
IN  THE E XECUT iVE BR ANC H

When It Comes to Economic
Development ,  Jim Martin and
Bob Jordan  Have  Big Plans

by Paul T. O'Connor

With this article,  North Carolina Insight
launches its newest feature, which periodically will
examine the executive branch of state government
and its role in public policymaking. This initial
column compares the competing economic develop-
ment plans put forward by the state's two top exec-
utives, Gov. James G. Martin and Lt. Gov. Robert
B. Jordan III.

Two thousand miles west of the State Govern-ment Mall in Raleigh, a Montana entrepre-
neur wants to establish a wildlife park the size of
the state of Maryland. The developer envisions
multiple tourist uses for the park-including buf-
falo hunting. Whether armed with high-powered
rifles or cameras, he contends, tourists would flock
to the Great Plains, and economic development
would follow.

While Montana may just be turning to buffalo
hunting as a tool of economic development, North
Carolina is just entering its post-buffalo hunt era.
In the Old North State, "buffalo hunt" has been a
metaphor used to describe the state's decades-old
policy of recruiting mammoth out-of-state indus-
tries for relocation to North Carolina. But in the
latter part of the 1980s, the buffalo hunt is over.

The N.C. Economic Development Board, in
its "Blueprint for Economic Development," says,
"There is general consensus within the state's
development community that future competition
among states for investment dollars for both manu-
facturing and non-manufacturing will be greatly
increased. There are now over 10,000 development
organizations within the United States. We know

that in 1984 there were only 1,200 major manu-
facturing sitings in this country; thus, it is clear
... that the `buffalo hunt' is becoming more
scarce."'

This realization that industrial recruitment
the cornerstone of the state's economic develop-
ment strategy for decades-will play a diminishing
role in the creation of new jobs in North Carolina
has sparked creation of two major economic devel-
opment plans over the past two years. One, the
Blueprint for Economic Development, was de-
signed as Republican Gov. Jim Martin's policy
statement on economic development. The other,
the report of the N.C. Commission on Jobs and
Economic Growth, was the brainchild of Lt. Gov.
Bob Jordan, a Democrat, who steered creation of
the commission through the General Assembly in
1985.2Because the two men are likely opponents
in the 1988 gubernatorial campaign, the docu-
ments are just as important for political as for eco-
nomic reasons.

To no one's surprise, the economic devel-
opment ideas of these two very different politicians
differ significantly-even in size and detail. The
Martin administration Blueprint, drafted largely by
former Secretary of Commerce Howard Haworth,
is relatively thin, running to only 14 pages and ad-
dressing the subject mostly in generalities.3 By
contrast, the Report of the Commission on Jobs
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and Economic Growth runs 61 pages, plus appendi-
ces, and is accompanied by a follow-up study of
rural growth problems in North Carolina produced
for the Commission by MDC, Inc. of Chapel
Hill, a private, nonprofit employment research
group.4 Both the Martin and the Jordan plans ex-
amine the problems of economic growth in
detail-Jordan's far more than Martin's- and both
serve as a guideline to how the two officials would
approach economic development. Some aspects of
each plan require legislative approval before they
can be implemented.

The Echo Effect

The Martin Blueprint and the Jordan Report are
quite similar in some major regards. Both, for ex-
ample, start with the basic premise that education
is the most critical element of any successful eco-
nomic growth plan. "The most important ingredi-
ent required for continued future economic develop-
ment momentum is dramatic improvement in the
quality of our primary/secondary public school de-
livery system," says Martin's Blueprint. Jordan's
Report, in listing 14 education recommendations,
described educational improvements as investments
in the, state's human resources.

The two plans also recognize the need to
improve upon the state's infrastructure of public
works. Both plans advocate spending for water and
wastewater treatment facilities, better roads, and
ports.

Both plans also recognize the government's
job of providing basic support to private business.
For example, both advocate establishment of gov-
ernment clearing houses for market and work force
information. And both recognize the need for
government to get out of the way, sometimes.
For example, both plans advocate one-stop busi-
ness licensing, an innovation designed to reduce
government hassle a businessman encounters when
beginning a new venture-though Jordan's pro-
posal would let businesses arrange for all state per-
mits through one office while Martin's would not.

And both plans call for emphasis on rural eco-
nomic development. The Martin Blueprint calls
for a "Non-Metropolitan Task Force" to guide "eco-
nomic development `hubs"' in rural areas. The Jor-
dan plan calls for a "Rural Economic Development
Center" to create an "action agenda for rural eco-
nomic development."

Common  Goals ,  Divergent Strategies
Despite these common goals, the plans'  similari-
ties end when it comes to the two officials' strate-

gies for economic development. Martin says
the state should provide the basics of an educated
work force and a working infrastructure, and then
step aside. "Our nation, unlike any other nation in
the world, was founded on the principle of limited
government," Martin, expanding on his Blueprint,
said at the Emerging Issues Forum at N.C. State
University in February. "It has been that principle
which has given wings to the human spirit. And
it has established an environment in which private
enterprise has flourished and become our great
source of jobs and wealth and abundance."

Jordan, however, says government must be
used as a partner in the development of new busi-
nesses. "We're going to have to use government,"
Jordan said in a speech to the N.C. Retail Mer-
chants Association in February, when he also elab-
orated on his report. "The government is going to
have to create some jobs."5

A sports metaphor may best illustrate the dif-
ferences in approach of the state's two top offi-
cials. Suppose North Carolina sought to build for
itself a basketball industry. Martin would contend
that the state should teach people to play the
game, and to build courts on which they could
play. With those basic elements in place, Martin
would argue, the marketplace would go to work to
attract an industry around a highly skilled basket-
ball population.

Jordan's approach would be similar to
Martin's, but would seek other ways to capitalize
-such as developing companies to silk-screen the
uniforms, print the game programs, market the
half-time hot dogs, and even grow the hot green
peppers for the nachos-and-cheese platters.

The Martin administration bristles at this anal-
ogy. "We already do that," says Commerce Depart-
ment spokesman Sam Taylor. "But we wouldn't
give a low-interest loan to the hot dog company."

How do these two different strategies manifest
themselves in specific proposals? Let's look at
several. Anyone who wants to start a new busi-
ness needs money, but it is North Carolina's mis-
fortune not to be a fount of speculative capital.6
This lack of start-up money may explain why the
nation's two other centers of high technology re-
search-Silicon Valley, Cal., and Boston, Mass.,
have seen explosive indigenous entrepreneurial de-
velopment while the Research Triangle continues
to grow mostly from outside business relocations
and some expansion of existing companies. Obvi-
ously, more venture capital would help, and both
plans seek to increase the amount of venture capi-
tal available in the state. But they would go about
it in markedly different fashions.
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Comparison of Economic Development Plans

Martin's Blueprint

Education: Emphasizes need for
improvement in elementary
and secondary education;
Supports Basic Education Plan;
Supports school bond issue;
Promotes teacher career ladder
plan

Public Supports water/sewer bond
Works: issue and promotes spending

for roads, bridges,
ports facilities

Rural  Rural Development "Hubs"
Development: guided by 'Non-Metro-

politan Task Force"

Licensing: Office in state Department
of Commerce to counsel
businesses on obtaining
permits from Commerce
Department only

Venture Authorizes state trust funds
Capital: to invest in private venture

capital funds

Tax No direct  tax incentives to
Incentives:  business  to create jobs;

However, would  eliminate
intangibles and manufacturers'
inventory taxes

Growth Courts major infrastructure
Strategy: projects such as Superconducting

Super Collider and various
technical research centers;
Enhances business environment;
Promotes small business

Jordan's Report

Puts forth 14 specific
recommendations for
improving education;
Supports Basic Education Plan;
Supports school bond issue

Recommends 13 steps
to promote and ensure
adequate public works
facilities and services

"Rural Economic Development
Center" to set agenda for
rural development*

Comprehensive office to help
arrange for  all  state business
licenses and permits**

Creates governing body
to direct  a state venture
capital fund

Selective tax credits to certain
industries which agree to create
new jobs in depressed areas with
high unemployment

More emphasis on "Growth
From Within" rather than on
winning big federal projects;
Promotes job creation;
Promotes  small business

* Identical bills pending in N.C. General Assembly (H 195 and S 35) to accomplish goal of Jordan

**
Report.
Identical bills pending in N.C. General Assembly (H 109 and S 82) to accomplish goal of Jordan
Report.
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Jordan's Commission on Jobs and Economic
Growth did not endorse a specific venture capital
strategy, but Billy Ray Hall, executive director of
the commission,  says it is obvious that  " the state
needs to establish a start-up, or seed-capital, fund.
We advocate that the government do something
with venture capital. Maybe, like Arkansas, we
could provide a tax credit for venture capital
funds." The Jordan approach would have the state
create a quasi-governmental body that would con-
trol the venture capital fund.  Tax credits or govern-
ment incentives would lure money into the fund.

Martin also would involve the government,
but in an entirely different approach. Martin wor-
ries that the Jordan idea for government funding of
a venture capital fund "would likely degenerate into
pork barrel-like political decisions as to who
would be favored." Instead, Martin proposes that
the legislature authorize the investment of state
trust funds in private venture capital funds. "The
legislature would authorize the state trust funds
(such as the state employee pension fund)  to make
investments in investment quality venture capital
funds," says Commerce Secretary Claude E. Pope,
who was head of. Martin's Economic Development
Board when the Blueprint was written by Haworth.

"We don't think the trust funds should be di-
rected to do this  (invest in venture capital funds),"
Pope says. Martin would only seek to give the
state trust funds the authority to invest, if their
directors sought to do so.  The Martin plan would
require the State Treasurer to approve which funds
could be used for investment.  But directors of
these trust funds may be reluctant to commit, for
instance, retirement funds to risky ventures-even
those that promise high returns if successful.
Martin also is working on a plan to deposit state
funds in certificates of deposit with banks that
agree to make that money available to small
businesses for long-term, fixed-rate loans,  and also
to develop a secondary market for small business
loans to encourage lenders to make more capital
available.

The debate over venture capital includes
another basic difference in the two plans. While
Martin is opposed to any form of tax incentives,
Jordan favors their use.  In the Jordan plan, tax
incentives would be used selectively for expressed
purposes.  Hall says the state should direct tax cred-
its to industries willing to create new jobs in eco-
nomically distressed areas. "Let's say,  hypothet-
ically, that we offered a tax credit for new jobs
created in,  say, the state's 20 counties with
highest unemployment,"  Hall says. "Our job is to
find a way to get the business community to pay

attention to these hardest hit areas.  At least with
these tax credits,  a businessman would want to go
and see if he could put his job opportunities in
these counties."

But the Martin Blueprint calls tax incentives
"expensive giveaways," and argues that they would
not be a cost-effective lure for bringing out-of-state
industries  to North Carolina. The Blueprint says
that existing industries would resent the fact that
newcomers, and possibly competitors, were get-
ting tax breaks from the state. In that sense, the
incentives would be counterproductive. Martin ar-
gues that such tax breaks are so selective that they
raise the basic fairness question, "Who decides who
gets a tax  break?"

Yet Martin's Blueprint is not devoid of tax
breaks for business,  setting up an. obvious contra-
diction for the Governor. On one hand, Martin's
Blueprint argues that  "One does not successfully
merchandise a quality product simply on price."
The Blueprint then lists the state's many qualities
that industry should find attractive,  including "one
of the nation's 10 lowest tax rates with taxes exis-
tent."  Tax incentives ,  Martin argues, would only
drain needed resources away from education im-
provements.

On the other hand, several pages over in the
Blueprint,  Martin reverses course and argues for a
specific tax incentive- the elimination of the in-
ventory and intangibles taxes.? Martin argues that
this would be fairer than selected tax breaks be-
cause it would affect businesses across the board.
Ironically,  however, such a move would drain far
more revenue from the state treasury than would
Jordan's limited and targeted tax incentives. The
Martin proposal to cut inventory and intangibles
taxes would cost  $1.80 million each year in lost
tax revenues,  according to General Assembly Fis-
cal Research Analyst David Crotts; the Jordan plan
would cost about $50 million in tax revenues over
an eight-year period,  according to the N.C. Depart-
ment of Revenue.  Martin advocates further tax
cuts while Jordan advocates retention of the current
tax structure with increased government spending
on programs aimed at encouraging business devel-
opment.

Both plans also have budget costs for certain
new programs.  The Martin plan would cost $3
million the first  year and $2.5 million the second
if adopted in toto ;  the Jordan plan would cost $2.6
million in 1987-88 and  $4.5 million the following
year.

Curiously, while Martin calls for eliminating
the inventory and intangibles taxes in his Blue-

- continued  on page 52
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FROM THE CENTER OUT-

action by the Committee on Aging, in summary,
are:

1. to hold public hearings or take Representa-
tive Locks' suggestion to hold a statewide confer-
ence so that you can hear directly the needs of older
adults;

2. to examine the types of senior centers that
can best work in North Carolina and to help fund a
meaningful network of such centers in every
county;

3. to decide whether the state should get in-
volved in catastrophic health care or leave that to
the federal government;

4. to ask the Secretary of Human Resources
to present a plan documenting the needs of the el-
derly and what the state's role should be in meet-
ing those needs; and perhaps most importantly,

5. to examine the long-term care system-
both the services within the system and the budget
for the next five to 10 years.

"The rapid growth in the size of our popula-
tion  65 and over has caught us unprepared, concep-
tually as well as pragmatically, to deal with many
of the issues  our society faces," John Comman,
the executive director of the Gerontological Soci-
ety of America, told our forum in Asheville. Corn-
man ended his speech quoting Robert Ball, a
former U.S. Social Security Administration Com-
missioner. Let me close the same way today:
"We owe much of what we are to the past. We all
stand on  the shoulders of generations that came
before. They built the schools and established the
ideals of an educated society.... Because we owe
so much to the past, we all have the obligation to
try to pass on a world to the next generation which
is a little better than the one we inherited, so that
those who come after, standing on our shoulders,
can see a little farther and do a little better in their
turn."

IN THE EXECUTIVE BRANCH
- continued from page 43
print, the Governor did  not  propose cutting those
taxes in his  1987 budget. But on May 15, 1987
Martin did propose cutting intangibles taxes.

One final example illustrates how the two
plans differ: Both men advocate expansion of the
state's intellectual infrastructure, the complex of
research and technology facilities that has spawned
growth in the urban areas, particularly the Re-
search Triangle. Jordan, as a state Senator, sup-
ported creation of business incubator facilities and
the N.C. Biotechnology Center.  Martin, in his
first year as Governor, recommended  an end to bio-
technology funding but later changed  his mind in
the face of  legislative  opposition to his plan. Mar-

52 NORTH CAROLINA INSIGHT

tin now offers four major intellectual infrastructure
projects: the Superconducting Super Collider and
three research and technology centers in the Tri-
angle. While Jordan has a record of promoting the
establishment of  state facilities, all four of the proj-
ects backed by Martin depend on the  federal  gov-
ernment. The collider is a massive U.S. Depart-
ment of Energy project for which a number of
states are competing. The three research and tech-
nology centers-on biomedical engineering, textile
engineering, and electronic materials research-
will be awarded by the National Science Foun-
dation. For a Republican Governor friendly with a
Republican president and with a Republican U.S.
Senator in a position of seniority-both of whom
can direct some federal favors to North Carolina
-this may be a promising strategy.

Perhaps that difference highlights the basic dif-
ference between the Martin and Jordan plans. Mar-
tin feels that if the state lays the groundwork for
economic development, someone else will pick up
the ball and dribble with it. If the state educates
its work force and provides a healthy infrastructure,
businesses will move here, the federal government
will award major research facilities here, and the
state will enjoy continued economic growth, Mar-
tin argues.

Jordan calls that the "status quo" policy. He
says that along with educational and infrastructural
improvements, the state must go a step further to
assist "growth from within." Jordan is not betting
his chips on the federal government's largesse, but
instead seeks to foment growth from within these
borders. The state ought to identify its resources,
be they healthy forests or a basketball-crazy pop-
ulation, and capitalize on them by assisting and
guiding growth from one end of the court-or the
state-to the other. u]l-u
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