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Another year, an-
other “new” legisla-
tive session, another 
season of Cubs base-
ball. Thus far, the sad-
dest bill proposed in 
the General Assembly 
allows Hoosier local 
governments to seek 
bankruptcy and man-
agement by a state-
appointed agent. This 
bill is a back-door con-
fession that the state’s 30-year war on local 
governments has succeeded. Bankruptcy is 
the flag of surrender and state management 
is occupation by a foreign power.

Ostensibly, this legislation is aimed at 
Gary, where fiscal shenanigans are not the 
art form they are in Indianapolis. Gary to-
day, where tomorrow? With so many com-
munities in financial distress, essential 
governmental functions are starving for 
dollars and leadership.

It is difficult to head an agency no one 
wants to support, even if its activities 
are vital to the future of the locality. We 
know about the cutbacks in public safety 
and education across the state. But there 
are less-publicized problems of equal 
long-term importance.

For example, this may be the year eco-
nomic development in Indiana comes apart.

In the past, we have been entertained by 
annual reports of the state’s Indiana Eco-
nomic Development Corp. telling us about 

more jobs than ever promised and more 
capital investment than ever on the drawing 
board. But what is happening on the local 
level? Are all new or expansion projects the 
result of action by the state agency? Doesn’t 
any credit go to local economic develop-
ment organizations? Are there deals made 
without the state’s gentle touch?

It is no secret that many LEDOs find 
the IEDC high-handed, secretive and 
uncooperative. In most cases, the IEDC, 
however, is trying to protect the client’s 
confidentiality with the implication that 
local groups have loose lips.

All the wondrous news out of the IEDC 
leaves the impression that LEDOs may be 
unnecessary and counterproductive. This 
concept is perfectly in accord with the fi-
nancial squeeze on businesses and local 
governments. Why put up money for some-
thing the state covers so well without local 
input? When the IEDC brings the client to 
town for the ribbon-cutting, the mayor and 
the county council president will get an op-
portunity to utter some clichés; if the gov-
ernor shows up, they may even get on TV.

When many LEDOs were formed in 
the early 1980s, the motivation was to 
restructure the local economy after the 
loss of significant firms. Those job and 
payroll losses endangered other local 
businesses and a severe, protracted slump 
could be anticipated locally. Leading citi-
zens and government officials responded 
by supporting the LEDO movement.

In the next few years, there is a strong 

chance we will see many LEDOs sub-
merged into regional groupings. Others will 
be swallowed by chambers of commerce. 
Still others will be split, so that one part is 
under the city and another under the county.

Because money is hard to find, some 
LEDO boards may decide to assign a fun-
draising task to the economic develop-
ment professional they hired to head the 
LEDO. This is like asking the surgeon to 
raise money for the hospital.

Today, LEDOs throughout the state 
will be easy targets to scale back because 
they are “too expensive.” The economy 
today, however, demands that LEDOs be 
strengthened, not weakened. Competition 
will be intense for business expansions in 
2011 and 2012. The best-prepared com-
munities will have a strong advantage 
with a LEDO that has sustained support 
and a knowledgeable, flexible staff.

It will take more than simple property 
tax abatement and a welcoming smile to 
attract today’s business executive to My-
town, Indiana. A community ready for a 
new firm or an expanding company has a 
LEDO staff with the knowledge and skill 
to match the community’s resources to 
the needs of the searching firm.

That knowledge and skill do not sur-
vive a starvation budget and a minimalist 
mission.•

Marcus taught economics for more than 30 years 
at Indiana University and is the former director of IU’s 
Business Research Center. His column appears weekly. 
He can be reached at mmarcus@ibj.com.

Our economic development is endangered

During his last 
campaign, Gov. Mitch 
Daniels pledged to in-
crease Indiana’s per-
capita income. His 
pledge was consistent 
with public-private ef-
forts to attract and de-
velop high-wage jobs 
in technology and the 
life sciences.

Unfortunately, de-
spite the governor’s 
pledge, the dollars spent by public-private 
entities and the recession, Indiana’s per-
capita income has not risen. When per-cap-
ita income is evaluated in the context of the 
city’s and state’s ability to remain competi-
tive, it is clear we must sharpen our focus.

Income and sales taxes provide roughly 
75 percent of state government revenue, 
which funds education, infrastructure, 
Medicaid and other essential services.

Indiana pays lower hourly wages for 505 
of the 657 occupations surveyed by the U.S. 
Bureau of Labor Statistics’ Occupational 
Employment Statistics. In total, Hoosier in-
comes are about 85 percent of the U.S. aver-
age, but the cost of living in Indiana is about 
92 percent of the U.S. average. This deficit 
is a contributing factor to the “brain drain.”

Because technology-driven occupations 
are fewer in Indiana and may pay less than 
the U.S. average, our efforts to attract these 
jobs at wages above Indiana’s current av-
erages, but below national averages, do 
not help the state cross the insidious gulf 
between Indiana’s per-capita income and 

the national average. While any new Indi-
ana business that pays its employees more 
than the current statewide average raises 
Hoosier incomes, it doesn’t help unless it 
pays more than the national average. The 
widening gulf between Indiana and the na-
tion threatens our ability to fund schools, 
parks, libraries and infrastructure at na-
tionally competitive rates.

Only 81 occupations included in the sur-
vey pay more in Indiana than anywhere else 
in the country, and 34 of those 81 are in 
manufacturing production, which includes 
automotive parts, medical devices or plas-
tics. Typically, manufacturing facilities re-
quire significant capital investments, thereby 
benefiting the state and local community—
high-wage jobs that generate proportionate 
sales and income taxes for the state and so-
phisticated facilities that generate property 
taxes for the local community. Property 
taxes provide the majority of local govern-
ment funding for libraries: one institution we 
rely on to produce citizens, qualified work-
ers, entrepreneurs and civic leaders.

If Indiana is to cross the per-capita in-
come divide, we should pursue an indus-
trial policy that rebuilds Indiana’s manu-
facturing base. Above-average wages 
reflect Indiana’s skills and capabilities in 
manufacturing. 

Despite national policies that may facili-
tate the transfer of manufacturing capabil-
ity to low-cost environs, Indiana can look 
to Oklahoma for a model on how to rebuild 
its manufacturing base. Oklahoma’s effort 
to build and create high-wage manufactur-
ing jobs has created 400,000 jobs since 

1993, nearly double the number of manu-
facturing jobs Indiana has lost since then.

Recently, Oklahoma tightened its focus 
by providing greater incentives to com-
panies that provide jobs with an average 
annual salary of at least $94,000: nearly 
three times Indiana’s average wage and 
almost double the national average. 

An aggressive industrial policy focused 
on high-wage production jobs provides 
a compound benefit to Indiana. It helps 
Indiana fund elementary schools, state 
universities and services to the elderly, 
infirmed and handicapped. Because Indi-
ana has a flat income tax and one of the 
highest sales taxes in the country, we must 
recruit and develop more of these jobs.

An industrial policy also helps local 
communities. Without enhancing the tax 
base, local governments will find it difficult 
to fund libraries, police and trash services 
under property tax caps. We should not 
abandon efforts to create technology and 
life sciences jobs; however, they should be 
a secondary objective. In Indiana, we are 
really good at making things—and that is 
the future of our economy and way of life.•

Williams is an Indianapolis-based entrepreneur and busi-
nessman, who is active in many community organizations.

Indiana must overcome wage gap

eye on the pie

Morton Marcus
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Leave fund alone
In reading the editorial, “Let’s consider 

tapping bank fund,” in the Jan. 3 issue, 
several corrections are appropriate. First, 
while the dollars that comprise the Public 
Deposit Insurance Fund were the result of 
insurance premiums paid by commercial 
banks from 1937 to 1985 and earnings 
on that money, it is not a bank fund. It is 
a taxpayer fund. These dollars were set 
aside for the exclusive purpose of protect-
ing governmental units from the possibil-
ity of a devastating loss as a result of a 
depository institution failing with depos-
its above the amount guaranteed through 
the Federal Deposit Insurance Corp.

Second, the editorial indicates that 
PDIF is a dormant fund. It is not dormant. 
It continues to serve the same purpose to-
day that it served in 1937, when visionary 
leaders of the General Assembly in the 
wake of the Great Depression wanted to 
assure that taxpayer money was safe.

Third, the editorial indicates that the 
fund has not been tapped for nearly 20 
years “in spite of the avalanche of bank 
failures.” The “avalanche” has been a sin-
gle bank in Indiana. 

Fourth, Indiana is not the “only remain-
ing” state with such a fund; it is the only 
state that ever had such a fund. The fund 
has worked very well for nearly 74 years. 
Many of the same reasons that existed in 
1937 continue to exist in 2011. 

Fifth, the need for the fund is not ques-
tionable. The fact that the fund can now 
require collateral from higher-risk depos-
itories does not guarantee that an institu-
tion which has not pledged collateral will 
not fail.

Banks have put money into the fund 
with the expectation that public monies 
would be protected. Had they anticipated 
a theft of those dollars by the Legislature, 
they would never have put money into the 
fund. This proposal is a de facto tax on 
banks, plain and simple.

S. Joe DeHaven
President and CEO

Indiana Bankers Association

The Public Deposit Insurance Fund, In-
diana’s state-based backup to the Federal 
Deposit Insurance Corp., has served its 
purpose for more than 70 years, and ef-
forts by some Indiana lawmakers to raid 
this fund are misguided (“Daniels, bank-
ers may spar,” Dec. 27).

The state collected money in the PDIF 
for the purpose of insuring bank deposits; 
it should not use those funds for other pur-
poses. Although the PDIF has not been 
used extensively, the near-elimination of 
privately provided deposit insurance over 
the past few years, coupled with a near-re-
cord number of bank failures, means the 
PDIF increases the stability of Indiana’s 
banking system. The fund should stay in 
place.

Matthew Glans
Legislative specialist 

The Heartland Institute, Chicago  
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	 Creating technology 
and life sciences 
jobs should be a 
secondary objective.


