
ÅAll Handouts will be available at www.aei.org

ÅPlease visit www.AmericanSolutions.comand 
www.healthtransformation.netfor more 
materials

1

http://www.aei.org/
http://www.americansolutions.com/
http://www.healthtransformation.net/


150 years ago today, former Illinois Rep. Abraham Lincoln 
gazed across the Missouri River following a rousing 
speech in Council Bluffs, Iowa. 

Sensing the vast potential in the sprawling lands beyond, 
he declared to a new acquaintance:

άώ¢ƘŜǊŜ ƛǎϐ ƴƻǘƘƛƴƎ ƳƻǊŜ ƛƳǇƻǊǘŀƴǘ ōŜŦƻǊŜ ǘƘŜ ƴŀǘƛƻƴ 
ǘƘŀƴ ǘƘŜ ōǳƛƭŘƛƴƎ ƻŦ ǘƘŜ ǊŀƛƭǊƻŀŘ ǘƻ ǘƘŜ tŀŎƛŦƛŎ ŎƻŀǎǘΦέ 

-Abraham Lincoln, August 13, 1859



!ǎ tǊŜǎƛŘŜƴǘ [ƛƴŎƻƭƴ ǎŀƛŘ ƛƴ мусмΣ ά!ǎ ƻǳǊ ŎŀǎŜ ƛǎ 
new, so we must think anew, and act anew. 
We must disenthrall ourselves, and then we 
ǎƘŀƭƭ ǎŀǾŜ ƻǳǊ ŎƻǳƴǘǊȅΦέ



This course is dedicated to those who have the 
vision and courage to think big, and to think 
anew.



The Crisis in 21st Century 
Governance: 

How to Rethink Budgets by 
Rethinking Governments
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Course Structure

ÅPart 1- Why we need a new modelτthe crisis 
in the economy, budgets, and governments.

ÅPart 2- Designing back from a successful 
society and economy to a successful 
government and then to a successful budget. 

ÅPart 3- The discipline of enforcing real change 
in state and local government and budget. 

ÅPart 4- Key areas of solutionsτhealth, energy, 
education, transportation, and infrastructure. 
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PART 1-WHY IS 2009 DIFFERENT?

ÅHave we entered a different world?

ÅIs the crisis real? 

ÅDoes it require fundamental change?

ÅOr is it a transitory problem? 

ÅOur answer is that this is a different world, the 
crisis is real, and solutions will require a real 
change. 
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ÅDo Americans think we are at the point where 
we need fundamental change?

ÅSurvey data suggests that 92% of Americans 
ōŜƭƛŜǾŜ ǘƘŀǘ άƻǳǊ Ǝƻŀƭ ǎƘƻǳƭŘ ōŜ ǘƻ ǇǊƻǾƛŘŜ 
long-term solutions instead of short-term 
ŦƛȄŜǎΦέ

ïAmerican Solutions, Platform of the American 
People, conducted Nov. 5-6, 2007. 

8



The most important governing 
equation for 2009-2020

2+2=?
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2+2=4
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Translating 2+2=4 into governance, 
an American Equation

If you cannot 
afford a home, 

then 
_____________.
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2+2=4

ÅTo get America on track we have to start with 
basic honesty.

ÅWhen the Polish people began rebelling 
against the Communist dictatorship after Pope 
WƻƘƴ tŀǳƭ LLΩǎ Ǿƛǎƛǘ ƛƴ мфтф ǘƘŜȅ ǳǎŜŘ н Ǉƭǳǎ н 
equals 4 as a slogan.
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2+2=4 cont. 

Åά! ŎƻƳƳǳƴƛǎǘ-era joke in Poland expressed this 
realist imperative in a way that everyone could 
ƎǊŀǎǇΥ άtŀǊǘȅ ōƻǎǎΥ ΨIƻǿ ƳǳŎƘ ƛǎ нҌнΚΩ tƻƭƛǎƘ 
ǿƻǊƪŜǊΥ ΨIƻǿ ƳǳŎƘ ǿƻǳƭŘ ȅƻǳ ƭƛƪŜ ƛǘ ǘƻ ōŜΚΩέ ¢ƘŜ 
political meaning of the realist assumption of the 
KUL [Catholic University of Lublin]philosophers was 
later expressed in this famous Solidarity election 
ǇƻǎǘŜǊ ǘƘŀǘ ǊŜŀŘΣ άCƻǊ tƻƭŀƴŘ ǘƻ ōŜ tƻƭŀƴŘΣ нҌн 
Ƴǳǎǘ ŀƭǿŀȅǎ Ґ пΦέ IǳƳŀƴ ōŜƛƴƎǎ Ŏŀƴ ƻƴƭȅ ōŜ ŦǊŜŜ 
ƛƴ ǘƘŜ ǘǊǳǘƘΣ ŀƴŘ ǘƘŜ ƳŜŀǎǳǊŜ ƻŦ ǘǊǳǘƘ ƛǎ ǊŜŀƭƛǘȅΦέ
ïGeorge Weigel.Witness to Hope, (1999)
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2+2=4 cont. 

ÅLƴ hǊǿŜƭƭΩǎ 1984the state torturer tells the 
ƛƴƴƻŎŜƴǘ ŎƛǘƛȊŜƴ άǿƘŜƴ ǘƘŜ ǎǘŀǘŜ ǎŀȅǎ н Ǉƭǳǎ н 
equals 5 it does. And when the state says 2 
Ǉƭǳǎ н Ŝǉǳŀƭǎ о ƛǘ ŘƻŜǎΦέ

Å¢ƘŜ ƛƴƴƻŎŜƴǘ ŎƛǘƛȊŜƴ ǘƘƻǳƎƘǘ άōǳǘ ǿƘŀǘ ƛŦ ƛǘ 
really ISн Ǉƭǳǎ н Ŝǉǳŀƭǎ пΦέ
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2+2= 4 (cont)

Å1984 άƛǎ bh¢ ƛƴǘŜƴŘŜŘ ŀǎ ŀƴ ŀǘǘŀŎƪ ƻƴ 
Socialism or on the British LabourParty (of 
which I am a supporter) but as a show-up of 
the perversions to which a centralised
economy is liable and which have already 
been partly realisedin Communism and 
CŀǎŎƛǎƳΦέ

- George Orwell, in 1949
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2+2=4 (cont)

Åά¢ƘŜ ŜŦŦŜŎǘ ƻŦ ǘƘŜ ǇŜƻǇƭŜϥǎ ŀƎǊŜŜƛƴƎ ǘƘŀǘ ǘƘŜǊŜ Ƴǳǎǘ 
be central planning, without agreeing on the ends, 
will be rather as if a group of people were to commit 
themselves to take a journey together without 
agreeing where they want to go; with the result that 
they may all have to make a journey which most of 
ǘƘŜƳ Řƻ ƴƻǘ ǿŀƴǘ ŀǘ ŀƭƭΦέ

Åά¢ƘŜ ƳƻǊŜ ǘƘŜ ǎǘŀǘŜ ΨǇƭŀƴǎΣΩ ǘƘŜ ƳƻǊŜ ŘƛŦŦƛŎǳƭǘ 
ǇƭŀƴƴƛƴƎ ōŜŎƻƳŜǎ ŦƻǊ ǘƘŜ ƛƴŘƛǾƛŘǳŀƭΦέ

-Friedrich Hayek. The Road To Serfdom(1944)
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2+2=4 (cont)

Åά²ƘŜǊŜǾŜǊ ǘƘŜ ǎǘŀǘŜ ǳƴŘŜǊǘŀƪŜǎ ǘƻ ŎƻƴǘǊƻƭ ƛƴ 
detail the economic activities of its citizens, 
wherever, that is, detailed centralized planning 
reigns, there ordinary citizens are in political 
fetters, have a low standard of living, and 
ƘŀǾŜ ƭƛǘǘƭŜ ǇƻǿŜǊ ǘƻ ŎƻƴǘǊƻƭ ǘƘŜƛǊ ƻǿƴ ŘŜǎǘƛƴȅΦέ

-Milton Friedman. Free to Choose: A Personal 
Statement(1990)

17



2+2=4 cont. 

Åά.ǳǘ ŀƎŀƛƴ ŀƴŘ ŀƎŀƛƴ ǘƘŜǊŜ ŎƻƳŜǎ ŀ ǘƛƳŜ ƛƴ 
history when the man who dares to say that two 
ŀƴŘ ǘǿƻ ƳŀƪŜ ŦƻǳǊ ƛǎ ǇǳƴƛǎƘŜŘ ǿƛǘƘ ŘŜŀǘƘΧΦΦ!ƴŘ 
the question is not one of knowing what 
punishment or reward attends the making of this 
calculation. The question is that of knowing 
ǿƘŜǘƘŜǊ ǘǿƻ ŀƴŘ ǘǿƻ Řƻ ƳŀƪŜ ŦƻǳǊΦέ 
ïAlbert Camus. The Plague, (1947).
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2+2=4 cont. 

ÅάHere are some axioms of which you have probably some 
idea: two and two make four; a straight line is the 
shortest distance between two points; the whole is 
greater than the part. Now, make 7,500,000 votes 
declare that two and two make five; that a straight line is 
the longest distance; that the whole is less than the part. 
Make eight millions declare it, ten millions, a hundred 
ƳƛƭƭƛƻƴǎΤ ȅƻǳ ƘŀǾŜ ƴƻǘ ŀŘǾŀƴŎŜŘ ƻƴŎŜ ǎǘŜǇΦέ

ïVictor Hugo. The Destroyer of the Second Republic, 
(1870). 
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2+2=4 cont.

Åά¢Ƙŀǘ ŎƘƻƛŎŜ ƛǎ ȅƻǳǊǎ ǘƻ ƳŀƪŜΦ ¢Ƙŀǘ ŎƘƻƛŎŜτ
ǘƘŜ ŘŜŘƛŎŀǘƛƻƴ ǘƻ ƻƴŜΩǎ ƘƛƎƘŜǎǘ ǇƻǘŜƴǘƛŀƭτis 
made by accepting the fact that the noblest 
act you have ever performed is the act of your 
mind in the process of grasping that two and 
ǘǿƻ ƳŀƪŜ ŦƻǳǊΦέ 
ïAynRand. Atlas Shrugged,(1957)



2+2=4 cont. 

Å!ƭƭ ǘƻƻ ƻŦǘŜƴ ǇƻƭƛǘƛŎƛŀƴǎ ŎŀƴΩǘ ŀŦŦƻǊŘ ǘƻ Řƻ 
something or are afraid to reform.

ÅAll too often they just lie about the outcome 
and the consequences.

ÅIn fact, they often lie to themselves because 
the facts are too frightening to be faced. 
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2+2=4 cont. 

ÅLŦ ŀ ǎŎƘƻƻƭ ǎȅǎǘŜƳ ƛǎ ŦŀƛƭƛƴƎ όƭƛƪŜ 5ŜǘǊƻƛǘΩǎ ǿƛǘƘ 
a 27% on-time graduation result), simply 
pretend that 2+2=11.

ÅIf business tax cuts would create jobs but the 
lobbyists and bureaucrats want more money, 
pretend that tax increases will not increase 
unemployment and declare 2+2=29.
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2+2=4 cont. 

ÅWhen the President skews facts about American 
physicians ςstating that that a surgeon's decision to 
ǊŜƳƻǾŜ ŀ ŎƘƛƭŘϥǎ ǘƻƴǎƛƭǎ ƛǎ άōŀǎŜŘ ƻƴ ǘƘŜ ŘŜǎƛǊŜ ǘƻ 
ƳŀƪŜ ŀ ƭƻǘ ƻŦ ƳƻƴŜȅέ ŀƴŘ ǘƘŀǘ ǎǳǊƎŜƻƴǎ ƎŜǘ ǇŀƛŘ 
$50,000 per leg amputation (actually, only about 
$1,000)τto advance his own agenda, then we might 
as well pretend that 2+2 = 97.

{ƻǳǊŎŜΥ ά{ǘŀǘŜƳŜƴǘ ŦǊƻƳ ǘƘŜ !ƳŜǊƛŎŀƴ /ƻƭƭŜƎŜ ƻŦ 
Surgeons Regarding Recent Comments from 

tǊŜǎƛŘŜƴǘ hōŀƳŀΣέ !ǳƎǳǎǘ мнΣ нллф
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Å Much of what we consider greatness is a simple ability to be honest about 
honest facts.

Å άL ǳǊƎŜ ȅƻǳ ǘƻ ōŜǿŀǊŜ ǘƘŜ ǘŜƳǇǘŀǘƛƻƴΧǘƻ ƛƎƴƻǊŜ ǘƘŜ ŦŀŎǘǎ ƻŦ ƘƛǎǘƻǊȅ ŀƴŘ 
the aggressive impulses of an evil empire, to simply call the arms race a 
giant misunderstanding and thereby remove yourself from the struggle 
ōŜǘǿŜŜƴ ǊƛƎƘǘ ŀƴŘ ǿǊƻƴƎ ŀƴŘ ƎƻƻŘ ŀƴŘ ŜǾƛƭΦέ
ïPres. Ronald Reagan, Speech to National Association of Evangelicals, 

March 8, 1983

Å ά²Ŝ ƴŜŜŘ ŀ ŦǊŜŜ ŜŎƻƴƻƳȅ ƴƻǘ ƻƴƭȅ ŦƻǊ ǘƘŜ ǊŜƴŜǿŜŘ ƳŀǘŜǊƛŀƭ ǇǊƻǎǇŜǊƛǘȅ ƛǘ 
will bring, but because it is indispensable to individual freedom, human 
ŘƛƎƴƛǘȅ ŀƴŘ ǘƻ ŀ ƳƻǊŜ ƧǳǎǘΣ ƳƻǊŜ ƘƻƴŜǎǘ ǎƻŎƛŜǘȅΦέ
ïBaroness Margaret Thatcher, Speech to Zurich Economic Society, 

March 14, 1977
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ÅThis is why for the next 10-15 years the central 
ǉǳŜǎǘƛƻƴ ƛƴ !ƳŜǊƛŎŀ Ƴǳǎǘ ōŜΣ άLŦ ǿŜ ŘƻƴΩǘ 
want America to fail, what do we have to do 
ǘƻ ǎǳŎŎŜŜŘΚέ
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The General Motors Warning

ÅIN 1960, GM had 60% market share. 

Å50 years later, GM has gone bankrupt and will 
be lucky to have 20% market share. 

ÅGM is a model for what has happened in 
Albany, Sacramento, and Detroit.

ÅThese are structures that are unsustainable. 

ÅThey require a scale of change that no one 
knows how to do.  
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Why is this different?

ÅThe scale of change that we need in 
government is so large that we have to 
fundamentally rethink what we are trying to 
accomplish.

ÅThis change cannot be handled within the 
current system of budgeting and the current 
system of government. 
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Calif. Referendum, May 19th 2009

ÅCalifornians overwhelmingly defeated 
Proposition 1A, which would have raised taxes 
to enlarge the state Budget Stabilization Fund.

ÅThe proposition failed in all 53 congressional 
districts.

ÅtǊƻǇ м!Υ άbhέ срΦп҈Σ ά¸9{έ опΦс҈

ÅOnly 6 months earlier, Californians had voted 
for Barack Obama by a 61%-37% margin. 
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Calif. Referendum, May 2009 (cont.)

Å In some of the most pro-ōƛƎ ƎƻǾŜǊƴƳŜƴǘ ŘƛǎǘǊƛŎǘǎΣ ǘƘŜ άǎǿƛƴƎέτthe 
percentage of electorate that voted for Barack Obama in 11/08, then went 
on to vote against Prop 1A in 5/09 ςwas sizable.

District % Voting for Obama % "NO" on Prop 1A Representative

Swing (Obama 

voters who then 

voted NO on Prop 

1A tax hike)

CA-13 74.4 56 Pete Stark 30.4

CA-7 71.7 59.2 George Miller 30.9

CA-8 85.4 53.1 Nancy Pelosi 38.5

CA-30 70.4 68.9 Henry Waxman 39.3

CA-9 88.1 56 Barbara Lee 44.1

CA-28 76.2 68.9 Howard Berman 45.1

CA-35 84.4 68.9 Maxine Waters 53.3
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A California IOU:



ÅIn Washington, no one seems to have noticed 
/ŀƭƛŦƻǊƴƛŀΩǎ ǊŜŦŜǊŜƴŘǳƳΦ 

ÅYet, California is not an isolated example. 

ÅRasmussen poll showed that 57% of 
Americans think tax cuts are effective in 
helping the economy. (Jan 2009) 

ÅA CBS poll showed when given a choice, 59% 
of Americans favor tax cuts for businesses 
over more government spending. (Feb 2-4, 
2009) 31



ÅDespite polls against spending and for tax 
cuts, and despite the massive California vote 
against taxes and spending, Washington 
continues to push tax Increases.

ÅHealth Care Tax

ïThe various proposals could impose a tax on 
families ranging from $1,282-$9,000 depending on 
ǘƘŜ ŦŀƳƛƭȅΩǎ ƛƴŎƻƳŜΦ 
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ÅHealth Care Tax (cont.)

ïάL ŦƻǳƴŘ ƻƴ Ƴƻǎǘ ƻŦ ǘƘŜǎŜ ώƘŜŀƭǘƘ ǊŜŦƻǊƳϐ ǉǳŜǎǘƛƻƴǎ ǘƘŀǘ 
the desire for change and support for reform was slightly 
stronger 16 years ago, underscoring the importance of 
ƭŜŀǊƴƛƴƎ ǎƻƳŜ ƭŜǎǎƻƴǎ ŦǊƻƳ ǘƘŀǘ ƘƛǎǘƻǊȅΦέ

-Ex-Bill Clinton aide Stanley Greenberg, July 2009

ïάL ƳŜŀƴΣ ƛŦ ȅƻǳ ǘƘƛƴƪ ŀōƻǳǘ ƛǘΣ ¦t{ ŀƴŘ CŜŘ9Ȅ ŀǊŜ ŘƻƛƴƎ Ƨǳǎǘ 
fine, right? No, they are.It's the Post Office that's always 
having problems." 

-Pres. Barack Obama, August 2009



ÅEnergy Tax
ïThe energy tax will cost each family of four nearly $3,000 

per year.

ïNational debt will rise $12,803 per person above the 
baseline projection by 2035 under the energy tax 
legislation.

ïAccording to a recent study, the National Association of 
Manufacturers (NAM) and the American Council for Capital 
Formation (ACCF) estimate that 2.4 million jobs will be lost 
under the new energy tax legislation.
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Legislative Tax Hikes Effective 2011

Unless there is a major tax cut enacted, the 
already legislated tax increase is as follows: 

ÅFor single Americans who make over $200,000 
and married couples who make $250,000, 
their income tax will increase from 33% to 
36%. 

ÅFor Americans who make over $370,000 their 
income tax will increase from 35% to 39.6%. 
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Unemployment

ÅJob Loss in June: 274,000. 

ÅUnemployment showed some positive signs in 
June, but what about the people who stopped 
looking for full time jobs? 

Å630,000 people are no longer looking for jobs.

ÅIn July, 102,670 people saw their 
unemployment benefits run out. 

ÅThat number is estimated to be 486,049 in 
September. 
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¦ƴŜƳǇƭƻȅƳŜƴǘ όŎƻƴǘΩŘΦύ

ÅWe should have a second unemployment 
figure that reflects those who could not get a 
full time job and gave up, took early 
retirement, or took a part-time position. 

ÅIf we made that calculation, unemployment 
would be closer to 16.3%. 
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Clinton changes unemployment 
measurements

ÅThere were 2 critical changes in unemployment 
reporting in 1994 under Pres. Clinton. 

Å¢ƘŜ ŦƛǊǎǘ ŎƘŀƴƎŜŘ ǘƘŜ ǿŀȅ ǘƘŀǘ άǇŀǊǘ ǘƛƳŜ 
ǳƴŜƳǇƭƻȅƳŜƴǘ ŦƻǊ ŜŎƻƴƻƳƛŎ ǊŜŀǎƻƴǎέ ŦƛƎǳǊŜǎ ŀǊŜ 
derived; the second narrowed the definition of 
άŘƛǎŎƻǳǊŀƎŜŘ ǿƻǊƪŜǊǎέ ǎŜŜƪƛƴƎ ƧƻōǎΦ

ÅBoth of these changes reduced figures in subsequent 
unemployment reports. The second change reduced 
ǘƘŜ Ŏƻǳƴǘ ƻŦ άŘƛǎŎƻǳǊŀƎŜŘ ǿƻǊƪŜǊǎέ ōȅ ƘŀƭŦ 
immediately. 

Å¢ƘŜ άǿƻǊƪŜǊǎέ ǎǘŀȅŜŘ άŘƛǎŎƻǳǊŀƎŜŘΣέ ǘƘŜƛǊ ƎƻǾŜǊƴƳŜƴǘ 
Ƨǳǎǘ ŘƛŘƴΩǘ ǊŜŎƻƎƴƛȊŜ ǘƘŜƳΦ 
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Measuring unemployment accurately

Å.ȅ ŎǳǊǊŜƴǘ ǎǘŀƴŘŀǊŘǎΣ ǘƘŜ άƻŦŦƛŎƛŀƭέ 5ŜǇǘΦ ƻŦ [ŀōƻǊ 
unemployment statistic underestimates the economic 
crisis. 

Å¢ƘŜ άƻŦŦƛŎƛŀƭέ ¦-3 figure does not count those who 
have exhausted their benefits, those who have never 
applied, and the underemployed.

Å¢ƘŜ άǊŜŀƭέ ¦-6 unemployment rate, which accounts for 
the above groups, is almost 7% higher than the 
reported Dept. of Labor statistic ς16.3% versus 9.4% 
(7/09).

ÅEstimates state that the original U-7 unemployment 
rate used prior to 1994 would be 21% or higher today. 
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άwŜŀƭέ ¦ƴŜƳǇƭƻȅƳŜƴǘ ƛƴ ǘƘŜ {ǘŀǘŜǎ

Åhƴ ŀ ǎǘŀǘŜ ƭŜǾŜƭΣ ǘƘŜǎŜ άǊŜŀƭέ ¦-6 
unemployment figures are even more bleak.

ÅMichigan = 19.2% unemployment 

ÅOregon = 18.9% unemployment

ÅCalifornia = 17.7% unemployment

(Q3 2008 ςQ2 2009 averages, actual is higher)
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Policies Matter
Detroit vs. Grand Rapids

ÅPopulation 

ï1950
ÅDetroit: 1,849,568

ÅGrand Rapids: 176,515 

ï2000
ÅDetroit: 1,027,974  (decreased by 45 percent)

ÅGrand Rapids: 189,126 (grew 7 percent)

ï2008
ÅDetroit:  912,062 (decreased by another 12 percent)

ÅGrand Rapids: 193,396 (grew by an additional 3 percent)
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Policies Matter
5ŜǘǊƻƛǘ ǾǎΦ DǊŀƴŘ wŀǇƛŘǎ ό/ƻƴǘΩŘΦύ
ÅTaxation

ïDetroit: top 10 highest-taxed cities in the country for 
family income (2.5% per individual).

ïGrand Rapids:  1.3% per individual. 

ÅEducation-

ï5ŜǘǊƻƛǘΥ мм҈ ƘŀǾŜ ŀ ōŀŎƘŜƭƻǊΩǎ ŘŜƎǊŜŜ ƻǊ ƘƛƎƘŜǊΦ 

ïDǊŀƴŘ wŀǇƛŘǎΥ нт҈ ƘŀǾŜ ŀ ōŀŎƘŜƭƻǊΩǎ ŘŜƎǊŜŜ ƻǊ ƘƛƎƘŜǊΦ
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Policies Matter 
5ŜǘǊƻƛǘ ǾǎΦ DǊŀƴŘ wŀǇƛŘǎ ό/ƻƴǘΩŘΦύ
ÅPoverty

ïDetroit: 33% live below the poverty level. 

ïGrand Rapids: 21% live below the poverty level.

ÅCrime-

ïDetroit: highest violent crime of any major city, according 
to FBI. 44 murders for every 100,000 people. 

ïGrand Rapids: 11 murders for every 100,000 people. 

ÅHousing-

ïDetroit: Ranked in top 5 most distressed housing markets, 
with average home $89,500.

ïGrand Rapids:  $124,200 
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Obama Deficit Projections

ÅCBO projects the 2009 deficit to be $1.7 trillion.
ÅAbout 12 % of GDP. 
ÅCBO predicts a $10.1 trillion deficit over the next 

10 years. 
ÅThis represents the largest deficit share of the 

economy since World War II.
ÅIn 2000, we had a surplus for the third year in a 

row. 
ÅThe surplus was an all-time high ς$236 billion, or 

2.4% of GDP.
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Uncle Sam's Financial Statement

Years Compared
1987 1997 2007 2009

Deficit as % of 
GDP -3.2 -0.3 -1.2 -11.9
Spending as a % 
of GDP 21.6 19.6 20 27.4
Debt as a % of 
GDP 40.6 46.1 36.9 54.8

Adapted from Richard W. Rahn, Cato Institute, Washington Times, August 11, 2009, based 

on CBO budget estimates and projections. 
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ÅThe last time we were at 54.8% Debt to GDP 
was in 1955, under President Eisenhower. 
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State Budget Deficits

ÅNearly 2/3 of states are projecting budget 
gaps for 2011.

ÅCumulative state budget deficit of $113.2 
billion for FY 2009.

ÅFY 2010 will be even worse with a projected 
cumulative state budget deficit of $142.6 
billion.
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{ǘŀǘŜ .ǳŘƎŜǘ 5ŜŦƛŎƛǘǎ όŎƻƴǘΩŘΦύ

ÅEight states failed to meet their July 1 budget 
deadline.

ÅTwelve states saw revenue declines in excess 
of 5 percentage points from FY 2008. 
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Few States with Budget Surpluses

ÅAlaska, North Dakota, Texas, Oklahoma, 
Montana and West Virginia had budget 
surplusesτmostly due to their natural 
resources and energy income.  
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Balancing the Budget 

ÅAs Speaker of the House, we balanced the 
ōǳŘƎŜǘ ŦƻǳǊ ŎƻƴǎŜŎǳǘƛǾŜ ȅŜŀǊǎ όΨфсΣ ΨфтΣ ΩфуΣ 
ŀƴŘ ΨффύΦ

ÅUnder the first four years of the House 
Republican majority, we kept annual increases 
in spending at an average of 2.9%. 

ÅThis is the lowest spending increase since 
tǊŜǎƛŘŜƴǘ /ƻƻƭƛŘƎŜ ƛƴ ǘƘŜ мфнлΩǎΦ 
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.ŀƭŀƴŎƛƴƎ ǘƘŜ .ǳŘƎŜǘ όŎƻƴǘΩŘύ 

ÅWe kept spending at 2.9% including 
entitlements. 

ÅWe kept spending at 2.9% while reforming 
welfare and Medicare. 

ÅWe kept spending at 2.9% while doubling the 
budget of the National Institute of Health 
(NIH). 
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Policies Matter
A Model for the Country: Texas

ÅTexas was responsible for 70% of net new jobs 
in the United States in 2008.

Å¢ŜȄŀǎΩ ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ ƛǎ ŀƭƳƻǎǘ н 
percentage points below the national average.
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Policies Matter
Texas: Model Legislature

Å¢ŜȄŀǎΩ ƭŜƎƛǎƭŀǘǳǊŜ ƳŜŜǘǎ ƻƴƭȅ ŜǾŜǊȅ ƻǘƘŜǊ ȅŜŀǊΣ 
for 140 days. 

ÅThis encourages efficiency, and allows 
legislators to pursue other careers outside 
politics. 

ÅThis deters an entrenched, permanent 
political class from growing in Austin.
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Policies Matter 
Texas: Sound Finances

ÅTexas is one of only six states that did not run 
a budget deficit in 2009.

ÅSince  1988, Texas has maintained a rainy day 
fund, paid for by taxes on oil and gas 
companies, which is now worth $6.7 billion. 

ÅThe Fund can only be used if 2/3 of both 
houses of the state legislature approve.

ÅGov. Perry has vowed not to touch it in the 
current downturn. 
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Policies Matter 
Texas: Taxes

Å¢ŜȄŀǎΩ ƭŜƎƛǎƭŀǘǳǊŜ Ƙŀǎ ǊŜŦǳǎŜŘ ǘƻ ƛƳǇƭŜƳŜƴǘ ŀƴ 
income tax or capital gains tax.

ÅRevenue from state capital gains taxes tend to 
be volatile ςtied to economic cycles ςwhich 
has caused large budgetary headaches in 
other states, as politicians increase spending 
in good times and had no reserves for the bad 
times.
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Policies Matter 
Texas Likes Businesses

ÅTexas likes jobs enough to like the people who create jobs. 
ÅTexas likes businesses enough to create business incentives. 
ÅThe legislature created the Texas Enterprise  Fund and 

Emerging  Technology  Fund to provide incentives and 
subsidies for new and transplanted businesses.

ÅThis has worked: Texas is now home to 64 Fortune 500 
companies, the most of any state in the nation.

ÅThe  legislature  also  allows  Texas  city governments wide 
leeway in designing incentives to lure new businesses. 
These include: free land, cheap electricity,  subsidies 
towards the wages of higher paid workers,  funds for 
training and long tax holidays.
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Milwaukee, Wisconsin
Policies Matter

ÅUnder County Executive Scott Walker, debt 
was reduced by 20%. 

ÅWalker led the way in steering private funding 
ǘƻ aƛƭǿŀǳƪŜŜΩǎ DŜƴŜǊŀƭ aƛǘŎƘŜƭƭ LƴǘŜǊƴŀǘƛƻƴŀƭ 
Airport, providing for $199 million worth of 
capital improvements. 

ÅMilwaukee County Transit System has the 
lowest expense per passenger and the highest 
ridership per capita.



Milwaukee, Wisconsin
Policies Matter

Å7 straight budgets with no tax levy increase from previous 
year.

ÅBudget surplus again in 2008.
ÅCut debt 10% since 2002.
ÅReduced workforce more than 20% since 2002.
ÅStabilized status of bond rating.
ÅParks System is one of four finalists for best in country.
ÅPartnership with Zoological Society raised more than $30 

million for Zoo.
ÅAirport went from under 6 million passengers to 8 million 

passengers after improvements to airport.
Å6th year of Operation Freedom which is a free party for 

military personnel, their families and vets at Zoo.



Policies Matter
CaliforniaτThe Need to Reform
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Policies Matter 
California Budget Gap

ÅThe California gap for FY 2010 is on top of an 
unresolved $14.8 billion gap for FY 2009. 

ÅVoters rejected five ballot measures, which 
would have covered $5.8 billion of the gap. 

ÅCalifornia's cumulative FY 2010 gap is $38.9 
billion or 35% of the general fund budget. 
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Policies Matter 
/ŀƭƛŦƻǊƴƛŀΩǎ .ǳŘƎŜǘ wŜǎŎǳŜ

ÅGovernor Schwarzenegger made a $656 
million last-minute budget cut on July 28, 
2009. 

ÅThis makes up just 2% of the cumulative gap in 
/ŀƭƛŦƻǊƴƛŀΩǎ ōǳŘƎŜǘΦ 

Å"Those are ugly cuts and I'm the only one that 
is really responsible for those cuts because the 
Legislature left, they didn't want to make 
ǘƘƻǎŜ ŎǳǘǎΦέ ςGov Schwarzenegger
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Policies Matter

Åάbƻǿ ǎƻƳŜ ǿƻǳƭŘ ǎŀȅΣ ΨIƻǿ Ŏŀƴ ǿŜ Ǉƭŀƴ ŦƻǊ 
нл ƻǊ ол ȅŜŀǊǎ ǿƘŜƴ ǿŜ ŎŀƴΩǘ ŜǾŜƴ ƳŜŜǘ ƻǳǊ 
ƴŜŜŘǎ ǘƻŘŀȅΚΩ ²ŜƭƭΣ ǘƘŜ ŀƴǎǿŜǊ ƛǎ ǘƘŀǘ ǿŜ ǿƛƭƭ 
ƴŜǾŜǊ ŎŀǘŎƘ ǳǇ ǳƴƭŜǎǎ ǿŜ ƪƴƻǿ ǿƘŜǊŜ ǿŜΩǊŜ 
ƎƻƛƴƎΦέ 

ïCalifornia Governor Arnold Schwarzenegger, 
January 7, 2006, Radio Address. 
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Policies Matter 
Irresponsible Judges Compounded 

California Prison Crisis
ÅIn August 2009, a panel of federal judges ordered 

California to release 40,000 inmates prematurely
in the next two years.

Å¢ƘŜ ǎǘŀǘŜΩǎ ǇǊƛǎƻƴ ǎȅǎǘŜƳ ǿŀǎ ōǳƛƭǘ ǘƻ ƘƻƭŘ упΣнмл 
inmates, and it currently houses 171,085.

ÅGov. Schwarzenegger had already called for a less 
sizable # of prisoners to be released to help offset 
ǘƘŜ ǎǘŀǘŜΩǎ ōǳŘƎŜǘ ƎŀǇΦ

ÅPrison guard union has opposed sending 
prisoners to less expensive prisons. 
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Policies Matter 
New YorkτFailing State
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Policies Matter 
New York State in the 2000s

ÅState and local taxes are 50% higher than the 
national average.

ÅSpending and debt are out of control.

ÅPublic-employee pension and health benefits 
are staggering.
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Policies Matter 
NY deficit In FY 2010

ÅTo cut the current budget gap, the state cut 
programs and then raised taxes and fees 
totaling $17 billion.

ÅAlbany faced another $2.1 billion deficit 3 
months into FY 2010. 

ÅThe legislature will have to raise taxes or make 
more cuts in August.
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Policies Matter 
NY: Zero discipline, even in crisis
ÅEven in the midst of the financial downturn, 
bŜǿ ¸ƻǊƪΩǎ Ϸмом ōƛƭƭƛƻƴ ōǳŘƎŜǘ ŀŘƻǇǘŜŘ ƛƴ 
April 2009 included a nearly 9% spending 
increase. 

ÅSpending has increased by 30% over the past 
five years.
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Policies Matter 
NY hiked taxes 31% for the top bracket 

of earners
ÅTo bridge the budget gap ςand pay for the 9% 

budget increase ςthe legislature raised the 
top income tax bracket to 8.97%. 
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Policies Matter 
Employment

Å¢ƘŜ aŀƴƘŀǘǘŀƴ LƴǎǘƛǘǳǘŜ ŜǎǘƛƳŀǘŜŘ ǘƘƛǎ ȅŜŀǊΩǎ 
tax hike will destroy 22,000 private sector 
jobs.

ÅUnemployment is expected to clear double-
digits during FY 2010.
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Policies Matter 
²ƘƛƭŜ ǘƘŜ ǇǊƛǾŀǘŜ ǎŜŎǘƻǊ ŦƭŜŜǎΧΦ

ÅThe legislature failed to enact a public sector 
pay freeze, even as taxes increased and 
services were slashed for FY 2010.

ÅThis would have saved the state $2 billion in 
FY 2010.
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Policies Matter
Pay Raises

ÅмслΣллл ƻŦ bŜǿ ¸ƻǊƪΩǎ ǇǳōƭƛŎ ǎŜŎǘƻǊ 
employees received a ~3% raise in April 2009, 
while other states in similar situations froze 
pay or imposed furloughs.

ÅThe national household income only increased 
1.7% from 2007-2008. 
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Policies Matter 
2010:Another multi-billion dollar 

budget gap
ÅThe deficit projected for the next fiscal year, 

beginning April 1, 2010, has already doubled 
to $4.6 billion.

ÅIf the legislature does not reform budget laws, 
the deficit may grow to $13.3 billion in the 
year beginning 2011, once stimulus money 
stops flowing to Albany.
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Policies Matter 
The Crisis: Education

ÅNew York had the highest per pupil spending,  
65% above national average.

Å5ŜǎǇƛǘŜ ǘƘƛǎΣ bŜǿ ¸ƻǊƪΩǎ ǎŎƘƻƻƭǎ ŀǊŜ ǊŀƴƪŜŘ 
22nd in the nation by U.S. Chamber of 
Commerce.
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Policies Matter 
The Crisis: Pensions

ÅBoth parties in Albany have been hesitant to 
ǊŜŦƻǊƳ ǘƘŜ ǎǘŀǘŜΩǎ ǳƴǎǳǎǘŀƛƴŀōƭŜ ǇǳōƭƛŎ ǎŜŎǘƻǊ 
pension programs. 

ÅEven in times of crisis, the state legislature 
adds last-ƳƛƴǳǘŜ άǎǿŜŜǘŜƴŜǊǎέ ǘƻ ǇǳōƭƛŎ 
sector pension plans, increasing benefits and 
lowering eligibility requirements.
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Policies Matter 
The Crisis: Pensions

ÅThe legislature passed a bill that allows certain 
police and firefighters to be eligible to collect 
two pensions, one from their uniformed 
service and one from a civilian public position.

ÅNew York also allows NYC Emergency Medical 
Technicians who have been granted disability 
pensions to collect that pension and to work 
in other civil service jobs, even though they 
have been determined to be disabled.
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Policies Matter 
The Crisis: Medicaid

ÅMedicaid per capita spending in NYS is 79% 
above the national average, and the 
legislature has only made token steps to bring 
down costs.

ÅbŜǿ ¸ƻǊƪΩǎ Ŏƻǎǘ ǇŜǊ ǇŜǊǎƻƴ ŜƴǊƻƭƭŜŘ ƛƴ the 
program, $7,927 annually, is nearly twice the 
national average of $4,575, and nearly three 
times the California average of $2,740 (FY 
2007).
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Policies Matter 
Gaps will only get worse

ÅAlbany created a budget based on rosy 
economic predictions, which have not come 
true.

ÅThis year, state budget officials estimate that 
income tax revenues will be down more than 
$1.1 billion from earlier budget estimates.

ÅSales tax revenues are also grim, dropping at 
rates far worse than after the Sept. 11 attacks 
or during recessions going back to the 1980s.
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Medicaid Spending Compared

ÅCalifornia
ïPer enrollee: $2,740

ïGross total: $36.0 billion  

ÅNew York
ïPer enrollee : $7,926

ïGross total: $44.3 billion 

ÅTexas
ïPer enrollee : $3,367

ïGross total: $20.6 billion
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Average Medicaid Spending by State

ÅThe national average per state is $6.3 billion 
per year. 

Å¢ƘŀǘΩǎ ŀ ǘƻǘŀƭ ƻŦ ϷрΣ нлл ǇŜǊ ŜƴǊƻƭƭŜŜΦ 

ÅIn comparison, New York spends $44 billion a 
year, with an average of $ 7,900 per enrollee. 

ÅIf New York spent the same as the national 
average per enrollee, they would save 
approximately $15.2 billion. 
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Federal Match

ÅGiven that the Federal Match Multiplier is 50%, 
the Federal Government contributed $22 billion 
to NY for Medicaid spending (in FY 2007). 

ÅThis is equivalent to the Federal Contributions to 
all of the following 18 states:
ïWyoming, North Dakota, South Dakota, Montana, 

Vermont, Alaska, Delaware, Idaho, Hawaii, New 
Hampshire, Nevada, District of Columbia, Utah, 
Nebraska, Rhode Island, Maine, Kansas, and West 
Virginia
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ÅThe scale of change required for a successful 
America with successful state and local 
governments is clearly enormous. 

ÅThis transformation requires principles of real 
change.

ÅQUESTIONS & ANSWERS
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PART II-VALUES AND VISION FOR A 
SUCCESSFUL AMERICA

ÅCreating a 21st century vision of success and 
the policies government and budget needed 
for success.
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ÅBudgets are a function of government. 
Governments should be a function of the 
society you are trying to create. So successful 
budgeting starts by defining a successful 
society. 

ÅIf you start budget talks by talking about the 
budget, you are actually making a mistake.
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DEEP-MID-NEAR

ÅDecisions must be made in deep-mid-near 
order. 

ÅFor America today, deep is 15-25 years, mid is 
5 years, without deep and mid, how do you 
decide today? 
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ÅYou always plan back from successτyou never 
plan forward from today. 

Today SUCCESS
USA 2035
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Abraham Lincoln and the Railroads 

Å1829- George Stephenson launches the 
ǿƻǊƭŘΩǎ ŦƛǊǎǘ ǘǊŀƛƴΣ ǘƘŜ Rocket, in the UK.

Å1832- Abe Lincoln, at age 23, campaigns for a 
seat in IL General Assembly on platform for 
building railroads in IL. Never seen a railroad.

Å1858- Lincoln rides railroads to Lincoln-
Douglas debates for IL senate seat, where he 
famously articulated his case against slavery.
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ÅAugust 13, 1859 ς150 years ago todayς
Lincoln looks across the Missouri at Council 
Bluffs, and promises a transcontinental 
railroad.

Å1862- signs the Pacific Railroad Act, which 
paves the way for the Transcontinental 
Railroad.

ÅMay 10, 1869- the railroad is connected at 
Promontory Summit, UT.
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ÅVisionary leaders see deep and live their lives 
working towards getting the deep to happen. 
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3 Books on Metrics

ÅRudolph Giuliani, Leadership 

ÅWilliam Bratton, Turnaround

ÅMichael Lewis, Moneyball
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Two Sets of Values and Two Visions 

ÅIn America today, we are under two sets of values 
and two sets of visions.

ÅOne set wants a strong, centralized government that 
defines society. 

ÅWe want a society that defines government. 
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ÅWe believe the key values are safety, 
prosperity, and freedom. 

ÅThat means we want to have a robust, healthy 
society; a productive, creative, prosperous, 
entrepreneurial economy; a limited, effective 
government, with power decentralized 
wherever possible. 
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ÅBecause you have two world views, and you 
have these large, complex institutions, you 
really have 3 challenges to success:

Winning the 
argument- is there a 
prop I can make? 
What do we need to 
do? Will you give us 
permission to do it? 

Training and 
educating the staffs 
that implement, 
otherwise they will 
revert to the old 
order. 

What do you do 
about the people 
who have the raw 
power to say no? 
Self-interest is 
destructive to 
general interest.
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4 Roles of a Leader

Å Because we believe that society transcends 
government, we believe there are 4 roles of a 
leader:

1. Visionary Definer

ïAgenda Setter.

ïValue articulator for the community.
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п wƻƭŜǎ ƻŦ ŀ [ŜŀŘŜǊ όŎƻƴǘΩŘΦύ

2. Symbol of Community

ïPower and Standing.

ïSending Signals of Legitimacy.

ïUsing your office to honor, empower, and 
strengthen those who are doing what you believe 
is important.

3. Recruiter of Talent and Energy

ïGather of community resources to achieve goals 
you believe in.
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п wƻƭŜǎ ƻŦ ŀ [ŜŀŘŜǊ όŎƻƴǘΩŘΦύ

4. Administrator and manager of government

ï Remember the urgent drives out the important.

ï Leadership is forcing the important ahead of the 
urgent. 
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ÅThe great challenge for the big government faction is 
the 20th century bureaucratic models simply cannot 
deliver in the modern world: 

ïKatrina with FEMA

ïControlling the Border

ïRoad building in Afghanistan

ïDetroit Schools

ïLA Red Tape

ïOutright fraud τcriminal activity τaccounts for as much 
as 10 percent of all healthcare spending.
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ÅThe current effort in Washington is an attempt 
to create new layers of the same old 
bureaucracy.

ÅWhat they describe as new is actually more of 
the same.
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Principles for a Successful 21st Century 
America

Å 4x-7x more scientific growth and 
technological knowledge. 

Å China and India as powerful competitors. 

Å .ƻō /ƻƳǇǘƻƴΩǎ Two Million Minutes, 
2MMinutes.com  as a study in American-
Indian-Chinese competition. 

Å For America to be successful, we have to 
continue to be the most inventive, most 
productive, most prosperous economy on  
the planet. 100



ÅIf we have a 20th century bureaucracy, and a 
20th century government, what are the 
characteristics of the a 21st century 
government? 
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NUMMI Plant

ÅCreated in 1986. 

ÅToyota and GM.

ÅFirst automobile joint venture.

ÅImplemented Toyota's lean manufacturing and 
management system. 

ÅEmphasis on cooperation, training, teamwork, 
responsibility, and putting safety and quality 
first. 
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ÅWe have to have lean, effective, limited 
government as decentralized as possible.

ÅContinuous improvement. 

ÅConstant focus on reducing muda (waste).  
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ÅEstablish pro-creativity, pro-productivity, pro-
entrepreneurial policies.
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Å Principles-

1. Transparency

2. Establish and Use Metrics within a Values/Vision 
Model

3. Scan science and technology

4. Look for better systems everywhere 

5. Build public-private partnerships

105



ÅThen you want to design strategies to achieve 
the desired metrics.
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ÅSomewhere in the world someone is doing 
something better, which means you result in a 
system that drives constant change. 
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PART III
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Better, Faster, Cheaper: 
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The Challenge: To Create Public Value 

with Quickly Declining Resources

ÂDemand for public services already exceeds 
capacity

Â Incremental improvements will be insufficient to 
meet the publicõs needs

ÂThe Baseline is a Total Transformation of 
Government OperationsñNeed to Create and 
Expectation of Innovative Results.
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The Response

ÂA òBetter, Faster, Cheaperó approach that focuses 

relentlessly on results. 

ÂThe òBFCó approach is a two-step method of analyzing 

government that can be applied to a variety of 

functional areas (social services, public works, 

infrastructure, environmental, criminal justice, 

education, etc.)
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Steps of BFC Approach

ÂStep 1: Reexamine and rearticulate the 
public purpose of every program.

ÂStep 2: Create real operational 
improvements through  various òBFCó 
techniques
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Step 1: Clarify the Public Goal ð

What Public Value is Being Created? 

Reexamine and rearticulate the public purpose of every 
program and activity.

Â Articulate the goal of every activity in terms of the valuebeing created for 
citizens. For example:
Â Improved public health, not better Medicaid; 

Â Education for children, not just better public schools

Â Measure mobility, not new highway lanes or transit lines

Â Determine if the public good sought is a natural by-product of another more 
fundamental good (better jobs create affordable housing as a by-product)

Â Ensure expenditure of public resources does not displace action by private or 
social actors.
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Step 1: (Cont.) Rethinking Public Value

Â Homelessness in New York City: Saw itself in the business of 
sheltering the homeless. This meant their goal was to create more shelters, 
which needed more money, and perversely increased homelessness. Once 
they reset their mission to preventing homelessness, they shifted to earlier 
intervention and supportive housing, thus reducing the problem and helping 
more people less expensively.

Â Health Care in Washington, DC: Saw itself in the business of 
running public hospitals. Once they recognized that the real good was public 
health, not public hospital--thus converting to a series of integrated 
community health clinics that intervened earlier, more effectively and less 
expensively.

Â Oklahoma Disability Program: Moved from paying nonprofits to 
act as job coaches to the disabled, to paying for a resultñjobsñwhich 
produced actual, long-term jobs for the disabled.
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The Real Goal is Better Health, 

Not Better Medicaid

ÁElectronic Records + Medicaid Information Systems + DiseaseManagement 

and Care Coordination (Case Management) = real savings and better health: 

Blue Cross & Blue Shield of  Tennessee stratified the Medicaid population by looking at 

an òimpactability indexó to prioritize outreach to high risk patients. Predictive data 

identifies vital gaps in healthcare services.

Deliver Public Value, Not Just Expensive Activity

Program assessments and predictive modeling drive reform
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The Public Value Statement:

òCash for Clunkersó
What is the òPublic Valueó being sought?

òTo help new car buyers.ó

òTo help auto dealers and auto makers.ó

òTo reward people who drive gas-guzzling, polluting cars.ó

òTo get high-polluting cars off the road.ó

A òmore efficientó cash-for-clunkers program is not the goal!  

Insight: Goal of  Change Under BFC is Effectiveness, not Efficiency
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òBFCó Approach: Step 2

Explore new ways of creating that public value 

using a variety of òBFCó techniques:

Â Competition/Outsourcing/Public-Private Partnerships

Â Leverage Technology

Â Change incentives for producers: Reward results, not effort

Â Change incentives for consumers: Drive efficient behaviors

Â Governing by Network: (Leverage private sector, philanthropic, non-profit, 

citizen volunteers, etc.)

Â Changing the rules of the game; revitalize the productive capacity of 

government by altering the framework in which public action occurs
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Benefits of BFC Approach

ÂCreates blank slate for fresh thinking

ÂRelentless focus on public value

ÂRelentless focus on results

ÂUses the innovative creativity of the market to 

promote a public outcome
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Challenges of BFC Approach

ÂDisruptive: Hard to alter the status quo

ÂRisky:  Interests of those affected always more 

intense than those benefiting 

ÂLeadership: BFC Approach requires leadership 

to mitigate these and other challenges



BFC Tool #1 - Competition

ÂLessons from Indianapolis

ÂOver 80 competitions

ÂAverage savings 25% no matter who won

ÂQuality always  up

ÂEmployee Satisfaction Increased 

ÂLargest Military Base PrivatizationñSame 
Result
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Indy Advanced Wastewater 

Treatment Privatization

Â Cumulative savings over the 

ten-year term were $189 million

Â Water quality equal to or better 

than historic standards

Â Equipment maintenance equal 

or better in all cases

Â Employee grievances reduced 

97% in the first year 



Indy Case Study 2:

Regulations and Competitiveness

Â Public employees are often burdened by paperwork 
that does not add value

Â Regulatory Study Commission asks whether the 
benefits of paperwork exceed the costs

Â Over 68,000 transactions per year have been 
eliminated or totally streamlined

Â Savings to citizens are over $3.5 million in fees and 
hundreds of thousands of hours



Competition in Infrastructure

Private Production of Public Goods

Privatization Today:  Setting the Scene

Å Government is delivering ever - increasing high -quality government 
services through third -party providers.

Å Privatization is no longer about ownership of a public asset: 

ï Sell the wastewater plants, contract out the operation of them, or 
keep the ownership and management? 

Å Success should not measured by how much privatization has occurr ed but 
by how well government performs as a result:

ï The more units of public value produced per dollar spent, the mo re 
successful the trend.

Å For government to move forward, private and not - for -profit providers 
need to contribute public value by providing solutions.

AS OUTSOURCINGS ATTEMPT TO SOLVE MORE COMPLEX 
PROBLEMS AND BECOME MORE COMPLICATED TO MANAGE, THE 

STAKES WILL INCREASE
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A Partial List of Outsourcing and 

Competition Options
ÁHazardous waste clean-up services

ÁRevenue processing

ÁEnvironmental inspections 

ÁRoad, street, guard rail, and bridge 
maintenance

ÁMowing (parks, right-of-ways, other)

ÁRoad striping

ÁWeed spraying

ÁRoad construction

ÁInformation systems management

ÁData center management

ÁSoftware development

ÁWebsite development and hosting

ÁInformation technology help desk

ÁFleet maintenance

ÁFuel facility maintenance and operations 

ÁFacility management

ÁGrounds maintenance

ÁWarehouse operations/supply 
management

ÁHVAC maintenance

ÁSecurity services

ÁFood service

ÁHousekeeping/janitorial services

ÁJail management (overall, medical, 
pharmacy, laundry, food service, 
concession) 

ÁJuvenile justice education and treatment 
services

ÁMeter reading and management

ÁUtility billing and collections 

ÁSolid waste collections 

ÁAbandoned vehicle operations

ÁTowing operations (street towing, 
accident tows, other)

ÁParking enforcement

ÁEnergy audits

ÁTelecommunications audits (including 
MPLS transitions)

ÁPension audits

ÁPension administration

ÁTax collections

ÁProfessional and occupational 
certification 

ÁReal property management and disposal

ÁCapital asset disposition and management

ÁRisk management administration

ÁRisk management claims processing

ÁAccounts payable and accounts receivable 
management 

ÁTravel management services

ÁWorkers compensation administration

ÁWorkers compensation claims processing

ÁInternal audits

ÁExternal audits (general)

ÁLaw enforcement photo shop

ÁTHOSE UNDERLINED DONE IN 
INDY

ÁChild welfare case management services

ÁFoster and group care

ÁJob training services

ÁGolf courses

ÁParks management

ÁSwimming pool operations  

ÁConference centers

ÁResorts/hotels management

ÁFood and beverage concessions

ÁMarina management

ÁTree nursery management

ÁHospital management

ÁMental health/counseling services

ÁSubstance abuse centers

ÁHealth education services

ÁPayroll processing

ÁPrint/copy services

ÁGraphics services

ÁMail services

ÁCourier services

ÁInvoice processing

ÁLegal services

ÁBanking services

ÁSection 8 Public Housing management

ÁLand records and government records 
management

ÁClaims processing, including payments, 
violations, and others 
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Infrastructure

Â Public Infrastructure: the playing field is tilted against 
value

Â The issue should be whether the end result will benefit 
the public, not who owns or finances it 

Â Public officials focus on the wrong type of control

Â Public should control for access, equity, fairness not 
necessarily control who finances or maintains


