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D e a r  S e n a t o r  F a h r e n k a m p :

One of the m a j o r  g o a l s  of the R e s o u r c e  D e v e l o p m e n t  
C o u n c i l ' s  1933 A c t i o n  Pl an  is to i m pr ov e A l a s k a ' s  
r e p u t a t i o n  as a  go od  pl ace  to in v es t and do b us i ne ss .

As y o u  know, A l a s k a  is at or n e a r  the b o t t o m  of e v e r y  
n a t i o n a l  c o m p i l a t i o n  of s tat e s t a t i s t i c s  d e a l i n g  w i t h  
b u s i n e s s  cl im a te s,  and we need  to ch a n g e  that.

On l y the ' e g i s l a t u r e  can he lp  r e m e d y  the two  a r ea s that  
desper' / r e q u i r e  a t t e n t i o n :  (l) The n ee d for a stated
econoi i e v e l o pm en t policy, and (2) the need for
r e g u l u  reform.

The a t t a c h e d  r e s o l u t i o n ,  H C R  37, has u n d e r g o n e  e x t r e m e l y  
br oa d r e v i e w  in the p r i v a t e  secto r.  A s i m i l a r  v e r s i o n  of 
the m e a s u r e  was s u b j e c t  to m a n y  h e a r i n g s  in p ri or  s e s s i o n s  
but s o m e h o w  l a n g u i s h e d  w i t h o u t  a ct io n. A d o p t i o n  of the 
m e a s u r e  w ou ld  give  A l a s k a  n e e d e d  p o i n t s  in the a nn u a l  s u r v e y  
c o n d u c t e d  b y  Inc. M a g a z i n e . Please l et 's  get it pas se d this 
y e a r !

The w h ol e  issue of r e g u l a t o r y  r ef o r m  ha3 been  d e l i b e r a t e d  
for t hi s and th ree  past 3esaicn'a. O b v i o u s l y  there wi l l 
n e v e r  be a g r e e m e n t  b e t w e e n  thc'>e who want e f f i c i e n t  pe rmi t 
p r o c e s s i n g  and t hos e who feel that '.environmental c o n c e r n s  
can on ly  be a d d r e s s e d  if the p ro c e s s  r e m a i n s  in its p r e s e n t  
u n w i e l d y  st ate.

Our l e t t e r  to G o v e r n o r  S h e f f i e l d  of A p r i l  3 c l e a r l y  s p e l l s  
out our c o n c e r n s  an d r e c o m m e n d a t i o n s  as does  the e n c l o s e d  
p o l i c y  s t a t e m e n t .  Y o u  have done an im m e n s e  a m o u n t  of w o r k  
to see that these c o n c e r n s  are a d d r e s s e d .  We urg e y o u  n o w  to 
take the c o u r a g e o u s  s t e p  of e n a c t i n g  a s oun d r e g u l a t o r y  
r e f o r m  bill.

I m u s t  e m p h a s i s e  the t r e m e n d o u s  im p ac t e n a c t m e n t  of this 
l e g i s l a t i o n  wi l l have on pe o pl e no w  o p e r a t i n g  or p l a n n i n g  to 
be gin or e x p a n d  b u s i n e s s  v e n t u r e s  in our state. To make 
v al id b u s i n e s s  d e c i s i o n s ,  t h e y  s i m p l y  mu st  be able to ch an g e  
" u n k n o w n s "  into "k no wn s"  in f o r e c a s t i n g  o p e r a t i n g  costs.
Only y o u  can give  t h e m  this  c e r t a i n t y .  You may feel the 
bill is not pe r fe ct , but we b e l i e v e  the be3t  a p p r o a c h  is to 
ge t l e g i s l a t i o n  t h i s  s e s s i o n  and a d d r e s s  any p r o b l e m s  that  
e n su e at a la ter  time.

Y o u r  hard w o r k  and s u p p o r t  of issues i m p o r t a n t  to our st ate  
are a l w a y s  a p p r e c i a t e d .



A  R E P O R T  O i l  T H E  S T A T E S
'NC/s second annual study rates 50 small business climates.

B y  B r u c e G .  P o s n e r

M I  s o u r  u u n p . in v  s In s io rs  is a n v i l i in g  

P l i l - '  i I i . i i  i l l  m o s t s in . il l  to n ip . im c s ,  

C . s I h k '  it i-. lo c a te d — lie  ii I '. i ln  Aim, 
C.dd n i I'-m l . m i l  M . i im  — litis  n o t l iin t ;  m 
•In  m i l l  . in v  c a r e ln l lv  d r a w n  l i  ii pi it.itc  

p i. l ll  llls lL '. lll v o n  p u t th e  b u s in e s s  xsncre 

s i i i i  w e n  raised . i i i i ' iu k 'd  sc I ii ii 11, or sun 

p is w . i m - i l  m  l i v i  I 'rc s u m a h ls  th e  . i i i . i

il.n l III l it  11 >>t w li.it Mill is . l l l l i  lin t till' 111 VI i
.1.1 t l i iu c s  in . it  m l l i ie n c i  t | i i . i l i t v  in  IIIv  "  

11 rh .ip s  m i re w as u m iil  s k im c , i ih is il . nr a 

in .im r  u n iv e r s i is  w u lim e a s s  re.ich O r  v o u  

in .is  l i. iv e  w .m ie i l  in  lu  ne.ir p e o p le  m  su m  

l.ir m il,H u m s  vs h u h  m .iv  be w l iv  so rn.inv 

In p li  i i ' i ' l i i in ln j i v  c m iip .in n  s n e w  or .ire ex- 

p . im lm i:  m  L . i l i l i i r m . i  s S i I n o n  V .i lle v  .m il 

a lo n e  l ln s m n  s K o u te  12K

A  It l io n u l i  s i , l ie  n l l i i i . i l s  e v i  r v w h e r e  

w is li  i I n s  l i  m  I (I i lu  m o re  to  s p .iw n  .m il 

k u p  e r n w t l i  o r ie n ie i l  u m ip . in ie s  . il l  in n  

o fte n  t i n s  m i l l  ih . i i  it is h .u tl c n n u e li  in  

i l i i m e  d ie  . im e ii it ie s  i l i . i t  . i i i r . u i  s m .ill 

b iis in e s s p e n p le  s v iih n u i t m n c  i n  m lln -

ence ii decision to set up business Hut 
,ip.irt Iroin the intangibles in appraising .1 
business clim.ite. there .ire l.ictnrs th.it .ire 
both more toncrete and. to some extent, 
within .1 state's control

As companies gross for example, ihcv 
m.iv need lorn: term debt and cqiutv in 
a<lilit ion tnworktngcapit.il 'I hev mav aKn 
need to lute eniplovtes wlm have spinal 
i;u l skills A companv s inabiliiv to 11 ml 
such lunti.uneni.il resources when iltev 
are needed can grc.uls mlInence its suc­
cess, and it tan also dampen the giowth o/ 
theetonom v w it Inn the state 

1 lie purpose of INI s second report oil 
the states is 10 compare some ul the m.nor, 
i|nan1111.1 bit- aspects 01 the climate lot 
small business, to help businesspeople and 
stale officials understand belter how 1 o 
make improve incuts In sclcctm c the cn  
tcita lor measuring tin Ml states as homes 
lor smallci eonip.niiL' IN C  intersu-wcil 
eiononusis state tlcsi Inpim nt nllici.ils

venture capitalists, and small business ex­
ecutives IN C  also talked with special hai- 
son people appointed hv covernors'nuath- 
cr iiiltirmatmii on small business support 
programs in everv state

I lie analssis Incused on areas of broad 
concern 10 all small companies, rather 
1 Inn sutli tai lors as 1r.u1sport.itmil and cn- 
ires mipoti.mt as these mas lie to some, 
businesses Since all small business opera- 
tms have capital and labor needs and are 
.incited In taxes we looked at tile impact 
ol those three l.ictnrs on small companies 
(,row 1I1 opportunities in a particular envi­
ronment are also inlltii iueil — sometimes 
heasils— hv extein.il economic and busi 
ness laclois 1 1lese l.ictnrs, then lore, are 
lellei nil ihrouch a number ol entina un­
der the- heading ol business act is it v

I malls we examined each state lot 
small business support ptocrams inm.uid 
at the ixetutive or legislative lest I I he 
mill' iMsteiiei ol otlieial support dm s not



RATING THE STATES BASES ON FIVE MAJOR FACTORS
i

i

Rank/slitd

CAPITAL RESOURCES LABOR TAXES

|

Bmk loans 
%  mats

Comm./TnA
loans

psrcaolU

SBIC 
linn. par 
1.000 pop.

Slsti
programs' i

l
l

\
uniop

NHS.
gads.

Vjius sddsd 
pgr vorxtr

(Ihou./yr.)

Par St.000 
personal 1 
irtcump

Mtdiwi 1 53 5 % S 927 SO 8 - $317 ~ 2 3 % " 6 8 % $ 43 6 5 1 1 ?

j 1. lexas 54 8 % $2,527 • 1 3 L'L fl'IU 1 1 % 6 5 % $55.1 S 98

| 2 California 54.7 1.468 3 2 ....... V j.J-J : 7 7ti 4 8  0 122

| 3 Colorado 57 9 1.262 3.1 - 326 13 78 45.7 113 |

4 Florida 49 5 rgq t "66 i? 65 3 7 0 97

j 5. N e w  Hampshire 63 2 CS8 1.8 L G 16 70 31.2 92  i

1 6  Kansas 48 4 1,052 1.4 - 325 15 73 44 0 100

j 7. Arizona 62.6 888 0.6 .317 16 73 47.7 133

' 8 O r e g o n 58 8 1.112 1 8 D L 352 2 6 76 39.0 114

| 9 O k l a h o m a 02 8 1 92 1 1 2 D L 3 2 9 1.6 6 6 4 2 2 102 ;

j 10. Washington 58 9 1.382 0 9 40 5 34 76 4 9  5 109 :

j 11 N e w  Mexico 52.7 1.043 2 3 - 269 19 66 3 6 0 122

' 12. N e w  York 54 A 4.164 2.2 D L . L G . D G 309 39 66 47 2 163 |

I 13 Kentucky 4 9  2' 773 1.0 D L . B G 309 24 53 45 6 104

14 North Dakota 50.1 1.246 - / B G 271 17 68 52.6 102 :

j 15 Connecticut 59.7 8 5 7 5 1 DL.LG.VC 3 19 23 70 42.8 105 !

; 16 Virginia 6 0  0 718 0 9 - 2 7 0 15 64 36  0 102 j

! 17 N e v a d a 59.5 738 9 3 L G 3 25 24 76 51 0 105

j 18 Massachusetts 5 0  0 1.213 2.1 D L . B G . V C 2 8 0 25 72 4 0  0 139

19 Minnesota 54 5 1.430 2.7 D L 331 c'S 73 4 5 5 127 ;

: 2 0  N e w  Jersey 53 1 765 0 9 DL.LG.13G 322 2 6 6 6 47 4 117 j

j 21 Ulah 56.5 838 0.1 - 308 18 80 40  4 125

22 Arkansas 52.1 9 4 6 0.2 0 G 247 16 56 30 4 99

i 23 Georgia 52  8 683 1.0 - 2 55 15 59 33 3 108

' 24 Tennessee 51.9 308 0.5 - 268 19 55 33 7 94 j

25 W y o m i n g 53.4 1.541 2 6 - 314 19 76 61.4 148 I

26 Mississippi 50  6 6 39 0  8 L G 236 16 52 31 6 109 ;

| 27 Montana 55  1 1,176 1.2 - 370 29 73 47.9 130

j 28 Maryland 57.1 555 0.3 Dl.LG.SG 335 23* 69 43.7 120 i

. 29 Missouri 4 7 4 1.112 0.1 B G 318 28 64 43  6 93 j

' 30 O h m 5 0 4 757 0 6 D L.LG 390 31 68 46  6 94 i

31 R h o u o  Island 55 0 1.426 0.4 D L . L G . B G 2 40 2 8 6? 2 8  4 119

1 32. Idaho 55 8 9 44 3 5 - 311 18 72 36  0 104

J 33  Illinois 58.7 2.84 1 0.7 D L 3 56 3 0 66 4 7 0 112

i 34 North Carolina 51 4 8 04 0 5 - 2 32 10 55 30.6 106

 ̂ 35 Wisconsin 55.8 8 5 3 0.6 D L 353 2 9 70 4,3.6 125

j 36  Michigan 54 3 9 0 9 0.7 D L 426 37 6 9 4 7 6 115

1 3/ Pennsylvania 53 5 1.365 0 5 D L 325 3 5 6 5 38 5 116

i 38 Vermont 66.3 712 1.3 DL.L( 272 18 70 36  6 127

39  Hawaii 6 0  6 99 2 0 1 D L 290 28 73 45 1 148

40  Iowa 48 6 85 4 0.1 D L 379 22 72 51 0 111

41 South Dakola 67 5 1,039 1 5 - 296 15 69 36  6 106

42  Indiana 51 4 726 0 L DL.LG.VC 3 76 30 67 43 5 ,38

43 Nebraska 50 6 96 5 0.2 - 324 18 74 46  7 111

44 Louisiana 52 2 1,231 1 6 DL.l.G 3 6? 16 58 64 9 116

45. Alaska 4 5  0 9 78 0.2 D L . B G . V C 457 34 80 54 2 3 68

46  Al a b a m a 48.7 664 0.7 _ 2 80 22 56 30.8 9 6

4 7 South Carolina 48 2 361 0 G - 2 50 8 57 27.3 107

48  Maine 54 1 502 0.5 D L.LG 2 96 24 68 27 8 125

49  Delaware 4 6 3 551 - - 333 25 70 4 9 4 116

5 0  West Virginia 49.8 4 9 9 0.1 D L . L G 34 7 34 53 43.5 112

1 Dl dunct loans. IGioanguaranioes.llGbond guarantees VC-veiUum cimilnl
2 ACVailviswyi'" ')M.ombudsman AC-adviso/y council. LC-lcgislalive comm,Hoe, ] 

SC siaiewio .mince. PS-procurement sei-asidoi
• Includes uiikx. oeiship in Distncl ol Columbia

9f, IN C / O C T O H E K  I9H2



A REPORT O N  THE STATES

SUTC SUPPORT BUSINESS ACTIVITY

Smitt hot.
ittitnive;,

(IB7I-80)

Po*.
Sclunpi
(1971-BO)

Lmotirirt. 
S  v»m

(1971-80)

Pin. Inc, 
•Actungi 
(1971-80)

Builntti 
unit* P«f 
1.000 pop.

PIC.100
rvmovilei
(IB7B-82)

- 11 5 % 2 7 . 7 % 4 5  4 % 4 6 2

A O . O M . A C . L C . S C 27.1 67 8 77.4 47 27

A O . O M . A C . L C . S C IB.5 41.6 48.7 46 49

A O . O M . A C . s e 30.7 61 0 74.2 SO 13

A O . O M . L C . S C . P S 43 4 65.9 77.1 55 10

AO.LC . S C . P S 24 6 47.9 56.7 46 2

A O . AC.LC.SC.PS 5.3 6 3 2 43.5 46 1

A O . O M . A C . S C . P S 53.3 79.7 88.7 49 3

A O . O M . A C . S C 26.5 46.5 64.3 51 4

A 0 . 5 C , D S 17.2 46.6 6 5  6 49 6

A O . L C . S C . P S 21 0 25.1 60.4 47 4

A O . O M . S C . P S 24.7 53 0 67.6 50 2

A 0 . 0 M . A C . l C . S C . P S •3.3 0 6 9.1 46 31

! A 0 . 0 M . A C . L C . S C . P S 13.7 4 1 0 44 4 40 1

A O . A C . L C . S C 5 6 50 5 45  5 54 -

A 0 . 0 M . P S 2.5 17 0 26  7 43 6

A O . O M . S C 11.8 39  6 50.3 39 5

A O . L C . S C 6 3 8 96  8 P2.0 50 1

A O . O M . L C . S C 0 8 17.1 21.3 40 12

A O . O M . L C . S C 6 9 34 6 3 7 9 41 18

A O . O M . A C . L C . S C 2.7 17.2 2 2.2 44 16

A O . O M . A C . S C 37 9 32  6 70 3 48 1

A 0 . A C . S C . P S 18.5 38 9 6 0  3 45 0

A O  0 M . A C . l C 1 7 8 37.8 49.7 45 6

A O . O M . A C . S C . P S 1 3 0 13 3 5 0  0 42 4

- 41.1 R8 6 123.1 57 4

A O . O M A C . L C . S C 12 9 34 4 50  0 44 1

A 0 . A C . S C . P S 13.3 42.4 4 2 3 56 -

A O . A C . L C . S C . P S 7.5 25  6 34.2 35 5

A O  0 M . l C . S C . P S 6.1 18 5 31 9 44 1

A O . O M . A C . L C . S C 1 0 13 3 24 9 40 3

A O . A C . L C . S C . P S •0 4 15 8 2 5  0 47 -

- 32 3 58.7 61.5 50 -

! A O . O M . A C . L C . S C  " S 1 2 14 6 2 3  9 41 -

A 0 . A C . l C . o o 15 6 33 8 4 5 2 41 1

A O . O M . A C . L C . S C 6 5 27.1 36.5 40 3

A O . O M . A C . S C . P S 4.2 1 5 0 32 6 37 2

A O . O M . A C . S C . P S 0.2 8 6 24 9 •12 6

A O . S C 1 6 0 36 1 2 9  4 54 -

A C . L C . S C 26 3 37 5 41.0 52 2

O M . A C . L C . P S 3 1 24 7 31 9 47 1

A C 3.8 36 0 3 0  4 50 -

O M . S C , P S 6 7 17 4 31 0 39 6

A O . O M . S C 6.3 30.7 34 4 49 -

A O 1 6 3 61 0 6 6  8 46 1

O M . S C 32 5 84 3 9 3  3 49 1

O M . S C  P S 12 9 34 4 5 0 9 41 2

A O . S C . P S 1 0 8 41 0 5 3  r 42 3

A O . O M . A C 13 2 26 3 38 9 49 -

A O . O M . A C . L O . P S 8 6 81 3 2 9  6 44 -

A O . O M . L C . S C . P S 1 1 8 25 1 4 9  1 43 -

! Simi'C**' (t,- column ion in noun I cdf-i.n [)f(K)Ml Insurant »> Coin US f.matl husiness Ailmimxlra 
> imn t'M ' -,.iii*o<-vniniimpniagonoi-sI4| u S  lipnanmi-nini 1 atmi, fiuioniiol 1 alvn MaiiMire ifitil U S  
‘ 1 i-fianiT»-ni nl | uni aimn (/| Innc.innt C.pnsus l.eriMis (>• Maniilacli|i|tt<i Ml ln» 1 niiniMiiim |'n 11jC
I Sii»vi*v .•* ,*0«»lalf" M!M HtiM'riii nt Ifit* f.misu'k f 11) nu'(.*au of l StaKtir s lIT i U I •ffpjirimrni ol i .nm ' 
• nit'Kt> InjrfitiiolItommiK Arwuvs's11r»s hu»*-auot tup l  rnsub t o u n » y  business I ‘a m * r n M ( I ' m  !

guarantee thJt significant numbers of 
sm.ill companies are being helped Howev­
er, support lor innovative programs anil a 
stroii); coinmttiiieiit to small business .11 
lu.uh levels can be enormously useful. 
Through special programs, a state can le­
verage its ex-sting capital ami labor re­
sources to the benefit ol small businesses. 
State support can also soften the effects of 
a declining economy 

INC. ranked the SO states in five c.itcgo- 
nes Each category—capital, labor, taxes, 
business activity, and stave .juppon-—was 
weighted to reflect its relative importance 
to small companies. Th e  scoring svstcm 
was based on a scale of 100 points, because 
most ot the experts we spoke with consid­
ered capi.'al resources and state support 
the two 1110 t critical factors, each was Riv­
en 25 points Taxes, while alwavs an area 
ot real concern, received only 10 points, 
the lowest weiRhtinfi, since taxes rarely 
plav more than a minor role 111 the invest­
ment decisions of small companies Labor 
and business activity were each wetRhted 
at 20 points to reflect their broad stgntfi- 
cance tosmallet companies Calculated by 
ibis method, the overall scores ranee trom 
K.l for Texas to .53 lor West Virginia 

Texas achieved the top overall ranking 
with an unbeatable combination ol strong 
capital resources, an effective labor lorcc, 
and a low tax burden but it was further 
aided hv a Inch level of business ictivitv 
within the state and oflicial suppoit lor 
small business California and Colorado, 
with higher tax rates than Texas, placed 
second and thud respectively, largely be­
cause of their strength 111 capital and labor 
l.aclt also received a very helpful boost 
Irom a robust economy 

louilh-rarikmg linrula scored very fa­
vorable 111 labor, taxes, business activity, 
and small bm mess support, bin appeared 
111 the bnttom I(Hnr capital resources I nr 
the other slat as scoring low 111 capital, such 
as West Virginia and Delaware, the impact 
on (lie overall ranking was olten devastat­
ing Th ev  did not compensate as well as 
I loiid.i did with strengths in other areas 

West Virginia Inr example ranked 50th 
overall and stored weakly on labor and 
business activity and nniv average in taxes 
and small business support Its ranking nl 
•Wilt ni capital resources—low lending ac- 
1 iv 11 \ ('impart (I with bank assets—com  
pounds its weakness in oilier areas Dela­
ware although Mintewliat stronger than 
West Virginia in labor and business activi­
ty, also sutlers Iroin its poor showing in 
capital Ii tanks Iasi m the capital c.ttegon 
and -1V111 overall In fact lout ol tlu live 
lowest ranking states on the summary ta 
hie ( West Vuguu.i. Delaware South e am- 
I111.1 and Alah.iinai are the weakest lour 
states tor i.ipital resources Tin. tilth state. 
Maun ranks ixih overall and also suiters 
in terms ol i.iptul

IN C  / O CTO b i It l'>s; 0 ’



Tin- in liuiTtiT nl other c.iiecnnes w hilc 
important pruvi •! less i Ic l im y c  111 .1 Mate s 
rank mg Ahli'Uiiih 7 nl tin: tcp 10 -a.ups 
li.nl m tv  l.iwif.ihli' climate*. lor lahor— 
nolv Ureuuti Oklahoma .uul Wa'.hmt’ion 
!nl not— pout pvrtornuTs in I.ihor 1 rellcct- 
me ■‘licit l.ictnrs .is Inch levels ot w ines, 
low it-\ i-l 11I ciliic.irinn .inti the strnnp pres- 
cnee ol ore.imceil lahor 11I11I not .mtoin.iti 
calk -.otter itt the overall r.mkmcs Ini.iet. 
niih tltree st.itvs shhiri; low m i.ihor— 
linii.ni.i. West Virginia. ami Al.iii.im.i—ap- 
pe 11 mi 111 tiic l'fitinm III nver.ill Other 
inch vs.ice .inti Inuhlv unionized stjres. 
swell .is O h m  Illinois M ith ic jn  .1 ml 
I'ennsv lv.mui. ;jnkcd  hicher hec.iuse ol 
stmncer shcivvnics in inner .irc.is

A i  l ir s t  d a n c e .  I ih I i . i i i . i  s r .m k  o f  42 
s e e m s  s u r p r is in c lv  w e .ik  111 r e la t io n  10

A RL’PQRT O N  THE STATES
swell niiilvsesterii iieiclihors .is Illinois .ind 

Miellic.in W h i l e  n o n e  ol these states 

ranks verv lavorahlv 111 terms 01 I.ihor or 
business acttvitv— measures hv vs Inch llli 

h o i s  ranks at the vtrv hoi t o m — Indiana 

ihstincuishes itsell hv liavinc the lowest 

taxes I per SI. (1110 ol personal ircntuc) 111 
the nation vslule Illinois a n d  Michiti.tn 

tall in the middle.

Nevertheless. Indiana p a n s  irunpanv 

I10111 Illinois a n d  M i chicun 111 small host- 
ness support activities l.hihke Viieiiican. 

lor e x a m p l e  Imliana has neither a small 

business assistance ornce nor a .•'•vi rrior s 

advisorv council 011 small business It also 

lacks a legislative c o m m i t t e e  devoted to 

small business matters, as Illinois and I I 

other states have h a d  a n d  as V states have 

n o w  a d d e d  T o  Indiana s credit, '(touch, 

us officials have recent I v s h o w n  an inter­

est 111 hnlsterinc small business capital re 
sources throueh the state s n e w  Corpora-

• io n  lo r  I n n o v a t io n  D e v e lo p m e n t  ( set; 

pace I IK II

A  c a r i iu l  e x a m in a t io n  111 th e  a c c n m p a - 

• 'v in e  ta l'le  -h o w s  m a t  e v e n  sta te s i i i . i t  

■ppear q u it e  . im i l . u  c a n  v iil le r  d r a u i.it ic . il

iv Ittii m e  runs! iisetul diseoverv m.iv he 

that each ol the u) si.ucs iia> 11% o w n  ... 1 ,.| 
'trencths T h e  M i d w e s t  .uni the N e w  I n- 

eland states tot instance are clearlv not 

'ccinc the '.itiic head', ctowtp. as Texas 

uni I ahlorni.i !’• 1 >t ? *ifii o.cious e.-n 

d i n e  vihr.ntt areas tor -.m.tti comsvtioe*

I tic re a s m  .or si a res 1 n m  er tv u ahoiir r he 

• nun- ate •• v : •••■-:.• fro

crams as m e  most npvmip. w av ■•! ctpcr.id 

tie their tiunjte !(<r small h i .mess i >. !a 

•ware tor example, maitc noiaoie .mue-.ni 

tile past ve.n w h e n  11 created : >: 1 r Htpport
v ••lories. • : iv'."tv ••••!!••.:• a ••••ct'i 1
l iv e  c o m m it !  .e  a n  j-".i-> i.iiiee  o i l ic c  .m u  a 

r m e r a r n  r c u o in in t  th e  state to  p u rc h a s e  

c o o d s . im i servic es tro rn  M t u i!  c o m p a n ie s

I TOE BEST OF SHOW
Capi tal !  Ac t i v i t y  a t  t h *  
m o n e y  c t n t n r t
1 California

2 Connecticut
3 New York 
■1 Texas
6 Massachusetts 

h Minnesota

7 Colorado

8 Illinois
9 Oklahom?
10 W y o m i n g

High inlemr.1 rains, as ihn pnsl 
couple ol years have pamlully 

stvnwn. can be catastrophic lor 

small companies. wherever Uiey 

are Generally slatPS can do 

vpry lillle to miiirjaie borrowing 

costs tor small companies Apan 

Irpm iho cost ol lands. though, 

capita' resources vary widely 

Irnm state lo slain Whai is more, 

m e  tv ; o' resources in place in 

Hie st.ae and h n w  they are being 

used can t>e critical il. like most 

companies, yours cannoi meel 

all its capil.il needs fhprelom. 

cnpiial resources, along wiih 

stale support proqrams. receive 

our heaviest overall consider- 

llion in ranking Hip stales cli- 

male lor small business 

lo see hov. m e  stales stack up

m  m r m s  ol capital resources lor 

small business. INC. looked last 

al two sets ol banking industry 

figures— total stale commercial 

bank loans as a percentage ol 

total assets, and commercial and 

industrial bank loans on a per 

cnoila basis. While these m e a ­

sures dori l loll whai types ol 

businesses are gelling m e  

loans— or even whethe- all m e  

funds are being lent w.thm m e  

stale— they usually r jliocl the d e­

gree 10 which banka are using 
meir asset bases tor aggressive 

mnoiho 10 meel m e  working capi­

tal needs ol business.

INC ipso analyzed the stales 

lor special carnal programs, 

such as direct loans, loan guar­

antees. bond guarantees, and 

slain-sponsored venture capital 

investing, in the beiml that Ihese 

can hr>ip bung capital other lhan 

working capital 10 small c o m p a­
nies Because mosi experts oe- 

tievc that even small issue indus­

trial levnnuc bones lend to 

benefit large companies and 

their subsidiaries with solid credit 

histories, wi didn't consider 

IBBs finally INC. looked al 

small business investment c o m ­

pany ICHIC) investments in Ihe 

stales on a per rapiiu basis, as 

an indicator ol Ihe rotative avail­

ability ol vcniurt* capital

California, with iis aggressive 

hanks and active SBlC.s. e mer­

ges as m e  stale wild the most 

extensive capital resources lor 

small business, a distinction il 

coriamiy would have earned 

more easily Had all sources ol 

private venture capital been in­

cluded Nexi c o m e  Conneclicut 

anrj N e w  York whose ranks re­

lied meir active banks. CHK.s. 

and the targeted capital pro­

grams in place Oklahoma arid 

W y o m m o  aren 1 usually mouqht 
ol as stams w . m  supstaneai capi­

tal resources be' b o m  c-vnelil 

from ti'gti levels til CKIC -nvesl- 

men's and per capita c o m m e r­

cial and industrial Dank m a n s  

o o u m  Carolina. West Virginia, 

ana Delaware emerge as m e  

slates wnere a 'ark ol capital re­

sources— or an u e w  -iTigness on 

m e  pan ol commercial banks lo 

lend— ooses hurdles lor growing 

small businesses for instance, 

commercial ana industrial lend­

ing m  these mree states's ane­

mic compared 10 mat m  m e  tes* 

of Hie slates I n w  levels ol bank­

ing activity within a sia'e can. ol 

course, stem irom depressed 

Irian d e m a n d  in a sio- economy, 

bui conservative banse's s e e m  

to be at least as greai a 'actor.

Laber t  Tha P l a i n t  i l a t a t  
f a t t h a  poca
1 W y o m i n g

2 N o r m  Dakota
3 Nevada

4 Kansas

5 Nebraska 

G Arizona

7 Coloiado
8 l-Jr-w 1 sinipsrure 
0  Utah

10 bourn Dakota

W h e n  a c o m e s  lo labor the 

needs o! different types ol small 

buS'nesses vary substantially 

Most companies, ol course, are 
inleresleo in keeping labor costs 

d o w n  as m u c n  as possipie Bui 

*ew can aitord lo ignore require- 

mnnis involving skill ana con­

cerns ovpr producl'vity 

m  oxamirmg labor marknis 

w a n m  each stale. INC looked al 

comparative w n q e  i‘-veis tor 

manufacturing and at c o mpara­

tive levels oi unionization which 

can be a tictor m  high wages 

Bui m  addition to laciors aiieci- 

>ng m e  once ol Moor. INC also 

compared trie slates by mveis ol 

productivity and by leve'S ol e d u­

cation a m o n g  workers 

1 c  oroduct'viiy. :ne ouesHon 

was h o w  m u c h  each worker 

added 10 int.- value pi manufac­
tured goods m  education, ihe 

percentage ol slate residents 

over Ihe ago ol 18 w e o  have 
compieieo high school w a s  c on­

sidered. although companies 

needing highly skilled employees 

might consider Ihe number ol e n­

gineering graduates 

ai m e  top oi Hie chart lor labor 

are Wyoming. North Dako'.i N e ­

vada. Kansas, and Nebraska 

A m o n g  m e  St high -.corprs h o w ­

ever, Kansas is Hie onty vt.ate 

wan tow union activity N o n e  ol 

Ihe G stales ranks a m o n g  m e  IC'D 
10 m  terms ol low w a g e s  in nil 

but N o u n  (t.ikola however. 7 3 %  

or more ol then resirlenis over 

the age ol 18 hold high Se.mol 

deorees 

(’nnrtisl perlormers m  the la­

bor category are West Virginia. 

Illinois. Indiana and Pennsylva­

nia They have work lui cos in 

which only b 2 %  lo 6 7 %  ol Ihe 

w^'kprs hotel high school de-



Such programs c.in he exiremelv valu­
able Inr bringing awareness ami help 10 
small cump.inies Bui lor states l.icinc ihtf i- 
cult economic times and declining indus­
tries. the luture mav require more special­
ised programs in the areas of capital 
resources, mb training, and technical assis­
tance—all aimed at broadening opportuni­
ties Ini small businesses

In the past, several states targeted most 
ol their initiatives at existing companies, 
through eltorts such as technical assis­
tance programs m cnniunction with uni­
versities Bui increasingly, some states— 
IVnnsvlvania. Georgia, and New York, lor 
example—appear to be highlighting new 
companies as the important thrust m their 
eronornic development efforts tach  of 
these states is directing monev into sup­
porting technology based start ups with 
technical universities plavmg kev roles 
I see page 1110) Notes Koger Vaughan, a

consultant at the Council nl State Plan­
ning Agencies in Washington, D  C  . and 
former dcputv planning director o! New 
York "States interested in distinguishing 
themselves will have in do .1 lot more in 
helping new businesses come about " 

lust as important to the small business 
climates ol manv states, though, mav he 
how well the capital and labo* needs of 
growing companies can be met A growing 
num bci nl states arc considering such 
measures as the revamping ol investment 
guidelines on public empluvee pension 
lunds and increasing the ontlavs lor tech- 
meal education Through us new Tech- 
nolngv Park Cnrp . for in .lance. Massa­
chusetts is putting up S2U milltt.u nr a 
center co funded hv indttstrv 111 order to 
trjin engineers and other technical spe­
cialists in microelectronics

Some experts are convinced 1h.11 cverv 
state vvill need tt> help tesh.ipe its work­

force to accommodate businesses P u n n E  
the next decade companies are going to 
need a greal manv tcchmcallv competent 
workers tor secmtnglv nontecltnical mbs. 
according 10 a number 01 authorities 01 i 
small business

Ii mav not he casv for public officials m 
think about helping small business u> sue It 
wavs especiallv 111 the Midwest and the 
Smith, where the emphasis has long been 
on big companies and large mantitacturing 
plants Politicians dun 1 have to learn 
how to wave I 11(11) mbs around savs Al­
exander Dmgee president ol Venture 
Founders Cnrp . .1 Waltham Mass com ­
pany specializing in assistance n> star; up 
companies Hut it s a lot harder tor them 
to make election-ve.u claims about now 
thev vc helped small companies

liru ce  I'nsncr rv an uw octttic  ed itor j t  
IN C

qrees. and all are heavily union­
ised m Ihpir maior mdiisirtes In 
addition, wages lor Illinois and 
Indiana workers nvnraoc among 
Ihe hiqhesl lor manutaclunng in 
Ihe nation

Star* xvpportt K an tvx ky  
I t f l d i  tha  b a n d w o fM

1 Kentucky
2 New York
3 Illinois
4 Calilornia
5 Wisconsin
6 Oluo
7 lielaware
0 New Jersey
9 Mississippi 

10. Kansas

Official state recognition for small 
business won't make or break 
small companies very nlten. hut 
it can give them a toosl imm 
limn tn time arm tieip create a 
IHiMtive husmess t-innate ; 10 
grams that provide reliah'o inlor- 
matmn nr lechnirnl nssci'anro 
•or example, can rave tYur-.ness 
o|rr>iaiors txilh lime and money,

iNZ :;ijrveyi‘d the fit11' .  ■ t- 
idee! 'y those trim artrtrer.' ter 
com oms of smn" companies 
through small business a s s '-. 
lance offices, ombudsmen. slate 
wine small business confer­
ences. standiui) leqisiaiive 
committees, and governiirs ad­
visory councils Nmp stales have 
created new legislative commit­
tees m the past year, bringing tnn 
number nl legislatures with small 
business com m itteeIn 2 1 Wnal 
is mnie. 13 governors have re- 
centiy torrned new advisory 
councils, bnnamg to 2!) ihe nurn- 
Per ot slates with that lorm ol 
small business supped

The number of slates commit­
ted to purchasing a specified 
portion ol their poods and ser­
vices Irom small businesses— 
usually 5% lo 15%—has also in­
creased substantially Twenty- 
five stales currently nave pro­
curement sct-nside programs, 10 
ol which were established in ihe 
past year 

Kentucky, New York, and llli- 
.01s emerge at the lop ol me 

charts lor ofl'Cial state suppod 
lor small business They am ine 
only ihioe stales in the nation 
with a lull array ol Ihe programs 
measured in IN C 's survey But 
even more nolewodhy is trial, in 
Ihe past year. 25 states have up- 
y  adcd u v ;  small business sup- 
pod activities.

The most improved slate is

Delaware, which installed lour 
new components to its small 
business support an assistance 
et'ice, an advisory council, a leg­
islative committee, arid u pro­
curement program Almost as 
impressive is New Hampshire, 
which added three programs but 
still larks an advisory rouncil.

A m o n g  the  o th e r  s la te s  d e m - 
cins'.raiinp i n c r e a s e d  supp ort a r c  
Mississippi. K a n s a s  Uhogp Is- 
lana. M a ry land , a n d  Missouri

T o » i t  In d ian a  taka x  
Ibo  im a lU i l  b i t*

1 Indiana
2 New Hampshire
3 Missouri 
4. Ohio
5 Tennessee 
6. Alabama 
7 Florida 
0 Texas 
o Arkansas 

10. Kansas

As unpleasant as taxes am to 
many small companies, their im­
pedance to a stale’s overall busi­
ness climate is seldom on a par 
with such (actors as capital and 
local resources Nevertheless,
Ihe level ot sta" and local taxes 
that businesses an*' individuals 
must pay tells something about 
whether it is possible lo operate 
and qrow in mai stale.

Since slates lax businesses so 
diliercnlly—tiy income, payroll, 
or inventory, lor example— and 
vary greatly m terms of lax ( red 
its allowed, stale officials and tax 
experts agree that any direct 
comparisons art* nearly impossi­
ble Instead, INC housed on me 
overall level ot stall* and local 
taxes as related lo each 11.000 
ol personal income—a measure 
that can la* examined on a stale- 
by-state basis By this measure. 
Indiana’s tax rate ol SDH per 
$1,00(1 was Hu* nation's lowest, 
followed by New Hampshire 
(SOD. Missouri ($03). ana Ohio 
and lennessee (bold w.ih rates 
Ol $94)

T he slate with the highest tax 
was Alaska al $368, although in 
reality nearly all ol the stale s 
rr-venue is drawn lipm tug p:i(*r- 
i jy  companies (in lad. most

Alaskans pay no state or meal 
taxes I New York, where *nd>vid- 
ua*s pay $103 per $1,000 was 
No 2 . although it has |ust en­
acted new rules tor start-ups 
(seepage iOl) Following Hr-w 
York are Ha wan and Wyoming 
(both $148) ang Massachusetts 
($139).

Such tax burdens am compar­
atively stilt Bui lax specialists 
and ccoi 'musts pomt out that 
high state (axes rarely influence 
a business decision about 
whr-mor e. start up or expand m 
a particular location--except m 
the unlikely event Inal other van- t 
abins are equal ) nr one Inmg, 
higher taxes can moan Pr-tipr 
services arid sohoo s ' you
r.«in 1() 1»fTV*£ ■»< V^'d•

gets in Now York as you r  in in 
Mississippi or Alabama, you 
don't mmd paying those high 
taxes." says a national lax part­
ner lor a ftig Fight accounting 
turn "Taxes are usually nisi 11*1 
tail." he says, ' not the gyg "

[b a d /o rd  IV Kntchum d r . a se ­
nior pefrtex at in c  . assisted m too 
P 'ro a ra iin n  ot this so rt'o n  Arnia 
Ham s a ' im a n r r  writer ana  
Caro l Holiiaay I ' r w  a tosm ess  
analyst, txvh oasoa in tlostnn, 
assisted m research an,) data 
analysis



BOOSTING SMAU. BUSINESS
jusl one 4 "-.page application in 

•30 days. according to Hauqiand. 

his oflire will provide the auaran- 

lend list ol permits needed lor 

Iht* protect The office m e n  acts 

as an advocate inr the co m p a n y  

m  rcsoivmq any difficulties with 

State aijencies.

A REPORT O N  THE STATES

OvarcomJnq m l  
a n f l b u i i n a i i  b t a i
Trip idea ol Mates cutting red 

tape tor development permits 

ana business H  enses is nothing 

i'"w cut Oregon has added 

■.time creative wrinkles to over- 

i nine a nagging notions.',riess 
icpijiation 

Aniigrowth sentiment w a s  so 

• tri'rig .e, Iroqon doring the 

H / O s  teat tnen-qovernor Tl om- 

.is Met .all once dumped. " C o m e  

vsit us. out tor God's sake, den t 

stay'" That line w a s  apparently

delivered in test out Oregon, 

reeling from the construction in­

dustry slttmc, which has shut 

d o w n  mo.,t ol its lumber mills, is 

still working overtime to convince 

business that the stale wants di­

versified growth and |obs

( o m p a m e s  interested in doing 

business in Oregon were con­

cerned about m e  need to obtain 

environmental and other permits, 

so m e  stale decided lo copy 

neignporing Washington and in­

stitute a one-stop" center, 

wnere information on all require­

ments Inr permits could be o b­

tained "Oregon b e c a m e  the 

second state in the country to 

apply Ihe one-slop concept." 

says Paul Hautiitind. manager ol 

Oregon s Ollice ol Slale Regula­

tion Assistance. Mnugland head­
ed Washington's pioneer pto- 

giarn and w as hired a way by 

Oregon, where ho has carried 

Ihe idea m u c h  further.

Last year, legislation w a s  

passed lhal. in ellecl, gives busi­

nesses a regulatory gu irantce 

"We'll look al your proiecl and 

toll you evci"y permit and license 

you re going to need." explains 

Haugiand "If il turns oul lhal w e  

Slipped up and forgot one. il s on 

us rou don't have to gel it."

S o  lar. the ollice hasn'l missed 

a peimil. so Ihe legal question ol 

wrtal would happen il so m e o n e  

sued lo block a proiecl because 

ol a lorgiven license has nevor 

been resolved. Bui nr one ques­

tions the merits ol allowing a 

business lo find oul about nil ils 

permits al once.

Any c o mpany planning to sol 

up shop in Oregon n o w  fills oul

Panc i on  f und  i t a p i  In
Late last year. G'avdcr. Webb, 

president ol G. D  Ritzy s Inc . 

wanted to expand his lledglmg 

last tood restaurant business, 

headouadered in Columbus. 

Ohio W e b b  a former v» e-prcsi- 

deni tor trnnc.hise sates at W e n ­

dy s International Inc.. the hignly 

successful hampurqer chain,

■was eager to qrow peyond his 

t vo outlets m  the Columous 

area, but doing it with a lot ol 

deoi would not be easy Forlu- 

naieiy lor Webb, ne rlidn t have 

to His c ompany received a $2 

million equily investment— and 

Irom a very unlikely source the 

Public Employees Retirement 

System ol Ohio (PEMS)

In exchange lor 4 0 %  ol ils 

slock, G  D  Riley's b e c a m e  ihe 

56 6 billion P E R S s  tirsl small 

c o m p a n y  investment since Ihe 

Ohio legislature liberalised in- 

vestment guidelines earlier in 

l‘)B I PEHS, like most ol Ihe na­

tion's public employee lunds, 

had previously been governed 

by statutes limiting investments 

to larger, publicly traded c o m p a­

nies Thus, most ol 4s invest- 

menls were in highly rated rlebl 

ol big companies, s o m e  ot which 

were based outside inn state 

Under the n e w  guidelines, ihe 

Ohio lurid is n o w  authorized to 

pul 6 %  ol ils asseis—  or up lo 

S3?5 million— mto any partner­

ship. proprietorship, or corpora-

tion that is  e ither b a s e d  -n tttu 
stale or n a s  naif o t its a s s e t s  or 
e m p lo y e e s  th e re  "Pension 

lu n d s ."  nays  H e b e r t  M cb u u q h tin . 
a P E R o  in v e s tm e n t o liir .e '. " ra n  
s tep  m  to fill t>-i* t-n a n cin g  gap to 
the  P ene lil e f i r e  lo ca l e e o n u rn y  
anti m e  p e r fo rm a n ce  ot tre 
fund  " While a m a y  take  a white  
Inr P U R S  to  Im d a p p ro p r ia te  in ­
v e s tm e n ts  m  t m e  it c o u id  Put 
m o n e y  into  d o z e n s  o! ( O :.o  b u s i­
n e s s e s  a n d  g e n e ra te  io n s  m ere  

Other s ta te s  s e e m  to b e  lot- 
lo w in g  i Jh io  s  .e n d  in ar. m in d  to 
i.rect new '.a r.l.i ii.10 i-mi igmg 

co m p a n ie s ,  M eiqnborrnq  Miofli- 
gar. lor e » a m c ie .  n a d u  s ca r r e d  
trom  Ihe t iro io n g e u  s lu m p  m  tne 
au to  industry, re ce n t ly  a d o p te d  
legislation perm itting  s t .v e  p e n ­
s ion  turtds to p u t u p  to i)%  o l its 
56 7 billion M a te  E m p io v e e s ' 
fund in M ich ig a n  sm all cnmpa- 

nicts a n d  v e n tu re  capnai larns.

From Ivory  f owa r  
to marba fpTaca
Pennsylvania w as a pioneer in 

acknowledging the importance ol 

technology transfer w n e n  a cre­

ated the Pennsylvania Technical 

Assistance Program (Penn TAP) 

m  1065 The program Imred Ihe 

slale s small business c o m m u n i­

ty to existing academic re­

sources fJow the state nas be­

gun lo carry its roie as business 

problem-solver one slop further 

later this year, a n e w  state- 

supported program caned the 

Ren franklin Partnership will gel 

under w a y  with SI million ot slate 

lunds. lo be maicned by an 

couai amount ol private money. 

Pennsylvania s idea is to lurttter 

leverage university resources, 
which are already ponging tech­

nical assistance to smalt busi­

nesses. to assist entrepreneurs 

in product commercialization and 

applied research 

PunnTAP. based al Pennsylva­

nia Slale University, at University 
Park, ban already earned its 

spurn with m a n y  smaller c o m p a­

ny s, in which lack ol researcn 

facilities and personnel can 

m a k n  even a small technical 

problem loom very large I N  

nendak' Harper Jr piesident ol 

American Micrographics C o  in 

Pittsburgh, lor example, k n e w  ho 

w as wasting lots ol silver irom 

Ihe Itlm plates he uses in his 

business hut didn I k n o w  il it 

would be economical to recovnr 

il PennlAP introduced him to 

Penn Stale researchers, w h o  

showed him h o w  to recsum the 

silver while complying wilh feder­

al environmental rules 

Pennsylvania is not the only 

stale wilh this type ol incubator 

program Georgia and Tennes­

see ate a m o n g  the others mat

have built small business pro­

grams around their universities, 

the result, says Reuben I larns. 

director of the C-cnicr lor industri­

al Services al the University ot 

Tennessee, is that "businesse. 

can get the help they need, and 

ivory tower p'otassors get real- 

world experience "

Pennsylvania s Ren Franklin 

Partnership will operate Irptn re­

gional centers around the state. 

Rut instead ol dealing only wilh 

technical problems, as PennTAP 

does, it will develop ways lo 

m o v e  n e w  ideas Irom m e  labora­

tory to the marketplace The 

stale r opes ihe n e w  program will 

help create qrowin in advanced 

technologies, such as rotiolics. 

biotechnology, and magnetics, 

as a m e a n s  ol offsetting declines 

hi Pennsylvania's older industrial 

base.

A I r t t h  approach  fa  capi ta l
M o  matier where an enierprise is 

based, finding equity capital Inr 

growth is often one ol Ihe tough­

est problems an entrepreneur 

laces Private venture capitalists i 

pul m o n e y  in lew denis, arid lew 

slates are veiling to expose pub- i 

lie lunds to high risks Bui even 

in the fiscally conservative Mid­

west. Indiana seems to have 
lound 0 w a y  to bring a n e w  

source ol venture capital lo Ihe 

slale s small companies i

Indiana's n e w  Corporation lor t 

Innovation Development (CIDl, 

authorized last year by Ihe legis­

lature. will be capitalized by pri­

vate investors, w h o  gel a cred­

it— 3 0 %  ol Iheir investment—  

against their stale taxes While 

granting tax credits m e a n s  lh.it 

Indiana will give up s o m e  revn- ,

nut; initially. Licuicnnr t G o v  

John Mulz points ou'. that the a >  i 

proach allows Ihe slale lo ' lever­

age additional pnvaie investment 

wnite leaving venture capital in- i 

vestment decisions in m e  privale 

sector." II Ihe enterprises are 

successful. Ihoy wilt pay taxes 

Indiana expects CID to draw nl 

least million oi private lunds, 

primarily horn m e  slalo s com-
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m n rc 'A l b a n k s  in s u ra n ce  c o m -  
p a riie s. utilities. a n d  m a n u fa c tu r ­
e r s  T h e  co rp o ra t io n ,  w h ich  will 
e v e n tu a lly  p a y  in v e s to rs  Indiana 
s ta te  tn *  e x e m p t  d iv id e n d s , 
c o u ld  m a k e  its first in ve s tm e n ts  
h y  m e  e n d  o l  th e  y e a i A n d  while  
it is  to n  s o o n  to  s a v  w h o m  m e 
rn. ic o y  w.a a ctua lly  n o . M arion  C  

n r n  t I D 's  p re s id e n t  a nd  
•. or e x e c u t iv e  n ru ce r  ot turn- 

•cins l_nrjino C O  lh C o ld d lP U S ,
■ c '••tvs c m  is particularly in- 

• ••-.i.ti in landing enterprises 

that a m  devismq productivity im- 

; K iv e m e r i l  technologies to assist 

r-Mnu'nciisrinq inaustnes, such 

us auto arid steel
1 tw D D  must pul its more 

-y i.to Indiana start-ups and n o w  

federally licensed srna'i business 

investment companies Dietrich 

reports lhal the corporation atso 

p u n s  to participate m  leveraged 

buy outs

In r.toalinq CID, Indiana toms 

Connecticui and Massachuseits. 

a m o n g  a lew other stales, in de­

veloping programs to m a k e  

m o m  venture capital available. 

Since its establishment in 19/2, 

thr> Connecticut Product Devel­

opment C orp ICPDC) has c o m ­

mitted about $5 3 million to fi­

nance prodtici development tty 

39 companies within the state. 

W h e n  these businesses bring 

products lo market. C F D C  claims 

a royalty, which in 1981 amount­

ed lo $219,000. S m c e  19/9, 

meanwhile, the Massachusetts 
Technology Development Corp 

iMTOC) has invested about $3 7 
millionth 10 businesses, helping 

it says, to m a k e  available an a d­

ditional 11-1 million in capilal lor 

inp companies Irom privale 

sources.

''Privalo venture capitalists 

.linn 1 geared lo high-risk invest­

ments," says Fred Schmid, pres- 

idem cl Crystal Systems Inc . a 

Salem, M a s s  . c o m p a n y  that re­

cently truck oul m  its etlons to 

attract private equity investors 

Crystal Systems produces mdtm- 

Inal synthetic sapphire crystals, 

but il needed n e w  capital lo de­

velop a silicon product lor c o m ­

mercial pholovnttaic applica­

tions. Although privale vcnluro 

capitalists kept saying no, M f D C  

agreed Id lend Crystal Systems 

S290.CPG lor seven years, in the 

belief that a market will eventual­

ly develop lor Ihe product.

Whai is more. M l  DC's loan 

enabled Crystal Systems to gel a 

larger credit line Irom as bank 

and ano’ iftr 1900.000 in Innq. 

term d  iol Iron another lender. 

"MTDx.'s inve ament showed 

confidence at the business at a 

critical lime." Echmid says

. . k*j At,

vv- /. /

' it uixum*
i at-h v i s  " |

THa antai-prising ( t o t a l
While Ihe Reagan Admirostra- 

t'on's controversial proposal to 

create urban enterprise zones in 

depressed areas is sMl being 

considered by Congress, a lew 

slates are taking matters into 

m e n  o w n  nanus. Regardless of 

what hnatty happens in vVasnmg. 

Ion. Connecticut has passed en­

abling legislation lor its o w n  

biand ol enterprise zones This 

tall it will decide winch ol Ihe 

slate's economically depressed 

communities will be the nev en­

terprise zones.

Other states, including Virginia 

and Kentucky, have ineir o w n  

enabling legislation, and slill 

more are looking al enterpnso 

zones lo stimulate business and 

employment Connection s pro­

grams. lor example, wilt oiler 

companies state and local piep- 

erty tax retiol. as well as i  1.000 
grants lot each • tb created 

Whai seems to distinguish C o n­

necticut S plan Itom those being 

developed elsewhere is its locus 

on small businesses 

Gocrt an orientation wasn't ac­

cidental " W e  re interested in 

overall developmenl ol the 

zones," says John J Carson, 

Connecticut's commissioner ol 

economic developmenl, "so 

w e  re tarneling small and medi­

u m  sized businesses "

M a n y  have criticized the ledor- 

al enterprise zone plan because 

it would primarily tionetii large 

corporations mat can use lax 

wnto-otls Instead ol stimulating 

n e w  business this might merely 

le ad to shifts ol corporate assets 

(rom one side ol town lo another 

Such concern has ted small busi­

ness advocates lo suggest that 

any lax credits be m a d e  rotund- 

abte, lo ensure lhal they are use- 

(til lo n e w  and small businesses 

n u e d m q  cash H o w  more m a n  lax 

benefits 

While Connecticui didn't opt 

(or refundable crodzs, il did es­

tablish a n e w  $ 1 million loan lurid 

lor small companies operating 

within m e  zones. Tito fund will 

lend a c o m p a n y  up to 2 9 %  of its 

lixod or working capital, up to a 

m a x i m u m  ol S 'UO.0 00 lor m a n u­

facturing concerns and $90,000 

lor retailers II will lend Ihe m o n ­

ey (or seven sears at one per­

centage point higher m.tn m e  

rale ot the state s most recent 
general obligation bong ottering 

Connecticut s enterprise zone 

legislation win a so -issir.l small 

companies w a n  a unique mb- 

voiji ner system designed to re­
duce m e  cost o* finning qualified 

workers The state labor depart­

ment will determine which work- 

disqualify *or m b  credits either 
as zone residents or u n d e r bin 

guidelines dl m e  tenetat t,om- 

prer tensive t " pii.iyirien! Training 
Act f' i ! \) ' se .v'.g quali 

fy turn vouchers over to m e  zone 

employer w h o  turps them says 

Carson. thus saving sm-tii c o m ­

panies the sometimes netty cost 

ol screening employees

Go ing for  q ro w t h  
i n  j o b  t r a i n i n g
Job training programs m a y  be 

coming ol age with n n e w  oro- 

gram in Arizona mat targets 

lunds lor employment in such 

high-growtn industries as elec­

tronics and aerospace Arizona 

is taking an approach that is dif­

ferent frnrn sucn states as North 

arid South Carolina, Georgia, 
and Alabama, where lob-baining 

programs nave been ottered lo 

aimosl any c o m p a n y  willing to 

set up shop m  m e  state— even 

w nen m p  tubs are in sucn declin­

ing domestic industries as tex­

tiles and fumeure making To 

minimize unemployment prob­

lems d o w n  the road. Arizona s 

Ollice >'t Economic f'tanemg and 

Development tr.es to neip only 

those employers lhal ate apt lo 

generate growtn 

The stale conducted a minor 

study titled "i 'cportuniliPB in Ari­
zona lor fjui'piiers ol High Tech­

nology Manufacturers ’ which 

amounted to a series o' market 

studies lor a number ol indus­

tries M o w  Arizona can otter |ob- 

training subsidies ol up lo 9 0 %  

ol w ages lor six months to indus­

tries in the stale showing m e  

greatest growth potential

'We're trying to avoid training 

people lor deao-end tobs, says 

Alton Washington. Ihe stale's 

m a npower program manager.

He  reports mat m  m e  program's 

first year ot operation, tl.000 

(topple have been or are being 

trained by n e w  programs.

Daily indications point Id satis- 

taciinn on Ihe pan ol Ihe employ­

ers. Comtec E c o n o m a k o n  Inc. 

mr instance, a maker ol electron­

ic quartz crystals, is u u m q  m o  

pro (ram to tram 200 employees 

inf agstatt "II look Ihe stale 

only eight weeks lo accept our 

application tor training assis­

tance," says Dave uonvery, gen­

eral manager

A ( h IB  In t a x  I n can t i v a*
While most state legislatures 

seek ways to stimulate business 

thrriugn an ii'tav nl tax incen­

tives. M e w  York has a sharper 

li >rus I nqer to spur develop­

ment ot n e w — particularly h.gh- 

mi.nnr.noqy — companies. N e w  

York this year began exempting 

investors in n e w  bur messes trcm 

capital g a m s  tax payments as 

long as their m o n e y  is held m  a 

co m p a n y  lor at least si« years 

t ii*_* slam nas also granted 4s 

•">% investment tax credit and its 

n e w  1 0 %  research ants develop­
ment investment ta« c'egit to 

n e w  concerns These measures 

arc meant to provide w m m g  in­

vestors and greater casn (tow m  

Ihe early years rZ .a business 

Whether the poscy wnl have as 

intended impact w o n  t be appar­

ent t.jr s o m e  lime The first in­

vestment t,a.x cred.l refunds w o n  t 

c o m e  until next year, and m e  

r.apn.ai g a m s  exemption w o n  I 

c o m e  mlo p9ay lor lotir years, 

w n e n  a portion ol it be c o m e s  

available But an intense lobby­

ing utton by the National Federa­

tion ot independent Business to 

have b o m  measures apply tn all 

small companies suggests mat at 

least s o m e  people btreve mese 

measures could tie Significant 

spurs to investment 

tn September 19UI, California 

dropped m e  capita: g a m s  tax cn 
long tptm invesimo..;; in all small 

independent businesses— ex­

cept m o s e  dealing m  in"aihie as­

sets. sucn as g u m s  and collect- 

dries N o  concrete results are yet 

evident, but Michael Kiesennick,

‘ . i i  iiridu ' Tf I

direr.lor ol Calilornta's Ollice ol 

Economic Policy, says. "I've got­

ten hundreds ol rails h u m  law­

yers and accountants " Kiescla- 

rurk plans lo conduci n survey 

this lull lo see h o w  ihe California 

exemption ol capilal g ams lor 

ne w  small businesses has affect­

ed investment decisions.

David I in lortt. a New ion< O.V- 
based Treeianco wnter. assisted 
in inn preparation ol this secium 
Counsel lor Community Develop­
ment inc . a C.mHinauc M i s s . 
consulting hrm, coninQutcd 
material
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H C R  3 7 a m

R E L A T I N G  T O  A N  E C O N O M I C  D E V E L O P M E N T  P O L I C Y .  

S P O N S O R :  H A Y E S ,  E T  A L

R e s o l v e s  t h a t  t h e  L e g i s l a t u r e  e n c o u r a g e  i n v e s t m e n t s  a n d  d e v e l o p m e n t s  

i n  A l a s k a  b y :

a s s i s t i n g  i n v e s t o r s  in  e v a l u a t i n g  p r o j e c t  f e a s i b i l i t y

i d e n t i f y i n g  c o n s t r a i n t s  to  e c o n o m i c  d e v e l o p m e n t  a n d  w o r k i n g  

to s o l v e  p r o b l e m s  c r e a t e d  b y  t h o s e  c o n s t r a i n t s

p r o v i d e  a s t a b l e  t a x  a n d  r e g u l a t o r y  c l i m a t e

e n c o u r a g e  " v a l u e - a d d e d "  p r o c e s s i n g

o f f e r  e c o n o m i c  d e v e l o p m e n t  i n c e n t i v e s

c o n t i n u e  a n d  e x p a n d  m a r k e t i n g  a n d  p r o m o t i o n a l  p r o g r a m s  

e v a l u a t i n g  l o n g  t e r m  c o s t s  a n d  b e n e f i t s  o f  p r o j e c t s  to t h e  s t a t e

R e q u e s t s  a n  a n n u a l  r e p o r t  b y  t h e  G o v e r n o r  i n d i c a t i n g  p r o g r e s s  b e i n g  

m a d e  in  i m p l e m e n t i n g  t h e s e  p o l i c i e s  a n d  s u g g e s t i n g  l e g i s l a t i o n  t h a t  

m i g h t  a c c o m p l i s h  t h e  g o a l s  o f  t h i s  r e s o l u t i o n .
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S e n a t o r  F a h r e n k a m p ,  C h a i r  
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S e n a t o r  P. F i s c h e r
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C A L E N D A R

H C R  31. R e l a t i n g  to p r o t e c t i o n  a n d  p r e s e r v a t i o n  of  th e K e n a i  
Riv e r.

SB 43 A n  A c t  g r a n t i n g  h o m e s t e a d s  to A l a s k a  c i t i z e n s ;  a n d
p r o v i d i n g  f o r  an  e f f e c t i v e  date.

SB 102 A n  A c t  r e l a t i n g  to h o m e s t e a d s ;  a n d  p r o v i d i n g  for  an
e f f e c t i v e  date.

HB 130 A n  A c t  r e l a t i n g  to h o m e s t e a d s ;  a n d  p r o v i d i n g  fo r an
e f f e c t i v e  date.

H C R  37 R e l a t i n g  to an e c o n o m i c  d e v e l o p m e n t  p o l i c y .

H C R  27 R e q u e s t i n g  th e  s t a t e  to c o l l e c t  a n d  u s e  i n f o r m a t i o n  on
t r a p p i n g  fo r  l a n d  u s e  p l a n n i n g  a n d  l a n d  d i s p o s a l .

R e p r e s e n t a t i v e  F r i t z , s p o n s o r  o f H C R  31, e x p l a i n e d  w h y  the 
r e s o l u t i o n  is n e e d e d  a n d  u r g e d  its p a s s a g e .

HCR 31

S e n a t o r  G i l m a n  s u p p o r t e d  t h e  bi ll,  a n d  p o i n t e d  o u t  t h a t  th e 
r e s o l u t i o n  w i l l  n o t  s o l v e  th e  p r o b l e m s  o f  t h e  K e n a i  Ri v e r ,  b u t  
w i l l  m o r e  s u c c i n c t l y  i d e n t i f y  them.
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T h e r e  w a s  d i s c u s s i o n  o f  f i s c a l  n o t e s ,  t h e  n e e d  f or  a S e n a t e  
l e t t e r  o f  i n t e n t ,  a n d  r e g u l a t o r y  po wer .

J a y  H o g a n , d i r e c t o r  of  t h e  O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  
G o v e r n m e n t a l  C o o r d i n a t i o n ,  s a i d  t h e  A d m i n i s t r a t i o n  s u p p o r t s  the  
r e s o l u t i o n  a n d  s t a t e d  t h a t  n e c e s s i t y  w o r k  c o u l d  b e  d o n e  b e t w e e n  
d e p a r t m e n t s  w i t h  e x i s t i n g  funds.

R a n d y  B a y l i s s , D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n ,  
s u p p o r t e d  t h e  i n t e n t  o f  t h e  r e s o l u t i o n .

S e n a t o r  F a h r e n k a m p  s a i d  the- b i l l  w o u l d  b e  h e l d  u n t i l  M o n d a y ,  
6/13.

HB  130, S B 43, a n d  SB 130

S h a r o n  B a r t o n , D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s ,  e x p l a i n e d  h o w  a 
h o m e s t e a d  p r o g r a m  w o u l d  f i t  in w i t h  c u r r e n t  l a n d  d i s p o s a l  p r o­
g r a m s  o f f e r e d  b y  th e  State. Sh e a d d r e s s e d  t h e  p r o v i s i o n s  o f  the  
p r o p o s e d  c o m m i t t e e  s u b s t i t u t e  f o r  HB  130, a n d  r e c o m m e n d e d  a 
l o t t e r y  b e  u s e d  to l i m i t  t h e  n u m b e r  o f  s t a k e r s  in s o m e  are as .

D o u g  W o o d b y , A l a s k a  E n v i r o n m e n t a l  Lob by , e n c o u r a g e d  s t u d y  of  
w h e t h e r  a h o m e s t e a d  p r o g r a m  is n e c e s s a r y  an d  u r g e d  a r e s t r i c t i o n  
on c o n v e y a n c e  to  l i m i t  s p e c u l a t i o n .

H C R  37

D a v e  G r a y , R e s o u r c e  D e v e l o p m e n t  C o u n c i l ,  s u p p o r t e d  th e  r e s o l u­
tion.

S e n a t o r  S t u r g u l e w s k i  m o v e d  to  r e p o r t  H C R  37 o u t  of  c o m m i t t e e ’w i t h  
i n d i v i d u a l  r e c o m m e n d a t i o n s .  Th e  m o t i o n  p a s s e d  w i t h o u t  o b j e c t i o n .

H C R  27

S e n a t o r  F a h r e n k a m p  s a i d  H C R  27 w o u l d  be h e l d  o v e r  u n t i l  M o n d a y .  

The  m e e t i n g  w a s  a d j o u r n e d  a t  4: 0 0 p.m.
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