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s a yoime engtoeei; I
remember sitting in a dty
couodl meeting where a
semm coUeague presented
my aoal^is on fee mas-

Sm backlog of road maintenance (he
commmaty was fadng.

My estimallnn was that &e capital
budget needed to be mcreased by five
times fun to keep from faUmg further
tehind. This fdl like a total disaster!
Then was no way that ktod of budget
incxease was ever going to happen,
especiaUy given the long Bst of other
needs the dty was faring.

And I knew that the obvious question
of reckumng miut be cammg: How did
we get to UiiB point?

My colleague saberly rCTiewed the
numbers and then deftly shifted the
convEEBatian Into a discussion ou fund-

ing. The dty could raise taxes which, of
cauTEe, we were not recmnmendmg. Bet-
ter Dot to be the one to open fliat book
since ereryane In the mom uDdfiEBtaDds
how that story ends.

There was hope that the state azid
federal govcriunents m^ht come up with
scane solutioi^ especially siace so inany
places are in the same situation. Hope,
m this Instance, is a feeling sort oflite
people have wfaen tiietr team is down
flnee SCOKB with the dock nnuiing out.
We all know success is highly uiililtely,

but remember that one game. .,?
Hope Is a psychological MdgE that

allowre us to justify embracing the Holy
Tltalty ofDecUu; gnmth pmjectlonB,
subsidies, and debt.

We hope new growth wiU provide
more revenue. Our desperation-
although we woukl rather call it "corn-
mitment"-is such Ihat we're prepared
to substuiize diat growth into eristeiK^,
if need be. And when aU else fitila, we
can hamUe this cash shortfall, which
we hope is tanporary pven fhat we'ire
iavestmg in grcwtli, by taking o& debt.

Tto my dismay, the preBentation
coded without a recbanuig. The hard
ques&m was never aaiked, and so
the uiicoan&rtaUe reality was never
exptored. Still, at some point oiver fhe
coniing days, I was certain that nearly
everyoaie in attendance would ponder it.

How (Ud this hqipen!

An lawhwnigr Crisis
The people who moik at i^liigs ageucies
laigely belteve (hat mumapal debt is as
dose as an investor can get to riak-free.
This holds even in states like Illinois,
New Jersey, and California, wherc
pEDElons am a hlmlm^ red light on the

dasUioaid of every budget projection.
The mnsenaut belief is that, since

widespread mumdpal defaults have sat
hqipened since fhe Great DcpEessiGia,
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By Charles Marohn, jr.

they are not likely to happen in iSse future.
Thece is a lot missing in that

narrative. The first is that nearly every
local government in the United States Is
ameatly ddaulting on tbai otillgatlons.
Local govemmmts mate aU Mcda of
promises-to properly Tnaintain infta-
structure, to adequately fund pensions,
to staff police aiid fire departments-that
they are tailing to Iteep.

UaIUte a debt defauft, these Bofl
defaults are aiplalned swaf as public
policy choices. This ignoies (he connec-
tion between Ae capacity to pay debts
and the capacity to keep oflier promites.

Botb rdy on local government tgh
pmg into fhe wealtli of the community.
Whatever combination ol propmy, sales,
and income tax ie used, there must be

capacity there to pay.
'KIU cant tax wliat'a not aere. As

public obIigationB grow, private wealth
wifhia the cammmuty must keep pace.

 

t accoimtmg rules and pracUces
completely ignore this reality-

When a community builds fl new
road, that piece of in&astracture comes
with a future obligatidi for maintenance.
Local ofBrials can estimate, wtth a good
degree of predrion, when that obtigatton
will mme due and roughly how much it
mSl cost.

Ea noimal accountiiig tenmnology,
that would be considered, a future
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liability. la the magical world of munid-
pal accounting, howevei; that road is
labeled aa asset.

NCTCT inind that it can't be sold or
transfeiied, and nsvETEiiiid tfaat it car-

nes a future maintenance obligation, it's
counted on the aaset side of the ledger.
Standard accounting practices state that
the more roads a coamnunity has and
the more funue promises it makes, the
richer It is.

Simultaneously, these same rules
give no cozisidecation to tiie wealfh
being creatBd, or not. That new road can
serre 100 milfian doUara of pmpeny or a
tax-aiempt forest; It's aU (he same on (he
community's batace sluet,

If flris sounde incoheieait, it is.
National economic policy since the Great
Depression has focused on growth and
employment, not an. the broad creation
of wealth. In the woidt of Czech econo-
rsast Tbmas Sedlacek, we've been willmg
to "sacrifice stability to achieve growth."

Local govemmeats can't functton Bris
way, not over Ae lcag run. They can't
take on more and more proinised wifhout
gene'cating aiau^i wealth to meet tfaose
obligatious-not wiliiout a reckQmng.

lllackntlfltoaHh
Consider a common North American

devetopmat scenario, ODE that played

out in my hametawn of Braineni, Mtn-
nesota. Tffo identically sized blocks are
sqiaiated by a third,

They are in (he same neighborhood
and on (he same UoroaghfaiE. Tbef
are fte same dze'and have'fhe same
amount o{ pubBc iiAastructura and
maintenance cost.

The westeriy block I've labeled
"Old and Bli^ited. " It was erected in the
1920s, back when oe^Kborhoods were
bufft mcrementally over time. When
Aese buildingp were conscructed, this
was tfae far edge of town. They were
small inveatmeate that, if things worked
out, coiibi be eayanded and m^iioved as
the commumty grew.

There would not have been any
public infirastmcture when ttiese WCTG
built; theoiefically, that would come later
when the neighborhood reached a lerel
of maturity that juadfied de oagotng
public expense.

What ym. see demonstrated in 1iie
Old and Blighted btock Is the way that
dvilizatkms have been buildmg foT
thousands of years: They begin wifh
iwfbing, but with time and effort, they
aid up creating somethmg. HiBtaricaIly,
this is the first buiUing block of a suc-
cessfiil place.

Contrast this with the easterly block,
which I've labeled "Shiny and New."

This block used m look like the Old
and Blighted block, but Ihe comramiity
worioed to get those bailduigs torn down
and replaced by a aew drive-through
taco restaurant

Not only did thfe tiansaction reinorc
bli^bited properties, but the new site
met afl. the city's poliq? objecdves. It
fully conformed wife .the zoua^ code,
todudJCtg setbacks, lot coverage and
sign placement.

It eliminated the oii-atreet parking,
aUowing traffic to fkw more smoothly.
It even provided giemspace and iome
stonnwater retentian rapacity.

By nearly ereiy meaimable ob)ectlve,
the Shiiy aad New block is more desir-
able than the Old and Blighted Uock.
There is one signiflcmt measuiement,
tsjwevfa. where it falls diort: wealth.
Ibtal Vafae of tfie OH and BBgfited Stock-
$1,104,000.
iiXai Value of fte Stoiy and New Black

$618,000.

Tliat dectepit, old Uock the nmmmnity
would love to have razed is worth 80
percent mare than the modem block. It
pays 80 pereeat more property ox to the
community. And not DDly does the Old
and Blighted block outpeifomi. finan-
daily by a aigntBcant amgin, it does BO
at (he Bame cost to the taapayer.

Rgure t Braimnl Bloua.
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Thls.l"u'tmSi°" dTl'a<he gm*lh'" P°P"toUT. '.t of Pipe, and flm hydmnte In the uty of Lrtayette, Loulstani, betweBn
1949 and MIB. Whltethe population has InismaBad only UBmBa since law. Uff amount or interTn
dty hm grown man» times lainer.

flaurei. m« math almply doeant . dd up.

This is a pattern we see repeated
erciywhere across North America.

Simple Math
Despite the obfuscation of modern
acmuntmg practices, tfie math equa-
tion for a local govecDDiient ts fairly
straight&nranl: a public mfrastructure
mvestmeat must generate euough
private wealth to pay far the ongomg
replacement ami repair of that ia&a-
sta-ucture oi; if it is to be sustained, it

must be subsidized by a more financially
productive part of the system.

Analyses of new devetopmenls
sygBEst fhat a jTunmumi of $20 in private
wealth is needed to sustain, fm" fhe long
tem, each dollar of puUlc in&astruc-
tuiE mvestment. A ratio of 40:1 would
pmvide an optimal bufte for future
uncertainty.

fet, when we examine modem NorUi
American localitiEs. it is common to find
ratios of 1:1 or worse. That is, in the
cunent developmfiiit pattern, it takes one
dollar of public infrastructure investment

to create one doilar of private wealfh.
That's a fonnula for ecooomic disastei.

Consider a mmilc^ial Bewer syatan.
Pre-depression systKDs tEDjded to idy on
gravity flow, which is aitremely cheap
once the pipe is InstaUed, FiDpatles
of that period tend to be skinny and
deep, minimlriTig (he amount of jnpe
needed per umnectlon (oa. said anodier
way, marimiring the amount of private
wealtt per loot of puBIli: obligation].

Good inbaa design would place
buildings on higher gmund with treat-
meat facilities dafwiihill, a setup with a
lower financial bum rate.

Tbday, desigmra geneially don't
worry about the public's ratum-on-
investment. Parcels are wide and

shallow, spread out with a lot of gaps in
between. Pumps, which are expeafiiTO
to operate, maintain and replace, are
commonly used to provide service to
marginal properties.

This is all eqiaisiw, and whfle
the imtial constmctton costs are often
covered by a dev&opeT and rolled into
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die sale price of the home, taxpayera
assume the burden of providing ongo-
tog service and matoteDance.

Tfet, despite the large discrepancy
In public cost, a residential lionie on a
remote lot with a dozen pinnps to get
its sewage to a treatment facility will be
chaiged the same as fhe home on the
narrow lot with gmrity flow aU the way.

With decades of building in this
iiew style-everytUng sprEad out
across the landscape-the coata are
enonoous yet the .comparative wealth
is maiginal. OUT oommumtiM are
bigW yet flnandally less productive.
W6 Ilsve grown OUT tax base, but our
expeuses have grown even more. TUs
is not workuig.

A Sbwii Towns Appmadi
In the cuirent approach to managing
local govermnmts, the more tliey gmw,
the poorer they become. While fhs
growth may improve a dty or county's
short-term cash flow, it destroy the
locg-tenn solvency.
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It all gets back to that simple math
prahtem. Tb make our commuiutifis not

just solvent but flnmdally ttrong and
lEtiHent, we niust iBaease our wealdi

without maeasing-aDd periiaps even by
decieasing-^aur eiq»ea5es.

Instead of focusing oa new growth, we
need to obsess about making more produc-
tive iise of that which we've already built.

Tliafs not a'modest tweak in approach
but a radlcai rerolutlcn in how we plan,
maiu^e, and inhabit our dties, couisties,
and neigtaborhoods. It calls far a different
relatiouship between local government and
TEsideilts? between management pmfes-
sionals and fhe cominimities fhey serve.

U requires that flie priorities of &e
state and fednal gavemmeots to boost
economjc growth and lower unemplay-
Boeaat becmne suboMiinate to the essaitial

lequuement that local gavea'aments Temain
flreindally viable.

A ttiong country Is the byproduct of
having strong communities and neighboT-
hoods, not a sulMtltute for it.

There SB no dear road map for tUs
ravolutfoa. No nation in Uatoiy Iias
systematically trassfOTiiied the develop-
inent patten of an entire continent,
wltMa a single ggiwration, cfemgmg
everything about Iiow we make a living,
tranaact with each other, fall In love,
make collaborative decisions. Iffiep
tfae peace, and perform other social
functions i,

Wte find oursdves c^erating without
universal answers to the complex
problems communities and neighbor-
hoods face. A Strong Tbwns, we seek
to diacover rational ways to respond to
these challenges.

Here is our approach:
* Kdy on snsall, mcremental mveU-

ments (Bttle bets) mstead of laige,
tTansfoimatiTC pmjects.

. Emphasize resilieniy of result aveT
efBdency of emcutlon.

. Design to adapt to feedback.

. Inspue by bottom-up action (chaotic
but smart) and not top-down systeme
(onieriy but dumb].

. Seek to conduct as much of lift ae
possible at a persoiial &cale.

. Obsess about fflccouDtiiig far revenues,
expeaBGG, asset8, and long-term
BahUitlea [do the mafllj.

The Stnniig ̂ iwns movicnettt is

growu^i. We have (housands of mem-

beis around die world, mcludiDg etarted
officials, inanageinait pnrfessionals, and
many other people who shaxe a passion
to building great places. These people
are working collaborativriy to make
their commmiitiffi and na^iboihoDds as
stmng as they can be.

Yiu csa\ team more and join us la fhis
revolutioa at www. stroi^towns. org. (M

[I CH*RU81AROHN, Jlt, iB
! ptoudwit, Strong Towns, and livsB m

^J ^ Bmineid, Minnesota (flclinarohn;
tBamCBtKingtowneflrg; all Strong

!* Towns staff iTiBmbeFB work renwtely).
Ha will be . fealund «pu*K u ICMA'B 104th
Annual ConferanoB in Bdtimors, Maryland,
Saplember 23-28, 2018.

WHAT'S MORE IMPORTANT:
jmYOR^K^^m^^^

Wte say both. Turn strategy into execution with
Cartegraph's high-performance government

software and coaching
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