s-era technology in our cities, and 
there are one or two guys who know 
how to work it, and you’ve got consul-
tants with overtime bills who patch it 
together, hoping it won’t collapse.

What did you learn about while writing 
your book that you would have imple-
mented in San Francisco if you had 
known about it?

No. 1, 2 and 3 is participatory budget-
ing. If I were back in the mayor’s offi  ce 
today, my budget would be submitted 
with that framework. I regret 
not knowing about that in 
my last year in offi  ce.
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At what point did you realize there 
was a whole book to be written about 
this topic?

[Internet media pioneer] Tim O’Reilly 
and other leaders came to us and said, 
“Let’s get these data sets online, let’s see 
if we can open up a city app store.” They 
encouraged us to take the open data 
executive order [from President Obama 
in early 2009] and take it locally in San 
Francisco. I remember sitting in my 
fi rst department head meeting. I wish I 
could have recorded it. Without excep-
tion, every one of my department heads 
looked at me like, “What the hell is this?” 

A few months went by, and only two 
or three of them took me up on it.  The 
fi rst data sets that went up were from the 
Department of Environment on recycling 
centers. The app was called EcoFinder. 
It was a simple way to fi nd your local 
recycling center and it showed how to 
recycle and compost. It triggered my pas-
sion. It was like a bright light went off .

Can open government succeed if 
elected offi cials don’t embrace it?

Even in cities that pride themselves 
on being open and transparent like San 
Francisco, it’s still an excruciating chal-
lenge. If you want to move the mouse, 
you’ve got to move the cheese. You’ve got 
to change the incentives. Our attitude in 
the past has, by default, been secrecy and 
closed systems. The default has got to be 
openness and active citizen engagement. 

We have to govern like we campaign. 
We’re very good at trying to engage 
in two-way conversations when we 
campaign, and when we get into offi  ce 
we tend to go back into a broadcast 
model: You vote and I decide. That’s 

-
?

e 
s. 

e

with that framework. I regret 
not knowing about that in 
my last year in office.

IN HIS NEW BOOK “Citizenville,” California Lt. Gov. Gavin Newsom explores how everyday 
citizens can infl uence their governments through technology. Newsom, a former San Francisco 
mayor, is widely believed to be a potential gubernatorial candidate. Here’s a condensed and edited 
interview with Newsom.  —Ryan Holeywell

Inviting Citizens to 
the Digital Town Square

California Lt. Gov. 

Gavin Newsom
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AT THE CORNER OF Decker Avenue 

and Torrance Boulevard in the Harbor 

Gateway neighborhood of Los Angeles, 

the city is constructing the smallest 

park within its borders. At just 1,000 

square feet—the size of a modest 

apartment—there’s maybe enough 

room for a jungle gym. Maybe.

But the new park isn’t being built pri-

marily as a playspace for neighborhood 

kids. It’s being constructed expressly for 

the purpose of driving away the more 

than 30 convicted sex offenders who 

live nearby.

California law prohibits registered 

sex offenders from living within 2,000 

feet of a school or park. The new 

pocket park will force offenders to 

move elsewhere. Los Angeles wants 

to build two more parks, in the nearby 

Wilmington neighborhood, for the same 

purpose. The city could spend up to $6 

million on just one of those tiny parks, 

to purchase and develop the land.

Municipal ordinances limiting where 

registered sex offenders are allowed to 

live are nothing new. So-called “child 

safety zone” measures have prolifer-

ated in cities across the country in 

recent years; some localities now limit 

not only where registered offenders can 

live, but also where they’re allowed to 

go. Bans on entering parks, libraries 

and other public spaces have grown 

more common.  

But building new parks as a way to 

force offenders to move is a recent devel-

opment. Last year Miami offi cially rede-

fi ned an unused city plot as a new park. 

It accomplished its intended purpose 

of moving out sex offenders in the area, 

but the park itself—a couple of springy 

playground rides and some patches of 

poorly sodded grass—wasn’t much to 

look at. “I’ve seen Third World countries 

with parks better than this,” one Miami 

resident told a local TV station.

—Dylan Scott

When a Park Is More Than a Park
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This patch of 

grass is being 

turned into L.A.’s 

newest park 

in an effort to 

drive away sex 

offenders.

GOV05_09.indd   11 4/15/13   3:15 PM

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

Page #

__________Designer __________Creative Dir. 

__________Editorial __________Prepress

__________Other ____________OK to go

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

BLACK
YELLOW

MAGENTA
CYAN



GOVERNING |  May 201312

JAMES STRICKLER RUNS a small 

oil and gas production company in 

Farmington, N.M. But for a handful 

of weeks each year, Strickler heads 

down to Santa Fe, where he takes on 

a different role, as an elected represen-

tative in the state House. A member 

of the House Energy and Natural 

Resources Committee, Strickler invari-

ably is asked to vote on legislation that 

directly affects his business’ bottom 

line—including a bill this February 

that would have increased fees for 

energy companies that drill wells in the 

state. Strickler voted against that bill, 

which ultimately failed on the fl oor.

Situations like Strickler’s are not 

uncommon. Most state legislatures 

don’t pay enough to count as full-time 

jobs, so lawmakers often maintain 

other jobs in the private sector. When 

those fi elds overlap, there’s an inher-

ent confl ict of interest, according to a 

new report from the Center for Public 

Integrity (CPI), a nonprofi t investiga-

tive journalism group in Washington, 

D.C. The report highlights examples 

in New Mexico (including Strickler 

specifi cally), Florida, Illinois, Maryland, 

Nevada and Utah. In legislatures in 

those states and elsewhere, CPI says, 

confl icts of interest “run rampant.”

Confl icts of interest aren’t inher-

ently bad, argues Peggy Kerns, 

who oversees ethics research at the 

National Conference of State Legis-

latures (NCSL). Kerns was a member 

of the Colorado House of Represen-

tatives in the 1990s and says she 

appreciated when lawmakers came 

from industry-specifi c backgrounds. 

There are potential problems, she 

says, with “someone voting or carry-

ing a bill that actually gives them a 

fi nancial benefi t, but the cases are 

very rare where legislators do that.” 

“When you have a part-time citizen 

legislature, you have built-in structural 

confl icts of interest. It’s just inevi-

table,” says Maryland state Sen. Jamie 

Raskin, who chairs a special commit-

tee on ethics reform. It’s a trade-off, 

Raskin argues. Unlike members of 

Congress, who are prohibited from 

outside employment, state lawmak-

ers “are far more accessible, available 

and engaged in the daily life of the 

community. [But] legislators have to be 

very careful to separate their profes-

sional work lives outside the general 

assembly from their role as legislators.”

Some structural checks already 

exist in state legislatures to prevent 

lawmakers from using their politi-

cal positions for personal fi nancial 

gain. All but three states require 

legislators to disclose their sources 

of income, and 40 states place 

limits on what a lawmaker can vote 

on, according to a NCSL analysis. 

Ethics oversight bodies exist in 41 

state legislatures. That may not be 

enough, according to CPI, which last 

year graded 28 state ethics commit-

tees a D or F for being ineffective. 

Dozens of new laws aimed at 

reducing confl icts of interest have 

been introduced this year. One failed 

measure in Oklahoma would have 

limited the percentage of people who 

could sit on a legislatively appointed 

body and stand to gain fi nancially 

from the outcome or result of service. 

A law enacted this year in California 

prohibits county offi cials from hiring 

or employing immediate family. Kerns 

said she remains skeptical about the 

effectiveness of ethics laws because 

ethical behavior is about more than 

following the letter of the law. It’s about 

good moral behavior. “Laws do not 

make people act ethical,” she says. 

Is there necessarily a problem when 

someone’s professional and legislative 

lives intersect? James Strickler says 

there’s not. “I don’t think it’s a confl ict 

of interest,” Strickler told CPI. “I think 

it’s a blessing that a few of us have 

some understanding of that industry.”

—J.B. Wogan

For Part-Time Lawmakers, 
a Question of Bias

THE BREAKDOWN

4,500

7

$23.7b

Number of stoplights 
now synchronized in Los 

Angeles, the fi rst major city 
in the world to sync every 
one of its traffi c signals. 
The city hopes it will help 

reduce gridlock.

Louisiana’s revenue loss over the 
next decade if the state follows 
Gov. Bobby Jindal’s proposal 
to phase out its income tax, 

according to a legislative report. 

The number of bullets legally 
allowed in a magazine under 
recent gun legislation in New 

York state. Gov. Andrew Cuomo, 
however, has already said he 

wants to revise the law’s provi-
sion regarding magazine limits.
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$183k 
Annual salary of Pennsylvania 
Gov. Tom Corbett, the highest 

gubernatorial pay in the country.
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believe that prediction missed the mark, 
albeit in a rather peculiar way.

Whatever one may think about the 
actions that states have taken since the 
depths of the recession, one has to start 
by acknowledging that they are, for the 
most part, solvent. The majority of them 
have returned to a condition of fi scal sta-
bility more quickly than most observers 
were expecting three years ago. The way 
they have accomplished this hasn’t been 
pretty. Nevertheless, it has happened. 

As states began their budget drafting a 
couple of months ago for the upcoming fi s-
cal year, a majority faced only modest short-
falls that they could resolve without a great 
deal of stress or delay. Some lucky ones, 
such as Florida, Indiana and Iowa, have 
had the luxury of debating what to do with 
a signifi cant surplus. Only a few remaining 
laggards, such as Nevada and Rhode Island, 
are heading into fi scal 2014 still battling the 

kind of painful decisions that have con-
fronted them since the recession began. 

Indeed, state revenues as a whole are 
nearly back to where they were in the 
pre-recession year of 2007. But those 
simple numbers mask a much larger 
truth: States simply aren’t making bud-

The New Abnormal
States are innovating again, but not in the ways we expect.

A
s I was saying in my last Assess-
ments column—well, all right, 
that was more than three years 
ago, and I don’t expect you to 

remember every detail—so here’s what I 
said: There are times when states seem to 
be at the center of innovation in Ameri-
can government, and times when they are 
so immersed in problems of all kinds that 
most of them seem barely able to keep 
afl oat. There are also times when dysfunc-
tion in Washington appears to leave them 
as mere pawns in a chaotically imbalanced 
federal system.

A little history might serve to make 
things clearer. 

When the fi rst issue of this maga-
zine was published in 1987, states were 
in good fi scal shape and more innovative 
than they had been in years. They were 
taking the lead in dealing with myriad 
domestic issues that Washington had 
failed to address.

President Ronald Reagan hadn’t 
devolved power to the states in the way he 
had promised to do, but the states didn’t 
seem particularly fazed by that. In 1988, 
journalist David Osborne came out with 
his widely publicized book “Laboratories 
of Democracy,” arguing that states had 
claimed the historic role as innovators 
that U.S. Supreme Court Justice Louis 
Brandeis had once marked out for them.

The era of self-confi dent state govern-
ment actually lasted quite a while after 
that. Despite a pair of moderately severe 
recessions at the start of the 1990s and 
the 2000s, states remained the fulcrum 
of public policy experiment in America 
for the better part of two decades. While 
Washington found itself mired in what 
now seems like proto-gridlock, and did 
next to nothing across a whole range of 
policy areas from health care to energy, 
states were willing to tackle tough prob-
lems, or at least try. For example, gover-

nors from both parties and every region 
of the country were experimenting with 
novel economic development programs 
and coming up with new ideas for han-
dling their welfare burden. Washington 
copied the states on welfare; it didn’t 
lead them.

Then came the Great Recession, and 
the modern era of state confi dence seemed 
to come to an end virtually overnight.

When I wrote about the subject early 
in 2010, the outlook for states appeared 
to be bleaker than it had been in decades. 
Virtually every state government in the 
country faced fi scal insolvency. Their 
estimated shortfall was a combined $170 
billion in that fi scal year, and $120 billion 
in the next. Some were up against budget 
holes equal to a quarter of their general 
fund; thousands of public workers were 
being laid off , and many thousands more 
were being furloughed.

Given that situation, I landed on the 
states rather hard. “The bottom line,” I 
wrote, “is that it may be unrealistic to 
consider states major innovators in public 
policy any time in this decade … the ‘labo-
ratories of democracy’ will be closed, or 
at least inactive, for quite a while.” I now 

By Alan Ehrenhalt

Politics+Policy | ASSESSMENTS
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Gov. Sam Brownback’s 

policies in Kansas: 

innovation or just 

stinginess?
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getary decisions the way they did fi ve 
years ago. The gradually recovering rev-
enues are being targeted to Medicaid, tax 
cuts, pension contributions, debt service 
and relatively few other categories. Social 
service agencies, public safety and some 
areas of education have been reduced to 
levels of state funding that make them 
qualitatively diff erent enterprises from 
the ones they were in 2010.

C
alifornia, as always, is a good 
choice to trot out as Exhibit 
A. Earlier this year, Gov. Jerry 
Brown announced with pride 

that after years of massive defi cits, the 
state would actually project a modest 
surplus next year, thanks in large part to 
the tax increases approved by California 
voters in November. But the balanced 
budget was at least as much the product 
of sustained reductions in traditional 
state spending programs as it was of tax 
increases—an impulse to cut that has been 
built into California budgeting ever since 
the recession started. Between 2008 and 
2012, California reduced its overall state 
spending by 16 percent. By 2012, the state 
was at the lowest level of spending, as a 
share of the overall state economy, that it 
had seen since the early 1970s. Even so, 
Brown’s administration began 2012 by 
whacking another $1 billion from the state 
budget, mostly in money for schools, the 
disabled, public libraries and prisons.

One might assume that the sales 
and property tax increase approved at 
the polls might result in a substantial 
restoration of the cuts suff ered by the 
hardest-hit spending categories over the 
past fi ve years. But no sooner had Brown’s 
Proposition 30 won voter approval in 
November than the governor began pro-
claiming that there would be no spending 
binge aimed at using the added revenues 
to restore the fi scal priorities of the years 
prior to the recession. The losers of the 
austerity years would have to live with 
most of their losses in the years to come.

No other state deals in numbers as 
large as California’s, but most of them are 
in roughly the same position as they debate 
and approve their budgets for fi scal 2014. 

15

Schools will recoup some of the cutbacks 
of the 2008-2012 years. But most other 
components of the social service state will 
regain very little ground, if any at all.

It is a revolution that sometimes reveals 
itself only in very small pieces. But it’s a 
revolution nonetheless. Arizona is spend-
ing 10 percent less on classroom education 
than it did three years ago. South Carolina 
cut its mental health budget by 39 percent 
between 2009 and 2012. New Hampshire 

reduced its higher education budget by 
36 percent over a comparable period. All 
those states are likely to increase spending 
amounts to some degree this year. But it 
would be foolishness to suppose that the 
bulk of the losses will be made good in the 
short or even the medium term.

W
e are seeing dramatic 
change in the scope and 
commitments of state gov-
ernment. We are seeing 

change that may well, in many cases, be per-
manent. But is it a matter of simple social 
service stinginess, or is it, in some meaning-
ful sense, innovation?

It depends, of course, on how you 
choose to defi ne “innovation.” If you are 
the breadwinner in a Kansas family who 
has grown accustomed to receiving a 
subsidy to help save for college tuition, 
you may not be inclined to regard its pro-
posed elimination this year as an example 
of innovation. The education subsidy is a 
tiny piece of the sweeping social spending 
cuts that Kansas Gov. Sam Brownback and 
his legislative supporters have promoted 
as a way to pay for a plan that will gradu-
ally reduce the state income tax until, the 

governor hopes, the tax can be phased out 
completely. Brownback’s plan will cost 
the state billions of dollars over the next 
decade unless, as its supply-side supporters 
insist, the reduced rates generate so much 
economic growth that they will pay for 
themselves in a relatively few years. That 
remains a highly debatable proposition.

But if you are a Tea Party Republican, 
or even just a frustrated taxpayer con-
vinced that high rates on income have 
hurt the middle class and driven away 
business opportunities, you are likely to 
see what Kansas has done as something 
much diff erent—a grand experiment.

The truth is that promoters of state 
innovation have tended to view it in a par-
ticular way: as a commitment of economic 
resources to such substantial categories as 
infrastructure, education and a variety of 
programs aimed at lifting poor people into 
the middle class. By that standard, state 
government since 2011 has been stuck in 
a stagnant time, one in which social stingi-
ness has been driven not only by national 
recession but also by a conservative zeal 
to remake the welfare state into an ever-
smaller part of life at the state level.

But there is no denying that the past 
few years have seen extraordinary events 
in state government—massive reductions 
in the income tax; a rewriting of the labor 
compact between states and their public 
workers; a gradual redirection of educa-
tion funds toward private or quasi-private 
institutions; an increased willingness 
of state political leaders to challenge or 
even repudiate policies handed down 
from Washington.

Personally, I do not agree with much 
of what has been done. But the states have 
been innovating. Some of them have been 
innovating like mad. The laboratories of 
democracy are open these days; they just 
have not been delivering the results that 
most students of public policy have been 
conditioned to expect from them. G

 Email aehrenhalt@governing.com 
Assessments ran from May 1991  to January 
2010; now that Alan Ehrenhalt has returned 
as a contributing editor, his column will 
again appear every month.

With the Great 

Recession, the modern 

era of state confi dence 

seemed to come to an 

end virtually overnight.”

 “

GOV05_14.indd   15 4/15/13   3:18 PM

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

Page #

__________Designer __________Creative Dir. 

__________Editorial __________Prepress

__________Other ____________OK to go

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

BLACK
YELLOW

MAGENTA
CYAN



By Paul W. Taylor

A Supreme Look at Public Records
Can judicial rulings keep pace with technological innovation?

“something that is essential to hold the 
country together as a national unit.”  

Amicus briefs from coalitions of infor-
mation brokers, credit reporting agencies, 
and media and Internet companies argued 
that a new digital ribbon of data was, in 
fact, increasingly holding the country 
together. The briefs detailed the large and 
growing role played by public records in 
everything from safety recalls and fraud 
prevention to investigative journalism and 
a growing universe of smartphone apps.  

More than government transparency, 
they argued that “the business of collecting, 
aggregating, indexing, and creating new 
services from public records” constitutes a 
“competitive interstate information market 
that creates important societal benefi ts.” 
However, Virginia’s citizen-only provision 
discriminates against interstate commerce 
and represent economic risk.

On the issue of transparency, Justice 
Antonin Scalia contended that, owing to 
the emergence of state sunshine laws as 
late as the 1960s, the right to government 
information could not be fundamental.  
Virginia’s Solicitor General E. Duncan 
Getchell agreed about the open records 
statutes, saying, “They were very much 
a fad.”

No one expects the Supreme Court 
to act on Internet time. Heaven knows 
weightier issues have been allowed to per-
colate much longer than those central to 
the modern open government movement. 
But a misstep here comes with risks—to 
the disinfecting eff ect of sunlight on gov-
ernment (to paraphrase a former Supreme 
Court justice) and to the spirit of innova-
tion in the still-nascent big data economy. 
The opportunities are too promising and 
the stakes are too high to entrench digital 
balkanization.  G

Email ptaylor@governing.com
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WASHINGTON, D.C.—A case about a 
state’s public records law does not attract 
throngs of people eager and willing to 
stand in line for a chance to witness oral 
arguments before the U.S. Supreme Court. 
Yet just such a case could change the way 
citizens access government-held informa-
tion—information sought by journalists, 
used in mobile apps and that serves as the 

lifeblood of innovation and competitive-
ness in a big data economy.

Friends of the court argued all 
of those things in a case, McBurney 
v. Young, challenging the constitu-
tionality of Virginia’s Freedom of 
Information Act, which restricts 
requests to state residents only. 

The case takes its name from 
one of two non-Virginians, Mark 
McBurney, who had unsuccessful-
ly sought information about child 
support payments. A California 
businessman, Roger Hurlbert, 
joined the dispute. He was de-
nied access to Virginia property 
tax information he requested 
on behalf of a commercial cli-
ent. As modest and narrow as 

its origins were, the case claimed viola-
tions of both the privileges and commerce 
clauses of the constitution.

The McBurney petition contended that 
the case provided an opportunity for clar-
ity on the meaning of privileges, something 
it noted the Supreme Court had “not grap-
pled with … for decades.” Lower courts had 
split on the commerce question.

Against that background, the justices 
took a familiar tack—namely, looking for a 
narrow, incremental alternative to declar-
ing a relatively young law unconstitutional, 
preferring to let the issues “percolate.”

Virginia is among a dwindling number 
of states that exclude nonresidents from 
accessing public records. The number 
was once as high as 10, according to briefs 
fi led with the court, but now only Virginia, 
Arkansas and Tennessee remain.

During oral arguments in February, 
Justice Stephen Breyer said Hurlbert 
had what appeared to be a “very reason-
able request.” For his part, Chief Justice 
John Roberts wondered aloud whether 
there was a constitutional question to be 
decided in the case, suggesting that the 
claims were not weighty enough to be 
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Optum® government solutions can help transform your state’s data into useful information 
and enable better decision-making for the long-term sustainability of your health programs. 
Find how states are putting analytics and insights to work to improve care and 
contain costs today. Download our new white paper “Embracing a New Data 
Culture” and state case studies at www.optum.com/results.
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The Changing Face of America
Boomers, millennials and immigrants are shifting the needs of the country.

By Peter A. Harkness

M
ore than four months before the 2012 
presidential election, even as Mitt Rom-
ney was rising in the polls, demographer 
and political analyst Ruy Teixeira accu-

rately predicted the outcome. Obama was likely to 
win, he said, because of the same powerful demo-
graphic forces identifi ed a decade earlier in his book, 
“The Emerging Democratic Majority.”

To the dismay of such sophisticated and sea-
soned Republican political veterans as Karl Rove 
and Frank Luntz, Teixeira was right. In an election 
pitting demographics against economics, a solid base 
of African Americans, a burgeoning number of His-
panics, a group of mostly single and highly educated 
women and a cadre of younger voters—millennials—
combined to overcome the GOP’s hold on the white 
working class.

Those same demographics will have a profound 
eff ect on government at all levels in the coming years. 
And in the wake of the election, more state and local 
offi  cials are showing a keen interest in just how that 
will play out.

The most profound trend, of course, is the aging 
of the population, with obvious consequences like soaring health-
care costs. But some aspects of the trend are not so predictable. 
First, it turns out the baby boomers are not as fi nancially prepared 
for retirement as we may have thought. Thanks to growing lev-
els of obesity, they also are not as physically healthy as we once 
assumed. And in the past two decades, the number of divorces 
among people 50 and over has doubled, eff ectively cutting retire-
ment assets for those aff ected in half.  

Washington will have to contend with soaring entitlement 
and health-care costs, but the states and localities will have 
to battle—in fact, they already are battling—a crowding out of 
resources for K-12 and higher education; infrastructure spend-
ing, which is now a third of what it was in the 1960s as a share of 
GDP; workforce training; and other services.

The experience of the so-called “Silent Generation,” people 
born between 1925 and 1945, may have lulled us into complacency 
because they are rather well off . Recent Census data revealed that 
households headed by people 75 and over have a higher median 
net worth than any younger age bracket.

The fi rst wave of boomers will change that, as will each suc-
cessive wave. The over 75 population will almost double in the 
next 25 years, and the number over 85 will more than double by 
mid-century. They will have lower household net worth, lower 

relative pre-retirement incomes and a lower share with college 
educations. As a result, many boomers are being forced to work 
longer, and the average age of retirement is inching up.

For state and local governments, concerns over the well-
being of “young elders” may be more basic than how to provide 
livable communities close to amenities and public transit; they 
likely will include how to provide for growing numbers teeter-
ing on the edge of poverty.

On the other end of the spectrum, no age group was more 
deeply aff ected by the recession than millennials, who saw 
their unemployment rate pop up to 12 percent, more than a third 
higher than the national average. Saddled with college loans 
averaging $27,000 a student, 43 percent of millennials quickly 
found themselves in jobs that did not require those expensive 
degrees. The share that moved back in with their parents dou-
bled from the rate 30 years ago. 

What’s more, many are putting off  marriage and having 
children. In fact, the nation’s birthrate has fallen to the lowest 
level since we started tracking it in 1920. They also are slashing 
consumer debt and deferring purchases of cars or houses, even 
holding off  on obtaining driver’s licenses.

Part of the reason for that is where they want to live, which is 
often an urban setting—either in core cities or closer in “urban 
light” neighborhoods—that revolves around walkable town 
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How our reduce, reuse and recycle 
program can benefi t your company.

If your company is going greener, Ford can help take you in the right direction. Ford vehicles 
are 85% recyclable by weight. Plus you’ll fi nd components made of sustainable materials 
like soybeans, castor oil and wheat straw. These materials can also reduce weight, 
which helps improve fuel effi  ciency. It’s good for the environment. It’s also good business. 
Learn more at fl eet.ford.com.
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centers, in close proximity to hot spots 
where they can fi nd “shared” transporta-
tion like Zipcar and bike-share stations.

As Governing Contributing Editor 
Alan Ehrenhalt reported in his book, 
“The Great Inversion,” the half-century 
mass movement of population out of cit-
ies into the ever-expanding periphery is 
changing. Many central cities and their 
inner suburbs are expanding again, par-
ticularly attracting the more affl  uent and 
holding their value far better than those 
farther out. In 2012, according to Mayor 
Michael Bloomberg, more people moved 
into New York City than left for the fi rst 
time in 60 years, setting a new popu-
lation record of more than 8.3 million 
residents. And the Big Apple is not alone.

If there is anything holding back this 
movement, it is the lack of supply of 
aff ordable housing in these sought after 
areas. So it will behoove city offi  cials who 
want to attract new residents to stream-
line their planning and permitting pro-
cesses so developers don’t have to wait 
years to break ground.

And no, the farther out suburbs are 
not going to disappear, but their compo-
sition is changing. Newer residents often 
are immigrants, particularly Asians, who 
recently outnumbered Hispanics among 
new arrivals into the country. The larg-
est component is from India; they come 
well prepared, either seeking a college 
degree or already holding one. It makes 
them,  according to a Pew Research Cen-
ter report, the “the most highly educated 
cohort of immigrants in U.S. history.”

Exurbia will be alive and well. It will 
just look diff erent.  G

Email pharkness@governing.com

A Tax Everyone Can Get Behind  
Will the Marketplace Fairness Act succeed in 2013?

Not much gets done in Washington these days, especially when the topic is tax 

and revenue. Yet one piece of tax legislation is receiving rare bipartisan support 

in both chambers. And for the fi rst time in years, it has a shot at becoming a law.

That legislation is the Marketplace Fairness Act (MFA). It gives states the author-

ity to compel online and catalog retailers, no matter 

where they are located, to collect sales tax at the time 

of a transaction—much like most brick-and-mortar 

stores already do. State and local leaders have been 

clamoring for such legislation since at least 1992, when 

the U.S. Supreme Court ruled that retailers didn’t have 

to collect sales tax when shipping to other states. 

What makes 2013 so promising is that both 

the House and Senate versions of the legislation, 

introduced earlier this year, are identical. “It’s pretty 

incredible,” says Lars Etzkorn, program director for 

federal relations at the National League of Cities 

(NLC). “There’s really no other piece of legislation 

where there’s so much commonality coming out of 

the starting gate.”

In the Senate, the legislation has 28 co-sponsors, and in the House, Republican 

Rep. Steve Womack of Arkansas, a former three-term mayor, is joined by 47 oth-

ers in support of it. MFA scored a major victory earlier this year when 75 senators 

voted in favor of including it in the budget resolution (that legislation, however, 

doesn’t carry the force of law). There’s growing speculation that it could be folded 

into a larger piece of legislation dealing with varying aspects of tax reform. But 

advocates have mixed feelings about that since there is no guarantee Congress 

will tackle tax reform in 2013, says Neal Osten, director of the National Conference 

of State Legislatures’ Washington, D.C., offi ce.

To garner more support for the bill, MFA backers have been especially focused 

on pitching it to Republicans skeptical of new taxes. Supporters are framing the 

debate through a conservative lens, arguing that broadening the tax base would 

ostensibly keep cities and states from having to raise their tax rates. In the past, 

the bill was touted as a much-needed way to help cash-strapped localities that 

were struggling to balance their budgets. But to get conservatives on board, the 

bill is now marketed as a states’ rights issue: Who’s Washington to tell a governor 

or a mayor what taxes to collect?

Physical retailers and associations representing them, Osten says, are more 

engaged in the issue than they’ve been in the past. They’ve played a signifi cant 

role in portraying the legislation as something that would help Main Street busi-

nesses compete against Internet giants that can offer lower prices because they 

don’t have to collect sales taxes. The cause also has a new partner: Amazon.com.

NLC’s Etzkorn says for MFA to be a success this year, it needs momentum. 

Right now, there aren’t any scheduled hearings on the bill. Many believe that its best 

chance at becoming law will be hitching a ride on another piece of legislation mov-

ing through the legislative process. And that’s just fi ne with MFA supporters, says 

Daniel Head, spokesman for Republican 

Sen. Mike Enzi of Wyoming, the bill’s spon-

sor. “They really want to just get this done.”

Find out what the
feds are up to at 
governing.com/fedwatch

By Ryan Holeywell

Once its biggest opponent, 

Amazon now backs the bill.
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Meet the strictest regulatory standards 
for sensitive data protection. We’ll 
show you how to securely containerize 
proprietary agency information.

Protect Your Agency’s Mobile Data
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By David Levine

Fraud Prevention’s ROI
As health care for the poor expands, so does the potential for Medicaid abuse.   

M
edicaid fraud has been a big problem for years, and 
as states ramp up for the Aff ordable Care Act’s Med-
icaid expansion deadline in 2014, it could become an 
even bigger one. More enrollees plus more providers 

equals more fraud potential. When estimates place the amount of 
Medicaid waste in 2012 at $19 billion for the feds and $11 billion in 
2010 for the states, we’re talking real money. Can states really put 
a lid on fraud? And, more important, is it worth the cost to do so? 

The fi rst question can be answered by the Centers for Medicare 
& Medicaid Services, which recently compiled a list of “notewor-
thy picks,” or on-the-ground state policies that had succeeded at 
eliminating fraud. The answer to the second is a bit trickier. But the 
numbers from three states—
California, Florida and New 
Jersey—suggest fraud pre-
vention pays. 

Let’s start with California. 
Lauded for its prevention 
measures, the state conducts 
a “Medi-Cal Payment Error 
Study” once a year to fi nd 
patterns that would suggest 
fraud or waste. Bruce Lim, 
deputy director of audits and 
investigations for the Depart-
ment of Health Care Services, 
calls the study “our road 
map.” It focuses on fee-for-
service providers, and in 2009, 
the error study “showed about 
$1 billion in potential overpay-
ments, which could include admin-
istrative and other errors,” Lim says. “Of 
that $1 billion, there is about $228 million 
in potential fraud. 

“[We are] trying to stop the bleed-
ing instead of the usual pay-and-chase 
model,” he says. The numbers suggest the 
state’s strategy is working. In fi scal 2011-2012, fraud prevention 
had a $445 million “positive impact” in areas such as overpay-
ment prevention ($106 million), cost avoidance ($28 million), 
cost savings ($47 million) and recovery ($102 million). With a 
department budget of $75 million, that computes to a return 
on investment of about 6:1. Lim thinks he can do even better: 
“I know that with newer technologies and data mining we can 
do more.” 

Florida’s approach is less high tech and more gumshoe. State 
offi  cials conduct random, unannounced site visits for all kinds 
of providers, both before contracting with them and after. In 
one six-month period, offi  cials visited 244 active providers and 
administered 175 sanctions. Overall, in fi scal 2010-2011 audit 
recoveries and cost avoidance amounts totaled $90.1 million, 
yielding an ROI of 6.8:1. “The value [of fraud prevention] is 
extraordinary,” says Kelly Bennett, Florida’s Medicaid fraud 
and abuse liaison. “Because we are out there visiting provid-
ers, we believe we increase compliance, which equates to 
cost savings.”  

New Jersey has an initiative with the cool, spy-like moni-
ker “Operation X.” The program tries to prevent individuals 
who have previously engaged in unethical or fraudulent prac-

tices from collecting Medicaid in the 
fi rst place. The offi  ce matches informa-
tion from a federal exclusion database 
against state wage and labor roles, says 
Mark Anderson, director of the Medicaid 
Fraud Division. “The feds give us access 

to their database, and we 
see if any of their folks 
have gotten any money 
whatsoever in New Jersey. 
Once matched, we assign an 
investigator to determine if 
that person worked at any 

place with Medicaid fund-
ing or services. If so, we seek 

to recover money from that indi-
vidual and the places he or she worked, 
and if he or she was a provider, we try 
to recover the money.” 

This one practice nets anywhere 
from 50 to 200 leads per month, Ander-

son says, and about 10 to 12 percent of those 
get investigated. Most cases settle; in total, 

Operation X sought or collected $970,000 between June 2009 
and June 2011. That goes toward New Jersey’s fraud prevention 
bottom line, which in fi scal year 2011 totaled about $502 mil-
lion in recovered and avoided payments on offi  ce costs of about 
$8 million, an ROI of about 6.3:1.

So does fraud prevention pay? As these three states show, it 
certainly can. The takeaway, however, may be in how its done.  G

 Email  levkern@nycap.rr.com
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$1.7b
total states 
recovered in 
fraudulent 
payments

$208m
total states spent 
on recovery

Breaking Down 
the Medicaid 

Fraud Fight, 2011 
The federal government and 

states lose tens of billions of 

dollars to fraud each year.
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As an area’s population evolves, so must its community. But not  every 

public leader knows how to keep pace. AARP can help you keep your 

community more livable. By taking advantage of our expertise and 

support, a richer quality of life can be possible for everyone. Another way 

AARP promotes Great Places for All Ages. 

Learn, plan and act today at aarp.org/livable

You live to serve 

so that 

your community 

can live to thrive.

Real Possibilities is a trademark of AARP.
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By Elizabeth Daigneau

Water Works
How Milwaukee transformed itself into a center for water innovation.

M
ilwaukee doesn’t have a water problem. It never has; 
the Milwaukee area has access to lots of water. It 
sits along the shores and bluff s of Lake Michigan, at 
the confl uence of three rivers—the Menomonee, the 

Kinnickinnic and the Milwaukee. 
The rest of the world, on the other hand, has a very real water 

problem: More than a billion people across the globe lack access 
to safe drinking water. 

The world needs water, and Milwaukee has it. More specifi -
cally, Milwaukee has water innovation. So the city is transforming 
itself from an old industrial center into a center for water research 
and technology. 

The idea was the brainchild of two local CEOs. During a 
meeting in 2006, it occurred to them that Milwaukee was home 
to more than 130 water-related companies, including their own 
companies: A.O. Smith, which produces water heaters, and Badger 
Meter, which makes water meters. The two executives convened 
a meeting of local companies and civic leaders; the group quickly 
coalesced around making Milwaukee into a “water hub.”

To oversee the eff ort, they created the Water Council, a nonprofi t 
organization that brings together the region’s water industries and 
universities. From there, the University of Wisconsin-Milwaukee 
(UWM), with $50 million in state backing, created the School of 
Freshwater Sciences in 2011, the only graduate program of its kind 
in the country. “There is nothing else like this in the United States 
at all,” says Dean Amhaus, president and CEO of the Water Council. 
“The goal is create a world hub that grows companies and entrepre-
neurs [focused on] developing ways to use water more effi  ciently 
and return it at a high quantity and quality.”

The whole eff ort will be headquartered in an old industrial 
area in southwest Milwaukee, adjacent to downtown. Ultimately, 

the water campus will consist of a business accelerator and water 
research and technology park, as well as commercial and residen-
tial developments. The Water Council will move in fi rst—as early 
as this July—taking up residence in a newly renovated seven-story, 
100-year-old building. It will share the space with water-related 
companies, UWM and six startups that are part of a six-month 
state-funded program. Each startup gets $50,000 for initial costs; 
after six months, they’ll be replaced by another group of new start-
ups. The idea is to churn out one new company after another.

The real standout in the eff ort is Reed Street Yards, an 18-acre 
brownfi eld site adjacent to the Water Council building. It will 
be home to the water research and tech park, where companies 
and the School of Freshwater Sciences will tackle projects that 
include the development of sensors to monitor water safety, the 
piloting of technologies to remove radium from groundwater and 
research into how to disinfect stormwater runoff .

The plan is to make Reed Street Yards self-sustaining and rep-
licable. In other words, the entire development will one day be 
“off  the grid,” or water-neutral. It will also be capable of produc-
ing energy in excess of what it needs to run. “What we want to be 
able to do is create an area—a water showcase—that shows places 
where there are water shortages what they can do,” says Amhaus.  

From the start, the initiative has been driven by the private 
sector. Everyone involved agrees it works best that way, and 
should stay that way. Milwaukee Mayor Tom Barrett even admit-
ted to Forbes that, “If it had started at the public end, we would 
be hustling to get private-sector involvement.” Still, the city has 
been a supportive partner, says Amhaus. “It’s allowed for much 
more fl exibility.”  G
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This 18-acre brownfi eld, Reed Street 

Yards, will soon be home to a water 

research park.
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American-made solutions to keep people 
moving quickly, safely and sustainably
Siemens‘ answers for mobility help people and business reconnect with their city and one another.

usa.siemens.com/railsystems

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

Siemens complete solutions for mobility are helping 
change how cities grow and how their citizens move 
through them. Because mobility is more than just 
transportation, it helps build sustainable cities. 
Somewhere in America, our team of more than 60,000 
employees spends every day creating answers that will 
last for years to come.
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it by citing Texas’ low taxes and light reg-
ulatory touch, especially in comparison 
to California. Meanwhile, I’ve attended 
innumerable meetings in Los Angeles 
where economic development types have 
wrung their hands over California’s trou-
bles, wishing out loud that the state could 
return to a golden era when taxes were 
low, regulation was light, the government 
was small and jobs were plentiful.

Yet there’s also the question of what 
kind of economy you want to create. 
Texas’ job creation machine has per-
formed amazingly well. But it’s been 
criticized for creating low-paying jobs. 
And Texas’ most successful job creation 
machine, Austin, is the most California-
like city in the state, a place that embraces 
California creativity and weirdness so 
enthusiastically that the rest of the state 
routinely rejects it as being profoundly 
un-Texan.

California hasn’t been anybody’s model 
of economic development lately. Though 
the population is still growing, the state 
has been shedding middle-class jobs and 
middle-class families for two decades. 
Most of the jobs created in the state are 
also low paying; and, of course, California’s 
own state government wallowed in insol-
vency for a decade until voters approved 
Brown’s tax increase last fall, which has 
fi nally balanced the budget. Through it 
all, California has managed to maintain a 
big lead in certain high-growth, high-per-
forming sectors, principally technology 
and entertainment.

In other words, Texas isn’t doing as 
well as you might think and California 
isn’t doing as badly as you might think. 
As our national politics devolve ever 
more deeply into a war between red and 
blue states, it’s important to understand 
the diff erence between red-blue political 
rhetoric and the on-the-ground reality 
of economic development.

Battle of the Goliaths
Texas appears to be doing much better economically than California. But is it?

N
ot long ago Gov. Rick Perry came 
poaching on my turf. Well, not 
mine, exactly, but close: He 
came to Oxnard, Calif., the town 

next door to the one I’ve lived in for 25 
years, in hopes of luring one of our best 
local employers off  to Texas. 

I’m not sure how Perry targeted Haas 
Automation, one of the nation’s leading 
manufacturers of precision machining 
equipment. Admittedly, he wasn’t trying 
to lure the whole company; he just wanted 
to attract future expansion. Still, it was a 
rather brazen move. Although Haas and 
its Oxnard-based founder have had a lot 
of ups and downs over the years, the com-
pany remains large, successful and very 
civic-minded. Haas pays well and is one 
of the most philanthropic companies in 
Ventura County.

Predictably, California Gov. Jerry 
Brown reacted with hostility. So did many 
local residents, who staged demonstrations 
in support of Haas outside the company’s 
main plant. It remains to be seen whether 
Perry will lure all or part of Haas to Texas. 
But the incident brought the contrast 
between two of our largest states by GDP  
into stark relief. Is there really a “Texas 
miracle” California can learn from? And 
if Texas is so compelling, why did Perry 
have to come to California with a fi shing 
rod looking for new companies?

Over the past fi ve or so years, as Cali-
fornia’s struggled to remain solvent and 
create jobs, Texas has been justifi ably 
proud of its job creation record. In a slug-
gish economy, Texas has created more 
jobs than anybody else, and Perry has 
been more than willing to take credit for 

By William Fulton

Politics+Policy | ECONOMIC ENGINES
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Texas Gov. Rick Perry hasn’t been shy about trying to entice business away 

from Gov. Jerry Brown’s California.
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Red-state politicians like Perry often 
claim that low taxes and light regula-
tion are key to their economic success. In 
fact, however, their economic develop-
ment experts know this isn’t the whole 
story. Red-state economic development 
has been successful in large part because 
leaders have fi gured out how to combine 
the low-tax/low-regulation environment 
with fi nancial incentives, the power of 
research institutions and the construc-
tion of critical infrastructure. Even if 
Texas had no taxes or regulation, Austin 
wouldn’t be a high-tech powerhouse if it 
weren’t for signifi cant state investments 
in the University of Texas.

Meanwhile, blue-state politicians 
often seem to believe that the tax and 
regulatory environment doesn’t mat-
ter at all, which isn’t exactly true, either. 
States like California can hang on to the 
desirable high-value-added parts of the 
economy—e.g., Google and Facebook—
through a combination of quality of life 
and a dense concentration of entrepre-
neurship, venture capital and a highly 
skilled labor pool. But they can’t hang 
on to the middle class without sensible 
tax and regulatory policies. The current 
battle in California over the cost of public-
sector pensions is a good example of how 
blue-state politics often divides working- 
and middle-class folks who have it good 
(public-sector employees in this case) and 
those who don’t (private-sector folks who 
are leaving the state).

There’s a certain short-term logic to 
Perry’s visit to Oxnard. California compa-
nies like Haas must expand, and that’s hard 
to do locally for various reasons. But just 
because California is down doesn’t mean 
it’s out. U.S. history is fi lled with examples 
of regional economies that looked dead 
when traditional industries left—Boston, 
New York, Pittsburgh, Seattle—but turned 
things around in a generation. California 
may have made the mistake of “sitting on a 
lead” economically for too long. But Texas 
shouldn’t make the same mistake, either. 
In economic development, smugness is 
your biggest enemy.  G

 Email  wfulton@smartgrowthamerica.org

By Tod Newcombe

| URBAN NOTEBOOK
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Catalyst for Change
The historic tax credit, which has helped preserve thousands of old 

buildings in cities across the country, is at risk.

The Manomet Mills in New Bedford, Mass., were built in 1903 to manufacture 
textiles. Fast-forward 100-plus years, and those mills are about to take on a new 
life as mixed-income housing for city residents over age 55. The renovated brick 
and masonry buildings will preserve New Bedford’s industrial history, rejuvenate a 
blighted waterfront area and feed a growing demand for senior housing.

At least that’s the plan. Historically, projects like this have led to huge economic 
benefi ts for downtowns impacted by years of recession and suburban fl ight. When 
vacant buildings in these centers are restored and reused, they generate jobs and 
tax revenue and bring back residents.

Since 1996, Lowell, Mass., which turned portions of its industrial heritage into a 
National Park in 1978, has redeveloped and reoccupied nearly 3 million square feet of 
historic buildings for residential and commercial use. “It was a pioneering concept at 
the time,” says Adam Baacke, Lowell’s assistant city manager, “that in a post-industrial 
city you could use historic preservation as a vehicle for economic development.”

In its eff orts, Lowell took advantage of the federal historic tax credit (HTC), 
which has existed for 32 years. So far, cities have used it to revive 38,000 vacant 
or underused buildings, create 2.2 million jobs and attract nearly $100 billion in 
private investment, according to the National Trust for Historic Preservation. The 
credit can reduce development costs by as much as 40 percent. Lowell has used it to 
kick-start 30 revitalization projects valued at more than $300 million. It’s also used 
historic tax credits off ered by Massachusetts. 

More than 30 states off er historic tax credits to cities and developers. But with 
tax credits generally unpopular in state capitols and on Capitol Hill now, they 
could be in trouble. Everybody’s talking tax reform and that’s put the HTC under 
scrutiny, says Tom Cassidy, vice president of government relations and policy at 
the National Trust for Historic Preservation. “The HTC is at risk,” he says. “It’s 
been so eff ective for so long that everyone assumed it would always be there.”

Its possible demise has sent historic preservation advocates like the National Trust 
scrambling to lobby for it in Washington and beyond. In March, the Missouri Senate 
approved a proposal to slash its historic tax credit program. In 2008, Rhode Island 
eliminated its credit, slowing the number of historic preservation projects in the state.

Such actions worry Larry Curtis, president and managing partner of WinnDe-
velopment, the company rehabilitating Manomet Mills. He’s done similar projects 
in 24 other states and says the HTC isn’t a cost to taxpayers: “[It’s] a benefi t. Main 
Street USA as we know it wouldn’t exist without the credit.”  G
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The Manomet Mills in New 

Bedford, Mass., were recently 

converted into apartments.
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Factor
Overshadowed by baby 

boomers on one side 
and millennials on the 
other, it’s Generation X 
that’s actually shaping 

the way government
 and citizens interact.

By Rob Gurwitt

generatıons
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couple of months ago, the city of San Mateo, 
Calif., fi nished a small experiment. Planning 

to renovate the playground at one of its most 
popular community parks, it put a set of 

proposed designs online for a month and 
invited public comments. Some 130 

people from around the city batted 
ideas back and forth, remarked on 

what they liked and didn’t like in the 
designs, and made suggestions. The 

playground needed shade, they 
agreed, and water fountains 
reachable by little kids.

The city’s Parks and Recreation Department was thrilled. 
Before trying the online approach, it had convened a public meet-
ing to solicit feedback. Eight people had bothered to show up. 

What stood out most in the online forum was who the par-
ticipants turned out to be. Almost 60 percent of them were 
between the ages of 35 and 45. The average age was just shy of 
42—noticeably younger than the demographic typically drawn 
by public hearings in San Mateo. “This was the target audience 
we’d been trying to get but were not getting” through conven-
tional hearings, says Abby Veeser, a senior management analyst 
in the parks department. 

In other words, Generation X was checking in.
And not just in San Mateo. In Phoenix, the city’s Planning and 

Development Department has logged thousands of responses to 
its online request for citizens to contribute their thoughts to a new 
master plan. The average age of respondents? Again, 42.

Meanwhile, for nearly a year the city of Palo Alto, Calif., has been 
making its trove of data available online. It began with budget and 

fi nancial data, expanded to salaries and benefi ts for all city employ-
ees, and is pushing on to specifi c program data. The idea is to make 
information that was always public—but for which residents had 
to ask—much more easily available. The initiative has been pushed 
by a cohort of younger managers who consider transparency vital 
to citizen engagement. “Nothing against the [baby] boomers,” says 
Assistant City Manager Pamela Antil, “but I think Gen Xers are 
way more comfortable with transparency and open data initia-
tives. We’re learning in government that people are interested in 
this information and that they’re willing to put it into a meaningful, 
useful format that benefi ts other people in the community.” 

Local governments are in the midst of a sea change when it 
comes to public participation and citizen engagement. Forced by 
the recession and recovery of the last fi ve years to make dramatic 
cuts to their budgets, they’ve reached out to try to understand 
better what their residents value most. Presented with a new 
and ever-evolving array of technological tools—Facebook, Twit-
ter, text messaging and public-participation sites like MindMixer, 
Peak Democracy and Nextdoor—they’re using them to publicize 
their own concerns and, increasingly, to draw out public senti-
ment. They’ve discovered the “civic technology” movement, with 
its groups like Code for America and events like next month’s 
National Day of Civic Hacking, which encourage citizens with 
tech skills to use government data to build apps useful to resi-
dents, neighborhoods and cities.

What may be most interesting about all this, however, is that 
it’s occurring precisely as another momentous shift is taking 
place: As they go through their 30s and 40s, members of Genera-
tion X are moving into more active roles as citizens and into upper 
management ranks in local government. While it’s too much to 
say that this generational change is the force driving local govern-
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T H E  X  F A C T O R

The fi rst of the Gen 

Xers are born, kicking 

off a 15-year stretch of 

lower birthrates.

The assassinations of 

Martin Luther King Jr., 

and Robert F. Kennedy are 

grisly childhood markers 

for early Xers.

President Richard 

Nixon resigns amid 

the Watergate scandal, 

igniting Xers’ distrust 

in government.

1968 19741965

Generation X Through the Years
Born between 1965 and 1978, the cohort today is in their late 30s and 40s.
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ments’ more expansive view of public engagement, the blending 
of the two trends is no coincidence. It shouldn’t be surprising 
that this generation, which long ago shook off  its disengaged-
slacker stereotype to become known for its entrepreneurialism, 
DIY ethic, skepticism about bureaucracy and comfort with col-
laborating over far-fl ung networks, would now be pressing local 
government to think in new ways about the work of democracy.  

“A lot of people in their 30s and 40s now are focused on 
families and schools and parks and public amenities,” says Matt 
Bronson, San Mateo’s assistant city manager, who at 38 falls 
squarely into the demographic. “They want to play a role and 
not just a one-time listening role. As a generation, they want to 
have a chance to provide ongoing feedback, and when the time 
and opportunity are right, to help make collaborative decisions 
on the direction of their communities.”

F or the last two-and-a-half years, ever since the fi rst 
baby boomers started to hit 65—which they will 
continue to do at a rate of 10,000 a day for another 
16 years or so—media attention on generational 
change has tended to focus either on them or on 
the socially tolerant, liberal-leaning politics of 

20-somethings, or millennials. Generation X has been an after-
thought. Which pretty much fi gures, given how its members have 
always viewed their inattentive treatment by society at large. Yet 
it is members of Generation X who are coming into full maturity 
and thus leaving their stamp on community life.

Just who makes up Generation X is open to some debate. The 
typical starting point, based on the commonly agreed-upon end 
of the baby boom, is 1965. But using cultural markers, renowned 
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The fi rst mass-market 

personal computers 

are introduced; Gen X 

gains a reputation 

as early and eager 

tech adopters. 

19791977

America is hit with its 

second gas shortage in 

6 years. Drivers wait in 

long lines at the pump; 

Xers grow increasingly 

cynical in the backseat.

1978

The last Xers 

are born.

generational thinkers Neil Howe and William Strauss put the start 
date at 1961; so does the Longitudinal Study of American Youth 
at the University of Michigan, which for more than two decades 
has been studying a cohort of Gen Xers. Ending points vary, too, 
from 1978 to 1982. 

There is little disagreement, however, on the forces that 
helped shape members of the generation. The short version, 
says Howe, is that the “fi rst wave” of Xers spent their childhoods 
watching the country fall apart and their adolescence and early 
adulthood in the “Morning in America” glow of the Reagan years. 
“They have no memory of anything before everything started 

Baby Boomers: 1946-1964 

78 million

Generation X: 1965-1978 

46 million

Millennials: 1979-1994 
70 million
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going crazy: long, hot summers and riots and peace movements 
and the family going to hell and the Me Decade,” he says. “At the 
same time, they were there at the ground zero of the deregulation, 
tax-cut, free-agent rebellion against the system, only for them it 
was in the economy as opposed to the culture. That economic 
liberation was defi ning for fi rst-wave Xers.”

So, too, were a variety of social trends. They watched their 
parents’ marriages struggle and sometimes fall apart—the divorce 
rate hit its high in 1981. Their mothers joined the workforce in 
unprecedented numbers, which meant that many of them had 

no one waiting at home when they returned from school. “They 
were latchkey kids, and institutions were crumbling as they came 
of age,” says Rebecca Ryan, a generational consultant who often 
works with local governments. “They had to be fi ghters and learn 
to speak for themselves.”

And they developed an overwhelming skepticism about large 
institutions. They sat in the back seat while their parents waited 
in long gas lines, watched the Challenger shuttle explode and fol-
lowed the American hostage crisis in Iran. They hit the schools 
as public education began to fall apart, a fact confi rmed for them, 
as Howe points out, by the 1983 “A Nation At Risk” report and its 

memorably scorching preamble: “If an unfriendly foreign power 
had attempted to impose on America the mediocre educational 
performance that exists today, we might well have viewed it as an 
act of war.”

In the private sector, the savings and loan crisis began in 1985, 
just as Gen Xers would have been turning to banks as young adults. 
The recession of the early 1990s, the dot-com bust, the stutter-
ing engine of lower- and middle-class advancement, the Great 
Recession—all have left their mark. A 2007 study by the Economic 
Mobility Project, spearheaded by the Pew Charitable Trusts, found 

that people in their 30s in 2004 had a median income on average 12 
percent lower than their fathers’ three decades before. “This sug-
gests the up escalator that has historically ensured that each gener-
ation would do better than the last may not be working very well,” 
the report commented. The Census Bureau, measuring the eff ects 
of the recession on householders, found that the largest decrease 
in median net worth between 2005 and 2010 belonged to those 
35 to 44. Their net worth dropped by 59 percent, compared to 37 
percent for those under 35 and 13 percent for those 65 and older.

So it’s probably no surprise that there is a widespread sense 
within Generation X that the government structures that worked 
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With more moms in 

the workplace, latch-

key Xers turn to new 

networks like MTV to 

fi ll the void.

1981

Ronald Reagan is 

elected president; 

Gen Xers’ political 

ears perk up.

1980 1981

The divorce rate 

in the U.S. peaks 

with 5.3 break-

ups for every 

1,000 people.

1979

The Three Mile 

Island partial melt-

down stokes fear of 

nuclear power.

The Xers’ streak of self-reliance has been 
amplifi ed by a key belief that government 
won’t always be there to help.
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for earlier generations do not work for them. As with any gen-
erational description, it is easy to oversimplify. But it’s notable 
that some of the most nationally prominent members of the 
generation—U.S. Rep. Paul Ryan of Wisconsin, who is 43, and 
Govs. Bobby Jindal of Louisiana, 41, Scott Walker of Wisconsin, 
45, Nikki Haley of South Carolina, 41, and, if you use Howe’s 
defi nition of who’s in Gen X, 50-year-old Chris Christie of New 
Jersey—are Republicans who have built their careers on pledges 
to rewrite how government works. “There is a Reaganite bent to 
this generation, the idea that government and its rules are often 
a problem,” Howe says. 

In truth, Xers as a whole are divided politically. Exit polls 
showed those in their 30s going decidedly for President Obama 
in the 2012 elections, while those born before 1973 leaned 
toward Republican challenger Mitt Romney. A 2011 Pew Center 
study found that about 47 percent of Gen Xers favored smaller 
government, while 45 percent preferred a bigger government. 
Meanwhile, a study by Florida State University sociologist 
Elwood Carlson for the Population Reference Bureau found a 
healthy plurality of Gen Xers—43 percent—identifying as inde-
pendents, more than any generation before them.

The streak of self-reliance that marks many Xers has been 
amplifi ed by a key belief that government won’t always be there 
to help. “One thing that was really hammered into our heads, 
going back to the late ’80s and on into today, is that the celebrated, 
major government programs like Social Security and Medicare 
would not be around for us,” says Pete Peterson, who runs the 
Davenport Institute for Public Engagement and Civic Leadership 
at Pepperdine University. “So there’s a feeling that you’d better 
get this done on your own, that you’re going to have to take care 
of this yourself.”

T hat go-it-alone attitude may help explain why 
Xers have for so long been characterized as 
disengaged from and cynical about public life. 
But that is ending, Peterson argues, as they 
build families and settle into neighborhoods. 
“If you’ve never believed that government was 

that important,” he says, “when you have kids is the time you 
reconnect—and as you sink in roots and pay taxes and care about 
things that happen on a more local basis, 
you become more civically aware.” But the 
same forces that have pushed Generation 
X toward self-reliance and questioning the 
institutions around them, he says, will also 
produce a younger citizenry fi lled with 
“people who believe, ‘I don’t have to put 
up with this bureaucracy. There’s got to be 
a better way to do this.’”

In particular, localities have come to 
understand that if they hope to refl ect the 
concerns and priorities of the public they 
claim to represent, they have to rethink their entire approach 
to public participation, says Karen Thoreson, president of the 
Alliance for Innovation, a joint project of the International City/
County Management Association and Arizona State University. 
“Folks have fi nally admitted out loud that the ways local gov-
ernments have traditionally engaged the public don’t work, are 
broken and are unpleasant for everybody.” 

Or as Anne Ambrose, the 43-year-old director of public safety 
and community relations for Palmdale, Calif., puts it, “The 
expectation that public life occurs in front of the council dais 
is a dying concept.”
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1983 1986

The landmark 

“A Nation at Risk” 

report comes out, 

calling into question 

Xers’ education. 

The Challenger

explosion, Chernobyl 

disaster and rising AIDS 

crisis greet Gen Xers 

hitting adulthood.

The World Wide 

Web debuts in 

public; Xers boot 

up, log on and 

tune out.

1991

The movie “Reality Bites” 

captures Xer zeitgeist and 

perpetuates the notion of 

a generation of slackers.

of Gen Xers have 
divorced parents
SOURCE: BLOOMBERG BUSINESSWEEK
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To get a sense of what might replace it, it’s worth remember-
ing that the hyperconnected, technologically adept, just-do-it 
world that moves at lightning speed to meet consumers’ needs 
took shape as Generation Xers were growing up. It has molded 
their expectations not just of the private sector, but of govern-
ment, both in their roles as citizens and among those who’ve 
become government offi  cials. In a society in which you can 
amass Twitter followers and run your own blog and opine on 
Facebook and become a YouTube sensation overnight, it stands 
to reason that Gen Xers don’t have much patience for showing 
up to a public meeting on a Thursday night where they might 
get two minutes during a perfunctory “public comments” 
period—and that Gen X city offi  cials would be sympathetic. 
But as the online experience of cities like San Mateo and Phoe-
nix has shown, they’re ready to participate if they’re off ered 

a meaningful way to do so. “It’s part of how Generation X is 
wired,” Bronson says. “We’re focused on practicing collabora-
tive decision-making.” 

So the frontiers of public participation are expanding as Gen 
Xers move into management roles in government. “There have 
been some real breakthroughs by managers of all ages, including 
boomers who said, ‘Let’s try something diff erent,’” says Thoreson. 
“But the whole electronic side of it, and being able to engage the 
public through forums or crowdsourcing or whatever, has been 
led inside local government by 30- and 40-year-olds, been picked 
up by citizens in that age group and now is being picked up by 
citizens of all age groups.”

There are about as many diff erent iterations as there are 
communities interested in exploring new forms of participa-
tion. Nadia Rubaii, an associate  professor of public adminis-
tration at Binghamton University in New York, believes that 
localities are feeling their way through the transition, as 
younger boomers and older Gen Xers within government fi nd 
a way to bridge the old and new worlds. “There’s an affi  nity for 
Generation X, but also an appreciation for how things get done 
through structure and bureaucracy,” she says. “So what govern-
ments are doing and people in this ‘bridge’ stage are helping 
facilitate is adding layers to civic engagement, but not neces-
sarily scrapping entirely the older ways of participation, as later 
members of Gen X might prefer.” 

For instance, in Edina, Minn., 49-year-old city manager Scott 
Neal has for the last decade been writing a blog about his expe-
riences and about the issues the Minneapolis suburb faces. He 
makes sure his department heads all do the same. “In my own 
small way I’m trying to build some trust and empathy for gov-
ernment again,” he says. The city still relies mostly on traditional 

T H E  X  F A C T O R

The dot-com bust 

and subsequent  

recession hit Xers just 

as they’re starting to 

amass wealth.

1998 20012000

The Monica Lewinsky 

scandal further erodes 

Gen Xers’ trust of the 

presidency and big 

institutions.

Many of the NYC police, 

fi refi ghters and World 

Trade Center workers on 

9/11 are Gen Xers; peers 

consider this a defi ning 

generational moment.

The frontiers of 
public participation
are expanding as 
Xers move into 
management roles 
in government.
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public meetings and hearings, but the blog gives citizens another 
point of entry. “I’ve had a hundred instances over the years,” he 
says, “where people have approached me out of nowhere and said, 
‘Hey, I read what you wrote about manhole covers and I’d never 
thought about that.’ It allows people an oblique way to approach 
someone they might not ordinarily approach.”

In Phoenix, the MindMixer site on the general development 
plan took shape after the city’s 43-year-old mayor, Greg Stanton, 
wondered what it would take to get residents to participate in a 
calm citywide conversation about its future, rather than propos-
ing to put a freeway down the middle of a neighborhood, as he 
put it, just to get them to turn out. For all its success, though, “it’s 
just one piece of the puzzle as far as outreach,” says Joshua Bed-
narek, a city planner who helped create it. “For some people, the 
site just isn’t the best way to engage them—so we might be better 
off  having a cup of coff ee at a senior center to get feedback.” 

Meanwhile, Philadelphia planners have been using a program 
called Textizen to elicit public comment. Designed with the help 
of Code for America volunteers, the department uses advertise-
ments on bus shelters and inside public transit to pose questions 
on which it wants feedback, like how to improve transit, say, 
or how people use recreation centers, or whether they shop in 
their own neighborhoods or go elsewhere. Residents then text 
the department their responses. “We felt that in a city like Philly, 
where there is wide usage of cellphones but more inconsistent 
access to the Internet, text messaging would be more equitable 
and universally understood,” says Clint Randall, the 29-year-old 
city planner who helped develop the project.

For all the growing interest in fi nding new ways to engage citi-
zens, there’s still a long way to go. It probably won’t truly take off  
until there’s a generational change in the top ranks of cities around 

the country—which may be a while. Not only are boomers delaying 
retirement, but their numbers remain overwhelming. In 1971, points 
out Rob Carty, the International City/County Management Asso-
ciation’s director of career services and next generation initiatives, 
71 percent of city managers 
were 40 or younger. By 2009, 
87 percent were older than 40.

There’s also the question 
of what local governments 
will do with what they learn 
from their citizens. “This 
could go really well if, say, 
someone shows up with a 
new app and government 
says, ‘Wow! Thank you for 
helping!’” says generational 
consultant Rebecca Ryan. 
“But it could go really badly if government pats them on the head 
and says, ‘That’s very nice, but we know better.’” 

To avoid that, local governments have to develop ways of manag-
ing citizen input and incorporating it into their own internal pro-
cesses, says San Mateo’s Bronson. “We’re just feeling our way now.” 

Finally, as online engagement takes off , Binghamton Univer-
sity’s Rubaii argues, communities will face a technical challenge. 
“Given the potential to generate so much more rapid-fi re partici-
pation,” she says, “they will need to have computer-based ways 
of sorting through it. Someone will have to come up with how to 
analyze and interpret all the various [participatory] feeds.” 

Millennials, are you listening?  G

 Email  robg@valley.net

T H E  X  F A C T O R

2008

Gen X goes solidly 

for Obama in the 

presidential election; 

in the midterms two 

years later, they tilt 

Republican.

The Great Recession 

hits Generation Xers 

especially hard; their 

collective net worth 

plunges 59 percent.

2009 2012

Rep. Paul Ryan, South 

Carolina Gov. Nikki Haley 

and Louisiana Gov. Bobby 

Jindal typify the small-

government ethos of 

many middle-age Xers.

Gen Xers lived without adult    
supervision for several hours           
a day when they were kids
SOURCE: BLOOMBERG BUSINESSWEEK
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n Federalism

Washington used to know 
how to listen to the states. 
What happened?

By Ryan Holeywell
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I
t’s spring in Washington—that time of year 
when state and local leaders from across the 
country convene in hotel conference rooms 
to discuss how congressional and executive 
action (or inaction) aff ects the way they do 
business. These days, if you didn’t know bet-
ter, you’d think they face a full-on assault.

When it comes to infrastructure, they’re worried 
Washington will yank away the tax-exempt status of 
their municipal bonds, making publicly fi nanced con-
struction more expensive. When it comes to taxes, 
they’re frustrated that Congress still hasn’t given them 
the ability to collect revenue from online sales, more than 
a decade after e-commerce went mainstream. When it 
comes to budgeting, they’re frustrated that congressio-
nal appropriators seem to cut with a meat axe rather 
than a scalpel. As Salt Lake City Mayor Ralph Becker 
said during a recent D.C. trip, “All of us who deal with 
the federal government and Congress are just pissed.”

But imagine a world where state and local offi  cials 
weren’t on the defensive and instead had the chance 
to have serious policy talks with their federal coun-
terparts. A place where county executives and state 
legislators sat side-by-side with senators and cabinet secretaries. 
A place where some of the country’s most serious researchers 
could work in a nonpartisan way on topics that explored the fed-
eral-state-local relationship, with the backing of federal money.

That place did exist—for nearly 40 years—as the U.S. Advi-
sory Commission on Intergovernmental Relations (ACIR). With 
Washington tackling issues like how to implement the president’s 
health-care law, overhaul the immigration system, reduce the 
defi cit and adjust our tax code, many state and local thinkers are 
murmuring that it may be time to revive something like the com-
mission, which closed shop in 1996. But with the cloud of partisan-
ship hanging thick over the nation’s capital, others wonder: Is it 
naive to think the idea of intergovernmental relations still matters? 

P
resident Dwight D. Eisenhower signed legislation 
creating the ACIR in 1959. The commission was asked 
to identify rising issues facing the federal system and 
make recommendations to policymakers on how to 
act. It emerged at a unique time in the country’s his-

tory: Party polarization was at a low point, and the feds were start-
ing to expand the grant-in-aid system that would have a profound 
impact on states and localities.

The commission had a distinctive structure that emphasized 
political balance. Its 26 members came from federal, state and 
local government; included representatives from both parties; 
and drew from the executive and legislative branches. Support-
ing the group was a professional staff  of 15 to 30 that produced 
reports and research and functioned something like a think tank. 
“The theory was that if you had a bipartisan group of federal, state 
and local offi  cials reaching some agreement on policy recommen-
dations, that that would kind of point the way for Congress to 
do things,” says John Kincaid, a Lafayette College professor who 
served as executive director of the ACIR from 1988 to 1994.

The group was especially relevant in the 1960s and 1970s, 
when President Lyndon B. Johnson’s “Great Society” federal 
programs and President Richard Nixon’s revenue sharing had 
outsized eff ects on state and local governments. But in the 1980s, 
under President Ronald Reagan, the ACIR began to lose steam. It 
suff ered budget cuts, and its board became increasingly partisan. 
Professional staff  members’ political affi  liations were evaluated. 
Its work shifted toward Reagan-esque topics like reduced federal 
spending and the devolution of federal programs and funds to 
the state and local levels. That attitude ran counter to the ACIR’s 
roots, which emphasized the idea of cooperative federalism, as 
opposed to devolution. 

When President Bill Clinton took offi  ce, he sought something 
of a revival for the ACIR, going so far as to meet with commission 
members in the Executive Offi  ce Building in 1993. But the honey-
moon didn’t last long. After Republicans took over Congress in 1994, 
they passed the Unfunded Mandates Reform Act, and ordered the 
ACIR to study the impact of various mandates on states and locali-
ties. But the commission’s draft report, released in January 1996, 
took a one-sided approach. It focused almost entirely on the dollar 
cost of mandates, largely ignoring any positive eff ects they might 
have. Environmentalists, unions and advocates for the disabled, not 
known for criticism of the ACIR in past years, loudly decried the 
study when it was publicly released. The ACIR was unprepared for 
the blowback and, in an unprecedented move, its commissioners 
voted to rescind their report. By then, the damage was already done. 

At the same time, a culture of aggressive budget cutting had 
taken over in Congress. Despite its small budget of only about $1 
million a year, the ACIR was squarely in the crosshairs. Spotty 
attendance by the commission’s federal representatives caused 
many in Congress to view it as little more than a state-and-local 
advocacy group. With a wonky mission and a long-winded name, 
the ACIR was an easy target for belt-tighteners. “We weren’t par-
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Vice President Nelson 

A. Rockefeller served 

on the ACIR during his 

tenure as governor of 

New York. 
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ticularly sexy,” says Victor Ashe, who served on the commission 
during its fi nal years while he was mayor of Knoxville, Tenn. “No 
one was stopping the presses to print our reports.” There was no 
political downside to killing the ACIR. Since the commission had 
already angered interest groups aligned with Democrats, Clinton 
wasn’t willing to fi ght for its continued existence. Congress killed 
the ACIR outright in late 1996.

E
ven though the ACIR never had a high profi le, its 
absence is signifi cant. While state and local leaders 
often meet individually with members of Congress, and 
occasionally obtain access to executive branch leaders 
through the White House Offi  ce of Intergovernmental 

Aff airs,  organized dialogues are lacking. “There’s nothing institu-
tionally that brings everyone there at the same time, at the same 
table, as equals, rather than just being brought in as a photo op,” 
says Michael Lawson, an ACIR staff er during the 1980s who now 
teaches at George Mason University. 

But the death of the ACIR wasn’t the cause of Washington’s 
uninterest in intergovernmental relations; rather, it was the symp-
tom. State and local leaders largely saw their power diminish in 
Washington over the second half of the 20th century because of 
changes in the way federal lawmakers came to power, says Paul 
Posner of George Mason University. (Posner and Lawson are both 
Governing contributors.) Originally, governors, county leaders and 
mayors were political gatekeepers to those seeking to run for Con-
gress. That meant congressmen, once in power, were somewhat 
beholden to them. That started to change in the 1960s, and today, 
federal lawmakers “get on the ballot not by kissing the ring of their 
state and local leaders but by their own entrepreneurial eff orts,” 
Posner says. 

State and local stakeholders have tried to counteract the trend 
by becoming part of the D.C. lobbying scene, but in the expensive 
world of Washington infl uence, they lack the resources to compete 
against better-funded private interests vying for the attention of 
federal decisionmakers. Members of the leading state and local 
government associations grumble that they’re often treated by offi  -
cial Washington like any other self-serving advocacy organization.

Several experts cite the proliferation of private D.C. think tanks, 
especially partisan ones, which have gradually replaced the ACIR 
as the exclusive broker of data on state and local fi nances. Some 
of those entities have come to have more resources and clout than 
the ACIR ever did. In short, Posner says, Washington’s attitude 
toward state and local offi  cials is simple: “relative indiff erence.” 

There are still those who look back fondly on the ACIR, par-
ticularly state and local advocates who increasingly gripe about 
their role in Washington. They wonder whether an ACIR-type 
organization could ever be revived.

Recreating something like the ACIR would require fi nding an 
infl uential federal advocate, which is a huge hurdle. High-minded 
panels that examine federalism don’t generate headlines for politi-
cians. In a conversation often cited by those who study the ACIR, 
Michigan Sen. Carl Levin,  at the time an ACIR commissioner, once 
reportedly told Kincaid, the former director, that “there is no polit-
ical capital in intergovernmental relations or serving on ACIR.” 
Nobody currently serving in Congress has made a serious eff ort to 
revive the commission, with one exception: Rep. Gerald Connolly , 
a Democrat representing Washington’s suburbs who previously 
served as chair of the Fairfax County, Va., Board of Supervisors.

Connolly has been introducing legislation since 2009 that would 
establish a bipartisan intergovernmental relations commission in 
the same vein as the ACIR. But it’s barely registered a blip in Con-
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Alumni of the ACIR have gone on to powerful positions:

ROB PORTMAN | served as a 

congressman; became director of 

OMB and then a senator

LAMAR ALEXANDER | served as 

Secretary of Education and governor 

of Tennessee; became a senator

JOHN ASHCROFT | served as 

governor of Missouri; became the 

U.S. Attorney General

DICK ARMEY | served as a 

congressman; became House 

Majority Leader

MITCH DANIELS | served as 

director of the White House Offi ce 

of Intergovernmental Affairs; 

became director of OMB and then 

governor of Indiana

JAMES INHOFE | served as mayor 

of Tulsa, Okla.; became a senator

CASPAR WEINBERGER | 
served as Secretary of Health, 

Education and Welfare; became 

Secretary of Defense

RICHARD LUGAR | served 

as mayor of Indianapolis; 

became a senator

GEORGE P. SCHULTZ | served 

as Treasury Secretary; became 

Secretary of State

SPIRO AGNEW | served as 

governor of Maryland; became 

Vice President of the United States

EDMUND MUSKIE | served as a 

senator (he was previously governor of 

Maine); became Secretary of State

ED RENDELL | served as mayor 

of Philadelphia; became governor 

of Pennsylvania

NELSON A. ROCKEFELLER | 
New York governor, then 

Vice President 

GEORGE ROMNEY | Michigan 

governor, then Secretary of Housing 

and Urban Development

Other notables:

HOWARD DEAN | Vermont governor

CARL LEVIN | U.S. Senator

RICHARD THORNBURGH | 
U.S. Attorney General

EDWIN MEESE III | 
U.S. Attorney General

JOHN H. SUNUNU | 
New Hampshire governor, then 

White House Chief of Staff

ANDREW CARD | Secretary of 

Transportation, then White House 

Chief of Staff

JOSEPH RILEY | 
Charleston, S.C., mayor

BARNEY FRANK | Congressman

JAMES G. WATT | Interior Secretary

BRUCE BABBITT | Arizona governor

CHARLES RANGEL | Congressman

ERNEST ‘FRITZ’ HOLLINGS |  
U.S. Senator

RAMSEY CLARK | 
U.S. Attorney General
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gress. His most recent iteration, introduced in February, has a single 
co-sponsor and was relegated to a committee where it has yet to 
have a hearing. Organizations that would seemingly be the main 
benefi ciaries aren’t vocal supporters, likely because they’re wary of 
spending political capital advocating for legislation that probably 
won’t gain traction (Connolly declined to speak for this story). “It’s 
probably needed now more than it’s ever been needed,” says Larry 
Naake, former head of the National Association of Counties (NACo) 
and a supporter of Connolly’s eff orts. “But there’s not the will to do 
it. Promoting anything that smacks of additional government, at 
this point, is pretty tough.”

T
here’s also widespread acknowledgment that any kind 
of intergovernmental relations panel can only be as 
successful as its stakeholders—particularly those from 
the federal government—want it to be. Without access 
to and infl uence on federal policymakers, a new ACIR 

could devolve into little more than frustrated state and local lead-
ers talking to themselves. Former Utah Gov. Mike Leavitt, a one-
time ACIR commissioner, says that’s what the situation was when 
he joined the ACIR in 1993. It quickly became clear that “Congress 
didn’t want to be changed” and the organization wouldn’t have 
real infl uence. “Is it a good idea? Yes. But it’s got to have a real role, 
a serious mandate and the ability to do stuff .”

Indeed, there are some who question whether the ACIR was as 
important an institution as supporters say. Former staff  members 
acknowledge it’s hard to pinpoint specifi c laws enacted as a result 
of the commission’s recommendations. “I don’t remember it being 
a place where we went to get an agreement that could then be 
enacted as part of something,” says Ray Scheppach, former execu-
tive director of the National Governors Association (NGA). Backers 
of the commission respond that the critics are thinking of the ACIR 
during its declining days in the 1980s and 1990s, and ignoring the 
earlier decades when it was at the peak of its infl uence. 

Ed Rendell, who served on the ACIR while he was mayor of 
Philadelphia in the 1990s, says its most useful function wasn’t 
developing concrete policies but instead prompting discussions 

that led to better understanding of the federal-state-local relation-
ship. He says it served a valuable role as an adviser to Congress, 
which doesn’t have any other formal vehicle for getting input from 
states and localities.

Today, however, the more important question is whether Con-
gress would want that input. A serious study of federalism “won’t 
happen because of a commission,” says Leavitt, who as Utah’s gov-
ernor devoted serious attention to federal issues. “It will happen 
because someone stands up and says we’ve got to rethink the role 
of government.” But others say that government offi  cials—and 
not just federal ones—aren’t interested in high-minded academic 
research and are skeptical that it would do much to drive policy. 
While a Democratic lawmaker might appreciate a report from 
a left-leaning think tank on the merits of Community Develop-
ment Block Grants, and a Republican might appreciate a study 
from a right-leaning group on privatization, it’s unclear whether 
either of them would care a great deal what public administration 
experts think about the internal workings of the federal system.

M
eanwhile, there’s little consensus on exactly how a 
revived ACIR would be structured, even if it could 
overcome the odds and get buy-in from the feds. 
(There does seem to be universal agreement that 
any proposal to create such a body should avoid 

the original ACIR’s name, which now carries political baggage.)
NACo and the NGA have separately called for the creation of 

bodies that sound similar to the ACIR. Rendell says it should be 
resurrected as an arm of the White House Domestic Policy Coun-
cil, without any staff , as a low-cost way for the president to have 
a sounding board on state and local issues. Richard Nathan, a for-
mer ACIR commissioner, calls for an entity focused on fi nancial 
issues—not advocacy—that could be located within the nonparti-
san Congressional Budget Offi  ce. Some advocates say that given 
the political climate, an ACIR-type entity might do well being 
housed wholly outside the government, perhaps in a foundation.

On the other hand, several former staff ers and commissioners 
say there’s no point in reviving anything like the ACIR until Wash-
ington fi nds a way to tone down its disruptive partisanship. “I’m 
not sure how eff ective it would be unless there was a sea change 
in attitudes,” Ashe says. Kincaid puts it more bluntly: “The White 
House isn’t interested, and neither is Congress.”

Bruce Katz, who leads the Brookings Institution’s Metropolitan 
Policy Program, has a diff erent view. He says Washington doesn’t 
really see cities and states as partners anymore, and dysfunction 
in the capital underscores the fact that state and localities—as 
opposed to the feds—will be the government innovators going for-
ward. “These are separate and disjointed areas of government that 
really have little to do with each other, except in emergencies,” Katz 
says. He believes the idea of an intergovernmental commission is 
an outdated concept at a time when Washington has become so 
unproductive. Given that dynamic, he says, it’s time for cities and 
states to start making active demands of federal offi  cials—not fi gur-
ing out the best ways to advise them. “I think what we need,” Katz 
says, “is something a lot more aggressive.”  G
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Former Indiana Gov. 

Mitch Daniels was 

an ACIR member in 

the 1980s.
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Getting health insurance 
is complicated.

Millions of consumers will soon be using Health Insurance Exchanges to 

select coverage. Completing the application and selecting a health plan 

can be daunting for consumers who are unfamiliar with health insurance. 

With questions that must be answered before they can hit the “submit” 

button, they’ll need to speak with someone who is knowledgeable about 

the process and can guide them through it. As a leading operator of public 

health insurance programs, MAXIMUS can help. We serve more than 25 

million Medicaid and CHIP benefi ciaries, delivering support to help them 

choose the best health insurance for their families.

www.maximus.com

We can help.
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N
ext year is the dawning of a new 
age in American health care. 
On Jan. 1, the major insurance 
reforms embedded in the Aff ord-
able Care Act (ACA) take eff ect. 
Every American will be able to 
get health coverage, regardless 

of any pre-existing conditions. At the same time, 
price controls will go into eff ect to limit how much 
insurers charge their sicker enrollees. States will 
be playing a central role by operating health insur-
ance marketplaces where people can purchase 
private coverage, with some help from the feds. 
Between private insurance and the ACA’s expan-
sion of Medicaid, as many as 30 million people are 
expected to become insured over the next decade.

Nobody knows exactly what the health reform 
law—along with the relentless rise in health-care 

costs—will do to the insurance industry and to 
insurance premiums. Many in the private sector, 
however, are starting to sound the warning bell, 
saying that it’s time for the industry to change. 
One of those people is Aetna CEO Mark Bertolini.

Aetna enrolls more than 40 million people in its 
medical, dental and pharmacy plans. It contracts 
with more than 1 million health-care profession-
als and collects more than $30 billion in insurance 
premiums. In short, Aetna’s viability depends on 
the health of America’s health-care system. That’s 
why Bertolini is trying to stay ahead of the curve by 
re-imagining what his 160-year-old company’s busi-
ness model might look like in the decades ahead.

Governing spoke with Bertolini about his vision 
for the future and how it fi ts with political and eco-
nomic variables. Here is that interview, edited and 
condensed for clarity and length.

By Dylan Scott

At a Crossroads
Health-care reform could destabilize the health 
insurance industry. Aetna CEO Mark Bertolini 
is giving that a lot of thought.

GOV05_42.indd   42 4/16/13   9:35 AM

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

Page #

__________Designer __________Creative Dir. 

__________Editorial __________Prepress

__________Other ____________OK to go

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

BLACK
YELLOW

MAGENTA
CYAN



May 2013 |  GOVERNING 43

B
L
O

O
M

B
E

R
G

 V
IA

 G
E

T
T
Y

 I
M

A
G

E
S

Bertolini: “One 

of the common 

impressions 

of the health-

care industry 

is that its 

problems and 

its issues are 

intractable.”

ds

GOV05_42.indd   43 4/16/13   9:37 AM

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

Page #

__________Designer __________Creative Dir. 

__________Editorial __________Prepress

__________Other ____________OK to go

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

BLACK
YELLOW

MAGENTA
CYAN



What do you think the health-care system of 
the future will look like? If we had to start all over, 
we would design the health-care delivery system to meet the 
capacity needs of the community it’s serving—by understanding 
the demographics, the disease burden, and the economic and 
environmental trends of the local community. 

We’d say, “Based on these inputs, here’s what we think we’ll 
need to deal with over the next 30 years and here’s the capac-
ity of the system we will need to deal with that.” This would 
cover everything from the types and placement of facilities in 
the community, the skill sets necessary to operate and work in 
those facilities in taking care of the community, and the types 
of technologies that they’ll need to support them. All of this is 
to improve the health of the population in a way that provides 
a more valuable input into the economy of that community. So 
it would be an investment in productivity. This is what we call 
population health management. 

What do you mean by “population health man-
agement”? In that world, we would have a community-based 
organization that would not only be a large employer in the econ-
omy but also a key provider of the economic input. That would be 
a health system—a true population health system—which would 
meet with the community and understand the ongoing demogra-
phy, disease burden and trends. 

There wouldn’t be plan designs. You wouldn’t need them. 
What you would do is invest in all those things that are necessary 
to keep people healthy. For instance, a congestive heart failure 
discharge requires an offi  ce visit follow-up within two weeks to 
keep that patient out of the hospital again, which is one of the 
most expensive admissions that we have. So you might pay for 
the cab ride. [In another example], you might pay for diapers for 
a mother of three who can’t aff ord them. 

Your system would capitulate to meet the needs of that com-
munity over time. And the outcome that we would measure is, “Is 
this economy better off  for that investment?”

What role does an insurance company like Aetna 
play in this community health system? A couple of 
things. First, we have the data to understand how that system 
should be constructed. [An insurance company is] the one orga-
nization in the health-care system today that actually sees every-
thing that happens because we get all the claims. Second, we have 
the technology that supports the gathering of information and 
data. And last, we have the fi nancing capability to make sure that 
that investment is well handled. 

Think of an insurance company in this new world as a 
highly specialized bank. What we do is provide fi nancing, risk 
management and reinsurance coverage. We provide intellec-
tual property, data and technology as the intelligence side of a 
health-care system. 

Are you already doing this somewhere? In China, 
we’re going to be working in the Binhai area, which will be their 
new Silicon Valley, to set up this type of system. What we will do is 
create that infrastructure. We’ll provide the technology platform. 

We’ll provide the health system planning. We’ll provide all that 
stuff —but not insurance. The government will do that. We’ll show 
them how to fi nance and underwrite it. 

So our role changes to an intelligence model, and we think that 
that’s the right thing to do. We’ll provide reinsurance coverage. 
But our role will fundamentally change, and will be very diff erent 
from what we have here.

How would Aetna interact with health-care 
providers in a community health system? This 
requires us to go about our work diff erently. It’s not a negotia-
tion with providers over what to pay them, but a partnership 
with providers to understand what we’re investing in and how 
we can both work together to make sure that investment achieves 
the maximum return. It requires the insurance industry to give 
up some of its intellectual property to the provider domain. It 
requires a partnership around technology, around the delivery 
of health care and the sharing of information, which we’ve long 
held to be proprietary. It really requires the providers to trust us 
in ways that they’ve never had to trust us—and for us to fi nd a way 
to allow them to trust us.

It requires us to admit the things that we’ve done in the past 
that haven’t worked and why they haven’t worked. It requires us 
to open up and say: “Here are all the good, bad and the uglies.” 
It requires us to show how we can make it overall better for the 
American health-care system, but more importantly, for the health 
of the nation’s economy.

With reform, what kind of pressure is the health 
insurance industry facing? One of the common impres-
sions of the health-care industry is that its problems and its issues 
are intractable. For a long time, the health insurance industry has 
tried various approaches to bringing health-care cost infl ation 
under control, without much success. We’ve had moments of 
brilliance and impact, but it’s been diffi  cult. In part, I think that’s 
because we’ve always confused the fi nancing decision (how we’re 
paying for it) with the investment decision. 

It’s much like buying a car. Today, you choose a car, under-
stand its off erings and its price, and then you decide how you’re 
going to pay for it. Whereas in the 1950s, you used to say “I can 
only aff ord X a month” and you’d get a car. So I think we’ve 
always confused the fi nancing and investment decision in health 
care, and that has created this problem of what are we investing 
in versus how we’re paying for it.

The Aff ordable Care Act creates an “action-forcing” event for 
us to focus on the investment decision, given that to some degree 
the fi nancing decision is going to be constrained from a number of 
places. It’s going to be constrained because health-care infl ation is 
growing at twice the rate of the consumer price index. It’s crowd-
ing out more and more of our budget and discretionary spending. 
[That cost infl ation] jeopardizes the future of the country because 
Medicare and Medicaid are driving a vast majority of the budget 
defi cits going forward. If left unchecked, they’ll be a large part of 
the next $10 trillion worth of the nation’s debt.

So I think those things say: “We’ve got to get this under control 
and now seems to be the time.”
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So the ACA is forcing you to change, and you 
think that’s a good thing? When the health-care reform 
debate came along, it went from health-care reform to health insur-
ance reform. It was easier to villainize the insurance companies and 
get something passed than to try to take on the entire health-care 
industry. So we got what we got; we got health insurance reform. 
And we view it this way: When somebody takes a $2.7 trillion 
industry and over the next decade throws $1.5 trillion into the 
pot, tosses it out on the table and says, “Who wants it?”, there’s 
an opportunity for people who are creative and willing to think 
diff erently about how they run their businesses. 

So we’ve been very engaged. We’re engaged in making sure we 
are compliant with the law, and we are engaged in the regulatory 
process. We believe that by doing that, not only do we help get 
a better bill in place—because it wasn’t passed and written very 
well by virtue of the politics of the time—but we also create more 
opportunities in fi nding a better way to do it.

You said you’re going to be testing this new 
model in China. Why China? We don’t have the barriers 
there that we have here. We don’t have the entrenched interests, 
either politically or economically, to overcome. We don’t have the 
technology barriers to overcome because over there they don’t 
have landlines and fax machines. They use mobile technology and 
wireless. Just as we see the states as a laboratory for democracy, 
we think the developing nations are a laboratory for the future of 
health-care systems. We think we get there more quickly.

China has watched the developing nations. By the way, the 
United States is not unique in the crushing burden of health-care 
costs on its budget. You can see it in Europe. You can see it begin-
ning in the Middle East, as they deal with one of the highest diabe-
tes disease burdens in the world. China knows it’s coming. China 
already has 95 million diabetics versus the United States’ 26 million. 
So as they look forward, they say, “We can’t aff ord what the U.S. 
health-care system has generated. We need to get in front of this 
and learn from the lessons of the West. Who can help us do that?”

How will you translate lessons learned there 
to the United States? The hope is that the projects we’re 
doing in China—technology-based, intellectual property transfer, 

giving up the rights to having it be agnostic to the payer system—
are things providers can use for any payer. 

All of those things would allow us to try it here in the United 
States. For us, trying it with a few people who are ahead of the 
curve, understand where this is headed and want to be in front 
of the change, we believe we create a cresting wave phenom-
enon over time.

Are we talking about moving to single-payer, 
national government-run health insurance? One 
of the reasons we want to be in front of it is we want to be a net 
consolidator. We want to get in front of the change and be part of 
the new system. We’re a 160-year-old company. We have a lot of 
capital invested in the current business model we have, but if we’re 
able to reuse that capital to move us to the new world, we’ll be in 
a good place.

I don’t think we ever get to single-payer because single-payer 
is the government paying the bills and the government doesn’t 
do that in any way today. Most people think the government is 
a single-payer in Medicare. It’s not. There are dozens of payers, 
including us, in the Medicare space that pay bills for Medicare 
patients. Government doesn’t even enroll a patient. We do all that. 
They just provide the money. 

We’ll see just how eff ective they are at putting together a sig-
nifi cant health-care technology development to enroll people in 
the health insurance exchanges on Oct. 1. I think we’re going to 
see a fi ts-and-starts kind of approach to health-care reform. That 
makes single-payer anytime soon doubtful.

What are the stakes here? Will insurance com-
panies have to change or fade away? If you were 
to talk to my counterparts in the big companies, they would give 
you their version of what they’re doing relative to changing the 
nature of relationships with providers. Some of them are buying 
practices and health systems. Others are trying to build collabora-
tive relationships with them. So everyone is dabbling with: “What 
does the nature of the change need to be?” We’ve all done that over 
the years, so I think everybody does realize that it’s time to change. 

Whether there’s an earnest investment and a willingness to 
really change is going to be a key driver of whether or not we’re 
successful. This country is going to have to deal with very diffi  cult 
issues about health care and about other entitlements, and if we 
don’t get at these issues, the social and cultural ramifi cations are 
going to be diffi  cult for everybody. At that point, I don’t know 
what happens. I don’t know if we go out of business. Take a look 
at what’s going on in Washington today around the budget. Who 
would have ever thought that people would let it go on for four 
and a half years? But here it is. 

So what does it take to have people fi nally say, “We can’t do 
this anymore?” Well, there will be some point when the econom-
ics will be so compelling that we can’t pay for our health-care 
system. Then we’re going to have to make some really diffi  cult 
decisions. Those diffi  cult decisions will determine who lives or 
dies as a result.  G
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“Just as we see the 
states as a laboratory 
for democracy, we 
think the developing 
nations are a laboratory 
for the future of 
health-care systems.”
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D
uring a congressional hearing late last year,  Transpor-
tation Secretary Ray LaHood and Rep. Jeff  Denham, a 
Republican representing California’s Central Valley, got 
into a testy exchange. At issue was the administration’s 
much-ballyhooed High-Speed Intercity Passenger Rail  

(HSIPR) program, and more specifi cally, its marquee project: the 
federally supported San Francisco-Los Angeles line set to begin 
construction this year. At speeds of up to 220 mph—the whole 
trip would take just two hours and 40 minutes—it would be this 
country’s fi rst bullet train.

In the hearing, Denham was skeptical of the state’s business 
plan. The project costs $68.5 billion, and California offi  cials expect 
the feds to pick up $42 billion of that total. Where, Denham asked 
LaHood, would that huge amount of federal funding come from?

“We’re not going to get one dollar as long as there’s language 
in appropriation bills that says no federal money can be spent on 
California high-speed rail,” replied an agitated LaHood, refer-
ring to an amendment Denham had championed last year. “That 
doesn’t help us.”

That amendment, Denham replied, is “not meant to help you.”

The uncertain future of high-speed rail.

erailed?
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That tense exchange is emblematic of the paradoxical position 
in which high-speed rail fi nds itself today. True high-speed rail 
is closer than ever, but its long-term future is in a decidedly pre-
carious position. In a bitterly divided Congress focused on defi cit 
reduction, HSIPR hasn’t received funding since 2010. Even staunch 
rail advocates concede that another huge infusion of high-speed 
rail cash remains unlikely anytime soon.

Four years after President Obama declared high-speed rail a 
major national priority, the fi nancial hurdles seem higher than ever. 
A recent Government Accountability Offi  ce (GAO) report illus-
trates the challenges. In California, for example, if the feds were to 
pony up the rest of the $42 billion  the state is expecting, it would 
be more than the federal government spends nationwide on grants 
for new subway, light-rail and bus rapid transit lines combined. Or 
take Amtrak’s new plan outlining high-speed rail in its Northeast 
Corridor. The cost is pegged at $151 billion. For Amtrak to do sig-
nifi cant work, the feds would likely have to pick up 50 to 80 percent 
of the tab, according to the report. At a time when Congress has 
canceled White House tours in order to reduce spending, it’s hard 
to envision Washington lawmakers making that sort of long-term 
commitment anytime soon.

“In this environment, the money isn’t there,” says Emil Fran-
kel, a visiting scholar at the Bipartisan Policy Center who served 
as assistant secretary for transportation policy under George W. 
Bush. “Where’s the money going to come from? In balancing the 
demands of the federal budget—let alone state budgets—it’s just 
impossible to imagine.”

But the administration did imagine a robust high-speed net-
work just a few years ago. Within 25 years, the president fre-
quently proclaimed, 80 percent of Americans would have access 
to high-speed rail. As part of the federal stimulus package in 
2009, about $8 billion went to HSIPR. (The administration says 
it’s invested $12 billion in high-speed rail, a total that includes 

other appropriations in 2009 and 2010, as well as separate 
Amtrak funding.) Supporters touted high-speed rail as a way to 
create jobs, support the economy, protect the environment and 
ease traffi  c congestion in a country whose population is projected 
to grow by 100 million by 2050. 

T
oday, those high hopes are a dim memory. Last month, 
Obama released his latest budget touting high-speed 
rail, which provides $40 billion over fi ve years to fund 
the development of high-speed rail and other passen-

ger rail programs as part of an integrated national transportation 
strategy. It’s become a routine occurrence, but such grand pro-
posals for rail expenditures have increasingly rung hollow. In a 
budget deal struck with Republicans in April 2011, the adminis-
tration lost funding for its HSIPR program, and it hasn’t come 
back since. Denham, the staunch critic of the California project, 
now chairs the House subcommittee overseeing rail. And the 
recently passed House budget specifi cally criticizes the admin-
istration’s approach to high-speed rail. Meanwhile, despite all 
his calls for high-speed rail spending, Obama hasn’t developed 
a concrete proposal on how to provide an ongoing, dedicated 

revenue stream for those projects, which 
advocates say is key. Even the nonpartisan 
GAO warns that counting on future federal 
funding for projects like the one in Califor-
nia is highly speculative. Joshua Schank, 
head of the Eno Center for Transporta-
tion, says it’s unlikely at this point that the 
administration will continue to throw its 
full weight behind high-speed rail because 
so far the program “hasn’t yielded much 
dividend politically. Nor,” he adds, “has it 
yielded much in terms of high-speed rail.”

Still, those involved with the program 
say the work up until now hasn’t been for 
naught. In fact, they say, 2013 will likely 
prove to be a banner year for high-speed 
rail. Nearly $3.6 billion in federal funds 
are being spent on projects under con-
struction or scheduled to be within the 
next six months. Close attention is being 
focused on the Midwest, where trains on 
the Chicago-Detroit and Chicago-St. Louis 
routes already have reached 110 mph on 

some stretches, and those sections will be extended over the next 
few years. “Signifi cant progress is being made with these initial 
investments,” says Joseph Szabo , head of the Federal Railroad 
Administration. And in the Seattle-Portland corridor, there will 
soon be six round-trip trains per day, up from four; offi  cials there 
say the uncertain future of federal funding won’t undo that work. 
“It’s not to say we don’t want or need federal money,” says Paula 
Hammond, Washington’s former Department of Transportation 
secretary. “But our system and service isn’t at risk. We’ve already 
made the commitment within our state.”

Critics point out that these projects, like the majority of the 
HSIPR lines, aren’t truly “high speed.” In fact, of all the planned 
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Joshua Schank of the Eno Center for Transportation 

says he expects states and localities will pick up an 

increasingly larger share of high-speed rail.
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routes in the near future, only the San 
Francisco-Los Angeles train would hum 
along at speeds comparable to bullet 
trains in Europe and Asia. Nonetheless, 
rail advocates say the proposed network 
is a good start, and that progress—how-
ever slow—is being made.

But is the bigger dream dead? Is the 
vision of a national high-speed network 
still a possibility? Advocates say not to 
count the program out. Once the current 
batch of projects is online, they believe, 
passengers will witness the advantages 
of high-speed rail and pressure elected 
offi  cials to invest more dollars. In other 
words, they think rail will speak for itself. 
“We’re in the early stages of still fi ghting 
and debating this,” says Andy Kunz, presi-
dent and CEO of the U.S. High Speed Rail 
Association. “That’s going to be a limited 
time. We’re going to get past this.” 

Schank says he expects states and 
localities to start picking up an increas-
ingly large share of high-speed rail work 
that might have otherwise been funded 
by the feds. Such a move would mirror a 
larger trend in transportation, as lower 
levels of government are working to 
improve—or at least preserve—infrastructure by fi nding their 
own revenue sources. Indeed, many rail offi  cials say the stimu-
lus’ greatest legacy might not actually be the work done with 
this round of funding, but instead the role it played in prompting 
states to start seriously thinking about improving rail service. 
(About 100 planning and environmental studies were funded at 
least in part by the stimulus.) In Washington state, for example, 
offi  cials are developing a long-term rail plan that will be com-
plete later this year. It could call for as many as 13 daily round 
trips between Seattle and Portland. “We just want to be ready 
for when [funding] ebbs and fl ows our way so we can be in posi-
tion,” says Ron Pate, the state’s acting rail director.

Szabo, for his part, says federal leaders tend to follow the lead of 
state and local leaders. That’s why he thinks the program could be 
revived in the future. “I’m still very bullish and optimistic,” he says. 

John Robert Smith, a former member of Amtrak’s board, sees 
another dynamic that could encourage federal investment in 
rail: aging baby boomers. “We’re going to be mobile,” Smith says. 
“We’re going to be engaged in life and with our families. You don’t 
want us all on the interstate in the next 20 years.” (Some observers 
say the calculus of federal rail funding is even simpler: If Demo-
crats take control of the House, or at least shrink the Republicans’ 
majority, the high-speed rail program is likelier to gain support.)

More immediately, the federal legislation that deals with rail, 
the Passenger Rail Investment and Improvement Act, expires this 
year. Many in the rail community believe that will force a more 
serious discussion about how—or whether—high-speed rail gets 
federal support going forward. Robert Healy , vice president of 

government aff airs for the American Public Transportation Asso-
ciation, says nobody “expects to have manna from heaven in the 
next six months.” But, he says, that’s OK for now. “Even if you don’t 
soon get the kind of investment levels that we’d like to see, we 
believe there’s an opportunity to continue the program and con-
tinue to move it ahead. If it’s more modest than we’d like, we’ll do 
our best to build on that.”

Talk to an advocate of high-speed rail, and at some point he or 
she invariably will invoke the parallel between rail today and the 
early days of the interstate highway system. The interstate system 
didn’t take years to build—it took nearly four decades and eight 
presidencies. California in 2013, they say, is merely like Kansas 
in 1956, when the fi rst pieces of the highway system were paved.

“Let’s pretend we’re Dwight Eisenhower and we’re just begin-
ning to build the interstate highway system,” says Rod Diridon, 
executive director of the Mineta Transportation Institute and a 
former board member of the California High-Speed Rail Author-
ity. “There’s no money. You don’t know where to start. But you 
now need to link this huge nation together, so you scrap  together 
a few bucks ... and you get it started with no expectation there’s 
going to be a huge grant of funds.”

That’s where the country is today with high-speed rail, he 
says. “Sometimes great, extensive portions of it were built. Other 
times, when there wasn’t as much money, nothing was built or 
only small portions. They built what they could when they got 
the money. What we have is a start.”  G
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California’s $68.5 billion high-speed rail line is set to begin construction this year.
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Power In Santa Rosa, 
Calif., the electricity 
powering a lamp 
may very well have 
come from recycled 
wastewater.

GOV05_50.indd   51 4/16/13   9:44 AM

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

Page #

__________Designer __________Creative Dir. 

__________Editorial __________Prepress

__________Other ____________OK to go

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

BLACK
YELLOW

MAGENTA
CYAN



GOVERNING |  May 201352

W
hen desk clerk Janet Gettman turns on a lamp 
at the Hotel La Rose in Santa Rosa, Calif., it 
never occurs to her that Mitch Baker, the guy 
washing dishes in the kitchen, might have 
anything to do with it. But thanks to the city’s 
unique wastewater recycling system, there’s a 

defi nite relationship between the water that fl ows down the drain 
and the electricity that keeps the city’s lights burning.

The Northern California city of Santa Rosa sits just below the 
Mayacamas Mountains in Sonoma County, where some of the best 
wines in the world are produced. For years the city of 169,000 used 
its treated wastewater for crop irrigation; the rest fl owed into the 
nearby Russian River. But when the river overfl owed one too many 
times, Santa Rosa offi  cials were forced to start looking for another 
way to dispose of the city’s surplus water.

High in the nearby Mayacamas, steam rises from muddy pools 
called fumaroles. In the 1850s, a grizzly bear hunter stumbled 
upon these bubbling hot springs and mistakenly identifi ed them 
as “geysers.” The name stuck. Energy companies have been gener-
ating electricity commercially in the Geysers since 1960, and today, 
the Calpine Corp. operates 15 geothermal plants here.

But the underground reservoirs are slowly being depleted. Only 
20 percent of the steam captured and sent through the genera-
tors can be returned to the ground as water. The power company’s 
need for water and the city’s need to dispose of its water gave rise 
to the Santa Rosa Geysers Recharge Project, a $200 million engi-
neering feat that took three years to complete. (And that was after 
the city spent years dealing with a number of lawsuits to stop it.)

The project, which began operating in 2003, uses wastewater 
to replenish the steam reservoir. Highly treated wastewater is 
pumped 41 miles from Santa Rosa up into the Mayacamas, where 
it is injected deep into the ground. On the way, it passes under 
the Russian River and the environmentally sensitive Mayacamas 
Mountain Audubon Sanctuary.

It’s a major eff ort that sends more than 12 million  gallons of 
recycled water to the steam fi elds each day, boosting Calpine’s 
output enough to meet the energy needs of 100,000 households. 

Email dkidd@governing.com

The Geysers Recharge 

Project came about in an effort 

to limit the amount of treated 

wastewater the city of Santa Rosa was 

releasing into the nearby Russian River.

The four pumping stations were designed 

to blend in with their surroundings. 

The purple hydrant indicates water that is 

available to fi refi ghters.

Some 340 steam wells 

reach down more 

than 3,000 feet to an 

underground reservoir, 

where temperatures range 

from 400 to 700 degrees.
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The steam rising from 

these muddy pools, called 

fumaroles, was once a 

tourist attraction. Visitors 

stayed at The Geysers 

Resort, a fashionable 

hotel in its day.

After Santa Rosa’s treated water makes 

its 41-mile journey up the mountain, 

a water injection well forces it deep 

into the ground.
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Above: An average 700 million 

watts are generated each 

day by the Calpine Corp.’s 

turbines, roughly equivalent to 

a medium-sized nuclear plant.

Right: Operators in the central 

control room keep an eye on 

things. Each of the 15 plants 

has its own crew of two.

An 80-mile network of 

insulated pipes carry 

steam from the wells to 

the generators.
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Eighty miles of 

insulated pipe 

carry steam from 

the wells to the 

generators.

After the steam passes 

through the generator, it 

goes through a cooling 

tower. About 20 percent 

is reclaimed as water and 

returned to the ground.

Not all of Santa Rosa’s 

treated water ends up as 

steam. At different times 

of the year, some of it is 

used for irrigating Sonoma 

County’s famous grapes.
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The 
Rural-Urban 
Divide
Metro areas are growing 
while rural counties shrink.

N
ot many people live in rural 
Renville County, Minn., home 
to a scattering of farming com-
munities along the Minnesota 

River. Far removed from any sprawling 
metropolis, its population has gradually 
dwindled for decades. 

County Commissioner Bob Fox, like 
other offi  cials in rural areas, is accus-
tomed to seeing young adults move away. 
As families continue to leave for growing 
metropolitan areas, and as rural towns age, 
he wants to ensure the county still thrives. 
“We hope to provide opportunities for 
people that like this way of life,” he says.

Most U.S. counties are rural, and 
recent Census estimates indicate the 
majority of them are losing population as 
Americans migrate to cities and suburbs. 
Two-thirds of counties that the Census 
considers majority-rural based on popu-
lation density lost residents last year. By 
contrast, only 31 percent of more urban 
counties registered population declines.

This divide is most apparent across the 
Great Plains and rural Appalachia, which 
experienced some of the largest rural 
population losses in recent years, along 
with Michigan and pockets of the upper 
Midwest. The Census Bureau estimates 
Renville County’s population dropped 2 
percent since 2010 to about 15,400.

Part of this stems from Americans 
fl ocking to urban centers. But much of 

rural America’s shrinking population has 
to do with natural decreases, says Ken 
Johnson, a senior demographer at the 
Carsey Institute at the University of New 
Hampshire. Rural counties are home 
to older white residents whose fertility 
rates are lower than other demographic 
groups. Many counties reached a tip-
ping point in 2012 when annual deaths 
surpassed births. In all, 1,135 counties 
recorded a natural decrease—the most 
in U.S. history. “With the coming of the 
recession, the tipping point was acceler-
ated because birth rates dropped,” John-
son says. And now that natural decreases 
started, they’ll likely continue in these 
areas for years.

But it’s not all bad news for rural Amer-
ica. While many areas took their hits dur-
ing the Great Recession, agriculture largely 
sustained rural communities and newer 
industries, such as organic foods, cropped 
up. “When you look at the economic output 
of these counties, they’re actually growing,” 

says Matt Chase, the National Association 
of Counties’ executive director.

However, there just aren’t as many jobs 
as before in many farming communities. 
The mechanization of commodity agricul-
ture—a major driver of rural economies—
pushed down the number of available jobs. 
Accordingly, most rural counties will fi nd 
it diffi  cult to reverse years of population 
declines, but this doesn’t mean they can’t 
improve their quality of life. 

Chase says broadband and access to 
airports are top priorities for rural coun-
ties. Well maintained roads and bridges 
are also essential for businesses wanting 
to curb transportation costs. But these 
investments often prove diffi  cult for rural 
local governments, Chase says, with their 
aging populations and declining tax bases.

In Minnesota, Fox is working on a 
project to lay the foundation for a fi ber 
network linking residents to high-speed 
Internet. Renville County also plans to 
expand a freight rail line and build a solid 
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By Mike Maciag

| BEHIND THE NUMBERS
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By Mike Maciag

Population Change Since 2010 Census

 < -2% < 0% > 0% > +2%

Urban counties 
surrounding cities 
are gaining 
population, while 
most rural counties 
are slowly losing 
residents. 

waste transfer center, further boosting the 
region’s economy. For each project, offi  -
cials are working with other jurisdictions 
or private companies to achieve results 
that wouldn’t otherwise be possible. “It’s 
using taxpayers’ money wisely and pro-
ducing better results by partnering with 
your neighbors,” Fox says.

This type of collaboration is needed if 
rural communities are to grow, says Chuck 
Fluharty, president of the Rural Policy 
Research Institute. Instead of thinking 

about two- or three-county areas, govern-
ments must set policies encompassing 
much larger regions—rural areas must bet-
ter align themselves with nearby urban hubs 
and vice versa. “We need to rethink how we 
govern,” Fluharty says. “The old feudal silos 
have to go away.” Whether it’s economic 
clusters, distributed food and water sys-
tems, or tax sharing, there are ample oppor-
tunities for regional partnerships.

Although rare, some rural counties 
have seen their population climb. Loud-

oun County, Va., for example, experienced 
rapid population gains with its proxim-
ity to Washington, D.C., expanding from 
about 57,000 residents in 1980 to more 
than 300,000 today. In recent years, some 
of the fastest growing rural areas can be 
found in communities wedged between 
Raleigh and Fayetteville, N.C. Neighbor-
ing Johnston and Harnett counties added 
the most residents of any majority-rural 
county in the U.S. since 2010, according 
to Census estimates.

Some rural counties boasting recre-
ational opportunities, such as ski resorts 
in the West, have also fared well. Other 
regions benefi ted from a natural gas boom 
or recent manufacturing growth. 

It’s for these reasons that rural coun-
ties can’t all be treated the same—both 
their demographics and economies vary 
greatly, says Fluharty. “There are amaz-
ing dynamics going on from central cities 
to remote rural areas.”   G
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The fi ndings in San Diego’s audit sug-
gest offi  cials are making progress. It found 
that cities with a high percentage of roads 
in good condition, such as Portland, Ore., 
or Atlanta, require: 
• a citywide, 24-month excavation plan 

for all maintenance work;
• a 12-month resurfacing plan to be 

shared with public and private entities 
doing street-related work;

• both private entities and city depart-
ments must apply for a permit to exca-
vate in the public right of way.
But even as cities have improved their 

coordination between standard utilities 
and their own street repairs, a new discon-
nect is cropping up. In a growing number 
of places, broadband networks are an 
additional, distant and oft-ignored player.  

“What I’ve seen as a city planner is 
that broadband planning issues are not 
a priority for cities to deal with,” says 

By Katherine Barrett and Richard Greene
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When the parties responsible for giving 
permits to utilities work smoothly and 
effi  ciently with one another and with 
the departments in charge of road and 
bridge maintenance, chances that a 
city’s roads will look like a perpetual war 
zone decrease.

For a utility program to be successfully 
coordinated, it needs to have some basics 
in place. It needs established policies, 
standard practices and clear procedures 
to accomplish these tasks. San Diego 
stands out as just such a place. It was 
relatively dysfunctional in terms of this 
kind of coordination until a few years 
ago, when it reorganized its approach 
for the better. As a city audit indicated, 
“Without a unifying organizational 
structure that encourages effi  ciency, col-
laboration, and proactive management 
of transportation assets, the City cannot 
make wise investments.”

Think Twice, Dig Once
There is a way to cut down on the tearing up of roads. 

N 
ear our New York City apart-
ment, there’s a major intersec-
tion that has repeatedly been 
torn up over the years, causing 

unfortunate disruptions to the fl ow of 
traffi  c. It’s also given the two of us a lively 
topic of conversation at the start of many 
a trip outside our neighborhood.

We kept trying to fi gure out how any 
road could need repairs on such a fre-
quent basis, and then it occurred to us: 
Many situations like this are caused by 
communities opening up a road for work 
without factoring in that a utility or some 
other agency might be stripping the 
asphalt again in just a month or two.

This can be expensive stuff . Consider 
these cost estimates from a 2011 report  by 
Envista, a consulting fi rm that specializes 
in helping organizations communicate and 
collaborate internally more eff ectively: 
Burlington, Vt., spent $500,000 a year 
unnecessarily thanks to utility 
cut patching; Kansas City, Mo., 
suff ered $4 million in damages 
caused by cuts to streets resur-
faced in a three-year period; and 
similarly, Cincinnati lost about 
one-third of the service life of 
its streets as a result of repeated 
construction.

Beyond these monetary costs, 
Envista found that municipal 
projects are often delayed when 
public works crews have to wait 
for utilities to fi nish their work. 
What’s more, when utilities dig 
up brand new or recently repaved 
streets, it has ramifi cations. The 
utility’s reputation is harmed; at 
the same time, it hurts citizens’ 
view of their government.

Unlike many other mana-
gerial problems, there’s a rela-
tively straightforward—if not 
simple—solution: coordination. 
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WHAT DO TEACHERS, 
FIREFIGHTERS, 
AND DPW WORKERS 
HAVE IN COMMON?
THEY NEED A HEALTH INSURANCE COMPANY
THAT UNDERSTANDS THEIR DIFFERENCES.

EMPLOYEE BENEFITS FOR THE PUBLIC SECTOR
Cigna.com/HealthierGov

The challenges of running local governments are unique, to say the least. That’s why 
you need a different kind of health insurance company – Cigna. First, we don’t see 
your employees as numbers on a piece of paper. We see each and every one as the 
unique people they are. We get to know what makes each one of them tick, and that 
helps keep them healthier. Because when your workforce is healthy, productivity 
increases and benefit costs decrease. And that’s something everyone can agree on.

“Cigna,” the “Tree of Life,” and “GO YOU” are registered service marks of Cigna Intellectual Property, Inc., licensed for use by Cigna Corporation and its operating subsidiaries. All products and 
services are provided by or through such operating subsidiaries and not by Cigna Corporation.  
863022  04/13 © 2013 Cigna. 

Offered by: Cigna Health and Life Insurance Company, Connecticut General Life Insurance Company, and their affiliates.

863022 B2B Gov AD v1 indd 1 4/15/13 11:28 AM
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Kate McMahon, partner with Applied 
Communications, a consulting company 
for land-use, broadband and strategic 
planning for community organizations. 
“They tend to focus on traditional land 
use—water, sewer and roads.”

That makes some common sense. 
After all, water and sewer lines are usu-
ally run by municipalities, and the cities 
frequently own their own roadways. On 
the other hand, the private sector tends 
to own the vast bulk of telecom infra-
structure, so coordination is much more 
diffi  cult. “The telecoms are not only pri-
vate sector,” she says, “but a lot of them 
are regional or national. A telecom pro-
vider’s headquarters could be in another 
state. That is a big diff erence.” 

Massachusetts has taken a big step 
to integrate its broadband infrastructure 
installation with its roads, bridges and 
utilities. The goal—as with all this kind 
of coordination—can be expressed in just 
two words: Dig once.

The Massachusetts Broadband Insti-
tute (MBI) keeps tabs on all projects in 
the state, coordinating individual events 
among players and setting the stage for 
those entities to plan. The institute has a 
memorandum of understanding with the 
Department of Transportation, as well 
as with the Department of Conservation 
and Recreation, that requires them to 
notify MBI when their major projects are 
scheduled. That gives organizations the 
opportunity to install broadband in the 
same time frame as, say, a repaving project.

“Having those relationships and 
those understandings so you are not 
caught unawares of those large projects 
is fi rst and foremost,” says MBI Director 
Judith Dumont. 

The Broadband Institute also helps 
cities and towns prepare their policies 
when there are opportunities to coordi-
nate broadband deployment as it comes 
through the town. “If we have 45 towns 
to run broadband through,” says Dumont, 
“and they had to start fl atfooted in every 
town, effi  cient coordination isn’t going 
to happen.”  G
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Governing for a Rainy Day
Healthy reserve funds allow governments to be careful and smart.

Apple has enough money in its “rainy day fund” to withstand a storm the size of 
Sandy. By this September, the company is projected to have $156 billion in cash on 
hand, an amount essentially equal to its total revenue for all of 2012. No govern-
ment could hold on to that much money. The pressure to spend it or give it back to 
the taxpayers would just be too great. But if a year’s worth of revenue is too much, 
where should a fi scally prudent government draw the line? 

Michigan Gov. Rick Snyder was hit from both sides when the budget he put 
forward earlier this year proposed setting aside $75 million more for the state’s 
reserve fund, bringing it up to $580 million. Conservatives want the money to 
be used to cut taxes. As Scott Hagerstrom, director of the Michigan chapter of 
Americans for Prosperity, put it to the Detroit Free Press, “If you have $500 million 
sitting there in a bank account, why are you asking citizens to pay more taxes?” 
Meanwhile, liberals want the money spent to help struggling families. “For lots 
of families, it is raining right now,” says Gilda Jacobs, president and CEO of the 
Michigan League for Public Policy.

Both sides are wrong. Citizens, struggling or otherwise, are better served when 
their governments are smart with their money. Governments are diffi  cult to turn 
around quickly, and when hard times come, the demand for services increases. A 
solid reserve fund gives a government time to make careful and smart adjustments 
to economic downturns without resorting to slash-and-burn cuts that will inter-
rupt service delivery to citizens, especially the most vulnerable, and cause serious 
damage to the jurisdiction’s overall fi scal health. One of the lessons of the Great 
Recession is that the purpose of a reserve fund is to serve as a bridge to ensure 
cash fl ow and service continuity.

What a reserve fund is not is a means to avoid tough choices. As soon as eco-
nomic realities begin to change—not after the bottom has fallen out—a government 
needs to begin adjusting its expenditures. The long-term damage infl icted by the 
recession was far greater for governments that burned through their cash, wishing 
and hoping that circumstances would change, than for those that took immediate 
action at the earliest signs of trouble and that had reserve funds large enough to 
carry them until their actions began to produce results.

How large? The Government Finance Offi  cers Association recommends that “at a 
minimum” governments have reserve funds equal to at least two months of general-
fund operating revenue. By that measure, Michigan would need $1.55 billion in its rainy 
day fund, so Snyder can hardly be accused of taking fi scal prudence to an extreme.

But prudence is certainly something we need plenty of, now more than ever. We 
have entered the fi scal equivalent of climate change. As the State Budget Crisis Task 
Force made clear, state tax revenue has become increasingly volatile as the tax base 
has narrowed and reliance on the most economically sensitive revenues has increased.

We will see more bubbles and crashes, of course, and each is a dangerous threat 
to basic government service delivery. Superstorm Sandy seems to have been a 
wake-up call for a lot of public offi  cials. The recession should have been one as well. 
Now is the time to be smart with the money by building up our rainy day funds. G
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SPONSORS: 

FutureStructure is
about what we build,
how we build it and
how everything we
build connects with
everything else.
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The American Journal of Pediatrics reports that play is fundamen-

tally critical to the development of children. Playful City USA, 

sponsored by the Humana Foundation, is a national program from 

non-profi t KaBOOM! that celebrates and promotes cities with local 

policies and programs that increase play opportunities for children. 

Is your community among these 217 cities? If not, it should be. 

Learn more at kaboom.org/playfulcityusa.

CITIES INVESTING 
IN CHILDREN 
THROUGH PLAY

ALABAMA 
Birmingham
Dothan
Huntsville

ARIZONA
Buckeye
Casa Grande
Chandler
Coolidge
Fountain Hills
Gilbert
Maricopa
Mesa
Oro Valley
Tempe
Tucson
Yuma

ARKANSAS
Springdale

CALIFORNIA
Azusa
Baldwin Park
Brentwood
Brisbane
Carson
Cerritos
Encinitas
Fairfax
Glendora
Kerman
La Mesa
Lakewood
Live Oak
Pico Rivera
Rancho Cucamonga
Redwood City
Riverside
Roseville
San Bernardino
San Francisco
Santa Fe Springs
Santee
Temecula
Three Rivers
West Covina
Whittier

COLORADO 
Broomfi eld
Commerce City
Evans
Northglenn
Thornton

CONNECTICUT
Coventry
Meriden

FLORIDA
Cocoa
Coconut Creek
Coral Gables
Doral
Fort Lauderdale
Fort Myers
Hallandale Beach
Kissimmee
Lake Worth
Lauderhill
Margate
Miami Lakes
New Port Richey
North Miami
North Port
Oakland Park
Oldsmar
Orlando
Ormond Beach
Palm Bay
Palmetto Bay
Parkland
Pinecrest
Rockledge
Safety Harbor
South Miami
Sunrise
Tamarac
Tampa 
West Palm Beach
West Park
Winter Park

Sponsored by

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

Page #

__________Designer __________Creative Dir. 

__________Editorial __________Prepress

__________Other ____________OK to go

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

BLACK
YELLOW

MAGENTA
CYAN



GEORGIA
Albany
Atlanta
Clayton
College Park
East Point
Hampton
Richmond Hill
Riverdale
Savannah

IDAHO
Payette

ILLINOIS
Chicago
Columbia
Dolton
Waterloo
Yorkville

INDIANA
Bloomington
Fishers
Fort Wayne
Franklin

IOWA
Ankeny
Davenport
North Liberty

KANSAS
Derby
Ellsworth
Lawrence
Liberal 
Ottawa
Parsons
Troy

KENTUCKY
Beattyville
Campbellsville
Lexington
Murray
Pikeville
Williamstown

LOUISIANA
Baton Rouge
DeRidder
Hammond 
New Orleans
New Roads

MAINE 
Saco

MARYLAND
Baltimore
Capitol Heights
Forest Heights
Greenbelt
Laurel
Takoma Park

MASSACHUSETTS
Chicopee
Fall River
Greenfi eld
Peabody
Shirley

MICHIGAN
Grand Rapids
Holly

MINNESOTA
Lanesboro
Moorhead
Oak Park Heights
Winona

MISSISSIPPI
Amory
Hernando
Horn Lake
Jackson
Okolona
Senatobia
Starkville

MISSOURI
Ferguson
Independence

MONTANA
Missoula

NEVADA
Henderson

NEW HAMPSHIRE
Pelham
Seabrook

NEW JERSEY
Hamilton

NEW MEXICO
Las Cruces

NEW YORK
Geneva

NORTH CAROLINA
Albemarle
Creedmoor
Durham
Marion
Raleigh
Saluda

NORTH DAKOTA
Bismarck
Fargo
West Fargo

OHIO
Columbus
Moraine
Piqua

OKLAHOMA
Yukon

PENNSYLVANIA
Allentown
Bethlehem
Factoryville
Indiana
McKeesport
Pittsburgh
Reading
York

RHODE ISLAND
Providence

SOUTH CAROLINA
Camden
Greenville
Marion
North Charleston
Rock Hill
Spartanburg

SOUTH DAKOTA
Pierre

TENNESSEE
Etowah
Mt. Juliet
Oak Ridge
Sweetwater

TEXAS
Alamo
Alvin
Arlington
Austin
Balch Springs
Brownsville
China Spring
Grand Prairie
Killeen
McAllen
Mesquite
Navasota
Rowlett
San Antonio
The Colony

VIRGINIA
Danville
Hopewell
Norfolk

WASHINGTON
Auburn
Kenmore
Mercer Island
Parkland

WEST VIRGINIA
Keyser
Shinnston

WISCONSIN
Milton
Milwaukee
Strum
Bellevue

WYOMING
Laramie

Follow Playful City USA

Congratulations 2013 Playful City USA Communities
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By Steve Towns

When Sandy Hit
New Jersey’s CIO recounts how the Garden State weathered the storm. 

Problem Solver | TECH TALK

ing after upgrading electrical power at one 
of the state’s primary data centers about a 
year before Sandy hit. The project doubled 
the facility’s electrical capacity, which 
involved cutting power to hundreds of 
core applications running on state servers 
and then turning them all back on again. 
Plans developed for that project and the 
experience gained from it proved valuable 
as the state prepared for Sandy’s assault. 
“We learned a lot about vulnerabilities,” 
Emanuel says. “And a lot of our people 
participated in that exercise, so they knew 
their roles and responsibilities.”

One fi nal takeaway is that assistance 
may come from unexpected places. The 
state’s IT vendors were extremely helpful 
during the storm and recovery, he says. So 
much so that he’s comparing notes with 

O
ver the years, the CIO’s role 
has been stretched and shaped 
in all sorts of directions–tech 
geek, change agent, business 

analyst, consultant, chief collaborator and 
so on. But one fundamental job require-
ment that has never changed is the need 
to ensure that critical systems don’t miss a 
beat. In the business, it’s known as “keep-
ing the lights on.”

For New Jersey CIO E. Steven Eman-
uel, the biggest test he’s faced in that 
regard came last October when Super-
storm Sandy hit the East Coast. The 
storm—packing winds near 100 mph—
wiped out power to more than 8.5 mil-
lion people and was particularly tough on 
communications networks. At one point, 
Sandy knocked out 25 percent of the cell-
phone towers in an area spread across 10 
states, according to the Federal Commu-
nications Commission.

But by and large, important com-
puter systems and networks operated by 
the state—including a new public safety 
mobile radio system—withstood the storm. 
Emanuel says that’s due to a little bit of 
luck and a lot of preparation.

One of the state’s smartest moves was 
anticipating potential power interruptions 
and ensuring that emergency generators 
had enough fuel to ride out the storm. 
Generator fuel tanks were refi lled every 24 
hours, thanks to an arrangement between 
the New Jersey Department of Transpor-
tation and the state’s Offi  ce of Informa-
tion Technology. “We had all of our diesel 
generators running at all of our facilities 
throughout the event,” Emanuel says.

And they realized that normal com-
munication methods like work cell-
phones and email addresses might not 
work, so they gathered personal contact 
information for essential personnel.

Emanuel and his staff  also had a pretty 
good idea where weak links might be hid-

them to see what the state can learn from 
their emergency tactics. 

Numerous state CIOs off ered help, too. 
Emanuel sees a great opportunity for state 
CIOs to help disaster-stricken colleagues by 
coordinating communications with suppli-
ers and performing other types of legwork. 
With the storm behind him, he is thinking 
about how CIOs can lend a hand or share 
useful applications during emergency 
response and recovery. “It’s all about lessons 
learned—what can we share with each other 
so that we know what we’re going to run into 
and what we can do for each other,” he says. 

Sharing those lessons might make it a 
little easier to keep the lights on next time 
a storm hits.   G
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Mobile charging stations were set up to help the more than 8.5 million people 

who lost power during Superstorm Sandy.
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Heading to
the cloud?
We know the terrain.
Our built-for-government CGI Advantage® ERP  
solution is available to state and local governments  
as a comprehensive service from CGI’s secure and  
robust private cloud environment.

We deliver the economies of scale, predictability  
and flexibility to help governments reduce  
costs, increase agility and transform their  
ERP programs.

cgi.com/cgiadvantage Experience the commitment®
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By Penelope Lemov

A
fter last year’s mass shootings 
in Aurora, Colo., and New-
town, Conn., several state and 
local offi  cials sat down and 

took a good look at their pension port-
folios. Was it responsible, they asked, for 
the public to support gun manufacturers, 
especially when guns were being used to 
cause so much violence? 

For state offi  cials in California and New 
York and mayors in Chicago and Philadel-
phia, the answer was no. They, along with 
other cities and states, have announced 
plans to purge their portfolios of fi rearm 
companies. It’s called social investing—or 
disinvesting—and it has a long history. 

When there was an outcry against 
apartheid in the 1980s, a number of public 
pension plans dumped the stock of compa-
nies doing business in South Africa. Several 
cities divested from companies involved 
with the Sudan after reports of genocide in 
Darfur. More recently, a number of pension 
plans have refused to invest in companies 
that deal in tobacco or alcohol. 

Social investing taps into highly emo-
tional issues, and tries to turn that emotion

into action. In Chicago, Mayor Rahm 
Emanuel has been agitating for the city’s 
fi ve pension funds to divest from fi rearm 
manufacturers, saying, “We cannot support 
or invest in companies that profi t from the 
proliferation of assault weapons and the vio-
lence these guns bring to our communities.” 

For New York City Public Advocate 
Bill de Blasio, a trustee for the city’s $43.3 

billion employee retirement system, “it’s a 
bad investment to put money behind com-
panies that put military-grade weapons on 
our streets and refuse to take responsibility 
for the outcome,” as he told the Associated 
Press. “We should not be giving capital to an 
industry that is responsible for the deaths of 
thousands of Americans each year.”

But is social investing fi scally respon-
sible? Research suggests that funds that 
screen out companies based on social 
values tend to perform just as well as 
unscreened portfolios. At the same time, 
some individual funds’ returns have been 
harmed by value-screening. 

Alicia Munnell, director of the Center 
for Retirement Research at Boston College, 
is an outspoken critic of social investing. 

After years of social investment decisions 
in regard to South Africa, the Sudan and 
other countries and causes, Munnell sees 
fi scal peril in forcing portfolio manag-
ers to add non-monetary considerations 
to investment decisions. “Introducing 
another dimension creates a risk that port-
folio managers will take their eyes off  the 
prize of maximum returns and undermine 
investment performance.”

As she sees it, the people making the 
social investment decisions are not the 
people who will bear the burden if any-
thing goes wrong. “If divestiture produces 
losses either through higher administrative 
costs or lower returns,” she says, “tomor-
row’s taxpayers will have to ante up or 
future retirees will receive lower benefi ts.”

Private pension plans, which are 
governed by the Employee Retirement 
Income Security Act, are prohibited from 
social investing. Munnell believes public 
plans should follow suit. Not that there 
isn’t room for other groups to do social 
investing. “If rich people want to adjust 
their own portfolios, that is perfectly rea-
sonable,” she says. “But for public plans to 
do it is not.” 

Social investment advocates argue 
they have a moral responsibility to soci-
ety. As Chicago Alderman Will Burns put 
it earlier this year, “The damage caused 
by these weapons is far greater than any 
return on investment.”

It’s a strong argument, and one that 
Munnell says makes her position “not 
a pleasant one.” When the genocides 
in Darfur were occurring and pension 
plans were talking of disinvesting, Mun-
nell disagreed vocally with that policy. “I 
sounded pro-genocide. Now I sound anti-
gun control. I’m neither. I just don’t think 
social investing is eff ective. It can harm 
the performance of public plans.”  G

Email plemov@governing.com

The Divestment Debate
Social investing says a lot about a city’s heart and soul. But should pensions do it?
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To put our Government Services experience to work for you, call us today.

You want a bank with a history of government experience.
Tighter budgets and shrinking revenues are issues facing government agencies. That’s why you want a financial partner with 

in-depth government banking experience. Union Bank® has a team of government specialists who can show you ways to streamline 

your operations and reduce fraud through a suite of customized treasury management services. By engaging the experience of our 

subsidiary partners, they can assist you with trust and financing services. And UnionBanc Investment Services, our brokerage 

subsidiary, can help with your investment needs.1 For nearly 150 years, Union Bank has helped public servants like you understand 

the complexities of banking for the government sector. That’s the strength of a bank that puts the public’s best interests first.

unionbank.com
©2013 Union Bank, N.A.  All rights reserved.

Government Services:

Jim Moore 
Senior Vice President 
& Industry Manager 
800-833-4758

Jonathan Carlysle, CTP 
Senior Vice President 
415-705-7360

Financing subject to credit and collateral approval. Other restrictions may apply. Terms and conditions subject to change.
1Investments available through UnionBanc Investment Services LLC, a registered broker-dealer, investment advisor, member FINRA/SIPC, and subsidiary of Union Bank, N.A.: Are 
NOT insured by the FDIC or by any other federal government agency • Are NOT Bank deposits • Are NOT guaranteed by the Bank or any Bank Affiliate • Are subject to investment risks,
including the possible loss of principal.

Financing Alternatives:

Kenneth E. Huff 

Senior Vice President 
800-833-4758
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Last Look

If ya gotta go, ya gotta go. At any time, day or night, 
Portland, Ore., residents can relieve themselves at one of 
the six public restrooms that have been erected across 
the city. The Portland Loos, which are about the size of 
a parking space, are cleaned twice a day. Unlike some 
of their less-than-sparkling counterparts in other West 
Coast cities, people seem to love the Portland facilities; 
one of the WCs even has its own Facebook fan page. 
Portland has begun selling its designs to other interested 
cities, lest all that revenue and goodwill get fl ushed 
down the, well, you know.    —Dylan Scott 

© CITY OF PORTLAND

governing.com/lastlook
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THE WORLD IS OUR HOME
YOU ARE OUR GUEST

Look forward to the sort of relaxed, deep sleep in the air you’d usually only expect on 
the ground. We guarantee fully-fl at beds with direct aisle access in Pearl Business Class 
on all long-haul fl ights. When you fl y Diamond First Class, retire behind the doors of a 
private suite, in a luxurious leather 6’8” bed with a turndown service. Why do we go to 
such lengths? Because you are our guest.
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 Turning virtual into real 
and skeptics into believers.
Siemens answers are helping leading companies explore new places in new ways.

The engineers at SpaceX knew that successfully 
launching a rocket was contingent on millions 
of things going right. Just a single error could 
impact the entire mission to the International 
Space Station. To help solve this challenge, 
they turned to Siemens industry software. This 
played a critical role in enabling the SpaceX 

team to design and test products virtually before 
constructing them physically — optimizing the 
chances of a successful launch.

Today, Siemens is helping business leaders 
across the U.S. transform the way goods are 
manufactured. In industries from automotive to 
pharmaceutical, companies look to Siemens for 
new ways to do more with less, to raise quality 
while lowering costs, and to help factories and 
plants be a bit gentler on our environment. 
And it’s working — a new era in manufacturing 
is beginning to take hold across the country.

Somewhere in America, the people of Siemens 
are creating answers that will last for years 
to come.
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Siemens industry 
software helps 

innovative companies 
increase productivity, 

improve accuracy, and 
signifi cantly reduce costs.

siemens.com/answers
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