
Oklahoma City 
ere’s something you 
don’t often see in 
Washington: a busi-
nessman trying to re-
peal a law that helps 

his company. That’s Bob Funk’s 
latest mission in life. He’s the 
president and founder of Express 
Employment Professionals, the 
fifth-largest employment agency 
in America, with annual sales 
of $2.5 billion and more than 650 
franchises across the country. 
This year he will place nearly half 
a million workers in jobs.
 “ObamaCare has been an ab-
solute boon for my business,” he 
says as we sit in his new office 
headquarters near downtown 
Oklahoma City. “I’m making a lot 
of money thanks to that law. We’re 
up 8% this year. But it’s just ter-
rible for the country. I see that 
firsthand every day.”
 Why is the health-care law 
good for Express but bad for the 
country? “Firms are just very re-
luctant to hire full-time workers,” 
Mr. Funk says. “So they are taking 
on more temporary help, which is 
what we do.” ObamaCare imposes 
new mandates and penalties on 
companies with more than 50 full-
time employees— and even those 
working 30 hours a week are con-
sidered full-time.

 He quickly adds: “The problem 
isn’t just ObamaCare, though. It’s 
the entire regulatory assault on 
employers coming out of Washing-
ton— everything from the EEOC”, 
the Equal Employment Opportu-
nity Commission, hits companies 
hard when employees claim age, 
race or sex discrimination—“to 
the Dodd-Frank monstrosity. Em-
ployers are living in a state of 
fear.” 
 Mr. Funk is worth listening 
to because few people are as inti-
mately connected to the U.S. job 
market. Express acts as an em-
ployment version of Match.com, 
linking businesses with job seek-
ers. The jobs he fills range from 
CFOs and trained technicians to 
secretaries, retail clerks and con-
struction workers. The pay for Ex-
press jobs typically ranges from 
$13 to $40 an hour.
 On Monday, the company will 
release a report called “The Great 
Shift” warning that the declin-
ing labor-force participation rate 
has put at risk Americans’ future 
quality of life, especially for mil-
lennials “who have quit looking 
for work.” With millions of people 
giving up job searches, the U.S. 
labor-participation rate is the low-
est in 35 years.
 Mr. Funk is happy to lay out 
many of the report’s themes. 
Perhaps most arresting is his as-
sertion that “anyone who really 
wants a job in this country can 
have one.” With 20 million Ameri-
cans unemployed or underem-
ployed, how can that be?
 To land and keep a job isn’t 
hard, he says, but you have to 
meet three conditions: “First you 
need integrity; second, a strong 

work ethic; and, third, you have to 
be able to pass a drug test.” If an 
applicant can meet those minimal 
qualifications, he says, “I guaran-
tee I can find employers tomorrow 
who will hire you.”
 He thinks the notion of the 
“deadend job” is poisonous be-
cause it shuts down all sense of 
possibility and ambition. One 
of his lifelong themes, Mr. Funk 
says, is that “a job—any job—is 
by far the best social program 
in America and the ladder to 
success.”
 As a near-lifelong Oklahoman, 
now 73 years old, Mr. Funk wears 
a cowboy hat and a cheerful dispo-
sition. He started his career train-
ing to be a Methodist preacher, 
but he jokes that he was so bad in 
the pulpit that “after my sermons 

were over it was like the great 
awakening.” So he turned to busi-
ness instead, and “now I’m help-
ing workers in this life rather than 
for eternity.”
 In 1983 he took out a $150,000 
loan to launch Express, and after 
a brutal first few years—the oil re-
cession crushed the Sooner State 
in the mid-1980s and nearly put 
him out of business—the company 
has multiplied many times in em-
ployment and profitability.
 The hundreds of thousands 
of temporary workers he places 
in jobs are Express employees. 
He pays their salary, benefits, 
and payroll taxes and the firms 
that hire the workers reimburse 
Express for those costs plus a 
commission. This feature of the 
temporary-worker industry allows 
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Where the Jobs Are—and How to Get One
Oklahoma City

H ere’s something you don’t
often see in Washington:
a businessman trying to
repeal a law that helps
his company. That’s Bob

Funk’s latest mission in life. He’s the
president and founder of Express
Employment Services, the fifth-larg-
est employment agency in America,
with annual sales of $2.5 billion and
more than 600 franchises across the
country. This year he will place
nearly half a million workers in jobs.

“ObamaCare has been an absolute
boon for my business,” he says as
we sit in his new office headquar-
ters near downtown Oklahoma City.
“I’m making a lot of money thanks
to that law. We’re up 8% this year.
But it’s just terrible for the country.
I see that firsthand every day.”

Why is the health-care law good
for Express but bad for the country?
“Firms are just very reluctant to hire
full-time workers,” Mr. Funk says.
“So they are taking on more tempo-
rary help, which is what we do.”
ObamaCare imposes new mandates
and penalties on companies with
more than 50 full-time employees—
and even those working 30 hours a
week are considered full-time.

He quickly adds: “The problem
isn’t just ObamaCare, though. It’s
the entire regulatory assault on em-
ployers coming out of Washington—
everything from the EEOC”—the
Equal Employment Opportunity
Commission hits companies hard
when employees claim age, race or
sex discrimination—“to the Dodd-
Frank monstrosity. Employers are
living in a state of fear.”

Mr. Funk is worth listening to be-
cause few people are as intimately
connected to the U.S. job market.
Express acts as an employment ver-
sion of Match.com, linking busi-
nesses with job seekers. The jobs he
fills range from CFOs and trained
technicians to secretaries, retail
clerks and construction workers.
The pay for Express jobs typically
ranges from $13 to $40 an hour.

On Monday, the company will
release a report called “The Great
Shift” warning that the declining
labor-force participation rate has
put at risk Americans’ future quality
of life, especially for millennials
“who have quit looking for work.”
With millions of people giving up
job searches, the U.S. labor-partici-
pation rate is the lowest in 35 years.

Mr. Funk is happy to lay out many
of the report’s themes. Perhaps most
arresting is his assertion that “any-

one who really wants a job in this
country can have one.” With 20 mil-
lion Americans unemployed or
underemployed, how can that be?

To land and keep a job isn’t hard,
he says, but you have to meet three
conditions: “First you need integ-
rity; second, a strong work ethic;
and, third, you have to be able to
pass a drug test.” If an applicant can
meet those minimal qualifications,
he says, “I guarantee I can find
employers tomorrow who will hire
you.”

He thinks the notion of the “dead-
end job” is poisonous because it
shuts down all sense of possibility
and ambition. One of his lifelong
themes, Mr. Funk says, is that “a
job—any job—is by far the best so-
cial program in America and the lad-
der to success.”

As a near-lifelong Oklahoman,
now 73 years old, Mr. Funk wears a
cowboy hat and a cheerful disposi-
tion. He started his career training
to be a Methodist preacher, but he
jokes that he was so bad in the
pulpit that “after my sermons were
over it was like the great awaken-
ing.” So he turned to business in-
stead, and “now I’m helping workers
in this life rather than for eternity.”

In 1983 he took out a $150,000
loan to launch Express, and after a
brutal first few years—the oil reces-
sion crushed the Sooner State in the
mid-1980s and nearly put him out of
business—the company has multi-
plied many times in employment
and profitability.

The hundreds of thousands of
temporary workers he places in jobs
are Express employees. He pays
their salary, benefits, and payroll
taxes and the firms that hire the
workers reimburse Express for those
costs plus a commission. This fea-
ture of the temporary-worker indus-
try allows companies trying to fill
job openings to do so in a way that
sidesteps ObamaCare’s mandates.
After an on-the-job trial of several
months, companies often offer the
workers permanent positions.

“It’s a try it before you buy it
model,” Mr. Funk explains. The tem-
porary-employment business is
booming now because in the fragile
economy and, with ObamaCare on
the way, companies are skittish
about bringing on permanent hires.
Some businesses, to remain below
the 50-employee level, hire all their
additional workers beyond No. 49
through Express. He says other
CEOs are so fed up with the new
rules that they have asked Express
to take over the management of
their entire workforce.

Express is also a good indicator
of where the U.S. economy is grow-
ing and where it’s still struggling.
The top job growth is in cities like
Nashville, Dallas, Austin, Oklahoma
City and Indianapolis—cities without
forced union rules, and with a pro-
growth regulatory and tax climate.
He says Michigan and Wisconsin are
two states in the upper Midwest
that have “really improved their

business climate.” The slowest state
is still California: “They just raised
their minimum wage again—it’s just
a killer for new jobs.”

The primary jobs problem today,
Mr. Funk says, is that too many
workers are functionally unemploy-
able because of attitude, behavior or
lack of the most basic work skills.
One discouraging statistic is that
only about one of six workers who
comes to Express seeking employ-
ment makes the cut. He recites a
company statistic that about one in
four applicants can’t even pass a
drug test.

“In my 40-some years in this
business, the biggest change I’ve
witnessed is the erosion of the
American work ethic. It just isn’t
there today like it used to be,” Mr.
Funk says. Asked to define “work
ethic,” he replies that it’s fairly sim-
ple but vital on-the-job behavior,
such as showing up on time, being
conscientious and productive in ev-
ery task, showing a willingness to
get your hands dirty and at times
working extra hours. These attri-
butes are essential, he says, because
if low-level employees show a will-
ingness to work hard, “most employ-
ers will gladly train them with the
skills to fill higher-paying jobs.”

He fears that too many of the
young millennials who come
knocking on his door view a
paycheck as a kind of entitlement,
not something to be earned. He is
also concerned that the trendy
concept of “life-balancing” is put-

ting work second behind leisure.
“I guess I’m a little prejudiced to

the immigrants and especially His-
panics,” he says. “They have an
amazing work ethic. They don’t
want handouts and are grateful to
have a job. Our company has a great
success rate with these workers.”
This focus on work effort is seldom,
if ever, discussed by policy makers
or labor economists when they pon-
der what to do about unemploy-
ment. To most liberals, the very
topic is taboo and is disparaged as
blaming the economy’s victims.

When pressed to explain what
Washington can do to get Americans
back on the job, Mr. Funk says the
first step would be to start shrink-
ing the “vast social welfare state
programs that have become a sub-
stitute for work. There’s a prevalent
attitude of a lot of this generation
of workers that the government will
always be there to take care of
them. It’s hard to get people to take
entry-level jobs when they can get
unemployment benefits, health care,
food stamps and the rest.”

This week during the food-stamp
debate in Congress, Democrats voted
unanimously against work require-
ments and ridiculed Republicans
who suggested that the expansion of
food stamps to 47 million Americans
has discouraged working. The Demo-
crats are living in a fantasy world,
according to Mr. Funk. He points to
Congress’s decision in 2009 to in-
crease unemployment-insurance
benefits to 90 weeks or more as “a
policy that held a lot of people out
of the workforce until the checks
stopped coming. We saw that here
very clearly.”

The most abused government pro-
gram, he says, is disability insurance
and the 14 million Americans who
now collect these benefits. Express

has found that over half of the dis-
ability claims brought by its workers
have turned out to be fraudulent.
“We win 90% of the disability cases
that we challenge in court,” Mr.
Funk says.

Another big hurdle is the widen-
ing skills deficit. At any given time,
Mr. Funk says, Express has as many
as 20,000 jobs the company can’t fill
because workers don’t have the
skills required. His advice to young
people who are looking for a solid
career is to get training in account-
ing (thanks to Dodd-Frank’s huge ex-
pansion of paperwork), information
technology, manufacturing-robotics
programming, welding and engineer-
ing. He’s mystified why Express has
so much trouble filling thousands of
information-technology jobs when
so many young, working-age adults
are computer literate.

He blames public schools and uni-
versities for the skills mismatch.
Young people looking for a finan-
cially secure future might want to
heed one of his favorite pieces of
cautionary advice: “If you’ve got a
college degree in psych, poly-sci or
sociology, sorry, I can’t help you
find a job.” He urges greater empha-
sis on vocational and practical skills
training in schools, universities and
junior colleges.

With so many ideas about how to
help get the country on track, Mr.
Funk might seem ripe to enter poli-
tics, but he already made one elec-
toral foray—he was a local school-
board member for 11 years—and
found it an exercise in pure frustra-
tion. Bringing his pay-for-perform-
ance values to the board, he spent
years futilely trying to get rid of bad
teachers and to reward “the 30%
that are really good.”

He says “teacher tenure is by far
the most corrupt social institution
in our time, because it doesn’t re-
ward excellence or weed out bad
teachers.” The teachers union had
operational control of the school
board, and Mr. Funk couldn’t get
them to budge. He says the union
celebrated when he left the board.

I f Bob Funk’s warnings about un-
employment and the jobs market
are accurate, then almost every-

thing Washington is doing to ad-
dress the problem is either beside
the point or counterproductive. And
the ObamaCare-driven march toward
the 30-hour workweek continues.
“Our franchises across the country
are seeing a definite demand for
more part time workers,” he says.

How will American companies
keep up with competitors in Asia,
where employees often work 50 and
60 hours a week? Mr. Funk predicts
that the temporary-employment in-
dustry could nearly double its share
of the U.S. workforce, to about 4%,
after ObamaCare fully takes effect.
That’s good for him, but awful for
America.

Mr. Moore is a member of the
Journal’s editorial board.
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Our City Did Pension Reform and Lived to Tell the Tale
Lexington, Ky.

I f there is any hopeful news for
Chicago, Detroit, Illinois and the
other places where public pension

funds are collectively underwater by
an estimated $1 trillion, it is this: A
body of pension-reform successes now
exists to light the way. Our reform in
Lexington has been described as a
national model, and there are lessons

for those hoping to
avoid the bankruptcy
fate of Stockton, Calif.,
and Central Falls, R.I.

Lexington normally
feels like a well-off
university city of
300,000. It’s a cultur-
ally rich urban island

surrounded by world-class thorough-
bred farms and infused with a tradi-
tion of progressive, nonpartisan gov-
ernance.

Yet by 2012 Lexington’s police and
fire pension obligations were wreak-
ing havoc on the city’s budget. Annual
payments had exploded from $10 mil-
lion in 2005 to a projected $48 mil-
lion for 2013. Despite an infusion of
$135 million from pension bonds be-
tween 2009 and 2012, the unfunded
liability reached $296 million or
$2,400 per household in 2012.

Today Lexington is being held up
by pension watchers as a model for
its sweeping reform. So how were we
able to cut our unfunded liability by
45%, (effective the moment Gov. Steve
Beshear signed the reform into law on
March 14), institute comprehensive
benefit changes, and still have a
whopping 76% of beneficiaries vote to
send the reform package to the state
legislature?

It started with an inventory of
now-familiar culprits that had led to
the trouble. The list included optimis-
tic investment-return assumptions, a
punishing market decline, benefit
sweeteners made without understand-
ing their long-term impact, and
chronic shortfalls in governmental
contributions.

Next came the realization that city
officials and employees were facing
“mutually assured destruction” if we
failed to act. The police and fire lead-
ership was concerned that the city

would try to wipe out cost-of-living
adjustments to pension payouts and
switch to a defined-contribution plan.
The city’s bonding capacity was ex-
hausted and we faced a threefold rise
in annual payments. Without an
agreement, the next step was either a
massive tax hike or gutting essential
services that had already been de-
pleted.

But how to get to an agreement?
Hire an independent expert who is

both a pension specialist and a
trained arbitrator. A third party who
is trusted by both sides can acknowl-
edge the emotional issues and yet fo-
cus attention on the levers that actu-
ally move the numbers.

To reach a workable agreement, it is
crucial to share the pain. Cost-of-living
adjustments, contribution rates and
other sacred cows must be on the
table. Lexington nearly doubled its his-
toric annual cash contribution and
committed itself—through state law—
to paying down the remaining liability.

Active police officers and firefight-
ers are now giving 1% more out of
their paycheck and new employees
are staying on the job five years
longer, putting in 25 years until they
can retire with vested benefits. Retir-

ees now have lower COLA rates that
are tiered based on income (though
they can rise after the health of the
fund is secured, based on a formula
focused on maintaining at least an
85% funding rate).

As the head of the local firefight-
ers union said after the deal was rati-
fied, “Today is not a day for joy, as
there is a lot of pain to go around.

But it is a day to be proud.”
Demanding a full solution, instead

of kicking the can down the road, is
another important lesson. Appealing
half-measures will be offered, as they
were to us. Listen to them and de-
cline. Only by holding out for long-
term, comprehensive solutions will
cities reduce their unfunded liabili-
ties, which in turn reduce annual pay-
ments to manageable levels.

The last lesson is that consensus is
possible. To get there, Lexington had
to commit to saving the defined-bene-
fit model of pension. This can work if
it’s structured in a way that is
sustainable, with affordable employer
and employee contributions, cost-of-
living increases and benefit formulas.

Although negotiations were tough,
often stretching into the night, the
parties were there to solve a problem
and not wage ideological war in which
any concession would be labeled a
betrayal. That’s why all sides kept
talking and were able to sell the final

plan to their constituency.
Can these lessons work elsewhere?

Every government is different, and
every ailing pension is sick in its own
way. Lexington’s pre-reform $296
million unfunded liability does not
compare with Detroit’s $3.5 billion or
Chicago’s $19.5 billion holes. But key
to our success was the commitment
to finding a permanent solution that
avoided mutually assured destruc-
tion.

With reform behind us, our city has
a renewed sense of possibility. Lexing-
ton has returned badly needed fund-
ing to social services, started to rein-
vest in a world-class city, and even
begun to hire police officers and fire-
fighters again. I join with the rest of
the country in hoping that Chicago,
Detroit and every other city facing
pension crises again find their paths
to prosperity.

Mr. Gray is the mayor of Lexing-
ton, Ky.

Why Your iPhone Upgrade Is Good for the Poor

T hank you for upgrading.
People around the world have

been lining up outside Apple
stores this week, eager to part with
their serviceable iPhone 5 smartphones
and upgrade to the shiny, new iPhone
5s.

In the recent past, millions of peo-
ple have already retired perfectly good
smartphones to make way for the Sam-
sung Galaxy S4, Nokia Lumia 920 and
any of the more than 400 models now
available in the U.S.

While some lament the consumer-
ism that drives us to buy more and
more, as a scientist who focuses on
issues of global health and poverty, I
have a different response: Thanks.

New phones with larger screens and
better cameras may not markedly im-
prove our lives, but the push for more
powerful devices—and manufacturers’
willingness to respond to demand—is
on track to improve the lives of millions
of people living in extreme poverty.

That’s because customers set on having
the latest, greatest smartphones are
driving a dramatic decrease in cost and
increase in functionality that will bene-
fit people whose total annual income is
often less than the cost of a single
phone.

The reason for this odd coupling
between affluent smartphone purchas-
ers and the poor is simple: The enor-
mous capabilities of smartphones are
being repurposed and redirected for
use in the developing world.

Seven years ago, when one-megapixel
cameras started appearing on phones, I
began working with a group of students
in my lab at the University of California
at Berkeley to see if those cameras
could capture images of human cells

similar to those captured on our
$150,000 research microscope.

By attaching a simple set of lenses
to a Nokia phone borrowed from my
sister, we were able to image blood
cells, malaria parasites and the bacte-
ria that cause tuberculosis.

Several years and prototypes later,
we and collaborators are testing a
mobile-phone-based device in Camer-
oon to screen for parasitic worm infec-
tions. We’re also testing a modified
mobile phone in Thailand to image the
back of the eye for retinal diseases,
and another in India to provide early
warning of oral cancer. Other research-
ers have created a cellphone stetho-
scope and a portable ultrasound sys-
tem. The list goes on.

Our laboratory microscope still has
more features than our smartphone
microscope, of course, just as hospital
medical equipment has more capabili-
ties than the smartphone-based devices
that duplicate some of their functions.
But with smartphones capable of pro-
viding basic primary-care services and

diagnostic work, and with expanding
wireless services that allow doctors to
interpret results and recommend treat-
ments remotely, many of the services
we enjoy at the doctor’s office will be
available in the field—anywhere in the
world.

Much of the tinkering that is turning
smartphones into possibly life-saving
devices is taking place on university
campuses, where technologically adept
students are responding to challenges
to find innovative ways to address
global problems. But the inventions
can come from anywhere. In between
games of Candy Crush, some smart-
phone user far from a college lab
could find yet another inspired way to
direct the ever-increasing power in our
pockets.

So thank you for upgrading. And
save me a spot in line.

Mr. Fletcher is a professor of bioen-
gineering and biophysics at the Blum
Center for Developing Economies at the
University of California, Berkeley.

By Daniel Fletcher

THE WEEKEND INTERVIEW with Bob Funk | By Stephen Moore

OPINION

The man who matches
companies with workers talks
about the skills gap, the harm
from ObamaCare, and the
incentive not to work. But
he’ll still find you a job.

Facing a crippling three-fold
rise in annual payments, we
negotiated ways to cut our
unfunded liability by 45%.

CROSS
COUNTRY
By Jim Gray

Smartphone cameras,
for example, are being
repurposed as microscopes.

Some companies have
stopped hiring more
than 49 full-time workers.
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Where the Jobs Are—and How to Get One
Oklahoma City

H ere’s something you don’t
often see in Washington:
a businessman trying to
repeal a law that helps
his company. That’s Bob

Funk’s latest mission in life. He’s the
president and founder of Express
Employment Services, the fifth-larg-
est employment agency in America,
with annual sales of $2.5 billion and
more than 600 franchises across the
country. This year he will place
nearly half a million workers in jobs.

“ObamaCare has been an absolute
boon for my business,” he says as
we sit in his new office headquar-
ters near downtown Oklahoma City.
“I’m making a lot of money thanks
to that law. We’re up 8% this year.
But it’s just terrible for the country.
I see that firsthand every day.”

Why is the health-care law good
for Express but bad for the country?
“Firms are just very reluctant to hire
full-time workers,” Mr. Funk says.
“So they are taking on more tempo-
rary help, which is what we do.”
ObamaCare imposes new mandates
and penalties on companies with
more than 50 full-time employees—
and even those working 30 hours a
week are considered full-time.

He quickly adds: “The problem
isn’t just ObamaCare, though. It’s
the entire regulatory assault on em-
ployers coming out of Washington—
everything from the EEOC”—the
Equal Employment Opportunity
Commission hits companies hard
when employees claim age, race or
sex discrimination—“to the Dodd-
Frank monstrosity. Employers are
living in a state of fear.”

Mr. Funk is worth listening to be-
cause few people are as intimately
connected to the U.S. job market.
Express acts as an employment ver-
sion of Match.com, linking busi-
nesses with job seekers. The jobs he
fills range from CFOs and trained
technicians to secretaries, retail
clerks and construction workers.
The pay for Express jobs typically
ranges from $13 to $40 an hour.

On Monday, the company will
release a report called “The Great
Shift” warning that the declining
labor-force participation rate has
put at risk Americans’ future quality
of life, especially for millennials
“who have quit looking for work.”
With millions of people giving up
job searches, the U.S. labor-partici-
pation rate is the lowest in 35 years.

Mr. Funk is happy to lay out many
of the report’s themes. Perhaps most
arresting is his assertion that “any-

one who really wants a job in this
country can have one.” With 20 mil-
lion Americans unemployed or
underemployed, how can that be?

To land and keep a job isn’t hard,
he says, but you have to meet three
conditions: “First you need integ-
rity; second, a strong work ethic;
and, third, you have to be able to
pass a drug test.” If an applicant can
meet those minimal qualifications,
he says, “I guarantee I can find
employers tomorrow who will hire
you.”

He thinks the notion of the “dead-
end job” is poisonous because it
shuts down all sense of possibility
and ambition. One of his lifelong
themes, Mr. Funk says, is that “a
job—any job—is by far the best so-
cial program in America and the lad-
der to success.”

As a near-lifelong Oklahoman,
now 73 years old, Mr. Funk wears a
cowboy hat and a cheerful disposi-
tion. He started his career training
to be a Methodist preacher, but he
jokes that he was so bad in the
pulpit that “after my sermons were
over it was like the great awaken-
ing.” So he turned to business in-
stead, and “now I’m helping workers
in this life rather than for eternity.”

In 1983 he took out a $150,000
loan to launch Express, and after a
brutal first few years—the oil reces-
sion crushed the Sooner State in the
mid-1980s and nearly put him out of
business—the company has multi-
plied many times in employment
and profitability.

The hundreds of thousands of
temporary workers he places in jobs
are Express employees. He pays
their salary, benefits, and payroll
taxes and the firms that hire the
workers reimburse Express for those
costs plus a commission. This fea-
ture of the temporary-worker indus-
try allows companies trying to fill
job openings to do so in a way that
sidesteps ObamaCare’s mandates.
After an on-the-job trial of several
months, companies often offer the
workers permanent positions.

“It’s a try it before you buy it
model,” Mr. Funk explains. The tem-
porary-employment business is
booming now because in the fragile
economy and, with ObamaCare on
the way, companies are skittish
about bringing on permanent hires.
Some businesses, to remain below
the 50-employee level, hire all their
additional workers beyond No. 49
through Express. He says other
CEOs are so fed up with the new
rules that they have asked Express
to take over the management of
their entire workforce.

Express is also a good indicator
of where the U.S. economy is grow-
ing and where it’s still struggling.
The top job growth is in cities like
Nashville, Dallas, Austin, Oklahoma
City and Indianapolis—cities without
forced union rules, and with a pro-
growth regulatory and tax climate.
He says Michigan and Wisconsin are
two states in the upper Midwest
that have “really improved their

business climate.” The slowest state
is still California: “They just raised
their minimum wage again—it’s just
a killer for new jobs.”

The primary jobs problem today,
Mr. Funk says, is that too many
workers are functionally unemploy-
able because of attitude, behavior or
lack of the most basic work skills.
One discouraging statistic is that
only about one of six workers who
comes to Express seeking employ-
ment makes the cut. He recites a
company statistic that about one in
four applicants can’t even pass a
drug test.

“In my 40-some years in this
business, the biggest change I’ve
witnessed is the erosion of the
American work ethic. It just isn’t
there today like it used to be,” Mr.
Funk says. Asked to define “work
ethic,” he replies that it’s fairly sim-
ple but vital on-the-job behavior,
such as showing up on time, being
conscientious and productive in ev-
ery task, showing a willingness to
get your hands dirty and at times
working extra hours. These attri-
butes are essential, he says, because
if low-level employees show a will-
ingness to work hard, “most employ-
ers will gladly train them with the
skills to fill higher-paying jobs.”

He fears that too many of the
young millennials who come
knocking on his door view a
paycheck as a kind of entitlement,
not something to be earned. He is
also concerned that the trendy
concept of “life-balancing” is put-

ting work second behind leisure.
“I guess I’m a little prejudiced to

the immigrants and especially His-
panics,” he says. “They have an
amazing work ethic. They don’t
want handouts and are grateful to
have a job. Our company has a great
success rate with these workers.”
This focus on work effort is seldom,
if ever, discussed by policy makers
or labor economists when they pon-
der what to do about unemploy-
ment. To most liberals, the very
topic is taboo and is disparaged as
blaming the economy’s victims.

When pressed to explain what
Washington can do to get Americans
back on the job, Mr. Funk says the
first step would be to start shrink-
ing the “vast social welfare state
programs that have become a sub-
stitute for work. There’s a prevalent
attitude of a lot of this generation
of workers that the government will
always be there to take care of
them. It’s hard to get people to take
entry-level jobs when they can get
unemployment benefits, health care,
food stamps and the rest.”

This week during the food-stamp
debate in Congress, Democrats voted
unanimously against work require-
ments and ridiculed Republicans
who suggested that the expansion of
food stamps to 47 million Americans
has discouraged working. The Demo-
crats are living in a fantasy world,
according to Mr. Funk. He points to
Congress’s decision in 2009 to in-
crease unemployment-insurance
benefits to 90 weeks or more as “a
policy that held a lot of people out
of the workforce until the checks
stopped coming. We saw that here
very clearly.”

The most abused government pro-
gram, he says, is disability insurance
and the 14 million Americans who
now collect these benefits. Express

has found that over half of the dis-
ability claims brought by its workers
have turned out to be fraudulent.
“We win 90% of the disability cases
that we challenge in court,” Mr.
Funk says.

Another big hurdle is the widen-
ing skills deficit. At any given time,
Mr. Funk says, Express has as many
as 20,000 jobs the company can’t fill
because workers don’t have the
skills required. His advice to young
people who are looking for a solid
career is to get training in account-
ing (thanks to Dodd-Frank’s huge ex-
pansion of paperwork), information
technology, manufacturing-robotics
programming, welding and engineer-
ing. He’s mystified why Express has
so much trouble filling thousands of
information-technology jobs when
so many young, working-age adults
are computer literate.

He blames public schools and uni-
versities for the skills mismatch.
Young people looking for a finan-
cially secure future might want to
heed one of his favorite pieces of
cautionary advice: “If you’ve got a
college degree in psych, poly-sci or
sociology, sorry, I can’t help you
find a job.” He urges greater empha-
sis on vocational and practical skills
training in schools, universities and
junior colleges.

With so many ideas about how to
help get the country on track, Mr.
Funk might seem ripe to enter poli-
tics, but he already made one elec-
toral foray—he was a local school-
board member for 11 years—and
found it an exercise in pure frustra-
tion. Bringing his pay-for-perform-
ance values to the board, he spent
years futilely trying to get rid of bad
teachers and to reward “the 30%
that are really good.”

He says “teacher tenure is by far
the most corrupt social institution
in our time, because it doesn’t re-
ward excellence or weed out bad
teachers.” The teachers union had
operational control of the school
board, and Mr. Funk couldn’t get
them to budge. He says the union
celebrated when he left the board.

I f Bob Funk’s warnings about un-
employment and the jobs market
are accurate, then almost every-

thing Washington is doing to ad-
dress the problem is either beside
the point or counterproductive. And
the ObamaCare-driven march toward
the 30-hour workweek continues.
“Our franchises across the country
are seeing a definite demand for
more part time workers,” he says.

How will American companies
keep up with competitors in Asia,
where employees often work 50 and
60 hours a week? Mr. Funk predicts
that the temporary-employment in-
dustry could nearly double its share
of the U.S. workforce, to about 4%,
after ObamaCare fully takes effect.
That’s good for him, but awful for
America.

Mr. Moore is a member of the
Journal’s editorial board.
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Our City Did Pension Reform and Lived to Tell the Tale
Lexington, Ky.

I f there is any hopeful news for
Chicago, Detroit, Illinois and the
other places where public pension

funds are collectively underwater by
an estimated $1 trillion, it is this: A
body of pension-reform successes now
exists to light the way. Our reform in
Lexington has been described as a
national model, and there are lessons

for those hoping to
avoid the bankruptcy
fate of Stockton, Calif.,
and Central Falls, R.I.

Lexington normally
feels like a well-off
university city of
300,000. It’s a cultur-
ally rich urban island

surrounded by world-class thorough-
bred farms and infused with a tradi-
tion of progressive, nonpartisan gov-
ernance.

Yet by 2012 Lexington’s police and
fire pension obligations were wreak-
ing havoc on the city’s budget. Annual
payments had exploded from $10 mil-
lion in 2005 to a projected $48 mil-
lion for 2013. Despite an infusion of
$135 million from pension bonds be-
tween 2009 and 2012, the unfunded
liability reached $296 million or
$2,400 per household in 2012.

Today Lexington is being held up
by pension watchers as a model for
its sweeping reform. So how were we
able to cut our unfunded liability by
45%, (effective the moment Gov. Steve
Beshear signed the reform into law on
March 14), institute comprehensive
benefit changes, and still have a
whopping 76% of beneficiaries vote to
send the reform package to the state
legislature?

It started with an inventory of
now-familiar culprits that had led to
the trouble. The list included optimis-
tic investment-return assumptions, a
punishing market decline, benefit
sweeteners made without understand-
ing their long-term impact, and
chronic shortfalls in governmental
contributions.

Next came the realization that city
officials and employees were facing
“mutually assured destruction” if we
failed to act. The police and fire lead-
ership was concerned that the city

would try to wipe out cost-of-living
adjustments to pension payouts and
switch to a defined-contribution plan.
The city’s bonding capacity was ex-
hausted and we faced a threefold rise
in annual payments. Without an
agreement, the next step was either a
massive tax hike or gutting essential
services that had already been de-
pleted.

But how to get to an agreement?
Hire an independent expert who is

both a pension specialist and a
trained arbitrator. A third party who
is trusted by both sides can acknowl-
edge the emotional issues and yet fo-
cus attention on the levers that actu-
ally move the numbers.

To reach a workable agreement, it is
crucial to share the pain. Cost-of-living
adjustments, contribution rates and
other sacred cows must be on the
table. Lexington nearly doubled its his-
toric annual cash contribution and
committed itself—through state law—
to paying down the remaining liability.

Active police officers and firefight-
ers are now giving 1% more out of
their paycheck and new employees
are staying on the job five years
longer, putting in 25 years until they
can retire with vested benefits. Retir-

ees now have lower COLA rates that
are tiered based on income (though
they can rise after the health of the
fund is secured, based on a formula
focused on maintaining at least an
85% funding rate).

As the head of the local firefight-
ers union said after the deal was rati-
fied, “Today is not a day for joy, as
there is a lot of pain to go around.

But it is a day to be proud.”
Demanding a full solution, instead

of kicking the can down the road, is
another important lesson. Appealing
half-measures will be offered, as they
were to us. Listen to them and de-
cline. Only by holding out for long-
term, comprehensive solutions will
cities reduce their unfunded liabili-
ties, which in turn reduce annual pay-
ments to manageable levels.

The last lesson is that consensus is
possible. To get there, Lexington had
to commit to saving the defined-bene-
fit model of pension. This can work if
it’s structured in a way that is
sustainable, with affordable employer
and employee contributions, cost-of-
living increases and benefit formulas.

Although negotiations were tough,
often stretching into the night, the
parties were there to solve a problem
and not wage ideological war in which
any concession would be labeled a
betrayal. That’s why all sides kept
talking and were able to sell the final

plan to their constituency.
Can these lessons work elsewhere?

Every government is different, and
every ailing pension is sick in its own
way. Lexington’s pre-reform $296
million unfunded liability does not
compare with Detroit’s $3.5 billion or
Chicago’s $19.5 billion holes. But key
to our success was the commitment
to finding a permanent solution that
avoided mutually assured destruc-
tion.

With reform behind us, our city has
a renewed sense of possibility. Lexing-
ton has returned badly needed fund-
ing to social services, started to rein-
vest in a world-class city, and even
begun to hire police officers and fire-
fighters again. I join with the rest of
the country in hoping that Chicago,
Detroit and every other city facing
pension crises again find their paths
to prosperity.

Mr. Gray is the mayor of Lexing-
ton, Ky.

Why Your iPhone Upgrade Is Good for the Poor

T hank you for upgrading.
People around the world have

been lining up outside Apple
stores this week, eager to part with
their serviceable iPhone 5 smartphones
and upgrade to the shiny, new iPhone
5s.

In the recent past, millions of peo-
ple have already retired perfectly good
smartphones to make way for the Sam-
sung Galaxy S4, Nokia Lumia 920 and
any of the more than 400 models now
available in the U.S.

While some lament the consumer-
ism that drives us to buy more and
more, as a scientist who focuses on
issues of global health and poverty, I
have a different response: Thanks.

New phones with larger screens and
better cameras may not markedly im-
prove our lives, but the push for more
powerful devices—and manufacturers’
willingness to respond to demand—is
on track to improve the lives of millions
of people living in extreme poverty.

That’s because customers set on having
the latest, greatest smartphones are
driving a dramatic decrease in cost and
increase in functionality that will bene-
fit people whose total annual income is
often less than the cost of a single
phone.

The reason for this odd coupling
between affluent smartphone purchas-
ers and the poor is simple: The enor-
mous capabilities of smartphones are
being repurposed and redirected for
use in the developing world.

Seven years ago, when one-megapixel
cameras started appearing on phones, I
began working with a group of students
in my lab at the University of California
at Berkeley to see if those cameras
could capture images of human cells

similar to those captured on our
$150,000 research microscope.

By attaching a simple set of lenses
to a Nokia phone borrowed from my
sister, we were able to image blood
cells, malaria parasites and the bacte-
ria that cause tuberculosis.

Several years and prototypes later,
we and collaborators are testing a
mobile-phone-based device in Camer-
oon to screen for parasitic worm infec-
tions. We’re also testing a modified
mobile phone in Thailand to image the
back of the eye for retinal diseases,
and another in India to provide early
warning of oral cancer. Other research-
ers have created a cellphone stetho-
scope and a portable ultrasound sys-
tem. The list goes on.

Our laboratory microscope still has
more features than our smartphone
microscope, of course, just as hospital
medical equipment has more capabili-
ties than the smartphone-based devices
that duplicate some of their functions.
But with smartphones capable of pro-
viding basic primary-care services and

diagnostic work, and with expanding
wireless services that allow doctors to
interpret results and recommend treat-
ments remotely, many of the services
we enjoy at the doctor’s office will be
available in the field—anywhere in the
world.

Much of the tinkering that is turning
smartphones into possibly life-saving
devices is taking place on university
campuses, where technologically adept
students are responding to challenges
to find innovative ways to address
global problems. But the inventions
can come from anywhere. In between
games of Candy Crush, some smart-
phone user far from a college lab
could find yet another inspired way to
direct the ever-increasing power in our
pockets.

So thank you for upgrading. And
save me a spot in line.

Mr. Fletcher is a professor of bioen-
gineering and biophysics at the Blum
Center for Developing Economies at the
University of California, Berkeley.

By Daniel Fletcher

THE WEEKEND INTERVIEW with Bob Funk | By Stephen Moore

OPINION

The man who matches
companies with workers talks
about the skills gap, the harm
from ObamaCare, and the
incentive not to work. But
he’ll still find you a job.

Facing a crippling three-fold
rise in annual payments, we
negotiated ways to cut our
unfunded liability by 45%.

CROSS
COUNTRY
By Jim Gray

Smartphone cameras,
for example, are being
repurposed as microscopes.

Some companies have
stopped hiring more
than 49 full-time workers.
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Where the Jobs Are—and How to Get One
Oklahoma City

H ere’s something you don’t
often see in Washington:
a businessman trying to
repeal a law that helps
his company. That’s Bob

Funk’s latest mission in life. He’s the
president and founder of Express
Employment Services, the fifth-larg-
est employment agency in America,
with annual sales of $2.5 billion and
more than 600 franchises across the
country. This year he will place
nearly half a million workers in jobs.

“ObamaCare has been an absolute
boon for my business,” he says as
we sit in his new office headquar-
ters near downtown Oklahoma City.
“I’m making a lot of money thanks
to that law. We’re up 8% this year.
But it’s just terrible for the country.
I see that firsthand every day.”

Why is the health-care law good
for Express but bad for the country?
“Firms are just very reluctant to hire
full-time workers,” Mr. Funk says.
“So they are taking on more tempo-
rary help, which is what we do.”
ObamaCare imposes new mandates
and penalties on companies with
more than 50 full-time employees—
and even those working 30 hours a
week are considered full-time.

He quickly adds: “The problem
isn’t just ObamaCare, though. It’s
the entire regulatory assault on em-
ployers coming out of Washington—
everything from the EEOC”—the
Equal Employment Opportunity
Commission hits companies hard
when employees claim age, race or
sex discrimination—“to the Dodd-
Frank monstrosity. Employers are
living in a state of fear.”

Mr. Funk is worth listening to be-
cause few people are as intimately
connected to the U.S. job market.
Express acts as an employment ver-
sion of Match.com, linking busi-
nesses with job seekers. The jobs he
fills range from CFOs and trained
technicians to secretaries, retail
clerks and construction workers.
The pay for Express jobs typically
ranges from $13 to $40 an hour.

On Monday, the company will
release a report called “The Great
Shift” warning that the declining
labor-force participation rate has
put at risk Americans’ future quality
of life, especially for millennials
“who have quit looking for work.”
With millions of people giving up
job searches, the U.S. labor-partici-
pation rate is the lowest in 35 years.

Mr. Funk is happy to lay out many
of the report’s themes. Perhaps most
arresting is his assertion that “any-

one who really wants a job in this
country can have one.” With 20 mil-
lion Americans unemployed or
underemployed, how can that be?

To land and keep a job isn’t hard,
he says, but you have to meet three
conditions: “First you need integ-
rity; second, a strong work ethic;
and, third, you have to be able to
pass a drug test.” If an applicant can
meet those minimal qualifications,
he says, “I guarantee I can find
employers tomorrow who will hire
you.”

He thinks the notion of the “dead-
end job” is poisonous because it
shuts down all sense of possibility
and ambition. One of his lifelong
themes, Mr. Funk says, is that “a
job—any job—is by far the best so-
cial program in America and the lad-
der to success.”

As a near-lifelong Oklahoman,
now 73 years old, Mr. Funk wears a
cowboy hat and a cheerful disposi-
tion. He started his career training
to be a Methodist preacher, but he
jokes that he was so bad in the
pulpit that “after my sermons were
over it was like the great awaken-
ing.” So he turned to business in-
stead, and “now I’m helping workers
in this life rather than for eternity.”

In 1983 he took out a $150,000
loan to launch Express, and after a
brutal first few years—the oil reces-
sion crushed the Sooner State in the
mid-1980s and nearly put him out of
business—the company has multi-
plied many times in employment
and profitability.

The hundreds of thousands of
temporary workers he places in jobs
are Express employees. He pays
their salary, benefits, and payroll
taxes and the firms that hire the
workers reimburse Express for those
costs plus a commission. This fea-
ture of the temporary-worker indus-
try allows companies trying to fill
job openings to do so in a way that
sidesteps ObamaCare’s mandates.
After an on-the-job trial of several
months, companies often offer the
workers permanent positions.

“It’s a try it before you buy it
model,” Mr. Funk explains. The tem-
porary-employment business is
booming now because in the fragile
economy and, with ObamaCare on
the way, companies are skittish
about bringing on permanent hires.
Some businesses, to remain below
the 50-employee level, hire all their
additional workers beyond No. 49
through Express. He says other
CEOs are so fed up with the new
rules that they have asked Express
to take over the management of
their entire workforce.

Express is also a good indicator
of where the U.S. economy is grow-
ing and where it’s still struggling.
The top job growth is in cities like
Nashville, Dallas, Austin, Oklahoma
City and Indianapolis—cities without
forced union rules, and with a pro-
growth regulatory and tax climate.
He says Michigan and Wisconsin are
two states in the upper Midwest
that have “really improved their

business climate.” The slowest state
is still California: “They just raised
their minimum wage again—it’s just
a killer for new jobs.”

The primary jobs problem today,
Mr. Funk says, is that too many
workers are functionally unemploy-
able because of attitude, behavior or
lack of the most basic work skills.
One discouraging statistic is that
only about one of six workers who
comes to Express seeking employ-
ment makes the cut. He recites a
company statistic that about one in
four applicants can’t even pass a
drug test.

“In my 40-some years in this
business, the biggest change I’ve
witnessed is the erosion of the
American work ethic. It just isn’t
there today like it used to be,” Mr.
Funk says. Asked to define “work
ethic,” he replies that it’s fairly sim-
ple but vital on-the-job behavior,
such as showing up on time, being
conscientious and productive in ev-
ery task, showing a willingness to
get your hands dirty and at times
working extra hours. These attri-
butes are essential, he says, because
if low-level employees show a will-
ingness to work hard, “most employ-
ers will gladly train them with the
skills to fill higher-paying jobs.”

He fears that too many of the
young millennials who come
knocking on his door view a
paycheck as a kind of entitlement,
not something to be earned. He is
also concerned that the trendy
concept of “life-balancing” is put-

ting work second behind leisure.
“I guess I’m a little prejudiced to

the immigrants and especially His-
panics,” he says. “They have an
amazing work ethic. They don’t
want handouts and are grateful to
have a job. Our company has a great
success rate with these workers.”
This focus on work effort is seldom,
if ever, discussed by policy makers
or labor economists when they pon-
der what to do about unemploy-
ment. To most liberals, the very
topic is taboo and is disparaged as
blaming the economy’s victims.

When pressed to explain what
Washington can do to get Americans
back on the job, Mr. Funk says the
first step would be to start shrink-
ing the “vast social welfare state
programs that have become a sub-
stitute for work. There’s a prevalent
attitude of a lot of this generation
of workers that the government will
always be there to take care of
them. It’s hard to get people to take
entry-level jobs when they can get
unemployment benefits, health care,
food stamps and the rest.”

This week during the food-stamp
debate in Congress, Democrats voted
unanimously against work require-
ments and ridiculed Republicans
who suggested that the expansion of
food stamps to 47 million Americans
has discouraged working. The Demo-
crats are living in a fantasy world,
according to Mr. Funk. He points to
Congress’s decision in 2009 to in-
crease unemployment-insurance
benefits to 90 weeks or more as “a
policy that held a lot of people out
of the workforce until the checks
stopped coming. We saw that here
very clearly.”

The most abused government pro-
gram, he says, is disability insurance
and the 14 million Americans who
now collect these benefits. Express

has found that over half of the dis-
ability claims brought by its workers
have turned out to be fraudulent.
“We win 90% of the disability cases
that we challenge in court,” Mr.
Funk says.

Another big hurdle is the widen-
ing skills deficit. At any given time,
Mr. Funk says, Express has as many
as 20,000 jobs the company can’t fill
because workers don’t have the
skills required. His advice to young
people who are looking for a solid
career is to get training in account-
ing (thanks to Dodd-Frank’s huge ex-
pansion of paperwork), information
technology, manufacturing-robotics
programming, welding and engineer-
ing. He’s mystified why Express has
so much trouble filling thousands of
information-technology jobs when
so many young, working-age adults
are computer literate.

He blames public schools and uni-
versities for the skills mismatch.
Young people looking for a finan-
cially secure future might want to
heed one of his favorite pieces of
cautionary advice: “If you’ve got a
college degree in psych, poly-sci or
sociology, sorry, I can’t help you
find a job.” He urges greater empha-
sis on vocational and practical skills
training in schools, universities and
junior colleges.

With so many ideas about how to
help get the country on track, Mr.
Funk might seem ripe to enter poli-
tics, but he already made one elec-
toral foray—he was a local school-
board member for 11 years—and
found it an exercise in pure frustra-
tion. Bringing his pay-for-perform-
ance values to the board, he spent
years futilely trying to get rid of bad
teachers and to reward “the 30%
that are really good.”

He says “teacher tenure is by far
the most corrupt social institution
in our time, because it doesn’t re-
ward excellence or weed out bad
teachers.” The teachers union had
operational control of the school
board, and Mr. Funk couldn’t get
them to budge. He says the union
celebrated when he left the board.

I f Bob Funk’s warnings about un-
employment and the jobs market
are accurate, then almost every-

thing Washington is doing to ad-
dress the problem is either beside
the point or counterproductive. And
the ObamaCare-driven march toward
the 30-hour workweek continues.
“Our franchises across the country
are seeing a definite demand for
more part time workers,” he says.

How will American companies
keep up with competitors in Asia,
where employees often work 50 and
60 hours a week? Mr. Funk predicts
that the temporary-employment in-
dustry could nearly double its share
of the U.S. workforce, to about 4%,
after ObamaCare fully takes effect.
That’s good for him, but awful for
America.

Mr. Moore is a member of the
Journal’s editorial board.
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Our City Did Pension Reform and Lived to Tell the Tale
Lexington, Ky.

I f there is any hopeful news for
Chicago, Detroit, Illinois and the
other places where public pension

funds are collectively underwater by
an estimated $1 trillion, it is this: A
body of pension-reform successes now
exists to light the way. Our reform in
Lexington has been described as a
national model, and there are lessons

for those hoping to
avoid the bankruptcy
fate of Stockton, Calif.,
and Central Falls, R.I.

Lexington normally
feels like a well-off
university city of
300,000. It’s a cultur-
ally rich urban island

surrounded by world-class thorough-
bred farms and infused with a tradi-
tion of progressive, nonpartisan gov-
ernance.

Yet by 2012 Lexington’s police and
fire pension obligations were wreak-
ing havoc on the city’s budget. Annual
payments had exploded from $10 mil-
lion in 2005 to a projected $48 mil-
lion for 2013. Despite an infusion of
$135 million from pension bonds be-
tween 2009 and 2012, the unfunded
liability reached $296 million or
$2,400 per household in 2012.

Today Lexington is being held up
by pension watchers as a model for
its sweeping reform. So how were we
able to cut our unfunded liability by
45%, (effective the moment Gov. Steve
Beshear signed the reform into law on
March 14), institute comprehensive
benefit changes, and still have a
whopping 76% of beneficiaries vote to
send the reform package to the state
legislature?

It started with an inventory of
now-familiar culprits that had led to
the trouble. The list included optimis-
tic investment-return assumptions, a
punishing market decline, benefit
sweeteners made without understand-
ing their long-term impact, and
chronic shortfalls in governmental
contributions.

Next came the realization that city
officials and employees were facing
“mutually assured destruction” if we
failed to act. The police and fire lead-
ership was concerned that the city

would try to wipe out cost-of-living
adjustments to pension payouts and
switch to a defined-contribution plan.
The city’s bonding capacity was ex-
hausted and we faced a threefold rise
in annual payments. Without an
agreement, the next step was either a
massive tax hike or gutting essential
services that had already been de-
pleted.

But how to get to an agreement?
Hire an independent expert who is

both a pension specialist and a
trained arbitrator. A third party who
is trusted by both sides can acknowl-
edge the emotional issues and yet fo-
cus attention on the levers that actu-
ally move the numbers.

To reach a workable agreement, it is
crucial to share the pain. Cost-of-living
adjustments, contribution rates and
other sacred cows must be on the
table. Lexington nearly doubled its his-
toric annual cash contribution and
committed itself—through state law—
to paying down the remaining liability.

Active police officers and firefight-
ers are now giving 1% more out of
their paycheck and new employees
are staying on the job five years
longer, putting in 25 years until they
can retire with vested benefits. Retir-

ees now have lower COLA rates that
are tiered based on income (though
they can rise after the health of the
fund is secured, based on a formula
focused on maintaining at least an
85% funding rate).

As the head of the local firefight-
ers union said after the deal was rati-
fied, “Today is not a day for joy, as
there is a lot of pain to go around.

But it is a day to be proud.”
Demanding a full solution, instead

of kicking the can down the road, is
another important lesson. Appealing
half-measures will be offered, as they
were to us. Listen to them and de-
cline. Only by holding out for long-
term, comprehensive solutions will
cities reduce their unfunded liabili-
ties, which in turn reduce annual pay-
ments to manageable levels.

The last lesson is that consensus is
possible. To get there, Lexington had
to commit to saving the defined-bene-
fit model of pension. This can work if
it’s structured in a way that is
sustainable, with affordable employer
and employee contributions, cost-of-
living increases and benefit formulas.

Although negotiations were tough,
often stretching into the night, the
parties were there to solve a problem
and not wage ideological war in which
any concession would be labeled a
betrayal. That’s why all sides kept
talking and were able to sell the final

plan to their constituency.
Can these lessons work elsewhere?

Every government is different, and
every ailing pension is sick in its own
way. Lexington’s pre-reform $296
million unfunded liability does not
compare with Detroit’s $3.5 billion or
Chicago’s $19.5 billion holes. But key
to our success was the commitment
to finding a permanent solution that
avoided mutually assured destruc-
tion.

With reform behind us, our city has
a renewed sense of possibility. Lexing-
ton has returned badly needed fund-
ing to social services, started to rein-
vest in a world-class city, and even
begun to hire police officers and fire-
fighters again. I join with the rest of
the country in hoping that Chicago,
Detroit and every other city facing
pension crises again find their paths
to prosperity.

Mr. Gray is the mayor of Lexing-
ton, Ky.

Why Your iPhone Upgrade Is Good for the Poor

T hank you for upgrading.
People around the world have

been lining up outside Apple
stores this week, eager to part with
their serviceable iPhone 5 smartphones
and upgrade to the shiny, new iPhone
5s.

In the recent past, millions of peo-
ple have already retired perfectly good
smartphones to make way for the Sam-
sung Galaxy S4, Nokia Lumia 920 and
any of the more than 400 models now
available in the U.S.

While some lament the consumer-
ism that drives us to buy more and
more, as a scientist who focuses on
issues of global health and poverty, I
have a different response: Thanks.

New phones with larger screens and
better cameras may not markedly im-
prove our lives, but the push for more
powerful devices—and manufacturers’
willingness to respond to demand—is
on track to improve the lives of millions
of people living in extreme poverty.

That’s because customers set on having
the latest, greatest smartphones are
driving a dramatic decrease in cost and
increase in functionality that will bene-
fit people whose total annual income is
often less than the cost of a single
phone.

The reason for this odd coupling
between affluent smartphone purchas-
ers and the poor is simple: The enor-
mous capabilities of smartphones are
being repurposed and redirected for
use in the developing world.

Seven years ago, when one-megapixel
cameras started appearing on phones, I
began working with a group of students
in my lab at the University of California
at Berkeley to see if those cameras
could capture images of human cells

similar to those captured on our
$150,000 research microscope.

By attaching a simple set of lenses
to a Nokia phone borrowed from my
sister, we were able to image blood
cells, malaria parasites and the bacte-
ria that cause tuberculosis.

Several years and prototypes later,
we and collaborators are testing a
mobile-phone-based device in Camer-
oon to screen for parasitic worm infec-
tions. We’re also testing a modified
mobile phone in Thailand to image the
back of the eye for retinal diseases,
and another in India to provide early
warning of oral cancer. Other research-
ers have created a cellphone stetho-
scope and a portable ultrasound sys-
tem. The list goes on.

Our laboratory microscope still has
more features than our smartphone
microscope, of course, just as hospital
medical equipment has more capabili-
ties than the smartphone-based devices
that duplicate some of their functions.
But with smartphones capable of pro-
viding basic primary-care services and

diagnostic work, and with expanding
wireless services that allow doctors to
interpret results and recommend treat-
ments remotely, many of the services
we enjoy at the doctor’s office will be
available in the field—anywhere in the
world.

Much of the tinkering that is turning
smartphones into possibly life-saving
devices is taking place on university
campuses, where technologically adept
students are responding to challenges
to find innovative ways to address
global problems. But the inventions
can come from anywhere. In between
games of Candy Crush, some smart-
phone user far from a college lab
could find yet another inspired way to
direct the ever-increasing power in our
pockets.

So thank you for upgrading. And
save me a spot in line.

Mr. Fletcher is a professor of bioen-
gineering and biophysics at the Blum
Center for Developing Economies at the
University of California, Berkeley.

By Daniel Fletcher

THE WEEKEND INTERVIEW with Bob Funk | By Stephen Moore

OPINION

The man who matches
companies with workers talks
about the skills gap, the harm
from ObamaCare, and the
incentive not to work. But
he’ll still find you a job.

Facing a crippling three-fold
rise in annual payments, we
negotiated ways to cut our
unfunded liability by 45%.

CROSS
COUNTRY
By Jim Gray

Smartphone cameras,
for example, are being
repurposed as microscopes.

Some companies have
stopped hiring more
than 49 full-time workers.
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Where the Jobs Are—and How to Get One
Oklahoma City

H ere’s something you don’t
often see in Washington:
a businessman trying to
repeal a law that helps
his company. That’s Bob

Funk’s latest mission in life. He’s the
president and founder of Express
Employment Services, the fifth-larg-
est employment agency in America,
with annual sales of $2.5 billion and
more than 600 franchises across the
country. This year he will place
nearly half a million workers in jobs.

“ObamaCare has been an absolute
boon for my business,” he says as
we sit in his new office headquar-
ters near downtown Oklahoma City.
“I’m making a lot of money thanks
to that law. We’re up 8% this year.
But it’s just terrible for the country.
I see that firsthand every day.”

Why is the health-care law good
for Express but bad for the country?
“Firms are just very reluctant to hire
full-time workers,” Mr. Funk says.
“So they are taking on more tempo-
rary help, which is what we do.”
ObamaCare imposes new mandates
and penalties on companies with
more than 50 full-time employees—
and even those working 30 hours a
week are considered full-time.

He quickly adds: “The problem
isn’t just ObamaCare, though. It’s
the entire regulatory assault on em-
ployers coming out of Washington—
everything from the EEOC”—the
Equal Employment Opportunity
Commission hits companies hard
when employees claim age, race or
sex discrimination—“to the Dodd-
Frank monstrosity. Employers are
living in a state of fear.”

Mr. Funk is worth listening to be-
cause few people are as intimately
connected to the U.S. job market.
Express acts as an employment ver-
sion of Match.com, linking busi-
nesses with job seekers. The jobs he
fills range from CFOs and trained
technicians to secretaries, retail
clerks and construction workers.
The pay for Express jobs typically
ranges from $13 to $40 an hour.

On Monday, the company will
release a report called “The Great
Shift” warning that the declining
labor-force participation rate has
put at risk Americans’ future quality
of life, especially for millennials
“who have quit looking for work.”
With millions of people giving up
job searches, the U.S. labor-partici-
pation rate is the lowest in 35 years.

Mr. Funk is happy to lay out many
of the report’s themes. Perhaps most
arresting is his assertion that “any-

one who really wants a job in this
country can have one.” With 20 mil-
lion Americans unemployed or
underemployed, how can that be?

To land and keep a job isn’t hard,
he says, but you have to meet three
conditions: “First you need integ-
rity; second, a strong work ethic;
and, third, you have to be able to
pass a drug test.” If an applicant can
meet those minimal qualifications,
he says, “I guarantee I can find
employers tomorrow who will hire
you.”

He thinks the notion of the “dead-
end job” is poisonous because it
shuts down all sense of possibility
and ambition. One of his lifelong
themes, Mr. Funk says, is that “a
job—any job—is by far the best so-
cial program in America and the lad-
der to success.”

As a near-lifelong Oklahoman,
now 73 years old, Mr. Funk wears a
cowboy hat and a cheerful disposi-
tion. He started his career training
to be a Methodist preacher, but he
jokes that he was so bad in the
pulpit that “after my sermons were
over it was like the great awaken-
ing.” So he turned to business in-
stead, and “now I’m helping workers
in this life rather than for eternity.”

In 1983 he took out a $150,000
loan to launch Express, and after a
brutal first few years—the oil reces-
sion crushed the Sooner State in the
mid-1980s and nearly put him out of
business—the company has multi-
plied many times in employment
and profitability.

The hundreds of thousands of
temporary workers he places in jobs
are Express employees. He pays
their salary, benefits, and payroll
taxes and the firms that hire the
workers reimburse Express for those
costs plus a commission. This fea-
ture of the temporary-worker indus-
try allows companies trying to fill
job openings to do so in a way that
sidesteps ObamaCare’s mandates.
After an on-the-job trial of several
months, companies often offer the
workers permanent positions.

“It’s a try it before you buy it
model,” Mr. Funk explains. The tem-
porary-employment business is
booming now because in the fragile
economy and, with ObamaCare on
the way, companies are skittish
about bringing on permanent hires.
Some businesses, to remain below
the 50-employee level, hire all their
additional workers beyond No. 49
through Express. He says other
CEOs are so fed up with the new
rules that they have asked Express
to take over the management of
their entire workforce.

Express is also a good indicator
of where the U.S. economy is grow-
ing and where it’s still struggling.
The top job growth is in cities like
Nashville, Dallas, Austin, Oklahoma
City and Indianapolis—cities without
forced union rules, and with a pro-
growth regulatory and tax climate.
He says Michigan and Wisconsin are
two states in the upper Midwest
that have “really improved their

business climate.” The slowest state
is still California: “They just raised
their minimum wage again—it’s just
a killer for new jobs.”

The primary jobs problem today,
Mr. Funk says, is that too many
workers are functionally unemploy-
able because of attitude, behavior or
lack of the most basic work skills.
One discouraging statistic is that
only about one of six workers who
comes to Express seeking employ-
ment makes the cut. He recites a
company statistic that about one in
four applicants can’t even pass a
drug test.

“In my 40-some years in this
business, the biggest change I’ve
witnessed is the erosion of the
American work ethic. It just isn’t
there today like it used to be,” Mr.
Funk says. Asked to define “work
ethic,” he replies that it’s fairly sim-
ple but vital on-the-job behavior,
such as showing up on time, being
conscientious and productive in ev-
ery task, showing a willingness to
get your hands dirty and at times
working extra hours. These attri-
butes are essential, he says, because
if low-level employees show a will-
ingness to work hard, “most employ-
ers will gladly train them with the
skills to fill higher-paying jobs.”

He fears that too many of the
young millennials who come
knocking on his door view a
paycheck as a kind of entitlement,
not something to be earned. He is
also concerned that the trendy
concept of “life-balancing” is put-

ting work second behind leisure.
“I guess I’m a little prejudiced to

the immigrants and especially His-
panics,” he says. “They have an
amazing work ethic. They don’t
want handouts and are grateful to
have a job. Our company has a great
success rate with these workers.”
This focus on work effort is seldom,
if ever, discussed by policy makers
or labor economists when they pon-
der what to do about unemploy-
ment. To most liberals, the very
topic is taboo and is disparaged as
blaming the economy’s victims.

When pressed to explain what
Washington can do to get Americans
back on the job, Mr. Funk says the
first step would be to start shrink-
ing the “vast social welfare state
programs that have become a sub-
stitute for work. There’s a prevalent
attitude of a lot of this generation
of workers that the government will
always be there to take care of
them. It’s hard to get people to take
entry-level jobs when they can get
unemployment benefits, health care,
food stamps and the rest.”

This week during the food-stamp
debate in Congress, Democrats voted
unanimously against work require-
ments and ridiculed Republicans
who suggested that the expansion of
food stamps to 47 million Americans
has discouraged working. The Demo-
crats are living in a fantasy world,
according to Mr. Funk. He points to
Congress’s decision in 2009 to in-
crease unemployment-insurance
benefits to 90 weeks or more as “a
policy that held a lot of people out
of the workforce until the checks
stopped coming. We saw that here
very clearly.”

The most abused government pro-
gram, he says, is disability insurance
and the 14 million Americans who
now collect these benefits. Express

has found that over half of the dis-
ability claims brought by its workers
have turned out to be fraudulent.
“We win 90% of the disability cases
that we challenge in court,” Mr.
Funk says.

Another big hurdle is the widen-
ing skills deficit. At any given time,
Mr. Funk says, Express has as many
as 20,000 jobs the company can’t fill
because workers don’t have the
skills required. His advice to young
people who are looking for a solid
career is to get training in account-
ing (thanks to Dodd-Frank’s huge ex-
pansion of paperwork), information
technology, manufacturing-robotics
programming, welding and engineer-
ing. He’s mystified why Express has
so much trouble filling thousands of
information-technology jobs when
so many young, working-age adults
are computer literate.

He blames public schools and uni-
versities for the skills mismatch.
Young people looking for a finan-
cially secure future might want to
heed one of his favorite pieces of
cautionary advice: “If you’ve got a
college degree in psych, poly-sci or
sociology, sorry, I can’t help you
find a job.” He urges greater empha-
sis on vocational and practical skills
training in schools, universities and
junior colleges.

With so many ideas about how to
help get the country on track, Mr.
Funk might seem ripe to enter poli-
tics, but he already made one elec-
toral foray—he was a local school-
board member for 11 years—and
found it an exercise in pure frustra-
tion. Bringing his pay-for-perform-
ance values to the board, he spent
years futilely trying to get rid of bad
teachers and to reward “the 30%
that are really good.”

He says “teacher tenure is by far
the most corrupt social institution
in our time, because it doesn’t re-
ward excellence or weed out bad
teachers.” The teachers union had
operational control of the school
board, and Mr. Funk couldn’t get
them to budge. He says the union
celebrated when he left the board.

I f Bob Funk’s warnings about un-
employment and the jobs market
are accurate, then almost every-

thing Washington is doing to ad-
dress the problem is either beside
the point or counterproductive. And
the ObamaCare-driven march toward
the 30-hour workweek continues.
“Our franchises across the country
are seeing a definite demand for
more part time workers,” he says.

How will American companies
keep up with competitors in Asia,
where employees often work 50 and
60 hours a week? Mr. Funk predicts
that the temporary-employment in-
dustry could nearly double its share
of the U.S. workforce, to about 4%,
after ObamaCare fully takes effect.
That’s good for him, but awful for
America.

Mr. Moore is a member of the
Journal’s editorial board.
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Our City Did Pension Reform and Lived to Tell the Tale
Lexington, Ky.

I f there is any hopeful news for
Chicago, Detroit, Illinois and the
other places where public pension

funds are collectively underwater by
an estimated $1 trillion, it is this: A
body of pension-reform successes now
exists to light the way. Our reform in
Lexington has been described as a
national model, and there are lessons

for those hoping to
avoid the bankruptcy
fate of Stockton, Calif.,
and Central Falls, R.I.

Lexington normally
feels like a well-off
university city of
300,000. It’s a cultur-
ally rich urban island

surrounded by world-class thorough-
bred farms and infused with a tradi-
tion of progressive, nonpartisan gov-
ernance.

Yet by 2012 Lexington’s police and
fire pension obligations were wreak-
ing havoc on the city’s budget. Annual
payments had exploded from $10 mil-
lion in 2005 to a projected $48 mil-
lion for 2013. Despite an infusion of
$135 million from pension bonds be-
tween 2009 and 2012, the unfunded
liability reached $296 million or
$2,400 per household in 2012.

Today Lexington is being held up
by pension watchers as a model for
its sweeping reform. So how were we
able to cut our unfunded liability by
45%, (effective the moment Gov. Steve
Beshear signed the reform into law on
March 14), institute comprehensive
benefit changes, and still have a
whopping 76% of beneficiaries vote to
send the reform package to the state
legislature?

It started with an inventory of
now-familiar culprits that had led to
the trouble. The list included optimis-
tic investment-return assumptions, a
punishing market decline, benefit
sweeteners made without understand-
ing their long-term impact, and
chronic shortfalls in governmental
contributions.

Next came the realization that city
officials and employees were facing
“mutually assured destruction” if we
failed to act. The police and fire lead-
ership was concerned that the city

would try to wipe out cost-of-living
adjustments to pension payouts and
switch to a defined-contribution plan.
The city’s bonding capacity was ex-
hausted and we faced a threefold rise
in annual payments. Without an
agreement, the next step was either a
massive tax hike or gutting essential
services that had already been de-
pleted.

But how to get to an agreement?
Hire an independent expert who is

both a pension specialist and a
trained arbitrator. A third party who
is trusted by both sides can acknowl-
edge the emotional issues and yet fo-
cus attention on the levers that actu-
ally move the numbers.

To reach a workable agreement, it is
crucial to share the pain. Cost-of-living
adjustments, contribution rates and
other sacred cows must be on the
table. Lexington nearly doubled its his-
toric annual cash contribution and
committed itself—through state law—
to paying down the remaining liability.

Active police officers and firefight-
ers are now giving 1% more out of
their paycheck and new employees
are staying on the job five years
longer, putting in 25 years until they
can retire with vested benefits. Retir-

ees now have lower COLA rates that
are tiered based on income (though
they can rise after the health of the
fund is secured, based on a formula
focused on maintaining at least an
85% funding rate).

As the head of the local firefight-
ers union said after the deal was rati-
fied, “Today is not a day for joy, as
there is a lot of pain to go around.

But it is a day to be proud.”
Demanding a full solution, instead

of kicking the can down the road, is
another important lesson. Appealing
half-measures will be offered, as they
were to us. Listen to them and de-
cline. Only by holding out for long-
term, comprehensive solutions will
cities reduce their unfunded liabili-
ties, which in turn reduce annual pay-
ments to manageable levels.

The last lesson is that consensus is
possible. To get there, Lexington had
to commit to saving the defined-bene-
fit model of pension. This can work if
it’s structured in a way that is
sustainable, with affordable employer
and employee contributions, cost-of-
living increases and benefit formulas.

Although negotiations were tough,
often stretching into the night, the
parties were there to solve a problem
and not wage ideological war in which
any concession would be labeled a
betrayal. That’s why all sides kept
talking and were able to sell the final

plan to their constituency.
Can these lessons work elsewhere?

Every government is different, and
every ailing pension is sick in its own
way. Lexington’s pre-reform $296
million unfunded liability does not
compare with Detroit’s $3.5 billion or
Chicago’s $19.5 billion holes. But key
to our success was the commitment
to finding a permanent solution that
avoided mutually assured destruc-
tion.

With reform behind us, our city has
a renewed sense of possibility. Lexing-
ton has returned badly needed fund-
ing to social services, started to rein-
vest in a world-class city, and even
begun to hire police officers and fire-
fighters again. I join with the rest of
the country in hoping that Chicago,
Detroit and every other city facing
pension crises again find their paths
to prosperity.

Mr. Gray is the mayor of Lexing-
ton, Ky.

Why Your iPhone Upgrade Is Good for the Poor

T hank you for upgrading.
People around the world have

been lining up outside Apple
stores this week, eager to part with
their serviceable iPhone 5 smartphones
and upgrade to the shiny, new iPhone
5s.

In the recent past, millions of peo-
ple have already retired perfectly good
smartphones to make way for the Sam-
sung Galaxy S4, Nokia Lumia 920 and
any of the more than 400 models now
available in the U.S.

While some lament the consumer-
ism that drives us to buy more and
more, as a scientist who focuses on
issues of global health and poverty, I
have a different response: Thanks.

New phones with larger screens and
better cameras may not markedly im-
prove our lives, but the push for more
powerful devices—and manufacturers’
willingness to respond to demand—is
on track to improve the lives of millions
of people living in extreme poverty.

That’s because customers set on having
the latest, greatest smartphones are
driving a dramatic decrease in cost and
increase in functionality that will bene-
fit people whose total annual income is
often less than the cost of a single
phone.

The reason for this odd coupling
between affluent smartphone purchas-
ers and the poor is simple: The enor-
mous capabilities of smartphones are
being repurposed and redirected for
use in the developing world.

Seven years ago, when one-megapixel
cameras started appearing on phones, I
began working with a group of students
in my lab at the University of California
at Berkeley to see if those cameras
could capture images of human cells

similar to those captured on our
$150,000 research microscope.

By attaching a simple set of lenses
to a Nokia phone borrowed from my
sister, we were able to image blood
cells, malaria parasites and the bacte-
ria that cause tuberculosis.

Several years and prototypes later,
we and collaborators are testing a
mobile-phone-based device in Camer-
oon to screen for parasitic worm infec-
tions. We’re also testing a modified
mobile phone in Thailand to image the
back of the eye for retinal diseases,
and another in India to provide early
warning of oral cancer. Other research-
ers have created a cellphone stetho-
scope and a portable ultrasound sys-
tem. The list goes on.

Our laboratory microscope still has
more features than our smartphone
microscope, of course, just as hospital
medical equipment has more capabili-
ties than the smartphone-based devices
that duplicate some of their functions.
But with smartphones capable of pro-
viding basic primary-care services and

diagnostic work, and with expanding
wireless services that allow doctors to
interpret results and recommend treat-
ments remotely, many of the services
we enjoy at the doctor’s office will be
available in the field—anywhere in the
world.

Much of the tinkering that is turning
smartphones into possibly life-saving
devices is taking place on university
campuses, where technologically adept
students are responding to challenges
to find innovative ways to address
global problems. But the inventions
can come from anywhere. In between
games of Candy Crush, some smart-
phone user far from a college lab
could find yet another inspired way to
direct the ever-increasing power in our
pockets.

So thank you for upgrading. And
save me a spot in line.

Mr. Fletcher is a professor of bioen-
gineering and biophysics at the Blum
Center for Developing Economies at the
University of California, Berkeley.

By Daniel Fletcher

THE WEEKEND INTERVIEW with Bob Funk | By Stephen Moore

OPINION

The man who matches
companies with workers talks
about the skills gap, the harm
from ObamaCare, and the
incentive not to work. But
he’ll still find you a job.

Facing a crippling three-fold
rise in annual payments, we
negotiated ways to cut our
unfunded liability by 45%.

CROSS
COUNTRY
By Jim Gray

Smartphone cameras,
for example, are being
repurposed as microscopes.

Some companies have
stopped hiring more
than 49 full-time workers.

CM Y K Composite

CompositeMAGENTA CYAN BLACK

P2JW264000-4-A01100-1--------XA CL,CN,CX,DL,DM,DX,EE,EU,FL,HO,KC,MW,NC,NE,NY,PH,PN,RM,SA,SC,SL,SW,TU,WB,WE
BG,BM,BP,CC,CH,CK,CP,CT,DN,DR,FW,HL,HW,KS,LA,LG,LK,MI,ML,NM,PA,PI,PV,TD,TS,UT,WO

P2JW264000-4-A01100-1--------XA

YELLOW

THEWALL STREET JOURNAL. * * * * Saturday/Sunday, September 21 - 22, 2013 | A11

Where the Jobs Are—and How to Get One
Oklahoma City

H ere’s something you don’t
often see in Washington:
a businessman trying to
repeal a law that helps
his company. That’s Bob

Funk’s latest mission in life. He’s the
president and founder of Express
Employment Services, the fifth-larg-
est employment agency in America,
with annual sales of $2.5 billion and
more than 600 franchises across the
country. This year he will place
nearly half a million workers in jobs.

“ObamaCare has been an absolute
boon for my business,” he says as
we sit in his new office headquar-
ters near downtown Oklahoma City.
“I’m making a lot of money thanks
to that law. We’re up 8% this year.
But it’s just terrible for the country.
I see that firsthand every day.”

Why is the health-care law good
for Express but bad for the country?
“Firms are just very reluctant to hire
full-time workers,” Mr. Funk says.
“So they are taking on more tempo-
rary help, which is what we do.”
ObamaCare imposes new mandates
and penalties on companies with
more than 50 full-time employees—
and even those working 30 hours a
week are considered full-time.

He quickly adds: “The problem
isn’t just ObamaCare, though. It’s
the entire regulatory assault on em-
ployers coming out of Washington—
everything from the EEOC”—the
Equal Employment Opportunity
Commission hits companies hard
when employees claim age, race or
sex discrimination—“to the Dodd-
Frank monstrosity. Employers are
living in a state of fear.”

Mr. Funk is worth listening to be-
cause few people are as intimately
connected to the U.S. job market.
Express acts as an employment ver-
sion of Match.com, linking busi-
nesses with job seekers. The jobs he
fills range from CFOs and trained
technicians to secretaries, retail
clerks and construction workers.
The pay for Express jobs typically
ranges from $13 to $40 an hour.

On Monday, the company will
release a report called “The Great
Shift” warning that the declining
labor-force participation rate has
put at risk Americans’ future quality
of life, especially for millennials
“who have quit looking for work.”
With millions of people giving up
job searches, the U.S. labor-partici-
pation rate is the lowest in 35 years.

Mr. Funk is happy to lay out many
of the report’s themes. Perhaps most
arresting is his assertion that “any-

one who really wants a job in this
country can have one.” With 20 mil-
lion Americans unemployed or
underemployed, how can that be?

To land and keep a job isn’t hard,
he says, but you have to meet three
conditions: “First you need integ-
rity; second, a strong work ethic;
and, third, you have to be able to
pass a drug test.” If an applicant can
meet those minimal qualifications,
he says, “I guarantee I can find
employers tomorrow who will hire
you.”

He thinks the notion of the “dead-
end job” is poisonous because it
shuts down all sense of possibility
and ambition. One of his lifelong
themes, Mr. Funk says, is that “a
job—any job—is by far the best so-
cial program in America and the lad-
der to success.”

As a near-lifelong Oklahoman,
now 73 years old, Mr. Funk wears a
cowboy hat and a cheerful disposi-
tion. He started his career training
to be a Methodist preacher, but he
jokes that he was so bad in the
pulpit that “after my sermons were
over it was like the great awaken-
ing.” So he turned to business in-
stead, and “now I’m helping workers
in this life rather than for eternity.”

In 1983 he took out a $150,000
loan to launch Express, and after a
brutal first few years—the oil reces-
sion crushed the Sooner State in the
mid-1980s and nearly put him out of
business—the company has multi-
plied many times in employment
and profitability.

The hundreds of thousands of
temporary workers he places in jobs
are Express employees. He pays
their salary, benefits, and payroll
taxes and the firms that hire the
workers reimburse Express for those
costs plus a commission. This fea-
ture of the temporary-worker indus-
try allows companies trying to fill
job openings to do so in a way that
sidesteps ObamaCare’s mandates.
After an on-the-job trial of several
months, companies often offer the
workers permanent positions.

“It’s a try it before you buy it
model,” Mr. Funk explains. The tem-
porary-employment business is
booming now because in the fragile
economy and, with ObamaCare on
the way, companies are skittish
about bringing on permanent hires.
Some businesses, to remain below
the 50-employee level, hire all their
additional workers beyond No. 49
through Express. He says other
CEOs are so fed up with the new
rules that they have asked Express
to take over the management of
their entire workforce.

Express is also a good indicator
of where the U.S. economy is grow-
ing and where it’s still struggling.
The top job growth is in cities like
Nashville, Dallas, Austin, Oklahoma
City and Indianapolis—cities without
forced union rules, and with a pro-
growth regulatory and tax climate.
He says Michigan and Wisconsin are
two states in the upper Midwest
that have “really improved their

business climate.” The slowest state
is still California: “They just raised
their minimum wage again—it’s just
a killer for new jobs.”

The primary jobs problem today,
Mr. Funk says, is that too many
workers are functionally unemploy-
able because of attitude, behavior or
lack of the most basic work skills.
One discouraging statistic is that
only about one of six workers who
comes to Express seeking employ-
ment makes the cut. He recites a
company statistic that about one in
four applicants can’t even pass a
drug test.

“In my 40-some years in this
business, the biggest change I’ve
witnessed is the erosion of the
American work ethic. It just isn’t
there today like it used to be,” Mr.
Funk says. Asked to define “work
ethic,” he replies that it’s fairly sim-
ple but vital on-the-job behavior,
such as showing up on time, being
conscientious and productive in ev-
ery task, showing a willingness to
get your hands dirty and at times
working extra hours. These attri-
butes are essential, he says, because
if low-level employees show a will-
ingness to work hard, “most employ-
ers will gladly train them with the
skills to fill higher-paying jobs.”

He fears that too many of the
young millennials who come
knocking on his door view a
paycheck as a kind of entitlement,
not something to be earned. He is
also concerned that the trendy
concept of “life-balancing” is put-

ting work second behind leisure.
“I guess I’m a little prejudiced to

the immigrants and especially His-
panics,” he says. “They have an
amazing work ethic. They don’t
want handouts and are grateful to
have a job. Our company has a great
success rate with these workers.”
This focus on work effort is seldom,
if ever, discussed by policy makers
or labor economists when they pon-
der what to do about unemploy-
ment. To most liberals, the very
topic is taboo and is disparaged as
blaming the economy’s victims.

When pressed to explain what
Washington can do to get Americans
back on the job, Mr. Funk says the
first step would be to start shrink-
ing the “vast social welfare state
programs that have become a sub-
stitute for work. There’s a prevalent
attitude of a lot of this generation
of workers that the government will
always be there to take care of
them. It’s hard to get people to take
entry-level jobs when they can get
unemployment benefits, health care,
food stamps and the rest.”

This week during the food-stamp
debate in Congress, Democrats voted
unanimously against work require-
ments and ridiculed Republicans
who suggested that the expansion of
food stamps to 47 million Americans
has discouraged working. The Demo-
crats are living in a fantasy world,
according to Mr. Funk. He points to
Congress’s decision in 2009 to in-
crease unemployment-insurance
benefits to 90 weeks or more as “a
policy that held a lot of people out
of the workforce until the checks
stopped coming. We saw that here
very clearly.”

The most abused government pro-
gram, he says, is disability insurance
and the 14 million Americans who
now collect these benefits. Express

has found that over half of the dis-
ability claims brought by its workers
have turned out to be fraudulent.
“We win 90% of the disability cases
that we challenge in court,” Mr.
Funk says.

Another big hurdle is the widen-
ing skills deficit. At any given time,
Mr. Funk says, Express has as many
as 20,000 jobs the company can’t fill
because workers don’t have the
skills required. His advice to young
people who are looking for a solid
career is to get training in account-
ing (thanks to Dodd-Frank’s huge ex-
pansion of paperwork), information
technology, manufacturing-robotics
programming, welding and engineer-
ing. He’s mystified why Express has
so much trouble filling thousands of
information-technology jobs when
so many young, working-age adults
are computer literate.

He blames public schools and uni-
versities for the skills mismatch.
Young people looking for a finan-
cially secure future might want to
heed one of his favorite pieces of
cautionary advice: “If you’ve got a
college degree in psych, poly-sci or
sociology, sorry, I can’t help you
find a job.” He urges greater empha-
sis on vocational and practical skills
training in schools, universities and
junior colleges.

With so many ideas about how to
help get the country on track, Mr.
Funk might seem ripe to enter poli-
tics, but he already made one elec-
toral foray—he was a local school-
board member for 11 years—and
found it an exercise in pure frustra-
tion. Bringing his pay-for-perform-
ance values to the board, he spent
years futilely trying to get rid of bad
teachers and to reward “the 30%
that are really good.”

He says “teacher tenure is by far
the most corrupt social institution
in our time, because it doesn’t re-
ward excellence or weed out bad
teachers.” The teachers union had
operational control of the school
board, and Mr. Funk couldn’t get
them to budge. He says the union
celebrated when he left the board.

I f Bob Funk’s warnings about un-
employment and the jobs market
are accurate, then almost every-

thing Washington is doing to ad-
dress the problem is either beside
the point or counterproductive. And
the ObamaCare-driven march toward
the 30-hour workweek continues.
“Our franchises across the country
are seeing a definite demand for
more part time workers,” he says.

How will American companies
keep up with competitors in Asia,
where employees often work 50 and
60 hours a week? Mr. Funk predicts
that the temporary-employment in-
dustry could nearly double its share
of the U.S. workforce, to about 4%,
after ObamaCare fully takes effect.
That’s good for him, but awful for
America.

Mr. Moore is a member of the
Journal’s editorial board.
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Our City Did Pension Reform and Lived to Tell the Tale
Lexington, Ky.

I f there is any hopeful news for
Chicago, Detroit, Illinois and the
other places where public pension

funds are collectively underwater by
an estimated $1 trillion, it is this: A
body of pension-reform successes now
exists to light the way. Our reform in
Lexington has been described as a
national model, and there are lessons

for those hoping to
avoid the bankruptcy
fate of Stockton, Calif.,
and Central Falls, R.I.

Lexington normally
feels like a well-off
university city of
300,000. It’s a cultur-
ally rich urban island

surrounded by world-class thorough-
bred farms and infused with a tradi-
tion of progressive, nonpartisan gov-
ernance.

Yet by 2012 Lexington’s police and
fire pension obligations were wreak-
ing havoc on the city’s budget. Annual
payments had exploded from $10 mil-
lion in 2005 to a projected $48 mil-
lion for 2013. Despite an infusion of
$135 million from pension bonds be-
tween 2009 and 2012, the unfunded
liability reached $296 million or
$2,400 per household in 2012.

Today Lexington is being held up
by pension watchers as a model for
its sweeping reform. So how were we
able to cut our unfunded liability by
45%, (effective the moment Gov. Steve
Beshear signed the reform into law on
March 14), institute comprehensive
benefit changes, and still have a
whopping 76% of beneficiaries vote to
send the reform package to the state
legislature?

It started with an inventory of
now-familiar culprits that had led to
the trouble. The list included optimis-
tic investment-return assumptions, a
punishing market decline, benefit
sweeteners made without understand-
ing their long-term impact, and
chronic shortfalls in governmental
contributions.

Next came the realization that city
officials and employees were facing
“mutually assured destruction” if we
failed to act. The police and fire lead-
ership was concerned that the city

would try to wipe out cost-of-living
adjustments to pension payouts and
switch to a defined-contribution plan.
The city’s bonding capacity was ex-
hausted and we faced a threefold rise
in annual payments. Without an
agreement, the next step was either a
massive tax hike or gutting essential
services that had already been de-
pleted.

But how to get to an agreement?
Hire an independent expert who is

both a pension specialist and a
trained arbitrator. A third party who
is trusted by both sides can acknowl-
edge the emotional issues and yet fo-
cus attention on the levers that actu-
ally move the numbers.

To reach a workable agreement, it is
crucial to share the pain. Cost-of-living
adjustments, contribution rates and
other sacred cows must be on the
table. Lexington nearly doubled its his-
toric annual cash contribution and
committed itself—through state law—
to paying down the remaining liability.

Active police officers and firefight-
ers are now giving 1% more out of
their paycheck and new employees
are staying on the job five years
longer, putting in 25 years until they
can retire with vested benefits. Retir-

ees now have lower COLA rates that
are tiered based on income (though
they can rise after the health of the
fund is secured, based on a formula
focused on maintaining at least an
85% funding rate).

As the head of the local firefight-
ers union said after the deal was rati-
fied, “Today is not a day for joy, as
there is a lot of pain to go around.

But it is a day to be proud.”
Demanding a full solution, instead

of kicking the can down the road, is
another important lesson. Appealing
half-measures will be offered, as they
were to us. Listen to them and de-
cline. Only by holding out for long-
term, comprehensive solutions will
cities reduce their unfunded liabili-
ties, which in turn reduce annual pay-
ments to manageable levels.

The last lesson is that consensus is
possible. To get there, Lexington had
to commit to saving the defined-bene-
fit model of pension. This can work if
it’s structured in a way that is
sustainable, with affordable employer
and employee contributions, cost-of-
living increases and benefit formulas.

Although negotiations were tough,
often stretching into the night, the
parties were there to solve a problem
and not wage ideological war in which
any concession would be labeled a
betrayal. That’s why all sides kept
talking and were able to sell the final

plan to their constituency.
Can these lessons work elsewhere?

Every government is different, and
every ailing pension is sick in its own
way. Lexington’s pre-reform $296
million unfunded liability does not
compare with Detroit’s $3.5 billion or
Chicago’s $19.5 billion holes. But key
to our success was the commitment
to finding a permanent solution that
avoided mutually assured destruc-
tion.

With reform behind us, our city has
a renewed sense of possibility. Lexing-
ton has returned badly needed fund-
ing to social services, started to rein-
vest in a world-class city, and even
begun to hire police officers and fire-
fighters again. I join with the rest of
the country in hoping that Chicago,
Detroit and every other city facing
pension crises again find their paths
to prosperity.

Mr. Gray is the mayor of Lexing-
ton, Ky.

Why Your iPhone Upgrade Is Good for the Poor

T hank you for upgrading.
People around the world have

been lining up outside Apple
stores this week, eager to part with
their serviceable iPhone 5 smartphones
and upgrade to the shiny, new iPhone
5s.

In the recent past, millions of peo-
ple have already retired perfectly good
smartphones to make way for the Sam-
sung Galaxy S4, Nokia Lumia 920 and
any of the more than 400 models now
available in the U.S.

While some lament the consumer-
ism that drives us to buy more and
more, as a scientist who focuses on
issues of global health and poverty, I
have a different response: Thanks.

New phones with larger screens and
better cameras may not markedly im-
prove our lives, but the push for more
powerful devices—and manufacturers’
willingness to respond to demand—is
on track to improve the lives of millions
of people living in extreme poverty.

That’s because customers set on having
the latest, greatest smartphones are
driving a dramatic decrease in cost and
increase in functionality that will bene-
fit people whose total annual income is
often less than the cost of a single
phone.

The reason for this odd coupling
between affluent smartphone purchas-
ers and the poor is simple: The enor-
mous capabilities of smartphones are
being repurposed and redirected for
use in the developing world.

Seven years ago, when one-megapixel
cameras started appearing on phones, I
began working with a group of students
in my lab at the University of California
at Berkeley to see if those cameras
could capture images of human cells

similar to those captured on our
$150,000 research microscope.

By attaching a simple set of lenses
to a Nokia phone borrowed from my
sister, we were able to image blood
cells, malaria parasites and the bacte-
ria that cause tuberculosis.

Several years and prototypes later,
we and collaborators are testing a
mobile-phone-based device in Camer-
oon to screen for parasitic worm infec-
tions. We’re also testing a modified
mobile phone in Thailand to image the
back of the eye for retinal diseases,
and another in India to provide early
warning of oral cancer. Other research-
ers have created a cellphone stetho-
scope and a portable ultrasound sys-
tem. The list goes on.

Our laboratory microscope still has
more features than our smartphone
microscope, of course, just as hospital
medical equipment has more capabili-
ties than the smartphone-based devices
that duplicate some of their functions.
But with smartphones capable of pro-
viding basic primary-care services and

diagnostic work, and with expanding
wireless services that allow doctors to
interpret results and recommend treat-
ments remotely, many of the services
we enjoy at the doctor’s office will be
available in the field—anywhere in the
world.

Much of the tinkering that is turning
smartphones into possibly life-saving
devices is taking place on university
campuses, where technologically adept
students are responding to challenges
to find innovative ways to address
global problems. But the inventions
can come from anywhere. In between
games of Candy Crush, some smart-
phone user far from a college lab
could find yet another inspired way to
direct the ever-increasing power in our
pockets.

So thank you for upgrading. And
save me a spot in line.

Mr. Fletcher is a professor of bioen-
gineering and biophysics at the Blum
Center for Developing Economies at the
University of California, Berkeley.

By Daniel Fletcher

THE WEEKEND INTERVIEW with Bob Funk | By Stephen Moore

OPINION

The man who matches
companies with workers talks
about the skills gap, the harm
from ObamaCare, and the
incentive not to work. But
he’ll still find you a job.

Facing a crippling three-fold
rise in annual payments, we
negotiated ways to cut our
unfunded liability by 45%.

CROSS
COUNTRY
By Jim Gray

Smartphone cameras,
for example, are being
repurposed as microscopes.

Some companies have
stopped hiring more
than 49 full-time workers.
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companies trying to fill job open-
ings to do so in a way that side-
steps ObamaCare’s mandates. Af-
ter an on-the-job trial of several 
months, companies often offer the 
workers permanent positions.
 “It’s a try it before you buy it 
model,” Mr. Funk explains. The 
temporary-employment business 
is booming now because in the 
fragile economy and, with Obam-
aCare on the way, companies are 
skittish about bringing on per-
manent hires. Some businesses, 
to remain below the 50-employee 
level, hire all their additional 
workers beyond No. 49 through 
Express. He says other CEOs are 
so fed up with the new rules that 
they have asked Express to take 
over the management of their en-
tire workforce.
 Express is also a good indica-
tor of where the U.S. economy is 
growing and where it’s still strug-
gling. The top job growth is in cit-
ies like Nashville, Dallas, Austin, 
Oklahoma City and Indianapo-
lis—cities without forced union 
rules, and with a progrowth regu-
latory and tax climate. He says 
Michigan and Wisconsin are two 
states in the upper Midwest that 
have “really improved their busi-
ness climate.” The slowest state is 
still California: “They just raised 
their minimum wage again—it’s 
just a killer for new jobs.”
 The primary jobs problem 
today, Mr. Funk says, is that too 
many workers are functionally 
unemployable because of atti-
tude, behavior or lack of the most 
basic work skills. One discourag-
ing statistic is that only about one 
of six workers who comes to Ex-
press seeking employment makes 
the cut. He recites a company sta-
tistic that about one in four appli-
cants can’t even pass a drug test.

 “In my 40-some years in this 
business, the biggest change I’ve 
witnessed is the erosion of the 
American work ethic. It just isn’t 
there today like it used to be,” 
Mr. Funk says. Asked to define 
“work ethic,” he replies that it’s 
fairly simple but vital on-the-job 
behavior, such as showing up on 
time, being conscientious and 
productive in every task, showing 
a willingness to get your hands 
dirty and at times working extra 
hours. These attributes are essen-
tial, he says, because if low-level 
employees show a willingness to 
work hard, “most employers will 
gladly train them with the skills 
to fill higher-paying jobs.”
 He fears that too many of 
the young millennials who come 
knocking on his door view a pay-
check as a kind of entitlement, 
not something to be earned. He 
is also concerned that the trendy 
concept of “life-balancing” is put-
ting work second behind leisure.
 “I guess I’m a little prejudiced 
to the immigrants and especially 
Hispanics,” he says. “They have 
an amazing work ethic. They 
don’t want handouts and are 
grateful to have a job. Our com-
pany has a great success rate 
with these workers.” This focus 
on work effort is seldom, if ever, 
discussed by policy makers or la-
bor economists when they ponder 
what to do about unemployment. 
To most liberals, the very topic is 
taboo and is disparaged as blam-
ing the economy’s victims.
 When pressed to explain what 
Washington can do to get Ameri-
cans back on the job, Mr. Funk 
says the first step would be to start 
shrinking the “vast social welfare 
state programs that have become 
a substitute for work. There’s a 
prevalent attitude of a lot of this 
generation of workers that the 
government will always be there 
to take care of them. It’s hard to 
get people to take entry-level jobs 
when they can get unemployment 
benefits, health care, food stamps 

and the rest.”
 This week during the food-
stamp debate in Congress, Demo-
crats voted unanimously against 
work requirements and ridiculed 
Republicans who suggested that 
the expansion of food stamps to 
47 million Americans has discour-
aged working. The Democrats 
are living in a fantasy world, ac-
cording to Mr. Funk. He points to 
Congress’s decision in 2009 to in-
crease unemployment-insurance 
benefits to 90 weeks or more as “a 
policy that held a lot of people out 
of the workforce until the checks 
stopped coming. We saw that here 
very clearly.”
 The most abused government 
program, he says, is disabil-
ity insurance and the 14 million 
Americans who now collect these 
benefits. Express has found that 
over half of the disability claims 
brought by its workers have 
turned out to be fraudulent. “We 
win 90% of the disability cases 
that we challenge in court,” Mr. 
Funk says.
 Another big hurdle is the wid-
ening skills deficit. At any given 
time, Mr. Funk says, Express has 
as many as 20,000 jobs the com-
pany can’t fill because workers 
don’t have the skills required. His 
advice to young people who are 
looking for a solid career is to get 
training in accounting (thanks 
to Dodd-Frank’s huge expansion 
of paperwork), information tech-
nology, manufacturing-robotics 
programming, welding and engi-
neering. He’s mystified why Ex-
press has so much trouble filling 
thousands of information-technol-
ogy jobs when so many young, 
working-age adults are computer 
literate.
 He blames public schools and 
universities for the skills mis-
match. Young people looking for 
a financially secure future might 
want to heed one of his favorite 
pieces of cautionary advice: “If 
you’ve got a college degree in 
psych, poly-sci or sociology, sor-

ry, I can’t help you find a job.” He 
urges greater emphasis on voca-
tional and practical skills training 
in schools, universities and junior 
colleges.
 With so many ideas about how 
to help get the country on track, 
Mr. Funk might seem ripe to en-
ter politics, but he already made 
one electoral foray—he was a lo-
cal schoolboard member for 11 
years—and found it an exercise 
in pure frustration. Bringing his 
pay-for-performance values to the 
board, he spent years futilely try-
ing to get rid of bad teachers and 
to reward “the 30% that are really 
good.”
 He says “teacher tenure is 
by far the most corrupt social in-
stitution in our time, because it 
doesn’t reward excellence or weed 
out bad teachers.” The teachers 
union had operational control of 
the school board, and Mr. Funk 
couldn’t get them to budge. He 
says the union celebrated when 
he left the board.

f Bob Funk’s warnings about 
unemployment and the jobs 
market are accurate, then 

almost everything Washington is 
doing to address the problem is 
either beside the point or counter-
productive. And the ObamaCare-
driven march toward the 30-hour 
workweek continues. “Our fran-
chises across the country are see-
ing a definite demand for more 
part time workers,” he says.
 How will American compa-
nies keep up with competitors 
in Asia, where employees often 
work 50 and 60 hours a week? 
Mr. Funk predicts that the tempo-
rary-employment industry could 
nearly double its share of the 
U.S. workforce, to about 4%, af-
ter ObamaCare fully takes effect. 
That’s good for him, but awful for 
America.

 Mr. Moore is a member of the 
Journal’s editorial board.
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Where the Jobs Are—and How to Get One
Oklahoma City

H ere’s something you don’t
often see in Washington:
a businessman trying to
repeal a law that helps
his company. That’s Bob

Funk’s latest mission in life. He’s the
president and founder of Express
Employment Services, the fifth-larg-
est employment agency in America,
with annual sales of $2.5 billion and
more than 600 franchises across the
country. This year he will place
nearly half a million workers in jobs.

“ObamaCare has been an absolute
boon for my business,” he says as
we sit in his new office headquar-
ters near downtown Oklahoma City.
“I’m making a lot of money thanks
to that law. We’re up 8% this year.
But it’s just terrible for the country.
I see that firsthand every day.”

Why is the health-care law good
for Express but bad for the country?
“Firms are just very reluctant to hire
full-time workers,” Mr. Funk says.
“So they are taking on more tempo-
rary help, which is what we do.”
ObamaCare imposes new mandates
and penalties on companies with
more than 50 full-time employees—
and even those working 30 hours a
week are considered full-time.

He quickly adds: “The problem
isn’t just ObamaCare, though. It’s
the entire regulatory assault on em-
ployers coming out of Washington—
everything from the EEOC”—the
Equal Employment Opportunity
Commission hits companies hard
when employees claim age, race or
sex discrimination—“to the Dodd-
Frank monstrosity. Employers are
living in a state of fear.”

Mr. Funk is worth listening to be-
cause few people are as intimately
connected to the U.S. job market.
Express acts as an employment ver-
sion of Match.com, linking busi-
nesses with job seekers. The jobs he
fills range from CFOs and trained
technicians to secretaries, retail
clerks and construction workers.
The pay for Express jobs typically
ranges from $13 to $40 an hour.

On Monday, the company will
release a report called “The Great
Shift” warning that the declining
labor-force participation rate has
put at risk Americans’ future quality
of life, especially for millennials
“who have quit looking for work.”
With millions of people giving up
job searches, the U.S. labor-partici-
pation rate is the lowest in 35 years.

Mr. Funk is happy to lay out many
of the report’s themes. Perhaps most
arresting is his assertion that “any-

one who really wants a job in this
country can have one.” With 20 mil-
lion Americans unemployed or
underemployed, how can that be?

To land and keep a job isn’t hard,
he says, but you have to meet three
conditions: “First you need integ-
rity; second, a strong work ethic;
and, third, you have to be able to
pass a drug test.” If an applicant can
meet those minimal qualifications,
he says, “I guarantee I can find
employers tomorrow who will hire
you.”

He thinks the notion of the “dead-
end job” is poisonous because it
shuts down all sense of possibility
and ambition. One of his lifelong
themes, Mr. Funk says, is that “a
job—any job—is by far the best so-
cial program in America and the lad-
der to success.”

As a near-lifelong Oklahoman,
now 73 years old, Mr. Funk wears a
cowboy hat and a cheerful disposi-
tion. He started his career training
to be a Methodist preacher, but he
jokes that he was so bad in the
pulpit that “after my sermons were
over it was like the great awaken-
ing.” So he turned to business in-
stead, and “now I’m helping workers
in this life rather than for eternity.”

In 1983 he took out a $150,000
loan to launch Express, and after a
brutal first few years—the oil reces-
sion crushed the Sooner State in the
mid-1980s and nearly put him out of
business—the company has multi-
plied many times in employment
and profitability.

The hundreds of thousands of
temporary workers he places in jobs
are Express employees. He pays
their salary, benefits, and payroll
taxes and the firms that hire the
workers reimburse Express for those
costs plus a commission. This fea-
ture of the temporary-worker indus-
try allows companies trying to fill
job openings to do so in a way that
sidesteps ObamaCare’s mandates.
After an on-the-job trial of several
months, companies often offer the
workers permanent positions.

“It’s a try it before you buy it
model,” Mr. Funk explains. The tem-
porary-employment business is
booming now because in the fragile
economy and, with ObamaCare on
the way, companies are skittish
about bringing on permanent hires.
Some businesses, to remain below
the 50-employee level, hire all their
additional workers beyond No. 49
through Express. He says other
CEOs are so fed up with the new
rules that they have asked Express
to take over the management of
their entire workforce.

Express is also a good indicator
of where the U.S. economy is grow-
ing and where it’s still struggling.
The top job growth is in cities like
Nashville, Dallas, Austin, Oklahoma
City and Indianapolis—cities without
forced union rules, and with a pro-
growth regulatory and tax climate.
He says Michigan and Wisconsin are
two states in the upper Midwest
that have “really improved their

business climate.” The slowest state
is still California: “They just raised
their minimum wage again—it’s just
a killer for new jobs.”

The primary jobs problem today,
Mr. Funk says, is that too many
workers are functionally unemploy-
able because of attitude, behavior or
lack of the most basic work skills.
One discouraging statistic is that
only about one of six workers who
comes to Express seeking employ-
ment makes the cut. He recites a
company statistic that about one in
four applicants can’t even pass a
drug test.

“In my 40-some years in this
business, the biggest change I’ve
witnessed is the erosion of the
American work ethic. It just isn’t
there today like it used to be,” Mr.
Funk says. Asked to define “work
ethic,” he replies that it’s fairly sim-
ple but vital on-the-job behavior,
such as showing up on time, being
conscientious and productive in ev-
ery task, showing a willingness to
get your hands dirty and at times
working extra hours. These attri-
butes are essential, he says, because
if low-level employees show a will-
ingness to work hard, “most employ-
ers will gladly train them with the
skills to fill higher-paying jobs.”

He fears that too many of the
young millennials who come
knocking on his door view a
paycheck as a kind of entitlement,
not something to be earned. He is
also concerned that the trendy
concept of “life-balancing” is put-

ting work second behind leisure.
“I guess I’m a little prejudiced to

the immigrants and especially His-
panics,” he says. “They have an
amazing work ethic. They don’t
want handouts and are grateful to
have a job. Our company has a great
success rate with these workers.”
This focus on work effort is seldom,
if ever, discussed by policy makers
or labor economists when they pon-
der what to do about unemploy-
ment. To most liberals, the very
topic is taboo and is disparaged as
blaming the economy’s victims.

When pressed to explain what
Washington can do to get Americans
back on the job, Mr. Funk says the
first step would be to start shrink-
ing the “vast social welfare state
programs that have become a sub-
stitute for work. There’s a prevalent
attitude of a lot of this generation
of workers that the government will
always be there to take care of
them. It’s hard to get people to take
entry-level jobs when they can get
unemployment benefits, health care,
food stamps and the rest.”

This week during the food-stamp
debate in Congress, Democrats voted
unanimously against work require-
ments and ridiculed Republicans
who suggested that the expansion of
food stamps to 47 million Americans
has discouraged working. The Demo-
crats are living in a fantasy world,
according to Mr. Funk. He points to
Congress’s decision in 2009 to in-
crease unemployment-insurance
benefits to 90 weeks or more as “a
policy that held a lot of people out
of the workforce until the checks
stopped coming. We saw that here
very clearly.”

The most abused government pro-
gram, he says, is disability insurance
and the 14 million Americans who
now collect these benefits. Express

has found that over half of the dis-
ability claims brought by its workers
have turned out to be fraudulent.
“We win 90% of the disability cases
that we challenge in court,” Mr.
Funk says.

Another big hurdle is the widen-
ing skills deficit. At any given time,
Mr. Funk says, Express has as many
as 20,000 jobs the company can’t fill
because workers don’t have the
skills required. His advice to young
people who are looking for a solid
career is to get training in account-
ing (thanks to Dodd-Frank’s huge ex-
pansion of paperwork), information
technology, manufacturing-robotics
programming, welding and engineer-
ing. He’s mystified why Express has
so much trouble filling thousands of
information-technology jobs when
so many young, working-age adults
are computer literate.

He blames public schools and uni-
versities for the skills mismatch.
Young people looking for a finan-
cially secure future might want to
heed one of his favorite pieces of
cautionary advice: “If you’ve got a
college degree in psych, poly-sci or
sociology, sorry, I can’t help you
find a job.” He urges greater empha-
sis on vocational and practical skills
training in schools, universities and
junior colleges.

With so many ideas about how to
help get the country on track, Mr.
Funk might seem ripe to enter poli-
tics, but he already made one elec-
toral foray—he was a local school-
board member for 11 years—and
found it an exercise in pure frustra-
tion. Bringing his pay-for-perform-
ance values to the board, he spent
years futilely trying to get rid of bad
teachers and to reward “the 30%
that are really good.”

He says “teacher tenure is by far
the most corrupt social institution
in our time, because it doesn’t re-
ward excellence or weed out bad
teachers.” The teachers union had
operational control of the school
board, and Mr. Funk couldn’t get
them to budge. He says the union
celebrated when he left the board.

I f Bob Funk’s warnings about un-
employment and the jobs market
are accurate, then almost every-

thing Washington is doing to ad-
dress the problem is either beside
the point or counterproductive. And
the ObamaCare-driven march toward
the 30-hour workweek continues.
“Our franchises across the country
are seeing a definite demand for
more part time workers,” he says.

How will American companies
keep up with competitors in Asia,
where employees often work 50 and
60 hours a week? Mr. Funk predicts
that the temporary-employment in-
dustry could nearly double its share
of the U.S. workforce, to about 4%,
after ObamaCare fully takes effect.
That’s good for him, but awful for
America.

Mr. Moore is a member of the
Journal’s editorial board.
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Our City Did Pension Reform and Lived to Tell the Tale
Lexington, Ky.

I f there is any hopeful news for
Chicago, Detroit, Illinois and the
other places where public pension

funds are collectively underwater by
an estimated $1 trillion, it is this: A
body of pension-reform successes now
exists to light the way. Our reform in
Lexington has been described as a
national model, and there are lessons

for those hoping to
avoid the bankruptcy
fate of Stockton, Calif.,
and Central Falls, R.I.

Lexington normally
feels like a well-off
university city of
300,000. It’s a cultur-
ally rich urban island

surrounded by world-class thorough-
bred farms and infused with a tradi-
tion of progressive, nonpartisan gov-
ernance.

Yet by 2012 Lexington’s police and
fire pension obligations were wreak-
ing havoc on the city’s budget. Annual
payments had exploded from $10 mil-
lion in 2005 to a projected $48 mil-
lion for 2013. Despite an infusion of
$135 million from pension bonds be-
tween 2009 and 2012, the unfunded
liability reached $296 million or
$2,400 per household in 2012.

Today Lexington is being held up
by pension watchers as a model for
its sweeping reform. So how were we
able to cut our unfunded liability by
45%, (effective the moment Gov. Steve
Beshear signed the reform into law on
March 14), institute comprehensive
benefit changes, and still have a
whopping 76% of beneficiaries vote to
send the reform package to the state
legislature?

It started with an inventory of
now-familiar culprits that had led to
the trouble. The list included optimis-
tic investment-return assumptions, a
punishing market decline, benefit
sweeteners made without understand-
ing their long-term impact, and
chronic shortfalls in governmental
contributions.

Next came the realization that city
officials and employees were facing
“mutually assured destruction” if we
failed to act. The police and fire lead-
ership was concerned that the city

would try to wipe out cost-of-living
adjustments to pension payouts and
switch to a defined-contribution plan.
The city’s bonding capacity was ex-
hausted and we faced a threefold rise
in annual payments. Without an
agreement, the next step was either a
massive tax hike or gutting essential
services that had already been de-
pleted.

But how to get to an agreement?
Hire an independent expert who is

both a pension specialist and a
trained arbitrator. A third party who
is trusted by both sides can acknowl-
edge the emotional issues and yet fo-
cus attention on the levers that actu-
ally move the numbers.

To reach a workable agreement, it is
crucial to share the pain. Cost-of-living
adjustments, contribution rates and
other sacred cows must be on the
table. Lexington nearly doubled its his-
toric annual cash contribution and
committed itself—through state law—
to paying down the remaining liability.

Active police officers and firefight-
ers are now giving 1% more out of
their paycheck and new employees
are staying on the job five years
longer, putting in 25 years until they
can retire with vested benefits. Retir-

ees now have lower COLA rates that
are tiered based on income (though
they can rise after the health of the
fund is secured, based on a formula
focused on maintaining at least an
85% funding rate).

As the head of the local firefight-
ers union said after the deal was rati-
fied, “Today is not a day for joy, as
there is a lot of pain to go around.

But it is a day to be proud.”
Demanding a full solution, instead

of kicking the can down the road, is
another important lesson. Appealing
half-measures will be offered, as they
were to us. Listen to them and de-
cline. Only by holding out for long-
term, comprehensive solutions will
cities reduce their unfunded liabili-
ties, which in turn reduce annual pay-
ments to manageable levels.

The last lesson is that consensus is
possible. To get there, Lexington had
to commit to saving the defined-bene-
fit model of pension. This can work if
it’s structured in a way that is
sustainable, with affordable employer
and employee contributions, cost-of-
living increases and benefit formulas.

Although negotiations were tough,
often stretching into the night, the
parties were there to solve a problem
and not wage ideological war in which
any concession would be labeled a
betrayal. That’s why all sides kept
talking and were able to sell the final

plan to their constituency.
Can these lessons work elsewhere?

Every government is different, and
every ailing pension is sick in its own
way. Lexington’s pre-reform $296
million unfunded liability does not
compare with Detroit’s $3.5 billion or
Chicago’s $19.5 billion holes. But key
to our success was the commitment
to finding a permanent solution that
avoided mutually assured destruc-
tion.

With reform behind us, our city has
a renewed sense of possibility. Lexing-
ton has returned badly needed fund-
ing to social services, started to rein-
vest in a world-class city, and even
begun to hire police officers and fire-
fighters again. I join with the rest of
the country in hoping that Chicago,
Detroit and every other city facing
pension crises again find their paths
to prosperity.

Mr. Gray is the mayor of Lexing-
ton, Ky.

Why Your iPhone Upgrade Is Good for the Poor

T hank you for upgrading.
People around the world have

been lining up outside Apple
stores this week, eager to part with
their serviceable iPhone 5 smartphones
and upgrade to the shiny, new iPhone
5s.

In the recent past, millions of peo-
ple have already retired perfectly good
smartphones to make way for the Sam-
sung Galaxy S4, Nokia Lumia 920 and
any of the more than 400 models now
available in the U.S.

While some lament the consumer-
ism that drives us to buy more and
more, as a scientist who focuses on
issues of global health and poverty, I
have a different response: Thanks.

New phones with larger screens and
better cameras may not markedly im-
prove our lives, but the push for more
powerful devices—and manufacturers’
willingness to respond to demand—is
on track to improve the lives of millions
of people living in extreme poverty.

That’s because customers set on having
the latest, greatest smartphones are
driving a dramatic decrease in cost and
increase in functionality that will bene-
fit people whose total annual income is
often less than the cost of a single
phone.

The reason for this odd coupling
between affluent smartphone purchas-
ers and the poor is simple: The enor-
mous capabilities of smartphones are
being repurposed and redirected for
use in the developing world.

Seven years ago, when one-megapixel
cameras started appearing on phones, I
began working with a group of students
in my lab at the University of California
at Berkeley to see if those cameras
could capture images of human cells

similar to those captured on our
$150,000 research microscope.

By attaching a simple set of lenses
to a Nokia phone borrowed from my
sister, we were able to image blood
cells, malaria parasites and the bacte-
ria that cause tuberculosis.

Several years and prototypes later,
we and collaborators are testing a
mobile-phone-based device in Camer-
oon to screen for parasitic worm infec-
tions. We’re also testing a modified
mobile phone in Thailand to image the
back of the eye for retinal diseases,
and another in India to provide early
warning of oral cancer. Other research-
ers have created a cellphone stetho-
scope and a portable ultrasound sys-
tem. The list goes on.

Our laboratory microscope still has
more features than our smartphone
microscope, of course, just as hospital
medical equipment has more capabili-
ties than the smartphone-based devices
that duplicate some of their functions.
But with smartphones capable of pro-
viding basic primary-care services and

diagnostic work, and with expanding
wireless services that allow doctors to
interpret results and recommend treat-
ments remotely, many of the services
we enjoy at the doctor’s office will be
available in the field—anywhere in the
world.

Much of the tinkering that is turning
smartphones into possibly life-saving
devices is taking place on university
campuses, where technologically adept
students are responding to challenges
to find innovative ways to address
global problems. But the inventions
can come from anywhere. In between
games of Candy Crush, some smart-
phone user far from a college lab
could find yet another inspired way to
direct the ever-increasing power in our
pockets.

So thank you for upgrading. And
save me a spot in line.

Mr. Fletcher is a professor of bioen-
gineering and biophysics at the Blum
Center for Developing Economies at the
University of California, Berkeley.

By Daniel Fletcher

THE WEEKEND INTERVIEW with Bob Funk | By Stephen Moore

OPINION

The man who matches
companies with workers talks
about the skills gap, the harm
from ObamaCare, and the
incentive not to work. But
he’ll still find you a job.

Facing a crippling three-fold
rise in annual payments, we
negotiated ways to cut our
unfunded liability by 45%.

CROSS
COUNTRY
By Jim Gray

Smartphone cameras,
for example, are being
repurposed as microscopes.

Some companies have
stopped hiring more
than 49 full-time workers.
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Where the Jobs Are—and How to Get One
Oklahoma City

H ere’s something you don’t
often see in Washington:
a businessman trying to
repeal a law that helps
his company. That’s Bob

Funk’s latest mission in life. He’s the
president and founder of Express
Employment Services, the fifth-larg-
est employment agency in America,
with annual sales of $2.5 billion and
more than 600 franchises across the
country. This year he will place
nearly half a million workers in jobs.

“ObamaCare has been an absolute
boon for my business,” he says as
we sit in his new office headquar-
ters near downtown Oklahoma City.
“I’m making a lot of money thanks
to that law. We’re up 8% this year.
But it’s just terrible for the country.
I see that firsthand every day.”

Why is the health-care law good
for Express but bad for the country?
“Firms are just very reluctant to hire
full-time workers,” Mr. Funk says.
“So they are taking on more tempo-
rary help, which is what we do.”
ObamaCare imposes new mandates
and penalties on companies with
more than 50 full-time employees—
and even those working 30 hours a
week are considered full-time.

He quickly adds: “The problem
isn’t just ObamaCare, though. It’s
the entire regulatory assault on em-
ployers coming out of Washington—
everything from the EEOC”—the
Equal Employment Opportunity
Commission hits companies hard
when employees claim age, race or
sex discrimination—“to the Dodd-
Frank monstrosity. Employers are
living in a state of fear.”

Mr. Funk is worth listening to be-
cause few people are as intimately
connected to the U.S. job market.
Express acts as an employment ver-
sion of Match.com, linking busi-
nesses with job seekers. The jobs he
fills range from CFOs and trained
technicians to secretaries, retail
clerks and construction workers.
The pay for Express jobs typically
ranges from $13 to $40 an hour.

On Monday, the company will
release a report called “The Great
Shift” warning that the declining
labor-force participation rate has
put at risk Americans’ future quality
of life, especially for millennials
“who have quit looking for work.”
With millions of people giving up
job searches, the U.S. labor-partici-
pation rate is the lowest in 35 years.

Mr. Funk is happy to lay out many
of the report’s themes. Perhaps most
arresting is his assertion that “any-

one who really wants a job in this
country can have one.” With 20 mil-
lion Americans unemployed or
underemployed, how can that be?

To land and keep a job isn’t hard,
he says, but you have to meet three
conditions: “First you need integ-
rity; second, a strong work ethic;
and, third, you have to be able to
pass a drug test.” If an applicant can
meet those minimal qualifications,
he says, “I guarantee I can find
employers tomorrow who will hire
you.”

He thinks the notion of the “dead-
end job” is poisonous because it
shuts down all sense of possibility
and ambition. One of his lifelong
themes, Mr. Funk says, is that “a
job—any job—is by far the best so-
cial program in America and the lad-
der to success.”

As a near-lifelong Oklahoman,
now 73 years old, Mr. Funk wears a
cowboy hat and a cheerful disposi-
tion. He started his career training
to be a Methodist preacher, but he
jokes that he was so bad in the
pulpit that “after my sermons were
over it was like the great awaken-
ing.” So he turned to business in-
stead, and “now I’m helping workers
in this life rather than for eternity.”

In 1983 he took out a $150,000
loan to launch Express, and after a
brutal first few years—the oil reces-
sion crushed the Sooner State in the
mid-1980s and nearly put him out of
business—the company has multi-
plied many times in employment
and profitability.

The hundreds of thousands of
temporary workers he places in jobs
are Express employees. He pays
their salary, benefits, and payroll
taxes and the firms that hire the
workers reimburse Express for those
costs plus a commission. This fea-
ture of the temporary-worker indus-
try allows companies trying to fill
job openings to do so in a way that
sidesteps ObamaCare’s mandates.
After an on-the-job trial of several
months, companies often offer the
workers permanent positions.

“It’s a try it before you buy it
model,” Mr. Funk explains. The tem-
porary-employment business is
booming now because in the fragile
economy and, with ObamaCare on
the way, companies are skittish
about bringing on permanent hires.
Some businesses, to remain below
the 50-employee level, hire all their
additional workers beyond No. 49
through Express. He says other
CEOs are so fed up with the new
rules that they have asked Express
to take over the management of
their entire workforce.

Express is also a good indicator
of where the U.S. economy is grow-
ing and where it’s still struggling.
The top job growth is in cities like
Nashville, Dallas, Austin, Oklahoma
City and Indianapolis—cities without
forced union rules, and with a pro-
growth regulatory and tax climate.
He says Michigan and Wisconsin are
two states in the upper Midwest
that have “really improved their

business climate.” The slowest state
is still California: “They just raised
their minimum wage again—it’s just
a killer for new jobs.”

The primary jobs problem today,
Mr. Funk says, is that too many
workers are functionally unemploy-
able because of attitude, behavior or
lack of the most basic work skills.
One discouraging statistic is that
only about one of six workers who
comes to Express seeking employ-
ment makes the cut. He recites a
company statistic that about one in
four applicants can’t even pass a
drug test.

“In my 40-some years in this
business, the biggest change I’ve
witnessed is the erosion of the
American work ethic. It just isn’t
there today like it used to be,” Mr.
Funk says. Asked to define “work
ethic,” he replies that it’s fairly sim-
ple but vital on-the-job behavior,
such as showing up on time, being
conscientious and productive in ev-
ery task, showing a willingness to
get your hands dirty and at times
working extra hours. These attri-
butes are essential, he says, because
if low-level employees show a will-
ingness to work hard, “most employ-
ers will gladly train them with the
skills to fill higher-paying jobs.”

He fears that too many of the
young millennials who come
knocking on his door view a
paycheck as a kind of entitlement,
not something to be earned. He is
also concerned that the trendy
concept of “life-balancing” is put-

ting work second behind leisure.
“I guess I’m a little prejudiced to

the immigrants and especially His-
panics,” he says. “They have an
amazing work ethic. They don’t
want handouts and are grateful to
have a job. Our company has a great
success rate with these workers.”
This focus on work effort is seldom,
if ever, discussed by policy makers
or labor economists when they pon-
der what to do about unemploy-
ment. To most liberals, the very
topic is taboo and is disparaged as
blaming the economy’s victims.

When pressed to explain what
Washington can do to get Americans
back on the job, Mr. Funk says the
first step would be to start shrink-
ing the “vast social welfare state
programs that have become a sub-
stitute for work. There’s a prevalent
attitude of a lot of this generation
of workers that the government will
always be there to take care of
them. It’s hard to get people to take
entry-level jobs when they can get
unemployment benefits, health care,
food stamps and the rest.”

This week during the food-stamp
debate in Congress, Democrats voted
unanimously against work require-
ments and ridiculed Republicans
who suggested that the expansion of
food stamps to 47 million Americans
has discouraged working. The Demo-
crats are living in a fantasy world,
according to Mr. Funk. He points to
Congress’s decision in 2009 to in-
crease unemployment-insurance
benefits to 90 weeks or more as “a
policy that held a lot of people out
of the workforce until the checks
stopped coming. We saw that here
very clearly.”

The most abused government pro-
gram, he says, is disability insurance
and the 14 million Americans who
now collect these benefits. Express

has found that over half of the dis-
ability claims brought by its workers
have turned out to be fraudulent.
“We win 90% of the disability cases
that we challenge in court,” Mr.
Funk says.

Another big hurdle is the widen-
ing skills deficit. At any given time,
Mr. Funk says, Express has as many
as 20,000 jobs the company can’t fill
because workers don’t have the
skills required. His advice to young
people who are looking for a solid
career is to get training in account-
ing (thanks to Dodd-Frank’s huge ex-
pansion of paperwork), information
technology, manufacturing-robotics
programming, welding and engineer-
ing. He’s mystified why Express has
so much trouble filling thousands of
information-technology jobs when
so many young, working-age adults
are computer literate.

He blames public schools and uni-
versities for the skills mismatch.
Young people looking for a finan-
cially secure future might want to
heed one of his favorite pieces of
cautionary advice: “If you’ve got a
college degree in psych, poly-sci or
sociology, sorry, I can’t help you
find a job.” He urges greater empha-
sis on vocational and practical skills
training in schools, universities and
junior colleges.

With so many ideas about how to
help get the country on track, Mr.
Funk might seem ripe to enter poli-
tics, but he already made one elec-
toral foray—he was a local school-
board member for 11 years—and
found it an exercise in pure frustra-
tion. Bringing his pay-for-perform-
ance values to the board, he spent
years futilely trying to get rid of bad
teachers and to reward “the 30%
that are really good.”

He says “teacher tenure is by far
the most corrupt social institution
in our time, because it doesn’t re-
ward excellence or weed out bad
teachers.” The teachers union had
operational control of the school
board, and Mr. Funk couldn’t get
them to budge. He says the union
celebrated when he left the board.

I f Bob Funk’s warnings about un-
employment and the jobs market
are accurate, then almost every-

thing Washington is doing to ad-
dress the problem is either beside
the point or counterproductive. And
the ObamaCare-driven march toward
the 30-hour workweek continues.
“Our franchises across the country
are seeing a definite demand for
more part time workers,” he says.

How will American companies
keep up with competitors in Asia,
where employees often work 50 and
60 hours a week? Mr. Funk predicts
that the temporary-employment in-
dustry could nearly double its share
of the U.S. workforce, to about 4%,
after ObamaCare fully takes effect.
That’s good for him, but awful for
America.

Mr. Moore is a member of the
Journal’s editorial board.
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Our City Did Pension Reform and Lived to Tell the Tale
Lexington, Ky.

I f there is any hopeful news for
Chicago, Detroit, Illinois and the
other places where public pension

funds are collectively underwater by
an estimated $1 trillion, it is this: A
body of pension-reform successes now
exists to light the way. Our reform in
Lexington has been described as a
national model, and there are lessons

for those hoping to
avoid the bankruptcy
fate of Stockton, Calif.,
and Central Falls, R.I.

Lexington normally
feels like a well-off
university city of
300,000. It’s a cultur-
ally rich urban island

surrounded by world-class thorough-
bred farms and infused with a tradi-
tion of progressive, nonpartisan gov-
ernance.

Yet by 2012 Lexington’s police and
fire pension obligations were wreak-
ing havoc on the city’s budget. Annual
payments had exploded from $10 mil-
lion in 2005 to a projected $48 mil-
lion for 2013. Despite an infusion of
$135 million from pension bonds be-
tween 2009 and 2012, the unfunded
liability reached $296 million or
$2,400 per household in 2012.

Today Lexington is being held up
by pension watchers as a model for
its sweeping reform. So how were we
able to cut our unfunded liability by
45%, (effective the moment Gov. Steve
Beshear signed the reform into law on
March 14), institute comprehensive
benefit changes, and still have a
whopping 76% of beneficiaries vote to
send the reform package to the state
legislature?

It started with an inventory of
now-familiar culprits that had led to
the trouble. The list included optimis-
tic investment-return assumptions, a
punishing market decline, benefit
sweeteners made without understand-
ing their long-term impact, and
chronic shortfalls in governmental
contributions.

Next came the realization that city
officials and employees were facing
“mutually assured destruction” if we
failed to act. The police and fire lead-
ership was concerned that the city

would try to wipe out cost-of-living
adjustments to pension payouts and
switch to a defined-contribution plan.
The city’s bonding capacity was ex-
hausted and we faced a threefold rise
in annual payments. Without an
agreement, the next step was either a
massive tax hike or gutting essential
services that had already been de-
pleted.

But how to get to an agreement?
Hire an independent expert who is

both a pension specialist and a
trained arbitrator. A third party who
is trusted by both sides can acknowl-
edge the emotional issues and yet fo-
cus attention on the levers that actu-
ally move the numbers.

To reach a workable agreement, it is
crucial to share the pain. Cost-of-living
adjustments, contribution rates and
other sacred cows must be on the
table. Lexington nearly doubled its his-
toric annual cash contribution and
committed itself—through state law—
to paying down the remaining liability.

Active police officers and firefight-
ers are now giving 1% more out of
their paycheck and new employees
are staying on the job five years
longer, putting in 25 years until they
can retire with vested benefits. Retir-

ees now have lower COLA rates that
are tiered based on income (though
they can rise after the health of the
fund is secured, based on a formula
focused on maintaining at least an
85% funding rate).

As the head of the local firefight-
ers union said after the deal was rati-
fied, “Today is not a day for joy, as
there is a lot of pain to go around.

But it is a day to be proud.”
Demanding a full solution, instead

of kicking the can down the road, is
another important lesson. Appealing
half-measures will be offered, as they
were to us. Listen to them and de-
cline. Only by holding out for long-
term, comprehensive solutions will
cities reduce their unfunded liabili-
ties, which in turn reduce annual pay-
ments to manageable levels.

The last lesson is that consensus is
possible. To get there, Lexington had
to commit to saving the defined-bene-
fit model of pension. This can work if
it’s structured in a way that is
sustainable, with affordable employer
and employee contributions, cost-of-
living increases and benefit formulas.

Although negotiations were tough,
often stretching into the night, the
parties were there to solve a problem
and not wage ideological war in which
any concession would be labeled a
betrayal. That’s why all sides kept
talking and were able to sell the final

plan to their constituency.
Can these lessons work elsewhere?

Every government is different, and
every ailing pension is sick in its own
way. Lexington’s pre-reform $296
million unfunded liability does not
compare with Detroit’s $3.5 billion or
Chicago’s $19.5 billion holes. But key
to our success was the commitment
to finding a permanent solution that
avoided mutually assured destruc-
tion.

With reform behind us, our city has
a renewed sense of possibility. Lexing-
ton has returned badly needed fund-
ing to social services, started to rein-
vest in a world-class city, and even
begun to hire police officers and fire-
fighters again. I join with the rest of
the country in hoping that Chicago,
Detroit and every other city facing
pension crises again find their paths
to prosperity.

Mr. Gray is the mayor of Lexing-
ton, Ky.

Why Your iPhone Upgrade Is Good for the Poor

T hank you for upgrading.
People around the world have

been lining up outside Apple
stores this week, eager to part with
their serviceable iPhone 5 smartphones
and upgrade to the shiny, new iPhone
5s.

In the recent past, millions of peo-
ple have already retired perfectly good
smartphones to make way for the Sam-
sung Galaxy S4, Nokia Lumia 920 and
any of the more than 400 models now
available in the U.S.

While some lament the consumer-
ism that drives us to buy more and
more, as a scientist who focuses on
issues of global health and poverty, I
have a different response: Thanks.

New phones with larger screens and
better cameras may not markedly im-
prove our lives, but the push for more
powerful devices—and manufacturers’
willingness to respond to demand—is
on track to improve the lives of millions
of people living in extreme poverty.

That’s because customers set on having
the latest, greatest smartphones are
driving a dramatic decrease in cost and
increase in functionality that will bene-
fit people whose total annual income is
often less than the cost of a single
phone.

The reason for this odd coupling
between affluent smartphone purchas-
ers and the poor is simple: The enor-
mous capabilities of smartphones are
being repurposed and redirected for
use in the developing world.

Seven years ago, when one-megapixel
cameras started appearing on phones, I
began working with a group of students
in my lab at the University of California
at Berkeley to see if those cameras
could capture images of human cells

similar to those captured on our
$150,000 research microscope.

By attaching a simple set of lenses
to a Nokia phone borrowed from my
sister, we were able to image blood
cells, malaria parasites and the bacte-
ria that cause tuberculosis.

Several years and prototypes later,
we and collaborators are testing a
mobile-phone-based device in Camer-
oon to screen for parasitic worm infec-
tions. We’re also testing a modified
mobile phone in Thailand to image the
back of the eye for retinal diseases,
and another in India to provide early
warning of oral cancer. Other research-
ers have created a cellphone stetho-
scope and a portable ultrasound sys-
tem. The list goes on.

Our laboratory microscope still has
more features than our smartphone
microscope, of course, just as hospital
medical equipment has more capabili-
ties than the smartphone-based devices
that duplicate some of their functions.
But with smartphones capable of pro-
viding basic primary-care services and

diagnostic work, and with expanding
wireless services that allow doctors to
interpret results and recommend treat-
ments remotely, many of the services
we enjoy at the doctor’s office will be
available in the field—anywhere in the
world.

Much of the tinkering that is turning
smartphones into possibly life-saving
devices is taking place on university
campuses, where technologically adept
students are responding to challenges
to find innovative ways to address
global problems. But the inventions
can come from anywhere. In between
games of Candy Crush, some smart-
phone user far from a college lab
could find yet another inspired way to
direct the ever-increasing power in our
pockets.

So thank you for upgrading. And
save me a spot in line.

Mr. Fletcher is a professor of bioen-
gineering and biophysics at the Blum
Center for Developing Economies at the
University of California, Berkeley.
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OPINION

The man who matches
companies with workers talks
about the skills gap, the harm
from ObamaCare, and the
incentive not to work. But
he’ll still find you a job.

Facing a crippling three-fold
rise in annual payments, we
negotiated ways to cut our
unfunded liability by 45%.

CROSS
COUNTRY
By Jim Gray

Smartphone cameras,
for example, are being
repurposed as microscopes.

Some companies have
stopped hiring more
than 49 full-time workers.
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