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Thomas Jefferson Institute for Public Policy 
 
 The Thomas Jefferson Institute for Public Policy is a non-partisan research 
and education organization devoted to improving the lives of the people in 
Virginia.  The Institute was organized in 1996, and was the only state and local 
government focused public policy foundation in Virginia based on a philosophy of 
limited government, free enterprise and individual responsibility.  It is a “solutions 
tank” seeking better ways to accomplish the policies and programs currently being 
undertaken by state and local government – always based on the Institute’s 
underlying philosophy. The first study was published in February 1997. 
 
 The work of the Thomas Jefferson Institute for Public Policy is geared 
toward educating our political, business and community leadership about the issues 
facing our society here in Virginia.  The Institute offers creative solutions to these 
problems in a non-partisan manner. 
 
 The Thomas Jefferson Institute is a fully approved foundation by the Internal 
Revenue Service.  It is designated a 501 ( c ) 3 organization and contributions are 
tax-deductible under the law.  Individuals, corporations, associations and 
foundations are invited to contribute to the Thomas Jefferson Institute and 
participate in our programs. 
 
 For more information on the programs and publications of the Thomas 
Jefferson Institute, please contact: 
 

Thomas Jefferson Institute for Public Policy 
9035 Golden Sunset Lane 

Springfield, Virginia 22153 
703/440-9447 

email: info@thomasjeffersoninst.org 
website: www.thomasjeffersoninst.org 

 
 

 
This study, “Blueprint for Virginia:  Ideas for Improving the Commonwealth,” is published by 
the Thomas Jefferson Institute for Public Policy.  This paper does not necessarily reflect the 
views of the Thomas Jefferson Institute or its Board of Directors.  Nothing in this study should 
be construed as an attempt to hinder or aid any legislation. 



  

Foreword 
 

 
 A new Governor takes office on January 14, 2006 and a new House of Delegates will be 
sworn into office on January 11th.  The next four years will be challenging ones for our state.  
Major issues face our people and we must work hard to find common ground where a 
Democratic Governor, Tim Kaine, and the Republican General Assembly can move our state 
forward. 
 
 The Thomas Jefferson Institute outlines in this Blueprint for Virginia’s Future: Ideas for 
Improving the Commonwealth a set of proposals that deserve careful consideration. 
 
 Six areas are covered in this Blueprint:  transportation, K-12 public education, 
government reform, environment, technology and immigration.  The authors are well-respected 
experts in their fields and offer suggestions they feel are needed to make our quality of life here 
in the Commonwealth of Virginia better than it is today. 
 
 These areas of public policy were selected because they are among the most important 
facing our citizens at this time.  These areas impact directly on our lives and our businesses and, 
because of that, they determine our quality of life we enjoy as Virginians. 
 
 This Blueprint for Virginia’s Future is offered as an outline for programs and policies 
over the next four years of the Tim Kaine Administration.  These ideas are good, solid and well 
thought out.  They deserve serious consideration and healthy debate.  Over the coming years the 
Thomas Jefferson Institute will continue to promote ideas such as these in an effort to bring new, 
creative and doable ideas for change to our leaders, elected and otherwise, here in Virginia. 
 
 These ideas are those of the authors and do not necessarily reflect the views of the 
Thomas Jefferson Institute for Public Policy or its individual Board of Directors.  However, these 
ideas are brought to the table of public discussion because they are worthy of serious discussion 
and debate.  All of these ideas fall within the Mission Statement of the Jefferson Institute which 
advocates limited government, individual responsibility and free enterprise.  None of these ideas 
are meant to promote a specific piece of legislation although it is hoped that our elected officials 
will take these ideas and craft them into necessary laws, regulations and executive orders if they 
agree that these ideas are worthy of becoming public policy. 
 
 Please visit our website for other publications and guest columns by the Thomas 
Jefferson Institute for Public Policy:  www.thomasjeffersoninst.org or contact us through email 
at info@thomasjeffersoninst.org. 
 
 
      Michael W. Thompson, Chairman and President 
      Thomas Jefferson Institute for Public Policy 
      January 2006 
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Blueprint for Transportation 
Ideas for the Future 

 
By:  Alan Pisarski 

 
 

THE GOAL 
 

As a starting point we need to begin with some sense of what our goal is.  The 
goal for transportation should be to reduce the effects of distance as an inhibiting force in 
our society’s ability to realize its economic and social aspirations.  The great benefits of 
transportation and communications are to destroy distance.  We have not succeeded but 
are making amazing progress toward that end.   Too often today transportation goals are 
couched in negative terms – stop fuel use, stop pollution, stop fatalities, stop using 
resources – all of these are desirable conditions, of course, but they all can be met by 
everyone staying home.  We have to agree that our transportation goals relate to 
improving mobility for people and goods within the state.  That is what is important 
about transportation and why it is so strongly associated with economic health and 
greater social equity.   
 

THE STATE’S RESPONSIBILITIES 
 

States and their governors are uniquely positioned regarding their transportation 
roles and responsibilities – mid-way between the distant federal government providing 
money and mandates on one side and by local governments who are closest to the 
everyday problems on the other.  Governors are often challenged to address economic 
development issues in the broadest and yet most specific terms.   The state must 
recognize that there are at least four activity levels at which transportation functions 
within the state, each of which affects the state’s well-being in different but inter-
connected ways.  The state is inextricably involved in all four and its plans and priorities 
must reflect that.  These four1are identified below: 
 
1.  National and International Flows -- Virginia must recognize that it plays a central 
role in the flows of commerce in the nation involving both passengers and freight.  I-95 is 
the nation’s main street.  The state has national ports – both sea and air – that are major 
portals of national and international commerce.  As such the state bears a responsibility to 
support that commerce in ways that serve the needs of the national well and enhance 
national well-being without jeopardizing state interests. 
 
2.  Intra-State Flows -- Perhaps of greatest concern to a governor are the flows of 
passengers and goods that move between major centers within the state.  These are the 
economic drivers of the state.  Our metropolitan areas are our economic engines and 

                                                 
1 originally developed by the author in a previous study by the Thomas Jefferson Institute for Public Policy 
prepared for the Virginia Chamber of Commerce 
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connecting them effectively makes the state stronger economically and socially.  Further, 
linking rural and urban areas better will serve both and enhance life-styles in both areas.   
 
3. Metropolitan flows -- As noted our metropolitan areas are our economic engines.  It 

is critical that the market-sheds around those metropolitan areas be sustained in terms 
of ease of access to markets, to suppliers and for consumers’ access to jobs and 
housing.  It isn’t the extra three minutes it takes to get home from work that matters 
so much as the loss of job access in a 30 minute radius or the decline in suppliers or 
customers in a 20 or 30 minute radius.   

 
4. Community activities -- Ultimately we all operate at a community scale, whether 

taking our children to music lessons or the doctor’s office.  These are the trips that 
knit our communities together and are central to our daily well-being.  Often the key 
issues here are the safe and productive interactions between vehicle-based travel and 
walking, biking and transit. 

 
County Connectivity – A Virginia hallmark 

 
Recent statistics make the point that Virginia is unique in the ways it 

interconnects within the State.  In the nation on average about 27% of workers leave their 
home county to go to work each day.  This has risen sharply since 1990 when it was 
under 24%.  About half of all the new workers added on the national scene from 1990 to 
2000 worked outside their county of residence.  Virginia is very close to twice the 
national average.  In our state 52% of employees work outside their county of residence. 
No other state is above 50%.  The next closest are Maryland and New Jersey at around 
45%.  In part this may be an artifact of the county structure but there is no denying that it 
demonstrates how interconnected our state is and how critical it is to serve state-wide 
travel needs. 
 

The further argument can be made that there would be significant benefits if 
people lived closer to work or worked closer to home.  The short response is that those 
days when people worked on farms, lived in the back of their shops, or lived in tenements 
just outside the factory gate are gone forever.  As jobs become more specialized it must 
be expected that they will be harder for people to live next door to where they work. 
People change jobs more frequently today and cannot move every time they shift jobs.  
About 70% of workers live in households with at least one other worker.  Whose job are 
they going to live next to?  But the key point is that, as an example, the northern Virginia 
area -- with its highly specialized jobs -- needs a very large commuter shed of workers 
measuring hundreds of thousands within a half hour of job sites.  That’s what generates 
so much of the immense job productivity of the region.  If each county kept its workers at 
home they would be a collection of hamlets living adjacent to each other rather than the 
tremendous economic engine they are.     
 

Certainly the option to be able to live close to work should exist and where people 
find that option desirable we should be sure it is not precluded or inhibited by 
inappropriate regulation. But the main focus is to permit people to live where they want 
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and work where they want. Such a goal would almost certainly lead to a happier and 
more productive society.  Any public policies that might inhibit that bear an immense 
burden of proof.  
 

RESPONDING TO THE FUTURE 
 

Virginia has added almost 100,000 people per year since 2000.  We also have 
added almost 50,000 new housing units and more than 30,000 new workers each year. 
While all Governors love to take credit for new job creation, it becomes less attractive 
when it is recognized that each new job equals one more commuter competing for space 
in an inadequate system. 
 

The figure below shows that average work trip travel times continue to increase 
throughout the state.  Perhaps more significant than the travel times is that the state is 
close to failing on two key measures I employ to gauge work travel as shown in the table.  
 

MEASURE GOAL  VIRGINIA 
Commuters taking less than 20 minutes 50% 40% 

Commuters taking more than 60 minutes 10% 9% 
 
The state is well below the 50% mark in those commuting less than 20 minutes and 
approaching the 10% level, with about 300,000 workers commuting more than 60 
minutes.  Another key measure is the number of workers leaving for work before 6 a.m. 
where again Virginia is failing.  
 
 
Figure 1 
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It isn’t just the fact that people will get home a few minutes later than a decade 
ago it is the loss of workers and suppliers within a half hour of employers, the loss of jobs 
within a half hour of home, the loss of reliable deliveries and travel times that reduce the 
state’s viability as a place to live and work.  (will this and other charts reproduce in black 
and white?  Can you re-craft into black and white so the contrast is proper for viewing?) 
 
There’s More To Transportation Than Just Commuting 
 

One of the great weaknesses of the discussions concerning transportation in the state 
and most particularly in Northern Virginia is to fail to discuss transportation in its full 
scope.  Below are listed the eight main areas of transportation that need to be recognized 
and appreciated in any discussion. 
 

o Commuting 
o Other Local Travel (school, shopping, medical, social, recreational) 
o Long Distance Travel and Tourism (business and leisure) 
o Services (power, phone, cable, sewer, water, repair) 
o Public Vehicles  (military, government, post office, trash, ambulance, fire, police) 
o Urban Goods Movement (food, construction, business materials) 
o Thru Passenger Travel  (bus, air, rail, auto) 
o Thru Freight Travel (rail, shipping, truck) 

 
Too often we say we will address transportation and immediately forget freight and 

talk passenger travel; then we forget other activities and jump to commuting; and launch 
into debates about highways vs transit.  First we must recognize that commuting, while 
an immensely important barometer of travel problems is today a small (circa 20% of local  
travel) and declining share of passenger travel. Not that it is declining.  It is growing but 
other trip purposes of travel are growing much faster. We too often forget the important 
flows of the service and public vehicle fleets.  Our road systems would look a lot like 
they do now if our only need was to serve those fleets.  The importance of freight cannot 
be underestimated. Truck travel is growing faster than passenger travel and its reliable 
flow is central to our state’s continuing domestic and global competitiveness.  The 
connectivity between air and trucking, seaports and rail and trucking are central to the 
effective operating of our state’s economic activities and our future attractiveness to 
industry.  
 
Key Passenger Issues  
 

One of the key background points to both passenger and freight issues is that 
many of the forces that drove dramatic increases in travel – the baby boom, women 
joining the labor force, new licensed drivers, the explosion in auto ownership, 
suburbanization of households and jobs are fundamentally behind us.  Travel growth in 
the future will key on shifting population location, the rising affluence of the population, 
the mainstreaming of minority and low income populations and the travel needs of 
immigrant groups.  These should be more manageable. It would be a disgrace if the 
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tremendous growth rates of the past, now largely behind us, should paralyze our taking 
action against current and future needs.   
 

Growing affluence and the value of time – More affluence means more travel, 
more trips of greater length using more high speed modes – the personal vehicle and air 
travel. As our society becomes more affluent the value of time will increase to employers, 
workers and households.  That means that the same transportation system service next 
year will be less acceptable than it was today.  Our system planning must recognize that 
the value of time will govern most personal decisions about transportation.   
 

Access to skilled workers – As the baby boom worker generation shifts out of the 
job market the need for workers and particularly skilled workers will be a key concern for 
state employers.  The job markets of the future will be keyed to finding, attracting, and 
retaining skilled workers. The workers will attract the jobs rather than the other way 
around.  The state must recognize this. It is the amenities that the state has to offer, 
including an acceptable and efficient transportation system that will attract and retain 
foot-loose workers and employers.  As jobs shift more and more to suburbs then rural 
populations begin to see access to metropolitan jobs as possible.  An important role for 
the state will be in assuring the integration of rural workers into the active labor force.   
 

Safety, safety, safety – Just as the baby boom generation’s aging affects 
employment, it will also have substantial impacts on safety. The first wave of baby 
boomers will begin hitting 65 at the end of this decade.  As noted above employers will 
be trying to retain these workers.  The safety needs of serving an aging driving population 
will be substantial.  Better signage, more forgiving road spaces, more effective traffic 
management must be a central concern.  National research has shown that  
implementation of all 22 elements of the American Association of State Highway and 
Transportation Officials (AASHTO).  Strategic Highway Safety Plan can reduce fatalities 
and injuries on the order of one/third.  Other nations have now improved to levels well 
below the US in accident and fatality rates. 
  

Security – strongly tied to the discussion later (re: systems management) recent 
events strongly reinforces the need for better control of the transportation system in times 
of emergency whether for evacuation or management of other serious emergencies.  We 
have long lost the focus on system redundancy which was a hallmark of concerns about 
our systems 30 years ago.  These must be reinvigorated as a major public responsibility 
of government.   
 

The role of transit – there are two key roles that transit can play in the state. One 
is serving as the centerpiece of new community planning, providing circulation services 
to users. Rather than spreading transit services thinner and thinner, like too little peanut 
butter for the bread, we should concentrate transit in selected high opportunity areas 
where high levels of service would actually make a difference. Households that wish to 
could opt for that life style choice.  The second role is perhaps more significant.  Transit 
resources should be focused on serving the needs of the low income populations around 
the state providing access to jobs and services to the car-less in both urban and rural 
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environments.  Services to high income commuters who we are trying to get out of their 
vehicles should be focused on those cost-effective situations where financial returns can 
make the case for the service.   
 

Access to housing – throughout the nation there is concern about the cost of 
housing, but it is rarely recognized that transportation plays a key role in assuring that 
affordable housing will be reachable.  In many cases it is the lower income populations 
and first time home buyers who trade travel time and cost for mortgage levels in finding 
better homes and lifestyles for their families.   
 
Key Freight Issues  
 

The cost of congestion – the state serves an immense amount of through traffic – 
both rail and trucking – much of it generated by or destined to the state’s ports.  While 
the provision of rail infrastructure is fundamentally a private function, the assurance of 
line haul highway capacity within and through the state is a state responsibility.  Future 
opportunities will exist to provide that capacity working with private sector road 
providers as well as by state means alone.   
 

Intermodal connectivity – in addition to being a line-haul long distance carrier the 
highway system has the central role in providing connectivity to all modes at ports and 
terminals at both ends of the distribution spectrum.  State studies need to identify where 
the gaps exist in the state’s multi-modal capabilities and move to address them 
aggressively. The payoffs will be substantial.  
 

Vehicle Interactions – many private vehicle users see trucks as threats on the road 
space.  Separation of road users particularly between trucks and cars can be a very 
desirable solution in safety, ease of operations and peace of mind.  There does not have to 
be an automatic presumption of separate toll roads for trucks, in many cases the 
development of private vehicle only parkway like facilities as alternatives to the 
Interstate, perhaps tolled, could be a very viable concept.  
 

THE NECESSITY TO ADDRESS ACCUMULATED  
INVESTMENT NEEDS 

 
One way to visualize the problems facing Virginia is via a thought experiment as 

shown in figure 2a.  That figure envisions a perfect system with no capacity problems and 
no physical condition problems, no deficient bridges or structures, etc. – a long way from 
where we are in Virginia. In that perfect system future costs would be a function of the 
actions of time. That would include: 
 

1. the actions of weather on the facility over time 
2. the actions of wear and tear as the facility is used over time 
3. the actions to respond to travel growth over time as new population and industry 

evolves.  
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One can foresee that there would be funds, probably sufficiently available, to address 
these problems over time, perhaps with the only exception of extreme levels of growth.  
As new industry and new population arrived they would participate in the funding.  The 
costs would be clear and the public would likely understand the necessity of addressing 
those costs. One could readily see a taxing mechanism to support the steady-state system 
of needs shown in the figure.  

 
Figure 2a 
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But our highway systems and other facilities are not perfect! They are burdened 
with bridge and road condition problems and with capacity problems. They are far from 
adequate from an engineering and economic performance perspective.  These problems 
are called a backlog because there is no further action of time for them to develop into 
investment needs. They are needs today. They were needs yesterday.  It is the failure of 
adequate resources that causes this backlog to exist and to grow.   Given this condition 
the set of investment needs out into the future looks more like Figure 2b which shows the 
impact of the backlog.  (For purposes of gaining a sense of scale, the present national 
highway backlog estimated by AASHTO in reauthorization analyses was approximately 
equal to 4 years of the total capital program.)  It would be safe to estimate that Virginia’s 
backlog is similar in scale, perhaps even greater.  A critical point to recognize is that such 
needs tend to get worse with time in that deficiencies not addressed on a timely basis 
reach a stage where rapid deterioration sets in.   
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Figure 2b 
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The benefits of spending down the backlog can be seen most clearly in the trend 
shown in Figure 3.  Here the national backlog of major bridge repairs was staggering in 
1992, with 120,000 structurally deficient bridges and 80,000 functionally obsolete 
bridges out of about 580,000.2  Using the additional funds made available in ISTEA and 
TEA-21 the structurally deficient bridges were attacked and in less than ten years brought 
down to the same level as the functionally obsolete facilities.  The key point is that one-
third of structurally deficient bridges were addressed and resolved in less than ten years.  
It is questionable whether the new program will have sufficient resources to continue 
working down the backlog at this pace.  
 
 
 
 
 
 
 

                                                 
2 A structurally deficient bridge is one that cannot safely or effectively handle the loads expected of it. In 
the absence of action it may need to have load limits set on it, have certain types of vehicles banned, or 
even be closed.  A functionally obsolete bridge is one that no longer is consistent in its service 
characteristics with the road it is a part of. It may lack the height or width requirements; or the curvatures 
may be inappropriate.  The obvious example is a two lane bridge connected to a four lane road.   
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Figure 3 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

At present the national picture indicates that more than 26% of bridges are 
deficient. In Virginia we are slightly better off at just above 25%, with more than 3300 
deficient bridges.  Still unacceptable levels.  The critical declines in travel times in the 
state are another indicator of a system performance backlog.  These examples are 
highway-based but parallel analyses would indicate that many of the state’s transit 
vehicle fleets are no longer at appropriate age levels for minimizing the costs of operation 
and maintenance.   
 

A critical question for Virginia, one echoed in other states as well, is that, given 
the kind of backlog we face and the benefits foregone from not relieving the backlog, 
how rapidly can we or should we try to spend-down that backlog?  For every year the 
backlog persists benefits are foregone.  For every year the backlog persists, costs rise 
from inflation and from the more rapid deterioration of the system left unattended. 
Fatalities and accidents occur. Fuel and time are wasted.  A critical question for the new 
administration will be quantifying and examining the backlog and providing a schedule 
for addressing it.  
 

At the same time there are costs to attacking the backlog.  These include the costs 
of borrowed money or diverted resources to fund an accelerated program as well as the 
dislocations from a program with a large acceleration of program funding in the near-
term likely followed by a tapering off.  Computer models simulating the best approach to 
dealing with the national backlog estimated that instead of the first five years of a twenty-
year national program containing a proportionate share of dollars, where each year 
represented 5% of the total, the program that maximized benefits expended 40% of the 
program rather than 25%.  This is equivalent to running eight years of the twenty-year 
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program in the first five years. There is perhaps no perfect answer to how fast the backlog 
should be spent down but benefit-costs analyses can help structure the program.  
 
Important options 
 

The state is a national leader in the development of systems management and 
operations technologies through its university research program.  These technologies hold 
immense promise for assuring more throughputs within the existing system and reducing 
some of the need for new infrastructure.  These technologies include:  the key area of 
incident management; better signage and information to travelers; better signalization 
timing and channelization of traffic; ramp metering, etc.  Aside from their very real 
congestion and reliability payoffs many of these approaches have been shown to have 
safety and air quality benefits as well.  Most significantly the public will insist that we 
have demonstrated that we have done everything possible to wring the maximum of 
service out of the existing system before launching into complex and expensive capital 
construction schemes.  They have the right to expect it.   
 

There are a host of early, low cost options that should be given every consideration. 
These include:  
 

o Greater emphasis on flex-time and telecommuting 
o Expanded private van pooling options 
o Greater support for carpools 
o Aggressively pursuing HOT lanes opportunities 
o Use of shoulders as a temporary expedient where safety permits 
o Use of reversible arterial lanes where safety permits 
o Regaining arterial capacity by reduced access and interference 
o Rapid response to accidents and more effective incident management saving both 

lives and delay 
o Exclusive Right of Way Bus Operations (BRT) 
o Adoption of rapid response to maintenance needs minimizing traffic effects know 

as “get in; get out; stay out. 
 

There are of course major capital investment options also that are clearly high payoff 
such as expansion of I66 inside the Beltway,  a new crossing to Maryland,  and possible 
double decking of major routes.  Many of these could be self-sustaining.  
 

America is seeing a resurgence in interest in tolling of road systems both by states 
and other levels of government but also by private vendors working alone or in 
partnership. Again Virginia has led in this area.  Every opportunity for private 
participation should be carefully considered.  Many are great opportunities.  It is 
particularly significant when considering addressing the backlogs the state faces.  These 
are needs generated by the present population for which they should and would be willing 
to pay to see addressed years sooner than otherwise possible.  There will be public policy 
questions arising in this arena as well to which the state must be mindful.  There will be 
gaps between public needs and private opportunities that must be recognized and 
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addressed.  The toll approach can be a very helpful supplement but it is no substitute for a 
sound state program.   
 

As we recognize the need to address congestion and other transportation goals these 
opportunities will provide the tools and resources to address the challenges.  As we 
succeed we will enable tremendous forces of economic opportunity and improved social 
prospects throughout the Commonwealth.    
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Blueprint for Excellence in Education 
 

By: Christian Braunlich 
 

Introduction 
 

 In a way, Governors Allen, Gilmore, and Warner had it easy. 
 
 While Allen and Gilmore had to fight to secure standards-based education in 
Virginia and Warner opposed his own party’s instincts in order to retain them, once those 
standards were in place the Old Dominion’s governors were able to achieve impressive 
improvements in K-12 test scores because the easiest increases are always the early ones 
– sort of like “skimming the cream” off the top.  
  
 Although state consequences were relatively de minimus, no school wanted to be 
“Accredited With Warning” so, in most school divisions, teachers learned to work 
together, cover the same subject areas, and ensure that students who left their charge 
knew more than before they walked into the classroom. 
 
 But the easiest part of improving the education of students is always the 
beginning.  Create a focus on instruction and the vast majority of students will respond, 
and respond well.  It’s trying to figure out how to help those last few students make the 
grade that is difficult, expensive, and requires doing things differently than you’ve done 
before. 
 
 Improving student performance in the future will require – 
 

 Improving academic measurement, so that the right students get the right help;  
 
 Improving teacher quality, so that the next generation of teachers is even better 

equipped than the wave of baby boomers now on the verge of retirement;  
 

 Creating new educational opportunities, so that parents and students not only take 
greater responsibility for their education but also find the right choices in an 
industry that’s always been “one size fits all.” 

 
These seem like only three small points, but they constitute a very large agenda for 

the next Governor.   And with only four years to get it accomplished, the time to begin is 
now. 

 
Value Added Assessment:  Building Accountability is Job One 

 
 Perhaps no better place to start is in building a strong accountability system.  
Being able to measure individual student progress allows a school to help students where 
they are weak and enrich them where they are already strong.  An accountability system 
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measuring individual student performance enables schools to reward teachers who are 
truly effective or superior and counsel (and terminate, if necessary) those who do damage 
to their students.  And an accountability system with clear transparency to it helps parents 
decide:  Is this school working for my child? 
 
 The difficulty with Virginia’s current accountability system, as in most states, is 
that it relies on a “snapshot” of students and schools, at one particular moment in time.  
Our current system does not take into account where students begin, or adequately 
measure the gain in scores by tracking a student’s performance. 
 

What the Current System Doesn’t Do 
 
 The problems with our current system are several: 
 
 First, student populations at some schools change dramatically from year to year, 
particularly where there is a high military or immigrant population.  In some schools, a 
mobility rate of 30 percent is not uncommon.  This means that a school’s performance is 
based on shifting populations that are not there from one year to the next.  Different 
students clearly have different performance levels. 
 
 Secondly, the reliance on school-wide achievement levels means that schools will 
– consciously or unconsciously – focus on helping those students most likely to hit the 
standards.  As others have pointed out, our current system is “tantamount to measuring a 
child’s height with a yardstick but acknowledging growth only when his or her height 
exceeds 36 inches.” Those well above the “cutoff” are less likely to be challenged 
because they’ve already hit the mark; those too far below the “cutoff” are less likely to be 
helped because progress without passing is not measured. 
 
 Third, the current system cannot measure the impact of education in a single 
grade.  A 5th grade reading examination doesn’t just measure what happened in 5th grade 
– it measures the cumulative impact of all the good and bad teachers and curriculum that 
have affected that student in grades K-4.   
 
 Finally, state tests cannot measure the quality of instruction by factoring in a 
student’s or a school’s socio-economic status.  The son of two college-educated parents 
in a wealthy suburban school with an inferior teacher is likely to outperform the son of a 
single mother on welfare in one of our inner-city schools with an excellent teacher – but 
it is the substandard teacher who will get the credit for doing a good job. 
 
 Some of these issues were discussed in a previous Thomas Jefferson Institute 
study, Understanding Virginia’s Report Card:  Why Standardized Test Scores Vary from 
One Community to Another, published in 1997.  The study can be found at:  
http://www.thomasjeffersoninst.org/pdf/articles/va_report_card.pdf. 
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What a Value-Added System Could Accomplish 

 
 To have a true educational accountability system, we must be able to measure 
student improvement and the effects of not only outstanding, but also second-rate 
teachers and curricula.   
 
 Virginia’s new Governor must move toward a system of “Value-Added 
Assessment,” using test score data collected over a period of time to measure student 
performance.  All other reform measures – teacher quality improvement, school choice, 
curriculum reform – will be effective only if our accountability system allows us to 
measure growth and effective instruction. 
 
 Such an accountability system analyzes individual student performance, creates 
individual benchmarks of expected academic growth by taking into account 
environmental factors impacting that student’s ability to learn, and measures actual 
growth in a student’s learning against the expected growth from year to year. 
 

Moving to this model would allow educators to measure how much an individual 
student has learned over a specific period of time.  It would allow student data to be 
linked to specific teachers, thus permitting school systems to measure the effectiveness of 
each teacher and appropriately reward those who do a good job and sanction those who 
do not.  And it would help policymakers and educators to better evaluate the programs 
they put in place, eliminating those that do not work while focusing resources on those 
that do. 
 

Many of the components -- notably state standards, tests and curriculum 
alignments -- are already in place and Virginia is now in the process of creating 
individual identifiers for each student.  The next step requires identification and creation 
of a value-added system meeting the needs of Virginia. 

 
Virginia’s next Governor needs to put his muscle, and the funding necessary, 

behind getting the job completed – a task that will make subsequent reforms much easier, 
and much less expensive. 

 
 

Teacher Quality:  The Boom Goes Bust 
 
 With the rising tide of “Baby Boomers” approaching or at retirement age, 
Virginia will see a huge turn-over in teachers over the next several years – a trend 
exacerbated by evidence that young people today are career hoppers, not “lifers.” 
 

While these trends may not lead to a generalized teacher “shortage” (there is 
evidence that enough are coming into the pipeline to supplant those leaving the system), 
there is agreement that a scarcity of science, math, and special education teachers exists 
now and will continue in the near future.  In addition, rural school divisions face a limited 
number of applications and there remains a strong need for male and minority applicants. 
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 Sound policy changes in two areas would help alleviate this situation and, more 
importantly, improve the quality of teaching:  Broaden the applicant pool, and create 
incentives for those in critical needs areas while developing a new compensation system 
for teachers. 
  

Broaden the pool of teachers 
 

Virginians are fortunate in that alternative routes to licensure have improved 
dramatically in recent years.  Indeed, Virginia produces a larger number of alternatively 
certified teachers than many of its neighbors, but career switchers still find themselves 
confronted with expensive coursework requirements to be permanently certified, 
regardless of their background or their ability to handle a classroom.   
 
 Surely there’s a need to make certain teachers have the ability to instruct.  But 
certification alone doesn’t guarantee that ability.  Ask any high school student and they’re 
certain to give you examples of teachers who can’t teach, as well as Superstars.  
Meanwhile, overly restrictive conditions do prevent the hiring of eminently qualified 
teachers.  One Virginia school system rejected a retired military officer, a former college 
teacher with a degree in chemical engineering, from even being considered to teach 
Advanced Placement, college-level chemistry.   Instead, the school system backfilled 
with biology teachers, despite those teachers’ own admitted ignorance of the subject 
matter. 
 
 Teachers unions and education schools argue that such detailed certification is 
necessary to make certain children learn.  Yet, a recent objective national evaluation of 
Teach for America (TFA) teachers – who temporarily join the teaching world without 
education school credentials – demonstrated that their students “made 10% more progress 
in a year in math than is typically expected, while slightly exceeding the normal 
expectation for progress in reading.”  In fact, when compared only to the students of 
certified teachers and veteran teachers, the TFA students “attained greater gains in math 
and the same gains in reading.” 
 
 One route to alternative licensure might be to accept the American Board for the 
Certification of Teacher Excellence’s “Passport to Teaching” credential.  ABCTE 
maintains high standards and requires applicants to pass examinations in pedagogy and 
content knowledge.  While local school divisions would have the ultimate authority 
whether or not to hire such an applicant, the ABCTE’s professional assessment board 
(including Virginia’s former Assistant Superintendent for Assessment) has ensured a 
rigorous examination of a prospective teacher’s skills. 
 

Institute a 21st Century compensation system 
 

 Once in the teaching system, teachers are paid by a salary scale that considers 
years of experience and credit-hours earned, but not classroom performance or even the 
market value of their skills.  Fairly judging teachers on the basis of classroom 
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performance will require a move to Value-Added Assessment, providing an accurate 
measure of a teacher’s skills and enabling localities to accurately judge the effectiveness 
of their teachers.  Getting there will be a longer haul. 
 
 But paying more for those with skills that are hard to find is done now in the 
private sector, and can be duplicated in education.  Paying teachers uniformly is what 
drives science and math teachers to the high tech world when the economy is good, and it 
is a reason many teachers are less likely to become instructors for the harder-to-teach 
special education student.   
 

Paying more for certain skills need not lead to a fragmented salary schedule:  
Superintendents and School Boards could easily be empowered to award additional 
seniority credits to teachers in high-demand disciplines, while still preserving a uniform 
pay scale.  Or, in the alternative, the state could provide additional funding for teachers 
with scarce skills.  Either way, Virginia’s new Governor should design a program to 
reward teachers in fields where the work is more difficult or the skills in greater demand. 
 
 Over the last 50 years, the labor market for teachers has changed.  High ability 
women and minorities, who once had few options other than teaching, are now able to 
secure the high-paying jobs once closed off to them.  But the resulting ratcheting-up of 
teachers salaries will not, by itself, ensure a high-performing teacher workforce. 
 
 Instead, the new Governor must take steps to widen the pool of qualified 
applicants by lowering bars to participation, and make certain we pay them on the basis 
of their skills and what they accomplish – not on the basis of “time served.” 
 
 

Creating Educational Opportunities for All 
 
 Across the political spectrum, there is general agreement that every child has a 
right to a good K-12 education. 
 
 Unfortunately, consensus breaks down when the conversation moves to 
discussing the vehicles for education.  One side defines “public education” as education 
provided solely by public, government-run schools.  The other re-defines “public 
education” as the general education of the public, from whatever sources work best. 
 
 In 2005, a click of the “remote” brings cable and satellite viewers 300 channels 
from which to choose.  Americans have choices in everything from soap to internet 
providers to overnight shippers.  Even government-financed programs like Medicare or 
federal student aid permit beneficiaries to decide which doctor or college would serve 
them best.  And Virginia’s Tuition Assistance Grants (TAG) help students choose to 
attend private Virginia colleges by offering financial assistance – a “voucher” by any 
name. 
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 The primary exception to market choice is K-12 education.  It is the one 
institution insisting that “one size fits all” and that the government has the best solution 
for how to educate children under 17 years of age. 
 
 Educational choice is not a silver bullet.  It will not solve all of education’s 
challenges, nor will it solve every student’s educational problem.  
 

But it does accomplish two tasks.  First, it helps parents find the right school for 
their child.  Different children learn in different ways:  A child who needs more phonics 
won’t find it in a school only using whole language.  A child with disciplinary problems 
needs greater attention than he or she might find in a traditional public school.  Children 
with gifts for music, art, or science need an opportunity to explore and grow those 
abilities.  Children with special education needs, in particular, often require focus and 
instructional methods that are nearly impossible to meet in a public school setting. 
 
 In addition, parents have other reasons for making choices about their child’s 
education:  They may prefer a stronger religious foundation, a different academic 
calendar (perhaps one starting before Labor Day, which is prohibited in Virginia public 
schools), more experiential learning, or stronger discipline. 
 
 Not even the best public school can accommodate all of these differences. 
 
 Secondly, educational choice provides the ultimate in accountability systems:  
Given a choice, parents will gravitate towards a school that effectively educates their 
child.  Instead of a “top-down” education system, accountability will shift to parents as 
customers, and in order to accommodate parents and students, all schools – including 
public schools – will ultimately need to be given greater autonomy and resources to meet 
those needs. 
 
 That has been the case wherever educational choice has grown sufficiently to 
create pressure on the traditional public school system.  In Milwaukee, more choices for 
parents resulted in higher public school enrollment, more financial support, and higher 
academic achievement in the public schools.  Milwaukee Public Schools scores on state 
standardized tests increased in 12 of 15 categories, the annual high school dropout rate 
declined by 37 percent, and real spending per pupil grew 35 percent while state support – 
adjusted for inflation – rose 66 percent.  In Florida, the A+ Plan drove that state’s lowest 
performing schools to enact innovative programs such as an extended school year, 
increased reading specialists, and one-on-one tutoring programs. 
 
 Shouldn’t Virginia’s school children have the same benefit? 
 

Who Needs Choices? 
 
 Every student could benefit from added choices.   But some students have greater 
need:  Some have never had choices, their choice of school decided by the zip code in 
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which they must live; others, by virtue of a handicap or special need, find it nearly 
impossible to identify a public school that fits their requirements. 
 

Educational choice can take a variety of forms.  In Florida, four different “choice 
programs” exist for students, providing choices for nearly 30,000 K-12 students (and a 
new pre-k program offering choice for 140,000 pre-school students).  In Milwaukee, a 
student can choose from among public charter schools, contract schools, state and 
district-wide open enrollment, district specialty schools, private schools, and traditional 
neighborhood schools.  Similar choices exist in Cleveland and other areas. 

 
To be effective, Virginia should offer a similar robust set of choices. 
 

Vouchers or Tax Credits? 
 
 Considerations for any form of choice beyond increased charter schools include 
the constitutional considerations, restrictions and regulatory results of different forms of 
choice. 
 
 One form of choice for parents comes in the shape of vouchers, or a direct grant 
provided from the state treasury.  A voucher structure makes funds immediately available 
to parents and would likely be easier to administer.  But Virginia is a “Blaine 
Amendment” state.  Named after 19th century Congressman James Blaine, who proposed 
anti-Catholic amendments to prevent assistance to children attending parochial schools, 
the amendment to Virginia’s state constitution prohibits even aid for non-religious 
activities in a religious school.  Any Virginia voucher program, then, would immediately 
prevent parents from using it to attend a school with a faith-based sponsorship, despite 
the fact that this constitutes the majority of private schools in Virginia. 
 
 A second form of choice for parents is tax credits – either offering a direct credit 
against income taxes for parents choosing to send their children to a nonpublic school, a 
tax credit for contributions to scholarship organizations offering scholarships to low 
income parents, or a combination of the two.  Because tax credits do not involve the use 
of funds which have first passed through the state treasury, they generally avoid the 
challenges presented by Virginia’s Blaine Amendment. 
 

 
 

Special Education Vouchers 
 
 One cohort of students facing increasing challenges is the Special Education 
community.  While new research and techniques provide increased hope for the most 
challenged students, these advances are often too expensive for most traditional public 
schools and result in tuitions beyond the means of many parents who might opt for 
private school. 
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 Governor-elect Kaine should fight to increase options for these students.  Three 
such choice programs currently exist in the country:  Florida’s “McKay Scholarship” 
program offers an average $6,000 scholarship used by nearly 16,000 Florida students; 
Ohio’s pilot program for children with autism was expanded beyond the pilot this year, 
offering vouchers of up to $20,000 per student; and Utah’s recently-enacted “Carson 
Smith” scholarship is modeled largely on the Florida program. 
 
 While a program for Virginia requires a more detailed proposal than can be 
presented here, a basic outline of such a proposal should include –  
 

 A full, state-wide program, rather than a pilot.  Given the range of incomes and 
disabilities in Virginia, a pilot program would severely limit any ability to analyze 
results. 

 

 Use of a voucher, rather than a tax credit.  Because of special education’s high 
cost, a tax credit would limit users largely to higher income parents and result in 
fundamental economic inequities.  The same cost would limit the number of 
scholarships that might be offered by any scholarship organization, reinforcing 
the same inequities. 

 
But a voucher program would preclude students who might receive services in a 
faith-based educational institution.  However, since fewer of these institutions are 
in a position to provide services for students with more severe disabilities (and 
costs are lower for less severe disabilities), a number of limitations would help 
ensure capacity for those special education students in greatest need, among them: 
 
o Limiting eligibility for vouchers to certain special education categories, such 

as (for example) autism, mental retardation, severe disability, emotional 
disturbance, and traumatic brain injury.  

 
o Providing opportunities for students identified as Learning Disabled through a 

tuition tax credit program to include the use of scholarship organizations.  
Because the costs for these students are less than the cost for, say, a child with 
autism – and because the public school diagnosis of “learning disabled” 
frequently masks a more easily conquered reading disability – students in this 
classification can be accommodated without need of a voucher program. 

 

Scholarships for Low Income Students 
 

 Low-income students are a second cohort of children frequently denied choices.  
Affluent families have choice because they can move to different neighborhoods, send 
their children to private schools, or supplement education with tutors and enrichment 
programs.  Lower income and working class families in Virginia are consigned to a 
specific school by virtue of their zip code. 
 
 But a personal tax credit will not assist these students.  Those who have little or 
no income have no taxes against which they can take a credit.  The students of these 
parents must be assisted by a scholarship organization designed to help them into the 
school (public or private) of their choice. 
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 And a scholarship tax credit aimed at low-income students would be a fiscal 
winner for most school divisions.  Because these students are usually harder to teach 
(having, in most cases, come to school less prepared to learn) and a scholarship to attend 
a nonpublic school would remove the costs of educating them from that public school, 
the savings from such a program would accrue to local school divisions.  The state cost of 
a scholarship program could be made either revenue neutral, or even provide a small 
financial benefit to state government. 
 

In January 2005, the Thomas Jefferson Institute issued a fiscal analysis 
demonstrating the overall savings from a Corporate Tuition Tax Credit.  That study may 
be found at http://www.thomasjeffersoninst.org/pdf/articles/Full_TTC_Study.pdf.  The 
analysis will be updated with new state aid figures in January 2006. 
 
 The next Governor, Tim Kaine, should assist these students, most of them under-
performing, in obtaining the means to select the best school for their needs.  Similar 
scholarship organizations exist in Pennsylvania, providing a model that might be 
replicated in Virginia.  While a corporate tax credit proposal must ensure the legitimacy 
of the scholarship organizations and the schools, the largest challenge will be determining 
the fiscal makeup of such a corporate tax credit.  Again, while a more detailed proposal 
cannot be offered here, certain principles should be maintained in  developing legislation, 
among them –  
 

 The tax credit for donating to a scholarship organization is most easily tracked 
and enforced as a corporate credit. 

 The scholarship offered should be high enough to make a difference.  Too low a 
scholarship will fail to help students.  Nationally, the average tuition scholarship 
is in the range of $2,500 to $3,500. 

 The credit should be high enough to incentivize corporations to make the 
donation.  The Pennsylvania and Florida programs offer credits of 100 percent. 

 The credit should not be so high as to create a net loss to the treasury.  Virginia’s 
average basic aid to students is about $2,700.  The range of aid is wide – from a 
little over $1,000 in one school division to nearly $5,000 in another. 

 
Finding the fiscal balance between these considerations will be a challenge for 

legislators, but is vital for the long-term success of the program and the future of the 
children it will serve. 

 
Personal Tax Credits 

 
 The easiest tax credit to administer will be a personal credit against individual 
income taxes.  Illinois, Iowa, and Minnesota all have similar programs, offering a 
personal state income tax credit for education expenses.  The amount of the credit vary 
from state to state, but generally apply to all education expenses including tuition, books, 
and lab fees.  The amount of the tax credit (or in the case of Minnesota, a tax deduction 
for higher income families) is capped. Other aspects (i.e., use in for-profit schools, 
expenses in conjunction with religious teachings or worship, use for field trips, etc.) vary 
from state to state. 
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 A personal tax credit has a number of benefits.  Most notably, it provides a broad 
credit that can be accessed by all parents helping to pay for their child’s educational 
expenses.  More than a half-million families – public school parents, private school 
parents and home-school parents – have used the credit or deduction in these three states.  
 
 A tax credit also avoids entanglements with the state Blaine Amendment and state 
regulation of private schools.  The educational decision-making process is left up to 
parents and, by providing financial assistance to them, offers added incentive for parents 
on the verge of choosing a nonpublic school for their child (and thus relieving the public 
schools of the larger expense of educating that child). 
 
 One downside of tax credits for tuition is that they require a higher level of 
commitment by parents.  Those who choose a private school must pay the tuition and will 
only be partially reimbursed at the end of the school year after filing their income tax 
return.  This may discourage lower income parents who may find it difficult to find the 
cash flow necessary for tuition.   One potential solution might be for the state to create a 
no-interest loan program for parents, and collect payment at the end of the year by 
withholding the loan amount from the tax credit. 
 

Creating Innovative Schools 
 
 In describing charter schools, the Code of Virginia uses the word “innovation” in 
three of seven goals; a fourth goal lists providing “parents and students with more 
options.” 
 
 Virginia’s current charter school law does neither.   
 
 Nationally, more than one million children attend more than 3,600 charter 
schools, but in Virginia only 264 students attend three charter schools – down from a 
high of eight schools just a few years ago. 
 
 One reason is simply the high level of regulations and restrictions on charter 
schools in Virginia.  Charter schools are public schools intended to be laboratories of 
innovation, free from regulatory restrictions.  In other states, a number of authorizing 
bodies exist (universities, colleges, chambers of commerce, etc.) and, once established, 
these schools operate free from a wide variety of governance regulations (i.e., hiring and 
supervision practices, curriculum, etc.)   
 

In Virginia, only the local school board can authorize a charter school which is a 
little like allowing General Motors to decide if Toyota should be allowed to sell in this 
country.  In addition, narrow interpretations of Virginia’s constitution (stemming from 
issues going back to the days of “Massive Resistance”) result in the inability of Virginia 
charter schools to operate as real incubators of change.  The Virginia Department of  
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Education recently cited the decision of Chesterfield Community High School to abandon 
its charter status because they needed “more flexibility … than is possible within the 
current charter structure.” 

 
But it doesn’t need to be this way. 
 

 Article VIII, Section 10 of Virginia’s constitution permits the General Assembly 
to “appropriate funds for educational purposes” for K-12 education to “public and 
nonsectarian private schools and institutions of learning, in addition to those owned or 
exclusively controlled by the State or any such county, city or town …” 
 
 Virginia’s new Governor and the General Assembly should pass legislation 
establishing a new form of public school choice:  “Partnership Lab Schools,” to be 
operated by colleges and universities located in the Commonwealth.  New schools such 
as these, operated by the colleges that train our regular K-12 teachers, could provide a 
host of new instructional innovations for students.  Partnership Lab School run by 
colleges could focus on low income students … or musically gifted students, students 
with scientific aptitude, or students at risk of not graduating high school at all. 
 
 While it would not be politically feasible to require localities to fund these 
schools, the per pupil expenses could be funded largely out of the state’s share of 
education in that school division from which the student came.  Categorical federal 
funding would follow the student and the General Assembly would need to add an 
additional revenue stream to sustain this innovation, in order to pay for costs typically 
borne by the local government. 
 
 Successful Partnership Lab Schools could provide exactly the kind of educational 
laboratories Virginia needs, adding new opportunities for students either unfulfilled or at 
risk of failure in the traditional “one size fits all” public school system. 
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Blueprint for Government Reform  
 

By Geoffrey Segal 
 

Moving towards a transparent, outcome based budget 
 

It is commonly understood that Virginia’s budget document needs to change.  The 
current document is largely opaque and fails to give the reader much information.   
 

Traditional state budgeting, which Virginia falls into, focuses only on the 
increase to a base budget and rarely on the ‘big picture’ questions that need to be asked.  
The argument by the current system is simple; that in order to maintain current service 
levels agencies need to spend what they did last year and an increase to account for 
inflation and population increases.  Put simply, this moves the discussion to the margins 
of spending—the annual spending increase requests from agencies.  Unfortunately, the 
other 90 to 95 percent of spending is left out of the debate and seldom is analyzed for 
their relative merits—it is generally assumed that the activities should continue to receive 
funding. 
 

Virginia ought to change the entire way it budgets—shifting away from this 
current opaque model and toward one that focuses on the investments government can 
make with its available resources and the outcomes it can achieve.   
 

In an effort to reinvent the budget the Council on Virginia’s Future was created to 
“measure Virginia’s current performance, prioritize our future goals and establish metrics 
to help measure our progress toward meeting those goals.”   
 

The Council is moving forward, making some progress, however, much work 
remains.  Recently the Council issued a report that outlines its vision and makes 
recommendations for how the budget should look.  In addition, it identifies performance 
measures that need to be incorporated into the budget process and ultimately reported in 
the budget document.   
 

This is a good start; however, it falls well short of what should and needs to be 
done.  After evaluating best practices from other states, one quickly notices that several 
key components are missing from the Council’s draft plan.  There are two significant, key 
deficiencies that can easily be fixed. 
 

First, data should include some sense of relative performance i.e., benchmark and 
historical information should be included.  It helps complete the “story” and makes it 
easier to identify service improvements (or failures) and shows how the Commonwealth 
stacks up with its competition—neighboring states. 
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Second, cost data including per unit of service should be included.  This data 
should be kept for historical purposes and available for public review.  This data is 
needed to make efficiency evaluations. 
 

The Council’s work has made significant progress and it should be commended 
for making tremendous strides to improve the Commonwealth’s current opaque budget 
process.  In addition, to be fair, the report that was issued was only a draft—perhaps in 
hopes of eliciting recommendations like these.   
 

Several states (and more cities and counties) are changing their views about 
government budgeting.  Priority or outcome-based spending treats spending as an 
investment—the type and amount of investment should change yearly as results, 
performance, and needs change.  Budgeting this way shifts the focus on the investments 
and what can be accomplished with available resources—when resources run out, 
spending stops.  Using this model, deficits are nearly impossible. 
 

The Priorities of Government (POG) model was first employed by Governor Gary 
Locke in the State of Washington in 2002.3  At the time, Washington was facing a 
potential $2.4 billion budget shortfall (approximately 10 percent of the size of the 
General Fund Operating budget).  While Virginia is not facing a deficit, this exercise 
could prove valuable to ensure effective spending decisions and prevent future deficits 
requiring reductions without careful analysis.  In Washington, significant changes were 
needed to plug the hole in the budget.  In an effort to make the most of limited resources 
and ensure that the most important governmental functions were properly funded, the 
Locke administration called for a top-to-bottom evaluation of what services the 
government provides and how. 
 

The administration identified a set of key results that citizens expect from 
government.  Government was reduced to ten major policy goals including: to improve 
student achievement in elementary, middle, and high schools; to improve the health of 
Washington citizens; and, to improve statewide mobility of people, goods, information, 
and energy.  Each and every government program or activity had to fit into one of the 
goals i.e., the program had to be tied to achieving a stated goal or desired outcome. 
 

Result teams were formed to analyze government activities in each of the ten goal 
areas.  In Washington, the teams were comprised of six to eight subject-matter experts 
from state agencies, and were led by the Office of Financial Management.  These teams 
analyzed and ranked government activities according to how well they achieved the 
desired outcomes as outlined in the ten governmental goals. The result teams were aided 
by a 10-member “guidance team” comprised of leaders of the public, private, and 
nonprofit sectors.  The guidance team was tasked with overseeing the prioritization 
process and reviewing the work of the result teams. 
 

                                                 
3 South Carolina Executive Budget, Fiscal Year 2005-06, January 5, 2005, p. 22, 
http://www.scgovernor.com/uploads/upload/ExecutiveBudget_2005-06.pdf.. 
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In order to aid in the decision-making process, result teams were each given a dollar 
allocation to serve as an upper spending limit for their purchase plans.  Washington 
reached a couple of key conclusions regarding the allocation limit: 

 The prioritization process is often more meaningful when the allocation is less 
than the amount currently spent in that area. 

 A dollar constraint encourages creativity, keeps proposals grounded in financial 
reality, and forces people to articulate priorities and choices.4 

 
The priority rankings established by the result teams were then used to develop the 

2003-05 biennial executive budget proposal.  Activities were funded from the top of the 
list down until the spending limit was reached.   
 

Since politicians, special interests, and bureaucrats often focus on narrow interests 
and spending priorities, ignoring the larger picture and the sacrifices necessary to 
accommodate those desires, perhaps the greatest benefit of POG is simply making 
budgetary priority and trade-off decisions clear to all. 
 

The benefits of adopting this model of budgeting are clear.  It focuses on results and 
developing statewide strategies for realizing goals instead of focusing narrowly on 
agency “silos.”  POG illustrates what investments are made, and what the state is going to 
“purchase” over the next budget cycle by establishing priorities and funding the most 
important programs. 
 

Perhaps most importantly though, POG understands that government cannot do 
everything—it presents trade-offs and cost-benefit decisions in a way that is clear and 
easy for decision-makers and citizens alike to understand.  Furthermore, that information 
is presented and utilized in a more relevant and useful way.  
 

Building on the work and progress of the Council for Virginia’s Future, a budget 
process that incorporates a priorities of government approach, and the further 
development of a transparent budget will serve the Commonwealth well. 

 
 

Developing an assessment tool for state programs and initiatives 
 

The Commonwealth needs a tool to evaluate programs and activities for 
effectiveness and efficiency.  While a more transparent budget will help, a program such 
as suggested below will weed out programs that have lost their purpose, cannot 
demonstrate results, or are relatively inefficient or ineffective compared to other 
programs.  The purpose is simple: to ensure that the Commonwealths’ spending decisions 
deliver the highest possible results and outcomes.   
 

In 2004 the General Assembly passed SB304, introduced by Senator Jay O’Brien, 
which became law.  SB304 implemented performance-based budgeting for drug and  
                                                 
4 Washington Office of Financial Management Web site, “Priorities of Government – What is it?” 
http://www.ofm.wa.gov/budget/pog/pdf/whatispog.pdf (as of October 12, 2005). 
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alcohol treatment as well as job training programs — essentially requiring agencies to 
fund only those programs that can demonstrate results and stop funding those that don’t 
or can’t. 

 
While SB304 is an important step it is just the tip of the iceberg.  All programs 

need to be evaluated under the same light.  The federal government created the prototype 
for this effort.  The Program Assessment Rating Tool (PART) is used to evaluate 
programs based on their purpose, strategic design, management, and results.  The Office 
of Management and Budget (OMB) takes these assessments into account while reviewing 
agency budget requests and the results are reported in the President’s budget submission 
to Congress. 
 

The PART analysis is a methodological, standardized, and evidence-based 
evaluation offering hard data on whether federal programs are doing what taxpayers are 
paying for them to do and assessing whether they are being managed properly.5  In each 
of the last three years, PART reviews have examined one-fifth of the federal 
government—over three years, nearly two-thirds of the federal government has been 
reviewed—and the administration expects to complete reviews of the remainder of 
programs by 2007 when the president submits his fiscal year 2008 budget proposal to 
Congress.6  

PART investigates the most important aspects of performance.  It enables 
managers to paint an in-depth picture of just what exactly they are achieving, or if they 
are achieving anything at all.  Agencies are scored as either “Effective,” “Moderately 
Effective,” “Adequate,” “Ineffective,” or “Results Not Demonstrated.”  At the federal 
level, PART represents a clear link between the rating and an agency’s budget.  
According to the Government Accountability Office, “OMB, through its development 
and use of PART, has more explicitly infused performance information into the budget 
formation process and increased the attention paid to evaluation and performance 
information.”7 

In fiscal year 2005, “effective” programs enjoyed an average budget increase of 
7.18 percent.  “Adequate” programs saw an average budget decrease of 1.64 percent, 
while “ineffective” programs were cut by a dramatic average of 37.68 percent.  In 
addition, 15 federal programs were eliminated for failing to perform and these resulted in 
more than $1 billion in savings.   
 

                                                 
5 For a list of questions used to evaluate program performance and effectiveness and differences between 
the FY 2004 and FY 2005 PARTs, see U.S. General Accounting Office (GAO), Performance Budgeting: 
Observations on the Use of OMB’s Program Assessment Rating Tool for the Fiscal Year 2004 Budget, 
Report No. GAO-04-174, January 2004, pp. 48-61, http://www.gao.gov/new.items/d04174.pdf. 
6 GAO, Performance Budgeting: States’ Experiences Can Inform Federal Efforts, p. 6. 
7 Ibid., p. 23. 
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Oftentimes, PART recommendations address program performance and 
management issues, rather than funding issues.  In fact, 82 percent of PART 
recommendations for fiscal year 2004 concerned program assessment, design, and 
management; only 18 percent were directly related to funding concerns.8 
 

While director of U.S. OMB, current Indiana Governor Mitch Daniels oversaw 
the design and implementation of PART.  It is no surprise then that the Governor is 
developing a similar initiative in Indiana.  While it has not officially been rolled out, the  
“PART-like” program will follow the general guidelines of its federal counterpart and 
should produce similar results, relatively speaking. 
 

Virginia should consider a similar program to find ineffective and unimportant 
programs.  Creation of this program goes hand in hand in developing an outcome based 
budget.  The lessons and guidance from SB304 suggests that it is just the first step toward 
full implementation on a government-wide basis. 

 
 

Utilizing performance audit and sunset commissions to deliver results 
 

A top-to-bottom review of state government functions and activities (a sunset 
review) is similar to HB1948 which passed last year.  Delegate Chris Saxman’s bill 
initiates a top-to-bottom review of business regulations to identify over burdensome and 
costly regulations for small businesses.  A sunset commission takes a much larger 
approach—reviewing the whole state government.   
 

For more than a dozen years, the state of Texas has used a Sunset Advisory 
Commission to conduct a regular assessment of state agencies.  Its primary function is to 
determine if various agencies are still needed. 
 

The commission was created to counter the natural growth of government.  Over 
time new programs and activities are added, gradually increasing the size and scope of 
government’s reach.  Seldom do legislative bodies ask the basic question: do an agency’s 
functions continue to be needed?  Most programs and functions may have been good 
ideas at some point—usually created to solve a problem.  Yet, rarely are programs re-
evaluated to see if the need still exists.  
  

Since the first review took place in Texas, 47 agencies have been abolished and 
another 11 agencies have been consolidated.  Estimates from reviews conducted between 
1982 and 2003 indicate a potential 21-year revenue-generation savings of $736.9 million.  
For every dollar spent on the Sunset process, the State has received $37 in return.9 
 

The following are examples of agencies that have been abolished: 
 Texas Aerospace Commission 
 Riding Stables Chapter 

                                                 
8 GAO, Performance Budgeting: Observations on the Use of OMB’s Program Assessment Rating Tool for 
the Fiscal Year 2004 Budget, p. 12. 
9 Texas Sunset Advisory Commission, http://www.sunset.state.tx.us/faq.htm 
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 Texas Energy Coordination Council 
 Texas Hospital Equipment Financing Council 
 Antiquities Committee 
 Good Neighbor Commission 

 
Not exactly a drastic “hit” on Texans’ quality of life.  The abolishment of these 

activities freed up resources for more important or higher priority programs or activities.  
  

In addition the Sunset Commission recommendations resulted in the consolidation of 
the agencies to better align mission and goals, for example:   

 Texas Department of Aging and Texas Department of Human Services 
 Texas Advisory Board of Occupational Therapy Examiners and Texas Board of 

Physical Therapy Examiners 
In addition to the Sunset Commission, Texas also uses a biannual “Performance 

Review” conducted by the State Comptrollers’ Office to find savings and efficiencies.  In 
2003, this report identified savings of $1.7 billion in general revenue funds for the next 
biennium.  The recommendations included everything from bringing agency staff and 
management ratios in line with those found in the private sector, to completely removing 
some agencies as they exist today from the bureaucratic books. 
 

Some of the Comptroller’s recent findings: 
 

 Eliminate the State Aircraft Pooling Board - $20,688,000 
 Increase State Employees Co-payments for Health Care - $205,200,000 
 Health and Human Services Commission should contract with a pharmacy benefit 

manager (PBM) to bring the most advanced cost management techniques to the 
Texas Vendor Drug program - $390,474,000 

 
This is the same process that Governor Arnold Schwarzenegger used in California to 

help balance the state’s budget upon entering office.  That effort netted over 1,500 
recommendations for savings of approximately $35 billion. 
 

Voters in Washington State just passed Initiative 900 that enacts performance audits 
of state and local governments.  
 

A performance review would be a much broader undertaking, looking at the whole of 
the Commonwealth’s government—its structure, its programs, and its activities.  The 
General Assembly considered a similar bill in HB2441 and HB1661 offered by Delegates 
Saxman and Lingamfelter respectively.  HB2441 was folded into the HB1661, and 
among other things it would have established a performance review with each new 
administration.  The review would have focused on the prioritization of program needs, 
return on program investment, effective program management, and effective, accountable 
fiscal management of state resources.  Unfortunately it did not make it out of the House.  
Bringing this measure back up, or an improved model, is a worthy goal in both the 
Virginia House and Senate.  
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Making the Commonwealth Compete 

 
“The fastest way to save money and increase value is to force public institutions 

to compete.”  That’s what the authors and government-reform experts David Osborne and 
Peter Hutchinson quipped in their recent book, The Price of Government.  Indeed, an 
overarching recommendation of Gov. Arnold Schwarzenegger’s Performance Review of 
California state government was to introduce more competition for government services. 
 
  Governments at every level, around the country, have introduced competition to 
find cost savings and greater performance.   
 

Virginia government has a long history with competition. Virginia created the 
Commonwealth Competition Council (CCC) and passed the Public-Private 
Transportation Act (PPTA) and the Public-Private Education Act (PPEA).  Building on 
these successes, two years ago the General Assembly passed HB1043, the Competitive 
Government Act.  The law required the state to generate an inventory of “commercial 
activities”—functions that are provided by the private sector. 
 

The new inventory was recently released by the Department of Administration 
and identified 526 activities currently produced by state government that contain some 
form of commercial activities.  More than 107,000 employees are providing those 
services.  It is not realistic that all of these positions could be put up for competition—
indeed upon a closer examination thousands of these positions will be deemed unfit for 
competition.  In addition, this review counted the total number of employees performing 
commercial activities, a better review would determine what percentage of those 
employees time was commercial, so that a re-organization could eliminate commercial 
functions and create more core or inherently governmental positions within state 
government.  Based on a similar review completed in 1999 by the Commonwealth 
Competition Council, more than 37,500 positions were considered commercial and ripe 
for competition.  It is fair to assume that at least this many positions could be harvested 
from the list of 107,000—if not more.   
 

Traditionally competitive sourcing saves, at times, upwards of 30 percent.  
Typical savings range between 10 and 25 percent.  Putting these positions up for 
competition would result in savings in the millions of dollars. 
 

Some examples of the programs or activities deemed commercial, with the 
number of commercial employees performing the function: 
 

 Alcohol Beverage Control – 670 
 Audio-Visual Services – 202 
 Building Repairs/Maintenance – 332 
 Custodial Services – 183 
 Facilities and Grounds Maintenance – 103 
 Highway Maintenance/Transportation Maintenance Services – 5,141 
 Housekeeping Services - 497 

 



 

 30  

Unfortunately, having an inventory does no good unless it is acted upon.  The 
onus remains on our next Governor, Tim Kaine, to compete commercial activities in the 
marketplace—leaving the private sector to wait for opportunities and justify the 
consideration.   
 

For the past couple of years, the House has considered legislation that would flip 
this process on its heels.  The Freedom from Government Competition Act offered by 
Delegate Ben Cline would require state agencies to demonstrate an operational rationale 
for not submitting commercial activities to competitive bid.   
 

The bill is simple. It requires state agencies to provide written rationale for 
providing truly commercial activities in-house with state employees. Things like mowing 
lawns on state grounds, or changing oil in the state’s fleet of cars and trucks—these and 
more are found on the state’s “commercial activities list.”   
  

More specifically, this reasonable bill requires the creation of regulations that 
force state agencies, excluding two- and four-year public institutions of higher education, 
to use commercial sources for goods and services unless the agency provides a 
compelling reason not to do so. Agencies that have been producing commercial activities 
finally would have to justify continuing the practice. If nothing else, the Commonwealth 
will know once and for all just how efficient many of their activities really are. 
 

If the private sector can provide these services less expensively than the state, 
then it only makes sense that the private sector should do so. Not to move in this direction 
is a disservice to the taxpayers and to hundreds of businesses that could offer these 
services to state government. 
 
 

Instituting a spending cap on state government 
 

The Commonwealth has seen an economic boom like no other in the past few 
years.  Tax collections from all sources in September 2005, increased by 11.2 percent 
over the same month a year ago.  And, for the first quarter of this fiscal year, which 
began July 1, state revenues jumped by 14.5 percent over the same period in 2004.  
Unfortunately, left unchecked the state can, and has, spent whatever revenues come into 
their coffers.  
 

It is expected that Gov. Warner will have, at least, an extra $3 or $4 billion to 
spend as he prepares his final budget – some think it may be as much as $5 billion.  This 
is on top of significant increases in the budget each of the last two years.  In fact, on an 
annual basis the state budget has more than doubled in just 10 years time.  This level of 
growth is not sustainable.  Spending must be more carefully analyzed and controlled.  If 
not, more and larger tax increases will be needed to continue to “feed the beast” of 
government.   
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Colorado’s Taxpayer’s Bill of Rights (TABOR), has emerged as one of the 
leaders in restraining the growth of government.  Building on its success in Colorado, 
half of the states in the nation have followed its lead and introduced similar measures. 
 

Colorado’s measure limits annual growth in the budget to a formula of the 
increase in population (percentage) and the rate of inflation.  Other states have modified  
their approach, but the purpose is the same—preventing government from growing faster 
than the populace that supports it. 
 

The power of TABOR is best highlighted by comparing the fiscal condition of 
Colorado versus that of California.  TABOR has saved Colorado from itself.  Throughout 
the 1990s state tax revenues were up significantly.  Because of restrictions, Colorado 
lawmakers were forced to give some of that windfall back to the taxpayers.  When the 
recession hit in 2002, Colorado’s revenues dropped to $7.8 billion, however, because of 
restrictions they were only allowed to keep and spend $7.9 billion the year before.  
Therefore the shortfall was only a $100 million—significantly less than it would have 
been otherwise by the tune of $928 million.   
 

California on the other hand had no restrictions and spent wildly.  In 1998, the 
state was running a $12 billion surplus.  Rather than provide refunds, the state spent 
every penny it brought in -- and then some.  Between 1998 and 2003, revenues increased 
26 percent—while spending increased 45 percent in the same period.  Instead of saving 
record-breaking one-time surpluses (or refunding them as Colorado was forced to do) 
produced by the stock bubble of the late 1990s, California went on an unsustainable 
spending spree in 1999, 2000, and 2001.  As a result, California faced a monumental 
budget deficit of between $26 and $34 billion dollars.   
 

Had California had a TABOR of its own, spending would have been 
constitutionally restrained during the stock boom.  California would be in much better 
fiscal condition today, having largely avoided crippling deficits.   
 

Recently, voters in Colorado temporarily suspended the TABOR guidelines to 
rebuild the state’s “base” after the recession, a provision provided for in the TABOR 
model that demonstrates the flexibility and its success. 
 

As Dee Hodges, the president of the Maryland Taxpayers Association noted, 
“TABOR works because it forces state and local governments to live within a budget, to 
set public priorities, to make wiser choices, and to find ways to meet state goals—not by 
spending more—but by spending smarter.”10  In essence, TABOR makes state 
government act more like the families they represent. 
 

There have been many models of TABOR introduced in the General Assembly 
every year.  While they each may be slightly different, they share one thing in common: 
provide a limit to how fast state government can grow to ensure sustainability.  It is 
important that the Commonwealth consider and adopt some spending restraint. 

                                                 
10 Dee Hodges, Maryland Taxpayers Association Urges Passage of SB 601/HB 1130, the Taxpayers Bill of 
Rights (TABOR) (Baltimore, Maryland: Maryland Taxpayers Association, March 25, 2004).  
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Limiting local property tax increases 
 

The Commonwealth has seen a tremendous housing boom—along with it came 
dramatic increases in property value.  Property taxes, which are based on the assessed 
value, have grown as well, resulting in a windfall for many local governments.  In an 
 effort to curb the effect of rising taxes, many counties have lowered their millage rate to 
counterbalance the increases in assessed value. 
 

The events that led to the adoption of Proposition 13 in California are similar to 
those the Commonwealth is currently experiencing.  Before Proposition 13 the average 
property tax rate in California was three percent of assessed value and there was no limit 
on annual increases.   
   

In California, things got so bad in the late 1970s that people were actually losing 
their homes.  As new homes were bought and sold at higher and higher prices, property 
taxes increased dramatically.  For example, if a house on your block sold for much more 
than you paid for your house, your next property tax bill would have been based on the 
“new” value in your neighborhood—your tax bill certainly rose.  Your new tax bill was 
based on what your new neighbor was willing to pay for his home—not on the value of 
your home when you bought it.   
 

Under Prop 13, property tax valuation was set at the 1976 assessed value.  
Property tax increases on any given property were limited to no more than 2% a year as 
long as the property was not sold.  Once sold, the property tax was reassessed at 1% of 
the new market value with the 2% yearly cap placed on this new assessment for tax 
purposes.  Thus, the new buyer is aware of what the taxes will be and knows the 
maximum amount property taxes can increase each year for as long as he or she owns the 
property. 
  

Proposition 13 introduced an objective standard upon which property is taxed—
based on the acquisition value.  Acquisition based property tax has now spread to Florida 
in 1993, and to Michigan in 1994.   
 

The assessment rate is now only one percent for all California property (about 
what it is today in Fairfax County) and annual tax increases are limited to no more than 
two percent. When property is sold it is then reassessed at market value, but the property 
tax rate remains at one percent and the new owner is then protected by the two percent 
cap on annual increases. 
 

There are several benefits to a Prop 13 cap on property taxes.  The taxes paid are 
not based on the neighbors’ taxes, but are based on the price agreed to pay for a home—a 
level the buyers could afford to pay and factored into his/her decision making process.  In 
addition, it makes the property taxes predictable—an owner can effectively budget and 
plan for the increase, albeit a relatively small one.   
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Today, the tax rate for all Californians is only a third of what it was before Prop 

13.  In addition, property taxes can’t go up more than two percent a year—a welcome 
change.  
 

Proponents of Prop 13 are quick to note that total general revenue for local 
governments fell by only 1 percent in the year following Prop 13’s passage.  In just a few 
years total revenue had risen by more than 10% above the 1978 level as the tax base 
expanded by more than enough to offset the reduction in tax rates.  Given the level of 
growth in Virginia, a similar impact is likely. 
 

A similar acquisition based property tax would be a welcome change for many 
homeowners in the Commonwealth.   
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BLUEPRINT FOR THE ENVIRONMENT 
NATURAL RESOURCES FOR THE SECOND HALF OF THE DECADE 

 
By:  David W. Schnare, Esq. Ph.D. MSPH 

 
INTRODUCTION 

 
 In the 46th year of the environmental movement, the popular question among 
environmentalists is: What’s left and what’s next?  It’s a good question because it 
recognizes we have come a long way since the first Earth Day and because it recognizes 
we have to make extremely hard choices as we move ahead.  This chapter identifies ten 
issues that give specific form to “what’s next” for Virginia.  They reflect the problems the 
Governor and the Legislature must face, because they are “what’s left.”    
 
 Because technology moves forward, because ecology is dynamic and because 
human needs change, the first portion of this report presents The Stewardship Challenge 
and discusses managing some critical issues reflecting our ever-changing world.  Because 
most environmental programs have reached their maturity, the second section presents 
problems we must meet head-on through Executive & Legislative Leadership and 
discusses options from amongst which the Governor and the Legislature will be forced to 
choose.  And finally, although all Virginians embrace environmentalism, our regulatory 
programs do not implement themselves.  The last section of this report presents issues on 
Environmental Management and discusses ways to address these critical problems. 
 

  THE STEWARDSHIP CHALLENGE 
 
Risk Management and Public Outreach 
 
 Over the past two decades environmental managers have developed a variety of 
ways to describe the risks posed by natural and human activities.  Unhappily, 
communications about threats to environmental quality have become more than simple 
exchanges in data – they have become the primary means to advocacy and as such have 
become divisive, political and intended to convince rather than inform.  In some cases, 
they are intended to mislead in order to generate fear and thus to generate support for 
advocacy groups.  Lost in this miasma of advocacy are sufficient facts to effectively 
inform the public and elected officials on the actual risks we face and their relative 
importance.  As a result, the general public tends to rank environmental risks upside 
down – thinking small risks are large and large risks are acceptable.  These 
misperceptions tend to drive government funding and public attention toward less 
important problems, leaving the higher risks inadequately attended.  This problem is 
exacerbated by bureaucratic infighting where each program attempts to portray its 
responsibilities as responding to some form of emergency, tragedy or grave threat.   
 
 We come by our misconceptions honestly – as children.  Reviews of what we 
teach about the environment show that our textbooks and environmental groups routinely 
overstate, and in many cases simply misstate, the facts about environmental threats.  Our 
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kids are told “It is entirely possible that we may be the last generation of humans to know 
this wondrous earth as it was meant to be”; and that “Without firing a shot, we may kill 
one-fifth of all species of life on this planet in the next 20 years.”1  These “Chicken 
Little” forecasts are mostly balderdash.  In actuality, air quality in the United States and 
in Virginia (yes, even Northern Virginia) has dramatically improved in the last decade, 
despite substantial economic growth.  Further, the United States and Virginia have more 
standing timber now than they did in 1920 and we grow more timber each year than we 
harvest.  And, many wildlife populations are greater today than they were 80 or 100 years 
ago.  In Virginia, we have more whitetail deer in 2005 than we did when Virginia Dare’s 
family arrived on our shores.  Indeed, we now have overpopulations of deer, red fox and 
coyote, and these overpopulations are real threats to humans and are destroying more 
high value ecologies and habitat in developed urban and suburban areas than are human 
activities.  In fact, among all the impaired waters in Virginia, these animals cause over 
half the impairments. 
 
 Virginians care about both the environment and their tax burden.  Yet, the natural 
resource and environmental protection agencies have never attempted to align their 
budgets with the actual risks posed by various threats they regulate or manage.  The 
public deserves facts not fear.  Our children should be taught critical thinking about the 
environment rather than fed a litany of disproven or unproven overstatements about the 
state of our world.  So should our adult citizens.  And it shouldn’t be too much to ask that 
our bureaucrats demonstrated they understood and applied the concept of relative risk by 
admitting where their programs rank against all the other environmental and public health 
programs on which we spend tax funds.   
 
 Stewardship consists of using our economic, political and human resources in a 
manner that does the most effective job meeting our needs, including understanding and 
meeting our need and desire for a safe and wholesome environment.  That job must begin 
by ranking the risks confronting Virginia’s human health and environment.  Ranking in 
hand, stewardship then has a duty to share that information with our legislators, our 
citizens and, yes, that includes our children.  This simple act can reshape our state and 
local governments’ environmental budgets.  In so doing, is will reshape our environment 
and help guarantee we leave for our grandchildren a natural environment safer and more 
robust than the one we inherited. 
 
Non-Native Species 
 
 Some swords have two edges and non-native species is such an example.  The 
Commonwealth has legislation and agency resources committed to non-native species 
that permanently alter our existing ecologies.  We tend to think of such changes as ‘bad.’  
Certainly the snakehead fish, kudzu and other plant, insect and animal species have 
created serious problems within our habitats that no one would consider “good.”  The 
budget for this work, however, has not expanded with the size of the problem.  Good 
stewardship requires a fresh look at the size of this problem, a ranking of threats and 
creation of budget proposals needed to address those threats that could profoundly, 
negatively and irreversibly alter our natural habitat.   
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 In some cases, however, we don’t really know how to determine whether an 
ecological change is “negative.”  Stewardship requires movement beyond mere 
“preservation” of the existing habitats.  Habitats shift their ecological status in cycles and 
do so with and without human and foreign intervention.  Sometimes, humans purposely 
cause such shifts, often because we want a different habitat.  Indeed, we have replaced 
one sport fish with another in many rivers; and in other cases created new ponds and 
lakes and given them a completely artificial ecology.   In other cases, natural processes 
have caused old lakes to silt up, leaving behind bogs that produce whole new bird and 
mammal ecologies, many of which are “non-native,” even if attractive. 
 
 In particular cases, some non-native species are not merely an ecologically 
“desirable” or “undesirable” change.  They can be ecologically harmful yet economically 
desirable, as replacement of natural trout with non-natural trout in some of our upland 
rivers.  One such example of considerable economic importance today is the non-native 
oysters which our watermen have been test harvesting for several years.  Stewardship 
requires a long-term view on how to implement these extremely important economic 
opportunities.  Use of non-native oysters and clams can reenergize our Bay communities, 
and present considerable economic opportunities for aquiculture.  Rather than a year-to-
year approach, the Commonwealth needs to commit to a stable policy that will guide 
future development of these nascent non-native species enterprises. 
 
Open Space Policies 
 
 Virginians consider preservation of open space both an essential need and a duty.  
Conservation foundations and organizations abound, as do state legislation and 
regulations promoting open space protection.  These various activities have not, however, 
considered the long-range implications of various conservation measures.   
 
 Virginia is known for stewardship of its land, but that stewardship goes well 
beyond ensuring preservation of some undisturbed open space.  Indeed, not even the 
State and Federal parklands reflect the initial ecologies in place when Virginia began.  
We have clear cut nearly all land in the state at one point or another.  In Virginia, we 
have always used land at it highest and best use.  Sometimes that means creating 
farmland out of forests, sometime creating homes out of farms and forest.  Sometimes 
returning developed land and farms to natural arboreal habitat.  The cycle of these land-
use shifts commonly run every 30 to 50 years.   Thus, our efforts to “lock up” open space 
through conservation easements and development bans provide a short term (two decade) 
value, but in some cases may limit land uses we will need for satisfaction of human needs 
30 to 50 years from now.  Stewardship requires we recognize these cycles and fairness to 
land owners and those who purchase or deed such easements requires a fair statement that 
what we do for our grand-children may not survive our grand-children as they reassess 
needs and shift land uses as they find necessary. 
 
 Nevertheless, we have learned lessons on which our grand-children will depend 
and which they too will embrace.  The most important land to preserve in undeveloped 
states are those that help protect our watersheds.  Protecting headwaters and the banks of 
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our rivers and streams should come first among preservation and conservation activities.  
We have many policies in place today to ensure this approach, but it is time to bring all 
conservation and preservation groups together with local land-use authorities to discuss 
open space policies.  Creation, maintenance and placement of ball fields, urban parks, 
and cluster developments should work hand-in-glove with protection of undisturbed and 
reclaimed natural habitat.  Statewide attention on such coordination is a stewardship duty 
that fits neatly under the “What’s Next” heading and is a low-cost – high value endeavor 
Virginia needs and deserves  
 
Environmental Business Development 
 
 Lost in the fog of history may be the full meaning of stewardship.  The steward 
was and is responsible for more than ensuring wise use of natural resources.  The steward 
was responsible for putting a large portion of the territory’s population to work.  That 
should be true today, as well, but it isn’t.   
 
 There is a growing number of environmental business opportunities now 
knocking at Virginia’s door.  The next DNR Secretary would help Virginia by appointing 
a staff to find and assist these environmental businesses.  One business that is now 
seeking opportunities in Virginia is a clean energy production process using biological 
digestion to create ethanol out of anything that contains carbon.  This process is twice as 
efficient as fermentation, and works on old tires, garbage, brush, dead trees, and plastic 
bags – literally anything containing carbon.  It produces no air pollution and no water 
pollution.  It produces an ash waste similar to that produced in a fireplace.  The process 
needs 5 acres and creates 30 jobs.  The company wants to place these units in rural 
settings where economic development has yet to take root.  This company is but one of 
three that have crossed my threshold in the past six months.  Each is ready to move into 
Virginia, but each needs a patron in DNR to help navigate the bureaucracy that can pose 
an otherwise impenetrable roadblock.  
 

EXECUTIVE & LEGISLATIVE LEADERSHIP 
 
Chesapeake Bay Funding 
 
 The Joint Subcommittee to Study Options to Provide a Long-Term Funding 
Source to Clean Up Virginia’s Polluted Waters, Including the Chesapeake Bay and its 
Tributaries (“the 640 Committee”) will soon offer its findings.  The subcommittee’s 
record includes a detailed and highly documented paper prepared by the Thomas 
Jefferson Institute, entitled “Policy Alternatives for Clean Up of Virginia Waters.”   
 
 That paper provides an answer to the three questions posed by the 640 Committee 
Chairman, Delegate Vince Callahan and by Delegate Cox, also a member of the 640 
Committee and Chairman of the House Committee on Agriculture, Chesapeake and 
Natural Resources, specifically: “What do we have to do; when do we have to do it; how 
much will it cost; and, what if we didn’t do anything?”  It discusses two proposals now 
before the 640 Committee – the DNR approach and a cost-effective alternative.   



 

 38  

 The DNR’s proposal focuses exclusively on restoration of the Chesapeake Bay, 
thereby disregarding 40 percent of the Commonwealth’s impaired waters.  DNR 
disregards the practicality of alternatives to advanced chemical nutrient reduction 
treatment – alternatives that could reasonably reduce DNR’s estimated cost of point-
source treatment within the Chesapeake Bay watershed by 14% ($154 million) and speed 
restoration significantly.  The DNR proposal also rejects point source controls already 
successfully in place in Virginia and which more than double nutrient reductions at half 
the cost.  The alternative proposal would allow Virginia to rapidly meet its Phosphorous 
and Sediment goals for the Bay and do no less Nitrogen reduction than other proposals, 
while costing about one-third (37%) the total of the DNR plan. 
 
 In addition to selection of technical elements of an impaired waters strategy, the 
Commonwealth deserves a sensible administrative and management structure to 
implement what will be the single largest water quality program ever funded within the 
state.  Delegate Scott Lingamfelter proposed several policies that are essential to 
successful restoration of the Bay, and others that deserve serious discussion: 
 

 Do not tie restoration to the so-called 2010 deadline.  That deadline involves only 
planning, not implementation, and has no relationship to the availability of 
engineering capacity, funding capacity or basic information on sources of 
impairments. 

 Rank work within phases to meet phased objectives and align funding to these 
phases.  Because we can identify some clear nutrient targets (both point source 
and non-point source), and because we do not know the source of others, there is 
a natural phasing that takes advantage of what we know and what we don’t.  The 
alternative proposal offered to counter the DNR high-cost approach begins with 
an attack on known sources, using lowest cost approaches.  A second phase builds 
off the knowledge rising out of the first phase and addresses likely next-best 
targets.  Virginia would need some part of a third, high-cost phase only when it 
knows it has no other technological alternatives. 

 Schedule biennium finding based on realistic expectations.  In the absence of 
multi-year funding, and in light of many competing needs, State funding must be 
carefully aligned with the reasonably expected needs. 

 Fund the most cost-effective projects first.  The size of the need and the 
knowledge that Virginia can exploit nutrient reduction techniques far less 
expensive than advanced chemical treatment demands a mechanism to ensure 
cost-efficient solutions are used first.  The alternative proposal offered to counter 
the DNR high-cost approach builds from this policy, but is not, alone, sufficient.  
DNR should require all point sources to fully investigate low cost alternatives to 
chemical treatment before granting or loaning funds, and require use of low cost 
alternatives (e.g., spray irrigation with continuous no-till on receiving fields) to 
qualify for grants and loans if these methods are available. 

 Establish an Authority to manage this massive restoration program.  Virginia 
already has a complex bureaucracy working on Chesapeake Bay issues.  Although 
the Chesapeake Bay program has been restructured in the past few years, it is 
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clear the elements within DNR have only partially succeeded in coordination 
efforts within the department, much less with the Department of Agriculture and 
Consumer Services. A program coordinator reporting directly to both the 
Secretaries of Natural Resources and Agriculture may help bring the disparate 
efforts together more effectively, but program coordination alone will not solve 
the problem.  It is not clear, however, that a new authority is the answer.  That 
authority would either duplicate existing services or draw those services into a 
new organization, forcing that staff to abandon some work that is not well aligned 
with an authority’s function.  A lower cost and more manageable alternative 
would be a limited-term strike force that has access to resources within DNR and 
Agriculture.  Its role would be to target all nutrient-related funding (including 
loans and bond activities) using all available information and expanding the 
information base, ensure cost-effective nutrient reduction, facilitate that funding, 
provide technical assistance, train and coordinate with local staff and manage 
major implementation projects.  Of signal importance on such a strike force 
would be individuals already successful in fostering implementation of key 
agricultural non-point source (“NPS”) best management practices and low-cost 
point source treatment. 

 Increase Bonding Capacity and Establish “Chesapeake Bay” revenue-based 
bonds.  Rather than force Bay restoration to compete with other essential public 
needs, including other environmental programs, transportation, Medicaid and 
public safety, a bond program would generate the funds needed for restoration.  
The Chesapeake Bay Foundation suggests that Virginians would be willing to 
generate large funds to pay for restoration.  Such promises don’t translate into 
support for tax increases, but may well translate into investment in such bonds.  
Further, the pool of potential bond buyers would stretch well outside the borders 
of the Commonwealth.  Legislative action to expand bonding capacity and a well 
marketed bond effort could produce all needed funds without resorting to further 
encroachment on the general fund.  In passing, we note that the proposal for half 
the bond value is targeted at non-point source programs is probably not in line 
with actual need any more than the total bond amount suggested.  Delegate 
Lingamfelter has acknowledged that his proposals were offered to open the debate 
and this element of his bond proposals may deserve additional attention. 

 
Nutrient Trading 
 
 The only nutrient sources directly controlled by state and federal regulation are 
point sources such a municipal and industrial waste water treatment plants.  The major 
source of nutrients to Virginia waters, including the Bay, is not from these point sources, 
but instead from farm land.   The only incentive available to move farmers toward 
nutrient-reduction practices, such as continuous no-till crop management, is the Water 
Quality Improvement Fund grant program.  This has been a useful incentive for 
innovation, but we are now past the innovation stage and need wide-spread adoption of 
these agricultural nutrient-reduction practices.  A nutrient market would provide the 
incentive for such adoption. 
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 Virginia already has taken steps to allow trading of nutrient reduction within its 
watersheds.  That trading is authorized for trades between point sources that lie within the 
same watershed.  It also allows trading between point and non-point sources where a 
point source does not have sufficient nutrient ceiling in its allocations and thus would 
otherwise have to stop growth if it could not find an alternative sources of nutrient 
credits. 
 
 Virginia is now moving toward point-source non-point source trades for other 
reasons.  In many cases, it costs one-tenth to one-fifth the cost per pound of nutrient 
reduction for the agricultural non-point source to reduce its nutrient loadings, compared 
with the cost for point source controls.   
 
 The key to such a market, however, is to keep the market in private hands, 
perhaps through a state chartered nutrient bank.  The success of the wetlands banking 
system can serve as one part of a model for the nutrient bank.  The two essential elements 
to the bank fit better within private hands than within the government.  First, the state 
does not have the money to attract and keep the highly qualified personnel needed to 
evaluate nutrient sellers’ proposals.  Second, the free trading approach requires 
entrepreneurial spirit – a change agent mentality that is notoriously quashed within state 
government.  Finally, regulators that also manage “markets” tend to blur the programs 
and regulate through informal controls on entry and exit to the market, thus destroying 
the vibrancy, innovativeness and cost-efficiencies that make the market attractive in the 
first place.   
 
Capital Budgeting 
 
 A final management and leadership issue that deserves renewed examination is 
capital budgeting.  For example, elements of the Park Service have vehicles that have 
traveled more than 150,000 miles and are running on bailing wire and prayer.  Park and 
museum infrastructure are aging without hope of restoration or improvement absent a 
disaster or crisis.  Virginia should consider bifurcating its budget into capital and 
operating accounts, providing a sinking fund for capital investments and a multi-year 
schedule for investment planning that is tied to firm funding commitments.  Without such 
an approach, key elements of natural resource protection and recreation facilities remain 
hostage to year-to-year competition for funds.  The same applies to other major state 
construction projects such as transportation and port facilities.  Placing all these capital 
investments into a single budget would allow more effective bonding, a commitment to 
wise management and a commitment to the future that we now ignore. 
 

 ENVIRONMENTAL MANAGEMENT 
 
Harmonized Enforcement Provisions 
 
 Virginia issues administrative enforcement penalties and orders for violations of 
its environmental regulations through its boards and agencies while the Attorney General 
handles civil and criminal actions.  The administrative law actions constitute the lion’s 
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share of enforcement work and the procedures used vary by environmental program.  In 
some cases, the head of DEQ can issue orders and penalties, in other cases only the 
various boards may do so.  Virginia should harmonize these disparate processes.  It will 
provide certainty to business and will reduce confusion within the agency as well.  It will 
also significantly ease “multi-media” enforcement that can produce “global” settlements 
for violations under multiple laws (e.g., water and air) and produce more environmental 
protection for less cost to the business, the state and the public.  Various models have 
been suggested, including proposals sent forward in 2005.  DEQ should have significant 
discretion to select the model best fitted to its needs, but an appeal process should remain 
available so that an enforcement target can bring his complaints to the appropriate board. 
 
Enforcement and Deterrence  
 
 There is no area under the environmental and natural resources responsibilities 
that needs more attention than civil and criminal enforcement and deterrence.  In 2005, 
DEQ referred a single case to the Office of the Attorney General and that case was deeply 
flawed and properly not prosecuted.  There is only a single criminal investigator available 
for the entire state.  Yet, a single criminal action against one plant manager has had more 
deterrence effect Virginia than decades worth of administrative penalties and orders.  In 
that case, he knowingly refused to complete mandatory data reporting.  For months 
afterward, governmental representatives, and especially the Office of the Attorney 
General prosecuting attorney, was inundated by plant managers wanting to know how to 
ensure they were completing all their forms, and doing so correctly.  No one wants to 
suffer a criminal record, and even the hint of that possibility drives individuals toward 
compliance.  Yet, Virginia is last among states in this activity.   
 
 Elected officials and their political appointees continue to maintain a deep distrust 
and unwillingness to cooperate on enforcement, especially when the Governor and the 
Attorney General are from different parties – a situation from which initial election 
results suggest we will once again suffer.    Yet, environmental enforcement must rise 
above politics.  The Office of the Attorney General staff director for environmental 
matters has examined this problem in depth and has taken those steps he can to better 
coordinate between DEQ and OAG, but admits it could be significantly better.  The last 
Attorney General strongly endorsed creation of an environmental crimes effort, to include 
increased investigators and co-location of OAG attorneys at DEQ.  Further, DEQ needs a 
“General Counsel” to manage the administrative law practice, including routine 
interpretation of state regulations.  This may require legislative change, but may only 
require agreements between the Governor and the Attorney General.  In any case, the 
public interest demands environmental enforcement rise above party politics and 
Virginians deserve a serious investment in environmental enforcement. 
 
Senior Staff Loss 
 
 We are an aging population and this has become particularly obvious in the senior 
ranks of our natural resource and environmental agencies.  It is time for the Legislative 
Branch to take a hard look at the bureaucracy and how it will change over the next 7 to 
10 years, a look that the Executive Branch must also take.  There may be a need for 
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special recruiting, for supervisory and executive training of junior staff and an 
opportunity for restructuring of staffing and supervisory activities, especially in light of 
the growth in telecommuting and off-site work.   As the Legislative and Executive 
branches think about “what’s left” to do, they must also give serious attention to who will 
do that work, how to do it with today’s technologies and how to ensure a smooth and 
beneficial transition from one generation of managers to the next. 
 

 Conclusion 
 
 What’s left and what’s next?  To the new Governor, the answer remains – 
stewardship.  Doing more with less, being more cost-effective, never losing sight of our 
goal and accepting that our goal is as dynamic as the earth and our civilization – these are 
what’s next and they will determine what’s left as Virginia enters the second decade of 
the new millennium.  
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Blueprint for Technology-Focused Economic Development 
By:  Stephen DelBianco 

 

Introduction 
Every new Governor and General Assembly member is axiomatically committed 

to improving the quality of life and income of all Virginians, usually by improving 
education and by helping businesses to create higher-paying jobs.  Typically, they turn to 
technology to fulfill that commitment, since technology firms generate more economic 
growth and jobs than any other single industry, and technology investments drive 
productivity and income growth in traditional, non-tech industries. 

That seems simple enough, but there’s nothing simple about cultivating and 
attracting technology business and investment.  It’s nothing like the 1960’s space 
program, which articulated a clear goal and plans to send a man to the Moon.  Instead, 
technology development is achieved through multiple and parallel efforts, some with 
short-term paybacks and some with long-term rewards for commitments made and kept.  

Virginia has many advantages to offer to technology-based businesses, including 
geographic location, low-taxes, minimal regulation, and quality-of-life factors.   For their 
part, chambers of commerce, trade associations, and regional economic development 
groups advertise the advantages of their regions and industries.  But advertising 
Virginia’s current assets isn’t enough to win a competitive project or help a new 
technology business expand in an economically distressed area.  

It takes the powers of state government to produce tax-oriented incentives, make 
targeted grants and loans, re-tool public school and university programs, and lead trade 
missions to develop export markets.  These efforts are criticized as corporate welfare in 
good times, but they are life-savers when a town loses a military base or major employer.  
That’s when the state should—and must—exercise its muscle to assist or attract 
economic development. 

The Commonwealth’s leading drivers for technology-focused economic 
development are the Virginia Economic Development Partnership (VEDP) and the 
Center for Innovative Technology (CIT).  VEDP works under the Secretary of 
Commerce, while CIT is handled by the Secretary of Technology.  Both agencies are 
closely managed by the Governor and General Assembly when it comes to funding of 
marketing operations, special programs, and incentives.  

This chapter presents the new Governor and incoming General Assembly with some of 
the challenges and opportunities they’ll face in growing Virginia’s technology sector.  
It’s arranged in three sections:  

Targeting Technology Opportunities.  Identifies the most promising targets for 
technology-focused economic development, based on high wages, growth 
potential, and compatibility with Virginia’s unique advantages. 

 



 

 45  

Technology Workforce Development.  Describes programs worthy of special 
support to improve the technology skills of Virginia’s workforce.  

Technology-Focused Policies.  Recommends legislation and policies that would 
enhance Virginia’s environment for growing technology-based businesses.  
 

Targeting Technology Opportunities 
Virtually all of Virginia—even rural areas—include “technology” among the 

industries targeted for economic development.  That’s because technology promises more 
of the high-wage, high-quality jobs everyone wants. 

Generally speaking, targeting specific industries helps to focus marketing 
message and dollars.  But there’s no sense in targeting an industry as broad and diverse as 
technology. Instead, Virginia’s economic developers need to target vertical industries that 
depend heavily on technology and that generate a multiplier effect by supporting related 
businesses.  

 

Going for Big Game  
Everyone driving through northern Virginia notices the traffic, but some also 

notice the many office buildings bearing business names or initials.  In those buildings 
are companies that feed an ecosystem of small technology companies, since it takes a big 
customer like AOL, Eli Lilly, and Lockheed Martin to spend serious money on 
engineering services, IT systems, and infrastructure support.   Big customers are the key 
to starting and growing small tech businesses, allowing them to add staff and build a 
reputation that leads to bigger projects. 

You can never have too many “big customers,” especially in an era when even 
large companies are often merged or purged from existence.  Consider this case study: 

Virginia was on the “short list” of states competing for a new assembly plant 
being built by Dell, the world’s third-largest computer maker and one of 
America’s most admired companies, according to Fortune Magazine.   

This fall, Dell opened its new $100 million plant—in Winston-Salem, North 
Carolina.  The initial contingent of 700 employees is expected to double in five 
years. To be sure, these are computer assembly and testing jobs with average 
salaries of $28,000, but low-tech is a major upgrade from no-tech and a huge 
improvement over no-job.    

How did North Carolina beat Virginia for the Dell plant?  North Carolina agreed 
to Dell’s requirement that it pay little or no corporate income taxes for 15 years.  
While that was deemed as too expensive for Virginia’s tastes, North Carolina saw 
a trade that would generate more employee income taxes, more property taxes, 
more sales taxes, and more technology-oriented jobs.  
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There are plenty of sour grapes to go around on this Dell deal, but this computer 
plant would have been a catalyst for many more jobs – like the new transportation and 
logistics businesses that have sprung-up alongside the Dell plant in North Carolina.   The 
bottom line here is that Virginia should be more aggressive and open to trading a 
relatively small amount of corporate income tax for the long-term benefits of bringing 
even low-tech jobs to a no-tech area. 

 

Big Game Means Big Incentives 
When Virginia is competing for a project that’s being courted by other states and 

nations, it will usually take economic incentives to stay in the game. In this new “flat 
world” of global competition, corporate decision-makers face greater risks than ever 
when they consider whether and where to invest in new plants and expansions.  That’s 
why businesses now seek assistance in the first few years to incrementally reduce the risk 
of large expansions or new plant investments.   

Virginia’s grant and assistance programs are known for two characteristics.  First, 
Virginia is conservative in relation to competing states, a discipline which has helped 
generate an excellent return on the Commonwealth’s activities and investments: $18-to-1 
in projected new revenues over 10 years; and $22-to-1 over 20 years.   

Virginia is also known for holding businesses accountable for meeting their initial 
commitments for investment dollars and jobs created.  Since inception, the state’s major 
incentive programs have recovered all but $1 million in grants owed back to Virginia 
because of business failures or lower than expected growth. 

However, state governments that want to attract large projects with new tech jobs 
are coming to the table with creative new incentives.  Virginia has fallen well behind 
several competing states in incentives: Texas, North Carolina, Pennsylvania, and Georgia 
are far ahead of Virginia, while South Carolina, Ohio, and Florida are matching or just 
ahead of Virginia.    

Virginia should be considering ways to catch-up to competing states in offering 
incentives to attract large projects.  Unfortunately, the recent debate in Richmond has 
been about which parts of the state deserve a greater share of the meager incentives we 
already have.  

In FY 2005, Virginia made 30 Governor’s Opportunity Fund (GOF) grants 
totaling $11 million, as incentives for companies investing over $900 million and 
creating nearly 7,600 jobs in the Commonwealth.  40% of these grants went to companies 
already located in Virginia, and two-thirds went to economically distressed areas. 

In fact, since the inception of Virginia’s incentive grant programs, over half of all 
grants have gone to rural projects. Still, rural constituents and their representatives in the 
General Assembly press for more local results.  They may get more attention, but 
incentives alone won’t draw businesses to someplace that lacks the right workforce skills, 
a convenient airport, and big customers. 
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Virginia’s new Governor and General Assembly should work together to raise 
performance-based incentives targeted for larger projects.   These kinds of incentives 
consistently produce a positive return on investment for Virginia, and business decision-
makers know it.  They also know that Virginia has lost its edge in competing for the 
largest projects that produce the most jobs and potential for technology-focused 
economic development.   
 

Semiconductor Manufacturing 
While it is a notoriously cyclical industry, semiconductor manufacturing has 

handsomely rewarded Virginia for its effort to attract major facilities in the last several 
years.  Infineon Technologies and Micron Technology have invested over 2 billion 
dollars in semiconductor fabrication facilities and created over 2,000 high-paying jobs.  
Over the next two decades, the Commonwealth’s incentives for these plants will have 
generated twice as much in taxes and direct economic benefits.    

The incentive payments for these major semiconductor plants are made over 
several years, so prior commitments will show up as appropriations items in the state’s 
next two budget cycles.  That shouldn’t, however, be the end of the semiconductor story 
in Virginia.  If an expansion or new project presents itself, the state should seize the 
opportunity with new semiconductor incentives.  
 

Biotechnology  
The Howard Hughes Medical Center, a biomedical research complex in Northern 

Virginia, is set to open in 2006.  An “anchor tenant” like Hughes typically has a 2x 
multiplier effect in generating businesses and jobs that serve and support the facility.  
State and regional economic development groups should be particularly attentive to the 
needs of the Hughes center and related businesses in the next two years.  

In 2004, the General Assembly created the Biotechnology Commercialization 
Loan Fund to finance commercialization of intellectual property.  VEDP and CIT are 
charged with administering this fund and the Secretaries of Commerce and Technology 
should ensure it has adequate funding and is meeting its potential.  

In biotechnology, Maryland currently has more mass and momentum than 
Virginia.  For now, this means Virginia should seek ways to leverage the proximity of 
Maryland biotech resources and businesses.  The economic connection is plain enough, 
but there’s not enough of a physical connection in the form of a Potomac River crossing.  
In the next four years, Maryland and Virginia should cooperate on planning the 
“Techway” bridge.  

Finally, the new Governor should consider the recommendations of the 
Governor's Advisory Board for The Virginia Biotechnology Initiative, including the 
authorization of bonding authority to help finance public-private partnerships for 
biotechnology lab facilities. 
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Defense & Homeland Security 
Virginia’s location gives a natural advantage in attracting Defense and Homeland 

Security technology contracts.  This is a primary target industry for VEDP and CIT, so 
it’s no surprise that Virginia landed 54 defense and homeland security projects in FY 
2004, totaling $145 million in investments and creating 4,847 jobs.  

When it comes to university research, however, Virginia receives far less Defense 
and Homeland Security dollars than do Maryland and Pennsylvania universities.  To 
improve on that score, Governor Warner announced the Virginia Institute for Defense 
and Homeland Security, a university and industry research consortium based at CIT.  The 
Institute should receive increased funding to attract research grants, and should be 
measured by results achieved.  Private industry does plenty to attract research projects, 
but our publicly-funded universities need their own “marketing department” to attract 
research grants.  The state universities could presumably fund marketing by increasing 
their general budgets, but the Institute makes it targeted funding, so it’s easier to assess 
whether it’s delivering the promised results.  

Defense-related economic development can help Virginia preserve its advantage 
in the next round of base closings, but there are significant challenges.  The Oceana 
Naval Base was given a last-minute reprieve, but the Hampton Roads area must now 
address encroachment and other concerns that motivated relocation of the base.  
Retention or in-state relocation of Oceana should be a priority of the Governor and 
General Assembly. 

Virginia stands to gain as many as 5,000 members of the armed services as a 
result of the recent base realignments.  Northern Virginia, however, faces the daunting 
challenge of relocating 25,000 jobs of civilian defense contractors whose clients will be 
moving to other locations.  The entire economic development community in Northern 
Virginia is keenly focused on meeting this challenge, and they would welcome marketing 
assistance from the state to attract businesses that can replace at least some of the 
government clients that are relocating. 
 

Modeling & Simulation 

As with Defense and Homeland Security, Virginia’s proximity to Washington and 
military assets means that modeling & simulation (M&S) could become a major 
technology growth industry.  With three major military training centers, the Hampton 
Roads area realizes $500 million from M&S annually and expects to reach a billion 
dollars in five years.  

This technology has untapped military potential, but the largest opportunities 
could be in commercial applications such as virtual reality modeling, virtual verification 
of system readiness, transportation and distribution modeling, entertainment, and gaming. 

Commercial and university applications are a focus of the Virginia Modeling, 
Analysis, and Simulation Center (VMASC) in Suffolk.  VMASC is also hosting the new  
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Emergency Management Modeling and Simulation Center, which will focus on 
command and management training for homeland security.  Both of these programs 
received startup support from the Commonwealth, and should be funded further.  

Virginia’s research institutions are part of the National LambdaRail network, 
which allows research projects around the country to communicate at speeds far in excess 
of today’s internet.   LambdaRail has already been cited as a factor in Lockheed Martin’s 
decision to locate an innovation center in Suffolk, and its high speeds may enable 
networked modeling & simulation exercises. 

At the national level, the Congressional Modeling & Simulation Caucus is led by 
Virginia Congressman Randy Forbes.   This Caucus is raising national awareness of 
M&S for government and commercial applications, and should help to drive research 
projects and contracts to the Commonwealth. 

One challenge facing Virginia’s nascent M&S industry is to become a targeted 
industry for VEDP and CIT.  The new Governor should take a serious look at the long-
run potential for these technologies to drive economic growth in Virginia. 
 

Nanotechnology 
It sounds “small” to do research and development down at the atomic and 

molecular level, but nanotechnology has the potential to be a big driver of innovation in 
industries such as defense, electronics, and manufacturing.  Virginia has already 
recognized the potential of nanotech-driven economic development, and taken steps to 
attract and stimulate R&D in the Commonwealth.  

In 2002, CIT created the Virginia Nanotechnology Initiative.  In 2005, Virginia 
joined the District and Maryland to form a multi-state regional alliance to have a bigger 
footprint when competing with other states for nanotech projects.  Both are essential steps 
to establishing Virginia as a place where Nanotech R&D is building critical mass, and 
they deserve additional support.  

One of nanotech’s promising markets is in defense and homeland security 
applications, which are being targeted separately by VEDP and CIT.  That signals an 
opportunity for synergies, but it may also present challenges in coordination, competition, 
and duplication of efforts.  
 

Technology in Manufacturing 
For traditional, non-technology manufacturers, internal R&D and technology 

investments can improve profitability, employment, and growth.   The Commonwealth 
has several programs that provide assistance to these kinds of businesses, including Small 
Business Development Centers, CIT, and the Philpott Manufacturing Extension 
Partnership.  In addition, the Virginia Investment Program (VIP) helps non-tech 
businesses make investments in new technologies.   In 2005, VEDP made 8 VIP grants 
totaling nearly $14 million to supplement business commitments for $723 million and 
5,000 new jobs.  
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In its last legislative session, the General Assembly approved an expansion of the 
VIP program to help with spending on R&D in manufacturing, without requiring 
immediate creation of manufacturing jobs. That’s one example of adapting Virginia’s 
incentives to fit the ways that technology can drive economic growth.    

Another example of adaptive incentives from the last General Assembly was the 
creation of a new grant program, Virginia Economic Development Incentive Grant 
(VEDIG).  This incentive targets high-salary jobs that accompany low-investment 
projects, such as corporate headquarters and financial services.  By their nature, these 
jobs usually require significant information flows, so these projects are likely to generate 
additional demand for information technology support services.   

These are good examples, but the Commonwealth cannot afford to rest on its 
success.  Virginia should continue to fine-tune and adapt the state’s incentive programs to 
attract and assist technology-based investments.  Moreover, these programs can produce 
even greater results with additional funding. 

  

 Technology Workforce Development 
In this same Blueprint are entire chapters on workforce and education, so the 

focus here is on just a few selected challenges and opportunities in helping Virginia’s 
workforce become more technology-focused.   

Today, every citizen and government leader acknowledges that Virginia needs a 
more technology-literate workforce to compete in the global economy.  Nearly everyone 
agrees about how to raise the average technology-literacy quotient: by investing in 
education systems, stimulating student interest in math and science, and providing 
resources for life-long learning to adapt to new technologies and changing market 
demands.  

Delegate John Cosgrove (R-Chesapeake) recently proposed a study resolution that 
could potentially invigorate technology-focused education in Virginia.  The idea is to 
provide loans to students majoring in math, science, or technology-related fields, and to 
forgive these loans if the student begins a related career in Virginia after graduation.  At 
the very least, this proposal deserves further study, as it has great potential to build 
Virginia’s technology workforce.  

Governor Warner’s Strategic Plan for Economic Development included some 
promising initiatives to improve the tech-readiness of Virginia’s workforce.  The 
TechPrep program allows high school students a fast-track to computer technology 
certifications.  And an agreement among two dozen Community Colleges and 132 school 
divisions in Virginia allows high school graduates to collect 12 credits towards an IT 
degree.   

Just a glance at the Spring-2006 course catalog for the Northern Virginia 
Community College reveals a wide and deep range of IT educational 
opportunities.  Over half of the NVCC courses (113 of 234 offerings) are focused 
on computers and information technology.   
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Another department that can help with technology-focused training is Workforce 
Services, run by Virginia’s Department of Business Assistance.  In FY 2005, DBA 
assisted 231 Virginia companies in worker re-training, approving over $27 million of 
training to help 13,297 workers.   

One challenge for the new administration is how to coordinate and concentrate the 
many different workforce initiatives under the state government’s control.  A 
consolidated view would play better to both target audiences—Virginia workers and 
Virginia employers.   This is a challenge that merits a quick study and an implementation 
plan. 
 

Technology-Focused Policies 
In addition to targeting the most promising industries, Virginia needs to maintain 

and improve an environment that’s healthy for business and technology.  This translates 
to policies, legislation, tax regulations, and economic development activities that promote 
entrepreneurship, investment, and the growth of high-wage, high-skill technology jobs. 
 

Intellectual Property (IP) 
There is only one commodity for which the U.S. enjoys a trade surplus with every 

other nation of the world – intellectual property.   Copyrights, patents, and trade secrets 
are the last refuge of our nation’s economic advantage, and Virginia should work to 
improve its environment for creating and leveraging intellectual property (IP).   

While R&D on technology products and services may lead to manufacturing, 
that’s not the norm. More typically, the R&D creates intellectual property (patents, trade 
secrets, and copyrights) that is sold or licensed to business partners with manufacturing 
and/or distribution strengths.   

A growing appreciation for the value of creating and commercializing IP is 
evident in Governor Warner’s Strategic Plan and in the General Assembly.  In the last 
session, Senator Frank Wagner (R-Virginia Beach) proposed legislation (SB 1053) to 
allow external sponsors to retain rights to IP arising from sponsored research at state-
supported educational institutions. This legislation would have encouraged commercial 
development of IP while allowing the state to continue using the IP for educational and 
research pursuits.   This proposal deserves another look in the upcoming legislative 
session.  

VEDP’s International Trade Division tries to increase international sales for 
Virginia companies.  Its trade development activities help Virginia businesses to develop 
export markets for their products, many of which involve technology.  But surely the 
state can do more to help Virginia businesses and individuals who hold intellectual 
property rights to generate licensing opportunities internationally 
 



 

 52  

Broadband Internet Access 
Governor Warner’s Economic Strategic Plan set a goal of making Virginia tops in 

the nation in home broadband hookups.  Virginia is not at the top yet, so CIT should 
continue its work to measure statewide broadband capacity and penetration.   This 
research should be attentive to the availability of wireless broadband in rural areas, such 
as Verizon’s EvDO service that delivers broadband speeds over its cellular network. 

On the other hand, it’s not clear whether government can persuade residents to 
use broadband internet service, when so many fail to take advantage of this service that’s 
widely available via cable or phone companies.  It’s particularly puzzling to see some 
residents still paying for a second dial-up line plus an internet service provider, when the 
same monthly costs would cover a true broadband connection.  Penetration could 
therefore be an education and marketing challenge more than a question of broadband 
capacity. 

When it comes to monthly costs of broadband, it’s fortunate that Congress passed 
a moratorium barring local governments from taxing Internet access the same way they 
tax phone service – which could add $18 to the average monthly bill.   This federal 
moratorium is set to expire in 2007, but Virginia should continue its own moratorium in 
order to keep Internet access affordable, especially for lower-income households.  
 

Broadband Deployment and Video Franchising Rules  
Video franchising is another emerging technology issue that will affect broadband 

deployment in Virginia.  Traditional telephone companies are investing in fiber 
connections to carry voice, internet and video services.   

This kind of facilities-based investment and competition should be welcome news 
to Virginia businesses and consumers for whom cable is the only broadband provider.  
But it means little to low-density rural areas that never got DSL lines when phone 
companies rolled out their last generation of broadband services.  Then, as now, it’s just 
plain economics: low-density areas don’t generate enough income to recover the 
investments.   

When cable providers negotiated their video franchises, they were required to 
broadcast public access channels, to hook up cable to public buildings and to build-out 
even low-density areas that would otherwise have been uneconomical.   As a result, 
nearly all Virginia homes have access to cable.   

Today, phone companies are justifiably seeking statewide consolidation of a 
patchwork quilt of local video franchising rules.  It’s only right to reduce local regulatory 
burdens that hinder new investments in communications technologies, but in eliminating 
the franchise patchwork, rural Virginia could be left with a patchwork of areas that aren’t 
served.    

In making any changes to video franchising rules, the General Assembly should 
avoid creating new regulatory distinctions that could hinder future investment and 
competition.  Regulation should treat like services alike, regardless of the technology 
used to deliver video programming.  Moreover, Virginia must avoid creating a two-tier 
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regulatory regime with different rules for incumbent providers versus new entrants.  A 
decade of experience with telecom de-regulation is enough to teach us that these kinds of 
regulatory distinctions will likely diminish investment and competition for the next 
generation of technologies and services. 
 

Voice over Internet Protocol (VoIP) 
Using the Internet for voice conversations is just a natural next step in the 

migration of communications to the Internet platform.  The trend started with e-mail, then 
instant messages, now voice calls. It’s an irresistible trend made possible by technology 
and infrastructure investments, and driven by compelling economics.  

But the notion that voice could migrate from the legacy phone system to the 
Internet has captured the attention of telecom regulators and tax commissioners, whose 
main concern is how to tax something that’s provided for free.  However, Voice over 
Internet Protocol (VoIP) calls between internet users are typically free, aside from the 
internet access services already paid for by users on both ends of the conversation.  So 
there’s no billing amount on which to base telecom taxes.   

Virginia’s leaders should be vigilant to avoid a patchwork of inconsistent and 
ever-changing regulation of VoIP technology and services.  
 

Prosecuting Computer Crimes 
Virginia has a well-deserved reputation for enacting tough laws against computer 

crimes, and for enforcing those laws aggressively.  In 2004, Virginia’s Attorney General 
obtained the nation’s first felony conviction for sending unsolicited emails to thousands 
of Virginia consumers.   

In the General Assembly, the Joint Commission on Technology & Science 
(JCOTS) is developing targeted legislation against the threats of identity theft and 
spyware, while avoiding a regulatory patchwork or discrimination against online 
channels.   The work of JCOTS deserves enthusiastic support from the Governor, the 
General Assembly, and the Attorney General.  
 

E-Government 
Virginia’s next Governor has the good fortune to inherit a well-run and well-

respected IT organization, led by Secretary of Technology Eugene Huang.  Both CIT and 
the Virginia Information Technologies Agency (VITA) are valued by the technology 
industry for their emphasis on public-private partnerships, an approach that deserves 
continued support.  

Virginia’s governments and institutions should lead by example in how they 
choose and use technology products and services.  Virginia’s businesses and residents see 
this as e-Government, which improves access and convenience of government services 
like motor vehicle registration and filing for taxes and licenses.   Almost anything 
government does, it does better with productivity-enhancing technology.   
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And as more of the Commonwealth’s experienced employees become eligible for 
retirement, government managers should place a premium on improving the efficiency 
and workflow.  Moreover, the experience and knowledge of soon-to-retire employees 
should be institutionalized through use of business intelligence and knowledge 
management tools. Both of these technologies are currently available from system 
integrators serving private sector and government clients.  
 

Technology Procurement Policies 
Virginia’s Procurement Reform Project has improved government and 

institutional procurement of technology, opening-up state procurement and contracting 
opportunities to a broad range of providers.  Looking ahead, the Commonwealth’s 
procurement policies should avoid discrimination based on where a vendor is located or 
the way that software is licensed.   

In a recent legislative session, well-meaning lawmakers proposed preferences for 
bidders based in Virginia.  This is an effort to exclude competition from firms operating 
outside the state and those who outsource to offshore facilities.   But when these kinds of 
firms offer the best value and features, they present the best option for the taxpayers of 
Virginia.   

Advocates of domestic-content protectionism claim they are helping 
Commonwealth businesses, but Virginia IT firms will lose jobs and revenue if they’re 
barred from selling to other states and nations who reciprocate with their own 
procurement preferences.    

Another technology procurement issue involves preferences for different software 
licensing methods. State IT managers should pursue the best value when making software 
purchases, but they should not be constrained by express or implied preferences for a 
particular form of software licensing known as “open source”.   Procurement decisions 
should consider the total cost of ownership over the full life of the software, so it’s a 
mistake to assume that free software is the always the best value.   

Businesses serving the state are already offering software with a variety of pricing 
and licensing terms, including “open source”, so preferences for any licensing method 
would only limit choice and restrict competition in what is already an intensely 
competitive market. 

Furthermore, in an era of viruses, spyware, and identity theft, information security 
is even more important in the Commonwealth’s IT policies.  However, software that’s 
downloaded over the Internet and deployed in violation of official procurement policies 
could compromise the security of sensitive citizen information such as Social Security 
numbers or health records.  
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Sales Tax Policies for Government Contractors  
Government contractors based in Virginia need a state sales tax policy that will 

restore their competitive position vis-à-vis non-Virginia contractors bidding on the same 
federal contracts.  It’s correct to say “restore”, since the need for a new policy is driven 
by changes in federal contracting that occurred over the last decade.   

Namely, federal clients often request “bundled” contracts that include both 
services and products.  Previously, services and products were delivered on different 
contracts, so the tax treatment was distinct: contractors paid sales & use tax for things 
they consumed, but did not collect sales tax on things they provided to federal 
government, since the government is exempt from state sales tax. 

However, Virginia’s tax department now presumes that all products provided as 
part of a services contract are consumed by the contractor, and therefore subject to sales 
& use tax.    Virginia’s tax department acknowledges that none of the 13 other states they 
researched have the same presumption.  

Virginia’s federal contractors deserve proper tax treatment when products are 
provided to their federal clients.  If this clarification results in lower tax collections, it’s 
because the state should not have been collecting these taxes in the first place.  Moreover, 
any reduction in sales tax should be balanced by the fact that the Commonwealth loses 
both personal and corporate income taxes when a Virginia business loses a contract to a 
non-Virginia competitor whose state is properly taxing federal projects.  
 

Should Virginia adopt the Streamlined Sales Tax?  
Last year, a joint study commission of the General Assembly looked at whether 

Virginia should adopt the streamlined sales tax (SST).  The answer was a resounding 
“Not now, and perhaps never.” 

For Virginia, new taxes promised by SST may not be worth the burdens on 
businesses and what amounts to unilateral disarmament in attracting technology 
businesses through sales tax policies.  Moreover, much of the attraction to SST is based 
on incorrect assumptions and inflated data. 

First, SST advocates in Virginia claim that it’s only fair to “level the playing 
field” between online and Main Street retailers.  But both online and traditional retailers 
already collect sales tax on any sale made in their home states.  And for decades, Main 
Street retailers have lost sales to suburban shopping malls and big-box stores.    

Ironically, online sales have become Main Street retailers' best hope for success, 
since it enables them to reach millions of customers who would never visit their 
storefronts.   

For example: Blue Moon Galleries has a warehouse and store—located on Main 
Street—in Waynesboro, Virginia.  Blue Moon does some walk-in trade, but most 
of its sales come from a website store and through other online channels such as 
Amazon and Google.   Online sales growth enabled Blue Moon to buy its building 
and increase employment, right there on Main Street.   
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Second, Governor Warner and others are still relying on inflated revenue 
estimates from the University of Tennessee.  Potential new taxes paid by Virginia 
consumers would be one-tenth of what the University of Tennessee predicted at the 
height of the dot-com bubble, according to a study by the Direct Marketing Association.   

And according to data from the U.S. Department of Commerce, sales tax on all 
retail e-commerce nationwide could have been, at most, $3.6 billion in 2003.  The latest 
University of Tennessee estimate of tax losses is $15 billion—over 4 times higher than 
the Commerce Department determined possible. 

As for large online and catalog retailers, most operate stores where customers can 
pick up or return their orders. Catalog seller L.L. Bean, for instance, has stores in 
Virginia and therefore collects tax on all shipments to the commonwealth.  It’s the same 
for Land’s End, Wal-Mart, and Best Buy.  A survey by Forrester Research showed that 
75 percent of online sales in 2003 were by retailers with locations in multiple states. 
These retailers must collect sales tax for any state where they have a location – whether 
or not SST ever becomes law.  

Finally, SST would bring an unpleasant surprise for many regions of Virginia. 
Today, when a Roanoke furniture company makes a shipment to Fairfax, the sales tax 
revenue is credited to Roanoke – the locality where the shipper is located.  But under 
SST, this policy would have to be reversed. Sales tax on shipments from Roanoke would 
be credited to the counties where customers take delivery. That’s good for densely 
populated areas like Fairfax, Virginia Beach, and Richmond, but it means reduced tax 
revenue for the rest of Virginia.   

If the Governor or members of the General Assembly want to bring Virginia into 
the SST, they should bring honest answers to three principles: 

1. Virginia’s Department of Taxation should estimate the impact on local 
governments from the revenue shifts inherent in adopting the destination-based 
sourcing requirement of SST.   

2. Virginia’s enabling legislation should explicitly protect small businesses from 
disproportionate collection burdens, and compensate retailers to cover increased 
costs of destination-based collection. 

3. SST advocates should plainly tell Virginia’s taxpayers that the additional revenue 
will come from additional sales taxes paid by Virginians. 

For Virginia, the new taxes brought in by SST may not justify the revenue shifts, 
new collection costs to Virginia retailers, and the lost opportunity to use tax policy to 
compete for economic development.  With all the unanswered questions regarding 
collection costs and proposed federal legislation, Virginia should not consider adoption of 
SST in the next legislative session.   

Instead, Virginia should continue to improve its business-friendly environment 
and help retailers use new technology to reach new markets and expand their businesses.  
And Virginia’s Congressional delegation should amend federal SST legislation to allow a 
voluntary interstate tax compact instead of a national mandate, in order to protect 
Virginia’s tax sovereignty and ability to compete for economic development prospects. 
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Conclusion:  Hunting and Farming 
This Blueprint for Technology-Focused Economic Development sets forth a blend 

of short-term and longer-term recommendations, much like hunting and farming.  
Virginia should “hunt” for immediate expansion and relocation projects through use of 
targeted marketing and finely-tuned incentives.    

At the same time, the Commonwealth has to tend “the farm” to grow long-term 
capabilities, such as a tech-focused and adaptive workforce, leading education and 
research institutions, and a business-friendly tax and regulatory environment. 

For the new Governor and assembly members, there is a place for both hunting 
and farming in a two or four-year term. Both activities are deserving of resources, and 
will help future Virginian’s reap the benefits of new technologies.  
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Blueprint for Immigration Reform 
 

By:  Albert C. Zapanta 
 
Immigrants play an important part in the success of America’s free-enterprise 

economy. Immigrant workers willingly fill important niches in the labor market. They 
gravitate to occupations where the supply of workers falls short of demand, typically 
among the higher-skilled and lower-skilled occupations. That hourglass shape of the 
immigration labor pool complements the native-born workforce, where most workers fall 
in the middle range in terms of skills and education. As a result, immigrants do not 
compete directly with the vast majority of American workers. 

 
 Immigration provides needed flexibility to the U.S. economy, allowing the supply 
of workers to increase relatively quickly to meet rising demand. When demand falls, 
would-be immigrants can decide not to enter, and those already here can decide to return 
home. The result is a more efficient economy that can achieve a higher rate of sustainable 
growth without encountering bottlenecks or stoking inflation. 
 
 Immigration not only increases the supply of labor but also the demand for the 
labor of others –to provide food, housing, transportation, services and consumer goods. 
Immigration helps to maintain a steady, healthy growth rate in the U.S. labor force. 
Because of immigration, the U.S. workforce and economy will continue to grow well into 
the 21st century, while Japan, Germany, and other advanced economies will be forced to 
adjust to an unprecedented decline in their workforces.11  
 
 The impact of immigration on the small segment of the U.S. workforce that 
competes directly with immigrants is more than offset by the lower prices and wider 
range of goods and services that all workers enjoy because of immigration. Americans 
also benefit from higher returns on investment, and from the opportunities created for 
more skilled native-born workers in those industries that depend on immigrant workers to 
meet the needs of their customers. The comprehensive study by National Research 
Council in 1997 concluded that immigration delivers a “significant positive gain” of $1 
billion to $10 billion a year to native-born Americans.12 And those gains from 
immigration recur year after year. 
 
 America’s recent history confirms that American workers can find plentiful 
employment opportunities during times of robust immigration. During the long boom of 
the 1990s, and especially in the second half of the decade, the national unemployment 
rate fell below 4 percent and real wages rose up and down the income scale, including for 
the poorest one-fifth of American households, during a time of high immigration levels. 
Today the U.S. unemployment rate has again fallen to levels consistent with full 
employment and without diminished levels of immigration. Obviously, immigrants and 
native-born Americans alike can all find work in our $11 trillion economy. 
                                                 
11 Pete Engardio and Carol Matlack, “Global Aging”, Business Week, January 31, 2005. 
12 James P. Smith and Barry Edmonston, editors, The New Americans: Economic, Demographic, and Fiscal 
Effects of Immigration, National Research Council (Washington: National Academy Press, 1997), p.6. 
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Low-skilled immigrants benefit the U.S. economy by filling jobs for which the 
large majority of Americans workers are overqualified and unwilling to fill. Large and 
important sectors of the U.S. economy-hotels and motels, restaurants, agriculture, 
construction, light manufacturing, health care, retailing, and other services-depend on 
low-skilled immigrant workers to remain competitive. 

 
Even as our economy becomes more technologically advanced, the demand for 

less-skilled labor will continue to grow in the years ahead. According to the Department 
of Labor, the largest growth in absolute numbers of jobs during the next decade will be in 
several categories that require only “short-term on-the-job training” of one month or less. 
Of the 20 job categories with the largest expected growth in employment between 2002 
and 2012, 14 of them require only short-term training. Those occupations include retail 
sales, food preparation, landscaping and grounds keeping, janitors, cashiers, waiters and 
waitresses, teaching assistants, and home health aides (training requirements may vary by 
local or state regulation). The net employment growth in those 14 categories alone in the 
next decade will total 4.9 million.13 (See Table 1.)  

 
 Table 1.   
 Projected Change in Total Employment 

from 2002 to 2012 
 

 Occupations Requiring Only 
Short-term On-the-job Training 

Projected 
Growth 

 

 Retail salespersons 596,000  
 Food preparation, including fast food 454,000  
 Cashiers, except gaming 454,000  
 Janitors and cleaners, commercial 414,000  
 Waiters and waitresses 367,000  
 Nursing aides, orderlies, attendants 343,000  
 Receptionist and information clerks 325,000  
 Security guards 317,000  
 Office clerks, general 310,000  
 Teacher assistants 294,000  
 Home health aides 279,000  
 Personal and home care aides 246,000  
 Truck drivers, light or delivery services 237,000  
 Landscaping and grounds keeping 

workers 
237,000  

 Sub-total among top categories 4,873,000  
    
 Source: Bureau of Labor Statistics, Monthly Labor Review, 

February 2004, Table 4, p. 101 
 

 
Meanwhile, the pool of American workers willing and happy to fill such jobs 

continues to shrink. We are getting older and better educated. Between 1982 and 2012, 
                                                 
13 Daniel Hecker, “Occupation Employment Projections to 2012,” U.S. Department of Labor, Monthly 
Labor Review, February 2004, Table 4, p.101 
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according to the Bureau of Labor Statistics, the median age of workers in the U.S. labor 
force will increase from 34.6 years to 41.6 years, the highest level ever recorded in the 
U.S. history. The share of young workers between 16 and 24 will drop by a third, from 
22.3 percent to 15 percent.14 At the same time, workers in the U.S. labor force are more 
educated than ever. In the past four decades, the share of adults 25 and older who have 
not completed high school has plunged from more than half in 1964 to less than 15 
percent in 2004.15 (See Figure 1.) The share of native-born adult Americans without a 
high school degree has declined even further, to below 10 percent.16 Immigrants provide 
a ready and willing source of labor to fill that growing gap between demand and supply 
on the lower rungs of the labor ladder. 

 

 
 
Yet our current immigration system offers no legal channel for enough peaceful, 

hardworking non residents to enter the United States even temporarily to fill those jobs 
that the vast majority of Americans do not want. The result is large-scale illegal 
immigration. 

 
Our current dysfunctional immigration system is colliding with those powerful 

economic and demographic realities, and as usual reality is prevailing. Since 1986, the 
U.S. government has increased spending on the Border Patrol by ten-fold. It has built 
walls for miles out into the desert. For the first time in U.S. history, it has imposed fines 

                                                 
14 Mitra Toossi, “Labor Force Projections to 2012: The Graying of the U.S. Workforce”, U.S. Department 
of Labor, Monthly Labor Review, February 2004, p. 56. 
15 U.S. Bureau of the Census. http://www.census.gov/population/socdemo/education/tabA-2.xls. 
16 George Borjas, Heaven’s Door (Princeton, N.J.: Princeton University Press, 1999), p.21. 
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on U.S. employers who knowingly hire undocumented workers.17 Yet the number of 
illegal immigrants living in the United States continues to grow by several hundred 
thousand a year to an estimated 10 million today.18 

 
The presence of such a large pool of illegal workers imposes an unnecessary drag 

on our economy. Many of those illegal workers are unable to bargain effectively with 
employers for a full market wage, relegating them to secondary markets where they are 
more likely to be paid in cash or hired through subcontractors. The result is submarket 
wages and submarket working conditions for undocumented workers and for legal 
immigrants and native-born workers who compete with them in the labor market. As a 
result, employer sanctions and other enforcement efforts have acted as a kind of tax on 
low-skilled workers in the United States, whether immigrant or native.  

 
The only realistic answer is comprehensive immigration reform. Such reform 

should create a legal channel for workers from Mexico and other countries to enter the 
United States temporarily to fill those jobs vital to our economic strength as a nation. It 
should grant temporary but also renewable visas that would allow foreign-born workers 
to fill those jobs where their labor is most needed. Such visas should allow multiple re-
entries for as long as the visa is valid, complete mobility between employers and various 
sectors of the U.S. economy, and the full protection of U.S. law. 

 
Comprehensive reform should also legalize the millions of workers currently in 

the United States without legal documentation – after careful review for national security 
purposes. Many of these workers have lived and worked in the United States for several 
years. They have become valuable participants in their workplace and their communities. 
They should be allowed and encouraged to come forward to be legalized and properly 
documented. Legalization does not mean amnesty. Newly legalized workers can and 
should be assessed a fine. They should be required to get in line with everybody else if 
they want to apply for permanent status or citizenship.  However we achieve legalization, 
it would be far preferable to the status quo of millions of people living in a legal and 
social twilight zone, outside the rule and protection of the law.  

 
Undocumented workers who are currently employed and who pose no security 

threat should be allowed to stay in the country while they adjust their status. Between 5% 
and 30% of undocumented foreigners have begun the process to become “legal.”  
However, the federal government’s inability to process the required papers in a 
reasonable period of time place these “undocumented workers” in the same category as 
illegal aliens.  Those who are caught in limbo because of bureaucratic delays by the U.S. 
government should be given some sort of legal status while they await the government to 
process their applications. Forcing several million workers to leave their jobs and their 
communities for an indefinite period would serve no compelling national interest. It 

                                                 
17 For an examination of the failure of U.S. border enforcement policies, see Daniel T. Griswold, “Willing 
Workers: Fixing the Problem of Illegal Mexican Migration to the United States,” Cato Trade Policy 
Analysis NO. 19, October 15, 2002, especially pp.4-5. 
18 Jeffrey S. Passel “Estimates of the Size and Characteristics of the Undocumented Population”, Pew 
Hispanic Center, March 21, 2005, p.2. 
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would, however, impose a substantial cost on U.S. companies and consumers in terms of 
disrupted production and even potential unemployment for native-born American 
workers in the affected industries. It would also impose an unnecessarily harsh cost on 
the affected immigrant workers and, in many cases, their U.S. citizen family members. 
 

Reform is not about opening the door to millions of additional foreign workers. 
It’s about legalizing the millions already here who want to be legal residents or U.S. 
citizens and who pose no national security threat to our country.  Legalization would 
raise their wages, benefits and working conditions by giving them more bargaining power 
in the marketplace. They would be more likely to qualify for health insurance thus taking 
a burden off the emergency rooms at hospitals all across the nation.  They would be more 
likely to invest in their language and job skills. They could put their cash in the bank.  
Legalization would replace an underground flow and stock of illegal workers with a safe 
and orderly supply of legal workers-workers who would enjoy the full protection of the 
law and freedom of movement in the labor market. 

 
In conclusion, we Americans have three basic options before us.  
 
1)  We can muddle through with the status quo, leaving millions of currently 
illegal and mostly low-skilled immigrants in the legal shadows, unable to realize 
the full benefits of their labor in the marketplace. 
 
2)  We can redouble the failed policies of the past and crack down, once again, on 
illegal immigration, building more fences, assigning thousands more agents to 
patrol the border, and raiding more workplaces. 

 
3)  We can recognize reality, adopt comprehensive reform, and fix America’s 
flawed immigration system so that it conforms to the realities of a free society and 
a free and efficient economy. A legalized system of migration would, in one 
stroke, bring a huge underground market into the open. It would raise wages and 
working conditions for millions of low-skilled workers and spur investment in 
human capital. And it would allow American producers in important sectors of 
our economy to hire the workers they need to allow their companies to grow and 
prosper. 

 
One Major Change Suggested for Virginia 
 
 Virginia has taken some important steps in recent years to keep our state from 
becoming a beacon for illegal aliens who today pour over our southern borders.  Making 
sure that everyone has “legal status” to obtain a driver’s license and to qualify for certain 
public welfare makes sense. 
 
 But what doesn’t make sense is to lump those “undocumented” foreigners who 
have taken steps to be legal residents, but whose papers are delayed because of U.S. 
government bureaucratic delays, with those truly illegal aliens who come over our 
borders in the dead of night and are hiding in our country.   Throwing these 
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“undocumented” foreigners into the same “illegal category” is truly unfair and 
counterproductive. 
 
 Hispanic leaders estimate that between 5% and 30% of those considered “illegal” 
today are indeed waiting for their papers to be processed by the government.  And each 
of these people has an identification number from the federal government, tied to a 
specific name and that person has an address.  These numbers would indicate that as 
many as 60,000 foreigners in Virginia who are now labeled “illegal” are indeed trying “to 
do it right.” 
 
 Virginia should provide temporary driver’s licenses to those people who are 
indeed trying to become legal residents and whose papers are “stuck” in the U.S. 
government bureaucratic treadmill.  Of course, there needs to be a way to make sure that 
these folks are not security risks for our country and that needs to be provided by the 
federal government.  These folks have official processing numbers from the government 
so the state knows these foreigners are trying to become legal.  These driver’s licenses 
can be issued for a year and be renewable if these people are still awaiting their papers.  
Using the federal processing number assigned to each person would make it easy to 
check on these people through the Internet. 
 
 By providing these “undocumented” foreigners this temporary legal status, these 
people would qualify to obtain driver’s licenses.  And these folks could then get auto 
insurance and health insurance. And they could open up bank accounts easily in state 
chartered banks.  And they would start paying into the Social Security and Medicare 
systems. 
 
 And opening up bank accounts is terribly important.  One of the reasons we have 
a growing gang problem is that tremendous amounts of cash are stashed in the homes and 
apartments of “illegals” and gang members know this.  If tens of millions of dollars could 
be put into bank accounts by these folks who are today in this “limbo status” we would 
be making our streets much safer by taking a huge incentive for gangs out of play. 
 
 Virginia should carefully consider this change and, at the same time, encourage its 
powerful congressional delegation to urge the United States Congress to give these folks 
from foreign countries who are trying to secure legal status a temporary status allowing 
them to work in the open, start bank accounts in federally chartered banks, etc. 
   
 Virginia should continue to be vigilant in not becoming a magnet for truly illegal 
aliens here in the United States.  At the same time, Virginia can take a huge step in 
bringing a more reasonable approach to the issue of “undocumented” foreigners by 
giving special, but temporary, legal status to those who are in our state and who have 
applied for legal status but are merely awaiting for the federal government to process 
their papers.  These people want to be good and productive members of our society.  A 
large percentage will become United States citizens and they will become solid additions 
to our society just as other immigrants have done over the history of our country. 
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Albert C. Zapanta is President and Chief Executive Officer of the United States–
Mexico Chamber of Commerce and is responsible for operations in 12 regional offices in 
the United States and three in Mexico, including Washington, D.C. and Mexico City. 
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responsible for negotiations on oil and gas matters and the copper mines owned by 
Anaconda, an acquisition of ARCO. He was also ARCO’s representative to the 
government on issues of environment, transportation, legislation and public affairs.  

In public service, Mr. Zapanta has held a number of presidential appointments and 
was a member of the Department of State’s Advisory Committee on International Trade, 
Technology and Development.   Mr. Zapanta’s military record includes the Silver Star, 
five Bronze Stars for Valor and the Purple Heart, and led a Peacekeeping Mission to the 
United Nations Referendum on the Western Sahara. 

He is a graduate of Harvard School of Business, and holds degrees from East L.A. 
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Thomas Jefferson Institute for Public Policy 
Board of Directors 

 
 
Michael Thompson: Chairman and President: For over twenty years Mr. Thompson owned his 
own marketing company. He has been very active in national, state and local politics as well as a 
number of state and community organizations, commissions, and committees.  
 
Randal C. Teague: Secretary/Treasurer/Counsel: A Partner in the law firm of Vorys, Sater 
Seymour and Pease, Mr. Teague is a noted international attorney. 
 
John Alderson: President of the John Alderson Insurance Agency, he chaired the Reagan for 
President campaigns in Virginia. 
 
Warren Barry: Former State Senator, current Member of the Alcohol Beverage Control Board. 
 
William W. Beach: Director of the Center for Data Analysis and John M. Olin Senior Fellow in 
Economics at the Heritage Foundation in Washington, D.C. 
 
Sandra D. Bowen*:  Secretary of Administration and past Senior V. P. of the Virginia Chamber 
of Commerce.  She served in major leadership positions for Governor Baliles and Robb. 
(*Mrs. Bowen is on a leave of absence during her tenure with Governor Warner.) 
 
Stephen Cannon:  Partner, Constantine Cannon, PC, former Sr. VP of Circuit City Stores. 
 
James W. Dyke, Jr:  Partner, McGuireWoods and former Secretary of Education for  
Governor Douglas Wilder. 
 
Eva S. Hardy: Senior Vice President for External Affairs and Corporate Communications, 
Dominion Resources Services, Inc. 
 
Robert L. Hartwell: President, Hartwell Capitol Consulting, Senior Consultant to American 
Systems, International. 
 
Alan I. Kirshner: Chairman and CEO of Markel Corporation. 
 
Jay Poole: Vice President for Agriculture Policy and Programs, Altria Corporate Services 
 
Joseph Ragan:  Founder and President of Joe Ragan’s Coffee. 
 
John Rust:  Former State Delegate and Partner, Rust and Rust law firm. 
 
John Ryan:  Senior Counsel and Director of Government Affairs for Bristol Myers Squibb.  
 
Robert W. Shinn: President of Public Affairs, Capitol Results 
 
Todd A. Stottlemyer: President and CEO, National Federation of Independent Business 
 
Dr. Robert F. Turner:  Law professor at the University of Virginia at Charlottesville. 
 
Robert W. Woltz, Jr:  President and CEO of Verizon-Virginia. 
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