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Interim Report of the
Joint Subcommittee Studying

Economic Development
(HJR No. 132)

TO

The Governor and the General Assembly of Virginia
Richmond, Virginia
March, 1987

TO: The Honorable Gerald L. Baliles, Governor of Virginia,
and

The General Assembly of Virginia

INTRODUCTION

The following resolution, House Joint Resolution No. 132, agreed to during
the 1986 Session of the General Assembly, requested that a joint subcommittee
be established to conduct a two-year study on the economic development
activities and needs of the Commonwealth.

HOUSE JOINT RESOLUTION NO. 132

Establishjng a joint subcommittee to study the Commonwealth·s spending and
support for promoting tourism and economic development and to study
the laws of the Commonwealth relating to economic development.

Agreed to by the House of Delegates, March 7, 1986
Agreed to by the Senate, March 6, 1986

- WHEREAS, economic development and expansion are of primary
importance to all residents of the Commonwealth; and

WHEREAS, cUITently there exist many departments and divisions
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within the structure of state government that are charged with the
responsibility of enhancing economic development and overseeing appropriate
economic expansion; and

WHEREAS, these· programs are meant to encourage, stimulate and
support the development and growth of new industries in the Commonwealth, as
well as the expansion of industries already existing in Virginia; and

WHEREAS, the laws governing economic growth and development are
extensive and encompass a magnitude if issues affecting the future of the
Commonwealth and its citizens; and

WHEREAS, tourism is the second largest industry in Virginia,
generating over $ billion in travel expenditures'and providing direct employment
for nearly 91,000 individuals; and .

WHEREAS, Virginia's growth and the prosperity of her citize~ has
been achieved at least in part by. the Commonwealth's economic development;
and

WHEREAS, Virginia's tourism industry and economic development have
been a result of Virginia's scenic beauty, historical significance, excellent
transportation facilities and location, government philosophy, sound fiscal
policies, and the education and character of her citizens; and

WHEREAS, the Commonwealth has encouraged tourism and economic
development by promoting Virginia to individuals in other states as well as to
economic development prospects through the world; and

WHEREAS, there has been an increasing amount of competition among
the states for the tourism dollar and for attracting economic development to
provide employment~ higher incomes and an improved standard of living; and

WHEREAS, since tourism and economic development are vital to the
growth of Virginia's economy, it is important to review and evaluate how much
Virginia spends on promoting tourism and economic development to determine if
the level of support is appropriate in today's environment; now, therefore, be it

RESOLVED by the House of Delegates, the Senate concUrring, That a
joint subcommittee is established to review the laws of..the Commonwealth
relating to economic development; to assist the Governor, regarding economic
development activities and needs; to study the Commonwealth ts spending and
support for promoting tourism and economic development; and to oversee a
study to be prepared by the Department of Plannjng and Budget that makes
recommendations regarding but not limited to the following topics:

1. The promotion of expansion of existing Virginia businesses and
industries, and recruitment of out-of-state businesses and industries to locate
fucilitresmV~; .

2. The means by which Virginia might expand markets~ both domestic
and international, forV~ products and agricultural commodities;

3. The consolidation of export pro~otion responsibilities within state
government;

4. The advisability of creation of additional foreign and domestic
economic development offices for the Commonwealth;

5. The organization and expansion of trade missions;
6.' -Tne airiount of funding the Commonwealth provides for ·tourism

and economic development and the distribution of state funding between these
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two areas; and
7. The establishment within the Department of Economic

Development, of a federal procurement officer responsible for matching the
purchasing needs of the federal government with appropriate Virginia vendors
and suppliers.

The joint subcommittee shall be composed of eleven members,
consisting of four members of the House of Delegates to be appointed by the
Speaker, three members of the Senate, to be appointed by the Senate
Committee on Privileges and Elections and four members to be appointed by the
Governor. The joint subcommittee shall meet at such times as may be
designated by the Chairman. . .

The joint subcommittee shall complete its work on or before November
15, 1987.

All direct and indirect costs of this study are estimated to be $44,820.

The resolution provided that the subcommittee would be composed of four
members of the House of Delegates, three members of the Senate and tour
citizen members. Legislative members appointed to serve on the subcommittee
were: Delegate Alan A. Diamonstein, the sponsor of the resolution; Delegate
Vincent F. Callahan, Jr.; Senator Elmo G. Cross, Jr.; Delegate Franklin P. Hall;
Senator J. Granger Macfarlane; Senator Elliot S. Schewel; and Delegate Franklin
M. Slayton. The Governor appointed Mr. C. Phillip Barger, Mr. James A. L.
Daniel, Mr. Toy Dixon Savage and Mr. Brian J. Wishneff to serve as citizen
members on the subcommittee. At its first meeting, the subcommittee elected
Delegate Diamonstein to serve as Chairman and Senator Schewel to serve as
Vice Chairman.

BACKGROUND

The General Assembly stressed the importance of economic
development to Virginia by its passage of two study resolutions during the 1986
Session. This interim report of the subcommittee studying economic
development pursuant to House Joint Resolution No. 132 will be followed by a
final report upon the completion of the subcommittee's work. The
subcommittee established pursuant to House Joint Resolution· No. 13 has
submitted its findings and recommendations on promotion of tourism and its
relatioDsliip with economic development to the Governor and the 1987 General
Assembly in House Document No. 21.
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Economic development has become increasingly important not only
throughout the Commonwealth of Virginia but also across the United States.
States, and different localities within a state, often compete for the same
industry. New industry promises increased revenue and job opportunities which
enhance the economy of the area.

1986 FINDINGS AND ACTIVITIF.S

The subcommittee met foUr times during 1986. During the
deliberations of its first meeting, the subcommittee agreed to concentrate on
economic development and any improvements which may be needed to promote
economic development in the Commonwealth. A comparison of Virginia and
other states· would be reviewed and the expansion of existing businesses,
attraction of new industries and the needs of small businesses examined. The
subcommittee also decided that tourism, the topic of a separate study pursuant
to House Joint Resolution No. 13, would not be a focus of-this study.

The Department of Economic Development briefed the subcommittee
on various aspects of economic development in Virginia and responded with
written materials and oral presentations to the questions of the members. In
December, the subcommittee reviewed the results of a study by the Department
of Information Technology on the organization and management of the
Department of Economic Development and Phase I of a report by the
Department of Planning and Budget on economic development activities in
Virginia and other states. The report by Ute Department of Planning and Budget
has been reproduced in its entirety as Appendix I.

A comparison by the Department of Economic Development of Virginia
and the neighboring states of Maryland, North Carolina, South Carolina,
Kentucky, Georgia and Tennessee concluded the following:

• Virginia's growth rate exceeded the growth rates of all other states
except Georgia in total employment, manufacturing employment and
service industry employment from 1979 to 1985.

• Virginia had the highest growth rate in per capita personal income from
1979 to 1985. Virginia's level of per capita personal income was second
to Maryland in 1985.

• Virginia had the lowest unemployment rate over the period until 1985.
Both Maryland and North Carolina had unemployment rates below
Virginia's in 1985.
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• Virginia's growth rate between 1979 and 1985 in total nonagricultural
employment, including manufacturing, was 15.70/0, the second highest in
the region. This translates to 322,100 new jobs.

• In manufacturing employment, only Virginia, North Carolina, and
Georgia registered positive growth rates. From 1979 to 1985, Virginia
added 9,500 manufacturing jobs; North Carolina added only 100, while
Georgia added 25,800.

• Virginia was second in: the region in the creation of service sector jobs,
adding 154,100 wo~kers between 1979 and 1985.- By comparison,
Maryland created 129,300 jobs; North Carolina, 95,500. Georgia led all
states with 223,800 new service jobs created.

Tables 1 through 6 illustrate this information through graphs prepared
by the Department of Economic Development.

The Department also presented to the subcommittee an analysis of the
marketing and business development staffs, the industrial development budgets
and certain incentive programs of Virginia, Florida, Georgia, Kentl:~ky,

Maryland, North Carolina, South Carolina and Tennessee. The graphs and charts
prepared by the Department of Economic Development in Tables 1 through 14
compare Virginia with these other states.

The Department of Economic Development and the Department of
Information Technology both conducted an assessment of the personnel needs of
the Department of Economic Development (DED). Both assessments concluded
that DED needed additional staffing and funding.

The Department of Information Technology (DIT) found evidence of
insufficient funding to effectively maintain service levels in certain programs.
Other programs lacked funds to develop new initiatives or to expand. DIT
suggested adjustments to the organizational structure and staffing level and
recommended funding necessary to support these changes. Seven major issues
where specific actions are needed to improve the effective and efficient
functioning of the Department of Economic Development were identified. They
were:

• Management -- A Deputy Director should be appointed to implement
the major managerial functions for the entire Department. The Deputy
Director would be responsible for the development and review of all
internal policies and procedures as well as the review of all
programmatic areas to ensure that programs are functioning

.. effectively and are consistent with .changing needs.

• Organizational Structure -- DED should be organizationally realigned
into four major segments -- Director's office, administration division,
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UNEMPLOYMENT RATES
Average Annual Rates for 1979 - 1986
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Table 8

MARKETING/BUSINESS DEVELOPMENT STAFF COMMITMENT

STAFF PER
STAFF MILLION POP. RANK

VA 19 3.3 8

FL 48 4.2 6

GA 28 4.7 4

KY 13 3.5 7

MD 34.5 7.9 1

NC 45 7.2 2

SC 15 4.5 5

TN 23 4.8 3

Prepared by DED
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Prepared by DED
-15-



J\J
t1
CD
to
Pl
t1
(1)
~

tT
"<
tJ
t!j
t:1

c; ••-------

I. D. BUDGETS FY 1986-87

$ 10 Millions

...
1'\

8

6

4

2
TN GA FL NC KY SC VA MD

t-3
s»
CT
f-I
ft)

.....
o

NOTE: Does not include Advertising &11dustrial Training
. ----_.



Table 11

ID BUDGET FY 1986-87*
(MILLIONS) ID BUDGET/PERSON RANK

VA $ 3.9 $ .68 1

FL $ 6.6 $ .58 8

GA $ 7.1 $1.19 4

KY $ 4.8 $1.28 3

MD $ 3.1 $ .71 6

NC $ 5.7 $ .91 5

SC $ 4.4 $1.33 2

TN $ 8.7 $1.83 1

• Budget does not include advertising, industrial training or
pass-through amounts.

Prepared by DED
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SPECIAL DISCRETIONARY FUND

Table 14

VA No

FL No

GA Yes - $ 2.5 million
has not been used for
economic development

KY No

MD No

NC Yes - Several hundred
thousand dollars

SC Yes - $250,000 CDBG funds
+ additional funds

TN Yes - Has not been used for
economic development

Prepared by DED
-20-



tourism division and industrial development divisioD.

• Administrative Support -- (i) A Division of Administration should be
established. The Director of the Division would be responsible for
directing and providing the following support functions: management
information systems/computer services, budget and finance, media
support services, mail/transportation services and facility and
equipment maintenance. (ti) An Employee Relations Office should also
be established and an Employee Relations Director appointed. .(iii) A
Budget and Finance Office should be established and charged with the
responsibility of fiscal activities. The DIT report also recommended
that duties among the budget manager, secretary and accountants be
reassigned to balance the workload with critical requirements.

• Automation -- Computer programs should be developed to fully utilize
the mini-computer system by automating departmental operations. In
addition, the OIT report recommended that an information
management plan encompassing all organizational entities be developed
'and that a systems engineer and a computer operator staff the
management information system section.

• Public Affairs,. Policy and Governmental Relations Office -- This
Office should be established to handle the following functions:
coordinate legislative activities; conduct economic policy analysis and
prepare issue papers; disseminate economic statistics, public
information and media news; coordinate speech writing assignments
and special projects; plan and direct meeting planning and logistics for
the Department; and manage the gift program.

• Resource Sharing -- Appropriate resources such as slide libraries,
processing equipment, and vehicles should be co~ined and shared by
all departmental programs. Graphic and audio-visual services should
be combined into a media support section. Policies and procedures for
resource sharing between programs should be developed and
implemented. A comprehensive relocation plan including the steps for
transition, renovation plans and fund resources for site preparation
should be developed and implemented to fully prepare for the move to
the Washington Building.

• Program Expansion -- (i) Two positions should be added to the
proposed research section to improve the research provided to agency
programs. Some activities currently housed in the marketing services
section (i.e., graphics and print production, public relations, computer
support) should be reassigned to more appropriate organizational units.
(ii) An additional position should be added to the existing industry
pregram.- (iii) One position should be·-added to the industrial training
section. (iv) If the Small Business Assistance Program develops an
initiative to provide technical expertise through small business
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assistance centers, a new position will be needed to coordinate this
effort.

The Department of Information Technology included in its report the
rationale for its recommendations and proposed staffing changes. Appendix II
contains an outline prepared by DIT on the proposed organizational staffing
functions of the Department of Economic Development.

The Department of Economic Development also presented to the
subcommittee projections on staff and funding needs. DED requested twelve
additional full-time employees for management and administrative support to
implement recommendations of the DIT management study. The positions
included a deputy director, a senior policy analyst, a legislative specialist, a
public affairs specialist, a director of administration, a fiscal technician, a
fiscal assistant, a director of media support, a graphic arts/photographer, a
secretary senior and two executive secretaries. Anticipated results follow:

• Development of coordinated policy guidance and programmatic
direction integrating both Tourism and Industrial Development

• Agency-wide program plannjng and legislative liaison

• Development of an agency-wide employee relations program, including
employee development, new-employee orientation, internal policies
and procedures, and an employee recruitment program

• Improved budgetary and financial support to program managers,
including better fiscal control and internal audit compliance.

To improve management information support DED recommended the
employment of an additional computer professional, a computer
operator/programmer, and funding for the integration of Industrial Training and
Tourism into the computer system. The proposal submitted to the subcommittee
by DED anticipated that the computer operator/programmer would handle daily
operation of the computer system and would be available to take care of routine
problems, questions and requests for assistance from DED staff. This will
enable the systems engineer to prepare an updated needs assessment and
management plan for the entire agency, to eliminate backlogs and to oversee
training for staff•. Specific results should include:

• Training to maximize the ability to communicate via computer
between the Richmond office and the regional offices

• . Finalization of data entry for the Industrial Sites and Buildings System
and training for appropriate staff in use of the system
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• Development of applications on Virginia companies to support the
existing industry program and the small business program

• Comprehensive needs assessment and plan to integrate Tourism and
Industrial Training into the system

• Development of ongoing training for all staff.

To improve research services and to adequately meet research and
information needs in all program areas, DED proposed the addition of two
economists and one additional clerical position. DED expects the staff additions
will enable research services to improve service to all program. areas and
specifically:

• To provide economic and statistical data on a regional basis for the
regional offices and for analysis of the locational advantages of various
areas of the state

• To develop and maintain data on Virginia businesses, specifically small
businesses

• To increase DED's ability to identify high-growth industries and
companies for targeted marketing programs

• To increase DED's ability to identify distressed industries and
companies which could benefit from technology transfer or other 'forms
of special assistance

• To answer requests for information from the export promotion, film
development, and industrial training programs

• To provide more assistance to local economic developers

• To better analyze national and state economic issues and trends.

DED proposed the addition of two export development specialists to
assist in identifying and attracting foreign investment to Virginia and to assist
Virginia companies entering into or expanding exports of manufactured goods
and services. It is anticipated that the additional staff will work with current
export development staff to develop a strong team concept. The major tbrnst
would be in overseas trade missions, participation in overseas trade exhibitions,
organizing reverse buying missions, participation in the United States
Government's "Matchmaker Promotions," expanded counseling of non-exporters
and introduction of 'current exporters into new markets. Publications pertaining
to exporting will be produced in cooperation with other private and public
agencies. In addition, a comprehensive listing of curre~t and potential exporters
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will be compiled.

DED proposed the addition of three professionals and one secretary to
the existing industry program in an effort to make timely industrial visits and to
make reasonable responses to requests for assistance. The results anticipated
include:

• The ability to call on 2,100 companies in a three-year cycle, rather
than 1,600 on a five-year cycle

• Assistance to companies in a timely manner with problem and
information needs. Experience has shown that DED receives a
minimum of one request for assistance for every two visits that are
made

• Development and ,maintenance of a directory of services for
manufacturing companies

• Development and maintenance of internal support systems including
existing industry reports, problem hantlling results, and computer:ized
information

• Improvement and maintenance of external agency relations.

DED recommended· the addition of four marketing assistants and two
marketing managers to move Virginia's domestic marketing program to a new
level of sophistication and to capitalize on the diverse resources of the
Commonwealth. By the addition of marketing assistants the following
improvements should occur:

• On-staff ability to prepare regional marketing strategies covering' the
entire state

• Targeted materials that will assist the marketing of rural as well as
urban areas

• A better understanding of current conditions in different parts of the
state

• Greater use of direct mail to support both state and regional marketing
strategies

• Increased support to the marketing managers in preparing for
marketing trips, responding to prospect inquiries, and conducting

-general follow-up .-

• 25°k more contacts by the ~arketingmanagers
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The additional marketing managers should provide:

• More complete territorial coverage:
-- Canada
-- major metropolitan.areas (New York, Los Angeles, San Francisco)

• 500/0 more contacts (with two additional marketing managers as well as four
requested marketing assistants)

• More frequent involvement With local economic development efforts

DED also proposed additional funding for the industrial development
advertising budget which would result in:

• Increased awareness of the unique features of Virginia's colleges and
universities

• Increased awareness of Virginia as an excellent location for business

• Ability to begin an international advertising program

• Improved attitudes among key decision-makers toward Virginia's
educational and training resources

• Development of in-state advertising program to assist export promotion

• Strengthened overall attitudes toward Virginia as a business location.

The Department recommended the addition of one audio-visual specialist,
one production control technician and one assistant director to the industrial
training services unit of DED. The additional staff was anticipated to provide
that:

• The Director would be able to devote time to coordinate a closer working
relationship with community colleges, the vocational technical schools and
the private industrial councils in the area of job trainjng for new and
expanding industries within the Commonwealth

• Budgetary and statistical information on all training projects would be
computerized providing the basis for better planning and projections

• DED would be able to meet the projected demands of 270 programs without
having to rely on temporary positions for project management
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• Audio-visual programs would become more cost effective since less work
would have to be farmed out to outside contractors

• Quality and quantity of audio-visual services would be improved since the
projected work load is too great for one audio-visual specialist.

Funding for additional industrial training equipment was requested to meet
the ever-changing technological needs. Results anticipated included the
following:

• The Industrial Training section would be equal to or better than those of our
competitive states in having available the facilities and equipment
necessary to meet all standard and high technology programs.

• Sophisticated high technology equipment required in our customized
training programs would be available to the community colleges thereby
allowing them to utilize state-of-the-art high tech equipment in their
on-going programs.

• Mobile equipment would enable DED to take the program directly to the
clientts plant site. This wotdd particularly be valuable in the rural areas
where community colleges or vocational/technical schools either don't have
necessary equipment or the equipment is being used in on-going programs.

• The latest state-of-the-art audio-visual equipment would enable OED to
greatly improve the quality of its training programs by capturing the latest
skills and techniques required in the fast moving high technology area.

DED proposed the addition of a small business services manager, a small
business coordinator, a financial services assistant and a secretary to provide for
the adequate identification, coordination, development and administration of
programs and policies which promote small business development. The increase
in staff would also increase the response to the businesses requesting assistance
from the Small Business and Financial Services Office. Expected results include
the following:

• Services provided by state agencies to small businesses will be identified
and an ombudsman system to expedite the needs of new and expanding small
businesses will be established.

• An inventory of local and state management/financial resources which
service small businesses will be developed, published and disseminated to
clients and local economic developers.

• The Interagency Task Force on Small Business will develop policies and
coordinate programs which foster small business' development, and will
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provide a mechanism for resolving major problem areas which deter small
business development.

• Increased capacity to disseminate information on financing to clients and
local economic developers.

• Increased· assistance to DED marketing managers with prospects who need
financing.

• Increased opportunity to develop policy recommendations on financing and
to implement new state financing programs, e.g. export financing.

DED proposed the establishment of a small business data base. One
economist would be required to develop and manage the data base. Results
would include:

• An Economic Development Data Base

• An Annual State of Small Business Report

• Detailed timely information to businesses concerning location, expansion or
start-up in the Commonwealth

• A data base for DED to use in establishing policy and program priorities

• Increased ability to identify specific high-growth industries and companies
and to study local economic. growth

• Improved assistance to local economic developers.

Increased staffing (an administrative assistant) and funding for the Virginia
Film Office was also recommended. Anticipated improvements include:

• More aggressive and thorough response to film prospects

• A 25% increase in direct call marketing by the staff

• An increase in commercial production activity

• A 1000/0 increase in advertising placements

• A 500k increase in special events and expansion of events into new markets.

DED proPosed the creation of a Marketing-Director's position to adequately
coordinate the entire marketing program. Results anticipated include:
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• The development of a long-term strategic economic development marketing
plan

• The coordination of marketing efforts for multi-national companies

• The development of marketing materials coordinated with the needs of our
direct call marketing program

• Centralized responsibility for advertising which will ensure its compatibility
with other marketing materials and DEDts long-term strategy

• Implementation of an aggressive and consistent public information program.

One additional international marketing manager was recommended to assist
in the international investment area. The additional position was expected to (i)
result in a minimum increase of 200k in visits to Virginia by senior decision
makers, and (il) relieve other sections of DED from handling the overflow and
conflicts in timing between scheduled and unannounced visits by executives of
foreign firms.

DED recommended the addition of one community development
representative to ensure that all Virginia communities receive timely and
adequate attention as they prepare for economic development. The additional
representative should result in:

• Increased assistance to communities with critical decisions of organizing,
program approach, site development and leadership training

• Making rural and mid-sized communities throughout Virginia more
competitive for economic development

• Improving the site and building data collection

• Improving the follow-up to the Community Certification Program and its
re-certification efforts.

DED stressed the importance of the need of a shell building program and
recommended one full-time employee position and the establishment of a
revolving loan fund. The fund would provide money to construct shell buildings
to less developed communities with potential. DED suggested that the
Department of Housing and Community Development administer the program
due to its expertise and experience in handling similar programs. The Shell
Building Erogramwas anticipated to result in:.-

• Construction of six or seven shell buildings' in Virginia localities
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• An on-going program to help ensure a continuing inventory of shell buildings

• An improved ability to meet the primary need of industrial prospects

• A significant increase in prospect visitation.

The final DED recommendation pertained to the establishment of a
Governor's Economic Development Contingency Fund. The Fund would be
restricted to meet requirements of uncontrollable economic factors or to assist
in the recruitment of projects -significant to the Commonwealth. Creation of
the Fund was expected to result in an ability to react rapidly to the unusual
needs of major economic development projects and establish a process to handle
the recurring and unpredictable needs of industrial development due to currency
fluctuations and 'changing economic activity.

Appendix ill contains a resource summary of DED's staffing and funding
recommendations. The proposals have been designated for implementation
during the 1987-88 year or the 1988-90 biennium. Twenty-three full-time
employees were recommended for 1987-88 and eighteen full-time employees for
the 1988-90 biennium.

CONCLUSION

The subcommittee members considered all of the recommendations
proposed by DIT and DED in addition to other information presented to it during
the first year of the study. After deliberations, the subcommittee members
agreed to the following recommendations:

1. Introduction of legislation to transfer the Virginia Port Authority from the
authority of the Secretary of Transportation and Public Safety to the
Secretary of Economic Development. See Appendix IV.

2. Introduction of legislation to increase the membership of the Industrial
Development Services Advisory Board and to designate that members be
appointed from each of the ten congressional districts. See Appendix V.

3. Consideration of tax increment finan~ing as an economic development tool.
The subcommittee would obtain additional information on tax increment
financing and seek an opinion on its constitutionality from the Office of the
Attorney General.

4. The subcommittee supported the establishment of a Governor's Economic
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Development Discretionary Fund, the amount of the Fund would be set by
the General Assembly.

5. The subcommittee supported the appropriation of $1,195,000 for the
twenty-three positions requested by the Department of Economic
Development.

6. The extreme need of a Shell Building Program in Virginia was recognized by
the subcommittee.

7. The subcommittee supported the appropriation of funds for the creation of
a Small Business Development Center.

These recommendations result from the work of the subcommittee during
the first year of its two-year study. Additional work of the subcommittee
during 1987 will result in supplementary recommendations to the 1988 General
Assembly.

Respectfully submitted,

Alan A. Diamonstein, ·Chairman

Elliot S. Schewel, Vice Chairman

Vincent F. Callahan, Jr.

Elmo G. Cross, Jr.

Franklin P. Hall

J. Granger Macfarlane

Franklin M. Slayton

c. Phillip Barger

James A. L. Daniel

-30-



Toy Dixon Savage

Brian J. Wishneff

-31-



APPENDICES

-32-



APPENDIX I

ECONOMIC DEVELOPMENT ACTIVITIES IN VIRGINIA AND OTHER STATES

Department of 'Planning and Budget
December, 1986



CONTENTS

EXECUTIVE SUMMARy •..•....••...•....••••...•••••....•••••••••••••••••••••. 1

I NTRODUCTION ••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 3

Econom\c Development .••••..•••••.•••••••••••••.•••.••••••••••••••••.. 3
Study Procedure ••••••••••.••••••••••••••••••••••••••••••••••••••••••• 3
Report Structure •••.••.••. ~ .•••••••••••••••.••••••••••• ~ ••••••••••••• 3

SECTION ONE -- STATE ECONOMIC DEVELOPMENT ACTIVITIES•..••••••••••••••••.• 4

Changes ••••••.••••••.•••••••••.•••••••••••••••••••••••••••••••••••••. 4
Areas of Emphas 1s•.••••••••••••••••••••••••••••••••.•••••••.•••••••.. 4

SECTION TWO -- VIRGINIA ECONOMIC DEVELOPMENT ACTIVITIES ...••••••••••.•••. 6

Economic Development Part1c1pat1on ••••••••••••.••••.••••.•.•••••••.•• 6
Department of Agr1culture and Consumer Serv1ces •••••••••••••••••••••• 7
Department of Econom1c Development •••••••••••••.•••••••••••••••••••. l0
V1rg1n1a Port Authority ••••••••••••••••••••••••••••••••••••••••••••• 12
Center for Innovat1ve Technology .•••••••••••••.•••••••••••••••••••••13
V1rg1n1a Center for World Trade (Old Dom1n1on Un1vers1ty) ••••••••••• 13
Department of Hous'ng and Commun1ty Development •..•••••••••••••••••• 14
Department of "1nor1ty Bus1ness Enterpr1se •••••••.•••••••••••••••••• 15
V1rg1n1a Agricultural Counc11 ••••••••••••••••••••••••••••••••••••••• 15

SECTION THREE -- STATE "INNOVATIVE ECONOMIC DEVELOPMENT PROGRAMS••••••••• 17

Innovat1ve Financing ••••••••••••••••••••••••••••••••••••••••••••••••17
Fostering H1gh Technology Development ••••••••••••••••••••••••.•••••• 19
New Bus1ness and New Product Development •••••••••••••••••••••••••••• 20
Venture Cap'tal ••••••••••••• :.~ ••••••••••••••••••••••••••••••••••••• 21
Pub11c Pens10n Fund Investments ••••••••••••••••••••••••••••••••••••• 22
Econom1c Adjustment Programs •••••••••••••••••••••••••••••••••••••••• 23

APPENDICES•••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 25

Appendix A -- V1rginia State Economic Development Act1v1t1es •••••••• 26
Appendix B -- Virg'nia Commodity Boards •••••••••••••.•••••••••••••• ~31
Append1x C -- Source Pub11cat1ons •••••••••••••••••••••••••••••••••••32



EX£CUTIVE SUMMARY

This report identifies economic development activities in Virgin1a and
other states. It contains an overview of state economic development
act1v1t1.es nationally, an identification of. state economic de.velopment
act1v'ties in Virgin1a, and a description of 1nnovat1ve programs in other
states. The findings are su~r1zed below.

OVERVIEW

In recent years, the focus of state economic development programs has
sh1fted from a primary rel1ance on domest1c 1ndustr1al recruitment to a
broader perspective with more emphasis on:

o

o

o

o

~ss1st1ng the growth and development of ex1st1ng 1ndustr1es;

Internat1on~1 f1rms and markets;

Non-manufactur1ng act1vit1es, such as trade, serv'ce, research and
development and tourist related industries; and

-Basic investments· to improve the c"mate for econom'c development,
such as investing in the educat10nal system, upgrading of the labor
force, and improvements to the infrastructure and physical
environment.

VIRGINIA ECONOMIC DEVELOPMENT ACTIVITIES

The goal of econom1c development agenc'es 's to· increase the growth ,"
employment and/or 1ncome in the state. In Virginia, seven state agencies and
one non-state agency pursue this goal. Three are considered pr'mary agencies
because this goal is the1r exclus1ve or pr1~ry m1ss1on. Four state agencies
and one non-state agency are considered secondary economic development
agencies because they lend s1gn1f1cant support to the economic development
goal but 1t 15 not the1r pr1~ry m1ssion. V1rginia's primary and secondary
agencies are listed below.

Pr1mary Agencies

Department of Agr'culture and Consumer Serv'ces
Department of Economic Development
V1rgi"'a Port Authority
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Secondary Agencies
Center for Innovative Technology· (non-state agency )
Center for World Trade (Old Dom1n'on Un1vers,ty)
Department of Housing and Community Development
Department of Minor1ty Bus1ness Enterpr1se
V1rg1nia Agr1culture Council

During fiscal year 1986-81, these agenc1es will spend approx1~tely $23.3
m11l1on in state funds on economic development act1v1t1es and employ 159
1nd1v1duals. The pr1mary agencies will account for $13.5 m1llion and 143
employees.

INNOVATIVE STATE PROGRAMS

The -bas1c· econom'c development programs of the states are quite .
similar. However. state programs d1ffer 1n the innovative approaches taken to
ass1st entrepreneurs and small businesses.

The report descr'bes s1x categories. of 1nnovat1ve programs. The
categor1es are: Innovat1ve Financing. Fostering H1gh Technology Development,
New Bus1ness and New Product Development, Venture Capital, Public Pension Fund
Investments. and Econom'c Adjustment.
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INTRODUCTION

Th1s report identifies econom1c development activities of V1rg1nia and
other states. It was prepared for the Joint Subcomm1ttee Studying the
Commonwealth's Economic Development Laws under House Joint Resolut'on 132 of
the 1986 General Assembly.

The report is the first part of a two part study to be conducted for the
Subcomm1ttee. Part two w1ll be completed pr10r to November 15, 1987. and will
a~~~ss whether "duplication, fragmentation or inadequacies exist in V1rg1n1a's
state econom1c development activit1es. It will contain recommendations
appropriate to its findings.

ECONOMIC DEVELOPMENT

Economic development is 'nterrelated with ~ny d1fferent state government
act1vit1es includ1ng transportation, environmental protect1on, natural
resource ~nagement. business and industry regulation, occupational
regulat1on", job training and placement, minority business development, and
taxation.

However, for purposes of th1s report. econom1c development is def1ned as
those acttv1ties which d1rectly contribute to overall growth in employment
an4/or income in the state, excluding tourism and tourist related activit1es.
This includes only activities designed to enlarge the economy of the state.

STUDY PROCEDURE

The information on Virginia was obtained by a review of V'rg1n1a
statutes, budget documents, and agency pub"cat1ons. Add1t1onal 1nformation
was obta1ned through personal 1nterv1ewsw1th off1cials of the state agenc1es.

Informat1·on on act1v1t1es of other states was obta1ned from national
organ1zations, such as the National Governors' Association and the Council of
State Governments, which have conducted recent surveys of state economic
development programs.

REPORT STRUCTURE

Section One of the report identifies current trends 1n state economic
development efforts. It highlights new d1rect1onstaken by states across the
nation.

Section Two is devoted to current economic development respons1b111t1es
of V1rg1n'a state agencies." It contains a class1fication of activit1es, an
identification of agency partic1pation 1" each activity category and a brief
description of each activity.

"-
Sect10n Three 1dent1fies 1nnovat1ve approaches to economic development in

other states. "

The Appendix contains supplemental 1nfor~tion on V1rg1nia's economic
development act1v1t1es.
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SECTION ONE STATE ECONOMIC DEVELOPMENT ACTIVITIES

This sect10n prov1des an overview of state econom1c development efforts
nat1onw1de. It 1dentif1es how states are respond1ng to the de~nds of a
changing national and global economy.

CHANGES

The focus of state economic development act1v1t1es has changed
signif1cantly over the last decade and especially in the 1980'5. states have
traditionally emphasized industr1al recruitment or ·smoke stack chasing- which
1s based on low-wage and low-tax advantages (part1cularly 1n the southeastern
states) to attract businesses from other ~tates. However, wh1'e industr1al
recruitment 1s st111 a ~jor part of state econom1cdevelopment efforts. it is
no longer the pr1~ry focus. Overseas competition, espec1al1y from -Third
World- countr1es, has now lessened these tax and wage advantages and ~de

domestic 1ndustrial recruitment much more difficult.

AREAS OF EMPHASIS

states have sh1fted the focus of their economic development programs to
four general areas of emphasis. First, they are plac1ng more emphasis on
assisting the development and growth of existing industries to foster
expansions or the spin-off of new f1rms.

Second. states have broadened the1r hor1zons geographically with more
emphasis on 1nternat'onal firms and markets. for example, they have
1ncreased: their efforts in export promotion, 'nclud1~g the promotion of
agricultural products and commodities; foreign 1ndustr1al recru1tment,
1ncluding attempts to st1mulate foreign investment 1n service and commerc1al
enterpr1ses; and promot1on of overall trade through the1r ports regardless of
product or1g1nat1on.

To fac11'tate this, states have s1gn'f1cantly 1ncreased their foreign
contacts and assoc1ations through frequent trade miss10ns and the open1ng of
off1ces '" Europe, the Orient, and South Amer1ca. Currently, more than half
of the states operate offices in foreign countr1es and some have offices in
major domestic trade and f1nanc1al centers such as New York and San Franc1sco.

Third. states are focusing more on non-manufactur1ng act1v1t1es, such as
trade, service, research and development and tourist related 1ndustr1es which
export the1r products and services to other states. For 1nstance, states have
increased e~~ha~1s.on ass1st'ng the found1ng.and development of new, high
technology f1rms, most of which are small and often r1sky ventures. They have
begun to prov1de f'nancial and techn'cal ISS' stance to entrepreneurs and
start-up firms. The more aggress1ve "nancial ass'stance programs have been
located pr1~r11y 1n the northeast and midwest manufacturing belt where the
dec"nes in heavy 1ndustry have been most severe.
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Fourth, states are ·r~turn1ng io the bas'cs· to create a favorable
environment for economic development. States are improving the -economic
climate- by l1beral1z'ng state regulatory and tax pol'c1es. They are also
making the economy more productive through 'nvestments to improve the
educational system; to upgrade the labor force; to improve the infrastructure
in such areas as transportat1on, and water and sewer services; and to 1mprove
the appearance of the phys'cal env1ronment and'qual1ty of life. .

The next section descr'bes current state econom1c development activities
1n V1rg1n'a.
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SECTION TWO -- VIRGINIA ECONOMIC DEV~LOPMENT ACTIVITIES

This section presents current econom1c development respons1b111·t1es of
V1rg1n1a state agencies. It contains a classificat1on"of ac~1v't1es. an
1dent1f1cat1on of agency participation 1n each activ1ty 'category and a summary
of each act1v1ty.. . . . .

ECONOMIC DEVELOPMENT PARTICIPATION

In Virginia. seven state agencies are involved in economic development
act1vit1es. In add1t1on. there 1s one non-state agency, the Center for
Innovative Technology. which is 1ncluded because the state has recently made a
s'zable financial contribution to its efforts.

These agencies have been grouped into primary and secondary economic
development agenc1es. Primary agencies have exclus1ve or primary missions to
increase the overall growth in employment and/or income of the state.
Secondary agencies prov1de sign1f1cant support to this goal but it 15 not
their exclusive or primary m1ssion. Following 1s a l1st of Virginia's primary
and secondary economic development agencies:l1

PrimarY Agenc1es

Department of Agriculture and Consumer Services£/
Department of Economic Development
Virgin1a Port Authority

Secondary Agenc1es

Center for Innovative Technology (non-state agency)
Center for World Trade (Old Dominion Un1vers,ty)
Department of Housing and Commun1ty Development
Department of Minority Business Enterprise
Virginia Agricultural Council

During fiscal year 1986-87, these agencies will spend approx1mately $23.3
million 1n state funds on econom1c development act1v1t1es and employ 159 .
ind1viduals. Of th1s tota·l, primary agenc1es will account for $13.5 m'11ion
and 143 employees. However, these figures understate somewhat the commitment
to econom~c development because some overhead costs could not be included.
Append1x A prov1des greater deta1l on costs.

11 In add1t1on to the agencies included in this report, many of V1rg1n1a's
h'gher educat10n·1~st1tut1ons contr'bute to-the economic development of their
areas through research, training. technical assistance and other activities.

II The Department of Agriculture and Consumer Services prov'des ass1stance
to thirteen product commissions currently 1nvolved 'n economic development
(see Appendix B).
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The economic development act1vities of these agenc1es may be grouped into
seven categories. The categor1es are not mutually exclus1ve and in some cases
they may not include all agencyact1v1t'es. However, they are helpful in
summar1z1ng the many th1ngs agenc1es do to support the economic development of
the Conmonwealth. The categories are 11sted ·below. A ch·art show1ng agenc1es
w1th act1v1t1es in each category is located on Page 8.·

ECONOMIC DEVELOPMENT ACTIVITY CATEGORIES

o

o

o

o

o

o.

Import/export services to increase port .volume;

Improving the workforce through training and 1nformat1on;

Conducting research and prov1d1ng 'nformat1on;

Help1ng local governments attract businesses;'

Help1ng businesses survive and expand through domestic sales and
international sales;

Attracting bus1nesses through domestic market1ng and international
marketing; and

o Promoting products through domestic marketing and international
marketing.

Descr1ptions of the activ1t1es of each agency are presented below (see
Append'x A).

DEPARTMENT OF AGRICULTURE AND CONSUMER SERVICES

Virginia's f1rst Department of Agriculture was created in 1871. The
Department acquired 1ts present name and m'ss1on 1n 1978. Its mission 15 to
·promote the broad economic development of V1rg'n1a's agricultural industry
and the welfa~e of all consumers in the use of goods "and services.'

The Department's econom1c development object1ves are accomp11shed through
1ts agricultural and seafood market1ng, and trade development programs. A
discussion of these programs follows.

Agricultural and Seafood Marketing: 80th agricultural marketing and seafood
mark'et1ng are directed at 1ncreas1ng sales by enhanc1ng consumer awareness of
foods and other- agr1cU-ltu'ral products grown and./or processed with1n V1rg1n1a.
Under these programs, the agency provides funding support for the following
commodity boards: Br1ght flue-Cured Tobacco Board, the Corn Board, the
Dark-Fired Tobacco Board, the Egg Board. the Pork Industry Board, the Soybean
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S~y OF AGENCY ACTIVITIES 1/

CATEGORIES

AGENCIES

Iq»roving
J,..,orll The
Export WOrkforce Conductlnl
Services To Through Research
Jnc~se Training & Pnovldlng
Port VoltAne Information Infonnatlon

••1plng Hel~in9
local Buslnesses Attra~ttng P~ting
Governments Survive Businesses ProdUcts
Attract &Expand Th~gh Th~gh

Businesses 'h~9h sales Marketing ~rkeftng

Primary Agencies

Department o( Agriculture & ConslIIIer services

Department of Econanic Developnent

Virginia Port Authority

secondary Agencies

center for Innovative Technology

Virginia tenter for ~rld Trade (000)

Deparu.nt of Housing and camunity Development

Department Of "inority Business Enterprise

Virginia Agr'cultu~ Council

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

(1

1/ Appendix A contains detailed imformation on agency actvities and costs.
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Board, the state Apple Board, the Peanut Board, the Sweet Potato Board, the
V1rg1n1a Cattle Industry Board, the V1rg'n1a farmers' Market Board, the
Virginia W1negrowers' Adv1sory Board and the V1rg1n1a Marine Products Board.
The commod1ty boards also receive funds from the excise taxes levied on the1r
respective agricultural commodities, and the ~ar1ne Products Board is funded
through 11 cense and perm1 t 'fees.

The goal of each commodity board is to enhance and 'ncrease the sale and
use of its products. Each board funct10ns 1n much the same manner and
act1v1t1es 1nclude: trade show 'and convention demonstrations; radio and T.V.
advertising; food shows and product sampl1ng; research in d1sease and pest
control and in product1on 1mprovement; 1n-store promot1onal efforts; and tours
of production facilities.

The Department of Agr1culture and Consumer Services augments product
promotio~ efforts of the var10us boards by conduct1ng promot1onal projects
benef1t1ng many of the state's commod1t1es at the same time.

Trade Development: The trade development program fac1l1tates orderly
marketing and st1mulates increases 1n domestic and foreign demand for
Virginia's agr1cultural and forestry products.~1 Act1v1t1es include:
prov1d1ng' market pr1ce 1nformat1on and other stat1st1cal data on crops;
conducting off'c1al grad1ng, sampling, weighing. 1nspect1on and cert1f1cat1on
of agricultural commodit1es; and carrying out var10us domestic and .
1nternat1onal marketing act1v1t1es.

Several of the more important domestic marketing act1v1t1es 1nclude:
prov1d1ng ass1stance in analyz1ng the marketing opportunities for existing.
new or alternative agr1cultural commod1t1es; develop1ng and encouraging
var10us forms of d1rect marketing; 1n1t1at1ng and mak1ng sales development
tr1ps; and 1mplement1ng electronic marketing technology.

The Virgin'a Department of Agr1culture and Consumer Serv1ces maintains an
1nternat1onal trade off\ce 1n Richmond with a Director and five trade
spec1a11sts. The Department also mainta1ns a full-time person 1n both
Brussels and Tokyo. The purpose of these offices 1s to assist Virginia
agr1cultural producers with the1r export efforts through: on-s1te inspection
of state producers to determ'ne the'exportab111ty of the1r products;
representat10n of V1rg1n1a producers at foreign trade shows; the organ\zat'on
of foreign trade m'ss1ons: d1sseminat1on of trade leads to V1rg1n1a supp11ers;
a clearinghouse for foreign trade 1nqu1r1es; and preparat10n of export
d1rector1es, brochures, and newsletters for worldw1de d1stribut1on.

~I Forestry products are promoted and marketed by OACS instead of the
Department of Forestry because lumber and wood products are cons1dered
agricultural pr4ducts. The Department of Forestry has no marketing funct'on.
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DEPARTMENT OF ECONOMIC DEVELOPMENT

The Department of Economic Development (OED) was created in 1984 by
consolidation of var10us state economic development activities. Its overall
m'ss'on 'S to -encourage, stimulate and support the econom1c development of
the Commonwealth by implementing an annual travel and tour1sm marketing
campaign des1gned to he1ghten awareness of V1rg1n1a as a major tourism
destination and maintaining and promoting an attractive business c11~te which
will assist the expans10n of the economy of V'rg1n1a. 8 This su~ry focuses
solely on act1vit1es within the Industrial Development 01v1s1on of the
Department.

. .

Domestic Marketing: The Domest,c Marketing Section is responsible for
encouraging businesses to locate fac111t1es 1n V1rg'"'a. Market1ng efforts
are designed to present V1rgin1a's attr1butes to potent1al clients - in short,
sell the state. Once a firm shows a definite interest in Virginia, a full
range of site locat1on consulting services is provided.

Spec1f1c activ1ties of the Domest1c Marketing Sect10n 1nclude: ~k1ng

direct calls on compan1es throughout the Un1ted states and Canada; sending
publ1cat1ons and promotional items to corporate executives; and arranging
special events such as in-state tours and visits to commun1t1es for company
representatives.

The V1rg'n1a F1lm Office is located w1th1n the Domest1c Market1ng
Sect1on. It performs s1milar activities to encourage f1lm and television
companies to film in Virginia. Once a company commits to film in Virginia.
the film Off1ce ~kes many of the local arrangements, such as securing
on-location $1tes, arrang1ng for accommodat1ons, and promoting the actual
film1ng.

Internat10nal Marketing: The International Marketing Section performs much
the same sel11ng and consult1ng serv1ces as does the Domest1c Marketing
Sect1on. Off1ces are ~1nta1ned in Brussels and Tokyo. Cl1ents 1nclude
fore1gn compan1es contemplat1ng locating in the Un1ted states.

In add1t1on. the International Market1ng Section assists Virgin'a
businesses w1th export development and promotion by: ass'st1ng companies to
1ncrease their export sales; showing them how to research the ~rket and to
select channels of d1str1but1on; conduct1ng workshops on export1ng topics;
serv1ng as a referral service for information on legal ass1stance~ banking and
other professional services necessary to conduct international trade; and
schedul1ng foreign trade missions. To help increase export sales, the agency
shows compan1es how to promote the1r products in international markets rather
than advert's1ng products for them.

Community and Business Services: Commun1ty and Business Serv1ces has two
major funct1ons: 1) helping Virginia loca11t'es prepare for and 1mprove their
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attract1veness for econom1c develofment (Commun1ty Cert1f1cat1on Program); and
2) prov1d1ng an ombudsman service for ex1st1ng businesses. It operates
regional off1ces 1n Abingdon, staunton, and South Boston.

Part1c1pation in the Commun1ty Certif1cat1on Program enables a loca11ty to
become more attractive for the location of industry and related economic
development. To attain cert1f1cat1on, a commun1ty must meet certain rigorous
program requirements. local1t1es earning ·Cert1ficat1on· are ass'gned a
priority status for the ~rketing efforts of the Division of Industrial
Development.

The industrial ombudsman program, or ex1st'ng industry program, was
1nitiated because a substant1al part of new 1ndustrial jobs come from
expansion of existing industry. Its primary activity 1s personal visits with
ch1ef executives of manufactur1ng compan1es throughout the Commonwealth.
Dur1ng these v1s1ts. problems are ident1f1ed and executives are encouraged to
suggest ways 1n wh1ch the commun1ty and the state can become more supportive.
Where appropriate. 1nformation is provided and referrals are ~de.

Marketing Services: Marketing Serv1ces 1s primarily responsible for two major
act1v1t1e~: 1) preparing research and economic development stud1es; and ·2)
1ndustr'al promotion (advertis1ng), public relations and 1nformation. The
1ndustr1al promot1on objective is to acqua1nt domestic and foreign corporate
execut1ves w1th V1rg1n1a's attractiveness and recept1v,ty to new businesses.
Advert1s1ng includes such act1vit1es as reg1onal. nat10nal and foreign
advertising campaigns 1n selected bus1ness publ1cat1ons, d1rect ma1l campa1gns
to targeted corporate execut1ves and broadcast med1a campaigns in selected
~rkets.

Small Business and F1nancial Services: Small Business and F1nanc1al Services
prov1des ombudsman and consult'ng services to s~11 bus1nesses and develops
and admin1sters f1nanc1ng programs in assoc1at1on with the V'rginia Small
Business Financing Author1ty.!1 Act1v1t1es of the sect'on 1nclude:
1dent1fy1ng sources of ~nagement and techn1cal ass1stance to small business;
prov1d1ng gu1dance in business plan development; directing small firms to
pr1vate and government cap1tal sources ava11able in 'V1rg1n1a; and assist1ng in
the preparation of app11cations to the Authority.

Industrial Training: The Industr1al Tra1n1ng Serv'ces Section provides
tra1ning and retra1"'ng ass1stance for specific jobs for new or expanding
bas1c employers (bus'nesses which br'ng new income into an area). The
training 1s offered throughout the state at commun1ty colleges or other
facilities. Upon request, the sect'on w1l1 conduct job analys1s to determine
tra1n1ng needs,. design tra1n1ng programs and ..~ter1al. assist in recruitment,
and prov1de 1nstruct1on for train1ng programs. The sect10n assists in
recru1t1ng by pay1ng for classified advert1sements to attract qualified
employees or employees w1111ng to be trained.

!/ The V1rg'"1a Small Business F1nancing Authority is a separate. non-state
agency which guarantees loans to qua11fy1ng small bus1nesses once the business
has secured a lender. It also 1ssues revenue bonds and taxable bonds.
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VIRGINIA PORT AUTHORITY

The Virginia Port Authority was formerly a part of the Department of
Conservation and Economic Development. It became a separate agency in 1952
and assumed responsibility for supervis1ng port operations. Its mission 1s to
-foster and stimulate sh1pment of waterborne commerce through Virginia ports
through promot1on, development, construction, ~intenance, and operation of
harbors, seaports and term1nal fac11,t1es within the state; increase the
~r1t'me commerce, both fore1gn and domestic, through the ports; and protect.
promote, ma1nta'n, and further develop V1rg1nia ports.- The· Authority
adm1n1sters five state-owned marine term'nal fac111t1es wn1ch include Norfolk
International Terminal, Portsmouth Marine Tenm1nal, Newport News Marine
Terminal, and Lambert's/Sewel1's Point Term1nals.

The Authority·s economic development act1v1t1es are described below.

Trade Serv1ces: The Authority trade develop~nt objective is to improve the
Port of Hampton Roads' competitive position by increasing general cargo
tonnage volume through the port. Th's is be1ng accomp11shed. in part, through
advertising (both foreign and domestic), trade seminars, and cargo
so11c1tat1on. Targeted advert1s1ng campaigns are conducted at var10us
locat1ons. The market1ng directors of each of the four fore1gn f1eld offices
(Brussels. Tokyo. Hong Kong, Sao Paulo) manage the1r own advertising
prog"rams. The Port Authority also has off1ces 1n New York. Winston-Salem and
Chicago.

Agency representat1ves conduct approximately 60 1nternat1onal and 160
domest1c trade so11c1tat1on calls per week to ~r1t1me industry and government
agencies. They also 1dent1fy and target commodit1es that are now being
shipped through competitor ports and conduct seminars to promote spec1al'zed
cargo, e.g. coal, tobacco. lumber. In addit1on, ta1lored package cargo rates
are presented to potential sh1ppers.

The Y1rg1n1a Export Trading CompanY (VEXTRAC): VEXTRAC is a subsidiary of the
V1rg1n1a.Port Authority. The Company's objective 1s to 1ncrease tonnage
through the Port by serving as the export department for Virg'nia businesses
and by supplying market1ng, f1nancing, and transportat1on 'nfor~t1on to
potent1al users. The Company mainta1ns two persons at Port headquarters and
makes use" of their regional and foreign off1ces. They conduct workshops
throughout V1rg1n1a to educate manufacturers about the export potent1al of
their products and serve as a referral serv1ce for 1nfor~t1on on legal
ass'stance, banking and other professional services. They are also involved
in importing-and prGv1de the serv1ces necessary to consummate an 1nternat1onal
sale.
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Fore1gn Trade Zones: A foreign trade zone or duty-free port located at
Hampton Roads 15 sponsored by the Authority to promote 1nternat1onal
commerce. Such free ports are attract1ve to manufacturers who 1mport
components and then export assembled ~ch1nery. vehicles, or electron1cs
because there are no export duties on 1tems leaving such lones. Sim1lar
advantages exist for components sh1pped 1nto a zone duty-free, assembled, and
the final products sh1pped throughout the United states. The agency promotes
the zone through l1terature. advertising, and personal contacts.

Two other Zones are be1ng established in V1.rg1n1a. The f1rst w111 be
located at Wash1ngton Dulles Airport and could rece1ve approval from the U. S.
Fore1gn Trade Zones Board by the end of 1986. It w111 be operated by a
V1rg1n1a non-prof1t corporat1on. "The second zone 1s under conS1derat1on for
Hampton Roads and w1ll be managed by the c1ty of Newport News. The V1rg1n'a
Port Authority sponsored Newport News' appl1cat1on for Zone des'gnat1on.

CENTER FOR INNOVATIVE TECHNOLOGY

The Center for Innovat1ve Technology was created 1" July. 1984, as a
non-prof\t. non-stock corporat1on wh1ch seeks to enhance the state's research
capab1lities and to promote increased 1ndustry part1c1pat1on in university
research. The Center funds research programs at Virginia univers1ties and
helps to develop emerging technology-based firms and to meet the part-time
graduate needs of 1ndustry.

The Center has allocated $12 m11110n in grant awards to four campus-based
1nst1tutes. These funds have supported a var1ety of research projects in
b'otechnology, computer-aided eng1neering, information technology, and
materials science and engineer1ng.

In addition, the Center and the Department of Economic Development have
major cooperative efforts underway in the areas of ~rket'ng and consult1ng.

VIRGINIA CENTER FOR WORLD TRADE (OLD DOMINION UNIVERSITY)

The ·Virginia Center for World Trade was created in 1986 to promote
1nternat1onal trade and a greater public awareness of the role of
internat10nal trade 1n V1rg'n1a's economy. The Center 1s w1th'" Old Dominion
Univers1ty wh1ch works w1th the V1rg1n1a Port Author1ty and the Department of
Economic Development to prov1de tra1n1ng and other serv1ces to businesses
1nvolved in 1nternat1onal trade. In addit10n to conduct1ng trade seminars,
the Center ta110rs spec'f1c trade programs for 1nd1v1dual bus'nesses and
1ndustr1es; conducts foreign language training.; and provides sp,cial1zed
program services for potential foreign investors and current foreign customers
of Virginia bus1nesses.
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DEPARTMENT OF HOUSING AND COMMUNITY DEVELOPMENT

The Department of Hous1ng and Commun1ty Development was created 1n 1978.
Its mission is to -assist local officials, commun1ty leaders, bUild1ng
professionals and property owners develop and preserve their commun1t1es and
properties, in order to improve health cond1t1ons and the safety of the
built-in environment, and provide economic and housing opportunities.-

The Department conducts three economic development activ1t1es. These
are: Virgin1a Urban Enterprise Zone Program; Econom1c Development Revolving
Loan-Fund; and the Commun1ty Development Block Grant Program.

Virginia Urban Enterprise Zone Program: The purpose of an enterprise zone is
to st1mulate business and industr1al growth in economically distressed ,areas.
An enterprise zone is an economically d1stressed area of a county, c1ty or
toWn wh1ch has been designated by the Governor for special tax incentives and
regulatory relief to encourage new and expanded bus1ness.

Three state tax 1ncentives are ava11able w1th1n an Enterprise Zone:

1) a five-year decreasing (8aK, 60%, 4aK, 20%. 20%) general credit
against state bus1ness income, franch1se or license taxes;

2) a five-year decreas1ng (80X, 60%, 40%, 20%, 20%) credit against state
business income, franchise or license tax equal to the amount of
state unemployment tax "ab111ty; and

3) a five-year exemption from state sales tax on items purchased for the
conduct of business with1n a zone.

In add1t1on to the state tax 1ncent1ves available in a lone, local
incent1ves may include economic development loans, job tra1ning, employment
services, and pub"c 1mprovements.

Enterprise zones have been des1gnated in Danville, lynchburg, Newport
News, Norfolk-Portsmouth (a joint zone), Roanoke, Chesapeake, Hampton,
Hopewell, Petersburg, Carroll and Wythe counties and the towns of Saltv'11e
and South Hill. W1th certa1n restr1ct1ons, both new and existing businesses
1n each of these zones Ife eligible for the various incentives.

Economic Development Revolv1ng Fund: The purpose of the revolving fund is to
improve the economic condit1ons of Virgin1a localities 'by ass1sting them. with
loans, and in some cases grants, to create or reta1n permanent jobs. The fund
was 'nit1ated ,~ 1977 with a one-time gra~t of $6 million. All proceeds fro~

revolving fund loans are to be reinvested 1n sim1lar econom1c development
projects w1th1n the Commonwealth. .

El1g1b11,ty for loans is restr1cted to economically depressed areas.
Counties, c1t1es, towns, pol1t'cal sUbd1visions, state agencies, and public

-14-



non-prof1t corporations represent1ng an el1g1ble area may apply for: loans
for fixed asset financing for manufacturing and related uses; or loans and
l1m1ted grants for public fac11it1e's support1ng ~nufacturing or related uses.

loans are made in amounts between S'25,OOO and $250,000 to anyone
project. The interest rate cannot be lower than four percentage points below
the current u. S. Treasury rate. for loans of s1~11ar s1ze:and ~tur1ty.

Community Development Block Grant Program: The Department receives
approx1mately $20 m11110n annually 1n federal Community Development Block
Grant funds to assist local1t'es with housing, commun1ty.fac1l1ty and/or
econom'c development projects. Approx1mitely 301 count1es, c1t1es and towns
are el1g1ble to subm1t appl1cat1ons for funds. and the Department selects
projects based on a competitive selection process developed in consultat1on
with local governments. Since the program is compet1t'1ve, the amount of funds
going to each category (housing, commun1ty fac11it1es, or econom'c
development) varies from year to year.

DEPARTMENT OF MINORITY BUSINESS ENTERPRISE

The state Office of Minority Bus1ness Enterpr1ses was created by EX2cut1ve
Memorandum 1n 1972 and made a per~nent agency by statute in 1975. The
Department's m1ss'on is to ·1ncrease business 'development assistance for
minor1ty entrepreneurs through the 1n1t'at10n of new programs; and encourage,
en11st and 1nst1tute greater minor1ty ut111zat1on in our free enterprise
system by develop1ng, coord1nat1ng and ut111z1ng the resources in state
government.-

The Department's major econom1c development activities are management
development and market development. The management development activity
provides new and existing firms w1thd1rect management and technical services,
including general business management counse11ng and ass1stance 1n obtaining
bond1ng and f1nanc1ng. This activity also includes cooTd1nat1on and
1mplementation of educat10nal forums and tra1n1ng designed to improve the
management and technical capab111t1es of m'nor1ty-owned businesses.

The market development act1v1ty prov1des 'technical support to state and
local governments and pr1vate corporations designed to increase purchases from
minorit1es. It also ass1sts m1nor1ty ·f1rms 1n 1dent1fy1ng and prof1t'ng by
expanded market opportun1t1es and st1mulates financial support for minority
business development and expans1on.

VIRGINIA AGRICULTURAL COUNCIL

The V1rg'n1a Agricultural Counc11 was created in 1966. Its m1ss1on is to
·conduct research to f1nd new uses for agr'~ultural products, finance
development of new markets and promote more eff1c1ent and econom'cal methods
of agricultural product1on wh1ch w111 be benef1c1al to the state as a whole.-
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The Counc11 funds research and ~rket1ng deveiopment affecting agriculture
in Virginia. funds for research act1v1t1es come frnm th2 V~rq1n'a

Agricultural Counc11 Fund. This nongeneral fund 1s made up DT cert31n
assessments on agricultural products, taxes. and a "oluntary levy on gasoline
sold for agricultural purposes.

The following section presents 'nformat1on on 1nnovat1ve programs 1n other
states.
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SECTION THREE -~ STATE IN~OVATIVE ECO~OMIC OEVELCP~~~T PROGRAMS

Th1s sect10n presents 1nformat1on on \nnQvat1ve a?prcacn~s to ~conom'c

development 1n other states.

All of the states operate s'm\lar basic economic ~~veionment programs.
These 1nvolve 1ndustr1al recruitment and location, assist~nc~ to e~ist1ng

bus1nesses and 1ndustr1es, advert1s1ng and product premotion, port development
(where appl1cable). export promot1on. industr1al tr:11'ning, :nd -Foreign office
programs. The areas where state piograms d1ffer !d:lcely :~:1d ·,;oere 3 var1ety of
1nnovat1ve aDproaches have been taken are 1n the provisicn ~f finJncial and
techn1cal ass1stance to entrepreneurs and small ousi~esses.

Th's sect10n describes the major categories of 1nno~at1vc 9rograms. The
categor'es are: Innovat1ve F1nanc1ng. Foster'ng H1gh Techoology Development,
New Bus1ness and New Product Development, Venture C~p1tal, ?~bl'c ?~ns1on Fund
Investments and Econom1c Adjustment.

INNOVATIVE r!~ANCING

State development f1nance programs have b~come ~ncr~a~1rglJ soph1sticated
and d1verse. for years, states have provided lc~ cost i~~JnC1ng to business
and 1ndustry through the issuance of tax-exempt ~cnds. ~~centl1, 3ta~es have
moved 1nto the prov1s1on of d1rect f1nancing for small ~U$l~eSS and industry
wh1ch often cannot secure adequate f1nancing t~rcugn ~or~a~ :~annels.

The structure of f1nanc1ng programs var'as d!pend~ng ~n legal r3ctors
un1que to a state. Bank and d1rect loan programs ar~ ~.:~scrihed ~e1cw.

Bank Loan Programs: ~any states have created programs to encoura~e and
fac111tate bank loans to small bus1nesses, often Jt'b21cw-!nar~et 'interest
rates or favorable repayment terms. These programs offer a ~ide variety of
1ncentives to both banks and borrowers. The programs include ~ctivit1es such
as umbrella bonds,~1 bank pools, econom1c development t'm~ depos1ts t and
loan guarantees.

The umbrella' bond programs used in Connect1cut and ~ontana are designed to
allow small firms access to the tax-exempt bond market. T~e loans may be
-bundled" as 1n Hontana where the bonds are sold when a $5 million l1mit is
reached. Ne1th2f the Montana nor Connecticut programs prov1de construction
f1nanc1ng or 1nter1m financing which comes from' r~gulai bank loans and the
funds are not d1spensed until completion of the project'. The interest rate
charged 1s equal to that charged on the sale of the bonds. The result is that
borrowers pay "below..:market rates of interest o'n long term loans. Also. the
state comm1tment that funding will be provided at project completion allows
banks to part1c1pate 1n projects wh1ch they might otherw1se cons1der too risky.

2f The V1rg1n1a Small Business Financing Author1ty issues revenue bonds on
an umbrella bas's.

-17-



The bank pool program was developed in Texas. as part of the Ha1n Street
Project which is a publ1c-pr1vate program to rev1ta11ze do~ntown areas of
small c1t1es. Local banks and thr1ft 1nst1tut1ons have ~greed to pool the1r
funds at an agreed upon amount. These funds are used to nrovide low 1nterest
loans to bus1nesses for facade rehab111tat1on. Thg lenders share their risks
and also have the opportunity for additional conventional loans generated by
the program.

In Missouri. Econom'c Development T1me Depos1ts are used to encourage
banks to make 'economic development loans. The state annually deposits $15-$20
m11110n in M1ssour1 banks w1th the st1pulat1on that thes~ funds be used for
spec1f1ed economic development loan purposes. The 1nter~st rate paid to the
state is based on the Treasury-bill rate. Therefore. the banks have access to
loan funds at a generally lower than average rate and ar~ ~ncouraged to ~ke

econom1c development loans.

California operates a loan guarantee program ~h'ch 1s adm'n1stered by
non-profit corporations, across the state. The state guarantees up to 90% of
small business loans and 100% in h1gh r1sk areas. 8anks c~:rq~ the prevailing
interest rate and are guaranteed repayment by the state in case of default.

Minnesota operates a loan guarantee progra:R through 1ts Export Finance
Authority. This program is designed to provide small Jna ~ea1um-s1ze firms
access to export loans. The Author1ty guarante!s up to OG% of loans used for
work1ng capital or sh1pment of exports for firms wh1ch ~3ve already made a
sale. The program benef1ts both borrowers, ~ho must have pr~viousiy been
den1ed a loan by a bank to be el1g1ble and banks ~h1ch charge prevJ111ng
interest rates and serve a new line of clients.

Direct loan ~rograms: These programs provide loans d1rectly to businesses and
1ndustr1es for all or part of project f1nanc1ng. Many of the programs operate
through pr1vate or quasi-publ1c intermediaries. such as development credit
corporat1ons, and most operate as revolving loan funds whose original
capitalization m1ght have come from a federal grant or a state appropr1at1on.
Examples of this type of 1nnovative financing are the Oevelopment Credit
Corporat1ons in Kansas and Maryland and the M1ch1gan strateg1c Fund.

The Kansas and Maryland Development Cred1t Corporations are owned
pr1mar11y by shareholders made up of the major corporations and ut111ty
companies in their respect1ve states. The shareholder investments are used to
form a reserve with which to cover losses. Banks make loans to the
corporations at or near the prime 1nterest rate and these funds are 'n turn
loaned to e11g1ble businesses and 1ndustr1es. The corporat1ons make loans
primarily to small businesses at 1nterest rates set at· f1~ed percentages above
the corporat1ons' bank lean costs. The result is that borrouers can generally
obtain loans at rates that are lower than~_from other sources and with more
favorabie-repayment terms.

The "1ch1gan Strateg1c Fund was established in 1984 when a number of
development f1nanc1ng programs were consolidated'. 'The fund is authorized to
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prov1de d1rect loans for both fixed assets and ~ork1ng capital, 1ssue tax
exempt revenue bonds. guarantae or insure loans, 9rnvide :oyalty based
f1nanc1ng for product development. and prov1de f~nancin~ for ~~port

transact1ons. It aiso is authorized to provide loans ~nd loan guarantees to
local governments for infrastructure projects.

FOSTERING HIGH TECHNOLOGY DEVELOPME~T

The states have begun to pay increas1ng attention ~o n'~h technology firms
and the role they play in econom1c development. stute activities ~n th1s area
'nclude a var1ety of f1nanc1al and non-f1nanc'al assi~t~nc2 programs.

f1nanc1al assistance programs generally 1nelude such activities as the
prov1s1on of equity-type f1nanc1ng or seed cap1tal for emerg1ng bus1nesses and
the support of research and development 1n partnersh1p vith universit1es,
private companies and other investors. Support for research and development
commonly 1nvolves fund1ng un1vers1ty based research c~nters ~hich are often
called "centers of excellence" or "advanced technolo9~ c~nters.n These
Ucenters" wouid equate with the Center for Innovative Technology 1n V1rg1n~a.

Non-f1nancial assistance 1ncludes such act1'/;ties as commercialization
programs which provide techn1cal and management 5erv1ces ~s wei1 as lc~ cost
incubator space and training or retraining programs fer ~2chnclogy based firms.

Non-financial ass1stance also 1ncludes tgchnology tr~nsfer pro~rams. The
pr1mary benefits of technology development ur~ not felt ~·nt11 introduced 1nto
the ex1st1ng business sector, and technology tr3"sfer ~if1itS 5~ek to
accelerate this process. This usually 1s done through ~ c~mb1nation of
1nformat1cn and field services.

Follow1ng are examples of state technolog~ development programs wh1ch
encompass the range of state activities descr1bed above.

The North Carol1na New Tachnology Jobs Init1at1~e st~rted in 1983
represents a combination of f'nanc1al and non-financ1al assistancg to new and
small businesses. The program has two components .. One 1s an incubator
fac111t1es program wh'ch provides one-t1me grants to corrrnun1t1es to establish
incubator facilities. The incubators provide space, shared equipment and
support 'services to new, small businesses. Communities must match the state
grants and meet certa1n criteria, one of which is an arrJngement w1th an
1nst1tut1on of h1gher education to prov1de technical and management assistance
for the tenants of the incubator fac111ty.

The second component is the Innovation Research Fund wh'ch provides seed
cap1tal to new, small bus1nesses. The fund will prov1de up to ~50,OOO in
equity f1nanc1ng- for ···the re·search stage of development. !t is l1m1t2d to
research only since the state Const1tut1on proh1b,ts d1rect investment in
private bus1nesses.

The Ben Frankl1n Partnership Program 1n Pennsylvan'a is an example of a
un1vers1ty based research center wh1ch links h1gher educat10n w1th the private
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sector to foster technological development. The partners~;p provides grants
for appl1ed research and development and technical and f1nanc1al ass1stance to
entrepreneurs and existing bus1nesses. With match1ng r'Jnds from the private
sector, the partnership has established four Advanced Tachnology Centers. The
centers represent a consortium of private sector, labor, research
un1vers1t1es, other higher education 1nst1tut1ons, and economic development
groups. The centers conduct jo1nt research and development projects,
education and tra1n1ng act1v1t1es, and provide assistance services io
entrepreneurs.

The Maryland Technology Extens10n Service is an exampje of a technology
transfer program. The state operates technology extension offices in
conjunction w1th the Eng1ne~r1ng Research Center at the University of
Maryland. The off1ces are staffed by engineers with 1ndustr~al exper1ence who
prov1de techn1cal adv1ce and problem solv1ng services to companies at no
charge.

NEW BUSINESS AND NEW PRODUCT DEVELOPMENT

A study by David Birch in the late 1970's entitled Tha Job Ganerat10n
Process, found that small f1rms (20 employees or less) generated two-thirds of
all the new jobs created 1n the Un1ted States 10 the earl~ and rn1d-1970's and
that more than half of these new jobs came from 1ndependent f1rms. More
recent data has tempered these findings somewhat but th~ data st111 shows that
half of all new jobs have been created by new and independent firms.

New and small businesses have needs different from aider ~nd larger
bus1nesses. part1cularly w1th regard to capital requ1rements and financing.
They are also more likely to need ~nagement and tecnnical assistance.

The states have begun to place 1ncreas1ng emphas1s on new and small
bus1nesses w1th a variety of programs to assist in new business and new
product development. One type of program is entrepreneurial ass1stance and
tra1n1ng. Under this program, a wide range of support services are provided
to the technolog1cal innovator or entrepreneur to assist in transform1ng ideas
and 1nvent1ons into products ready for marketing, manufactur1ng and
distribution. The services prov1ded generally 1nclude technical ass1stance,
test1ng. market evaluation, a'nd business and management adv1ce. Specific
examples of state programs 1n th1s area are the Institute for Ventures in New
Technology in Texas and the Connecticut Product Development Corporation.

The Institute for Ventures in New Technology is operated out of Texas A&M
Un1vers1ty. It prov1des techn1cal ass1stance'1n the evaluation and
development of new products and processes for small businesses and 1nd1v1dual
entrepreneurs. The Institute draws on faculty and graduate students for
product ~eveJopment and eng1neer1ng, market anaiys1s and plann'ng, human
resource analysis. f1nanc1al plann1ng and the creation of bus1ness plans.

The Connecticut Product Development Corporat'on wh'ch was chartered 1" .
1972, is a quasi-public corporation which provides ·risk cap1tal for the
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development phase of a new product or process. It ~s ~es1Qned to meet very
spec'f1c capital needs wh1ch cannot be met in private cap1tal markets. It was
1n1t1ally funded through a $10 m\ll1on general ob'l'gat1on bond 1ssue by the
state of Connecticut. The corporation ~111 fund up to 60% of the development
costs of a product to compan1es meet1ng eligibility and selection criter1a.
Payback to the corporation is on a royalty basis, normally 5% of net sales, up
to a mult1ple of the ·corporation's or1g1nal 1nvestment, ~n1ch 1s determ1ned by
the payback period. with a smaller multiple for a shorter payback period.

VENTURE CAPITAL

It 1s d1fficult to draw a clear distinction between New Business/Product
Development Programs and Venture Cap1tal Programs. For example, a ~jor part
of the act1v1ties of the Connect1cut Product Development Co~porat1on,
descr1bed above. might be considered as venture cap1tal operations. However,
venture capital programs provide .cap1tal for start-up and early stage or
·seed u capital f1nanc1ng for new businesses rather than for research and
product development. However, some state capital rund1nq programs encompass
the gamut of financing from research to product 1ntroduction and market1ng.

w,th the 1ncreas1ng emphasis on small and new bus1ne'sses, states have been
supplementing the private venture capital markets and prov1d1ng capital to
high r1sk new business act1v1t1es wh1ch m1ght otherwise be unabl! to acta'"
necessary f1nanc1ng. The Nat10nal Governors' Assoc1at1on est1mates that 28
states currently support some type of venture capital program. state
involvement in venture capital programs was much less frequ~nt in past years
because of the h1gh-risk and concerns over the appropr1ateness of ~qu1ty

investments 1n the private sector. These concerns have been overcome by the
estab11shment of quas1-publ1c agenc1es to adm1n1ster the venture financing
programs. State venture capital programs differ widely frcm state to state,
1n terms of sources of 1n1t1al capital, types of ass1stance provided, and
adm1n1ster1ng bod1es. Two examples of state venture capital programs are
descr1bed below.

The Indiana Corporat1on for Innovation Development was established as a
private, for prof1t corporat1on 1n 1981. The objective of the Corporation is
to make equity-oriented direct investments in Ind1ana businesses. The
Corporation makes several types of investments, wh1ch may include investing in
Small BtJs1ness Investment Companies, providing seed capital to entrepreneurs,
and equ\ty and loan financing to exist1ng bus1nesses. The Corporat1on is a
pr1vate company and receives no public funds. However, purchasers of the
Corporat1on's stock receive a tax cred1t of up to 30% of their total
investment. Investors in the Corporat1on are predominantly Indiana
corporations who view their investment as a cOnJDun1ty ~erv1ce rather than a
profit making venture.

The Massacnusetts Technology Development Corporation which -began
investment act1v1t1~s in 1979 was the nation's first venture capital firm
f1nanced entirely with publ1c funds. The object1ve of the Corporation is to
provide cap1tal to start-up and early-stage, high r1sk. technology based
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compan'es 1n Massachusetts. It focuses on comoan1es which have the capac1ty
to generate s1gn1f1cant employment growth ~ut wh1ch have been unable to securt
sufficient financing from conventional sources. The Corporation provides a
comb1nat1on of debt and equity capital at below market rates in co-ventures
w1th private venture capital firms. It also provides techn1cal and ~nagemen1

assistance to firms 1n wh1ch 1t 1nvests. The Corporat1on was 1n1t1al1y
cap1tal'zed through a combination of federal (Econom1c Development
Administration grant) and state monies totaling $4 m1111on.

PUBLIC PENSION FUND INVESTMENTS

Publ1c pension funds can prov1de a potentially s1gn1f'cant source of
long-term and venture capital for small bus1n~sses. Between 1978 and 1984,
twenty-five states took measures to l1bera11ze the investment cr1ter1a of
their pension funds to allow venture or small business type investments. The
liberalization of investment cr1ter1a has taken three forms, "basket clauses.·
specif1cal1y authorized 1nvestments 1n venture lim1ted partnersh1ps, and use
of the ·Prudent Investor Standard.-

The -basket clause" allows a certain percentage of pension fund assets to
be invested in ways not otherwise perm1tted. Specifically authorized
investments in venture capital l1mited partnerships allows discretion for
investments in new and small bus1nesses. Ten states have el1m1nated their
list of legal pension fund 1nvestment instruments and replaced 1t· w1th the
·Prudent Investor Standard H which provides broad authority to make 1nvestments
that would •..• be selected by an 1nvestor of prudence, d1ligence, and
intelligence 1n the management of h1s or her own affairs, g1v1ng due
cons1derat1on to the safety of pr1nc1pal and 1ncome.-il Under this rule~
pract1cally every 1mportant type of secur1ty would be e11gible.

Spec1fic examples of a few selected state penston fund investment programs
are descr1bed below. '

In 1982, the Michigan state leg1slature authorized the state retirement
fund to invest up to 5% of its assets in venture capital. With a $9 billion
ret1rement fund, the amount available for venture capital investment 1s $450
million. As of 1985, $35.8 million had been 1nvested d\rectly 1nto 21
Michigan companies and 1 out-of-state company and another $77 million had been
1nvested.1n limited partnerships or venture cap1tal pools.

In 1973, the Alabama Retirement System began making business loans in an
attempt to put money back into the state and 1mprove the economy. This
program is the only d'rect loan program capitalized by pub"c pension funds.
The System offers permanent financing for plant and equ1pment to f1rms of any
~1ze, in any state, that have an A or better credit rating. The loans are

if State Act1v1t1es in Capital Formation: Venture Cap1tal. Working Cap1tal,
and Public Pension Fund Investments, Off1ce of Advocacy. U.S. Small Business
Administration, Washington, D.C., June, 1985, page a9.
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made at preva111ng market r~tes of interest ,and are ~ormally ~or five to ten
years but can be extended to f1fte~n ye~rs 'f helpful 'n attract1ng a f1rm to
Alabama. The major advantage of' th~'loans is ,their long term nature which is
generally not ava'lable from other sources .. '

In 1981 t Oh10 state leg'1.s1at1on ~equ1red, all state-adm1n1stered pens10n
systems to adopt ,·the IIPrude'nt Investor 'Standard- 1'n add1t1on to the legal list
of 'nvestments. Add1t'on~1 leg1s1atlon 1n 19S2 al"lowed 5% of assets to be
invested in venture cap1tal l1m1ted partnerships, provided one of three
cr1ter1a 15 met: 1) the firm must be headquartered in Ohio; 2) 50% of the
f1rm l s assets must be located in Ohio; and, 3) 50% of the f1rm's employees
must be located in Ohio.

Despite the movement toward l1bera11zat1on of pension fund investments, at
present only a very small percentage of venture and small business capital is
funded from this source -- less than 1% in 1985.

ECONOMIC ADJUSTMENT PROGRAMS

V1rtual1y all states have programs to work with ex1sting industr1es which
may be exper1enc1ng problems or to respond to plant closings and layoffs. .

. V1rg1n'a, for 1nstance, has a program to work w1th existing industries 1n the
Department of Econom1c Development and a revolving fund adm1n1stered by the
Department of Housing and Commun1ty Development to a1d in retaining jobs and
ass1sting 1n plant closings. However, there are two types of programs which
may be of 1nterest since they appear to be more comprehensive than the
programs operated 1n V1rg1n1a and many other states. These are the use of
economic adjustment teams and comprehensive management and techn'cai
ass1stance programs.

More than twenty states have established econom'c adjustment teams. South
Carolina's Rapid Response Team is one example. The purpose of these teams 1s
to coordinate the del'very of services 1n case of a plant closing. In South
Carolina, the team draws on the serv1ces of five agencies. These are the
state Development Board, the state Board for Technical and Comprehensive
Education, the Employment Security Comm1ss1on, the Governor·s Office of
Employment and Tra1ning, and the Jobs/Economic Development Agency (a
development finance agency). The team seeks to avert the closing if poss1ble
and, if not. to coordinate the closing ," an effective manner. The first
priority is to provide assistance to the work force through access to job
placement and retra1n1ng. The second priority is to try to f1nd a market for
the re-use of the plant fac1l1ty.

An example of a Comprehensive Management and Technical Assistance program
is the Massachusetts' Mature Industr1es Program. This program has three
components: the Industrial Services Program, the Economic Stab111zat1on Trust
Fund, and the O'slocated Workers Program. The fndustr1al Services Program
provides management and technical ass1stance to firms upon request. Th1s may
1nvolve 1dentifying efficiency problems, new ~rkets. more productive
processes, or capital needs. In addition, 1nformat'on 1s provided on public
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f1nanc1ng sources, and assistance 1s given 1n loan packag1ng and preparing
applicat10ns for f1nanc1al assistance. The £ccnom'c Development Stab'lization
Trust Fund prov1des high risk capital that can be used to f1nance change of
ownership. corporate restructur1ng or turn-around plans to ~ke a firm more
compet1t1ve. The Dislocated Workers Program comes 1nto play when a f1rm
cannot surv1ve. It coord1nates efforts to ass1st the workforce 1n
re-employment and finding potential uses for the plant fac111ty.

-24-



APPENDICES

A -- V1rg1n'a State Econom1c Development Activit1es

B -- V1rg1n1aConrnod1ty Boards

C -- Source Pub11cat1ons

-25-



APPENDIX A

VIRGIN~ STAlE E~IC DEVELOPMENT ACtIVITIES

ACTIVity MJTtIlRlJY EllPlOYtENt LEVEL flII)llG LEVEL
PRIMAY AGENCIES CLASSIf IfAI ION SPECIFIC ACTIVITIES (Code Cite) StltPROGlWt (1986~J) --1J.!g6-87)

OEPARTfENT (1= Danfst'c ....rketiAl 'ttl. 2.1. Industrl.l 16 FIE ••3J6
ECDDtIC th. 32.1 Pranotion
DEVElCfttEN' Attr.cti~ businesses Direct lMrketins ca11s;

through dmnestIe publications an pro-
,.rIc.tlne mttCNl 'laDS;

community and s,~
location visits·
Virginia fIlm Office 3 fTE $180,000

International 'Itle 2.1, Induslrt.l 12 FIE $6JJ.219
IlirlCet 'ng th. 32.1 PrGlDlion

Attracting businesses Direct ~rketins callsi
through international publications an '
IMrlceting p~t'onal Items;

camun'ty and s' te
location visits

Help'ng businesses Consulting and referral
survive .nd expand se"Ices; INnle tng and •through Internal 'anal other professlana1 \D

SAles services; wrkslq)s: N

•trade .Isslons; foreign
offices - Brussels
.,.,. Tok)G

CcImIInitx .nd Business litl.2.1 l .....strl.1 17 fIE $630,215
Sirvlces at. 32.1 Pranotion·

IndustrIal location
Helping loca1 community certification Assistance
gover.....ts progr•
• ttrKt businesses

Helping businesses Business aeudsIIIn
survive ande~ service. regional
through cblest Ie offices - Abingdon,
sales Staunton and South

Boston

~rketing services Title 2.1. Industrial 13 FTE $1,463.081
th. 32.1 location

ConciuctinS research Develop economic. AssisWnce
and prow' tng demographic, and
'nfonMl'~ Market reSHrch;

coordinate advertising
progr..



PAIHMY AG£NCIES

DEPARtMENT (J=
Ea»I(JtlC
OEVELCPrUI
(Continued)

ACTIVI1Y
CLASSIFlCA110N

Sma'l BusIness &
financial ServIces

Helping businesses
survtve and exp~nd
through cbnest1e
sales

Industrial Training

_roving the
workforce through
training and
Infonnltlon

IW'~I'Y EltPLOYfENT LEVEL FIIIDING LEVEL
SPECIFIC ACTIVITIES {Code Ci\U SlItPRO".RM (1986-8J) (1986-81) ._

Title 2.1, Industrial PralDtton; ~ FIE $18J,101
Ch. 32.1 Industrial locatIon

Assistance
Bustness
ClltMJdsman service;
consu1t i ng and
informat 'on services:
Vir,in'. Senlll lttle 9,

·Bus,ness ~;nance 0..28
Authorlty-

Title 2.1, Industrial 9 FIE 12.358,291
th. 32.1 fftplOree

~1o,ee training
Train "9

and retraining;
tr.intng progr.
dive'OIJII'Mt:
..loyee recru' went

~cy Totals
, of Agency Budget

7lTI! 1fi;-44~

VIRGINIA Pelt,
Mllaml"

Trade oevel~

~rt/export services Targeted advertising;
to incrNse port trade seninars;
vol.. . cargo so)icitatton;

VEXI~ i iq>Ort in,
serviees; cbnest'c and
foreign offices -
.... York. "'nston
·S.I_. Chlugo,
Brussels. lokyo, Sao
'aulo, Hong Kong

Title 62.1,
0\. 10

IIItlanll &
Internat'onal
Trade servicesl· .
CClnnerce Adver 's'ng

3.25 F'E

13 FIE

S12J,'10

11,235.820

•r--
N•

Attracting businesses
through d1Besticl
International
marketing

Helping businesses
survive and ex~nd
th~gh domestic!
internal 'onaI sales

foreign 1r•• Zones;
trade S8Rlnars;
"stic and foretgn
offices

consulting and referral
services; workslq»s;
Iega1 ass 'stance;
banking and other
professional services

.96 fIE tlI.2IO

11 VS8FA Is • separate. non-state agency "ith its own Board and authority. OED prov'~ suff assistance to VSBfA.

?I Virginia Export Trading ~ny. Inc.



PRIMAY AGENCIES

VIRGINIA POI,
AUJfOIIlY
(Continued)

ACTIVllY
CLASSIFICAllC»l

Jr•• Develcpnent

Conduct'~ research
and providing
'nformat'on

SPECIFIC ACTIVITIES

Infonmatlon servtces;
IMrket research

AlJl,mllY
(Code Cite) SlIlPROOfWt

EIIPlOYMENT LEVEL
(1986-87)

AlfOING LEVEL
(1986-8J)

~c, Totals 35•• fIE ~t3;a,~'0 Agency Budget

OEPARTIENT (F Agricultural ~rketlnA lttle 3.1. Agr'cultural COIftW)dtly 12.35 F1E $2,020,-
IMIQJll.. th. l8.~ PrcJlDt ion:
AND mHSlIO promatin~roducts Product and carmdi ty 2.,25, .1, Agricultural
SEAVI~S th~gh stic pramt 'on by 26. 212&40. ProclIct PrOIOtton

I'Irtceting ComDdi ty Boards (13); lit Ie . '.trade shows. . th. 11.
product ~I'ng;
cooperative Idverllslng

ConducUj1 reSHrch Research _elcpllftl.
• nd prowl '''I uti ~I.l studies•
inforwtlon _rket infOlWltion

•Seafood ....rket t"" litle 3.1, seafood Product 2 FIE $294,610 co
N

0.. 18.2k Pranotton services I
PrcnDtl~cts Product PrcllDt ion 24,25, .1,
throufh lie ~y Vlrtinia Marine 26. 2J'I.e40.
~rtce tnt '''''c s Board. Title .1,

trade shows; CIt. '1.
product ...11ng;
cooperative .dvertlsing

conduct'.. resHrcb Research, Mel...t •
• nd provIding .nd~ .11 studies;
Informa"Ion _net InfOl1lllion

Tr•• DevelOl!l!ftt Tttle 3.1, Nat lana1 and 22 FIE . $1,35O,66J
0.. 6. 23, 26. International

Pnamottng prodUcts Market information; litle 61. t lrade services
th~gh domestic selling assistance: a.. C
_rketing inspect ion and

certification:
sales development
.Issions



PRl~Y AG£NCIES

DEPARtMENT Of
AGRIQlLTmf
HID COHSUt1ER
SERVICES
(COntinued)

ACTIVIty
CLASS IF leAl ION

P~tin9 products
throuyh 1nterna
tiona ~rketing

SrECIFIC ACTIVITIES

foreign trade shows;
trade missions;
consulting and
referral services,
on-stte tnspec\ions;
foreign offIces 
Brussels & Tokyo

AUTOORlty
(Code Cite} SlIIPAOCtRNt

ElFlOYIENT LEVEL
(1986-81)

fllfOlNO LEVEL
( 1986--81)

.ncJ lotals'0 Agency Budget

Totals for Primary Agenctes

~:35tTE

142.83 FTE

$3.i6S-,4821."
.113.518.804

.ncv 'otals
, of Agency Budget

VIRGINIA ~IER Trade oevelopnent
Felt "'LO .
tRADE-if Helping businesses

survive and expand
through international
s.les

No Code Cite. Industrial
An agreomnt Development services
between u. s.
Econ. oevelapllent
Adnin. & Slate
of Vlrgln'a.

Title 36, Industrial Development
Ch. 8 services

litl. 59.1-278 IndustriAl oev.l....t
services

2 fTE !/
•0\

if
N

1 fIE •

0Tr ,~

5.08 FTE $300,000

SECONDARY Ar~NCIES

OEPAATItENT m=
tDJSING AND
oomJ4llY
OEVELOPtfEHl

CcJmIJnttv services

Helping local
governnents
attract
businesses

Econanic Development
Revolving lOin
Fund

CGMunity Develop
.nt Block Grants

Virglnii Urban
Enterpr'se Zones

'raining; trade
setinars; foreign
1...,.91 tr.tning

'itle 23.
at. ·S

Sponsored PrograMs

1 FIE ¥

.ntJ Totals'0 Agency Budget
5~CJBFTE PJO-lJOO

'0.31

~I Aone-t ,me federal grant of $6 tni 11 ion was Made in 1911. Funds are for loans or grants to create or retain penMnent jobs. Slate pays achin'strattve
costs only.

!I Agency wi 11 disburse approxhMtely $6 Ifti' 1ion in federal C08G econanie developnent funds in FY 1986-8J. Stelte pays achinistrative costs.

~I It 1S a ux credit program for qual 'fying COft1)cInies in both urban and rural areas. Agency disburses no funck, but bears aclninlstrat've costs.

§I Jhe center is an educational arm of Old Daninion University, which works ,,'th the Port Authority and Department of Econanic Develop1ent to provide
training and other services to practitioners in international trade.



ACllVllY AlJltD111Y E..lOntENT lEVEL FlIfDING LEVEL
S£CDMRY AGENCIES ClASSIFICATtflt SPECIFIC ACTIVITIES (fA)de ette) SUBPROGIWt ( 1986-81) (1986-81)

VIRGiliA Agricultural Research "tle 3.1, Agricultural o FIE $205.615
MiRIQJLll1W. Ch. 4.1 rilmDdity
CDJNCll COnducting research Research and market Pl"QN)t ion and

and providing development projects Support
Infonlllion

~'OUIS Irm '~6115i 0 Agency Budget 1 .CJI,

aNIEA fat ~ tech Research 0'seret'Dnl~ Sponsored Prog'MS MIA $9,GOO,GOO
INllJVA11VEJI

a Hinagement Inclusion. •
lECHIJlOGY- 643, 1986 Acts

Concb:UV3 resear'Q High tech research; of Assent»ly
.nd provi ing Nrket'~ and
infonnatIon consult'",

"'r:J lobls 171 $fJ;fDr,:", Agency Iudgtt 1 .or.

DEPMTIEII CJf fIIrtet and IIIINl.....t ,Ill. 2.1, ..'norlty J fIE $212,GOO
IIIIDI1Y IUSIIESS DivelC!l!!!ftI Q. r.5 Ente:;yrse
EIlEJIIIRISE Coord natIon

Helping businesses IusIness lIIftIe-enl ..-d Pranot'on. •survive ..... counseling- "Inorlty Enterprise 0
th~ ~tlc eG.tut lanaI fGNIS Dev.l~t _ CW1

Yles • tr.lnlng; _rowIII!nt I

technic.' ~t:
. bonding and financing
iSS istance;
identify';! .rtret
apportunlt es

~IoblS TJ1( $212-001I
, Agency lludget Ai."

louIs for Sec:ondIry Agencies

'o~ls for All Agencies

16•• FIE!'

. 158.91 F1E@I

$9,813,615

123,332.419

II lIon-stite agency involved in high tech research ~ tnanagement In conjunction "ith private tnclJstry .and Vlrginl. universities.

I' Does not include Cll.



APPENDIX B

VIRGINIA COMMODITY BOARDS

Bright Flue-Cured Tobacco Board

Corn Board

Dark Fired Tobacco Board

Egg Board

Pork Industry Board

Soybean Board

State Apple Board

Peanut Board

sweet Potato Board

Cattle Industry Board

Virginia Marine Products Board

Virginia Winegrowers' Advisory Board

Virginia Farmers' Market Board

TOTAL

11 1986-87 employment level of 1.0 .FTE.
~I 1986-87 employment level of 4.35 FTE.

DL/46S1w/pht

Funding Level
(1986-87)

$ 83,000

$ 100,000

$ 6,000

$ 180,000

$ 195,00011

$ 215,000

$ 375,0002 /

$ 260,000

$ 12,000

$ 156,000

$ 294,610

$ 140,000

S 125,000

$ 2,141.610



APPENDIX C

SOURCE PUBLICATIONS

1. Econom'c Development: A SurveY of State Act1vities" Robert J.
Re1nshuttle, Council of state Governments, Lex1ngton, Kentucky, 1983.

2. In1t1at1ves in State Economic Development, Ilene K. Grossman, For the
Bus1ness Development Task force of the Midwestern Conference of the
Counc1l of State Governments, Chicago, 1111n015, 1984.

3. AnalYs1s of Innovative State Economic Development F\nanc1ng Programs:
ARpend1x, Deborah Matz, Nat10nal Assoc1at1on of state Development

,Agencies, Wash1ngton, D.C., August. 1985.

4. State Act1v1t1es in Capital Formation: Venture Capital. Working Capital.
and Publ1c Pens10n Fund Investments. Off tee of Advocacy, U.s. small
Bus1ness Adm1n1strat1on, Wash1ngton, D.C., June, 1985.

5. Econom1c Development: Briefing Paper for Incoming Governors. Dewitt John
and Mar'anne Clarke, Center for Po11cy Research and Analys1s. National
Governors' Assoc1at1on, Wlshtngton, D.C., August, 1986.

6. Rev1ta11z1ng State Economies, Marianne K. Clar·ke. Center for Policy
Research and Analys1s, National 'Governors' Assoc1at1on, Wash1ngton. D.C.,
August, 1986. '

1479R

-32-



APPENDIX II

Page 1

OUTLIllE., OF
PROPOSED ORGAIIIZATIOIW. STAFFIRG FOBCTIORS

DEPARTMEIIT 01' ECOROlfIC DBVELOPIIBBT
PBEPAIED BY DIT - DEC!EMBBJl 1986

DlRECTOR~S OFFICE

D1rec1:or

o Commonwealth~s principal representation on economic development issues
o Varied agency head responsibilities
o Direct marketing activities '
o External public relations fuDction

Status:
Current

1 professional position
1 secretarial position

Deputy Director

Proposed

o BBIf POSITIOBS

o Agency's chief of staff
o Departmental planning and managemeDt
o Programmatic review and internal policy development
o Development of a comprehensive economic development plan
o Coordinate the Divisional mar~t1Dg strategies
o Coordinate agency advertising

Status:
CarreJlt

Q'existing positioDS

Public Affairs/Governmental Relations Office

Proposed

1 BBIf POSInO. - PRDPESSIOBAL
1 BBIf raSIno. - SECKETARIAL

o Legislative bill tracking and drafting
o Legislative and executive liaison
o Policy Analysis
o bOleas'lug quareerly econo1ll1c statistics
,0 Departmentai public information and DeWS releases
o Speech writing coordination '
o Meeting planning and coordination
o Special projects
o Gift program.

Status:
Curr~t hO~8ed

o existing positions. 3 REV POSITIONS -PllOlESSIOBAL



Page 2

Employee Relations Office

o Personnel management
o Staff recruitment
o Training and staff development
o EEO/AA
o Benefits
o Employee classifieati'oD'

Status:
Carren!:

1 existing position - vacan~

rece1ved 7/86

Small Business Finance

Proposed

o IBIl POsrnollS
Traasfer ~etarial
po81t:1oD frOll IlartetiDg
secuoa

o Financial services for small businesses
o t-plements policies of the Small Business Finance Authority Board

Status:
Carreat

2 professional positions
1 secretarial position
1 technical position

assigned to SBFA Board

ADHIRISTBATIOB DIVISIOB

Direccor of AdministratioD~s Office

Proposecl

o IBIl POSXTIORS

.~

o Direct and manage administrative and general services functions
o Provide direction for the Management Information SY8te./compu~er

support function
o Administer the Department~s Information Management Plan
o Manage internal service requests
o Coordinate agency budget process

Status:
Current

1 receptionist position

Management Information Systems

o ·Data processing
o Programming
o DP training
o System maintenance

Status:
Current

1 existing position - vacant
. received 7/86

Proposed

1 IIBIf POS1TIOR-PItOPBSSIORAL
1 IIBIf POSInOIl-SECJlETARTAJ·

Proposecl

1 lEW POSITIOll-TECBRICAL



Page 3

Budget and Finance Office

o Purchasing/procurement
o Budget
o Accounting
o Inventory and supply

Status:
CarreIlt

4 existing positions
1 P-14 position

Media Support Services

Proposed

1 1IBtI POSITIOB-PBOPESSIORAL
1 P-14 TO PElJfAJIEIlT

o Print production (responsible for .total process including bids and
follow-up)

o Audio visual materials
o Graphic arts
o Photography
o Video library (photos, slides, fi~s, Videos)

Status:
Current

3 existing positions

Mailroom/Transportation

o Mail processing and distribution
o Messenger services
o Express correspondence
a Vehicles
o· Fullfillment program assistance

Status :
Current

4 existing positions

TOUIUSH DIVISI:OB

Proposed

2 BEll POSIrIORS-PBOPESSIORAL

Proposed·

o BEll POSITIORS

Director's Office-(Director and Assistant Director)

o Develop and implement long-range travel development plans
o Coordinate local travel promocion organizations
o Develop cooperative public/private partnership activities
o Liaison ~~h o~ber state agencies and orga~izat1ons

o Direct the overall marketing strategies of three sections - research,
travel promotion, and sales

o Manage fulfillment program.

Status:
Current

2 professional positions
1 secretarial position

Proposed

o NEW POSITIORS



Page 4

Research and Community Services

o Research
o Travel development
o Ad agency coordination
o Advertising campaign development

Status:
CurreDt

1 professional position
1 secretarial position

Travel Promotion Services

Proposed

4 REV POSITIOBS-PROFESSIOllAL
1 REV POSmOR -SECKETAJUAL

o Broadcast relations (TV, Cable, talk shows)
a Print relations (print media, feature stories, travel writers)
o Special promotions (lAM tours, co-op promotions, special events)
o Salt water sport fisbing

Status:
Current

4 professional positions
2 secretarial positions

Sales Services

Proposed

1 REV POSITIOll-PROIESSIOllAL
1 !lEV POSITIOR SECIlE'URIAL

o Group travel (motorcoach, planners, operators)
o Convention and conference (business travel)
o Customer relations (Welcome Centers, hospitality training, etc.)
o Consumer shows
o Sales offices (Bell Tower, Washington, New York)

Status :
Currea1:

3 professional positions
2 secretarial positions

in Central Office
34 in Welcome Centers

6 P-14 positions in
Welcome Centers

4 in Sales offices

Proposed

1 BEll POSI'llOB-PROPESSIOllAL
1 !lEV POSITIOR-SECJlETAI.IAL
(CElITBAL OPnCE)
6 P-14'S to PEIIIA1mlIr
(WelcOlle CeDters)

2 BEll POSITIORS FOR
llASlIIBGTOB OPnCE -TECBRICAL



Page 5

IBDUSD.IAL DEVELOPHEBT DIVISION

Director's Office

o Liaison with other state agencies and organizations
o Develop and implement long-range industrial development plans
o Manage services of two major branches- Community and Business Services

ami Marketing
o Coordinate regional offices' services
o Supervise activities of the information office

Status:
Carrreat

1 professional position
1 secretarial position

Information Office

o Feature articles
o Regular production of a newsletter
o Business news media contacts
o Industrial Development public relations

Status:
Current

1 existing position

Proposed

o NEW POSlrIORS

Proposed

o NEW POSlnORS

Regional Offices - provide the following services within the region:

o Existing industry contacts
o Domestic Marketing support '~

o International Marketing support (including export trade support)
o Building and site surveys
o Community certification assistance
o Liaison with local economic development professionals and c~mmun1ty

governments

Status:
Curreal:

3 professional positions
3 secr~tar1al positions

DIRECTOR OF MARKETING BRANCH

Proposed

o NEW POSITIORS

o Manage a~d .pla~ ... industrial marketing strat~gies

o Develop and coordinate the overall marketing program implemented by the
the .three sections - Domestic, International, and Research

o Coordinate services with the C&BS Branch

Status:
Current

o existing positions

Proposed

1 lEW POSITIOlf-PBOFESSIORAL
1 BEW POSI7IOII-SECBETABIAJ..



Page 6

Domestic Marketing

o Outreach marketing to seven North American territories
o Prospect assistance and information
o Coordination of prospect visitations
o Science and technology promotion
o Promotion of film productions

Status:
CurreJl~

11 professional pOSitions
5 secretarial positions

International Marketing

o Inward investllU!Dt
o Export promotions
o Trade shows
o Brussels office
o Tokyo office

Status:
Current

8 professional positions
3 secretarial positions

Research Services

Proposecl

o lIEW POSITIORS
1 SBCBETAIlIAL POSITIOR

TBABSFEBBED TO EKPLO~

BELArIOllS OPllCE

Proposed

o lIBV POS:IrIOBS

o Conduct research to serve industrial development programs
o Prepare varied types of state research materials
o Prepare site-location brochures
o Coordinate research with other materials prepared for prospects.

Status:
Current

8 professional positions
3 secretarial positions

Proposed

2 lEV JlESEAB.CII POSITIORS
- PROPESSJ:OII&L

1 POSITIOR TBAIISFEBBED PROII
C & as

2 POSITIOllS DABSI'ERBED m
IIIDIA SUPPOJrr

1 POSInO. DABSI'ERBED TO ID
DlPOJDI&TIOB OITICE

1 POSXTIOR _ to
lIAlJAGJlME1IT DlPOlDlA7IOB
SYSrEIIS
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DIRECTOR OF COMMUNITY AND BUSINESS SERVICES BRANCH

o Manage and plan industrial C&BS services
o Develop and coordinate the programs implemented by the three sections 

Industrial Training, Business Services and Community Development
o Coordinate services with the Marketing Branch

Status:
Current

1 professional position
1 secretarial position

Industrial Training

Proposed

o BEll POSITIORS

o Market Virginia via industrial training programs (primary
responsibility of the Director)

o Coordinate .nd manage service delivery statewide (primary
responsibility of proposed assistance director position)

o Develop industrial training materials
o Coordinate the training process for individual businesses

Status:
CurreDt

7 professional positions
2 secretarial positions
2 P-14 positions

Business Services

Proposed

1 BEll POSITIOII-PI.OPESSIOllAL
2 P-14'S TO PEBMAtD:Jlr

o Sponsor existing industry program
o Provide small business assistance program
o Assist businesses with complaints

Status:
CarreD~

3 professional positions
1 secretarial position

Community Development

Proposed

1 BEll POSITIOR-PJWI'ESSI.OllAL
1 HEW" POSITIOR-SECIlETABTAI.
1 POSITIOB TRARSPElUlED FR.OII

THE C1JIlBBJfr SHALL BUSIBESS "
AIiD FIlIARCIAL SEllVICES
SEcrIOR

o Assist local government with development issues
o Sponsor eommun!·ty cer~ificat1on program
o Provide educational· programs
o Conduct buildings and sites surveys

Status:,
Current

3 professional positions
2 secretarial positions

Proposecl

o BEll POSITIORS



S1D8WlY OF BlEDED POSInOBS POB.~ DBPAJTMBI'l OF BCOllQK[C DBVELOPIIIft

The DI! study recommends the following positions needed by each orgaD!zat1oD&1
component aDd listed in order of priority.

Director"8 Office
1987-88

Deputy Director
Ezecutive Secretary
Legislative ADalyst

salary $101,718
PriDge $ 25,479
Start-up $ 13,000

Total $140,197
PTE 3 Gnad 'local $207,088

AdefDfaaatiOll DiY181.oa
1987-88

Director of Administration
Ezeeutive secretary
Computer Lead Operator
P1scal Assistant (!-14)
Illustrator

salary $104,316
Pringe $ 26,084
Start-up $ 14,000

Total $144,220
PTE 4 . Gz1md -rocal $341,827

rra~ aDd TCRId... Di91.ioa
1987-88

Media Promotion Spec:iallst
Marketing Specialist (Sales)
Travel Developraent Supervisor
Senior Secretary
Senior Secretary (Travel Pra.otion)

Salary $119,004
Pringe. .$ 29,.750
Start-up $ 21,500

Total $170,254
PTE 5 GraDd Total $472,868

Total Cost for positious for 87-88 • $ 619,285.00
Total Cost for positions for 88-89· 627,473-00

GraDd Total - $1,246,758-00

1988-89
IDfqrmat10D Director
IDformatioD Officer

salary $ 47,913
FriDge $ 11,978
Start-up $ 7,000

Total $ 66,891
PTE 2

1988-89
Media Support Supervisor
Fiscal Teclmic1aD

Salary $ 41,049
FriDge $ 10,312
Start-up $ 9,000

Total $ 60,361
PTE 2

1988-89
P1aIm1ng Research Econ0ll18t
Marketing Director
Bzecutive Secretary
IDdustr1al Trng. Asst. Mar.
Senior Secretary-(Bus. Srvs.)

Salary $140,446
rriDge $ 35,161
Start-up $ 22,000

'rotal $197,607
PTE S

1988-89
3 Travel Developaent Specialists
Senior Secretary - sales
Tour1.. Supervisor - D.C.
Tour1.. COUDSelor - D.C.·
6 Travel Center Assistants (P-14)

salary $206,891
Pringe $ S1, 723
Start-up $ 44,000

Total $302,614
PTE 12



~PENDIX III

RESOURCE SUMMARY

Proposal 1987-88 1988-90

}lIanagement « Administrative 7 FTE $329,000 5 FTE $ 187,000
support

Management Information 1 FTE $147,000
Support

Research Services 2 PTE $ 82,000 1 FTE $ 48,000

Export Development 2 FTE $160,000

Existing Industry 3 FTE $125,000 1 FTE $ 50,000

Domestic Marketinq 4 FTE $168,000 2 FTE $ 143,000

I.D. Advertisinq 0 FTE $750,000 0 FTE $ 350,000
"

Industrial Training 3 FTE $131,000

Ind. Trai~inq Equipment 0 FTE $1,800,000

Small "Business & Financial -1 FTE $ 53,000 3 FTE $ 128,000
Services

Small Business Data Base 1 FTE $ 250,000

Virginia Film Office 1 FTE ,$ 114,000

Marketinq Director 1 FTE $ 75,000

International Investment 1 FTE $ 58,000

Community Development 1 FTE $ 52,000
Services .

Shell Building Program 1 FTE $5,000,000

Governor's Economic Amount to be determined
Development contingency
Fund

GRAND TOTALS

Prepared by DED

23 FTE $1,945,000 18 FTE $8,255,000



APPENDIX IV
1987 SESSION

LD5947452

Referred to the Committee on Rules

Patrons-Diamonstein, Hall and Slayton

Clerk of the Senate

Passed By Tbe Senate
without amendment 0
with amendment 0
substitute 0
substitute w/amdt 0

Date: 1

Official Use By Clerks
Passed By

.TbeHouse of Delegates
without amendment 0
with amendment 0
substitute 0
substitute w/amdt 0

Clerk of the House of Delegates

Date: _

Be it enacted by the General Assembly of·Virginia:
1. That §§ 2.1-51.18 and 2.1-51.40 of the Code of Virginia are amended and reenacted as
follows:

§ 2.1-51.18. Agencies for which -responsible.-The Secretary of Transportation and Public
Safety shall be respoIlsible to the Governor for the following agencies: Department of
Highways and Transportation, VirgiBia PeR :lA~BtBerity, Department of Aviation, Department
of Alcoholic Beverage Control, Department of Corrections, Department of Correctional
Education, f' ·~.:i>artment of Criminal Justice Services, Department of State Police,
Department of Motor Vehicles, Department of Fire Programs and the Commonwealth's
Attorneys' Services and Training Council.

The Governor may. by executive order, assign any other state executive agency to the
Secretary of Transportation and Public Safety, or reassign any agency listed above to
another secretary.

§ 2.1-51.40. Agencies for which Secretary of Economic Development responsible.-The
Secretary shall be responsible to the Governor for the following agencies: Department of
Forestry, Department of Economic Development, Department of Labor and Industry,
Department of Mines, Minerals and Energy, Virginia Employment Commission, Department
of Commerce, Milk Commission, Department of AgriCUlture and Consumer Services,
Department of Housing and Community Development, Department of Minority Business
Enterprise, Virginia Agricultural Council, Commission for the Arts , Virginia Port Authority
and Virginia Marine Products Board.

The Governor, by executive order, may assign any state executive agency to the
Secretary of Economic Development, or reassign any agency listed in this section to
another secretary.
2. That the Governor may transfer an appropriation from special dedicated revenue or any
portion thereof within the state agency affected by the provisions of this act to support the
changes in organization or responsibility reSUlting from or reqUired by the provisions of this
act.
3. That the Governor may transfer any employees to support the changes in organization or
responsibility resulting from or required by this act.

1 HOUSE BILL NO. 938
2 Offered January 14, 1987
3 A BILL to amend and reenact §§ 2.1-51.18 and 2.1-51.40 of the Code of Virginia, relating
4 to agencies under the supervision ot the Secretary of Transportation and Public Safety
5 and the Secretary of Economic Development.
6
7
8
9

18
11
12
13
14
15
16
17
18
II
28
21
22
23
24
25
26
27
28
29
38
31
32
33
34
35
36
37
38
39
48
41
42
43
44
45
46
47
48
49
50
51
52
53
54



1987 SESSION APPENDIX V
LD5946452

Patrons-Diamonstein, Hall and Slayton

Referred to the Committee on General Laws

Clerk of the Senate

Passed By The Senate
-- without amendment 0

with amendment 0
substitute 0
substitute w/amdt 0

Date: 1

Official Use By Clerks
Passed By

Tbe Bouse of Delegates
- Without amendment 0

with amendment 0
substitute 0
substitute w/amdt 0

Clerk of the House of Delegates

Date: _

HOUSE BILL NO. 924
Offered January 14, 1987

A BILL to amend and reena~t §§ 2.1-548.10 and 2.1-548.11 of the Code of Virginia, relating
to the Industrial Development Services Advisory Board.

1
2
3
4
5
6
7
8
9

18 Be it enacted by the General Assembly of Virginia:
11 1. That §§ 2.1-548.10 and 2.1-548.11 of the Code of Virginia are amended and reenacted as
12 follows:
13 § 2.1-548.10. Industrial Development Services Advisory Board.-A. The Industrial
14 Development Services Advisory Board, .hereinafter referred to in this ~cle as the Board,
15 shall consist of eleJJeB twenty members appointed" by the Governor. ~ memBers eI tAe
18 Be&Pe sIlaII Be app9iBteEl iBitially as lellews: ~ tAf'ee memBers lei! teARS eI twe~~

17 ~ melHers lei! ieHRS eI~~ aBEl ~ f&1H: memBers lei! teFms ef~ ~ears,

18 aaQ tAereafter all There shall be at least one member from each Congressional District.
18 The members of the Board shall Be appoiBteEl lei! serve four yeafS - year terms.' No
28 member shall serve more than two successive full terms. The nine additional members
21 appointed to the Board pursuant to an amendment "to this section by the 1987 General
22 . Assembly shall initially be appointed to staggered terms as follows: three members for
Z3 terms of two years~· three members for terms of three years; and three members for terms
24 01 four years; subsequent appointments shall be for terms of four years. The appointments
25 to membership on the Board shall be SUbject to the confirmation by. the General Assembly
26 if in session, and if not, then at the next succeeding session. Vacancies on the Board shall
27 be filled for the unexpired term, subject to confirmation as original appointees. The
28 Director shall serve on the Board in an ex officio capacity.
29 B. The Governor shall appoint the Chairman and the Board shall elect its eaaiFfRCHl
31 aaQ ?]jee ellairmaa Vice-Chairman . Members of the Board shall receive no compensation
31 for their services but shall receive reimbursement for actual expenses. The Board shall
32 meet at least biannuaOy and at the call of the Chairman, Direc'ktr" , Secretary of Economic
33 Development or Governor.
34 § 2.1-548.11. Functions of Board.-The Board ~ shall review industrial development
35 services of the Department and make recommendations concerning the effectiveness of the
38 services furnished to the Director J the Secretary of Economic Development and the
37 Governor. Additionally, the Board shall be a resource to the Department of Economic
38 Development:l the Secretary of Economic Development an"d the Governor as they conduct
31 the marketing efforts of the Commonwealth.
48
41
42
a
44
45
48
47
48
41
58
51
52
53
54
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1987 SESSION

ENGROSSED

Patrons-Diamonstein, Hall and Slayton

Referred to the Committee on General Laws

Clerk of the Senate

Passed By Tbe Senate
without amendment 0
with amendment 0
substitute 0
substitute wlamdt 0

Date: 1

Official Use By Clerks
Passed By

Tbe House of Delegates
without amendment 0
with amendment 0
substitute 0
substitute w/amdt 0

Clerk of the House of Delegates

Date: _

Be it enacted by the General Assembly of Virginia:
1. That §§ 2.1-548.10 and 2.1-548.11 of the Code of Virginia are amended and reenacted as
follows:

§ 2.1-548.10. Industrial Development Services Advisory Board.-A. The Industrial·
Development Services Advisory Bo~rd, hereinafter referred to in this article as the Board,
shall consist of elet;eB twenty members appointed by the Governor. =Ale melBM" eI ~
BeaAI sHII M 8ppeime4 i8iti:ally as fellews: ~ tIH=ee melBeRi _ teARs eI &we ¥eaRi~
few lBelR~eJ(S - teARS eI~ yeHSj aa4 ~ few m8R188FB _ teARS eI few YeaRIr
aB4 tJiereaRer all There shall be at least one member from each Congressional District.
The members of the Board shall 8e appeiated IeF serve four~ - year terms.. No
member shall serve more than two successive full terms. The nine additional members
appointed to the Board pursuant to an amendment to this section by the 1987 Generrzl
Assembly shall initially be appointed to staggered terms as follows: three members for
terms of two years; three members lor terms 01 three years; and three members for terms
of four years; subsequent appointments shall be for terms of four years. The appointments
to membership on the Board shall be subject to the confirmation by the General Assembly
if in session, and if not, then at the next succeeding session. Vacancies on the, Board shall
be filled for the unexpired term, SUbject to confirmation as original appointees. The
Director shall serve on the Board in an ex officio capacity.

B~ The Governor shall appoint the Chairman and the Board shall elect its eliaiARaB
aa4 lJiee-eliairmaa Vice-Chairman . Members ot the Board shall receive DO compensation
for their services but shall receive reimbursement for actual expenses. The Board shall
meet at least biannually ( afItfl ,J at the call of the Chairman, Director ~ Secretary of
Economic Development or Governor ( and at the request of the majority of the Board
members ).

§ 2.1-548.11. Functions of Board.-The Board ~ shall review industrial development
services of the Department and make recommendations concerning the effectiveness of the
setyices furnished to the Director , the Secretary of Economic Development and the
Governor. Additionally, the 'Board shall be a resource to the Department of Economic
Development, the Secretary of Economic Development and the Governor as they conduct
the marketing efforts of the Commonwealth.

1 HOUSE BILL NO. 124
2 House Amendments in (J • January 21, 1987
3 A BILL to amend and reenact §§ 2.1-548.10 and 2.1-548.11 01 the Code 01 Virginia, relating
4 to the Industrial Development Services Advisory Board.
S
8
1
8
9

II
11
12
13
14
15
II
17
18
11
28
21
22
23
24
25
28
27
28
2'
3'
31
32
33
34
3S
31
37
38

3'
40
41
42
43
44
4S
48
47
48
49
50
51
52
53
54


