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Local government
fragmentation refers to the
fact that local governments
are broken into many, often
overlapping jurisdictions. In
aggregate, local governments
spend a great deal of money.
It is reasonable to ask if

the public’s interest would

be better served through
improved coordination of
government at the local level.
Information-age approaches
for improving the financial
performance of government
through networked enterprises
and government as a platform
can enhance coordination and
provide many services and
financial benefits, but there

is one disadvantage of local
government fragmentation:
resource inequities among
local governments, also known
as “fiscal disparities.”

We will use the following criteria to
evaluate the financial potential of
networked enterprises:

= Economization:Lessmoneyis
spentin total (assuming that too
much was being spent before).

= Efficiency: The “perunit” cost
of public services declines.

= Value: The benefitcreated by
each dollar of public money
spentgoesup.

We will conduct our examination
through the lens of GFOA's Financial
Foundations for Thriving Communities.
This frameworkis based on the Nobel
Prize-winning body of work about how
tosolve shared resource problems,
like local government budgets.' One of
theinsights from this workis that, in
general, the local users of a commonly
ownedresource will bein the best
position to decide how to allocate the
responsibilities formaintaining and
thenallocating the resource amongthe
users of thatresource. Thisis because
local users have a sense of what their
needs are and whois best positioned
to take on theresponsibilities to
meetthose needs. Thisimplies that

Networked Enterprises

An Information Age Solution to Enduring Problems?

B BY SHAYNE KAVANAGH

because local governmentis closest
tothecitizen, it will be positioned to
allocate public resources with the
greatest efficiency, accountability,
and responsiveness. This will be
especially true when there are local
differencesin citizens’ demand for
public services and the willingness
to pay for them.

Thisinsightis sometimescalled the
“principle of subsidiary.” However,
Financial Foundations for Thriving
Communities does not call for
atomization either. It shows that
there are substantial gains available
from wide-scale cooperation, and
coordinationis needed for the best
use of shared resources. Going
further, other challenges that
communities face often cannotbe
addressed by a single government.
Asinglelocal government may not
have the authority, capacities, and/ox
resources needed. Thisis especially
true aslocal governments contend
with tighter budgets and more
complicated problems like child
literacy or drug addiction. For these
reasons, Financial Foundations
advocates thatlocal governments
form “networked enterprises.”

NETWORKED ENTERPRISES
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NETWORKED ENTERPRISES

A networked enterprise connects
separate actorsin the pursuitofa
shared vision and objectives and
multiplies their collective power
toachieve that objective by tying
them togetherin a system of mutual
accountability. Networks are

often associated with information
technology (e.g.,asocial media
application like Facebookor a
cryptocurrency like Bitcoin).
Networks, however, do not have to
exist purely as bitsand bytes. The
distributed and essentially free
communication made available by
information technology has given
rise totheincreasing prevalence
of networked organizationsinthe
physical world.

Localgovernmentsare starting torely
onnetworked forms of organization to
solve community problems, without
growing public budgets.? These local
governments have realized that: there
afinanciallimitstowhattheycan
dowithin their own authority and
resources; many problems of greatest
concern to the public require the
efforts of multiple sectors and may

responsibility of one local government
jurisdiction; and individual
communities are better off when the
whole region prospers. In this article,
we will examine four instances of
local governments that have formed
successful networked enterprises.®

= SanBernardino Countyin
California created a clear, shared
vision for the entire county and
enlisted organizations from many
sectorsin this vision, including local
governments within the county.

= TheSan Antonio Community Vision
isremarkable for several reasons,
including surviving three changes
inmayoralleadership, extensive
community participation, and
getting results onissues that the
community cares about.

= Battle Creek, Michigan, created
acommunity vision called
“BCVision.” Ithasbrought together
public, private, and nonprofit
entities and has been positively
received by citizens. Battle Creekis
alsointeresting becauseitis much
smaller than the two governments

A networked enterprise
connects separate actors
in the pursuit of a shared
vision and objectives and
multiplies their collective
power to achieve that
objective by tying them
together in a system of
mutual accountability.

= Asyouwill see, the examples above
are impressive and comprehensive.
We will also discuss the potential for
more modest networked enterprises,
with more limited goals.

After we examine these cases, we
will close by summarizing the
potential for networked enterprises
to economize spending, improve
efficiency and/orincrease value.
Readerswith limited time can skip to
these summaries for the bottom-line

not fall squarely within the locus of above (61,000 people). conclusions on networked enterprises.
EXHIBIT 1 | ELEMENT GROUPS
ELEMENT PRIVATE NONPROFIT PUBLIC

Kelly Space & Technology, Inland Empire Economic Partnership First 5 San Bernardino
Education Inc. (aerospace and defense (private and public sector organizations (Agency that supports early

technology company with advanced
environmental testing services)

that support job creation, leadership,
and regional advocacy for the area)

development of children in
the first five years of life)

U.S. Fish and Wildlife Service
(San Bernardino County has a
high portion of land owned by
the federal government)

Endangered Habitats League

(dedicated to the protection of ecosystems
of Southern California and sensitive and
sustainable land use)

Mitsubishi Cement (manufacturer

Environment with a major plant in the region)

Hospital Association of Southern
California (represents the interests
of hospitals in San Bernardino and
nearby counties)

Faith Advisory Council for Community
Transformation (faith and community leaders
committed to promoting healthy, revitalized,
and sustainable community transformation)

San Bernardino County

Wellness Sheriff's Department
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BD San Bernardino County,
B California

an Bernardino County
islocated eastof Los
Angelesand ishome to
about 2.2 million people.
In 20089, the county

had an $80 million deficit, which
wasrolled into the nextyearand
which was equal to 10 percent of the
totalbudget. Atthe same time, the
county approved salary and benefit
increases for employees. Clearly, the
county wasnot headed in theright
direction. New leadership came

into the county to turn the situation
around. Part of the solution was, of
course, more prudent management
decisions. However, there were many
issues in the communities that San
Bernardino County government
served. If these were not addressed,
these communities would not be

an attractive place tolive or do
business. The county government
could not take all of these issues on.
The county needed to enlist the aid of
othersvia anetworked enterprise.

After the County Board of Supervisors
commissioned the “San Bernardino
County 2010 Community Indicators
Report,” their first step was to assess
the conditions of the localities within
itsjurisdiction. The report found that
high poverty, high unemployment,
low graduation rates, and low rates of
enrollmentin higher education were
prevalent. The findings provided a
good reason for organizations from
across the San Bernardino areato
come together.

Next, with help of tworegional
agencies (the San Bernardino County
Council of Governments and the San
Bernardino County Superintendent

of Schools), San Bernardino County
formed eight “element groups” that
included stakeholders from across the
community. Therole of regional entities
cannot be understated in a networked
enterprise. Regional entities have the
capacity and established relationships
to pull together network participants.

Each element group was asked to
define a certain challenge facing

the community and then develop

and carry out the solution. For
example, there were groups to address
education, healthcare, and housing.
To form these groups, the county
brought together various public, private,
and nonprofit organizations. For
example, the Environment Element
Groupincluded representatives from
environmental protection groups;
land use, infrastructure, and
regulatory agencies; utilitiesand
business; and members of the public.

San Bernardinoneeded to engage
participants from all sectors, notjust
government, to solve its challenges. All
element groups included representation
from the nonprofitand private sectors.
Most were chaired by someone from
one of these sectors. Participation
from all sectors showed everyone'’s
shared interestin achievingthe vision.
Exhibit1shows three groups and

gives examples of organizations that
participated.

The countyalso hasaleadership team
composed of staffliaisons for the
element groups, the nonprofit sector,
and county departments. This team ties
the county government to the element
groups and provides clarification of the
issuesthatthe networked enterprise
needs toaddress to be successful.

Ashiftinthinkingneeded to occur

for the county to become an effective
connector. That was to shift froman
organization that does what'snecessary
toaddress the community’s challenges
toanorganization that convenes and
connects other organizations. These
other organizationsthenidentify and
do what's necessary toaddress the
community’s challenges. The convener
role puts the county in the position

of: (1) tracking which partners have
accepted responsibility to take a given
action; (2) holding those partners to
theirword; and (3) making sure the
groups that make up the networked
enterprise continue tomeetand/or
provide input and assistance so they
can create new synergies and ideas to
advance the shared goals of the group.
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San Bernardino County’s “10th
Anniversary Milestone” website
monitors progress with its
Community Indicators Report.

The county also convened meetings
with leaders of all the element groups.
This wasimportant because there
were interdependencies between the
challenges the groups were trying to
address. For example, helping low-
income youth succeed from cradle to
career isnot just amatter for public
schools; health and housingissuesare
often contributing factors. Therefore,
the county’s element groups for
education, housing, and wellness
worked together to pilot a program

to helplow-income youth move up
and out of their affordable housing
communities. The Building Upward
Mobility Program provided reading
buddies to preschoolers; health
screenings, flu shots and nutrition
education to children;and social
readiness and safety skills tomiddle
school students. The collaboration

of the element groups led to the free
distribution of literacy software to
early readers throughout the county,
with promotion assistance from
preschools, libraries, and
low-income housing communities.

The county’s networked enterprise
has produced other results, as well.
For example, it produced the first
water supply inventory for the
county (the countyis very arid).
The Element Group for Jobs and
Economy did a study of “business-
friendly best practices” from local
governmentsin the county.

It gathered recommendations from
thelocal businessindustry on
whatmore thelocal governments
could do. Theresulting inventory
of best practices provided useful
ideas and local exemplars that
haveimplemented those ideas.
None of these achievements would
havebeen possible if the county
government had worked alone.

The county also continues to monitor
itskeyindicators and released

the “10th Anniversary Milestone”
website.* The report coversindicators
across eight topical areas (housing,
wellness, safety, etc.). The county
isstarting to see movementinits
“community indicators,” which
defined the goals of the networked
enterprise. Here are some highlights:®

‘) Third grade literacy up to

over 40% from 30% in 2015.

;\ Child deaths down 21%
over 10 years.

9 46% decline in residents with

low food security over five years.

Of course, notallindicators are headed
intherightdirection. The county’s
Indicators Reportidentifies areas
where improvementisneeded. The
county’'s network enterprise gives the
county achance tomake a difference
inthese areas for an affordable cost.
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reated inlate 2010, San
Antonio’s Community
Vision addresses
complex and weighty
issuesthatare of
concern to the whole San Antonio
community. It covers 11 topical areas
such as economic competitiveness,
education, environmental
sustainability, family well-being,
health and fitness, transportation,
and more. Ituses 62 performance
indicators to trackits progress.
However, many local governments
have strategic plans thataddress
similarissuesand track progress
with performance indicators. San
Antonio’s Community Vision, though,
becomes more remarkable when you
consider the following:

= SanAntonio’s Community Vision
hasbeenmaintained throughthree
differentmayoral administrations.
Often, new mayors want to
differentiate themselves from

San Antonio, Texas

the vision established by their
predecessors. San Antonio, however,
hasmaintained a consistent vision.

San Antonioisthe seventhlargest
cityinthe U.S., with over 1.5 million
people. The diversity that comes
with being alarge city creates
centrifugal forces that could work
againstmaintaining a shared vision,
yet San Antonio has persevered.

The Community Vision hasbeen a
vehicle for attracting philanthropic
spending. For example, the San
Antonio Area Foundation, with
close to $1billion in assets, has
committed to aligningits activities
with the Community Vision. This
represents an infusion of resources
beyond whatlocal governmentis
capable of onits own.

Bestofall, of the 62indicatorsbeing
tracked, amajority of them are
trending better today than they were
in 2010, when the visioning process

began. Thisincludes progress toward
high school graduation rates, per
capitaincome, health care access,
teen birth rate, and diabetes rates.

Let'sexamine how the Community
Vision was developed and the features
thatgave the vision its staying power:
1) the Community Vision was created
by the community, not government
officials; 2) a separate nonprofit,
SA2020, was created to coordinate and
carryoutthe vision; and 3) SA2020
operates as anetwork by aligning

the interests and resources of public,
private, and nonprofit organizations.

Thefirstfeatureisthatthe
Community Vision was conceived
ofasacommunity -wide visioning
process. It was not to be an expression
of the mayor’s or other city officials’
viewpoints. San Antonio engaged
nearly 6,000 residents through public
meetings, online chat sessions, and
surveys. The participants, representing
across-section of San Antonio,
identified the issues the vision would
address, the results they wanted to
achieve, and the measures of success.

Oneimportantengagement method
was a 26-member advisory committee.
Members hailed from across San
Antonio and from different sectors of
San Antonio’s civil society. This group
considered the existing strengths of
San Antonio. The Community Vision
would seekto maintain or highlight
these strengths. These groups also
considered what San Antonio needed to
improve. This helped inform the goals
thatthe Community Vision would try
toachieve.

Hence, the Community Vision wasn't
the vision of the then-current city
officials. It was the community’s
vision that city government helped
to define. Future city officials would
naturally be attracted tomaintaining
the community’s vision rather than
aprioradministration's vision.In
fact, the City of San Antonio’s current
mayor, Ron Nirenberg, has shared
thatbeinginvolved in the original
visioning process sethim onapathto
public service.
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Community engagementin the
Community Vision was notlimited
toindividual, private citizens.

The visioning process included
other public, private, and nonprofit
organizations. This means that
many institutionsin the San
Antonio community, besides the
city government, have astakein the
continuity of the vision.

The second feature giving the
Community Vision its staying power is
thatthe City of San Antonio “spun off”
the vision into a separate, nonprofit
organization: SA2020. Created in
2012,SA2020 has the responsibility

of carrying out the Community
Vision. This was done because the city
governmentrealized that strategic
visioning processes often culminate
inaglossyreportbutdon’'tgo much
further. Having a separate agency
solely focused on carrying out the
plan was a way to avoid this problem.

Because SA2020is a separate
organization from San Antonio city
government, itisless susceptible
to political pressure from city
government. Thismeansitcan
maintain a consistent direction
through changesin the political
leadership of the city.

San Antonio’s
Networked Enterprise
Responds to COVID-19

SA2020 has helped the
community respond
to COVID-19 with its
“We>Me" program.’

This program helps
different public,
private, and nonprofit
organizations share
initiatives designed to
help San Antonio cope
with COVID-19.

Learn more:
weisgreater.org

However, the SA2020 organization
isnotindependent of the city
government. It gets about a fifth of
its budget from the city. It also works
closely with the city in many ways,
such as:

= (City government provides SA2020
with much of the data used to track
theindicatorsused tojudge success
inachieving the Community Vision.

= City departmentsalign their
planning with the Community
Vision. For example, the city’s
comprehensive land use plan
update, climate adaptation plan,
and transportation plan are all
aligned to the Community Vision.
SA2020 supports these efforts.

= Thecity'shealth department works
within SA2020 to partner withlocal
nonprofits to deliver services.

= Specialinitiatives from the city
are coordinated with SA2020.
For example, recent task forces
on housing affordability and
domestic violence were directly
tied to SA2020.

The third feature thathasled tothe
Community Vision's successisthe
networked organization of SA2020.
City governments have normally
been configured to provide services
directly. The goals of the Community
Visionrequire the combined efforts
of many different organizations.
Hence, the SA2020 organization
could notbe configured as adirect
service provider. Rather,ithad tobe a
convener, coordinator, and catalyzer
of anetwork of other organizations
committed to the Community Vision.
Thisnetworked approach helped allow
SA2020 make gains in the indicators
included in the vision. Naturally,
when people see that the SA2020is
producing benefits, they will likely
continue to supportit.

Today, the collaboration around San
Antonio’s Community Vision includes
the city government and hundreds

of nonprofits, private, and public
sector organizations. Thisincludes
major corporations, the San Antonio
Area Foundation (a philanthropy)

and the United Way of San Antonio.

SA2020 works with these multisector
organizations to help them align their
efforts toward San Antonio’s shared
goalsand maximize theirimpact. This
network enables interaction between
diverse segments of the San Antonio
community and, more importantly,
mobilization across social, political,
and economic boundaries in pursuit
of community-wide goals.® This
mobilization takes the form of
providing support for changesin the
community, accountability from
participants toward progress, and
contributions of time, energy, human,
and/or financial resources.

Animportant partof maintaining

an effective networkis to curate the
membership. Nonprofit organizations
thatwish tobecome a partner with
SA2020 must show how they can
make ameaningful contribution

to the Community Vision and help
improve the communityindicators.
Corporationsinterested in aligning
their efforts to the Community Vision
will partner with SA2020 to define
and strengthen their corporate
impact, including philanthropic
giving and volunteerism.SA2020

has proven attractive to the region’s
philanthropists. Prior to SA2020,

the top six philanthropic funders

had invested $153 million into San
Antonio butwere notconfident their
dollars had made alasting difference.
SA2020 presented a compelling way
tomalke a biggerimpactby aligning
philanthropy with the plan and,
thereby, aligning with the activities
of other public, private, and nonprofit
organizations from across San
Antonio. For example, the United Way
and Bexar County realigned $5million
for early childhood development to
better support the Community Vision.

Attheend 0f2019, 23 percent of the
Community Vision indicators were
“met or exceeded” and 44 percent
showed “progress.” In comparison, at
theend 0f2017,16 percent were “met
or exceeded” and 36 percent showed
“progress.”

The presidentand CEO of SA2020
observed that San Antonio hasbeen
most successfulin making progress
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onanindicatorif one or both of the
following conditions are true:

= Broad, multisector participation
happens. A good example isteen
pregnancy. Many organizations
inSan Antoniohave aninterestin
reducing teen pregnancy. Getting
theminthe sameroomregularly to
discuss where wasteful duplication
of servicesishappening and where
opportunities for collaboration are
being missed has allowed everyone
towork more effectively. Getting
these organizations on the same
page amounts to a huge resource
multiplier for achieving public goals.

= Bypartneringwith SA2020,an
institution with amajorinfluence
over anindicator comesto
realize that they could make a big
difference on their own.Forexample,
one of the Community Vision goals
istoreduce energy usage. Thelocal
utility company partnered with
SA2020 and developed ways to make
it easier for customers toreduce their
usage. Thiskind of alignmentwith
acommunity vision also provides a
resource multiplier.

SA2020 estimates that the total
resources involved in the Community
Vision are just over $2 billion.?

Thisis more money than anylocal
government could hope to direct
toward a community vision. The

San Antonio Community Vision
hasled todirectfinancial support
forlocal government. For example,

the San Antonio Area Foundation
donated $600,000 to support the
aforementioned task force on domestic
violence. Another success of SA2020
was creating broad community support
for a special sales tax to promote pre-
kindergarten education.

From the original community
visioning processin 2010 to today’s
continued collaboration and shared
progress, the City of San Antonio,

the Community Vision,and SA2020
provide a powerful example of
howlocal government can make a
difference in thelives of its citizens
while also developing smartresource
allocation networks.

Battle Creek, Michigan

CVisionisa community
movementin Battle
Creek, Michigan,
focused on creatinga
thriving community and
equitable opportunities for residents.
BCVision was created in 2015 when
alocal employer moved several

jobs toanother city and announced
downsizingin Battle Creek. This
spurred alocal philanthropic
foundation to engage the Battle
Creekcommunity in a conversation
about how to make Battle Creeka
more attractive place tolive and do
business.

BCVision was kicked off by a “town
hall”eventheldinahangaratthe

city airport. BCVision used this as
acalltoaction todevelop aset of
“Guiding Principles” and “Action Team
Goals.” These would define the work

of BCVision. Besides the initial town
hall event, community canvassing,
focus groups, and a series of smaller

Since its launch in 2015, BCVision
has been dedicted to addressing
the most critical challenges
impacting Battle Creek’s future:
jobs, talent development and
creating a culture of vitality.

Learn more:
battlecreekvision.wordpress.com

meetings helped to gather more insight
on the concerns the community

had about the future of Battle Creek.
ABCVision steering committee

made up of representatives from
community organizations (including
city government and the school
district) helped to shape thisinput to
the principles and goals for BCVision.
The Guiding Principles and Action
Team Goals are summarized on the
following page.
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BCVision's ongoing work
is guided by a dashboard
of community indicators
designed to monitor
progress against the
Action Teams’ goals. The
dashboard serves as a
“north star” and helps
prevent mission creep.

Today, BCVision is focused on
implementation. The implementation
isled by Action Teams made up of
members of the community who

can take the steps necessary to
accomplish the teams’ goals. This
sometimes includes members of
local government. For example, the
city governmentisinvolved in the
“culture of vitality” team, and the
school districtis part of “college and
careerreadiness.” Inmost cases, the
Action Team members are responsible
forimplementation. Thereisalso
aBCVision organization with an
office in downtown Battle Creek,
which was formed in 2017. The staff
of the BCVision organization is small
and isnotmeantto supportdirect
implementation.® Theirmain roles
are toserve asaneutralintermediary
between the organizations that
participate in BCVision and to hold
the participants accountable for the
commitments they have made.

BCVision's ongoing work is guided by
adashboard of community indicators
designed to monitor progress
againstthe Action Teams’ goals. The
dashboard servesasa“north star”
and helps prevent mission creep:

If someone suggests that BCVision
undertake some activity, it can be
tested against the keyindicators.

An activity thatwon't help make
progress against the indicatorsis
dropped from consideration.

GUIDING PRINCIPLES

Transform our community: Commit to community change for the benefit of all with
an emphasis on equity.

Plan and work together: Involve key stakeholders across sectors; value and leverage
community assets.

Engage all community members as genuine partners.
Use shared data to set the agenda and improve over time.

Champion the cause: Be an ambassador for community change.

ACTION TEAMS

College & Career Readiness: Ensure all students are successful in pursuing careers
and life paths that lead to their economic stability.

Culture of Vitality: Increase civic pride, unity, collaboration, trust, and healthy lifestyles
among the community.

Kindergarten Readiness: Improve early childhood programs to help every child
have a great start; better support parents to ensure children are safe, healthy,
prepared, and eager to succeed in school and in life.

Large Business: Collaboration among Battle Creek’s large employers to retain and
attract businesses to increase the number of jobs and ensure a strong workforce is
connected to these jobs.

Small Business: Make Battle Creek home to a thriving small business economy
characterized by an increasing number of successful small businesses and growth in jobs.

Workforce Development: Provide equitable opportunities for Battle Creek residents to gain
the skills for permanent jobs that provide career advancement and family economic security.

The dashboard has been in place for
aboutavyear, so there have notbeen
dramatic changesyet. Thatsaid, there
are promising signs inlabor force
participation and closing achievement
gapsinschools. The indicators
allowed BCVision tolookinto these
problems and identify groups of people
who were notdoing well and target
supportthere. The dashboard has
alsohighlighted opportunities for
BCVision. For example, it showed that
Battle Creekhas more crime than the
rest of the state.

The participantsin BCVision
came torealize that there was
little community effort to reduce
violent crime, other than the city

police department (which is more
remediative than preventative).
Improvementsin labor force
participation, student achievement,
and, potentially, reducing violent
crime represent better use of public
resources.

The Steering Committee coordinates
the Action Teams’ work. Unlike the
other networked enterprises we
reviewed, the local governments
were notresponsible for bringing the
networked enterprise into existence;
however, the local governments are
involved in the Steering Committee.
Executive staff from the city and
school district serve on the Steering
Committee. The BCVision organization
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curates the membership of the
Steering Committee to make sure
those inleadership positions have
the capacity and enthusiasm tomove
BCVision forward.

The BCVision staffis alsoresponsible
for creating a coherent message
around BCVision and coordinating
the efforts of the participants. This
isdone by creatinginterconnected
networks that facilitate interaction
and mobilization across social,
political, and economic divisions.*°
The diverse membership of the
Steering Committee and Action
Teams facilitates this, as does

open communication to the public
about BCVision's activities (e.g.,all
meetings are open to the public, etc.).

Besides the promising signsin labor
force participation and closing
achievement gapsin schools, there
is other evidence that BCVision is
positively impacting the community.
Surveys show improvementsin the
community’s perception of Battle
Creek, asindicated below.

2018 2019

| know about the

0, 0,
work of BCVision S11% - 50.4%

There has been
positive community  68.6% 73.2%
development

Battle Creek
prepares people to 54.2% 57.5%
be career ready

Battle Creek
prepares peopleto  54.2% 60.2%
be college ready

Battle Creek

80.0% 80.3%
can change

Battle Creek is
moving in the 68.6% 72.5%
right direction

Smaller Scale

Networked Enterprises i

hese examples of
networked enterprises
show far-reaching
benefitsin three
communities. However,
less elaborate approaches can also
provide benefit. The first stepis to
convene potential participants.In
our case studies, we saw the convener
could be alocal government leader
(e.g.,San Antonio, San Bernardino
County), butitdoesn't necessarily
have tobe (e.g., Battle Creek).

The convener must gather a fewkey
players and putinformation in front
of them to define the problem the
network aims to solve. We saw this
with the San Bernardino Indicators
Reportand the SA2020 vision and
indicators, but the data does nothave
tobe as comprehensive as those
examples might suggest. For example,
reviewing studieslike a community
health assessment or the annual

Kids Count report could be a good
way to start. Getting organizations
like a chamber of commerce or
United Way involved can be very
beneficial. Toillustrate, the United
Wayisalongstanding, well-respected
national social service agency that
already hasitsfinger on the pulse
ofits communities. The United Way
isinvolved in many successful
intersectoral collaborations, such

as supporting higher education for
working single mothers, healthy
livingin rural communities, worksite
wellness, and more. Also, because
United Way reports back to its major
funders, it keeps detailed statistics.
We saw how important dashboards
and scorecards were in our case
studies.

The city of Rockford, lllinois (above)
has built an effective collaboration
around the goal of ending
homelessness among veterans.

JUNE 2021 GOVERNMENT FINANCE REVIEW

55



NETWORKED ENTERPRISES

Next, work with the key players

to decide what participants can

do toimprove select measures of
community well-being. Our case
examples took on a comprehensive
portfolio of measures, but a network
could also take on one or a few.

For example, the City of Rockford,
Illinois, has built an effective
collaboration around the goal of
ending homelessness. In 2015,
Rockford became the firstcity
inthe U.S.toend homelessness
among veterans.? Goals can be
more modest too. One smaller Ohio
city worked with alocal nonprofit to
combat a bedbug problem.

Finally,anetworkmusthavea
coordinator who gets commitments
from network participants to

help solve the problem and then
holds them accountable for those
commitments. In San Bernardino, it
was the county government. In San
Antonio, itwas the city government
atfirst, butthe responsibility

was spun off to a nonprofit. In
Battle Creek, alocal philanthropy
gotthings started, butaspecial
nonprofit was created to take over.

What We Can Say About the Effect of
Networked Enterprises on Public Finance

Networked enterprises can
economize the size oflocal
government. Networked enterprises
attempt toimprove thelives of
community members by making
abigimpacton complicated issues
thatcrossjurisdictional sectoral
boundaries, like education,

health and wellness, mobility,

and more. Alocal government
would have to vastly expand its
taxing and spending to make a
similarimpact through a traditional
bureaucratic model.

Many observers of the U.S.
government system have noted that
theincreasing dysfunction of the
federal governmentis prompting
local governments to stepup and
take on the complicated, difficult
problems that will make or break
thelivability of our communities.'*
Networked enterprises makes

this possible while keepinglocal
government affordable.

Networked enterprises can

improve the perceived value of

local government. A networked
enterpriseisanchored by a strong
community vision. By definition,

a strong community vision must
reflect the will of the community.
Anetworked enterprise aligns public,
private, and nonprofit resources with
thevision, and, thereby, the will of the
community. Thus, these resources
would be producing more value in the
estimation of the public. We can see
evidence of thisin the surveyresults
cited for BCVision. Also, the longevity of
San Antonio’s Community Vision and
the San Bernardino County networked
enterprise suggests that the members
of these networks find enough value
inthem to continue their participation
and probably believe that the networks
are making a meaningful contribution
towards the shared outcomes and goals.

Thatsaid, it would be reasonable to
askhowmuch impact these networks

How Can a Local Government Move
Forward with a Networked Enterprises?

If you are convinced of the potential of networked enterprises and want
to learn more about how to put one in place, please consult Chapter 8 of
the GFOA publication Financial Foundations for Thriving Communities.
There, we use the example of San Bernardino County to walk you
through the “five C's” of creating and managing a networked enterprise:"

Clarify the goals of the network.

Curate membership in the network.

Connect network members to one another so they can create value.

Cultivate an environment that allows the network to flourish.

Catalyze the network members into action.
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are making onissueslike graduation
rates, poverty, public health, etc. For
example, perhaps broader social and/
or economic forces are responsible for
much of the change. Unfortunately, the
research does not exist to say. However,
evidence-based decision-makingis
becoming popularinlocal government,
aswitnessed by the growth of databases
and organizations thathelp local
governments make evidence-based
decisions.* Evidence-based decision-
making seeks to align decisions about
what programs and services to offer
with theresults of rigorous evaluations
of program effectiveness.

A networked enterprise could make
iteasier to adopt strategies thatare
proven to work because:

= Thenetwork participants
willlikely have an interestin
successful programs. They might
have a greaterinterestthan the
local government on its own.
That’s because bureaucracies
are sometimes known for self-
perpetuating behaviours. Network
participants may nothave these
same incentives to keep programs
in placeirrespective of how
effective theyare.

= Thenetwork participants could
bring the necessary human and
financial resources to bear thatare
needed toimplementan evidence-
based program with fidelity.

Networked enterprises probably
don’thave much impacton
efficiency. Anetworked enterprise
isnotnecessarily areplacement for
traditional government. Bureaucracy
hasitsadvantages as well. It can be
more efficient and easier to manage in
clear and predictable circumstances.
Further, bureaucracy is known for
stability, which can protect against
disruption of importantinstitutions.
For example, thelocal governments
featuredin this paper still have day-
to-day services run by traditionally
configured county staff or contractors.
The networked enterprises discussed
have not been focused on the day-
to-day services that make up the

bulkof existinglocal government
spending. Fortunately, adifferentand
complementary networked model we
call “Government as a Platform” can
improve efficiency.

State policymalkers can support the
formation of networked enterprises.
Networked enterprises have some
common and well-understood
characteristics. Though our case
studies did not have overt help
from their state governments,

state policymalkers could help

local government acquire the
characteristics necessary for
networked enterprises. They could:

= Make it easier to seek and obtain
exemptions to state mandates for
how local communities operate
their governments. Networked
enterprises can find innovative
and effective solutions tolocal
problems. Unfortunately, well-
meaning, but one-size-fits-all,
mandates from state governments
canimpede theseinnovations. This
tends to happen in education, for
example, where states mandate
certain classroom practices. States
cansetup processes to allow local
governments to seek exemptions
from mandates when they have
found a better way todo things.
For example, the State of California
Department of Education made
an explicit offer to school districts
toworkwith them to eliminate or
reduce burdensome regulations.®

= Provide support for evidence-
based decision-making. States can
encourage local governments to
used evidence-based decision-
making. One method thatis
getting attention istouse state
programs operated by the state as
encouragement. Here are examples
of how some states have started to
do this:¥

» Highlightand/orlinkto
evidence-based strategies
in funding announcements
and/or grant applications
(Pennsylvania, Hawaii, Nevada,
Illinois, Connecticut).

BCVision's ongoing work
is guided by a dashboard
of community indicators
designed to monitor
progress against the
Action Teams’ goals. The
dashboard serves as a
“north star” and helps
prevent mission creep.

» Askapplicants how they will
use evidence in their program
and whatlevel of rigor they will
employ (Nevada).

» Require applicantstouse
evidence-based programs or
atleastgive preference points
(Oregon, Florida, Washington,
Nevada, Vermont).

» Use performance-based contracts
thatlink outcomes to payments
byrequiring achievement of
certain performance benchmarks
toreceive grant payments
(Pennsylvania, Ohio).

Arelated practiceisto create or
identify existing clearinghouses

of evidence-based interventions.
Localgovernments may notbe able
tofind or userigorous studies of
program effectiveness on their own. A
clearinghouse aggregates and catalogs
studies of common interventions and
rates them according to how effective
they have been. Some states have
created their own clearinghouse.
Othersdirectlocal governments

to clearinghouses maintained by

the federal government. Ohio has
aclearinghouse for education, and
California has one on child welfare,
for example. Clearinghouses cover
avariety of service areas, including
education, criminal justice, child
welfare, and more.
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NETWORKED ENTERPRISES

Networked enterprises
attempt to improve the lives
of community members

by making a big impact on
complicated issues that
cross jurisdictional sectoral
boundaries, like education,
health and wellness,
mobility, and more. A local
government would have to
vastly expand its taxing and
spending to make a similar
impact through a traditional
bureaucratic model.

That said, states should leave room for
innovation. By definition, newideas
will notbe “proven.”

= Make available the data that is
needed for regular feedback on key
indicators of community condition.
Wehave seen thatanimportant part
of the case studies featured in this
section wasreporting on progress
made toward the community vision
by monitoring key indicators like
poverty rates, child literacy, etc.
State government could develop
data clearinghouses that make
iteasier forlocal governments to
monitor these indicators. States
could also facilitate data sharing
betweenlocal agencies. For
example, schools, counties, and
hospitals often collect different
datathatcould be usefulin
communityindicator reports.
However, it would be inadvisable for
state government torequire local
governments to monitor particular
indicators. The process of deciding
whatindicators areimportantis
anindispensable part of putting
together a community vision.

= Provide training on skills torun
anetwork. States or quasi-state
agencies often provide training
programs forlocal officials.
However, thistrainingis typically
focused on how to better manage
abureaucracy. In anetworked
enterprise, alocal government
shifts from a “doer” to a “convener.”
Beingan effective convenerrequires
aparticularskill setthatis different
from managing a bureaucracy.
For example, it requires:!®

» Big-picture thinking rather than
narrow functional thinking.

» Projectmanagementrather than
department management.

» Establishing and monitoring
outcomes rather than controlling
work processes.

» Building coalitionsrather than
relying on formal authority.

States donothave to provide this
training themselves. They could

work with organizations that promote
practices that support networked
enterprises, such as the National Civic
League, Public Agenda, Everyday
Democracy, and the National Coalition
on Dialogue and Deliberation. Local
universities may also be able to help
build capacities.

Training on operating a network
could alsobe integrated into training
focused on solving a community
problem. For example, we mentioned
the City of Rockford’s successin
conveninga collaboration around
homelessness. Rockford’'s mayor was
inspired by a federal training program
he attended.?®

Networked enterprises can be
powerful catalysts for changein
communities of all sizes. We've
shared three examples and some key
takeaways toillustrate the benefits
and complexities of this approach.

Shayne Kavanagh is the Senior
Manager of Research in GFOA’s
Research and Consulting Center.
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