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Introduction
Iowa’s Charter Agencies Initiative, originally developed by the Public
6WUDWHJLHV*URXSD0LQQHVRWDEDVHGJRYHUQPHQWFRQVXOWLQJ¿UPLVRQH
in a series of programs implemented by Iowa Governor Tom Vilsack to adGUHVVWKHEDOORRQLQJVWDWHEXGJHW7KHSURJUDPVWUHVVHVLQFUHDVHGHI¿FLHQF\
reduced costs, and greater freedom for state agencies (and the Governor’s
RI¿FH WRRIIHUEHWWHUYDOXHWR,RZD¶VFLWL]HQV
A Charter Agency is a “state department or division that has been given
JUHDWHUDGPLQLVWUDWLYHÀH[LELOLW\VRLWFDQZRUNWRDFFRPSOLVKLWVSXEOLF
purpose in a more innovative, results-oriented way.”1 Such agencies may
bypass many of the paperwork requirements and regulations to which other
VWDWHDJHQFLHVPXVWDGKHUH&KDUWHU$JHQFLHVDUHHQFRXUDJHGWRH[SHULPHQW
with new ways to increase revenue and cut costs without compromising
WKHKHDOWKRUVDIHW\RI,RZDQV,QUHWXUQWKH\UHFHLYHDYDULHW\RIEHQH¿WV
LQFOXGLQJH[HPSWLRQVIURPDFURVVWKHERDUGEXGJHWFXWVDQGWKHDELOLW\ LQ
VRPHFDVHV WRUHWDLQDGGLWLRQDOUHYHQXHDQGNHHSXQVSHQWDSSURSULDWLRQV
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,Q,RZDZDVIDFLQJD¿VFDOFULVLV*RYHUQRU9LOVDFNWKHQEHJLQQLQJKLVVHFRQGWHUPVDLG³,¶YHOLYHGLQ,RZDIRU\HDUVDQGZHKDYH
QRWIDFHGWKHNLQGRI¿VFDOFKDOOHQJHVZHKDYHIDFHGWKLVODVW\HDULQWKDW
\HDUSHULRG´$FURVVWKHDLVOH5HSXEOLFDQ5HSUHVHQWDWLYH-HII(OJLQ
echoed the Governor’s sentiments, referring to that year as “hard times” for
,RZDVWDWHJRYHUQPHQW7KHFULVLVUHÀHFWHGWURXEOLQJHFRQRPLFWUHQGVLQ
Iowa and occurred despite previous measures to balance the state budget.
$FFRUGLQJWRD&DWR,QVWLWXWHVWXG\,RZDQVOHIWWKHVWDWHEHWZHHQ
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DQG6SHQGLQJH[FHHGHGWD[UHYHQXHGXULQJWKHVDQGUHYHQXHIHOOVKRUWRIH[SHFWDWLRQV
This led to reform acts designed to limit spending
to 99 percent of adjusted revenues and to create a
reserve fund for economic downturns.6

3URGXFHPHDVXUDEOHEHQH¿WV²DQGLPSURYHPHQWV
LQWKRVHEHQH¿WV²IRUWKHSHRSOHWKH\VHUYH
+HOSFORVHWKHFXUUHQW\HDU¶VEXGJHWJDSWKURXJK
contributed savings or additional revenues. Charter
Agencies must collectively come up with at least $15
million each year.

As in other states, Iowa’s economic picture brightHQHGLQWKHVDQGUHYHQXHURVH)URPWR
DQQXDOUHYHQXHJURZWKIRUWKH,RZD*HQHUDO
)XQGH[FHHGHGSHUFHQW However, this growth did
QRWODVW)DFHGZLWKFXPXODWLYHJHQHUDOIXQGEXGJHW
JDSVRIRYHUELOOLRQEHWZHHQ¿VFDODQG
WKHVWDWHFXWELOOLRQLQVHUYLFHVDQGPDGHELOlion in transfers from sources outside of the general
IXQG7KH*RYHUQRU¶VEXGJHWSURSRVDOUHYHDOHG
a downward trend in Iowa revenue fund growth from
± SURMHFWHG ZLWKUHYHQXHGHFOLQHVLQERWK
DQG

7KHDJHQFLHVPXVWDJUHHWRLQLWLDOEXGJHWFXWV%XWE\
accepting cutbacks in their general fund allocations,
&KDUWHU$JHQFLHVDUH ,RZD&RGH-G 11H[HPSW
from across-the-board budget cuts that the Governor
could be legally bound to order. Such cuts occurred
LQDQG

The Solution
*RYHUQRU9LOVDFN¶VRI¿FHDSSURDFKHGWKH3XEOLF
6WUDWHJLHV*URXSVHHNLQJWRLPSURYHWKH¿VFDO
FOLPDWHUHGXFHWKHGH¿FLWDQGFKDQJHWKHZD\VWDWH
JRYHUQPHQWRSHUDWHV)URPVWDUWWR¿QLVKIURP¿UVW
proposal to actual implementation, the process took
URXJKO\RQH\HDU,Q-DQXDU\WKHLGHDZDV¿UVW
pitched to legislators. The bill met some resistance,
though no parties actively campaigned against it. It
was enacted in May of the same year.
2Q-XO\WKHJRYHUQRULVVXHG([HFXWLYH2UGHU
QDPLQJWKHVL[DJHQFLHVWKDWZRXOGIRUWKHQH[W
¿YH\HDUVGUDVWLFDOO\FKDQJHWKHLURSHUDWLRQV.
These are:

,RZD9HWHUDQV+RPH

$OFRKROLF%HYHUDJHV'LYLVLRQRIWKH

'HSDUWPHQWRI&RPPHUFH

'HSDUWPHQWRI&RUUHFWLRQV

'HSDUWPHQWRI+XPDQ6HUYLFHV

'HSDUWPHQWRI1DWXUDO5HVRXUFHV

'HSDUWPHQWRI5HYHQXH
$FFRUGLQJWRWKH'HSDUWPHQWRI0DQDJHPHQW¶VRYHUview of Charter Agencies, such Agencies must:

%HIRUHWKHEHJLQQLQJRIHDFK¿VFDO\HDUHYHU\&KDUter Agency is required to meet with the governor and
create an “annual performance agreement” that offers
³PHDVXUDEOHRUJDQL]DWLRQDQGLQGLYLGXDOJRDOVIRUWKH
GLUHFWRULQNH\RSHUDWLRQDODUHDV´ ,RZD&RGH- 11
The document is made public and forwarded to the
general assembly for review.

Agency directors are empowered to choose procurement techniques, general services, and information
technology. These agencies’ freedom to waive adPLQLVWUDWLYHUXOHVKHOSVWKHPFXWFRVWVDQGPD[LPL]H
revenue. This results-based initiative uses free market
principles to foster a competitive, entrepreneurLDOVSLULWZLWKLQVWDWHDJHQFLHV7KH'HSDUWPHQWRI
Management’s overview of Charter Agencies boldly
proclaims, “Getting things done is more important
than not doing anything wrong.”
Charter Agencies can reap the rewards of innovation
and long-term planning. Where not prohibited by
statute, agencies are allowed to retain all proceeds
from asset sales and leases,11 an “agreed-upon percentage” of new revenues generated,1 and half their
JHQHUDOIXQGEDODQFHDWWKH¿VFDO\HDU¶VHQG11 In addition, Charter Agency directors can receive bonuses
directly from the governor and dole out bonuses to
H[FHSWLRQDOHPSOR\HHVZLWKLQWKHLUGHSDUWPHQW11
Without money, even the best ideas can be delayed
or not acted upon. To address this, Charter Agencies
OHJLVODWLRQSXWDVLGHPLOOLRQLQWKHIRUPRIDJUDQW
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IXQGDVVHHGPRQH\IRUH[SHQVHVWKHDJHQFLHVPD\
LQFXUZKLOHH[SHULPHQWLQJZLWKFRVWFXWWLQJ
techniques.11, 18

Lynn Walding, administrator of the Iowa Alcoholic
%HYHUDJHV'LYLVLRQRIWKH'HSDUWPHQWRI&RPPHUFH
QRWHGWKDWWKHÀH[LELOLW\JUDQWHGE\&KDUWHU$JHQF\
status enabled him to successfully reduce costs even
as gas prices rose, to compete effectively with the
private sector as a provider of services, and more effectively manage personnel.

Most Charter Agency directors did not immediately
H[HUFLVHWKHLUQHZIRXQGSRZHU7KLVWHQWDWLYHQHVV
was attributed to deeply ingrained bureaucratic
patterns. As evidence of the slow adoption of reform,
WKH¿UVWDGPLQLVWUDWLYHUXOHZDVQ¶WZDLYHGXQWLO
2FWREHUPRQWKVDIWHUWKHFKDUWHUDJHQFLHV
were created.
7RFRPEDWDJHQF\KHVLWDWLRQWKH'HSDUWPHQWRI
Management, along with the Public Strategies Group,
undertook a program to educate all parties involved
about what the legislation allows and what actions
are appropriate.The effort is intended to assuage the
DQ[LHW\RI&KDUWHU$JHQF\GLUHFWRUVDGPLQLVWUDWLYH
agencies, and state legislators.
Iowa has seen concrete results from the Charter
$JHQFLHVSURJUDP7KH'HSDUWPHQWRI0DQDJHPHQW
cites numerous improvements in state services since
WKHLQFHSWLRQRI&KDUWHU$JHQFLHV'15UHGXFHG
WXUQDURXQGWLPHVIRUSHUPLWV'+6LQFUHDVHGKHDOWK
coverage for children, Corrections increased the
number of probationers successfully completing their
SUREDWLRQSHULRGVWKH'HSDUWPHQWRI5HYHQXHUDLVHG
WKHUDWHRILQFRPHWD[UHWXUQV¿OHGHOHFWURQLFDOO\
DQGWD[UHIXQGVLVVXHGDQGWKH9HWHUDQV+RPHQRZ
DGPLWVSHUFHQWRISDWLHQWVZLWKLQGD\VXSIURP
69 percent.16
As for closing Iowa’s budget gap, Charter Agencies
DUHUHTXLUHGE\ODZWRFROOHFWLYHO\PHHWRUH[FHHGD
$15 million target each year in savings or entrepreQHXULDOUHYHQXHV,Q)<&KDUWHU$JHQFLHVIDU
H[FHHGHGWKHWDUJHWJRDOFRQWULEXWLQJRYHUPLOOLRQWR,RZD¶V*HQHUDO)XQG16 As this is being written, charter agencies are projected to collect at least
PLOOLRQIRUWKH*HQHUDO)XQGLQ)<16
.HYLQ&RQFDQQRQGLUHFWRURIWKH,RZD'HSDUWPHQW
of Human Services, noted that Charter Agency status
enabled his department to gain greater authority over
SHUVRQQHOGHFLVLRQVDQGDOVRH[SHGLWHGFRQWUDFWV
&RQFDQQRQVDLGWKDWWKLVÀH[LELOLW\KHOSHG'+6
LQVWLWXWH,RZD¶VHOHFWURQLFEHQH¿WVWUDQVIHUSURJUDP
months ahead of schedule.

In spite of this success, practitioners do see the
SRWHQWLDOIRUIXWXUHVHWEDFNV:DOGLQJVDLGH[SHFWDtions for agencies might be based on the anticipation
of annual revenue growth from an atypical base year.
Subsequent goals could become unrealistic, punishing agencies for falling short of an unreachable
standard. This risk makes clear that any sweeping
reform program requires a commitment to constant
evaluation and active management.

Relevance to Massachusetts
Massachusetts, like Iowa, relies on state agencies to
provide many vital services. While such agencies
may once have been able to count on steady funding
increases, the Commonwealth has consistently electHGDQWLWD[JRYHUQRUV,QDQLQLWLDWLYHWRUROOWKH
VWDWH¶VLQFRPHWD[EDFNIURPWRSHUFHQWZDV
VXSSRUWHGE\SHUFHQWRIYRWHUV,QPRUHWKDQ
45 percent voted for ballot question 1, a referendum
WRHOLPLQDWHWKHLQFRPHWD[DOWRJHWKHU19 The message
ZDVFOHDUSURSRVLQJWD[LQFUHDVHVLVDSROLWLFDOULVN
IRUWKH&RPPRQZHDOWK¶VHOHFWHGRI¿FLDOV
However, Massachusetts faces a number of challenges that will require investments to maintain and
enhance economic competitiveness. Lawmakers are
currently wrestling with bills that would dramatically
increase investment in public higher education and
LQ.VFKRROVWKDWKDYHFRQVLVWHQWO\SHUIRUPHG
poorly. The multi-year cost of these programs could
be around $1 billion. An early childhood education
LQLWLDWLYHZRXOGFRVWDQRWKHUELOOLRQRYHUWKHQH[W
several years.
The Commonwealth’s roads, bridges and transit
systems also require investments that could be on the
RUGHURIELOOLRQRYHUWKHQH[WIHZ\HDUV)LQDOO\
tentative agreement has been reached on a plan to
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H[WHQGKHDOWKLQVXUDQFHWRWKRXVDQGVRIXQLQVXUHG
0DVVDFKXVHWWVUHVLGHQWV(YHQDVWULSSHGGRZQSODQ
ZLOOFRVWPLOOLRQLQWKHFRPLQJ\HDUV7KRXJK
0DVVDFKXVHWWVKDVHPHUJHGIURPSDVW¿VFDOFULVHV
long-term challenges require the Commonwealth to
seek savings wherever possible.

'HSDUWPHQWRI0DQDJHPHQW&\QWKLD(LVHQKDXHU

Conclusion

%XGJHW&ULVLV&DQ,RZD.HHS,WV3URPLVHV"´-DQXDU\

7KLVSURJUDPLQWURGXFHGÀH[LELOLW\DQGPDUNHWLQFHQWLYHVWR,RZD¶VDJHQFLHV%\HQDEOLQJDJHQFLHVWRDFW
PRUHOLNHSULYDWHRUJDQL]DWLRQV&KDUWHU$JHQFLHV
VDYHGPRUHWKDQPLOOLRQZKLOHLPSURYLQJVHUYLFH
TXDOLW\7KHSURJUDPVSHFL¿FDOO\SURKLELWVDJHQF\
UXOHZDLYHUVWKDWYLRODWHH[LVWLQJFROOHFWLYHEDUJDLQing agreements, due process, and health and safety
standards. Similar reforms could be a politically
palatable way to help Massachusetts’seek increased
HI¿FLHQF\DQGVXSHULRUUHVXOWV11
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 KWWSFKDUWHULRZDJRYDXWKRULWLHVKWPO

0RRUH6WHSKHQ6WDWH6SHQGLQJ6SOXUJH7KH5HDO

+RZHOO&DUOD³%DOORW4XHVWLRQ6KRFNV0DVVDFKX-

6WRU\%HKLQGWKH)LVFDO&ULVLVLQ6WDWH*RYHUQPHQW

VHWWV(VWDEOLVKPHQW´6PDOO*RYHUQPHQW$FW&RPPLWWHH

&DWR3ROLF\$QDO\VLV1R KWWSZZZFDWRRUJ

KWWSZZZVPDOOJRYHUQPHQWDFWRUJTVKRFNVKWPO

SXEVSDVSDKWPO

0LFKDHO.DQH3KRQH,QWHUYLHZZLWK.HYLQ

,RZD/HJLVODWLYH6HUYLFHV$JHQF\)LVFDO6HUYLFHV

&RQFDQQRQ-DQXDU\

'LYLVLRQ)LVFDO)DFWV-XQH
KWWSVWDIIZHEOHJLVVWDWHLDXVOIEGRFV¿VFDOBIDFWV)LVFDOB)DFWVBSGI

'HYRQVKLUH6WWK)ORRU%RVWRQ0$
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