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Executive Summary

The ability to see how government uses the pub-
lic purse is fundamental to democracy. Budget
transparency checks corruption, bolsters public
confidence in government, and promotes fiscal
responsibility.

In the private sector, internet search technology
has revolutionized the accessibility and trans-
parency of information. We take for granted
the ability to track deliveries online, to check
cell phone minutes and compare real estate on
the Web, even to summon—at the click of a

mouse—satellite and street-level views of any
address. But until recently, when it came to
tracking government expenditures online, we
were left in the dark.

State governments across the country are
changing that. A growing number of states
are using powerful Internet search technology
to make budget transparency more accessible
than ever before. Legislation and executive
orders around the country are lifting the elec-
tronic veil on where tax dollars go. At least 18

Transparency 2.0 Is Comprehensive, One-Stop,
One-Click Budget Accountability And Accessibility

Transparency 1.0 Transparency 2.0

Incomplete: Citizens have access to only

Information about contracts, subsidies, or tax
expenditures is not disclosed online and often
not collected at all.

limited information about public expenditures.

Comprehensive: User-friendly web portal
provides citizens the ability to search
detailed information about government
contracts, spending, subsidies, and tax
expenditures.

Scattered: Determined citizens who visit
numerous agency websites or make public
record requests may be able to gather
information on government expenditures,
including contracts, subsidies, and special tax
breaks.

One-Stop: Citizens can search all
government expenditures on a single
website.

Tool for Informed Insiders: Researchers who
know what they are looking for and already
understand the structure of government
programs can dig through reports for data
buried through layers of subcategories and
jurisdictions.

One-Click Searchable: Citizens can
search data with a single query or browse
common-sense categories. Citizens can
sort data on government spending by
recipient, amount, legislative district,
granting agency, purpose, or keyword.
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At least 18 states currently mandate that citizens
be able to access a searchable online database

of government expenditures. These states have
come to define “Transparency 2.0”—a new
standard of comprehensive, one-stop, one-click

budget accountability and accessibility.

states currently mandate that citizens be able to
access a searchable online database of govern-
ment expenditures. These states have come to
define “Transparency 2.0”—a new standard of
comprehensive, one-stop, one-click budget ac-
countability and accessibility.

Massachusetts, consistently ranked as a top state
for technology industries, should be a natural
leader of the Transparency 2.0 movement. But
as more and more states upgrade their trans-
parency systems, Massachusetts has fallen be-
hind the emerging set of best practices.

In anticipation of the state administration’s
plans to significantly overhaul and improve the
quality of the state’s Information Technology
(IT) capabilities, MASSPIRG reviewed how the
Commonwealth could catch up to other states
in using the Internet for public budget trans-
parency to increase accountability, efficiency
and improve taxpayer confidence. We find that
Massachusetts is far behind many other states;
but that significant benefits could be achieved
through relatively easy-to-implement reforms.

In August of 2008, the Office of Information and
Technology posted for public comment a draft
vision and plan for updating state government’s
information technology in ways that will improve
residents” quality of life. The Governor and the

Office of Information Technology deserve praise
for their commitment to make government more
accessible through this three-year plan laid out
in the IT vision. The legislature wisely approved
$500 million towards achieving this vision in the
Government Bond Bill on July 31*.

This report makes the case that in the course of
upgrading government IT systems we must seize
the opportunity to catch up with a nationwide
movement of state and local government to en-
hance budget transparency and thereby increase
efficiency, accountability, and public trust. The
report documents the accelerating trend toward
budget Transparency 2.0 in other states. It exam-
ines the benefits of this improved transparency,
highlighting best practices and offering sugges-
tions for how Massachusetts can catch up.

Nationally, The Movement
Toward Government Budget
Transparency 2.0 Is Broad,
Bipartisan, And Popular

» A nationwide wave—In just the past two
years, legislation and administrative rules in
eighteen states have given citizens access to
a searchable online database of government
expenditures. State initiatives also mirror a
new federal program.

» Bipartisan efforts—Transparency legislation
has been championed by legislatures both
Republican and Democratic, with federal
legislation to strengthen web-based budget
transparency cosponsored by Senator Mc-
Cain (R-AZ) and Senator Obama (D-IL).

» Large public support—More than 80 percent
of Maryland citizens supported the creation
of a budget transparency portal for their
state, with similar support in Oklahoma.
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programs. By tracking the performance of
state subsidies, Minnesota and Illinois in
particular have both been able to recapture
money from numerous projects that failed

Transparency 2.0 Saves Money
And Bolsters Citizen Confidence

» Increased civic engagement—Citizens are ea-

ger to use transparency websites. Houston
officials report improved public confidence
after the launch of their transparency web-
site. The Missouri Accountability Portal re-
ceived more than six million hits less than a
year after its launch.

» Low cost—Budget transparency websites can

be inexpensive to create and maintain. The
federal transparency website, which allows
citizens to search over $2 trillion in federal
yearly spending, cost less than $1 million to
create. Missouri’s website, which allows its
citizens to search over $20 billion in state
annual spending and is updated daily, was
created with already-existing staft and ap-
propriations.

» Big savings—Transparency websites can save

millions through more efficient government
operations, fewer information requests, more
competitive contracting bids, and lower risk
of fraud. In Texas, the Comptroller reports
$2.3 million in saving from more efficient
government administration following the
launch of their transparency website. Utah
estimates millions in savings from reduced
information requests. The largest savings
may come from the deterrence of waste or
abuse of public funds because public officials
or contractors know that decisions are open
to scrutiny.

» Better targeted expenditures—Transparency

budget portals allow states to track how well
subsidies and tax incentives deliver results.
Funds from underperforming projects and
programs can be reinvested in successful

to deliver promised results. Agencies can
also more efficiently achieve affirmative
action goals by identifying leading depart-
mental practices and contractors that ad-
vance these goals.

» Better coordination of government con-

tracts—Massachusetts’ State Purchasing
Agent identifies four sources of savings
for state procurement officers: sharing in-
formation with other public purchasers
on good deals; avoiding wasteful duplica-
tion of bidding and contracting procedures
through centralized processes; better en-
forcement of favorable pricing and contract
terms; and focusing on cost-cutting where
greater resources are spent.

Other States Have
Developed Best Practices

» Comprehensive—Leading states provide more

comprehensive information on a broader
range of expenditures, including contracts
and subsidies with private parties.

> Minimal thresholds or delays—Disclose
all expenditures big and small, direct
and indirect, with information updated
frequently.

> Local jurisdictions and authorities—
Disclose spending by all government
agencies and entities, including inde-
pendent authorities and, increasingly,
municipalities.

Transparency.gov 2.0
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> Contracts—Disclose detailed informa-
tion for each government contract,
tracking the purpose and performance
as well as spending on subcontractors.

> Subsidies—Disclose detailed informa-
tion, including the purpose and out-
come of each subsidy. Compile a uni-
fied economic development budget to
coordinate information about disparate
programs. Link disclosure to automatic
mechanisms to recapture subsidies if re-
cipients don't deliver on their promises.

» One-Stop—Leading states offer one central

website where citizens can search all govern-
ment expenditures. In many Transparency
1.0 states, a patchwork of disclosure laws
provides information about government ex-
penditures - if citizens know where to look.
But citizens must access numerous websites,
go to several agency offices, read through
dense reports, make formal information re-
quests, and figure out complex bureaucratic
structures to ascertain what is and isn’t in-
cluded. Transparency 2.0 states, by contrast,
disclose all information about government
expenditures on a single website, including
comprehensive information about govern-
ment contracts and subsidies.

» One-Click Searchable—Commercial internet

vendors know that a few extra clicks make it
far less likely that users will get to their desti-
nation. Leading states allow citizens both to
browse broad, common-sense categories of
government spending and to make directed
keyword and field searches.

Massachusetts Can Become A
Leader Of The Transparency 2.0
Movement

» Good first step on contracts—Massachusetts’s
Comm-PASS website allows citizens to ex-
amine many statewide contracts and some
contracts from independent government
authorities and local governments. However,
only some contracts are included and data is
often incomplete. The tool is not designed to
enhance citizen oversight.

» Needs improvement on subsidy disclosure—
Although Massachusetts’s economic devel-
opment tax expenditures are expected to
exceed a record $1.5 billion this year, the
commonwealth currently tracks and dis-
closes very incomplete information about
subsidies.

» Lobbying and campaign contribution trans-
parency needs to be linked—Massachusetts
already offers better-than-average transpar-
ency websites on lobbying and campaign
contributions. Making it more user-friendly
and integrating this information for entities
that are awarded state contracts will be a
useful check to ensure contracts are not pro-
vided as rewards for political favors.

» Scattered—Massachusetts government spend-
ing information is currently disclosed through
a patchwork of websites and reports. Integrat-
ing existing government expenditure informa-
tion on a single central website will go a long
way toward providing Massachusetts citizens
with one-stop transparency.

Transparency.gov 2.0
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Introduction

The ability to see how government uses the pub-
lic purse is fundamental to democracy. Budget
transparency checks corruption, bolsters public
confidence in government, and promotes fiscal
responsibility.

Poor transparency, on the other hand, corrodes
democracy: When citizens are unable to access
information about public funds, or when that
information is difficult to scrutinize, account-
ability is severely hampered. As the Association
of Government Accountants notes, “Without
accurate fiscal information, delivered regularly,
in an easily-understandable format, citizens
lack the knowledge they need to interact with—
and cast informed votes for—their leaders. In
this regard, a lack of government accountability
and transparency undermines democracy and
gives rise to cynicism and mistrust.”!

In the private sector, internet search technology
has revolutionized the accessibility and trans-
parency of information. We take for granted
the ability to track deliveries online, to check
cell phone minutes and compare real estate on
the Web, even to summon—at the click of a
mouse—satellite and street-level views of any
address. But until recently, when it came to
tracking government expenditures online, we
were left in the dark.

State governments across the country are
changing that. A growing number of states
are using powerful Internet search technology
to make budget transparency more accessible
than ever before. Legislation and executive

“We might hope to see the finances of the
Union as clear and intelligible as a merchant’s
books, so that every member of Congress and
every man of any mind in the Union should
be able to comprehend them, to investigate
abuses, and consequently to control them.”

-~Thomas Jefferson, 1802

orders around the country are lifting the elec-
tronic veil on where tax dollars go. At least 18
states currently mandate that citizens be able to
access a searchable online database of govern-
ment expenditures.” These states have come to
define “Transparency 2.0”—a new standard of
comprehensive, one-stop, one-click budget ac-
countability and accessibility.

Experience from the leading Transparency 2.0
states show that these websites are effective, low-
cost tools that bolster citizen confidence, reduce

contracting costs, and improve public oversight.

Experience from the leading Transparency 2.0
states show that these websites are effective,
low-cost tools that bolster citizen confidence,
reduce contracting costs, and improve pub-
lic oversight. The popularity of these sites can
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be seen in the millions of visits by citizens to
Missouri’s Accountability Portal website and in
the increased number of businesses bidding for
government contracts on Houstons transpar-
ency website.” Meanwhile, Texas’s Comptroller
reports her agency saved $2.3 million by using
its transparency website to make its adminis-
tration more efficient.

Massachusetts has only barely begun to take
full advantage of the benefits of online trans-
parency for government expenditures. The
commonwealth maintains a website which al-
lows the search of some government contracts
online, it compiles an annual tally of special
tax breaks, and the revamped budget website

now provides citizens with a birds-eye view of
department appropriations.* But the common-
wealth still remains far behind the best prac-
tices of the leading Transparency 2.0 practices
in other states.

Massachusetts needs to take the next step. The
Bay State has long been at the forefront of tech-
nological innovation, and should be a natural
leader of Web-based transparency and account-
ability; but it remains stuck in Transparency
1.0.° This report documents the best practices
developed over the past two years by states on
the cutting edge of Transparency 2.0 and offers
suggestions on how Massachusetts can upgrade
to become a leader of the movement.

Transparency 2.0 Is Comprehensive, One-Stop,
One-Click Budget Accountability And Accessibility

Transparency 1.0 Transparency 2.0

Incomplete: Citizens have access to only

Information about contracts, subsidies, or tax
expenditures is not disclosed online and often
not collected at all.

limited information about public expenditures.

Comprehensive: User-friendly web portal
provides citizens the ability to search
detailed information about government
contracts, spending, subsidies, and tax
expenditures.

Scattered: Determined citizens who visit
numerous agency websites or make public
record requests may be able to gather

information on government expenditures,

including contracts, subsidies, and special tax
breaks.

One-Stop: Citizens can search all
government expenditures on a single
website.

Tool for Informed Insiders: Researchers who
know what they are looking for and already
understand the structure of government
programs can dig through reports for data
buried through layers of subcategories and
jurisdictions.

One-Click Searchable: Citizens can
search data with a single query or browse
common-sense categories. Citizens can
sort data on government spending by
recipient, amount, legislative district,
granting agency, purpose, or keyword.
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There is considerable momentum in the com-
monwealth toward such an upgrade. In July
2008, the legislature approved $500 million
in the bond bill toward government informa-
tion technology upgrades. The Governor’s in-
formation technology vision, outlined in the
draft plan IT Strategy for the Commonwealth
FY2009-2011, Building a Foundation for the Fu-
ture, states that the commonwealth should have
an IT environment that enables:

» Efficient and easily accessible services for all
constituents

» Open and transparent engagement with citi-
zens of the Commonwealth

» Accurate and timely data for policy making,
service delivery, and results evaluation

Budget transparency is a critical component to
achieving each part of that vision. It must be a
priority and included in the plan to enhance the
commonwealth’s IT systems.

The stakes are high. Massachusetts faces recur-
ring budget shortfalls and a host of challenges
that require major public investment. Controver-
sies related to the Big Dig and subsidies for large
corporations and development projects have sul-
lied the public’s trust. Recent calls for a repeal of
the commonwealth’s income tax are a warning
sign that Massachusetts citizens are finding it too
difficult to trace the connection between govern-
ment expenditures and the critical projects they
fund. Budget transparency through the internet
can be a big part of the solution.

Transparency.gov 2.0

December 2008 | MASSPIRG Education Fund



A Growing Movement:

State Governments Embracing
Web-Based Budget Transparency

Thanks to recent state efforts, government
spending is now more transparent than ever be-
fore. In the past two years, a nationwide wave of
legislation and executive orders have brought
Web-based budget transparency to citizens in
Arizona, Georgia, Hawaii, Kansas, Kentucky,
Louisiana, Maryland, Minnesota, Mississippi,
Missouri, Nebraska, Nevada, New York, Okla-
homa, South Carolina, Texas, Utah and Wash-
ington. [See Appendix A] These “Transparency
2.0” states provide citizens with access to a com-
prehensive, centralized, easily-searchable online
database of state government expenditures.®

Transparency 2.0 States

AK

B Transparency 2.0 States

These state efforts have added momentum to the
larger Transparency 2.0 movement, which now
holds a broad-reaching, truly global strength.
Already, citizens can monitor federal spending
through a new government website created by
the Federal Funding Accountability and Trans-
parency Act of 2006.” At the same time, a grow-
ing number of local and foreign governments
have created transparency portals for their citi-
zens.® With each new initiative, the Transpar-
ency 2.0 movement moves closer to its goal of
holding every government and its contractors
accountable at the click of a mouse.
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Transparency 2.0 Initiatives
Enjoy Broad, Bipartisan Support

Citizens of both political parties overwhelm-
ingly support Web-based budget transparency.
A recent poll of Maryland citizens, for example,
reported that over 80 percent of Democrats,
Republicans, and Independents favored legisla-
tion to mandate the creation of a comprehen-
sive, searchable website of all state spending.” A
poll in Oklahoma found similar levels of sup-
port.'

A Harris Interactive poll of online Americans
found that an overwhelming majority — ninety
percent — of Americans believe that they are
entitled to transparent financial management
information from government.!" Improved
reporting is the most commonly cited way re-
spondents say government can demonstrate
greater accountability, especially through open
disclosure and clear reporting.'* Fully seventy-
three percent of Americans say that it is person-
ally very or extremely important to have finan-
cial management information about their state
government available to them."

This is not some abstract desire. Nearly a third
of people polled have tried to search the Web
for information about how their state govern-
ment generates and spends taxpayer dollars —
searches that usually end in frustration.'

The bipartisan public support for these websites
is reflected in the diverse political sponsorship
of Transparency 2.0 initiatives. Elected officials
across the political spectrum - from New York
Attorney General Andrew Cuomo to Missouri
Governor Matt Blunt — have championed Web-
based budget transparency in their states.
Before the presidential race, opponents John
McCain and Barack Obama co-sponsored the

Citizens Are Eager
For Transparency 2.0

By The Numbers:

90%
5%

30%

Percent of Americans believe
they are entitled to transparent
information on how the govern-
ment manages its finances.

Percent of Americans believe
their state government provides
understandable financial infor-
mation.

Percent of Americans who have
themselves tried to search the
Web for information about the
financial management of their

state government.

at http://www.agacgfm.org/harrispoll2008.aspx

Source: “Public Attitudes Toward Government Accountability and
Transparency 2008” Harris Interactive, February 2008, available

Strengthening Transparency and Accountabil-
ity in Federal Spending Act of 2008.'° Divergent
political figures Grover Norquist and Ralph Na-
der similarly came together in a joint statement
to support more understandable and timely on-
line information about government budets."”

Transparency 2.0 Is An
Effective, Low-Cost Tool

Citizens and business use these web portals:
Budget transparency websites have proven
themselves to be exceptional tools of civic en-
gagement. Less than a year after its launch, the
Missouri budget transparency website received
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more than six million hits.'® The Texas spend-
ing website reported similar engagement'® Res-
idents are eager to use transparency websites to

Online transparency offers increased support of
a range of indirect public policy goals, including
affirmative action and community investment—

Community investment and affirmative action
goals often stumble because public managers
struggle to benchmark agencies, spread best
practices, or identify contractors that advance
these goals. Budget transparency portals allow
states to better measure and manage the prog-
ress of public policy initiatives like affirmative
action programs. Massachusetts Comm-PASS
website, for example, allows tracking of which
recipients of government contracts are women

learn more about public expenditures.*

The savings come from sources big and small—
more efficient government administration,
fewer information requests, more competitive
bidding for public projects, and a lower risk of

fraud—and can add up to millions of dollars.

Saves money: In addition to improved public
confidence, Transparency 2.0 states realize sig-
nificant financial returns on their investment.
The savings come from sources big and small—
more efficient government administration,
fewer information requests, more competitive
bidding for public projects, and a lower risk of
fraud—and can add up to millions of dollars.
In Texas, for example, the Comptroller was able
to utilize the transparency website to save $2.3
million from a variety of efficiencies and cost
savings.”!

Estimates suggest that transparency websites
save millions more by reducing the number of
information requests from citizens and watch-
dog groups and by increasing the number of
bids for public projects.”” And, as the Big Dig
shows, lack of prevention and early exposure of
fraud can cost billions. When combined with
“clawback” legislation designed to recoup mon-
ey from businesses that do not produce prom-
ised results in return for subsidies, the added
transparency in contracting can produce even
greater savings.”

and minority-owned businesses.**

By providing a single one-stop face of public
procurement, the system encourages more com-
panies to bid on public projects. This improves
quality, keeps prices down, and opens up the sys-
tem beyond what could otherwise be an “old boy
network” of usual bidders who know the system.
Advancing similar goals, Rhode Island’s recently
passed legislation requires subsidy recipients to
describe their plans to stimulate hiring from the
host community, training of employees or po-
tential employees and to reach out to minority
job applicants and minority businesses.*

Online transparency costs little: The benefits of
transparency websites have come with a sur-
prisingly low price tag. The federal transparen-
cy website — which allows citizens to search fed-
eral spending totaling over $2 trillion a year—
costs less than $1 million to create. Missouri’s
website—which is updated daily and allows its
citizens to search state spending totaling over
$20 billion a year—was mandated by executive
order and was created entirely with existing staff
and revenues. > Nebraska has spent $38,000 for
the first two phases of its website.”” Oklahoma’s
Office of State Finance created its transparency
website with $40,000 from its existing budget.*®
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Leading States Have
Developed Best Practices

Asleading states gain experience in Transpar-
ency 2.0 initiatives, they have produced a set
of best practices. States at the cutting edge of
Transparency 2.0 now offer transparency that
is comprehensive, one-stop, and one-click:

Comprehensive

Transparency websites in the leading states of-
fer spending information that is both broad
and detailed. In contrast to Transparency 1.0
states—which may offer only partial infor-
mation about government contracts online —
leading Transparency 2.0 states provide user-
friendly search of a comprehensive range of
government expenditures, including detailed
information about government contracts with
private providers, subsidies, and tax expendi-
tures. Best practices of Transparency 2.0 states
include:

» Contracts, Grants, Subcontracts, and Dis-
cretionary Spending: An increasing num-
ber of public goods and services are pro-
vided under contract by private companies.
Many government agencies now spend well
over half their budget on contractors.”” These
contractors are generally subject to fewer
public accountability rules, such as sunshine
laws, civil servant reporting requirements,
and freedom of information requests. It is
therefore particularly important that states
provide comprehensive online transparency
and accountability for all contract spending.

> Leading states disclose detailed infor-

mation for each expenditure for con-
tracts with specific private companies
and nonprofit organizations. Hawaii, for
instance, requires that its transparency
website disclose: the name of the entity
receiving the award, the amount of the
award, the transaction type, the funding
agency, and the location of the receiv-
ing entity and the primary location of
performance.” The ability to track the
location of entities receiving govern-
ment contracts gives important infor-
mation about which legislative districts
are receiving government contracts and
how trends are likely to affect the future
capacity to fulfill these contracts. All
states exempt state and federal public
assistance payments to individuals, as
well as any information that is confi-
dential under state or federal law.

> Leading states track the purpose and
performance of contracts. Both Texas
and Hawaii require that the purpose of
each expenditure be listed on the web-
site.» And Washington State requires the
disclosure of agency performance mea-
sures and audits.”> Proposed legislation
would also require disclosure of both
the expected performance and past per-
formance outcomes for each contract.”
Establishing goals and benchmarks al-
lows public managers in leading states
to drive improved contracting perfor-
mance and allows the public to track
patterns in the awarding of contracts.
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> Leading states track subcontractors

since these entities may perform most
of the work and receive most of the
profit as part of a government contract.
Hawaii has mandated the creation of a
pilot program to test the implementa-
tion of a sub-award reporting program
across the state, and by January 1, 2010,
all subcontracts must be disclosed.** At
the federal level, the OMB is currently
conducting a pilot subgrant reporting
program; by January 1, 2009, all sub-
grants must be disclosed on the federal
transparency website.”

> Leading states disclose spending by all

government agencies. Nearly every
Transparency 2.0 state requires all gov-
ernment agencies, including indepen-
dent authorities and institutes of higher
education, to disclose their spending.*
Lawmakers in several states have also
proposed legislation mandating lo-
cal spending transparency.”” Extending
transparency to the county and munici-
pal level makes sense given that the vol-
ume of spending by local governments
equals that of state governments.” Sev-
eral counties have independently created
their own online transparency portals.”

> Leading states disclose all spend-

ing, without a minimum threshold.
Kansas* and Missouri*' both disclose
spending to every entity, regardless of
that entity’s cumulative funding from
the state. Oklahoma plans to enhance
its transparency website in the next year
by reducing its threshold from $25,000
to $1,000.* The Governor of Kentucky
has promised that any expenditure in-

formation subject to the Open Records
law will be on the website.

> Leading states disclose timely informa-

tion. Missouri has set the standard for
disclosure timeliness, updating its web-
site’s information daily.** Kentucky has
promised to also update their informa-
tion daily.

Leading states disclose all bids for each
contract. Disclosing all bids - rather
than just the winning bid - for each con-
tract allows citizens to have complete
confidence in the awarding process. The
Massachusetts Highway Department,
for example, lists all bids that it receives
for each of its contracts on the Comm-
PASS website.

Leading states disclose contract data that
tracks performance of public policy
goals like affirmative action. Govern-
ment contracting agencies are expected
to deliver performance in a variety of
ways. Tracking and disclosing informa-
tion about attainment of public man-
dates helps to ratchet up performance,
identify trouble spots, and nurture best
practices in contracting. Government
agencies also benefit from more readily
identifying minority-owned contractors.
The Massachusetts’ procurement website
for statewide contracts labels minority
and women-owned vendors with a spe-
cial icon to allow citizens and agencies to
quickly track this information.*

> Active and past contracts are disclosed

in leading states, allowing residents,
including state and local officials, to
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Tracking The Bottom Line:
Tax Subsidies Are Expenditures

One way governments allocate resources is through “tax expenditures.” Special tax breaks have
the same effect on budgets as direct spending because government must cut other public pro-
grams or raise other taxes to avoid a deficit. In order to increase transparency, Congress’ 1974
Budget Act established the practice of measuring proxy spending programs conducted through

the tax code. Congress defined tax expenditure as:

“Revenue losses attributable to provisions of Federal income tax laws which al-
low a special exclusion, exemption, or deduction from gross income or which
provide a special credit, a preferential rate of tax, or a deferral of tax liability”

States similarly provide tax expenditures through new rules for special revenue reductions on
state taxes. These include special breaks on sales taxes, property taxes, real estate transfer taxes,

corporate income taxes, or payroll taxes.

track patterns in the awarding of con-
tracts and to measure current contracts
against benchmarks. Many states al-
ready disclose this information on their
procurement websites;* leading Trans-
parency 2.0 states, like Missouri, link
those procurement databases to the
budget ransparency portal.*®

» Subsidies: State and local governments al-
locate billions of dollars on subsidies each
year, yet most governments still don’t dis-
close information about these expendi-
tures.”” Unmeasured, the performance of
these subsidies remain unmanaged and un-
accountable. Special tax breaks and credits
are especially in need of disclosure because
they typically receive much less oversight.
Once created, these have the same bottom-
line effect on public budgets as direct ap-
propriations; yet they often escape oversight
because they are not included in state bud-
gets and do not require legislative approval

to renew. In the rare cases when unexpected
audits of subsidy programs are conducted,
they are often shown to fall short of prom-
ised results. For instance, a Milwaukee Jour-
nal investigative report in 2007 examined 25
Wisconsin subsidy deals that were awarded
$80 million in subsidies and found that,
overall, the companies fell about 40 per-
cent short on their job creation promises.*®

Unfortunately, public incentives and sub-
sidies to particular business too often get
approved under the mantle of secrecy. Ac-
companying $260 million in public subsi-
dies in Lenoir, North Carolina, negotiations
for a new Google facility required over 70
local officials to sign non-disclosure agree-
ments saying they would not talk about
the project.* Such arrangements short-
circuit the democratic process because
the public including local and state offi-
cials remain uninformed and cannot hold
responsible representatives accountable.
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Leading states offer best practices on pro-
viding transparency and accountability for
all forms of subsidies, including tax benefits,
direct grants, low-interest loans, infrastruc-
ture improvements, and other incentives. *°
Transparency for subsidies in leading states
has a number of characteristics:

> Detailed information disclosed about
each subsidy in order to guide future de-
cision making and enhance accountabil-
ity. For instance, Minnesota mandates
the disclosure of: the type and amount of
subsidies and the number of jobs creat-
ed, as well as the hourly wage of each job
created and the cost of health insurance
provided by the employer. Thus, while
states around the country often justify
subsidies by the jobs they promise to cre-
ate, Minnesota can evaluate how many
jobs they actually do create, as well as the
quality of those jobs. Minnesota simi-
larly tracks information that helps deter-
mine whether subsidies are increasing
the number of jobs in-state or merely to
relocate within the state for higher subsi-
dies. Minnesota mandates disclosure of:
the location of the recipient prior to re-
ceiving the business subsidy; the number
of employees who ceased to be employed
by the recipient when the recipient relo-
cated to become eligible for the business
subsidy; why the recipient may not have
completed a project outlined in a prior
subsidy agreement at their previous lo-
cation, and if the recipient was previous-
ly located at another site in Minnesota.”*
Likewise Minnesota mandates disclosure
of the name and address of the recipient’s
parent corporation of the recipient, if any,
and a list of all financial assistance from

all grantors of the project. This informa-
tion makes it clear which companies are
already receiving other public subsidies
through their affiliates or through other
agencies.

Purposes and performance of each
subsidy tracked. Public decision makers
can only manage what they can bench-
mark or otherwise measure. Rhode Is-
land requires subsidy recipients to file
reports on the status of their program
each fiscal year, which are made avail-
able to the public. These include infor-
mation on the number of jobs created,
the benefits provided with those jobs,
and goals for future job creation and
retention.”> Minnesota mandates the
disclosure of the public purpose of the
subsidy as well as the date the job and
wage goals will be reached, a statement
of goals identified in the subsidy agree-
ment and an update on achievement of
those goals.** Likewise Illinois discloses
performance and accountability infor-
mation in searchable format and annual
progress reports online.*

> Mechanisms to recapture subsidies

from companies that do not deliver
on promises are connected to infor-
mation about performance on agreed-
upon goals. Such provisions provide a
kind of taxpayer money-back guaran-
tee to ensure that public monies paid
to private entities achieve their pub-
lic goals. Among the states with these
“clawback” programs tied to public
disclosure of subsidy performance are
Illinois, and Minnesota, and with pro-
visions for some subsidies are Arizona,

o
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Colorado, Connecticut, Georgia, Iowa,
Maine, Maryland, Michigan, Nebraska,
Nevada, North Carolina, North Dakota,
Ohio, Oklahoma, South Carolina, Ver-
mont, Virginia, and West Virginia.”

Transparency 2.0 states, by contrast, disclose all
information about government expenditures on
a single website. With one stop, citizens including

local and state officials in these states can access
> Subsidies from a broad range of pub-
lic sources are disclosed. These may

include local governments or indepen-

comprehensive information on direct spending,

contracts, tax preferences, and other subsidies.

dent authorities. North Dakota includes
in its regulations subsidies from the
state or any political subdivision.*®

> Information is disclosed before sub-
sidies are granted. Subsidy disclosure
is most effective when citizens can use
information to weigh in before subsidies
receive final approval. Rhode Island’s re-
cent legislation requires the preparation
and public release — prior to finalization
of the agreement — of an analysis of the
impact of the proposed subsidy on the
state.” Minnesota goes further and re-
quires notice and hearing for large sub-
sidy grants.”®

> Unified economic development bud-
gets are compiled and published by
leading states, enabling decision mak-
ers to see how subsidies are distributed
from various public agencies between
regions, industries, and companies. In
the absence of such a unified view, deci-
sion makers can not target where subsi-
dies will be most effective because they
have no way to know how or where other
subsidies from other programs get allo-
cated.” Most recently, Rhode Island and
New Jersey mandated the disclosure of
its unified economic development bud-
get online.

One-Stop

Transparency websites in leading states offer a
single central website where citizens can search
all government expenditures. In many Trans-
parency 1.0 states, particular public officials
volunteer to disclose information about their
finances®, or a patchwork of disclosure laws
gives citizens the right to obtain much informa-
tion about government expenditures. But in or-
der to exercise that right, citizens have to access
numerous websites, go to several agency offices,
read through dense reports, and perhaps make
formal information requests.® Transparency
2.0 states, by contrast, disclose all information
about government expenditures on a single
website. With one stop, citizens including lo-
cal and state officials in these states can access
comprehensive information on direct spending,
contracts, tax preferences, and other subsidies.

One-stop transparency can also produce big
savings. For contracts, the centralized collec-
tion and disclosure of government spending
data allows purchasing agents to find savings
more efficiently. Massachusetts’s State Purchas-
ing Agent identifies four ways that centralized
spending transparency improves coordination:
state procurement officers know where the
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most money is spent and can focus negotiation
resources; purchasing agents can share infor-
mation on good deals, harnessing the power of
the market; purchasing agents can avoid dupli-
cation of procurement efforts; and purchasing
agents can more easily enforce Most Favored
Pricing and similar contract terms.*

One-stop transparency is perhaps most im-
portant in the oversight of subsidies. Subsidies
come in a dizzying variation of forms - includ-

ing direct cash transfers, loans, equity invest-
ments, contributions of property or infrastruc-
ture, reductions or deferrals of taxes or fees,
guarantees of loans or leases, and preferential
use of government facilities — and are adminis-
tered by countless government agencies.

Because many subsidies are not publicly re-
ported at all, determining the total subsidy as-
sistance a company receives can be nearly im-
possible. In order to determine the amount of

Transparency 2.0 Best Practices

v COMPREHENSIVE

Contracts, Grants, Subcontracts,
And Discretionary Spending
» Purpose of each contract

» Location of businesses receiving
contracts

» Subcontractor spending

» All government entities,
including localities and
independent agencies

» No minimum threshold for
reporting

» Information updated regularly

v ONE-STOP

credits, and other subsidies.

v ONE-CLICK SEARCHABLE

Subsidies
» Detailed information on number and quality of
jobs created

» Information on whether companies have
relocated, and from where

» Purpose and performance of each subsidy

» Disclosure of performance connected to programs
to recapture subsidies when promises not kept

» Includes all forms of subsidies including direct
payment, tax benefits, and infrastructure
assistance

» No minimum threshold for reporting

» Information disclosed before approvals are
finalized

» Synthesized in a unified economic development
budget

Single website discloses comprehensive information on expenditures, including contracts, tax

Users can browse by broad, common-sense categories and make directed keyword and field searches
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subsidy assistance received by Wal-Mart, for
example, the organization Good Jobs First re-
sorted to searching local newspaper archives
and contacting numerous local officials directly.
They tabulated well over $1 billion in subsidies
nationally from state and local governments.*
Whether or not these amounts are excessive,
making the information publicly available will
improve decision making about subsidies in the
future.

The scattered nature of subsidy expenditures
makes coordination and oversight of these pro-
grams crucial. States that make comprehensive
disclosure of all subsidies a high priority include
Minnesota, * Illinois,* Iowa®, New Jersey,*’and
Rhode Island.®® The experiences of these states
show that the one-stop nature of budget trans-
parency portals is successful at improving coor-
dination of subsidies. When Minnesota began
to require agencies to submit reports on the
performance of subsidized projects, the reports
revealed that numerous projects were receiving
assistance from two or more funding sources -
that is, Minnesota taxpayers were double and
triple paying for the creation of some jobs. Af-
ter the centralized publication of those reports,
the double-dipping stopped.®®

One-Click Searchable

Transparent information is only as useful as it
is easily accessible, which means easily search-
able. Transparency websites in the leading states
offer a range of search and sort functions that
allow citizens to navigate complex expenditure

Transparency websites in the leading states offer

a range of search and sort functions that allow

citizens to navigate complex expenditure data

with a single click of the mouse.

data with a single click of the mouse. In Trans-
parency 1.0 states, citizens who don't already
know government funding flows are stymied
by inscrutable layers of subcategories, jurisdic-
tions, and data that can’t be readily compared.
Transparency 2.0 states, by contrast, allow
citizens both to browse information by broad,
common-sense categories and to make directed
keyword and field searches.

Best practices of Transparency 2.0 states in-
clude allowing citizens to browse expenditures
by broad category and to make directed search-
es. At the federal budget transparency portal,
for instance, citizens can browse spending by
agency, contractor, legislative district, competi-
tion type, or product provided - and advanced
search options allow citizens to make directed
searches of each broad category.”® Missouri’s
website allows citizens to browse spending by
agency or purpose and to browse tax credits by
legislative district or purpose — and citizens can
make directed searches for specific vendors,
contracts, or tax credit recipients.”’ As it en-
hances its website in the next year, Oklahoma
similarly plans to enhance searchability by in-
cluding more subcategories.”
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Massachusetts:
Some Progress But Not Yet A Leader

Massachusetts has long been recognized as
leader in innovative information technology.
Among American states, the commonwealth
has the highest level of educational achieve-
ment, along with some of the highest concen-
trations of information technology profes-
sionals and broadband telecommunications.”
Along with world-class universities, Massa-
chusetts has its own version of Silicon Valley
around Route 128. The commonwealth’s Mass.
gov website is even regarded as one of the best
in the country.” One might expect the state to
be a leader in using the internet for online bud-
get transparency.

Despite advances by the Governor’s office

in giving greater detail and context to the
state’s budget items, Massachusetts still lacks
a searchable way to track individual spending

items, contracts or subsidies.

But as more and more states upgrade their bud-
gets to Transparency 2.0, Massachusetts falls
behind. Despite advances by the Governor’s of-
fice in giving greater detail and context to the
state’s budget items, Massachusetts still lacks
a searchable way to track individual spending
items, contracts or subsidies.

This deficiency is part of a broader lack of
open government when it comes to budget-
ing. All three branches of Massachusetts gov-

ernment claim to be exempted from require-
ments to comply with the state’s public record
law.”> A national report ranking states on the
level of open access to official records found
that Massachusetts garnered a failing grade of
“E” According to the report, which was jointly
produced by the Better Government Associa-
tion and the National Freedom of Information
Coalition, the Bay State lacks penalties to en-
sure that officials actually comply with Public
Record laws and citizens are faced with fees for
obtaining access to public records.”® Less than
half of cities and towns post annual budget in-
formation on-line, according to a tally by the
Common Cause Massachusetts Campaign for
Open Government.”

Based on the experience of other states and the
Commonwealth’s steps to date, Massachusetts
can become a leader of the Transparency 2.0
movement with great benefit and relatively little
expense. A one-stop portal on government ex-
penditures must be specifically included in the
Administration’s IT vision plan as it promotes
efficiency, accountability, and greater faith in
government use of tax dollars.

Comm-Pass: A First Step Toward
Tracking Public Contracts

The Commonwealth Procurement Access and
Solicitation System website is a good first step in
disclosing comprehensive information on state
contracts.” Comm-PASS allows citizens to find
the names of vendors receiving awards, the es-
timated value of contracts, the funding agency,
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official address of vendor, and the purpose of
the contract. The program even includes some
contracts issued by cities and towns.

Comm-PASS has not cost the commonwealth
additional money.” On the contrary, the system

Comm-PASS has not cost the commonwealth ~ has saved agencies and localities on countless

additional money.”” On the contrary, the system
has saved agencies and localities on countless
contracts through identification of lower-cost
contractors and leverage of the state’s bargain-

contracts through identification of lower-cost
contractors and leverage of the state’s bargaining
power as a consolidated purchaser of goods and

ing power as a consolidated purchaser of goods
and services. Agencies that bid for goods or ser-
vices are automatically informed if they could
be included in a larger commonwealth-wide
bulk bid that would likely have lower prices.
Some local authorities have even made use of
these efficiencies. The Boston Housing Author-
ity, for instance, has used the system to obtain
lower prices when purchasing goods such as
appliances and office supplies, with higher-
quality bids from about twenty percent more
private contractors per bid. Using the system
has also saved the authority between $20,000
and $40,000 per year on paperwork.*

While Comm-PASS functions well as an inter-
face between government entities and contrac-
tors, it is not designed to provide oversight for
the contracting process. Nor is the system in-
tegrated with departmental budgets to provide
a vantage point on agency expenditures. The
system includes only some contracts, does not
archive information about past contracts, and
— since the system is largely voluntary - often
contains incomplete information about con-
tracts and contractors. Nor does the web portal
allow search by functional categories of what
goods or services get ordered or where contrac-
tors are located. The system is more like a pub-
lic sector Craigslist that spreads access to better
prices and terms, but affords little perspective
to observe trends or ensure accountability for
private allocation of public money.

services.

In order to upgrade the transparency of the
commonwealth’s public contracting, full disclo-
sure of information should be mandatory for all
state agencies, local governments, and indepen-
dent agencies. Contractors should be required
to disclose information about significant sub-
contracting in completing these contracts.
Actual spending amounts should be disclosed
rather than just the estimated amounts at the
outset of contracts.

The enhanced contracting information should
be provided in ways that facilitate browsing
by policy leaders, watchdog groups, and ordi-
nary citizens. The information should be inte-
grated into the state’s budget web portal on the
budget. Past contracts should be archived and
searchable by geography and district, as well as
through a menu of different kinds of functional
spending categories (such as consulting servic-
es, stationary, road construction, maintenance,
etc.). Such a system would enormously enhance
public managers’ ability to reduce contracting
costs while also strengthening the public’s abil-
ity to hold leaders accountable for spending de-
cisions.
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Massachusetts Tax Expenditure
Budget: A First Step Toward
Transparency In Need Of An
Upgrade

Massachusetts’ state government has a large
collection of subsidy programs that have ac-
crued over time. Once created, these programs
tend to receive limited oversight compared to
other forms of public expenditure. A partial list
includes:

» $50 million a year in tax credits for historic
rehabilitation constructions, awarded by the
Secretary of State;®!

» Tax credits for film companies equal to twen-
ty-five percent of all payroll and production
expenditures in Massachusetts, expected to
soon cost over $100 million a year;®

» Ten-year, billion-dollar package of subsidies
for life sciences companies including invest-
ment and research and development tax
credits, reimbursement for FDA fees, con-
tributions of infrastructure, loans, grants,
fellowships, and direct investments;*

» $40 million of co-investment bonds admin-
istered by the quasi-public agency Massa-
chusetts Technology Collaborative, available
to broadband internet companies.**

» Special breaks for particular companies,
such as the deal given to life science compa-
ny Shire PLC when it threatened to in other
states. Massachusetts offered over $40 mil-
lion and the town of Lexington put up $7.6
million over 20 years. This total comes to
over $70,000 for each of the 680 promised
jobs.®

Upgrading Comm-Pass
Information On Public
Contracts:

» Disclose actual, not prior
estimated, costs

» Disclose information on the
performance of contracts.

» Disclose subcontractor
spending on contracts

» Make disclosure mandatory for
all state and local government
agencies.

» Archive past contracts

» Make contracts searchable by
functional categories and the
location of contractors

» Integrate information within
larger data about government
expenditures by department
and locality

The commonwealth has already taken a first
step towards transparency for public subsidies
through the yearly Tax Expenditure Budget
published on the state’s budget website.*® Tax
expenditure reports, which exist in at least 33
states in some form, show the budgetary cost
of using the tax code to reward particular ac-
tivities among individual and corporate tax-
payers.”” Massachusetts’ Tax Expenditure Bud-
get discloses the lost revenues that result from
preferential tax policies in the personal income
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code, as well as corporate excise and sales tax
exemptions, deductions, and credits.

Providing a price tag on these programs can
improve policy by making visible their other-
wise-hidden budget trade offs they entail. The
state tax credit for mandated repairs on septic
systems, for instance, encourages septic mod-
ernization and cushions the impact of these
new regulations for those who must comply
with them, meanwhile costing $18 million in
lost budgetary revenue for FY 2009. A tax cred-
it for medical device manufacturers will simi-
larly cost $0.4 million. Continuation of these
programs means that those revenues will not
be available for other public needs or must be
paid for by additional taxes.

The Tax Expenditure Budget provides informa-
tion about the cost of general provisions in the
tax code. Unlike Rhode Island, Massachusetts
provides no information about other forms of
subsidies provided through other mechanisms.
Nor does it provide information about subsi-
dies targeted to individual businesses or how
subsidies are allocated across industry, geogra-
phy, or political district. More importantly, the
TEB provides at best half the story for compar-
ing costs to benefits because it provides no in-
formation about the public benefits of individ-
ual subsidies, much less whether subsidies fell
short of their promised results.

Upgrading Massachusetts
Transparency on
Subsidies:

» Disclose detailed information
about each subsidy, including:
the type and amount of
individual subsidies; the number
of jobs created, along with their
wages and the cost of health
insurance provided by the
employer; the location of the
recipient prior to receiving the
business subsidy; the number
of employees who ceased to be
employed by the recipient if the
recipient relocated to become
eligible for the business subsidy.

» Track purpose and
performance of each subsidy

to determine whether promises
were fulfilled.

» Disclose all forms of subsidies
from both state and local
governments, including direct
payment, tax benefits, loans,
and infrastructure assistance.

» Disclose actions taken to
recapture subsidies from
companies that fail to deliver on
promises.

» Disclose information publicly
before subsidy agreements are
finalized to illicit public input.
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Conclusion

Transparency 2.0—a broad bipartisan move-
ment for online government spending trans-
parency—is growing. In the past two years, sev-
enteen states and the federal government have
upgraded their spending transparency websites,
making them comprehensive, one-stop, and
one-click searchable. Many of these states report
already reaping the benefits of this greater trans-
parency, saving millions of dollars and bolster-
ing the confidence of taxpayers and businesses.

As the state moves forward in upgrading our
IT systems and services, budget transparency

must be included as part of the plan. A hub of
technology industries, Massachusetts should
be a natural leader in the Transparency 2.0
movement, but in many regards the common-
wealth’s transparency, like other IT services,
is stuck in the past. As more and more states
upgrade their transparency websites, Massa-
chusetts is falling further and further behind.
Building on the success of the Comm-PASS
website, Massachusetts should adopt the best
practices of Transparency 2.0 and provide its
citizens with the best web-based budget trans-
parency in the nation.
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Appendix A

Transparency 2.0 States

State

Arizona
Georgia
Hawaii
Kansas
Kentucky
Louisiana
Maryland
Minnesota
Mississippi
Missouri

Nebraska
Nevada

New York
Oklahoma
South
Carolina
Texas

Utah

Washington

Authorizing Law

SB 1235,
signed into law July 7, 2008

SB 300,
signed into law May 12, 2008

HB 122,
signed into law May 1, 2007

First authorized by FY 2008
appropriations bill
Executive order 2008-508
issued June 6, 2008

Executive Order No. BJ 2008-2,
issued January 15, 2008

HB 358,
signed into law May 22, 2008

HF 376,
signed into law May 4, 2007

HB 101,
signed into law March 14, 2008

Executive Order 7-24,
issued July 11, 2007

Directive of the State Treasurer

Executive Order,
issued March 18, 2008

Directive of the Attorney
General

SB 1,
signed into law June 5, 2007

Executive Order 2007-14,
issued August 30, 2007

HB 3430,
signed into law June 15, 2007

SB 38,
signed into law March 14, 2008

SB 6818,
signed into law March 1, 2008

Website Address
To be operational by January 1, 2011

To be operational by January 1, 2009

To be operational by

January 1, 2009

www.kansas.gov/kanview

“Open Door Kentucky” to be operational by January 2009
wwwprd.doa.louisiana.gov/latrac/index.cfm
To be operational by January 1, 2009

To be operational by January 1, 2008

No operational date set.

No site yet exists.
mapyourtaxes.mo.gov/MAP/Portal/
nebraskaspending.com

Under construction at
open.nv.gov

Under construction at

www.sunlightny.com

ok.gov/okaa
ssl.sc.gov/SpendingTransparency/BudgetTransparecnyMain.aspx
www.window.state.tx.us/comptrol/expendlist/cashdrill.php

To be operational by May 15, 2009

To be operational by January 1, 2009
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