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We are not making progress in creating livable jobs
 so we need to honestly examine our entire approach to ED. The fact that other states are also struggling is instructive because most of our ED policies are just like theirs. Since no one has the answer, everything should be on the table.

A thorough performance review is a necessary first step. How else can we determine what works and what doesn't? And we owe it to taxpayers to ensure that we're not wasting their money.
1. Publish a comprehensive list of ED programs and annual expenditures from all agencies and departments (including "tax expenditures" like VEPC).
2. Collect and review any and all objective evaluations of current policies and programs.
3. If none are available, conduct a literature search for relevant research performed elsewhere.

4. If there are gaps, conduct the necessary research immediately.
Note: Many state programs publish annual reports but they rarely include reliable performance data. VEPC is the current poster child but there are others.
 
As we consider future strategies, I recommend a few guiding principles:
· Think long-term; no quick fixes: Businesses have told us for years what's most important: the workforce and the quality of life. But these are complex problems that don't lend themselves to easy solutions. We've become distracted by marginal issues. Let's get back to basics. 
· Self-reliance in a global age is no vice: Globalization offers many opportunities (which we should pursue aggressively) but it also increases our dependence on factors beyond our control.
 Greater self-reliance would reduce our vulnerability, keep more money in the community (enhance the multiplier effect), and give us more control over our future. 

· Discard old perceptions of the public-private dichotomy: It is perceived wisdom that the "market" is the best means of allocating resources, and this is true if profit is the only objective. But the data tells us that a rising tide doesn't always lift all boats. There may be opportunities for creative solutions that involve unorthodox approaches that we should not dismiss out of hand. 
· It's not just wages: Livable incomes would eliminate the need for a substantial portion of our public assistance outlays (subsidies for low-wage employers), but we're not likely to achieve this for some time. Therefore, policies and programs that reduce the costs of basic needs (i.e., housing, health care, childcare) are a necessary supplement that helps mitigate the need for higher wages.  
· Expand the circle: The range of people engaged in setting ED policy has been very narrow for years. This should be a much broader discussion with more diversity. 

· Monitor and evaluate regularly: Investing state funds should produce measurable results. Everything we do should be subject to frequent and objective reviews and audits. Not all of our choices will prove successful. Let's not be afraid to make changes if something isn't working.
· No sacred cows: Self-explanatory.
· Nothing is forever: Businesses come and go (including IBM). We should invest primarily in people and hard assets (land & buildings). 

A few suggestions:
1. Health care: If we can control costs and the rate of increase, insure everyone, and make the financing predictable, it would be a huge benefit for ED (and a genuine competitive advantage!).
2. State purchasing: Make better use of the money we're already spending. The state buys 70% of its goods & services outside VT. Every dollar that leaves the state is a lost opportunity to support VT businesses, create jobs & tax revenues, and benefit from the multiplier effect. The law already requires the state to consider the economic impact of purchasing decisions. The legislature should establish a summer study group to evaluate the options and make recommendations for next year.
3. Education & Training: I'm not prepared to make specific recommendations but will say that we should probably invest a lot more money in the state college system. At present, 40% of all the jobs in VT require nothing more than short-term on-the-job training. But if we do our job, businesses will want to come here for the workforce. It's not enough to say we have a great workforce (as every state does); we have to invest in people to make it real.

4. Telecom: The market will not solve our problems in the near term. The state should play an aggressive role, including direct investments for infrastructure that would allow providers to lease capacity to deliver services.
5. Affordable Housing: Huge unmet needs for families AND a recruiting problem for businesses. We spend a lot now but should expand our efforts significantly, especially with so much uncertainty about federal assistance. There is no shortage of ideas and we have a remarkable group of accomplished housing folks, they just need more resources. Note also that building and rehabilitating housing has very strong multiplier effects in the economy.

6. Agriculture & wood products: We should build on our strengths and not abandon these basic industries. There are huge outflows of money for food and furniture that we can produce right here. Substituting locally produced goods for even 10% of what we import would create thousands of jobs and millions in tax revenues. Institutional purchasing is one way to start in order to help businesses expand capacity with limited risk (e.g., the state, UVM, FAHC, prisons, state colleges, public schools, etc.). The state should invest in facilities and equipment to get the ball rolling.
7. Child care: We know the value of quality early childhood education for kids. What is rarely discussed is that the labor market doesn't work without child care. Businesses are direct beneficiaries but pay almost nothing to support this essential service. We need to expand capacity, improve quality & wages, and increase subsidies for low-income families. We need a statewide fund similar to UI and Worker's Comp. A contribution (yes, a tax) of $0.10 per hour per employee ($4.00/wk for a FT worker) would raise about $40 million annually. The cost is so small that it would have virtually no adverse impact on business payrolls. [BTW - The child care industry employs 5,000 people in VT. Total economic impact is about $450 million per year.]
8. Energy: Again, plug the leaks with locally produced power and increased investments in energy efficiency (job creation, reduced costs for businesses, and much greater multiplier effects than imported power). In addition, public power works: not for profit rates and local control (see BED).
9. Creative economy: There's no denying the value of supporting the arts, crafts, and other creative activities. Culture pays AND enriches the quality of life.
10. Public pension funds: There is over $2 billion in the three funds but almost nothing is invested in VT. There are ways to repatriate some of these funds for "economically targeted investments" that can provide safe and reasonable risk adjusted returns (e.g., affordable housing & telecom).
11. Downtowns / sprawl: Failure to get serious about this risks further degradation of our quality of life and jeopardizes Vermont's appeal for businesses, in-migrants, and tourists.
� 	Job growth is weak and not likely to return to earlier levels any time soon; many good jobs are being replaced with lower paying jobs; household income is stagnant or declining; income inequality is increasing, etc.


� 	-- Travel & Tourism regularly spends hundreds of thousands of dollars to study the tourist industry (usually ignoring the jobs & wages issue) but it has never been able to determine the cost-effectiveness of the millions we spend on marketing and advertising. [UVM tried but the report was withdrawn after JFO found the methodology was fatally flawed.] 


-- VEDA reports on the number of jobs created or retained but the figures are based on estimates from applications before the loans are made rather than verifiable data gathered after the loans. 


-- The VT Training Program hired an economist to estimate the economic impact of the program. He found that it created hundreds of jobs. However useful they may be, training programs do not create jobs.


� 	For example, the federal budget, interest rates, the value of the dollar, foreign wages, trade policy, etc.
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