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Dear Mr. Wine: == ‘*\:\‘.Tr

\

We are pleased to submit this report in response to your
request for an evaluation of the current and proposed new programs
oF the Texas Industrial Commission.

Economic growth is vital to the welfare of the people of
Texas and the TIC has an important part to play in encouraging this
growth. Accordingly, the Commission's role has been and will con-
tinue to be an important subject of public policy. We hope this

report will be ‘useful in the ongoing process of defining and imple-
menting an effective mission for the agency.

Oon behalf of our staff, let me express our appreciation
for the courtesy and cooperation which we received from Mr. Harwell
and his associates, as well as from members of the Commission.

We appreciate this opportunity to be of service to you.
Sincerely,
=

James W. McGrew
Executive Director
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INTRODUCTION

The Texas Industrial Commission was established by the Legislature in
1920 as a mechanism for settling labor disputes - a function which it
has r perf . ITn 1957, the Commission was given the "addition-

es" of planning, organi21ng and operating a program for attract-
ing and locating new industries in the State of Texas.

In 1959 the Legislature elaborated on the manner in which the Industri-
al Commission's new duties were to be performed and enlarged its respon-
sibilities to include "protecting the legitimate interest and welfare

of Texas business, industry, agriculture and commerce," and aiding vari-
ous communities "in getting business to locate therein."3

Since the League's last study for TIC in 1968, the State's leaders have
begun to focus on Texas' overall long-range goals, as reflected in a
speech to the Texas Municipal League by Governor Preston Smith on Octo-
ber 4, 1971. He said in part:

We seek to preserve the quality of the enpironment,
improve individual opportunities, enhance communilty
development, and strengthen local government. [We
have] stressed . . . the need for balanced urban de-
velopment . . . . [We believe] that incentives must

be established for business and industry to locate
in areas where they are needed, and not in areas
where they would contribute to unwanted congestion
and the demands on the environment.

This statement tends to put industrial development into a broad context
of public policy - one in which the State would undertake to exercise a
role in influencing the nature and location of private investments.
Such a goal can only be effectively implemented by legislative action,

and the nature of the action required has not zet been seriously dis-
cussed in Texas.

If such a goal should become public policy in Texas, then the function

of the TIC would be to enhance the competitive position of Texas rela-
ive to other states while working within this broader context. 7This

18 poL g the function of TIC, and this report, therefore, concentrates

on the effective dispateh of those functions elearly assigned to the Com-

miSsion.

]

VACS, Art. 5190.
2

VACS, Art. 5190-1/2.
3

VACS, Art. 6l44e.
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A RECORD OF PROGRESS THROUGH COOPERATION

The Texas Industrial Commission was originally given responsibility for
promoting the industrial development of the State by legislation passed
in 1957, but it was forced to operate with private funds for the suc-
ceeding two years until state appropriations were made in 1959, After
these state funds became available, the Commission asked the Texas Re-
search League to outline "the most efficient and effective method of
operating the Industrial Commission."

THE ORGANIZATION OF
INDUSTRIAL DEVELOPMENT IN TEXAS

There are two groups of activities in competitive industrial development.
The most common is simply identifying and contacting firms who have made
it known that they are considering locating in Texas. The competitive
developer needs to "get the word" as early as possible from the target
company; he needs the capability of packaging necessary information in
its most usable and convenient form. National advertising of Texas' at-
tractions provides enough information about Texas so as to encourage com-
panies from out of the State to give timely signals of their interest in
new locations. These activities are essentially reactions to signals
from target companies; the initiative is predominately with the company
rather than with the developer.

A second group of activities is designed to place the initiative with the
competitive developer. Analysis of markets, input-output analyses and
similar "library" work should give the developer industry prospects even
though few firms in the target' industry may have considered moving to
Texas. The initiative lies with the competitive developer whose factual
presentation convinces investors that the firm would be more profitable
in Texas than elsewhere.

The first group of activities is substantially carried out in Texas by
private businesses and community organizations. These have generally
encouraged the State to undertake a significant portion of the nation-
al advertising activity. The second group of activities is more readily
accomplished by public agencies, partly because the "payoff" is a bit
more remote and not necessarily rewarding for a limited geographic area.
Greatest effectiveness is dependent on a wholesome respect and frequent
interaction. between the individuals engaged in the two groups of activi-
ties.

First League Study. After its first extensive study, the League recom-

mended that "the Texas Industrial Commission concentrate on: (1) com-
plementing and coordinating existing industrial development programs of
private businesses and local communities; and (2) on providing an infor-
mation center through which a state advertising program can be carried




on and from which factual data pertinent to all phases of industrial
development may be obtained.™

In the course of its study, the League found that Texas had one of the
largest private and local industrial development efforts in the Nation
with expenditures totaling S;gﬁgié%ggguggzizggg at that time. Duplica-
tion of this wvast network by the would have served only to compli-
cate industrial development in the State and would have needlessly cost
millions of tax dollars.

The Private and Local Effort. Industrial development is still primarily
a function of private business and local community organizations in Texas.
The vast geographical size of the State and the diversity of its economic
and social resources historically have made impractical the organization
of highly centralized industrial development programs like those carried
on by many smaller and more homogeneous states. As a result, industrial
development in Texas has been built around a complex but cooperative
partnership of business, community organizations and the State.

The development programs of major Texas utility companies form the foun-
dation of the private and local effort in the State. A number of major

utilities have had an area development department for many years. Others
more recently have organized similar departments. Through advertising

programs, personal contacts, tips from their local managers and other
sources including TIC, these departments attempt to identify companies
which can be attracted to Texas. Several departments have a group of
field consultants who travel throughout the United States following up
contacts with candidate companies and establishing new contacts to gen-
erate additional interest in Texas. Through correspondence and personal
interviews with company officers and executives, the consultants attempt
to develop a sound understanding of company plans and problems and to
present the most relevant and useful information about Texas to these of-
ficials.

Some utilities have an economics research division within their area de-
velopment department to perform analyses aimed at indicating location
potential in the company's service area and to maintain the most up-to-

date economic and social data on the communities which the company serves.

With local managers scattered throughout their region, the utilities are
able to keep abreast of current governmental and business developments
which have a bearing on the location potential of area communities. These
managers, also, provide some of the local leadership essential to the at-
traction of industry. Several utilities also conduct training programs
intended to prepare local leaders for the day when a candidate company may
visit their community to find out firsthand what it offers.

Texas railroads, banks, chambers of commerce, industrial foundations and
other local groups also are active industrial developers. Many advertise,
compile economic and social data on their communities, make calls on (and
prepare analyses for) candidate companies, and participate in local in-
dustrial training programs. Some, admittedly, are more active than others
cmall town banks and chambers of commerce do not have the capabilities of

those in the State's major cities. Railroads are more interested in com-
munities where they have track. Yet, much of rural and small town Texas




is served by utilities whose headquarters are in large cities but whose
service areas include hundreds of square miles and cover a more nonurban
than urban territory.

The proven results of the professional private-local network of industri-
al development in Texas was the basis on which the League recommended in
1962 that the Texas Industrial Commission should have as its primary mis-
sion a program designed to gupport and complement this effort. The prin-
cipal means for carrying out this mission were to be national advertising
aimed at "image building" for the whole State and a research and informa-
tj i to provide profe351onal industrial developers with hard facts
and data useful to them in the location of new and expanding companies in
Texas. To underscore the cooperative relationship between the Commission
and private and local developers required for success in this mission,

the 1962 League report stated: "In organizing a program along these lines,

the Commission and its staff should xely heavily on the guidance of pro-
fessional industrial development leaders."

Second League Study. The Commission took up its recommended mission and
carried it out successfully during the following years. The League's

reevaluation study of the Commission in 1968.concluded: "The record of
the past six vears is . an excellent one." A number of recommendations

for shifting the Commission's program emphasis were made in the League's
1968 report. These included:

* the community training program should be reduced
by half;

* the major shift in emphasis should be toward de-
velopment of more factual information of practi-
cal use to private and community industrial de-
velopment practitioners;

* the TIC should undertake a continuing review of
devices used by other states to attract industry
so that private and public development agencies
in Texas can move promptly to meet the competi-
tion; and

* industry feasibility studies should be encouraged
by “TIC ¢

The 1968 League study, also, strongly repeated the injunction from the
1962 report to the Commission that it must remaip free from partisan go—
litical _agffajrs in order to be effective in the industrial developmen

of the State. According to the TIC Executive Director, the TIC staff

has used the suggestions in the previous League reports as operational
guidelines on the instructions of the Commission.

TIC ENTERS ITS
SECOND DECADE

When the League's first TIC study was made, the total budget for the
agency was $100,000, and that study made it clear that this was an

G




inadeguate sum. By 1968, when the reevaluation study was made, the TIC
budget had increased to just under $310,000. The appropriation for 1972
anticipates the expenditure of more than $900,000 in state funds - plus
the possibility of some $200,000 in federal planning money.

The components of the state funds appropriated in these three years are
as follows:

1962 1968 1972
Operating Budget
(mainly salaries) S 44,220 $143,916 $326,393
Advertising Program 55,780 147,500 232,000
Special Programs (planning,
trade missions, task forces, F
etc.) - 18,000 ¥ 358,000
Total Appropriation, State Funds $100,000 $309,416 $916,393

Tt will be noted that the single most important factor in the 1968-1972
expansion has been the growth of gpecial. programs, and the examination

.

of these programs constitutes the major thrugt of this report.

In the administratiggmbndggj, a substantial part of the increased cost
is attributable to (1) general improvement in the state salary schedule
and (2) staff expansion. The 1968 staff consisted of_§iz_professional
positions, including three executives. The 1972 budget calls for 11
professional positions including four new executives added during 1971
at an annual cost of $62,000. It can be anticipated that at least part
of the Special Programs budget will be used to employ additional person=
nel. This rapid growth has been accompanied by the organization of four
new divisions in addition to the International Trade Division discussed
in the following chapter.

The Divimwuhﬂm.h&dmm consists of the director
and one secretary responsible for administering: (1) A national adver=
tising program and direct mail campaign conducted by a professional ad-
vertising firm under contract at a cost of over $160,000; and (2) A
$20,000 per year contract with a private firm for news and information
services. This Division also prepares COpPY for the Commission's bimonth

ly newsletter and other agency news publications.

The Community Development Division includes a director and three profes:
sional staff members, plus secretaries. This division has continued to
carry on the community training programs established by the Commission.
in the early 1960s. Until recently the Community Development staff als
assisted the Prospect Development Director. Each member of the staff

was assigned candidate companies with which to maintain liaison and for
which to provide various kinds of requested information and services. |

This staff, in addition, spent substantial time during the past year p
paring for inauguration of the Commission's computer service program.




Staff members traveled 22,00 i during the Spring of 1971 visiting
every community participating in this program.

The Prospect Development Division and the Research Division are single-
executive offices. The Director of Prospect Development is responsible
for INSTA-SITE and other informational services to candidate companies
and for liaison with professional developers. The Research Director is
in charge of the agency's research efforts.

INSTA-SITE

In the Commission's 1970-1971 budget submission, funds were requested

for "development of a Texas Computer Service for Industrial Development."
The basic objectives of this program were: (1) to describe Texas commu-
nities to industries interested in locating in Texas and (2) to provide
Texas communities with a comparison among themselves in terms of their
attractiveness as industrial locations. One of the Commission's princi-
pal stated aims in attempting to develop this computer service was to be
able to provide "a completely objective and instant evaluation of quali-
fied communities for faster referral to allies [private developers] and l\'
communities" when,K the requirements of a candidate company had been speci
fied.

In June 1971, the Texas computer service (INSTA-SITE) became operational
after 28 months of preparation. Collection of the more than 7.5 million |
total community characteristics on the 385 cities and towns covered by
the program,!l together with design and testing of the computer system,
is estimated to have cost around $60,000 in state funds, plus a consid-
erable portion of the time of six professionals on the Commission staff.
The time and expense of local volunteers who collected and submitted data
for their communities cannot be calculated.-tdml~wwt‘§!.,thm

T

The INSTA-SITE data is divided into 26 categories containing a total of
almost 1,500 information items for each community. Much of this infor-
mation changes slowly and is available from central sources, such as the
Bureau of the Census. Other information, however, is subject to rapid
obsolescence and must be continually updated at the local level to be
useful to a candidate company. Industrial site and building data have
the shortest useful life-span, particularly in the case of medium-sized
and larger cities. Information submitted by local volunteers was placed
in the program essentially without the application of.objective tests

4 for validity - a fact which further reduces the reliability of the INSTA-
SITE data base. The volume of local data and the Commission's dependence
on volunteers for collection has made validity testing a practical impos-

. sibility. <TWE- moybe

TIC recently has completed the production of Community Analysis Profiles
which compare each community participating in the program with all other

i

Among larger communities currently not included in the program are:
Baytown, Duncanville, Grand Prairie, Irving, Plano and Sherman. Attempts
are continuing to include every city with at least 5,000 population.




INSTA-SITE communities in two comparable population size ranges on the
basis of 189 characteristics. These profiles were distributed to each
affected city or town along with an offer of a visit by a staff member
to interpret the comparison. From the profile a community is supposed
to be able to determine what it must do to become more attractive for

industrial location.

CONCLUSIONS AND
RECOMMENDATIONS

Texas has established an excellent record of leadership among the states
in the field of industrial expansion. That record has been compiled in
an era characterized by an effective partnership between the Industrial
Commission and the professional industrial developers of the State.

Development of the computerized information service - INSTA-SITE - has
been the major program activity of the Texas Industrial Commission since
the League's most recent study for the Commission in 1968. As a compre-
hensive inventory of community characteristics, INSTA-SITE currently has
three basic limitations: (1) its goverage of Texas communities is still
incomplete; (2) some of the data which it contains is subject to rapid
obsolescence; and (3) some of the data submitted by local officials has
not been externally verified, Correction of these limitations and main-
tenance of a comprehensive current inventory would be quite expensive.
If it were undertaken by the Commission through its own staff, it would
divert a substantial portion of the agency's resources away from other
primary functions. (Some basic policy questions about the Commission's
role in economic planning for the State are discussed in the final sec-
tion of this report.)

The Texas Industrial Commission should continue to emphasize the coop- &
erative approach with private industrial developers which has contributed

to the State's successful record of industrial expansion. Further in-
vestment in the INSTA-SITE project should be_égjggzgd until its potentid
use has been clarified in terms of the Commisston's planning function.
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PROMOTION OF INTERNATIONAL TRADE

Texas ranked seventh among the top ten states in the dollar volume of
manufactured Joods exported to foreign markets during most of the 1960s.
Its exports grew by 89 percent between 1960 and 1969, increasing from
$779 million to $1.468 billion. During the same period, the State's
reliance on petroleum products in the export economy dropped from more
than 20 percent of the total to less than 13 percent.

Table 1
TEXAS EXPORTS OF MANUFACTURED PRODUCTS

1960 AND 1969
(dollars in millions)

1960 1969

Manufacturing Sector $ % S %
Chemical Products $234.3 30.1% 5 432.3 29.4%
Nonelectrical Machinery 11952 14.2 217 .4 14.8
Petroleum Products 157.3 20.2 185.3 12.6
Food Products 125.5 1.1 146.2 10.0
Transportation Equipment 19,7 2.5 1386 9.4
Electrical Machinery in "all others" 1053 T2
Primary Metal Products 69,2 8.9 96.8 6.6
Fabricated Metal Products in "all others" 43.6 3.0
All Others 62.4 8.0 102.3 7.0

TOTAL $778.6 100.0% $1,467.8 100.0%

SOURCE: Exports from Texas, 1969, U. S. Department of Commerce, Bu-
reau of International Commerce.

As the table shows, chemical products (derived primarily from petroleum)
retained their place as the most important Texas export in 1969. Growth
in other products, particularly transportation equipment and machinery,
exceeded the relatively slower increases in oil and food products.

These shifts have produced a stronger, more diversified export economy
for the State.

TEXAS' EXPORT
ECONOMY COMPARED

Texas produces more manufactured goods for sales in foreign markets, in
terms of the size of its manufacturing economy, than any other of the
top ten exporting states except Washington.




Table 2

MANUFACTURING EXPORTS AND VALUE-ADDED
FOR SELECTED STATES, 19661

Value-Added? Exports Ratio of Exports to

State ———-(in millions) ——--- Value-Added
*New York S 24,588 $ 1,838 7«5
*California 214331 1,786 8.4
*0Ohio 20,132 1,670 83
*T1linois 19,855 1,869 9.4
*Pennsylvania 18,752 1,542 8.2
*Michigan 17,629 1,568 8.9
*New Jersey 12,246 980 8.0
*Indiana 10,117 661 6.5
*TEXAS 9,725 1,100 11:3
Massachusetts 8,378 600 7.2
Wisconsin 6,832 620 9.1
Connecticut 6,185 489 7is'D
North Carolina 6,133 560 9.1
Missouri 5,808 369 6.4

TOTAL $187,711 $15,652
U. S. Total $250,880 $21,299
*Washington S 3,289 S 602 18.3
*Top ten exporting states in 1969.

4

Latest data available for value-added.
2

"value-added" means the increase in value of a product
attributed to the manufacturing process.

SOURCE: Annual Survey of Manufacturers, 1966, U. S. Department
of Commerce, Bureau of the Census; and Survey of the
Origin of Exports by Manufacturing Establishments, 1969.

As Table 2 shows, Texas had a ratio of exports to value-added equal to
11.3 percent compared with 18.3 percent for the State of Washington, but
the latter represents a special case. Transportation equipment alone
(aircraft, primarily) accounts for almost 60 percent of Washington's
exports, with forest products contributing another 20 percent. Togeth-
er, these two items make up more than 50 percent of the value-added by
manufacturing in that state - indicating the narrow economic base on
which it must rely.

of the 50 states, only ten have a ratio of exports to value-added by
manufacturing of at least ten percent - including Texas and Washington.




None of the other nine in this group have an economy even half as large
as that of Texas.

Among all states with economies exceeding $5 billion a year in value-
added (together accounting for 75 percent of all value-added by manu-
facturing in the United States), Texas ranks first in the extent to
which its manufacturing production is sold in foreign markets.

THE COMMISSION'S
FUTURE PROGRAM

International trade by Texas' business not only has been successful but
also constitutes a strong and important feature of the State's economy .
The Texas Industrial Commission has played a part in this success.

In 1966 an Assistant Director, Export Development, was added to the TIC
staff. The Commission conducted a trade mission to Australia and New
Zealand in 1967, and operated an International Trade Center at HemisFair
in 1968. In 1970 an International Trade Division was created in the
agency by addition of one staff position to work with the Assistant Di-
rector, Export Development, and another trade mission was conducted,
this time to Mexico.

In its 1972-1973 biennium budget request, the Commission asked for a
total of $85,000 each year in order for Texas "to exert itself even

more in the field of Export Development." The request recommended that
"an overseas office in Mexico City . . . be established in '72 and that
in 1974 two additional foreign offices be established." It further rec-—

ommended "that the State conduct two foreign trade missions a year."

The 62nd Legislature appropriated $300,000 for the biennium, and the

Governor's veto of all 1973 state appropriations left $150,000 avail-
able for an international trade program in the 1972 fiscal year.

Foreign Trade Offices. The Mexico City .office was opened officially on
October 1, 1971. The budget request estimated the annual operating costs

of the office at $60,000, but the request contained no d ntati of
Leed, for the office and provided EgHE5Elﬂnaiiaa_aimiﬁé:zﬁgggiaﬁa'zgnﬁe
performed or the policies and procedures to be followed. On inquiry,

the League staff was told that no written plan of operation for the of-
fice had yet been prepared.

In July, the League staff undertook a mail survey of TIC's counterpart
agencies in the other nine of the top ten exporting states to review
their experience with foreign offices. The TRL letter asked a number
of questions about the organization, operation and financing of these

offices. (A copy of the letter is included as Appendix A.)

Of the nine states, all but New York responded to the survey. _Only
Illinojs reported that it currently operates a foreign office. "Cali-
fornia and Ohio opened offices during the latter half of the 1960s, W

but both states had closed them by the end of 1970.

Illinois opened an office in Brussels, Belgium, in January 1968 with two
executive personnel, now increased to four, plus a secretary for each.
——
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The annual cost of operation is financed from state funds, and is re-
ported to vary between $100,000 and $150,000, excluding "the budget al-
located to the Illinois-based staff that serves as a back-up to the for-
eign operation." Illinois' U. S.-based international trade staff i g
cluded 20 professional positions in addition to secretarial assistance.

The four primary objectives of the Brussels office are: "(a) promote
the sale of Tllinois manufactured and agricultural products in Europe;
(b) encourage European investment in Illinois; (c¢) stimulate the use
of Illinois seaports and seaport facilities; and (d) attract European
tourists to Tllinois." The office pursues these objectives through
personal contact, direct mail campaigns, advertising and public rela-
tions activities, participation in industrial development seminars and
conferences and other promotional efforts. In addition, the office re-
views European markets for trade leads and potential port users and as-
sists Illinois manufacturers generally in identifying and reaching Eu-

ropean markets for their products. "In effect, this organization has
become a.g@;ggggn_ghgmberwoiwg@mmencewﬁer%liliag$s, and assists firms

by guiding them through the initial stages of marketing their products
in Europe."

Apparently, no definite method for evaluating the effectiveness of the
Brussels office has been established. While specific trade shows have
resulted in substantial projected sales and a large plant has been lo-
cated in Illinois by a Brussels firm, the role of the Brussels office
"as a catalyst [in international trade makes] numerical evaluation ex-
tremely difficult."l

According to an article by Professor James D. Goodnow of the University
of Michigan, appearing in Michigan Business Review?, five states - Alas-
ka, Illinois, Ohio, New York and Virginia - were operating foreign of-
fices in 1969. Goodnow found that full-time offices in Europe cost be-
tween $50,000 and $115,000 annually; Tokyo offices, between $20,000 and
$80,000; and Latin American offices, about $30,000. The TRL survey foun
that Ohio spent a total of $90,000 for its offices in Brussels, Tokyo an
Caracas during their final year of operation in 1970.

In reply to the TRL survey, the Director of the Michigan Office of Eco-
nomic Expansion wrote:

Michigan has carefully considered the idea of for-
eign offices on several occasions in the past eight
years. We have never recommended such offices for
legislative support for the following reasons:

1
This description is based on a letter from Thomas F. Slattery,
Manager, International Marketing, Department of Business and Economic
Development, State of Illinois, August 19, 1971.
2
James D. Goodnow, "American Overseas Business Promotion Offices,”
Michigan Business Review, January 1970, pp. 6-11.
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(1) The federal government has more than |/
100 gffices, many with commercial at-
taches, in every major country.

(2) The back-up stgff in the U. S. required
to justify a branch office in another
country would be larger than our Inter-
national Trade Division staff.

(8) States that establish foreign offices
consistently-eliminate them after a

few years in most cases.

This is mot to say that success cannot be achieved
and a return on the investment obtained, because
in several cases good results have been forthcom-
ing. However, we feel that several other areas of
international trade development activity have bet-
ter potential returns because they work through
the established American foreign offices rather
than duplicating their services or competing with
them.

In summary we try to look at it from the customer's
point of view, and in any foreign capital foreign
businessmen prefer to deal with one American of- j*
fice than with 10 or 20 state offices.l

Michigan exports increased more than those of any other state in the
past decade, from an estimated $936 million to just over $2.6 billion.
Probably 50 percent of this increase is attributable to transportation
equipment - principally motor vehicles. The other 50 percent, however,
over $800 million, exceeded Texas' total export gain for the same pe-
riod.

Trade Missions. Trade missions are often utilized in an attempt to
reach rforeign markets. With the $90,000 remaining in the 1972 appro-
priation to the Commission (after allowance of $60,000 for the Mexico
City office) the agency apparently will be able to consider at least
two trade missions during the fiscal year, since only $25,000 was re-
quested for this purpose.

To review the trade mission activities of the Commission, the League
staff sought an evaluation of the 1970 trip to Mexico from partici-
pants whose names were furnished by the TIC staff. However, less than
half of the participants could be identified by the type of business
they represented.

1

Letter from Mr. B. M. Conboy, Director, Office of Economic Ex-
pansion, Department of Commerce, State of Michigan, July 12, 1971.
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Figure A

PARTICIPANTS IN THE
1970 TIC TRADE MISSION TO MEXICO

Type of Business¥* Number of Participants

Business Association 2
Financial Institution 2
Architectural Firm :
Transportation Company i
Retailer 1
Manufacturer 5
Unidentified 14

TOTAL 26
*Source: TIC staff and Directory of Texas Manufacturers.

Fifteen of the 26 participants completed and returned the questionnaire
mailed to them by the League staff. The questionnaire was aimed princi-
pally at determining whether and to what extent new exports to Mexico
resulted from the trade mission, although other information was also re-
quested. (A copy of the questionnaire is included as Appendix B.) Fig-
ure B shows the export results reported by participants who responded.

Figure B

EXPORT RESULTS OF MEXICO TRADE MISSION

Number of Estimated First 12 Months
Type of Business Responses Exports on Closed Sales
Business Association 1| not applicable
Bank 1 not applicable
Transportation Company 1 not applicable
Retailer 1 $ 0
Wholesaler 3 0

=
o

Professional Services

Manufacturer . 30,0001
15 $30,000
1

One of the seven manufacturers indicated he expected to
close sales soon, estimated at §250,000 for the first 12 months.
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Manufacturers responding to the questionnaire ranged in size from under
10 to more than 500 employees.. Three of the seven had previously en-
gaged in exporting, two to Mexico. On the question of participation in
a future TIC trade mission to another country, three respondents said
they would go; two would not (one because only Mexico is in its market
area); and two were not certain.

Figure C

PAST EXPORT EXPERIENCE AND FUTURE
INTEREST OF MANUFACTURERS

Size by Number Number Previous Export Participate in Future
of Employees of Mfgs. Experience TIC Trade Mission
Yes No Yes No Maybe
Under 20 2 2 2
20 - 99 3 2 1 (j)
|
100 or more 2 il 1 (éj
TOTALS 7 3 4 3 2 2
RELATED

PROMOTIONAL EFFORTS

Programs of Selected Texas Chambers of Commerce. For several years cham-
bers of commerce in Texas have conducted trade missions to various parts
of the world. A survey by the League staff of chambers of commerce lo-
cated in Dallas, Fort Worth, Houston and San Antonio and the four regional

chambers found that they have conducted seven.missions during the past
ars. The East Texas Chamber of Commerce has conducted a mission.

annually for the past 18 years. At least five missions are being orga-
nized by four of the eight major chambers to be staged within approximate-
ly the next twelve months - to Australia, Mexico (2), Japan and Western
Europe. In interviews with the League staff, Commission personnel indi-
cated that they had no knowledge of these planned missions.

In addition to active trade mission programs, some of the chambers have
organized international trade departments which maintain libraries; spon-
sor conferences, seminars and workshops; answer inquiries; and perform
numerous services for the business community in support of international
trade promotion. Three of the four major city chambers have a combined
budget of more than $75,000 for these departments. The volunteer work

of chamber world trade committees contributes further to development of
international business in their areas.

United States Department of Commerce Programs. Many trade missions con-

ducted by the larger chambers of commerce in Texas are sponsored by the
U. S. Department of Commerce under the Industry-Organized, Government-
Approved GA) trade mission program. The IOGA program makes both the
U. S. and foreign office staffs of the Department of Commerce available
for planning and conducting trade missions. IOGA missions are scheduled
jointly by the local organizer and the Department of Commerce to meet
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the requirements of participants and the availability of Commerce person-
nel at home and abroad. Commerce coordination enables IOGA participants
to organize missions which:

* make full use of Commerce market research capability
and have the U. S. Government as official mission
host with embassy or consulate personnel actively
participating as mission personnel and making all
arrangements for facilities and appointments;

* attract a group of the most.interested potential
buyers, distributors, dealers and other foreign

businessmen with American foreign office personnel
available to help solve legal, financial and other
problems which arise during negotiations; and

* @avoid conflicts with other trade missions to the
same country or city or in the same lines of busi-
ness.

In addition to trade mission programs, the Department of Commerce SPONSOrs
trade fairs, operates permanent trade centers and participates in joint
export associations. Using its U. S. and foreign offices, the Department
of Commerce provides the_;gggﬁgaﬁﬁéﬁglg_gggggg_of international business
information in the Nation. The Department continuously compiles and pub-
lishes market studies, directories and other documents of general use to
international traders and undertakes special types of studies for indi-
vidual businesses on a fee basis. Through its 42 field offices, two of
which are located in Texas (Dallas and Houston), the Department of Com-
merce promotes internationl business through an education program aimed
at increasing participation in world trade and provides specific informa-

tion on markets, procedures and requirements for doing business around
the world.

CONCLUSIONS AND
RECOMMENDATIONS

Texas today has a diversified and growing export economy. Texas industry
is strongly oriented toward world trade and has placed the State high
among the leaders in international business.

The international trade program of the Texas Industrial Commission, be-
gun only five years ago, has played %_ggg%kJﬁy;;JJijﬁﬂs' international
trade success. State appropriations of $150,000 for the program in fis-
cal year 1972 probably exceed the amount which the Commission can effec-

tively utilize. In fact, it appears that the Commission did not envision
and has not planned a program of this magnitude.

The Commission requested and received funds to open an office in Mexico
City in what may be viewed as an experimental venture. The record of
such ventures by other leading export states is mixed at best, and the
leader among top exporting states during the 1960s has never found such
offices necessary. The proposed expenditure for the Mexico City office
is significantly larger than those reported by other states for Latin
American offices in a recent survey. x




It is imperative that the Commission carefully evaluate the performance
of the Mexico City office before launching an expansion into other coun-
tries. The preparation of speeific, written objectives for the office
and precise, stated methods for measuring.its—accomplishments_will be
essential to such an evaluation. A plan of operation for the office
should be prepared as quickly as possible. Unless a critical and ob-
Jjeetive evaluation of the office'’s performance proves that the benefits
it produces outweigh the costs of its operation, it should be closed.

The trade mission programs of Texas chambers of commerce suggest a spe-
cialized role for the Commission in this field. By seeking information
on future missions planned by chambers of commerce the Commission can
avoid confliets and duplication. Statewide missions organized hy. TIC
ghould be planned with the active cooperation and support of regional or
magor city chambers of commerce.

In planning future missions the Commission should speeifically consider
using the Department of Commerce's LQGA mission program. As a matter of
Commission policy, trade missions should be organized to permit signifi-
ecant penetration of specific, carefully researched markets on a tightly
and effieciently arranged schedule. Every mission should be followed by
an evaluation to assist the Commission in determining its effectiveness,
and to increase the prospects of future success if their value can be
demonstrated.

With both the U. S. Department of Commerce and various Texas chambers of
commerce actively involved in promoting international trade and providing
services to business in the State, the Commission's international trade
program can best be focused on fostering and supporting activities under-
taken by business and business groups.

The Commission.should place emphasis on:
°
* ecolleecting, maintaining and disseminating the most
up-to-date informatiop on foreign markets for Texas
industrial products;

* developing and disseminating a storehouse of knowl-
edge on the requirements, procedures and sources of
assistance for engaging in_ interngtional businesss

* publishing information periodically on new develop-
ments.affecting international business and on achieve-
ments of Texas business in international trade; and

. . .. , . .
gospons and participating in conferences, semi-
nars, workshops and similar events organized by busi-
ness groups, chambers of commerce and others to in-

creqse Texas' international business.
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FINANCING AND PLANNING INDUSTRIAL DEVELOPMENT

Several actions taken by the 62nd Legislature may have an important in-
fluence on the course of future industrial development - in Texas. Of

the three significant new laws affecting industrial finance, two will

add to the responsibilities of the Commission, if they are implemented

and all three may open new opportunities for industry in the State.
addition, the Commission has indicated its intention to prepare a com- j“
prehensive State Industrial Plan, using funds appropriated by the Legis
lature for a Comprehensive 3252} Industrial Plan.

INDUSTRIAL FINANCE
LEGISLATION

Business Development Corporations. The Texas Legislature followed the
example of over 30 other states in 1971 by authorizing the formation of
business development corporations (HB 339) to make loans to businesses
unable to obtain financing from conventional sources. Any 25 persons,
a majority of whom are Texas residents otherwise qualifying under the
Texas Securities Act, now may form a business development corporation.

Banks, insurance companies, building and loan associations, governmental
agencies and other institutions "primarily engaged in lending or invest-
ing funds" may become members of a business development corporation.

" Members are required to make loan funds available to the corporation up
to the limits and at a rate specified in the law. Loans by these corpo-
rations, in turn, may be made to industrial, commercial, recreational
and agricultural businesses able to show they have been denied credit by
at least two banks or other financial institutions.

In addition to authority to make loans, business development corporations
were given the following powers:

* to borrow money through the use of bonds, notes,
debentures or other types of debt instruments;

* to acquire, hold and dispose of real and person-
al property;

* to acquire real estate and to construct indus-
trial and commercial facilities thereon; and

* to promote establishment within the State of lo-
cal development corporations and to enter into
agreements with them.

Business development corporations will be eligible under federal law to
leverage their financial positions by obtaining loans from the Small
%;;iness_égginlstratlon_qual to thelr debt to other_ lggggggjh"Tﬁngée
SBA reduceéd-interest funds will incréase the attractiveness of busi-
ness development corporation loans and will provide further assistance

17
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to businesses located or locating in Texas and unable to meet their
credit requirements from conventional sources.

The Commission has no responsibility in the organization or regulation

of business development corporations. The TIC will undoubtedly wish to
stay abreast of the activities of these corporations, however, to see
what effect they may have in providing additional industrial investment
capital in Texas.

Laws Affecting Commission Responsibilities. The Constitution of Texas,
Article III, Section 52, provides:

The Legislature shall have no power to authorize
any county, city, town or other political cor-
poration or subdivision of the State to lend its
eredit or to grant public money or things of val-
ue in aitd of, or to any individual, association
or company

This provision seems to prohibit the Legislature from granting authorit;
to local governments to issue bonds to finance facilities for use by
manufacturing or other private business. In an attempt to remove this
restriction, a constitutional amendment to allow legislative authoriza-
tion of local industrial revenue bonds was submitted to Texas voters in
1968, but it was defeated.

Senate Bill 803 passed by the 62nd Legislature, authorizes cities, coun-
ties and conservation and reclamation districts to issue revenue bonds
to _fipnance industrial or _medical facilities for lease and sale to pri-
vate business. In effect, this bill enacted the legislation which the
defeated 1968 amendment would have permitted, with an extension of the
bonding authority to include medical facilities.

In an opinion requested during the legislative session, the Attorney
General held (Opinion No. M-825) that in view of the conflict of legal
views and case law, only the Texas Supreme Court could decide the con-
stitutionality of a legislative grant of industrial revenue bond author:
ity to local governments and political subdivisions. A _test. case wd=ll
have to be tried, consequently, before SB 803 can be implemented.

SB 803 gives the Commission the duty to "prescribe rules and regulations
setting forth minimum standards for lease agreements and guidelines witl
respect to financial responsibilities" of lessees. The Commission must
also approve actual lease agreements and the financial responsiblity of
lessees. Since the medical facility bond portion of the law also is cor
stitutionally clouded by the provisions of Article III, Section 52, it
will probably have to be tested in the courts before it is used. If it
is held to be constitutional, the Commission will be responsible for sei
ting standards and guidelines, for approving leases and for determining
the financial responsibility of private medical organizations leasing
facilities under the act. It would seem that this authority might more
appropriately be placed with the State Department of Health than with
the Commission.




The Texas Rural Industrial Development Act (Senate Bill 931) makes TIC
responsible for administering a new program of business loans to be made
available from the State. The Rural Industrial Development Fund created
under the act is to be financed by legislative appropriations from gen-
eral tax sources, although‘gghapproprlatlon to the fund was made by the
62nd Legislature. If financed, the fund would be used by the Commission
to make loans not exceeding 40 percent of total project costs for feasi-
bility studies, engineering and legal services, planning, site acquisi-
tion, construction or purchase of existing facilities and equipment for
new or expanding businesses in the State. The wording used in SB 931
may make it applicable to evesw. type of commercial facility as well as
to manufacturing plants.

Section 50 of Article III of the Texas Constitution, the companion to
, Section 52, provides:

The Legislature shall have no power to give or to
lend, or to authorize the giving or lending, of
the credit of the State in aid of, or to any per-
son, assoctation or corporation, whether municipal
or other, or to pledge the credit of the State in
any manner whatsoever for the liabilities, present
or prospective, of any individual, municipal or
other corporation whatsoever

In view of this provision, the constitutionality of‘gﬁ_ﬂiLuismqugggipa—
able, In the ordinary language of flnance, the loanlng of money is the
giving or lending of credit. There is some legal opinion, however, as
in the case of Section 52 of Article III, that where a public purpose
(as opposed to a private purpose) is served by the extension of credit,
the Constitution would not be violated. The Attorney General has not
yet been requested to give an opinion on the constitutionality of Senate
Bill 931.

The law provides that loans from the new fund may be made only to local
nonprofit industrial development corporations for projects located in
'rural areas,'" The Commission is charged with responsibility for desig-
nating these areas after public hearings. According to the law, "rural
areas" may contain no more than four counties and shall be designated

by the Commission if they meet gﬁg:of the following three criteria:

(1) sustained out-migration of population be-
I tween the then last two federal censuses,

or

(2) . . sustained a gain in population less
than the average for standard State sta-
tistical metropolitan areas between the
then last two federal censuses, or

(3) . . . manufacturing employment [in the
area] i1s less than the average for stan-
dard State statistical metropolitan areas
according to the then preceding federal

cernsus
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The terminology "standard State statistical metropolitan area" is not
identical with "standard metropolitan statistical area" authorized and
used by the Federal Government but apparently is intended to identify
the same area.

Undoubtedly, every Texas county sustained some out-migration during the
past decade, and the law thus applies to the entire State if criterion
(1) is understood to mean any out-migration rather than get out-migra-
tion. This interpretation, however, appears contrary to " the implication
of the title of the law and, also, would make criteria (2) and (3) un-
necessary.

Criteria (2) and (3) employ the term "average" with regard to population
gain and manufacturing employment, and they seem to imply the use of ab~ ‘
solute numbers rather than percentage rates in determining the "average."
The few largest standard metropolitan statistical areas of Texas, of
course, account for the majority of total population gain between the
past two censuses and for a large share of manufacturing employment.

While final 1970 Census data have not been available for TRL staff use,

it would appear from calculations based on estimated 1969 manufacturing
employment and preliminary 1970 population reports that 250 of the State's
254 counties may be included in "rural areas" as defined by criteria (2)
and (3).

Before approving any loan from the Rural Industrial Development Fund,
the Commission must find

e T

the. project. is. situated will exceed the fi-
nanceial commitment. of the Comm@ss¢on and_
fhat the approval of the particular project
will gid in_the allevpiation of unemployment
within the State or assist in Lthe industrial
development of the State and that such proj-
ect will be of benefit to the State and its
taxpayers.

This "public benefit" provision in Senate Bill 931 appears to give the
Commission some discretion for assigning priorities among requested
loans and for utilizing the Rural Industrial Development Fund for proj-
ects yielding a higher economic or social return. In the absence of
pre01se standards, however, useful application of the "Eublic benefit"

ision.may prove highly problematical, Without specific analytical
methods by which to estimate the economic and social costs and benefits
of each potential project, and without definite legislative guidelines
by which to assign priorities to loan applications using these esti-
mates, the Commission may be forced into approving loans on a first-in-
time-only basis (if the program is ruled to be constitutional).

= .

Conclusions and Recommendations. The Texas Industrial Commission has a

substantial interest in House Bill 339 and Senate Bills 803 and 931 en-
acted by the 62nd Texas Legislature in 1971. HB 339 authorizes creation
of business development corporations to lend money to business enter-
prises unable to obtain conventional financing. This act may provide a
useful tool for encouraging new industries where they otherwise would
not be feasible.
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Both SB 803 and SB 931 raise constitutional questions which must be set-
tled before they are implemented. The first permits local governmental
units to issue bonds for industrial and medical facility development pur-
poses, with administration subject to limited TIC regulation. The le-
gality of SB 803 will have to be determined in a test case, and no im-
mediate action is required on the part of the Commission. However, it

is recommended that:

As soon as a case to test the constitutionality of Senate Bill 803 is
initiated, the Commission should begin to review the policies and pro-
cedures used by other states to_administer similar legislation relating
to local bond finaneing of industrial facilities. Development of appro-
priate and effective methods for administration of Commission responsi-
bilities under the law would be enhanced by a study of the experience of
other states.

SB 931 authorizes creation of a Rural Industrial Development Fund for
which appropriations have not yet been made. If the act i1s constitution-
al, and if funds are appropriated to carry it out, it will be most im-
ortant e..Comnission. to be ready to administer the new program ef-
fectively from the outset. Without clear policy and careful administra-
tion, the opportunities for ineffective use of the Fund and for ineffi-
ciency in its management would be considerable.

The Commission should request an opinion from the Attorney General on the
constitutionality of Senate Bill 931, and for clarification of its mean-
ing on:

1. Whether or not the term "migration" means "net out- L V
migration”;

2. Whether or not the language "manufacturing or indus-
trial enterprise makes the law applicable to com-
mercial and other business projects as well as to
manufacturing plants;

3. How the ecriteria of "average population gain' and }\HEM

"average manufacturing employment” should be inter-

preted; and

4. What methods of analysis and what policy standards ‘iamwsuﬂz
would be appropriate in applying the "public bene- UM i
fit" provisions of the law.

If the Attorney General rules that SB 931 is constitutional, the Commis-
ston should prepare to implement the program.

1. A complete gdministrative system from original in-

quiry to possible foreclosure on state loans should
be established. Projected documentation and proce-
dural requirements, including applications, records
and reports, imspections, audits, release of funds,
investment of idle funds, ete., should be laid out
in an operating manual. to be followed by the Com~
mission sta and by participating local development

corporations.
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2. Policy standards and methods of analysis should be
developed for application under the "public benefit" L
provistions of the law. Even if the Attorney Gener-
al's Opinion concludes that the present provision
18 inoperative, development of such standards and
evaluative techniques would permit "after the fact”
determination of costs and benefits for guidance
in future decisions and perhaps for improving the
language of the law at a future legislative session.

Every safeguard possible should be established to protect the taxpayers'
interests if the State is to become involved directly in the financing
of potentially marginal industrial development projects. The determina-
tion of the public interest in the encouragement of "b
should be one of the objectives of the planning process discussed in the
next section.

INDUSTRIAL
DEVELOPMENT PLANNING

In its 1972-1973 budget request the Commission stated:

The past decade has seen Texas lose one-fourth
of its employment in agriculture, one-fifth of
its employment in the oil and gas industry and
one-tenth of its employment in manufacturing -
all basic income-producing industries. More
counties in Texas showed a decrease in the 1970
Census of population thanm an increase. Until

e 18 achieved in the state's econ-
omy - rural versus urban, skilled labor versus
high unemployment, ete. - Texas is destined for
a compounding of these problems.

To enable our agency to meet this challenge,

our Commission recommends the development and

continuing execution of a Comprehensive Indus-

trial Plan for the State of Texas to be carried

out with an annual appropriation of $100,000,
In "A Special Message to the Members of the 62nd Legislature on Housing
and Community Development" on February 17, 1971, Governor Smith made
the following statement on a subject he called "Balanced Urban Growth,"

I am, today, asking my Division of Planning Loor-
dination to joim with local offieituals and with
agencies of the state, such as the Texas Indus-

trial Commission, to Jeintly develop regional and
_state urban grouth plans that will serve as gutdes
%o publie and private action to revitalize many

of our smaller cities that are losing population
and jobs. At the same time, the plans should pro-
vide for assistance to larger cities, assuring

steps are taken to avoid the central city decay




23

that is common to other parts of the Nation
and to slow the rush of people to the big
cities with the attendant strain on publiec
services and facilities.

As a part of this joint state-local planning
effort, I am asking the major state agencies

to review their policies for Joeation of pub -
ki facilities and other major public empeﬁg?—
tures to determine 1f there are ways that care-
ful changes in priorities can help alleviate
the problems of both small and large cities.
Public expenditures can vastly complicate our
urban problems or they can help provide part
of the solution.

o

The Commission's budget described the Comprehensive Plan as "an aggres-
sive program for state and local planning to achieve balanced industrial
growth." The request did pot receive approval by either the House or
Senate in their separate appropriation measures. The final state budget
adopted by the 62nd Legislature, however, included an appropriation of
$190,000. (plus authorization to spend any available federal funds) "for
special projects and studies inc ing but imited to a ( rehen-_
sive Rural Industrial Plan! (added by the Conference Committee on Appro-
priations).

In his speech to the fourth annual Governor's Conference on Industrial
Expansion, Governor Smith said:

The Industrial Commission has begun the initial
development for a Comprehensive Statewide Ruragl
Ludustrigl Development..Plan. It is the objec-
tive of this plan to identify, as an extension
of the Goals for Texas program, the needs and
desired levels of growth for each of the 21 lo-
cal regions in this State, to identify each
area's potential for industrial expansion, and
to launch an effective strategy and development
program for future industrial expansion. This
represents a decentralization of the State's
economic development effort so that we may deal
with the needs and the potential of each areaq
on a very localized and specialized basis.

The Governor also noted that he had sponsored a resolution passed by the

recent National Governors' Conference " ing ¢ ress to_prov :
- incentives to industry for location in sm cities and towns," The

Governor further stated: "At the state level, we are also exploring new
ways to solve the problem of too much unplanned growth, at too fast a
rate, in our urban areas."

Lieutenant Governor Barnes was reported by a major Texas daily to have
given his support recently to a state role in encouraging industry to

locate—in--smaltler.communities. In a speech to an October gathering in
East Texas, the Lt. Governor reportedly endorsed legislation to provide
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special employee training for industries locating in cities with popu-
lations of under 50,000 and state franchise tax deferments for plants
established in towns with less than 25,000 people.

The Question of Purpose. The Commission has indicated that $100,000 of
its appropriation will be committed to the planning project in the cur-
rent fiscal year. What remains unclear, however, is the xeal purpose of
the plan. The fundamental question is whether it will be designed to

_ achieve their own objectives without state supervi-
sion, or whether it will be used to formulate a body of policies by which
the State.would.attempt to direct the course of future industrial develop
ment. It would be difficult for a single plan to serve.both purposes.

]

In one form, the plan might be designed to provide practical information
gggmgggfulrpromotiqgal_tools‘which,Texasl‘private and. local developers
gpql@fﬁée_fﬁftheirneffortsﬂto-attractﬁindustry_tQ_theirugreas. A plan
of this type would focus on localized resources for meeting requirements |
of particular industries in terms of markets, raw materials, labor sup-
ply, transportation, etc. Where the local area was deficient in some
respect, the plan could indicate any practical steps which might be tak-
en to overcome the deficiency (such as educational opportunities for an
unskilled labor force). If the deficiency could not be remedied (i.e.,
lack of an essential raw material), the plan might indicate alternative
ipdustries for which this problem would not be a factor. Such a plan

*pwould still leave to iggg;w;gadersmthemhgﬁiﬁﬂdagision_gﬁ.howwmueh«aﬂd«

mggg_hinéwgﬁmégdustryﬁawgix@gmlggalitywmighx_seek o atirackt.

A plan aimed at promoting "balanced growth," either statewide or by re-
gion,(Eggggpposgs,aAmajon.poI;tical"decisiQnﬂto be made effective by the
adoption and use of state- or regionally administered incentives and/or
disincentives to specific types of industrial development. If a state
industrial planning effort is to follow this course, some_very.basic.
policy decisions need to be made by.the Legislatyre, including:

1. What constitutes undesirable congestion and what
limits should be imposed on the growth of the
State's major cities?

2. What pattern of balanced growth should be encour-
aged? If there are not enough incentives to go
around, what size communities should be the ben-
eficiaries? What should be the relationship be-
tween scarce resources (such as water in West
Texas) and a state growth promotion policy?

3. What tools should the State employ as incentives
or disincentives for a desirable growth pattern?
Investment in water and transportation projects?
Plant location permits? Pollution control regu-
lations? Tax rebates? Subsidized employee train-
ing programs?

4 : ?
- . 5 DY -
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In a speech to the 1969 Texas Industrial Development Council annual con-
ference, Governor Smith suggested that Texas should take gtock of all

"\,_ RS P i\ o
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of .these. options, in the State's competition with other states for indus-
trial development. The Governor's 1971 speech to the Texas Municipal
League (noted in the Introduction to this report) suggested that the
State should bhegin channeling.the. direction. of its growth to avoid con-
gestion and preserve the urban-rural balance. In his speech, the Gov-
ernor specifically recognized that this would require use of the incen-
tives and disincentives such as those discussed above.

"Four Winds Project". The Texas Industrial Commission has already taken
one tentative step in the direction of attempting to influence the pat-
tern of industrial growth within the State. At its regular meeting in
July 1971, the Commission adopted a resolution to commit $75,000 during
the 1972 fiscal year to a special project in the four counties of Chil-
dress, Cottle, Foard and Hardeman, sometimes called the "Four Winds"
area. The funds for the project will be taken from the $190,000 appro-
priation for a "Rural Industrial Development Plan." <4 RLOP

Since the "Four Winds" project was Lot requested by the Commission, and
since po lig d;scuss1ggmof the project was held when the Commission
adopted its resolution in July, not much is known about the details of
this expenditure. Apparently, it is intended to provide for the four
counties a special program financed by the State to promote the location
of industry within their boundaries. The Commission's resolution actu-
ally called for a TIC grant of $75,000 to the local industrial organiza-
tion serving the area. Since the Texas Constitution (Article III, Sec-
tion 51) prohibits such a grant, however, the Commission probably will
have to spend the funds directly if it is to carry out the project. The
Commission has not yet adopted a budget indicating how the funds commit-
ted to the "Four Winds" project will be allocated.

Conclusions and Recommendations. The Texas Industrial Commission has
been granted an appropriation for the 1972 fiscal year from which the
Commission tentatively has decided to spend $100,000_ to begin a plan-
ning project, the ultimate cost of which has not been determined. The
basic purposes of this planning project need to be more clearly defined.

1. If the purpose of the plan is to provide addition-
al assistance to private and local developers, the
Commisstion should request the Texas Industrial De-
velopment. Gouncil to -appoint_a "~ small. group.. of its
representatives ta.acl.in.an adptsarybcquptty Their
counsel should be useful, both at the design stage
and throughout the planning operation, i1f they are
to be the primary users of its product.

2. If the purpose of the plan is to develop policies
and procedures by which the State would seek to in-
fluence the course of economic development and chan-
nel that development in specific patterns, the Com-
mission should request the Governor to appoint g
gommittlee, representing a cross section of the State's
interests and leadership to prepare a set of policy

propesals for consideration by the Legislature.
Such a committee should have the benefit of techni-

cal information and advice from the many state agen-
ctes concerned (particularly the development and
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. Wy
regqulatory departments). Some very extensive stud- lv°¢@ %@“
ies of existing conditions and projections of prob- F@d@@

able trends should precede the final policy choices.) \.%

No major expenditures should be made on the plan-
ning project yptil the basic issues have been re-

solved. The decision as to what purpose the plan-
ning effort should serve will have a significant,
long-term impact on the State's economy and the
lives of its citizens - if the effort is effective.
The cost of the planning project - to the State
and to local govermments and private industry -
could represent a very substantial expenditure.
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EVALUATION OF PROPOSED NEW PROGRAMS

The Commission's study request to the League asked gpecifically for an
evaluation of two grogosed ney. Rrograns which the TIC would administer
if adopted by the Legislature. Neither program was enacted 1n 1971.,

but both are apt to be proposed again.

MANAGEMENT ASSISTANCE TO
SMALL MANUFACTURERS OF TEXAS

A Proposal: Direct Management Assistance for the Small Manufacturer of
Texas!{ was prepared for a special three-member committee of Representa- i
tives authorized by the 60th Legislature, First Called Session, in July
1968. It was completed and published in January 1970.

The Proposed Program. The program proposed envisions the creation of a
"Management and Technical Assistance Division" within the Commission "to
coordinate and support efforts on the local or trade-association level
to make management and technical assistance available to the small busi-
ness community of the state." The two primary functions of the division
would be: (1) "to make ipnformation.of a.technical and scientific nature
available to all sizes and types of business and industry throughout the
state," and (2) "to gffex.supporting services, to the field representa-
tives employed at the chamber of commerce or trade-association level”
who would organize conferences and seminars and conduct actual on-site
assistance for small manufacturers. The proposal recommends transfer-
ring administration of the State Technical Services program, a technol-
ogy information service located at selected universities, from the Coor-
dinating Board, Texas College and University System, to the Commission
in order to implement the division's function of information dissemina-
tion. To implement direct services, the proposal recommends a coopera-
tive effort between the Commission and participating chambers of commerce
and trade associations.

Organization of an advisory council to develop policy guidelines for the
program is also recommended. Two important guidelines are suggested by
the proposal authors:

(1) Individual management assistance would
be limited to five man-days of effort.
This self-imposed limitation serves to
restrict individual counseling to those

1
A Proposal: Direct Management Assistance for the Small Manufac-
turer of Texas. Ernest W. Walker, professor of pinance, and Charles L,

Kight, Research Assistant, The University of Texas at Austin, January
1970.

27
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problems which ordinarily would ngk, de-
mand the extended services of private
consultants.

’2) Group counseling at the local level
should be made available to the small
businessman at a very nominal.chalge

For example, they could be
calculated from a sltdzng scale cor-
responding to the firm's profitability.

If a small manufacturer's problems could not be solved within the five-
man-day limit or if the individual management counselor were not quali-
fied to render advice on a particular problem, the businessman would be
"advised to seek private consulting services from within the local area
or state or to draw upon the 'pool' of consulting talent developed by

the field representative. To simplify the task of locating private con-
sultants, a gatalogue of qualified individuals and firms would be main-
tained at the state level. From this catalogue, the small businessman
would be informed of those private consultants with expertise in his par-
ticular problem area." The consulting talent "pool" would be composed

of "business faculty members of public and private colleges or universi wq
ties, business students within these institutions, and practicing managn
ers . . . concerned with the development of small firms in their local
economy or industry group."

Small Texas Manufacturers. Small manufacturers are defined in the pro-
posal as companies with no more than 250 employees. The actual number
of such companies in Texas is not available, but as a substitute the
number of individual manufacturing establishments (plant locations) an-
nually tabulated by the Bureau of the Census may be used.

Table 3
TEXAS MANUFACTURERS IN 1970

Size of Establishment by Number of Employees

1-7 8-19 20-49 50-99 100-249 250+ State
No. of Mfgs. 5,359 2,642 2,101 1,054 914 531 12,601
Cumulative No.
of Mfgs. 8,001 10,102 11,156 12,070 12,601
Number of
Employees 16,996 32,883 65,560 74,177 141,127 433,791 764,534
Cumulative
Percentage
of Employment 6.5% 15.1% 24.8% 43.3% 100.0%

G 15 .0 TE.®

o~

&2~ 15 M
%6 97 185 B

i
SOURCE: County Businegs Patterns 1970, Texas, U. S. Department of Com-

merce, Bureau of the Census.
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In 1970, there were 12,070 small manufacturing establishments in Texas,
comprising almost 28, percent of the 12,601 total manufacturing units.
Undoubtedly, some of the larger establishments are branch plants of ma-
jor companies and do not qualify as small manufacturers. As Table 3
shows, however, even if all establishments with 100 or more employees
are excluded, Texas has more than 11,000 small manufacturers.

Approximately 43 percent of manufacturing employment in Texas was at-
tributable to the 330,743 jobs held by employees of small manufacturers
in 1970. Establishments with less than 100 employees, however, accounted
for not quite 25 percent of total manufacturing employment.

Cost Estimate for Proposed Assistance. Implementation of the proposal

would require the active cCooperation of chambers of commerce and trade
associations in Texags, Yet, the proposal's senior author told the TRL_

staff that participation was JiScussed with neither group, The authors
¥éalized, though, that participation might be limited and "the small
business community . . . denied a comprehensive program of assistance.
It must be recognized, however, that due to the geographical expanse of
Texas and the number of firms in possible need of assistance, state gov-

ernment cannot independently undertake a full-scale program of individ-

ual consulting. State-wide coverage . . . can be achieved only through
private organizations . . . ." An illustration of the financial require-
ments of the proposed program demonstrates the reasonéjjﬁutxfguqh

No reliable estimate of the market for the proposed program is avail-
able. A reasonable assumption might be that only (50’ percent of small
manufacturers would ever use the assistance offered - a total of approx-
imately 6,000 businesses. Assuming, further, that it would be necessary
to provide on-site assistance for these manufacturers only once every
three years, and that assistance would require three man-days on the
average, a staff of at least 25 consultants would be needed. At an av-
erage total expenditure of $20,000 per consultant, program costs would
be $500,000 per year. Viewed another way, total yearly program expen-
ditures would average about $250 for each of the 2,000 manufacturers
served annually.

State Technical Services. The proposal recommends that the State Tech-
nical Services program be transferred to the Commission because it would
"directly complement the management services proposed . . . ." A federal
program authorized by the Higher Education Act of 1965, State Technical
Services was discontinued when Congress terminated funding at the end of
June 1970. The program previously consisted primarily of technology 1i-
braries located at various public and private universities in Texas an
providing document search and distribution services.

The purpose of State Technical Services was to make technological in-
formation within higher educational institutions more readily available
to business users. Federal funds available through the program could

be expended only through these institutions on a i sis. The
Coordinating Board, Texas College and University System, was named ad-
ministrator of the program by the Governor in order to facilitate iden-
tification of available technological resources within Texas higher ed-
ucation institutions and to avoid duplication of services offered through
State Technical Services with other college and university programs.




Conclusions and Recommendations. A Proposal: Direct Management Assis-
tance for the Small Manufacturer of Texas as presented leaves unanswered |
a number of significant questions. There has been no objective analysis
of the benefits which could be expected. Its prospective local sponsors |
have not been consulted, yet the program could not be undertaken without
the active cooperation and financial support of the larger chambers of
commerce and trade associations in the State. Even with their participa-
tion, the program might provide very limited services to individual manu-
facturers at a cost per company which most of them could easily afford,
but which in the aggregate would be quite expensive if funded by cooper-
ating chambers and trade associations. If any chamber or trade associa-
tion desired to undertake such a program, furthermore, direct support
from the Commission would not seem to be required. Because of its rela-
tionship to institutions of higher education, the State Technical Ser-
vices program probably should remain a function of the Coordinating

Board if reactivated by Congress.

The Commission should not attempt to implement the proposed program of
management assistance to small Texas manufacturers.

MANPOWER
TRAINING

The training proposal which the Commission asked the League to evaluate
was prepared by the Manpower Planning Staff of the Executive Department
and published in 1970 under the title of Industrial Expansion Training.

The Proposed Program. This proposal recommends creation of a "Special
Training Staff" within TIC composed of 15 personnel, including 11 pro-
fessionals, four of whom would be Training Specialists to "perform in-
structional-related duties."

Figure D
PROPOSED SPECIAL TRAINING STAFF

Positions Number of Personnel

Director

Industrial Manpower Training Consultants
Training Specialists

Educational Services Coordinator
Manpower Resources Coordinator
Secretaries

=
Uils = H b b

The special training staff would administer a program of short-term,
entry-level training for new employees of new or expanding manufactur-
ing plants in Texas - referred to in the proposal as "Start-Up Train-
ing." In addition to expenditures for salaries, travel and other staff
expenses, the proposed program would require new funding for:
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* "facilities, including utilities and renovation."

* "equipment for training," which might be rented
from educational institutions when available.

* "instructors . . . at a rate of $6.00 per hour
(up to a maximum of $8,500 per year for company
instructors) ."

* "expense of materials . . . up to 50 percent less
salvage value."

* assistance in recruitment "including payment of
advertising if necessary."

* provision and installation of "standard equipment
needed in the training process, including visual
aids such as closed-circuit television . . . ."

Recommendations of the Vocational Advisory Council. The report of the
Texas Advisory Committee on Vocational Education in 1968, "Guidelines
for the Development of Vocational Education in Texas Through 1975-76,"
recommended: "That provision be made for a State-owned reservoir of
industrial and instructional equipment so that short intensive instruc-
tional programs may be implemented whenever and wherever necessary."

In 1970, the successor to the Committee, The Advisory Council for Tech-
nical-Vocational Education in Texas, repeated this recommendation in
its "First Annual Report," and further recommended:

That the State Board [of Vocational Education] en-
courage the establishment of a joint task forece of
appropriate staff members of the Texas Education
Agency, Texas Employment Commission, Texas Indus-
trial Commission, the Office of the Govermor, and
other state agencies and groups, and that it meet
at least quarterly to review requirements for new
and developing occupations and skills. Recommen-
dations for the appropriate state agency to meet
these needs should be made by this joint task
forece,

The Advisory Council supports the establishment
within the Texas Industrial Commission of the Of-
fice of Director of Industrial Training. The Di-
rector would serve as a member of a coordinating
committee to be composed of appropriate staff mem-
bers of the Texas Education Ageney, Texas Employ-
ment Commission, Texas Industrial Commission, Of-
fice of the Governor, and such other state agen-
cies and organizations as would be involved in
order to establish relationships with new and ex-
panding industry to meet the special needs of
such economic development. The coordinating com-
mittee would identify the resources to meet such
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needs. The Council would further support appropri-
ation of discretionary funds to provide training,
equipment, supplies, instructional facilities and
instructional personnel, when not otherwise avatil-
able.

Confusing Budget Requests. In response to the Council's recommendations,
the Texas Education Agency budget submission for the 1972-1973 biennium
requested $2,900,000 for an "Industrial Equipment Reservoir Fund" and
$1,950,000 for "'Start-Up' Industrial Manpower Training." The submission |
stated that the requested $1,950,000 would be used for "instructional
costs, including instruction, supervision, travel, and teacher training,
as well as instructional supplies for use in establishing industrial
training programs in areas of the State having critical need for compe-
tent manpower in certain new or emerging industries locating or relocat-
ing in the State."

In November 1970, the Texas Industrial Commission submitted a request
supplementing its regular budget submission "to cover the administra-
tive portion of a new program making pre-employment industrial startup
training available to industries considering location and/or expansion
in Texas." The Commission asked for a total biennial appropriation for
1972-1973 of $511,460 for salaries and other expenses for 15 personnel.
The supplemental request included a copy of the Manpower Planning Staff's
proposal as justification and stated: "The balance of the appropriation
request, $1,800,000 in 1972 and $3,050,000 in 1973, has been submitted

by the Texas Education Agency."

Figure E

COMPARISON OF BUDGET REQUESTS

Biennium
1972 1973 Total
Texas Education Agency
Equipment Reservoir $ 900,000 $2,000,000 $2,900,000
Instructional Costs 900,000 1,050,000 1,950,00
Total, TEA $1,800,000 $3,050,000 $4,850,000
Texas Industrial Commission $ 234,798 $ 276,662 $ 511,460

The TIC appears to have no statutory authority which would allow the
agency to administer the funds requested by the Texas Education Agency.
While TEA did not specifically request additional administrative funds
to carry out the program, the Agency necessarily would have had to un-
dertake this responsibility if any appropriation had been made by the
Legislature. With program responsibility and funding placed with the
Education Agency, the Commission's 15-man staff would have had virtual-
ly no function to perform. Thus, the requests appear not to be comple-
mentary but confusing. Neither request was granted by the 62nd Legis-
lature.
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Comparing the Proposals. Both the Manpower Planning Staff and the Advis-
ory Council proposed additional state support for manpower training. It
is difficult to determine, however, whether they have recommended the
same program. The relationship between the proposed efforts and current
training programs also is subject to various interpretations.

An attempt to compare the proposals may be made in terms of three essen-
tial policy elements. One element is the administrative mechanism for
implementing the program. The Advisory Council recommends a consulta-
tive function for the Commission with the Texas Education Agency to be
given administrative responsibility. It appears that the recommended
additional funding would be used by TEA to bolster present training pro-
grams conducted by local school districts, community colleges, area vo-
cational schools and state institutions such as TSTI. The Manpower Plan-
ning Staff proposes that administrative responsibility for a new program
be placed in TIC. The Special Training Staff apparently would purchase
whatever instructional services, equipment and facilities were found to
be required from any competent source.

The second element concerns the selection of trainees. Federal manpower
programs, primarily administered through the Texas Employment Commission,
the Texas Rehabilitation Agency and economic opportunity organizations,
are targeted by law on specific segments of the labor supply character-
ized by (1) low family income, (2) racial minority membership, (3) phys-
ical or other handicap, or (4) current employment in very low-skill jobs
or no employment at all. For example, the Manpower Development and Train-
ing Act (MDTA) program administered under a joint agreement between the
Texas Employment Commission and the Texas Education Agency is restricted
to persons unemployed or underemployed.

Vocational-technical education and training programs administered by the

Education Agency also are aimed largely at predetermined segments of the

labor supply: (1) school students - either secondary or post-secondary,

(2) handicapped persons, and (3) disadvantaged persons. Adult vocation-

al training administered by TEA and funded at over $2.5 million for 1972,
however, can be distinguished from pretargeted programs because it poten=
tially may be used to train any segment of the labor supply not in a re-

stricted category.

The Advisory Council's recommendations do not discuss trainee selection.
The Manpower Planning Staff's proposal clearly implies that trainee se-
lection would be made by employers. The training suggested would differ
from all pretargeted programs in this manner. Its similarity to the

adult training program and the proposal of the Advisory Council, however,
is not apparent. It also seems possible, depending on employers' choices,
that the MDTA program, among others, could be closely related.

The third essential element of training program policy is related to the
labor market. Both the condition of the market and the occupational de-
mands of the market are factors in this policy element. The Advisory
Council made the following statement preceding its recommendations:

Job training and preparation programs are meaning-
less without jobs waiting for the trainee. Eco-
nomie development and jobs seek trained manpower.




The State of Texas has many communities in desper-
ate need of new jobs. In order to encourage eco-
nomic development and full employment of our citi-
zens, the Council has the following recommenda-
tions

This statement may mean either: (1) that the training recommended should
be channeled primarily to labor surplus areas; Or (2) that it should be
used in areas with a stagnant or declining labor supply in order to help
these areas grow. The Manpower Planning Staff is guite explicit on this
point.

A program such as Industrial Expansion Training
has the potential of re-directing the trends ex-
} perienced by mon-metropolitan areas over the past
decade. By providing training on or near the
plant site while the plant is being constructed,
the incoming firm is provided with an adequate
supply of job-ready labor, and ex-farm workers
are given non-agricultural employment opporiu-
nities within their own non-metropolitan areas.
Industrial Expansion Training, by providing for '
the labor requirement of industry, can help at-
tract industry to non-metropolitan areas, and
help eliminate the necessity of ex-farm workers
migrating into metropolitan areags for non-agri-
cultural employment.

i The Advisory Council makes no reference to the source or characteristics '
\ of occupational demands to be considered in implementing its recommenda-
tions. The Manpower Planning Staff's proposal is clear in its implica-
i +ion that the new employer would determine the specific requirements of
the occupations for which training would be provided. The curriculums
used in this program, in other words, would be developed around the pre-
cise requirements of an individual manufacturer's jobs.

The following figure attempts to summarize the comparison between the
proposals of the Manpower Planning Staff and the Advisory Council.

Figure F
COMPARISON OF PROPOSALS

Policy Element Manpower Planning Staff Advisory Council

Administration Texas Industrial Commission TEA/Educational Institu-
tions with TIC Consultation

Labor Supply Manufacturer's Choice Not Apparent
Implied
\ Labor Market
3 Condition Stagnant/Declining Surplus or Stagnant/
{ Declining
i Occupations Manufacturer's Choice Not Apparent

Implied
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TIC-TEA Interagency Agreement. While this report was being written, the
Commission and the Education Agency prepared an agreement under which the
two agencies will cooperate to make new-employee training more readily
available to new and expanding manufacturers throughout the State. This
training apparently will be provided from existing programs by means of
an improved method for identifying manufacturers' needs and for estab-
lishing curriculums at sponsoring educational institutions to meet these
needs in a timely fashion.

Conclusions and Recommendations. Comparing the proposal of the Manpower
Planning Staff and the recommendations of the Advisory Council does not
permit clear-cut conclusions as to any intended differences in trainee
selection or labor market policies. The extent to which a "start-up
training" program might duplicate some current programs - primarily su-
pervised by TEA - would seem to depend on the choices made by individual
employers in the selection of trainees and on the ability of the admin-
istrative organization to utilize the "best fitting" program source in
meeting employers' demands. The Advisory Council's apparent reason for
leaving administration with the Texas Education Agency was to facilitate
coordination of the additional training recommended with existing pro-
grams which are related. The Manpower Planning Staff's proposal obvi-
ously varies from the recommendations of the Advisory Council in this
regard. The new interagency agreement between the Commission and the
Education Agency may alter the circumstances which gave rise to both sets
of recommendations.

The stated intent of the "start-up training" program proposed by the Man-
power Planning Staff is to imcrease industrial development in nonmetro-
politan areas of the State. As a policy issue, consequently, it proper-
ly would be considered as a part of the incentive tools which a state
economic development plan, discussed earlier in this report, might in-
clude. Before the State launches such a program, basic political deci-
stons must be carefully studied and enacted by the Legislature. If un-
dertaken for some other purpose, sufficient attention should be given

to the relationship between the new program and existing training prior
to implementation to provide close administrative coordination and avoid-
ance of duplication in persomnel, facilities or funding. Operating ex-
perience under the TIC-TEA agreement should provide a sounder basis for
identifying additional improvements which might be required to make cur-
rent programs more productive.




APPENDIX A

LETTER TO TOP TEN EXPORTING STATES

The Texas Research League, a private, nonprofit research organization,
is currently conducting a study of industrial development in Texas.
The study is aimed in part at determining the most effective programs
a state can adopt to promote international trade.

| We are writing you and each of the other top ten exporting states to
g inquire about your experience with foreign trade offices. While we
- understand the spirit of interstate competition which prevails among
| industrial developers, we are hopeful you will answer our inquiry.

| We shall be pleased, also, to share our findings with you if you de-
y sire and if responses to this letter are sufficient.

Our gqguery is, with respect to your state:
1. Have you established offices in any foreign country(ies)?

1 If so, what countries and when?

2 What is (are) the function(s) of this (these)
office(s)?

1.3 What personnel positions compose a typical for-

eign office staff?

1.4 What are the general qualifications for these

positions (education, experience, language,

nationality)?

1.
Lo

2. What is the current annual cost for operation of a
foreign office?

2.1 1Is this expenditure fully financed by state
funds?

2.2 If not, how is it financed?

2.3 What is the current total annual cost of op-
eration for all your foreign offices?

3. Please describe briefly the principal operations of a
foreign office. (Do they use, in effect, traveling
state "manufacturers' representatives"? Do they main-
tain product catalogues of your state's manufacturers?
Do they conduct market research on a request and/or
continuing basis? Do they advertise in regional media?
Do they handle arrangements for individual businessmen
and/or trade missions from your state? Et cetera.)

4, Please describe the state headquarters organization
you have established specifically to support your for-
eign offices (personnel positions, annual budget,
principal functions, extent of travel to foreign of-
fices).

A-1
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5. Please advise us of the major reasons you have found to
support the operation of foreign offices by your state,
presenting documented evidence of state economic bene-
fits wherever possible.

We are most grateful for your prompt attention to this request and for
your cooperation in our study.




APPENDIX B

Texas Research League Texas Industrial Commission Study

INTERNATIONAL TRADE QUESTIONNAIRE

SECTION I - TO BE ANSWERED BY MANUFACTURERS, WHOLESALERS AND RETAILERS

1. Were you exporting or otherwise engaged in international trade prior
to the Mexico mission of the Texas Industrial Commission?

1.1 If so, in what countries?

1.2 What was your annual export dollar volume? $ .

1.3 Other foreign business arrangements (licensed manufacture,
joint venture, investment, other)?

2. Have you exported to Mexico as a result of the mission? p

2.1 If so, what is your anticipated dollar sales volume for the first
twelve months of exporting? § .

2.2 1If you are not exporting to Mexico, why?

2.3 If you expect to export soon, what would you estimate as your dol-
lar sales volume in the first twelve months? §$ .

3. How many total personnel (full-time equivalents) do you employ? :

4. How many total personnel (full-time equivalents) have you added as a
result of your export business arising from the Mexico mission? .

5. Have you initiated exports to other countries since the Mexico mis-
sion?

5.1 If you needed assistance in undertaking this additional export
business, to whom did you go:

U. S. Department of Commerce? .

Chamber of Commerce? .
Texas Industrial Commission? s
Trade Association? .

Other (identify)?




5.2 For what specific assistance:

Market information? .
Financing sources? :
Transportation?

Other (identify)?

5.3 What is the anticipated annual dollar volume of these additional
exports? $ .

6. Are you considering expansion of your export business? .

6.1 If so, do you require assistance? .

6.2 What specific assistance:

Market information? !
Financing sources? "
Transportation?

Other (identify)?

6.3 From whom do you expect to receive this assistance?

7. Do you think you would participate in a future trade mission conducted
by the Texas Industrial Commission to another country or countries?

7.1 If conducted by your regional or local chamber of commerce?

7.2 If conducted by a trade association of which you are a member?

7.3 If your answer to one or more parts of this question is "no" or
"don't know," please explain.

8. Do you consider a trade mission more profitable for your business
than a personal trip? . Why?
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Are you familiar with the following items useful to exporters:

Trade Lists (U.S. Department of Commerce)?

Trade Contact Surveys? .
Agency Index Surveys? >
World Trade Directory Reports? .

How many invitations have you received within the past twelve months to
participate in an export seminar or other export training session (not
in conjunction with a trade mission) held by the U. S. Department of
Commerce, a chamber of commerce or other organization?

10.1 How many man-days have your personnel spent at such meetings
during this time? .

10.2 Will your personnel attend similar meetings in the future? .

SECTION II - TO BE ANSWERED BY ALL RESPONDENTS

159

In what type of business are you engaged:

Manufacturing? . Finance? .
Wholesaling? . Professional Services? »
Retailing? & Other (identify)?

What is (are) your principal product(s) or service(s)?

Had you participated in any foreign trade mission(s) in the past five years
prior to the Mexico mission of the Texas Industrial Commission? %

If so, when and by whom was (were) the mission(s) organized and where did
the mission(s) go?




1971 BOARD OF DIRECTORS

ABILENE
-R. W. HARDY, President, West Texas Utilities
Company
WALTER F. JOHNSON President, First National
Bank of Abilene
AMARILLO
C. A. CASH, Chairman of Board, Diamond
Shamrock Qil & Gas Company
*J, HAROLD DUNN, Diamond Shamrock
Corporation
L. R. HAGY, Qil, Gas and Cattle "
ROY TOLK, President, Southwestern Public
Service Company
*C. |I. WALL, Chairman of Board, Pioneer Nat-
ural Gas Company
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**ALVIN A. BURGER
FRANKLIN W. DENIUS, Attorney, Clark,
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American National Bank
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E. S. JOSLIN, Consultant Central
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DALLAS

GLENN R.
er Com

ALFRED I. DAWES Vice President, Sears, Roe-
buck & Compan
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Counsel, North American Division, Mobil
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J. D. FRANCIS, Chairman of Executive Com-
mittee, Mercantile National Bank at Dallas

WILLIAM B. FR GUE, Regional Vice President,
General Electric Company !

R. I. GALLAND, President, American Petrofina,
Incorporated

*R. A. GOODSON, Chairman of Executive Com-
mittee, Dallas Federal Savings and Loan
Association

GEORGE F. HARRELL, Chairman of Board,
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*’S J. HAY
W. LYNCH, Chairman of Board,
Power & nght Company

W. C. McCORD, President, Lone Star Gas Com-

pany
L. B. MEADERS, President, Halliburton Com-

pany

W. W. OVERTON, JR., Chairman of Executive
Committee, Texas Bank & Trust Company
of Dallas

RUSSELL H. PERRY, President, Republic
Financial Serwces. Inc.

H. D. SCHODDE, Vice President—Texas,
Southwestern Bell Telephone Company

W. H. SEAY, President, Southwestern Life
insurance Compan

BRYAN F. SMITH, Semor Vice President, Texas
Instruments, Inc.

ROBERT H. STEWART Ill, Chairman of Board,
First National Bank in Dallas

GEORGE A. WILSON, Chairman of Board &
President, Lone Star Steel Company

“BEN H. WOOTEN, Chairman of Board, Dallas
Federal Savmgs & Loan Association

EUGENE C. ZORN, JR., Senior Vice President
g Economlst Repubhc National Bank of
allas

EDINBURG

DONALD L. BENTSEN, President, Tide
Products, Inc.

EL PASO

E. R. LOCKHART, Chairman of Board & Presi-
dent. El Paso Electric Company

SAM D. YOUNG, JR., President, El Paso
National Bank

Power &

CRAMER President, Titche-Goetting-

Texas

E. BRUCE STREET, Chairman
Independent Oil Operator

Graham

GROGAN LORD, Treasurer
Chairman of Board
TeleCom Corporation
Georgetown

CHAS. F. JONES, Vice Chairman

Vice Chairman of Board

Humble Oil & Refining Company

Houston

FORT WORTH

LEWIS H. BOND, President, The Fort Worth
National Bank

BEEMAN FISHER, Consultant, Texas Electric
Service Compan

*BERL E. GODFREY, Attorney, McGown, God-
frey, Decker, McMackln, Shipman & Mc-

Clane
MURRAY KYGER, Chairman of Executive Com-
mlt:ter:e, The First National Bank of Fort
[¢]

PAUL LEONARD, Investments

A. L. SCOTT, President, Kimbell, Inc.

*J. B. THOMAS, Consulting Engineer

C. DICKIE WILLIAMSON, Presiaent, Williamson-
Dickie Manutacturing Company

FREEPORT
D. L. ROOKE, General Manager, Texas Divi-
sion, The Dow Chemical Company

GALVESTON
HARRIS L. KEMPNER, Chairman of the Execu-
tive Committee, Impenal Sugar Company

GEORGETOWN »
GROGAN LORD, Chairman of Board, TeleCom
Corporatlon
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E. BRUCE STREET,

HO TON
Rk ATWELL JR., President, Coastal
Transpor‘t Co, Inc.

*HINES H. BAKER

G. C. BANKSTON, Vice President, Shell Oil
Company

il BARLOW President, Anderson,
& Company. Inc.

A. W. BAUCUM, Executive Vice President,
Texaco Inc.

CHARLES F. BEDFORD, Vice President &
Division Manager, Amoco Production

Company

HOWARD BOYD, Chairman of Board, El Paso
Natural Gas Company

GEORGE R. BROWN, Chairman of Board,
Brown & Root, Inc

HUBBARD CAVEN, Vice President, Texas Gulf
Sulphur Company, Inc.

ROBERT W. DUNDAS, SR,
Foley's

JU A, ELKINS JR., Chairman of Board, First
City National Bank of Houston

HERBERT FRENSLEY, President,
Root, Inc. _

WAYNE E. GLENN, President, Western Hemi-
sphere Petroleum Division, Continental Qil

Company

WARREN R. HENRY, Executive Representative,
The Atchison, Topeka and Santa Fe Rail-
way Company

*RAY H. HORTON, General Investments

CHAS. F. JONES, Vice Chairman of Board,
Humble OQil & Refining Company

D. R. KIRK, General Manager, Southern Pacific
Transportation Company

J. HUGH LIEDTKE, Chairman of Board,
Pennzoil United, Inc.

JOHN F. LYNCH, Senior Vice President, Texas
Eastern Transmission Corporation

RALPH McCULLOUGH, General Manager, J. S.
Abercrombie Interests

E. CLYDE McGRAW, Chairman of Board, Trans-
continental Gas Pipe Line Corporation

A. G, McNEESE, JR., Chairman of Board, Bank
of the Southwest

GEORGE T. MORSE, JR., President & General
Manager, Peden Industrles. Inc.

R. L. O'SHIELDS, President, Panhandle Eastern
Pipe Line Company

W. M. RANKIN, Manager,
Armco Steel Corporation

P. H. ROBINSON, Chairman of Board, Houston
Lighting & Power Company

FRED S. SCHWEND, President, Gulf Oil
Company—U.S.

Independent OQil Operator

Clayton

Vice President,

Brown &

Houston Works,

JAMES W. McGREW
Executive Director
Texas Research League

Austin
*B. S. SINES
W. I_ID"UKE W.:\LSER Senior Vice President,
n
JAMES A. WILSON, Chairman of Board, United

Gas, Inc.
JOHN H. WIMBERLY, Chairman of Board,
Houston Natural Gas Corporation
BENJAMIN N. WOODSON, President, American

General Insurance Company

LAREDO

J. C. MARTIN, JR.,, Rancher and Mayor of
Laredo

LONGVIEW

. IMRAY, Vice President & Assistant Man-
ager. Texas Eastman Company

LUBBOCK

PARKER F. PROUTY, President & General Man-
ager, Avalanche-Journal Publishing Com-
pany

LUFKIN

WALTER W. TROUT, Chairman of Board,
Lufkin Industries, Inc.

R. W. WORTHAM, JR., Chairman of Board &
President, Southland Paper Mills, Inc.

MIDLAND

*TOM _SEALY, Attorney, Stubbeman, McRae,
Sealy, Laughlin & Browder

MISSIO

N ES NEUHAUS Owner, V. F. Neuhaus Prop-
erties

ODESSA

E. M. SCHUR, Chairman of Board, The First
Nationa! Bank of Odessa
JOHN BEN SHEPPERD, Vice President & Gen-

eral Counsel, Odessa Natural Gasoline
Company

ORANGE

R. E. JACKSON, Sabine River Works Manager,
E. I. DuPont de Nemours & Co.

PAMPA

E. L. GREEN, JR., Vice President, Cabot Cor-
poration

ROCKDALE

HOWARD F. CHRISCO, Works Manager,
Aluminum Company of America

SAN ANGELO

I . BECK, President, General
Company of the Southwest

SAN ANTONIO

*WALTER N. CORRIGAN, President,
The Sommers Drug Stores Company

BELTON KLEBERG JOHNSON, Director,
Ranch, Inc.

SAM JORRIE, Chairman of Board, Jorrie Fur-
niture Company

ALBERT J. RANGE

FRED W. SHIELD, Independent Oil Operator

H. B. ZACHRY, Chairman of Board, H. B
Zachry Company

SILSBEE

R. M. BUCKLEY, President, Eastex
Incorporated

TEXARKANA

JOSH R. MORRISS, JR., Partner, Offenhauser
& Company

TYLER

WATSON W. WISE, Investments .

JOSEPH ZEPPA, President, Delta Drilling Com-
pany

VICTORIA .

P. K. STUBBLEFIELD, President, Victoria Bank
& Trust Company

Telephone

King

WACO .

WALTER G. LACY, JR., President, The Citizens
National Bank of Waco

WICHITA FALLS .

C. P. McGAHA, Chairman of Board, City
National Bank in Wichita Falls

JOE B. WOLVERTON, President, The First-
Wichita National Bank

*These are Life Members of the Board, having served as League Chairmen. As such, they are ex officio members of the Executive Committee.
**Mr. Burger was elected a Life Member of the Board upon his retirement December 31, 1969, following 17 years as Executive Director of the
Texas Research League.




