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READY?
Resiliency efforts are shaping the
way cities prepare for the worst.
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Paying for
Success
in Health
and Human
Services
With the days of only focusing on the ACA
and health insurance exchanges (mostly)
behind them, HHS agencies are turning
their focus to more innovative, strategic
and proactive initiatives. And even though
health care will always demand a major chunk
of workloads, agencies are now able to give
human services some much-deserved attention.
The 2015 Health and Human Services Special
Report takes a closer look at initiatives like Pay
for Success that attempt to improve outcomes
with strategies that buck the status quo.

Coming in October!
A Special Report on Health
and Human Services
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Costs of Resilience

Staff Writers Liz Farmer, Alan Greenblatt, Chris Kardish,

Daniel C. Vock, J.B. Wogan
Correspondent John Buntin

hen I was running for mayor of Kansas City, Mo.,
in late 2006 and early 2007, we had just learned
that the city was going to have to spend about
$2.6 billion to ﬁx its combined sewer system.
We were spilling billions of gallons of diluted sewage into the
region’s waterways, and the federal government was not going
to let that continue.
Much of local campaigning consists of attending one community forum after another, and the 12 mayoral candidates were, of
course, asked where the city was going to get the money to ﬁx the
sewers. I listened as my competitors ﬁlled their allotted two minutes with visions of creative ﬁnancing or the miracle of federal
funding. When it came my turn, I didn’t need two minutes. I told
the audience that we would get the money “from your wallets.”
The simple fact is that all of
government’s money comes from
the people. And the people have a
lot less money than they once did.
A recent study by the Russell Sage
Foundation, which funds research
into the social sciences, found that
the median net worth of American
households, adjusted for inﬂation,
declined by more than one-third
over the past 10 years, from $87,992
in 2003 to $56,335 in 2013.
But while the wallets of most
Mark Funkhouser, Publisher Americans have gotten thinner, an
entirely new and previously unanticipated cost category has been added to the bills they have to
pay. Climate change is bringing more frequent and more extreme
weather events, and, as Daniel Vock reports in this issue’s cover
feature, city leaders are embracing the idea of resiliency with an
urgency that seems different from the usual handwringing over
deteriorating infrastructure. No one wants to be the mayor who
ignored warnings before a storm, and no one wants a “Katrina
moment,” when he or she is seen as not responding quickly and
effectively after a disaster.
As an indicator of how important this issue is to government,
coverage extends beyond just our magazine this month. Our sister
publications Emergency Management and Government Technology are also delving into resiliency efforts; you can read stories
from all three magazines at governing.com/resiliency. The public
officials in these stories are ﬁnding out that making our communities resilient is going to cost big money. I don’t know how the
collision of declining household prosperity and the costs of resiliency will play out, but I’m sure that sparks are going to ﬂy. And
this isn’t a conﬂict that’s going to be worked out in two minutes
at a candidates’ forum.
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LETTERS

—water, electric, gas, etc.—is to make a
proﬁt. Utilities claiming to want customers to use less [would instead] like nothing
more than to sell as much as they possibly
can at the highest price possible.
—Thornquist on Governing.com

Too Accommodating
Chris Kardish’s July article “Gimme the
Money” on health insurance exchanges
dealt with states’ desire to have more
ﬂexibility in how they spent federal
grants. It led one reader to wonder if the
program was too ﬂexible.

Mutual Beneﬁt
In his July Assessments column
“Rethinking Regionalism,” senior editor
Alan Ehrenhalt examined Cincinnati
Mayor John Cranley’s assertion that cities can no longer afford to annex the suburbs. Instead of giving cities a larger tax
base, Cranley argued, suburban territory gives cities new problems they don’t
need. Many readers felt, however, that
Cranley was failing to account for some
of the beneﬁts of suburban annexation.

Blue Gold, Indeed
Drought-stricken regions of the country,
like Midland, Texas, have been working
to shore up their water supply by buying
up land with large groundwater reserves,
among other things. At the same time,
utilities urging customers to do the right
thing and conserve water are, ironically,
seeing declining revenues. These are just
some of the issues addressed in our July
cover story “What’s the Value of Water?”
The question prompted many readers to
wonder about utilities’ real motives and
their business model.

As the former city manager of Cincinnati for eight years, I took interest in your
July column on Mayor Cranley’s comments. Cincinnati has one huge advantage
that most large U.S. cities do not have: a 2
percent earnings tax. Since it is an earnings
tax as opposed to an income tax, it is levied on every person who works in the city,
including many suburbanites who commute to downtown every workday. When
one considers employers such as Procter &
Gamble, that is a great equalizer for a city
government with a disproportionately
large population under the poverty line
to support. Without that earnings tax, the
mayor might have to take a different view.
—John F. Shirey,
City Manager, Sacramento, Calif.

I am concerned that saving water
comes across as a negative due to the lower
revenues for the water authority. Government is not a business and should not be a
revenue-ﬁrst operation. Recovering costs
is good, but should not be the end-all.
—Prosend on Governing.com
Nowhere does the [author Tom Arrandale] discuss the role and amount of
water used by fracking [in Midland] and
how that is maybe why residents have no
water for drinking. The cheap water that
frackers jacked is now being paid for by
increased rates for distance water. And
what about the impacts after [that distance water underneath the] T Bar Ranch
is drained?
—Michael Keenan on Governing.com

As with many controversial domestic
issues facing our nation—the most prominent being civil rights—the basic question
[today involves] state’s rights. States often
want the option to do things on their own
and in their own way. I understand this
desire, having been director of health
planning for my state many years ago.
However, we are no longer living in the
18th century when the constitution was
written. There are now policy, cost and
technological reasons for centralizing
some functions in D.C., including health
insurance. Obamacare made a mistake in
offering states the option to do their own
exchange. Now that the [U.S. Supreme
Court] has decided that state Medicaid
expansion is optional, it might be a good
time to re-examine the program.
—Jack Bernard
Monticello, Ga.

To have success between cities and
suburbs, there has to be mutual need
and mutual beneﬁt. These elements have
driven successful regional collaborations in my area on crime (which knows
no boundaries), solid waste, 911 services,
water authorities, storm drainage, etc.
—Ron Lee on Governing.com

Governing received
regional honors for
data-driven reporting and government coverage at the annual Azbee
Awards of Excellence. In particular,
we received gold for the microsite
governing.com/data, managed by
Mike Maciag. Given by the American
Society of Business Publication Editors, the Azbee Awards honor editorial, design and digital excellence.

Merging and integrated governance
is about improving the economy beyond
adding an existing tax base.
—Mayraj Fahim
New York City

Ever since we took the “public” out
of “public utility,” the one and only driving force behind the actions of any utility
GOVERNING | Sep t em b er 2 014
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million Americans a year. With Esri® Technology,
you can connect with your entire constituency.
Esri helps you demonstrate accountability, foster
collaboration, and make the effective decisions
that keep your constituents happy.

Learn more at esri.com/government
Copyright © 2011 Esri. All rights reserved.
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CONGRATULATIONS TO THE FIRST
THREE CITIES SELECTED FOR THE

Three cities on a mission
to make life better for
low-income residents,
one innovation at a time.

NASHVILLE

PHILADELPHIA

LOUISVILLE

Follow their work and learn more about the
City Accelerator at www.governing.com/cityaccelerator
A special initiative of:

Presented by:

Supported by:

The City Accelerator is a new initiative to speed the adoption of local government
innovations to improve cities and the lives of their low-income residents.
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Issue Brief

Fraud, Waste and Abuse:
A New Strategy for Fighting a Familiar Threat

Fraud, waste and abuse — controlling these three related areas
has a profound impact on the success of government agencies
and on how their performance is perceived by constituents. Any
missteps risk undermining public trust and damaging the integrity
of otherwise valuable programs, not to mention generating negative
and highly public coverage in the press.
Unfortunately, for a number of reasons, the stakes are getting
higher as illegal activities continue to rack up hundreds of millions
of dollars in damages and lost revenues in governments around
the world.
• In May 2014, charges against 90 medical professionals for
alleged Medicare fraud schemes in states throughout the
U.S. represented approximately $260 million in false billings.1
• In 2013, a large government contractor based in
Connecticut was found liable for more than $473 million
in damages and penalties because of pricing irregularities
that resulted in overpayments of hundreds of millions of
dollars by the government.2
• In early 2014, an international oil company agreed to pay the
state of Massachusetts $4 million to resolve allegations that
it received reimbursement payments from a state fund for
environmental cleanup projects even though the company
received payments from its insurers for the projects.3
• Similar cases of fraud are occurring throughout the
world. Bloomberg News reports that fuel theft and fraud
in Europe are costing governments between 100 million
euros and 1.3 billion euros in annual tax revenues.4

The Critical Nature
of Fraud, Waste and
Abuse in Government
The ability to manage
and analyze fraud, waste
and abuse is critical for
my agency/government
to meet our mission.

46.5
%
Strongly
agree

48.5
%
Agree

2.5%

Neither agree
or disagree

2% .5% Strongly disagree

Disagree

My organization or
department has a deﬁned
strategy to combat fraud,
waste and abuse.

64.5
%
Yes

16.5%No
11.5
%
Planning
7.5%
Don’t know
Source: Governing Institute Fraud, Waste and Abuse Research Survey, 2014

Recent Governing Institute research on the topic ﬁnds that senior-level government
oﬃcials from around the world understand that ending these types of abuses is critical if
they are to meet mission goals. As a result, the overwhelming majority of organizations have
a deﬁned strategy to combat fraud, waste and abuse — but additional data shows these
strategies may not be enough to fully address today’s risks.
This issue brief highlights the latest Governing Institute ﬁndings and outlines steps
agencies should take to reduce fraud, waste and abuse using the latest technologies and
best practices.
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The Biggest Threats
The services provided by regional and local governments around the world are widely varied, and
as a result, so are the opportunities for fraud and related problems, according to the Governing Institute’s
research, which surveyed senior government oﬃcials in North America, Europe, India and Australia.
The most common types of incidents reported by the survey respondents in the last year were:
• Overpayments to private sector companies
• Theft of physical assets
• Internal ﬁnancial theft
• Information theft
• Bribery and corruption
• Tax fraud
• Money laundering
Each of these threats can present serious consequences for agencies that can’t identify incidents
quickly and mitigate the damages. The executives who participated in the survey worry most about
protecting taxpayers’ money — 52 percent of respondents cited this area as their top concern. But other
risks also loom large. Loss of public trust, threats to program integrity and negative press coverage also
keep sizable numbers of public sector executives awake at night, the survey found.
Unfortunately, while the threats and their consequences are numerous, the resources to deal with
them are scarce in most agencies. Forty-eight percent say decreasing budgets are making departments or agencies more susceptible to fraud, with 52 percent saying they’re not investing enough in the
right resources to adequately address fraud prevention and detection. Nearly half of the respondents
say their organizations spend 4 percent or less on combating fraud, waste and abuse. All but a fraction
of the remaining executives spend no more than 10 percent of their budgets in these areas, despite the
millions of dollars in lost revenues at stake when fraud occurs.
While surprising on their own, these statistics uncover a related problem — the lack of visibility into
remediation resources. Almost half of the executives — about 42 percent — don’t even know how much
their organizations are spending to battle fraud and related threats.
Financial constraints aren’t the only problems: increasing workloads being placed on public
sector staﬀs are also making it more diﬃcult to detect or prevent fraud, according to 62 percent of
the executives.
Mitigating damages due to fraud is another area of concern. In many cases, problems are
detected well after the fact, with 38 percent saying it takes an account audit to identify a cost drain
resulting from fraud, waste or abuse of services. The ultimate goal for public sector organizations
is to spot fraud before or as it is happening using predictive or real-time monitoring capabilities,
however, most agencies do not have these in place. Only about 25 percent say detection comes
as a result of automated data analysis or transaction monitoring software.
However, there is encouraging news regarding real-time detection and enforcement eﬀorts: A growing arsenal of fraud-busting technologies and policy best practices are becoming available to agencies,
and there are signs that public sector organizations are ready to invest in these new capabilities. Over
the next two years, 43 percent of executives plan to invest in technology as the primary way to combat
fraud, waste and abuse, while only 13 percent don’t have new technology spending for this area on
their 24-month roadmaps.

Over the next
two years,

43% of executives

plan to invest in
technology as the
primary way to
combat fraud, waste
and abuse.

13

Only
% don’t
have new technology
spending for this area
on their 24-month
roadmaps.

Moving Forward with a New Strategy
Currently, the technologies used to combat fraud, waste and abuse fall into two broad categories:
standard reporting applications and document management and workﬂow systems. With these platforms as a foundation, agency executives are eyeing enhanced capabilities. Topping the list of planned
technologies are fraud detection and monitoring systems, enhanced controls over account activity and
resources for addressing devices identiﬁed as potentially compromised.
But no matter how innovative it is, technology alone isn’t enough to help agencies protect their
ﬁnances, missions and reputations. Stakeholders also must identify problems in the current IT environment, such as those that make inter-departmental data sharing diﬃcult. In addition, agency leaders
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should create policies that enable technology to work eﬀectively. Here are four steps agencies can take
to combine technology and policy enhancements to mitigate fraud, waste and abuse.
Eliminate disparate systems and information silos.
Legacy applications are often not architected to easily communicate with related systems. When
programs for processing claims and payments, for example, run as separate applications, agencies
don’t have a central vantage point for detecting fraud. Rather than undertaking a full-scale rearchitecting of the existing environment — a costly and time-consuming endeavor — progressive
organizations are turning to the cloud and in-memory computing platforms that can easily handle
big data. New options enable agencies to store data from existing workﬂow processes in cloudbased data warehouses where associated business intelligence tools can instantly spot anomalies
that may reveal fraud, waste or abuse.
Implement access control software that supports the automation of internal processes.
Key ways to prevent fraud, especially incidents involving ﬁnancial or information thefts by insiders,
are to ﬁrst segregate job functions and then limit access to sensitive information and applications to
only the resources individuals need to perform their duties. Sophisticated access control software
gives IT managers these multifaceted capabilities. The best software enables managers to quickly provision new users, set periodic user and role certiﬁcations, and update rules for accessing information
as roles change. As a result, agencies can closely manage security without impairing productivity.
Use process control software to automate compliance and
perform real-time internal control management.
With strong access control policies and management tools in
place, agencies should opt to use the latest technology to automatically
monitor transactions and identify suspicious activities to stem losses as
quickly as possible. In addition to monitoring, modern process control
software also automates compliance and internal control management
to closely align policy, control and compliance processes.

Fighting Fraud and
Abuse in Australia
Australia’s Department of Human Services supports the
country’s citizens with a broad array of social, health and
welfare services. In total, the agency distributes more than
$150 billion in beneﬁt payments each year.5 Unfortunately,
fraud diverts millions of taxpayer dollars from these vital
programs annually, costing the Australian government up
to $600 million each year.6
To combat fraud, the department employs more than
500 case oﬃcers who conduct investigations across the
country. These inquiries result in prosecutions that recover
some $130 million annually — money that can be provided to
citizens with legitimate claims.
Showing the importance of a single, integrated system
for fraud management, the department uses automated
processes to boost productivity and drive faster case
processing — reducing the cycle time from case creation
to prosecution referral and maintaining full compliance
with Australian government standards. The single repository
for all information helps ensure data integrity, provides
greater protection for the chain of evidence and contributes
to better case quality.
The agency expects this will increase the percentage of
referrals that ultimately result in prosecution.

Employ predictive analytics and fraud management solutions
for real-time detection and action.
A new generation of analytics technology can not only alert
managers to fraud, but uncover trends in activities that may highlight
potential problem areas in the future. This technology, coupled with
in-memory computing, capitalizes on the value of big data — the high
volumes of structured information found in traditional databases and
unstructured information contained in text ﬁles, emails, videos, graphics
and other formats. Agency managers can use sophisticated analytics
to ask questions relevant to their roles and uncover new patterns that
turn high volumes of raw data into valuable information.
For example, tax evasion had been a pervasive problem for
Brazil’s São Paulo State Treasury Department. The government
estimated the Brazilian economy had been losing approximately $50
billion in revenues each year. But new analytical tools are now able to
highlight taxpayer behavioral patterns to proactively prevent tax evasion.7 The result: The department has detected millions of dollars in
tax inconsistencies.
The analytical platform consists of a data warehouse for economic,
ﬁscal and collection information on more than 800,000 companies,
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as well as information on 13 million vehicles — amounting to 650 gigabytes of data. Modern storage
technology enables fast response times for queries and analysis to help treasury personnel quickly
gather the information needed to reduce fraud and waste. Previously, the system generated individual
reports by company, and there was no means to cross and analyze data. This lack of reference data
resulted in punitive actions instead of preventive measures, according to treasury oﬃcials.
These predictive analytics are especially powerful when combined with in-memory database technology, which brings large sets of information into high-speed memory embedded within a database. This
option avoids the processing delays common in the usual approach where data is stored outside the
database on hard drives. In-memory databases enable IT administrators to create a single system for
processing transactions, performing analyses and then running reports based on the ﬁndings. In-memory
databases unify data from across various agency processes for a more accurate, central view of activities.
In addition, the most eﬀective analytics technologies oﬀer visualization tools that eliminate the
need to sift through raw data for ﬁndings, and instead oﬀer easy-to-understand graphs and charts
that help make sense of big data. This democratization of data makes detailed analyses readily available to department heads, services staﬀ and the general public, rather than only to highly
trained statisticians in agencies.
This was especially true in the city of Boston, which is more eﬀectively managing the activities of its
public works department thanks to an analytics solution. Sensitive to the safety risks, property damages
and annoyances caused by potholes, the city launched an innovative smartphone app designed to
quickly identify new potholes. Once drivers load the app, it records data about road conditions as each
car drives around the city. At regular intervals, the mobile app sends raw data to a central database to
indicate rough spots that possibly point to potholes.
Thanks to sophisticated analytics, the data revealed surprising results: potholes weren’t the biggest
problem for drivers. In reality, a bigger threat was manhole covers that projected too high above the
pavement, which ruined tires and possibly led to accidents. The insight helped the city direct limited
resources to where they could be most eﬀective, rather than wasting money on problems that had less
impact on road conditions.

The Way Forward
The need is clear and ﬁghting fraud, waste and abuse is a top priority in the public sector. But at a
time of tight budgets and greater public scrutiny of government operations, the pressure has never been
greater to combat these threats. Fortunately, armed with the latest technology, agencies can take properly
planned steps to implement new policies and develop a sound strategy to overcome common obstacles.

Endnotes
1.
2.
3.
4.
5.
6.
7.

www.hhs.gov/news/press/2014pres/05/20140513b.html
www.justice.gov/opa/pr/2013/June/13-civ-696.html
Ibid.
www.bloomberg.com/news/2013-08-26/fuel-smugglers-costing-europe-more-than-4-billion-in-lost-taxes.html
http://publicsector.sap-epublisher.com/publicsector-fraud/solutions/20225_BTS_Dept_HR_en.pdf
www.sybase.com/detail?id=1033837
Ibid.

Underwritten by:
SAP is at the center of today’s technology revolution, developing innovations that not only help government run like
never before, but also improve the lives of people everywhere. As the market leader in enterprise application software,
we help public sector organizations of all sizes run better. SAP empowers people and organizations to work together
more efficiently and use business insight more effectively to improve performance and improve citizens lives. SAP
applications and services enable more than 253,500 customers to operate successfully, adapt continuously.
Visit sap.com for more information.

© 2014 e.Republic. All rights reserved.

__________Designer __________CreativeDir.
100 Blue Ravine Road
Folsom, CA 95630
916-932-1300
5

25

50

75

BLACK

95 100

__________Editorial __________Prepress
5

25

50

75

95 100

YELLOW

5

25

50

75

95 100

5

25

50

75

MAGENTA
CYAN

95 100

Page #

__________Other ____________OK to go

SHUTTERSTOCK.COM

New Life for Cap and Trade
EARLIER THIS YEAR, mayors from across
the country renewed a pledge to reduce
carbon dioxide emissions, building on the
10th anniversary of a national movement
that brought new bike lanes, solar panels and
entire ﬂeets of hybrid government vehicles to
cities. But the mayors made one signiﬁcant
change to their platform: They scrapped the
idea of lobbying Congress for a national
cap-and-trade program.
The mayors’ action conﬁrmed what
Washington observers have known for
years. That is, the notion of a nationwide
cap-and-trade system is dead in the water
these days. Conservatives viliﬁed the idea
as a job killer in the 2010 midterms, and a
national program—which would create a
regulated marketplace where companies
that emit less carbon dioxide can sell permits to others that pollute more—has no
hope of passing in the current Congress.
Cap and trade may be dead on Capitol
Hill, but there could be a new impetus for
such programs at the state or regional level.

Thanks to newly proposed regulations from
the Environmental Protection Agency (EPA),
power plants in every state may be required
to make dramatic cuts in carbon emissions
by 2030. That could make state or regional
cap-and-trade markets more attractive.
States that already have a program in
place should have an easier time meeting
the EPA’s targets. In the Mid-Atlantic and the
Northeast, the multistate Regional Greenhouse Gas Initiative (RGGI) has cut carbon
emissions by at least 29 percent since
2009 while generating more than $1 billion
in net economic beneﬁts, according to a
report by Environment Northeast, a nonproﬁt
focused on addressing climate change.
California also has its own cap-and-trade
program. It has signed soft agreements with
both Oregon and Washington to explore
ways of cutting carbon emissions through
market-based solutions, which might ultimately result in a Western version of RGGI.
(Unlike RGGI, California’s system recently
expanded to include carbon emissions

from vehicles. Since the new EPA regs only
recognize reductions in power plant emissions, that could make it harder for California
to meet the agency’s ambitious targets.)
New Jersey is another state where tighter
EPA restrictions could result in a cap-andtrade approach. The state once was a member of RGGI but left in 2011. The legislature
has twice passed resolutions to rejoin the
regional group, but so far Gov. Chris Christie
has blocked any further action with a veto.
Cap and trade isn’t the only way states
could meet the EPA targets. They could
expand their renewable energy portfolios,
replace coal with natural gas or initiate
carbon pricing. “You could see a range of
options emerging,” says Peter Shattuck, who
studied RGGI for Environment Northeast.
But cap and trade has one advantage that
other approaches do not: administrative
simplicity. The RGGI model can be duplicated quickly and cheaply, Shattuck says,
and that might be hard for states to resist.
—J.B. Wogan
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Ground Zero for the Partisan Divide
THE MOST POLITICALLY polarized place
in the U.S. might not be in Washington,
D.C., or the halls of Congress, but
in Milwaukee. It’s already the most
segregated city in the country in
terms of race and poverty—more
than Atlanta, Chicago, Detroit or Los
Angeles. Now, it’s become one of the
most politically divided places as well.
Americans in general have
become more partisan in recent
years. But the Milwaukee schism is
larger than in other places, and it’s
getting bigger. As the Milwaukee
Journal Sentinel recently reported,
metro Milwaukee has grown more
politically segregated in almost every
election since Nixon. Metropolitan
Milwaukee, according to the paper, has

become “the most polarized part of a
polarized state in a polarized nation.”
The area’s been politically divided
for years, with urban Milwaukee
County voters favoring Democrats,
while suburban Waukesha, Ozaukee
and Washington counties primarily
support Republican candidates. But
the red-and-blue divide has grown
starker in recent elections. According
to Journal Sentinel analysis, only one
in eight metro Milwaukee voters lived
in a neighborhood decided by single
digits in the 2012 presidential contest.
Meanwhile, nearly six in 10 lived in a
neighborhood decided by 30 points or
more. Unlike in many other large metros,
where voting patterns are a purple
patchwork of neighborhoods and tracts,

70+% DEM.

60-69% DEM.

50-59% DEM.

50-59% GOP

60-69% GOP

70+% GOP

MILWAUKEE JOURNAL SENTINEL

The Milwaukee
metro area
has become
one of the
most politically
divided places
in the nation.

Milwaukee comprises huge monolithic
blocs of deep blue (the central city)
or deep red (everywhere else).
Most of this has to do with race.
Milwaukee has long been one of the
most racially divided cities in the nation.
The present political polarization, says
Milwaukee native and Boston University
professor of political science Katherine
Levine Einstein, “is almost entirely
driven by racial segregation.” Like many
other cities, many of Milwaukee’s white
residents decamped to the suburbs in
the 1950s and 1960s. But, as the Journal
Sentinel points out, Milwaukee “hasn’t
experienced a far more recent trend—
the movement of blacks and Latinos
into the suburbs—that’s changing the
metropolitan landscape and making the
suburbs of some large metros, such as
Chicago and Detroit, more Democratic.”
The racial divide is reﬂected in a host
of other measures in Milwaukee, from
education to poverty to marriage rates.
The polarization in Milwaukee has
fueled increased political participation
and voter turnout. Suburban Ozaukee
County, for example, had the nation’s
highest turnout of voting-age
citizens among counties with more
than 50,000 residents in the 2012
presidential election, at 84 percent.
Milwaukee County had one of the
highest turnouts among large urban
counties, at 74 percent. “The fact that
it’s a competitive environment,” says
Barry Burden, a professor of political
science at the University of WisconsinMadison, “actually brings people out
for regional and state elections.”
But greater citizen engagement
hasn’t necessarily made Milwaukee
any easier to govern. “High levels of
participation might not be good if
people being elected have no incentive
to compromise because they are being
elected by a homogenous population
of people,” says University of Notre
Dame political science professor
David Campbell. In fact, the polarized
electorate makes it that much more
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THE BREAKDOWN

alter the way citizens organize politically. Brigade acquired Causes.com and
Votizen in June, two websites that also
seek to boost civic engagement.
State and local elections will be a
primary focus for the venture, says Brigade president James Windon, formerly of
Causes.com. “What we want to do is help
people understand how signiﬁcant state
and local ofﬁces are,” Windon says. “A
lot of people don’t know what the ofﬁces
are or what they do. Even if they know
what they are, they don’t know who the
candidates are or what they stand for.”
Governments have been trying to
tap technology to increase engagement
for a few years now. Cities from Phoenix
to Cincinnati have utilized apps such as
Nextdoor and MindMixer to help solicit
ideas and feedback from citizens. Whether
Brigade will be a game-changer remains
to be seen. The platform itself won’t
launch until early next year. Still, Windon
says social networks like Brigade are well
positioned to drive citizen engagement.
“Many elections are decided by very small
margins. Mobilizing 100 or 200 people
to do something is exactly the thing that
those networks are good at doing.”
Windon adds that the goal isn’t just
about higher voter turnout on election
day. “The fact that people only pay attention every four years is the essence
of the problem. We hope to approach
politics in a more routinized way.”

—Kevin Tidmarsh

THE CIVIC
NETWORK
FIFTEEN YEARS AGO, Sean Parker revolutionized music sharing with Napster; ﬁve
years later he upended social networking as
the ﬁrst president of Facebook. Now Parker
wants to change the way Americans think
about civic engagement.
With Brigade Media, a startup launched
earlier this year, Parker and other Silicon
Valley backers want to create a network
focused on citizen engagement and political life. Brigade is still under development,
but its developers hope to fundamentally

—Kevin Tidmarsh

1in3

Americans with past-due debt that’s
been turned over to a collection
agency, according to a new study
published by the Urban Institute.

15%

Proportion of voting-age residents
who cast ballots in the 25 states that
held primaries in thee ﬁrst six
months of this year. Inn 15 of
those states, turnout was
the lowest ever.

146

Number of U.S. counties that account
for half of the country’s 316 million
people. The rest of the population is
distributed across the remaining
2,998 counties.

Sean Parker,
formerly of
Facebook and
Napster, wants
to change citizen
engagement.

5

x
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Increase from 1970 to 2010
in the number of reported natural
disasters around the globe, according
to a recent report released by the
United Nations.
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difficult for any sort of cooperation
or coordination on regional issues,
such as transit. It’s not impossible,
though. Albuquerque, for instance,
developed a regional transport system,
despite a similar urban-suburban
geographic and ideological divide.
Still, Milwaukee’s deeply
entrenched divides make it hard to
reach consensus. “It’s ironic,” says
Campbell. “Political conﬂict isn’t
the problem. When the conﬂict
is so sharply divided along other
lines, then that just makes it really
hard for people to have an incentive
to ﬁnd common ground.”
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States Confront Forced Sterilization
FORCED STERILIZATION by the
government sounds like a ghastly
practice that ought to be safely
locked away in the distant past.
But for some states, it’s an issue
that’s very much in the present.
Take California. When the state
formally apologized in 2003 for its
history of forcing sterilization on
prisoners and the mentally ill, most
people thought the practice had died
out. But this past June, a state auditor’s
report found that 39 female inmates
had received tubal ligations without
lawful consent between 2005 and 2013.
California prison regulations
already forbid forced tubal ligations,
vasectomies and any other procedure
that isn’t medically necessary. A bill
submitted months before the audit
expressly bans the practice, requires a
second physician to evaluate whether
sterilization is necessary, strengthens
patient counseling about the procedure
and toughens reporting requirements
from prison medical facilities. The
bill’s lead sponsor, state Sen. Hannah-

Beth Jackson, says the measure is
unequivocally clear. “We’ve spelled it out
in no uncertain terms.” Some, however,
say even that legislation wouldn’t do
enough to right California’s wrongs.
Involuntary sterilization gained
traction in the U.S. in the early 1900s,
along with the eugenics movement.
Eventually 33 states had sterilization
laws on the books before a wave of
repeals beginning in the 1970s. It’s
estimated that California sterilized
20,000 people from 1909 to 1963,
accounting for about a third of all
procedures performed in the U.S.
Another state with one of the nation’s
highest sterilization numbers was
North Carolina, which in 2013 became
the ﬁrst to provide reparations.
The state set aside $10 million for
claims from its estimated 1,800
still-living sterilization victims.
Critics are wondering why California
can’t do the same. “I think what North
Carolina did by stepping up and making
dollars available to compensate men
and women who were sterilized—that’s

“

a good model,” says Areva Martin, a
California civil rights attorney. A 2013
Santa Clara Law Review paper estimated
that some 500 people sterilized in
California were still alive in 2012.
Providing reparations costs money,
of course, and tracking down victims
can be a challenge. North Carolina’s
effort took more than a decade and
was mostly due to the persistence
of one lawmaker who rarely let a
session go by without a push and
lots of media coverage of living
victims. In Virginia, the state with the
second-highest sterilization count,
a bipartisan reparations bill failed to
make it out of committee last year.
But it could become politically
feasible if citizens decide it’s an
issue worth focusing on, says Paul
Lombardo, a eugenics scholar and law
professor at Georgia State University.
“Politicians are politicians,” he says.
“Regardless of what party they’re in,
when they realize there’s a sentiment
out there, they do something.”
—Chris Kardish

I PERSONALLY
THINK WE SHOULD
GO TO THE GUILLOTINE,
BUT SHOOTING IS PROBABLY
THE RIGHT WAY TO GO.

”

—U.S. 9th Circuit Court Chief Judge Alex Kozinski, talking to a reporter about his ruling
in July in which he called for making capital punishment more visible. “[E]xecutions are, in
fact, brutal, savage events,” Kozinski wrote in his dissent of an Arizona death penalty case,
“and nothing the state tries to do can mask that reality. Nor should we.”
SOURCE: LOS ANGELES TIMES; IMAGE: SHUTTERSTOCK.COM
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Politics + Policy

| ASSESSMENTS
By Alan Ehrenhalt

Opting Out
The pressures of higher ofﬁce are turning many away from state service.
n the surface, there’s nothing
unusual about Mary Liz Holberg’s decision to retire from
the Minnesota House after
16 years of service. Sixteen years is a long
time in any legislative body, and Holberg’s
Republicans are in the minority in the
House—and likely to stay there for now.
What’s interesting is Holberg’s choice
of a career move. She is running to be a
commissioner in her home county of
Dakota, located on the southern outskirts
of metropolitan Minneapolis. If she wins,
she will join another former legislator,
Republican Chris Gerlach, who left the
state Senate to become a Dakota County
commissioner in 2013.
Dakota County is a nice place, but its
local government is not the only one in
Minnesota that has attracted the attention of state legislators. Some excellent
research by Patrick Condon of the Minneapolis Star Tribune recently turned up ﬁve
legislators or former legislators in Minnesota who are running for county office this
year. That’s in addition to several others
who have made the move successfully in
the recent past.
For some of them, the explanation lies
no further than the difference between
a legislative paycheck and a county paycheck. As a state representative serving
in a body that can meet close to full time
for almost half the year, Holberg earns a
base salary of about $31,000. If she makes
it onto the Dakota board, she will receive
more than $70,000 a year.
Only 15 of Minnesota’s 87 counties pay
commissioners more than state legislators make, but a few of these, especially
in the Minneapolis-St. Paul area, pay lots
more. The champion, as Condon reports,
is Hennepin County, which contains the
city of Minneapolis itself. Commissioners in Hennepin make close to $100,000
a year. Four of the seven commissioners

O

APIMAGES.COM

Five current or
former Minnesota
legislators are
running for county
ofﬁce this year.

currently serving there left the legislature
to move into their present line of work.
If you’re wondering whether this ﬂight
to the counties is likely to ripen into a
national trend, the answer is almost certainly not. The ﬁnancial incentive doesn’t
exist. County governments that pay more
than legislatures are rare virtually everywhere. Minnesota is an anomaly, and even
then it’s one conﬁned to just a small part
of the state. But it’s an anomaly that provokes some interesting questions about
incentives and status in political institutions all over the country.
The truth is that the makeup of any
state legislature has always been less a
function of voter demand than of the costs
and incentives that lead some people to
seek the office and others to stay away.
For many states in America in the 20th
century, serving in a legislature offered a
slice of political power and a concentrated
few weeks of social networking, usually
in a state capital relatively far from home.
Money wasn’t an incentive because the
job hardly paid anything. But time wasn’t
much of a disincentive because the sessions frequently were over by springtime.
As a result, the job attracted local
civic leaders—lawyers, farmers, insur-

ance brokers—who could afford to spend
concentrated periods away from work
and who took it as an honor that their
fellow citizens desired their services. In
the Northern states, these tended to be
middle-aged, middle-class white Protestant Republicans. In the South, they were
essentially the same people, except that
they were Democrats. The bulk of them
came from small towns and rural areas,
because the districts were gerrymandered—drawn with unequal populations
for rural advantage.
All of that began to change in the 1960s
and even more in the 1970s. One reason
was the end of population gerrymandering, as decreed by the U.S. Supreme Court.
But an even more important reason was
the movement to reform and professionalize legislatures, promoted and largely
ﬁnanced by the Ford Foundation.
Ford believed that state governments
were too antiquated and too secretive to
play the role required of them in a changing
political system. The foundation supported annual legislative sessions,
enhanced staffing and technical capacity,
and far greater transparency in communicating with the public. The reformers
also called for higher salaries to reﬂect
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the new level of responsibility that state
legislators should be taking on.
By 1980, many of the largest states had
essentially bought into the reform model.
Legislatures in California, Illinois, New
York, Pennsylvania and a handful of other
places were meeting through most of the
year, hiring professional staff to manage
much of the workload and ramping up
legislators’ pay signiﬁcantly.
A few states, most of them small ones,
rejected the reform model almost entirely,
continuing to run short sessions with minimal staffing and old-fashioned pay scales.
To this day, senators and representatives
in New Hampshire receive $200 as compensation for two years of service, with no
per diem included.
Left in between were mid-sized states,
Minnesota among them, which chose to
adopt most of the reform recommendations but declined to make corresponding adjustments in their members’ pay. By
the 1980s, most of these states were asking
their members to give up substantial portions of their year to legislative sessions
and post-session business, often making
it difficult for them to hold private-sector
jobs and paying them less than even the
lower ranks of professional workers.
The result was that the old incentive
structure disappeared. Service in a heavyduty, low-paying institution ceased to be
attractive to the Main Street business contingent that had signed up for it in earlier
years. Instead, legislative careers began
to attract a new cohort: the independently wealthy; citizen activists—mostly
women—who were not the breadwinners
in their families; and people engaged in
low-paying professional jobs who could
run without taking a signiﬁcant pay cut.
If the reformed legislature imposed
a ﬁnancial sacriﬁce among its participants in many states, it also offered them
policymaking opportunities that had not
existed in the old days. Most of the new
members elected in the early reform
years of the 1970s and 1980s were selfstarters. They weren’t eased into political service by local power brokers, as
their predecessors had been. When they
arrived in office, most of them wanted to

make a splash right away, and a remarkable number of them did. Minnesota,
Wisconsin and progressive-leaning states
around the country enacted long lists of
legislative initiatives in these years. They
imposed new regulations on corporate
business and dramatically expanded the
social service beneﬁts available to lowerincome citizens. Being a legislator in the
reform years meant accepting a ﬁnancial
squeeze, but for the politically ambitious,
it could be a lot of fun.
But the reform era slowly petered out
in the 1990s. States’ legislative leaders
began reclaiming the inﬂuence that they
had lost over the preceding decades. They
raised leadership PAC funds to recruit
favored candidates in competitive districts, and maintained an inﬂuence over
these new recruits once the legislative
sessions convened. They began showing
less tolerance for the mavericks and individualists who had acquired a substantial
amount of power in the early reform years.
Perhaps even more important, legislative politics started to take on a sharper
partisan cast than had been the case
before. Republicans, who had lagged far
behind Democrats in attracting top quality candidates, became much more effective at generating them. The key event in
this transition was the election of 1994, in
which Republicans at the state level saw
their congressional counterparts sweep
to control over both the U.S. House and
the Senate. Watching what GOP strategist
Newt Gingrich had accomplished with
hard-nosed partisan attack politics in
Washington, Republican legislative leaders in the states began to see the advantages of a less collegial approach. And they
presided over rank-and-ﬁle caucuses that
were perfectly eager to go along.
The simplest way to explain state legislative politics in the last two decades is
to say it has become more like congressional politics. As in Washington, candidates run in districts much more skewed
by party and ideology than in the past,
with incumbents of both parties rewarded
more for catering to activists at the end of
the political spectrum than to seeking out
a middle ground. Legislators vote more

frequently in lockstep agreement with
their party majorities than they used to,
with the opportunities for policy freelancing by individuals few and far between.
And as in Washington, state legislators
develop personal relationships almost
exclusively with colleagues on their own
side of the aisle, with few of the opportunities for off-hours bipartisanship that
were a hallmark of legislative life in the
pre-reform era.
So it shouldn’t be a surprise if signiﬁcant numbers of legislators in heavily
partisan states come to feel that there are
more enjoyable and less stressful ways they
might be spending their time. In Wisconsin, which has seen almost nonstop partisan
rancor since Republicans took full control
four years ago, there has been a remarkable
exodus of senior legislators in the current
election cycle. Milwaukee’s Journal Sentinel
reported recently that when the state’s next
legislative session begins in January, 54 of
the 99 members of the assembly would be
people elected since 2010. As of a couple of
months ago, more than two dozen members of the assembly had announced plans
to retire in 2014.
Maybe that’s unrelated to the unprecedented bitterness of legislative life in
Madison during the past three and a half
years. Personally I don’t think so.
Things haven’t been quite as rough
across the border in Minnesota, but they
haven’t been pleasant, either. In 2011, the
state endured a three-week government
shutdown as a result of a budget dispute
between Democratic Gov. Mark Dayton and the then-Republican legislative
majority. Scars from that affair have been
slow to heal. And with Democrats having
taken full control of the legislature and
governorship, veteran Republicans like
Mary Liz Holberg have been reduced to
mostly gloriﬁed spectator roles.
In a situation like that, a job dealing
with the minutiae of county government
can start to look pretty attractive. And
when the county job brings with it a nice
raise in pay, the opportunity can be too
appealing to resist. G
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Politics + Policy

| POTOMAC CHRONICLE
Peter A. Harkness

Planes, Trains and Automobiles
DAVID KIDD

America’s transportation network is about more than just
congested highways.
recently completed a one-week white water rafting trip down
the Middle Fork of the Salmon River in Idaho, an experience
that was both exhilarating and terrifying. It wasn’t just the Class
IV rapids that held my intense interest, though. It also was my
fellow rafters—16 of them, almost all of whom knew one another.
Unlike most of these expeditions, this one was all amateur, meaning there were no professional guides from some outﬁtter, just
rented rafts, huge coolers, a camp stove and, yes, a port-a-potty.
You brought your own tent and sleeping bag.
I was especially impressed by three fellows—a lawyer, an astrophysicist (or “chaos scientist,” as he called himself ) and a senior
pilot with United Airlines. The three were very capable river
guides who could maneuver the 16-foot rafts down roaring rapids
with great skill; all three were also associated with a consulting
ﬁrm that contracts with NASA to help develop something I only
vaguely knew of called NextGen, a joint multiagency and industry
initiative to overhaul the nation’s air traffic control system.
Launched more than a decade ago, the initiative is ambitious,
complicated and clearly not progressing as planned, in part because
of underfunding and some foot-dragging within the bureaucracy
of the Federal Aviation Administration. But when it is ﬁnally
implemented, we’ll be able to ﬂy more aircraft in congested areas
without endless holding patterns. These “smart” aircraft will know
where they are in relation to every other plane nearby, relying on

sophisticated satellite technology rather than ground-based radar.
The new system should also yield signiﬁcant fuel savings and
emissions reductions.
All of this is to say that America’s transportation infrastructure
is about a lot more than just roads and bridges, though you would
hardly know it from our autocentric political dialogue. About 85
percent of all transportation costs in the U.S. are related to private automobiles, even at a time when the number of miles being
driven has begun to decline. So while we harp on tar, much of
our rail system is badly in need of an overhaul; many of our ports
and harbors, as well as airports, desperately require an upgrade;
and public transit maintenance and replacement needs stand at
$86 billion and growing (at a rate of $2.5 billion each year, absent
a signiﬁcant infusion of funds). This, while public transit usage is
booming with almost 11 billion trips taken last year, the highest
since 1956.
Overall, federal investment in infrastructure as a percentage
of gross domestic product is now less than 2 percent, the lowest
level in almost 75 years and far below that of most other countries.
That’s the backdrop to the typical nuttiness we witnessed in July
as Congress took forever to pass yet another—the 27th—patch to
keep the Highway Trust Fund solvent, postponing any real solution until May of next year when it’s a good bet they will do the
same thing again.
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| POLITICS WATCH
By Louis Jacobson
This has been tough on states and localities and their “Big 7” lobbies in Washington, which have pulled out all the stops
to try to get Congress to do what it was
elected to do. State and local officials are
ﬁnding it hard to plan complicated public
works projects when they can’t depend on
a large part of the funding. In a speech to
the National Press Club in late July, Transportation Secretary Anthony Foxx, former
mayor of Charlotte, N.C., commiserated,
“As a mayor I know how hard it is to get
projects going. You can’t plan or organize.
So these short-term patches are killing
efforts at the state and local level.”
With so many problems, Washington
seems incapable of any meaningful longterm solution. The trust fund’s tax on
gasoline has not been increased in 21 years
and is not adjusted for inﬂation.
But there is reason for hope, because
in the face of this uncertainty at least 28
states have been stepping forward to ﬁnd
their own revenue sources: States have
increased their own retail and wholesale
fuel taxes, implemented tolling, enacted
dedicated sales taxes and put in place
countless other schemes. And at his press
club speech, Foxx made it clear he hoped
states and localities would work with
a new Build America Transportation
Investment Center being established in
his department to assist them in designing
partnerships with the private sector using
existing federal credit programs.
What we may be seeing are shifts
both in responsibility and strategy—from
federal dominance to more state involvement, from reliance on one tax on fuel for
cars to a more complex system of taxes
and tolls, and from funding projects
to ﬁnancing them through bond issuance and private-sector investment. In
the words of transportation expert Ken
Orski, “This is not devolution. This is the
new reality of states acting responsibly
to preserve their transportation assets
and modernize their infrastructure in
the absence of adequate federal ﬁnancial
assistance and a coherent national transportation investment strategy.” G

Headed for the Ballot
Five themes likely to be front and center this fall.
Voters won’t just be choosing candidates this fall. In many states, they’ll also be
voting on a wide variety of ballot measures. While the final lineup of measures is
still being sorted out, five broad themes are emerging. From economic and social
issues to voting and elections to health care and education, here’s a quick guide
to the issues likely to headline the November elections.
The Economy
A handful of unlikely states may be considering minimum wage increases this fall.
Measures on wages and pay are making their way onto ballots in the red states
of Alaska, Arkansas, Nebraska and South Dakota. What’s more, this arguably
blue issue could boost Democratic turnout in two highly competitive U.S. Senate
races in Alaska and Arkansas. “I think we’re seeing the beginning of a broader
conversation about making the economy work for everyone,” says Ben Morris,
a spokesman for the liberal Ballot Initiative Strategy Center.
Social Issues: Pot and Personhood
Fresh off victories in Colorado and Washington, pro-marijuana forces could place
measures to legalize medical marijuana on the ballot in Florida, Nebraska and
Oklahoma. This, while Montana voters may be asked to rescind the state’s current
medical marijuana law. Marijuana advocates may also succeed in getting Alaska
and Oregon to vote on pot decriminalization.
Meanwhile, conservatives are hoping to pass restrictions on abortion in three
states—“personhood” measures in Colorado and North Dakota would give
fetuses the legal rights of people, and constitutional changes in Tennessee would
open the door to restrictions even in the case of rape and incest.
Health Care
Amid the intense focus on Obamacare’s changes to the health insurance market, California voters will decide whether to give that state’s insurance commissioner authority over insurance rates. South Dakotans will consider whether to
set new rules for insurers on listing the health-care providers they contract with.
A separate measure in California would mandate drug testing of doctors.
Voting and Elections
As battles flare across the country over voting rules, two states, Connecticut
and Missouri, may establish early voting. Meanwhile, Montana lawmakers may
eliminate same-day voter registration, which has been law since 2005.
Oregon voters will consider the creation of a “top-two” primary system, in
which the top-two finishers in an all-party primary would advance to the general
election, regardless of party affiliation.
Education
Finally, there are two significant education measures on the ballot: Nevada voters
will consider a 2-percent margin tax on businesses that would enhance funding
for K-12 public schools. And in Oregon, voters will consider whether to use the
state’s bonding capacity to set up a higher education scholarship fund. G
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Politics + Policy

| HEALTH
By Chris Kardish

A Different Take
Arkansas plans to use ‘state innovation’ waivers to do health reform its own way.
t a time when most Republicans are more focused on
dismantling the Affordable Care Act (ACA), Arkansas
Republican state Sen. David Sanders is focused instead
on reshaping the existing law along conservative lines.
Sanders wants to use a provision under the ACA to transform the
entire health-care system in Arkansas.
“There’s a continuum in discussions of health care,” Sanders
says. “On one end, there’s the drive toward a single-payer model.

In other words, blue states, for example, could decide if they’d
like to create a public option for the insurance exchanges that
would otherwise be dominated by private or nonproﬁt players. Massachusetts could decide to use federal money to create
cheaper plans for people who straddle the income line for Medicaid. States such as Maryland or Oregon could use the waiver to
enhance their own efforts to better control spending and provide
more coordinated care.
The waiver, which also provides for states to make
changes to Medicare and the Children’s Health Insurance Program, is a “broad statutory invitation for states
to consider many sorts of unprecedented changes to
health-care policy within their borders,” says health
policy expert John McDonough of Harvard University.
McDonough points to Vermont, where officials
want to create the country’s ﬁrst single-payer system.
Vermont was the ﬁrst state to announce its intention
to seek a 1332 waiver. The annual costs of the plan,
though, will be more than the estimated $275 million
being offered by the feds under the ACA. It will cost
about $1.8 billion a year more, McDonough says.
Arkansas’ Sanders is being cagey about speciﬁc
policy proposals that his plan might include, but he
says he’s going to submit a bill in the 2015 legislative
session that would authorize state officials to pursue the waiver. If that sounds a bit premature, just
consider how long it might take to craft a proposal
that could meet federal muster and grant enough
time to win over reluctant interest groups on the
political front.
The lack of speciﬁcity from Arkansas is causing some concern. Observers want more details: Is Arkansas talking about
vouchers or health savings accounts for all? “When you start to
throw around words like ‘consumerism,’” says Judy Solomon, vice
president for health policy at the Center on Budget and Policy
Priorities, “is this something that’s evidence-based or are we just
engaging in what I would call wishful thinking about incentives
and how they really drive people to make their decisions?”
No matter what it does, Arkansas likely won’t be the only conservative state looking into a 1332 waiver. “Once we get over the
anti-Medicaid expansion phase of ACA implementation,” says
McDonough, “many Republican health folks are going to start
thinking about their own versions of health system transformation, and 1332 could be an important part of the pathway.” G

A

APIMAGES.COM

Arkansas state
Sen. David Sanders

On the other end is a consumer-focused, individualized care system that provides more choices, more ﬂexibility, and is transparent in terms of price and quality.”
It is the latter end of the continuum that Sanders wants to
build in Arkansas. He plans to use an ACA waiver that provides an
unparalleled level of ﬂexibility—albeit within some major parameters—to get it. Arkansas already has an existing waiver under the
health reform law that has allowed it to privatize its Medicaid system. But the additional waiver, known as the section 1332 or state
innovation waiver, would allow Arkansas and other states starting
in 2017 to drop major portions of the law, including the individual
mandate or the insurance exchange requirement, if they have a
viable plan that maintains at least the same level of coverage at
the same cost to the federal government. As long as states can do
that, which is no small feat, they can take the federal money they
would have received and use it how they see ﬁt.
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Time to power down
your MMIS system
Introducing Optum Medicaid Management Services —
Medicaid program administration without the system hassle
Let’s face it — administering Medicaid programs would be easier if it weren’t for the MMIS
system. Budget overruns, delayed implementations and expensive, time-consuming
procurements prevent effective implementation of program change. With the business
processing capabilities of Optum™ Medicaid Management Services, you can retire your MMIS and
purchase only the administrative services you need. Isn’t it time you tried something different?
Download our white paper at optum.com/powerdown or call 1-800-765-6092 today.

© 2014 Optum, Inc. All rights reserved.
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Politics + Policy

| GREEN GOVERNMENT
By Elizabeth Daigneau

Resilient Funding
New Jersey banks on disaster preparedness.
lmost two years after it tore a deadly and costly path
through the Northeast, Superstorm Sandy still stands
as one of the most important events in the history of
disaster preparedness. The desire to be more resilient
in the face of these big and increasing storms kicked into high gear
planning efforts by states and localities across the country (see “A
Climate of Change,” page 24). But it takes money to take action.
And as governments are ﬁnding out, it’s hard to ﬁnd money in
today’s tight budgets.
If one of the biggest stumbling blocks to increasing a community’s sustainability and resilience is ﬁnancing, then New Jersey’s
in good shape. This summer, the Garden State created an energy
resilience bank to “fund projects that will help prevent a reoccurrence of the energy disruptions and build energy resilience,”
according to the state’s proposal for the bank. The idea essentially
is to set up a dedicated source of funding for projects that will provide clean, more reliable energy at critical infrastructure such as
water and wastewater treatment plants, hospitals, shelters, emergency response centers, schools, and transit systems.
Through revolving loans and grants, the bank will support
projects that include installing microgrids, distributed generation (where electricity is generated from multiple small energy
sources such as fuel cells or solar panels), smart grid technology and energy storage. Initially, the bank will be funded using
$200 million from New Jersey’s Community Development Block
Grant-Disaster Recovery allocation from the U.S. Department of
Housing and Urban Development (HUD). When that runs out,
says Greg Reinert, director of communications for the New Jersey
Board of Public Utilities, the state will allocate funds. The ultimate goal, though, is to bring in private capital.
That is, after all, how “green” or “infrastructure” banks
are supposed to work, by facilitating private-sector ﬁnancing.
And New Jersey’s energy resilience bank is really just another
green bank. Increasingly, states and localities have been looking
at these government-created institutions as a way to ﬁnance
renewable and clean energy projects. It’s a relatively new idea
in that the ﬁrst state to open a green bank was Connecticut
in 2011. New York followed next. And now California is considering one. New Jersey’s bank is unique in that it is the ﬁrst
of its kind to focus on energy resilience. But both Connecticut
and New York are using their green banks to pay for resiliency
projects, too. In the case of Connecticut and New York, they are
funding microgrid projects.
The purpose of green banks is simple: Mitigate risk to
attract private investors. One way green banks do this is by
providing lenders insurance against default. So if a project

A
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Superstorm Sandy
knocked out power to
more than 2.5 million
people in New Jersey.

fails and a borrower doesn’t repay a loan, a private lender won’t
lose its entire investment.
In the New York-New Jersey region, according to HUD, electrical infrastructure is particularly vulnerable because 75 percent
of power generation lies in ﬂood plains where there’s a 1 percent
annual chance of ﬂooding. In addition, power grids are mostly
underground and at risk from ﬂooding. That, and the fact that the
United Nations puts the cost of climate change in the trillions, is
the impetus behind New Jersey’s decision to create a ﬁnancial
framework for its resiliency efforts. More often than not, governments leave funding questions for later. But New Jersey’s energy
resilience bank, says Reinert, “puts the money up front.” G
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Issue Brief

Revenue Revival
How government agencies can use an innovative strategy to optimize debt collection
efforts and turn stale debt into immediate revenue

Many government agencies hold an enormous amount of outstanding receivables, which is debt owed to the government
agency by citizens or businesses. With the right tools and technologies, agencies can explore new ways to maximize debt
collection eﬀorts and take advantage of the enormous opportunities for revenue generation presented by delinquent debtors.
For many agencies, the simplest way to oﬀset the costs of unpaid parking tickets, water bills and ambulance
services is to either raise costs or slash services. But while reduced library hours and higher utility bills can create
savings for a state or local agency, it’s not the most attractive way to generate revenue.
Third-party debt collection agencies have been the main beneﬁciaries of parking ﬁnes and unpaid bills. According to a recent industry study, debt collection agencies recovered about $54.9 billion of debt. Of that, about 2.1
percent – more than $1 billion – was from government work.1

This scene is changing as a growing number of government agencies discover the potential
to turn debt collection into a valuable source of revenue that wouldn’t otherwise be available to them.
Consider, for example, Chicago. In 2012, the Windy City faced a whopping $635 million
deﬁcit. However, by selling its parking ticket stale debt portfolio, and reporting delinquent debtors to credit agencies, public oﬃcials collected approximately $33
million in 2013 – a signiﬁcant increase over the $16 million to $18 million
typically collected, and without the added costs of collection that would
have been incurred to manage the portfolio over time.2
However, shifting from referring cases to collections agencies
to maximizing revenue potential requires an understanding of the
existing problems surrounding debt collection.
Debt has long been a persistent reality for government agenAccording to a recent industry study,
cies. Uncollected U.S. outstanding receivables now stand at an
debt collection agencies recovered about
estimated $200 billion and a signiﬁcant portion of these accounts
$54.9 billion of debt. Of that, about
are as old as 12 years. In the meantime, budget gaps continue
2.1 percent — more than $1 billion —
to expand by the billions as the demand on government services
was from government work.
grows and revenues remain ﬂat.
To address this mounting debt, municipalities have developed their
own debt collection strategies. For some, the process involves constantly reaching out to delinquent account holders via
phone and traditional mail in the hopes of a response. For others, the decision to farm out debt to a third-party collector is
a swifter alternative. These third-party debt collection agencies then retain a percentage of the monies collected as fees for
services, and remit the balance to the municipality.

SHUTTERSTOCK.COM

The Challenges of Converting Arrears into Revenue
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Effectiveness of Government Debt
Collection Strategies

The problem with this approach is that while it helps
to whittle down a debt portfolio, it fails to optimize the
potential revenue that could be kept in house. The use of
third-party collection agencies requires a sophisticated
vendor management approach to incentivize the collection agencies and create a competitive market to ensure
optimal results. There is often no oversight of various
third-party collection eﬀorts, so there is no assurance the
collection is eﬃcient.

45%

Somewhat effective

22%
20%
11%

A New Strategy and New Standards
for Addressing Accounts Receivable Debt

2%

Very effective

Neutral

Somewhat ineffective

Very ineffective

It’s no surprise cash-strapped government agencies
are taking a step back to examine their accounts receivSOURCE: GOVERNING INSTITUTE “REVENUE ASSURANCE” SURVEY, MAY 2014
ables to see how their portfolio might generate a fresh
infusion of revenue. Now more than ever, agencies are
overhauling their regular cycle of collection for a more
holistic, end-to-end approach that maximizes yields, stems the generation of future debt and creates budget certainty
with repeatable future accounts receivables performance. In fact, according to a May 2014 research survey of 133 state
and local government oﬃcials conducted by the Governing Institute, 45 percent of respondents said they consider debt
something that can be turned into or seen as an asset.3
Yet many agencies are unsure and unaware of how to implement the most eﬀective collection strategies to meet
key objectives. Fortunately, a revenue assurance strategy can fuel this transformation by establishing standards that
promise to help agencies achieve three primary goals:
1. Turn stale debt into a new source of revenue
2. Take action to reduce delinquencies and minimize current debt
3. Improve future accounts receivable streams

A Revenue Assurance Strategy: Three Steps to Solving the Problem
1. Turn stale debt into a new source of revenue.
For many agencies, a debt portfolio is nothing more than a line item on a budget to roll over year after year. In
fact, according to Governing Institute’s research study, only 16 percent of respondents have a deﬁned strategy for
stale debt monetization. When asked if they would ever work on their debt portfolio again once it becomes stale, 46
percent of respondents said they didn’t know.
It’s time for government oﬃcials to view a stale debt portfolio as an asset rather than a liability or non-collectable
debt. Rather than write it oﬀ as having ostensibly zero value, there are ways to extract new revenue from stale debt for
immediate budget and balance sheet relief.
Critical to success is ﬁnding the right experts to examine a debt portfolio and recognize its true value in the open
market. For example, $2 million of unpaid parking tickets may be worth only $1 million in the open market, but it’s still
a valuable asset that can generate revenue and ﬁll government coﬀers immediately.
Relying on a combination of consultative services and evaluation tools based on data and analytics can also help
determine the viability of a stale assets sale and the potential market value of uncollectable debt. High-risk account
identiﬁcation, liquidity of assessments, probable asset calculation and potential liquidation rates are all tools provided
by seasoned consultants that can help agencies turn debt into new revenue.
2. Take action to reduce delinquencies and minimize current debt.
As important as it is to closely examine the potential value of unpaid parking tickets and forgotten water bills, one
of the smartest ways to address stale debt is to prevent it from accumulating in the ﬁrst place.
To thwart the growth of stale debt, it’s critical that agencies examine the current processes they have in
place for debt collection. For some agencies, a point-of-service collection process is the most eﬀective strategy.
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For others, a letter-writing campaign is more likely to
Most Successful Methods of
Communicating with Debtors
optimize the debt collection process. The Governing
Institute survey, for example, reveals that 36 percent of
respondents cite in-person communication as the most
36%
32%
In-Person
successful method of contacting debtors for collection
Phone
purposes. However, the most eﬀective solution — be
it in-person, phone, mail, Web or social media — is
the one that best suits an agency’s preferred mode of
communication and preferred collection strategies.
The use of collection optimization tools is another
important strategy for reducing delinquencies and preventing
21%
Mail
debt accumulation. These tools assess each constituent or
9%
business at the account level to determine the best contact
Web/Online
method, time and message for engagement.
A signiﬁcant part of minimizing current debt involves
evaluating citizens’ ability to pay back what they owe. For
example, imagine being able to identify which accounts
2%
should be pursued most aggressively or show the greatest
Social Media
signs of delinquency. By simply scoring and segmenting
1%
Mobile Phone/Text
these accounts, agencies can prioritize their collection
eﬀorts, thereby increasing the chances of recovery.
Another approach to prioritizing collection accounts
is using credit-based scoring models. By relying on a
SOURCE: GOVERNING INSTITUTE
“REVENUE ASSURANCE” SURVEY, MAY 2014
wide variety of these models, agencies can identify which
accounts have the greatest and least recovery potential
based on credit activity and recovery scores.
Finally, agencies can minimize future uncollectable transactions through the use of cutting-edge skip-tracing
tools, address standardization and veriﬁcation, and point-of-new service tools and analytics. Rather than wait until
monies become irretrievable, savvy agencies minimize future diﬃcult-to-collect accounts by ensuring the right people
are receiving the right beneﬁts from the time of initial transaction, as well as ensuring those responsible for any
outstanding monies owed can be contacted when necessary.
Together, these combined strategies can signiﬁcantly help agencies monitor and address at-risk accounts faster
and more eﬃciently for greater revenue on collections and minimal future stale debt.
3. Improve future accounts receivable streams.
Strategies and collection optimization tools aside, agencies will always retain a certain amount of stale debt. The
good news is there are ways to turn this debt into a valuable source of revenue, including outsourcing collection
eﬀorts to a third-party collector.
To ensure a fast and eﬀective hand-over process, it’s imperative agencies take a few necessary steps. To begin,
every agency should closely examine their data to ensure they’re handing over the best collectable debt possible to
a third-party collector. Once the right data has been identiﬁed, the next step is making certain the data being passed
along to a collector is accurate. Everything from the right contact details to up-to-date account information must be
conﬁrmed for the best results.
To be certain, managing third-party collection agencies is never easy. Mature credit markets have adopted a
best practice for engaging third-party collection agencies and creating a competitive market for ensuring optimal
performance. This requires increased granularity of performance data using advanced analytics to segment assets
and predict payment performance, which gives oﬃcials the insights to determine which agency is doing the best job, is
oﬀering the best returns and is the easiest to manage. The best partner is one that can help an agency calculate future
assets, potential liquidation rates and contact rates. By having this information readily available, an agency can plan for
unanticipated write-oﬀs and better budget for the future.
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My Organization has a Holistic

From Process to People

While a revenue assurance strategy is a great way
View of Our Total Debt
to convert accounts receivables into a new revenue
stream, government agencies must also work towards
Agree
38%
a greater understanding of the relationship between
a constituent and his/her municipality.
34% Undecided
One way to accomplish this is by creating a
14% Strongly agree
360-degree view of constituent debt. This encompasses
a number of steps, including validating constituent
11% Disagree
identity and verifying contact information through
a unique persistent Personal Identiﬁcation Number
3% Strongly disagree
(PIN). The most critical component of creating a closer
bond between constituent and municipality involves
connecting the dots of disparate debt across various
SOURCE: GOVERNING INSTITUTE “REVENUE ASSURANCE” SURVEY, MAY 2014
points of service. As it is, 48 percent of government
oﬃcials say they withhold city and state services to
constituents and businesses that are delinquent in order to collect debt, according to the Governing Institute. What if
these same oﬃcials had a 360-degree view of this debt?
Consider, for example, a constituent that wishes to build a deck but needs to obtain a building permit ﬁrst. Now
imagine if a municipality could determine that the constituent owes an outstanding debt before providing that permit.
Using a point-of-new service collection process, the city can capture critical information and require a constituent to
fulﬁll his or her debt obligations before receiving the requested service. This adds a whole new component to the debt
collection process while enabling government oﬃcials to detect and minimize debt.

A Value Proposition for the Future
Managing and collecting debt is a complicated and time-consuming process. There’s certainly more than one
way for agencies to collect delinquent debt. If there is one thing government oﬃcials can agree on, it’s that their debt
management processes need to be improved.
Nearly half of the Governing Institute’s survey respondents view debt as an asset but do not have a complete
understanding of how to make this a reality. Worse yet, only 14 percent of respondents strongly agree they have a
holistic view of their debt. Only 22 percent of respondents rate their collection activities as very eﬀective.
It’s time for a change. By combining consultative expertise with cutting-edge technologies, a revenue assurance
strategy can not only ease debt collection eﬀorts, but actually turns stale debt that’s been written oﬀ into a brand new
source of revenue.
The key is to optimize existing eﬀorts while also utilizing new methods, such as stale debt monetization, to create the
highest potential for debt collection and simultaneously decrease the accumulation of new debt. A revenue assurance
strategy can enable agencies to turn stale debt into a new source of revenue, take action to reduce delinquencies and
minimize current debt, and improve future accounts receivable streams. With this plan in place, agencies can begin
moving from risk management to budget certainty for years to come.

Endnotes
1.
2.
3.

www.acainternational.org/files.aspx?p=/images/21594/2011acaeconomicimpactreport.pdf
www.governing.com/blogs/view/localities-strapped-for-cash-turn-to-collections.html
All survey data from Governing Institute ”Revenue Assurance” Survey, May 2014, unless otherwise noted
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Announcing the 2014
Government 100 Best
Fleets winners.
The Green Fleet and Top 100 Fleet programs recognize and reward
peak performing green ﬂeet operations in North America.
Join Governing and 100 Best Fleets in congratulating these
governments for their actions today that will impact tomorrow.

www.futurestructure.com /
A New Initiative from Governing

Top 100 Best Fleet 2014 Winners
1
2
3
4
5
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
21
22
23
24
25

City of Columbus, OH
City of Sacramento, CA
City of Fort Wayne, IN
Atlantic County Utilities Authority (NJ)
University of California, Davis
Volusia County (FL)
Dakota County (MN) Fleet Management
DeKalb County (GA)
York County Vehicle Maintenance (VA)
City of Santa Ana, CA
Manatee County Board of County
Commissioners (FL)
City of Riverside, CA
Washington State Department
of Transportation
Orange County Sanitation District (CA)
City of Chicago, IL
City of Tucson, AZ
City of Dublin, OH
City of Hampton, VA
Prince George’s County (MD)
City of Ormond Beach, FL
City of Edmonton, AB
City of Conroe, TX
San Bernardino County, CA
Chicago Transit Authority (IL)
Commonwealth of Pennsylvania
City of Oakland, CA
City of Durham, NC

26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51

www.the100bestﬂeets.com

Pharr-San Juan-Alamo ISD (TX)
City of Fort Worth, TX
Richland County, SC
Alameda County (CA)
City of Olympia, WA
City of Thousand Oaks, CA
City of Fairﬁeld, CA
Colorado Division of Central Services
City of Huntington Beach, CA
City of Boise, ID
National Security Technologies
(Las Vegas, NV)
Denver International Airport (CO)
City of New York, NY
Houston Independent
School District (TX)
City & County of Denver, CO
City of Bellevue, WA
City of Boston, MA
County of San Diego, CA
City of Tampa, FL
City of Kansas City, MO
City of Orlando, FL
Eugene Water & Electric Board (OR)
Forest Preserve District
of DuPage County (IL)
County of Wake (Raleigh, NC)
Salt River Project (Tempe, AZ)
City of Mesa, AZ

52
53
54
55
56
57
58
59
60
61
62
63
64
65
65
66
67
68
69
70
71
72
73
74
75
76

City of Buckeye, AZ
City of Kissimmee, FL
Lower Merion School District (PA)
City of Mountain View, CA
United States Air Force, VA
City of Naperville, IL
City of Vancouver, BC
City of Rochester Hills, MI
University of Washington
City of Rock Hill, SC
City of Muskogee, OK
Alachua County Fleet Management (FL)
Collier County Fleet Management (FL)
City of Roanoke, VA
Town of Fishers, IN
DC Water
City of Eugene, OR
New York City Police Department
State of Delaware Fleet Services
Port Authority of New York
& New Jersey
City of Moline, IL
City of Fort Collins, CO
Ohio Bureau of Workers’
Compensation – Fleet Dept.
Washoe County (Reno, NV)
City of Charlotte, NC
Orange County School
Transportation Services (FL)

GOV13 AD Fleets Dec.indd 16

77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98
99
100

City of Oceanside, CA
Pasco County Fleet Management (FL)
City of Tulsa, OK
Sarasota County Fleet Services (FL)
Town of Castle Rock, CO
City of El Paso, TX
City of Indianapolis, IN
Sonoma County (CA)
Prince William County (VA)
Palm Beach County
Sheriff’s Ofﬁce (FL)
Town of Jonesborough, TN
Ohio Dept. of Trans.,
Ofﬁce of Equipment Mgmt.
City of Chico, CA
City of Jacksonville, FL
Knoxville Utilities Board (TN)
City of Anaheim, CA
City of Fargo, ND
City of Tempe, AZ
King County Fleet Administration (WA)
City of Lakeland, FL
City of College Station, TX
CPS Energy – City Public Service
Board (TX)
Kentucky Division of Fleet Management
Alabama Dept of Transportation
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Politics + Policy

| ECONOMIC ENGINES
By Aaron M. Renn

Find Your Mojo
To market itself, a city needs to unearth its distinctiveness.
ave you ever noticed that while
every company tries its hardest
to convince you it’s different
and better than its competition,
every city tries its hardest to convince you
it’s exactly like the coolest cities?
This is easiest to see in marketing
videos put out by various chambers of
commerce and convention and visitors bureaus. If you happen to watch
one that isn’t of your own city, you will
immediately be struck by how generic
it is and how it tries to sell you on a list
of purported amenities and attributes
we’ll label “conventional cool.” A list that
includes things such as coffee shops, bike
lanes, trendy fashion boutiques, startups,
microbreweries, skateboarders, silkscreen-print posters, hip restaurants, tattoos, public art and so on.
Chances are your city or state’s local
marketing material has more items on
that list than not. Yet these things are
ubiquitous in America. Does anyone
really believe there’s a place of any size
left where you can’t get a decent cup of
coffee or where you don’t see tattoos?
These attributes may all be great, but
they don’t set a place apart in the market.
They don’t show us something distinctive about a place—and being distinctive
is important. As Harvard business professor Michael Porter puts it, “Competitive strategy is about being different. It
means deliberately choosing a different
set of activities to deliver a unique matrix
of value.”
There’s nothing wrong with bike lanes.
Bike lanes are great. But bike lanes are the
civic equivalent of what might be called
“best practices” in the corporate world.
They are things every well-functioning
city is now expected to have. They don’t,
however, generate differential value or
make a city any more competitive in the
market. Just as you can’t build a successful

H

Neon-lit Lower Broadway in Nashville, Tenn., is famous for its many honkytonks.

company on simply a collection of best
practices, it’s hard to build a successful
city just on these things. You need them,
but they aren’t enough. They are the new
urban ante—just table stakes.
If we think of the places that have
the greatest resonance in the public
mind, it’s generally those places that are
unique. People visit New Orleans or Las
Vegas because no other place is like New
Orleans or Las Vegas. There’s no place on
earth like New York or San Francisco. If
there’s nothing unique about your town,
then your town is just a commodity. And
we know that commodities compete on

one factor: price. Being a commodity
player leads to weak marketplace leverage. That’s why ﬁrms are always trying to
differentiate themselves in a marketplace.
Cities fall into the conventional cool
trap for a lot of reasons. Part of it is the
play-it-safe mentality produced by politics. Anything different is sure to bring
naysayers out of the woodwork. Even well
proven items like bike lanes or bike shares
can produce hoards of crying NIMBYs.
In a dynamic era, cities can also want
to market that they are abreast of the
latest trends. This is something even corporations fall prey to. During the dot-com

GOVERNING | Sep t em b er 2 014

22

GOV09_22.indd 22

8/15/14 10:55 AM

__________Designer __________CreativeDir.
100 Blue Ravine Road
Folsom, CA 95630
916-932-1300
5

25

50

75

BLACK

95 100

__________Editorial __________Prepress
5

25

50

75

95 100

YELLOW

5

25

50

75

95 100

5

25

50

75

MAGENTA
CYAN

95 100

Page #

__________Other ____________OK to go

| URBAN NOTEBOOK
era, for example, many ﬁrms appended a
“.com” to their logo. Neiman Marcus even
had “Neiman Marcus.com” printed on its
shopping bags.
Another reason cities get stuck is that
many struggle to identify their uniqueness. Or, more tragically, reject it as obsolete. Both are terrible mistakes.
I’m convinced that pretty much every
place has a unique character. It might be
hard to articulate, but it’s there. In Midwestern places like Ohio, there’s always
a struggle to articulate identity. But visit
Cincinnati, Cleveland and Columbus, and
it’s instantly apparent these are three radically different cities. Places just need to do
a little anthropological work to unearth
their distinctiveness, distill it down and
then imbue that “mojo” into everything
they do.
Doing that requires enough self-regard
to embrace authentic character. Too often,
as with a high school student transitioning to college, identity is put away into the
attic like so much “little kid’s stuff ” that’s
not part of the new aspirational identity.
That’s a bad move.
A city that’s getting it right is Nashville. The Music City could have turned
its back on country. But it didn’t; it
embraced country music as core to
its current and future identity. It even
updated the scene for the 21st century.
It’s not your grandad’s AM radio country anymore. Yes, Nashville embraces
that music and those people as part of
its heritage, but today it’s glitzier, more
Hollywood. Today, it’s “Nashvegas,” as
some call it.
Rather than rejecting their actual
selves, cities need to embrace—but
update—who they are. Adopt best practices to be sure, but also be true to the
native soil. A great city, like a great wine,
has to express its terroir.
As with the Apple ad campaign, cities
need to be willing to “Think Different.”
And the difference they need to embrace
is the reality of what they are as a place.
As the Greek oracle put it, “know thyself.”
Now, live out that reality. G

Thin Air

Email arenn@urbanophile.com

Email BigCitySparkplug@yahoo.com

Cities are underutilizing air rights above public works projects.
Public works projects often come at heavy expense. Whether it’s building new
schools, municipal halls or other facilities, such projects produce not only upfront
costs, but depending on their magnitude, long-term debts. There is, however, a way
to mitigate costs, or even make a project more proﬁtable: Sell off the air rights.
This is an idea that, while holding vast economic potential, is used sparingly in
America. Nowadays whenever cities build a central library, to name one example,
they usually construct a single-use facility that is only a few stories tall, if that. But
what if, before such libraries were built, the air rights—the undeveloped space above
the rooﬂine—were deregulated and sold off ? In expensive and vertically inclined
U.S. cities, private developers would pay governments enormous sums for the right
to build a high-rise apartment complex
or business space above public projects.
This would lead to the broad maximization of public land values, and thus
to enormous cash windfalls for local
governments.
So why don’t more cities sell air
rights? It’s a good question in these ﬁscally challenging times. Since the 1980s,
the Massachusetts Bay Transportation
Authority has granted development
rights above its facilities in Boston. For Multnomah County, Ore., put apartments
instance, it has sold the air rights above above one of its libraries.
the North Station transit terminal for
$20 million plus the cost of extensive repairs to the station. Now, a new deal above
the Back Bay Station is being negotiated. Other major cities have also allowed vertical
development over transportation infrastructure, most famously in New York City,
when the Pan Am Building went up above Grand Central Terminal.
Generally, though, U.S. cities do not maximize their use of public properties.
Walk through any city and you’ll ﬁnd countless examples of where modestly sized
government buildings have been plopped down onto prime real estate. In Seattle,
for example, substantial public money has recently gone toward a new library, City
Hall and renovated convention center, none of which exceed a dozen stories in an
otherwise vertical downtown.
It is in compact cities such as Seattle—along with Boston, Chicago, New York
City, San Francisco and Washington, D.C.—where utilizing air rights would make
the most sense. The returns would be substantial in such hot real estate markets,
and besides, compact cities are best equipped to handle added density. After all, if
proposed three-story schools, libraries and recreation centers could instead sit inside
50-story mixed-use towers, this would increase the supply of affordable housing and
office space, further compelling people to locate centrally.
Of course, barriers now exist to making the sale of air rights a common practice.
Zoning regulations—along with neighborhood opposition—often prevent public
buildings from mixing with private purposes or becoming too large. But the true
barrier may be a philosophical one within governments themselves. For too long,
many officials have not viewed public properties as crucial assets that should be used
efficiently. Selling air rights would be a step in the right direction. G
LARA SWIMMER/THA ARCHITECTURE
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A CLIMATE

CHANGE
ANTON OPARIN/SHUTTERSTOCK.COM

By Daniel C. Vock
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A C L I M AT E O F C H A N G E

T

he ﬂash ﬂoods that have long plagued Dubuque,
Iowa, seem to be getting worse. Although the city
lies on the Mississippi River, the biggest threat of
a deluge is from the sky. Summer storms are being
stoked by increasingly warmer air. As a result, they
carry more moisture and soak the low-lying areas
and hills that ring the city. The water speeds downhill toward
the Bee Branch Creek, a partially buried waterway that ﬂows
beneath several neighborhoods before emptying into the Mississippi. Often, the storms dump so much rain that the creek’s concrete channels cannot contain the runoff. Water spills over streets,
across backyards and into basements. It can push open manhole
covers, spray out from ﬁre hydrants and carry away parked cars.
As is happening elsewhere in the Midwest, the storms are
coming through Dubuque with greater frequency and ferocity
than in the past. Six times since 1999, Dubuque has been declared
a presidential disaster area. One storm in 2011 dumped nearly 11
inches of rain on the city in less than 24 hours. That July set the
record for the rainiest single month in Dubuque history. The city
estimates that, since 1999, ﬂoods in the Bee Branch Creek watershed have caused $70 million in damage to homes and businesses.
When storm sirens sound, the neighborhood’s residents—
many of them elderly people or families with small children—
have few safe options, says Mayor Roy Buol. “You’ve got a heck of
a choice,” he says. “You can go into your basement that’s ﬂooding
with water and risk electrocution. Or you can stay upstairs and
risk the effects of a tornado or straight-line winds that can do
damage to your home or rip it off its foundation.”
The mayor worries that climate change, which has raised the
average U.S. temperature by 1.5 degrees since 1895, will only make

the storms worse. So Buol and other Dubuque leaders are planning for major infrastructure improvements to give the city resilience in the face of global warming and natural disasters.
It is a role more and more local government leaders are assuming. “Cities,” wrote the authors of this year’s National Climate
Assessment, “have become early responders to climate change
challenges and opportunities.” Like ﬁrst responders, localities do
not have the wherewithal to take on the entire problem of global
warming themselves. But they have tools to improve the situation
until greater resources can be brought to bear.

The response to Sandy
was remarkable. It
popularized the idea
of “resilience.”

Flooding in Dubuque,
Iowa’s Bee Branch Creek
has confounded the city for
more than a century. Now
ofﬁcials are addressing
the problem.

MIKE BURLEY/DUBUQUE TELEGRAPH HERALD

In Dubuque’s case, the city is moving ahead with a plan to end
the chronic ﬂoods. The plan involves opening up the Bee Branch
Creek to daylight. The newly visible channel would be the centerpiece of a linear park, stretching nearly a mile between the city’s
North End neighborhood and the Mississippi River bank. The
park will serve a practical purpose: It will shape the contours of
the creek to slow the water’s ﬂow, trap pollutants and sediments,
and provide a protected space for overﬂow after heavy rains.
Along with those improvements, Dubuque will also expand
other stormwater pipes in the area. Five years ago, the city began
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A C L I M AT E O F C H A N G E

replacing the ﬁrst of 240 alleys in
the watershed with “green alleys”
that absorb rain into the ground
rather than directing it to the stormwater system.
The cost for all of those upgrades
will exceed $200 million. That is
a hefty sum for the city. Its most
expensive capital project to date,
a wastewater treatment plant that
opened last year, cost $68 million.
But Dubuque officials say the watershed improvements will prevent
more than $580 million in damage over the next century. The city
will ﬁnance the Bee Branch Creek
upgrades with a combination of
state ﬂood-control money, federal
grants, local bonds and stormwater
sewer fees paid by city residents.

arly signs of climate change—
the supercharged storms in
the Midwest, droughts and
forest ﬁres in the West, and
sea level rise on the coasts—are forcing cities like Dubuque to prepare
for a future in which new weather
patterns can overwhelm existing
infrastructure.
Already, local officials around
the country are getting a glimpse
of that future. They saw it when a
storm that meteorologists called
Superstorm Sandy, the
a “wall of water”—eight inches
third most expensive natural
of rain fell in the ﬁrst 24 hours—
disaster in the nation’s history,
came seemingly from nowhere
was a wake-up call for local
and fell on the city of Boulder and
ofﬁcials everywhere.
other drought-stricken stretches
of Colorado last year. They have
seen a snowstorm cripple traffic
in Atlanta, ﬂoods come to Miami
The response to Superstorm Sandy was also remarkable.
Beach’s streets without a cloud in the sky and a “superstorm”
turn the New York skyline dark for days.
Rather than simply rebuilding what had been destroyed, governAll those incidents drew considerable attention. But Superment officials at the federal, state and local levels began thinking
storm Sandy, the combination hurricane and nor’easter that cripabout changes that might prevent a repetition of the widespread
pled the New York metropolitan area almost two years ago, was a
devastation Sandy had caused.
That approach popularized the idea of “resilience” or
wake-up call for local officials in every region.
“resiliency” in communities. In its broadest sense, resilience
Superstorm Sandy killed more than 130 people. It damaged or
can incorporate preparations for—and rapid recovery from—
destroyed 650,000 homes and left 8.5 million customers without
power, some for weeks. Sandy ﬂooded New York subway tunnels,
any type of disruption, whether it is a terrorist attack or an
broke natural gas lines and caused shortages of gasoline and dieeconomic collapse. The Rockefeller Foundation’s 100 Resilient
sel, even for emergency personnel. It was the third most expenCities initiative characterizes resilient cities as those that learn
sive natural disaster in the nation’s history, trailing only Hurricane
constantly, rebound quickly, fail gracefully, operate ﬂexibly and
Katrina and the 1988 drought.
ensure spare capacity of vital resources.
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A C L I M AT E O F C H A N G E

But a panel from four federal research academies, writing just
months before Sandy made landfall, tied the concept of resilience
more directly to disaster preparedness. “A culture of resilience
provides a way to reduce vulnerability to disasters and their
impacts before they occur, with the potential to decrease disasters’ costs and consequences,” the researchers wrote.
The newfound enthusiasm for resilience at the local level is
as much about addressing longstanding problems as anticipating new ones. Flooding in the Bee Branch Creek watershed, for
example, has confounded Dubuque for more than a century. What
is different now is the urgency leaders feel in addressing it.

t’s a similar situation in Norfolk, Va., where ﬂooding has been
a familiar occurrence since English settlers ﬁrst arrived in
the early 1600s. That’s because the low-lying land, laced with
rivers and inlets, is slowly sinking. Drivers are used to taking
alternative routes when they hear a road is ﬂooded. “We’re not
unlike any other old seaport city. We’ve dealt with storms for centuries. It’s a nuisance,” says Ron Williams, a deputy city manager.
But in the ﬁrst decade of the 2000s, Norfolk experienced
more coastal storms than it had in the previous four decades.
Measured by wind speed, storm surge and the amount of rainfall,
the decade’s storms ranked among the most severe in the past 50
years. A 2009 nor’easter, for example, brought 7.4 inches of rain
and raised tides more than 5 feet above normal high-tide levels. So
the city started developing a plan to cope with the more intense
storms and sea level rise.
At the same time, those disasters helped Norfolk add resilience
to the city’s normal operations. When work was done on an intersection near a medical center, for instance, engineers also elevated
a road to block ﬂoodwaters that had long washed over the route
to the hospital. Norfolk has been able to tap federal funds to raise
homes threatened by ﬂooding and to create more environmentally friendly shoreline. Those efforts attracted the attention of
the Rockefeller Foundation, which designated Norfolk one of its
100 Resilient Cities. That means the city was able to hire a chief
resilience officer and work with outside experts to handle its preparedness efforts.
But those steps do not address Norfolk’s most pressing need.
New ﬂoodwalls and gates are required in four different neighborhoods. That is an expensive proposition for any city, much less
one where the poverty rate is double the statewide average. City
officials are hoping for help from the state or federal government,
noting that the city is home to one of the few deep water ports on
the East Coast and the largest naval base in the world. “Everything
that Norfolk needs to do is $1 billion,” says city spokeswoman Lori
Crouch. “We don’t have $1 billion.”

I

Tropical Storm Ida ﬂooded Norfolk,
Va., streets in 2009. Norfolk
experienced more storms in the
ﬁrst decade of the 2000s than the
previous 40 years combined.

But if there is a silver lining to the destruction, it is that
rebuilding after one disaster offers a unique opportunity to
prepare for the next, as the state of New York has tried to do after
Superstorm Sandy.
“The new reality in New York is we are getting hit by 100-year
storms every couple of years,” said Gov. Andrew Cuomo in January, as he announced plans for spending federal recovery money.
“We have to wake up to that new reality by completely reimagining our state to be ready for any future disaster.”
Cuomo hopes to speed that process along with $17 billion—
mostly in federal disaster relief funds—to upgrade the state’s
infrastructure. The biggest part of the package is $5.1 billion for
New York City’s subway system, which shut down completely
for three days during Sandy. The money would pay for improvements to make it easier to seal off tunnels and underground facilities in case of ﬂooding. The governor also plans to use federal
money to help build levees and seawalls to protect wastewater

he intense storms that worry Norfolk leaders are troubling for many city officials, not just those on the coasts.
The number of presidential disaster declarations has
surged in recent years—reaching an all-time high in 2011.
Even accounting for inﬂation, six of the 10 most expensive storms
in the U.S. occurred in the last decade.

T

GOVERNING | Sep t em b er 2 014

28

GOV09_24.indd 28

8/18/14 3:22 PM

__________Designer __________CreativeDir.
100 Blue Ravine Road
Folsom, CA 95630
916-932-1300
5

25

50

75

BLACK

95 100

__________Editorial __________Prepress
5

25

50

75

95 100

YELLOW

5

25

50

75

95 100

5

25

50

75

MAGENTA
CYAN

95 100

Page #

__________Other ____________OK to go

APIMAGES.COM

A C L I M AT E O F C H A N G E

treatment facilities. The proposal calls for burying 500 miles of
overhead power lines and other measures to “harden” the electric grid, along with creating 10 microgrids that could keep power
ﬂowing in case of a larger grid failure. The list goes on: a statewide fuel depot for emergency responders, wetlands creation and
restoration, bridge replacements, and money for municipalities
to do their own resiliency planning.
At the local level, says Niek Veraart, of the infrastructure consulting company Louis Berger, communities should have projects
ready that they want to build when funding becomes available.
The communities in New York that had projects ready to go were
in a better position to secure federal funding after Sandy struck.
“Every time there is a disaster, you use the money you get from the
disaster to build up your long-term resiliency,” he says.
Indeed, that is part of the reason Dubuque will be able to move
forward with its ﬂood mitigation plan. The city had already begun
efforts to improve the Bee Branch Creek when the legislature

passed a ﬂood relief law in 2012 to address the widespread ﬂooding that had inundated Iowa cities for several years. Nearly half
of the money Dubuque will use for the Bee Branch Creek project
will come from the state, signiﬁcantly speeding up the schedule
for construction.
Of course, cities would much rather put resilience measures
in place before the next disaster strikes than afterward. But with
limited outside help, they still must rely on local funding sources
to meet the most immediate needs.
The city of Miami Beach, Fla., plans to spend $300 million in
the next ﬁve years to install more than 50 new pumping stations
for its stormwater system. The city currently uses a gravity-based
system, in which pipes carry runoff down to Biscayne Bay. But
with climbing sea levels, salt water seeps into the pipes at high
tide and spills out into city streets, even when it isn’t raining. The
new pumps, plus one-way valves in the pipes, would keep the
seawater from entering.
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The ﬁrst $100 million of that project would be paid by residents
in their stormwater utility bills. Miami Beach officials are considering tax increment ﬁnancing, resort taxes and loans from the state
for the second $100 million. The city is hoping that by the time it
needs to pay the ﬁnal $100 million for the project, either the state or
federal government will offer grants allowing it to complete the job.
The to-do list for Miami Beach in coping with rising sea levels
is extensive. The city is trying to move back to a more natural
shoreline, because developers and residents have ﬁlled in areas
of the barrier island that were once mangrove swamp. Reintroducing more natural elements would beneﬁt wildlife, such as
sponges, coral and migratory birds, while also absorbing the brunt
of ocean waves. The city also wants to raise the minimum height
of seawalls since they are increasingly becoming submerged at
high tide. Another major concern is salt water intrusion into the
drinking water supply. As sea levels rise, ocean water can get into
the porous rock beneath the city and contaminate its water wells.
City Public Works Director Eric Carpenter recognizes the
difficulties Miami Beach faces, but he also touts the city’s assets.
“We have approximately $22 billion worth of property value in
the seven square miles that make up Miami Beach,” he says. “So
when you’re looking at it from a perspective of having $22 billion
in assets, coming up with half a billion dollars to become resilient
becomes a little bit more manageable.”
South Florida, according to the National Climate Assessment, is
one of the regions in the country most vulnerable to climate change.
Recognizing that they face common challenges, four counties in the
region formed the Southeast Florida Climate Compact ﬁve years
ago. The counties agreed on a common sea level rise projection for
their planning—somewhere between 9 and 24 inches over the next
50 years. The group meets annually and has developed 110 recommendations for the region to mitigate the effects of climate change.

MEUNIERD/SHUTTERSTOCK.COM

Miami Beach, Fla., plans to spend
$300 million over the next ﬁve
years to improve its stormwater
drainage system, which has been
strained by rising sea levels.

The region is considering building a surface water reservoir
that would capture fresh water that is now discharged off the
coast, says Jennifer Jurado, Broward County’s director of environmental planning and community resilience. By reducing ﬂooding,
the reservoir would help the area cope with extreme storms, like
the 1,000-year storm that hit Palm Beach County, just to the north
of Broward County, with 22 inches of rain in a single day in January. But if the localities agree to build the reservoir, Jurado says,
the ﬁrst phase would cost $150 million. “The costs of these types
of projects are well beyond the individual resources of a single
community, which is what works to drive regional solutions,” she
says. “No one could afford to do these projects on their own, and
even the communities in collaboration will be looking for ﬁnancial
resources either at the state or federal level.”
Jurado points out that coastal communities produce 45 percent of the country’s gross domestic product, meaning the fate of
most regions and most industries is tied to the well-being of those
communities. “As a nation,” she says, “we can’t afford to just allow
individual localities to ﬁgure it out.” G
Email dvock@governing.com
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Governing’s sister publications are also covering
preparedness this September. Government
Technology takes a look at how sharing-economy
platforms like Airbnb and TaskRabbit are starting
to play a role in helping communities respond to
disasters. Emergency Management, meanwhile,
follows Los Angeles as it prepares for the big
earthquake, and examines efforts in New York City
and New Orleans to learn to “live with water.” Access
all our coverage at governing.com/resiliency
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FROM THEIR
FIRST DAY
OF WORK,
WE CAN HELP YOUNG EMPLOYEES RETIRE.

We get young employees thinking about retirement
savings by connecting with them early and often.
That means one-on-one ﬁnancial advice in person
and online, at no extra charge.1 It works too. In
a study, 68% 2 of participants we advised took
action to improve retirement readiness.

Learn how we do it in
just 2 clicks at TIAA.org

1

Restrictions apply. Must be enrolled in a TIAA-CREF retirement plan to be eligible. 2 Source:
TIAA-CREF Outcomes Chart Report 2011-2012. 3 The Lipper Award is given to the group with
the lowest average decile ranking of three years’ Consistent Return for eligible funds over the
three-year period ended 11/30/12 and 11/30/13, respectively. TIAA-CREF was ranked against
36 fund companies in 2012 and 48 fund companies in 2013 with at least ﬁve equity, ﬁve
bond, or three mixed-asset portfolios. Past performance does not guarantee future results. For
current performance and rankings, visit the Research and Performance section on tiaa-cref.org.
TIAA-CREF Individual & Institutional Services, LLC, and Teachers Personal Investors Services Inc.
C17460 ©2014 Teachers Insurance and Annuity Association of America – College Retirement
Equities Fund (TIAA-CREF), 730 Third Avenue, New York, NY, 10017.

Consider investment objectives, risks, charges and expenses carefully
before investing. Go to tiaa-cref.org for product and fund prospectuses
that contain this and other information. Read carefully before investing.
TIAA-CREF funds are subject to market and other risk factors.

BEST OVERALL LARGE FUND COMPANY 3
The Lipper Awards are based on a review
of 36 companies’ 2012 and 48 companies’
2013 risk-adjusted performance.
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BEYOND
GUN
CONTROL
Precluded from banning the
ownership of ﬁrearms, cities
are ﬁnding new ways to go
after gun violence.
By J.B. Wogan
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BEYOND GUN CONTROL

I

n January 2013, one month after the school massacre at
Newtown, Conn., Philadelphia Mayor Michael Nutter
stood in a U.S. Senate brieﬁng room, next to a display of
semi-automatic riﬂes, and delivered a reminder to the
reporters and gun control advocates gathered around him.
“Too many times in the last few years,” Nutter said, “mayors
have expressed shock at mass shootings. Even more frequently, many of us must cope with gun violence that occurs on
the streets of our cities day after day after day after day.”
Nutter was there to promote federal ﬁrearms legislation,
including an assault riﬂe ban and a requirement that gun dealers
conduct background checks to screen out criminals and mentally
disturbed purchasers. But as he pointed out, most of the roughly
11,000 gun homicides in America in a given year aren’t mass killings perpetrated by deranged people using military-grade weapons. They usually involve only a few people at a time, often the
product of gang feuding, personal quarrels or domestic disputes,
carried out with ordinary handguns, not semi-automatic riﬂes.
And even though gun murders have declined everywhere in
recent years, the rates
remain much higher
in the urban cores of
large metro areas.
The campaign for
federal legislation died
on the Senate ﬂoor
that spring, and only
a handful of states
imposed major new
limits on guns thereafter. That limited
success by gun control advocates underscored a truth that
Nutter and mayors all
over the country understand perfectly well: Reducing the amount
of gun violence in this country is now essentially a local issue, one
that city leaders have to pursue on their home ground. But they
have to pursue it carefully, avoiding outright bans on the possession or carrying of weapons. As a series of court decisions at various levels has made clear in the past few years, anything close to
an outright gun ban is not going to survive judicial scrutiny.
In enacting new laws against gun violence, mayors and other
civic leaders are challenging not only the courts but the strong
pro-gun sentiment that exists in most state legislatures. In the
past decade, Philadelphia alone has seen courts invalidate about
a half-dozen local gun laws, including two bans on semi-automatic riﬂes, limits on the frequency of handgun purchases (one
a month) and a requirement that gun owners be licensed before
bringing a ﬁrearm into the city. Pennsylvania courts have held that
only the legislature can pass laws pertaining to buying and owning a gun—and the legislature has shown no interest in doing so.
As a result, anti-violence activists in Philadelphia and other
cities in the country have had to get more creative in their push
to reduce the number of guns on the streets. The approaches
vary widely, from punishing reckless behavior by gun owners to

APIMAGES.COM

MAYORS
NOW UNDERSTAND THAT
REDUCING GUN
VIOLENCE IN
THIS COUNTRY
IS ESSENTIALLY
A LOCAL ISSUE.

rewarding businesses that take voluntary steps to prevent violent
criminals from acquiring guns. What these approaches have in
common, though, is a shift away from going after weapons themselves to a new focus on curtailing their unsafe use.
In Sunnyvale, Calif., for example, voters approved a measure
designed to discourage straw gun purchases, in which one person buys a gun for someone else, by imposing reporting requirements on gun owners when their ﬁrearms are lost or stolen.
Travis, Texas, decided to require that the only gun show in town
make criminal background checks mandatory for all ﬁrearms
sales. Dallas announced a new program—already supported by
state law, but not enforced—that temporarily conﬁscates ﬁrearms from people on probation for domestic violence. And in
Tucson, Ariz., the city council passed an ordinance that empowers
police to request alcohol testing of anyone they suspect ﬁred a
gun while intoxicated.
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BEYOND GUN CONTROL

Philadelphia Mayor Michael Nutter has
advocated for stricter gun controls, including
a federal ban on assault weapons.

The Tucson ordinance may invite legal challenges because
Arizona has a state law preempting local measures against
buying or owning guns. But that’s a debate welcomed by
Councilman Steve Kozachik, sponsor of the alcohol-testing
bill and another bill on reporting lost or stolen ﬁrearms. The
state might have free rein on laws about purchase and ownership, he says, but the city ought to have some say on illegal and
unsafe behavior. “If someone steals your gun, call the police.
If you’re drunk, don’t use your weapon,” he says. “This is not
anti-Second Amendment.”
While Tucson targets the behavior of gun owners, cities
elsewhere want to change the behavior of gun businesses. Last
year, the U.S. Conference of Mayors published a code of conduct
for companies in municipal pension investment portfolios.
Similarly, Philadelphia had about $15 million invested in
businesses that sell guns and ammunition, including Smith

FLICKR/SAEBARYO

The Jersey City, N.J.,
Police Department has
begun requiring ﬁrearms
companies to disclose
information about gun
disposal and background
checks in order to do
business with the city.

and Wesson, Walmart and Sears. Its pension board required
that those companies agree to conduct criminal background
checks for all gun transactions and to ensure that their business
partners—mostly gun shows and gun dealers—abide by the same
stringent standard.
Two other public pension boards in Philadelphia adopted the
same code of conduct for pension investing, and later last year
mayors in Los Angeles and Chicago announced that they, too,
would try to leverage their pension funds to force a change in
the gun industry, focusing attention on gun manufacturers that
still sold high-capacity magazines and semi-automatic riﬂes
after mass shootings in 2012. Though the pension idea gained
traction around the country, it may not yield the intended result.
Last September, more than a dozen affected companies in
Philadelphia’s portfolio refused to adopt the city’s gun principles,
prompting its pension board to divest in all of them.
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BEYOND GUN CONTROL

STATE GUN LAWS

SINCE NEWTOWN
Forty-ﬁve states have passed more than 170 gun laws since the 2012 mass school shooting in Newtown, Conn. This
map illustrates which states either heightened or lowered gun restrictions in that time. A handful of states pushed major
gun control measures, banning rapid-ﬁre riﬂes, limiting high-capacity magazines and expanding background checks on all
gun sales. At the same time, some states sought to make gun ownership easier, preempting bans and other limits by cities
and permitting people to carry guns in bars, churches and schools. Overall, 33 states heightened gun restrictions while 28
lowered them, with some passing a little of both. While the map treats all new gun laws as equal, some were broader in
scope and more likely to affect gun owners.
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BEYOND GUN CONTROL

Nonetheless, the marketplace is an increasingly attractive
aarena for cities to apply gun policy without resorting to regulattion. In January, Jersey City, N.J., Mayor Steven Fulop capitalized
on his city police department’s need to buy roughly $350,000 in
o
ﬁrearms and ammunition as a way to inﬂuence gun suppliers. To
bid on the city police contract, the companies had to explain what
b
they do with old weapons and how they comply with federal and
th
sstate background check laws. As with local ordinances on lost or
sstolen ﬁrearms, Jersey City’s questions were meant to encourage
th
the private sector to clamp down voluntarily on illegal and straw
p
purchases, both of which are ways that criminals acquire guns.
Fulop wants the market-based approach to have ramiﬁcations
beyond his own city, which is why he’s recruiting other mayors to
b
aask the same questions. Nutter in Philadelphia and Seattle Mayor
Ed Murray both say they may incorporate similar questions in their
E
departments’ next big gun purchase. “We’ve got to build scale,”
d
Fulop says. “The goal is by the end of this year to have enough
F
ccities involved that we could actually impact the dialogue through
our pricing.”
o
Separate from Fulop’s efforts, 20 cities in Florida have formed
a coalition that plans to impose new disclosure requirements in
their bidding process for police contracts. Led by the nonproﬁt
th
A
Arms with Ethics, the municipalities have committed to asking
whether manufacturers run criminal background checks on their
employees and what
they do when they
discover a retailer has
been implicated in a
gun crime. Members of
the coalition can choose
from a menu of suggested questions, but
some say they’ll ask if
gun businesses train
their employees to identify straw purchasers so
that they can avoid selling guns likely to end up
at a crime scene. Others want to know if gun
dealers maintain quarterly and annual inventories to see if any
d
ﬁrearms are missing —something that the U.S. Bureau of Alcohol, Tobacco, Firearms and Explosives can’t legally require. Taken
h
ttogether, says Casey Woods, the executive director of Arms with
Ethics, the questions encourage “things that people think are
already law, but aren’t.”
The market-based approach is too new to evaluate for impact,
but critics question whether city police departments represent
enough market share to change industry practices. Gun purchases
by city police represent a small fraction of overall gun sales in
a given year—roughly 15 percent, according to IBISWorld, a
market-research ﬁrm. Then again, police are disproportionately
inﬂuential gun consumers, argues Gregory Gundlach, a marketing

Washington, D.C.

T MARKETTHE
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BEYOND GUN CONTROL

MEAN CITY STREETS

Nationwide gun homicides have declined in recent
years. But cities’ rates of gun deaths remain signiﬁcantly higher than the rest of the country. The 63 counties
that include the urban core of metro areas with a million or more people consistently record gun homicide rates
about twice the rate of all other counties combined. The rate below represents the number of ﬁrearm-related
homicides per 100,000 residents.
8

Urban Counties in
Large Metro Areas
7

All Other Counties

# of gun deaths per 100,000 residents
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SOURCE: CENTERS FOR DISEASE CONTROL AND PREVENTION

professor at the University of North Florida who ﬁrst outlined the
Jersey City-style approach in 2010. “The purchases are made in a
static sense, but they’re also reoccurring,” Gundlach says. “Manufacturers realize that the lifetime economic value of law enforcement is pretty high because these sales aggregate over time.” Also,
he adds, the guns that police choose to buy have spillover effects
on the civilian market because average citizens often imitate
police in their purchasing decisions.

Seven years ago, Butt became an early supporter of a local antiviolence strategy that sidesteps guns entirely and focuses instead
on the people who use them. “Illegal guns have always found their
way into urban communities by some mechanism,” says DeVone
Boggan, the director of neighborhood safety in the Richmond
mayor’s office. “We need to ﬁnd a way to get these young men
not to pick these guns up, to develop the mindset that ‘I’m not
going to deal with conﬂict by using a gun.’”
With the help of a data analyst from the police department
and tips from street informants, Boggan’s office identiﬁes young
men who are suspected of being involved in a shooting—but
who have not been charged or convicted—and invites them to
join the city’s peace fellowship program. The perks of being a
peace fellow include trips outside the city or even outside the
country (destinations have included Cape Town and Dubai),
plus ﬁnancial rewards for participating longer than six months.
While those beneﬁts help recruit program participants, the real
boon is the support services available to the city’s peace fellows.
A team of older neighborhood residents—often with a criminal past—coaches the men on setting goals and mapping out
the small, speciﬁc steps needed to accomplish everything from

hortly after gun legislation stalled in Congress last year,
a spate of local homicides prompted the city council in
Richmond, Calif., to consider new municipal regulations. As recently as 2008, Richmond ranked as one
of the nation’s 10 most violent cities of more than
100,000 residents. Almost all its homicides and half of its robberies involved guns. Nonetheless, Councilman Tom Butt, a selfdescribed champion of gun control, voted against a resolution that
would have studied options for new gun regulation. California
already has some of the strictest gun laws in the country, he says,
but “it’s not enough. Regardless of what kind of gun laws you have,
people who really want to have a gun are going to ﬁnd one.”

S

GOVERNING | Sep t em b er 2 014

38

GOV09_32.indd 38

8/19/14 9:14 AM

__________Designer __________CreativeDir.
100 Blue Ravine Road
Folsom, CA 95630
916-932-1300
5

25

50

75

BLACK

95 100

__________Editorial __________Prepress
5

25

50

75

95 100

YELLOW

5

25

50

75

95 100

5

25

50

75

MAGENTA
CYAN

95 100

Page #

__________Other ____________OK to go

BEYOND GUN CONTROL

SOME CITIES
SAY AN INTENSE
FOCUS ON A
FEW VIOLENT
RESIDENTS
MIGHT BE THE
BEST WAY TO
REDUCE GUN
DEATHS.

obtaining a driver’s license to applying for
college. A caretaker accompanies the fellows through the maze of social services
that they may need to stabilize their lives,
from housing to drug addiction counseling. Finally, every fellow takes classes on
anger management.
Boggan’s holistic approach to gun
violence started in 2007. As of this past
July, the program had recruited 68 peace
fellows, with 25 completing the full 15
months. Fifty-seven had avoided being
charged with a ﬁrearm assault since joining. All but three were still alive. The public image of the peace fellowship received
a boost in January when the police department reported that 2013
saw the lowest number of annual homicides in three decades.
Since the program’s launch, other cities in California and
around the country have called Boggan for advice on how to
introduce a peace fellowship in their own jurisdictions. Public
safety officials express excitement about the approach, he says,
but by the end of the discussion they’re pessimistic about replicating the fellowship. “The challenge,” Boggan says, “is being able to
go back home and sell this idea of providing positive resources to
individuals who have often committed heinous crimes.”
Indeed, it’s an open question whether other cities will want
to use a Richmond-style program as a road map for tackling

gun violence. One of the model’s biggest assets, says Angela Wolf, a community psychologist studying the program,
is long-term intensive mentoring that
extends beyond the fellows’ graduation.
At least two years later, former fellows
still call their mentors for advice about
how to handle a conﬂict or career decision. The model requires a major investment of time and money to turn around
the lives of a small number of residents.
Nonetheless, Boggan argues that
supporting a few violent residents with
human resources might be the most efficient use of tax dollars. When the city
hired Boggan in 2007, it faced a $24 million structural deﬁcit,
much of it driven by expenditures of $6 million per year for
law enforcement. Like most cities, Richmond had responded to
spikes in violent crime by hiring more officers and putting violent people in jail. That was expensive, and it wasn’t doing much
to solve the problem. “If you look at most cities where the public safety budget is going through the roof, it’s justiﬁed by the
actions of a relatively small group of men doing a lot of damage,”
Boggan says. “We have to identify alternative solutions that are
much more responsive.” G
Email jwogan@governing.com
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New York’s top judge
insists there’s more
to the job than
presiding in court.

BENCH
Chief Judge Jonathan
Lippman in his
Manhattan ofﬁce
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CRUSADER
By Liz Farmer
Photographs by Todd Plitt
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BENCH CRUSADER

J

onathan Lippman has spent more than four decades
working in New York’s state courts. For much of
that time, he has been a sort of inside agitator, not
only hearing cases and managing workloads but also
pressing to change the way the whole court system
functions. Now, as the state’s chief judge, Lippman is
as much a crusader as ever.
These days, the 69-year-old is crusading to get legal representation for those who can’t afford it. The federal Constitution
guarantees criminal defendants access to a lawyer, but not for litigants in civil cases. Each year thousands of New Yorkers suffer
the experience of showing up in court for a civil case and having
no counsel to turn to. Most of these people are poor. They typically face threats such as eviction, the denial of parental custody
or the loss of government beneﬁts such as disability pay. Many
times, they are being sued by a collection agency over a debt they
didn’t know they had. New York City’s Legal Aid Society turns
away three out of four people who come seeking help in civil matters because the nonproﬁt doesn’t have the money or staffing to
represent them.

action than that. Most recently, he has induced the New York
court system to require that starting next year, law students must
log 50 hours of supervised pro bono work before being admitted
to the state bar.
The move has caught the attention of other states. Since
Lippman proposed the rule in 2012, courts in California, Montana and New Jersey have recommended the same requirement.
This past March, the American Bar Association took a step toward
recommending that Lippman’s rule be an aspirational standard
for the nation’s law schools.
Other states have come up with their own strategies to close
the access-to-justice gap. Texas’ chief justice has negotiated
higher payments into the fund that pays for that state’s legal service providers. Washington state has approved a new category
of “low-bono” legal technicians to help needy civil litigants.
“Without that really kind of bold leadership from Lippman,” says
Nebraska Chief Justice Michael Heavican, who heads the Conference of Chief Justices, “the rest of us would not have the courage
to try the things we’re thinking about trying.”
Several years ago, the Conference of Chief Justices issued a
resolution calling on every state to have an “access to justice commission.” In 2012, the conference recommended that in-house
counsels at businesses and corporations be allowed to work pro
bono, even if they are not licensed as lawyers in the state where
they are employed. Eight states (including New York) have
enacted a mandatory reporting requirement for pro bono service,
which has resulted in an increase of donated hours.
These are exactly the things Lippman wants to see. In his view,
“being a little bit of a provocateur is a good thing for the judiciary.”
His approach to an institution bound by precedent is that the judiciary should go beyond simply deciding cases fairly. It should be
an incubator for ideas that make the system function better for
everyone using it. And it should work to make courts open and
navigable for citizens of every income level.

The experience with
problem-solving
courts laid the
foundation for what
has become Lippman’s
hallmark as chief
judge: a determination
to use creativity and
experimentation as
welcome tools in the
judicial system.

I

n the mid-1990s, under the direction of then-Chief Judge
Judith Kaye, some New York City courts began a pilot program that created specialized courts to address the growing
drug problem. This was at the height of the war on drugs,
and the city’s courts and prisons were being overrun with
offenders. Kaye directed Lippman, who was then deputy
chief administrative judge, to develop a program that offered
treatment rather than jail for many drug offenders. It was the
beginning of what today are commonly known as drug courts,
the ﬁrst of New York’s so-called problem-solving courts.
At the same time, Lippman helped establish the Center for
Court Innovation, a research and development arm for the state’s
courts. The center’s ﬁrst push was for additional problem-solving
courts to address other issues besides drugs. These courts, which
are typically one or two dedicated courtrooms in a courthouse, are
now commonplace throughout the country. They handle cases
that deal with mental illness, domestic violence and veterans’
welfare, among other issues. The focus is on outcomes—reducing
incarceration and increasing the use of job training, counseling
and rehabilitation.

It’s not just a New York problem. The nation’s courts are
loaded with civil litigants who can’t afford lawyers. New York
differs from most other states only in the sheer number of
its unrepresented—and in the steps it has taken to deal with
the situation.
During his ﬁve years as chief judge, Lippman has argued
that legal services for the poor are actually a money saver for
the state because they cut down on the delays that uninformed
participants force into the system. A task force he established has
asserted that for every $1 invested in legal services for the poor,
$5 is returned to the state. But Lippman has taken more forceful
GOVERNING | Sep t em b er 2 014
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BENCH CRUSADER

L

Problem-solving courts have their detractors. Candace McCoy,
a criminal justice professor at City University of New York, argues
that judges are not trained therapists. Yet problem-solving courts
cast them as social workers, doling out addiction treatment, mental health counseling or community service hours. Additionally,
she says, the option of treatment or jail doesn’t leave most offenders with much of a choice. “The person is invited to plead guilty
and go to treatment, and if you don’t plead guilty [and are convicted] you go to jail,” she says. “It’s coercive.”

ippman was a court administrator for nearly two
decades before he became a senior judge, and his
early experience has given him a reputation as a master negotiator. By the time he was appointed chief
judge in 2009, the phrase “you’ve been Lippmanized”
had become commonplace at the Court of Appeals in
Albany. “He just had this ability to persuade you to the rightness
of a particular idea,” says Cameron Moxley, one of his former law
clerks. “When you were going into a conversation on the other
side, you’d leave the conversation thinking, ‘How could I have
ever thought otherwise?’”
As chief judge, Lippman has found his administrative experience helpful in furthering his judicial reform agenda. The mandatory pro bono rule for new lawyers overcame initial skepticism
after a committee worked with law schools to explain how the
rule would be implemented. Other initiatives have been put in
place with surprisingly little opposition. Those include a plan
Lippman came up with early in his chief judge tenure, to create
a task force on wrongful convictions that would examine cases
decided incorrectly in the state and look at what the implications
might be for criminal justice policy. Unlike in other states, the
Wrongful Conviction Task Force is a permanent feature of New
York’s judicial system. It collects, processes and shares data on
wrongful convictions.
In civil matters, Lippman has pushed through or advocated a
number of changes aimed at beneﬁting consumers. New foreclosure rules, passed after the housing collapse of 2008, require banks
in their initial ﬁling to include a certiﬁcate declaring a reasonable
basis for the foreclosure. They also shorten the number of days
banks have to prove they notiﬁed the homeowner from 120 days to
20. This year Lippman changed the rules in consumer debt cases
as well. It is harder for debt collectors to win default judgments
because, for example, collectors must now submit documents
detailing the chain of debt ownership. And to solve the common
problem of consumers who are unaware they are being sued, collectors have to give the court a stamped envelope with the consumer’s address. The court then sends out notice of the suit.
Borrowing from other courts is also a Lippman tactic. This
year, in a further effort to deal with the problem of legal representation for the poor, New York City launched a pilot program for
indigent litigants modeled after the United Kingdom’s Citizens
Advice Bureau. So-called “court navigators,” trained non-lawyer
volunteers, are helping unrepresented residents in Brooklyn
Housing Court and in certain consumer debt courts with ﬁlling
out paperwork and accessing services they need. They may not
address the court for the litigant but they can answer questions
if asked by a judge.
Lippman has not reached the end of his list of reforms, but he
is acutely aware of the fact that he will reach the state’s mandatory
retirement age next year. He says the deadline is merely a reason
to work harder. “My job is not to sit around and talk about things,
my job is to take an idea and make it a reality,” he says. “You’ve got
to be a leader—you have to grab the pulpit and use it.” G

In Lippman’s view, “being a little bit of a provocateur is a
good thing for the judiciary.”

But New York’s success in crime ﬁghting is hard to ignore—and
the supporters of problem-solving courts say these courts have
played a key role. The state’s overall crime rate and prison population have both dropped over the last decade, each by an impressive 15 percent. Although the nation’s crime rate has also dropped
during the same period, that has not been true of its prison count.
The experience with problem-solving courts laid the foundation for what has become Lippman’s hallmark as chief judge:
a determination to use creativity and experimentation as welcome tools in the judicial system. “That changed everything
for me,” Lippman says. “I got the passion—this whole idea
of doing justice and pursuing justice on such a broad scale. It
fascinated me.”

Email lfarmer@governing.com
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BY
CHANGING
HOW THEY
PAY FOR E
THEM.

rin Fair Taylor’s job isn’t easy.
That’s because every day, she
must ﬁgure out how to pay
doctors. Taylor works for
CareOregon, which is playing an active part in Oregon’s
effort to overhaul its Medicaid system. As such, it’s her
job these days to ﬁnd a way to
spur physicians toward lowering costs for care while maintaining
a high quality of care. As she’s been talking with doctors, Taylor
says, “many of them see the beneﬁt” of what the state is trying to
do. But also, she adds, there’s fear.
Oregon is among a handful of states leading its Medicaid system into a new era. Traditionally, states have provided Medicaid
beneﬁts using a fee-for-service system—an approach critics say
encourages providers to administer more services, often unnecessary ones. As a result, states over the past two decades have been
implementing managed care organizations (MCOs), in which

By Chris Kardish
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FIXING MEDICAID

people receive most or all of their Medicaid services from an organization under contract with the state. Under these systems, a
state pays a ﬂat, capitated rate per beneﬁciary to the managed care
organization. The concept makes state costs more predictable.
But in many cases managed care is still driven by fee-for-service
payments. The simple difference is that it merely shifts the bills
from the state to the health plan.
So now, states are looking for yet another way to compensate
health-care costs. In so doing, Oregon and a few other states are
following the push toward accountable care organizations (ACOs).
The idea is to actively involve doctors in lowering costs and maintaining quality service. That is, health-care providers will take on
some of the ﬁnancial risk and thereby control care costs.
At a basic level, an ACO gives doctors, hospitals and clinics
the responsibility to provide care for a group of patients within a
speciﬁed budget. If health-care providers better coordinate care
to provide good quality for less money, they can share in the savings. ACOs started out as mostly a private-sector phenomenon.
As recently as 2010, there were only 41 such practices in existence. Today, that number has exploded to at least 600. ACOs have
already started to take root in Medicare; now they’re making their
way into Medicaid.
All states will inevitably have to ﬁnd ways to reform how
they pay for Medicaid services. For many, it will be within their
existing system of managed care. Those systems are expected to
grow, encompassing 75 percent of all Medicaid enrollees by 2015
as states expand the program under the Affordable Care Act or
place new categories of patients in managed care. Given that, it is
not surprising that some states are beginning to look for a better
way to pay for care. Right now, that way is looking like accountable care organizations.

sharing change as strengthening the system’s focus on long-time
priorities, such as reducing hospital-acquired infections.
Risk-sharing between doctors and payers is a key element of
accountable care organizations. It is one reason Medicaid managed care companies haven’t been as keen on the ACO model.
The doctors they work with often can’t see the upside, given
the program’s low reimbursement rates and the inherent challenges of caring for a low-income population. A few Minnesota
MCOs are open to the idea of shared-risk arrangements, but they
are unable to align their arrangements with the state because
the state contracts are conﬁdential, says Geoff Bartsh, the vice
president of state public programs at Medica, Minnesota’s second-largest insurance company. In the short term, Bartsh views
Medica’s Medicaid role as providing ACOs with data on medical utilization and helping them keep track of their populations
so they can push their deals with the state in the direction they
want. “For some of them that will be, ‘We want to take risk and we
want your help managing the population,’” he says. “Others won’t
be ready to go there, and it will be baby steps aligning quality
with incentives.”
As for how Minnesota’s overall experiment with ACOs and
downside risk is going, it’s too soon to tell. But the six integrated
health systems that took part in 2013 spent $10.5 million less than
projected. Five of them are phasing in downside risk this year.
To be sure, there’s plenty of skepticism about ACOs and their
ability to tame costs. Some of it stems from the lack of success in
past efforts to align physician groups and hospital systems. Reputable studies have found mixed results and decreasing returns
among efforts to pay doctors for performance.
To Medicaid Health Plans of America, a trade association, the
biggest question is how managed care organizations or the state
will share risk for costs and quality. In order for ACOs to lower
costs in the long term, they’ll have to take on the kind of risk that
managed care plans assume with their capitated payments, says
Jeff Myers, the group’s president. “The ACO provider-centric
model is something we can work in coordination with, but it ultimately won’t displace the MCO model.” That’s because MCOs are
still better at letting states predict future costs, he says. Moreover,
paying MCOs a ﬂat rate actually helps encourage them to innovate. “Fully capitated risk drives innovation, because [the plans]
are on the hook for all the money. It would be interesting whether
you could see a full risk-based ACO model work.”
Oregon is probably the closest to ﬁnding out. The state is
unique in that most of its 15 original ACOs grew out of what were
previously the state’s MCOs. In many cases, these plans took leading roles in building new networks with the doctors that serve a
region. Some plans have ownership stakes in the new ACOs and
perform many of the administrative functions they did before. But
they are also driving integration of different medical services and
building case management structures through primary care teams
that are incentivized to sign up Medicaid patients.
Oregon withholds 2 percent of payments to distribute at the
end of the year based on whether the ACO meets a predetermined set of quality measures. In terms of moving away from
fee-for-service at the provider level, however, the state is really
just beginning. MCOs like CareOregon are talking with hospitals

innesota is one of the leaders behind the accountable care movement. It launched an initiative in
2013 to test ACOs in Medicaid. For the ﬁrst year,
the set-up was pretty straightforward: The state
let provider groups set risk terms they were comfortable with. Any savings realized were shared
with those ACOs that came in under budget—that is, those that
provided care for less than the targeted amount. This year, some
larger health systems may have to pay the state back if they go
over budget.
Managing that risk is much easier for larger providers, with
several revenue streams and control over every segment of care.
That’s why the state isn’t requiring smaller practices to take on
“downside risk”—where systems can actually lose money if they
exceed an agreed-upon level of spending. The larger systems that
are taking on downside risk in the second year are building toward
a 15 percent goal—meaning they split savings or overages with the
state up to 15 percent above or below their spending goal. “[In the
ﬁrst year,] they wanted to ease us into it so they could increase
the trust level that would allow us to take risk in the following
year,” says Greg Klugherz, the chief ﬁnancial officer at St. Cloud
Hospital, a facility 60 miles northwest of Minneapolis. Klugherz
acknowledges that the ﬁnancial exposure of downside risk would
be a fairly small part of St. Cloud’s revenue, but he sees the risk-

M
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FIXING MEDICAID

about bundled payments and forms of capitation for primary care
doctors. What that would actually like look is harder to say. For
instance, how much ﬁnancial accountability can a primary care
doctor shoulder for, say, a patient who is later admitted to a hospital for a costly procedure? Issues like that could require the plan
to assume some of those costs, says Taylor, the plan’s director of
coordinated care partnership and development.
Considering that health systems often operate on ﬁxed budgets, there’s already risk built into Oregon’s model, along with
common quality metrics, notes Evan Saulino, president of the
Oregon Academy of Family Physicians. What Oregon’s ACOs
really need now—and what they are starting to do—is to invest
an additional per-member allotment to primary care doctors, who
are taking an active role in managing their patients’ health.
Primary care is seen as the backbone of ACOs: Getting a
patient’s primary care right can help avoid additional costs down
the road. In 2013, spending on primary and preventive services
in Oregon was up 20 percent but emergency room use was down
17 percent. “The idea was to support the places that led to the
savings in the ﬁrst place, so if they’re getting lots of people into
primary care homes or getting people mental health access, then
some of the money should go to continue that work,” Saulino says.
“That’s not necessarily roundly reimbursed work under the old
system of payment.”
The idea of giving doctors a small, additional per-member
fee actually originated with Colorado, which started offering

$20 per member each month to its ACOs, with $4 of that going
directly to primary care practices. The state has since been withholding a small portion of that for performance targets such
as reducing high-cost imaging or ensuring timely enrollment
of patients. Colorado’s upside arrangement carries little in the
way of real risk. Providers are still paid on a fee-for-service basis
with the extra money coming from the federal government.
But so far it has served the state well, helping net $6 million
in savings last year.
It’s a system that better ﬁts Colorado’s skepticism toward
tightly capitated care, which stems from a major fallout with
MCOs in the mid-2000s. “[The ACOs] are helping manage services while improving quality and controlling costs,” says Laurel Karabatsos, the state’s deputy Medicaid director. “Hopefully
because we’re paying them for quality they won’t have that incentive to ration care.”
The bottom line, these states say, is that the best way to drive
down the costs of health care is to refocus what it is they’re paying
for—reimbursing for outcomes rather than services provided. And
making physicians an active, accountable part of that equation
could be the key to making those efforts succesful. G
Email ckardish@governing.com
It’s possible to transform within existing systems. Read about
Tennessee’s current efforts to rework Medicaid managed care at
governing.com/ﬁxingmedicaid
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How an all-but-forgotten neighborhood in Cincinnati
was brought back to life with a lot of money and a
little luck. By Alan Greenblatt
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P

eople going to the symphony in Cincinnati used to
feel like they were taking their lives into their own
hands. The massive Music Hall sits across from
Washington Park, which until recently was best
known as a good place to score and shoot up heroin.
Police would sometimes station themselves every 25
feet along Elm Street after concerts to prevent music lovers from
having to go from hearing Mahler to being mugged.
The scene is completely different these days. Students from
a neighboring arts high school were hanging out on the steps of
the park’s bandshell on a recent Thursday afternoon, while city
workers set up tables and tents for the weekly “yappy hour” for
dogs. Younger kids performed cartwheels or raced down slides
on playground equipment made to look like medieval fortresses.
“I was there one night with my mother and mother-in-law and
thinking to myself that as recently as four years ago, neither one
of them would be caught dead in that park, let alone at 10 o’clock
at night,” says local attorney Eric Cross.
Washington Park has undergone an $8 million renovation, but
that represents a minor facelift compared to what’s been going
on in the rest of the neighborhood. Cincinnati’s Over-the-Rhine
section, which lies directly north of the city’s downtown, has seen
a half-billion dollars’ worth of investment over the past decade,
resulting in one of the most remarkable urban transformations
of recent times.
Due to earlier population loss, the rehab has avoided the usual
arguments about gentriﬁcation: There was almost no one to drive
out. “We were able to do this because everything was boarded up
and hardly anyone was living there,” says City Councilman Chris
Seelbach, who lives in the neighborhood. And although Cincinnati’s politics are notoriously parochial, the whole city has embraced
Over-the-Rhine’s success. Instead of being seen as a boondoggle
only helping out one part of the city, the neighborhood is now
viewed as an asset that’s helping the whole city to change both
its image and its fortunes.
Like a hopeful suitor, Cincinnati is making itself more attractive to young people who have ﬂed the city in recent times, as well
as big corporations. When General Electric recently announced
plans to open a $90 million downtown facility that will bring in
1,500 jobs, local officials celebrated it as the latest proof that their
strategy of investing in older parts of the city could pay off in a big
way. “I can’t remember the last time an employer announced that
many jobs,” says Michael Jones, an economist at the University
of Cincinnati.
No one would have expected Over-the-Rhine to become a selling point for the city. It was the scene of race riots in 2001, which
led Reason magazine to describe the district as “ground zero in
inner-city decline.” Actually, the riots simply accelerated the type
of decline and disinvestment that had already plagued the area for
decades. Just a few years ago, it was considered one of the most
dangerous neighborhoods in the country. Now, it’s become a fashionable urban playground. The change has been so rapid that for
undergraduates at local colleges, Over-the-Rhine has gone from
no-go to must-go in the time they went from being freshmen to
seniors. A few blocks of Vine Street have become a major dining
destination, with waits for tables sometimes stretching toward

Once one of the
most dangerous
neighborhoods in the
country, Over-theRhine has become
a fashionable urban
playground.

Many of the stillempty century-old
architecturally significant properties are
covered with painted
fronts demonstrating
their future potential.

GOVERNING | Sep t em b er 2 014

52

GOV09_50.indd 52

8/15/14 10:44 AM

__________Designer __________CreativeDir.
100 Blue Ravine Road
Folsom, CA 95630
916-932-1300
5

25

50

75

BLACK

95 100

__________Editorial __________Prepress
5

25

50

75

95 100

YELLOW

5

25

50

75

95 100

5

25

50

75

MAGENTA
CYAN

95 100

Page #

__________Other ____________OK to go

QUICK-CHANGE ARTIST

The Cincinnati Music
Hall serves as a
backdrop for Washington Park, which
was completely overhauled at a cost of
$8 million.

Neighborhood historian Mike Morgan
calls Over-the-Rhine
one of the “most
signiﬁcant urban historic districts in the
United States.”
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the two-hour mark. “When I was in college, I would not go out
frozen in a moment,” says Mike Morgan, author of the 2010 book
in downtown Cincinnati,” says Allie Honebrink, who works for
Over-the-Rhine: When Beer Was King.
the Cincinnati Ballet. “Now when I’m going out with friends, it’s
Morgan calls it “one of the largest, most signiﬁcant urban
‘Where in Over-the-Rhine are we going to go?’”
historic districts in the United States”—slightly bigger than the
It is not uncommon for neighborhoods to languish for decades
French Quarter in New Orleans. Yet the city never seemed to
before suddenly popping and becoming fashionable seemingly all
appreciate what it had. Instead, Over-the-Rhine became a dumpat once. Many of them boast streets where wig shops and fasting ground for the poor, proﬁtable almost exclusively to landlords
food parlors give way to hip clothing boutiques, raw juice bars and
who got tax credits for sheltering them. “One out of every four
stores selling pricey but uncomfortablelooking furniture. But perhaps nowhere
in the country has that transition been
as swift as in Over-the-Rhine. “The
breadth and the rapidity of the change is
so remarkable,” says Mayor John Cranley, “that certainly in Cincinnati it’s the
most dramatic and positive urban development in 50 years.”
It’s not stopping. A new streetcar
line is knitting Over-the-Rhine together
with the central business district as
well as the stadiums down by the Ohio
River. There’s plenty of room for further
development to take advantage both of
the new transportation connection and
the neighborhood’s recent ﬂowering.
A $500 million
In fact, it hardly takes any imagination
investment, partly
at all to see which buildings could be
paid for by the city’s
spruced up next. In an unusual touch,
many empty properties are covered with
major corporations,
painted fronts that show how cute and
made the neighborcharming they might look once they’ve
hood transformation
been rehabbed.
possible.
But now, with the area having
arrived, desirable not only for diners
and drinkers but also condo dwellers,
units was very low income—nonworking, welfare-dependent
some people in Cincinnati are wondering whether it’s time to
folks,” says Jim Tarbell, a developer and former member of the
share the wealth, ending the city subsidies artiﬁcially inﬂating
city council.
the market and easing back on the dominant role played by the
leading development corporation. “Without a heavy hand and a
What was once one of the densest neighborhoods in the
centralized body, it might not have happened at all, but at some
country emptied out. Over-the-Rhine’s population was down to
point normal market function needs to be resumed,” says Wade
about 7,000 in 2000—96 percent of them renters—from a high of
Dent, a real estate broker and developer. “There’s a time and a
50,000. It was a place of rot, with buildings either collapsing into
place for subsidy, to stimulate the development of an area, but
the street or threatening to do so. In 2005, there were nine times
you’ve got to know when to stop it. And power and greed make it
as many violent crimes and robberies than the average for other
Cincinnati neighborhoods. Morgan compares the area a decade
hard for that to happen.”
ago to “Hamsterdam,” the ﬁctional section of Baltimore on “The
ver-the-Rhine got its name almost as a joke from the
Wire” that police allowed to become an open-air drug market, as
ﬁrst German settlers who moved to the area, which
long as dealers stayed within its conﬁnes. “You could really do
lay north of a canal that is now a main roadway. “The
anything you wanted,” says Morgan, who says he witnessed one
settlers were pushed out of downtown and over the
person get killed and others shot in the area. “You could walk
canal,” Seelbach says. “They founded this neighbordown the street with a joint in one hand and a beer in the other
hood and really built the structures.” Indeed, with
and everything was cool, because they wouldn’t arrest you.”
few exceptions, the neighborhood’s building stock—Queen Anne,
Locals still chafe at the description of the protests that folItalianate and Greek Revival—still consists of properties put up
lowed the police shooting of an African-American teenager
by German-Americans between the ﬁrst wave of their immigrain April 2001 as “riots,” but those several days of unrest, while
tion in the 1830s until World War I. “Architecturally, it’s kind of
conﬁned to a few square blocks, did incalculable damage to the

O
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neighborhood’s image. “The bad press did more damage than the
in Cincinnati, always wanted to open a restaurant, but saw little
riot itself,” says Tarbell, who still mourns the fact that CNN was
chance of that happening in Over-the-Rhine when he moved
so quick on the scene with its cameras.
there about six years ago. A few people were rehabbing apartBut the events also led to some good. For one thing, Cincinments, but there weren’t any retail outlets or restaurants to
speak of yet. He planned to move to Chicago or Denver or some
nati police made a concerted effort to improve relations with
other large city, but he was quick to notice and take advantage
African-Americans. And the top leadership of the city’s major
of the change once it started to happen. “A lot of the people who
corporations—Procter & Gamble, Kroger, Fifth Third Bank and
Macy’s, among others—decided they couldn’t tolerate a dysfuncopened up the businesses three years ago became friends, we all
tional neighborhood right on the doorstep of downtown. These
help each other out a little bit,” says Nguyen, who now co-owns
companies put up millions of dollars to help fund the Cincinnati
a busy restaurant on Vine Street called Quan Hapa that features
Center City Development Corp., known as 3CDC. In addition, the
upscale takes on Asian street food. “We’ve come pretty far in a
city created tax increment ﬁnancing districts that used property
short amount of time.”
tax dollars from downtown to invest in economic development
Just a couple of blocks north of his restaurant you’ll ﬁnd
in Over-the-Rhine. That’s what paid for most of the renovation of
reminders of how derelict Over-the-Rhine used to be. Even in
Washington Park. “As a clear object lesson for other cities around
a city riven with rivalries between its 52 neighborhoods and the
the country, it’s not like you can wave a magic wand and just say,
separate worlds of its east and west sides, everyone recognizes
‘Well, now we’re a tolerant city and we welcome entrepreneurs
that the development that’s occurred so far has been a success.
and therefore people are just going to show up,’” says Cranley.
Not far from Quan Hapa, Gwendolyn Hill still runs, as she has for
“No, it took $500 million in investment.”
a decade, what you might describe as a traditional sort of Over3CDC dominates Over-the-Rhine, rehabbing buildings and
the-Rhine enterprise, selling clothes and cologne from a folding
handpicking tenants for them—not just the retailers and restautable along the sidewalk. She says she likes what she’s seen. “It
rateurs, but the law and architecture ﬁrms that have come in.
needed a change,” she says. “It does some good for the neighborThe neighborhood, which was marred by hundreds of vacant
hood, making them want to take care of their property.” G
properties just a few years ago, is now home to a Pilates studio,
Email agreenblatt@governing.com
a shop selling vintage posters and a venture capital ﬁrm called
The Brandery. The neighborhood,
which was a major beer-making center
before Prohibition, is seeing a revival of
craft brewing, with great old Cincinnati
names coming back and a Sam Adams
®
facility nearby. “The breweries in Cincinnati are starting to make a name for
themselves downtown, bringing back
the history,” says Jack Heekin, co-owner
of a new bar in Over-the-Rhine.
3CDC has something akin to a
monopoly throughout stretches of the
neighborhood; it will decide when and
if those pretty painted facades turn into
real projects. Meanwhile, the parts of
DOCTORATE OF BUSINESS ADMINISTRATION
Over-the-Rhine where 3CDC is less
active, north of Liberty Street, remain
SEE AN ONLINE CLASS DEMO AT:
pretty much moribund. “What’s hapbaker.edu/online-demo
pened is they’ve effectively gotten a
ONLINE
100% ONLINE
NOT-FOR-PROFIT
ORIENTATION
365/24/7
AND AFFORDABLE
monopoly on the market,” says Morgan,
CALL: (800) 469-4062
COURSE
the neighborhood historian and activVISIT: baker.edu/grad-studies
ist. “They do things when they want to
do them, when it ﬁts their schedule and
LIFETIME
their bottom line.”
NATIONALLY
REGIONALLY
EMPLOYMENT
RECOGNIZED
ACCREDITED
ASSISTANCE
Even Morgan and other critics,
though, acknowledge that a neighborhood that was both as challenged and
as promising as Over-the-Rhine needed
An Equal Opportunity Affirmative Action Institution. Baker College is accredited by The Higher Learning
Commission and is a member of the North Central Association / 30 North LaSalle Street, Suite 2400, Chicago,
3CDC, or some entity like it. Its sucIL 60602-2504 / 800-621-7440 www.ncahlc.org. Baker Center for Graduate Studies’ MBA program is also
accredited by the International Assembly of Collegiate Business Education (IACBE).
cess is clearly attracting activity. Duy
Nguyen, who spent part of his childhood
6494BCO
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The Big Squeeze

45

Larger metro areas experience some of the highest income
inequality. Since the Great Recession, it’s only gotten worse.

B

ig metro areas such as Boston and
New York are home to some of the
nation’s highest-paying jobs and most
afﬂuent neighborhoods. At the same
time, these places have high rates of poverty.
So it’s perhaps not surprising that the nation’s
larger metro areas have the highest rates of
income inequality.
Multiple studies have noted this phenomenon. But more recent data suggests that, in the
aftermath of the Great Recession, many of these
regions saw the income gap widen even further.
One measure the Census Bureau uses to
compute the level of income inequality among
households is known as the Gini coefﬁcient.
Comparing 2007 and 2012 data reveals that
the Gini coefﬁcient climbed slightly in most of
the country’s 52 metro areas with more than
a million residents. In fact, it rose faster in the
largest metro areas than it did in the nation as a
whole. In 29 metro areas, the increase was large
enough to be considered statistically signiﬁcant,
while only Buffalo saw a statistically signiﬁcant
decline in income inequality.
Large metros have higher rates of income
inequality mostly because they tend to attract
more residents at the extreme opposite ends of
the economic spectrum. Big cities often draw
wealthy residents to high-paying industries; at
the same time, these metro areas may offer the
poor their only shot at affordable housing within
a region. That sets up a wide income disparity
that’s less prevalent in smaller cities, says Alan
Berube of the Brookings Institution’s Metropolitan Policy Program. “You have this enormous
distance between people at the top and people at the bottom that is less characteristic of
smaller cities,” he says.
As inequality has worsened, some big-city
mayors are rallying support for initiatives aimed
at helping the poor. Seattle Mayor Ed Murray created an income inequality advisory committee
that crafted the city’s minimum wage legislation.

New York Mayor Bill de Blasio and Boston Mayor
Martin Walsh, who both campaigned on the
issue, are leading a new inequality task force
convened by the U.S. Conference of Mayors.
In the past, much of the dialogue around
inequality remained conﬁned to the federal level
—where many believed it could be broadly
addressed. Now, Democrats are pushing the
issue in the lead-up to the midterm elections
later this year. Republicans, meanwhile, often
counter that wage inequality is not a problem
that requires governments to intervene; many
contend that it’s a matter of boosting individual
skill sets so people can move up to higherpaying jobs.
Regardless, Washington remains gridlocked
for now. At the local level, Berube says ofﬁcials
simply don’t have the tools to reduce income
inequality in any signiﬁcant way on their own.
Local governments can, though, work to expand
access to affordable housing and provide workforce training. “The antidote to inequality is building a stronger middle class and having pathways
to the middle class,” Berube says. Localities
should focus on attracting jobs that pay well and
investing in education early, he says.
For the most part, those on the lower rungs
of the economic ladder were hit hardest by the
recession. Since 2007, the Census’ current population survey data indicates that the inﬂationadjusted mean household income fell 10 percent
for the lowest ﬁfth of the income distribution. For
the top ﬁfth, the decline was only 2 percent, while
incomes for the top 5 percent remained about
the same.
Several metro areas with the highest income
inequality are found in Florida, a state that suffered severe job losses during the recession.
Much of the state’s economy is tied to either lowwage jobs, such as agriculture or tourism, or to
jobs in real estate and construction, two areas
that incurred deep cutbacks when the housing
bubble burst.
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In Tampa, Mayor Bob Buckhorn wants to
incentivize the growth of other sectors where
the state enjoys an advantage, such as defense
contracting and biotech. “I think we have
changed our economic DNA,” he says. “Moving
from the low-wage jobs will allow us to eventually narrow the gap.”
Buckhorn views President Obama’s public
statements on inequality as a “call to action.”
While Tampa can’t tackle wage inequality in the
way that Washington can, it has taken other steps
to prop up lower-income residents. The Tampa
Housing Authority recently opened its second
new mixed-use affordable housing development, with a third complex set to open next year.
Tampa has also worked to boost women- and
minority-owned businesses, revamping the permitting process and making it easier for those
businesses to win city contracts.
But bridging the divide, Buckhorn says, will
take more than putting a roof over people’s
heads. “If you aren’t providing job training, a GED
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| BEHIND THE NUMBERS
By Mike Maciag

Where Inequality Is Worst
This map shows the 2012 Gini coefﬁcient, computed by the U.S. Census Bureau, for all metro areas with more than
1 million residents. Higher numbers represent greater household income inequality.

44
46

43

48

45
46

45

46

47
48

48

44

48
45

47
46

44

45

46

51
NEW YORK/
NORTHERN NEW JERSEY/
LONG ISLAND

47
46

46

44

46

44
44

47
47

48

48
47
48
44

48

50

46
48

46

46
48

NEW ORLEANS/
METAIRIE/
KENNER

MIAMI/FORT
LAUDERDALE/
POMPANO BEACH

Metro areas with highest 2012 income
inequality shown in red.
or higher education,” Buckhorn says, “then you
really aren’t solving the problem.”
A high-proﬁle study published last year by
economists at Harvard University and the University of California, Berkeley, assessed the extent to
which children in lower-income families move up
the income distribution ladder later in life, ﬁnding

SOURCE: U.S. CENSUS BUREAU, 2012 AMERICAN COMMUNITY SURVEY

50

substantial differences across regions. Salt Lake
City and Pittsburgh, for example, had the highest
intergenerational upward mobility of all larger
metro areas.
In the Southeastern U.S., though, it’s a much
steeper climb. Areas with high mobility were
correlated with areas experiencing less income

inequality and residential segregation. These
areas also had better schools, social capital and
family stability. G
Email mmaciag@governing.com
See more data at governing.com/
incomeinequality
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| SMART MANAGEMENT
By Katherine Barrett and Richard Greene

Queueing Up
When waiting lists are mismanaged, disasters can happen.
overnment waiting lists made
headlines in May when the
inspector general for the
U.S. Department of Veterans Affairs (VA) blew the whistle on the
agency. Some 1,700 veterans at its Phoenix hospital who believed themselves to
be on the medical facility’s waiting lists
were not.
Worse, that was just the tip of the
iceberg. Apparently several VA facilities
across the country had mucked around
with their waiting lists to make it appear
that veterans were receiving services in
quick and efficient order, which, as we
learned, was not remotely true.
It struck us at the time that perhaps
the VA wasn’t the only agency experiencing waiting list challenges. We looked into
entities at the state and local levels and
discovered that this is an area in which
many agencies fall short in their managerial oversight. Fortunately we heard
of nothing that went to the extremes of
the VA’s situation. However, the problems and shortcomings were certainly big
enough and widespread enough to merit
more attention.
Of course, there would be less need
to worry about managing waiting lists
fairly and effectively if the states were

able to provide their service agencies
with enough funding to take care of anyone in need. But that’s frequently not the
case. And so waiting lists become necessary, many of which are susceptible to
mismanagement.
Consider Kansas, which suffers such a
gap. Let’s say someone is on the waiting
list for several Medicaid services and the
state’s Medicaid office is able to provide
them with only a portion of those services.
You would think that the state would keep
track of the remaining services these
recipients need—a secondary waiting
list of sorts. But that’s not how it works.
Once a patient receives one service, they
are dropped from the waiting list. The
result: “You get them off the waiting list,”
says Scott Brunner, senior analyst at the
Kansas Health Institute, “but they don’t
get what they need.”
Brunner says there have been more
than 1,700 people underserved in Kansas
for developmental disabilities. This has
been a problem for some time. Thankfully,
it may soon end. One result of the state’s
move to a managed care system is that it
will be precluded from continuing with
the practice.
In Tennessee, according to a performance audit of the Department of

SHUTTERSTOCK.COM

G

Intellectual and Developmental Disabilities, the state hasn’t been keeping its
waiting list up to date. Waiting lists for
those with intellectual disabilities are supposed to divide potential recipients into
four categories of need: crisis, severely
threatened, active and deferred. Presumably regular updates move clients up and
down through the four categories. But in
Tennessee, “the list itself doesn’t reﬂect
actual changes in the level of need,” says
auditor Laura Isbell.
This is pretty serious stuff. If someone
is supposed to be on the severely threatened list, they should be monitored regularly to make sure they don’t fall into crisis
and need immediate help.
Of course, there’s an alternative to
ﬂawed or unmonitored waiting lists that’s
even more pernicious. That is the absence
of waiting lists altogether.
In New York, state Sen. David Carlucci, chair of the mental health and disabilities committee, is concerned about
the absence of a waiting list for men and
women who need specialized, statefunded housing. “Without a true, upto-date waiting list and knowing what
the need is, it’s hard for policymakers to
make the right decision,” he says. He adds
that there are “so many good advocates
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| BETTER GOVERNMENT
By Mark Funkhouser
working toward improving the lives of
people with mental illness. But if we
don’t have the right information, we’re
just treading water.”
Carlucci has introduced legislation to
establish a waiting list. Why hasn’t one
existed in the past? He speculates that
governments are afraid to have this kind of
information. They’re worried about what
they might ﬁnd out, namely that there are
thousands of people going unserved. “But
if it’s good, bad or ugly,” he says, “we need
to know the truth.”
There are other waiting list issues—
not all of them within a government’s
control to manage. A common one is
pre-signers. When people think they’ll
need a service sometime in the future
they’ll often put themselves on a list
immediately, particularly for nursing
home beds. They’re not ready for such
a facility yet, but they fear that eventually they’ll need one. When they reach
the top of the waiting list, they turn
down the offer and start all over again.
This is not the kind of thing that makes
for an accurate waiting list, because, in
truth, these people are really not waiting
but dreading.
States and cities don’t intentionally
want to keep their citizens waiting for
needed services. But if that’s necessary,
the least they can do is to make sure that
they manage the list protocol fairly and
efficiently in order to provide services to
citizens and data to policymakers. G

‘Slave Jobs’ and the Crime Factor
Good jobs create social stability. Dead-end ones don’t.
I ﬁrst encountered Bob Crutchﬁeld in 1967 at basketball tryouts at Thiel College. He
went on to get a Ph.D. in sociology at Vanderbilt and a professorship at the University
of Washington, where he has been for many years. Recently, he summarized his long
career in the book Get a Job: Labor Markets, Economic Opportunity and Crime. It
examines the relationship between two
things that public officials care a great
deal about: jobs and crime.
The book is an unusual and interesting read because it is based not only on
Crutchﬁeld’s own academic research
but also on his lived experience as a
young black man growing up in Pittsburgh’s low-income Hill District and
then working as a probation and parole
officer in county and state government.
In looking at the link between labor
stratiﬁcation and crime, Crutchﬁeld
divides jobs into two types: “primary
sector” and “secondary sector.” Primary-sector jobs offer decent pay, beneﬁts and the
opportunity for promotion. Secondary-sector employment is the opposite. It offers
dead-end jobs with low wages, no beneﬁts and high levels of instability.
Crutchﬁeld’s bottom line: Adult employment in primary-sector jobs reduces
crime, while employment in secondary-sector jobs does not. This is an important fact
for public officials to recognize, since much of the recent growth of the economy has
been in the secondary sector—employment many young people deride as “slave jobs.”
It is also important to recognize that while crime has been declining for decades,
which is surely the result of better policing as well as demographics, the overall
decline masks persistent high levels of crime in some places and among some groups.
The beauty of Crutchﬁeld’s work is that it offers insights into a world that many
public officials have little actual knowledge of but for which they nevertheless
design and execute public policy. The most obvious policy response here is to make
sure that job creation efforts focus on primary-sector jobs.
Crutchﬁeld believes that starts with education. For young people, school turns
out to be the functional equivalent of a job. Children with high levels of attachment
to their school—they like the school and are involved in its activities—are much less
likely to be delinquent and more likely to go on to primary-sector jobs. But Crutchﬁeld worries that today’s “emphasis on testing and aggregate school performance
may lead to student behaviors or administrative outcomes that promote estrangement from school and increased delinquency.”
The lesson here is that the continued growth of secondary-sector jobs combined
with education policies imposed without regard to whether or not children like
school may intertwine to surprise us in a few years with social unrest and perhaps
even a new crime wave.
Crutchﬁeld gives us a lot to think about. Beyond that, we should recognize that
the purpose of business regulation is to limit “externalities,” the costs businesses
impose on a community. Perhaps the creation of nothing but secondary-sector jobs—
employment devoid of meaning or hope—is an externality we ought not to tolerate. G

“

The continued
growth of secondarysector jobs could lead
in a few years to social
unrest and perhaps even
a new crime wave.”

Email greenebarrett@gmail.com
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Problem Solver

| TECH TALK
By Tod Newcombe

Netﬂix Government
Can a model procurement agreement speed the adoption of cloud computing?
hen cloud computing ﬁrst
emerged, government officials viewed it with some
skepticism. Long accustomed to owning and controlling all of
their IT hardware, software and networks, states and localities didn’t take
very seriously the idea that they could, for
a monthly fee, simply stream pretty much
everything to a worker’s desktop. Delivering a Netﬂix movie was one thing, the
argument went, but a robust data management system was quite another.

can turn to cloud providers and rent what
capacity they need at that moment. It’s far
more cost effective.
But the cloud presents a few procurement challenges for government. To start,
it’s a service that government agencies
consume. It’s not like buying asphalt,
bricks or trucks. “Most governments are
good at capital planning and capital budgets,” says Bertolini. “But we’re not good
at turning that into an operating budget.”
Budgets have to be adjusted to accommodate this new type of procurement.

W

“

The cloud presents a few procurement
challenges for government. First of all, it’s a
service that government agencies consume.
It’s not like buying asphalt, bricks or trucks.”

What a difference a ﬁscal meltdown
can make. When the recession hit Oakland County, Mich., in 2009, it lost 60,000
jobs in one year and saw the taxable value
of its real estate shrink by 25 percent over
the next two, according to Phil Bertolini,
the county’s chief information officer.
“That put extreme pressure on our revenue stream,” he says.
So Bertolini took another look at cloud
computing. This time, he found that lower
costs and increased reliability made the
cloud a viable technology option for cashstrapped governments like his. He estimates that about 30 percent of the county’s
technologies and platforms are suitable
for the cloud; he expects to see substantial savings down the road, too, as it’s
unlikely the county will continue to build
or expand its own data centers. Instead,
Bertolini says, cities, counties and states

Another challenge is what New Jersey
CIO Steve Emanuel calls the “pre-nup”
that public officials have to go through
with cloud providers. “When your data is
in a virtual world, you want to know who
owns it, who has access to it, whether or
not the provider is compliant with government regulations,” he says. “More important, what happens when you get divorced
from the cloud provider? What are they
going to do with my data? How am I going
to be sure they erase everything from their
servers? Government does not want to be
exposed in any way.”
Issues ranging from auditing and security, to the fact that governments typically
insist on only using American-based data
centers, can further complicate cloud
deals. The more terms and conditions
states and localities pile on, the harder it
becomes for providers to meet the special

needs of government. And when it happens on a case-by-case basis, it becomes
even more problematic. Government
doesn’t want to spend months negotiating every new service agreement.
One solution, a growing number of
experts say, is a model agreement which
covers the kinds of terms and conditions that affect 80 percent of every
deal between government and cloud
vendors. Such a model would help state
and local governments of all sizes, especially smaller entities that badly want to
take advantage of the cloud’s beneﬁts:
What government can do in the cloud is
constantly increasing, from storing vast
amounts of data to using the latest in data
management tools, email and office productivity software. The cloud also offers
a quick way to launch a new service using
the latest technology. Smaller cities,
though, usually don’t have the knowledge
to negotiate an agreement needed to make
the deal work in the public sector.
Dugan Petty, who has worked in both
procurement and IT during his career
in state government, says cloud computing is a sea change in the business model
for how government uses IT. Currently
a senior fellow at the Center for Digital
Government (which is run by Governing’s parent company e.Republic), Petty
has been working for months with government and industry to draft a model
agreement that can be a framework for
how government sets up deals with cloud
providers. “It’s going to create some
common ground for public agencies,”
he says.
New Jersey’s Emanuel agrees. “It will
set the bar for what’s reasonable and
acceptable. If we don’t do this we risk
falling further behind in terms of applying new technology when we need it.” G
Email tnewcombe@governing.com
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Problem Solver

| PUBLIC MONEY
By Frank Shafroth

Fracking’s Financial Losers
In the shale gas bonanza, localities aren’t raking it in.
he shale gas market is an economic boon for the 30-odd
states that permit fracking. The
severance tax states impose on
the process adds up. In 2010, it generated
more than $11 billion. The ﬂow of that revenue goes straight into state and federal
piggy banks, as does increased corporate
income tax revenue from energy companies proﬁting from fracking.
Localities, however, enjoy no such
beneﬁts. Instead, they get stuck with all
the fracking problems: noise from blasting, storage of toxic chemicals, degraded
water sources and heavy truck traffic, as
well as the rising costs of cleaning up the
detritus fracking leaves behind. North
Dakota counties affected by hydraulic fracturing have reported to the state
Department of Mineral Resources’ Oil
and Gas Division that traffic, air pollution,
jobsite and highway accidents, sexual
assaults, bar ﬁghts, prostitution and drunk
driving have all increased.
In addition, fracking, in many cases,
negatively impacts property values,
which in turn depresses property tax revenue. For property owners who own the
rights to the oil and gas on their land, the
effects of drilling can be offset by royalty
payments. But localities have no revenue
offset if properties lose value.
The ﬁnancial risks posed by fracking
have become signiﬁcant enough to capture the attention of mortgage bankers
and insurers, who appear to be adopting
guidelines that forbid mortgage loans
or insurance coverage on properties
affected by drilling. According to a 2013
survey by business researchers at the
University of Denver, persons bidding on
homes near fracking locations reduced
their offers by as much as 25 percent. In
North Texas, the Wise County Central
Appraisal Review Board reduced the
appraised value of a family’s home and

T

DAVID KIDD

The ﬁnancial risks of
fracking are starting to
catch the attention of
bankers and insurers.

10-acre ranchette more than 70 percent.
The board agreed to the extraordinary
reduction as a result of numerous environmental problems related to fracking
just one year after the ﬁrst drilling rig
went up on the property.
While a number of states continue
to push to expand fracking, localities
have some leverage. They control land
use policies, zoning and property rights.
Ironically, one of the earliest local-state
challenges came from Exxon’s CEO. As a
homeowner in an upscale community in
Bartonville, Texas, the CEO found himself
at odds with a local fracking operation.
He ﬁled suit to block construction of a
water tower near his home—a tower that
would increase fracking in the area—
alleging it would create “a noise nuisance
and traffic hazards.”
The dispute in Texas is only the tip of
the derrick, as it were. In New York, the
state’s highest court upheld the right of
two of the Empire State’s local governments to establish zoning laws that keep
out fracking companies. The court’s 5-2
decision was based solely on reaffirming
the towns’ rights to make their own

zoning choices. In its ruling, the majority noted that the towns had engaged in
a “reasonable exercise” of their zoning
authority, that they had “studied the issue
and acted within their home-rule powers
in determining that gas drilling would
permanently alter and adversely affect
the deliberately cultivated small-town
character of their communities.”
In Colorado, where the cities of Boulder, Broomﬁeld, Fort Collins and Lafayette have adopted antifracking measures, Gov. John Hickenlooper recently
announced the appointment of a task
force to develop recommendations that
would reduce land use conﬂicts when oil
and gas facilities are located near homes,
schools, businesses and recreation areas.
He would also ask the Colorado Oil & Gas
Conservation Commission to dismiss litigation challenging the city of Longmont’s
ban on hydraulic fracturing and call on all
parties to withdraw ballot initiatives on
the topic. The task force will make recommendations to the legislature and issue
majority and minority opinions. G
Email fshafrot@gmu.edu
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GUIDE TO

FINANCIAL
LITERACY
Connecting
Money, Policy
and Priorities
Most people get involved in government and public
service because they have a desire to change or
accomplish something. Some want to expand health
care while others may want to reform education.
Regardless of the reason, government leaders soon
realize they can’t accomplish much if they don’t speak
the language of public finance. The Governing Guide to
Financial Literacy provides government leaders with a
go-to resource for understanding and mastering public
finance. Download the Guide to learn more about:

✓
✓
✓
✓

Budget basics
Investing
Legacy costs
Taxes

GUIDE TO

FINANCIAL
LITERACY
Connecting Money,
Policy and Priorities
A SUPPLEMENT TO GOVERNING

To download
a complimentary
copy, visit:
www.governing.com/
publicﬁnance

Sponsors:
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Last Look

LOS ANGELES PUBLIC LIBRARY PHOTO COLLECTION

There was a time in Southern California when if cities needed water,
they hired Charles Mallory Hatﬁeld, also known as the “Rainmaker.”
Hatﬁeld made a living in the early 1900s going from town to town
during dry spells, claiming he could end the drought. The former
sewing machine salesman would turn up with a cauldron and a
cocktail of 23 chemicals—a recipe he took to his grave—that he said,
when boiled, would evaporate into the clouds above and induce rain.
“I do not make rain,” Hatﬁeld wrote. “That would be an absurd claim.
I merely attract the clouds and they do the rest.” In the end, it wasn’t
that Hatﬁeld failed to produce rain, it was that he “produced” too
much of it. In 1915, Hatﬁeld was hired by San Diego, which was in the
midst of a horrible drought. He was asked to generate a steady stream
of rain over the next year. Instead, a terrible storm hit in January 1916
that caused massive ﬂooding and killed at least 20 people. Hatﬁeld’s
life story became the basis for The Rainmaker, a Broadway play and,
later, a 1956 ﬁlm starring Burt Lancaster. These days, it’s actually still
fairly common for governments to hire rainmakers. Cloud seeders, as
they are known today, spray water-packed clouds with silver iodide
crystals in the hopes of making it rain. —Elizabeth Daigneau
GOVERNING | Sep t em b er 2 014
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WHY ADDRESS THE
ISSUES OF 2014
WITH
TECHNOLOGY
FROM THE ’80s?
If you’re still using older network
technology, your government IT
initiatives are underperforming. Comcast
Business offers ﬁber-based Ethernet
services for government that will help
enable future growth and support
advanced initiatives like e-government.
It’s built for government.
t $PNCJOBUJPOPGTDBMBCJMJUZGSPN.CQT
to 10Gbps, traffic prioritization and
network capacity.
t "TFDVSF QSJWBUFMZPXOFEOFUXPSL
t #BDLFECZTFSWJDF

BUSINESS.COMCAST.COM/GOVERNMENT

866 - 429-2241

Restrictions apply. Not available in all areas. Actual speeds vary and are not guaranteed.
Call for details. Comcast ©2014. All rights reserved.
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DecisionPoint™ for
Program Integrity
by MAXIMUS

Ensuring that Medicaid
participants meet
eligibility requirements

GET A CLEARER
PICTURE OF YOUR
MEDICAID PARTICIPANTS
Getting the best snapshot of eligibility information is not
always that simple.
We can help you get a clearer picture by verifying information
against government and third-party data sources to
identify inconsistencies.
DecisionPoint™ for Program Integrity goes beyond the
role of traditional data brokers by combining an outreach
component with data reconciliation to simplify state-level
decision making.
To view your program through the eyes of DecisionPoint™,
please visit maximus.com/decisionpoint.
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