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~rincipally because of the wage differential, but also, in 
some cases, because of fashion leadership, there has been a 
major shift in shoe manufacturing facilities from this country 
to abroad. Over 70% of shoes purchased in the United States 
are made overse·as, a ratio considerably higher than for any 
other major industry. This trend has been accelerated in the 
last few years by the strong dollar·and the elimination of 
restrictive import legislation. 

A number of activities have been instituted at various 
·levels of government to directly help workers who have become 
unemployed as a result of the closing of the plants in which 
they were employed. There has, however, been a minimum of 
activity to help the worker indirectly by helping the industry 
continue to produce shoes in the state. On January 31; 1985, a 
resolution sponsored by Senat6r John L. Tuttle of York was 
passed which called for a Joint'Select Committee to Study the 
Shoe Industry. This committee was to report to the 2nd session 
of the 112th Legislature. The Committee was authorized to call 
on the State Development and Planning Offices, the Maine 
Development Foundation and the Department of Labor for 
assistance. 
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The major working tools of the Committee were hearings with 
invited witnesses and a study of the activities of other states 
regarding their mature industries and, to a lesser extent, 
industry statistical data. Hearings were held in Augusta on 
the following dates: Aug. 15., Aug. 21, Sept. 18, Oct. 15, and 
Nov. 12. In total, 30 persons were heard from. In addition, 
there.were visits on Sept. 23 and Sept. 26 to 4 factories. A 
listing of the witnesses and factories is in the appendix to 
this document. 

Detailed materials were reviewed from the important shoe 
states of Massachusetts and Pennsylvania and the following 
heavily industrialized eastern states that have particularly 
advanced economic development programs; New Jersey, 
Connecticut and Rhode Island. Coincidentally, Massachusetts 
and Pennsylvania also have very progressive economic 
development programs. In addition to materials, William 
Currier, Director of the Massachusetts .Division of Economic 
Stabilization appeared as a witness. 

A separate booklet containing industry statistics and 
newspaper clippings is available in limited quantities from the 
Office of Policy & Legal Anal~sis. 

The Committee expresses its thanks to all the industry 
people who took their time to appear before it, many of whom 
have very busy schedules and most of whom hold senior positions 
within their organization. The Committee would like to 
acknowledge the Center for Research & Advanced Study at the 
University of Southern Maine and, particularly, Jack Heald, a 
former industry executive, and now a consultant to the Center, 
for their efforts in putting together background material that 
allowed the Committee to plan its hearings and Mr. Heald for 
his assistance in identifying specific companies and 
individuals to appear at the hearings. The Committee found 
that little detailed information was available from State 
agencies and relied on the Footwear Industries of America and 
the University of Southern Maine for such data as it could 
obtain. 

Lastly, the Committee would like to acknowledge the 
invaluable assistance of Ualarie Parlin of the Office of Policy 
& Legal Analysis in taking care of all the mailings involved in 
arranging 10 committee meetings and sending out great amounts 
of background material. 
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It is safe to say that the majority of the Committee came 
to this study with the attitude that, because of the number of 
jobs that the industry represents, this was a necessary study, 
but that, because of the poor prognosis for the industry, the 
study would indicate that little could be done. It is also 
safe to say that the Committie experienced a major shift in 
attitude as a result of the study. It is now felt that there 
is and will continue to be a viable shoe business in Maine 
based on a specialty shoe approach and that there are things 
the State can do to maintain the size of these specialty 
segments. 

One witness best summarized almo&t the key finding of this 
study when, in response to th~ question of what can the State 
do for the shoe industry, he said 11 8y holding these hearings 
you are already doing the most important thing, you are 
rr::1cognizing the importance of the industry to the State. 11 What 
the Committee found on the part of the public, the media and 
the State government was.a very negative attitude toward the 
industry that served no purpose, was damaging the industry and 
was, in many instanc~s. not warranted. This negative attitude 
stemmed from 2 general sources: 

1. An indifference toward mature industries and to 
companies already located in the State, which until the 
last several years has been an attitude common to all 
states. 

2 A particularly negative and indifferent attitude toward 
the shoe industry stemming from the following: 

a. An image of the plants as being sweat shops 

b. An image of shoe jobs as being here today and gone 
tomor'rOIAJ. 

c. A feeling that the only solution is trade relief. 

d. A feeling that the shoe industry future is 
probably hopeless, which has been aided and abetted by 
negative publicity generated by the industry itself in 
its efforts to attain trade relief. 
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e. ·A misunderstanding of life cycle of the shoe 
indus·l:ry. 

(1) The shoe industry is a mature industry, in 
that the use of the products it makes is not 
growing. It is not a sunset industry, in that 
the use of its products is not declining. It 1 s 
decline ·is a decline of U.S. manufacturing, i.e. 
it ii a competitive decline. 

(2) Secondly, recent studies have indicated that 
many mature industries can be dematurized. This 
is most generally done by new ways of looking at 
the market, which often appears to require new 
management. 

As a consequence of this thinking, the Committee has found, 
on the part of most state agencies an indifference, a lack of 
knowledge and, in some instsnces, an actual negative attitude. 
These attitudes are ·in danger of crr::'!ating a self-fullfilling 
prophecy, i.e. the negative attitudes run a real risk of 
creating an actual negative effect on the industry. The 
Committee found virtually no company-by-company industry data 
to be available from State agencies and also found that what 
data there was .came, somewhat surprisingly, from the Department 
of Labor. In addition to being surprising, the Committee felt 
that having that depal"t.flll~nt as the sourct;:l could Wt;:!ll affect its 
use for and by the business community. On the other hand, the 
State Planntng Office appeared to be most deficit;:lnt in 
available data relative to its statutory mandate. 

While there is some truth behind the reasons for these 
negative attitudes, there is no purpose served by it and it 
tends to disguise the facts that the shoe industry continues to 
be Maine 1 s second biggest source of jobs and that certain 
segments of the industry are viable. The industry shouldn 1 t 
all be tarred with the same brush. 

It might be worthwhile to cite one specific example here of 
what is being discussed. A Bangor-based, major, successful 
manufacturer of quality, handsewn shoes for a major Maine-based 
wholesaler of shoes under their own name, reported their 
inability to obtain sufficient workers to meet their 
manufacturing needs. At the same time, unemployed shoe workers 
in the Bangor area were being trained in government sponsored 
pro g r' a rn s for j o b s i n o ·1: h r::'! r in d u s t r i e s . I t a p p·t:!l a r s t h <:t t Hr±~ 
was an intentional action based on a negative attitude toward 
the future of the shoe industry. 
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The Committee suggests: 

1. That a State economic development strategy be prepared 
and submitted to the Legislature and that all agencies 
receiving state support be governed by this strategy. 

2. That regulatio~s be issued which will assure that 
policy decisions be made by appointed officials only with 
the concurrence of an elected official. 

In addition.to a problem of attitude toward the shoe 
i~dustry which could re~ult ·in policies to its detriment, the 
Committee sensed that there was an inadequate number of staff 
personnel in virtually all state level, state funded agencies 
with which it dealt. The result was that even when the 
·attitude toward the industry was not negative, it's low 
priority status resulted in it's failure to receive attention. 

J.J ... ~-----Ih e .. r19.J.D..§).,.:..~.\l.? . .i.o~.§..?. ____ ~_l i 1112.: .. t~ 

The second most frequent suggestion made to the Committee 
concerned the negative attitude that the witnesses felt that 
the State had toward business. The following are the concrete 
reasons given for feeling that the State was negative toward 
business: 

1. Most frequently mentioned was workers' compensation. 
One specific complaint given was that cases going .to 
Mediation/Litigation are biased to favor the worker. Too 
much burden of proof is put on industry. Other comments 
are contained in the appendix in letters from Bass Shoe, 
Irving Tanning, Duchess Shoe, Etonic, Inc. and Knapp Shoe. 

In general, the Committee found that the specific 
complaints received: 

1. covered a range of topics and did not result in 
any one complaint receiving a lot of emphasis; 
2. tended to deal with somewhat fringe issues; 
3. often dealt with the attitude with which the 
program was admininistered rather than specific items. 

In addition to individual complaints, a 1984 state-by-state 
study of manufacturing climates ranked Maine 45th in 
workers compensation levels and 46th in maximum workers 
compensation payments. (The higher ranking the more 
expt:;!nsive l:he cost.) ..................... . 
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The Committee recognizes that there was legislation passed 
an this subject in the first session. Therefore, it does 
not recommend any fu~ther changes at this time. Howe0er, 
considering the level of complaints received, it is 
suggested that a formal monitoring system be initiated 
which will provide evaluation data at a time when the new 
program is ready for review. The Committee. suggests that 
the legislation be monitored against the following 
objectives: 

a. That the system is controlled by employers and 
employees·. 

b. That it emphasizes rehabilitatiori. 

c. That it de-emphasizes the legal process 
• Tighter controls of entry into litigation. 
• Mandatory mediation in specific cases. 

d. That there are objective guidelines for use in 
claim analysis 

e. That a clear record is maintained of the portion 
of total expenditures that is being used in actual 
payment of claims. 

An advertising and public relations program to counter what 
may be an overly negative perception of the state in this· 
regard is also suggested, particularly in light of the new 
legislation. 

2. Plant closing legislation. One witness stated that it 
was the banks that closed plants. It was not under the 
company 1 s control. Written testimony referred to plant 
closing legislation as legislation against dying and that 
in virtually no state has this legislation been considered 
successful. 

Maine is one of only 6 states with any plant closing 
legislation and one of only two states that mandates 
prenotification and the only one requiring severance 
payments. The Policy Office of the U.S. Department of 
Labor informed Committee staff that they oppose plant 
closing legislation. A leading. publisher of studies on 
State policy reported that the legislation, in some 
instances, is b1'!!ing found 11 perv,;)rse 11 to the obj(-)Ctiv(~S of 
its sponsors. · 

3. Minimum wage. Witnesses said that the salaries that 
they pay do not even approach the minimum wage, so that the 
legislation served no purpose but sent a negative signal 
about the State 1 s business climate. 

4. Properfy tax. Industrial Development magazine reports 
that Maine is one of only 8 states that does have a uniform 
property tax evaluation law . 
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5. Energy tax. The l~rgest tannery in the state has 
testified that their energy costs are 15% above the 
national average for tanneries. Several shoe manufacturers 
mentioned Maine•s 5% tax on energy. An annual 
state-by-state study of manufacturing climates found Maine 
to be 41st of 48 states in energy costs. 

6. Hazardous waste. Testimony was submitted that the 
environmental cost for the leading Maine tannery was 67% 
higher than the national average for tanneries. Maine is 
o~e of only 17 states that don•t have accelerated 
depreciation for hazardous waste facilities at a rate 
gr~ater than the federal rate. The state-by-state study 
previously referred to found Maine ranking 44th in 
environmental costs. 

7. Welfare. Welfare was not specifically cited by any 
witness. However, the aforementioned state-by-state study 
ranked Maine 42nd on the negative impact of the size of 
welfare expenditures. ·This could well be another factor in 
the thinking 6f those witnesses who referred to Maine•s bad 
business climate. 

The Committee is not recommending specific changes on any 
o~ this legislation, although it does support pending 
legislation on the en~rgy tax. The Committtee is aware that it 
is confronting the same issue that has p~obably confronted 
similar groups looking at this subject, ~.e. agreement that 
certain State regulations and policies result in a perception 
of the State as being unfavorable to business yet an inability 
to agree on removing any of the specific causal factors. The 
Committee found the issues raised to be too far reaching and to 
require more individual study that the Committee•s mission or 
time allowed. Instead, it is being recommended that all 
current state statutes, regulations and policies be reviewed in 
light of their impact on the State business climate and 
business ~evelopment. However, it is obvious that if progress 
is to be made on the image of the State•s business climate, 
eventually some existing regulations must be modified and the 
Committee recommends that thos~ concerned with the proposed 
review be prepared to make the needed changes. 

In summary, Leslie Stevens, Director of the State 
DBvelopment Office made the statement before the Committee that 
present and future state legislation, regulations and tax 
policies must be considered and evaluated within a broader 
framework regarding th~ir impact, particularly as they pertain 
to economic prosperity. The Committee concurs in this. 
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lJ.I .. !. . ..;... ..... s .. d u c a tJ o n_§: __ Ir.a i.n i .. !J.9.. · 

When the Committee got into the subject of what is needed 
for success in the shoe industry, it expected to hear that what 
was needed was new generation machinery, a major point in the 
arguments of the Footwear Industry of America in seeking trade 
relief, and/or more money. What the Committee heard instead is 
that what is needed is good manage~ent skills and good 
marketing skills. There is considerable evidence in the shoe 
industry supporting this position in the fo~m of new companies 
bringing management and marketing into what were previously 
considered deadend areas, and, fairly quickly developing 
profitable businesses. 

What was meant by good management is self-evident. What 
was meant by marketing skill is the application of classical 
marketing principles, such as practiced for many years in 
consumer packaged goods industries. To briefly state some of 
these: 

1. Don•t try to be all things to all people. Ma~e a 
product that appeals strongly to one segment of the 
market. (The term, marketing niche, was often used.) 

2. Make a unique product; one that can•t or won•t be 
duplicated. 

3. Develop a brand name, ideally with the ultimate 
consumer. As a minimum, convinc~ the trade that what you 
make can•t be obtained elsewhere. 

4. To be specific to the shoe industry, don•t go after the 
mass market. It· is a price market and one in which U.S. 
labor rates prohibit successful competition. Go after the 
smaller specialty markets. 

There are two cautions to be offered here, however: 

1. There is evidence that the straight transferral of 
packaged goodi marketing techniques to shoes may not work. 
This evidence is supplied by the fact that the Committee 
heard testimony that 2 large packaged goods companies, 
Chesebrough-Ponds and Colgate-Palmolive, have had or 
currently have their shoe divisions, G.H. Bass and Etonic, 
for sa 1 e . ( 0 n January l. ~it h , l. 9 8 6 , the Off i c 1:H' in Char~~<:!! of 
Public Relations·for Chesebrough-Ponds stated that G.H. 
Bass is not nor ever has been for sale.) 

2. What was told to the Committee only indirectly was the 
fact that marketing niches seldom last forever. Most of 
the failures with which the Committee had first hand 
contact were companies whose market niche no longer was of 
meaning to the consumers. Companies must track changing 
consumer ne~ds and be ready logistically and 
psychologically to change their niche. This is not easy. 
It often requires machinery and ·retraining and certainly 
requires a flexible mind-set. 
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While the importance of education and training is certainly 
interesting, it raises the question of what role, if any, can 
the State play in helping the shoe industry. In the past the 
answer might well have been little role, since traditionally, 
states did not get involved in thi~ aspect of private 
business. However, this is changing, as U.S. industries become 
hard hit by foreign manufacturing competition. In the last 2 
to 3 years a number of states have instituted aggressive 
programs to make educational resources available to private 
industry. It is recommended that Maine bring its educational 
resources to bear on the educational and technological needs of 
the shoe industry. And .tt is recommended that State government 
take more of a lead role than in some other states initially in 
what should be a consortium of government, education and · 
industry. This is because the State university system, while 
it does have s~me appropriate organizations in place, has not 
traditionally seen itself in this light and because the shoe 
industry in Maine is fragmented, iri financial difficulty and is 
frequently in the hands of out-of-state ownership. 

While a University based consortium would have maj~r impact 
on the State 1 s mature industries, one should not overlook the 
role that the State Development Office can play on its own to 
help the training needs of these companies. The federal 
government and a number of other states have added seasoned 
business executives to their payrolls and are offering advice, 
consulting and full management consultant studies of distressed 
companies. The following things have been determined in this 
regar·d: 

1. It is important to seek out the distressed companies, 
as by the time they ask for help it is often too late. 

2. Financial aid should not be given without a consulting 
agreement. 

3. The consulting agreement will often preclude financial 
aid, in that it will either remove the need or determine 
that the aid would do no good. 

4. It is important to help companies for which the help 
will do some good, not those who are beyond help. 
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5. The Committee suggests the following as guidelines for 
determining the companies that s~ould receive financial aid: 

a. Able to remain in operation at least during the 
terms of the loan. 
b. Able to attain a positive cash flow. 
c. Able to bB made profitable as a result of the 
financing. · 
d. Able to repay. 
e. Have asset heavy investment. 
f. Not have excessive employee turnover or workfor~~ 
fluctuation. 

On the general subject of education and training, the 
state-by-state ranking of business climate previously cited 
ranked Maine 41st in Uo-Ed enrollment . 

. J. . .Y-~.--~-B-~.~?. .. Q . .D...?.. __ f_Q.r...__Q_2.:t:il!l_t~ m 

The reader will probably ·sense in this report a greater 
optimism than media coverage of the industry, for instance, 
would have lead him to expect. What are some of the reasons? 

1. The Shoe Industry in the United States. The Commi ttt::!e 
determined that. there are a number of advantages for · 
manufacturing shoes in the Uni~ed States'versus 
manufacturing them abroad. 

a. Small runs typica1 of specialty items ar•e feasiblt:~ 
in the United States but are uneconomic abroad. 
b. Because of the lead time in obtaining shoes from 
abroad, U.S. manufacturing provides greater 
flexibility to meet fashion changes. 
c. Reorders can be handled much more quickly. 
d. Small and partial orders can be accommodated. 
e. Money is not tied up in inventory as long. 
f. American technological knowledge continues to be 
superior. 
g. U.S. based companies should be more attuned to the 
U.S. consumer and to provide fashion leadership. 
Often this has not happened. 
h. Some evidence was presented of U.S. superiority in 
providing waterproof leather as opposed to water 
resistant. The Committee was not able to docum6nt 
this. 
i. Quality control and supervision is easier and 
better. 
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2. The Shoe Industry in Maine. The Committee feels that 
the shoe industry in Maine has certain inherant strengths 
and, through efforts of the State, can have others. 

a. The handsewn casual shoe is currently the most 
viable segment of the Maine shoe market. Maine offers: 

(1) A pool of trained handsewers. 
(2) The reputation of an excellent workforce and 
of producing quality products that is consistent 
with this type of work. 
(3) A lifestyle and image that is consistent 
with this fashion. 
(4) An ability in hand sewing that has not been 
duplicated abroad. 

b. Maine has the aforementioned reputation for good 
workers and producing quality products. 

c. The industry is more important to the State of 
Maine than to other states, in that it is Maine's 
number 2 industry. Maine also has high visibility as 
a shoe state, in that it is the number one state in 
shoe manufacturing in the country. 

The Committee suggests that the State make aggressive 
efforts to attract shoe manufacturing plants from other states 
and, particularly to attract the headquarters of shoe 
companies. This should be done: 

1. By capitalizing on the above strengths plus Maine's 
quality of life. 

2. By developing a Center for Mature Industries and a 
Fashion Institute in the University System. 

3. By rescinding those laws and regulations whose benefits 
to the State are outweighed by the unfavorable image of the 
State's attitude toward business that they cre~te. 

~. By devoting the same attention to the industries that 
supply the shoe industry, so that Maine will be known as a 
State with good supplier support. The State must remember 
both the snowball and synergistic effects. When suppliers 
go shoe manufacturers go and when shoe manufacturers go 
suppliers go. When either goes, Maine jobs go. 

This suggestion should not be construed as favoring 
aggressive pursuit of business in general from out of state. 
The Committee's findings are parallel to what appears to be the 
findings of many states and that is that the number one state 
business strategy should be to support its existing business. 
Number two should be the attraction of companies in industries 
where the State is already strong and number 3 is the 
attraction of industri~s which are particularly suited to Maine 
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or for which Maine has something unique to offer. The State 
needs to diversify its industrial base but the major thrust in 
this direction should come from assisting existing firms to 
diversify and secondly from encouraging the start up of new 
business. 

· .Y. ... : .. _ ... .f i n.~_nf.iD.9. 
A. In General 

As stated, the Committee did not find financing to be a 
priority need of the industry. The follDwing specifics 
Wc:;!re determined; 

· 1. Financing is available for companies that meet a bank's 
standards. There is no operating bias against the industry. 
2. Few companies are making loan applications. 
3. Most companies have long term banking relationships. 
4. Often these relationships are in New York. 

a. New York has the expertise needed for the industry. 
b. Maine banks don't do enough shoe business to 
warrant having this expertise. 

5. Loans should receive ~reference over tax abatements. 
Specifically, long term loans are the ones that the 
industr~ has difficulty obtaining. 
6. Some inducement to get banks to accept the loan is more 
important than low interest rates on otherwise acceptable 
loans . 

. 7. Banks are more interested in a guarantee than in high 
interest rates for these risky loans. 
8. Because of the poor collateral value of the types of 
loans required guaranteeing the bank 100% of a fixed 
portion of the total loan is preferrable to the bank to 
guarantees less than 100% of the liquidated value of the 
loan (as FAME generally does). 

B. State Pc:;!nsion Funds. 

There appears to be a major tre~d to use State pension 
funds for economic development. Because financing was not 
a priority item and because use of the pension fund is 
complex and controversial, the Committee is not making 
recommendations in this regard. However, for others 
concerned with State economic d~velopment,· this might be an 
avenue to pursue. 

C. Bank Financing. 

The Committee feels that it is desirable that 
financing for the shoe industry be through private 
sources. The States of Massachusetts and New Hampshire 
both utilize for this purpose private profit making 
corporations funded and owned by the banks in the State 
that are members. Both make loans to businesses that can't 
obtain them through conventional sources. In the cas~ of 
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Massachusetts a tax abatement to member banks of 2% of the· 
value of the outstanding lo~n was the initial inducement. 
In the case of New Hampshire the only ~nducement is the 
spreading of risk and the opportunity to contribute to the 

·state's economic growth. 

In New Hampshire the corporation is run by the bank members 
who set the interest rates for the loans. The board makes 
requests on the member banks for the funds necessary to 
satisfy the loan demands with a limit of 2 1/2% of a bank's 
capital and surplus .. These bank~ sign an annual demand 
note and must give 5 years notice of intention to withdraw 
from the corporation. 

The major alternative to the private corporation is for a 
State agency to take the initiative in approving, packaging 
and marketing these loans to banks. Among the programs 
utilized to gain bank acceptance of these above average 
risk loans are the following: 

(lr A direct guarantee, such as FAME w6uld offer; 

(2·) Guaranteeing that portion of the loan not 
guaranteed by another governmental body; 

(3) Depositing low interest and/or fixed interest 
State funds with the bank; 

(4) Absorbing over ceiling interest costs on long 
term fixed rate loans. 

A number of these incentives become particularly necessary 
when the company requires a long term fixed rate loan, as 
banks generally are unwilling to accept long term loans at 
fixed rates. 

D. State Financing 

It is the Committee's finding that the lowest priority 
should be given to direct State financial involvement. 
When the State becomes directly involved the greatest 
success is realized when there are very stringent 
guidelines both for the loans and for the State parent 
organization. The advantage of State financing is that it 
may be the only way of providing for companies that require 
long term loans at a fixed rate. The Committee has found 
the following to be workable guidelines in other states. 

1. For the company 

a. Must be willing to make such cbanges in 
management or operations as the State recommends 
after a study of the company; 
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b. Must be capable of 

• remaining in operation during the period of 
the loan 

• being more profitable by the loan 
• achieving a positive cash flow 
• repaying the loan 

c. Must create a new job for each so many 
dollars of funding, for example, 1 job for each 
$3,000 of funding. 

2. For the State organization 

a. Earn, at least, a set return, e.g. 8% 
b. Preserve some minimum percent of capital, 
perhaps 80% 
c. Leverage its money on at least a matching 
basis 
d. Place with other agencies and financial 
institutions an amount of loans at least equal in 
size to its loan portfolio 
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Note: The. reader to~.r.i11 probably note the folloto~.rlng 2 things 
about the Committee's recommendations: 

1. The recommendations deal with all mature industries. 
The reason is that the Committee.determined that all 
Maine's mature industries show to some extent the problems 
of the shoe industry and it did not seem feasible or fair 
to single out the shoe industry for special treatment. 

2. The recommendations are often not even specific as to 
mature industries but deal with the State's total economic 
development policy. The reason here is that the Committee 
determined, as most states have determined or are 
determining, that stabilizing and maintaining its existi~g 
businesses should be the priority thrust of all state 
economic development activities and in most cases existing 
business means mature industries. 

I. M~ine Industrial Advisory Board 

• Initiates and oversees development of a 
State Economic Development Strategy for 
presentation to the Governor. 

• Oversees the various State programs and 
agencies involved in industrial development 
and economic stabilization and makes 
recommendations to the Governor. 

• Advises on industry-wide assistance programs 
• A vehicle for crisis intervention 
• Conducts major development projects 
• Composed of the following 15 individuals: 

- Directors of the State Development Office 
and State Planning Office 
- Departments of Labor and Transportation, 
at least at the Deputy level 
-Business advocate on the Governor's staff 
- Senior representatives of the university 
system and of the votech system 
- Labor spokesman appointed by the Governor 
- 6 persons representing the following 
industries ...... _ 

paper, wood products, leather goods, 
textile/apparel (1), defense and 
electric/electronic equipment appointed by 
the Governor in consultation with the Maine 
Chamber of Commerce. Industry 
representation may be changed after first 2 
years. 
- 1 banking representative appointed by the 
Maine Bankers Association 
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o All appointments are for 2 year terms. Can 
be reappointed for 2 additional consecutive 
terms. Half initial appointments for 4 
years, to provide continuity 

• To have individual industry sub-committees 
as needed. 

• Governor 1 s office responsible for setting up 
this board 

II. State Business Advocate 

• Reviews current and proposed state 
legisla~ion and regulation from the 
viewpoint of its impact. on ·business 

• Aids companies in dealings with State 
government · 

• Liaison between State and private sector 
• Makes periodic calls on major manufacturers 

for public relations and to keep abreast of 
issues 

• Individual to be designated by the Governo~ 
and report to him. Person with business 
experience and known positively to the 
business community 

III. State Office of Commerce & Industry 

A. Overview 
1. Name change for the soo· 
2. Reflecting changing focus from development to all 
aspects of the Maine industrial and commercial economy 
and to a greater business advocacy role for the SOCI 
(SDO) . 

B. Goals & Strategy 
1. Goals- Retain existing jobs and create new 
employment opportunities 
2. Strategy- Improve conditions for business growth 
and investment through 

a. reducing business costs and taxation 
b. providing financial and labor training 
inCI;:!ntiVI;:!S 
c. removing regulatory barriers 
d. expanding export markets for Maine products 
and promoting the state 1 s physical and human 
resources to the business public 

C. Specific Activities 
1 . Ear 1 y War·ni ng Sy s t:.1~m 

• To provide cities with data on the wants, 
needs and perceptions of industrial firms 
in their· ci t.y 

• From this, to identify troubled firms so 
that ap-propr·iat,e assistance programs can be 
work~d out on a timely basis 

·-16-



• A data collection program developed by SOCI 
(SDO) and disseminated ·to municipal officers 
and chambers of commerce. Assistance of the 
Maine Municipal Association and the State 
Chamber of Commerce to be solicited ·in 
promoting and disseminating the program. 

• Data collected by the local government 
through ~olunteers and a network of public 
and private sector leaders 

• Local government responsible for initiating 
assistance plan 

• Data to b~ shared with regional govern~ents 
and SOCI (SDO) 

2. Economic Stabilization Division 
• Staffed by persons with previous industrial 

experience 
• Provide free consulting and training service 

to companies in danger of lay-offs or 
closures' 

• Make aggressive efforts to seek out those 
companies 

~ Will assist companies judged to require 
financial assistance to find this assistance 
but only if all recommendations are adopted 

• To be recommended for financial assistance 
company must meet the following criteria: 

capable of operating during the term of 
the loan 

capable of being made profitable as a 
result of the financing 

c~pable of achieving a positive cash flow 
must be able to repay 
must have an asset heavy investment 
must not have excessive employee turnover 

or workforce fluctuations 
• When financing not available for companies 

recommended, SOCI (SOO) will make a report 
to the Legislature of this fact together 
with recommendations, if the latter are seen 
as appropriate. 

• For companies for sale or adjudged to 
require new management the State will 
attempt to find new owner 

contacts to be established to help 
ascertain when companies are for sale 

list of enterpreneurs and expansion 
minded firms will be developed 

priority will be given to ownership that 
is Maine based, private, non-conglomerate 

the option of management and/or employee 
ownership will be considered for firms with 
more th~n 50 employees 
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* Fi~ms closing plants who offer them to 
employees at a reasonable cost will be 
given tax abatements. 

* A joint public/private sector buyout 
advisory board will be appointed for 
situtations where it is judged to be 
needed. 

* the Division will assist in the conduct 
of feasibility studies 

* State may provide financial assistance 
in terms of loan guarantees, if State 
approves of the terms o.f the buyout 

3. Division of International Trade 
• Market analysis to determine strength and 

direction of ~ompany•s export potential 
• Training and advice on export 
• Identification of and contact with potential 

foreign customers 
• Arranging and sponsoring foreign t~ade 

missions 
• Interest-fr~e loans· for firms to provide 

travel, per diem and expenses 
• Development of a Maine Product Guide 

4. Advertising and Public Relations Campaigns 

The SOCI (SDO) is to pr~sent to the Legislature a 
proposed program for advertising and public relations 
covering the issues listed below. The Department of 
Labor will assist the SOCI (SDO) as necessary. This 
proposal will include costs in personnel and media. 
Should investigate possibility of industries sharing 
the cost. · 

a. Ads within Maine stressing the importance of 
the industry and the health of many segments 

b. Ads outside the State, both consumer and 
industrial, talking of Maine quality, work­
manship, and our particular understanding of 
casual and outdoor styles 
• Aggr~ssively implement the current 

.Er.9J.t!:!.S: .. :t ... 9_f.._.~.~JJJ.2 P r o g r am . A c t i v e 1 y 
solicit manufacturer participation. 
Develop quality standards. 

c. Advertising campaign countering with speci­
fics the image of Maine as having a poor 
climate for business 
• Various departments will provide 

state-by- state comparison to support 
this adv•:;!rtising 

• Issues to be covered will include 
Wor'kers Comp•:!!nsation, property tax, 
energy tax and plant closjng legis~ation 

d. Job ads countering the industry negatives 
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e. Programs in high schools countering industry 
negatives 

5. Program on Technology Transfer 

• Program designed and promoted by State, 
available to individual manufacturers on 
request 

• Technology inventory 
• Cost benefit analysis 
• Assistance in finding financing 
• Management training over transition period 
• Financial assistance in worke~ training 

· 6. Footwear Industries of America·and National Shoe 
Retailers Association 

• Make use of the trade associatibn programs 
and act as a catalyst to bring the trade 
association•s programs to Maine companies 

technology seminars 
- management training 
- export assistance 
- marketing conferences 
- shoe fair seminars 

* introduc~ marketing e~ecutives to new 
programs 

- technology supervision skills training 
-Through National Shoe Retailers Asoc.: 

* computer based automatic order refill 
system 

* marketing seminars 

IU. State Planning Office 

Economic Research & Monitoring 

• In conjunction with the university system, 
conduct economic monitoring and research by 
region on a regular basis, with an annual 
data book. Each industry should be reviewed 
by segment. 

• Submit annual report to the Legislature and 
the Governor on the state of the Maine 
economy 

·• Activities of all state agencies involved to 
be coordinated to provide data book and 
report and to develop an early warning 
system to identify industries and industry 
segments which will be adversely affected by 
emerging economic trends 
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U. Maine Center for Mature Manufacturing Industries 

A. Objective: Link private and educational resources to 
make Maine industries more competitive nationwide and 
internationally and to attract similar industries from 
other states 

B. Strategy: 
1. Develop action plan to improve competitive 
position in national markets 
2. Act as catalyst and coordinator to channel fashion 
arid techological research into commercial products 
3. Develop critical mass of fashion and tech~ological 
knowledge needed to at~ract companies in similar 
indUstries to Maine 
4. Identify most competitive companies and assist 
others in benefiting from management practices that 
have proven effective 
5. Research and evaluate cooperative problem solving 
arrangements existing in Maine, other states and Canada 

C. Organization: Divided into the following activities 
1. Institute for Fashion Design 

a. Implement programs to identify fashion trends 
and.the appropriate design response 
b. Establish university-business partnerships in 
fashion research and design. 
c. Make a study of the.feasibility of a Maine 
Fashion Mart (a wholesale center for the Maine 
fashion industries to be developed with private 
money). Study to be completed within a year of 
the inception of the Center for Mature Industries. 
d. Provide education and training in fashion 
marketing 
e. Provide entrepreneurial assistance linking the 
manufacturer and the activities of the center 
f. Assist in preparation of business plans and 
feasibility studies 
g. Assist in finding financing to support re­
tooling required by fashion change 
h. Function as a research facility for 
development of new styles 
i. Provide training and support for imple­
menting cost effective, technologically 
advanced manufacfuring programs needed 
to change marketing niches and follow 
fashion trends 
j. Provide access to marketing and fashion 
specialists 
k. Conduct marketing research and support 
applied and sponsored research efforts 
in fashioned based product development 
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1. Sponsor Fashions Seminars-Workshops 
• In summer 
• Weeklong sessions . 
• National fashion authority in residence 

m. Companies suggested for advisory board 
Ansewn G. H. Bass 
Cole-Haan Bates Fabrics 
Falcon Carleton Woolen Mills 
Lamey-Wellehan Nat. Shoe Retailer Assn. 
L.L. Bean Hathaway Shirt 
Irving Tanning Supreme Slip~er Co. 
Footwear Industries of America 

2. Education and Training Division 
Provide continuing education in management and 
marketing, including short courses, seminars and 
workshops 

3. Technology Division 
a. Develop a critical mass of CAD/CAM knowledge 

and act as catalyst and coordinator to 
channel this knowledgB into commercial 
products 

b. Study of manufacturing methods 
For example:. 
• To determine if there is any 

application of Japanese manufacturing 
procedures to the shoe industry 

• Purpose is to: 
1. Improve employee morale and 

quality 
2. Cut inventories 

• Workers work in teams and every worker 
is involved in several production 
steps 

• Also, shoe production is closely 
matched to orders thereby cutting 
inventory 

c. Study of Alternative Uses of Shoe Equipment, 
Machinery and Skills 
• Determine other products that can be 

made by shoe manufacturers and develop 
rough business plan for such products, 
including market size, market niches 
and pricing 

D. Start Up & Funding 
1. The SPO and the university system jointly submit a 
proposal for a study project to the Maine Science and 
Technology Board. 
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2. If this is turned down, both organizations should 
solicit ·industry participation and the 3 groups should 
develop for submission to the Legislature a plan, 
financing needs and a timetable. 

• A consortium of industry, education and 
government. All to participate financially 

• A board composed of industry, educators, 
labor and legislators 

• Specific research activities to be 
structured with state financial matching 
grants 

• Investigate possible involvement of USM's 
Small Business Development Center 

V. Legislation, Rules, Regulation 

A. Review Maine's Regulation and Tax Polic~es 

• Review and consider basic policies within a 
broad framework and particularly as they 
relate to economic prosperity 

• Ascertain that regulation and policies are 
a. Accountable. Made by elected, not 
appDinted, officials 
b. Expeditious. Quick resolutions and 
answers 
c. Not adversarial. Should J"esolve 
conflict; not >promote confrontation 
d. Flexible. Companies should be dealt 
with on an individual basis 

• Monitor the new Workers' Compensation 
legislation relative to its effect on 
business and propose any needed changes when 
sufficient time has elapsed for an 
evaluation of the new legislation. In the 
meanwhile, utilize appropriate communication 
to employers to counter misperceptions about 
the program and a positive and cooperative 
attitude by the State toward the employers. 

• Review Maine's plant closing legislation in 
light of the fact that it is the most 
stringent of any state and makes Maine one 
of only 2 states that mandate advance 
notice. The following is suggested as a 
compromise between the current law and no 
law at a11. It is model1:1d after 
Massachusetts which is considered the 
prototype for such legislation. 

Social compact-company must sign to be 
eligible for any state, regional or 
municipal financial program - otherwise 
voluntary 
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Calls for good faith effort to provide 
advance notice and ·to continue income and 
health insurance benefits 

Whenever possible, 90 days notice or pay 
in lieu 

13 weeks of extended health care coverage 
mandatory for those groups having group 
policies 

Tax credits if 
* give State the opportunity to sell 
the business 
* 90 days notice of closing ~iven 

• Business advocate in Governor•s office to be 
lead person in directing and analyzing the 
reviews and recommending legislation 

• Reviews according to his guidelines to be 
conducted by agencies involved in the 
particular subject area 

• Legislative involvement on issues dealing 
with labor should go to a select committee -
composed of members of the committees on 
Labor and Commerce & Industr~. 

B. Property Tax 

·• The Committee supports the recommendation of 
the Speaker•s Select Committee on Property 
Tax Review that there be a State Board of 
Property Tax Review to hear appeals of 
evaluations of local officials. It also 
~ncourages that Committee to review the 
total property tax issue relative to its 
negative impact on busin~ss growth. 

• Reinforce the responsibility of the Bureau 
of Taxation for instructing local officials 
on the proper methods of making property tax 
evaluations. 

C. Unemployed Shoe Workers 

• Unless specifically prohibited by federal 
regulations, prohibit retraining workers for 
jobs outside their former industry if there 
are jobs within that industry available in 
their area and have a 2 month waiting period 
before the retraining starts to see if such 
jobs become available. Exception when 
hiring companies have excessive turnover 
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• If a Maine company with a good record of job 
stability in any manufacturing industry 
can't find trained workers, the Dept. of 
Labor, to the extent of its budget, will 
finance the training of such workers by 
whatever method is most satisfactory to that 
company. This same offer will be made to 
shoe companies new to Maine whose record in 
other states indicates them to be a source 
of stable employment and satisfactory 
workinQ conditions. 

D. Energy Tax 

The Committee supports the recommendation of the Governor's 
Commission on Mature Industries to afford industry relief 
from the 5% energy tax. 

V I ......... ..El!. n <tLIJ..9. 

A. Loans 

Mature Manufacturing Industry Finance Program 

• Under FAME, similar to their Natural 
Resources Financing & Marketing Programs 

• To provide l-oans at going ratt:!l {:o busint:1sses 
that can't obtain loans from conve~tional 
sources 

• A source of long term senior or subordinate 
debt at a fixed rate, if possible, and at 
least with interest rcite ceiling 

• Investments limited to Maine's mature 
manufacturing industries 

• Creation or retention of jobs a requirement 
of obtaining a loan 

• Bank induced to participate by: 
100% FAME guarantee on 50% of the value 

of the total value of the loan 
FAME certification that company meets 

their guidelint% 
Maintenance of low interest State funds 

with the bank 
Tax abatement of up to 2-3% of the value 

of the outstanding loan, if necessary 
Explore possibility of making FAME backed 

loans marketable by the bank to other 
financial institutions. 

• If tax abatements offered, they must be 
returned if any of the provisions of the 
program are violated 
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• A private corporation owned and founded by 
member banks may be set up by FAME for the 
accomplishments of the loan objectives here 
spelled out. Tax abatements may again be 
offered, if necessary, but on some other 
states the opportunity to assist in the 
state's economic development is sufficient 
inducement together with the ·opportunity to 
pool loans and, thereby, share risk. 

• A private corporation is not the first 
recommendation because: 

It is felt that guarantees are necessary 
for mature industry loans and that they fit 
best. under FAME 

of the desire to not set up yet another 
agency 

of the desire to keep agencies which 
receive State financial support, e.g. tax 
abatements, under some State control. 

8. Tax Abatements 

Investment Tax Credit 
• Companies may receive either of the 

following investment tax credits on the cost 
of machinery and equipment: 
a. Convert expired net operating losses 
into 20% tax credit or 
b. A 7% credit against income tax liability 

• To qualify, manufacturer must have 
been in continuous operation in the 
State for 5 years 

• The credits will be spread over a period 
of at least 5 years and are dependent 
on the continuous operation of the 
plant in the State during that period 

• Purchase must be approved by the SOCI (SOO) 

VII. Legislative Committees 

A. Joint Standing Committee on Commerce and Industry 
• Fold in the current economic development 

activities of the State Government Committee 
• Will review each of Maine's manufacturing 

industries on a o~·aqgt::ll"(:1d basis t:!!Vt~ry ~j yt:~ars 
• Chan(Je name of curt"ent Business &· ComrtHH'Ce 

Committee to Business Regulation 
• Will require of SOCI (SDO) FAME, MDF 

submission of a yearly plan of objectives 
and a record of accomplishment against 
previous ye~r's objectives. 
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• Primary thrust will be to introduce and 
support legislation which will 

(1) involve the State in the support 
of business stabilization and 
developrn1~nt and 
(2) result in the reduction of 
business costs, regulation and taxation. 

• In conjunction with. the Labor Committee, to 
conduct a study of personnel policies and 
working conditions in mature industries to 
determine the feasibility of assisting 
companies to upgrade their policies and 
facilities as places to work. 

These should be done to benefit the 
industry in terms of improving its 
image as a place to work and in terms 
of suggesting improvements that 
management would be willing to make if 
called to their attention and given 
consulting assistance 
It is not meant that this study result 
in legislation against the industries 
or in any way· create an adversarial 
climate. 

B. Joint Standing Cornnd.tt~:-)e on Transporta-l:i.on 

• In conjunction with the Transportation Committee, 
to conduct a study of the transportation needs 
and costs of Maine's mature industries to 
determine if efficiency can be secured by pooling 
and coordinating these needs. 

C. Joint Standing Committee on Audit & Program Review 

To conduct a study of the staffing of the SOC! (SDO) with 
the following objectives: 

1. Are there 1:!nough staff? 
2. Does the staff, includi.ng the Director, have the 
proper qualifications? Should there be more people 
wi.th experience in industry? 
3. Are the salaries adequate to attract and hold 
people with the required qualifications? 
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SUMMARY OF LEGISLATION 

Copies of legislation may be obtained from the 
Legislative Documents Office 

State House, Station 37 
Augusta, ME 04333 

This act seeks to provide State assistance to its mature 
'industries through the following means: 

I. New state government agencies -Section 17 

A. Maine Industrial Advisory Board 
Composed of 15 persons representing industry, banking, 

labor, education and state economic development, planning, 
labor and transportation agencies. Recommends a state 
economic development strategy to the Governor and 
overseeing reports to the Governor concerning the 
performance of the various state development agencies 
against this strategy. 

B. Business Advocate 

Individual in the Governor's office to review state 
1(::'!-gislation and r(::gulation in the light of its impact on 
business, to provide lia~on between the state and business 
and to assist business in dealing with government. 

C. Center for Mature Industries 

A university based consortium of government, education 
and business funded by each with the mission of providing 
educatio~, training and research in areas important to 
mature industries. The specifics of the consortium are to 
be the result of a study project by the Maine Science & 
Technology Board. 

II. New assignments for existing agencies 

A. State Planning Office, Sections 3 & 4. Adds to the 
data collecting mission of this office material of use to 
the State's mature industries. 

B. State Development Office, .Sections 5-15 

1. Changes the name to State Commerce & Industry 
Office to reflect change in emphasis from attracting 
new business to assisting existing businesses and 
acting as advocate for business. Sec. 7. 

2. Requires that the office put greater .emphasis on 
the 'Product of Maine' program. Sec. 9 . 

. -·2'7-



3. Requires that the office develop an early warning 
system to identify companies that are for sale or are 
in danger of leaving the State or closing and requires 
that the office develop a program to assist such 
companies through advice, training, and help in 
obtaining financing. Sec. 10, 11, 13. 

4. Requires that the office develop a program to 
assist companies to develop international trade. Sec. 
12. 

5. Requires that the office utilize the programs of 
the various trade associations and the data of the 
State Labor Department and act as a catalyst to 
involve businesses in the use of this material. 

6. Requires that the office present to the 
legislature proposed advertising programs to make the 
State aware of the importance of its mature 
industries, reinforce the image of Maine products, .and 
counter "the image of Maine as having a negative 
bus'.iness climate. Sc:Jc. 15. 

C. Finance ALtthorit.y of MainE~. Sec. 16. 

Requires that the author'.ity develop programs to 
provide financing to mature industries with emphasis on 
fixed rat~, long term loans through private sources. It is 
the intent of this program to see that mature industries 
receive the same priority accrued to natural resource 
industries. It is the intent that this result in the 
realigning of the agency 1 s loan portfolio, not result in an 
addition to this portfolio. 

III. Other Financing Programs. Sc:Jc. 23. 

Manufacturers are allowed tax credits for purchase of 
machinery and equipment that is certified by the State 
Development Office as assisting in job maintenance. Companies 
must have been in Maine 5 years to qualify for this program and 
must remain in Maine 5 additional years to obtain full benefits 
of i:he programs. 

IV. Specific Activities to Improve the Business Climate. 

A. The business advocate in the Governor 1 s office is to be 
responsible for the ·conduct of a review of all legislation, 
regulation and policy that impacts business and is to be an 
advocate for business in attempting to eliminate these 
items whose negatiue impact on business exceeds their 
positive impact in other areas. ~1ec. 17. 
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V. Other Actions 

A. Retraining - Prohibits retraining of unemployed workers 
when jobs exist in industries in which they have previously 
been employed. Requires that government financed job 
training opportunities for an industry be at least in 
proportion to its number of available job openings. 
Sections 1 & 2. 

B. Property Tax - Requires that the State Tax Assessor 
take a more proactive role in training local tax assessors 
and requires a higher standard of performance of these 
16cal assessors. Sec. 20-22. 

VI. Committee Studies: 

Requires the following studies by the committee responsible 
for economic development and financing. Sec. 24. 

1. A study of mature industry personnel policies and 
working conditions. It is the intent of this legislation 
to aid the industry in improving its image as a place to 
work. It is not the intent to develop restrictive or 
coercive legislation. 

2. A study of the data collection activities of the State 
Planning Office. 

3. A study of transportation needs and costs of mature 
industries. 

4. A study of the staffing of the State Development Office. 
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STATE OF MAINE 

In senate _____ J_a_n_u __ a_r_y __ 3_1_, __ 1_9_s __ s ___ 

Whereas, imported shoes have severely injured the shoe 
industry in the State of Maine; and 

Whereas, Maine, as the leading shoe-producing state in 
the nation, has been suffering from the damage of 
skyrocketing imports during the past several years; and 

Whereas, hundreds of Maine workers have been displaced 
by the closing of shoe manufacturers throughout the State; 
and . .. 

Whereas, it is vital that action be taken to improve the 
status of the shoe industry in the State in order to prevent 
further decline of this important state industry; now, 
therefore, be it 

Ordered, the House concurring, that there is established 
a Joint Select Committee to Study the Shoe Industry in the 
State; and be it further 

Ordered, that the committee shall consist of 7 members, 
as follows: Four members of the House of Representatives to 
be appointed by the Speaker of the House and 3 members of 
the Senate to be appointed by the President of the Senate. 
The President of the Senate and the Speaker of the House 
shall be ex officio members of the committee. The committee 
shall select .a chairman from among its members; and be it 
further 

Ordered, tha't the committee shall study: 

1. The current status of the shoe industry in the State 
of Maine and the futuie potential of the industry; 

2. The impact of imports on the industry; 

3. Current marketing strategies and possible strategies 
which could improve the position of the industry; 

4. Possible incentives which might be offered to the 
industry, including, but not limited to, tax incentives of­
fered to shoe manufacturers and to purchasers of domestic 
shoes; 
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5. The feasibility of state subsidies for the shoe in­
dustry; 

6. Labor practices, quality controls, mechanization 
techniques and other industry practices which might effect 
the efficient operation of the industry; and 

7. Such other issues as the committee may determine are 
relevant to the economic survival of the shoe industry in 
the State; and be it further 

Ordered, that the committee shall present its findings, 
together with any recommended legislation, to the Second 
Regular Sess~on of the 112th Legislature; and be it further 

Ordered, that the committee is authorized to seek as­
sis~ance from repre~entatives of the·shoe industry, labor 
organizations in the shoe industry, State Development Of­
fice, State Planning Office, Maine Development Foundation, 
the Department of Labor; and be it further 

Ordered, that the Office of Legislative Assistants shall 
provide assistance to the committee in carrying out its 
charge; and be it further 

Ordered, that the members of the committee shall not re­
ceive any compensation, but shall be reimbursed for their 
necessary expenses. 

(Sen. Tuttle) ~ ~ 
SPONSORED BY: . ,z 

I 
COUNTY: York 

. . 6~~~?_/' (Sen. Pray) _, ' 1 / 

COSP~NSORED BY: . .':(;; ~ · .,..- r~'--:j 
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COUNTY: Penobscot 

(Rep. Be.aulieu) 4 Q 
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10:30 

11:00 

11 : 30 

12:00 
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AGENDA 

JOINT SELECT COMMITTEE TO STUDY THE SHOE INDUSTRY 

Aug. 15 --What the State can do for the Shoe Industry 
--The Manufacturer•s Perspective 

Room 113, State Office Building 

Danie1 Wt:!llahan 
Vice Pres. & Treas. 
St:Jbago, Inc. 
WE:1Stbi"OOk 

Irwin LaCri'l:z 
President 
Ansewn Shoe Corp. 
Bango I" 

U.J. Klyne 
Pl"esident 
Truitt Bros. 
Belfast 

John Larst:Jn 
Etonic, Inc. 
Brockton, MA 

Aclj ournrnent· 
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AGENDA 
JOINT SELECT COMMITTEE TO STUDY THE SHOE INDUSTRY 

August 

9:00-10: 15 

21 -- What c~n b~ do~e fQr th~ Shoe 
-- Jhe outs1der s v1ewpo1nt. 

Room 122 State Office Building 

The Industry 
George Langstaff, President 
Footwear Industry of America 
Philadelphia 

and 

Industry 

.George Armstead, 
USM Corp., Lewiston (Shoe Machinery Manufacturer)* 

10:15-10:30 Break 
10:30-11:00 University Based 

lechnolog1cal Center 
Robert Goettel, Director 
Center for Research & Advanced Study 
University of Southern Maine 

and 
Jack Heald, Shoe Industry Consultant 

11:00-11:30· The Supplier 

11 : 3 0-12 : 00 

1:00-1:30 

1: 30-2: 15 

2:15-2:45 

2:45 

Sven Vaule, President 
Jones & Vining, Inc. 
Braintree, MA 
(Manufacturers of Shoe Forms & Soles) 

and 
Oscar Cloutier, General Manager 
Lewiston Plant 

The Retailer 
William Boettge, President 
National Shoe Retailers Assoc. 
New York City 

The Role of the State University 

Robert Goettel 
University of Southern Maine 
The Manufacturer Replies 
1. Alan Wainberg, Vice President 

Finance & Manufacturing 
G. H. Bass & Co. 
Wilton 

John Foye, Vice President 
Manufactur1ng · 
Knapp Shoe Co. 
Brockton, Mass 
(Factory in Lewiston - Knapp King-Size) 

2. 

Committee Review 

Adjournment 
*Mr. Armstead will not have a formal presentation. He is 
available for questions and has 2 film.clips on computer design 
and computer st~tching to show if the Committee desires. 
Note: Thomas Duchesneau of UMO, who was originally scheduled, 

had to cancel. 
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REVISED AGENDA 
JOINT SELECT COMMITTEE TO STUDY THE SHOE INDUSTRY 

9:00 

9:30 

10:00 

10: 15 

10:45 

11:15 

12:45 

1:45 

September 18 -- Financing for the Shoe Industry 
Room 122, State Office Building 

Federal 
Thomas McGillicuddy 
Small Business Administration 
Augusta 

State (Regional) 
John Jaworski 
Director 
Androscoggin Valley Council of Government 
Lewiston 

Break 

State (Regional) 
Michael Aube, Director 
Eastern Maine Development Corp 
Bangor 

Commercial Banker 
Richard Ogrodnik, Vice President 
Key Bank -
Augusta 

Federal (Regional) 
Richard Mclaughlin 
Northeast Trade Adjustment Assistance Center 
Boston, MA 

William Currier 
Director of Business & Financial Services 
Mass. Office of Economic Affairs 
Boston 

Consultant 
Belden Daniels. President 
Counsel for Community Development Inc. 
Boston 

2:45 Break 

3:00 State 
Stanley Provus 
Finance Authority of Maine 

Invitees: 1. Maine Capital Corp. 
2. Maine Development Foundation 
3. State Retirement System 
4. Maine Science & Technology Board 
5. State Planning Office 
6. State Development Office 

3:45 Committee Review 

4:15 Adjournment 

2943-5-Rev. 9/13/85 B3 



10: 15 

10:45 

11:00 

11:30 

1:00 

fl.~ENQ..B_ 

I9 I_~_L_§.f~..l~ E <;:_I_J~.Qr.1.~1IIJJ_,_I_Q_ .... §.IVJ~.Y... . ..I.!if:: __ ? liQ.S ...... INJ2. u ~I.K:f 

October 15 -- Various Affected Parties and Wrap-up 
Room 122 State Office Building 

l_l:l..§! ...... M ~r k e t e r 
George Denny, President 
Cole/Haan, (Importer/E~porter. Wholesaler/Retailer) 

Break 

.!:.~ .. O:.§..i o n ... .£ .. \:! .. .OQJ..~.-~f .. Q_IJ.9..!f!~ .• LQ.§.. v ~J.Q.2H!.§n.!.:. 
Ralph Nodine, Director 
National Development Council 
Portland 

T b .. L I n d u s .. tr:.Y.-~J? ..... i.!.J~.Q.!:.Js..J~.!J.Y_tr o n.m..~.nt_~Jcl.Q.!:.Js.~.t:. ... .fi.~tr ~i.: .. n1 .. 0.9. 
Leonard Nilson, Director 
Job Service Division 
Bureau of Employment Security 
Maine Dept. of Labor 

Vo-Tech Education 
-A'I·a-n··-carri'Pb'el 'i-;-.... iS ire c t. or 
EMVTI 
Bangor 

1 : 3 0 .\c!~.-::..\:! .. 2 
Steven Weems, Vice-President- Commercial Lending 
Casco Northern Bank 
Auburn 
& Former Executive Vice-President 
Maine Development Foundation 

2:15 Committee Review 

2:45 Adjournment 
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AGENDA . 

JOINT SELECT COMMITTEE TO STUDY THE SHOE INDUSTRY 
NOV 12 - REPRESENTATIVES OF INDUSTRY & ECONOMIC DEVELOPMENT AGENCIES 

9:15 

9:30 

10:00 

10:45 

11 :00 

11:30 

12: 15 

ROOM 122 

Introductory Remarks 

Richard Larochelle 
President 
Irving Tanning Co. 
Hartland 

David Coi t. 
Executive Director 
Maine Capital Corp. 

Break 

Michael Moniz 
Executive Director 

STATE OFFICE BUILDING 

Lewiston-Auburn Econ6mic Growth Council 

Leslie E. Stevens 
Director 
State Development Office 

lunch 

3850-Rev. 11/6/85 
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· AGENDA 

JOINT SELECT COMMITTEE TO STUDY THE SHOE INDUSTRY 

L~s.J o r.JL .... Y..i.~ .. i t§. 

September 23 

9:00 Truitt Bros. 
Bangor 

1:00 Ansewn Shoe Corp. 
489 Odlin Road 
Bangor 

9:30 Falcon Shoe Manufacturing Co. 
2 Cedar Stre1:!t 
Lewiston 

1:30 Knapp King-Size Corp. 
29 Lowell Street 
Lewiston 
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G. H. Bass S Co. 
360 U.S. ROUTE 1. FALMOUTH, ME 04105 

November 20, 1985 

John B. Knox 
·Legislative Staff 
State House Station 13 
Augusta, Maine 04333 

Dear Mr. Knox, 

I am sorry for taking so long to respond to your letter of October 31st, I assure you that 
it is not an indication of disinterest but rather a result of an extensive travel schedule. 

My main concerns are more with the interpretation and application of the Workman's 
Compensation laws rather than with the laws themselves. But, I believe that the best 
chances for improvement would be achieved through legislation. 

The main issues that should be addressed are: 

I. 

The legislature should define the difference. Furthermore, assuming there is no 
special hazard involved, if you slip and fall on the road it is your responsibility, 
but if you do the same on your employer's premises he is responsible - where is the 
logic? 

I fully support the motivation and intent of the Worker's Compensation laws, both 
for inducing the employer to create a safe workplace environment and to fairly com­
pensate any employee who was hurt by an insufficiently safe workplace. However, 
the Law Court's interpretation of the legislature's intent appears to be influenced 
more by benevolent response to need rather than by impartial justice. Look at the 
issue of causation: essen'tially, the Law Court has held that the Legislature intended 
any occupational contribution to a pre-existing condition to render that entire condition 
fully compensable. For example, conditions such as a pre-existing bone spur which be­
comes symptomatic at work has been included; so has chronic arteriosclerosis (itself 
the probable result of years of dietary indiscretion, lack of exercise, and smoking) if 
manifested as heart failure in the workplace. Another example, which is especially 
problematic in the shoe industry, is the underlying inflammatory conditions, such as 
arthritis, which become symptomatic at the workplace and are found compensable as 
a "gradual injury"; ignoring the fact that this condition would have probably developed 
irrespective of the person's employment status. 

Title 39· should spell out an equitable approach for the Commission io fairly delineate 
between "diseases of life" and time work injuries. 

sues 1 o 1 A R v oF Chesebrough -Pond's Inc. 
Cl 
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This could be done by requiring as a legal test that a morphological change take place 
for an injury to be covered by Worker's Compensation. This would cover such injuries 
as a broken bone, a cut finger or a herniated disc, but would exclude a "trick back 11 or 
an arthritic condition which "happens" to become symptomatic while at work. 

Additionally, there are certain "risks of life", e.g. climbing stairs, ambulating, bending 
down to tie a shoe lace or to pick up a fallen coin, which should be borne by the indi­
vidual- whether it happens at work or elsewhere. That is, if there was no obstruction, 
slippery surface, or other special hazard unique to the workplace, then the injury should 
not be compensabl~ by Worker's Compensation. Health insurance, which we and most 
companies provide, will usually cover most medical costs. But loss of income should 
not be the obligation of an employer who was neither responsible for the cause of injury 
nor could have done anything to prevent it. 

2. The Legislature s~ould make further changes to several wage continuation provisions. 

Average wage whenever used should relate to the industry and possibly the specific 
company and not to statewide averages. At G. H. Bass, as an example, injured workers 
are receiving larger increases than healthy workers because of the mandated escalator. 

Secondly, the current law provides that an injured worker's wages be protected for life. 
A provision should 'be made to allow companies to adjust the wages of injured workers 
on the basis of internar'equity. 

3. The Legislature should create a workable second injury fund to provide protection and an 
incentive for employers who hire previously injured workers. 

Many injured employees are eager to find a new job for the income, self esteem, and op­
portunity to advance. But many employers are concerned about hiring such workers be­
cause of the high risk of second injury or deterioration. 

There is legislation for a second injury fund, but is inaccessible because it is grossly 
underfunded and because of the attorney general's office aggressive defense against 
employers who attempt to access it. It is interesting to note that in the last sessions, 
the Legislature mandated rehabilitation for injured workers without resolving the under­
funding issue. 

4. The Legislature should specifically make selective reform measures retroactive. 

That is, if an injustice existed and was remedied by law, individuals should not be able 
to continue taking advantage of the injustice just because they started doing so before 
the law was unchanged. For example, the 1984/85 reform bills addressed several issues 
which the Legislators apparently perceived as unjust (attorney's fees, "Mini-Miranda", 
unlimited benefit increases, etc). However, these inequities are perpetuated in hundreds, 
or perhaps thousands, of pending cases because the Legislature did not make the reforms 
retroactive, at least on selective basis. 

C: 
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I realize that Worker's Compensation is a very complex issue and I appreciate the opportunity 
to express my views- which are sh·ared by many at G. H. Bass and at many other companies. 
Though significant improvements were made by the Legislature this year, I feel strongly that 
the four issues outlined above are crucial to effecting a real improvement in the Worker's 
Compensation area that will be fair for the workplace injured employee, equitable to the 
safety conscious employer, and realistic for our economic system. 

Please do not hesitate to call me or Fred King, who assisted me in reviewing the issues, if 
you need any additional information. 

Alan W ainberg 
Group Vice President 

AW/ldw 

-~---
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Excerpts F1nom Letter of Dec. 2, 198:> 

From Irving Tanning Co. 

There are many dissatisfactions with the Worker's Compensation 
system. The major one is the benefit level and the manner in 
which it i~ ccilculated. I think you'll find that the previous 
statements made by the Maine Chamber of Commerce & Industry on 
industry's behalf fairly states our position on this mattef. 
Other states, such as Pennsylvania, are reviewing reform in 
Worker's Compensation laws. I am trying to obtain a copy of 
the Amendment to the Senate Bill #1055. If I receive it, I 
will mail it to you. Doctors seem to be overly cautious in 
recommending that a patient return to work, or if an injury is 
·work related. I believe thaf the recent problems with 
malpractice suits and malpractice/liability insurance lead to 
major abuse by workers and doctors. This should be 
investigated furth~r. 

4333 



EXCERPTS FROM DECEMBER 11, 1985 
LETTER FROM DUCHESS FOOTWEAR CORPORATION 

11 It:. is my opinion that th•~ State WorkiTil':!n' s Compr.=msation 
Laws are being abused by employees and ex-employees. I have 
attended a number of hearings on which the burden of proof is 
on the manufacturing concern and/or their insurance company to 
prove that a workmen's compensation claim was NOT valid, as 
opposed to the burden of proof ~eing on the employee. 

11 Just this past Monday, December 9th, a tJJorkl':!r reported to 
the work place, with a 'strained bacK• which she claims to have 
developed over the course of many years working in shoe 
factories. She does in fact have a strained back based on a 
dotter's examination on Monday morning. We, as the employer, 
are required by law to submit a claim to our insurance 
carrier. There was no 'accident', nor was it witnessed by any 
other person in the factory. In this case, we will be required 
to prepare all of the documents, the insurance company will be 
required to spend a great deal of time and money and while we 
will ~efuse the claim initially, the employee will get a fair 
hearing, the doctors will be paid (probably for many 
unnecessary visits and treatments), etc., etc. As an employer 
there is absolutely nothing I can do about t.his. 11 

411.78 
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Mr. John Knox 
Legislative Staff 
Joint Select Committee 
To Study the Shoe Industry 
State House Station 13 
Augusta, ME 04333 

Dear John: 

December 16, 1985 

I apologize for not answering your October 31 letter until now. I 
wanted to be sure of my position before replying to your inquiry about 
my negative comments on Maine's Workmen's Compensation Program, made 
during my testimony to the Joint Select Committee. 

As you know, the subject is very complex and the answers are certainly 
not black or white. However, Maine does a number of things differently, 
compared to other states, in structur.ing and administering its Workmen 1 s 
Compensation Law. To start with, the law is structured, administered 
and interpreted with a heavy pro-labor orientation. Some states are 
pro-industry. An unbiased program that discourages abuse by both 
parties better serves the entire community and encourages, rather than 
discourages, industrial growth. Maine's pro-labor orientation 
encourages a climate which leads to both higher annual costs and unknown 
future liability for companies located in Maine. 

For Etonic, the biggest problem with Maine's Workmen's Compensation Laws 
is the existence of unknown and unlimited future liability. Most other 
states put a cap on the length of time payments can be made against a 
claim. In Maine there is no legislated limit. In effect, this 
open-ended policy is like the sword of Damacles, hanging over the head 
of a company trying to negotiate a lump sum settlement against a 
specific claim. The unlimited liability aspect invariably-produces 
larger lump sum settlements and obviously higher Workmen's Compensation 
costs as a result. Elimination of this provision would go a long way 
toward equalizing Maine's plan with that of other states. 

Maine also has a high weekly wage limit. Maine caps payments at 166% of 
the average weekly wage for the state, while most states cap this 
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at 100%. The effect of this cap is higher insurance rates for everyone. 
Insurance rates for shoe workers in Maine and other shoe producing 
states are compared below: 

STATE SHOE MFG.- RUBBER SHOE MFG. - LEATHER WAREHOUSING 

Massachusetts 
as of 1/24/83 

$7.58 $4.42 $7.69 

Pennsylvania 
as of 10/1/85 

New Hampshire 
as of 5/1/84 

Missouri 
as of 10/1/84 

Maine 
as of 3/2/81 

1. 85 

4,76 

3.06 

5. 12 

9.55 

3.53 6.12 

1. 13 3.44 

2.22 7.02 

Maine 10.65 11.80 13.59 
Rate request 1/84 

As you can see, Maine's rates while high, were set 5 years ago and do 
not reflect current costs. 

The legal system creates another set of problems. In Maine the 
insurance company is, for all intents and purposes, required to pay for 
lawyers for both the injured party and the insured. In most other 
states, each party pays his own lawyer. While there was a change in the 
Maine law last year, it has had very little effect in changing this 
situation, as many lawyers represent clients on a percent of judgment 
basis. Cases, therefore, drag out and settlements are generally higher. 

Lastly, there appears to be a rather loose definition of what is and 
what is not a work-related injury, which encourages more claims and 
results in more awards. ~-

The net effect of these liberal practices has been a 523% increase in 
claims paid out by Etonic since 1982. During the same period, 
employment declined by 26.6%. All of this has occurred in a factory 
atmosphere where safety is encouraged daily. Our lighting is good and 
our working conditions are well above average. 

C7 
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While Maine is a marvelous state in most respects and its citizens 
genuine to a fault, the liberal Workmen's Compensation Laws cast a dark 
shadow over.what is otherwise a bright industrial environment. 

JEL/dd 

~·-

Sincerely yours, 

~(~ ' 1 

-..__! 0. "-A.~ 
E. Larsen 

Vic'e President 

cs 



KNAPP SHOES INC. 

Mr. John B. Knox 
Legislative Staff 
State House Station 13 
Augusta, Maine 04333 

Dear Mr. Knox: 

ONE KNAPP CENTRE 
BROCKTON, MASSACHUSETTS 02401 

AREA CODE 617 588·9000 

January 6, 1986 

Re: Maine Worker's Compensation Law 

As requested- by John Foye, our Vice President of Manufacturing, I have 
outlined below several areas where we feel the Worker's Compensation Laws 
have caused employers increased expense (direct and indirect) in operating 
in the State of Maine. . 

• Lifetime awards of benefits are very liberal. 

• In July of 1985 the Legislature did take positive action by amending 
the law by: 

Mandating that the Commission interpret the law as. written 
(rather than liberally to benefit of employee). 

Not requiring Providers to pay legal fees on claims that were 
not refuted. As an example, prior to this, we had a claim 
that cost only approximately $300 in medical and indemnity 
(not refuted); however, legal fees were in excess of $1 ,000. 

However, to date, Providers and employers still do not have a copy 
of the amended law so that they can administer all the changes that 
were passed. 

·On January 1, 1986, the Rehabilitation clause was adjusted, requmng 
special forms, etc. To date, no guidelines or forms have been received. 

·Many insurance carriers are refusing to write Worker's Compensation 
coverage in Maine. We have been advised that our premium will be 
increased by 40% in 1986 in Maine even if we had no claims in 1985, 
and if we wanted to, we could not change carriers. 

C9 



Mr. John B. Knox 2. January 6, 1986 

• Employees who had an injury prior to joining our company and file a 
claim while working for us are charged entirely against our account. 
There is no provision for apportionment of this claim to past employers. 

o A case remains open for 10 years from last payment. 

o Early pay system provides that claims for employees who are injured 
are opened quickly; however, there is no provision to expedite hearings 
on claims which should be reviewed for adjustments or closure. 

In summary, we would look for a Worker's (C)mpensation program which is fair 
to injured employees as well as to employers. We look for a system which pro­
vides administrative support and information to employers and Providers. We 
look for an open, competitive marketplace where we can survey Worker's Com­
pensation providers for a better rate. 

-Systems that encourage fraudulent claims and excessive legal fees do not benefit 
the majority of the workforce, as monies to fund this program take away from the 
general fund to provide increased benefits or wages to the entire employee work 
force. 

I thank you for the opportunity to relay our feelings on this important issue and 
hope that the State will communicate the positive amendments which have passed 
in addition to reviewing these laws so that they will be equitable for everyone 
in the State. 

ML:mem 
cc:John B. Foye 

Express Mai I 
#25583212 

Sincerely yours, 

Mary LeVasseur 
Vice President - Personne I 

ClO 



FINANCIAL ASSISTANCE FOR INDUSTRY 

Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 

Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 

New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 

Pennsylvania 
Rhode Island 
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South Dakota 
Tennessee 
Texas 

Utah 
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TAX INCENTIVES FOR INDUSTRY 
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SPECIAL SERVICES FOR INDUSTRIAL DEVELOPMENT 
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INDUSTRIAL REVENUE BOND FINANCING 
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"New federal regulations may restrict tho use of Indus­
trial bonds for commercial or recreational facilities. 
Source: Conway Publications' survey of state develop~ 
ment agencies. 

rosonrch Hnd dovolopmont fnclllty, engmooring, archi· 
tecturnt or dos1gn facility, or tourist and resort facility. 
7-Applicable if structure i.':i a national or regional head~ 
quarters facility. 

15-No more than 25% of the proceods otthe bonds may 
be used for commorcial or recreational facilities. 
16-State has recently limited the use of lABs for public 
lodging and recreational facilities. 
17--May be hold true undor a provision In tho otatuto 
concornlno bond refunding, but nn oxlstlnQ firm could 
not use bond proceeds strictly to renegotiate a lower 
interest rate on older buildings. 

1-Appllcable when existing facfllly is for an entirely now 
typo of oporetlon 
2-ln downtown urban revitalization districts only. 
3-Applicabla if part of total project. 
4-Appllcable to research facilities only. 
5-Permitted only if related to manufacturing operations. 
6-Appllcable to any structure sultabie for. lntanded for, 
or lncldentlal to use as a factory, mill, shop, processing 
plant, assembly plant, fabricating plant. warehouse, 

6-Appllcnblo only If fncillty is occupied by compnny 
nhtnlnmo honc1:'\, not pHnmlturl hy spnculntiVo buildings. 
9 Roflnnncing 1s limitod to 1~ of net bond proceeds. 
10-U located in a blighted urban renewal or UDAG area. 
t 1-Permitted for medical facilities only. 
12-Limilod to multistate, reolonal or national headquar­
ters buildings And operations centers. 
13-Applies only in designated areas. 

14-Limitod to parks. 

16-Certaln restrictions may apply. 
19-Limlted to rodevelopment of downtown busin99s 
rll~trir.t!'. 
20-Limited to nursing homes. 
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STATE INCENTIVES FOR POLLUTION CONTROL 
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1-lndustrial revenue bond issues. 
2-State grants tor municipalities only. 
3- Act 9 Industrial Revenue Bonds The Act authonzes 
muntctpalttles and counttes to issue special obligatiOn 
revtmue bonds to be used tor securing and developmg 
Industry. The bonds may mature at any tim.e up to 30 
years and may not carry an interest rate in excess of 8%. 
4-No state real estate tax 1s levied. 
5-No personal property tax is levied 
6-May be tncluded in tndustrial revenue bond issues or 
state guart~ntned bond tssues in certatn cases 
7 PulluttCJn control devtccs aro asstjssed at a salvage 
commercial value. Devtces may be exempt on local 
optJOn bas1s 
8-Local government urut. 
9-Hawaii caPital Loan Program can assist up to a 
maximum of $50,000 
10-Munic!pal revenue bonds and Kentucky Industrial. 
Development Finance Authority loans 
11· -Mmne Industrial o·ulidmg Authonty loan guaran­
tees. 
12-Stale does not levy franchise tax 
13-lndustnal Development revenue bonds Also 
Maryland lndustrtal Development Finance Authority 
loan guarantee If pollution control equtpment is part of a 
total proJeCt 
14-0nly affects public utilities . 
15--Exempl from ad valorem tax when financed with 
poll,LJ!Ion control bonds. 
16-Absolute $75,000 with no refund. 
17 --Pollution control Pqutpment Is treated the same as 
other capital assets all of which are eligible tor 
accelerated depreciation. 
18-When equipment is sold to a manufacturer, rate IS 
1% in lieu at 5% 
19-State does not levy sales tax 
20 PurchH~t·J uf wutm pollutton t!qUlpflwnl may apply 
for sales tax refund. 
21-New equtpment 1s allowed a preferential rate ot 1%, 
wrth a max1rnurn tax of $80 per article. 
22-Buildings exempt from local real property tax. 
23- PollutiOn control oqwpment and utllttles whtch are 
an integral part of the production system are ex1::1mpt 
from the slate portion of the sales tax and from any local 
sales tax except that of New York City. Real estate is not 
subject to the sales/use tax. 
24-Credit ba~wd on new investment m depreciable 
proJ,Jorty (butldmgs and or cqutpment.) No limtt, but 
credit may not cancel the $250 mimmum corporate 
tncorne t11x p;wable 
25- Onc-ye<Jr wntn-off as an alternatrve to the new 
rnvestmenl credit described in footnote 24. 
26--Credtl is equal to 1% of gross expendtturos tor 
wages and salarres durrng each of the first 3 years of 
operatron Credrt rs applrcable to any new facrltty, not 
JUSt pollutton control equipment 
27~/ndustnal revenue bonds. Bank of North Dakota 
panrcrpatron and statewrde development credit corpora­
Iron 
28-No doprecratton allowed tn year credit IS taken . 
?9 l1111ustrtnl revunue mortgages and bonds 
:JO--Exompt from ud valorem tax when financed wrth 
mdustrral revenue bonds 

. ·31 lndustrw/ rovonuo bonds and msured mortgage 
frnancrng . 
32-Applies to mr, water and notse pollutron control 
r•qtttpmenl 
:J3 -M<.Jy qua lily for a rPdlH..:ed tax rate of 1 5%. 
34~State loan guarantees and revenue bonds 
35-Local oplton on cerltfled equtpment and factltltes. 
36-Must be certtfted 
37 --Applrcable to facllrtres financed wdh industnal 
revenuC bonds A 10-year exempt tOn IS a/lowed 
38--$50 per $100,000 ol investment up to a maxtmum of 
50% of state rncome tax /tabrlity 
39-Real property exempt from local property taxes. 
40-- Pollutron control facllitiC!s are excluded from the 
J.JTUf>tHiy lilX factor ttl allocattun of caprtnl lor tranchrse 
tax and allucatron of tncome for mcome tax 
41-Avar/able at local level. 
42-lmprovements to land and factftttes operated tn 
conJtmctron with manufacturing establtshments can be 
exernJ,Jtnd lor 10 years 
43 Lxcess abovo depr_eclaiJOn 
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National Survey of Nations! Tu Aaaoclatlon ~Tax institute of America 
Production Exemptions Under Sales and Use Tax laws State Salea and Use Taxation Committee 

NORTHERN REGION TABi...E2 January1880 

L Machinery and equipment exempt (or reduced rate applied) ICOMN. D.C. l:!IE. MD. MASS. N.J. N.Y. PA. R.I. YT. 

A. When used in production of tangible personal property for sale x• X X X X X ~ -~ x 
8. Under what conditions (one or more) of use: 

1. Directly X X X X X X X X 
2. Exclusively X X x• 
3. Predominantly x• x• 
4. Primarily X" x• 
5. Other x• 

c. Does the exemption apply to: 
1. Machinery and equipment for new business X X X X X X X X X 
2. Machinery and equipment to expand existing plant X X X X X X X X X 
3. Replacement machinery and equipment X X X X X X X X X 
4. Machinery and equipment used to produce Items for self-use !n production X X X X 
5. Molds, dies, patterns, toolll, jig.>, etc. X X x• xn ' X';' x• X X X 
6. Power sources (boilers, generators, furnaces, &tc.) X X X X X X X X 
7. Mobile equipment X X x• ~ x• X 
8. Storage equipment (bins, tanks, etc.) X X X X 
9. Other x• 

D. Are the following exempt: 
1 .. Components and accessories for machinery and equipment X" X X X X x• X 
2. ReQair or reQiacement Qarts X X x• X' X X X 
3. Hand tools X X x• x•a X X 
4. Installation, re~~ir and maintenance services on exempt machinery and . .. 

equipment, whether or not materials are separately stated X X X X < 

5. Sales of exempt: items to construction contractors or servicepersons for 
installatio-n in a plant, whether or not items become realty X x•a X . ·x X 

6. Machinery and equipment purchased by a lessor for leasing for exempt use --x . x· X .. ··x·~ .. .. x·- '· X . ·-x X 
7. Foundations for machinery and equipment X X X 

X .. ; 

8. Other X" 
E. Are machinery and equipment for the following activities within ifle exemption: 

1. Research and development, In laboratory sense x·~ X X" x•• X X X 
2. On-line inspection or quality control X. X X X X X X X 
3. Off-line inspection or quality control 
4. Clean and white rooms x··c. 
5. Air and water pollution control X X X x•• xaa xu 
6. Noise pollution control X 
7. Solar energy x•• x•e X 
8. Recycling X 
9. Safety x•a x•• 

10. Other 



,.....-.,--- -------- - -------- ------------~--~---,.-,----'-------

NORTHERN REGION TABLE 2 (CONT'D} 
II. Supplies and materials 

CONN. D.C. ME. MD. IIIASS. N.J. H. 'If. I' A. R.L VT. 
Does the exemption apply to the following: 

1. Nonreturnable packing materials X X X X X X X X X X 
2. Returnable packing materials X xao 
3. Lubricants, chemicail!, etc., for operational purposes X X x• x•8 X X 
4. Protective or special clothing, ate. -X X X x• 
5. Catalysts X X ·X x•a X X X X 
6. Chemicals which do not Impart a characteristic to the finished product, even 

·L. though Uaces may remain (cleansers, etc.) X X x••- / X 
7. Filters, abrasives, moulding sand, etc. X X x• x•• 

~··. 
,, X x• 

8. Water X X X -· X X )(D X X 
9. ·other t·L- ,., • , 

IIi. Energy-producing sources used in production. Does the exempt! e-n apply· to: 
:~! 

·· .. 
1. Fuel (oil, coal, coke, nuclear material, etc.) X X"" X X X . : xao xao xu 

--z-·-aec:triClly-· --·-~-- ------ X XH X X X x:~a XIO X" 
X x•• X X X XlO XIO xn 

4. Steam X x•• X X X ~- X"" XIO X" 
5. Refrigeration i i' xu X :;,.; X20 xao X" 
6. Other 0 XH 

IV. Heating and lighting in production area. Used for this purpose, docs the exemptivn ·.· 
:_r_ 

apply to: 

CD 
~· ' 

.: 

1. Equipment X . . :r·: X 
2. Fuel, electricity, gas, etc. X X 

[i:l X X X X 
3. Supplies 

v. Where does production begin and end: '.'· 
A. When materials are withdra~n from storage and ends at last production stage, r, 

including packaging X X -X X X B. At point where raw material reaches first machijne and ends lilt last production · 
stage, including packaging - X 

c. At point where raw material reaches first machine and ends at last production stage X ·,; 
D. With construction of manufacturing plant and ends with sale and delivery of .~, 

finished product 
. ~ I . . 

-E. Creation of tangible personal pmperty for sale at retaii,exclus1ve of any form of 
processing after product Is flnishad ln Its ~selling state", e.g., packaging, 
warehousing, s!lipplng, etc. 

: ~ ;: ~ F. From raw material storage to point where product is finished or completed for sale , 
and conveyed to point of first storage at production site X. 

t G. From raw materia! storage to point where product is !inished or completed for sale X 
~'~ X 

H. Other 
V!. Local sales and use taxes 

A. Are local sales and use taxes imposed X 
B. Are there production exemptions under these local taxes X : c. Do these local exemptions apply: 

1. The same as under State taxes (except for the rate) 
.. 

2. Other .. 
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NASDA 1984 EXPENDITURE SURVEY 

Summary Table 

State "Budget* 
Industrial 
Development International Tourism Staff _ _, _________ CII!:I_c:m>_ 

---------- ----------- ---------- ------------ """'~GD=:>c::::JCD>a:z::> 

·' 2,938,0481'1 ALABAMA 2,816,025 300,000 44 
ALASKA 9,421,100 1,964,300 537,500 1,033,800 65 
ARIZONA 1,086,891 404,903 191,722 26 
ARKANSAS 2,681,837 138,600 235,631 82 
CALIFORNIA 6,605,000 614,000 50,000 612,000 66 
COLORADO 616,588 438,349 99,500 a 32 
CONNECTICUT 3,839,234 774,752 325,514 576,886 81 
DELAWARE 3,231,600c 731,000 576,700 42 
FLORIDA 6,409,346 1,399,901 611,247 4,585,425a 148 
GEORGIA 8,372,107 625,677 857,066 3,066,858 190 
HAWAII 

. e 
1,320,203 3,262,914 86 6,501,235 

IDAHO 1,828,000 79,236 13,500 72,800 19 
ILLINOIS 29,629,400 3,411,717 1,5.44,691 2,527,469 665 
INDIANA 3,874,885 329,081 ?61,264 234,215 144 f 
IOWA 3,408,884 398,150 333,910 418,780 56 
KANSAS 3,038,372 764,545 18,671 318,917 58 
KENTUCKY 4,348,200 2,068,900 838,500 59 
LOUISIANA 6,173,410 310,855 94,478 58 
MAINE 1,735,138 579,511 545,518 20 
MARYLAND 9,177,396 7,063,170 2,037,766 li4 
MICHIGAN 12,000,000 9,753,600 1,480,600 4,602,300 170 h 
MISSISSIPPI 4,824,070 1,322,555 674,988 808,866 111 
MISSOURI 2,592,412. 985,750 670,758 1,696,740 76 
MONTANA 29,858,481 1 1,532,427 68,179 675,000 59 
NEBRASKA 3,345,424 799,937 1,078,215 73 
NEVADA 1,195,000 1,077,100 2,650,794a 8 
NEW JERSEY 6,228,500 1,242,000 574,000 675,000 96 
NEW MEXICO 8,212,000 701,400 88 
NEW YORK 28,040,822 6,989,800 2,223,700 1,600,000 314 
NORTH CAROLINA 8,615,767 1,763,412 785,839 2,712,094 145 
NORTH DAKOTA 491,852 450,000 90,000 650,000 17 
OHIO 30,651,864 4,155,492 1,909,041 s,ooofooo j 561 
OKLAHOMA 1,841,218 1,962,549 392,500 36,198,758 28 
OROOON 3,390,531 350,180 654,845 1,278,736 61 
PENNSYLVANIA 61,300,000 29,254,000 885,000 4,557,000 187 
RHODE ISLAND 2,376,750 475,000 185,000 650,000 232 
SOUTH CAROLINA 3,248,000 974,000 400,000 4,370,000 a 62 
SOUTH DA"KOTA 1,178,118 853,432 1,686,257 ~ 57 
TEXAS 2,173,086 416,056 308,343 1,755,821 56 
UTAH 1,239,900 451,183 143,448 a 15 
VERMONT 3,877,894 319,118 110,000 1,005,300 50 
VIRGINIA 5,500,000 . m 710,000 63 1,480,000 a 
WASHINGTON 4,217,517 587,948 960,729 1,412,551 47 
WEST VIRGINIA 9,129,536 n 635,993 90,000 1,014,587 220 
WISCONSIN 7,647,290 711,225 309,500 1,0.91,800 140 
WYOMING 1,072,958 159,861 50,000 a 25 

---------~-------- ----------- --------- ---------- OlE=>-----~ 

Average: 7,805,296 2,111,-610 554,099 2,649,455 109 
-------~---------- ----------- ---------

.,.. _________ 
<B!IOZI3t ............ CE> 

·· Fl 



NASDA 1984 Expenditure Survey 
Swnmary Table 
Page 2 

State 
.local/Regional Film 

Research Development Promotion 
------------R:Dc::o:::>OOE> 

_,a;:;,._ __ CI:D _ _,_.,_ 

--~~------ -------
ALABAMA 85,000 85,000 205,000 
ALASKA 662,500 
ARIZONA 570,121 255,389 
ARKANSAS 15,700 70,691 
CALIFORNIA 398,000 324,000 40.000 
COLORADO 178,239 
CONNECTICUT 120,000 659,733 50,000 
DELAWARE 
FLORIDA 130,513 171,818 139,889 
GEORGIA 402,933 d 
HAWAII 400,807 119,503 
IDAHO 13,500 80,000 10o000 
ILLINOIS 224,935 12,272,330 275,228 
INDIANA 266,827 614,388- 45,494 
IOWA 205,395 186,87 0· 15,000 
KANSAS 404,691 16,220 
KENTUCKY 734,900 174;100 
LOUISIANA 878,3179 301,360 111,080 
MAINE 88,700 
MARYLAND 427,994 
MICHIGAN 500,200 50,000 
MISSISSIPPI 285,772 98,223 
MISSOURI 177,649 240,109 39,000 
MONTANA 354,626 10,142,697 50,000 
NEBRASKA 534,506 
NEVADA 432,000 117,000 
NEW JERSEY 522,000 1,242,000 240,000 
NEW MEXICO 318,300 242,200 

Industrial 
Manpower Tourism Developmen 
Training Advertising ~~':..e.!.!i~i.nJ ---------- ---------

1,624,000a 650,000 500,000 
5,216,200 6,000 

29,850 
209,127 

179.ooob 
50,000 235,000 75,000 

95,000 100,000 
4,338,104a 474,816 

379.401 195,000 
475,000 

a 400,000 
3,299,357 817,000 490,600. 

1, 081, 07 0 306,050 
6,300,000a 180,750 100,650 

150,000 201,190 150,0001 
a 730,000 

796,816 682,501 
173.614 273,500 

950,000 509,540 1,140,520 
1,066,700 1,047,300 lfOSO,OOO 

288,760 270,000 
a 670,000 479,146 

50o,oooa 525,000 70,000 
100,000 692,631 180,000 

a 1.ooo,oooa 225,000 
1o750,000 400,000 

3,000,000 1,550,000 481,000 
NEW YORK 1,992,200 2,853,500 268,400 1,416,200 8,418,000 2,000,000 
NORTH CAROLINA 575,248 132,296 2,048,024 470,000 
NORTH DAKOTA 50,000 175,000 50,000 
OHIO 

-
13,945,000 13,700,000 120,000. 7,100,000 1,400,000. 600,000 

OKLAHOMA 295,000 k 87,332J46,797,33la 681,500J 441,000 
OREGON 176,282 366,623 97,73 0 19,961 604,216 130,000 
PENNSYLVANIA 454,000 165,000 2,600,000 800,00 
RHODE ISLAND 100,000 50,000 100,000 340,00 
SOUTH CAROLINA 102,000 35,000 140,oooa 100,000 556,000 

~-SOUTH DAKOTA 30,000 a 128,792 
TEXAS 309,133 416,056 1,167,927 91,140 
UTAH 80,000 179,000 1, ooo, oooa 300,000 
VERMONT 209,000 17,000 488,976 360,000 100,000 
VIRGINIA a 1,700,000 1,900,000 800,000 
WASHINGTON 41,200· 813, 245 42,000 
WEST VIRGINIA 515,000 275,874 
WISCONSIN 424,500 249,100 914,200 81,200 
WYOMING a a a 22,500 

------------------ -----------
_, ______ ---------- ---------

___ ..,..._. __ ...,_, 

Average: 762;617 1,918,913 116,648 3,487,197 1,221,463 377,315 

------------------ ---------- ------- ---------- --------- ---=""""""""'a::::>c::::<:>-=:::>-=c> 

F 
' 



NASDA 11184 SALARY SURVEY 

Summary Table 

Director/ Tndu!tria1 Business/ International 
Deputy Director/ Deve opment Ind. Dev. Trade Tourism state Secretary Asst. Secretary Representatives Director Director Director --------------- ----------------- --------------- --------------- ------------- ------------- -------------

ALABAMA ' 52,848 $ 47,028. • 22,809-44,300 56, 758a .a 52,848 
ALASKA 59,500 53,500 59,500 
ARIZONA 48,969 30,014-46,030· 23,140-32,945 
ARKANSAS 45,258 40,324 17.645-29,280 
CALlFORtHA 67,446 53,831 20,688-36,228 46.657 46,657 
COLORADO 50,000 40,000 25,000-35,000 40,000 40,000 
CONNECTI<llT 56,030 U,626 26,127-31,794 46,202 39,538 
DELAWARE 55,800 24,000-38,000 34,000 
FLORIDA 44,000 39,000 13,676-34,828 34,035 38,713 44,000 
GEORGIA 55,500 33,198-51,500 1B,390-39,534 27,996-43,044 27,996-43,044 
HAWAII 50,490 47,520 25,668-47, 2]2 43,356 33, !n2 
IDAHO 37,065 36.,170 22,000-27,000 29,037 
ILLINOIS 46,000 39,000 15,888-36,516 
INDIANA c 47,121 19,500-25,350 37,908 26,078 26,390 
ICMA 52,000 47,000 20,612-33,654 
KANSAS 50,088 29,820 25,620-40,872 44,016 32,424 KEN 'lUCKY 49,500 36,200-42,800 22,000-32,600 42,800 36,200 
LOUISIANA 50,000 12,564-32,028 25,176-36,8 28 25,176-36,828 
MAINE U,8o8 29,000-32,635 20,612-25,812 32,635 30,451 
MARYLAND U,OOO 37,863 18,303-37,900 40,900 37,100 
MIQJIGAN 55,000-65,000 40,000-50,000 30,000-40,000 50-6o,oo«P 50-60,000 
MISSISSIPPI 57,000 18.304-33.310 
MISSOURI 28,681-43,022 27' 315-40,973 17,608-26,412 22,472-33,708 
MONTANA 48,500 25,000 35,730 
NEBRASKA 41,165 17,000-30,355 
NE.VADA 47,500 38,817 34,935 
NEH JERSEY 70,000 50,000 21,000-32500 53,000 48,500 
NEW MEXICO 50,000 45,000 24,000-32,000 43,100 43,100 NEH YORK 65,700 63,072 37,000-44,000 61,836 57.718 NOR'm \.:AROLINA 39,804-61,404 20,520-39,804 48,836 34,500 34,500 
NOR'm DAKOTA 42,000 38,000 21,000-30,000 42,000 32,000 OHIO 66,684 . 49,358 20,820-33,300 49,358 43,409 
OKLAHOMA 45,000 22,956-36,185 36,185 36,185 
OREGON 52,776 ..... 520 29,400 37,524 37,524 37,52<1 
PENNSYLVANIA 48,000 46,400 19,912-25,937 36,792 e 36,792 e 
RHODE ISLAND 67,400 46,774 31,539 
SOU'm CAROLINA 60,000 47,000 19,000-35,600 

35,000 f SOUTH DAKOTA 40,560 30,000-35,000 25,000-32,000 30,077 
TEXAS 45,600 44,316 35,172 14,152-43,020 32,928-41,484 32,928-44,400 
UTAH 36,185 31,591 24,000 27,475 
VERMONT 36,000 20·, 509-28 '726 <10,360 VIRGINIA 60,000 46,000 28,000-35,500 42,000 
WASHlNGTON 50,500 44,832 28,044 36,804 47,000 43,740 WEST VIRGINIA 50,628 14,076-28,872 
WISCONSIN n·,4oo-66,4ooh 45,850 29,600-41,100 33,200-46,10() 43,500 40,000 WYOMING 46,000 27,480 26,136-30,312 18,688 



NASDA 1984 Salary S11rvey 
Summary Table 
Page 2 

Local/Regional Public Film Manpower Small Business Business 
Developnentt IRe search Relations Promotion Training Assistance Financing 
Director Director Director Director Director Director Director 

--------------- ------------- _______ .. - - - -- ---- ------ ·- ~ - . - -------- ---------- -------------

ALABMIA 42,198 40,000 40,000-45,000 a 45.00lP 
ALASKA 
ARIZONA 38,311 40,759 
ARKANSAS 37,500 21,000 21,000-
CALIFORNIA 46,657 46,657 46,657 
COLORADO 40,000 
CONNECTICUT 3 9, 53 8 3 9,124 
DELAWARE 42,000 
FLORIDA 32,463 37,099 33,341 
GEORGIA 27,996-43,044 27,996-43,044 
HAWAII 45,096 39,072 
IDAHO 
ILLINOIS 
INDIANA 26,078 31,124 30,732 15,288 
IOWA 35,000 40,456 34,000 35,755 36,000 
KANSAS 
KENTUCKY 41,500 38,000 38,800 
LOUISIANA 25.176-36,828 
MAINE 
MARYLAND 35,800 40.900 39,500 
MICHIGAN 50-6 o, 000 d 50.000-60,000 
MISSISSIPPI 36,441 
MISSOURI 22,472-33,708 15,971-23,957 15,971-23,957 
MONTANA 31,144 31,789 46,500 
NEBRASKA 
NEVADA 38,807 
NEW JERSEY 45,500 65,000 
NEW MEXICO 
NEW YORK 61,474 61,836 55,259 48,600 61,836 
NORTH CAROLINA 
NORTH DAKOTA 
OHIO 45,011 42,016 51,771 
OKLAHOMA 3 6,185 
OREGON 37, 5Z4 35,736 22,776 37,524 
PENNSYLVANIA 23,746 
RHODE ISLAND 50,000 50,000 
SOUTH CAROLINA 
SOUTH DAKOTA 

40,000 40,000 

TEXAS 
UTAH 27,457 39,591 
VERMONT 29,0789 
VIRGINIA 42,000 
WASHINGTON 35.905 
WEST VIRGINIA 32,436 
WISCONSIN 40,000 29.200 
WYOMING 



Maine 
All Gov't Non-Gov't 

Factors Factors Factors 

National Rank 46 45 44 
Regiona.l Rank 516 6/6 516 

National Factor National 
Factor Rank Value Average 

AI - Taxes** 41 $ 120.99 $ 109.45 
A2- Change in Taxes** 25 -3.240Jo -2.71% 
A3- Exp. vs. Rev. Growth** 45 1.213 .951 
A4- Debt** 26 $ 676.88 $ 740.77 
AS- Welfare Expenditure** 42 $ 313.94 $ 216.25 
81 - UC Benefits** 20 $ 208.47 $ 250.02 
82- UC Net Worth** 18 $ 75.95 $ -46.89 
83- Maximum WCI Pmt. ** 46 $ 426.43 $ 273.75 
84- WCI Levels** 45 1.692 1.000 
Cl - Wages 12 $ 7.61 $ 8.71 
C2- Change in Wages 47 26.83% 21.98% 
C3- Unionization 30 21.6% 2t':o% 
C4- Change in Unionization 48 12.89% -5.34% 
Dl - Voc-Ed Enrollment** 44 1.98% 4.38% 
02- HS Educated Adults** 21 80.16% 78.94% 
03- Manhours Lost 18 0.014% 0.091% 
04- Value Added 45 $ 3.26 $ 4.05 
05- Hours Worked 27= 39.9 40.0 
E1 - Energy Costs 41 $ 6.00 $ 4.92 
E2.: Environmental Control** 44 0.965% 0.550% 
E3- Population Density 35 37.0 160.5 
E4- Population Change 39 21 152 

• Below graph indicates each factor's number of standard deviations from the national average. The graph is constructed 
such that bars above the center line reflect a positive contribution to the state's score. Those below the line reflect a 
negative contribution to the overall score. The underlying factor values are unweighted . 

... Denotes factor controlled or strongly influenced by state or local governments. 

= Denotes tie in rank. 

104 

Results by Individual Factor 
3~------------------------------------------------------------------~ 
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EXCEr~PTS FI~OM 
MANAGING THE RENEWAL OF MATURE INDUSTRIES 

COUNCIL OF STATE PLANNING AGENCIES 
& 

STANFORD RESEARCH INSTITUTE 

In fact, the state governments may be most effective when they 
do not select specific companies for assistance, but rather 
provide across-the-board assistance to a group of companies 
within an industry. 

Additionally, it should be in the industry based on the 
willingness of the stakeholders to take aggressive and 
proactive initiatives to face th~ir current situation and 
explore various alternatives for renewal and growth ·in the 
fut.UJ"e, 

Symptoms of maturity are often interpreted as indicators of 
inevitable decline of an industry. While this can. certainly be 
the case, sp~:!cialty chend.cals, and other industries suggest 
that quite often these changes bring about fundamental industry 
change, leading to potential dematuring and the emergence of 
fast growing and dynamic industry segments. 

Not surprisingly, the new segments are most successfully 
pursued by new industry entrants. The established companies qf 
the 11 mature 11 industries usual1y do not recognize OJ" do not: have 
the capabilities to compete in the new markets and, therefore, 
often miss early exploitation of these new business 
opportunities, not realizing their long-term potential and 
possible dematuring impact on the industry 1 s competitive base. 

It may be significantly easier to start a completely new 
organization without the previous traditions of conducting 
their business affairs. 

Typical1y, companies in mature industries regard change as a 
threat and react defensively to such signals, rather than 
taking a proactive stand and turning the threats into 
potentially lucrative business opportunities. 

Based on observations in various industries, there is a growing 
school of thought that this process of maturity can be reversed 
and an industry can 11 de .... ·mat:.ure 11 (Abernathy 1 s I..n9.!:.L?. .. tT.i. .. ?.!:I 
r~enaissance'' ...................... - .......................................... L 

The stabilized nature of mature industries and heavy investment 
in limited types of capital equipment, labor skills, management 
expertise, and organizat~onal capabi1ities, makes these 
i n d·u s t r i e s i n c r' t:!! a s i n g 1 y v u 1 n (::'! r a b 1 e to c h a n g e s i n t e c h no 1 o g y , 
market preferences, and relative prices. 

--1·--

Hl 



Analyses that allow companies in mature industries to identify 
technologies and marketing concepts that may revitalize their 
product lines (by modifying product concept or production 
process, or by using novel technology) are of critical 
importance if companies want to convert potential threats into 
opportunities. In order to perform such analyses, companies 
need access to sources that can alert them to various new 
technological and marketplace developments. Possibly, it is in 
this area that state and other regional or industrial 
organizations can be of most assistance to firms in mature 
industries. 

The U.S. footwear industry is an example of an industry with 
long tradition, which is undergoing changes much harder to 
characterize than thos~ in the machine tool or steel 
industries. Analysis is more difficult and firm conclusions 
are harder to reach. Thus, the options for response to the 
industry•s needs are also less clear. 

U.S. International Trade Commission (USITC) data show that 
larger manufacturers ar~ consistently mo~e profitable than 
smaller firms. In recent years, however, this has been 
attributed to factory closures and consolidation efforts as 
larger firms diversify and vertically integrate. 

Domestic consumption of nonrubber footwear continues to climb. 

One example is the trend in orthopedic shoe producti~n, where 
research is currently being pursued to automate the process. 
Currently, orthopedic shoes are made manually one at a time, 
following molds of the individual foot. Efforts are under way 
at Research Triangle Institute (Durham, N.C.) to use a 
three-dimensional laser system to model the foot (no mold) for 
input to a CAD/CAM system for orthopedic shoe manufacture. 
This approach would lower the cost of custom fitted shoes to 
about one half the cost of the handmade version. 

This functional approach to shoe design has transferred to 
walking shoes and other leisure use footwear--a trend likely to 
continue by moving into dress footwear. 

At the same time there has been a gain in athletic shoes and 
their derivatives due to changes in the market. 

The gain has in turn supported a change in technology which has 
increased the market for comfortable, casual shoes. 

Commitment is needed within the footwear industry to develop 
new technologies that will reduce manufacturing costs. In its 
current structure, however, the industry is ill-prepared to 
pursue this com~itment. Larger firms have already adopted 
cost-cutting measures (such as offshore manufacturing) and· 
vertical integration, making them less responsive Eo research 
needs, and smaller firms are, in general, unable to finance the 
necessary research. 
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Preparing firms to respond to changes in the competitive bases 
is· quite difficult. Reaction times are likely to be slow, and 
transfer of new ideas difficult. Managing and making decisions 
in a new environment with greater uncertainty and higher rish 
requires a different managerial set, bot in attitude and 
expertise. 

Government should work closely with industries that want to 
help themselves. 

State governments seldom can force change; however, they can be 
effective as agenfs and facilitors of change for industries and 
companies that have the potential for rejuvenation. 

Open up lines of communication with industries and their 
associations; show concern for industry problems; help remove 
unnecessary constraints; encourage interaction among state 
agencies, universities, industries, labor organizations, and 
communities. 

The most imp9rtant thing a state government can do is to 
initiate or continue measures that provide a favorable climate 
for business. 

Perhaps the most important thing is the attitude of legislators 
and officials--that industry is an asset to be nurtured, rather 
than an enemy to be harassed. 

Since those within the industry tend to focui narrowly on 
immediate problems, state agencies, and university researchers 
can help them broaden their perspective by taking a longer view. 

Based on such information and offers of assistance, the 
business leaders have the responsibility for deciding what they 
should do. But their eligibility for further aid may be 
conditioned on their willingness to pay attention to the 
warnings and their capabilities and efforts to respond. 
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It is fair to say that, once again, the last legislative 
session failed to produce any landmark legislation in the area 
of economic development. I have heard arguments that this was 
the best thing to happen to Maine business in a long time. 
These arguments, I feel, are based on the poor performance of 
the State relative to economic development, specifically, and 
business, in general. This poor past performance should not, 
however, be constrw:ld as indicating that ·the State can do 
nothing for economic development. It can. 

What we must do is learn from experience and approach the 
problem in a more realistic manner based on this experience. 

One thing that we are learning is the importance of using 
business people .when you are dealing with business people. 

A 15 minute conversation between a prosperous Sanford 
businessman and a potential investor, in some instances, can be 
more productive than a 2 hour glossy pr,:!lse.nta'tion by the Stat:,::! 
Dev,:l1oprnent Office, an.d is, in almost .§tll. instances, a 
desirable complement to the largely academically trained State 
Development personnel. 

Legislators are beginning to realize that decisions to 
expand, invest, or relocate are influenced by the business 
grapevine and that often that influence results in a more 
permanent relationship than that derived from the irresistible 
offers of State officials. 

The foregoing is an example of the exp~rience-based 
questioning of longstanding beliefs concerning the Maine 
economy that is beginning in the State and must be 
accelerated. These beliefs among other things have justified 
the glossy business approach for years. Now their legitimacy 
is being questioned. 

Belief #1 Economic development cQnsists of attracting 
business from other states. 

Belief #2 Development efforts should concentrate on the 
high tech industries. 
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Belief #3 Maine 1 s existing manufacturing industry should 
receive minimal attention: 

--There is nothing that the state can d6 for them. 
--They are dying industries. 
--The federal government will take care of them. 
--They are poor industries anyway. 

• working conditions are poor 
• pay is poor 
• they are here today, gone tomorrow. 

Both on a national basis and, -somewhat belatedly, on a 
state basis it is being agreed that these beliefs just aren 1 t 
true. Economic development should no longer be based on these 
beliefs, or perhaps should never have been and we must change 
these beliefs and do so rapidly because state economic 
development is now more important than ever. This is 
occasioned by: 

--The declining role of the federal government 
--the strong dollar 
-~the continuing restrictive trade policies of many foreign 

nations. Notice I did not say the excessively open trade 
policies of this country. 

--the irreversible shift of mass production manufacturing 
to third world countries. 

We must recognize that economic development, first, should 
be called economi~ stabilization and development. We must 
retain our existing industry. And, second, economic develop­
ment should involve expanding existing business and the starting 
of new ones. It should not involve trying in a major way to 
attract new business, and, particularly, in industries 
unrelated to the state. We must diversify, but it must come 
from within and it must involve working with what the State has 
and what it is, that is evolutio~. not revolution. 

Given all this, what should the state be doing? One answer 
to this question is to look at states that are more advanced in 
their change to the new concept of economic development. New 
Hampshire provides a good example, since Maine and New 
Hampshire share so many of the same conditions, and New 
Hampshire 1 s economy leading ±he nation in so many categories 

What we find is much what we expected. The relationship 
between New Hampshire 1 s State Development Office and the New 
Hampshire business community is considerably different than it 
is in Maine. 

The primary concern of the New Hampshire Development Office 
is the well-being of businesses currently operating in their 
state. They have moved away from the high profile attraction 
programs and are taking ·special care of the businesses in their 
own backyard. 
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They religiously maintain contact with all large and small 
businesses. They listen to the needs of each individual 
business and they maintain enough flexibility to respond to 
those individual needs, whether it be obtaining an industrial 
revenue bond or perhaps a state guaranteed loan. State 
development officials are talking with business owners before 
critical situations arise, not after it is too late. 

As a result businessmen in New Hampshire are talking highly 
of the state's economic climate. There is a good feeling 
between the State's business community and the state government. 

Unfortunately, we have yet to make as firm a commitment to 
business assistance. According to the State Development Office 
they invest 20% of their funding in Business Attraction and 
only·13% in Business Assistance. Interestingly, they didn't 
say where they invest the rest. 

But the trend is taking hold. Last session we passed 
several pieces of legislation pulling State Development Office 
more heavily into business assistance efforts. Admittedly, 
they are .only beginning steps and one only now being imple-
mented. · 

As a result of last year's legislation, the State 
Development Office has established a central referral service 
for business owners seeking financial and technical assistance. 
Businesses will now have one person who can direct them as to 
where to 99 for assistance regarding loans, management, 
marketing, and other concerns. However. we must be much more 
active in publicizing the existence of this office. 

In addition a single directory has been established to 
inform all types of investors of their responsibilities 
concerning licensing and ·regulations. 

And finally, at the Legislature's urging, the Governor has 
initiated the construction of a single building in which all 
economic development agencies will be housed. It is hoped that 
by putting everything under one roof the activities of these 
organizations can be better cbordinated and more easily 
accessible to businesses needing them .. 

As I mentioned earlier, these are not considered landmark 
pieces of legislation. They are, however, the beginning of a 
positive trend. A trend to look after the affairs of our own 
backyard. 

Since the end of the session, as Chairman of the Committee 
to study the future of the Maine Shoe Industry, I have grown 
painfully aware of the time we have lost in saving this vital 
industry and ho·w our beginning sh1ps must be acceh!rat:t:!!d. I 
have seen many instances where a proper response at the proper 
time could have saved a business and the livelihood of hundreds 
of individua1s. 
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In the upcoming brief session, I expect to see legislation 
aimed at detecting and solving problems in Maine businesses 
before it is too late. 

Let me tell you some of the .pecific things that I believe 
the State and the Legislature should be working on. 

1. An Economic Development Strategy. We are proposing an 
Industrial Advisory Board consisting of state officials, and 
representatives from business, banking, insurance and labor. 
It will see to the development of a State Economic Development 
Strategy., so that all parties will agree on where the State is 
going, and it will coordinate and supervise the activities of 
the various state development agencies. 

2. A Business Advocate or Ombudsman in the Office of the 
Governor. 

3. Education, Advertising and Public Relations directed at 
improving the image of Maine's manufacturing industries within 
the State 

4. A review of Maine's Regulatory and Tax Policies. Among 
the goals will be to assure that regulations and taxes are 
considered within a broad framework, to make regulatory and tax 
tax policy accountable and to discontinue the adversarial 
nature of the state/business relationship. 

5. A refocus of the State Development Office to the 
State's existing industries . 

. An early warning system to identify troubled industries 
and companies rather than waiting for them to identify 
themselves when· it is often too late . 

. The addition of seasoned business executives to the 
Development Office staff who can go to these troubled companies 
to advise them, pinpoint those requiring financial assistance 
and actively solicit the best new ownership when that is 
indicated. 
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6. A Consortium of the State, Higher Education and Mature 
Industries 

Location at a State University or a Private College 
Funded by all three participants 
With the purposes of: 

a. Providing education and training in management 
and marketing skills. 

b. Bringing existing data on changing 
lifestyles and needs to bear on Maine•s 
manufacturing industries and developing 
products and fashions responsive to those 
changes. 

c. Sponsoring industry fairs, for example a Maine· 
Fashion Fair. 

d. Acting as a catalyst for the development of a 
Maine Fashion Mart, a centralized wholesale 
location for Maine companies involved in 
marketing fashion products. · 

7. Finally, something I feel very strongly about. I will 
be recommending in my report to the Legislature for the Shoe 
Committee that a Joint Standing Committee on the Commerce and 
Industry be formed to put a higher priority on business and 
mature Maine industries in the future. 

I believe that we have learned and are continuing to learn 
from our experiences and one thing we have learned is that 
strengthening our business assistance capabilities is more 
important than ever. However, this now means maintaining our 
existing businesses, growing our existing businesses a11d 
starting new businesses. The State can take action to foster 
these activities. And it can and must see that it is not, 
without realizing it, hampering these developments with taxes 
and regulations whose detriment to business and the business 
climate is far greater than their other values to the State. 
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Memorandum 

TO: Joseph E. Brennan, Governor 

F'ROH: Leslie E. Stevens, Director, State Development Office~ 
. . 

SUEI.JECT: Business. Development Finance 

~---~-------------~-~-------~-------~--------~-------------------~-·----~~-~-~~~ 

During the late summer and fall, the Cou~l for Community Development 
Inc., Cambridg~. Massachusetts, under contract with the State Development 
Office, examined the issue of small business'development finance in Maine. 
The issue surfaced at the Blaine House Conference on Small Business and has 
been of continuing conce~·n to the Governor's Small Business Advisory Council 
who perceive capi~al ava1lability to be a barrier to small business 
development and who perceive Maine's de.velopmer.t f ina. nee mechanisms .~s 
inadequate to the needs of sm~ll businsas. 

The Counsel for Community Development study (Daniels's study) is no~ in 
the draft final report stage. The draft final report covers the demand for 
capital by Maine small businesses, the private financial market in Maine, an 
analysis of statewide development finance mechanisms, and policy 
recommendations •. The draft final report and appendix is attached to this 
memorandum. In the interest of brevity this memorandum will focus on policy 
recommendations rather than the supporting analysis contained in the draft: 
final report. The Danielsis study policy recommend~tions have been reviewed, 
amended, and supported by a "core group" with the following members: Les 
Stevens, State Development Office; Dick Barringer, State Planning Office; Dick 
Anderson, Department of Conservation; Stu Smith, Department of Agriculture; 
Nate Bowditch, Maine Development Foundation; Peter Garsoe, Governor'o Small 
Business Advisory Council; Ron Phillips, Coastal Enterprises; and Hike Aube, 
Eastern Maine Development Corporation. 

Policv Recommenda'tions 

1~ To establish through executive order a Maine Development Board to 
coordinate statewide development policy and coordinnt~_and oversee the 
activities of the state's development fin3ncc mechanisms. 
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The Maine Development Board would be appointed ~y the 
Governor and consist of the following members: State 
Development Office, State Planning Office, Departments of 
Agriculture, Conservation, Marine Resources, 
Transportation, Labor, Business Regulation, and 
Environmen~al Protection, Maine Development Foundation, a 
representative of the private sector financial community, a 
local economic developer» and a business person. (Total 
membership 13) 

The Maine Development Board would be chaired by the 
Director of the State Development Office and would meet on 
a monthly basis to develop state~ide policy objectives on 
development issues; identify priority projects, identify 
priority regions and sectors, coordinate and oversee the 
activities of the state's development finance mechanisms; 
be a central clearinghouse for proposals; deal with crisis 
situations and opportunity management, and coordinate new 
legislative initiatives. 

The activities of the Maine Development Board would be 
supported by $75,000 in the State Development Office 
budget. This would support a $30,000 staff position and 
appropriate studies and contract work. The staff position 
would be accountable to the Maine Development Board. 

2. To establish through legislation a Maine Business Development Finance 
Authority which consolidates the activities of the MGA and the Veter1:1ns .and 
Small Business Loan Authorities. 

The Board of the Maine Business Development Finance 
Authority would be the same as MGA but with somewhat 
greater specificity in the legislation about the 
qualifications of Board members. 

The Community Industrial Building Program (CIB) should be 
·reassigned to the State Development Office and reassessed 
by the Maine Development Board. 

Veterans and Small Business Loan Authority maximum loan 
amounts should be raised from $30,000 to $100,000. 

Staff of the Maine Business Development Finance Authority 
(MGA and SBLA/VSBLA) should be increased and removed from 
state civil service requirements. 

The Maine Business Development Finance Authority should 
develop more rigorous ap~lication screening and active 
portfolio monitoring procedures. 

The Maine Business Development Finance Authority should 
embark on an aggressiye public relations campaign to 
increase its visibility and improve its reputation. 

·-----........ ---------·----
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The Maine Business Development Finance Authority's credit 
insurance·and guarantee program should be revised to 
increase their market sensitivity and conserve scarce state 
dollars. Existing private market. mechAnisms should be used 
on larger projects; a fully capitalized insurance fund 
could be used for projects with a medium level of risk; and 
the smallest loans should have access to guarantee funds. 

A secondary market for the guaranteed portions of the 
SBLA/VSBLA loans should be pursued. Loans could be 
packaged and sold to the Maine State Retirement Fund. This 
would enhance bank liquidity and encourage Maine banks to 
maintain or expand Authority - guaranteed loans during 
periods of low liquidity. 

A one time ~ppropriation of *50,000 should be passed to 
increase the Authority's staff. 

3. To establish through legislation a Maine NatuTal Resource Finance and 
Marketing Authority. 

4. To establish through legislation a Development Opportunity Fund. (DOF) 

The DOF would be capitalized with $750,000 of Community 
Development Block Grant funds and a legislative 
appropriation of $1,000,000. 

The DOF ~ould be administered by the State Planning Office. 

DOF grants would be between $50,000 and $250,000 and be 
• awarded to municipalities or non profit organizations. Non 

profit applications require municipal support. 

DOF grants may be used as loans to business and industry 
for site acquisition, construction, equipment purchase, and 
working capital; DOF grants may be used as loans for 
construction, conversion, or rehabilitation of buildings 
which promote economic revitalization of communities; and 
DOF grants may be used for infrastructure, land, and 
buildings necessary to support business expansion, 
location, and retention. 

Applications for DOF funds would be matched with a private 
sector commitment at least equal to the amount of DOF funds. 

A set aside of $175 1 000 of total DOF funds is proposed to 
finance extraordinary planning and financial packaging 
(P and FP) costs required by complex development projects. 
These P and FP funds would be project specific, limited to 
$20,000, and require a 50% match. 
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After recommendations have been made by DOF staff, DOF 
funding decisions will be made by a 7 member selection 
committee with private sector representation; P and FP 
funding decisions will be made by the Director of the State 
Planning Office~ 

Regular DOF applications and P and .FP applications will be 
submitted quarterly to the State Planning Office. 

o Loans supported by DOF funds will be repaid to the fund for 
future u$e in DOF projects. 

DOF staff will consist of a financial analyst, field 
representative, and secretary; total administration cost is 
$117,000. 

5. To have the Maine Development Board address the risk capital needs of the 
State of Maine and prepare recommendations in that regard for the Governor's 
consideration by the close of calendar year 1983. 

•. 

The recommendations would include the feasibility and 
mechanics of establishing an Innovation Development 
Corporation to provide seed and start-up capital for new 
product development and new enterprise development in Maint 
for the purpose of creating jobs and diversifying the 
state's economy. 

The recommendations would include the feasibility and 
mechanics of establishing a reactivated Maine Business 
Development Corporation as a risk-pooling mechanism to 

• increase the supply of flexible, longer-term debt to 
higher-risk small business. 

The recommendations would include improvements to the Maine 
Capital Corporation so that it might better serve the 
public interest. 

6.· To provide the Maine Development Board with the legislative authority to 
establish performance standards and monitor the performance of Maine's 
business development finance institutions, including the Maine Business 
Development Finance Authority, Natural Resource Finance and Marketing 
Authority, Maine Development Opportunity Fund, Maine Capital Corporation, and 
any other business development finance mechanism that may be subsequently 
eatablishedo 

7. To have the Maine Development Board initiate a dialogue between the 
banking community and the small business community for the purpose of 
developing mechanismR to provide the private financial market with incentives 
to increase small business lending. 



Excerpt from 

ECONOMIC CHANGE, REDUNDANCY, AND WORKER REEMPLOYMENT 

Marc Bendick, Jr. The Urban Institute Nov. 1984 

4 Effective Se~vices fo~ the Dislocated 

The MCS exemplifies not only a st~ategy of ta~geting which 
matches the nature of the dislocation problem; it also illus­
trates the forms of assistance which, in the American expe~ience, 
have typically p~oved the most useful to supply. 

In discussing what forms of se~vices dislocated workers 
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f~ustrate and anqe~ service ~ecipients and to waste substantial 
resources. A better approach generally involves a serious 
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19For a discussion 
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see Bendick (1984bl. 

how assessment and 
Swedish employment 

case managemPnt is 
and t~aining system, 

21Midcareer ret~aininq to update wo~ke~s' skills i.s an important 
activity i.n modern industrial economies--and one whose scope 
needs to be expanded in the American system. However~ that 
training does (ancJ shouldl largely occur in an incremental 
-fashion among the currently-employed, ~ather than as a -fLJll-time 
e-ffort among the unemployed. That 1s, the ~e~mployment problems 
of the dislocated and the modernization needs of the qene~al 
w6~k force should be considered largely separate Issues. For 
a discussion Df why this should be so~ see Bendick (1985al 
an~ Bendick and Eqan (1982l. 
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There are several interrelated reasons behind thjs out­
come. On the one hand, d~ pointed out earlier in this paper. 
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One veh1cle fo~ asssisting this process is that of job 
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22See Carnevale and Goldstein (1983l. This willingness extends 
only to workers who a~e training-ready~ however. In the American 
experience~ many--ce~tainly more than one-third--of displaced 
worke~s who become entangled in long-term unemployment exhibit 
symptoms of functional illiteracy--inability to read. compute~ 

write~ and comp~ehend at a level sufficient to ba~ticipate 
efficiently in specific skill jnstruction. Remedial adult 
basic education thus is an i.mpn~tant route to ~employment 
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to practice job-~ee~inq skills. The operating 
club typically includes the following elements:23 

--A membership of no more than 25. 

mode of a job 

--Regular meetings for substantial 
half a day three times a week). 

amounts of time (e.g.~ 

--Explicit training in specific job search and self-presen­
tation skills. Participants write resumes, which are 
professionally critiqued; work histories are restated 
to emphasize transferable skills; practice interviews 
are conducted; training sessions are provided on such 
topics os ~here to find vacancies not listed in news­
papers. 

--Provision ot job search materials an~ facilities (ne~s­
papers, industrial directories, telephone banks) for 

-job se~rching during meetings. 

--An atmosphere of peer pressure and support ior 
tained level of job search effort. 

5 Conclusions 

a sus-

Such modest, low-key, incrementally-oriented efforts aimed 
at a relatively small population in need are a far cry from 
what is implied by the dramatic rhetoric of cataclysmic change 
often associated with the dislocated worker issue. Yet both 
research findings and the eNperience of American assistance 
programs suggest that they are on target. Neither in Australia 
nor in the Un1ted States is the state of prosperity and employ­
ment opportunity· what they have been in happier periods in 
the past. But an increased magnitude of structural dislocatibn 
is not the major C3use of these new difficulties; and new 
initiatives to address the dislocation issue should be only 
one limited and carefully targeted element of public policies 
to meet these important challenges. 

--------------------
23See Bendick (1985b). 
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