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Preface
Based on comments from reviewers, it is possible Selling the State could
be controversial in academia and possibly in the larger world where politics and
economics are intertwined every day. If so, I will be glad.
My intention, from the start of my dissertation research in 1987-1988, was to
develop a body of work that drew on my background in journalism, agricultural
economics, and sociology. I wanted a truly in-depth, long-term case study of development policies in my then-home state of Kentucky. With all due apologies to
the late C. Wright Mills, the writing and research for this book are an exercise in
stretching the “sociological imagination.”
Some will say this book is not sociological. I am fine with that. My dissertation committee, as I learned later, debated this issue after my too-wordy response
to a question about what made my work sociological. Frankly, I didn’t care if my
dissertation was or wasn’t sociological, and I said so then in phrases that raised
doubts about my orthodoxy. Sociology, coupled with knowledge from my other
disciplines, provided critical tools for a deep investigation into the evolution of
Kentucky’s economic development and education policies. This book emphasizes
the evolution of Kentucky’s economic development policies with references to
education. So, it is historical, but not necessarily history.
Selling the State is not political science, either. But it is about state-level
politics, a field researched all too rarely. It is based on hundreds and hundreds of
pages of government documents, including governors’ speeches; documents from
the legislature and state agencies; and newspaper reports and books.
Nor is this book an economics text, although it is laced with interpretations
of economic philosophy. The underlying assumption is that capitalist economics
is far more than marketplace activities. Economics is characterized by different
modes of thought that determine how market activities are viewed, and what, if
any role government should play in the economy. If capitalism is an ideology, a
sometimes fragmented one at that, then the term “Keynesian activism” is a legitimate way of describing Kentucky’s efforts to attract new capital by “pumppriming” the Commonwealth’s economy with business tax breaks and incentives
to create jobs that boost consumption.
Probably the first (or last) straw for many readers will be the book’s critical
theoretical lens based on the heritage of Karl Marx, Antonio Gramsci, and Enzo
Mingione, among others. These philosophers/activists/academics and others like
them provide incisive tools for understanding how economy, politics, and culture
are inextricably interwoven in a capitalist sociocultural system that is at once
unified and divided, declining and rising. In other words, it is dynamic. The tools
are not overly popular in many circles across the United States, perhaps because
they dig a little bit too deeply under the nation’s fragile mythologies of free markets and pluralistic government that are said to promote equality of opportunity,
growth, and progress.
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Many government and economic leaders—especially in Kentucky—are not
going to be happy with this book. It unravels myths surrounding a welfare state
dedicated to supporting business profitability while staking a claim on job creation for the masses. The system runs on regressive taxes that hit workers hardest.
In addition, job creation coming out of the 2007 has been weak by all historic
measures, despite pervasive corporate tax breaks.
Over the past two generations, job creation using incentives of one sort or
another has become a central function of government at all levels. Critics will
question the analytical tools I use. They will disagree with my interpretations.
They will question the facts I use. Such is the fun of different viewpoints, different
ways of seeing and knowing, in civil debates.
We need a good debate about the role of government in assisting businesses
in the name of job creation. Much is at stake. I hope Selling the State—a pun if
ever there was one—contributes to the discussion in some way.

Foreward
On the next to last page of her essential book on development, The Economy
of Cities, Jane Jacobs imagines that some day a flying saucer will appear from
another solar system. Earthlings will be agog at the gizmos the visitors will carry
and the vehicles that brought them from so far away. We will be eager to ask how
all this new machinery works.
Jacobs says that questions about technology, however, are not the first we
should ask. She writes:
The important question … would be something quite different: What kinds of
governments had they invented which had succeeded in keeping open the opportunities for economic and technological development instead of closing them
off? Without helpful advice from outer space, this remains one of the most pressing and least regarded problems.

While covering economic development policy in Kentucky during the 1990s
for the Lexington Herald-Leader, I often thought it would take intervention
from another planet (if not the Divine) for the government to develop policies
that would give my woebegone state a chance at prosperity. Kentucky and its
governors seemed to have an instinct for poverty.
The one thing that is clear from the history of economic development, however, is that nobody has a very good recipe for turning poverty into prosperity.
Yes, there are charts and books and reports enough to fill a boxcar, but when you
get right down to it, nobody has the answer. Nobody can say with any certainty
that a combination of X (or Y) factors will result in a poor place becoming rich.
Most places are poor, after all, and have been since the beginning of time. If there
were a sure-fire road to riches, somebody would have told by now.
Economic development is one of those do-it-yourself occupations. You either
do it yourself or it doesn’t get done. As a consequence, development becomes a
reflection of the state of mind of those developing the policy. Want to know what
a group of elected leaders think of their people and their future? Look at their
development policies. Those will tell you a lot. That’s why Timothy Collins has
written an important book. Selling the State is about how a southern state’s people
in the 20th century thought of their state and themselves. It’s a story of Kentucky,
yes, but it is also very much a chapter in the larger history of the United States.
If Jacobs’s flying saucer had landed in Kentucky (or much of the South) in the
last century, the first thing most of the state’s governors—and all of its economic
development officials—would do would be to offer the visitors from far away a
tax break if they would open a saucer-building factory in the Commonwealth.
The extra-terrestrials would be shown a half dozen fine industrial parks and given
assurances that Kentuckians would work hard and for “competitive” (i.e., low)
wages.
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That’s how we thought of ourselves by the end of the century—not as the
creators of work, as the originators of companies, but as hired hands for others. Kentucky’s economic development efforts were spent searching for a viable
economy that could be imported into the state. The state “competed” with others
to provide manufacturers (which, in the 1990s, extended to chicken-processing
plants) with the lowest costs for their branch plants.
As Collins documents, there were other countervailing forces in Kentucky
calling for better public schools and more forceful universities. Sometimes these
groups would win and Kentucky’s schools improved. But the state’s economicdevelopment strategy worked at cross-purposes with its on-and-off-again efforts
at education reform. Quite simply, the schools were preparing Kentuckians for the
high skill jobs that were being created elsewhere. Yes, the schools could improve,
but the benefits accrued to other places, as educated Kentuckians left the state for
the jobs that could use their new skills. In the early part of this century, statistician
Robert Cushing tracked higher wage residents leaving Louisville and coming to
the Texas tech cities of Austin, Dallas, and Houston. In return, those earning lower
wages were moving into the Commonwealth. In the flows of talent across the
country, Kentucky was a loser in part because the state’s economic development
strategy was aimed at attracting low-skill jobs.
Moreover, the culture of the state didn’t encourage new enterprises. (This
is a major theme of Selling the State.) A good example of how the state failed to
nurture its high-tech economy can be found in the story of IBM, which opened
a Selectric typewriter-production facility in Lexington in 1956. In the 1960s, the
Lexington group was split. Half of Lexington’s IBM workforce went to Austin,
Texas. The other half stayed in Kentucky.
Over the years, the Lexington group morphed from typewriters to printers,
eventually becoming Lexmark. The Austin group, however, was at the center of
an innovation explosion. The Austin IBM group in the 2000s had some of the
company’s top patent producers, and the group that migrated first from Lexington
became the center of the company’s super computer research.
Jim McDonald was a University of Kentucky graduate who worked at
the IBM plant in Lexington. He eventually became chief executive officer of
Scientific Atlanta. I asked McDonald in 1998 about the difference between Austin
and Kentucky, and he told me that Lexington lacked the entrepreneurial atmosphere of Texas. “They’ve created an environment that allowed people to start
companies,” McDonald said of Austin. “Dell (Computers) was one of these companies that came out of that environment because the environment was created
where people could come in and then start these businesses.”
Selling the State tells how choices made over a century sustained a culture
that was, in a sense, economically inert. It was a choice the state made—rather a
series of choices. Kentucky wasn’t alone in its economic path. The consequences
of those decisions—traced in the book’s charts—have been profound.
BILL BISHOP
Former Editor, The Daily Yonder (dailyyonder.com)
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Kentucky’s Economic Development Policy in Context
Appearances and Realities
A richly sculptured pediment highlights the north entrance to the Capitol . . . [It]
shows a lady Kentucky, with Progress, History, Plenty, Law, Art and Labor as
her attendants.1

Capital Avenue in Frankfort is a broad parkway set off by tall, black, double-armed
street lamps, the old-fashioned kind that remind you of the Victorian era. The
tree-lined boulevard runs through a neighborhood of old, mostly frame, well-kept
houses. These are both private residences and offices for the Commonwealth’s
various constituencies.
The boulevard ends in a circle, separated from the massive stone, GreekRoman colonnaded Capitol Building by long, gradual stairways beside meticulous gardens. The steps rise to a seat of government power on a knoll. The capitol
is seemingly removed from the busy commerce of Lexington and Louisville; removed from the diverse agriculture; removed from the seemingly rural coalfields
of eastern and western Kentucky; removed from the businesses and industries that
dot small cities and rural areas; and removed from downtown Frankfort, with its
turn-of-the-century brick stores and shops (Figures 1.1, 1.2). The beautiful setting
on the limestone bluffs of the Kentucky River seems a world apart. Politics and
the economy appear separate here.
Frankfort, like other state capitals, is a city of appearances. The Capitol,
with its stately dome, is a monument to government in a park surrounded by
houses, in the middle of the people, a setting of populist democracy. The
reality is quite different. This is a place of political economy, a nexus of power and
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wealth. Public government activity here often focuses on the needs of privately owned
businesses run by an elite, diverse bourgeoisie and petty bourgeoisie that can be fragmented by pressures from inside and outside the state. While the Commonwealth’s
business elite has many shared interests built on market growth and the protection of profits, the very political and economic forces it seeks to shape can create
divisions or unity that directly affect public and private interests.

State-Level Economic Development Policies
It seems unlikely that the federal Constitution’s framers ever envisioned an all-out
“war between (among) the states” and their communities in the realm of economic
development. The Constitution is a document of “a more perfect Union,” a foundation for nation building. From a legal perspective, Burstein and Rolnick argued
that the competition could be in violation of the Constitution’s Commerce clause,
but federal courts have not addressed the issue. Congress needed to offer a remedy
to stop competition that they viewed as destructive.2 The legal philosophy that
supports economic inducements to support business development and attraction is
rooted in serving the common good of both the state and its communities through
job creation. The principle has been a finding in Kentucky’s General Assembly
and upheld by the Commonwealth’s courts, among others. So, perhaps the national issue is moot, a demonstration of historic federal government reluctance
to interfere with certain aspects of commerce and states’ development efforts.
Economic development agencies of one form or another are entrenched nationwide in all states, and development remains at the top of the agenda for states,
especially in times of a deeply problematic wider economy.3
The economic development tradition runs deep in U.S. history, dating back
to colonial times. During the mid-1920s, Maine, Florida, Alabama, and North
Carolina set up statewide government agencies for industrial development and
attraction. The crisis of the Great Depression spurred the federal government to
become deeply involved in economic development and job creation in its New
Deal efforts to supply massive funding for infrastructure development, organize
industrial sectors, and move the national agenda toward policies designed to promote “full employment.” Kentucky set up its statewide Agricultural and Industrial
Development Board (A&IDB) in 1948, putting it among the leaders of evolving post-World War II statewide economic development policy. Efforts to set up
a statewide agency in Kentucky had failed before the war even as other states
put themselves in a competitive position to build their economies. For example,
in 1936, Mississippi became the first state to offer tax-exempt bonds, a practice
adopted in Kentucky in 1946. These bonds came into widespread use over time,
spurring a national mini-crisis that required congressional intervention in the
late 1960s.
Before states developed sophisticated, more centralized and now,
sometimes privatized development policies, many communities had their own
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local development organizations. Kentucky’s local industrial development foundations date back at least to the 1920s. Maine started the post-World War II wave
of business development corporations in 1949. By 1959, 21 states had adopted
this model. Kentucky included these corporations as part of its 1960 legislation
expanding the Kentucky Industrial Development Finance Authority (KIDFA), established in 1958. New Hampshire (1955) and Pennsylvania (1956) were among
the leaders in establishing industrial development authorities, which spread rapidly. In 1963, 19 states had similar agencies. Between 1956 and 1963, 17 states
began using some sort of tax concessions to attract industries, including Kentucky
in 1960. Different types of tax incentives have been one of the main economic
development devices, often coupled with various forms of low-interest loans.4
States also developed various mechanisms to handle real estate transactions for
development.
By the early 1960s, economic development competition among states was
well underway. Governors played an increasingly important role in economic development, as promises of job creation became part of their political campaigns.
In a steady evolution, Kentucky’s economic development policy widened with its
fundamental premise to use state funds to leverage debt and forego business tax
revenues to attract new private enterprises and create jobs. Although some critics
were concerned about debt, red ink continued to spread. By 1986, there were more
than 30 quasi-governmental debt-issuing authorities to circumvent debt limits
established by the 1891 Constitution.5 Courts have defended this approach
since 1960.
According to a New York Times website on states and business incentives,
Kentucky has 30 economic development programs. It spends about 15% of its
state budget on economic development, or $324 per capita. Its top three expenditures are oil, gas, and mining, followed by agriculture and manufacturing.
Industrial development, the original goal of the state’s early programs, receives
less than a third of the amount that now goes to energy and mining interests. In
fact, the state entered into industrial development to diversify away from energy
and agriculture. By comparison, Texas, the largest spender in the country, spends
just over half of its state budget on development, or $759 per capita, much more
than twice Kentucky’s expenditure. In Texas, the leading beneficiary, manufacturing, alone receives $11.7 billion, far more than Kentucky’s total development outlay of $1.41 billion. The New York Times figures are based on intensive mining
of information over 10 months and were published late in 2012.6
The evolution of Kentucky’s economic development policies made some
sense in a growing national economy as development became a, if not the central
focus of state government. Policies tended to emphasize the supply side; they
were designed to attract outside capital that would create jobs using taxes and
other incentives.7 Education almost universally was the highest-funded budget
item for states and was important in raising worker skills. Skilled and unskilled
workers could be considered the demand side for economic development. They
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need and seek employment for the survival of themselves and their families. For
much of its history, however, the connection between education and economic
development in Kentucky was recognized, but tended to receive limited emphasis. Until the late 1990s, it appears that governors recognized both supply and
demand approaches to economic development, but tended to emphasize supply
side incentives.8
In Frankfort, economic development came to be viewed as the dominant
driver of the state revenue machine needed to fund increasing demand for better
roads, schools, and other state services, also pushed by federal legislation and policy. Economic development and job creation have been an essence of a capitalist
political economy built on stable labor-capital-government relationships. But the
wave of globalization that emerged in the 1970s along with widespread technological change and state fiscal crises altered the patterns of government assistance
to capital, moving business elites from an advisory capacity into the driver’s seat,
as well as sharpening criticisms of the policies.
The efficacy of legalized business inducements — some quietly dare to call
them bribes — was discussed off and on in the literature for decades, but became less common after the 1990s.9 Economic, political, sociological, and geographic perspectives have shaped the discussions, which have emerged again in
the past several years. One recent book systematically evaluates Michigan’s several different dimensions of industrial property tax abatements using Geographic
Information Systems and various quantitative analyses. The authors, Sands and
Reese, found the policy was problematic.10 Occasionally, especially in times of
fiscal crisis, the debates have moved beyond academics and intellectuals into the
wider media. For example, Stateline.org recently posed the question: “Creating
jobs: What can a governor do?”11 According to the story, Maine’s Republican governor, Paul LePage, defied the predominant policy ideology of more than 50 years
by announcing that he could not directly influence private sector job creation. On
one hand, LePage, one of the new cohort of highly conservative governors elected
in 2010, seemed to recognize limitations on himself and questioned the role of the
state. On the other hand, he advocated tax cuts for businesses as the best way to
improve the state’s business climate. Perhaps the distinction is that there is a state
role, but a variable role for governors in selling the state, the subject of this book.
Global and national competition for jobs provides a setting for state economic development policies, but there are other considerations, too. Sometimes,
businesses game the system. For example, Cincinnati.com reported how a medical company moved back and forth across the Ohio River over a number of years,
trading places to take advantage of Ohio’s and Kentucky’s incentives.12 There
also appears to be a pattern of using business incentives to hold states captive
with threats to take jobs elsewhere, the so-called “prisoner’s dilemma.”13 In 2010,
Missouri’s Republican governor, Jay Nixon, facing a $500-million state budget
shortfall, said his state’s growth of tax breaks had been “rapid and unchecked” in
a state where such expenditures are relatively small, compared with other states.
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Missouri’s business incentives, however, were affecting the state’s ability to
support its educational system, which he viewed as far more important in the long
run. At the same time, however, he faced the loss of a Ford Motor Company plant
in Kansas City which would have rippled throughout the state’s fragile economy.14
In early 2011, Ford accepted a $150-million state incentive in exchange for a
$400-million investment in the plant. The state’s incentives, passed by a relatively
wide margin in the legislature and signed by Nixon, came from allowing Ford to
retain employee withholding taxes if the corporation improved the plant. Despite
the governor’s stated misgivings, the state’s economic development program has
continued. At the beginning of 2012, an Associated Press story said the state had
authorized a record amount of money for incentive packages during 2011, even as
it appeared that the incentives had fallen short on promised job creation.15
Illinois, a state crippled by high debts, faced corporate demands for tax breaks
with a mixed outcome. In February, 2012, Sears Roebuck & Co. laid off 100 employees at its Hoffman Estates, IL, headquarters, two months after a receiving
a $150-million tax credit from the Illinois legislature. The credit from the state
came after the company threatened to move its headquarters and higher-paying
jobs elsewhere. In the same bill, the state gave a tax credit to CME Group Inc.,
operator of the Chicago Mercantile Exchange. The firm also had threatened to
leave Illinois. During the negotiations with the legislature and the governor, other
states tried to woo the affections of the firms. The Sears layoffs did not go below
the employment floor set in the law, so while critics might have viewed the action
as bad form, it did not violate the letter of the law. The final Illinois package represented hundreds of millions in lost revenue for the beleaguered state. In a pique of
conscience, the legislature also passed a separate measure that granted tax breaks
for individuals and the working poor. The vote tally in favor was lower than the
total for the corporate tax break.16 To make matters worse, in mid-April, 2013, former Republican Texas governor and presidential candidate Rick Perry announced
his plan to make what could delicately be called a trade mission to Illinois to woo
businesses of the beleaguered state to Texas. He went so far as to narrate an ad,
suggesting businesses should leave while there was still time.17
Recent events in Kentucky illustrate the tenuousness of the corporate welfare state’s relationships with capital. Toyota announced its first North American
auto manufacturing plant in Georgetown (Scott County) in 1985. In 1996, the
firm opened offices in Erlanger (Kenton County) near Cincinnati, OH, for its
North American manufacturing office. In 2006, the engineering, and research and
development units were brought to that facility.
The Commonwealth’s relationship with Toyota took a bad turn in April,
2014, when the firm announced it was moving about 1,000 engineering and
manufacturing headquarters jobs to Plano, TX, a Dallas suburb. Another 250 jobs
were to be moved to the Toyota Technical Center in York Twp., MI, near Ann
Arbor. The phased move, set to be completed in 2016 or 2017, included transferring about 300 workers from Erlanger to the Georgetown plant. Toyota’s decision
to move the operations may well have been related to the drastic reduction of
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Delta Airlines flights into and out of Cincinnati/Northern Kentucky International
Airport in nearby Hebron, KY, part of the significant realignment of the airline
industry that have caused the hub facility’s fortunes to lag.18
Perhaps the main criticisms of state-level economic development policies
involve effectiveness and accountability. Historically, data have been difficult to
obtain, and rare state-level studies such as this one have shown mixed results.
The amount of information available has increased markedly in recent years.19
The Pew Center on the States issued a report in 2012 that outlined evaluation
processes for states’ economic development policies. The report noted that no
one is really sure what the total value of tax breaks and incentives is, but it was
estimated to be in the billions of dollars. Thirteen states are, by the Pew Center’s
standard, doing a good job of integrating the results of tax incentives into policy
and budget considerations. Kentucky was one of twelve states said to be showing
mixed results with its policy evaluation.20 Half of the states were said to miss the
standards. State economic development policies, whether successful or not, are
fraught with pitfalls in today’s highly competitive economic sphere.

Uneven Development and Market Failure
In the post-World War II era, the sociocultural implications of nationwide competitive economic development policies were complicated enough in the framework
of a unifying Cold War capitalist/military industrial complex hegemony (predominance). Whatever the quiet and sometimes noisy currents of dissent, economic
development offered a unifying theme with the promise of social well-being for
a majority of Americans through jobs creation and low levels of unemployment.
But the radical transformations brought by waves of globalization, deindustrialization, and reactionary neoconservatism in the 1970s further complicated the
material, social, and ideological strands of development policies. In the neoconservative/neoliberal worldview and practice that emerged in the last half of the
twentieth century, government continued to assist capital formation even as social
services were threatened. Ironically, governors’ and legislators’ suspicions about
bigger government grew in Kentucky and elsewhere after the late 1960s, possibly
at a height of the Commonwealth’s successes at industrial development. Despite
rising suspicions, state economic development policies continued to expand under
both conservative and liberal administrations. The faith in capitalism, sometimes
under the mythical banner of free enterprise, was a deeply shared and seemingly
unshakeable part of governors’ ideology. The global and national games of economic development changed. But government’s role in helping business, although
sometimes criticized, only grew. In times of seemingly endless economic stability,
citizens needing work and corporations legally mandated to protect shareholder
interests increased demands on government to accommodate business profitability not only to attract, but to keep businesses and jobs. The process created crises
of its own.

Kentucky’s Economic Development Policy

9

Enzo Mingione has called the development process generalized anarchy because of competition among regions for perceived benefits of development. Ellis
and Rogers referred to it as an arms race.21 Competitive economic development
policies across the country have been beneficial in some ways, but the game has
winners and losers. The phenomenon can be explained by the concept of uneven development, sometimes called market failure, which promotes economic
inequality across regions and social classes. In Kentucky, high levels of rural poverty, especially in the eastern coalfields of Appalachia, were an early rationale for
creating economic development policies.
The Commonwealth’s policies were an offshoot of New Deal-style Keynesian
activism based on efforts to help the poor and disenfranchised. But Kentucky’s
earliest government intervention also was pragmatic. Policies emphasized job
creation through industrial development. Manufacturing paid relatively high
wages and could be adapted to the Commonwealth’s workforce, which generally
had low skill and education levels. The policies evolved steadily over time into
a full-blown economic development program to benefit almost all fragments of
the elites in the Kentucky economy. The policies, however, could not completely
mitigate all of the negative effects of uneven development. While poor areas saw
some economic gains, capital and jobs continued to pool in metropolitan areas, at
least before the 2007 recession. Uneven development is not limited to Kentucky.
It can be seen across the United States in different patterns of regional growth that
affect cities and the countryside.
From a critical perspective, uneven development is fundamental for the general reproduction of capital (corporate profitability). The underlying assumption
is that the capitalist system exploits workers and regions with natural resources
and a lower-skilled workforce. In one major approach to global development, anthropologists, sociologists, economic geographers, and others have often referred
to core, semi-peripheral, and peripheral geographic regions.22 This approach
provides a useful framework, because it describes historically how wealth and
income are transferred to and from the core, traditionally the richest area with
the highest levels of skilled labor, income, and wealth. Core-periphery relationships are interdependent, based on the nature of relations of production, worker
skill levels of workers, and the product cycle.23 As Markusen shows, uneven development is linked to accelerated capital movements and the freedom of large
multinational corporations to move quickly. There are two aspects of this drive
toward capital accumulation: First, competitive market conditions force continual
efforts to increase production through product and process innovations that allow
short-run profit increases. Second, firms try to boost surplus value by seeking to
limit wages; migrating to areas of lower labor costs; abandoning places where
resources are exhausted or have become relatively too costly to exploit; shunning
places where the social wage (worker benefits and regulations, for example) is too
high; and moving closer to sources of new materials or resources or transportation
savings.24
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Mingione’s perspective on uneven development uses a slightly different lens
to examine capital formation and movements across geography, including sociocultural aspects of development. Uneven development does not offer a precise,
scientific meaning of urban (core) or rural (periphery).25 The terms are descriptive, based on characteristics of landscape, land use, population density, and the
often conflicted relationships of production and capital exchanges within and
across regions. Urban and rural areas are inextricably linked economically, but
the terms of regional and geopolitical predominance tend to support urbanized
areas where capital is pooled. According to Mingione, uneven development is
the consequence of dialectical (contradictory or oppositional) relations, decisions,
and choices. Its features express an inequitable territorial social order because of
varying levels and rates of corporate profitability alongside incompatibility with
interests of the large majority of the population. The process transfers development costs (economic and social costs, such as highways, schools, environmental
damage, and overcrowding) to the working class. All of this occurs in a state,
national, and international framework. The promise of job creation and a better
quality of life is the ideological bridge over the chasm of economic, political,
social and geographic contradictions. That promise is part of what Mingione calls
the unification tendency.26
Key ideological values are central to capitalism’s material base of wealth
creation and the social processes of the workplace, politics, and education.27 From
the immediate post-World War II years into the 1970s, a New Deal compromise
that saved capitalism during the Great Depression helped produce a relatively
high quality of life for most Americans. In conjunction with workplace and political gains since the Depression, most workers found that many material, political, and economic wants seemed to be satisfied.28 Poverty remained a problem in
central cities and rural areas, but declined rapidly in the early 1960s because of
the expanding economy and government efforts. President Lyndon B. Johnson’s
War on Poverty, started in 1964, was an extension of the New Deal compromise.
It helped open political and economic opportunities for many who had been disenfranchised by widespread racial and gender discrimination. The predominant ideology through the 1960s was that corporations, government, and workers were in
a partnership to build the economy as part of the American Dream. In fact, some
intellectuals saw this period as “the end of ideology.” This take on the American
body politic appears, in retrospect, to have been wishful thinking. It missed widespread undercurrents of discontent across the country, even in a relatively prosperous time.29 This discontent of the 1950s and 1960s flared up with violence, but
did not predominate. It was supplanted during the 1970s by a hegemonic neoconservatism that successfully fused free-market beliefs with individual self-interest,
patriotism, and concurrent distrust of big government, among other things.
Massive sociocultural transformations since the 1960s exacerbated already
problematic economic and environmental geography and relationships of capital with nation states, their own regional states, and local governments. Most
importantly, events altered social class relationships, weakening workers while

Kentucky’s Economic Development Policy

11

strengthening the prerogatives of capital in the labor markets and public-private
negotiations for job creation and retention. Gaps in income and wealth widened
appreciably after 1980, the result of growing corporate profits aided and abetted
by favorable government tax policies and increased global trade. To ameliorate
the impacts of shifting capital, national, state, and local opinion, leaders relied on
sparking the power of the country’s competitive spirit among workers, promising
that the new high technology “knowledge economy” would provide high-paying
jobs to all who wanted them. Appeals to competition were part of an ideology that
appealed to America’s cultural underpinnings. They were an attempt to spur productivity and individual action (and responsibility) in the face of rapidly changing (and often declining) economic prospects for communities and regions, even
as profits of businesses and their associated elites of managers and shareholders
continued to grow. To survive, individuals were told that they had to compete to
meet the challenges of the global economy. Education and skills were absolutely
necessary for individuals to succeed.
The future, however, is uncertain because of continuing sociocultural fragmentation and divisiveness that accompanies stagnant and declining wages and
wealth for a large segment of the population. The rise of neoconservatism, with
its historic roots in laissez-faire market determinism in individual and community life, recalls the classic liberal doctrine of natural rights individualism. In this
philosophy, social benefits are said to be realized through individuals acting in
isolation and pursuing their own aims with minimal state interference. The market
is the key mechanism of social and economic regulation, but government power
is increased to secure stability for business, trade, and family life. Two important
assumptions underlie this agenda: First, individual rights are independent of society. Second, rights to property and accumulation of resources are paramount,
even with vast inequality.30 In the long run, however, heightened individualism
and competition, as well as widening social class distance (polarization), fragments government’s ability to function effectively in the face of slow economic
growth and regressive tax policies that hobble states’ revenue streams, exacerbate
revenue crises, polarize politics, and frustrate citizens.
Academicians such as David Held and Adam Przeworski captured the early
drift of neoconservatism in the 1980s. They noted that what they called the New
Right redefined pluralism as legal democracy with an agenda of extending market
activities into more areas of life, including government (privatization); limiting
government action in regulating the economy and in providing opportunities to
citizens; curtailing powers of certain groups, such as organized labor; and pushing
for law and order.31 The New Deal welfare state that evolved out of the Depression
sought broader equality of opportunity and employment opportunities. It has
been sucked into a neoconservative corporate welfare state that clearly plays to
building corporate profits while dampening wages and job creation.
With their unswerving trust in market forces, neoconservatives selectively
downplay the role of government in the lives of poorer working-class citizens
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with rhetoric that fosters distrust and suspicion. Under the neoconservative
regime, government increases the wealth of capitalists, but rejects government
interference in markets with rules and regulations. Wage-dependent citizens, who
for several generations relied on the heritage of New Deal government activism
to resolve problems, now blame the government not only for market failures, but
also for persistent economic crises and their own personal financial insecurity.
After all, government at all levels has assumed responsibility for job creation.
In a turbulent economy, we now have a continuing cycle of interconnected political and economic crises that further undermine public trust in government’s
ability to deal with problems. Government seems to be, and even may be more
unresponsive, inept, and corrupt.
Progressive political economy suggests that nominally democratic government and capitalism weave the economy in a partnership, a continuing legacy
of liberal thought. The processes and structure of economic development have
evolved within the predominance of changing and dynamic capitalism as both
an ideology and market space of corporate and individual action. Governments’
role in economic development has been questioned and criticized, but has generally been viewed as essential in creating a highly subjective favorable business
climate through tax policy and incentives.
In retrospect, it appears economic development efforts may well have been a
drain on the overall economy, although the results might more correctly be called
mixed in Kentucky, a theme that emerges later in this book.32 Corporations certainly have benefitted. For the public, job creation is popular. Tax incentives may
be problematic in the long run for governments, but they are often given quietly
or are part of some magic box in the sanctum sanctorum of economic development. There is debate about whether the states’ and communities’ investments are
rational, especially if everyone has similar programs. Sometimes the investments
pay off. Sometimes they do not. Despite several decades of research, the effects
of tax incentives remain uncertain both on location decisions and on government revenues. The incentives may result in reduced public expenditures, which
appears to be the case in the deep economic downturn after 2007.33

Kentucky’s ‘Keynesian Activism’
State-level economic policies today represent “Keynesian activist” liberalism
gone awry. The policies have been co-opted by neoconservative and neoliberal
politicians with different shades of shared ideology that shape the overall political economy in a fragmented sociocultural system. In Kentucky, the policies that
emerged after World War II were an echo of Franklin D. Roosevelt’s New Deal
of the 1930s. This liberal project was partly designed to address market failures
in the Commonwealth’s poorer regions by spurring industrial development. Yes,
corporate profitability was desirable. But the policies also were intended to help
workers and ameliorate poverty. Increased worker income would spur demand for
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goods and services. Policies initiated by governors and the legislature in the early
1960s were certainly political, but launched with good intentions to redress what
leaders at the time saw as real human suffering in the Commonwealth.
Kentucky’s postwar development policies were an expression of Keynesian
activism: direct state-level government intervention with the intention of stimulating the Commonwealth’s political economy and build employment. To do this,
it was necessary to increase Frankfort’s breadth and reach by dodging constitutional strictures on state debt to meet seemingly intractable issues. In the 1950s
and 1960s, governors sought to redress uneven economic development with
devastating poverty in the coalfields and other rural areas.
In the ensuing years, powerful individuals and groups—aided by businessfriendly governors and legislators—“worked” Frankfort to meet their needs while
promoting job creation. Their efforts shaped the nature and content of policy discussions; the dynamics of class and capital fragments; and the Commonwealth’s
economic geography. Their efforts also changed the government’s machinery
through evolving economic development policy, including state indebtedness,
business incentives, and taxation. The policies attempted to meet sometimes conflicting demands of members of social classes that encompass the interdependent
lives of business owners and operators, farmers, workers, government bureaucrats, elected and appointed officials, workers, and other stakeholders. Whatever
the benefits to businesses and the Commonwealth, the governors’ promises of job
creation have been a unifying theme in selling of the state as a good place to do
business and to live and work.
Maintaining unity in the Commonwealth was not always easy. Kentucky’s
old-line regional and partially complementary economic sectors of agriculture,
tobacco, whiskey, coal, and the horse industry retained some clout throughout
the twentieth century. But the older fragments became relatively weaker with
successive waves of outside capital and the mobilization of urban-based capital
in Louisville, Lexington and other cities, mostly along the Ohio River. The traditional groups bore the brunt of waves of capital penetration and restructuring
locally, nationally, and globally. The traditional sectors have tended to see their
relative importance in the overall economy decline because of: (1) technology
that reduced the number of workers (potential voters); (2) boom-and-bust cycles;
and (3) the emergence of synthesized substitutes for natural products.
The traditional, rural business-owning middle class, as well as county governments with their networks of political patronage, historically depended on
local capital and a low-skilled, low-wage labor that was internally (locally) recruited. This group included farmers, who also make up the extractive sector
that includes mining and forestry. Other extractive development, with its massive capitalization to obtain coal and timber, also needed low-skilled labor in the
past. Many local business owners did not welcome industrial and economic development because of the likelihood of increased wages and eventual erosion of
political power. Demands for education reform met stiff resistance, especially
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when it came to increasing local property taxes to alleviate statewide funding
inequities. Even so, the state engaged in an active program of capital preservation
to maintain a semblance of unity among its sometimes fragmented elites.
Kentucky’s leaders worked hard to forge a perception of political and economic unity across regions and social classes using job creation and progress
as levers for development. Considerable revenue for economic development and
other state projects came through regressive sales taxes on workers, while corporations and other businesses reaped the benefits of sales tax breaks and other
incentives. Yet, the policies also were somewhat successful, especially in helping
to lower poverty rates.
Because of Kentucky’s fragmentation—class, political, and regional—and
because of the potential for conflict among those in power, the state was malleable and responsive to changing class fragments, especially when it came to
widening industrial and economic development. To placate traditional interests,
the Commonwealth’s economic development policies tended to be ad hoc. They
emphasized attraction of any type of job that might be available, especially in
manufacturing. They also focused on highly visible, but needed, physical infrastructure development, such as highways. Assisting growth of human potential
(sometimes called social infrastructure or human capital) tended to be reluctant
and minimalist to keep wage pressures down.

Plan of the Book
This book is an extended case study that focuses on major development themes
woven through the administrations of nine Kentucky governors who served from
1955 to 1991. The research deals with Kentucky in a national and global sociocultural context, but does not usually compare the Commonwealth with activities
in other states.
The research is interpretive. Using the words of the governors, legislative records, state publications, and newspaper accounts, I explain some of the complexities of state-level economic development policy that led up to attracting Toyota to
the state in 1985, the emergence of an economic development policy that sought
to account for rural needs, and peripherally, the Kentucky Education Reform Act
of 1990 (KERA). While I do not directly address the concurrent evolution of education policy, concerns about worker skills and increased global competition in
the workforce provide a backdrop for changing economic development policies
throughout the case study.
Chapter 2 outlines historic conditions in Kentucky, focusing on the
Depression, World War II, and shortly after the war, when governors slowly
began to take a more active role in seeking new capital for industrial development.
Chapters 3 to 11 are devoted to the steady evolution and expansion of industrial and economic development policies. The chapters cover governors’ efforts to
attract new capital using incentives, starting with A.B. “Happy” Chandler (1955-
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1959) and ending with Wallace G. Wilkinson (1987-1991). These chapters trace
the change in policy from the narrower focus of industrial development to the
broader focus of economic development, alongside state efforts to preserve the
existing capital of agriculture, small businesses, and coal.
Chapter 12 discusses and analyzes some longer-term socioeconomic trends
to assess the impacts of development. Chapter 13 briefly updates significant
events since the 1990s, while examining contradictions of the Commonwealth’s
economic development policies in the broader context of globalization and the
rise of neoconservatism and neoliberalism.
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TWO
Multple Crises and the Genesis of Economic Policy
World War II and Industrial Develoipment
In the short run, the Great Depression devastated Kentucky. But long-run effects
altered the state’s political economy, especially after World War II. Ties between
national and state development policies came to be designed around Keynesian
economic policies of activist government intervention to level fluctuations in
economic cycles and to gradually and inextricably link education with economic
development.
World War II brought a new wave of capital and federal funds to Kentucky
as industries, especially in Louisville (Jefferson County) and Ashland (Boyd
County), expanded to increase output for the U.S. war machine. Military bases (for example, Fort Knox and Fort Campbell) were expanded. The Bluegrass
Army Depot near Richmond (Madison County) and the Naval Ordnance Works
in Louisville were built.
The state encouraged businesses to get into military production.1 But massive capital investment for war industries outside Kentucky wreaked havoc.
Out-migration depopulated many rural areas already hit by the Depression and
squeezed tight county budgets even further. Workers moved to war plants in Ohio,
Indiana, and Michigan, among other places.
At the start of World War II, Kentucky’s industrial picture was markedly different from the national economy.2 The percentage of manufacturing workers was
almost half the national average. In his book, Kentucky on the March, Louisville
businessman Harry W. Schacter also illustrated the state’s poor industrial position.3 Kentucky was second to the last in the South in terms of industrial payroll,
and per-capita income stood at 59% of the U.S. in 1943. These patterns dated back
to the 1890s. Between 1899 and 1939, Kentucky’s growth in manufacturing jobs
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was extremely slow compared with the highly industrialized states of the North
and much of the South. Instead, development was tied to extractive industries,
coal mining, agriculture, and timber.4
The war somewhat altered a long-term trend in which Kentucky’s share
of U.S. manufacturing wage earners lagged. The gap gradually narrowed, with
perceptible changes in the decade after World War I and during the Depression
and World War II. Ketchum, however, maintained the war did not really help
Kentucky’s national position. The state, with about 2% of the national population
and about 1% of the manufacturing output, received about 0.6% of the national total of war contracts. National procurement policies moved war production toward
the coasts and favored larger enterprises located in more important manufacturing states. Generally, smaller manufacturing firms, such as those in Kentucky,
were hurt.5 The war helped concentrate capital nationwide because so many large
contracts went to the largest firms.6

Reassessment and Planning
In a reflection of federal postwar planning efforts, the World War II years became a period of reassessment and planning in Kentucky. In 1942, a segment
of Kentucky’s elite celebrated the sesquicentennial by publishing Kentucky in
Retrospect, an aristocratic history of “noteworthy personages and events.”7 But
University of Kentucky (UK) President H.L. Donovan believed the sesquicentennial offered a planning opportunity,8 part of a continuing legacy of Franklin
D. Roosevelt’s thinking. Donovan ordered publication of Kentucky: Designs for
Her Future, which UK rural sociologist Howard Beers edited.9 The book drew
on numerous state experts and is a comprehensive and occasionally critical look
at conditions across the Commonwealth. Essentially though, it is an effort to
present information about the state’s problems and potential. As part of UK’s efforts to publicize and detail the state’s future, the university aired about 30 radio
programs.10 Unfortunately, the recordings were lost.
In 1943, Schacter, president of the Kaufman-Straus department store
in Louisville, also began to beat the drums of reform by setting up the statewide Committee for Kentucky. The committee—given its apparent spontaneity,
wide political base, and independence—was highly critical of conditions in the
Commonwealth. Schacter portrayed himself as a private citizen who sensed the
need for change and developed a network of like-minded individuals. According
to Schacter, his motive was partly religious and partly secular, based on his own
concept of service and a desire to improve living standards. He listed three committee objectives that paralleled the New Deal: First, increase the level of education, health, welfare, and economic opportunity for everyone. Second, increase
aid to the poor. Third, make democracy a vital force in daily life. The committee sought to reconcile economic security with political liberty. The Committee
for Kentucky had cooperation from many organizations to mount a media and

legislative campaign with ten priorities, including agriculture, education, the state
Constitution, manufacturing, labor, natural resources, and taxation.11
Like progressives from the early 20th century, Schacter said he wanted
the committee to establish conditions to create a moral climate for progress.
Considerations included global competition from communist Russia and socialist Britain, Europe, and Asia. The second condition was to overcome divisive
forces in Christian civilization based on sympathy, mutual understanding, and
trust. These conditions were necessary to overcome obstacles that blocked progress: indifference of those who benefited from the status quo and apathy of the
victims. Any progress would mean increased taxes for those who had the money.
But Schacter suggested the best way of maintaining the status quo was to compromise and invest even more to secure the future. Schacter also suggested that
differences between Louisville and the rest of Kentucky created problems and
slowed development. Any tax increase would place an increasingly unfair burden
on the city and cause resistance.
In the late 1940s, the committee published background papers written by
experts and also launched a series of radio programs which survive in the UK
Archives. The series, Kentucky on the March, would be considered over-dramatized today. It is, however, typical of radio programs then and shows how a popular medium was used to educate and motivate citizens. The programs were based
on factual information and apparently had some success. Schacter wanted them
to educate citizens about the state’s problems by shocking them and stinging their
pride. The committee achieved much of its agenda.
Schacter illustrated the fragmentation of Kentucky’s elites as political and
economic change began to sweep the state. He did not hesitate to identify opponents to the committee, including banking and manufacturing groups and the
Louisville Board of Trade. These groups were suspicious, viewing the committee
as left wing because of participation by labor and black organizations. He noted
union members made up about 200,000 of the state’s 3 million inhabitants, with
its 215,000 black citizens.
Schacter noted four objections to the committee: (1) “Do gooders.” He did
not dispute this contention. (2) Political motivations. He pointed out that the
committee had such a broad base of support that the charge made little sense.
(3) Personal gain. Schacter said the committee operated on a limited budget; he
dissolved it after about five years in the early 1950s.12 (4) Complaints about publicizing problems, which might drive industry away. Schacter countered that the
state was in such bad shape that the problems had to be publicized. He said it was
a mistake to cover up poor education and unskilled workers.
Republican Governor Simeon Willis of Ashland also sought reforms, setting
up the Kentucky Postwar Advisory Planning Commission.13 It assembled nine
reports on areas such as agriculture; education; industrial relations; industrial
plants and opportunities; coordinating government activities and legislation; and
transportation. Most board members were from Louisville, Lexington, and
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Frankfort (Franklin County), cities that anchor the Commonwealth’s so-called
“Golden Triangle.”
In 1946, Hall estimated Kentucky was thirty-first among states in the number
of manufacturing employees per thousand and had fewer manufacturing employees than surrounding states. The only Southeastern states with fewer manufacturing jobs per thousand were Arkansas, Florida, and Mississippi. Kentucky’s wartime manufacturing employment gain topped the South and exceeded the heavily
industrialized North Central states. Hall credited the Vocational Training for War
Production Workers Program with spending $3.9 million in Kentucky. Per-capita
spending based on the number of manufacturing workers in 1939 was $62.19,
compared to $37.47 in the United States and $21.67 in Ohio.14
World War II triggered increased industrialization in Kentucky and nationwide. But rapid out-migration caused Kentucky’s population to decline, fueling
gains in neighboring industrial states. Industrial growth, rapid as it may have been,
was insufficient to keep workers in the state, especially in the “Problem Crescent”
from eastern to south central and western Kentucky.15 Hall noted manufacturing employment grew rapidly in most sectors from 1939 through the immediate
postwar years: (1) Apparel manufacturing grew faster than in the Southeast and
the U.S. (2) Rapid growth in tobacco processing after World War II tied the state
even more closely to its main crash crop. (3) Growth of the lumber industry during the war was not sustained in later years. (4) The state lost ground in furniture
and fixtures, continuing a pattern of not adding value to its own natural resources.
(5) Location near timber supplies helped develop the paper industry. (6) The chemical industry grew rapidly during and after the war. (7) The severe drop in primary
metals employment was more than offset by tremendous growth in fabricated
metals and transportation tied largely to the Louisville Ford plant. (8) There was
a rapid increase for manufacturing electrical equipment and other machinery. Job
growth was somewhat bifurcated, with larger gains in relatively unskilled areas
of food and tobacco processing, apparel manufacture, and lumbering, and smaller
gains in more skilled areas such as metal fabrication, chemicals, and machinery.
Despite industrial growth, uneven development continued. Schacter noted continued development the Ohio River, while agriculture continued to predominate elsewhere.16 Even with new industrial jobs, development patterns had
changed little since the 1920s. Ketchum and Hall noted that in 1939, three-quarters of manufacturing workers were in eight Ohio River counties: Boyd, Mason,
Campbell, Kenton, Jefferson, Daviess, Henderson, and McCracken. Jefferson
County still accounted for more than half of the state’s industrial workers, and
85% of manufacturing occurred in counties along the Ohio and Mississippi rivers.17 Even so, the war helped launch a period of rapid industrial growth that lasted
several decades and altered life in many counties.
With the Depression and war over, Kentucky was changing. The perceptions
and values of many residents were changing. State government was changing. The
economy was changing. Widespread interest in industrial development, coupled
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with waves of new capital that had come during the war, spurred officials to action. As in the 1920s, policy makers believed they had limited knowledge with no
in-depth manufacturing studies.18 According to the Kentucky Postwar Advisory
Commission, the state needed industrialization to help agriculture and education,
increase personal income and government revenue, support public welfare, and
stabilize employment.19
Ketchum, however, took a cautious approach, noting that industrialization
had occurred slowly because the state was better suited for agriculture and mining. Its wealth of natural resources and geographic position had contributed to
national development patterns. The state needed to consider increased manufacturing as one of many possible objectives for economic planning.20 He suggested
three fronts for industrial research and planning: (1) understanding locational
needs of industry; (2) assessing factors available to satisfy industrial needs; and
(3) selling the state’s benefits to manufacturers. Such a program would require
joint action of individuals, private, and public agencies.
Governor Willis’s Kentucky Postwar Advisory Planning Commission recommended three lines of industrial development: (1) a program, including basic
research, economical production, and business management at UK; (2) a state
industrial-promotion agency; (3) continued development of mineral resources,
marketing of raw materials, and the manufacture of goods, such as commercial
feeds and fertilizers, dairy and processed wood products, and industrial or other
uses of coal.21
The commission, however, was not optimistic, noting that numerous attempts
to organize a statewide Chamber of Commerce over the past 30 years had failed.
The commission blamed sectional jealousies, local indifference, the poverty and
weakness of local chambers of commerce, intrusions of controversial subjects
(none listed), political suspicions, geographic barriers, lack of leadership, and
general apathy. Nor was the commission optimistic about forming a state development agency because the governor’s cabinet was not designed as a planning body.
While some education reforms had tended to centralize state power, industrial
policy remained laissez-faire, a policy of reluctance linked to a cross-class coalition of farmers, miners, and others threatened by certain kinds of development
that might raise wages. The commission faced a fundamental contradiction: the
need to have a development agency versus widespread reluctance to expand state
government.
The reformers made a clear connection between industrial development and
education. They wanted education policies that equalized funding and improved
the curriculum so students could work outside of extractive industries. This was
a clear threat to the pre-war political economy built on low-skill labor and poor
education, the hidden thread running through the planning commission’s pessimism about the future of a statewide Chamber of Commerce and a state development board. Soon, the state proved the Post War Advisory Commission’s pessimism wrong. In 1946, the Kentucky Chamber of Commerce was formed out of
the Junior Chamber of Commerce’s Kentucky Development Association to aid
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planning and development. The new chamber received no state funds, but instead
raised more than $129,000 in a subscription drive.

Echoes of the New Deal: Keynesian Activisim
After Earle C. Clements, the former Kentucky Senate majority leader from
Morganfield (Union County), was elected governor in 1947, he quickly moved to
activate Frankfort around statewide development, launching the state government
into Keynesian activism to spur growth and employment. Clements served three
years as governor before moving on to the U.S. Senate. This opened the way for
Lieutenant Governor Lawrence Wetherby of Louisville to get a head start on his
race for the governorship, which he won in 1951. The Clements-Wetherby administrations brought postwar New Deal Keynesian activism state government with
immediate reforms. Clements’ election set up an alliance of liberal Democrats that
would hold the governor’s mansion for 16 of the next 20 years, broken only by
the second term of the populist conservative Democrat, A.B. “Happy” Chandler
(1955-1959).22
In 1948, Clements formed the Agricultural and Industrial Development
Board (A&IDB). It was a coordinated effort at attracting industries, but it placated agrarian forces by including “Agricultural and” in its title. From now on,
the Commonwealth would play a far more important role in assisting business
profitability in an effort to create a sense of unity and social well-being linked to
more employment opportunities. Clements also set forces into motion that would
alter the state’s economy in the long run.
The board soon issued recommendations about how to go about its task. The
war had brought new plants, but the massive wartime industrialization and increased per-capita income had failed to give Kentucky “her fair share of economic
benefits from the pre-war national defense program, the unprecedented war industries program, and the postwar trends of industrial centralization.”23 Here were
seeds of competition for jobs and income among the states. Neighboring West
Virginia, with slow population growth and heavy dependence on coal mining,
was the only other state in the region without an industrial development effort. In
fact, Kentucky, between 1930 and 1948, was one of only a few states that failed
to engage itself deeply in New Deal policies for planning and development. It had
“failed to recognize her responsibility to set up a central agency to assemble the
facts needed to promote and develop her resources.”24 At least 37 states had set
up a development agency since the early 1930s, including Kentucky. In 1934, the
state set up a planning board during the New Deal. The Willis administration cut
funding after 1941.25
An A&IDB pamphlet showed operations along lines suggested in 1948 by
George W. Hubley, the state’s economic development chief.26 The board planned
to publish economic research and was already publishing the Kentucky Industrial
Directory and the Survey of Agricultural Processing Plants. An Economic Atlas
also was planned. A&IDB also planned to update topographic maps, which it
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said had never been kept current. The board also planned to study water and
minerals and provide field services to communities, including community data
files and assistance with plant location. The nine board members included two
from Louisville, with one each from Frankfort, Georgetown (Scott County), and
Lexington, two from western Kentucky, and one from eastern Kentucky. Members
were said to represent all sectors of the economy: agriculture, education, labor,
banking and management, manufacturing, and mining and engineering.
A&IDB faced a difficult task with leveraging statewide assets for attracting industry. They were not what Hall called commanding assets compared with
nearby states. They included a large labor supply with increasing skills, relatively
low wages, less strict labor legislation, a location on the fringe of the northeastern
U.S., and abundant electricity and fuel. Debits included a surplus of unskilled
labor, in part mitigated by federally funded wartime worker training. But many
workers had left during the war. There also was a fairly good rail system, but
regional freight rate differentials presented problems; these were soon thrown out
after a court struggle. Poor roads posed a serious threat.27 The discussion raised
issues of geography and uneven development not only inside Kentucky, but in
the United States, particularly in light of Kentucky’s uncomfortable position as a
border state between lower-wage states to the south and higher-wage states to the
north that also took Kentucky’s labor force and coal.28
Hall also raised value-added concerns, noting that with the exception of tobacco and coal, Kentucky had failed to manufacture finished goods from its raw
materials. It was possible to develop new raw materials, increase production of
current ones, and produce more finished goods. Suitable industries included cigarettes, coke and other coal byproducts, men’s clothing, light machinery requiring lower-skill labor and low transportation costs, shoes, pottery, fertilizer, meat
packing, timber products, and dairy products.29
Ketchum stressed the need to consider Kentucky’s position in a national
and international context, as well as local factors. National policies encouraged
growth of large-scale businesses at the expense of smaller ones, such as those
found in the state. Patent laws, protective tariffs, and high tax rates discouraged
the formation of new enterprises and saving. Instead, they encouraged borrowing
through bonds, rather than stock issues. Ketchum also emphasized the importance of changing attitudes toward “assistance and cooperation with manufacturing companies,” including: allaying farmers’ fears that manufacturing would
unduly increase agricultural wage rates through wage competition; manufacturing
plants were unsightly; a manufacturing economy was more subject to depression;
manufacturing would mean a break with the state’s agrarian heritage.30

Roads and the Fraying of Local Control
Kentucky’s historic patterns of uneven development are related to topography
that makes road building difficult and costly in many areas. But several other
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historic factors also help explain the relationship between uneven development
and highways: (1) Until well after 1900, road building was considered entirely
a local matter, with considerable resistance to development of a cohesive, statefunded road system. Statewide road planning did not really emerge until after
World War II. (2) Even before the exploitation of Appalachia for coal and timber,
local enthusiasm for road construction in eastern Kentucky apparently was limited compared with other parts of the state, especially central Kentucky. (3) Coal
and timber development relied heavily on railroads until about the end of World
War II. Coal companies were reluctant to invest their revenues or support taxation for highways until the emergence of mines that used trucks to transport the
commodity. (4) Road building is expensive, and Kentucky’s 1891 Constitution
put seemingly ironclad limits on the state’s ability to take on debt without a vote
by the people. State efforts to seek road building funds from voters often met
resistance.
As market horizons expanded from local to regional, national, and even to the
international level, farmers and manufacturers demanded better transportation.
Many Kentuckians from political and business interests saw the need to build
roads to keep up with these changes. But unity was elusive. It is logical to suggest
that coal interests, among others, did not want new roads because coal hauling depended on their privately financed railroads. Agrarian interests might have wanted
roads to transport goods to the market, but did not want roads to foster industrial
development. Evidence suggests concerted efforts to preserve relatively isolated
markets to keep wages down and avoid price competition that would threaten
local businesses’ profitability. The Great Depression and World War II, with
their restructuring of capital flows outside and inside the state, only heightened
pressure for improved highways.31
The Depression, with its public works programs, offered opportunities for
road building, including federal funds for states. Governor Ruby Laffoon, after a
protracted battle, got a sales tax passed in 1934, one-third of it for county roads.
Chandler, running for his first term as governor in 1935, campaigned against that
tax and had it repealed, replacing it with a luxury tax. The conservative Chandler
believed it was the government’s duty to build roads (including U.S. 60, the
state’s first modern four-lane road that passed near his home between Frankfort
and Lexington, and a rural roads program). But he strenuously objected to the
sales tax, which affected virtually all voters.32
In 1936, the Chandler legislature set up the Division of Rural Highways and
renamed the Department of Public Roads to the Kentucky Highway Department.
Main roads in the mountains were macadamized during the 1930s with the help
of federal public works funds. During 1940 and 1941, 1,170 miles of roads were
upgraded at a cost of $24.3 million. In addition, another $2 million was given
to counties for road building.33 Through the 1950s, however, Kentucky lagged
in highway building. The reputation as a detour state was deserved. The lack
of roads presented a major barrier to many forms of economic development in
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eastern Kentucky, alongside limited access to schools, health care, and other
services and amenities.
The weaving of mines and railroads in Appalachia deteriorated during World
War II. Caudill cited the importance of road building to the post-World War II coal
economy, when much of the most easily accessible coal had been removed. With
the success of smaller-scale truck coal operators during and after the war, largescale coal operators realized railroads directly to the mine mouth were too expensive. They began demanding improved coal-hauling roads in the mountains.34
These demands were a major factor in heightening Frankfort’s involvement
in highway construction for the coalfields, especially during Julian Carroll’s
administration (1974-1979).
By World War II, Kentucky had shifted most highway spending to the state
level. James W. Martin noted the state’s road spending was about 50% above
the national average, while local road expenditures were below average. He
attributed the high spending to rurality, rough topography, and the Commonwealth’s
late start at road building.35 But roads also were important for patronage and
maintaining a modicum of state control over local political machines.36
The 1950s saw limited funds and philosophical struggles over the best way
to fund road construction. Still, there was a crucial area of agreement: Roads
were vital to economic development, and that meant changes in the way the state
handled its resources. In 1948, Clements launched his term with a massive highway building program that lasted into the mid-1950s. Funded partly by a 2-cent
gasoline tax, the farm-market rural road program was run by a commissioner
of rural highways.37 In 1950, Clements also began to use highway revenues to
fund tourism and public information. In addition, the legislature gave the state
Department of Highways legal authority to acquire rights-of-way in 1954 under
the Wetherby administration.38
With economic development in mind, state officials in 1954 also issued $38.5
million in revenue bonds to finance the Kentucky Turnpike south of Louisville,
the Commonwealth’s first interstate-quality highway. The bond issue was authorized through the original quasi-governmental Kentucky Turnpike Authority.
State courts soon found this body unconstitutional because it did not require a
popular vote on the new debt. In the eyes of many, the constitutional strictures on
debt would have to be overcome before the state could devote sufficient resources
to building infrastructure. In 1960, Governor Bert T. Combs secured legislation
for the new, legally acceptable, Turnpike Authority. He used the agency’s bonding
powers to launch what succeeding governors would make into a statewide network of interstate-quality parkways intended to link rural areas with urban centers. Kentucky also matched federal funds to build the interstate highway system
launched in 1956 during Dwight D. Eisenhower’s presidency. By the mid-1980s,
new road construction in the Commonwealth had reached a plateau, although
there were still plenty of road improvement programs to go around.
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Out-Migration and Natural Resources Dependence
The new A&IDB lamented the out-migration of Kentucky’s skilled and unskilled
labor that manifested uneven development:
It is unfortunate that we are not able to exploit our advantages of native labor,
climate, soil, timber and rich mineral resources at the most opportune time in
recent history. But hindsight will not fail where lack of foresight did.
While our industries were expanding and our population increasing in about
25% of the state’s area, we are standing still, or losing ground in 75%.39

The agency also noted Kentucky was the only state in the region to lose
population between 1940 and 1948.
Throughout the early twentieth century, the Commonwealth was clearly dependent on extractive industries that began to change rapidly in the years leading
up to World War II. Beers pointed out that Kentucky’s percentage of workers
in agriculture, forestry, and fisheries was nearly double the U.S. average. The
percentage in mining was more than triple the national average. Beers believed
settlement patterns dating to the late 1800s caused the underuse and misuse of
the energy of three million Kentuckians not located evenly in relation to physical
and institutional resources. The state was in decline because its economy would
not allow population growth. Future change would require changes in the ways
natural resources were used.40
Because of the dependence on agriculture, changes would have to be widespread. The condition of agriculture was questionable. Dana G. Card noted that
Kentucky’s agricultural products fetched adequate prices, but the state ranked
forty-first in per-capita farm income. About a third of farmers were tenants, and
much production was for subsistence and local markets. Tobacco and livestock
made up most cash sales.41 The war drastically reduced dark tobacco production
destined for export markets, hitting western Kentucky particularly hard. Burley
tobacco production increased from less than 50% of the total harvest in 1919 to
85% in 1943.42 Card expressed caution about the future of tobacco, noting that
market conditions could change at any time.43
Nationwide changes in agricultural production also affected the
Commonwealth’s weak competitive position. Beers said rural out-migration began before the 1930s.44 Card noted that overpopulation in some areas increased
pressure on the land.45 Overcropping, loss of soil fertility, inadequate water supplies, poor roads, lack of markets, small farms, low income, and out-migration
were interwoven with reluctant government and historic problems of uneven
development and farm capital concentration at the state and national levels.
Boswell Hodgkin noted Kentucky was a feeder state for unskilled and semiskilled labor and raw natural resources for richer, neighboring states. He linked
waste, natural resource exploitation, inefficient use of human resources, and the
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loss of youth.46 The war increased out-migration, a long-term pattern that lasted
until the late 1960s. Between April, 1940, and November, 1943, 117 of the state’s
120 counties averaged a 10% population drop, with an 8% drop statewide. Almost
half the counties declined between 10% and 20%, including every county on the
Cumberland Plateau. The declines came despite high rates of natural increase,
reversing trends from 1900 to 1930.47
Most out-migrants had minimum education and limited skills. Still, the drain
was severe: Out-migration left the very young and the old.48 The state devoted
scarce resources for education only to have youths take their productive capacities elsewhere. The decision to stay or go depended partly on the availability of
work, but education also induced rural-urban migration. The Kentucky Postwar
Advisory Planning Commission noted: “Practically all of the technical graduates
of the State’s University must leave the state to seek employment. This situation
must be corrected if Kentucky is to advance.”49

Looking To Natural Resources and New Technology
The Kentucky Postwar Advisory Planning Commission Committee on
Industrialization questioned why so few industries had located in Kentucky, but
offered few answers. The commission, however, believed Kentucky raw materials
were useful for widespread and profitable local industrial development.50 Arthur
C. McFarlan also voiced faith in natural resources, noting how industrial enterprise could be built on extractive industries, such as coal, petroleum, natural gas,
clay, fluorspar, sand, and limestone.51
Discussions also began to reflect a growing awareness of technological
change. The commission linked coal and oil reserves to the growing chemical
industry.52 Lawrence L. Quill was somewhat pessimistic, but urged the state to
create an industrial research policy for developing technologies. He saw possibilities for synthetic coal fuels, a smokeless coking coal for home heating, increased
use of industrial alcohol for more rubber manufacturing in Louisville, plastics
manufacture, and chemurgy—using agricultural products to make chemicals for
plastics and fibers.53
Two trends that developed before the Depression appear to have been underplayed or missed in policy discussions about coal during the 1940s. First was
the gradual transition of national energy markets away from coal and toward oil
and natural gas. This move began during the 1920s and slowed development of
synthetic coal fuels because of their high relative cost.54 In the 1930s and 1940s,
railroads began to rely on diesel instead of coal-fired locomotives. After the
war, homes and industries turned to natural gas for heating and manufacturing
processes.
Second, it appears no one accounted for mechanization in the mines. Eller
discussed mechanization before and after World War I.55 Caudill pointed to
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major changes in the 1930s.56 Mechanization certainly played a role in labor
confrontations in the coalfields during World War II, when John L. Lewis drove a
hard-nosed bargain, calling workers out on strike to gain pay increases, and after the
war, securing health care, pensions, and cost-of-living adjustments.57 Unionization,
alternative energy sources, more difficult access to coal, and low-cost competition
from truck mines threatened large coal firms’ profits and spurred new technology
to reduce labor costs and increase production.
Western Kentucky’s coal production increased rapidly with the federal government’s development of the Tennessee Valley Authority (TVA) in the 1930s.
TVA set up low-price mining contracts in western Kentucky during the 1950s,
fragmenting the state, extractive capital, and workers. Coal markets were slumping. The United Mineworkers were in decline as mechanization eliminated jobs.
In short, TVA’s demand for coal to generate power altered the way coal was mined
and distributed.58
Strip mines were among the few eastern Kentucky TVA beneficiaries, securing long-term contracts and technical assistance for machinery and processes.
While some complained about environmental degradation, the federal and state
governments, along with coal companies and workers, continued to ravage the
landscape. The broadform deed let firms exercise mineral claims with virtually no
respect for surface owners’ rights, causing continual conflict until its repeal in the
mid-1980s. The coal industry fragmented into a dual structure of small-scale truck
operators, mostly from within the state, and large-scale operators, mostly from
outside the state. To preserve profits, firms used mechanization and strip mining
to reduce production costs, placing incalculable burdens on people and the land.59
Meanwhile, at least four factors opened the way for the chemical industry
in Western Kentucky after 1948: (1) cheap power from the nearby TVA dam on
the Tennessee River; (2) fluorspar (in tailings and unmined veins); (3) coal; and
(4) more oil production in the 1930s and 1940s. New chemical plants opened in
places like Calvert City and Benton (Marshall County).
The new Kentucky A&IDB announced the new industry in a slick publication. It admitted to some difficulties with the transition, which stretched the
county and newly incorporated Calvert City tremendously. A&IDB said it stepped
in “to lend a strong hand” and to provide a plan for growth. Meanwhile, the new
industries were “anxious to have the advantage of local governmental services”
so that they underwrote “the town’s budget for the first difficult year after its incorporation.”60 The new development was an example of the New Deal Keynesian
state government activism. A&IDB claimed the new companies had “refrained
from trying to push anything upon the town” and had “learned the long hard lesson that ‘company towns’ don’t work out well in human relations and that people
appreciate better the things they do for themselves.”61
A&IDB waxed eloquently about how “the community develops” in a passage that revealed both problems and mythological assumptions that promised the
good life industrialization alongside agriculture will bring:
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Steadily now, the life of Calvert City quickens. The long decline has been
stopped. A few of the sons and daughters who drifted away to the big cities in
the thirties and early forties have happily returned home. Farm youths and family men from twenty-five miles around have come in to take up jobs at the new
plants, becoming steady, dependable operators and workers, quick to learn new
tasks. And there are more where they came from, a rich pool of labor and human
resources to continue the growth. In addition, a large tide of newcomers, brought
in by the more specialized needs of the chemical industry, has come to enliven
and mix with the pulsating currents of the community. Many of the native workers and some of the newcomers continue part-time farming along with their new
jobs. Growing in Calvert City is the good balance between an industrial and
agricultural society which wise men have long envisioned, but often despaired of
attaining, as being the healthiest, most enduring outcome of the industrial revolution. It is by no means attained as yet, here or elsewhere. It is still incomplete
and rough around the edges. But there is new hope in Calvert City and new life.
Life begins again.62

Weaving Threads of Opportunity
The Depression and World War II opened opportunities for economic and political change within the Commonwealth. These changes fragmented localized rural
middle-class power structures and led to a more urbanized state highly dependent
on heavily capitalized industrial enterprises owned by outsiders. To industrialize
the Commonwealth, Frankfort captured threads of New Deal Keynesian economic activism, changing its relationship with the old sources of sociocultural power
based on extractive activities. State government took a far more active role in
shaping and modernizing the economy to create new jobs.
Immediately after World War II, the Clements and Wetherby administrations laid out basic patterns for later economic development and education policies. Under Clements, the legislature set up the A&IDB in 1948 to cater to the
old sources of power while seeking out new capital for development. Wetherby
tackled workforce development, securing passage of the Minimum Foundation
Program in 1954 in an effort to equalize education funding in public schools.
Until after World War II, the backbone of Kentucky’s economy in many rural
areas was the middle class of landowning farmers and small businesses (petty
bourgeoisie). This traditional middle class, which in some ways complemented
the coal industry because of its reliance on natural resources and its need for lowskill, low-wage labor, often found itself at odds with state efforts to industrialize.
To maintain unity, Kentucky’s governors tried to “balance” agriculture and industry, while the reluctant state offered piecemeal aid to farmers and little aid to other
small businesses.
Kentucky’s relationship with the coal industry has been studied again and
again. This extractive industry has been damned and praised. Its hold on Frankfort
and local governments in the coalfields during much of the twentieth century is
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legendary. But state economic development efforts, coupled with boom-andbust cycles and the declining number of extractive workers, ultimately changed
relationships of the Commonwealth with mine owners and operators.
Tensions and conflicts in evolving economic development tapestry appear
with a comparison of efforts to sell the state by attracting new capital and preserving existing capital, including agriculture. Policies to alter traditional growth patterns by attracting new industrial capital ended up being tied to efforts to preserve
existing capital to create a semblance of unity. These efforts were more than symbolic manipulations; fiscal, regional, and environmental conflicts had tremendous
implications for everyday life across the Commonwealth.
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THREE
Peripatetic Populist: Albert B. ‘Happy’ Chandler, 1955-1959
Inconsistency Brings Change
A.B. “Happy” Chandler, the peripatetic populist conservative Democrat elected
to his second term as governor in 1955, played a surprising role in formulating a Keynesian activist economic development policy for the Commonwealth.
Chandler’s second election to the governorship was an indication of his enduring
popularity and the fragmentation of the state’s Democratic Party as economic and
political power shifted. At times, he faced noisy legislative opposition, but he used
regular and special sessions effectively in 1956, often depending on Republicans
to get his programs enacted, a distinct echo of Kentucky’s bipartisan combine of
the 1920s and early 1930s.1
Chandler took office facing major contradictions. He had run a hard-hitting
campaign against Bert T. Combs, a liberal Democrat and judge from eastern
Kentucky who became governor in 1959. Chandler was the Democrats’ poster
child of traditional conservatism when he wasn’t bolting to some other part of
the conservative spectrum, including the Dixiecrats in 1948. His support came
from coal mining, liquor, and racing interests; conservative party leaders nominally opposed to urban machine politics, especially from his adopted Bluegrass
area around Lexington; populist farmers, small business owners, Republican
Party members; and industrial unions through ties with Thelma Stovall, a western
Kentucky native who grew up in Louisville.
Chandler, from Corydon (Henderson County) in western Kentucky, was
a noted old-school, pre-television political orator. He spiritedly challenged the
New Deal party faction headed by another western Kentuckian and former governor. Earle C. Clements of Morganfield (Union County) was elected in 1947
and moved from the governorship to the U.S. Senate in 1950. His successor,
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Lawrence Wetherby of Louisville, continued New Deal-style efforts to develop
the state. In his 1955 run against Combs (“the little judge”), Chandler dubbed
the Clements and Wetherby administration “Clementine and Wetherbine.” He
promised there would be no new taxes, a promise he could not keep. He also had
promised to “fully” fund the new Minimum Foundation Program for schools.
He inherited this program from Wetherby’s administration, passed as House Bill
(HB) 354 in 1954. Ostensibly, the foundation program was to equalize school
funding by setting a minimum level of state support for each district.
Given Frankfort’s poor treatment of statewide education funding before World
War II, the foundation program was a huge step. It demonstrated that Kentucky’s
elite realized the need to improve schools, partly to bolster the Commonwealth’s
economic development prospects. Yet the foundation program was minimalist,
hardly a plan of “excellence.” As such, it was something of a reluctant move,
maintaining widely held values in the Commonwealth that barely respected education in the years just before the Soviet Union’s launching of Sputnik in 1957
created a national furor over inadequate education in the U.S.
Once in office, Chandler set out to keep his promises, at least some of them.
He used an interesting strategy, calling four special sessions to reorganize administrative departments, increase fuel taxes on heavy vehicles, pass a budget, and
pass a tax package with increased personal and corporate income taxes. In his
State of the Commonwealth Address on January 3, 1956, Chandler said he had
little time between his early December inauguration and the session’s beginning
to assess the state’s condition accurately. But he also faced unspoken political
obstacles. His election shredded the Democratic Party, and he had to deal with a
fragmented legislature. In fact, his bills often passed with Republican support.2
Chandler’s call for his first special session in 1956 was intended to reorganize
state government in Frankfort, because, as his proclamation noted, “The present
structure of the state and local government of Kentucky obstructs the economic
and effective management of state and local business.”3 One reading of this text
suggests Chandler was dealing with inefficiencies of state government machinery, but his legislative proposals suggest other goals that included redesigning the
state apparatus to facilitate attraction of new capital.
HB 1 of the special session reorganized the executive branch and, among
other things, created a Department of Economic Development, eliminating the
Agriculture and Industrial Development Board (A&IDB) set up under Clements.
The bill ran into some resistance in the House, passing 70-19, but went through
the Senate unanimously with minor amendments.4 Chandler and the legislature
wanted the new Department of Economic Development to prepare and publish
inventories of human and natural resources, maps, surveys, planning and land use
studies, and other data to aid industrial siting. As with the old A&IDB, the law
attempted to balance tension between agriculture and the new industrial capital
with separate agriculture and industrial development boards. Each board had 25
members appointed by the governor, and each had its own administration. The
symbolism of renaming A&IDB suggests the beginning of the gradual demise of
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agricultural forces as the Commonwealth moved toward an industrial economy.
Chandler, speaking to legislators, placated traditional powers by noting his campaign promise of renewed interest in agriculture and understating the side-by-side
role of industrial development. Agriculture was to be given a “prominent place” in
the new department. In addition, “The problem of industrial development will not
be neglected, and the two programs can be coordinated, using the same technical
assistance for the expansion of both.”5
Chandler’s words did not hide the signs of the old guard’s slow decline
in the face of uneven development and stagnation. In the governor’s mind,
Kentucky needed to industrialize. During the 1956 regular legislative session,
Chandler recalled his campaign promise to attract industry, noting his meetings
with prospective industrialists. He outlined a research program to be financed by
the state, private citizens, and the Armour Institute (later the Illinois Institute of
Technology) in Chicago. It was an approach fitted to the legislative mandate of
the new Department of Economic Development. Later governors would echo and
expand this mission, which had agricultural, regional, and labor considerations:
A survey of our economic situation, of the situation in the coal fields, and of our
farm situation will proceed with reasonable dispatch; and when the surveys are
completed, we shall undertake to safeguard our people against the possibility of
a regional depression. . . . I intend to ask unselfish businessmen to give us their
time and the benefit of their knowledge to help bring about a better situation
in industry in Kentucky and to make arrangements so that businesses located
here can live in peace with labor and make a reasonable profit for those who are
willing to invest their money in the future of Kentucky.6

By seeking help from business leaders, Chandler was active in weaving capital,
labor, and the state together, the essence of political economy. His approach appeared to be information-based to inform decision-making. By the beginning of
his second biennium, Chandler believed his programs had been successful. Early
in his 1958 legislative address, he noted Kentucky’s rapid growth; the per-capita
income gain was fifth highest in the U.S. between 1950 and 1957. He sought unity
as he tried to balance the traditional farm sector with the emerging industrial sector, noting that since the beginning of 1956, 181 new or expanded manufacturing
plants had created 18,605 new jobs paying about $65 million a year in salaries and
wages with capital investments of more than $165 million.7

Roads to Contradictions
The elite weaving of the state’s political economy stands out in Chandler’s proclamation for his second special session in 1956, which linked the state’s industrial development to an inadequate highway system that could not meet the needs
of an expanding economy and was “detrimental to the location and expansion
of industries.” The highways also had an additional purpose related to unity
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because they were “inadequate to meet the demands of present day needs and
unsafe for modern travel.”8 The language of highway building linked economic
development with wider public purposes such as safety.
In his address to the first special session in 1956, Chandler said that industrial leaders with whom he met expressed concerns about highways. He cited a
“dramatic illustration” where the Mathieson Hydrocarbon Chemical Co. in Doe
Run (Meade County) ferried its trucks across the Ohio River into Indiana to move
its products to its Eastern Seaboard customers.9 He called for an increase in truck
size and weights, as well as an increased fuel tax to alter Kentucky’s image as a
“detour state” for truckers.
Crucial to Chandler’s roads program was a $100-million bond issue which the
legislature passed and voters approved by about a six-to-one margin in November,
1956. This was a far cry from the defeat of a statewide road-bond issue in the
1920s. SB 3 also required that various motor vehicles and fuels taxes could not
drop below their present rates for 30 years; they were earmarked to pay off the
bonds. In the Senate, the bill was amended to permit funding for bridge and tunnel
construction. The amendment also set aside proceeds from 2/7 of the gasoline tax
for rural and secondary roads.
Chandler, who argued that all counties would benefit from the bond issue,
sought the debt using constitutional procedures to meet anticipated nine-to-one
matching requirements of the interstate highway system, Eisenhower’s National
Defense Highway Act of 1954. His request for the bond issue suggests a core
tenet of his philosophy about government and debt, manifested by his opposition
to the Highway Authority Act passed in 1954 that would have let the Kentucky
Department of Highways use a leasing device with its own funds to repay the
bonds. Wetherby also questioned the measure’s constitutionality, and, when it was
appealed in a “friendly suit” by the highway department, it was declared unconstitutional.10 In his opposition to the highway authority, Chandler made a strict
interpretation of the 1891 Constitution, telling legislators in the regular session:
Debt, personally or publicly, should be contracted soberly and after much consideration. I am alarmed at the extent of the obligations of the Commonwealth
—of one kind or another—and apprehensive that at sometime in the near future or distant future these debts, which should only be contracted after an approving vote of the people, may create a great burden upon the resources of the
Commonwealth. It must be remembered by all of our people that no Governor is
authorized or empowered to place a burden of debt upon the people in excess of
$500,000 unless they vote approval of such indebtedness.11

The Peripatetic Chandler
Two central events in Chandler’s 1958 legislative session had major repercussions
for economic development policy. First, Chandler found a way to contradict his

Albert B. ‘Happy’ Chandler, 1955-1959

39

narrow view of increasing state debt when he signed SB 315, “An Act Relating to
Economic Development.”12 The bill established the quasi-governmental Kentucky
Industrial Development Finance Authority (KIDFA) to loan money to local, nonprofit industrial development organizations. The law, similar to measures enacted
in New Hampshire (1955) and Pennsylvania (1956), passed both chambers unanimously. Its passage demonstrated unity about economic development in the midst
of other debates during Chandler’s term.13 It also suggested recognition of emerging competition among states to secure a more stable economic base. KIDFA did
not receive an appropriation, but the agency grew out of a real need. Pennsylvania
and Kentucky were two of the most economically distressed states at the time.14
Second, the General Assembly, with Chandler’s quiet blessing, passed SB
296 for a constitutional amendment to levy a veterans’ bonus sales tax.15 Chandler
built his political career opposing sales taxes. SB 296 did not require his signature, but some speculate that Chandler and the legislature approved the bill, thinking voters would not support the tax.16 Voters passed the measure in November,
1959, when they elected Combs to succeed Chandler. The sales tax was essentially a non-issue in the campaign. Many expressed surprise at its passage.17 The
tax bill must have received Chandler’s tacit approval to get through the General
Assembly. In any event, he did not actively oppose the tax. His quiet, perhaps
reluctant, support for the tax was a peculiar twist of historic threads, given his
vociferous opposition to the sales tax during his career.
Whatever Chandler’s reasoning, passage of the sales tax, combined with setting up the quasi-governmental KIDFA, were crucial events, marking a continuing transition of state-level New Deal-style Keynesian activism in Kentucky after
World War II. Chandler, whose first term during in the late 1930s saw increased
state activism spurred by New Deal policies (which he often resisted), opened
the way for even more activism down the road. It is doubtful Chandler intended to help Kentucky’s liberal Democrats, especially Combs, with the sales tax.
Ironically, this is what happened. Combs and his successors seized the sales tax
opportunity Chandler gave them to vastly expand the role of state government
in industrial development, education, and other areas. Conservative Republican
Louie B. Nunn (1967-1971) increased the tax in a time of fiscal crisis. Once established, the regressive tax became a permanent part of the Commonwealth’s
revenue and economic development considerations.
Chandler did not oversell KIDFA in his 1958 legislative address, possibly by design. As recommendation number five, he called it a State Credit
Authority or little R.F.C. (named after Herbert Hoover’s Reconstruction Finance
Corporation of 1932). SB 315 established KIDFA and directly involved the state in
financing private, local, nonprofit development corporations with clearly stated
public purposes.18 The introduction recognized uneven development and the
state’s responsibility to promote business and create jobs, while catering to local
interests. The state would work with private community industrial development
groups to help benefit society by directing the use of human and natural resources.
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Given the national proliferation of branch plants after World War II, this bill
was a warning for local middle class (business owners or petty bourgeoisie) elites
with limited markets; the state intended to help finance new, large-scale capital to
diversify local economies and solidify the state’s financial position. The wording
also suggests a tinge of fear, with the statement invoking the state’s police powers to justify the act’s legality: “It is a purpose of the act to promote morals and
the right to gainful employment of residents.” The passage raises the question of
whether unemployment is immoral. If so, then who is to blame? Or, considering the Cold War, was there fear that unemployment would bring about immoral revolutionary tendencies? Of particular interest is Section 3, which required
land to be located in or near a city. No particular class of city (based on population) was specified, so there was no overt bias against small cities in rural areas. A contradiction of uneven development appeared in Section 8, where certain
physical infrastructure was required for loan eligibility. In the short run, at least,
lack of transportation facilities, utilities, developed industrial land, and capital
discriminated against some of the Commonwealth’s rural and Appalachian
counties.
KIDFA’s statewide governing board was clearly elite and class-biased, including top government officials and representatives from a bank, the Chamber
of Commerce, and the National Association of Securities Dealers. There was no
labor representative. The organization’s independence from the governor was
dubious; the commissioners and three business members were gubernatorial appointees. There was only one elected member, the lieutenant governor. The board
was hardly pluralistic or democratic. The local boards were elitist, too. They
were private entities assembled by interested citizens (including the county judge
executive, the county board’s leader), usually with an interest in growth.
To some, the new KIDFA appeared contrary to sections of Kentucky’s
Constitution regarding provision of public services and debt limitation. A review
of court decisions supported the legal technicality that debts of state authorities
are not considered state debt, even though state officials direct the agencies, fund
them, and arrange for debt finan¬cing. In 1960, after Chandler had left office,
Kentucky’s courts ruled that these agencies provide for the common good by
helping to create jobs.19 The decision supporting KIDFA marked something of
a legal switch from the ruling that tossed out the Turnpike Authority in the mid1950s and offered the state a way to bypass debt strictures imposed by the 1891
Constitution.20
Like his more liberal counterparts, Chandler shared a vision of growth in the
Commonwealth based on the lure of attracting new capital. Yet his decision to
back KIDFA is somewhat surprising, given its handling of state debt. Chandler,
tempted by the possibilities of new capital to create jobs, opened the way for
numerous other quasi-government authorities to use various debt instruments to
circumvent constitutional debt limits and requirements for a public vote on debts.
Kentucky’s need to attract new capital—partly spurred by competition among
states to create jobs and partly by major internal crises, such as the decline of
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coal employment, out-migration, and persistent poverty—overcame Chandler’s
deeply held, conservative philosophy of limited state government, but supported
his beliefs in growth and progress. Chandler, who often expressed concerns about
debt and staked his reputation on prudent management, revealed lawyer-like attention to legal details, pragmatism, and perhaps even a tiny touch of liberalism
when he supported the act. His opposition in 1956 to the Turnpike Authority that
the courts rejected may have been based on any or all of the following: its origin
in the legislature of the liberal Wetherby administration; his constitutional conservatism about the method of acquiring debt; or the amount of debt the authority could incur. In the case of KIDFA, he clearly found a quiet way to change
direction to promote economic growth.

Revenues and Fragmentation
In his first speech to the General Assembly for the fourth extraordinary session in
1956, Chandler noted the revenue picture needed particular attention because of
the new school funding act passed under Wetherby. Reminding General Assembly
members of the heat he had taken for suggesting during the campaign that existing
tax legislation could be used to produce $100 million in revenue, he pointed out
that the criticisms were unfounded. He admitted, however, there would have to be
more funds for the Minimum Foundation Program because the final cost exceeded
original estimates.
Chandler said he was trying to spread taxes equitably over the greatest number of people possible, keeping at least part of his no-tax promise by not imposing
an “onerous and burdensome [sales] tax upon the people least able to pay it.”21 To
Chandler’s legal mind, the sales tax was “new” because it was not now in effect.
Tinkering with the existing tax system was another matter, entailing no “new”
taxes. Ironically, the revenue increase Chandler sought far exceeded the $25 million Combs had suggested was needed during the 1955 gubernatorial campaign.
Chandler, for all of his populist rhetoric about taxes, knew that recent capital
penetration by new industries increased demands on the state budget. He devised
a relatively conservative budget and tax plan to accommodate those demands.
The budget passed relatively easily. But the rough treatment and protest over the
revenue plan in the General Assembly demonstrated considerable fragmentation,
given the normal hegemony of Kentucky’s governors up to the time.
HB 1 of the fourth special session was Chandler’s major tax bill for 1956.
The proposed income tax targeted two rapidly growing economic sectors, corporate and personal income, successors to a tax Chandler had implemented during
his first term in the late 1930s. It brought these taxes into conformity with the
federal code, applied a progressive surtax on the amount of state income tax owed,
and established a flat $12 individual exemption similar to the federal system. On
the regressive side, it lowered the income level for filing from $1,500 to $600 and
reduced the estimated tax reporting level from $1,000 to $100.
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HB 1 also raised the corporate income tax from 4.5% to 5% on the first
$25,000 of net taxable income and 7% on income above $25,000. The bill accommodated business profitability by keeping Kentucky’s effective corporate tax rate
of 3.5%, below almost all other states in the South and Mid-Atlantic regions.22
Chandler argued that making the tax progressive would not only increase revenue, but would assist smaller businesses because of federal income tax code
provisions. The measure was clearly designed to help keep and attract industry.
Chandler’s problems with the legislature over the tax are evident in the public record with the number and types of bills filed. On April 16, 1956, he made a
second appeal to a joint session regarding the tax. He said the state’s corporations
were “perfectly willing to pay it, that it doesn’t hurt them and it still keeps us
tied with Virginia and much lower than all the other substantial Southern states
except Virginia, and at least two points to a point and a half below Pennsylvania
and New York, and no trouble at all with our competing with [for] industry….”23
HB 1 eventually passed the House 63-26 and the Senate 21-15, a relatively close
margin historically.
Time and time again, taxation turns out to be a source of problems in
Kentucky’s policy making. At root, divisions over taxes are a debate over the
nature and role of government in a nominally pluralistic society. The fragmentation illustrates the dislike citizens generally have for taxes, coupled with distrust of larger government that continues to be an enduring thread in U.S. sociocultural history. For their part, elected officials themselves may be distrustful
of government and sensitive about infringing on the hegemony and privilege of
wealth, income, and power. Excessive tax increases can be seen as harming economic development possibilities. The design for supposed tax progressiveness
and incidence is in coded terms that hide the specter of class polarization. The
language and structure of tax reform seek to mask the true relationship of tax
laws that, even in the most progressive of times, tend to support business capital
accumulation and retention.
The process of passing state taxes showed legislative restlessness under
Chandler. The legislature was nominally democratic and pluralistic, but public
input was not always welcome. For example, SR 14 sought a public hearing on
Chandler’s tax bill. The Senate leadership rejected its introduction, refusing to
even assign it to a committee. HJR 9 sought a referendum for May, 1958, to determine if voters wanted an income-tax increase, sales tax, or state liquor store
monopoly. It died in committee. HB 514 would have provided for a referendum at
the 1959 general election on the 1956 income tax revision; it also died in committee. While these bills probably are more indicative of political maneuvering than
they are of truly democratic impulses in the legislature, they suggest that some of
the elected elite in a representative government feared the masses who would pay
the taxes.
The state’s leaders, in trying to foster growth, faced a deep contradiction.
For elected conservatives such as Chandler in the 1950s, the unification tendency
was built partly on restraining government, fear of the larger masses (limits on
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pluralism), and limited assistance to the elite that holds and controls most private property. Growth of the Commonwealth’s economy to create jobs, coupled
with limited growth of the government, was the long-run goal. The conservative
Chandler had a nuanced view of government. He still needed to establish a revenue stream and try to make government more effective to promote the state project of economic development and ultimately job creation. To Chandler, it was the
method of taxation and political costs that mattered if unity were to be preserved.
Responding to a proposal to tax retail sales (HB 11), Chandler gave legislators
some direct and pragmatic advice:
. . . If you pass the sales tax, and we brought it out so that we could let everybody
have a chance, I have to tell you what my position is about it because I think
that I have had as much to do the last twenty-five years keeping the sales tax off
perhaps as any other individual. Don’t make plans to pass it [once] because I’m
going to send it back to you promptly. I’m not questioning that you get fifty-one
votes and you can pass it, but you’re going to be put to the trouble of doing it
twice because I’ve got to keep my word. I told everybody in Kentucky.
Now I want to give you some figures, and it is no doubt about these at all.
Over 87% of Kentucky families according to the Federal statistics make less than
$5,000 a year. Some of the boys have been in and told me that they have heard
from their people. Huh, you didn’t hear from these little people. If you run again
you’ll hear from them if you vote for the sales tax. You’ll hear from them the next
election. They’re not as articulate, and they haven’t got the means of communication except at the polls. . . . There are 865,000 families in Kentucky. Under
my program the tax burden will be spread over about 565,000 people. Under the
sales tax it will be spread over three million, one hundred odd thousands. That is
every living mother, father and son.24

HB 11 died in the Rules Committee. It was never put up to the full House for
a vote.

Agriculture and Coal: Conservative Reluctance
In its generally conservative approach, Chandler’s term tended to be a subtle interlude in Kentucky’s Keynesian activism between the Clements-Wetherby and
Combs-Breathitt administrations. Chandler essentially agreed on the idea of aiding larger businesses to bring new capital to Kentucky, and he focused on road
building. Like the four governors who served on either side of his administration,
Chandler said he wanted to balance industry and agriculture and aid poor, rural
areas. Yet, unlike these governors, he was reluctant to directly help the traditional
rural middle and working classes. In addition, he was reluctant to aid the sagging
mining industry, running against policies of later governors that assisted capital
preservation.
For example, HB 361 (1956) would have authorized the UK Agricultural
Experiment Station to develop strains of tobacco without substances that could
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possibly endanger human health. Despite growing fears about the dangers of cigarette smoking, the bill never made it to a vote, a mark of support for the industry. This measure foreshadowed the establishment of the UK Tobacco and Health
Research Institute during the Combs administration, when forces for rural middle
class capital preservation would emerge.
In 1958, efforts to offer direct assistance to farmers also fell short, despite
Chandler’s promises. SB 42, to establish in the UK College of Agriculture a research project to promote tobacco, emphasizing new uses and products, passed
the Senate 33-0, but never came up for a House vote. HB 51, a similar bill with
21 sponsors, died in committee. HB 209 would have established a UK research
project to promote greater use of all Kentucky agriculture products. This version limited funding for increased tobacco production and animal or plant disease
control only if needed to develop new products or promote greater use. The bill
passed the House 67-0, but never came up for a Senate vote.
Meanwhile, even though the coal industry had fallen on hard times after
World War II, Chandler did not seem disposed to aid it either. In 1956, for example, SB 47 sought to create a three-member Coal Mining Study Commission
appointed by the governor to research mining and coal use. The Legislative and
Executive Affairs Committee reported the bill unfavorably, probably a clear signal from Chandler. A weaker measure, SR 63, passed the Senate. It required the
Department of Economic Development to study coal resources and their use and
to encourage industrial location in the coalfields.

What’s in it for Workers?
If the newly woven threads of industrial development were beginning to choke
Kentucky’s traditional alliance of coal, agriculture, and the localized middle class,
the plight of workers was truly grim in some regions. Mechanization of the coal
industry and massive out-migration, on top of the Depression, left many people
impoverished, especially in Appalachia. Coal production was up, but employment
was down. Economic and environmental decline in these chiefly nonmetropolitan areas with urbanized industrial organization threatened the state’s credibility,
but it also sapped the will of many to fight. They fled or grew poorer and more
passive.25
Industrial development was an effort to keep and build unity by creating
higher paying jobs. As Chandler, expressing his perception of unity, told the
General Assembly in 1958:
One of the contributing factors to the manifest desire of industry to locate in
Kentucky has been the fact that we have had the greatest measure of peace between capital and labor that we have known in this generation. This is no accident. Hope is earnestly expressed that nothing will be done by you to disturb
the present amicable relationship. . . . Labor unrest in Kentucky has reached an
absolute minimum.26
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The legislature complied. In a classic example of state reluctance, it didn’t offer
much to workers, but it didn’t do much to upset them either. For example, in 1958,
SB 106 attempted to deal with the plight of workers and uneven development. It
would have authorized the governor to declare areas designated as federal laborsurplus areas to be state labor-surplus areas. It also would have required the economic development agency and purchasing officers to set aside all or part of state
purchases for placement in such areas. The bill passed the Senate unanimously,
but it died in the House. HR 102 was a political ploy; it directed the commissioner
of the Department of Economic Development to give official figures on the state’s
development program and to outline plans to curb unemployment by March 21,
1958. Chandler’s leadership prevailed; the bill died in the Rules Committee.
Over the years, the General Assembly, in almost every session, rejected socalled “right to work” legislation, making Kentucky—largely because of the power of the United Mineworkers of America—the only state in the South to allow
closed union shops. This condition galled the Chamber of Commerce and other
groups, such as Associated Industries of Kentucky, but perennially withstood their
efforts to overturn it.
So, the reluctant state catered to a large bloc of voters, sometimes with mixed
messages, but did little to preserve the capital of its own localized petty bourgeois elites in its efforts to maintain unity. For whatever reasons, including plain
old vote counting, Chandler tended to support a tax system that fell more on the
Commonwealth’s elites than on its workers. He was the last of a long line of leaders who blocked a sales tax, opening the way for a mechanism that soon undermined his tenacious opposition to the regressive tax while spurring phenomenal
growth in state government and its development agenda.
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FOUR
Echoes of the New Deal: Bert T. Combs, 1959-1963
The Priority of Development
State-level Keynesian activist liberalism to create jobs and attract capital was central to the economic and industrial development package Governor Bert T. Combs
delivered to the General Assembly in 1960. His approach was far wider and much
more intensive than Happy Chandler’s or any of his predecessors. His view of
government’s possibilities was far more optimistic than most of his successors. In
his December 8, 1959, Inaugural Address, he promised high ethical standards and
promoted progress to improve the state’s economy and standard of living.1
Combs was raised in Clay County in eastern Kentucky. He inherited diverse
and potentially fragmented political support from the Clements-Wetherby liberal
faction of the party, such as Louisville’s urban political machine; working-class
Catholics; a widespread county political network; industrial and coal interests;
labor unions, including the United Mineworkers of America; anti-union strip
miners, and western Kentucky farmers.2
Combs—an intensely personal intellectual compared with the gregarious (his
harshest critics might say bombastic) Chandler—built his second run for governor in 1959 on attacking Chandler’s record. Since 1955, Combs had matured.
During the campaign, he deftly parried the tax issue and engaged in his own funpoking at Chandler’s expense.3 The differences between the two men extended
beyond personality. They extended far beyond political factions. They illustrated
the differences in perceptions about the Commonwealth’s role in promoting business profits and job creation. Chandler’s approach was narrower and more cautious, conservative, perhaps even reluctant. Combs tended to be far more liberal
and activist, launching a broad attack on the ills he saw. He was optimistic but
surprisingly vocal in his criticisms of past decisions by Kentucky’s leaders.
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Kentucky’s lower-rung position among the states was not new, but in 1960 it
began to have new meaning that fueled the governor’s criticisms. Toward the end
of Combs’s term in 1963, the Governor’s Program Evaluation Group provided a
wide-ranging, relatively systematic evaluation of the state’s condition. The report
was a propaganda document to demonstrate progress during the administration.
But it also showed refreshing openness in its cogent analysis of issues that put the
state at risk. According to the report, actions in the late 1940s and 1950s “were
the beginnings of real progress,” but were “piecemeal attacks at a time when
a coordinated push was needed.”4 Kentucky faced the consequences of uneven
development. According to the report:
Growth in [the state’s] metropolitan centers . . . tended to obscure the acute
problems of the less affluent communities. . . . While the state’s personal income was moving upward by 69% during the 1950’s, income for the 30 eastern
Kentucky Appalachian counties was up by only 24%. Kentucky as a whole had
an income gain less than the national average. However, when these 30 counties
were removed statistically from the state total, Kentucky’s rate of income growth
becomes exactly the same as the nation’s—77%.5

The Commonwealth faced serious problems at the state and national levels, including high unemployment, loss of jobs in agriculture and mining, low income,
out-migration, a declining tax base, and low skills and limited training for jobs in
commerce and industry. Combs recognized the ravages of uneven development as
new national trends—which accelerated rapidly after World War II—were setting into fast-paced motion the concentration of production and growth, jobs
and people into larger and larger units in fewer and fewer places. Advancing
technology made it profitable to produce farm goods, coal and timber with the
work of a smaller number of people. Kentucky has been one of the states hardest
hit because her people have been largely involved in farming and mining activity, while Kentucky’s communities include few of those capable, traditionally, of
attracting the concentration of industry and commerce typical of the trend today.6

The analysis in the document suggests that Combs was a different kind of governor with a deep grasp of what ailed the Commonwealth. In articulating what needed to be done, the document advocated the necessity of the Keynesian activist
approach that included not only infrastructure development, but also education:
The panacea for economic growth is not governmental action alone. However,
when momentum is lost, governmental action is needed to overcome the inertia.
This applies particularly to the provision of those basics for growth, such as
adequate education of the labor force, roads and proper resource development.7

Combs grew up in the mountains of eastern Kentucky, a Democrat in the heart
of traditionally Republican territory, an area battered by depleted resources,
out-migration, deep poverty, and economic decline. In fact, the New Deal had
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altered politics in the mountains, especially in far eastern Kentucky, where
Democrats gained considerable power alongside the United Mineworkers of
America.8
Combs believed in the ability of government to solve the Commonwealth’s
problems and to set up a climate to take advantage of opportunities. Unlike the
more laissez-faire Happy Chandler, his predecessor, Combs had big plans to deal
with the rapid structural changes affecting Kentucky, plans that required a bigger government characterized by increased revenue and debt. He convinced the
legislature to throw its full weight behind improving education, road-building,
and industrial development, among other things. Even so, like Chandler, he described his budget as conservative, either a rhetorical device or a realization that
he wanted the state to do more. The new governor had a basic rationale for activism. While much of the nation appeared to be doing well during the extended
post- World War II economic boom, Kentucky was doing badly. His belief in the
severity of Kentucky’s problems and his faith in government were evident in the
comprehensiveness of his efforts to spur development, opening the way for even
broader economic development policy in later administrations.

Building the Legal Basis for Development
At the outset of his term, Combs had to plan for an adverse court decision on
the Kentucky Industrial Development Finance Authority (KIDFA) passed during
Chandler’s administration: “In the event it is declared invalid,” he told legislators,
“I would suggest that you consider legislation giving the state similar promotional
authority, keeping in mind the provisions of the court’s decision.”9
The progressive program Combs outlined to the legislature in 1960 accounted for environmental considerations, including improvements in forestry to attract
wood-using industries; a watershed program to build small lakes for recreation,
new industry, and flood control; and regulations on mineral production, especially
oil and gas, to protect the interests of the state, farmers, and recreation, while
also assisting industry. The governor recognized growing competition for new
industry among states and increased the Department of Economic Development
budget by $635,000 to provide for a Division of Industrial Development, an urban
development program, and an industrial research fund.
Once the Commonwealth’s high court affirmed KIDFA early in 1960,
Combs backed SB 252 to remove the lieutenant governor from the authority and
to add two members appointed by the governor from the public at large, while
keeping three members from groups originally required. The four government
representatives were the commissioners of banking, economic development, economic security, and finance. KIDFA received $35,000 for the rest of fiscal year
1960 61 and $1 million for each year of the biennium to go to the Industrial
Development Finance Authority Revolving Fund. The bill passed both chambers
unanimously.10
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In 1962, HB 329 amended KIDFA to address uneven development within
counties by extending funding to include counties, as well as local economic development groups. The bill, with 26 sponsors, suggests the governor and legislators were unified in their immediate goals of attracting capital and creating jobs,
while also working to alleviate uneven development. The measure passed both
houses unanimously. Combs also supported SB 280, which provided an easier
means for smaller cities and mountainous areas to seek KIDFA loans. The bill also
passed both houses unanimously. It reduced the minimum size of an industrial site
to 25 acres, increased the loan amount, and reduced the collateral required of the
local development agency.
The Combs program was built mainly on large-scale industries if Kentucky
Department of Economic Development publications are any indication.
Publications included: Mineral Resources of Kentucky, Kentucky’s Importance
to the Aluminum Industry, Kentucky’s Growing Industrial Chemical Industry,
Industrial Uses for Limestone and Dolomite, Food Processing, Metalworking
Feasibility Study, The Sewing Industry in Kentucky, and Agri-business Potential.
These documents suggest the state’s priorities for industrialization. Some, but by
no means all of these industries required relatively low skills. Others were tied
to extractive industries. Contemporary high tech was not part of the mix, but the
state was attracting a number of automotive firms, possibly to complement Ford
Motor Company’s plant in Louisville (Jefferson County).11
The publications leave the impression that Kentucky was far ahead of its
competitors in industrial promotion. This contention is dubious, but helped
build unity at home. The multifaceted program built on existing capital in the
“Kentucky Industrial Team” made up of state staff, the Kentucky Chamber of
Commerce, and utility and transportation firms.12 Originally formed in 1953, the
13-member team, a public-private partnership, was to link Frankfort both with
potential new businesses and local communities. The team was intended to be
a widespread and flexible organization equipped to assist industrial prospects
in finding choice spots anywhere in the state. According to the Department of
Economic Development, team members were supposed to generate interest in
Kentucky among prospective industries, but they didn’t necessarily meet together
when a prospect visited the state:
Members representing the transportation and utility companies have primary interest in bringing new facilities into their own territories. The proper railroad
and/or utility company representatives are on hand when the prospect visits their
particular service areas only. This method has proved to be a valuable timesaver
to the visiting company official, since a great many of the answers he is seeking
concern availability and costs of these services.13

But competition for industrial sitings within the state was also a possibility under
this model if prospective businesses wanted to pit localities against each other to
get the best deal. It is unclear whether this happened in Kentucky in the 1960s.
But it has become more commonplace over the years not only within states, but
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also across state lines. Kentucky’s industrial development leadership made a point
that the state engaged in advertising and team members visited the country’s industrial centers to establish contacts. But “no effort is made to induce any firm
to relocate plant facilities.”14 The emphasis was said to be on attracting firms that
were setting up branch plants because of expanding markets or market location,
which played to Kentucky’s geographic position. This approach would change
soon.
Considering U.S. economic growth at the time, it is possible officials did
not seek to compete with other states, but this statement seems a platitude. Even
if true when written, by the time Edward T. Breathitt succeeded Combs in 1963,
Kentucky and other states were spawning cutthroat competition for what eventually became a shrinking pool of manufacturing firms, especially after the mid1970s. Nor does the statement say anything about Kentucky’s relatively low
wages, which must have played a role in attracting industries, including footloose
facilities such as sewing plants.
Meanwhile, conventional private lending sources provided some funding for
development, but internal capital was limited. The state developed new ways of
financing industrial expansions and major development to fill the capital pool.15
By the end of his term in 1963, the Combs administration offered a variety of
state- and local-level industrial development financing mechanisms, including:
•

•

•
•
•

Municipal revenue bonds were issued through cities to cover the cost of acquiring a new or existing building and equipment for a manufacturing plant.
A rental agreement with the tenant was to cover the cost of building upkeep
and depreciation, as well as retiring the bonds within 25 years. The bonds were
not considered a debt of the municipality and could be issued for facilities outside the city limits if the plant would benefit the city’s economy. This package,
passed in 1946, was allowable under provisions of the Constitution. Use of these
bonds expanded rapidly, especially in 1958. But industrial development barely
touched Appalachia, with its high poverty rates, poor roads, already low levels of
manufacturing, and the coal industry’s poor condition.
KIDFA offered loans to nonprofit development corporations for new buildings or
industrial parks, but not for purchasing plant equipment. The mixed public-private ventures acquired at least half of their required funds from private sources.
The local development groups had to raise at least 10% of the funds and held title
to the facility until the loan was repaid. A loan was secured by a mortgage and
the assets of the group.
Business Development Corporations were private entities that loaned private
funds to firms unable to obtain money through conventional means or other state
sources.
Municipal General Obligation Bonds required voter approval. Kentucky’s highest court had ruled that municipalities could issue these bonds for constructing
industrial buildings under adverse economic conditions.
Local Industrial Development Corporations made many areas ready to offer
developed sites or financial aid for building construction. About 107 of these
groups existed in 1963, with few in eastern Kentucky’s counties.16
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In addition, federal Area Redevelopment Administration financing provided joint
funding from Washington and other sources. In 1963, 86 of Kentucky’s 120 counties qualified for this program, which funded new projects, but not industrial
relocations. The federal government could loan up to 65% of the project cost
and had first claim for repayment. Local and state sources raised at least 10%,
and 5% came from private sources. The remaining 20% could come from local
lending institutions, but KIDFA funding also was available under certain circumstances. By August, 1963, 14 loans totaling $3.84 million in Area Redevelopment
Administration funds had been approved.17
Some cities voted in favor of accruing substantial debt by using municipal
obligation bonds to assist one company. Bowling Green (Warren County), for
example, approved four issues totaling over $1 million for Holley Carburetor
Company. Georgetown (Scott County) voted to give over $1 million to Electric
Parts Corporation to make electric blankets. The largest voted debt was $50 million to totally finance a plant to create 1,000 jobs for Harvey Aluminum Company
in Lewisport (Hancock County).18 Large firms took advantage of this opportunity
in other places, including General Tire and Rubber Company, Crane Company
plumbing fixtures, Emerson Electric Manufacturing Company, and Brunswick
Corporation for a sporting goods plant. These large expenditures, relative to the
small population of many of these cities, suggest considerable economic dependence, a gamble based on subsidizing major corporations in branch plant expansions using long-term local debt. Although several municipal bond issues funded
lower-skill, footloose firms, such as clothing and textile manufacturers (including
$1 million for a hand-knitting yarn plant owned by Caron Spinning Company in
London (Laurel County), most funds were for semi-skilled and some skilled jobs.
No cities in core eastern Kentucky counties voted for the debt. Most cities voting
for the bonds were small, rural county seats in central and western Kentucky.
Until the 1950s, industrial development in Kentucky was mostly a local affair. Laws passed under Chandler and Combs boosted Frankfort’s influence. Cities
and towns still had an option to use municipal revenue bonds. But state-supported,
quasi-governmental agencies transferred some risk to the Commonwealth. By a
legal device of questionable constitutionality, the state could now increase its debt
without vote of the people to attract new outside capital. Kentucky was now in a
position to compete nationally using debt-financed incentives for new industries
with the hope of leveling uneven development, creating jobs, and raising workers’
income to alleviate poverty. Here was redefinition of commonwealth: attracting
new capital through debt financing while raising income of workers who would
be taxed more heavily to pay off the debt and the costs of growth. Increased reliance on non-voted debt—put together by private, local development groups with
help from Frankfort—helped bypass local opposition to development and abetted
fragmentation of the local middle class by raising local wages.
By 1963, KIDFA had a $2 million revolving fund and 12 approved loans.19
Information provided by the state suggests problems with the new program. First,
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the two largest loans went to cities in the Golden Triangle—Covington (Kenton
County) and Lexington (Fayette County)—for industrial parks. Both were rapidly
growing areas with ready access to capital, and it seems unlikely the state was
lender of last resort, as KIDFA required. The same seems possible for loans in
Hopkinsville (Christian County) to a clothing maker and Ashland (Boyd County)
to a structural steel firm. Second, there appears to be a tilt away from small county
seats in agricultural areas, a hint that KIDFA might help concentrate industrial
capital in larger cities and force smaller cities to take larger risks on their own.
Third, compared with municipal bond issues, loans to work clothing firms stand
out, with two of three such loans to the same firm in different places. Coupled
with a loan to Munfordville (Hart County) for Louisville Bedding, an ad hoc
economic policy (jobs, jobs, any kind of jobs) seemed to be emerging.

Spindletop: Technological Opportunity
Combs also sought to broaden the industrial base into high technology research,
especially electronics. In his 1960 biennial budget, Combs included substantial
appropriations for laboratory facilities in colleges and universities. In addition,
the state-sponsored Spindletop Research Park near Lexington was chartered as
a nonprofit organization in 1961 and modeled after North Carolina’s Research
Triangle. Its goal was to attract high-technology industries by providing basic and
applied research. The park was located near an IBM plant built in the mid-1950s.
The decision was deliberate, even if it did not address uneven development:
The park is some six miles outside Lexington on gently rolling Bluegrass land.
Within thirty miles are about six of the state’s senior colleges, including the
University of Kentucky. The new interstate highway network of north-south and
east-west routes (I-75 and I-64) merges and passes within a few miles of the
park. Finally, the central Kentucky area is one of the fastest growing regions in
the state both industrially and in population.20

The Spindletop Research Institute occupied 75 acres of the 425-acre Ironworks
Pike site and acted as a clearinghouse for research contracts, as well as offering
research space. Construction on the first building started in 1962; other buildings
were to be added as necessary. The rest of the site was intended for private research firms.21 In fact, Lieutenant Governor Wilson Wyatt, who was in charge of
economic development, scored what was considered a major victory by bringing
in Beardsley Graham, manager of Lockheed Aircraft Corporation’s missile and
space program, as Spindletop president. Journalist John Ed Pearce said Graham
frequently clashed with the Combs administration.22
It is, perhaps, an irony that the Spindletop Farm was named for the gusher
that set off the 1901 Texas oil boom. Kentucky’s Spindletop slowly dwindled
because of management problems, insufficient university research capacity, and
lackluster support from later governors. Traditions of a resource-based economy,
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pragmatism, low education and skills, and ad hoc industrial recruitment muted
the competitive concept of a lucrative research-based growth sector that promised higher wages. Despite efforts of some individuals, traditional forces proved
difficult to overcome. Capital preservation took precedence alongside efforts
to attract industries more compatible with the evolving character of the state’s
economy. The Spindletop Research Foundation was gradually dismantled in the
1970s, and unlike its counterpart in North Carolina, never reached its intended potential. Spindletop’s successor, UK’s neighboring Coldstream Research Campus,
burgeoned into a business, research, and high technology center during the 1990s.

Agriculture, Small Business, and Coal: Broad Concerns
Combs often expressed concern about the effect of structural changes on different
economic sectors and regions. His budget included funding for more research and
construction of a research center at the UK College of Agriculture, a move toward
capital preservation for a traditional industry. In 1962, Combs received legislative
approval to establish regional extension districts. He also increased appropriation
for the Department of Agriculture.
To assist the middle class, Combs sought to foster small-business development, but faced constraints imposed by large-scale capital. SB 155, for example,
passed both chambers unanimously in 1960 and established business development corporations of 25 or more persons that could make business loans if the
loan applicant had been refused by at least one bank or financial institution. The
proclamation was surprisingly critical, recognizing human suffering, uneven development, and that “many people of the Commonwealth can no longer follow
their traditional way of life.” It noted that waves of new capital (“great changes
. . . in the general economy”) hurt small businesses. Meanwhile, “…the health,
vigor and opportunity of the small independent business are of vital importance
and interest to all the people of the Commonwealth. . . .”23
The measure’s purpose statement laid the groundwork for later expansions
of the state’s economic development legal framework. While rooted in preserving traditional capital, it was hardly reluctant and sought to unify various forms
of capital. The bill linked business prosperity with the economic welfare of “the
Commonwealth of Kentucky and its citizens,” using loans and investments with
the goal of encouraging and assisting
the location of new business and industry in this Commonwealth and to rehabilitate and assist existing business and industry; and so to stimulate and assist in the
expansion of all kinds of business activity which will tend to promote the business development and maintain the economic stability of this Commonwealth,
provide maximum opportunity for employment, encourage thrift, and improve
the standard of living of the citizens . . .; similarly to cooperate and act in conjunction with other organizations, public or private, in the promotion and advancement of industrial, commercial, agricultural, and recreational developments in
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this Commonwealth; and to provide financing for the promotion, development,
and conduct of all kinds of business activity in this Commonwealth.24

As Keynesian activists, the bill’s framers believed that assisting various economic
sectors, especially small businesses, would alleviate some crises stemming from
larger structural changes. They also hoped to unify various class fragments with
government aid in cooperation with larger-scale private lenders. But criticisms
Combs launched quickly ran up against overall political economy’s structure.
Capital concentrated in core sectors meant public utilities, insurance companies,
pension and trust funds, and so-called foreign corporations licensed in Kentucky
would have to provide capital. They were authorized to handle bonds, debt notes
and other securities without approval from any state regulatory agency, an expression of state reluctance contradicting its activism. Financial institutions were
allowed to become members and make loans, but could not buy stock unless they
were members.
Combs faced intransigent problems. To boost self-employment among the
structurally unemployed, especially in the coalfields where joblessness had
reached “alarming proportions,” he promoted arts and crafts to offset effects of
declining regions and uneven development. He hoped this approach could counter
uneven development, noting government’s role in his 1962 Budget Message:
It is the responsibility of the national government and the state government, I
think, to provide leadership in this field. Lieutenant Governor Wyatt and his department have done an excellent job in bringing industry into Kentucky. But it is
an unfortunate fact that industry from out of state, when it comes to Kentucky,
wants to come to those areas where living conditions are better, where the schools
are better and recreational facilities are superior. And so it has been an unusually
difficult job to get industry into those areas where unemployment is so great, and
where basic community facilities are still underdeveloped.25

In 1962, Combs sought $250,000 to set up a revolving loan fund (SB 111) for
building centers to display and sell crafts following the establishment of the
Kentucky Guild of Artists and Craftsmen in February, 1961. Noting the inability
to secure capital through the usual financial channels, he expressed hope that the
state could help bring increased income to areas in need. There was a $20,000 appropriation for the rest of fiscal year 1961-62 and $58,000 for each fiscal year in
the biennium. Annual arts and crafts guild training was limited to $18,000 a year.
State Treasurer Thelma Stovall, a Chandler ally, refused to fund the loan program,
saying it was unconstitutional.26
In 1960, treatment of the coal industry also changed under Combs with
HB 264. This broadly backed bill had 29 sponsors (including Democratic
Representative Harry Caudill of Whitesburg, Letcher County).27 It helped
establish coal research under the Department of Economic Development to
preserve capital considered vital to the economy, especially in the eastern and
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western coalfields. The new research group was to help finance academic studies,
employ its own research specialist, and extend the program into high school and
college courses. The bill also created a Resources Research and Development
Advisory Committee. The measure faced minor amendments and passed both
chambers with virtually no opposition. The bill was a forerunner to vastly expanded energy research programs in the 1970s and 1980s under Wendell H. Ford,
Julian Carroll, and John Y. Brown, Jr. The Combs program was not limited to
coal; it included other natural resources. The activist approach was a response to
the crisis of regional decline that included out-migration, structural changes in the
energy sector, environmental damage, and mechanization that eliminated jobs.

Taxing the Masses
Chandler may have gone along with the veterans’ bonus sales tax passed during
his administration because of its wording, with its possibility for progressivity:
The General Assembly at the same session authorizing the issuance of the bonds
shall levy a tax upon all retail sales at such a rate as will pay the interest upon
and retire the bonds in not less than 30 years, provided that retail sales of food
and food products, medicines, and clothing may be exempted from such tax
[emphasis added].28

After voters passed the veterans’ tax bonus in 1959, Associated Industries of
Kentucky filed suit to overturn it. Once the court backed the tax early in the
Combs administration, the new governor was able to greatly expand the state’s
potential to raise revenues, financing more than just the bonus.29 If Chandler was
a taxer, and he was, then Combs was an even bigger taxer. His view of the state’s
role in development and education demanded far more revenue than the conservative Chandler ever imagined. Combs, the leader of the revived New Deal in the
Commonwealth, had room to weave a less regressive sales tax out of fairness to
lower-income citizens. He chose not to in what remains a contradictory puzzle,
given his evident empathy for Kentuckians in poverty.30
According to the legislation passed under Chandler, the sales tax could be
levied on all retail sales, with room for exemptions on certain necessities. Retail
means the sale of relatively small quantities of items, a gigantic loophole for
large-volume purchasers, such as industries, that generally purchase wholesale.
For his part, Combs learned a lesson from his loss in the 1955 governor’s race.
He kept quiet about taxes in his successful 1959 campaign. In a 1979 interview,
he recalled his evasiveness, noting that voters themselves had called for the sales
tax by accepting the idea of revenue to aid veterans. Combs apparently considered
the sales tax to be something of a gift. He said he considered other alternatives, including an income tax increase or a coal severance tax. But, given the opportunity,
he expanded the sales tax to fund more government activities, with a more fully
funded Minimum Foundation Program as a priority.
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Between the November election and his first legislative address on January 5,
1960, Combs decided on a 3% sales tax, no matter how the court ruled on the veterans’ bonus. Voters had approved the bonus, and they would get it in some form;
there was a moral obligation. Combs also gave two promises to the legislature,
pending a favorable ruling:
I hope to be able to recommend favorable readjustments of income taxes to provide greater equity for Kentucky citizens and for the further creation of a more
attractive climate for new business. Simultaneously with my recommendation
for these taxes, I state to you that I and every member of my administration are
committed to a program of rigid economy and promise you that every dollar of
taxes spent during this administration will buy for Kentucky a full dollar’s worth
of goods and services.31

HB 75 of 1960 dealt with the veterans’ bonus, sales tax, and a personal income tax
cut. Combs hoped the massive revenue increase would counter Kentucky’s continuing fiscal crisis, fund education reforms, meet federal matching requirements
for road building and other programs, and step up activity in other areas, such as
industrial development. Combs used the Chandler bill to provide a loophole for
industries, but did not grant individuals exemptions for necessities.
Robert Bell, a Combs staffer and later a consultant for Ashland Oil, acknowledged concessions to make the tax more attractive to heavy industry. Bell was an
aide to Lieutenant Governor Wyatt, who was in charge of development. He said
Wyatt took particular interest in the statute, the language, and the administrative
regulations.32 He added that Henry Ward, a Democratic Party leader and former
highway commissioner who was with the Louisville Chamber of Commerce,
worked with Revenue Commissioner William Scent to set up the tax so it would
not block industrialization.33
The original tax bill was introduced with limited exemptions, including industry.34 But on a motion from Caudill, the bill was referred back to committee,
where a committee substitute granted numerous exemptions for various capital
sectors, weaving traditional interests of agriculture and coal with newer forms of
capital. Exemptions included locomotives and rolling stock; materials for construction and repairs; fuel used in interstate commerce; coal for electrical generation; energy and energy-producing fuels used in manufacturing, processing,
mining, or refining (energy-producing fuels were added as a floor amendment to
include coal and oil); livestock sold for breeding or dairy to a farmer; poultry for
breeding or egg production; farm work stock used in farming operations; seeds for
food for human consumption or sold in the regular course of business; livestock
and poultry feed; and commercial fertilizer used to produce food for humans or
sold in the regular course of business; and machinery for new and expanded industry. The bill, now designed to attract and preserve business profitability and the
state’s development priority, passed the House 84-9 and the Senate 28-8.
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The Louisville Courier-Journal Frankfort Bureau noted that officials intended
to apply a “liberal” interpretation of the sales tax to assist businesses. According
to the story, American Saw and Tool Company had located a plant in Charlotte,
NC, instead of London (Laurel County). The firm’s president, Lee Thomas, Sr.
(former Associated Industries of Kentucky president), said the tax on abrasives
was too expensive, so he took his $300,000 plant, with up to 200 employees,
elsewhere.35
The only alternative sales tax measure introduced, HB 10, languished in committee. It included exemptions on food, medicine, and other necessities and would
have ended the tax when the veterans’ bonus was paid off. It probably expressed
Chandler’s intentions. Passage of HB 75 set off protest in both Combs legislative
sessions, but once he decided on the sales tax, there were no alternatives. There
was only one call for higher cigarette taxes (HB 323, 1962). SB 83 (1960) sought
to end the poll tax. Several bills sought relief for tobacco and whiskey industry
economic fragments.
The decision to implement the sales tax did not damage Combs. He could,
in the short run, have alienated his backers in organized labor, who opposed the
new tax generally, but especially when it included food. Combs, however, had
clear goals, firm legislative leadership, and a public relations machine to garner
support for the new revenue package. Opposition was evident, but it was weak,
demonstrating the fragility of Chandler’s conservative bloc in the party.
The new sales tax did shift and diversify the tax structure, increasing the
Commonwealth’s competitive position because of reduced corporate income taxes and business sales tax exemptions. But the administration’s position on limiting
“harmful social and economic effects” raises questions.36 Without business exemptions and despite changes to the income tax, the tax system as a whole became
more regressive. While the personal income tax cut partly offset the effects of
the sales tax on individuals, necessities were taxed. Many lower-income
individuals paid a proportionately higher amount of their limited income in taxes
than corporations, whose effective tax rate was less than 4%. Corporate income
taxes were not cut in 1960, but their percentage of total tax revenue declined, although not as much as personal income taxes. Meanwhile, the sales tax accounted
for more than 25% of the state’s revenue, three times the corporate income tax.
The most notable drop was in motor fuels taxes, which occurred just as the state
was launching its largest-ever road-building program to attract industry. Here,
some revenue was shifted to tolls for parkways, a user fee not included in the tax
structure. Rural areas benefited from the roads, but fuel taxes and tolls hit those
who drove longer distances to work.
Combs was clearly a liberal in his beliefs about government and concerns
for the poor. But the regressive sales tax suggests contradictions in its government assistance for corporate profits, efforts to attract new industrial firms, and
taxation of the working class. Combs understood the Commonwealth’s desperate
need to spur economic and state government growth by attracting new capital.
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He legitimated growth policies and new taxes by weaving a tapestry of promised
benefits of new jobs and improved social well-being. In reality, workers, through
a consumption tax that included necessities, financed part of the hoped-for
favorable business climate.
The Combs administration’s policies were designed to make the state competitive in industrial recruitment. Combs managed negative reactions to the tax
policy and developed unity using public relations techniques that touted the tax’s
positive benefits. The reward for some workers in some regions was improved
employment opportunities, along with increased income. More revenue did not
resolve Kentucky’s fiscal crisis for long, though. Pearce noted that revenue projections for the second Combs biennium fell short of funding requirements during
an economic slowdown in 1961 and 1962.37 Combs asked agencies to trim budgets by 5%. As Breathitt’s term ended in 1967, the state’s fiscal situation reached
crisis proportions in the midst of rapid economic growth.

Change: Forces from Within and Without
From the perspective of more than 50 years, it is becoming difficult to imagine
the transition of Kentucky and the nation in the 1950s and 1960s. Building on a
foundation laid by Clements and Wetherby in the 1940s and 1950s, and aided by
Chandler’s unexpected backing of KIDFA and the veterans’ sales tax, Combs and
Wyatt redefined and expanded the state’s role in education, industrial and infrastructure development. For the most part, they abandoned the reluctant state in
favor of state-level Keynesian activism. Increased education funding and reforms
that challenged local corruption were part of their plan to increase workers’ skills.
In addition, the administration played a vital role in the national recognition of
uneven development and the later emergence of the War on Poverty.
Legend has it that John F. Kennedy’s hard-fought primary campaign in West
Virginia in June, 1960, opened his eyes to the grinding poverty of the coalfields.
In 1963, Caudill published Night Comes to the Cumberlands, a year after Michael
Harrington published The Other America. Both authors are said to have played a
central role in shaping public opinion and policy because of their critical views
of human misery and suffering. Caudill, like Combs, was basically a liberal.
Caudill’s legislative record shows he supported capitalism and business profitability, despite his incensed rhetoric about the effects of that accumulation and the
impacts of mining in his beloved Cumberland Mountains. Harrington started as
an activist Catholic, but by 1960, had moved away from the church. More importantly, however, he was a Democratic Socialist, and a harbinger of the emerging
New Left in the U.S. Deep contradictions of the time made both socialist and
liberal views acceptable in policy formation.
Within Kentucky, the considerable brain power behind Combs’s critical
grasp of the Commonwealth’s history came partly from his relationship with
Edward F. Prichard of Bourbon County. Prichard, considered a “boy wonder”
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during Franklin D. Roosevelt’s New Deal, was on a national fast track, graduating from high school at 15, attending Princeton for his undergraduate work and
Harvard Law School, and then becoming a clerk in the U.S. Supreme Court. When
FDR died, Prichard returned to Kentucky. In his 1948 race for the U.S. House of
Representatives, he was convicted of ballot-box stuffing. Clements and Wetherby
“rehabilitated” Prichard after President Harry S Truman pardoned him in 1950,
bringing him in as a behind-the-scenes advisor in the 1955 governor’s race that
Combs lost. Over the years, he advised most Democratic governors without regard for party faction. Prichard also ghost-wrote editorials. He also was named
to a number of posts, including the Council on Public Higher Education, giving
him a platform for launching later reform activities of the Prichard Committee for
Academic Excellence in the 1980s. He was a major force for progressive reform
in Kentucky, with a side some would call radical. He abandoned Keynesian economics in the inflationary mid-1970s and began to argue for corporate reform,
workplace democracy, and community self-help, such as cooperatives.38
During the Combs administration, conditions were not as bad nationally
as they were during the Depression, yet Kentucky still faced serious problems.
Combs wove the new and old threads at the state and national levels. He may well
have agreed with some of Prichard’s analysis, but he was no Democratic Socialist.
Like Caudill, he was a liberal who believed in using the government to promote
economic growth through enhancing business profits (capital accumulation).
Redistribution of wealth required government assistance, but had to occur mostly
through the efforts of individuals (workers) in a market economy with increased
opportunities for employment. Government also could assist them by improving state services, such as schools, an echo of the New Deal’s Keynesian spirit.
Combs’s recognition of the poor and the problems of some fragments of small
business are to his credit and are symptomatic of the liberal inclination toward the
underdog. But because of existing strictures in the political economy, Combs was
compelled to build his development program around attracting and expanding
core capitalist industries; although he did not speak much about competition, he
was acutely aware of the need to make Kentucky competitive with other states.
At the same time, he worked in cooperation with other governors to develop the Appalachian Regional Commission (ARC). Kennedy was interested,
and the federal government became involved in the oft-criticized program that, at
the time, was a unique state-federal partnership. Combs’s activities here reflected
his own interest in his native region and his philosophy that the Commonwealth
could not be modern and progressive unless all areas were healthy economically.
Kentucky benefitted from the program, which primarily focused on roads and
health care. Combs justified the strategy, noting the need for these services as part
of the larger development picture.39 In facing criticisms of ARC’s record, Combs
believed it offered great benefits by breaking down isolation, improving health
care, and helping to slow out-migration, but it did not attract many new industries.
ARC emphasized bricks and mortar, but at the state level, Combs was giving
increased emphasis to education and attempting to move schools in new directions.
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In Kentucky, ARC’s record on highway construction is debatable, however.
Julian Carroll, a Combs supporter in the legislature and a governor in the late
1970s, argued that despite the ARC, the federal government never picked up its
share of the highway costs Kentucky entailed in assisting coal mining, especially
during the 1970s national energy crisis. Combs’s massive internal improvements
program, financed by the Commonwealth with long-term debt, is evidence of that,
and Carroll also felt compelled to launch a costly energy-roads program as a response to the energy crisis. The federal government was limited. A poor state
like Kentucky had to figure out its own way to pay for its own progress and its
own capital accumulation by taxing its own people regressively even as national
and international markets changed and expanded. Despite the aid for the traditional extractive sectors, especially coal, old internal class structures were being
weakened to make way for new waves of capital.
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FIVE

Growth and Conflict: Edward T. Breathitt, 1963-1967
Activism Headed for Trouble
Postwar national growth and President Lyndon B. Johnson’s Great Society with
its War on Poverty benefited some Kentucky regions during the 1960s. Poverty
was declining. The Commonwealth’s economy, along with the rest of the nation’s,
was growing.
But times were changing. Newly elected Governor Edward T. “Ned” Breathitt
was the young, bright, rising political star, hand-picked and groomed by Bert
T. Combs to continue the New Deal-like agenda of industrial development, job
creation, road-building, and education reform, including vocational education.
Breathitt denied it, but he came into office with an agenda already laid out for
him, at least in theory.
Breathitt came from a rich political heritage, had a prestigious name, was
qualified, and came off well in public and in the media, especially television.1 He
served three terms in the Kentucky House in 1951, where his pet project was an
unsuccessful effort to establish a state employees’ merit system. Breathitt became
personnel commissioner under Combs, helping to implement the newly legislated
merit system; he then moved on to head the Public Service Commission.2
It was, however, a somber Breathitt who took the Oath of Office on December,
10, 1963, weeks after the assassination of President John F. Kennedy in Dallas
on November 22. Kennedy’s death caused great sorrow. Johnson, his successor,
was an old-line New Dealer. On January 8, 1964, he invoked Kennedy’s memory
by announcing the War on Poverty. This was followed quickly by civil rights
legislation and creation of the Appalachian Regional Commission (ARC), and
other Great Society programs that obligated the state and federal governments to
funding commitments to improve social well-being and economic development.
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Even as the War on Poverty was being launched, however, racial violence was
erupting in declining center cities. Despite troubles bubbling up to the surface,
Johnson won the 1964 presidential election by a landslide over Arizona Senator
Barry Goldwater, a straight-talking, conservative Republican. After the election,
the President became deeply mired in the Vietnam War, which tore at the nation’s
sociocultural fabric, alienating many of the young who faced being drafted into
the military to fight an unpopular war.
As Breathitt started his term, the New Deal coalition seemed relatively sound
nationally and in Kentucky. In his first State of the Commonwealth Address on
January 7, 1964, he praised Combs and noted gains in education, highways,
jobs, parks, and vacation facilities, farm income, health facilities, and welfare
programs. He also recognized industrial development efforts, saying:
Industrial jobs are on the increase and new industry that utilizes the products of
our farms is making a new contribution in our rural areas. Per capita income in
Kentucky is rising faster than in the nation as a whole.3

The overall economy appeared to be getting healthier during much of his term.
Against this backdrop, the governor’s tenure can be described in many ways. It
appeared state officials were dealing with the imperative for change from federal
programs and new industrial capital as major firms set up branch plants across
the state. By his own reckoning, Breathitt’s positive accomplishments included
rapid industrial development, a stronger strip-mining law that faced major opposition, and rapid growth in education funding.4 In reconsidering state politics and
finances, one phrase suffices: All hell broke loose.
While the younger Breathitt defeated the aging Happy Chandler fairly easily
by 60,000 votes in the 1963 Democratic primary, his victory margin over conservative Republican lawyer and future governor Louie Broady Nunn of Glasgow
(Barren County) was only about 13,000 votes. Chandler blamed his primary loss
on a dirty trick and bolted to support Nunn in the general election.5 The trick is
fact, but its effects were uncertain.6
One factor in Breathitt’s narrow victory was Nunn’s reportedly racist and
reactionary rhetoric aimed at Combs, who had issued an executive order to halt
discrimination against African Americans in public accommodations. Nunn
called the order dictatorial. Breathitt backed Combs, hurting himself by most accounts. Had Combs called a special legislative session, Breathitt might have been
hurt more.7 But Breathitt fully supported Combs on this issue, telling the General
Assembly in his first State of the Commonwealth Address that economic and
social progress were linked:
The people of our state have discovered that Kentucky and Kentuckians can,
if they will, move ahead not as stragglers but as leaders in the attainment of a
better life for our people.
Let there be no misunderstanding of my position, my policies, my hopes and
intentions for the next four years. In education, in highways, in the development
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of our natural and human resources, in building a virile, dynamic economy, both
industrial and agricultural, in ending the isolation and poverty to which thousands of our fellow-Kentuckians have been condemned, in recognizing the basic
dignity and human personality of all Kentuckians, in whatever color, whatever
class, whatever religious persuasion—in moving toward all these objectives I do
not intend that Kentucky shall slow down her rate of advancement, but we move
ahead at an ever-quickening pace.8

As Combs’s designated successor, Breathitt sought advice from the former governor. But Combs faded into the background, refusing to run again in 1967, instead accepting a federal judgeship from Johnson. Under these terms, Breathitt
faced limitations, but there was considerable hope that the Combs policies of
growth and expansion would give the incoming administration momentum and
considerable power to unify divided forces. Like his predecessor, Breathitt promised economy in the government, citing business principles as a guide. Combs,
after losing the 1955 election to Chandler over a proposal to increase taxes, won
the 1959 election by minimizing the tax issue. Breathitt ran on a no-new-taxes
position and cloaked his liberalism in fiscal conservatism to placate opponents.
In his 1964 Budget Address, he sounded almost, but not quite, minimalist, with
something for everyone:
This budget reflects a businesslike approach to the operation of government with
economy foremost in its framing. It is a budget geared to speeding up the rate
of Kentucky progress, a budget that keeps faith with the future without neglecting the demands of today. It is a balanced budget, and it is balanced without
higher taxes, without new taxes, without hidden taxes, without tricks or gimmicks. It reflects the expansive, progressive mood of our state. It is an optimistic budget based on optimistic economic forecasts, a federal tax cut, a growing
state economy and the most diligent economy in the management of your state’s
government.9

Breathitt wanted to quiet the conservative wing of his party. Chandler’s ally and
lieutenant governor, Harry Lee Waterfield of Clinton (Hickman County), had defeated Combs’s attorney general, John Breckinridge, in the lieutenant governor’s
primary.10 In November, Waterfield was elected by 65,000 votes, far surpassing
Breathitt’s winning margin. Chandler’s support for the Republican Nunn hurt.11
Even worse for Breathitt, Waterfield, a long-time politician, presided over the
Senate and had considerable influence over leadership positions. He put Breathitt
into a difficult position by tying up legislation. In fact, compared with Combs,
Breathitt’s first legislative session was unproductive. Marc Landy thought the
session was a disaster.12 Alan M. Trout of the Courier-Journal called it a flop.13
In the 1966 elections, Breathitt helped elect new senators who supported him
and demonstrated his own political clout; he weakened Waterfield’s power
considerably in a bitter intraparty squabble.14
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But Breathitt, who inherited minor budget problems from Combs, did
manage to stave off a fiscal crisis when the legislature approved putting a $176-million bond issue before voters in November, 1964 (HB 474); the bill passed the
House 74-10 and the Senate 27-8.15 While this level of legislative opposition was
relatively high for the time, apparently resistance was muted if responsibility for
the debt could be passed on to the electorate. Voters overwhelmingly approved the
bond measure, which included $139 million to match federal funding for roads,
along with vocational and higher education and parks. The measure was crucial
because of Breathitt’s pledge not to raise taxes even though the state’s debt had
jumped $516 million over the past 12 years.16
If party fragmentation and Breathitt’s problems in the General Assembly
were any indication, reactionary forces were positioning themselves for a major
battle to protect their power. The fight was pressed on several fronts, showing
class fragmentation, geographic struggles, racial overtones, and conflicts over
values. Breathitt had backing from pro-industrialization progressives, Combs’s
liberal wing of the Democratic Party, and many coal operators, including William
Sturgill. Remnants of Clements-Wetherby faction also backed Breathitt, along
with educators. (Clements, however, supported Chandler.) Lexington attorney
Foster Ockerman, one of the “young rebels” in the Chandler administration’s
legislative battles of the 1950s, was Breathitt’s campaign chair and state party
chair from 1964 to 1967. But Waterfield, through Chandler, had support from lowincome, urban workers, as well as Chandler’s traditional base of coal operators,
farmers, and the Bourbon elite.17 Chandler’s faction was nominally Democratic,
in many ways resembling Kentucky’s bipartisan combine of the 1920s and later
alliances that elected Republicans to national office as the New Deal coalition
faded away. Even as Breathitt took office, the state-level unity Combs had worked
so hard to create was beginning to unravel.
The 1963 election and 1964 General Assembly session revealed a fragmented
Democratic Party. With Nunn’s strong Republican threat supported by some conservative Democrats, Kentucky’s conservative patterns were gradually moving
to the forefront, a sign of broader changes to come in later decades. At both the
national and state levels, polarization gave rise to the noisy minority of the New
Left that demanded systemic change. It also triggered a reactionary right that
spewed racism, xenophobia, and super patriotism. The right’s slowly deepening
revulsion at the liberal welfare state also focused on perceived threats to property
rights, assisting private capital accumulation, and interfering with free markets.
Breathitt was in the middle of it all. The end of state-level Keynesian activist
ideology seemed possible.

‘Hoist the Jolly Roger’
Breathitt was quite clear about Kentucky’s competitive industrial development
aims, in contrast with Combs. In 1965, he told an Atomic Energy Commission
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Team briefing that a charge that Kentucky was pirating industry from other states
was not only legitimate, but that the state needed to hoist the Jolly Roger and
move forward at full speed.18 Breathitt, like his predecessor, was a Keynesian
activist who believed state efforts at job creation would fight poverty and
uneven development. A Department of Commerce publication described the
state’s business-friendly climate:
A state governmental environment conducive to industrial and business location
and expansion has been established. Policies and regulations of state agencies
have been designed to facilitate growth. The tax structure is balanced, equitable,
and compares most favorably with surrounding states in its impact on business
and industry.19

In 1964, Breathitt told General Assembly members:
We have set as our goals for an expanding economy 75,000 new jobs and a
billion-dollar annual farm income. Attainment of these goals will require a
monumental effort, will require the selfless and far-sighted efforts of Kentuckians
in all walks of life.20

He set four goals for his economic development policy:
•
•
•
•

Make the economic development program more flexible.
Change the corporate income tax to permit accelerated depreciation for capital
investment.
Mobilize Spindletop and the University of Kentucky for better use of technical
and scientific personnel.
Use the Agricultural Development Commission to establish goals and achieve
voluntary participation.

Considering the times, with federally driven efforts to fight poverty at their zenith,
Breathitt also was interested in fighting poverty. Early in his term, on January 15,
1964, he told business leaders at the Bowling Green-Warren County Chamber of
Commerce that the state needed to address the widespread economic conditions
that left large parts of the state depressed, with suffering people. A liberal’s compassion showed in his statement. These areas and their people needed to be a priority in state economic policies not only out of care for the poor, but also to help
the state’s communities and regions reach their highest potential. In short, poverty,
with all of its misery and suffering, was a drag on the rest of the Commonwealth
and needed to be addressed for basic human reasons as well as larger economic
reasons.21 The economy could be grown to reduce poverty.
Breathitt’s attempts to build unity by improving the economy, creating
jobs, and alleviating poverty required rhetorical skill. His language needed to
both use and overcome Kentucky’s contradictory images with social, economic,
political, and cultural references. In 1964, he accepted an award for the state’s
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efforts from the Society of Industrial Realtors and promised continued economic
change. In so doing, he extolled the state’s traditions, such as Daniel Boone, whiskey and tobacco, horse racing, and southern hospitality. He then deftly moved to
a theme of change in a discussion of new industries and economic expansion. His
discussion of Kentucky’s position as a border state during the Civil War led neatly to the emerging description of competition among states for industries as the
“War Between the States.” Here, he praised the Commonwealth for its economic
climate that allowed industries to grow and be profitable.22
The administration’s sales pitch for business blended the old and the new,
promising low costs that provided extra profits for new manufacturers:
Thoroughbreds thrive in Kentucky. Records prove it. New industry thrives in
Kentucky, too. Objective research proves that you can make more money on virtually anything you make in Kentucky. You can make an extra $4.40 per hundred
pounds of steel castings . . . an extra $11.42 per 100 electrical relays . . . an extra
$1.21 per piece of luggage . . . an extra $3.85 per 100 ft. of electrical conduit . . .
SO WHAT ABOUT YOUR BUSINESS? Kentucky now has profitability studies
covering 314 different businesses. Ask to see a profits study on yours. Tell us
what you make—let us show you where and how you can save more, make more,
in Kentucky.23 [Ellipses in original]

A Kentucky Department of Commerce public relations piece also cited “a broad
and aggressive program calculated to ‘sell Kentucky’ to industry. . . .”24 By 1966,
the $1.53-million industrial development appropriation was easily at the top of
13 Southern states, more than 10 times bottom-ranked Alabama. But other states,
such as Florida and Texas, benefited far more from their growing Sun Belt mystique and spent less. Between 1954 and 1960, Kentucky ranked eighth in absolute
growth and fifth in percentage growth of manufacturing employment in the South.
Between 1960 and 1967, it ranked ninth in absolute growth and seventh in percentage growth.25 Kentucky was growing, but hardly beating other states in the
competition for jobs.
Breathitt, addressing the Southern Industrial Development Council on
October 25, 1965, did not believe Kentucky’s growth was accidental.26 The
Kentucky Department of Commerce estimated almost $1.2 billion was invested
in 775 new and expanded plants between 1964 and 1967.27 While many plants
located in major urban areas, many also located in smaller cities. The department noted 131 firms intended to locate in Kentucky’s mountain counties, adding
10,000 new jobs and $225 million in investment “for an area that a few years ago
was considered virtually impossible to develop industrially.”28
At the Kentucky Banker’s Association on November 14, 1964, Breathitt emphasized his view of progress and his belief that new industries would attract more
industries. The rhetoric had changed since the Combs administration. Breathitt
defended an aggressive policy that was having some effect in a time when
satellite plant sitings were becoming commonplace across the country. Kentucky’s
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personal income was rising faster than the national average. Breathitt claimed the
policy was not ad hoc and justified the cost because of the number of old-line
industrial firms coming to the Commonwealth. He did not believe the companies
were seeking the largest subsidies available.29
Kentucky’s policy, however, was mostly focused on industrial development:
smokestack chasing that depended on relatively cheap labor that increased corporate profitability, with a dose of nostalgia. The program was on its way to becoming increasingly diverse and recognized international linkages, poverty, and
uneven development. During Breathitt’s term, 749 industries announced new or
expanded plants, with an estimated 57,000 new jobs and $1.126 billion in plant
investment. Manufacturing jobs increased 23%, and non-agricultural jobs increased 20%. Meanwhile, personal income in 1967 grew to about $7.6 billion, up
30% from four years earlier.30 Breathitt, however, did not achieve his promise of
75,000 new jobs or $1 billion in farm income.
In the legislative arena, Breathitt was determined to marshal the state’s resources to attract and retain new capital. Several bills extended the Kentucky
Industrial Development Finance Authority (KIDFA). In 1964, Breathitt and
Senate leaders set up a way to finance KIDFA with loans from state-supported
retirement systems to do away with a state appropriation.31
Water transportation also was part of Breathitt’s program. In 1964, HB 131
passed both chambers with little opposition. It permitted any government unit to
set up nonpartisan quasi-governmental riverport authorities. In 1966, there was
more emphasis on rivers, with foreign markets in mind. SB 127, the Kentucky
Port and River Development Commission Act made the commissioner of commerce an ex officio member of the commission that was to promote and develop
river related industry, agriculture, and commerce. The commission also was to aid
in developing local port authorities, industrial parks, and terminal facilities and
to promote exports. The commission could apply for federal foreign-trade zone
status. The 1964 law was amended to permit any governmental unit to establish
a nonprofit developmental riverport authority to acquire or dispose of land for
industrial and commercial development. The bill passed the Senate 28-5 and the
House 64-12. The resistance may have been related to Breathitt’s struggle to get
strip mining legislation passed.32
Meanwhile, the administration was looking at global markets. Leaders engaged in foreign trade missions to Brazil, Ecuador, Peru, and Colombia in 1964.
They also went to Germany and Belgium in 1965 to study the Common Market
and opportunities for German investments. President Johnson appointed Breathitt
to represent the U.S. at a trade fair in Poland in 1966.
Breathitt modified laws to meet issues of the time, including inflation, tightening credit markets, increasing competition among states, and increased globalization. In 1966, SB 164 amended a 1946 act (HB 192) that allowed cities to
issue revenue bonds for industrial buildings. The new bill expanded the authority
to counties. Use of revenue bonds (paid off through revenue generated by the
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project) exempted government units from constitutional debt limits. In addition, the amended law allowed discretion in determining the uses of the bonds,
including letting funds be used for utilities needed for industrial buildings.
The 1946 legislation had a goal of helping the conversion of industry to
peacetime.33 But times had changed. SB 164’s proclamation noted competition
with other states and the widespread use of revenue bonds. More flexibility in
ways to sell bonds was needed, “especially in cases involving large projects and
nationally and internationally based corporations possessing established relationships with brokerage houses acquainted with the particular financing problems.”34
The 1966 bill was important. Marketing large issues of municipal industrial revenue bonds was becoming more difficult because of increasingly complex credit markets, competition among states, tighter money, and inflationary
pressures. The state was losing prospective industries unable to negotiate the
sale of large municipal revenue bond issues, and several prospective industries
considering Kentucky wanted the bonds.

Mining for Acrimony
Breathitt’s relationship with the coal industry became rancorous, a turning point
in party relationships spawned partly by the growing environmental and community action movements of the 1960s. Breathitt had hoped to pass strip-mining legislation during his first session, but the divided legislature stalled his efforts. For a
number of reasons, the script Combs had outlined was not turning out as planned.
Pressure from the environmental and social impacts of strip (surface) mining put
Breathitt in a position that not only challenged the powerful coal industry, but put
him on the side of citizens who vocally opposed the environmental damage across
the coalfields. The coal industry was a political and economic force that had predominated in the state since the beginning of the century. It is likely that Combs
had hoped growth and expansion would give Breathitt momentum and considerable power to unify divided social-class, regional, political, and economic forces.
It was not to be.
Landy detailed Breathitt’s environmental battles, emphasizing the fight to
pass strip-mining regulations (HB 36, 1966).35 The conflict dated to 1954, when
the state passed its first strip-mining bill while Breathitt was in the General
Assembly under Democratic Governor Lawrence W. Wetherby. The 1966 legislative struggle was ferocious and helped shred the Democratic Party. The struggle,
a symptom of class, regional, and political fragmentation, helped open the way for
the 1967 election of Louie B. Nunn as the first Republican governor since World
War II.
As environmental damage mounted and the taking of surface rights through
the broadform deed enraged small property holders who did not own mineral
rights under their land, mining disputes became public, noisy, and extremely
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divisive. Just as poverty caused flare ups in urban areas at this time, anger was
flaming in the hollows of Appalachian Kentucky. Increased community empowerment, spurred partly by federal antipoverty and literacy efforts that focused grassroots frustration, brought strip mining under the scrutiny of the wider public eye.36
The situation had festered for years. The coal industry’s elite was accustomed to
manipulating the state behind the scenes in Frankfort and in communities across
the mountain counties. But vocal public protest challenged the hegemony and
pushed passage of HB 36. Frankfort’s usual coal-dominated political economy
had been sundered.37
Breathitt came to office with backing from coal operator William Sturgill,
but challenged Sturgill’s mining violations on land owned by a local party boss,
Judge Ervine Turner of the Circuit Court in Breathitt, Wolfe, and Powell counties
(beneficiaries of the Combs Mountain Parkway). Sturgill, of Prestonsburg (Floyd
County), had grown wealthy from his mining success in the 1950s.38 The Turner
family prospered from machine-like control of rural schools and courthouses
and land ownership. Several well-publicized events increased the negative public opinion of strip mining and shattered local class and political lines. Breathitt
had the opportunity and means to toughen the mining law. His discipline over
Democratic lawmakers, coupled with the environmental crisis, public anger, and
the anemic coal industry, gained him support from legislators who were attorneys,
insurers, bankers, and heavy-equipment dealers for coal firms.39
No matter how Breathitt framed the new law in terms of public good, it was
an attack on the coal elite that had supported Democrats for decades. The fight
exposed historic cleavages in the party’s liberal-leaning, growth-oriented alliance
that had emerged after World War II. For example, coal mining laws affected electrical utilities, such as Kentucky Utilities, which were also involved in industrial
development. More importantly, they affected Senate Majority Leader and future
governor Wendell H. Ford of Daviess County in western Kentucky, where strip
mining was commonplace. One of Ford’s political patrons, J.R. Miller, helped
found Big Rivers Rural Electrical Cooperative in the coal-rich region. Miller
backed both Combs and Breathitt. He was also a member of Breathitt’s Economic
Development Commission and wanted to help Ford run for lieutenant governor
in 1967. He could ill afford to upset Combs and Breathitt, but he opposed the
strip-mining law.40
The legislative record reveals deepening fragmentation. Caustic resolutions,
many introduced by conservatives from both parties during the 1964 and 1966
sessions, abounded.41 In past sessions, resolutions were seldom this bitter, nor so
numerous.
The strip-mining struggle aided the demise of Kentucky’s New Deal coalition, eventually pushing the party to the right into neoliberalism. With the deterioration of traditional Keynesian activist liberalism and the 1970s energy crisis,
enforcement of strip-mining regulations became lax after Nunn’s election in 1967.
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Taxing Reluctance
In the middle of his term, Breathitt also found himself in a major struggle in a
lawsuit over property taxes and unequal school funding that could have done further damage his party. The battle over strip mining had lacerated the Democrats
already. Rather than taking on farmers, industries, and everyone else who owned
real property by allowing a hefty tax increase, Breathitt opted instead for a
reluctant stance in an effort to buy unity and continue to assist business profits.
A long-standing property-tax issue flared up in 1965 in the form of a lawsuit,
Russman, et al. v. Luckett,42 which claimed the state’s reluctance to tax property at
the constitutionally mandated fair cash value had damaged education by promoting unequal funding. When the state’s courts backed the plaintiffs, Breathitt found
himself in the uncomfortable position of having to enforce the ruling, which, in
essence, questioned the way local property valuation administrators levied taxes.
With HB 1 of the 1965 special session, Breathitt developed a way to reduce all
state property tax rates so revenues based on fair cash value would equal rates
under the old system. Under the new law, farmers, including those in the horse
industry, would receive what Breathitt called a “practical exemption” by reducing
tax rates on livestock and farm machinery. Breathitt argued these taxable property
items were difficult to assess and the revenue loss was minuscule, about $600,000
a year.43
In the Kentucky Law Journal, Roger Oliver illustrated a problem that Russman,
et al., v. Luckett created for Breathitt. For example, the Preakness winning racehorse Bold Ruler was assessed at $15,000. In reality, the animal—which later
sired Secretariat and had winnings of $764,204—was probably worth $375,000,
a value difficult to determine without an actual sale. (Oliver did not use an economic analysis of future income from stud fees that might have helped determine
fair cash value.) Under the court’s ruling, taxes on horses could have increased 25
times, an annual increase on Bold Ruler from $75 to $1,875. The “war between
the states” for industrial jobs had widened to include other economic fragments.
Capital and, apparently, horse farm operations were mobile, with farm giveaway
incentives available in Florida and Maryland.44
The horse industry elite had built an ideology of ante-bellum sentimentality
and nostalgia as the romantic heart of the Bluegrass State, an image Breathitt
wielded in industrial promotion. But the sentimentality masked uncompromising
and unfair threads. Workers, homeowners, and others paid property taxes with a
statewide median of about 27% of fair cash value; horse owners paid taxes of $75
a year based on 4% of an underestimated fair cash value for animals that earned
huge purses and had potential stud fees in the millions.
Kentucky bourbon whiskey also had a legendary reputation. Yet, distillers were upset about potential tax increases on their concentrated industry.
Oliver noted that Millard Cox, counsel for the Kentucky Distillers’ Association
(17 companies, about 90% of Kentucky’s producers), claimed Kentucky’s tax

Edward T. Breathitt, 1963-1967

75

structure was already more burdensome than in other states. A 50-gallon whiskey
barrel was assessed at $28 in Kentucky, $10 in Indiana, and $13 in Maryland.
Apparently, several distillers had moved whiskey-aging warehouses to Indiana.
Oliver cited a 1964 Spindletop report that others planned to move to other states
as facilities wore out and funds from depreciation allowances (a state subsidy) accumulated enough to make relocation affordable. According to Oliver, Revenue
Commissioner James E. Luckett candidly admitted concessions were needed to
keep industries from leaving.45
The situation revealed fears of state leaders desperate to build economic diversity and maintain unity by making conditions comfortable for new capital and
preserving existing capital. Oliver cited a survey of 125 cities nationwide; only
two, Springfield, MA, and Erie, PA, assessed property at full value. If Kentucky
increased tax rates, it could affect industrial recruitment or drive businesses away.
By effectively freezing property taxes, traditional class fragments were satisfied,
preserving existing capital. Competitive industrial development would continue
with “business-friendly” taxes.
During his term, Breathitt also made a gesture toward attracting capital with
a small regressive sales tax modification. SB 127, the Kentucky Port and River
Development Commission Act of 1966, exempted from the sales tax all vessels
and property used in their repair, storage and construction, as well as supplies and
fuel used in their operation and supplies used by crew members aboard vessels
that transported persons or property for hire.
The regressive tax policies of both Combs and Breathitt and their legislatures
protected traditional and emerging capital fragments. The state’s leaders promoted unification across classes in the name of the Commonwealth under the promise of preserving and promoting employment opportunities, as well as corporate
profitability. This was a major contradiction of the Combs-Breathitt years.

New Capital, Same Old Problems
With the founding of Spindletop, it appeared Kentucky was developing an environment to nurture venture capital. But this direction was fraught with difficulties,
some symbolic, some structural. For example, in 1964, Breathitt backed SB 234
to change the name of the Kentucky Atomic Energy Authority to the Kentucky
Science and Technology Commission, with the Superintendent of Public
Instruction and UK’s president as members. The bill was intended to broaden the
commission’s scope to include space, science and technology, research, agriculture, and granting funds for research and scholarship in related fields. It passed
the Senate unanimously, but never came up for a vote in the House, where it is
possible Chandler’s forces blocked it.
In 1966, the bill was reworked and weakened. SB 298 made the Kentucky
Science and Technology Commission legal successor to the Kentucky Atomic
Energy Authority and the Kentucky Science and Technology Advisory Council
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legal successor to the Kentucky Advisory Commission on Nuclear Energy. It
passed both chambers unanimously. Breathitt obviously faced problems with
party discipline. It also appears there remained considerable reluctance in the legislature to ease the way for some new forms of technological capital, even with
mostly symbolic government commissions.
Meanwhile, Spindletop appeared to be doing well with consulting contracts
for some major firms. On October 21, 1964, Breathitt handed over the deed for the
land, the building and its furnishings, and physical assets worth over $2 million
to the Spindletop board, headed by Grant McDonald, who had been on Breathitt’s
Economic Development Commission. Spindletop, launched with state funds,
was now being fully privatized, which somehow increased its credibility, clearly a neoconservative touch based on public-private cooperation. In his speech
that day, Breathitt noted Spindletop’s independence from both the state and UK.
Yet, he pointed out Spindletop was supposed to be complementary in its work to
benefit itself, higher education, and the state.46
Breathitt’s words suggest caution in several areas, including fragmentation
and the risk of offending UK, a potent political force, especially its College of
Agriculture and School of Law. But more importantly, there is what surely must
have been an unintentional snip at state-sponsored research, based on Breathitt’s
uncharacteristic suspicion of government. If Spindletop’s privatization somehow
made its research more objective, there is a legitimate question about the “truth”
of Kentucky’s extensive industrial research and promotion efforts, which were
supposed to attract attention and then hit executives with “facts” designed to alter
their perceptions about the once backward, but now progressive Commonwealth.

Transition and Truths
Kentucky’s sociocultural evolution had a long history of elite predominance tied
to uneven development, poverty, poor schools, internal recruitment of workers
by both private industry and the state, dirty politics, and values and ideology that
justified suspicions about government. These truths countered Breathitt’s glowing
testimony of progress cranked out by his public relations machine in its efforts to
woo the traditional elite, attract outside capital, and unify the Commonwealth’s
working citizens. There was indeed a fundamental problem with these industrial development policies. The romantic images hardly lightened the burden
of workers who received relatively low wages and paid regressive taxes, while
multi-million-dollar global corporations received public incentives and tax breaks.
At the same time, overcoming the old elite power brokers was a long, continuing, and formidable task as Breathitt helped change Kentucky’s political economy
to fit his notion of economic progress and development that would counter the
state’s deep poverty. His struggle occurred against a backdrop of national and
international forces rending New Deal liberalism. Resistance to “big government”
found itself at odds with a Keynesian activist welfare state ideology defined by
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pluralistic and inclusive rhetoric that promised to bridge class and race barriers
and provide new jobs and improved schools. The pattern of future weavings was
unclear, but fragmented, confusing, contradictory, and individualistic ideologies
of neoconservatism and neoliberalism were beginning to emerge in the wake of
the defeat of national conservative forces in the 1964 election.
Breathitt’s words in his first State of the Commonwealth Address were those
of early 1960s liberals:
After the longest era of uninterrupted economic expansion in this nation’s history, after a 25-year boom, one fifth of a nation is still ill-nourished, ill-clad,
ill-housed, ill-educated, ill-cared for. This is not the occasion for a detailed discussion of the problem of poverty in all its complicated aspects. Nevertheless,
it is a fact that geographical isolation is one of the potent causes of persistent
poverty, and the Appalachian Region in particular is one of the tragic centers of
unyielding poverty in the United States. Many of Kentucky’s eastern Counties
lie in this region.47

The liberal Breathitt recognized the ills of geographic isolation, poverty, and racism. He followed the liberal prescriptions of supporting road-building; direct aid
to poverty victims, as well as education and jobs creation; and vigorously supporting state efforts to reduce racial discrimination. But traditional liberalism was
heading into trouble, and Breathitt was enmeshed in threads out of his control.
His family background, business and legal training, and his compassionate inclination toward Keynesian activist liberalism put him in a unique position to build
on Combs’s legacy by aiding the ascending industrial bourgeoisie. Yet, despite
Breathitt’s shared faith with Combs in state activism to promote progress, growth,
and improved social well-being, there were major differences.
First, the nation’s political economy within the wider sociocultural system
was beginning to change, a reaction to rights-based reforms of the War on Poverty
that broadened access to political and economic processes of the state and nation. Then there were the differences of personality. For Combs, who grew up in
Appalachian Kentucky, poverty was a harsh reality with individual faces; he was
highly critical of the political economy, but supported it. Breathitt, a Kentucky
blueblood, held the same progressive faith in capitalism, but was far removed
from material realities in the state’s poorest regions. He was less critical. His
compassion was grounded in the idealism of the Keynesian activist state and nowtraditional liberalism, where economic rationality practiced its faith in capitalism
to bridge social class divisions while building unity of the new and old elites.
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SIX
Republican Interlude: Louie B. Nunn, 1967-1971
Reactionary Threads
When Louie B. Nunn was elected in 1967, he had a reputation as a hard-hitting Republican in a state where the predominant Democrats rarely sought GOP
support. Nunn’s election, based on the theme “Time for a Change,” ended a 20year string of Democratic governors, all of whom, with the exception of Happy
Chandler, were considered New Deal liberals.
Paralleling national trends, the election marked something of a reactionary
turn in Kentucky. But the turn was different from Chandler’s Bourbon populism
that appealed to Bluegrass nostalgia. Nunn shared Chandler’s fiscal conservatism,
strong support from rural areas, and sometimes racist sentiments. But Nunn’s
reactionary conservatism, shaped by perceptions of social decline in the 1960s,
had strong anti-crime elements and a commitment to social order. (He referred to
Louisville as a sin city and opposed many 1960s social reforms.) His qualified
view of poverty came with a concern for what many would call the “truly needy.”
Although his speeches as governor often appeared soothing, seeking unification, Nunn, during his political career, was accused of racism, mudslinging, and
anti-Catholicism. He denied the charges.1
Nunn was born in Park (Barren County) in south central Kentucky. He had
a law degree from the University of Louisville, unlike many of his predecessors who had a law degree from the University of Kentucky. He was born into
Kentucky’s small town petty bourgeoisie, experienced at county-level and national politics, and had close ties to local businesses through his law practice and farm,
church activities, and his associations with organizations such as the Glasgow
Parent-Teachers Association, Masons, Jaycees, Rotary Club, Farm Bureau, and
the Chamber of Commerce. Republican members of Kentucky’s congressional
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delegation, including Thurston B. Morton, John Sherman Cooper, Eugene Siler,
and M.G. Snyder, also supported him. He managed Richard M. Nixon’s 1960
presidential campaign in Kentucky and was aligned with Barry Goldwater’s faction of the national GOP in 1964. Major business supporters included privately
owned electric utilities, coalfield bankers, merchants, and coal operators alienated by outgoing Governor Edward T. Breathitt. Nunn’s wife, Beula, operated an
insurance agency and was president of a credit collection company. He had entered the 1959 governor’s race, but then withdrew. Over the years, he successfully
managed state and national campaigns and brought in national GOP figures.2
Like the Democrats, the conservative Nunn shared their commitment to statelevel economic development programs. Growth remained an imperative to support the state, business profitability, and capital attraction. Unfortunately, however, the extended post-World War II economic boom was gradually succumbing
to inflationary pressures, tight money, and the inklings of a global energy squeeze
that would eventually benefit the Commonwealth’s coal sector during the 1970s.
More immediately, however, the state was in a severe budget crisis that had
festered in Breathitt’s second biennium. The Courier-Journal’s Alan M. Trout
pointed out that Nunn inherited some “beauties.”3 Breathitt’s bequest to Nunn
included a $24-million budget reduction ordered seven days after the election; a
growing budget spurred by federal and state programs that demanded more than
the tax structure could provide for education, health and welfare, and related salaries; and repeal of the whiskey production tax, which cost the budget about $2
million a year during its phase-out. Nunn also inherited continued resistance to
the property tax for schools related to Breathitt’s legislation in response to the
Russman, et al. v. Luckett lawsuit that froze property taxes at 1965 levels, including schools, in the face of inflation, rising local debts, and increased demands for
services.4
Nunn was grim when he stood before the General Assembly to deliver his
State of the Commonwealth Address on January 2, 1968. Even as he was about to
lay out programs that were similar to previous administrations, he told legislators,
“I wish I could say, as many Governors before me have said, that the present is
secure—the future bright—the economy vigorous—our financial structure sound
and that we have no worry. I cannot do this. It would not be true.”5
Nunn, recognizing his minority status, appealed to bipartisanship to move
the state through the crisis. He asked for additional time to prepare the budget
and then moved on to describe his priority, putting the state’s fiscal house back
in order. He showed something of a compassionate side, reflecting on the role of
modern government:
Government, in our age and generation, touches many lives. It is the source of
sustenance—the food and shelter and clothes for many people. They look to
us—these unfortunates—and for my part, I cannot look away. . . . I am greatly
concerned about the unmet needs in such areas as child welfare, handicapped
children, tuberculosis, mental retardation, agriculture and others.6
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Part of Nunn’s solution to the fiscal situation was woven into the predominant
capitalist hegemony, a huge step beyond Breathitt’s promise of government using
business principles. Nunn wanted voluntary business watchdogs in Frankfort. He
invited volunteer businessmen to review government to help with economizing.
He promised the state would continue to provide necessary services.7 Nunn’s goal
went beyond meeting the constitutional mandate of a balanced budget. Based
on his own suspicion of government, he applied modern business management
practices while directly involving business leaders in advising the government’s
operations. Ironically, perhaps, he used the fiscal crisis caused partly by capital’s
demands on the Commonwealth to increase bourgeois hegemony over the state’s
apparatus. He believed his ideas for economic planning and efficiency would
overturn what he termed the waste of 20 years of governance by Democrats, including the conservative Chandler who had supported him. This implied reducing the number of state employees and moving toward computerization. Nunn’s
efficiency taskforce underscored his mission and his unquestioning pro-business
ideology.
Nunn and the state were in a tight fiscal and political bind that provided evidence of the deterioration of the New Deal Keynesian activist approach to development. In short, the Commonwealth’s commitments had outstripped financial resources, a condition irritated by a weaker-than-expected economy and tax breaks
given to build an attractive business climate. Meanwhile, federal expenditures for
the Vietnam War and expanding social programs, coupled with efforts to assist
capital accumulation, fed the broader welfare state crisis.
Nunn’s quandary was different from Chandler’s complaint of a “bare cupboard” supposedly left by Lawrence Wetherby in 1955. Chandler saw his situation
as punishment for his conservatism. To work through that crisis, he expanded the
budget cautiously for education and road building using debt instruments and taxes. He was committed to growth, especially the Minimum Foundation Program,
which entailed a significant state investment in schools. Nunn’s predicament was
far worse than either Chandler’s or the fiscal crisis that Bert T. Combs passed on
to his successor, Breathitt, in 1963. Trout linked Nunn’s problem to teacher pay
demands in 1966. Using what appears to be sleight of hand, Breathitt increased
revenue estimates by $24 million for the 1967-1968 fiscal year to cover the raise.8
In 1967, when Breathitt ordered the massive budget reduction as his term was
ending, he was responding to a genuine fiscal crisis that he had created.

Continuing Fiscal Crisis and the Reluctant State
Like the liberal Breathitt before him, the conservative Nunn ran on a no-newtaxes promise in 1967. His biennial budget, introduced on February 13, 1968,
was based on a call not for “partisanship, but in partnership—proper partners in
the goal and purpose of every man: comfort for the old, food for the needy, health
for the sick, education for the young, opportunity for all.” He told legislators the
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“realistic” budget met the “standard of fairness and equity.” Sounding like
Breathitt, he said the budget included a tax increase along with “progress with
economy,” adding:
It is testimony to the erosion which inflation imposes upon public services….
reminds us of the high cost of public borrowing…. [and] shows the interrelation
of the State and Federal Government.
It is a human investment plan—not just for two years—or four—but a longrange plan for Kentucky’s future.
In this budget, you will find the human faces of Kentucky.9

When introducing his regressive sales tax plan to the 1968 General Assembly,
Nunn said he made his no-new-taxes promise without information about the
state’s fiscal crisis. The governor outlined budget-cutting measures, including
Breathitt’s $24-million cutback, cancellation of personal service contracts, and
suggestions from his efficiency taskforce. A $9-million shortfall remained. Nunn
was both threatening and conciliatory as he introduced a $40-million revenue
measure to take effect April 1, during the then-current fiscal year. If the legislature
did not pass the package, Nunn said programs such as Medicaid, old age benefits,
public assistance, education, and other programs and services would be cut for
the rest of the fiscal year. Nunn did not make political hay by blaming Breathitt.10
Considering the crisis and Nunn’s political party, his first budget passed the
legislature with surprising ease. Nunn was committed to continuing many programs put in place by the Democrats and was willing to cooperate with a legislature controlled by Democrats. The Democrats’ political chief, Lt. Governor
Wendell H. Ford, promised in his inaugural address to help Nunn if possible, but
without yielding the right to oppose programs based on principle.11
Ford, who backed many Nunn programs in the legislature as lieutenant
governor, opposed the 1968 sales tax hike during the previous year’s gubernatorial election. Democrats were split; Ford sided with Combs, who instituted the
sales tax in 1960, but did not back the 1968 measure. But Combs’s associates—
Bill May, owner of Brighton Engineering, which gained from Nunn’s road
program, and ex-Governor Lawrence Wetherby—backed the increase.12
In this setting, Nunn proved himself a capable politician, trading jobs, roads,
contracts, and favors for votes.13 While Nunn claimed his budget had a human
face, it also had a strong bricks-and-mortar component. He included funding for
the Kentucky Industrial Development Finance Authority (KIDFA) and for the
Department of Commerce to allow for long-range planning and to work with local
communities for industrial expansion, as well as funding agriculture programs,
such as the equipment loan fund. Meanwhile, maintenance and debt costs, along
with the need to match federal grants, threatened to cripple the highway program,
according to Nunn. He was not about to use voted bond issues for roads. Instead,
he financed his parkway projects with $4.3 million in nonvoted debt through
the Kentucky Turnpike Authority.14 Consistent with his industrial development
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policies, Nunn saw roads as having local benefits, and debt wouldn’t get in the
way of expenditures to keep construction going.15 Of course, as every Kentucky
governor knew, roads also had political benefits.
Nunn, despite the deficit and his dubious rhetoric about the evils of bigger
government, wanted progress and growth. In 1968, HB 399 increased the sales tax
from 3% to 5% (sometimes called “Nunn’s Nickel”), removed taxes collected on
certain motor vehicles, capped the federal income-tax deduction, and increased
the motor-vehicle sales tax and registration fees. It was controversial, passing the
House 56-41. The bill was amended to exempt commercial vehicles from the use
tax when first registered, instead of using a tax credit. Nunn built a solid bipartisan
coalition, staving off more amendments. Conditions favorable to corporate profits,
as well as preservation of small businesses and traditional industries, were necessary for unity, growth, progress, and social well-being in the Commonwealth.
But Ford, who blocked Nunn’s 1970 effort to reduce the sales tax, may have had
political plans of his own. In 1968, he helped Nunn pass the more regressive tax
plan without a significant fight. As Nunn’s successor in 1972, Ford made the sales
tax less regressive and convinced the legislature to impose a coal severance tax,
an issue that was all but taboo among the state’s leaders.
Nunn’s tax policy was intended to increase state revenues to stave off a
shrinking state, but also increased revenue to cover other demands. His options
were somewhat limited. The gasoline, corporate, and individual income taxes
were already comparable to many states, and they needed to stay at the same levels. Nunn told legislators he and his advisors had considered impacts of different
taxes on individuals, the state’s economy, competition with other states, how the
different sources of revenue balanced each other, administration of the taxes, and
participation by non-residents. Nunn added that the state needed revenues to meet
the needs of its citizens, as well as an equitable tax system.16
The equity question was legitimate, but Nunn’s economists and policy advisers, like those of Breathitt and Combs, were essentially defenders of the policy
to attract new capital. “Broadly based,” as Combs, Breathitt, and Nunn defined
it, was the number of people affected and the impact on industrialization efforts.
Chandler, another kind of conservative who was always astute at counting votes,
usually defined the problem differently, tending to tax wealth and luxuries of
the few.
In an address to the Kentucky Chamber of Commerce on April 10, 1968,
Nunn described the tax alternatives he faced. He defended the sales tax increase,
using a collective “us” to say that the sales tax would not hurt. Besides, the sales
tax, since it was already in existence, was relatively easy to administer and difficult to evade. Countering Chandler’s logic of taxing as few people as possible,
Nunn argued that everyone had to pay the sales tax, so it was equitable.17
Like Combs, Nunn argued that an increased income tax would have made
Kentucky less competitive in its industrial development efforts. He said that
providing more and better jobs was the best way to lighten the tax burden. Nunn
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also showed his belief in a reluctant state largely dedicated to capital preservation.
His plan did not levy additional taxes on traditional extractive fragments, including coal, tobacco, and alcohol. He believed that course would have damaged the
Commonwealth’s economy by causing unemployment and increasing the welfare
load.
Nunn, by defending a sales tax on necessities, defied economic research on
the regressivity of sales taxes. He, like his more liberal predecessors, continued to
place much of the development burden on the state’s lower-income workers. In an
April 18, 1968, speech to the Kentucky Education Association, which supported
the tax, Nunn defended the tax. He said the increased revenues would help the
state’s children, and it took courage to vote for the increased taxes. His rhetoric
heated up when he challenged “demagogues” who opposed the added tax burden
put on the poor, saying it would actually help the poor the most.18
Nunn’s view of the sales tax was, in his view, politically and economically
pragmatic, based on the premise that overall growth was good for everyone in the
Commonwealth. But the sales tax was hardly equitable. The governor skirted the
regressivity issue by pointing out that because people who made more spent more,
increasing their sales tax burden included them in sharing the cost of running the
government. This view certainly made sense to many in his business audience.
Of course, his Chamber of Commerce speech did not mention that hefty sales tax
exemptions for business had been expanded since their inception under Combs.
Not everyone in the legislature agreed with Nunn. In 1968, measures to exempt food, clothing, and alcoholic and carbonated beverages were introduced, but
failed to gain traction. A Senate committee substitute to Nunn’s original measure
showed a flicker of legislative independence. The substitute proposed to spread
the tax increase around by levying a 4% sales tax and taxing labor for installing or
repairing personal property and other services. The substitute also sought to disallow federal income-tax deductions by corporations and set a flat 5% individual
deduction. It would have returned $2.50 for each registration fee collected for
county road funds and boosted cigarette taxes from 2.5 cents to 3.5 cents, along
with a 1-cent-a-pack floor-stocks tax for retailers. Meanwhile, taxes on distilled
spirits, wine, and malt beverages would have gone up, along with a floor-stocks
tax on distilled spirits. The final version of HB 399 more closely reflected Nunn’s
plan. It passed the Senate 21-17 without the committee substitute.
Breathitt’s fiscal crisis of a growing state and Nunn’s expansion of the regressive sales tax opened the way for new conflicts that expressed fragmentation and
class conflict. During 1968, tax measures offered in the General Assembly, openly
backed more progressive plans that shifted the tax burden to traditional economic
fragments of the elite, despite Nunn’s opposition. For example, HB 407 contained
some provisions in the Senate committee substitute to Nunn’s tax bill. It would
have increased the cigarette tax from 2.5 cents to 5 cents a package and added a
floor-stocks tax on cigarettes in the hands of retailers; increased the sales tax from
3% to 4%; increased the tax on distilled spirits, wine, and malt beverages, along

Louie B. Nunn, 1967-1971

87

with a floor-stocks tax; increased motor vehicle registration fees; and provided for
a minerals severance tax at these rates: coal and clay, 15 cents a ton; oil, 15 cents a
barrel; and natural gas, 15 cents per 35,000 cubic feet. The bill died in committee.
Nunn staunchly defended traditional and industrial capital with his credo that
favorable tax treatment was vital to economic growth. It is unfair to say he was
totally calloused toward Kentucky’s working class, however. There was political motivation of course, but in 1970, his budget and tax requests suggested an
$18-million tax relief plan as the fiscal crisis wound down. He sought to eliminate
the sales tax on prescription medicine and the use tax on automobiles transferred
within families, while reducing income taxes for the poor and granting extra tax
credits for the blind and elderly. The legislature, partly with Ford’s leadership,
went along on medicine and automobiles (HB 1), but did not cut the income tax.
(HB 340 died in committee.) Instead, the legislature, in a Chandler-like maneuver,
raised whiskey consumption taxes to finance the inflation-pressed budget.19
In 1970, Nunn rejected a study of tax alternatives, vetoing HJR 28, with 32
sponsors. The measure, with a $60,000 appropriation, required a report to the
1972 General Assembly. It passed the House 82-0 and the Senate 21-11. Without
Nunn’s cooperation, the House passed a weaker resolution. There obviously was
resentment toward the tax system, including business tax exemptions. The struggle continued beyond Nunn’s term, with a major alteration of tax laws under Ford
and a tax revolt during the Julian Carroll administration in the late 1970s.

‘Every Kentuckian Counts’
Whatever his other differences with Democrats, Nunn shared values of using the
state government to foster growth and progress. In his 1967 Inaugural Address,
he, like his predecessors, sought unity by commending Breathitt’s industrial development efforts and promising he would continue the policies in his administration. These efforts would translate into jobs for the state’s workers. He pledged
to work with communities and individuals and others to make this happen. In
addition, labor and management needed to be in harmony to produce the goods to
keep the state and national economies growing.20
In the address, Nunn expressed classic liberal precepts of a society built on
unity, growth, and both individual and collective well-being in a qualified pledge
of allegiance to the welfare state. The effects of the New Deal activist liberalism
on conservatives were obvious. But there seemed to be some rigidity in Nunn’s
statement about working with anyone who shared his view. In addition, citizens
were entitled to an opportunity for gainful employment, and the state would help.
It appears Nunn’s rhetoric changed with the times. In a midterm speech at
Kentucky Utilities on January 22, 1969, days after President Nixon was inaugurated, Nunn laid out a more conservative and polarized perspective, saying that
in recent times, America had answered the question of whether it was going to
let socialism overcome free enterprise. He went on to say that individuals were
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responsible for their own economic well-being and moral conduct. He paid tribute
to individual self-determination and limited government.21
While Nunn seemed to accept basic tenets of the welfare state in his Inaugural
Address, here he called them socialistic. In the midst of structural unemployment,
poverty, and uneven development that Kentucky’s policies tried to address, he
claimed individuals must be responsible for their economic well-being and moral
conduct. Before this speech, he had said the opportunity to have a job was an entitlement. Now, he said people, not government, must determine the course of their
lives. In his rhetoric, Nunn was separating people from their government. The
position challenged the great Kentucky-born Republican, Abraham Lincoln, who
espoused government of, by, and for the people. In Nunn’s weaving of democracy
and private enterprise, the predominant threads belonged to private enterprise,
an elite made up of larger and smaller capital fragments. His conservatism demonstrated alienation of the people from the government. But, in agreement with
his more liberal predecessors, he shared the belief that businesses needed to be
subsidized by the Commonwealth in the name of the greater good.
Nunn’s take on the body politic demonstrated an emerging neoconservatism
of alienated individualism and a corporate welfare state. The tax system was intended to promote economic growth and job creation. It was tilted toward private
enterprises with government intervention and incentives to promote what would
later be called trickledown economics. Nunn—unlike Combs and Breathitt, and
to an even greater extent than Chandler—revealed deep suspicion about government, separating it from the people in the interest of supporting elites, a process
that limited pluralism.
Rhetoric aside, Nunn knew there was limited separation between government
and the private sector. He was elected to govern, but had to build unity with the
Commonwealth’s elites, as well as big and small firms, workers, and others in a
state fragmented by geography, social class, and politics. On September 13, 1968,
Nunn, at the Tradewater River Area Resource Conservation and Development
Project Banquet, launched “Every Kentuckian Counts.” The promotional program was based on the goal of “unmatched greatness” for the state and its citizens
during the 1970s. The text of the speech is revealing, because Nunn said that government could not achieve greatness. Only the people of Kentucky could do this,
apparently apart from the government.
Nunn’s vision for “Every Kentuckian Counts” depended on the private sector
to lead the Commonwealth toward progress with the help of the “silent majority,”
a rallying term borrowed from Nixon’s campaign to isolate those who dissented
from the Vietnam War and strayed from mainline American values and beliefs.
Nunn believed the private sector would focus on job creation as the quickest way
to invigorate the spirit and voice of the silent majority.22 He wanted unity.
“Every Kentuckian Counts” had two phases that picked up on a reemerging theme of vocational education since the passage of the federal Vocational
Education Act in 1963 and amendments in October, 1968. As part of his
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maneuvering through his own contradictions, Nunn also was responding to
Lyndon Johnson’s War on Poverty. The governor sought private-sector aid to
train and employ the unemployed, especially those Nunn called basically unemployable. This first phase relied on securing new industry and more coordination between vocational schools and private firms. The second phase involved a
general improvement and self-help program to train and assist the disadvantaged
and handicapped.23 Nunn appealed to teachers, students, industrialists, doctors,
lawyers, and craftspeople to help. But Nunn had gutted the Combs crafts program,
adding a slight touch of irony to the discussion.
Like neoconservatives to come in the late 1970s, Nunn built unity on a favorite historic American precept, voluntarism. Unification also came with the promise of job creation. His appeal to the disaffected silent majority played on a touch
of fear regarding social disintegration. But with his theory of how to achieve
greatness, he again separated government from the people. He also seemed to
confuse the roles of the private sector (businesses) and apparently disinterested
or distant citizens. Jobs for individuals would be the great motivator in economic participation. But what about citizen participation in government? Here was
a kernel of growing neo-conservatism that on one hand supported democratic
pluralism for the elite, but did not go out of its way to encourage widespread
participation in government.
To foster industrial development in an increasingly global market, Nunn again
sought help from the state’s business elite. In Louisville on July 25, 1968, Nunn
announced a global advertising campaign of industrial attraction.24 Nunn, echoing Breathitt, recognized growing national and world competition. To woo business leaders to become part of the sales force, he picked up threads of education
and industrial development that had been emerging gradually in Kentucky since
World War II, focusing on the need for trainable workers. Unity came from calling those workers Kentucky’s greatest asset. To impress the meeting’s attendees,
he took pains to point out Kentucky’s number one national ranking in vocational
education from the U.S. Office of Education and the U.S. Chamber of Commerce.25
In a new twist, existing industry paid for the advertising campaign. The first
ad appeared in Fortune magazine in December, 1968; at 72 pages, it was the largest such section ever published for one state. Ads also were planned for Business
Management, Forbes, Dun’s Review, Business Week, U.S. News and World
Report, Wall Street Journal, Area Development, and Harvard Business Review.
As the luncheon ended, Nunn offered the business leaders a deliciously ironic gift,
an “Every Kentuckian Counts” pin, saying they would be among the first, and the
few, to wear it.26
It is difficult to judge the success of Nunn’s plan, but extractive capital cooperated. At the dedication of Island Creek Coal Company’s Hamilton Mine, near
Madisonville (Hopkins County), Nunn praised the Kentucky Coal Association,
which financed a full-page advertisement.27 Even with relatively widespread
cooperation from the private sector, the Democratic legislature did not help Nunn
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make Every Kentuckian Count. In 1968, HB 146, with four sponsors, was to set
up a commission to promulgate standards for industries to qualify for tax credits
and money incentives for adopting programs of hiring the traditionally unemployable. The bill died in committee, seemingly a victim of partisan differences that
demonstrated a state with fragmented reluctance about the need for workforce
training.

Whither Spindletop?
Spindletop Research continued to be an issue during Nunn’s administration as the
Commonwealth’s efforts at improving research and technology diminished. By
the end of Breathitt’s term, the Legislative Research Commission (LRC) had become critical of Spindletop, saying it was not reaching its potential to do research
in product planning and market testing; political, social, and economic research;
and scientific research.28 In his first biennium, Nunn sought $800,000 in each
year to support the foundering agency, which was supposedly privatized under
Breathitt. Nunn announced Spindletop had to start paying its own way and put
itself on a businesslike footing, sharing the same goal Breathitt had laid out. Nunn
also sought $500,000 in private support to stave off bankruptcy at Spindletop, noting in his 1970 State of the Commonwealth Address that the institute “cast aside
its chains of indebtedness and ineptitude of two years ago and is now accomplishing its intended and much needed purpose.” Partial funding for the bailout came
from the Kentucky Coal Association, perhaps an unexpected funding source.29

Tight Money Hits Home
Meanwhile, the state and federal governments’ appetite for development capital
continued to run into trouble because of inflation and tight money. After visible
pulling and hauling, the General Assembly was forced to adopt measures to raise
interest-rate caps on financial instruments designed to attract new capital.
Global events in 1967 and 1968 spurred the tight money crisis. The Johnson
administration had to reduce domestic spending by about $6 billion to dampen
inflation and pay for the Vietnam War. The guns-and-butter conflict represented a
major crisis for business profits after years of post-World War II prosperity. The
global crisis pitted state governments against each other and the federal government, as well as businesses and individuals needing credit or seeking places to
invest their money. The use of tax-free industrial development (revenue) bonds
had soared since 1954, when the U.S. Treasury ruled them exempt from federal
taxes. The bonds’ value rose from $1.5 million in 1956 to $1.4 billion by 1967.
Only eight states did not use the bonds; some of these had similar alternatives.30
Its aggressive industrial recruitment policy made Kentucky a major player
in the competition among states for capital. Its issues were among the largest,
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including $90 million in Hancock County for Southwire Company in 1967 (after
the $50-million issue for Harvey Aluminum in 1963). The revenue bond market’s momentum and the size of issues created much controversy, according to
Congressional Quarterly Weekly.
The tax-exempt status made the bonds lucrative for wealthy investors in a
time of high capital gains taxes. After the proceeds were used to build a plant, the
company would pay “rent” to meet interest payments and amortize the principal.
The 1954 U.S. Treasury ruling meant bonds could be sold at lower interest rates,
cutting financing costs. Companies might pay 1% more for securities they issued.
Bond purchasers included higher-income taxpayers, banks, and other lenders.
Sometimes, corporations bought bonds themselves, according to Congressional
Quarterly Weekly.
On March 6, 1968, the Treasury proposed to end the industrial revenue bonds
tax exemption. U.S. Senators, voting on a supplemental appropriations bill, rejected an amendment to pressure the Treasury to continue the exemption. But the
Senate Finance Committee successfully added an amendment to block the change
in a bill dealing with excise and corporation taxes, according to the Weekly.
The exemption crisis revealed wider conflicts in the fragmenting welfare
state, with shifting class, regional, and ideological alliances. Exemption opponents included organized labor and the Investment Bankers Association. They
said the exemption had subsidized private industry and boosted the costs of servicing debt for areas such as education; it violated the law’s intention, helping
corporations instead of states. Some said the exemptions threatened free enterprise. Others noted the loss of tax revenue. Others said bonds were used to block
labor-organizing efforts and to attract existing industries to new places with lower
wages. Opponents also said widespread use of the bonds limited their usefulness.
Bond proponents tended to be from states such as Kentucky; they argued that
changing the law would hurt poorer rural areas. Evidence of higher interest rates
seemed to support the opponents. On June 21, 1968, Congress limited the exemption to issues under $1 million, including facilities for sports, conventions, public
utilities, air or water pollution abatement, transportation, and industrial parks, according to Congressional Quarterly Weekly. No issue could exceed $5 million.31
Nunn said the new rules reduced the effectiveness of industrial revenue bonds, but
he believed the state could continue to create jobs.32 During 1970, Kentucky issued $8.8 million in revenue bonds, a slower pace than before. Between 1950 and
1971, 72 communities had sold 178 issues worth almost $700 million.33
In 1970, the Kentucky General Assembly acted to circumvent the problem.34
SB 222, which became law without Nunn’s signature, allowed promissory notes
instead of bonds to be used as security for KIDFA loans. It also permitted KIDFA
to lend money to any local development agency or other applicant working with
any federal agency, removing limits requiring approval under the federal Area
Redevelopment Act. The bill passed the Senate 36-0 and the House 74-2.
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Agriculture’s Defender
Nunn also put a priority on capital preservation in other ways besides tax policy.
In seeking to retain Kentucky’s agricultural base, he perceived threats on both the
federal and state levels. Nunn, himself a tobacco grower and a lawyer who had
represented tobacco interests (he also raised roosters for cock fighting), thwarted
efforts to boost cigarette taxes in 1968 and 1970. But he could do little about the
Surgeon General’s report on smoking, the ban on broadcast cigarette advertising,
and challenges to inherited tobacco allotments. At the Burley Auction Warehouse
Association in Lexington on June 10, 1968, Nunn was reactionary, seeking crossclass unity by urging association members to be vocal against threats to all of
the industry’s stakeholders. He also alluded to difficulties caused by the search
for new capital and put his reluctant state in a contradictory role of preserving
tobacco farmers’ capital while attracting new industry. Tobacco was important to
the economy and couldn’t be ignored. Because of lack of support and threats from
Washington, tobacco-producing states, including Kentucky, needed to protect the
industry.35
Under Nunn, in 1969, Kentucky’s farm income reached the billion-dollar plateau Breathitt had coveted. Nunn considered it a good sign of balanced growth of
industry and agriculture, long a theme and myth in Kentucky’s steadily evolving
development policy. But his concern about political problems of tobacco farmers becoming an underrepresented minority in government extended to all farmers. With this point, he tacitly admitted the notion of balanced economic growth
was a myth and a cause for worry. In the context of “one-man-one-vote” U.S.
Supreme Court decision of 1964, he was concerned out-migration would alter
rural-urban political power. Out-migration not only was causing the loss of farmers and other rural residents, but raised the potential for regional conflict, as he
noted in a speech at the groundbreaking for the Central Kentucky Animal Disease
Diagnostic Laboratory in Lexington on July 30, 1970.36
Unlike the reluctant Chandler, Nunn sought to preserve agricultural capital.
In 1970, HB 577, with 36 sponsors, was centerpiece of his farm legislation. It created the Kentucky Farm Development Authority in the Department of Agriculture,
originally intended to guarantee 25-year loans of up to $5,000 to buy farm land
and buildings. Applicants could use the land only for farming during the life of
the loan, which was backed by a Farm Development Loan Guarantee Fund seeded
with $50,000 from capital construction funds in each of the first two fiscal years.
Although it was a small effort, Nunn hoped to stem out-migration by freeing capital for at least a few new farmers to purchase or improve their property. A House
committee amendment sought to increase the appropriation to $200,000 in each
fiscal year, along with $400,000 from a proposed general obligation bond issue to
be voted on in November. The bill was amended to guarantee loans of $7,500; to
limit the aggregate of guaranteed loans to 30 times the fund’s content at any time;
and to allocate $400,000 from the proposed bond issue. The measure passed the
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House 85-2 and the Senate 34-0. The measure’s preamble expressed Jeffersonian
ideals about land ownership, as well as wealth inequity.37
Another bill from 1970 suggests a development policy innovation for
Kentucky. It sought to use tax revenues from sales of a product to fund research
for a specific industry. HB 466 created the Kentucky Tobacco Research Board.
For the first time since Governor Wetherby, the cigarette tax was increased—from
2.5 to 3 cents a pack. The new revenue was not for the General Fund. It was devoted to a trust fund for financing research at the UK Tobacco and Health Research
Institute. The bill required employing a technical adviser, with research oversight
by the new board. Despite opposition in the House, it passed 57-27, and cleared
the Senate 27-0. Meanwhile, HJR 16 directed the State Department of Agriculture
to explore all feasible methods of preserving and expanding Kentucky’s tobacco
industry, with assistance from the LRC and other state agencies. The bill passed
both chambers unanimously.
Despite the state’s fiscal crisis, Nunn secured a property-tax break for farmers
in 1968. SB 173 (HB 321), with five sponsors, proposed a constitutional amendment to let the General Assembly classify agricultural and horticultural land according to its use value. The bill cleared both chambers unanimously. In 1970,
HB 442, with eight sponsors, implemented the Constitution’s new Section 172A,
which voters approved in November, 1968. Besides a use-value provision, the
bill provided procedures for property valuation administrators if land were put
to another use that caused a deferred tax to come due. The bill passed the House
unanimously without a committee amendment to require that corporations be set
up mainly for agriculture to qualify for the assessment provision. It passed the
Senate 31-0, amended to delete a provision to make property transfers priced at
least 25% greater than the agriculture valuation evidence of a change in use. The
House concurred, 72-7.
In 1968, Nunn also signed SB 84, to exempt farm machinery from the sales
tax. The bill passed the Senate 34-2 and the House 66-9, amended to delete machinery parts. Nunn’s largesse toward agriculture had its limits. He vetoed SB
75 (1968), with nine sponsors, to exempt, rather than refund, 90% of the tax on
gasoline used for operating or propelling stationary engines or tractors. The bill
had passed the Senate 34-0; it was reported from committee unfavorably in the
House, but called to the calendar, where it then passed 55-8.
By supporting state-assisted development for various capital fragments,
Nunn demonstrated major personal and social contradictions. He often claimed
to support free enterprise, adopting reluctant tenets of regressive taxation that
preserved business profits. This contradiction became clearer in testimony before the U.S. Senate Finance Committee in Washington, DC, on September 22,
1969, where Nunn opposed income tax changes he believed would harm the horse
industry. He argued that it was better to encourage industries that produced revenue and provided jobs than subsidizing joblessness that kept people from being
productive. He added concerns that the measure could compound out-migration.38
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Nunn made an interesting argument to forge cross-class unity of those who
rode horses for pleasure and those who raised horses for profit. Protecting the
industry depended on data, such as that used to block the effort to alter taxes by
Congress in 1969. On August 15, 1971, Nunn praised the horse industry at the
Jockey Club in Saratoga, NY, for countering the notion that the industry is a tax
haven for the rich by involving pleasure horse groups and the 4-H to broaden
support.39
Perceptions, of course, are important in attempting to bridge class differences. But such efforts can raise legislation that poses difficult issues for those
proposing to aid big business or new and traditional capital. For example, HB
564 (1970) sought state support for horse industry’s working class. The measure
would have required at least 85% of race track employees to be Kentucky residents during the race season and for at least 85% of each weekly payroll to be paid
to these residents, excepting jockeys, apprentices, exercise boys, owners, trainers,
clockers, all governing and managing officials, and department heads. The bill,
with penalties attached, also would have required the racing or trotting commission to suspend enough employees who were not Kentucky residents to establish
the required ratio if the track did not reach it. It died in committee.
Workers aside, Nunn and the legislature made tentative steps toward assisting
the horse industry, helping to preserve a traditional and elite capital fragment. A
core assumption of his argument was that racing, like tobacco, should be treated
as a business vital to the state’s economic health.40 Horse operations already received favorable property tax treatment, a consideration in the Russman, et al.
v. Luckett controversy during Breathitt’s administration. In 1970, SB 388 (HB
691) declared it the intent of the General Assembly to encourage improvement
of breeding and racing of thoroughbred horses, reestablishing guidelines for the
State Racing Commission. The bill passed both chambers with little opposition.
In 1968, HB 588, to allow evening races, became law without Nunn’s signature,
after being vetoed by both Breathitt and Chandler.

Ardent Defender of Coal
In an October 17, 1969, address to the Kentucky Coal Association in Lexington,
Nunn noted attacks on the industry with environmental regulations at the federal and state level. His analysis of the problem was taken out of his tobacco
play-book and was hardly historic. He looked only at 21,000 jobs directly involved in mining, with about 14,000 jobs in related services in the 37 counties
of both coal-producing regions. He pointed out that payroll totaled about $230
million with a total contribution of $400 million to the economy. Coal was vital
to the economy of underdeveloped Appalachia, with all of its poverty. He sympathized with coal industry leaders who were under attack from political candidates,
conservationists, media, and citizens.41
This was not the rhetoric of Breathitt and Combs, who chided the coal
industry and state for irresponsible use of resources and people while defending
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against a severance tax. In defending the industry, Nunn believed a severance tax
had regional overtones that affected traditional extractive capital. He faulted candidates for the legislature from a metropolitan county outside the coal area who
wanted a severance tax on coal, oil, and gravel.42
Nunn had opted for a regressive sales tax increase in 1968; he said a severance tax would be discriminatory and would damage the coal industry. In his
State of the Commonwealth Address on January 6, 1970, Nunn cautioned about
the dependence on the coal industry in both eastern and western Kentucky. He estimated a 40-cent-a-ton tax would cost Kentucky coal its competitive advantage,
bring layoffs, and increase welfare.43
Nunn, whose sales tax was creating resentment, did not view the lack of a coal
severance tax as a favorable tax treatment for an industry that had, since its earliest days, transferred wealth away from Kentucky, starving the Commonwealth
of revenues needed to improve education and physical infrastructure. Nor did
he mention the long-term employment decline caused by mechanization, especially since World War II. That decline further impoverished the coalfields and
their people, who definitely had human faces. Nor did he accept the widespread
environmental damage that resulted from mining. The lack of the severance tax
protected the jobs of the working class, a rather twisted argument, given the
regressive state tax system.

Keynesian Faith Changing
Nunn cautiously accepted a growing state that enhanced business conditions to
preserve and attract capital. But in reality, thanks to Breathitt’s disingenuousness,
he faced the prospect of a shrinking state as his administration started out in 1967.
Despite his professed distrust for government, Nunn did not enjoy this position.
But there is no mistaking his fiscal conservatism. In his budget address to the
General Assembly in January, 1968, it is evident he believed his budget to be fair,
with 86% of the General Fund dedicated to education and other human services.
He did not compare the budget on a per-capita basis with other states. He also
believed the budget was realistic, given the ravages of inflation and high costs of
public borrowing. Here, his approach differed from Combs and Breathitt, who
relied on debt financing. Nunn recommended paying for progress up front to slow
the rate of debt accumulation for the Commonwealth.44
The contrast in debt philosophies highlights an ongoing contradiction that
shaped Kentucky’s development in the 1950s and 1960s. When Combs took office in 1960, bourgeois and political forces for modernization were pressing hard.
Debt was one way of expanding state assistance for businesses to accumulate capital. But using debt instruments and tax incentives eventually helped create a fiscal
crisis in a state determined to grow. With the exception of supporting KIDFA in
1958, the legalistic Chandler had resisted taking on debt imposed without a vote
of the people, clearly a narrow constitutional stance. He preferred smaller, limited
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government. During their terms, Combs and Breathitt had expanded the role of
state government and its debts to attract capital and increase services, especially
education and roads. Rhetorically, at least, Nunn saw waste in the efforts of previous governors. But he expanded on their projects, especially for agriculture. With
help from business, he focused on efficiency, a claim both Combs and Breathitt
also made, but without direct assistance from business leaders.
If Nunn was unhappy with the Democrats, they were unhappy with each other. The party was in a shambles. The 10 candidates in the 1967 primary included
Breathitt’s choice, Highway Commissioner Henry Ward, a party man who had
coveted the governorship as early as 1955 and ended up supporting Combs. The
Democrats, however, did take the lieutenant governorship, opening the way for
Ford to become governor in 1971 because Nunn was limited to one term. Ford
also acted as the minority party’s gatekeeper for Nunn’s legislative program because he presided over the Kentucky Senate. This leadership role kept him in the
public eye and eased his upward climb.
Events in Kentucky and elsewhere suggested that three short years after
Goldwater’s defeat, conservatism—perhaps better called emerging threads of
neoconservatism—was resurging. While the transition away from the New Deal
took more than a decade, the predominant political pattern for the rest of the century and beyond began to emerge. It was a clear reaction to the post-World War II
Keynesian activist liberalism at the state and federal levels, as well as significant
sociocultural changes. The ashes from the drubbing of Arizona’s Goldwater in
1964 were transformed—Phoenix-like, if you will—into a revitalized Republican
Party that captured governorships and state and federal legislative seats nationwide in 1966. Because of Kentucky’s election cycle, Nunn came to office the
year after future President Ronald Reagan was elected California governor. Times
were changing, with the New Deal waning.45
In this fragmented setting, Nunn, along with a number of contemporaries
at the national level, saw a widespread and dangerous anti-business trend that
threatened basic predominant sociocultural values. As a weaver snared in widespread social change, he was committed to many aspects of the welfare state, but
opposed centralization in Washington. He said he firmly believed in free enterprise and equality of opportunity for individuals, not groups. While he considered
his views toward the disadvantaged to be fair, he also backed state government
assistance for the wealthy shareholders of oligopolistic, increasingly globalized
businesses.
If nothing else is evident in the conservative Nunn’s speeches, it is his abiding liberal faith in progress and a tempered belief in government’s ability to come
up with solutions to development problems. This was the basis for his education
and industrial development programs, and in this sense, he sounded much like
Combs and Breathitt, with their New Deal-style Keynesian activist programs.
Nunn, like Nixon, essentially practiced state-level Keynesianism, despite his suspicions about bigger government and his preference for individual actions in a
free market.
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Perhaps, then, one real outcome of the New Deal and the Keynesian political
economy was a temporary “end of ideology,” a post-World War II internal “Pax
Americana.” For a generation or so, there appeared to be some semblance of national unity, mediated by the state and federal governments, within and across
classes. But that unity, woven around the “American Dream,” was, in reality,
uneasy. Underneath it were class conflict, impoverishment of large numbers of
people and the environment, uneven development, poor education, and racism.
It was a unity built partly on fear of internal dissent and the Cold War. As the
1960s unfolded, worldwide forces for change caused tremendous tumult and
fragmentation of the sociocultural tapestry.
In his speeches, Nunn worried at times about issues as diverse as the nascent
energy crisis, the decline of families, crime, and drug use.46 At an individual level,
he was at the forefront of another impending change. He was a religious fundamentalist voicing reactionary outrage at the liberal social reforms of the 1960s and
what he perceived as moral erosion. Conservatism was changing. As a governor
from the Sunbelt and a part of Nixon’s divisive “Southern Strategy,” Nunn articulated themes of the budding religious right and neoconservatism. In numerous
speeches, he blamed the welfare state for crises stemming from changes in the
political economy. Yet, he relied on the welfare state to underpin his programs,
especially if they supported business profitability.
Nunn subtly blended red-baiting, subtle racism, and religious fervor tinged
with fear in an ideological tract of the coming “culture wars.” He did not sense
class polarization and the debilitating effects of a state government bent on maintaining and increasing profits for private business elites while reluctant to ease
the tax burdens of workers. These were emerging threads of neoconservatism.
Widespread socio-cultural fragmentation had taken its toll on the idea of a unified
ideology and the activist liberal state.

Redefining Commonwealth
Like his predecessors, Nunn actively and consciously involved private enterprise in government through voluntarism. But he added his own personal style
to his policies. On October 18, 1968, at the dedication of the Island Creek Mine,
Nunn said he believed progress would come as a result of cooperation among
government, the private sector, and labor.47
Nunn’s wording that day suggested an ideological shift in defining the state.
He sought unity, but his redefinition depended on the generosity of the upper- and
middle-class elites to lead the way in partnership with the state and workers in the
solution of economic problems. This reflected the goals of his “Every Kentuckian
Counts” program. Curiously, he noted in the speech that government and industry
had problems, but workers’ problems were not mentioned. Nunn sought progress
where the state and private elites took the lead. In so doing, he subtly shifted
definitions of overall social well-being and the activist liberal welfare state that

98

Louie B. Nunn, 1967-1971

nominally worked to uplift the Commonwealth’s poor while also aiding
business elites.
By Nunn’s own definition, the redefined Commonwealth would actively
work in the best interest of its elites to build the economy and provide them with
wealth that would trickle down in the form of new jobs and wages for the mass
of workers. Like the liberals Combs and Breathitt, job creation for workers was
important for maintaining unity, but it was not the major selling point. Nunn was
first selling the elite, seeking to build unity from the top down to reestablish elite
dominance to fit his definition of social order. Besides attempting to placate workers by instituting programs to attract capital that would create jobs and vocational
education, Nunn was betting on the largesse of the elites, manipulated into selfinterested class unity through the public relations value of voluntarism, to dampen
perceived threats to the social order of the state and capitalism.
Nunn would never admit it, but his social order was elitist and class-based.
From a critical perspective, the emerging neoconservative view was a more pointed definition of the state’s role in assisting business profits than the liberals’ definition. The Commonwealth outwardly catered to the elites, de-emphasizing the
myth of economic empowerment for workers. Nunn’s redefinition of the state
moved toward a more elitist pluralism based on empowering a reinvigorated,
less-alienated upper class. Like neoconservatives to come, Nunn’s redefined
Commonwealth was somewhat reactionary, built on traditional values of growth
and progress, but also on moral outrage; fear of lost power through fragmentation
and sociocultural change; government support for the business of business; and
imposing individual responsibility for success in the labor market.
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SEVEN
Pragmatic Politics: Wendell H. Ford, 1971-1974
New Deal Ideology Fading
Since the 1950s, Kentucky’s governors had emphasized industrial development.
Even low-end manufacturing work paid relatively well compared with other
economic sectors. Under Wendell H. Ford, and his successor, Julian Carroll, the
state’s industrial development policy evolved toward economic development,
moving beyond the wide vision of Bert T. Combs in the early 1960s.
As the pro-business development policy emerged, the idea of the reluctant
state was disappearing, at least in the arena of private capital accumulation. The
Commonwealth’s leaders actively assisted business profitability for traditional
and newer economic sectors. Each administration became more deeply committed. In Frankfort, the hope and reality of job creation continued to suggest a path
toward unity, increased prosperity, improved state government, and new jobs.
Yet, with Louie B. Nunn and Ford, signs of larger ideological shifts began
to creep into the picture. Following Edward T. Breathitt, most governors manifested a certain level of distrust in the government they led. The Commonwealth’s
governors were not only interested in the Keynesian activist policies of assisting business development to create jobs; they were becoming more overtly probusiness and more conservative in their views. The criticisms that Combs and
Breathitt made about poverty and uneven development were becoming muted,
superseded by business-first policies. These were the beginnings of the transition to American-style neoconservatism and neoliberalism, an often confusing
sociocultural shift manifested in the political economy of state and business.
Ford’s pro-business beliefs served as a framework for a governor who wanted an efficient state that would serve its citizens well, a position anchored in
pluralism. Unlike neoconservatives to come, he saw government as a wider,
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participatory, two-way process. He spent considerable time meeting with citizens in Frankfort and around the state. A pro-business climate, when applied to
government, was simply an expression of equality and fairness for all residents
of the Commonwealth, rich or poor, individual or corporate. Seemingly, “every
Kentuckian counted”—at least more so than in Nunn’s conflicted emerging neoconservative world view that increased business leadership in government allowed for an increase in the regressive sales tax that protected business profits,
and continued to refuse to increase taxes on traditional coal capital.
In his contradictory actions, Ford appeared both conservative and liberal.
He managed a significant government reorganization. As a businessman, Ford
was certainly pro-business. But by initiating stricter environmental regulations,
he raised ire in some business quarters. He eased the regressive tax code and easily implemented the long-resisted coal severance tax. He improved education by
pushing for kindergarten. He apparently viewed himself as a moderate conservative.1 He outlined his promises to voters in his Inaugural Address on December
7, 1971, promising economy, prudence, and restored trust in government. He
promised educational improvement and a role for government in stimulating
the economy. He promised to remember the farmer. In a memorable phrase that
can hardly be called conservative, he described working people on farms and in
factories with clinched fists as the soldiers of Kentucky’s economy.2
Ford, a native of Daviess County in western Kentucky, was different from
his predecessors. He was not a lawyer. He was not a college graduate. Previous
governors had business ties. Ford was both a small businessman and professional
politician. His rise to governor was no fluke. His father had been a state representative and state senator. Ford’s political growth occurred side-by-side with the
growth of his business contacts. He was from a petty-bourgeoisie background of
farming and a family-owned insurance business. His country-boy image played
well across the state. Ford was popular, but the folksy image was only partially
true. He was a shrewd politician who knew and understood his state and its complexities, including its rural areas.3 He could—and did—effectively play both
sides of the shifting conservative and liberal political economy.
Before his election to the governorship, the hard-working Ford developed
a statewide and national network through the Jaycees. By the time he became
Combs’s administrative assistant in 1959, he already had been president of the
U.S. Jaycees. He left the Combs administration in 1961, apparently because his
father was ill.4 His connections with western Kentucky Democratic Party operative and businessman J.R. Miller put him in touch with major industrial firms
benefitting from the welfare state of subsidized electricity from the Tennessee
Valley Authority and associated rural electric cooperatives, such as Big Rivers
in Owensboro (Davies County). The cooperatives not only bought TVA power,
but eventually developed their own generating capacity and ties with the coal
industry. Miller had served on the Public Service Commission and was in charge
of Combs’s Daviess County campaigns in 1955 and 1959. Part of Breathitt’s
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grooming for governor was his appointment to the commission under Combs. In
the 1963 election, Ford was Breathitt’s Daviess County campaign manager. Over
time, Miller and Breathitt split, apparently because Miller perceived Breathitt to
be anti-business, when, in reality, Breathitt faced intensive political pressure to
mitigate damage from strip mining while diligently pursuing business development. Coal remained a significant, but problematic traditional capital fragment.5
But Breathitt’s overall industrial development policy was hardly anti-business.
In 1965, Ford accepted Breathitt’s request to run for the state senate as part
of the then-governor’s effort to escape the unproductive conservative snares of
his first legislative session in 1964. Ford defeated Majority Leader H.C. “Cap”
Gardner, Breathitt’s Chandlerite nemesis, in the primary as part of Breathitt’s
attack on his party’s conservative wing. But Ford’s relationship with Breathitt
became uneasy because of the strip-mining struggle and the apparent lack of roadbuilding in western Kentucky. (Toward the end of his administration, Breathitt announced plans to build the Audubon Parkway between Henderson and Owensboro,
possibly to soothe their relationship; construction began under Nunn.)
Ford became an active legislator, crucial to the successes of Breathitt’s second legislative session. After Ford’s election as lieutenant governor in 1967 during Nunn’s term, he worked to rebuild the party along with Miller, his patron. At
the same time, Ford used the position to build a base for the 1971 gubernatorial
contest, which Miller managed.
Like its national counterpart, Kentucky’s Democratic Party had changed dramatically in a few short years. Following Nunn’s election in 1967 and President
Richard M. Nixon’s election in 1968, Democrats faced tremendous uncertainty.
The fragmented Kentucky Democrats went through a transitional primary in
1971. The Combs-Breathitt threads appeared viable. Combs had moved to the
background during Breathitt’s term and sat out the 1967 race. He emerged again
in 1971 as a candidate after serving as a federal judge. Both Ford and Combs
favored increased education funding, but Ford’s fiscal conservatism conditioned
his support on the availability of funds. Combs apparently favored the regressive sales tax as it was. This was a mistake because “Nunn’s nickel” was highly
unpopular. Ford outflanked Combs. He campaigned on removing the regressive
sales tax from food and imposing a severance tax.
A severance tax could be interpreted as an attack on traditional coal capital,
and it was. Who better to tax the industry than an ally? The decision to levy a
severance tax might also be seen as a sign of Ford’s desire for fairness. To win the
election, Ford used the 1970 teachers’ walkout under Nunn to portray Combs as
willing to tax ordinary citizens in order to keep Kentucky Education Association
support, a hint of anti-unionism. Combs talked about fat cats, a reference to Ford
and the Jaycees. With his admixture of conservative and liberal positions, Ford
defeated his former boss by about 40,000 votes in the primary.6
Meanwhile, Ford’s rival within the party, Julian Carroll, was running for
lieutenant governor and had aligned himself with Combs. In 1971, the Democrats
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were again a victorious and hegemonic party less divided, but it was becoming
more difficult to tell who was liberal and who was conservative.7 Ford did much
during his term to reunite the party and diminish the infighting, but his severance
tax alienated the energy elite. Meanwhile, Combs’s loss marked the unraveling
of the 1960s New Deal revival in Kentucky and ended his career in politics. It
also marked the unraveling of traditional Bourbon conservatism; Chandler, as an
independent, mustered only about 40,000 votes in his final run for governor.
With Democrats again ascendant in Frankfort, Ford became a strong governor who did not have to deal with the partisan issues Nunn had faced. Ford was
a unifier. During his term, he ably maneuvered around and through the fragments
of his own changing party. He was fortunate that parts of Kentucky’s economy
were running counter to larger national and international trends, especially where
energy was concerned. Yet he governed with his own doubts about government
in the midst of a growing nationwide suspicion of government’s ability to solve
problems. President Lyndon B. Johnson’s social programs of the 1960s turned out
to be unpopular in conservative circles especially. They met with mixed success
and demonstrated the complexities of reforming “the system,” a popular term at
the time. At the federal level, Richard M. Nixon’s administration accepted broad
elements of Johnson’s War on Poverty, but altered specifics and cut budgets because of major fiscal problems. Ongoing inflation and the first energy crisis destabilized the global economy and had severe effects on Nixon’s legislative program.
At one point, the crisis caused the government to impound funds promised to
states and cut back on other programs.8 Meanwhile, the Vietnam War continued to
undermine confidence in government, and the Watergate political scandal became
highly corrosive as its sordid details emerged in 1973 and 1974.
In his campaign, it seems ironic that Ford accused Nunn—the conservative
Republican who managed the fiscal crisis he had inherited from Breathitt and
continued the Keynesian activist industrial development programs—of excessive
spending. Ford’s rhetoric showed his conservative fiscal side and political savvy.
Yet, many of Ford’s programs could be considered progressive, and they demanded more revenue to fuel the growing Commonwealth’s political administration
and economy. Ford was conservative, but not a Chandler conservative and certainly not a part of the growing neoconservatism. In the context of the times, however, he was playing out contradictory neoconservative and neoliberal threads that
were coloring and shaping the new patterns of Kentucky’s political economy. The
threads of almost 30 years of post-World War II New Deal reforms left their mark,
but were a fading ideology. Democrats were moving to the right. Ford brought a
new view of government. He was suspicious of Frankfort, but hardly pessimistic
about it. His speeches and actions suggest he still believed government could effectively serve businesses and citizens. In reality, he was pragmatic. He wanted
efficient, representative government.
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Kentucky’s Number One Salesman
With continual support from the General Assembly, selling the state had by now
become routine in Kentucky’s executive branch. Chandler and Combs laid the
groundwork for the evolution of industrial to economic development policies.
Breathitt lightly viewed himself as a pirate. Nunn sought to engage elite business leaders in selling the state. Ford was probably the first governor to identify
himself as a salesman for the Commonwealth. In an early address on industrial
development on January 7, 1972, he informed the Bowling Green-Warren County
Chamber of Commerce of major changes in industrial promotion and outlined his
responsibility as the number one salesman.9 His words foreshadowed Governor
John Y. Brown, Jr.’s main message in the early 1980s.
Noting his desire to cooperate with business leaders, Ford, like his predecessors, said he wanted high-quality industries that offered diverse job opportunities.
He mentioned the need for worker training. He mentioned a cornerstone of his
economic policy, environmental protection, to improve community quality of life.
He recognized that improved environmental conditions would also make places
more marketable.
Ford was responding to historic trends. In his 1974 Budget Address, he reinforced past governors’ statements with added emphasis on economic diversification and politically astute acceptance of a cleaner environment. He firmly said the
state would reject firms that polluted the environment, paid insufficient wages,
or were self-interested above the needs of the Commonwealth. This was not a
conservative speaking; it was a prototype neoliberal calling for quality companies
with progressive management to make Kentucky their home.10
For the twenty-fifth anniversary of the Kentucky Department of Commerce on
July 2, 1973, Ford noted changes since 1948, when, under the Earle C. Clements
administration, the Commonwealth made economic growth a priority.11 Since
then, personal income had increased from $2.3 billion to $11.8 billion (up more
than five-fold).12 It had closed from 65% of the national average to 85%, with
458,000 nonagricultural wage and salary jobs added. Ford praised Kentucky’s
business climate, noting that the only way to close the gap was to create jobs to
address unemployment, underemployment, and poverty. With these words, Ford
expressed unity with his predecessors.
At an Industry Appreciation Luncheon in Louisville on May 18, 1972, Ford
justified assistance to the elite, especially industrial capital, which offered relatively high wages. He noted the government’s interest in all economic sectors and
their contributions to the state’s progress.13 This statement was clearly an appeal
for unity. It also recognized that the state’s development policies were focused on
the higher wages that industrial development could bring compared with other
sectors.
Ford seemed to be moving away from the myth of balancing agriculture
and industrial growth. He was stepping toward a wider, more holistic economic
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development policy. He was committed to diversifying the economy. In his
speech for the Department of Commerce’s 25th anniversary, he outlined new
administrative programs to enhance policy implementation, such as: (1) efforts
to ease communications between the department and development and business
organizations; (2) broadening development programs based on business trends
from the 1970s with continued industrial development and the implementation of
programs to stimulate commercial growth, especially by attracting regional offices and private recreational facilities, and in later speeches, distribution facilities;
(3) more emphasis on research that stressed careful selection and high-quality development to escape the ad hoc approach that no longer worked; (4) creating a development plan to help communities set priorities for new, quality industrial sites,
with water and sewage facilities and in accordance with environmental standards;
(5) resolving the conflict between economic growth and environmental quality, while coordinating government operations to help businesses deal with
regulations.14
Ford predicted 350,000 new nonagricultural jobs in the next ten years, with
about 100,000 in manufacturing. In the Commerce Department speech, Ford said
the state needed to seek balanced growth to maintain quality of life; this diversifying economy included quality industries compatible with livability, workforce
improvement, and an awareness of coming trends. Ford noted the increasing
importance of globalization in a discussion of “reverse investment,” that is, attracting high-quality foreign firms to the Commonwealth. The governor correctly
predicted that states would become competitive in their efforts to attract foreign
capital and urged that the state engage in planning, develop a broad effort, and
have close cooperation between the state and financial sectors to get ahead of the
competition. He saw this approach as a way to counter the growing foreign trade
imbalance, counteract the loss of jobs that occurred when U.S. firms built plants
overseas, and create new jobs.15
Ford, even more than Breathitt and Nunn, recognized the latest phase of postWorld War II global restructuring. He was reorganizing Frankfort to accommodate the changes. At the Governor’s Presidential Conference on Exporting and
Export Financing in Louisville on October 26, 1972, he reiterated the themes. In
1973, Kentucky’s first Japanese firms located in Florence (Boone County). One,
Yamazaki Machine Works, Limited, made steel parts for machine tools. The other, Mazack Corporation, made metal-cutting machinery. Neither firm publicized
employment and investment information.16
In 1972, Ford also sought a wider definition of Kentucky Industrial
Development Finance Authority (KIDFA) revenue bonds to broaden the state’s
capital base. HB 118 included hospitals and facilities for treatment of the aged
or infirm in the definition of structures cities could finance with KIDFA bonds.
The legislation reflected a move into the growing health services industry to
help Kentucky-based firms such as Louisville-based Extendicare (later known
as Humana). The bill also made it easier for local governments to pass the bond
issues. It passed both chambers unanimously.17 Ford’s policies also included:
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Organizing the Department of Local Affairs for community development, with
$600,000 to the KIDFA;
Emphasis on development of international trade and industrial and commercial
development in Commerce Department;
Establishing the Governor’s Council of Economic Advisors;
Allocating $100,000 for rural development to be used by Office of Farmers’
Advocate; $200,000 for Kentucky Farm Development Authority; and creation of
the Governor’s Council on Agriculture.18

Ford did little else to directly expand development policy. His development approach suggested the need to attract international and service capital to the state
and fine-tuned environmental policy, thus offering the opportunity to diversify the
bourgeoisie and move firmly toward an economic development policy.

The Hobgoblin of Inconsistency
Ford’s attitude toward rural areas was supportive, but problematic, given larger
trends in the political economy. In his 1972 Budget Message to the legislature, he
promised to equally divide his administration’s economic development efforts to
rural and urban improvements. In recommending funds for the Office of Farmers’
Advocate and discussing creation of the Governor’s Council on Agriculture (SB
125), he equated rural development with agriculture. He promised the council’s development and promotion objectives included a statewide agribusiness
program and farm products.19
Instead of balancing industry and agriculture, in reality, Ford sought compatibility with the hope of developing rural areas as an alternative to city life. He recognized the changing structure of agriculture and the larger economy and began to
articulate a rural development policy. On February 7, 1973, he told his Council on
Agriculture in Frankfort that the state needed to counter out-migration and create
opportunities for people who wanted to live in Kentucky’s rural towns. He said
increasing farm income was crucial because it would put more money into rural
areas. But this early rural development policy also meant creating new jobs by
attracting industries compatible with agriculture. Ford brought other areas of his
administration’s programs into the discussion, pointing out the need to improve
communities’ quality of life with better schools and roads, clean water, and recreation areas. He believed industrial attraction could be compatible with agriculture
and also needed to be environmentally friendly.20
Ford, like Nunn, moved beyond Chandler’s reluctance to support agriculture,
convincing the General Assembly to pass legislation for the Kentucky Tobacco
Research Board; tax assessment of farm land according to use; quasi-government
agencies, such as the Kentucky Farm Development Authority to provide credit
mechanisms; and exempting farm machinery from the sales tax. His “New Farms”
plan, true to his conservative nature, essentially continued previous policies by
funding existing programs and consolidating the “fragmented” and “patchwork”
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government and private efforts to help farmers.21 Earlier governors had worked
to develop industries in rural areas, always with an eye toward placating farmers.
Ford’s emerging rural development policy recognized the declining and changing farm economy, the rapid growth of industrial capital, and the rural working
class. His state was reluctant to undermine farmers, but was activist in its efforts
to attract “compatible” rural industrial capital and rebuild the revitalized energy
sector.

New Support for Energy Fragments
The energy crisis of the 1970s gave Kentucky’s extractive sector a major stimulus,
boosting the Commonwealth’s fortunes throughout the decade. Ford recognized
the threat the crisis posed for parts of the fragmented economy, but quickly moved
to preserve industrial capital and expand assistance for traditional extractive
capital. His goal was to create new jobs and swell the state’s coffers. Kentucky,
with its massive coal reserves, had a clear advantage in this period of stagflation
and energy woes. On June 22, 1973, Ford issued an executive order creating the
Kentucky Energy Council to help deal with the crisis and be a liaison with the
federal government. This order was in addition to the $400,000 that the General
Assembly issued in 1972 to UK’s Institute for Mining and Minerals for development of techniques to remove sulfur from coal so it could be burned more cleanly.
Funding from a foundation and Ashland Oil brought the total to $1 million for
turning coal into clean by-product fuels.22
In the 1974 legislative session, Ford sounded like a Keynesian when he introduced legislation calculated to use state investments to create an economic boom
and make the state a leader in energy research and development based on secure
domestic supplies.23 Things had changed considerably since Chandler’s relatively
reluctant governorship in the last half of the 1950s. Ford wanted Kentucky to be
a leader in shaping energy development policies. In a special Energy Message on
January 16, 1974, he told legislators that coal offered the way to address the nation’s energy problems. His administration made energy development a priority
so it would be well-placed to take federal research and development funds that
would also trigger state growth. He viewed his approach as visionary, capitalizing
on the Commonwealth’s abundant resource base for the economic betterment of
everyone.24
Ford recommended $50 million for energy research as part of a six-year,
$280-million program for demonstration and pilot projects with shared funding from federal and private sources. HB 251 made it state policy to encourage
technologies for converting coal to clean liquid, gaseous, or solid fuels. Revenue
bonds could be used to finance the Energy Development and Demonstration Trust
Fund. There was to be no direct use of state funds to aid private industry. The bill
passed the House 85-10 and the Senate 33-1.
Ford also sought $4 million to construct an energy-research facility near
Lexington, telling legislators that he hoped Kentucky could become a leader in
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the field.25 He believed the state would recover much of its investment after research yielded commercial products. A buy-back clause in the legislation was
intended to capture returns from the investment, with the exception of research
and demonstration development. In addition, on July 13, 1974, the state contracted with Texas Gas Transmission Corp. to develop a coal gasification project.
On September 4, 1974, Ford announced an Ashland Oil expansion that included
installation of desulfurization equipment for two oil processing lines.

A Matter of Fairness
When he took office in 1972, Ford quickly sent a sales and severance tax package
to the legislature. Ending the food sales tax was consistent with his stand during
Nunn’s tenure and untangled an issue that was problematic for Democrats in the
1960s. Ford took the moral high ground from Combs, Breathitt, and Nunn. He
made the tax system more progressive.
With assistance from the global energy economy, Kentucky’s energy and
tax policy shifted significantly. As coal industry conditions began to improve,
Ford wanted a severance tax. Whatever his political ties to the coal elite, Ford’s
decision to levy the severance tax implied a criticism of the state’s reluctance
that had starved the Commonwealth of needed revenue for generations. Not so
many years after Breathitt’s strip-mining battle in 1966, Ford again frayed coal’s
long-standing hegemony in Frankfort.
The governor’s 1972 tax package included two measures. HB 337 dealt with
the sales tax, severance tax, and corporate income taxes (breaking a campaign
promise). HB 336 raised the gasoline tax. HB 397 dealt with administration and
other taxes.26
Between 1961 and 1971, sales tax revenue grew to account for almost 45%
of total General Revenue Funds. Since Nunn increased the sales tax in 1968, its
share of the revenue picture had increased dramatically. As governors had hoped,
personal income grew and boosted consumption, increasing sales tax revenue.
Individuals and many small businesses were not exempt, while industries paid
little, if any, sales tax because of a growing number of exemptions. The income
tax also worked against individuals even though their burden as a percentage
of General Revenue had declined about 2% since 1961. The corporate income
tax share fell about 3%. Property taxes, already a source of contention during
Breathitt’s term, also declined as a part of general revenue from about 17% to
14%. Overall, the state’s tax take for the General Fund increased about 250% between 1961 and 1971, far outstripping inflation. Sales tax revenue increased about
400% during the period, fed by increased consumption and inflation.27 Even so,
fiscal crises still gripped the growing state over the years.
In shifting the tax burden, Ford ran into considerable opposition. For example, the Farm Bureau, equipped with exemptions for farmers under Nunn, backed
the sales tax changes. But it was against added levies on cigarettes and wanted
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corporate federal income tax deductions to remain on the state income tax.28 Ford
also opposed hiking cigarette taxes,29 but the Farm Bureau lost on every other tax
issue.
Meanwhile, Kentucky Coal Association President Fred Luigart, Jr. of
Lexington said his group “basically opposed” a 5% severance tax to raise $40
million, explaining that it would put his industry at a competitive disadvantage.
William Herzel, Kentucky Department of Revenue research director, countered,
citing a UK College of Business and Economics study that found demand for
eastern Kentucky coal was highly inelastic.30 Legislators ultimately set the tax at
4%. Coal operators finally had to pay a levy to the General Fund that they had
opposed for most of the century.
The proclamation of HB 337, Ford’s tax bill, was basically liberal, professing
help for the poor; outlining the need to support funding for education and other
social welfare programs; and admitting the tax system was regressive. It sought
to pursue unity and dampen class and regional conflicts, while assuring industries
that pay their “fair share.” It deftly severed threads of resistance from the traditional extractive sector. The tax was not an undue burden; the state simply needed
the money to finance its programs.31
Legislators introduced other tax measures in the 1972 General Assembly.
Squaring off against coal mining capital was one thing, but Ford was reluctant
to go against tobacco farmers with increased cigarette taxes. Coal miners may or
may not have followed the wishes of their bosses when voting, but their numbers
had declined considerably. Despite declining numbers, there were just too many
tobacco farmers to offend. They and the Farm Bureau contended a tax increase
would hurt sales. HB 357 sought to test that proposition by phasing in new taxes
only if cigarette sales did not decline. It died in committee. Another UK study
found that any consumption decline resulting from a cigarette tax hike would be
small, an “almost negligible” part of the market.32 The Courier-Journal analysis
of the coming legislative session noted that neighboring states, with the exception
of Virginia, had higher taxes than Kentucky’s 3 cents a pack. It was estimated
each new penny of cigarette tax would yield about $5 million in revenue, but
farmers, united with manufacturers, adamantly resisted, with Ford’s support.33
Ford’s tax restructuring, with its progressive elements, had liberal tilt of fairness for workers and the poor. It further altered long-standing Democratic Party
alignments The 1972 severance tax had been mentioned only in whispers before.
“Nunn’s Nickel” sales tax was highly regressive and hated. Inflation and development pressures forced the state to seek new revenue. Ford’s decision to scrap the
food sales tax was progressive and had broad support. Following Breathitt’s stripmining legislation in 1966, it seemed coal’s predominance was weakening. But
changing global markets meant the industry’s economic condition was improving
at the same time, giving Ford economic, political, and cultural leverage to make
changes. He used the food sales tax as his weapon in a second successful attack
against this traditional extractive capital fragment, this time to keep some of its
wealth in the Commonwealth.
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Unlike what happened during the Nunn years, Ford did not introduce a bill to
place a severance tax on all minerals. Ford was selective, dividing and conquering one extractive fragment to gain unity. At a press conference on December 31,
1971, the governor, who generally was able to hold a firm hand over lawmakers,
said he wanted a severance tax on all minerals because it would be fairer. The wily
politician didn’t say why, he just said it wasn’t going to happen.34
The coal severance tax was a huge step forward, but it also demonstrated limits on how far the state could go. According to the Kentucky Legislative Research
Commission (LRC) in 1977, the Commonwealth could have imposed a coal production tax on such areas as extraction, hauling, preparation production costs, prepared coal, and rail service. But there was a long history of caution and reluctance
when it came to preserving and taxing extractive capital.
Ford wanted to take credit for the revenue growth, which, in reality, was bolstered by the energy shortage in 1973 and increased coal production to meet rising
demand. Because of stagflation and the energy crisis, Ford approached the 1974
budget with caution. But he was sitting on an $83.5-million surplus and $172 million in Federal Revenue Sharing funds.35 The state was flush. Ford told the tale
in his State of the Commonwealth Address on January 8, 1974, noting that the
past two years of growth were unmatched since the end of World War II and had
outpaced national growth. Kentucky was healthy, largely because of the cooperation of the governor and legislators in passing the tax reform, coupled with Ford’s
philosophy of government run like a business.36 Here, Ford mixed shades of liberalism (a more progressive tax system) with emerging shades of neoconservatism
(government operated like, but not necessarily as a business).
The governor was critical of Washington, pointing to severe problems such
as inflation, delays in funding, and cuts in programs. Without referring to the
growing Nixon administration’s Watergate scandal, he pointed out that federal
decision-making was paralyzed. In his mind, the timing and nature of Kentucky’s
reform was visionary and spurred economic growth. He was mostly right. His political savvy paid off in the next few years when global economic currents played
to the state’s energy sector.
Passage of the coal severance tax triggered conflict. Evidence indicates a
fierce debate among regions and various classes and class fragments for a share
of the new revenue. Despite Ford’s concern about local finances, which he voiced
on several occasions, he was not about to let local governments levy a severance
tax. In 1972, HB 513, with 11 coal-county sponsors, would have let any county
levy a coal tax of up to 5 cents a ton for roads, county needs, or schools. The tax
would have been collected and distributed locally among various funds and taxing
districts, while allowing taxpayers to credit local payments against the state severance tax. The bill died in committee. The measure was only a hint of struggles to
come during Ford’s second legislative session in 1974, when the severance tax
precipitated the so-called “mountain revolt.”
On March 5, 1974, mountain legislators apparently caught Ford and
legislative leaders off guard when they attached amendments to both the original
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budget bill (HB 288) and its committee substitute to require crediting one-half
of severance tax receipts above specified amounts to an Economic Development
Revolving Fund for coal counties. House Speaker Norbert Blume, D-Louisville
(Jefferson County), aroused considerable ire when he ejected Hoover Dawahare,
a freshman Democrat from Whitesburg (Letcher County) who refused to relinquish the floor. The action elicited sympathy for Dawahare, hurt Blume’s standing, and set off noisy arguments, including linking severance taxes with a plan to
bail out Jefferson County schools and deal with desegregation.37
Bill Billiter of the Courier-Journal noted that the mountain revolt was a major development. Early in March, legislators were pessimistic because of regional
disputes and bickering within the Jefferson County delegation.38 This put Ford in
a political dilemma and caused problems for Carroll, his lieutenant governor, who
often had his differences with the governor. Ford, after winning the severance
tax in 1972, was rumored to be planning a run for the U.S. Senate in November,
1974, but was worried about losing coalfield votes. Carroll’s 1971 platform for his
lieutenant governor’s race had called for sharing the severance tax with counties;
he was eyeing the governorship in 1975 and could have used the issue to build
political capital. It is unclear where Ford stood. He was said to oppose the idea of
sharing the severance tax, although aides told the Courier-Journal he had been
reconsidering his stand weeks before the revolt. He may have backed the idea all
along. At a press conference on December 31, 1971, Ford said he would have to
deal with constitutional prohibitions if he were to return severance tax proceeds
to local governments.39 At best, Ford was sending mixed signals; he said he opposed sharing the taxes on March 10, after the mountain delegation tacked its
amendment onto the budget bill.40
Events brought Ford and Carroll together. The governor assembled a compromise that Carroll helped shepherd through the legislature. When Ford announced
the deal March 14 at a closed-door Democratic caucus, cheers resounded in the
Capitol. The proposal was attached to SB 281, to set up a legislative board of ethics. The amendment allowed 40 western and eastern coal counties to get half of
any unbudgeted surplus from severance tax revenues and set up a panel to oversee
a Coal Producing County Development Fund for public improvement projects,
including industrial development. Distribution was to be based on a ratio of severance tax collected in a county to severance tax collected statewide. The compromise was imperfect, with several prior claims, including funds for the University
of Louisville.41 In the short run, however, it helped both Ford and Carroll.

Will the Real Wendell Ford Please Stand Up?
In reviewing Ford’s term as governor, it is difficult to get a firm grasp of his
thinking or beliefs. He certainly recognized Kentucky’s cultural, geographic, and
economic diversity, as well as individual diversity based on abilities and personal
motivation in a speech to the Louisville Area Chamber of Commerce Congressional
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Forum on January 14, 1972.42 Yet, like governors before him, he said it was his
duty to treat people equally and fairly as one monolithic culture. This was the
core of his and others’ political philosophy, and it was problematic. It clearly
was a case of “one best way,” a hegemony contradicted by the realities of pluralistic American democratic processes combined with class conflict and regional
differences. Back on his home turf at the Owensboro-Daviess County Industrial
Foundation Luncheon on April 4, 1973, Ford faulted the federal government for
imposing urban solutions on rural problems. The year before, in Louisville, he
expressed a similar logic applied to the role of the governor in policy making.43
He saw himself as a final judge who chose one policy in the name of equality from
alternate solutions. For example, job creation was in the best interest of everyone
in the Commonwealth. For someone who said he did not like bigger government,
the shading of his economic development proposals was clearly Keynesian activist, like those of Combs and Breathitt, as well as assisting various fragments
of capital, especially the energy sector. It was a pragmatic strategy, and Ford’s
policy implementation through the Department of Commerce contained nuances
that helped community development, an effort to give communities some control
over their destiny. So “one best way” was a matter of finding some semblance of
balance, even if momentary, in changing times.
Perhaps the biggest problem with “one best way” was its correlation with
big government and alienation of the people. In his Inaugural Address, the new
governor recognized that some voters saw the futility of political processes, and,
true to his conservative side, he rejected bigger government because it was distant
and unable to respond. Here, he set his own litmus test, saying government needed
to be honest and fair in its dealings with people who depended on its services. He
rejected the idea of state controls on people, but, sounding like a neoliberal, set
the tone for his administrative reorganization with his desire to make government
agencies more effective, working in the best interest of the Commonwealth’s
citizens.44
Newspaper headlines captured the contradictory essence of Ford’s term as
he played a crucial role in weaving unity in the midst of highly visible class and
regional fragmentation. In 1972, the Courier-Journal called the legislature “An
Assembly of Contrasts . . . [that] catered to both public and the ‘interests.’”45
Of the 1974 session, Don Walker of the Courier-Journal said it was “a rather
even-handed and sometimes generous legislative and state administration.”46
Landy said Ford represented the “New Right.”47 No one would say Ford was
all that liberal, but a “New Right” characterization doesn’t seem to fit. This is a
problem of labels. Ford was not a Chandler conservative, but he was conservative.
He was not a Combs liberal, but he displayed liberalism with his tax and environmental policies. He was a pragmatic politician, consistently inconsistent in
crafting and applying policies that he thought would benefit the Commonwealth
All governors have their inconsistencies, and, in retrospect, Ford’s may
be more evident than many because of the confusing nature of the times. But
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he was politically educated. Down-home boy or not, he knew the system and
used it effectively, often for the benefit of both workers and corporations in the
Commonwealth. The Courier-Journal’s Carolyn Gatz described him as neither
a great thinker nor a crusader for ideals, but a nuts-and-bolts politician who was
pragmatic, intense, and a workaholic.48 He may not have been a deep thinker or
formally schooled in political theory, but he was skilled at political practice and
ended up successfully playing in Washington’s Senatorial “Big League.”
If Ford’s actions and policies were signs of the New Right or rising neoconservatism, they were far more subtle than Nunn’s. Nuances of New Deal Keynesian
activism were dampened, but they did play out in Ford’s administration. Unlike
liberals Combs and Breathitt, his ostensibly liberal legislative program attempted
to make the tax system more progressive by dropping the sales tax on food and
imposing a coal severance tax. His industrial policy emphasized environmental
concerns and attempted to weave public-private cooperation, especially for energy projects. Given the historic context of the oil embargo, Ford’s emerging energy policy recognized the renewed importance of the traditional extractive coal
elite while opening a new revenue source. He showed concern for rural areas and
agriculture. In many ways, he offered a template for emerging neoliberalism.
Neoconservative threads during Ford’s tenure were certainly evident and
part of fundamental changes occurring in Kentucky’s sociocultural tapestry. As
an emergent neoliberal, he held the shared liberal and conservative belief that
what is good for business is good for the state. But he did not openly share Nunn’s
neoconservative-style redefinition of the state, which made elite privilege visible
and socially just, with all of the attendant risks of class conflict. Ford instead
played out the aged threads of the New Deal, seeking class unity through creating
new jobs and improved vocational education. In numerous speeches, he criticized
the Nixon administration’s changing conservatism, which saw spending cuts for
programs such as Head Start and highways, both crucial to maintaining the compromises of the Keynesian welfare state. Ford also was more liberal than Nunn
because he did not share Nunn’s sometimes shrill, reactionary tendencies.
Not everyone was pleased with Ford’s legislative activity. His programs for
rural development focused on agriculture, energy, and, to some extent, roads.
Passage of the severance tax and the so-called mountain revolt dramatized class
fragmentation and regional inequities, and pushed Ford into making a weak compromise to distribute some of the revenue for local industrial development. In
1972, Associated Industries of Kentucky, with its 3,600 members, passed out a
leaflet to the General Assembly at the end of the session reading: “Dear Industry,
Can’t you see Kentucky doesn’t want you anymore?” The leaflet cited new laws
raising unemployment compensation and corporate income taxes, the coal severance tax, increased occupational taxes, the gasoline tax, and environmental
bills.49 The leaflet from a conservative organization was reactionary and raises
solid questions about characterizing Ford as totally conservative.
Maybe Ford’s political philosophy was not as clear cut as his predecessors’.
He was traditionally conservative, sometimes liberal and progressive, occasionally
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populist, but hardly reactionary. As national politics moved to the right, it appears
Ford was deft at adapting to the changing terrain. He was sensitive to the needs
of his various constituencies across classes. For example, when Ralph Nader accused him of being a Senator from Brown and Williamson, Ford responded that he
was representing 105,000 families whose primary income came from tobacco. He
pleaded guilty.50 His response to a query about a $125-a-plate “coal appreciation”
dinner in 1980 chaired by Bert Combs and William Sturgill, was similar. He told
the Courier-Journal he was glad to be honored because it meant he was doing a
good job of representing the industry.51
Above all, Ford was a canny politician who appeared to be one of the people.
These were main threads in his popularity as governor. Pragmatism became a predominant thread of the rising, contradictory, and reactionary neoconservatism and
the ill-defined neoliberalism suffusing the wider sociocultural tapestry.
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EIGHT
A ‘Wannabe’ Liberal: Julian M. Carroll, 1974-1979
Unity, Complex Times, and Contradictions
Like his predecessors, Julian Carroll wanted unity. He believed a strong and
prosperous market economy was a guarantee of democratic freedom. He often
sounded conservative, but wanted to be liberal and progressive. Unlike Wendell
H. Ford, who did not have a college diploma, Carroll, another western Kentuckian
from McCracken County, had degrees in political science and law. His speeches
indicate he was thoughtful about the role of government, but conflicted in belief
and practice.
When Ford moved on to the U.S. Senate in 1974, Carroll was blessed with
a rare opportunity to serve an extra year as governor. He came to office with
good media reviews, but at term’s end, many media pundits said the extra year
did him little good. In giving him only a “passing grade” at the end of his term,
a Lexington Herald editorial said he left an unfulfilled promise, had an “edifice
complex,” and put his ego above the state.1
In many ways, Carroll’s policies represented a reemergence of the Bert T.
Combs-Edward T. Breathitt Keynesian activist threads in Kentucky, emphasizing
economic development and education reforms to address funding inequities. But
the times demanded more emphasis on coal, a major difference from Combs and
Breathitt. This turn in history reflected Carroll’s experience in government and his
political ability to adapt to the times.
Carroll was elected to the legislature in 1961 during the Combs administration and was House Speaker during Louie B. Nunn’s term as governor; Ford was
his counterpart in the Senate. Combs tapped Carroll for lieutenant governor to
balance his chances in his final gubernatorial race in 1971, but he lost to Ford.
Carroll, who was seen as something of a rival to Ford, became his lieutenant
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governor. He brought support from coal operators and social and fraternal organizations such as the Optimists (president in Paducah), Jaycees, Masons, and
Shriners. In addition, he had support from fast-food restaurateurs, the Kentucky
Education Association, and electrical cooperatives. Kentucky political legend
Alben Barkley, who served in both houses of Congress and as Harry S Truman’s
vice president, evidently urged Carroll to enter law and politics. William Scent,
Combs’s revenue chief, was a partner in the Paducah law firm Carroll joined after
law school.2
Carroll’s term occurred in increasingly complex times, with threats of stagflation and energy shortages, economic restructuring and declining business profits, poor schools, and a growing neoconservative backlash against the so-called
welfare state. He widened the state’s development programs, moving far beyond
the old ways of industrial development toward economic development. Despite
his seeming liberalism, he was suspicious of government. For example, in his
Inaugural Address at the Capitol Building on December 9, 1975, he noted how
government had grown since the 1930s and 1940s, claiming:
The complex and expansive programs of big government have denied us our
freedom, taxed our ability to pay, robbed us of our dignity, and obscured our self
reliance.3

Carroll was as inconsistent as any governor, maybe more so. He grew up on a
farm, considered himself to be deeply religious, and was active in the Cumberland
Presbyterian Church.4 Pearce contrasted Carroll’s religiosity with his lifestyle in
Florida and the Bahamas, where movie stars and entertainers were friends.5 While
saying he backed legislative independence, Carroll was said to keep tight control.
He claimed to be principled and wanted clean government, but the taint of scandal
never quite disappeared, even though extensive investigations after his term never
brought formal charges. He said he was progressive. But the record is mixed, with
a highly reactionary climax to his tenure with the passage of property tax cap
legislation in 1979.
The governor seemed to have little use for some critics, who, in his view, did
nothing to improve economic conditions. He demonstrated outright distrust when
he told the Hopkinsville/Christian County Chamber of Commerce on March 11,
1975, that “discussions which try to analyze or explain, but mostly deplore these
economic conditions” actually aided and abetted economic problems. Noting
that he did not oppose “productive dialogue,” he described these discussions as
“loose talk” that diverted brain power and time from “real issues, diverted from
the real probable solutions into unnecessary and highly unproductive wailing and
gnashing of teeth.”
Perhaps his talk was less colorful than former Republican Vice President
Spiro Agnew’s calling critics “nattering nabobs of negativism,” in the early 1970s,
but the discourse demonstrated Carroll’s suspicions about pluralistic democracy open to a full range of discussion. Carroll’s conservative side also echoed
Chandler, who believed government should take care of citizens’ basic needs. For
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Carroll, this translated into job creation that equated increased individual income
with more freedom. He believed in individual rights, but also believed freedom
entailed individual responsibilities.
Perhaps his evident distrust in government grew at least partly from the traumatic experiences of Vietnam and Watergate. But it is crucial to note that Carroll
did believe in the power of government to do good, and, with the exception of the
tax revolt, used his term to try to make Kentucky a better place.

From Industrial to Economic Development
As the nation and world endured the energy crisis, inflation, and economic stagnation in the 1970s, Kentucky’s economy prospered, moving in the opposite
direction. Carroll expressed emergent neoliberalism that boosted Kentucky’s
competitive advantage in pursuit of new energy and international capital. His administration began at a fortuitous time. In his 1978 State of the Commonwealth
Address, he pointed out that General Fund growth had kept up with inflation.
Personal income growth was fourth in the U.S., and unemployment, at 4.1%, was
below the 6.3% national average. Like Ford, Carroll wanted the state to get the
credit, but the global energy crisis also was responsible for the growth of the
energy capital fragment.
Carroll’s economic development program was complex; he termed it a commercial-development program. He told the Governor’s Economic Opportunity
Conference in Louisville on August 27, 1975, that he wanted diversified growth
“touching every area of the state, representing all major business sectors, and involving a large number of energetic Kentucky leaders. . . .” He hedged a teeny bit
on the truth when he noted that the state’s diversified growth reflected “a healthy
product mix in manufacturing and a geographically sound distribution. . . .” True,
the energy boom had helped the Appalachian coal mining counties, but poverty
levels remained relatively high, compared with the rest of the Commonwealth.
Despite his assertion that Kentucky’s growth had to be balanced, new technology,
such as electronics and computers, was missing from his plans. In fact, Carroll
only connected high technology with energy production. In addition, agriculture was not mentioned, a significant departure from earlier administrations, but
perhaps an indicator of its lower relative importance to the overall economy.
In short, Carroll, like governors before him, was fully engaging the state in
an increasingly forceful economic development policy to bolster business profits.
It focused on job creation in a number of areas, including:
•
•

Non-agricultural jobs through “an aggressive merchandising campaign to
compete with neighboring states in attracting new industry.” Here, he echoed
Breathitt’s sentiments.
Increased emphasis on “an aggressive campaign to encourage commercial
development of industries presently located in the state and also to recruit out-ofstate industries to Kentucky.”
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•
•
•

•
•
•

•

•
•
•

Promoting exports of Kentucky products in the world market.
Developing plans to tap the lucrative foreign tourist market.
Encouraging favorable foreign industrial development. The state had trade and
industrial development offices in California, New York, and Belgium for industrial investment and tourism, and to promote Kentucky products in world and
national markets.
Encouraging community improvement programs to increase growth opportunities, including Kentucky Riverport Development Authorities, local convention
centers, and multi-county industrial sites.
Fostering a favorable business and labor climate to rid the state of its poor
national image.
Promoting tourism with a coordinated program involving the departments of
Parks, Commerce, and Public Information. He intended to follow a recommendation of the Governor’s Task Force on the Economy by starting a new Division
of Tourism with plans to expand it to a full department charged with aiding local
tourism development.
Encouraging national coal policies and continued support for the Kentucky
Center for Energy Research programs, such as energy conversion through
coal liquefaction and gasification and improvement of mining and reclamation
techniques.
Continuing General Fund support for the Coal Severance Economic Aid Fund
and the Area Development Fund.
Ensuring that electrical costs were fair and reasonable and that Kentucky’s electrical generating industry remained economically healthy and capable of meeting
future needs.
Emphasizing a broad range of urban redevelopment to increase growth
opportunities.6

Carroll’s urban focus, considered “vital to the growth of Our Commonwealth,”
ran the risk of countering Ford’s rural development efforts by assisting capital
accumulation in cities. In fact, despite the energy crisis, and despite extensive
state investments in roads and education for more than a generation, Kentucky
remained unevenly developed.
The continuing energy crisis gave Carroll an opportunity to redress geographic inequalities, and he moved beyond Ford’s energy-related policies. In his view,
the need was critical. In a report on the ARC’s tenth anniversary, Carroll noted the
mountain counties had made absolute gains, but relative gains were not so readily
apparent.7 As he told the Kentucky Industrial Development Commission at the
Paducah Country Club on October 8, 1975, a month before his election for a full
term: “Kentucky has experienced much of its recent growth in cities along the
river—major growth in primary metals, chemicals, pulp and paper production.”
In other words, Frankfort had not altered historic patterns of uneven development that dated back to the Commonwealth’s earliest years. Still, Carroll sought
unity, telling the Owensboro Chamber of Commerce Rooster Booster Breakfast
on March 27, 1975, that the state faced its economic challenges with “the citizens
of 120 counties joining in a commonwealth effort to assure orderly and sustained
growth,” a commitment “one for all and all for one.”
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The unity of purpose was necessary, even if it was sometimes illusory. Soon
after the Organization of Petroleum Exporting Countries (OPEC) embargo of
1973, Ford expressed concerns about slowed industrial growth. Carroll faced
these impacts as the post-World War II boom ended. The embargo, which battered
both the national and most state-level economies, triggered increased competition
among states for businesses, giving capital a wide range of options in site selection even as the early inklings of moving jobs offshore emerged. The internal
migration of people and businesses to the Sun Belt surged in the 1970s because of
lower wages and relatively cheap energy costs.
Meanwhile, the Northeastern and North Central states were becoming the socalled Rust Belt, with the growing loss of their old-line, highly unionized industries. Kentucky was, as it had been during the Civil War, a border state in the new
competition for jobs among the states. Carroll recognized the crisis and broadened
policy, telling the Governor’s Economic Opportunity Conference in Louisville on
August 27, 1975, that he intended to push development policies even more vigorously, with “particular attention to site development and supporting facilities.
This may not be glamorous, but it is fundamental.”
Kentucky’s industrial development policy had evolved considerably since
Chandler’s watch to suit the vision of governors, as well as to meet changing
competition and adjustments to the Commonwealth’s and the wider economy.
On paper and rhetorically, the policy did not seem to emphasize low-skilled
jobs. Carroll, like his predecessors, said he wanted to maintain certain standards.
He partly echoed Ford at the Industry Appreciation Luncheon in Louisville on
May 23, 1975, noting his desire for: (1) quality firms; (2) strict environmental and
safety standards; (3) balanced growth compatible with resources; and (4) good
wages and low unit costs.
By now, the overall economic development strategy had evolved in reaction
to the rapidly changing world and national political economy. Agencies originally set up to attract industrial capital now aided additional capital fragments.
HB 499, Carroll’s 1976 executive reorganization, reorganized the Department
of Commerce, established a Business Development Division, transferred the
Economic Development Commission to the Development Cabinet, and added the
secretary to the commission.8
Carroll’s commission was a far cry from the much smaller business promotion teams of the late 1950s and early 1960s. It had 300 members to weave state
and business interests together. Carroll named Kentucky Fried Chicken tycoon
and future Governor John Y. Brown, Jr., chair, and Brown’s first wife, Ellie, as
a member. A fact sheet in Carroll’s documents at the Kentucky Archives said
commission appointments considered “wide geographic coverage of the state and
a broad representation of all segments of the population,” along with past leadership and interest in local and statewide economic development. As with earlier administrations, the advisory group was to participate in out-of-state trips to
promote manufacturing and to help develop policy.
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Carroll saw the committee as a way of stimulating local involvement in economic development. Its elitist structure unified big and small businesses and was
to improve social well-being. On August 19, 1975, he echoed previous governors,
especially Nunn, telling the Kentucky Chamber of Commerce that he wanted
to “involve every business leader in every community throughout Kentucky as
we dedicate ourselves to a better state.” This leadership team was intended to
“address ourselves to programs that offer the greatest benefit to all of our citizens.”
Aggressive was a popular word in the administration’s economic development
lexicon. The committee’s goal was
to make the Kentucky program the most aggressive, responsive development
program. . . . We have to build our resources, keep ahead of our competition,
make use of the knowledge, experience, and salesmanship we have available
here in the state, and take the Kentucky story on the road to the offices of the
nation’s businessmen.

The 21-member executive committee represented many of Kentucky’s government and business elite. Louisville dominated, with nine members; only one
member was from Lexington. The coal industry was represented through Ashland
Oil and Armco Steel. Wendell Butler, a professional politician and educator who
was Commissioner of Agriculture, was the only farm representative.
In 1976, HB 565 moved the commission from the Department of Commerce
and set up commercial development, minority business enterprises, international
trade, and reverse investment (to attract foreign capital) divisions. The reorganized
department suited Carroll’s world view. It became Kentucky’s primary industrial
and commercial (rather than economic development) agency. In the House, a floor
amendment set up an Agribusiness Division, but the bill passed 74 0 without it.
The measure also passed the Senate unanimously.
In 1978, Carroll’s SB 289 again reorganized the Department of Commerce.
It abolished the divisions of Business Development, Community Services, and
Commercial Development and created divisions of Agribusiness and Existing
Industries to go along with Industrial Development (with offices in New York
and Los Angeles), International (with an office in Brussels, Belgium), Minority
Business Enterprise, and Research and Planning. Carroll’s addition of an agribusiness division suggests pressure from a traditional capital fragment.
Carroll’s two Commerce Department reorganizations manifest problems of
adapting state government to the national and international economic restructuring stemming from the energy crisis and the rapidly changing global political
economy. Carroll implemented programs to improve services for industry and
commerce, telling participants at the AFL-CIO Spring Institute at Kentucky Dam
Village State Park on April 19, 1975, that the goal was “to make our communities
a better place to live and do business at a profit.” But business profits and community quality of life were not the only issues. The nascent neoconservative rhetoric
of “profitable” government slipped into the lexicon. Agencies now moved beyond
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efficiency and “businesslike” organization. A Kentucky Department of Commerce
publication asked: “Why the State Department of Commerce?” It answered that
the department was “a revenue-producing agency of State Government” whose
programs of job creation and retention produced new employment opportunities
that increased income and tax revenues to provide vital services for every citizen.9
To get here, however, the state sought to continue to reduce business taxes to
increase business earnings, the core precept of the state’s development policies
since passage of the sales tax under Combs in 1960.
As part of the realities of changing times and the transition from industrial development to more holistic economic development, SB 335 renamed the Kentucky
Industrial Development Finance Authority the Kentucky Development Finance
Authority (KDFA). It broadened KDFA’s loan authority to include three areas:
(1) industry and manufacturing, including riverport developments; (2) agriculture;
and (3) tourism. The bill met more resistance than usual, passing the Senate 2210 and the House 84-4. In redefining KDFA, Carroll and the General Assembly
revised the original purpose statement of the Chandler-era bill, noting KDFA was
to promote economic development opportunities. The new proclamation justified
broadening government assistance for different capital sectors. Whether the cost
was reasonable is questionable. Certainly the state invested little money in the
authority. But the proclamation did not consider revenue lost to tax exemptions.
Nor did it dare call the tax exemptions welfare for the wealthy.10 The new KDFA
affirmed Carroll, despite his doubts about government, as a Keynesian activist
liberal in economic development. It illustrated his faith in the constitutionality of
quasi-government agencies. Moving the agency out of the executive branch was
cosmetic, however. The governor still appointed the board.
Most importantly, the law expanded state powers in assisting business
profitability, allowing KDFA to make direct loans; to set up a nonprofit mortgage insurance corporation—the Kentucky Mortgage Insurance and Guarantee
Corporation—to insure loans; to issue revenue bonds to finance industrial buildings in riverports or an organized industrial park in the same way as a city or
county; and to finance pollution control projects when the Small Business
Administration guaranteed payments. Giving these powers to the state transferred
some of the risks of development from communities to Frankfort.
Carroll, who had questioned some aspects of federal aid to states, hoped the
new authority would funnel funds from federal agencies such as the Small Business
Administration, the Farmers Home Administration, the Economic Development
Administration, the Department of Housing and Urban Development, and the
Appalachian Regional Commission. The bill added 14 definitions related to types
of projects, federal grants, and insurance for projects.11
Two other measures illustrate changes in economic development policy under Carroll. In 1976, SB 362, which included provisions for protecting bondholders, encountered extended debate that illustrates the fragmentation of the
Commonwealth’s capitalist class. A conflict over the addition of coal conversion
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facilities eventually ended up in a conference committee. Changes in the definition of industrial building emerged as the state searched for ways to continue its
economic expansion and assist more capital fragments. For example, SB 362’s
proclamation discussed changes in economic conditions and federal statutes in
justifying amendments to the law recommended by the Governor’s Economic
Development Commission. The Senate approved the final version 22-4, and the
House approved it 58-6.
In 1978, SB 334 also represented potential erosion of local control of economic development by permitting KDFA to issue revenue bonds for constructing
industrial buildings for lease to private business. The authority, however, was only
allowed to issue bonds for buildings within a riverport or organized industrial
park, or for pollution control facilities in any area of the Commonwealth in connection with a loan agreement with the federal Small Business Administration.
Either the loss of local control or the environmental provision could explain the
relatively strong opposition to the bill, which passed the Senate 22-11 and the
House 88-13.

Energy is the Future
Taking advantage of the energy crisis, Carroll expanded on Ford’s policies, telling
a Frankfort press conference on August 8, 1975, before his election in November,
that his economic policy would be built on three “Es”: energy, environment, and
economic growth. Despite claiming he would take a balanced approach to economic growth, he really believed that “in energy lies the future of Kentucky’s economic progress.” For now, at least, industrial development would be less important. Although Carroll launched a spate of education reforms, he did not specify
a fourth “E”: education.
By concentrating on energy, Carroll played on Kentucky’s historic strength
and weakness. Dependence on energy resources which generally required minimal processing and added little value could provide employment at relatively
high wages in chronically depressed areas, despite declining employment. The
Kentucky Department of Commerce Research and Planning Division issued a
summary of Kentucky’s natural resources, such as coal, oil, natural gas, and other
minerals, as well as water, forest, and agricultural resources. There was more realism than earlier publications, which focused on “unlimited” supplies. But the report still assumed widespread social benefits from privatized extractive development. Of course, with coal reserves especially, the department ignored the costs of
environmental damage and the problem of absentee ownership, where most of the
financial benefits went outside the state.12 Yet, Carroll did recognize Kentucky’s
historic economic problem with coal owners. In a meeting with President Gerald
R. Ford and five other governors at Notre Dame University in South Bend, IN,
on March 17, 1975, Carroll told the President, “Kentucky is not a rich state, and
one of our long-standing problems has been the flow of coal-industry profits out
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of the Commonwealth.” The real problem was that private capitalists controlled
the resources, not the state.
Even so, Carroll was ready to step forward to preserve extractive capital by
expanding government spending to create and keep mining-related jobs, despite
continuing mechanization that was working against him in the longer term. Carroll
often said he eschewed big government. But he launched a Keynesian-style program to spur energy development with research and physical infrastructure. His
program, as laid out to President Ford, included completing inter-state highways,
improving the Appalachian Development Highway Program, rail transportation,
and working on coal-conversion research and development. In seeking more federal funds, Carroll noted the state already had spent $3.7 million for research
and $4 million for the Energy Research Center in Lexington; set up a $50-million Energy Development Trust Fund; and appropriated $20 million for coal-haul
roads. He continued the theme with the National Independent Coal Operators
Association in Lexington on April 26, 1975, saying, despite his suspicions about
funding from Washington:
We need federal help in improving Kentucky’s highway system. This is important not only to our coal production, but to our economy, our tourism industry,
and to our educational system. It is important to us all. . . . We must have good,
safe highways.

Highways were part of a calculated effort to build unity across class lines and
geography with national implications. An April 24, 1975, memo attached to the
speech sent to Press Secretary John Nichols from speech writer Dan Kreutzer noted that the Kentucky Coal Association’s president was consulted and “contributed
topics of interest.” Goal number five of the memo noted that “to counter political
charges of favoritism on the coal-haul roads, we are tying them into general use
for all Kentuckians.”
The premises of Carroll’s coal proposal were, considering history, at minimum, questionable. He told the operators that the industry worked for both national and human energy needs. Energy, he noted, was the basis for individual,
national, and world peace and stability. He added that his administration was committed to move the industry “from an era of fluctuation into a new era of stability and sustained growth.” How could Kentucky control possibly global energy
markets? In addition, hadn’t this industry held the Commonwealth’s natural resources in private, developed them for profits that went elsewhere, despoiled the
environment, and left a swath of poverty across the coalfields?
The biggest question that remained unanswered was whether the state’s
Keynesian efforts could be effective in dampening the energy industry’s boomand-bust cycles. In 1974, coal had surpassed agriculture as the state’s largest industry. Carroll, like his successor, Brown, apparently believed state support could
mitigate historic ups and downs that were part of global energy markets. At the
Kentucky Council of Cooperatives on October 1, 1975, in Frankfort, Carroll
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outlined his program to help provide market stability with five research areas:
coal use, resource evaluation, mining technology, reclamation, and environmental
effects. The state would aid the coal industry, pushing energy development with
severance tax revenues.
In 1978, SB 134 authorized the Kentucky Energy Research Center administrator to obtain options to purchase real property. It increased the fund from $50
million to $55 million. The measure passed the Senate 32-0. In the House, amendments included: requiring that revenue-bond financing be secured by revenues
of the center from projects financed by bond sales and the transfer of severance
tax collections proceeds to the center. The bill passed the House with a contested
49-36 vote, as amended. The Senate concurred with House amendments, 25-3.
As part of his continuing policy to assist the coal petty bourgeoisie, Carroll
sought passage of SB 38 during the 1979 special session. As with SB 134 in 1978,
SB 38 again showed fragmentation over the extractive sector. The bill created
a small miners’ assistance program (for operations of less than 200,000 tons a
year), arguing that small operators were vital and had a productive role in the
Commonwealth’s economy. Because small operators accounted for 20% of production, they played a significant role in basic energy production for the nation,
too. In addition, they were threatened with going out of business.
The measure dealt with strip-mining laws and environmental protection,
and, as originally written, allowed the Department of Natural Resources and
Environmental Protection to offer assistance in fulfilling permitting and environmental protection performance standards. It also provided for speeding up the
return of strip-mine bonds. The measure passed the House 53-35 with a committee amendment to specify that the department provide technical assistance to
small operators. A rejected floor amendment reflected resentment against the bill.
It would have required the department to offer similar assistance to small farmers, trappers, farriers, and fishermen whose livelihood could be affected by the
department’s programs.
Although the bill easily cleared the Senate 31-2, the road in the House was not
so easy. The legislation first came out of committee with numerous amendments.
The measure then was recommitted; a committee substitute set up a technical assistance program for small coal operators producing under 200,000 tons a year;
required the determination of tonnage to consider all production from common
ownership of other corporations or operations; and permitted release of part of the
mining bond according to existing law upon notice by the operator that mining
had stopped. The bill passed with the committee substitute and a floor amendment
to define how to do a partial bond release. The House concurred on the committee
substitute, but refused to accept a floor amendment. Once the bill returned to the
Senate, the House asked to have it returned, reconsidered the amendment, and
passed the measure 56-28.

Julian M. Carroll, 1974-1979

129

Class, Regional, and Local Fragmentation
As the energy crisis unfolded in the last half of the 1970s, it appears both the governor and General Assembly were only too happy to see prosperity in the energy
sector. They believed the Commonwealth would benefit, and it did. For example,
under Carroll’s watch, HCR 14 (1978), with 64 sponsors, showed a cross-class
unity of farmers and oil producers backing a pilot gasohol project. Still, regional
fragmentation that appeared during Ford’s term continued, but with less fractiousness; some legislators still wanted the state to diversify coal counties’ economies.
Carroll seemed to agree, noting in his Budget Message of January 28, 1976, that
he had supported sending part of the revenue from coal back to coal-producing
counties. He noted that the presence of coal reserves limited economic development opportunities and higher assessment for increased ad valorem property
taxes. At the same time, he wanted the state to concern itself “with the critical
needs of our other counties in the area of economic development.”13
While the words were soothing, they were not necessarily in accord with local wishes. With HB 674 in 1976, Carroll and the legislature established a Coal
Severance Economic Aid Fund for capital projects in coal-producing counties.
No funds were allowed for schools or roads. The bill also set up a Coal Severance
Economic Aid Board in each coal-producing county to administer funds. It passed
the House 93-1 and the Senate 34-0.
The nature of membership on the local development boards was crucial;
Carroll wanted to assert state control. He opposed increasing funds for coal counties or channeling funds directly to the county fiscal court (county commission).14
This makes sense, given Carroll’s desire to bolster the energy sector. The boards
still catered to the existing power structure, including the county judge executive,
the mayor of the most populous city, a member selected by the boards of education, and two members the governor selected from each county. While the boards
had final say on projects, the commissioner of the Executive Department for
Finance and Administration could veto proposals if they exceeded the county’s
share of the severance-tax revenue. Carroll soon expressed dissatisfaction with
the way the boards worked. In 1978, he secured passage of SB 348, supposedly
to smooth the process, but really to increase state control. A floor amendment
reconstituted the board to the governor’s advantage. Amendments suggest local
resistance to Carroll’s 1976 proposal.
Another 1978 measure, SB 365, would have let counties levy a license or
franchise tax for roads, county needs, or schools on a coal production trade or occupation. The tax, up to 1%, would be on gross receipts from sales of coal mined
in the county. The revenue was to be distributed equitably between the county and
taxing district where the coal was produced. The bill died in committee. HB 694,
a similar measure, moved out of committee, but did not come up for vote.
Coal taxation also fragmented the extractive sector. Carroll’s plan to finance
his energy and development package again showed the state’s determination
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to keep the tax for itself and to distribute part of it to coal-producing regions,
with state strings attached. In 1976, HB 677 increased the coal severance tax
rate from 4% to 4.5%, with a 50-cent minimum per ton severed instead of 30
cents. The bill gave first priority to putting severance tax revenues toward lease
obligation payments required by the Turnpike Authority for resource recovery
road projects. It also directed the Department of Revenue to allocate severance
tax receipts to make the payments. Excess severance tax funds could then be allocated to the General Fund. The bill also forbade any government unit, except
the Commonwealth, from levying any occupational, license, excise, severance or
other tax on severing, processing, sale, use, transportation or other handling of
coal. The bill passed the House 83-3 after rejection of a floor amendment to limit
severance-tax allocations for recovery road projects to no more than 10% of the
tax. In the Senate, a Rules Committee substitute imposed a state property tax of
31.5 cents per $100 of assessed value on unmined coal after January 1, 1977. The
bill passed unanimously, and the House concurred 64-13.
In 1978, SB 309 (HB 690, with 12 sponsors) seems reminiscent of the “good
old days” of King Coal. The bill was intended to delete unmined coal from property subject only to state taxation. Once in the Rules Committee, members deleted that provision and then lowered the tax rate on unmined coal from 31.5
cents to 1/10 of a cent per hundred dollars of assessed value, reversing the 1976
measure. The bill passed 34-2 with the committee substitute. A House committee
amendment again made coal subject only to the state property tax at the lower tax
rate; the bill passed 82-6, as amended. The Senate concurred, 30-1. The action
occurred as coal profits and the value of reserves were soaring.
Scrutiny of governors’ statements and legislation over time suggests how
problematic coal has been for the Commonwealth’s political economy. The complex struggles involved taxation, uneven distribution of funds among regions,
aid to differently sized mining firms, wages, working conditions, poverty, unemployment, education, environmental damage, and highway building. The scope
and nature of these policy discussions suggest difficulties associated with state
reluctance and capital preservation when a major industry is powerful, cyclical, and downsizing its workforce largely because of emerging technology. Two
governors, Carroll and Brown, grossly overestimated the state’s ability to assist
and preserve coal capital. During the 1980s, the crumbling energy sector helped
governors Martha Layne Collins and Wallace G. Wilkinson put the situation back
in perspective.

Agricultural Decline and Change
If one thing was evident by the time Carroll became governor in 1974, it was
changes in agriculture, especially after World War II. Carroll put the news to farm
leaders politely, pointing out that agriculture was part of a broader set of goals
and policies in the search for the balanced economy based on orderly growth in
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all sectors, including mining, manufacturing, trade, services, finance, construction, and tourism. At an Agribusiness Luncheon at the Governor’s Mansion in
Frankfort on April 21, 1975, he related the prosperity of agricultural and nonagricultural sectors, adding that the state “must push forward in our programs for
growth in a cooperative and coordinated fashion.”
Carroll needed to placate farmers and maintain cross-class unity during the
troubled 1970s. He supported balanced economic growth, but no longer saw it as
strictly a relationship between industry and agriculture; it also involved the energy
and tourism sectors. Carroll knew many farmers opposed global competition and
industrialization. He sought to allay their fears, telling the Governor’s Economic
Opportunity Conference that placement of the Kentucky Council on Agriculture
in the Development Cabinet was a recognition of coordinated state policy.
Carroll’s administrative reorganization, symbolically at least, highlighted
agriculture. HB 499 (1976) transferred the Farmers’ Advocate’s Office and the
Council on Agriculture to the Development Cabinet; it also added the secretary
of development to the council. SB 289 (1978) created a statistics division in the
Department of Agriculture and separated the offices of the Executive Director
of the Governor’s Council on Agriculture and the Farmers’ Advocate. It set up a
Division of Developmental Services in the Council on Agriculture.
Carroll’s farm policy was contradictory. He had an explicit urban development program. His rural development program tended to equate rural and agriculture. His goals for the Council on Agriculture included maintaining a high priority
for agriculture; developing a $2-billion farm economy for the state by 1980; and
using the Department of Commerce to promote the development of agri-business
enterprises, including production of raw materials they needed, with a concentration on secondary wood processing and use, along with grain storage, shipping,
and processing. The governor also recognized the importance of developing a
foreign and domestic marketing program for Kentucky farm products assisted by
the Commonwealth’s out-of-state trade offices.
Under Carroll, the state struggled with farm taxes in an effort to assist and
preserve profits and capital. The anti-tax climate of the late 1970s only added to
the pressures. For example, in 1976, Carroll signed HB 172, with 18 sponsors, to
exempt repair and replacement parts for farm machinery from the sales tax. The
bill passed the House 93-1 and the Senate 30-2. In 1978, Carroll also signed HB
12, with 12 sponsors, to exempt farm grain or soybean handling, drying, processing, or storing facilities from the sales tax. The bill passed the House 74-0. It
passed the Senate 32-0 with a floor amendment to exempt gasoline, special fuels
and liquefied petroleum gas used to operate stationary engines or tractors. The
House concurred 83-0.
SB 1, which Carroll signed in 1976, redefined agricultural value for property
taxes. As originally written, land value was based on its income-producing capacity, rather than the value of sales prices for comparable agricultural land. The
committee substitute incorporated provisions of SB 2, which let farmland owners
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file an application every four years, rather than every year, with the property valuation administrator for assessing land at its agricultural value. It also permitted
landowners to elect to have property assessed as other than agricultural land for
any time within the four years. The substitute also provided that comparable sales
of farmland be included in the definition of farmland value. In addition, the bill
provided that the equalized value of farmland be the same valuation used for other
land. The bill passed the Senate 36-0 as amended and then passed the House 70-3.
In 1978, HB 323, with 28 sponsors, sought to define the use value of farmland as the income-producing capability of the average of net income for five
years before the tax year, instead of one year. The measure died in committee. In
1976, HB 698 required the equalized value of farmland assessed for school taxes
to be the same valuation used for other land based on fair cash value. It passed the
House 63-6 and the Senate 33-0.
In promising to protect the interests of Kentucky’s tobacco farmers, Carroll
bowed to political expediency, but engaged the state in what by then was becoming a losing battle for tobacco farmers and the larger industry. Carroll knew
tobacco was endangered, but promised to preserve the industry. Passage of SB
316, with five sponsors, in 1976 let producers implement an assessment on burley tobacco sales to finance research, market development, and education with a
goal of increasing domestic and foreign consumption of tobacco products. Funds
raised by the assessment were expended by the Council on Burley Tobacco and
the Burley Pool. The bill passed the Senate 34-0 and the House 81-1.
Tobacco provided an arena for reactionary tendencies. Rumblings against
tobacco increased nationwide in the 1970s, and two resolutions suggest pro-tobacco forces in the General Assembly were more interested in farm well-being
and the bottom line of tobacco processors than in mounting evidence that linked
smoking to various diseases. The House condemned tobacco’s opponents in 1978.
HR 11 requested the resignation of U.S. Health Education and Welfare Secretary
Joseph A. Califano for opposing the tobacco industry. It passed the House 65-14.
HR 54 invited Califano to address a joint session of the General Assembly. The
leadership recommitted the resolution to Health and Welfare.
The fragmented and reluctant state was sending mixed and contradictory
signals to tobacco farmers, who were adamant in their refusal to change a profitable and deeply held way of life. Carroll did push for research on diversifying
crops. But tobacco was a rallying point for capital preservation and unity. Petty
commodity farmers wanted to protect their inherited tobacco allotments because
they well understood the effects of capital concentration. With SR 26 (1976), the
legislature asked Congress and the U.S. Department of Agriculture to abandon a
proposal to permit the transfer of burley tobacco allotments across county lines.
Another weakness in the Commonwealth’s economic development tapestry
was evident in bills that sought to counter an increasingly global farm economy.
For example, HR 44 (1976), with 27 sponsors, asked Congress and the President
to limit beef imports. Meanwhile, SCR 6 (1976), with ten sponsors, asked
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Congress to increase import tariffs on burley tobacco or to reduce imported burley. Carroll signed the measure, which passed both chambers unanimously. These
bills and others like them demonstrated contradictions in efforts to attract new
industries in a changing world economy, while at the same time trying to preserve
Kentucky’s middle-class farmers. Protests of foreign competition and calls for
government support revealed fragmentation between petty-bourgeois producers
and global firms. Despite a proclaimed love for laissez-faire government and free
markets, competition only went so deep for farmers. Protectionism and tax breaks
were central to preserving capital and a threadbare power base. Petty bourgeois
farmers’ demands challenged the reluctant state.
Suspicion of large-scale, capitalist agriculture was evident in other ways.
In 1976, HB 160, with three sponsors, would have prohibited corporations from
buying or leasing more than 20% of their acreage over five years. Exemptions included family farms and family farm corporations. The bill passed the House 78-3
with a committee substitute that clarified definitions. In the Senate, a committee
amendment would have exempted reclaimed strip-mine lands and corporations in
which stock was held in trust for beneficiaries of a decedent’s estate. The measure
never came up for a vote. Lawmakers tried again in 1978, offering HB 613, with
three sponsors. The bill was similar, except that it also exempted state-supported
farms operated for teaching, research, or experimentation and required corporations engaged in farming to report annually to the Secretary of State. Family farm
corporations only had to report every 5 years. The bill was recommitted to the
Judiciary-Statutes Committee.
To aid the horse industry, Carroll signed HB 765 (1978) with 10 sponsors,
mostly from Louisville, to establish the Churchill Downs Authority, a state agency to take over the revered race track from the ailing horse industry. The state
had privatized Spindletop, noting its difficulties in running the research agency
and saying the private sector could do a better job. Now, Frankfort’s leaders were
proposing a state rescue of a private enterprise to benefit the wealthy horse-racing
industry elite. Contradictions, meet irony. The effort to preserve capital was by
no means unanimous. The bill cleared the House in a 47-31 vote, amended to
make sure the authority would fully reimburse property taxes lost to Louisville,
Jefferson County, and Jefferson County schools. The Senate vote was 25-7.
In 1978, Carroll signed HB 616, with nine sponsors, to set up the Kentucky
Thoroughbred Development Fund with an advisory committee to assist the State
Racing Commission in using funds to promote and encourage thoroughbred
racing. Supplemental purses were to be apportioned among winning and placing horses in designated races if they were Kentucky-sired thoroughbreds. The
measure easily passed the House 85-0. A Senate committee substitute deleted all
references to Kentucky-sired thoroughbreds and substituted Kentucky-bred thoroughbreds. It also set up provisions to gradually increase tax dollars allocated for
the fund. The bill passed the Senate 26-6, as amended. The House concurred 64-3.
Although at times Carroll seemed cool to agriculture, he had good reasons
for his activist programs. First, farmers remained a potent, but declining political
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force. Carroll wanted unity. Even though coal eclipsed agriculture in 1974 as the
state’s largest industry, Carroll noted that much coal income left the state because
of absentee ownership. Most farm income remained in the state, at least in terms
of profits accrued to the land. In addition, farming was renewable. One reason
for promoting stability in the coal sector was to help benefit farmers who were
dependent on fossil fuels to propel machinery and make fertilizer. Also, as Carroll
told President Ford on March 17, 1975, small farms increased self-sufficiency for
workers laid off during the recession caused by the energy crisis. These farms also
increased rural community stability and economic diversity.
Carroll’s farm policy sought growth through crop diversification and development of world markets that protected farmers’ interests. As with industrialization,
conflict emerged. Tobacco and beef farmers protested international competition;
powerful farm sector fragments were reactionary. Carroll played along; he promised a quiet campaign to urge state processors to use Kentucky products and a
not-so-quiet campaign to purchase products produced and processed in Kentucky.
With his farm-based policies, Carroll demonstrated state reluctance to fully
engage in rural development, tending to equate rural with agriculture. He urged
full funding of the historic 1972 federal Rural Development Act, but his state programs mainly sought to increase net farm income of middle-class, land-owning
farmers. It was something of a contrast to Ford’s more explicit statements about
building rural communities’ economies and quality of life. Implicitly, Carroll, like
Ford, sought development of some rural areas by seeking to attract urban-based
energy and industrial concerns.

The Demise of Spindletop
Area Development District planning legislation passed during the Ford administration helped trigger the demise of Spindletop during Carroll’s term. Part of
Spindletop’s revenue had come from planning projects. The rise of local planning
units sapped cash flow from the still-fragile corporation.15 In 1973, Ford made
a last effort to save Spindletop, making it into a foundation to act as a research
broker in deciding who the state government would hire for various research projects. He made it clear that the state had no obligation to contract with Spindletop
for services. At about this time, Theodore Broida resigned as president to form
Q.R.C. Research in Lexington.16
While Carroll had touted the importance of research, his executive reorganization originally eliminated the Spindletop Foundation. On February 21,
1975, Carroll told LRC he wanted the State Planning Committee to take over
Spindletop’s research brokerage function to emphasize research and development
and management. In 1976, a Senate committee amendment to HB 499 instead
added the foundation to the Executive Department for Finance and Administration.
But the Spindletop Foundation was bankrupt. By July, 1975, the two
remaining employees, the president and controller, were working without pay to
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close the agency’s books. At its peak, Spindletop had 110 employees. The last
president, Don Rogers, acknowledged basic mistakes when Combs launched
Spindletop with grand plans. One, he said, was the inability to present an accurate
image of Spindletop to the public. More important, according to Rogers, was the
goal of focusing on research for industry based on the physical sciences. First, the
agency never had the funds to put in top-notch laboratories. Second, he termed
the idea “pre-World War II thinking.”17 Rogers told the Courier-Journal that by
the time Kentucky developed Spindletop, home offices of most industries were
making their research decisions elsewhere or already had their own research
facilities.
Rogers believed Spindletop had been successful in the little-recognized area
of federal grants-in-aid programs. But once Ford set up area development districts as part of a wider federal-state program, Spindletop was running out of
time. The idea that Spindletop could stimulate a major research park was based
on the Stanford University research model, according to Rogers. He believed
the idea was flawed because the University of Kentucky lacked the capacity and
recognition to carry out the project.
Of course, by the mid-1970s, North Carolina’s Research Triangle, a consortium of universities affiliated with local governments and businesses launched
in 1959, was beginning to pay off. Spindletop always struggled, and many factors led to its downfall. Too often, the agency, which was supposed to symbolize
Kentucky’s bright economic future, seemed more like a dark hole that sucked up
funds. The potential for success was there, but instead, it became an unfulfilled
promise of Kentucky’s New Dealers. Part of the blame must go to state officials
who rejected, or at least hindered, the possibilities of technological capital, instead preserving traditional capital fragments and attracting traditional industries.
In addition, Spindletop may have prospered if there had been more cooperation
among nearby universities. Discussions at the time of Spindletop’s demise did not
seem to include the University of Louisville or other colleges and universities in
central Kentucky.

Crisis of Exemption, Tax Revolt
Carroll, like his predecessors, was committed to economic growth. But the state’s
ability to expand its revenue base without further angering taxpayers was limited, especially with widespread tax breaks for various business sectors. When
Carroll succeeded Ford in 1974, Kentucky’s revenue situation remained problematic, despite what many believed to be phenomenal growth. Governors had proclaimed the tax system fair and balanced, but broader fundamental forces were at
work. Inflation was pinching the state and capital fragments, along with the petty
bourgeoisie and working classes. Widespread resentment about high taxes and
constantly rising prices fueled the growing neoconservative ideology, aided and
abetted by Carroll, that blamed government for just about everything.
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For example, Breathitt’s property tax battle over fair market value was
still fresh more than a decade later.18 Many elite fragments felt hard-pressed to
maintain acceptable profits. Petty bourgeois business owners faced seemingly
insurmountable money obstacles. Many businesses with markets in rural areas
faced declining population and rising prices. Carroll had much of the rural middle
class in mind when he signed measures granting tax relief to farmers and coal operators. He was in an increasingly difficult position. Not only that, his philosophy
of economic development and taxation was contradictory. On April 19, 1975, he
sounded like former governors when he told the AFL-CIO:
We will seek out financially sound industries with good growth prospects who
want to pay their own way. I do not believe in give-aways to attract industrial and
commercial firms. This to me is short-sighted.

Carroll may have said “give-aways” were short-sighted, but the record shows
the truth. He did not eliminate or even reduce business tax breaks, and, in fact,
expanded them. The pro-business Carroll needed tax breaks in the belief that they
would help retain old industries and garner new ones in a global setting of increased competition. Exemptions became a highly visible thread in the growing
tax crisis. Widespread pressure to grant tax relief for the lower classes grew as
inflation drove food, utility, and energy prices higher.
Conditions were ripe for a tax revolt, especially after passage of California’s
Proposition 13 property-tax relief referendum in June, 1978.19 Kentucky’s revolt
culminated with the anti-tax 1979 special session called by Lieutenant Governor
Thelma Stovall, a Chandler ally. At that time, the lieutenant governor had the
power, which she used, to call the General Assembly into session if the governor
were out of state. Stovall’s action precipitated a property tax revolt that festered
during Carroll’s tenure. In 1978, Carroll resisted pressure for tax relief. Bills offered covered a wide range of taxes, but most focused on protecting agriculture
and on exempting utilities. LRC noted the major problems of alternative revenue
sources in its final committee reports.20
The tax backlash also demonstrated the anti-democratic contradiction of
tax levies passed by representative bodies without a popular vote. For example,
in 1978, HB 177, with five sponsors, proposed to amend Section 180 of the
Kentucky Constitution by requiring a referendum for all tax measures, excluding
excise taxes. The bill died in committee.
In the 1979 special session called to cap property tax increases (HB44), and
Carroll’s budget (HB 19) became a pitched battle. Faced with shrinking revenues,
legislators debated an unheard of 21 House floor amendments and 13 Senate
floor amendments. Regional bickering about coal severance tax funds emerged.
Amendments for a Tobacco County Development Fund and a Bourbon Production
County Development Fund were offered, as well as one to make 11 coal-producing counties into free states. Fighting over KDFA funds saw efforts to both protect
and eliminate funding for agriculture and tourism loans. The bill ended up in a
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conference committee (something of a rarity until now). The committee specified
no capital construction funds could be used for the School Building Authority.
It reduced the KDFA appropriation for fiscal year 1978-79 by $150,000 and applied the cut to tourism loans, but allowed unspent balances in the Multi County
Industrial Site Development Program for agriculture and tourism loans. While the
original budget passed the House with little dissent, the committee report vote
was 62-27. It passed the Senate unanimously both times.
Extractive sector fragmentation occurred as legislators sought to impose a
minerals severance tax. HB 265 (1978), with 27 sponsors, would have levied a
state minerals severance tax, while prohibiting local mineral taxation. Mimicking
Carroll’s coal region development package, it would have established a Mineral
Producing County Development Fund, a Mineral Producing County Road Fund, a
Mineral Severance Tax Development Fund, and a Mineral Industry Annuity Fund.
It would have required the secretary of the Executive Department for Finance
and Administration to inform fiscal courts of mineral-producing counties of fund
allocations and also would have established a fund advisory committee. A floor
amendment would have retained the coal severance tax only and applied the remaining provisions to coal. The bill never came up for a vote, but the tax would
be imposed during Brown’s term.
Carroll’s tenure marked the first really noticeable opposition to expanding
economic development policy. The numbers of dissenting votes in the General
Assembly were relatively small, but it appears issues of local control or revulsion
at big government may have been coming into play beside symptoms of inflationdriven tax fatigue. In any event, the fragmentation of state and local elites, along
with outside capital, was evident.
It is true that the General Assembly had become more independent since
Nunn’s term. But the 1979 special session, which Carroll manipulated to his advantage, also revealed deep fragmentation in the Commonwealth across class and
regional lines. Growing neoconservatism, made manifest by passage of measures
that hobbled the state’s ability to raise revenue, put shadows on the state’s future
and showed the growth of neoconservatism.

Contradictions, Fragmentation, and Reaction
Records suggest the fragmented character of state hegemony under Carroll. In
many ways, his admittedly aggressive legislative program represented the reemergence of Breathitt’s approach. But the historic context was different, especially with the emphasis on energy. More importantly, the 1979 property tax revolt showed just how enervated Carroll’s Keynesian activist policies had become,
even though it was his tax cut package that ultimately passed.
The fraying of both government and corporate America in the postVietnam, post-Watergate 1970s fueled elite efforts nationwide to promote unity and strengthen business ties with government. The genesis of the business
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reaction to perceived threats from government and others, including academics, was
visible in Nunn’s vigorous support for capitalism and traditional values, including
free markets. Governors, such as the liberal Breathitt and even the traditional-conservative-sometimes-liberal Ford, were perceived as anti-business despite their
pro-business programs. Breathitt and Ford firmly supported capitalism, but saw a
role for government in the marketplace in both regulation and Keynesian activist
business stimulation. Their pro-environmental stances, as well as Ford’s effort
to make the tax system more progressive, triggered a reaction from some business leaders. Their efforts to moderate capitalism in the name of Commonwealth
raised suspicions and hackles in the large and small business world as
neoconservatism was taking root across the country.
The gradual emergence of the national free enterprise wave that heralded
the beginnings of neoconservatism in the 1970s had Kentucky connections.
Soon-to-be U.S. Supreme Court Justice Lewis F. Powell, a corporate lawyer who
represented tobacco firms, wrote a memo to the U.S. Chamber of Commerce in
August, 1971, that outlined what he perceived to be a wide-ranging attack on the
American free enterprise system. Powell served on a number of corporate boards,
including Phillip Morris.21 Cigarette companies had been under government scrutiny for some time because of the growing evidence that smoking posed medical
dangers After the U.S. Surgeon General’s warning in 1964, tobacco firms had
been forced by Congress to adopt cigarette labeling and advertising limits in 1965
and 1969. The industry saw these laws as unwarranted government interference
in the marketplace.
Kentucky’s elites reacted to the growing movement, gradually bringing calls
for “free enterprise” into the spinning of neoconservative threads to reassert patterns of private privilege, bolster sagging profits, and protect markets from government intervention. About 1975, the Kentucky Chamber of Commerce joined
the debate, setting up a bipartisan political action committee to help elect General
Assembly members with free-enterprise values. The goals were clearly reactionary, citing the explosive growth of government at all levels and the unbridled
power of labor unions. It was a narrow, self-interested view of social well-being,
with no mention of education. Instead, the group sought to promote and protect
the competitive free-enterprise system, promote management’s right to manage,
promote representative government, limit the high growth rate of government,
and protect economic, political, and social freedom.
The group’s directors served as “private” citizens and came from across the
state. Like Carroll’s Economic Development Commission, they represented a
cross-section of geographic and big and smaller business interests, such as Blue
Cross-Blue Shield, Armco Steel Corp., Brown and Foreman Distillers, banks, apparel makers, and attorneys. President William H. Neal also was a member of
Carroll’s commission and Texas Gas Transmission Co. president. Other members
included William Sturgill and Warren Rosenthal, both of Lexington’s Golden Oak
Mining Company. Ironically, HB 71 (1978), which proposed to establish a freeenterprise curriculum in schools, failed on a 41-48 vote.
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Legislative measures indicate the reactionary fragmentation as the latest
wave of global restructuring began anew in the 1970s. In 1978, HB 261 stated a
preference for Kentucky made goods. After passing in the House, it died in the
Senate. Meanwhile, HCR 123 directed LRC to conduct an inventory and economic impact analysis of real property investments by foreign interests. It died
in committee. In the 1979 special session, HCR 28 sought a federal probe into
dumping of West German coking coal in the United States. Even with 17 sponsors, it was buried in the Agriculture and Natural Resources Committee. A weaker
measure, HR 35, with 67 sponsors, passed the House on a voice vote.
Carroll, with his traditional liberal political lineage and conservative inclinations, seemed to be feeling his way within the emerging neoliberal and neoconservative movements. His words spoke to the times on any number of occasions and
revealed what must have been a tortured liberal. He realized the credibility of big
government and business was under fire, but viewed capitalism as the “economic
companion” of government. Despite the generally sour economic picture in a
world reeling from shifting energy markets, Kentucky did relatively well during
the 1970s. Carroll believed government growth, not capitalism, was the problem,
as he noted in remarks to the Kentucky AFL-CIO Spring Institute at Kentucky
Dam Village State Park in 1975.
Rhetorically, at least, he believed in economic freedom woven into reluctant government that grants unfettered but responsible individuals equal access to
markets with basic human rights. But Carroll’s constrained view of fiscal policy
required applying economizing principles to government. At a Louisville and
Jefferson County Democratic Party fund-raising rally on April 11, 1975, he said
government’s role is to allocate scarce resources to competing public needs, but
he did not suggest that this was the root of government that “seemingly commits
it to everything for everybody.”
At the American Society of Public Administrators on December 17, 1974, he
outlined his notion of a political economy that tested the competence of public
administration on their efficiency and economy, an echo of Ford. But the man who
on one hand wanted limited government also believed in growth, especially of the
state’s economic development apparatus. He added:
Economy must not yield to stagnation. Rather economy needs to accompany
progress, avoiding the obstructions of overstaffing, duplication, and poor
management.

In his 1976 Budget Message, the fiscally conservative Carroll hoped to slow government growth by, among other things, not using revenue bonds for capital construction and controlling the number of state employees. His plan also included
implementing budget accountability procedures.
Carroll said his budget was “fiscally responsible while recognizing the real
needs of our people with concern and compassion.”22 Unlike Combs, he expressed
little moral outrage about social and economic inequality. Carroll’s definition
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of government assumed true pluralism, an equal distribution of economic and
political power without class struggle. For him, there was no contradiction, or
perhaps even any connection between government efficiency, dictated by the hegemony of bourgeois economics and the inherent fragmentation and inefficiencies
of democratic processes.
Yet Carroll often worried about alienated citizens. Like Ford and other predecessors, he assumed equal treatment of a diverse population and espoused a “one
best way” philosophy, telling the Teamsters District Stewards Seminar Banquet in
Lexington on October 25, 1975:
. . . I am, and I must be, and I shall be the governor of all Kentuckians. I cannot
just be labor’s governor or the farmer’s governor, or management’s governor.
I must govern all as fairly as possible, acting always in the public’s interest.
[emphasis in original]

In his 1976 State of the Commonwealth Address, Carroll again revealed his conservative, Chandleresque view of government, telling the General Assembly:
“My common sense tells me that this is a time to dedicate our existing resources
to our primary obligations of providing for the essential needs of our people.” On
some level, Carroll believed in minimalist government. Combs, his predecessor
and mentor, had promised responsible government and was critical of the socioeconomic conditions of the Commonwealth writ large. Using the regressive sales
tax, Combs vastly expanded the role of Kentucky government. Carroll’s rhetoric
was different, reflecting the growing pessimism and deepening distrust of government that elected officials now vocalized. His rhetoric, perhaps based partly on his
degree in political science, focused more on criticisms of the mechanisms of the
Commonwealth’s government than on the political economy.
Carroll’s attitude toward Washington was also tempered, and suggests
a foreshadowing of the outright rejection of federal funds by neoconservative
Republican governors almost four decades later. He told the legislature that he
did not want the Commonwealth’s program priorities to “fall captive to the lure of
the federal dollar.” Noting that agency budgets contained $30 million in requests
to replace lost federal funds, he leaned toward neoconservatism by saying, “Our
policy will allow acceptance of federal money only when that support is genuinely needed and when it defrays costs to the Kentucky taxpayers.” This was not
the talk of unfunded mandates, but rather a rejection of federal funds to seed state
projects.23 Carroll never rejected any federal funds, but foresaw limits on state
budget growth. He helped those limits come true with the property tax cap.
Carroll claimed to be fiscally conservative, promising, in different words,
no new taxes, at least on consumers. He was, like all of his predecessors, dedicated to capitalism, the “travelling companion” of democracy. At the Governor’s
Economic Opportunity Conference in Louisville on August 27, 1975, he
explicitly linked government and the economy:
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The hallmark of our democracy must continue to be a free, working economy.
There is no alternative. All the tasks of our economic policies must work to
create a productive America. The unfinished task of productive Americans is to
build a base on which we can survive and yet maintain for another generation.

Unlike the Chamber of Commerce, Carroll had diverse groups to satisfy. While
running for election in 1975, Carroll sought worker support. He made many
speeches to labor groups and, in a departure from previous governors, promised
not to tout Kentucky’s low wages. At the AFL-CIO Spring Institute at Kentucky
Dam Village State Park on April 19, 1975, he promised to emphasize high productivity and good wages. He said labor and management listened to each other and
had mutual respect, despite disagreements.
But the latest wave of globalization raised hackles during Carroll’s term. He
intended to push exports while attracting foreign capital. The resistance caused
him to waffle. He was cautious, telling the Industry Appreciation Week luncheon
in Louisville on May 23, 1975, that the state would work to attract foreign-owned
firms to Kentucky, but “this effort will be kept in proper perspective with our
program to attract domestic investment and jobs.”
Confusion and Transitions
Considering his political science degree and years of government experience,
Carroll suffered from a confusing and contradictory philosophy. Nonetheless,
he was an astute politician. In his Inaugural Address at the Capitol Building
on December 9, 1975, he listed his goals: improved quality of life, a brighter
future for children, a new standard of excellence in government, and restoring
confidence, morality and integrity of government in “fulfillment of the American
Dream.” The goals seemed reasonable enough, but with subtle differences for this
political descendant of Combs and Breathitt. Carroll, who publicly proclaimed his
deep religious faith, was using moral precepts to suggest new sociocultural weavings. He decried the “immoral legacy” of waste of human and natural resources.
He took something of a critical stance, and from a different time and perspective,
echoed Combs’s message about irresponsible resource use. Unlike Combs, especially, and Breathitt, this “immoral legacy” did not really seem to be a driving
force behind Carroll’s programs.
In retrospect, it is difficult to be kind to Julian Carroll as a designer and
weaver of Kentucky’s sociocultural tapestry. He seems to have become a personification of liberal decay as he rose to power during the 1970s stagflation and
energy crisis. His term began soon after Watergate, when suspicion of government
and businesses was high. Throughout his administration, there were reports of
deep-seated corruption that were never adjudicated. As the energy crisis helped
bring massive readjustments to the world economy, Kentucky’s economy continued to benefit from the energy shortage. But Carroll’s policies emerged alongside
class and regional fragmentation. His energy policies were based on a flawed
assumption that the state could dampen global and domestic market fluctuations,
as the coming years would show.
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In the mold of many Cold War leaders, Carroll wanted unity; he believed a
strong and prosperous economy was a guarantee of democratic freedom. The basically conflicted Carroll wanted to be liberal and progressive in many ways, yet
he was trapped in complex times with intensifying attacks against taxes and big
government. Neoconservatism, playing on widespread dissatisfaction, was taking
hold and brought out his conservative side.
Carroll’s expression of a nearly utopian view of harmony and unity before the
Kentucky Chamber of Commerce Legislative Conference on January 23, 1975
seems to ring hollow in the context of his governorship:
The promise of Kentucky today, as I pray it will be always, is that it will be a
place of citizens united, governed by consensus. And this, my friends, shall be
our commonwealth.

Poetic words from the gubernatorial candidate were not even close to describing
then-contemporary political realities, much less the struggles to come. Consensus
implies total unity of purpose, not merely majority rule. It is a utopian philosophy.
The major contradictions of capitalism and democratic pluralism, given the diversity of a state such as Kentucky and the dynamics of hegemony and class conflict
within a rapidly changing political economy, were, “Whose consensus?” “Whose
public interest?” and “Whose commonwealth?” Since Carroll said he believed
in a unified pluralism to suppress struggles, and since he adhered to the liberal
heritage of political and economic freedom alongside basic human equality and
unlimited potential for all individuals, these difficult questions were irrelevant
in his conflicted world view, which could be described as marginally neoliberal.
During his five-year term, Carroll resisted, manipulated, accommodated, and
even assisted these contradictory, expanding and reactionary threads of growing
neoconservatism and neoliberalism. Rather than moving the Commonwealth toward new technologies, he assisted traditional energy and agricultural capital.
He failed to protect the Commonwealth with his conscious decision not to resist
the cross-class coalition of local, national, and international interests that choked
Kentucky’s revenue base during the 1979 special legislative session. Whatever
good his administration did, perhaps his most enduring legacy was the fiscal crisis
he helped create for the next governor, John Y. Brown, Jr.
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NINE
Selling the State: John Y. Brown, 1979-1983
Kentucky Fried Governor
Fast-food restaurateur and professional sports team owner John Y. Brown, Jr.,
married former Miss America and television personality Phyllis George in New
York City on March 17, 1979. Reverend Norman Vincent Peale officiated. The
next week, while honeymooning, Brown decided to make a late entrance into
Kentucky’s May gubernatorial primary. He had a reputation as a gambler.
The Browns returned home, filed the needed papers, spent $2 million, and
won the nine-way race that included Bert T. Combs protégé Harvey Sloane of
Louisville; Lexingtonian Terry McBrayer, originally from Greenup County and
backed by outgoing Governor Julian Carroll; Chandlerite outgoing Lieutenant
Governor Thelma Stovall of Louisville who called the 1979 special session to cut
taxes; and western Kentuckian Carroll Hubbard of Mayfield (Graves County).
Brown, with his well-known name, won about 30% of the primary vote and beat
former Governor Louie B. Nunn in November with about 60% of the vote. Brown
based his campaign on two simple pledges: to run government like a business and
to develop Kentucky’s economy. It was that simple.
Was all of this a sign of the power of Peale-like positive thinking? Was it a
sign of Brown’s can-do salesmanship? Was it a sign of the rise of the “beautiful
people” of the 1980s? Or did this Kentucky blueblood—whose liberal father was
a fixture in Kentucky politics for four decades and who parlayed a $2-million
investment in Col. Harlan Sanders’ Kentucky Fried Chicken in 1964 into $25
million seven years later when he sold the business—buy the election using his
family name? It was not quite that simple.
Despite his claims to the contrary, Brown was intimately familiar with
Kentucky politics and politicians. His father, John Y. Brown, Sr., was a lawyer and
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long-time adversary of the conservative Happy Chandler. Noted as a maverick,
Brown, Sr.’s presence in Kentucky politics from the 1930s to the 1960s included
twenty races for the Kentucky House (six terms won); service in the U.S. House
in the 1930s; seven unsuccessful races for U.S. Senate; and one unsuccessful race
for governor. Brown Jr.’s mother, Dorothy, had dated John Sherman Cooper, the
noted member of the U.S. House of Representatives.
The future governor began to make political and business contacts at a
young age. These included Bert T. Combs and Edward F. Prichard, who served
on Council for Higher Education. Brown went to UK Law School with Carroll.
He was a member of Louisville’s exclusive Jefferson Club and the Jaycees. He
also had political connections with future Governor Wallace G. Wilkinson (19871991). Wendell Cherry, Humana Hospitals director, was a partner in his Kentucky
Colonels basketball team. Support also came from fast-food restaurateurs, energy interests, the United Mineworkers of America, and the Kentucky Education
Association.
As he grew up, Brown watched his father suffer defeat after defeat “because
he couldn’t bust the machine.” The experience affected him deeply, leaving a lasting distaste for politics. At Georgetown University in Washington, DC, on April
2, 1981, he told how as a boy he fantasized about getting even, telling himself,
“Someday I’m going to change the political system.”1
In his Inaugural Address, Brown took a conservative stance that grew out
of his perceptions of traditional values. “Those who work with us will earn their
way. . . . The goal of government will be to serve all people of this state. . . .” But
Brown could not escape his distrust for government, nor his unswerving belief in
the efficacy and goodness of capitalism and free markets. He told the Southern
Coal Conference in Cincinnati on October 23, 1980, that government was too big
and meandering, and then proposed a pragmatic government role that in reality
recognized and rewarded capitalist elites in a growing neoconservative world:
Our whole system is fouled up. Unless we give . . . incentive[s] to the American
business community where the dollars are, there are not going to be [any] jobs;
we’re not going to be able to compete with the foreign companies. We taught the
Japanese and Germany the free enterprise system, and we need to learn it back
from them because they’re doing a better job than we are.

Despite his tacit admission of dependence on concentrated wealth and the power
that accompanies it, and despite his pragmatism about a bourgeois welfare state
that assisted corporate profits, Brown claimed to be a true believer in free enterprise, the small-business kind of individualism. For him, pluralism occurred in
the markets, not in politics. As keynote speaker for the Conference on States and
Small Business in Dallas, TX, on December 10, 1980, he said,
The sky’s the limit for every individual who has the imagination and the initiative
and is willing to pay the price. . . . What built this country can be summarized in
two words: free enterprise.
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Brown told representatives of Rural Electric Cooperatives on September 11, 1980,
that the country was built on “allowing people freedom to develop their potential
to go out and work as hard as they want and make all they want to make.” Not
only that, small business was the economy’s salvation: “Our economy isn’t going
to change unless the small-business community goes to work to turn it around.”
These statements came from a man who then admitted to idolizing ITT chair
Harold S. Geneen, hardly from a small business. Yet, the entrepreneurial Brown
told the Georgetown audience: “I don’t have anything against big business except
they don’t have any imagination.”
The governor was a man of inconsistencies and contradictions. At heart,
he really believed in growth: Get bigger or get out. To this borderline neoconservative, the real enemy was government, with its bureaucracy and unnecessary regulations that harmed competition and eroded individual rights, freedom,
independence, and incentives to work or own a business.
Under the guise of backing small-business aspirations, Brown moved beyond
the measured centrist conservatism (at times uncertain neoliberalism) of Wendell
H. Ford, the businessman and professional politician who made taxes less regressive. Brown was also a businessman with political aspirations. He wanted
others from both large and small businesses to join in government based on the
predominant value of economic growth in the tradition of Keynesian activism focused more directly on assisting business profitability. In Dallas, he said business
leaders needed to work within the “political system so they can teach our brethren
what business means.” A few months later, he told the Louisville Chamber of
Commerce on April 1, 1981:
Our people understand that business is not a dirty word, money is not a dirty
word. There’s something that really is going to be the salvation of the future, of
education, our road system, our quality of life, and our ability to compete.

He was echoing words of four-term Ohio Republican Governor James A. Rhodes,
who played a significant role in upping the ante for competitive economic development in the Ohio River Valley and coined the phrase “profit is not a dirty
word in Ohio” in the 1960s and 1970s.2 And Brown’s own role? In his Inaugural
Address, he sounded like Ford:
I want to be a salesman for Kentucky in the marketplace, and I want to manage
state government in a business- and professional-like manner in the best interest
of all taxpayers.

His bottom line? He was quite different from Ford when he said at Georgetown
University:
. . . I don’t see any difference running the state of Kentucky’s government than
I did in running Kentucky Fried Chicken. We have about the same number of
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employees. You deal with people. You deal with organizations. You deal with
decision-making process[es]. The only difference is instead of trying to make
a profit, you’re providing service. Frankly, it’s easier because you don’t have to
compete for profit.

For Brown, government as business and service provider for taxpayers was not an
ideal of traditional democracy and pluralism. At the Southern Coal Conference in
Cincinnati on October 23, 1980, he called his cabinet a management team without a politician or a bureaucrat, defining his simplistic view of government: “I
would like to see more business-minded people involved in government because
that’s all it is, it’s business.” Unlike his predecessors, Brown had little to say
about democratic processes. Government was an administrative task to deal with
technical problems, and private interests, including citizens, could support the
government in its efforts to maintain the Commonwealth. In this way, perhaps, his
own brand of neoconservatism foreshadowed the idea of “legal democracy” that
protects people from arbitrary government.3
Unlike his father, Brown, Jr. was no liberal. Nor was he a traditional conservative. He was yet another inconsistent leader with distinctly neoconservative
leanings in the baffling and tangled weavings of the post New Deal political economy. Brown, the politician, clearly detested political processes. He told attendees
of the Southern Coal Conference: “I have a great resentment for politics.”
His view of politicians was that they only worked for self-gain. But he believed in the American Dream, which also is based on self-gain. And he was unequivocally pro-business, which also is based on self-gain for business owners,
executives, and stockholders. Repeatedly, he said he especially favored small
business, which is based on self-gain. Brown did not see money as evil; politics
and government were perhaps a necessary evil. Governance in a rapidly changing
world and a state strapped for cash were not that simple, as he soon found out.

Bringing Business In
It appears efficiency was more important to Brown than democracy, with all of its
messiness. But Brown brought his business connections into his Cabinet. In numerous speeches, Brown proudly trumpeted the absence of political cronyism in
his administration. He told the Louisville Chamber of Commerce that his administration no longer used “the old buddy system and the politics of who supported
me.” In reality, Brown instituted a new buddy system that included business cronyism. He tightened relationships between Kentucky’s bourgeoisie and the state
government.
Despite his protests otherwise, Brown’s administration still had its professional politicians, and there is evidence of considerable fragmentation and turnover within his inner circle.4 For example, George Atkins (who had withdrawn
from the 1979 gubernatorial primary) was Finance Secretary (later vice chair of
the Cabinet) and head of one faction. He was a professional politician who was
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State Auditor during the Carroll years and a former Hopkinsville mayor. In addition, he was Brown’s chief political strategist and later lost to Brereton Jones
in the 1987 lieutenant governor’s race. Party stalwart Cattie Lou Miller, whose
service dated back to Earle C. Clements in the 1940s and 1950s, was personnel
secretary.
Larry Townsend, Brown’s economic development chief, headed the business
faction; he left the administration in 1981. Townsend had been Brown’s friend
since the Kentucky Fried Chicken days, was Louisville Jaycees president, and part
owner of Hayes, Utley, and Associates insurance. W.T. Young, cabinet vice chair
and a Townsend ally, was a Lexington businessman (Young Moving and Storage)
and horseman, as well as a Humana Hospitals director and largest shareholder and
one-time director of Kaneb Services, an energy conglomerate. He worked for $1 a
year and resigned in 1981 from Brown’s cabinet and as a UK trustee after urging
state officials to approve Lexington’s Humana Hospital. Young, who had been
Spindletop president under Nunn, also helped set up and chaired the nonprofit
Kentucky Economic Development Corporation. Robert Bell, Ashland Oil vice
president and advisor to Combs, held several cabinet positions. Brown rehabilitated Breathitt’s strip-mining opponent, William Sturgill, naming him Secretary
of Energy and Agriculture. Besides Golden Oak Mining Company, Sturgill also
owned the East Kentucky Investment Company and the Fourth Street Tobacco
Warehouse and Fourth Street Fertilizer Company, both in Lexington.
In many ways, Brown’s cabinet was the “perfect” marriage of extractive interests and new capital. He even went so far as to build an advertising campaign
referring to the Commonwealth as “Kentucky & Company,” with himself as chair
and cabinet members as “directors.” Although Brown had said he was not worried
about image, he spent a considerable sum on public-relations consultants and was
considered for a while as presidential timber.5
Brown, like President Ronald Reagan, who was elected in November, 1980,
captured anti-government cynicism that flourished after Vietnam and Watergate.
His philosophy, like Reagan’s, was based on the optimistic myth of free enterprise
with an equal chance for all in the market. He appeared to be something of a
“cowboy” capitalist.6 His inclination, like Reagan’s, was to turn to the private sector to solve government problems, and he vastly expanded Kentucky’s economic
development policies to assist large businesses.
When Brown was elected, competition among states for the dwindling pool
of industrial jobs was perhaps at its fiercest so far, with a rapidly growing global
dimension. He was vocal in defining what needed to be done. At an Urban League
meeting in Lexington on October 16, 1980, he said his most important role was
“to preserve the jobs we have and hope we can create new jobs in the future.”
His statement encapsulated the concepts of capital preservation and government
assistance for business development, now based on fleeting hopes.
To counter the deindustrialization that was picking up steam in the U.S.,
Kentucky needed a strengthened policy to keep its industrial jobs and attract new
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capital. In the end, this meant increased debt and corporate welfare. Brown did
not buy into the neoconservative rhetoric when it came to debt. In his 1980 State
of the Commonwealth Address, he espoused a philosophy of investing now and
paying later because Kentucky’s industries were sound. This was an expression of
faith in future growth. Unlike Reagan, Brown was not opposed to tax increases,
but did not like them, preferring instead to spur economic growth. But his fiscal
life was complicated. He had plenty to say about this as forces such as soaring
interest rates, falling energy prices, and layoffs buffeted the Bluegrass State. In
addition, Brown inherited reduced tax revenues from Carroll’s disastrous 1979
special session. In the early 1980s, the national economy sagged deeply, choking
off other expected revenues. The Federal Reserve’s inflation-cutting strategy of
high interest rates buffered the idea of paying back debts with “cheaper” dollars.
Debt issues were extremely costly because of the historically high interest rates.
In his 1980 Budget Message, Brown, despite a burgeoning budget shortfall,
outlined his plan to expand economic development spending. Competition was a
constant theme in this and other speeches. His plan included foreign and domestic
offices to develop new markets for farm and industrial products and a reconstituted Kentucky Development Finance Authority to stimulate local growth and
tourism. As Brown noted in his Kentucky Educational Television address, the
economy was slowing, with problems in the auto industry because of Japanese
imports, alongside housing and coal issues.
Brown had plenty of public support for job creation, especially in rural areas.
A General Assembly report on the quality of rural life (SCR 35, 1978)7 included
an agrarian proclamation, with a clear agenda that also emphasized rural development, including housing, water, and solid-waste disposal. The survey of 3,500
Kentuckians (done in 1975 and used as the basis for the report) revealed jobs were
their top concern.8
Brown committed himself to competing for jobs when he became governor.
The polite gentility of Happy Chandler and Bert T. Combs a generation before
was long gone. Brown echoed and went beyond Edward T. Breathitt’s “Jolly
Rogerism” when he told the Kentucky Chamber of Commerce in Louisville:
Whatever we have to do, whatever the legislation is to compete, and I’m talking about good business, I’m not talking just industrial growth for the sake of
growth, but our people need jobs, they need more investments, they need a
greater opportunity. And we have it here to sell.

Brown substantially broadened Kentucky’s economic development policy, while
seeking at some level to address class inequity and uneven development. He noted
in his 1982 State of the Commonwealth Address that he wanted to create and
help small businesses and spur development in the Appalachian Mountain counties, the west end of Louisville, and in rural areas. The overall social welfare of
job creation justified government’s role in helping to make businesses, whether
small or large, profitable. Brown captured the essence of unification and a sense of
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economic pluralism when he sounded familiar themes voiced by his predecessors
at the AFL-CIO convention in Louisville on October 6, 1980:
I want to be pro-business if pro-business is going to be pro-Kentucky and if probusiness is going to be pro-labor to give our people better jobs, more pay, and
a better quality of life in the State of Kentucky. Because, after all, we can’t be
short-sighted. I’m elected to be the voice of all Kentuckians.

Until the mid-1970s, economic and industrial development bills tended to pass
with few amendments. The General Assembly, with its Democratic leadership,
began to exercise more independence during the Republican Nunn’s term. With
the mountain revolt under Ford and growing fragmentation during Carroll’s term,
the legislature, still dominated by Democrats, became more vocal. Brown gave
the General Assembly a freer hand than his predecessors.
In his economic development policies, the governor continued to “balance” agriculture and industry as he sought unity around his imperative to attract and preserve capital so Kentucky could grow, develop, and compete. In the
go-go days of the 1960s and early 1970s, especially, the job-creation strategy
seemed to bring tangible results, weaving together class interests with the promise of boosting income and leveling uneven development. During Brown’s term,
deteriorating conditions forced even broader development policy, with elusive
results.
Brown was hardly reluctant when it came to development. In the face of
the fiscal crisis he inherited from Carroll, Brown, like Reagan, adopted a risky
strategy of taking on more debt to keep the government moving. His application of Keynesian activism in a neoconservative context may be seen as desperation in the face of economic, political, and ideological crises, fragmentation,
and polarization. At the state level, Brown, like Reagan, implemented what really
amounted to a trickle-down program financed by expanding government spending and favorable tax policies to bolster business profits. This meant building
more physical infrastructure and offering even more incentives to attract businesses. The neoconservative economic pump priming focused on the business
elite, potentially to create jobs—a neatly woven tapestry of commonwealth. But
the Brown plan’s debt element raised hackles of legislators.
For example, in 1980, HB 462 ended up in a conference committee. Originally,
the bill changed the definition of an industrial building; specified that city or county ordinances authorizing revenue bonds must set out loan or sale payments; gave
quasi-government air boards and riverport authorities the same powers as cities
and counties for financing industrial buildings; provided that negotiable bonds
used to finance industrial building acquisitions did not constitute indebtedness
to cities or counties; and made bonds payable from revenues generated by the
building. The bill was subjected to a hodgepodge of amendments that challenged
Brown’s broad definition of industrial building; the authority for non-elected air
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boards and riverport authorities to contract debt; oversight and accountability for
debt; eminent domain; and the nature of economic development.9
Brown was not speaking lightly when he promised he would take all legislative steps necessary to get economic development laws enacted. His bill broadly
defined “building” or “industrial building.” The definition Brown inheriited was
one paragraph; his new definition took more than a page and included a broad
range of activities. Here was a case of “something for everybody,” a form of
politics Brown claimed to detest. Of course, he signed the measure because
“something for everybody” was intended for business development.
Table 9.1: Defining ‘Industrial Building’ in HB 464, 1980

New language

Old language

Any site, structure, or facility acquired
by a local development agency to be
held for sale or lease to an enterprise as
an inducement for businesses to locate in
communities.

Any site, structure, facility, or undertaking
connected with an industrial or manufacturing enterprise established by a local development agency, including an industrial
subdivision project or riverport authority.

Source: Kentucky General Assembly. Legislative Research Commission. Acts of the
General Assembly. Frankfort: Kentucky General Assembly, 1980, p. 1106-1107.

In 1980, HB 464, which was crucial to Brown’s program, changed the KDFA
legislative preamble to add business promotion to its purpose. It also changed
the definition of an industrial building project. Table 9.1 shows the new and old
definitions side by side. It clarified the language while broadening the purpose.
The measure passed the House 89-6. A Senate committee amendment required
that KDFA applications be approved by the local development corporation if there
were one, or by local government. A Senate floor amendment required KDFA
to determine the fiscal impact of proposed projects on community public facilities and services. The bill passed the Senate 24-7; the amended version faced
noticeable House opposition, passing 58-21.
Both HB 462 and HB 464 had negative ramifications for small businesses,
contradicting Brown’s support for entrepreneurial enterprises. Journalist Paul
Gigot noted that one effect was to allow state funding for national retailers. Small
business owners were furious and demanded changes.10 In 1982, Brown accepted
modifications to his broad-based redefinition of buildings for economic development with HB 493. The legislation was a something of a victory for small
business. It passed the House 74-12, and the Senate 34-0.

Turning His Face to the ‘Rising Sun’
International trade also was on Brown’s mind. One of his most important
economic development efforts involved establishing a trade office in Tokyo. It
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played a central role in bringing Toyota’s operations to Kentucky in 1985 during
the Martha Layne Collins administration.
But even as Brown sought increased international trade, several legislative
bills expressed reactionary and xenophobic tendencies toward globalization.
In 1982, SB 367, introduced by Nelson Allen, whose district included Armco’s
Ashland works (Boyd County), would have required public agencies to use only
U.S.-produced steel unless it was impossible to do so. The bill passed the Senate
34-0, but died in the House Natural Resources and Environmental Protection
Committee. Allen also introduced SR 44, which passed the Senate, to urge the
President and Congress to enter into fair trade agreements for American-made
steel and automobiles. HB 419, with 24 sponsors, would have required public
agencies to purchase American-made vehicles and given Kentucky dealers a 5%
price break on competitive bidding, with an additional 3% to Kentucky dealers
whose bids covered Kentucky-made vehicles. HB 803 would have required government agencies and businesses and organizations supported by public funds to
buy American products, with medical and scientific supplies exempted. The measure passed the House 64-19, but died in the Senate. HB 461, with 13 sponsors,
would have given a 5% preference to Kentucky bidders when competing with
nonresident firms on bids for sales of commodities to state agencies and local public agencies, and given preference to Kentucky bidders over nonresident firms. It
died in committee. In 1980, SB 28 would have prohibited businesses where the
majority of officers were nonresidents (including aliens) from owning or controlling more than 10 acres of Kentucky farmland, but would have exempted land
acquired for conversion to nonfarm use. The bill was recommitted to the
Agriculture and Natural Resources Committee.

Persistent Uneven Development
President Reagan claimed his “New Federalism” would return power to states.
In Kentucky, Brown sought to give local areas more control over economic
development, possibly in response to conflicts during the Ford and Carroll administrations. In addition, he was aware of historic threads of local resistance
to development, which, because of the shape of the Commonwealth’s economic development policy, now seemed to be under control. He told the Louisville
Chamber of Commerce that he believed
all of our communities go through a transition where the old establishment sort
of wants to keep it like it is. They don’t want maybe the threat of new people coming in, new leadership, but I think we’ve broken that barrier in every
community in this state, and it’s important.

The governor was, at heart, a positive thinker, a trait that perhaps distinguished
him in some ways from some neoconservatives of the time. He told the Future
Farmers of America in Louisville on June 12, 1981, that too many Kentuckians
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were suspicious and lacked confidence about opportunities, seemingly a tiny echo
of President Jimmy Carter’s “malaise” speech of July, 1979. At the Kentucky
Bankers’ Association on September 15, 1981, Brown, who was so negative about
government as a democracy, accentuated the positive method of industrial development at the state and local levels, “identifying with the business community—
that we want you.” He again noted how leadership “has now the attitude, and, I
think, the vision necessary to attract business throughout this county.” He then
accepted wisdom that business development is
going to be good for that community. I think we changed from perhaps the attitude of the ‘70s, the ‘60s, the ‘50s, but understand that business is good. It does
create jobs. . . . And it does help the quality of life for the future of our state.

Of course, attitude and leadership weren’t everything. Brown also stressed the
importance of state-local relationships. He told the Kentucky Association of
Counties in Owensboro on November 12, 1980, that local officials were part of
the management team of state government because so much of our money goes
out into your counties, and we have to have an effective working relationship if
you’re going to be successful, and we’re going to be successful.

Brown recognized the beginnings of federal government devolution and was
passing responsibilities to communities, perhaps in an effort to reduce fragmentation. At the same time, he believed it was best if the state worked with local
governments in something of a planned, holistic approach to development. As he
told county association members, “We need to be intelligent, to plan with local
leadership how we’re going to build the roads and sewers and the health centers
and the right educational facilities to provide for the expansion.”
Unlike Carroll, Brown saw development as more of a community problem.
At Morehead State University on September 28, 1981, he said: “It’s not our place
to come in and tell you what kind of businesses you want to have.” He later noted:
“After all, the life we live in this county or any other county is up to the leaders.
No one else is going to get it done.” Brown, true to his business background, did
believe in a hierarchy. The state might not dictate, but local business representatives could. This was one ramification of HB 462 (1980) to expand the powers of
riverport authorities and air boards. Members of these agencies were not elected;
they represented local, private development interests.
Brown saw the need to spread development more evenly. He was unsuccessful,11 despite all of the expanded legislation. His Nunn-like program, “Gearing
Up for Progress,” was to help communities create jobs by linking the private
sector, businesses, bankers, and industrialists to help cure community problems.
The state was to coordinate, matching private sector expertise with community
problems. If the program got off the ground, it did not last. A document outlining
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the proposal in a Council on Agriculture file at the State Archives acknowledged
just how deep Kentucky’s rural community problems were:
Kentucky . . . must take a back seat to no one when it comes to job creation,
economic growth, industrial development. . . . There remains a need to help
ALL communities having the slightest hope of attracting new commercial and
industrial activity to increase their capacity to become self-sufficient in selling
themselves in the job development market place.

Brown also recognized uneven development in his 1980 State of the
Commonwealth Address, noting that the energy crisis and the cost of travel drove
federal program financial incentives toward urban development. He added that he
was excited about
what we can do with all our small cities that are there on the threshold of growth
and development. I [have] long believe[d] that if you don’t grow your regions,
you can’t compete.

This thinking represented a slightly different emphasis in Kentucky’s development policy, but not necessarily a shift from community development. The approach, however, did recognize the importance of “growth poles,” regional
centers that might enhance development possibilities.
But, like Ford and Carroll, Brown had difficulty uniting fragmented regional
interests. For example, in 1980, HB 970 set up a Local Government Economic
Assistance Fund in place of the Coal Producing County Development Fund, doing away with the local Coal Severance Economic Aid Fund boards. Even though
it gave the boards wide latitude, the bill was controversial, subject to a relatively
high number of opposing votes. It demonstrated how Brown and state officials
equated improved environment and quality of life mostly with bricks-and-mortar
projects. In its final form, 30% of the funds were to be used for the coal haul road
system. The other 70% were to be spent on priority projects such as public safety,
including law enforcement, fire protection, and ambulance service; environmental protection, including sewers, sanitation, and solid-waste disposal; and public
transportation, including mass transit, streets, and roads. These rural development
funds also could be dedicated to social infrastructure, such as services for the poor,
aged, and handicapped; libraries and educational facilities; health; recreation; and
vocational education. Funds also could be used for industrial and economic development and government management. Including unincorporated areas for funding
was a new idea. It appeared to be another something-for-everyone measure that
Brown had criticized in other situations, yet it also recognized the importance of
multi-faceted rural development beyond the coal industry’s needs.
In 1982, HB 816 became a perfect, if extreme, example of regional and class
fragmentation in reaction to HB 970. The measure’s 32 sponsors, mostly from
the Golden Triangle, originally sought to distribute coal severance-tax funds for
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development to all counties, rather than only to coal producing, coal impact, and
mineral producing counties. It was an attempt to keep the status quo of uneven development, rather than sending revenues back to coal-producing counties, which
tended to be Kentucky’s poorest. Fifty amendments, many loaded with biting sarcasm, were used to kill the measure. Most amendments came from mountain legislators. Even though some amendments offered comic relief, they also expressed
legislators’ frustration over fragmentation and uneven development.
Kentucky’s economy had spurted in the 1970s, temporarily easing some aspects of uneven development. Massive out-migration ended, and residents were
returning to many places.12 Decade’s end saw a different picture emerging. The
national economy was heading into a major recession as interest rates started
to rise because the federal government needed to attack inflation. Effects of
Carroll’s 1979 property-tax cap were immediate. Inflation-adjusted general fund
revenue fell almost 10% between 1978 and 1979 and another 11% between 1979
and 1980.
Brown, who said he disliked big government, got his wish, and was forced
to cut spending. In his first biennium, he mandated three budget cuts to meet a
$1-billion revenue shortfall. Of course, the governor did not have to make a profit,
but he did have to stay out of debt. The deep recession destroyed 1982 revenue
projections. The shortfall was merely $300 million as Collins took office in 1983,
despite two more budget cuts. In addition, Reagan’s “New Federalism” meant less
federal aid for the state, as well as turning programs over to states without federal
aid. Despite his complaints, Brown made no effort to repeal Carroll’s tax cut.
Clearly, the debt-ridden state needed to raise additional revenue. In 1980,
hard times forced the inconsistent neoconservative governor to seek new ways to
keep running his “efficient government.” The solution was a minerals severance
tax. HB 968, with five sponsors, was to levy a 7.5% severance tax on the gross
value of natural gas and 5% on minerals besides coal. It also increased the state
crude-petroleum tax from 0.5% to 7.5%. The bill exempted agricultural limestone.
HB 968 ran into resistance, but Brown successfully asserted his power. The
debate found legislators pleading the cases of various extractive sector fragments.
The ball-clay processing exemption was an act of capital preservation to assist
firms in several eastern Kentucky counties that were home to this declining sector.
In its final form, the measure also made the petroleum levy a state tax, eliminating the 1% crude oil tax that counties were allowed to impose to finance roads,
schools, and other needs. Apparently, Frankfort needed the revenue more.

Of God and Coal
Brown emphasized economic development in many forms, but, following Carroll
and Ford, coal continued to have a central policy role in capital preservation
and economic development. While other energy sources, such as oil shale, also
received attention, the coal bourgeoisie’s hegemony remained strong, bolstered
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by consistently favorable treatment. The governor’s staffing decisions only added
to the hegemony that had been fueled by rising energy prices in the 1970s.
But the timing for Brown’s energy policy decisions could not have been
worse. The U.S. and other industrialized countries reacted forcefully against soaring prices driven by a global energy crisis. When the Federal Reserve, for example, hit the brakes by pushing interest rates rapidly upward after September, 1979,
no, one, including Brown, apparently did not have a clue about its likely effects
on the energy sector. The governor executed aggressive plans to assist the energy
bourgeoisie on numerous fronts, but by the end of his term, the sector was deep
in the doldrums. Extractive industries, particularly coal and agriculture, were hit
hard by increased interest rates, but both had been part of the inflation problem.
The resulting widespread misery of unemployed workers also produced risks,
but bourgeois unity over preserving capital accumulation predominated during
Brown’s tenure.
Like Carroll, Brown had an abiding faith in coal. He incorrectly predicted
to legislators in his 1980 Budget Message that coal sales in the immediate future
would be “the greatest stimulus to Kentucky’s economy.” On August 19, 1980,
even as the overall economy was unraveling, he told the Kentucky Coal Policy
Council that other forms of economic development across the state were small
“compared with what we can do in the coal development alone. And so this is the
area I want to spend as much of my energies, as much of my support that I can.”
The governor’s enthusiasm for preserving extractive capital was almost
unbridled, as he pointed out at the Southern Coal Conference:
When I think about coal, I don’t think of it as black. I don’t think of it as dirty. I
think of coal as beautiful, certainly the greatest opportunity Kentucky’s ever had
now with the energy shortage we have at the national level. God’s been good
to Kentucky, because He’s given us more coal production and more coal reserves than any other state. And it’s going to be my responsibility in every way to
maximize the potential of this opportunity.

God may have been good to the Commonwealth with coal, but human history
raises enough questions to suggest major flaws in Brown’s wisdom. Kentucky’s
coal-producing counties were among the poorest in the Commonwealth and the
nation, facing continuing impacts of long-run uneven development, despite improvements in the 1970s. The 1980s were bust time. The worldwide economic
downturn made a quick shambles of the energy industry, including OPEC. As
events turned, the Reagan administration, with its distaste for certain forms of big
government, backed away from alternative energy, including coal-based synfuels
that might have bolstered profits.
It is clear that Brown badly misjudged the trends. He again echoed Carroll’s
words when he told the Coal Policy Council that Kentucky would take the lead
to solve its energy problems and build its long-run economy. But times were
different. On one hand, the governor recognized the need for a broader economy
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in the coalfields. He promised an aggressive approach of land acquisition and
involvement with private enterprise, adding
Otherwise, we’re going to continue to have [economic] peaks and valleys, and
our people in the mountains have no continuity or no future or no job market to
look forward to.

This statement contained an unintentional parallel reference to surface mining.
Ironically, Kentucky had already fought major battles over strip mining, which
was still removing peaks and filling valleys with overburden. But Brown’s overall energy policy suggested a delusion of grandeur in Frankfort. The world-wide
energy complex could choke national economies, and state economies were
even less powerful. There was no way that the state could dampen global market
fluctuations. Even if Brown had any power, he was woefully behind the times;
the “free” market of energy production were poised to crash even as he was
addressing the legislature and coal executives in 1980.
Brown’s contradictory and inconsistent neoconservative beliefs came from a
distorted sense of history and political economy. The myth of trickle-down economics ideology promises that wealth and social well-being naturally flow from
market activities that create jobs. As with all myths, there is some truth. Good jobs
can certainly raise the well-being of individuals, their communities, and the state.
But the governor seemed blind about the realities of the coal industry’s continuing mechanization that had eliminated thousands of jobs and worsened poverty,
In addition, concentrated outside ownership of mineral and production resources
limited benefits to the state and its communities. It siphoned capital away from
the state and permanently depleted natural resources. In reality, government was
not the problem. It was only part of the problem, which was not only political, but
also economic. So, Brown abandoned his neoconservative rhetoric to favor the
liberal notion of government planning, still with the old hope of creating jobs and
better communities, telling the council:
Kentucky has always been a state with great opportunity. But we’ve never really
had a plan of what we’re going to do with coal to make it sound, to create a good
quality of life for our citizens across this state and to build a better economy to
where people have steady jobs and where the state can produce revenues to go
back and build these communities. We’ve got a lot of planning to do. . . . And
we have to be prepared with health centers, and schools, and roads, and sewage,
and water.

The governor’s neoconservative side also emphasized cutting red tape. But
the problem was far more complicated than regulations, which Brown told
the Southern Coal Conference “have about destroyed the coal industry,” making it “too difficult for the small entrepreneurs to make it in the coal business.”
Changing global markets, along with federal energy and inflation policy, caught
Brown off guard.
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Farming Reluctance
During his term, Brown had little to say about agriculture, other than to frequently
note its importance to Kentucky’s economy. This was uncharacteristic of a governor who worked so hard to broaden economic development. Brown considered
himself a Jeffersonian, telling the Future Farmers of America that the state had a
great farming tradition and that it was honorable work. Brown knew of the importance of building export-based agriculture, but he never clearly worked out a farm
program and really did little for farmers. This suggests that most farm legislation
originated in the legislature, and Brown, if he liked it, signed it.
In 1982, HB 533 cracked the biased bastion of the Kentucky Tobacco
Research Board by adding a member of the medical profession, requiring the governor to appoint members, and requiring quarterly reports. The bill passed both
chambers easily. Signs of farm-sector trouble also were evident by 1982 with a
farm credit study (HCR 82). Treatment of farming marked a policy contradiction.
Brown and Carroll believed the state could dampen energy sector fluctuations, but
Brown, especially, was reluctant when it came to aiding farmers, even as the farm
crisis of the early 1980s was exploding.

Truth or Jest? ‘Anti’ John Y. Brown, Jr.
Brown’s simple message as he ran for office in 1979 was strikingly similar to the
one Ronald Reagan used in his 1980 presidential campaign, especially when it
came to creating the appearance of a disaffected outsider. In fact, Reagan could
just as easily have mouthed two of Brown’s laugh-getters in remarks to the
Chamber of Commerce in Maysville (Mason County) on September 24, 1981.
Of his successful run for governor, Brown joked: “I hadn’t worked for seven or
eight years, and I needed to get into some kind of productive role.” Brown apparently didn’t take himself too seriously. He added: “I didn’t have a very complex
platform because I didn’t know much about government.”
As the cliché goes, many a truth is said in jest. Given Brown’s contradictions, his anti-government rhetoric, the initial superficiality of his analyses of state
problems, and the narrow nature of his policy prescriptions, it would be all too
easy to write Brown off as a lightweight. Pearce said Brown had no theory of
government.13 But whether Brown “didn’t know much about government” or had
no theory of government is not really the issue. Whether critics like it or not, with
the exception of energy, he effectively accomplished his economic development
goals of poising the state government to attract and assist new waves of outside
capital in the midst of a deep national and global fiscal crisis.
Brown also tried some new ideas. His direct involvement of business managers in appointed positions marked a new possibility for government, with the
potential risk of increasing business control in Frankfort even more. In that sense,
he definitely wove neoconservative threads, and state government would never be
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quite the same. The contradictory Brown conjured up threads of populism with his
anti-big-business rhetoric. Yet, his economic development programs were mainly
those of big state government in bed with big business in a global economy.
Brown’s businesslike “theory of government” may not have been sophisticated, and it certainly didn’t account for the messiness of Democracy with a
capital D. But it had a practical outcome for Kentucky’s elites in big and small
businesses. The budget crisis resulted in the downsizing of the number of state
workers. It took activist government to assist big business, especially to attract it from overseas. This became apparent several years later. The quiet wooing of Toyota began after the governor’s administration established an office to
represent Kentucky in the Far East.
Brown seems to have grown in office. Being governor certainly changes
those elected, but often it is hard to discern those changes. This was not so with
Brown. He certainly maintained his individualist philosophy of free enterprise
and the pluralism of markets. But he began to criticize Reagan, perhaps even “outReaganing” the President. At the Kentucky Chamber of Commerce in Louisville
on April 1, 1981, Brown said he thought Reagan had the right approach to government. At a Government to the People meeting in Floyd County on September 28,
1981, in the heart of the state’s Republican territory, the inconsistent Brown said
Reagan was not reducing government waste, only shifting the responsibility for
social programs to the states. Was this a change of heart, or just political savvy?
It is hard to say.
By this time, however, the recession was beginning to hit Kentucky hard, and
effects of federal and state cutbacks were beginning to sink in. Brown blamed
Reagan and the federal government for seeking economic growth in the wrong
places. Speaking to the Owensboro Chamber of Commerce on February 14, 1983,
he said small businesses, those with fewer than 500 employees, offered the best
opportunities for expansion. Noting that big companies were no more effective
than big government, he said financiers needed incentives to help small business
raise capital. In fact, he suggested tax credits for small-business development.
Perhaps he was against big government and big business. But the same Brown
wanted to facilitate larger business profits by allowing cross-county bank ownership. He told the Kentucky Bankers’ Association in Louisville on September 15,
1981, that he favored moving state funds to New York to get higher interest rates.
He later changed his mind.
Brown never ended his love affair with coal, but he also seemed a bit reflective about its impacts on Appalachia. At Morehead State University on September
28, 1981, he raised an important point, one seldom voiced in public by members
of the Commonwealth’s elite, at least in then-recent times:
I guess if I’ve got any major concern, it’s the mountains of Kentucky. . . . I
do feel the coal business in the mountains ha[s] a moral responsibility to every
community involved. . . . to help, to participate, to set up these small businesses,
and to help other industry get located in order to give all the jobs to our people
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when and if coal ever runs out and for those that don’t want to get into the coal
business.

That same day in Floyd County, he suggested the possibility of light industry
and crafts. In fact, he and Phyllis George Brown probably did more to promote
Kentucky crafts than any administration since Combs. On financing crafts, he
said: “If need be, we’ll go to the coal companies, raise money in order to leave
some money here to create new industry and new jobs and development.”
A cynic would comment that Brown was merely saying what people wanted to hear. It’s possible. But for someone in Brown’s position to even say that
coal companies had a moral obligation for Appalachian community development
was, on the face of it, radical. It was hardly an endorsement of a survival-ofthe-fittest free enterprise. Maybe being in office did change Brown. Of course,
most coal companies still shunned community development, but, as Harry Caudill
noted, several energy companies made major contributions to state educational
institutions during the 1980s, perhaps for the first time.14
Brown’s statements raise the possibility that there was more to his thinking than meets the eye. Maybe, just maybe, there was a slim thread of suspicion
that business, especially big business, could not solve all social problems. Even
so, there can be no doubt that the practical outcome of his policies was to assist
Kentucky’s business climate in extremely tough times.
Rhetorically, at least, Brown seemed to favor the underdog, a liberal trait. But
his legislative record does not back it up. Several bills aimed at small businesses
did not get through the legislature. To his credit, he got an income-tax cut for
small businesses in 1980 (HB 499). He also sought a tax-cut for individuals, but
the legislature did not go along. The design of most of his development programs
favored bigger businesses. If he had really favored the business-owning petty
bourgeoisie, he might have paid more attention to government as a pluralistic
democracy instead of as a business operation.
One analysis of the 1980 legislative session said workers with annual incomes
under $25,000 a year (“Johnny Six-Pack,”) were hurt by Brown’s increased taxes,
worker compensation legislation that lowered benefits, failure to pass an incometax cut, reduced services, and $500 million in debt. A sign of rising neoconservatism and reduced costs for doing business, passage of HB 864 cut worker compensation benefits payments by 27%; the bill even went so far as to cut payments
to the permanently disabled. Between 12,000 and 15,000 demonstrators showed
up in Frankfort to protest. State Rep. Aubrey Williams, D-Louisville, expressed
discouragement and disappointment that the legislative session offered so little
to regular citizens and workers, but paid considerable attention to businesses and
special interests.15
But life at the top was a bit different for the elite. If nothing else, the stylish
Brown could throw parties. The former businessman held lavish receptions for
businesses in New York and Los Angeles. He also visited top executives of every
Fortune 500 company in his search for suitors to help build Kentucky’s economy.16
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Here was the neoconservative Brown, the head of “Kentucky and Company” who
saw government as a business that managed revenues and developed technical
solutions to problems. The solutions favored the entrenched, but fragmented business elites under the guise of unification through jobs creation. This was all part
of the inconsistency of John Y. Brown, Jr. He was no intellectual. It appears he
became more thoughtful about issues during his term, but his analyses remained
shallow and off the cuff, blinded by myths such of free enterprise, the greatness of
the coal industry, and the necessity of helping business profitability.
In Brown’s world, state aid for capital accumulation helped the “little guy.”
He told the AFL-CIO: “. . . I’m a booster of the little person having a chance to
compete in the market place because usually they can do it better than the big . . .
corporate companies.”
Maybe his biography of building a massive food company that depended on
unskilled, low-wage workers blurred his vision, but Brown, who was an entrepreneur from his youngest days, failed to see that he had made a fortune partly
because he was born into a privileged Kentucky family that gave him contacts and
funds to invest.
A passage in his speech to the Urban League reveals another neoconservative
side of Brown. He had stepped in to deal with labor problems at General Electric
in Louisville. After mentioning meetings with the presidents of General Motors,
Ford, IBM, American Standard, and GE about what the state could do to preserve
jobs, he believed they had expressed an interest in Kentucky. He then went to
union leaders:
We had some problems with General Electric. We’ve already taken steps to talk
to the union, along with some of the problems we’ve come to face. They have
a much more positive attitude about the development of General Electric in the
future.

In reality, Brown was making a veiled threat to workers: Cooperate, or lose your
jobs. Even potential worker unrest threatened unity, capital accumulation, and, in
a global economy, the social welfare of workers and the Commonwealth. Brown
did not want unrest. He understood the balance of power—who held the resources
to create or destroy jobs in a wage-based global economy. Given his view of his
role, Brown wanted unity and job (capital) preservation. Workers would have to
give.
If Brown’s role was tenable, at times it must have seemed barely so. Once he
entered politics, Brown, the former businessman, had to work with the bourgeoisie and petty bourgeoisie from a different place. It was their hegemony, and he had
helped empower it. But that hegemony remained uneasy at times, and Brown was
in the middle. This probably explains his testy remarks to critics who took him to
task over his flight home from a European vacation on a corporate plane owned
by Diamond Shamrock, a coal firm with substantial Kentucky landholdings. He
told AFL-CIO delegates: “. . . [I]f the business community wants to entertain the
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Governor of Kentucky, the Governor of Kentucky is going to be there to entertain.” There was truth in this remark, much as Ford had been truthful about his
relationships with coal and tobacco executives.
Brown also was somewhat in the middle with the General Assembly. He did
fairly well with the increasingly independent legislature in his own, laid-back
way. The consummate salesman made a deliberate effort not to hard-sell his program; unlike previous governors, he was not the arm-twister. By allowing the
General Assembly more power, he may have been more democratic than his
strong-governor predecessors, whether liberal or conservative. His view of democracy, however, was based on a tacit assumption of a distant electorate. He was
not exactly anti-democratic. As Pearce observed, government was for the people
(at least some of them), but not necessarily of and by the people.17 The opening of
some sense of democracy in the legislature offered a curious contradiction, benefiting the Commonwealth’s fragmented upper classes, and potentially offering
an outlet for democratic impulses of the lower classes. In reality, however, like
President Reagan’s neoconservative interpretation of democracy, it represented a
pluralism of the fragmented elite.
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TEN
Global Imperatives: Martha Layne Collins, 1983-1987
Facing the Competition
As she tried to diversify Kentucky’s economy, Governor Martha Layne Collins
altered Keynesian activist economic development patterns established since
Wendell H. Ford’s tenure in the early 1970s. With a $300-million shortfall in
funding for budgeted programs inherited from the John Y. Brown, Jr. and Julian
Carroll years, Collins, like other governors before her, reneged on her no-newtaxes promise. The state’s fiscal ills in a bad economy with tax caps were serious.
A former educator, Collins explicitly linked education with economic development; the state had to provide assistance to adapt the workforce to changing
times. While Brown had made some quiet movement toward education reform
toward the end of his term, Collins put education at the head of her agenda. Her
efforts closely followed on the release of a report by President Ronald Reagan’s
administration, A Nation at Risk.1 The report, which warned of a rising tide of mediocrity in the nation’s schools, put education reform front and center. It became
the foundation for federal school reform efforts into the twenty-first century and
also helped shape the direction of state-level school reforms.
When Collins moved into the governor’s office, major problems included a
painfully slow climb out of a deep economic trough. She faced historically high
interest rates; continued uneven economic development; legislative independence
and political fragmentation; and a generally poor education system that was inadequate and inequitably funded. Unemployment and poverty were high. The coal
industry had crumbled. Farmers faced a major national and global crisis.
Kentucky’s recovery from the early 1980s recession was slow. In constant
dollars, per-capita income declined in 28 of the state’s 120 counties between
1980 and 1986, according to the University of Kentucky Center for Business and
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Economic Research.2 Most counties with declining per-capita income were in
Appalachia. In 1987, 38 counties had unem¬ployment rates over 12%, according to the report. This compared with 47 in 1986.3 Most counties that dropped
below 12% unemployment in 1987 were in central and western Kentucky, not
in Appalachia. The Problem Crescent from Appalachian Kentucky to western
Kentucky continued to challenge the Commonwealth’s policymakers.
Growing domestic neoconservatism, with its anti-government premises fed
partly by poor economic conditions, continued to erode the faith of the body politic in government. Even so, Collins was a marked change from the contradictory
Brown, who leaned mainly toward neoconservatism. She was more than a positive thinker. She exhibited faith in government. Unlike Brown, she was clearly in
the neoliberal mold, and, like Brown, sought to use state government to bolster
Kentucky’s competitive position by enhancing its economic prowess. Also, unlike Brown, she emphasized building the skills of the state’s workforce from the
outset.
On January 14, 1986, shortly after her inauguration, Collins told the Louisville
Chamber of Commerce: “We’ve had to face some hard facts about our economy,
namely that we cannot continue to rely heavily on our agriculture and coal industries.”4 She articulated a major issue lurking behind policymaking over the
decades. In the mid-1980s, economic realities did not favor extractive industries.
Nor did they favor traditional industrial development. Federal monetary policies,
urbanization, the transition to a service economy—all part of the changing terms
of the global political economy—had a tremendous impact on her policies.
To Collins, global competition demanded change. She believed her role was
to prepare for the next century. Globalization put Kentucky into what Collins
called a “world trading community.” But it was a highly competitive community.
Collins did not advocate revolutionary changes. The then-current phase of globalization and its concurrent sociocultural system of neoconservatism and neoliberalism were still taking shape. She merely stretched Kentucky’s economic policies to meet global competition. Her recognition of the importance of education,
which had not been prominent since the Carroll and Ford administrations, was intended to help the Commonwealth meet the competition by developing a flexible
workforce. Speaking to the Economic Development Conference in Lexington on
July 31, 1985, Collins outlined terms for taking part in this global “community”:
We all must go the extra mile to adapt and improve production, to search out new
markets for our products and services. We must be competitive. We can work
toward greater efficiency. We can employ the latest technology and processes.
We can seek to end barriers to trade in the U.S. and abroad. But, in the end, the
real challenge is to remain competitive. One way we can remain competitive is
to work together. I believe . . . that state government and local government can
encourage a climate where innovation and expertise can be marshaled to serve
development.
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Collins wanted the state to continue to use capital for projects to attract new business and plant expansions that would increase corporate profitability. Perceptions
of change and competition were the defining terms for government and business
innovation, progress, and growth. The stakes for Kentucky appeared to be higher
than ever; the world demanded free trade, efficiency, and the latest technology.
To Collins, the best way, the most efficient way, was cooperation among various
levels of government and the elite private sector to increase private profits with
the hope of creating more high-paying, knowledge-based jobs.
Collins, like governors since Edward T. Breathitt, wholeheartedly endorsed
aggressive economic development, but she did not offer many new bills during
her first legislative session in 1984. Instead she focused on education. In a speech
that was clearly a sales pitch to the Industrial Development Research Council
in Louisville on May 13, 1985, after the legislative session had ended, she, like
earlier governors, sought unity of purpose:
Kentucky is serious about this matter of development. Just how serious are we?
We are serious enough to have a Commerce Cabinet staffed with executives who
understand the needs of large corporations and small businesses. We are serious
enough to have established a strong, cooperative relationship with the private
sector through which state officials and leading business executives have worked
closely together. . . . We are serious enough to help underwrite training programs
for specific jobs and offer the service to business through our Blue Grass Skills
Corporation. The idea is to help firms adjusting to new technologies and changing markets, or to let a prospective investor know we will go the extra step to
ensure that they [sic] have the work force they need. We’re quite proud that
Kentucky is one of only four states with such a training program.
We’re serious enough about economic development to have established a
one-stop permitting office in our Commerce Cabinet. . . . We’re serious enough
to have created an Office of Business and Technology. . . . We are serious enough
to have established the Governor’s Labor-Management Council. We were the
first in the nation to do so. . . .
Since we are serious about economic development, we recognize that, as fast
as technology is changing, it is the human mind that makes a difference. This
age puts a premium on intellect and knowledge. This age puts a premium on
education. And we are moving on the educational front. . . . Kentucky is preparing itself for this age by building a work force capable of handling the swiftly
changing technologies that shape our economy.

Here were significant words. Collins did not only intend to change economic development policies that assisted business profitability. She intended to build a firm
bridge between economic development and education. Governors since Breathitt
recognized global markets, but their emphasis on education varied. The relationship of education to economic development was not always clearly articulated;
Combs, Ford, and Carroll seemed to have the best understanding. Collins took
the relationship farther than any of her predecessors. She clearly identified the
importance of a trained and adaptable workforce that could effectively compete
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in a rapidly changing global economy that relied on technology, knowledge, and
skills. It was, perhaps, the most holistic approach to economic development yet.
After a spate of minor education reforms late in Brown’s term, Collins devoted her administration to convincing Kentuckians that education was crucial to
the Commonwealth’s economic future. In the 1984 session, Collins emphasized
education reform, but legislators brushed off her program, preferring to wait until
a special session in 1985. More significant reforms followed in the 1986 session.

Toyota: The Big One
Brown laid the groundwork for attracting Toyota to Kentucky when he opened the
Tokyo trade office. As early as May, 1984, state officials began currying Toyota’s
favor. When Toyota announced in summer, 1985, that it planned to build its first
U.S. plant, the competition heated up. Kentucky won, beating out more than 30
states. Collins cultivated the Japanese meticulously, becoming sensitive to cultural differences, taking two trips to Japan and overseeing negotiations. She formed
a special executive committee of cabinet secretaries to facilitate negotiations; they
were on call at all times to work with Toyota officials.5
In 1984, the state issued a publication citing Kentucky’s Locational
Advantages for the Auto Parts Industry.6 It stressed a central location for both the
original equipment market and the aftermarket; highways; favorable taxes and
assistance programs; excellent labor relations, high productivity, vocational education programs; and the availability of low-cost energy. In 1983, there were 183
auto-parts plants employing almost 12,100 workers, 4% of the state’s manufacturing jobs. Three plants accounted for about 60% of the auto-related workers: the
Corvette plant in Bowling Green (Warren County), with 1,400 workers, and two
Ford truck plants in Louisville (Jefferson County), with 5,800 workers. The publication also noted two foreign-trade zones in Louisville and Covington (Kenton
County). In addition, U.S. Customs offices were located in Louisville, northern
Kentucky, and Owensboro.
Soon after the Toyota announcement, Commerce Cabinet Secretary Carroll
Knicely said improved labor relations were important to Toyota’s decision. Also,
the Kentucky Economic Development Corporation, made up of business leaders, provided money to purchase land options. Norfolk and Southern Railway
(where Breathitt was vice president) provided land agents who negotiated for the
1,500-acre site in Scott County near Georgetown. The site, near Interstate 75, was
just north of Lexington (Fayette County) in the heart of the Golden Triangle, the
Commonwealth’s richest region.7
Collins argued that the $147-million Toyota incentive package was designed
to benefit the whole Commonwealth. Announcing the package on December 17,
1985, she said the project was an investment in the future of every community that
would give the state a share of the new and better jobs being created in the U.S.:
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We’ve demonstrated to the world that Kentucky can compete with any state on a
project of this scale, or, for that matter, any project. . . .
Kentucky’s never made this kind of investment before. But neither have we
ever created such a promising opportunity before. With this package, we have
moved into a new economic era. What’s important . . . there’ll be thousands of
other families benefitting as we attract satellite plants to supply Toyota, and other
new plants as well.

According to Collins, the Toyota incentive plan’s basic assumptions included oftmentioned ideas: central location, the fairness of the tax system, the availability of
natural resources, the commitment to better education, and worker productivity.
Collins saw the negotiations as businesslike: “We calculated these incentives just
as a business would, that is, based on the return we could expect for each dollar
invested.” She also made it clear that the state’s planning team did not calculate
potential revenue from Toyota suppliers for the Toyota payback. In exchange for
the state’s $147-million ante, Toyota agreed to invest $800 million.
Even though she basked in the glory of the Toyota deal, Collins did not approach the package as a governor independent of the General Assembly. She
noted that early on she involved Senate President Pro Tem Joe Prather, D-Vine
Grove (Hardin County) and House Speaker Don Blandford, D-Philpot (Daviess
County). Even so, it was a major victory for Collins, who had been blamed for
losing the Saturn plant to Tennessee earlier in 1985.
The Toyota package was introduced to the legislature in 1986 as SB 361
and SJR 7.8 Administration officials were impatient when questions were raised.
Some legislators were upset because officials were not totally forthcoming, but
the measure passed easily.9 The final deal, signed February 29, 1986, called for
the state to finance up to $35 million with revenue bonds to buy and improve
the site and then turn the land over to the firm. It was a partial giveaway with a
round-about repayment. Toyota’s taxes were to be credited toward repayment of
the principal applied to the purchase and improvements. It was estimated the firm
would pay up to $10 million a year to the state, including employee income taxes,
state property and corporate license taxes, and sales taxes, but not school taxes.
Kentucky absorbed costs of interest and other incentives, such as training and
highways. The company agreed to build the $800-million plant employing 3,000
workers and producing 200,000 vehicles a year.10
SB 361’s proclamation built on earlier industrial development legislation and
again widened state powers to assist private businesses in the name of public wellbeing. The proclamation clearly noted Kentucky’s transition from agriculture to
an industrial economy and outlined why the change was important. For all practical purposes, this was corporate welfare. The wording suggests, as Brown had
once said, that the state would do just about anything to deal with its economic
crises.
Soon after passage of SB 361, a “friendly” lawsuit in Franklin Circuit Court
tested the incentive package’s constitutionality. At issue was whether SB 361 was
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“special legislation,” designed to benefit only Toyota, which essentially was being
given the land for its plant. SB 361 said both the governor and General Assembly
had to approve any deal to issue revenue bonds to finance land purchased and
passed on to private industrial companies. The state argued that the bill could be
used in the future, so it was not a special bill. Also, the economic benefits of the
project were said to be so great that the legislature’s finding of public purpose
was legal. The state argued the project would alleviate unemployment and help
develop industry and commerce.11
Lawyers challenging the bill said it was unconstitutional because it permitted
the Commonwealth to donate property and lend its credit to a private corporation. The package granted special privileges that were supposed to be made in
consideration of public services. The bill effectively bound future legislatures to
appropriate money to pay off the bonds, which required a referendum. Lawyers
argued there was no guarantee that joblessness would be alleviated, and there was
no legal requirement that Toyota hire Kentuckians. Lawyers also argued that having Toyota pay “incremental taxes” was insufficient to pay the bonds; there was
only the Commerce Cabinet pledge to ask the legislature for repayment. Judge
Ray Corns ruled in favor of the subsidy.
The effects of foreign capital on Kentucky were hitting home; Collins told the
press on December 18, 1985, that of $1.8 billion invested in 1985, $816 million
came from foreign companies. She promised to ask the 1986 General Assembly to
reestablish the European trade office. At the press conference she said the success
of the Far East office justified reopening a European office.
Two resolutions from 1986 show suspicion about Toyota’s “care” for U.S.
workers. HCR 23 urged Toyota to use American workers in designing and building its plant. A floor amendment urged Toyota to give employees protection provided in the National Labor Relations Act. The measure died in committee. HR
84, with 56 sponsors, combined the resolution and an amendment. It passed the
House. SCR 12, similar to HCR 23, died in committee. Despite her rhetoric about
globalization and free trade that she hoped would diversify the economy, Collins
manifested emerging contradictions of the new global order. In 1984, she signed
HB 702 to set up the Kentucky Export Council, but also signed resolutions seeking steel import limits (HCR 21) and to request that Congress investigate coal
imports (HCR 5).
After the Toyota deal, the amount of economic development legislation exploded in the General Assembly. Economic development and jobs creation had,
over the years, become increasingly important to governors. But landing the
Japanese company raised consciousness about economic development. Bill after
bill passed in 1986. For Collins, there was an immediacy to job creation. She told
the General Assembly in her 1986 Budget Message:
Toyota’s investment opens tremendous opportunities for us. Because of these
possibilities, now is the time to redouble our efforts in economic development.
What we’ve shown in the past two years is that the tools we are using can bring
Kentuckians the jobs they deserve.12
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Part of the policy’s success, according to Collins, rested on Brown’s 1980
Economic Development Bond Program (the contested HB 462). Collins praised
the program, which, with Toyota, benefited the Golden Triangle:
The Collins Administration has found the economic development bond program
to be one of the most successful job creation initiatives needed to attract business
development. During the first two years of the Administration, the Governor and
Commerce cabinet used existing economic development bond authorizations to
stimulate new development throughout the state, including major developments
in Louisville/Jefferson County, Lexington, Northern Kentucky, and elsewhere.
The program has been effectively used for industrial expansion, downtown
redevelopment, and direct job creation opportunities.

Toyota was a major addition to Kentucky’s political economy. Significant positive long-term economic impacts were manifested not only by the new plant, but
also by numerous auto-related plants that sprang up across the Commonwealth in
the ensuing years. The state’s investment would have paid off well in its original
design, but additional expansions by Toyota widened the effects. Toyota’s initial
promise of an $800-million investment and 3,000 workers in the Georgetown facility hit $4.5 billion with almost 7,700 employees by 1997. The bigger picture included creation of about 34,500 jobs statewide by 1998. Many of these jobs came
from construction of about 120 auto parts manufacturing plants across the state.13
While the state would continue to preserve traditional capital, Toyota brought
a wave of new foreign and domestic investment that changed the economy and
workforce. Because of Toyota’s demands for more educated workers, the deal was
clearly a factor in passage of the tumultuous education reform legislation of 1990
during the administration of Wallace G. Wilkinson.

New, But Old Realities
When Collins came to office, the coal industry was worn out. Energy prices were
down, and coalfield unemployment and poverty were up. The rise in interest rates
and the deep recession had played havoc with capital-intensive energy firms.
Collins sought to further diversify the economy by downplaying coal, but she also
knew coal was essential, the primary income source in many counties. Her coal
summit in Lexington on April 17, 1985, showed she recognized the industry’s
problems and the stakes for Kentucky. She told the audience her administration
was willing to sit down to discuss and “try to do something about these problems.
I’m here because I know what coal means to the people of my state” as “the bedrock of our economy and a catalyst for progress.” She noted that the most recent
coal boom financed improvements in public services, roads, and housing, adding:
“I’m here because my top priorities are education and jobs. I know what coal
means for both.”
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Still, Collins knew the boom years were over. She faced new realities for
economic development. Simply put, she had other priorities, a far cry from the energy-oriented programs of Ford, Carroll, and Brown. The 1984 General Assembly
adopted SCR 56 to study tax exemptions for credits, deductions, or accelerated
depreciation for coal-related investments, research and development, the sale or
purchase of coal-using equipment, the conversion to new coal-burning technology, the early replacement of existing energy-using equipment, and the adoption
of technologies to allow the use of high-sulfur fuels.14 Besides seeking its continuation in the 1986 session so it could keep monitoring the coal industry, the committee also recommended legislation to exempt machinery for new and expanded
industry, coal-mining equipment used in extraction, preparation, maintenance,
and reclamation of coal extraction sites from the sales tax. That measure, SB 151,
with eight sponsors, passed the Senate 32-1, but died in the House Appropriations
and Revenue Committee, a sign of reluctance in a fragmented state. Despite its
suggestions, the special committee recognized the state’s impotence, noting a variety of problems facing Kentucky’s coal business, including domestic and foreign competition. The competition could come from other coal producers or from
alternative energy producers. The committee added that many problems were beyond the jurisdiction of Kentucky’s legislature and needed congressional action.
“These include such matters as indirect federal subsidy of foreign coal production
and federal environmental standards.”15
Energy legislation introduced under Collins indicates fragmentation over
nuclear energy and the persistence of efforts to preserve coal firms’ capital.
Compared with Ford, Carroll, and Brown, Collins was reluctant to back energy
legislation; she claimed to be interested, but really wanted Kentucky to diversify
its economy. Her administration signaled a reality check on efforts to preserve
coal capital. It was as if the circle of reluctance had turned back to Chandler’s
time, when conditions in the coalfields also were poor.

New Priorities
Deteriorating economic conditions in the 1980s meant coal was not Kentucky’s
only troubled economic sector. The nation’s profound agriculture and rural crisis
hit Kentucky hard with falling land values and declining exports. Collins sought
to maintain unity. Shifting her message about traditional capital delivered to the
Louisville Chamber of Commerce earlier in January, she promised to aggressively
preserve existing capital in her 1986 State of the Commonwealth Address, saying:
I want to stress that while investors from outside Kentucky tend to receive the
most publicity our existing businesses and industries are the backbone of the
state’s economy. We will never take them for granted. My administration will
continue to work closely with them as they provide new, expanded opportunities for the men and women of Kentucky. We will also continue to aggressively
promote other important sectors of our economy, coal and agriculture, because
their well-being is essential.16
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Collins explicitly linked the rural and urban economies. At the St. Catherine Rural
Conference in Springfield (Washington County) on March 25, 1985, she said the
state’s farm problems were not yet as serious as elsewhere in the Midwest, crediting “our heritage of growing the world’s finest tobacco” for staving off the problems. But all was not well. She added: “Tobacco is in trouble. . . . When tobacco
is in trouble, Kentucky is in trouble. Our farmers are in trouble. And when our
farmers are in trouble, we’re all in trouble. What I want to make clear . . . [is] that
this is not simply a rural problem; this is a problem for all of Kentucky.
Collins faced a proposal to eliminate the tobacco program in the 1985 federal Farm Bill. Like her predecessors, she defended tobacco as vital to progress,
including education and highways. Although tobacco was a cash crop, with low
taxes on cigarettes and farm property, as well as tax breaks, her argument is debatable. She said alternatives should be examined, but did not voice any. Her defense of tobacco was typical, yet her explicit linking of rural and urban conditions
was not. Given the magnitude of the 1980s’ farm crisis, many believed the state
needed to do something. As with the coal crisis, outside forces were far too big for
the Commonwealth to handle alone.

Continuing Tax Crisis
State financing and tax breaks posed a continuing problem for unity during the
Collins administration. Despite some tax increases for the industrial sector, there
were numerous, cleverly designed exemptions and credits, including those for
Toyota. The 1891 Constitution had tried to correct abuses of “special” legislation, directed to benefit a particular corporation or individual. Enthusiasm over
Toyota’s subsidy is evident in other tax bills that appear to benefit specific firms.
For example, SB 93 (1984) exempted several minor minerals from the severance
tax. Specific wording of the limestone amendment, and the House turnaround in
its rejection, are evidence of special treatment. There also is evidence of special
treatment with the sales tax exemption granted for blast furnaces with SB 236 and
SB 237 in 1986.
In 1986, the volume of bills offering tax breaks to businesses was incredible,
even as the state suffered from constricted revenue. Meanwhile, only a few bills
were introduced to give tax breaks to workers and the poor. In 1986, HB 850
would have exempted the elderly from the utility gross receipts tax. The measure
died in committee. SB 365 (1986), which offered tax credits to businesses setting
up operations in poor urban neighborhoods, passed the Senate easily, but was
bottled up in committee and came nowhere near a vote in the House.
A memorandum from Calvin R. Bratton of the Appropriations and Revenue
Committee to the Kentucky General Assembly Special Committee to Study Tax
Incentives to Assist the Coal Industry formed by SCR 56 (1984) noted: “Special
tax treatment has evolved over the years for various reasons, but mainly to
provide some impetuous [sic] for that particular sector of the economy.” Bratton
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also noted that the property-tax advantage “saves the industry” about $45 million
in state, county, and school property taxes a year. Curiously, Bratton noted that the
state had no reliable estimate of revenue losses from tax breaks.17
As Kentucky’s economic development policy evolved over the long run, taxation became a vexing and divisive problem that damaged the Commonwealth’s
fiscal position, challenged its legitimacy in some quarters, and demonstrated
the fiscal problems with selling the state. Low taxes on coal and tobacco had
historically hobbled progress. Tax reform often had a negative impact on other
existing businesses by opening doors to national, and later, foreign competition. The Commonwealth’s often reluctant policy toward all business taxes was
inconsistent and varied with sectors and the times.
Fiscal crises tended to cause expansion of overall taxes, while efforts to preserve or attract capital led to exemptions or efforts to lower rates for particular
economic fragments. Often, the state either imposed a tax and then returned it to
benefit the industry (e.g., the energy and horse industries and small businesses) or
exempted particular industries from various taxes. Meanwhile, working men and
women “bought” their jobs by paying higher sales taxes. The Commonwealth’s
efforts to attract new firms with the hoped-for creation of new jobs depended
on an increasingly complex system of tax relief and incentives to help make the
Commonwealth more attractive and assist business profitability.18 At this point,
there seemed to be general agreement that the trickle-down approach to favorable
tax treatments for business, which had emerged as part of economic development
policies in such small ways during the early 1960s with Bert T. Combs, was now
a major tool for creating jobs. This was one basis of the neoconservative welfare
state for the bourgeoisie that had bipartisan support.
Although Kentucky’s governors did work to preserve profits for the petty
bourgeoisie of farmers and sometimes other small businesses, it also is obvious
that the policies were less consistent than policies to attract outside capital. Yet,
the capital preservation policies were crucial to building unity to support economic progress. While governors could not control globalization, they could develop
tax policies favorable for at least some members of the business-owning middle
class. These policies often contradicted efforts to attract new bourgeois capital,
but helped create a more favorable business climate. Neither policy represented a
cogent rural development strategy. They were tangled and inconsistent prescriptions to garner support from fragmented economic sectors and the regions that
supported them.

Tangibles and Intangibles
Some retrospectives on Collins tend to emphasize her administration’s shaky
start in 1984, especially rejection of her education reforms.19 With a $300-million
shortfall in funds for budgeted programs from the Brown years, she, like so many
governors before her, had to renege on her no-new-taxes pledge. Legislators, who
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had gained considerable independence under Brown, didn’t buy her ideas, and her
first legislative session was a disaster. Yet, Collins overcame it all.
The Shelby County native, who lived in Versailles (Woodford County) when
she was elected, had risen to the state’s highest office from the Democratic Party’s
grassroots. Collins became involved in politics by stuffing envelopes for Ford and
working for other local political campaigns. This work brought her into contact
with Woodford County progressives who were challenging Happy Chandler’s
local followers in the 1967 governor’s race.
Apparently, her husband, Dr. Bill Collins, urged her to run for office instead
of working for others.20 Her efforts for the party helped her garner support from
Woodford County progressive leader Anthony Wilhoit, later a Court of Appeals
judge (then state Supreme Court), former State Senator Tom Ward, and Vic Hellard,
Jr., state representative and later Legislative Research Commission director. At
the same time, Collins caught the attention of party leaders J.R. Miller and Walter
“Dee” Huddleston, who brought her up through the party ranks. Her neoliberal
pedigree as part of the Ford-Miller faction of Democratic Party brought support
from the progressive industrial bourgeoisie, educators, and the coal industry.
In 1975, she was elected clerk of the now-defunct state Court of Appeals, then
the state’s high court. In 1979, she beat better-known names to become lieutenant
governor. In 1983, she defeated Grady Stumbo of Hindman (Floyd County) and
Harvey Sloane of Louisville (Jefferson County) in the six-way Democratic primary with 23% of the vote and then defeated Republican conservative and former
baseball pitcher and later U.S. Senator Jim Bunning of Fort Thomas (Campbell
County) in the November race for governor.21 Her election corresponded with
the rise of women in politics. Despite her accomplishments before becoming
lieutenant governor and governor, skeptics misjudged her completely.
The historic context of Collins’s rise is important. When she became
Kentucky’s first woman governor, it appears expectations weren’t all that high.
Gender may well have played a role in the low expectations for the former beauty
queen and teacher. But political commentator Al Smith said she didn’t promise
much in her campaign and was not viewed as intellectually exciting.22 The gender
issue, while important, is outside the purview of this book. It is curious, however,
that some legislative resolutions, which historically “urged” or “recommended”
the governor to do one thing or another, now “directed” Collins to do something.
Gender was a factor in the low expectations. But the low expectations also were
inextricably woven into the neoconservatives’ dark view of government and the
poor economy.
As Collins moved toward the end of her term, her rhetoric was increasingly
optimistic. In her Louisville Chamber of Commerce speech on January 14, 1986,
she said:
During my three years as Governor, I have seen Kentucky grow, change, and
develop. Our progress can be measured in tangibles like the 61,000 new jobs
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we’ve brought home during the last three years, or the major reforms we’ve
enacted in education.
But progress can also be seen in the intangibles, in the change in attitudes
we see in Kentuckians, and in our renewed commitment to making our state
the best it can be, We’ve had to overcome difficulties; planning for the future
is not an easy task. The good news is we’ve rekindled a sense of pride in the
Commonwealth and we’re beginning to take solid steps toward ensuring that
future.

Collins, like previous governors, grew into the job. She garnered considerable
respect because of the way she built relationships with the General Assembly, her
hard work in wooing Toyota, and the way she faced the Commonwealth’s ongoing problems. Neoconservatism, with its anti-government premises, continued to
erode the faith of the body politic in the processes and people of government. The
neoliberal Collins was different. She not only exhibited much faith in government
and developing a skilled workforce, she tried to deliver and often succeeded. Her
attitude continued—from a more neoliberal perspective—a significant change
from Brown’s approach to selling the state. While Brown frequently voiced his
dislike for government, there was little or no suspicion of government in Collins’s
optimistic approach. Her brand of neoliberal Keynesian activism had business
and government working hand in hand for a better Commonwealth.
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ELEVEN
Un-Commonwealth: Wallace G. Wilkinson, 1987-1991
Faith in Kentucky Values
Trying to untangle the threads of millionaire businessman Wallace G. Wilkinson’s
term as Kentucky’s chief executive is a significant challenge, with conflicting
impressions, depending on the perspective.
Reading Wilkinson’s papers at the Kentucky State Archives in Frankfort
might leave you with the impression of a governor who was well-informed,
on message, and a vociferous challenger of the Frankfort establishment, while
also being somewhat conciliatory. There is no doubt his relationship with the
legislature was off to a bad start even before he was elected. According to the
Associated Press, only five of the General Assembly’s 100 House members and
none of the 38 senators openly backed Wilkinson’s quest for the Democratic
gubernatorial nomination in May, 1997.1 During the spring primary, he captured the nomination in a five-way race that included his political friend, former
Governor John Y. Brown, Jr. Wilkinson supposedly had no chance of winning the
election.
The major news media statewide instantly disliked Wilkinson. The contempt
lasted throughout his term, especially as “pay to play” corruption became evident; he was never tried or convicted. To a political observer who witnessed
the administration, the impression was contradictory. Wilkinson was a highly successful businessman like Wendell H. Ford. Like Ford, he did not have a
college degree. He always seemed rough around the edges and combative.
Whatever the obstacles, Wilkinson got most of what he wanted from a General
Assembly that had grown quite independent, including significant additions to
economic development programs. He did not want it, but he also got a landmark
education reform mandated by the Commonwealth’s Supreme Court. The
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governor’s outspoken administration helped demonstrate how fragmented—perhaps
bickering—elites in the Commonwealth continued basic unity on the need for good
schools and economic development. When the Martha Layne Collins administration picked the Toyota plum in 1985, enthusiasm over the necessity for economic
development seemed the strongest ever, with only minor differences in emphasis.
Not so with education: Collins initiated education reforms despite resistance
in some quarters, temporarily staving off a 1985 lawsuit filed by superintendents
from 66 high-poverty rural and urban districts. But her reforms were not enough,
even though Collins explicitly linked education and economic development.
When the controversial and traditionally conservative Wilkinson took office in
1987 with relatively reluctant plans for school reform, the lawsuit was reopened.
Former Governor Bert T. Combs was partly behind the schools’ lawsuit in 1985; he
guided the reformers in the state’s courts after Wilkinson was elected. Wilkinson
wasn’t happy with the 1989 Kentucky Supreme Court ruling that overturned the
state’s education system as inadequate and inequitable. He accepted the verdict,
however, and worked with the legislature and education experts to leave a lasting
legacy in 1990, with passage of HB 940, the Kentucky Education Reform Act.
The rough-and-tumble Wilkinson also left a legacy of clear dedication to
the interests of rural development in Kentucky. The governor stayed true to his
conservative rural roots, living up to his campaign pledge to implement legislation aimed at leveling geographic inequalities. His rural development policy, like
education reform, was a capstone that clearly outlined a rural economic development policy within the larger framework of development in the Commonwealth.
Conservative as he was, Wilkinson continued to increase the state’s powers to
build the economy while assisting business profitability.
Wilkinson’s speeches echo then-current phrases and values that delineate his
conservatism. Yet, he also applied Kentucky’s New Deal-style Keynesian activist economic development policies to redress regional inequalities and provide
wages to support Kentucky’s families. Like John Y. Brown, Jr., he often chastised
Frankfort’s state government elite, but he maintained a positive view of what
Kentucky government could do with his version of proper management. He was
not quite a neoliberal, nor was he a neoconservative. Although originally against
tax increases, Wilkinson was not a “just-say-no” leader. His traditional and sometimes innovative conservatism let him accept education reform that required significant new revenue, $600 million for schools. He bargained with legislators for
another $600 million for other purposes, including road building.
As the end of his term neared, Wilkinson seemed pleased about his achievements. He noted that his methods may have lacked grace, but he saw his time
in office as successful. He recognized the challenges he faced in the General
Assembly, but contended that raising the level of controversy helped him
convince lawmakers about what needed to be done.2
Wilkinson portrayed himself as an outsider, but this was all part of the image.
One of his mentors was former Governor Happy Chandler. Both were first-rate
political scrappers. Wilkinson, however, was not a professional politician and a
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less reluctant conservative leader in tune with his times. Born in Casey County on
the western side of the Appalachians, he left his rural roots to move to Lexington,
where he made his fortune in textbooks and real estate. He became active in the
Democratic Party’s conservative wing and created strong business and political
connections with Lexington and Frankfort. Like Brown, he fancied himself the
fighting underdog and a believer in the American Dream. Unlike Brown, he grew
up in a relatively poor family, not quite a rags-to-riches story. On November 3,
1987, after winning the general election by a landslide, he told supporters:
For the past 30 months, Martha [his wife] and I have travelled this state and
talked about hope, opportunity, and the fact that in Kentucky it was possible not
only to dream the American Dream, but to live the American Dream. Tonight the
fact that I, the son of a rural Kentucky peddler, have been elected to the highest
office of this Commonwealth reaffirms the fact that the flame of opportunity and
achievement glows brighter than ever all across Kentucky.3

Wilkinson generally used the same speech template throughout his term. He
altered the text to fit the context, but maintained the same core message. This
strategy followed the advice of his political adviser, James Carville, who later
consulted for Bill Clinton’s winning 1992 presidential campaign. In a memo dated
April 3, 1988, entitled “Some notes to remember,” Carville told the governor:
Always say that your Number One Priority is your education plan for our children, and the job training certificates for our unemployed workers. . . . Always
be optimistic. [A]lways go back to the point that you kept your two campaign
promises—no new taxes and the lottery—and that the only thing that the
establishment can attack you on is that you kept your campaign promises.

The governor held true to his roots when he promised to bring rural Kentucky into
the rest of the Commonwealth. He often echoed a call for unity that Kentucky
governors had used for a generation or more. But he put it into the context brought
to the fore during the Martha Layne Collins administration: World competition
demanded that Kentuckians have one vision and one voice under his leadership.
In his December, 1987, Inaugural Address, Wilkinson’s appeal for unity expressed
an admixture of inclusive conservative values, liberal precepts of government activism and regional equality, and stern determination. The speech revealed his
traditional conservatism and grittiness:
Our agenda will be new and challenging. Our values will be those constant
values that have sustained Kentucky since its founding: optimism, hard work,
love of family, and a special appreciation for the uniqueness and diversity of
Kentucky.... We must never forget our heritage, and we must constantly remind
ourselves that our primary mission is to foster and nurture that most basic of
all Kentucky principles: the principle of achievement as a result of hard work.
And it is state government’s role to provide an environment that allows all
of our people to realize their full potential. To that end, we will aggressively
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pursue the policies which open new economic horizons and vistas all across
Kentucky, in every city, in every town, in every county for every Kentuckian....
I pledge to all of Kentucky that this administration will never sacrifice the
public good because of an inability or unwillingness to cooperate with members
of the General Assembly. At the same time, it must be clearly understood, even
during an era of unprecedented respect and cooperation, that what is right, and
what is good, and what ought to be done should not remain undone merely because it is an initiative of the executive branch. We will fight even harder to do
the job than we fought to get the job.

‘Open for Business’
Wilkinson’s campaign focused on two themes: what he believed would be a significant education reform package funded by a new state lottery and rural economic development based on business retention and attraction. Once elected, he
quickly demonstrated his commitment to these themes. His first two cabinet appointments soon after the election were education and economic development.
In both campaign themes, he addressed uneven development. Wilkinson owed
a debt to rural Kentuckians who helped elect him. He set out to create jobs and
improve schools in the Commonwealth’s rural areas.
The new governor benefited from the Collins administration’s economic
development efforts in the opening months of his term. He used plant opening
speeches to tout his philosophy. For example, at the opening of the Sumitomo
Wiring Systems plant in Edmonton (Metcalfe County) on February 4, 1988, he
announced his campaign, “Kentucky is open for business.” Welcome to Kentucky
signs on major highways at the state’s borders proclaimed the message to travelers.
At the opening of AP Technoglass in Elizabethtown (Hardin County) on
June 15, 1988, he expanded on the theme:
Open for business . . . is a simple message. But it says a lot about a new spirit in
Kentucky, about a new feeling of enthusiasm. It says we’re competing. It says,
when it comes to jobs for Kentuckians, we mean business.

Even though Wilkinson picked at the Frankfort elite, his aggressive economic
development message echoed Brown and Edward T. Breathitt, and, despite his
rhetorical reservations about Frankfort, continued the optimism of Collins and
others. His issues with state government, as well as his references to communities,
tended to sound a lot like Brown. He planned to be an active player in changing
the Commonwealth’s uneven development and fragmented class structure. In an
appearance before state employees from Public Protection, Natural Resources,
Tourism, Local Government, and Workers Compensation on January 18, 1988,
he restated a theme of localism that he maintained over the next four years: “I
said for thirty months on the campaign trail that we needed more Casey County
thinking in Frankfort and less Frankfort thinking in Casey County.”
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Wilkinson’s speeches for plant openings typically started with this type of
remark. The speeches followed his campaign themes for economic development,
stressing public-private partnerships that had helped bring about these local projects. He linked new development with job creation in communities. At the Dry
Ridge Industrial Park and Dry Ridge Distribution groundbreaking ceremony on
January 26, 1988, Wilkinson said he enjoyed the chance
. . . to once again stress the importance of county by county economic development. These types of development are the life blood of the economic development of our commonwealth. They show a commitment to both community and state and are crucial to the expansion of Kentucky’s economic base.
As a candidate, I spent of lot of my time stressing the importance of developments such as this one. We have to provide jobs for people in every Kentucky community. We have to give people the opportunity to
work at home. As a candidate, I believed, and continue to believe, that until the Grant Counties of this state prosper, Kentucky will not prosper.
Your commitment to your community is a text book example of the accomplishments which are attained through the combined efforts of local government,
state government and the private sector.

In his announcement for the new Weyerhaeuser facility in Bowling Green (Warren
County) on March 16, 1988, Wilkinson expanded on his belief in state investment
in local development:
The priorities I established in economic development and education reflect my
belief that the more we invest in local efforts, in local people, in local ideas,
the more the entire state will benefit. We are building Kentucky’s economy
and Kentucky’s schools by investing in Kentucky companies, by investing in
Kentucky ideas, Kentucky students and Kentucky teachers. All of those elements
are important to economic development.

Criticism, Optimism, and Action
In his State of the Commonwealth Address on January 21, 1988, Wilkinson was
more direct than the liberal Bert T. Combs had been more than a quarter of a century before in his critical view of the state’s condition. The basically conservative
Wilkinson showed a bit of ego, but voiced some of the same themes as Combs.
In an untraditionally conservative way, he believed in the power of the state to
improve conditions and address uneven development:
The financial state of the Commonwealth of Kentucky is miserable. No amount of
rhetoric can change that simple fact. This is the result of an eroding economic base
caused by a mass transfer of assets out of this Commonwealth in the last decade
that has occurred because we are producing less and less and being paid less
and less for it. . . .
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Even in this difficult time, I am happy to be here and I’m filled with a spirit
of optimism. . . . No one has ever run for office with a clearer message of goals
and priorities than I did. I said the old ways wouldn’t work anymore in Kentucky.
I said that the leadership of the status quo would be over. It’s time to institute a
new way. . . . The bad news is that we are in sorry shape. . . . I say in plain talk
that we’re broke, busted, tapped out. . . .
Next week, I will present my budget for the next two years. It will spell out
in detail how we are going to invest this state’s limited resources for maximum
benefit of all Kentuckians. We are going to stop neglecting parts of Kentucky and
start focusing on all of Kentucky.4

Wilkinson had his facts assembled. During his first legislative session, he proposed a five-point economic and workforce development program. He continued
threads from the more-or-less neoconservative Brown and the neoliberal Collins,
vastly expanding Kentucky’s economic development tools. In so doing, he was
unabashedly pro-business, following a long line of governors who worked to
improve the state’s business climate. Four of the five measures became law.5

SB 280, Kentucky Rural Economic Development Authority
SB 280, signed in April, 1988, in Pikeville, created the Kentucky Depressed
Counties Economic Development Authority (Rural Economic Development
Authority) for counties with high unemployment rates.6 The bill’s creation of
the authority seems a ringing criticism. Sen. Kelsey Friend, D-Pikeville (Pike
County), sponsored the measure, which actually was proposed by a future
governor, Democratic Pike County Judge Executive Paul Patton, during his
unsuccessful campaign for lieutenant governor.
The measure established tax credits and other incentives to encourage manufacturers to locate in counties with unemployment rates above the state average
for four of the last five years. It also gave the new authority power to issue revenue bonds to pay for manufacturing facilities financed by a lease to approved
companies and a tax on employees.
In the General Assembly, Friend secured an amendment to reduce the authority’s appropriation from $50 million to $25 million. The bill, with 18 co-sponsors,
passed the Senate with only one dissenting vote. The measure then passed the
House 74-21 with a committee substitute that altered the nature of the bonding
authority and altered a tax on employees to a “job assessment” on employees levied by the business. The Senate concurred with the House committee substitute,
passing the bill 31-0.
According to a fact sheet from the Kentucky Cabinet for Economic
Development, 79 counties met the standard for an unemployment rate greater
than the statewide average in four of the past five years. Three of those counties
were no longer eligible at the end of 1989 (Figure 11.1).7 Companies received the
benefits of revenue bonds to finance land purchases and facilities construction.
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Companies also received a full Kentucky income tax credit against taxes on income from the project. Meanwhile, the act allowed firms to assess workers up to
6% of their gross wages as a “Job Development Assessment Fee.”
The state gave workers a tax credit for two-thirds of the assessment fee and
one third of a local occupational tax credit. This was a new twist on a long history
in Kentucky of taxing workers for economic development. The revenues from the
fee, in reality a tax, provided working capital for new companies because they
collected the fee directly from workers. The credit marked the first time the state
subsidized the workers’ wages with an occupational tax mechanism. From the
workers’ perspective, the ingenuously named fee deferred part of their wages until
they filed their state taxes.8
There was a ring of irony for employees in Wilkinson’s statement to legislators during his State of the Commonwealth Address that he opposed tax increases,
and “we must work our way out of our problems.”9 According to Wilkinson, no
other state had an economic development tax policy like this one.10 He noted that
members of the Indiana General Assembly came to Kentucky to study the program after losing some companies in the competition for jobs. In the interim, at
least one state, Mississippi, had passed similar legislation.

HB 19, Commonwealth Venture Fund
The Commonwealth’s economic development efforts stemmed from a shortage
of capital. In the early years, evolving industrial policy had benefited larger businesses from outside the state, as well as existing firms, and gradually evolved
to include coal and agriculture. HB 19 fulfilled a Wilkinson campaign pledge to
help small businesses access to venture funding, ostensibly to spark innovation.
Wilkinson said the fund could help 10,000 would-be entrepreneurs.
The bill, as passed, was to encourage capital investment and job creation
in Kentucky business and industry through the venture fund. It encouraged investment in the fund by allowing a 40% investment tax credit on the following
taxes: income, corporation license, savings and loan, and bank and trust shares,
with a $7-million limit on the credit over four tax years. The measure passed the
House 91-1. State Sen. Michael Moloney (D-Lexington) attached an amendment
to require that at least 20% of the venture fund’s proceeds be used to benefit
agribusiness or agriculture-related ventures. The Senate then passed the measure
35-1. The House concurred with the Senate version, 87-0.

HB 217, Kentucky Public Works Act
With passage of HB 217, Wilkinson updated environmental legislation that
had its genesis in the Ford administration during the early 1970s. Wilkinson, in
offering $170 million for infrastructure projects (including federal matching
funds), charted a new course, telling legislators:
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Rural Kentucky, including our hundreds of small communities, can only attract
economic development when adequate clean water and wastewater treatment
facilities are available. Kentucky’s need for such infrastructure is immense.11

The legislation replaced the old Kentucky Pollution Abatement and Water
Resources Finance Authority with the Kentucky Water Infrastructure Authority.
The new law tacitly admitted the Commonwealth’s problem with uneven
development with a new sentence inserted into the purpose statement:
The conservation, development, and proper use of the water resources of the
Commonwealth of Kentucky are of vital importance as a result of population
expansion and concentration, industrial growth, technological advances, and
an ever increasing demand for water for agricultural, industrial, commercial,
recreational, public and domestic use. [Italics added.]12

The measure also changed the state’s role in water infrastructure activities by saying that the state must actively engage in a program “to provide financial, technical, or other support for projects,” instead of “assistance to governmental agencies
whereby waste water treatment works may be provided.”13 This language change
was intended to make the state to become more active in dealing with a wide
variety of water problems.

HB 963, Kentucky Development Finance Authority
With HB 963, Wilkinson significantly strengthened and broadened the Kentucky
Development Finance Authority (KDFA) by changing the purpose statement and
expanding its operational capacity. The measure more closely linked the quasigovernmental KDFA’s relationship with state government by adding the secretary
of the Finance and Administration Cabinet as vice chair. The Commerce Cabinet
secretary was already the designated chair. The bill also gave KDFA authority to
reimburse state agencies; described authority and responsibilities related to bonds
and bonding; and created and defined the private enterprise account and loan
insurance account.
By the time HB 963 was passed, economic development policy had evolved
to include virtually all sectors of Kentucky’s economy, including small businesses. Framers of the new measure felt safe enough to eliminate the original clause
that justified the law by promoting health, safety, and morals, the right to gainful
employment, business and economic development opportunities, and the general
well-being of the inhabitants of the Commonwealth. In essence, the new purpose
statement said it was the role of the state to assist businesses to create jobs, the
ultimate act of faith in neoconservative trickle-down economics.
The added definition of a “project” suggests the broad powers granted
to KDFA. HB 963, by statement of purpose and definition, indicated a total
commitment on the part of the Commonwealth to a comprehensive economic
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development program to satisfy the broad spectrum of the Commonwealth’s diverse and fragmented business elite. The measure was, perhaps, a culmination of
policies talked about during the Depression and woven during Kentucky’s echo
of applied New Deal Keynesianism after World War II. In the early 1960s, Combs
started what, at the time, was a comprehensive program focused mainly on industrial development, but with elements to help other economic sectors. Each
successive governor added pieces to widen the scope of the state’s policy with
the hope of building unity across capitalists; small business-owning petty bourgeoisie, including farmers; and working classes. Competition and the promise of
job creation were crucial to the unification effort. Wilkinson’s approach to KDFA
synthesized earlier efforts into one measure intended to help existing businesses and diversify the Commonwealth’s economy. It also included accountability.
Companies guaranteed that they would create the jobs they promised. If the company did not create the promised jobs, it had to pay the state a pro-rata share of
the incentive received.14
At the HB 963 signing ceremony—held April 7, 1988, in Mt. Sterling
(Montgomery County)—Wilkinson touted the legislation, which let small- and
medium-sized firms borrow up to $500,000 to leverage additional funds for expansion. After noting that the General Assembly had said no to higher taxes and
the status quo, he took a positive and combative approach at the same time:
Most importantly, we said yes . . . to more jobs for our citizens. And we said
yes, Kentucky is open for business, and we said yes, let our people vote on the
lottery. We are fighting hard every day to bring rural Kentucky values to state
government in Frankfort, values that you and I share, like working our way out
of our problems, not trying to tax our way out of them. But one of the things we
value most in rural Kentucky is fairness. And that is what has been lacking with
the establishment in Frankfort.

In the 1990 legislative session dominated by passage of HB 940, the Kentucky
Education Reform Act, economic development policy continued to evolve.
For example, Wilkinson signed HB 417 to set up the East Kentucky Economic
Development and Jobs Creation Corporation. The measure set up a trust fund to
make loans and grants for projects. It passed both chambers unanimously.

What’s in it for Workers Revisited
Wilkinson’s job training certificate program was the fifth element of his economic development proposals. The 1988 Legislative Record does not mention
introduction of this legislation. In his Executive Budget Address on January 27,
1988, Wilkinson promised any individual unemployed for longer than 60 days
would receive a job training certificate to allow the person to choose a place to
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receive new job training. Wilkinson said the measure was to “address the job skill
needs of unemployed Kentuckians” with a $3-million appropriation for a new Job
Training Certificate. The program was to have provided job-linked education and
vocational education vouchers to help unemployed Kentuckians pay for part of
their tuition and expenses associated with training programs. Training centers also
were to receive reimbursements based on their performance, including progress
of students and successful job placement.
Wilkinson did sign SB 211 confirming his executive order to transfer the
Bluegrass State Skills Corporation from the Department of Education to the
Commerce Cabinet. HB 273 would have made Wilkinson’s workforce plan a reality in 1990, but it died in the State Government Committee. It is unclear why the
proposal was not introduced in 1988, but Wilkinson had his hands full with various conflicts, especially the budget. In 1990, the legislature was concerned mainly
with the massive court-mandated Kentucky Education Reform Act. Workforce
development, even with its relatively low cost, took a back seat.
So, Wilkinson’s words in a speech at Clark Equipment in Lexington on April
20, 1988, may have seemed a bit hollow to some workers. It was one of the few
times he talked directly about workers:
The real strength of Kentucky ultimately lies in the loyalty and abilities of
Kentucky workers. I never miss an opportunity to thank those of you who make
the products Kentucky companies sell. Kentucky workers are the best in the
world. They are the hardest working, most determined, and most loyal workers
anywhere. Kentucky workers are proving every day in plants across this state
that you are our strength, our ace in the hole.

His words sounded like those of so many governors before. Yet, while the aggressively competitive Commonwealth was stressing education and corporate
welfare, it was doing far less for worker training and retraining. The state, despite
Wilkinson’s promise, remained reluctant to devote resources to developing its
workers’ current potential. If the state’s contention that it was seeking quality
businesses was true, worker training to attract those businesses certainly had not
been a leading policy objective for most governors since the 1950s.
On the other hand, Wilkinson was always effusive in his praise of business.
At the Industry Appreciation Luncheon in Louisville at the Kentucky Fair and
Exposition Center on September 22, 1988, he said:
Today I want to celebrate with you a new era in Kentucky. A new era of competitiveness and aggressiveness. A new era of achievement in economic development in our commonwealth. There is a new spirit in Kentucky. I feel that
everywhere I go we are believing in ourselves again. It’s a spirit of optimism.
A new aggressive attitude that says Kentucky is going to compete for jobs and
Kentucky is going to compete for investment.
This is the twenty-fourth year that a week has been set aside in Kentucky to
honor industry. Many times when we do something year after year it becomes
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so routine that we take it for granted. Economic development is not a routine
function of state government. It is the foundation on which our new spirit of
optimism is built.
Ladies and Gentlemen, Kentucky depends on you. Our families depend
on you. Our children depend on you. State government depends on you. This
administration is for you, and we’re going to do everything in our power to
support you.

In many ways, Wilkinson’s discussions of workers and the role of the state in promoting economic development encapsulated the steadily evolving terms of capital accumulation for more than three decades of evolving supply-side economic
development policy. These policies attempted to harness the Commonwealth’s
resources for first, national, and later, global competition to induce companies to
locate in the state and create new jobs. Given Kentucky’s geographic and economic fragmentation, uneven development, and entrenched poverty, Wilkinson
followed the lead of his predecessors, but sought a measure of regional and social
equality by including rural areas in infrastructure and large business development, as well as improving opportunities for small businesses. Unfortunately, his
workforce development efforts fell short even as the state was engaging in a major
school reform struggle.
Meanwhile, Kentucky’s workers continued to pay the tab for economic development, as they had since the Combs administration. Those workers, who, for
one reason or another remained in the state, still needed jobs. Their ties to the state
made them akin to captives. Unlike businesses, they did not have to be induced
to stay or come with financing and tax incentives. If the state were successful at
economic development, better jobs were sure to follow. Better jobs meant improved wages and well-being, tempered by higher taxes for the working class.
Somebody had to pay the costs of development in the face of competition, even
if HB 963 to expand KDFA’s authority removed the right to gainful employment
from its preamble.
Wilkinson’s admission of the state’s dependence on business, not only by
residents, but by government itself is essential to understanding neoconservative hegemony, even if he was not a neoconservative himself. His admission reveals the true emergence of un-Commonwealth, a dark neoconservative irony in
the selling of the state’s soul and power. For decades, the Commonwealth had
sought to attract new capital, ostensibly to strengthen the state, reduce poverty,
and build unity by improving quality of life for workers and their families. The
strategy evolved with a consistent focus on business profitability and competitive
positioning.
Meanwhile, the government had to grow to meet demands to provide services in an increasingly urbanized state with a diversifying economy. Coal and
agriculture declined in relative importance. But the Commonwealth was even
more reliant on diversified private capital, much of it—whether coal, industrial, or
service—still controlled outside the state’s borders. Despite the growth and change,
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the policies left state government in a frequent state of fiscal crisis, battered by
competitive forces beyond its control. The state—once beholden to coal and petty
bourgeoisie agrarian capital now was dependent on an even more fragmented
private sector of globalized capital. The terms of state power had changed.
Workers, squeezed by intense competition outside of their control, paid the taxes
because of their ties to community and family. Sentimental ties of individuals and
families meant little in a complex political economy of state support for mobile,
impersonal capital.

Extractive Industries in Passing
Kentucky’s extractive industries also benefited under Wilkinson, although he, like
Collins, recognized that extractive capital was not a significant growth sector.
Wilkinson signed HB 557 to set up an agricultural revolving loan program in the
Kentucky Agricultural Finance Authority funded through $10 million in bonds.
The bill passed the House unanimously and faced three nay votes in the Senate.
Coal was not really a priority to Wilkinson, although the state was involved
in seeking coal research grants. At the Kentucky Coal Association meeting on
October 21, 1988, he started his speech by touting noncoal jobs created across rural Kentucky. He then discussed some of his administration’s activities, including
a trip to Italy concerning coal markets; willingness to work with firms that obeyed
regulations; streamlined permitting; and consistent enforcement.
In 1990, Wilkinson signed SB 218 to set up the Kentucky Coal Authority
to protect and expand markets for Kentucky coal. The authority was directed to
ensure that coal-related state government programs were consistent with goals of
coal development, economic development, and environmental protection; to integrate coal research programs; develop public information, recommend programs
to the Governor, and to participate in projects financed by revenue bonds. The
measure passed both chambers unanimously.

Economic Development Legacy
Wilkinson was an innovative conservative who served the Commonwealth’s rural
areas. His policies recognized globalization. He specifically targeted rural development and opened doors for small-business development. His administration negotiated a yen-bond issue with Japan and a series of swaps that let the state lend
money to companies in any currency. Firms could repay that loan over 15 years in
any currency without penalty. The exchange rates were fixed for 15 years.15
Wilkinson’s field of targeted industries was wide, but the explanations reveal
Kentucky’s historic deficits and read more like a wish list.16 For example, the
desire for secondary wood products firms was problematic. Compared with North
Carolina, for example, Kentucky had never been able to gain a competitive edge
in this industry. The state had forests, but lacked skilled labor. In addition, the
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furniture industry was undergoing a major restructuring related to changing tastes
and income in the U.S.; the emergence of build-your-own “sawdust” furniture;
and foreign competition. The state did attract a chipping mill in Eastern Kentucky
to make oriented strand board for home construction; the primary feedstock for
this plant was tulip poplar, the state tree.
Certainly food processing might accrue some benefits for farmers, but it was
hardly a highwage industry. Nor was tourism. And becoming the location for films
outside of Hollywood seemed to be a spotty endeavor at best, with only temporary
benefits to the state and communities. This left telecommunications, a rapidly
changing sector at the time. It turned out that Kentucky did make significant early
investments for statewide infrastructure under the next governor, Brereton Jones,
unlike some states. The Commonwealth’s budding pharmaceutical infrastructure
also offered promise, but faced considerable competition at home and abroad.
And then of course, energy was Kentucky’s blessing and curse, with the suggestion that energy-intensive firms locate where development costs were extremely
high.
Curiously, there was no mention of services or the booming auto-related industry, spurred by the Toyota plant. In fact, auto-component plants turned out to
be the mainstay, and, perhaps, the salvation of Kentucky’s economy well into the
1990s. Unfortunately, despite Wilkinson’s best efforts at including marginalized
areas and communities, Kentucky remained fragmented, with huge disparities in
wealth, education and income. His institutional and tourism advertising, with its
wordplay on the Uncommon Wealth of Kentucky, must have left a bitter aftertaste
for some left behind in global changes.
For his part, Wilkinson was proud of his economic development record. After
leaving office, he told the Lane Report that the state’s communities were far more
competitive in their ability to attract prospects. He viewed his biggest accomplishment as ending the neglect of rural Kentucky to move everyone forward
together. While justifiably pleased with education reform and economic development, Wilkinson said he received the most satisfaction from listening to people
and paying attention to their needs.17
After the Kentucky Supreme Court tossed out the Commonwealth’s education system in June, 1989, Wilkinson found himself in a leadership position he
had not sought. He had campaigned for education reform as part and parcel of
economic development, but the court went far beyond what he originally envisioned. With the help of national experts, Wilkinson and the General Assembly
forged a far-reaching education reform package that put Kentucky in the national
forefront. The innovative package offered a systematic way to attack Kentucky’s
history of low educational achievement that had hobbled its economic development efforts. Whether it could move Kentucky away from its own problem of
“un-Commonwealth” and raise the state’s national standing was a problem to be
resolved by future leaders.
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TWELVE
Mixed Results: Some Impacts of Kentucky’s Policies
Employment and Income Trends1
Despite claims otherwise from the Commonwealth’s leaders, their Keynesian activist economic development policies had only mixed long-run success at best.
Data from the U.S. Department of Commerce Bureau of Economic Analysis
(BEA) and the U.S. Census reveal the:
•
•
•

difficulties in changing the state’s position relative to the rest of the country;
entrenched regional and social class inequities within the state, despite overall
improvements in the economy and social well-being; and
disingenuousness of governors’ statements about attracting high-paying jobs.

At least until the recession of 2007, poverty reduction was truly a bright spot
(Figure 12.1). The poverty rate was about 38% in 1958. By 1969, it had been
reduced to about 23%, a remarkable improvement related to national economic
growth, President Lyndon B. Johnson’s War on Poverty, and state efforts to pump
up the lagging economy. By 1979, the poverty rate was below 18%, but the aftermath of the 1980s’ recession hit the state hard, and the rate peaked at about 19%
in 1985. After peaking again at more than 20% in 1993, poverty dipped to lows
of under 15% in 1995 and under 14% in 2000. After that, the rate edged up again,
reaching 19% in 2010 and 2011 during the protracted economic downturn. Even
the state’s urban areas were hard hit after 2007, with poverty rates in Jefferson and
Fayette County pushing 18% in 2011. Kentucky’s poverty rate has historically
been higher than the U.S. rate, illustrating the continuing structural injustices of
uneven development nationally. Despite the state’s efforts, Kentucky continued to
rank in the top ten for state poverty rankings, with several of the poorest counties
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in the nation. In the downturn following 2007, at least 17 counties had estimated
poverty rates above 30% in 2011, including one over 40%.2

Figure 12.1. Kentucky, U.S. Poverty and Unemployment Rates, 1959-2011. Source: United
States Bureau of Economic Analysis. Accessed April 11, 2012. http://www.bea.-gov/
regional/.

Since 1969, Kentucky’s unemployment rate typically has tracked close to the national rate, with two exceptions. During the energy crisis of the 1970s, Kentucky’s
unemployment rate ran below that of the U.S. But in 1980, the rate was higher
than the U.S., a trend that continued until 1992, when joblessness again fell into a
track similar to the whole country. The 1980s recession, triggered largely by high
interest rates imposed to dampen inflation, hit the extractive sectors particularly
hard. Increased joblessness gradually led to increased poverty, typically within a
year or two, suggesting that many Kentucky workers continue to be among the
working poor at the margins of poverty.
The 1970s and 1980s marked two major adjustments in Kentucky’s labor
force, one for the better, and one for the worse. Positive impacts of the Toyota
plant appeared after 1985, as the Commonwealth’s jobless rate dipped to under
6% in 1991. In the 1970s, energy reserves had benefited the state. By the 1980s,
they were of no help in dealing with wider sociocultural changes triggered by
the recession and global restructuring. Like the rest of the nation, however, the
state unemployment rate has been higher than it was in the 1960s, although rates
were relatively low from the mid-1990s until 2007. The 2007 recession nearly
doubled the state’s jobless rate to almost 11%, the highest since 1983. Economic
adjustments since the 1960s have created problematic structural unemployment
for the Commonwealth.
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Figure 12.2. Kentucky’s Per-capita Income, Average Wage and Salary Earnings and
Manufacturing Wage and Salary per Worker as Percent of U.S., 1929-2011. Source:
United States Bureau of Economic Analysis. Accessed April 11, 2012. http://www.bea.
gov/-regional/.

Figure 12.2 provides a long-run picture of three Kentucky income and earnings
measures, compared with the rest of the United States. First, per-capita income
moved from about 56% of the U.S. to peaks of almost 83% in 1979 and just over
82% in 1992 and 2009, clearly a success related to the Commonwealth’s development efforts. Per-capita income rose rapidly during the Chandler administration
in the late 1950s and tended to rise through the 1970s. The deep trough in the
1980s shows severe impacts of high interest rates and slow economic growth on
Kentucky’s extractive industries, among others. Notably, the state has been unable
to increase its per-capita income as a percentage of the rest of the country since
the late 1970s.
Second, average wages and salaries per job rose from about 79% of the U.S.
average in 1970, peaking at about 82% in 1979. Average earnings as a percent
of the U.S. average trended downward throughout the 1980s until 2005, when
they bottomed out at 73%, below what they were in 1970. It is difficult to explain
the rapid percentage gain between 2005 and 2006 without deeper analysis. But
Figure 12.2 does suggest Kentucky’s continuing difficulty with adjusting its relatively low wages to changes in the national and global economies, even though
governors tended to tell the public that Kentucky was capable of competing in
the world arena. Even with the Toyota plant and its associated auto parts plants,
the state took more than 20 years to recover from the crash of the 1980s. The data
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suggest Kentucky’s continuing tradition as a lower-wage state in a global economy
where lower wages are not necessarily an advantage.
Third, Figure 12.2 points out another problematic area in Kentucky’s income picture relative to the rest of the country. Wage and salary disbursements
for manufacturing workers were at about 88% of the national level in 1969, the
first year Bureau of Economic Analysis records are available. By 1984, as the
major recession of the 1980s was at its deepest, they peaked at 97%. This high
point came just before Toyota announced its decision to build its Scott County
plant in 1985. Since the mid-1980s, the percentage has tended to decline, and
Kentucky’s wages in 2010 were at 85% of the U.S., below what they were in 1969.
Despite significant industrialization, Kentucky continues to be a state with relatively low wages, as it was in the 1950s and 1960s in the early years of economic
development policy formation.
From the end of World War II through the Wallace G. Wilkinson administration, Kentucky’s governors moved from industrial- to economic development
policy, but industrial development tended to remain the central focus, especially
in rural agricultural and mining counties. This strategy, with its goal of raising
wages and personal income through attracting manufacturing jobs, was understandable. Higher wages and drastically reduced poverty rates made the state better off, a plus for governors seeking to build unity through job creation. BEA
data show Kentucky’s manufacturing jobs generated relatively high per-worker
personal income, above the state average. Even though governors touted the quality of Kentucky’s labor force, per-worker personal income from manufacturing
was consistently lower than the rest of the U.S. from 1969 to 2001, although the
income itself did rise when adjusted for inflation. The impacts of Toyota and its
associated auto parts plants did not completely counter shifts in other manufacturing sectors, but might have saved the state from deeper problems as the country’s
industrial base was eroded over the past generation. Historic national patterns
of uneven development, coupled with pressures from globalization, continued to
challenge the Commonwealth’s already poor competitive position. The gains governors sought were somewhat unsustainable, largely because of the prerogative of
businesses to move capital and jobs whenever and wherever they pleased.
Kentucky’s long-term policy emphasis redefined Commonwealth.
Smokestack chasing was a risky choice. As it was in the 1940s with extractive
industries, the percentage of workers may have been tilted too much toward the
volatile manufacturing sector by the late 1960s, well above the national percentage (Figure 12.3). Following the rapid decline in coal-mining employment after
World War II because of mechanization and changing markets, the number of
manufacturing workers in the state tended to increase from the 1960s through
2001, while the percentage of manufacturing jobs in the overall workforce
decreased. Meanwhile, the number of manufacturing workers in the U.S.
declined from the 1970s both in numbers and as a percentage of the workforce.
Manufacturing firms not only became more automated and mechanized. They
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also transferred jobs outside the country. Meanwhile, the state continued to rely
on its mining sector, which never rose above 4% of the work force from 1969 to
2010, peaking in 1982. By 2010, coal employment accounted for less than 1% of
the state’s workers, even as the Commonwealth continued to make the industry
one of its top priorities with incentives, research support, and lax environmental
enforcement that allowed for wholesale mountaintop removal. Large segments
of Kentucky’s economy continued to be semi-peripheral, tied closely to extractive capital, lower-wage manufacturing in slow- or no-growth sectors, and lowerend service jobs. The Commonwealth continued to be vulnerable to national and
global fluctuations. In this dynamic economy, other sectors changed to mirror
structural economic changes in the U.S. with increased employment and growth
outside of the manufacturing and extractive sectors.

Figure 12.3. Percent Manufacturing and Mining Employment, Kentucky, and Percent
U.S. Manufacturing Employment, 1969-2010. Source: United States Bureau of Economic
Analysis, Accessed April 9, 2012. http://www.bea.gov/regional/.

Kentucky’s economy could have been far worse off, however. The skill, tenacity,
and luck of Martha Layne Collins, who snagged the Toyota prize in 1985, turned
out to be a lifesaver. Without Toyota, including its subsequent expansions and
at least 120 auto-related firms that located in Kentucky in the ensuing years, the
state’s industrial base would have been even more severely damaged in the dismal
national manufacturing economy during the last years of the twentieth century.
Kentucky urbanized markedly in the last half of the twentieth century. Its persistent rurality probably explains many differences between the Commonwealth
and the rest of the country in terms of class structure, lower wages, and total

200

Some Impacts of Kentucky’s Policies

income. The percentage of rural population declined considerably from 1900
to 2000, but was always higher than the rest of the country. While the United
States passed the 50% urban mark in 1920, Kentucky did not see half of its
population become urban until 1960, as industrial development policy became a
higher priority. The BEA and Census population data suggest that over the past
40-plus years, regional population variation in Kentucky has stabilized. About
58% of the state’s population now lives in urban areas, compared with just over
56% in 1969. Micropolitan population has tended to hover between 19% and 20%,
while the Appalachian region, which had a coal-driven mini population boom in
the 1970s and early 1980s, now contains about 27% of Kentucky’s population,
slightly below what it was in 1969. While some rural and Appalachian counties have continued to lose residents, the Commonwealth’s regional population
dynamics not facing widespread crises of out-migration that they were in before
the 1950s and early 1960s. Expanded employment opportunities, even with lower
wages, have played a role in shaping the state’s current population, income, and
wealth distribution.
Figure 12.4 illustrates the mixed character of Kentucky’s development policies in addressing entrenched regional income inequities. Appalachian counties
designated as part of the ARC area in 1965 still have the lowest per-capita income
as a percent of the state as a whole. Nonmetropolitan Kentucky has the next lowest level, followed by micropolitan counties. Only the state’s metropolitan areas
exceeded the state’s average from 1969 to 2009. But the longer run data show that
Appalachian per-capita income grew from about 67% of the state average in 1969
to about 77%, clearly a positive sign. In the shorter run, Appalachian per-capita
income continued to grow as a percentage of the state average through the 2007
recession. While economic inequalities remain among the state’s regions over the
four decades covered by the chart, the improvement in Appalachian per-capita
income is part of a wider pattern in the Commonwealth that includes nonmetropolitan and micropolitan areas. The convergence of non-metropolitan per-capita
income with the state average is significant, given the promise of the governors
that economic development would lessen regional income inequities. To some
extent, the passing years have borne this promise out, although the gap remains
relatively wide.
Metropolitan areas’ per-capita income turns out to be problematic in the four
decades for which data are available. It has continued to exceed the state average,
but the gradual decline compared with the rest of the Commonwealth might be a
cause for concern for policymakers if the trend were to continue. Urban per-capita
income declined from about 116% of the state’s average in 1969 to about 112% in
2009. The measure declined 1% between 1969 and 2006.
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Figure 12.4. Kentucky Per-capita Income by Region as Percentage of State. Source:
United States Bureau of Economic Analysis. Accessed April 9, 2012, http://-www.bea.gov/
regional/.

The bulk of the drop (3%) came in the wake of the 2007 recession. The trend is
curious and raises a significant question about impacts of potential and actual
economic restructuring in the wake of the major downturn.
First, while broader conditions in the early 1970s were considerably different, the longer-term pattern of nonmetro per-capita income growth as a percent of
the state, coupled with a decline in metropolitan Kentucky’s percentage, suggests
a short-run “zero sum” game for Kentucky’s economy. It is true that the overall
economy has grown in the past four decades, but Figure 12.4 suggests a fairly
clear urban-rural economic dynamic with mirrored tensions related to changing
regional income patterns.
Second, the longer-run dynamic suggested by Figure 12.4 seems to defy the
conventional wisdom of critical economic geography regarding income and how
it pools in metropolitan (core) areas. While per-capita income remains highest in
Kentucky’s metro areas, 40-plus years of economic change have seen a narrowing of the gap among the state’s regions. Some of the credit for the convergence
of regional per-capita income must go partly to the Commonwealth’s governors
and legislators who crafted the evolving industrial-and economic development
policies in the postwar era. In fact, economic growth seems to have favorably
accommodated Appalachian, rural, and micropolitan areas in terms of per-capita
income, suggesting the likely emergence of growth poles, small cities and counties where some capital has been pooled to increase employment opportunities.
Yet, measures of income also need to be considered briefly.
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Figure 12.5. Kentucky Total Personal Income by Region, 1969-2010. Source: United States
Bureau of Economic Analysis. Accessed May 9, 2012. http://www.bea.gov/-regional/.

An analysis of total personal income and wage and salary disbursements across
four Kentucky regions highlights Kentucky’s continuing problems with uneven
development. As Figure 12.5 suggests, the absolute gap changed little for total
personal income between 1969 and 2010. In 1969, the factor between the lowest region, Appalachia, and the whole state was 5.7 times. In 2010, it was 5.6,
virtually the same. But the difference in wage and salary disbursements among
regions (Figure 12.6) widened markedly from 1969 to 2010. In 1969, the factor
between Appalachian wage and salary disbursements and the rest of the state was
3.44, while in 2010 it was 5.95. BEA data suggest a slow drift as average wages
in Appalachian Kentucky have tended to grow more slowly than the rest of the
state. In fact, it appears they have been flat since the recession began around 2007.
Meanwhile, as already suggested, the region’s personal income has continued to
increase, even if at a slower rate since the beginning of the recession. The growth
in total personal income in Appalachia likely can be attributed to increased wealth
(dividends and interest payments) resulting from continued tight energy supplies
along with increased transfer payments that come with higher unemployment.
The main point to remember is that Appalachian wages and salaries have not
fared all that well over the past several decades. BEA data show that Appalachian
Kentucky’s wages and salaries are consistently lower than anywhere else in
the state.
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Figure 12.6. Kentucky Wage and Salary Disbursements by Region, 1969-2010. Source:
United States Bureau of Economic Analysis. Accessed May 9, 2012. http://www.bea.gov/regional/.

During the twentieth century, Kentucky’s political economy underwent major
changes in class structure as the Commonwealth became more fully integrated
into the national and global economies. One significant indicator of shifting class
structure comes from an analysis of proprietors’ (petty bourgeoisie) income as a
percent of total state personal income (Figure 12.7). This percentage of proprietors’ income was substantially higher than the national average until after World
War II, when it dropped rapidly. The relatively high level, which topped out in
1932 at about 32%, is likely an indicator of high poverty, limited job opportunities, and localized markets, and small farming operations, especially in rural communities. Notably, the percentage continued to decline throughout the postwar
years as the state became more deeply engaged in attracting new capital that employed wage labor. Despite declining poverty and increasing employment opportunities statewide, however, small business income remained a major component
of the state’s income until about 1980, when it consistently dropped to below 10%
of the total. During the early 1990s, proprietors’ share of total state personal income
also dropped below the national average and has remained there since then.
The percentage of proprietors as a component of total employment offers
another telling glimpse at Kentucky’s economy and its development policies.
In 1969, the first year data is available from BEA, about 20% of Kentuckians
were employed as proprietors, compared with about 13% nationally. In Kentucky,
proprietors’ employment peaked above 20% in 1972 and 1983 and appeared to
be rising until 2010, with increases reflecting recessionary periods. Meanwhile,
the U.S. pattern showed a fairly steady trend of increase after 1969, marking a
major shift in the national economy that countered Kentucky’s trend. The U.S.

Some Impacts of Kentucky’s Policies

204

percentage of proprietors in the workforce has been close to Kentucky’s since the
1990s. The importance of Kentucky’s declining petty bourgeoisie to the overall
economy, especially in rural areas, cannot be underestimated. Small businesses
represent a potentially valuable asset for rural community economic development that underpins wider statewide development with potential job creation and
innovation. Small businesses also offer an alternative source of income when the
economy is in a sour phase.

Figure 12.7. Proprietors’ Income as Percent of Total Personal Income, Kentucky and
U.S., 1929-2011; Proprietors’ Employment as Percent of Kentucky and U.S., 1969-2010.
Source: United States Bureau of Economic Analysis. Accessed April, 2012. http://www.
bea.-gov/regional/.

Understanding the Trends
The BEA data suggest Kentucky’s development policies—in a microcosm that
is part of a far wider national and global economy—have played a mixed role
in improving the condition of the Commonwealth’s long run economy. Without
deeper and more sophisticated historic economic analysis, it is difficult to assess
how much of Kentucky’s development can be attributed to these policies. This is
a complex and dynamic model that grows only more complicated with the passing
years. Since the 1950s, however, there is evidence of:
•
•

a drastic reduction in poverty, but persistent poverty and structural unemployment among individuals and across broad regions, especially center cities,
declining small towns, and other rural areas;
improving economic conditions within the state, while conditions relative to the
national economy remained, in many ways, similar to what they were in the
1960s;
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narrowing regional disparities of wealth, but wider gaps for wages and salaries,
especially in Appalachia;
alterations of the class structure to create more wage earners in place of small
business owners; and
mitigation of some inequities, but persistence of many historic problems,
including adequate funding for state operations.

Despite oft-stated best intentions, an economic development policy built chiefly
on a low-wage strategy, coupled with incentives and tax breaks for businesses,
was reluctant at best, except to where it came to assisting capital accumulation.
The policy marginally spread social benefits evenly among workers and their
communities or across regions. It did not push for higher technology industries that offered higher wages until later in the game. Nor did it foster conditions for entrepreneurship. Yet, Kentucky’s governors affirmed their economicdevelopment policies time and time again in the name of all Kentuckians.
The fundamental shift in the business-owning middle class (petty bourgeoisie) structure is crucial to explaining the changing tapestry of Kentucky’s political and economic geography during the last half of the twentieth century. As
the Commonwealth’s leaders sold the state, successive waves of outside capital
fragmented local control and businesses. The waves rearranged local trade areas
by concentrating development and population in certain core communities that
became increasingly urbanized.
As a result, other communities that may have been more or less self-sufficient
declined absolutely and relatively, moving farther into the periphery of the state’s
unevenly developed tapestry. In short, the state’s efforts at chasing smokestacks
helped a limited number of communities. State reluctance helped fray the petty
bourgeoisie’s political and economic position in both the communities that benefited and those left to decline. Higher pay, coupled with the declining fortunes of
some places, lured would-be entrepreneurs and employees away from their own
local workplaces, especially in rural areas On the other hand, factory work helped
balance Kentucky’s farm economy by offering additional income for part-time
farmers.
It is not my intention to romanticize the old Kentucky, which had more than
its share of problems related to distorted local power structures and grueling
poverty. But the presence of a substantial petty bourgeoisie suggests Kentucky’s
governors, legislators, judges, and business and intellectual elite missed an opportunity to build Kentucky’s rural people and their communities by fostering
regional-, national- and later global-class entrepreneurship, perhaps in addition to
attracting new capital.
While this book does not treat education and workforce development
directly, these policy variables have played a more or less important role in each
administration’s priorities as part of job creation and increasing capital. Part
of Kentucky’s historic and continuing conundrum lay in the state’s inability
to attract a large number of the highest-paying industrial jobs in the face of a

206

Some Impacts of Kentucky’s Policies

changing global manufacturing economy. Low worker skills have presented a
constant challenge to development efforts, dampening salaries and putting the
state in a difficult competitive position.
The evolution of Kentucky’s pro-business policies and the concurrent competition among states amid dynamic globalism is historic fact, a redefinition of
Commonwealth. Attributing success or failure to all or any of the policies is a
matter of interpretation based on inadequate data and the cross currents of larger
politics and the economy. The selected federal data presented in this chapter suggest the mixed character of Kentucky’s Keynesian activist economic development
policies. The state-level Keynesian approach had its positive impacts, but turns
out to be more of a defensive posture in the long run.
Long-run BEA and Census data provide glimpses of the economic context
for the historic activities of a diverse group of liberal and conservative governors.
Within a capitalist political economy, these major actors have remained faithful to
the state government’s role in growing the Commonwealth through jobs creation
and assistance to capital accumulation to maintain a unified Commonwealth. This
is the clear message of the governors’ words and actions of the General Assembly
over the decades.

Endnotes
1. Parts of the analysis for this section were developed by three graduate students
in the Economics Department of Western Illinois University, Dzmitry I. Golata of Belarus
and Olexandr Vasetsky and Yuliya Serdiyuchenko of Ukraine, who were in the United
States as part of the Edmund S. Muskie Graduate Fellowship Program. Data sources include the Bureau of Economic Analysis (BEA) and the Bureau of the Census. BEA tables
include data where definitions have been changed over the years, especially based on
the Standard Industrial Classification (used in different forms until 2001) and the North
American Industry Classification System (used in these charts in 2002 and succeeding
years). Definitions are available on the BEA website, http://www.bea.gov/iTable/index_regional.cfm, Accessed April 9, 2012. [Back]
2. United States Department of Agriculture. “County-level Data Sets.” Accessed
March 18, 2013. http://www.ers.-usda.gov/data-products/county-level-data-sets/pov-erty.
aspx#.UUdbiFeyIn8. [Back]

THIRTEEN
Back to Context: Liberal Project Twisted to Sell the State
Economics as Capitalist Ideology and Politics
Within a capitalist political economy, governors, along with legislators, have remained faithful to the state government’s role in growing the Commonwealth
through job creation and assistance to business profitability. This is the clear
message of the governors’ words and actions of the General Assembly over the
decades.
Capitalist economics is far more than the abstraction and application of
market models. It is part of a broad and diverse sociocultural context marked
by ways of thinking and acting beyond the marketplace, including the political
sphere. This is the key to a competitive political economy that unites and divides
bourgeoisie, petty bourgeoisie, government, and labor interests around dynamic
economic development processes.
Development policies are more than a dream of future progress. They represent ongoing efforts to achieve progress in the midst of multiple axes of change
that constantly construct, destroy, and reconstruct economics, politics, places,
people, and culture—multidimensional thesis, synthesis, and antithesis in practice. Capitalist development is based on the widespread belief in expanding markets for private sector profitability. Job creation is necessary for political support,
but may not be sufficient for profitability. In fact, job creation may be unnecessary
for profitability or may actually damage it. As a government credo, development
engages the state in changing the hearts and minds of workers and citizens to
participate in growth and progress for the general welfare that is linked so closely
to business profitability. What’s good for business is good for the state. Or is it?
An extended case study of Kentucky’s economic development policy
evolution provides some insights into how and why one state’s governors worked
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over nearly 40 years to legitimate the state and its role in attracting capital to
provide jobs that would build the economy. The governors’ words and legislation
from the General Assembly clearly show a stated desire to unify diverse geographic regions, social classes, and profit-seeking corporations around common
goals and values. The stated goals were to create jobs and increase the quality of
life in the Commonwealth. To do this, the state’s “business climate” had to be improved to attract and retain capital that could make a profit. The Commonwealth
established a legislative framework and the political machinery to improve its
own effectiveness, and brought citizens on board with appeals for unity, all to
increase business profitability in an increasingly competitive national and global
economy.
Kentucky’s Keynesian activists of the immediate post-World War II years of
the 1950s and early 1960s faced the difficult task of mitigating a litany of ills— including chronically high poverty, low-skilled workers, poor roads, out-migration,
and market and technological changes—that were ravaging large areas of rural
Kentucky, especially the Appalachian counties. Based on their understanding of
the times, the governors embarked on a massive infrastructure building campaign
to ease the friction of movement within and across regions. New roads were a
first step toward attracting capital. Road-building was expensive, and the state’s
leaders engineered legalities to circumvent outdated constitutional debt strictures.
They were desperate to foster development that served a then-contemporary
public purpose.
Increased debt offered one tool to grow the state’s ability to address the other
issues. By further refining tools to get around the state’s antiquated Constitution
of 1891, governors found ways to provide business incentives designed to attract
new capital to fuel growing government and create jobs. This was more than a
matter of economic tools and strategy. While seeking new capital, governors, in
their statements at least, wanted “balanced growth” to account for the needs of
and to preserve more traditional fragments of bourgeois and petty bourgeois capital. Rhetoric and expedient politics were important considerations in guiding what
turned out to be significant changes in the Commonwealth.
Navigating around the debt, however, was only part of the equation for growing
the state to accommodate and foster new waves of capital. The Commonwealth’s
elites in Frankfort had to construct a seemingly fair tax system that would provide
increasing revenue for growing state operations, not arouse too much citizen protest, and be competitive in the growing, dynamic national and global economy.
But other considerations complicated the Commonwealth’s development project
over time. The governors, as relatively powerful individuals, were acting in a
period of sweeping changes in the country and around the world.
From the outset, Kentucky’s governors emphasized an economic approach
to development: attracting capital to grow the state and make it a better place to
live and do business because of its low-skill, low-wage workforce. The economic
purposes relied on reinforcement from values such as growth and progress that
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promised a better life. Even in the 1950s, this was a complicated process. Policy
had to overarch the weak foundation of a Commonwealth divided by wealth, poverty, and geography; and characterized by a class structure with significant extractive and localized petty bourgeoisie fragments that resisted change or at least
wanted change their way. Implementing new policies demanded that Frankfort
gain the assent of local communities. As powerful individuals in their states and
nationally, Kentucky’s governors and the General Assembly helped weave the
larger sociocultural processes as they responded to wider pressures from other
states, Washington, and around the globe.
The dynamics of the capitalist sociocultural system in the post-World War II
era are fascinating, especially when viewed within the microcosm of Kentucky
politics. By the late 1960s, the economic “war between (among) the states” had
emerged with a vengeance, and the Commonwealth’s industrial development
policy began its slow evolution toward economic development. Statements about
balanced growth were subtly altered to mean economic diversification, attracting
a wider cross section of capital fragments with more incentives and tax breaks for
new capital and traditional segments.
The tidal wave of globalization that washed across the U.S. and Kentucky
during the 1970s and 1980s permanently altered government-capital relationships
as the bourgeoisie leveraged global competition to its benefit, especially in its
search for cheap labor. Kentucky’s location as a lower-wage border state was no
longer a strength in the midst of worldwide competition for businesses and cheap
labor. So the state had to rely more and more on its tax structure, business incentives, and closer public-private partnerships to maintain its image of business
friendliness. Perhaps the easiest conclusion to draw from watching this evolutionary process over about five decades is that things could have turned out worse for
the Commonwealth.

Public Relations: Appearances and Realities
Governors, as symbols of development efforts, made extensive use of public relations (PR) to build a climate (culture) that favored profitable business and provided benefits acceptable to the state’s workers. PR is a conservative craft that
emerged in the 1920s and 1930s. It grew rapidly in both the private and public
sectors after World War II with the goals of analyzing policies, planning and implementing programs, and communicating a particular, self-interested interpretation of those programs to the public.1 PR has its roots in journalism as a way of
presenting facts, but is more dependent on symbolic representations controlled
by corporate or government officials who want to communicate a certain message. Cutlip and Center, two traditional public relations practitioners, expressed
a core assumption of the craft, noting that the way an event is interpreted can be
more important than the event itself.2 In recent years, PR has become more tied to
marketing and sales to bolster the power of interpretations.
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In their quest to weave a unified development tapestry, Kentucky’s governors mounted extensive public relations campaigns to promote their programs and
policies with carefully crafted stories about the economy, workforce, and heritage.
Kentucky’s evolving economic development policy saw state efforts not only to
formulate legal and bureaucratic mechanisms for attracting new industries, but
also to assist in interpreting those activities as part of selling the state. Governors
sought to build unity to minimize class and regional conflict. They needed to
make the state attractive for economic development, a public good that would
create jobs, while using debt and regressive taxes to bolster business profits and,
they hoped, workers’ wages. The strategy was risky, but governors constantly
maximized the perception of widespread public benefits of job creation and
improved social well-being.
HB 1 in Happy Chandler’s first 1956 special session was perhaps the most
obvious expression of PR’s importance. The measure formed the Kentucky
Public Relations Department out of the Department of Conservation’s Division of
Publicity.3 In 1958, the inconsistently conservative Chandler sought funding for
increased national advertising and promotion to attract new industry and tourists,
laying part of the foundation to diversify the state’s economy in years to come.4
His successor, the liberal Bert T. Combs, reorganized the Department of Public
Relations to include divisions of tourist and industrial promotion. It was later renamed “Public Information.” The department also waged an industrial advertising
campaign.5 This practice continued under later governors. The implementation
of a more professionalized advertising and public relations program in Frankfort
under Chandler and Combs suggests a refocusing of ad hoc state development
efforts from merely publicizing programs to planned and deliberate attempts to
shape public opinion and perceptions in Kentucky and elsewhere.
In 1960, the Combs administration effectively used public relations to solidify support for its regressive sales tax, an issue that had raised political hackles
for decades. Public relations staff from state universities and colleges informed
the public about positive benefits of the sales tax.6 The media picked up the positive information, and opposition disappeared. In addition, the Department of
Economic Development was organized to build unity by using public relations to
communicate the state’s goals and wear down opposition in communities:
A . . . problem encountered by the Department is one that is bound to arise in any
collective society—opposition to change by a few citizens. Sometimes the opposition finds its basis in selfish motivations, but more often it is merely a shortsighted preference for the status-quo. A somewhat related and often encountered
sentiment is lethargy on the part of some community leaders. . . . Presence of the
status-quo and lethargy are dealt with through various publications plus extensive personal contact between the Department of Economic Development and
community leaders. Representatives of the Department meet with civic organizations to emphasize the importance of industrial growth and advise on necessary
steps for community improvement and procedures for dealing effectively with
industrial prospects.7
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PR continued to be important, but it became more and more complicated with
the Commonwealth’s highly visible revenue and regional crises, such as the
Russman v. Luckett property tax suit under Edward T. Breathitt; the “Mountain
Revolt” under Wendell H. Ford; and the crippling tax caps passed under Julian
Carroll. Progress brought unity and conflict to the Commonwealth as the turbulent
global political battered the state and fomented discontent, including the rise of
neoconservatism and libertarianism, mainly in conservative Republican Party
factions.
While Kentucky benefitted from the energy inflation of the 1970s, much of
the rest of the country outside of the Sunbelt witnessed stagnation and decline.
After the mid-1970s, deindustrialization was well underway in many areas of
the U.S., especially the Northeast and Midwest. Many jobs were moved to the
Sunbelt, increasing competition among the states. Others were moved overseas or
eliminated by new manufacturing technologies and corporate buyouts. Economic
growth in the Pacific Rim and other semi-peripheral areas with an abundance of
cheap labor undermined Kentucky’s low-skill, low-wage edge. Rapidly rising interest rates in the early 1980s threw the energy and agriculture sectors into turmoil
and devastated large swaths of the rural coal fields and farming areas.
By the 1980s, selling the state with PR and traditional advertising campaigns
became incredibly difficult. Neoconservative thought, already well-established
nationally, was evident in the Commonwealth when John Y. Brown Jr. was elected
in November, 1979. Its proponents had already been highly successful at altering
public perceptions, whipping the federal government especially and shredding
remnants of the New Deal welfare state for the poor and disadvantaged. At the
same time, they increased corporate welfare and demanded personal responsibility from people who were thrown out of work in a rapidly changing workforce
that was ripe for seeking scapegoats.
Brown was contradictory. He ran for governor as an outsider (he was not)
and belittled big government, a now-classic neoconservative strategy. But he also
brought a can-do attitude, based not so much on his belief in government as his
belief in business. Under his guidance, the state added two neoconservative patterns. First, Brown directly involved business leaders in day-to-day government,
not just as advisors, creating the notion of “Kentucky and Company.” Second,
in the face of the fiscal crisis left by Carroll, Brown vastly widened Kentucky’s
welfare programs for business to increase revenue. Brown, always expressing his
faith in capitalism, redoubled efforts to attract new businesses, boost profits, and
create jobs. This was one essence of President Ronald Reagan’s skillfully articulated “trickle down.” Ironically, state development efforts became more important, even as criticisms of big government, including those from Brown himself,
became far more common.
Shortages of skilled labor had always haunted the Commonwealth’s development efforts. With the weaving of globalization and neoconservative threads,
education became more central to the state’s development policies. Even so,

212

Liberal Project Twisted

government and schools became objects of cynicism and scorn from politicians
and non-politicians alike. The neoconservative vision, with its negative approach
to government, was opposed to old New Deal optimism, which had its own form
of criticisms that appeared to threaten markets and profitable capital. The contradictory strategy of blending economic development and education reform fit
nicely with the neoconservative-neoliberal core ideological principles of meeting
global competitiveness, building personal responsibility, and supporting corporate
profits with reduced government interference in markets. Older style liberalism
was ultimately transformed into neoliberalism, a set of principles that seems more
conservative and less coherent than traditional liberalism or neoconservatism.
The Reagan administration’s neoconservative-conservative education reforms had neoliberal support partly because of purported threats to national security.8 In Kentucky, the idea became popular because better schools could enhance
economic development and the lives of Kentucky’s residents, many of whom
were woefully undereducated for a world based on global competition. The two
administrations following Brown illustrate just how confusing and fragmented the
state-level political and economic culture had become by the 1980s. For example,
Martha Layne Collins was far more optimistic than any of her immediate predecessors about government. Her approach was clearly neoliberal. She brought education and economic development together in ways that fit her times and the needs
of selling Kentucky in global markets, while building unity at home. If the state
could provide adequate education and skills for workers while using incentives to
attract new capital, it would be competitive, and quality of life would improve for
everyone. Increased state assistance for workforce development suggested that
government leaders realized that their focused pursuit and protection of low-skill,
low-wage jobs was no longer the best or only policy. New efforts at building unity
and some semblance of balanced growth would consider the quality of both the
workforce and jobs created.
The reshaping of Kentucky’s education policies reached a high point as the
more traditionally conservative businessman Wallace G. Wilkinson accepted a
State Supreme Court decision that overturned the Commonwealth’s education
system, leading to passage of the Kentucky Education Reform Act of 1990. In
the midst of continuing statewide negativism related to poor economic times, the
neoliberal Collins effectively managed to secure what appeared to be significant
education reforms and the Toyota deal. Her successor, Wilkinson, campaigned on
helping development in rural areas and improving worker training. Despite his
suspicion of government, he laid the state’s first real rural development policy into
place. While his original education policy was far from expansive, circumstances
put him in the position of helping lead the way to breathtaking education reform
in 1990.
Somehow, the state continued to maintain some legitimacy through the good
and the bad during the 1980s. Frankfort’s PR program was bolstered by statewide organizations that promoted education reform and economic development
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more in tune with the times. Activities of the governor and legislators created
core truths as economic development and education reform became increasingly
important in the state’s efforts to sell itself (compete) at home and abroad.

Facing the Contractions
As part of the shift in the global, national, and state political economy and ideology over almost half a century, Kentucky’s balance of power with its extractive
industries and petty bourgeoisie of farmers and small businesses would never
be quite the same. New waves of capital during and after World War II altered
the state’s government, geography, and class dynamics, a process that continues
today with local and global impacts and implications. Early state development
policies, designed to attract industry to diversify the state away from agriculture
and energy, now focus on the state’s extractive agriculture and energy sectors. The
plans of two generations ago have been turned on their head. In an ironic turn, the
promised paradise of industrialization is, for now at least, a memory as the state
again emphasizes its agricultural and energy extractive base.9
The state’s conservative turn and governors’ desperation to at least maintain
some semblance of a healthy economy twisted Keynesian activism, altering the
definition of the welfare state. Wider neoconservatism increased suspicion about
taxes and social welfare programs, while relying on bigger government to assist
various capital fragments and increase the state’s role in education for workforce
development. The PR message masked the contradictions. Despite the regularity of global and national fiscal crises and constant readjustments in Frankfort,
development was sold as strengthening the Commonwealth.
Development policies had their strong points. But Frankfort’s readjustments were not only growing pains of a state trying to build unity. More importantly, evolving Keynesian activism demonstrated the state’s role as a small
player in global competition. Although difficult to calculate, selling the state
was costly. Logically, revenue lost to incentives must have hurt a fiscally limited Commonwealth facing intense and growing demands on its services. The
now-twisted Keynesian activism, with its constantly growing largesse to corporations and regressive taxation, met its limits, especially as the twenty-first century
arrived.
Originally, the federal New Deal incorporated three decades of critical and
progressive social thought, including American Marxism and strands of socialism; populism that questioned big business and sought a level playing field;
historic analysis that questioned liberal-capitalist market-based ideology; institutional economics (government involvement) set against market primacy; philosophical pragmatism rooted in public responsibilities; and legal realism, which
saw institutions as potential instruments of class domination.10 The Depression
and its Keynesian remedies created curious contradictions to support a decadeslong compromise that lasted into the 1970s. This compromise between the
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bourgeoisie and the state allowed governments to actively support workers and
marginalized citizens while assisting business profits generally considered as
reasonable. Kentucky’s Democratic political leaders, including the conservative
Chandler who had resisted the New Deal during his first term as governor in the
1930s, picked up this ideology and policy foundation to craft their development
policies in a growing post-World War II economy.
Crises of Keynesianism, as well as the larger capitalist system, grew in the
1960s under inflationary pressures of Great Society programs and the Vietnam
War; racial turmoil; and the oil crisis and stagflation of the 1970s. These interrelated events undermined government credibility and threatened businesses,
opening the way for the neoconservative reaction that surfaced in Kentucky during Louie B. Nunn’s term. According to the neoconservatives, government had
grown too big and was trampling on the rights of individuals. It was giving too
much aid to the poor and people of color. Its regulations were extreme, interfering
with business prerogatives of managing employment, production, and marketing.
Kentucky felt the sting of these events, which threatened the Commonwealth’s
development efforts because of broader economic gyrations, increased demands
for human services, and heightened competition for industrial jobs in a fragmented and destabilized economy. In this climate, neoconservatives began to leverage
the American inclination toward smaller government and lower taxes into distaste
for big government, especially where Washington was concerned.
As the crises of an increasingly globalized and fragmented capitalist sociocultural system deepened in the 1970s and 1980s, Keynesians faced opposition
from neoclassical economists who were more oriented toward free- market capitalism. Keynesian policies required government involvement in the economy with
incentives and tools to temper corporate power, while keeping business profitable.
Poverty reduction and increased worker income were central to these policies,
especially in Kentucky. Neoconservatives assiduously cultivated anti-government
sentiments by creating fears of moral decline and ill-defined “socialism.” By reneging on the New Deal compromise, they eroded faith in the power of government to do good works well for the wider social well-being. They seized a piece of
ideological high ground, leveraging poor economic conditions to not only play on
workers’ fears of job loss, but to attack regulations that were said to lower profitability and competitiveness. They bluntly suggested that social welfare programs
damaged business profits and job creation, even though the amounts transferred
to non-capitalists, including workers and the economically disenfranchised, were
seemingly meager.11 The New Deal had relied on compromises between natural
rights individualism and utilitarianism, property rights and human rights, liberalism and welfarism, capital and labor—compromises once imbedded in economic policy. Under neoconservatism, New Deal precepts were questioned as
being “socialist,” and fundamentally un-American. These contradictions began
to emerge as early as the 1960s in Kentucky. They became increasingly evident,
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especially during the Carroll years, with the tax revolt in 1979, and continued into the
following decades.
The political-economic context of neoconservatism is important. It is an elitist democracy far different from the general drift of New Deal policies designed to
spur consumption and, whatever the flaws, were an attempt to build Washington’s
capacity to support state and local government with planning and community
building that went hand in hand with local, regional, and national economic development. In its idealized form, neoconservatism can be described as “legal democracy,” where the assumption that the majority rules in protecting people from
arbitrary government to secure liberty. The rule of law governs majority rule,
always allowing for individual freedom in the political and economic spheres.
This implies free markets and minimal government intervention in markets, civil
society, and private life. It is a traditional liberal approach that promises to minimize bureaucracy, limit interest groups such as unions, and reduce the threat of
any form of collective action. Legal democracy emphasizes values of freedom of
choice, self-reliance, and voluntary aid.12
Traditionally conservative economists, politicians, and other ideological
leaders always viewed the New Deal compromises as anti-business and inefficient policy mechanisms that interfered with free markets and individual freedoms. Neoconservative ideology became ascendant in the waning years of the
twentieth century in spite of (or because of) the unstable domestic economy, slow
or no job creation, and regular periods of global financial crisis that continue
to threaten the fiscal solvency of governments and businesses around the world.
Taxes were a continuing irritation for workers and businesses. In a critical view,
they were regressive, geared toward supporting the profitability of corporations
and their shareholders. In a neoconservative view, they robbed people and businesses of their freedom to consume and accumulate wealth. In a global view, taxes
affected corporate profitability and location decisions. The economic, political,
and ideological reasoning of neoconservatism was incredibly simple. It pinned
governments into a box labeled with “high” taxes and exaggerated failures of “liberal” programs. Ironically, neoconservatives redefined the New Deal compromise
to the advantage of the wealthiest citizens and corporations, coupled with vague
promises of job creation somewhere, but not necessarily in the United States.
Neo-conservatives, often with the help of neoliberals, have worked to reduce
welfare for society’s poorer members while maintaining or increasing welfare
for corporations and the wealthy. This process widened long-term income and
wealth gaps in Kentucky and across the country, especially after the 2007 global
economic debacle. Perceived government fiscal crises, especially in the most recent global downturn, have seen real curtailing of welfare programs not only for
the working poor, but for the “truly needy” who are blind, disabled, or in need of
mental health care. Schools also have seen cuts as state per-pupil funding has been
reduced in recent years.13
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Ascendant Neoconservatism in Frankfort14
Kentucky, always a state with strong conservatism even in the most liberal times,
became much more conservative after the brief moment of New Deal Keynesian
activism faded during the 1970s. The emerging and inconsistent state-level conservatism, neoliberalism, and neoconservatism gradually reshaped and redirected
the Keynesian ideal. As this book suggests, the state’s governors have, in response
to changes in state and national politics, as well as globalization, tended to become muted in their optimism about government. In fact, their speeches frequently voiced suspicions about government and the taxes needed to fund their programs. At the same time, they continued to widen economic development policies
and kept taxes relatively low (and regressive) to stimulate business and maintain
employment.
Kentucky’s increased conservatism is evident in its political power structure.
By 2012, both senators in Washington were Republicans, although one was really a libertarian. This represented a significant change from earlier years of the
twentieth century when the seats were split or Democrats tended to predominate.
Meanwhile, after the 2012 election, five of the six representatives in the U.S.
House were Republicans. The Republican-oriented trend emerged slowly during
and after the 1960s and was firmly in place by the early 1990s. Republicans also
became more powerful in Frankfort. The 38-member State Senate came under
Republican control in 2000. In 2013, it had 23 Republicans, 14 Democrats, and
one independent. Since the 1990s, Democratic control in the Kentucky House
of Representatives has been eroded. In 2012, there were 59 Democrats and 41
Republicans, far from the sweeping majorities that fragmented Democrats held
in the 1960s. If nothing else, the state is more bipartisan than it has been in decades, a healthy sign from the standpoint of pluralism, but also a sign of long-run
fragmentation as the New Deal coalition fades into history. Considering neoconservatism’s anti-government ideology and polarizing effects, it is now difficult
for even the best politicians to form a cohesive center. Whatever its pitfalls, the
promise of job creation, even in challenging economic times, remains central to
maintaining state legitimacy and a semblance of unity, no matter what it costs the
state treasury.
The real contradiction is that Kentucky has been, at its heart, a truly reluctant state in the long run, whatever the outcomes of Keynesian activist policies.
The dynamic ideology and practice of capitalism—always based on corporate
and shareholder profitability—shaped and limited policy prescriptions on the balance of unity and fragmentation within and across social classes and regions.
No matter how the outcomes of Kentucky’s development policies are evaluated,
the ideology and practice of capitalist political economy, even in more liberal
times, delineated how far the Commonwealth could go in dealing with its age-old
problems of social class fragmentation, out-migration, poverty, low wages, poor
education, and uneven regional development. As part of the New Deal
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compromise, which stretched reluctance to the limit, the Commonwealth played
a vital role in addressing these issues. But, with the demise of the compromise,
these broader sociocultural issues have declined in relative importance, at least up
until now. Meanwhile, Frankfort’s pursuit of economic development became central to the state’s mission, a legally sanctioned tribute to and for the predominant
capitalist hegemony. The state’s economic development portfolio became broader
than ever, ranging from various forms of access to funding such as the old-style
industrial revenue bonds to seed capital, along with programs to encourage alternative energy, high technology, and entrepreneurial development. The renewed
emphasis on agriculture and energy faces the realities of deindustrialization and
goes back to the state’s traditionally perceived strengths in natural resources.
Perhaps the biggest change that has occurred in Kentucky’s governmentlevel structure is the relationship of state and private efforts to build the economy. In 1992, Governor Brereton Jones—a horse breeder and politician and a
West Virginia Republican turned Kentucky Democrat—signed HB 89 to create the Kentucky Economic Development Partnership Board. The legislation
made him chair. It put a 13-member board in charge of the Kentucky Economic
Development Finance Authority (KEDFA) in the Commonwealth’s Cabinet for
Economic Development (ThinkKentucky.com). KEDFA oversees awards of the
state’s financial incentives. The partnership has eight private-sector voting representatives, one from each of the state’s congressional districts and from different economic sectors. Four cabinet secretaries—(1) Economic Development,
(2) Finance and Administration, (3) Environmental and Public Protection, and
(4) Tourism, Arts and Heritage—were ex-officio members.15
According to the original statute, the Kentucky Industrial Development
Council; Associated Industries of Kentucky; the Kentucky State AFL-CIO; the
Kentucky Farm Bureau Federation; the Kentucky Chamber of Commerce; and the
Kentucky Economic Development Corporation were responsible for assembling
a slate of nominees for the partnership. The governor made the final choices of
leading business executives while accounting for geographic distribution of membership, unlike other such entities in the past. Board members were supposed to
bring expertise from large and small businesses and local economic development
and drive research and development to the marketplace.16 With the possible exception of the AFL-CIO and its role with organized labor, all of the organizations
named to establish the partnership have traditionally represented more or less
conservative elements of the state’s business leadership.
Before the 1992 legislation, the state often cooperated with businesses in its
economic development efforts, including calls on companies and participation
in global trade events in the U.S. and abroad. Now, the Economic Development
Cabinet reports its activities to business representatives on the Kentucky
Economic Development Partnership (the Partnership Board). The Partnership
Board, according to its website, ThinkKentucky.com, directs and oversees the
cabinet and adopts the strategic plan for the agency. The statutory Kentucky
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Economic Development Finance Authority still awards most incentives to businesses, but now does so under the partnership. Meanwhile, the partnership also
has established Commonwealth Seed Capital, a separate, non-state limited liability company, to promote investment in knowledge-based businesses.17 This form
of organization is an indication of the Cabinet’s accountability to the government.
More importantly, however, a government-funded agency is accountable directly
to the private sector. Privatization of the cabinet’s operations is truly indicative of
the predominant neoconservative political economy in which the Commonwealth
now operates. The choice of a dot-com label for Think-Kentucky.com sends a
different message than a dot-gov designation.
HB 3, passed in a 2009 special legislative session in the midst of a continuing
state fiscal crisis following the so-called Great Recession, marked another major
overhaul of economic development operations. In terms of organization of the
Cabinet for Economic Development, the measure folded the Kentucky rural development, economic opportunity zone, jobs development and industrial development programs into a Kentucky Business Investment Program. The measure also
offers another glimpse of contradictory government, Kentucky-style. Governor
Steve Beshear, an experienced Democrat who had served in the legislature and
as lieutenant governor, sought the “Incentives for a New Kentucky” (INK) bill to
stimulate the state’s flagging economy through business investment and reinvestment. According to the governor’s website, the measure stimulated more than 200
projects with about $2 billion invested in the state. The website also noted that
the measure potentially created 11,500 new jobs and saved almost 5,000 jobs.18
While the program apparently has had some positive impacts, unemployment and
poverty in Kentucky remained at high levels, a sign of the stubborn recession and
painful recovery.
HB 3 came within months of President Barack Obama’s federal stimulus
package, which passed in mid-February during the early days of his new administration. The measure is a state-level example of contradictory fiscal logic, a difficult puzzle that requires an understanding of the Commonwealth’s neoconservative context and elements of residual neoliberal Keynesian activism. The package
offered generous assistance to capital with smaller tax breaks and incentives for
individuals. In the midst of a long-running fiscal crisis that saw widespread cuts
in state government programs, HB 3 looked something like a “Christmas Tree,”
in legislative parlance, with something for everyone, including capital fragments
such as manufacturing, agriculture, nonretail services and technology, and regional or national headquarters operations that promised to invest in projects and
create jobs. The measure also included full coverage of job training to upgrade
individuals’ skills; creation of a transportation authority; increased incentives for
historic preservation; expanding the types of properties eligible for tax increment
financing; creation of a railroad expansion credit related to fossil and alternative energy; revision of pari-mutuel tax incentives for an international horseracing event; sales tax breaks for purchases of computers and telecommunications
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equipment; tax credits for films produced in the state and for first-time buyers of
new homes; exemption of active duty service members from the state income tax;
and a trade-in allowance for buyers of new vehicles. The legislation also eased access to capital by reducing the corporate match for certain economic development
programs, including those aimed at smaller businesses.19

Closing Thoughts
The observations in this book offer an interpretive perspective that begins to illuminate the mixed and contradictory character of Kentucky’s economic development policies from the 1950s to the 1990s. While Kentucky’s leaders wanted
citizens to believe that their policies have been shining successes over the years,
the data suggest only mixed results. Kentucky is, even with the greatly weakened
economy after 2007, somewhat better off than it was in the 1950s, especially in
terms of reduced poverty.
During the last half of the twentieth century, Frankfort found itself compelled
to focus tightly on policies to deal with intense competition to attract and retain
capital, even as those activities created fiscal problems. Building a competitive
business climate is part of the mystical quality of capitalist sociocultural hegemony. To maintain some legitimacy, the state eased the regressivity of its tax system from time to time, but this always had to be balanced with tax and incentive
policies that favored a strong, business-friendly climate.
There was no imperative for state leaders to devote such significant resources
to industrialization by selling the state to attract outside capital after World War
II. It might have been slower, but it was possible to place more emphasis on
building local capacity by implementing effective programs for education and
entrepreneurship, for example. This is especially true if Kentucky’s governors
had made an honest appraisal of stubborn state, national and global patterns of uneven development that, coupled with low education levels, hobbled development.
Instead, Kentucky’s governors were caught up in the post-World War II myth that
competing to attract and build corporate wealth would solve the state’s structural
and fiscal problems. Capitalist hegemony runs deep into politicians’ faith in the
ability of the system to provide widespread prosperity.
Instead of feigning unity through attracting capital for jobs creation with
nominal investments in education and job skill building, Kentucky’s governors had other choices that would have been far less reluctant. Based on the
Commonwealth’s legacy of proprietorship, they could have invested more in
community and small-business development, which might have allowed for more
economic diversity, bolstered the job-creating middle class, and kept more communities vital, instead of concentrating capital in certain areas. Leaders could
have invested in quality education and workforce development much sooner to
make the state more attractive to firms offering higher-paying jobs, while helping
to make workers more adaptable to changing conditions. The state’s failure to
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push harder on emerging technologies—manifested in the demise of Spindletop
in the 1970s—limited other opportunities for at least another decade.
Perhaps the biggest irony of the whole “liberal” project of selling the state
by providing assistance to companies to attract new capital—started in earnest
with the idealistic state-level Keynesian-style activists of the 1960s, Combs and
Breathitt—is manifested in the continued regressive sales tax that benefits companies, accompanied by a tax on workers to pay for their new jobs. Someone had to
pay the price for unity and the dream of growth and job creation. The burden fell
on the working class. Workers, thankful for a job, continued to pay for the state’s
economic development in one way or another.
In the face of continuing state fiscal crises, regressive taxes became the hallmark for liberalism and conservatism, neoliberalism and neoconservatism. The
Commonwealth’s leaders reinforced the corporate welfare state and increased
state dependence on a conservative and often ungrateful private sector. Businesses
dedicated to profitability became quite adept at seeking the best bargain from
Frankfort, while struggling against state intervention in markets, all in the name
of competition in a globalizing economy.
Whatever the successes and failures of the Commonwealth’s economic development policies, other reform impulses continued to be powerful and helped
move the state in new directions. For example, the Prichard Committee for
Academic Excellence, founded in 1983, continued to be a significant force in
education reform at all levels. The state’s eventual move toward firmly linking
economic development with building education and human capacity after the
mid-1980s was at least a tacit recognition of the major flaws in past industrial/economic development policy that tended to focus on lower-skill, lower-wage jobs.
The emphasis on education, however, slowly diminished because of Frankfort’s
chronic fiscal problems.
Education reforms built a positive base for selling the state in the so-called
Information Age. Business-friendly, progressive organizations coalesced around
the idea that Kentucky would be far better off if it devoted its resources to building people and their skills to meet the demands of a competitive global economy,
a new, but old idea for the state’s leadership at the time. But there are no panaceas,
and the crash of 2007 and painfully slow recovery once again left doubts about
the Commonwealth’s competitive position as it struggled in the midst of real pain
for many of its citizens.
Leaders of the reluctant Commonwealth need to decide if past ways of selling the state are worth it. Real unification depends on their courage to consider
a true pluralism based on satisfying genuine human needs and nurturing human
potential as individuals and in communities in the face of new conflicts and crises
that continue to unfold.
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Chandler: Kentucky Industrial Development Finance
Authority, 1958
Preamble, SB 315
WHEREAS, there currently exists in certain areas of the Commonwealth the need for an
increased number of industrial enterprises so as to bring about more beneficial utilization of human resources, and the products of our mines, forests, farms, industries and
other resources;
WHEREAS, it is a proper responsibility of State Government to assist and encourage in
every way possible, compatible with the principles of free enterprise, the development and expansion of business and industry, by which may be provided enlarged
employment opportunities and a higher standard of living for the people of this
Commonwealth;
WHEREAS, the device under which private community industrial development organizations in Kentucky acquire and improve industrial sites and acquire and build industrial
buildings with funds raised through popular subscription, mortgage borrowing, or
otherwise, for lease and sale to new and expanding industries has proven effective
in creating new employment and business opportunities locally, is in accord with the
American tradition of community initiative and enterprise, and requires and deserves
encouragement and support from the Commonwealth;
WHEREAS, by increasing the number of community industrial sites and building projects
presenting attractive opportunities for private investment in such areas, a larger portion of the private capital available in Kentucky for investment can be put to use in the
general economic development of the Commonwealth;
WHEREAS, existing programs for economic development of the Commonwealth may
be made more effective through the establishment of a source of intermediate venture capital to bridge the gap between funds available from banks and other private
lending institutions, on one hand, and from local development organizations, on the
other hand;
NOW, THEREFORE, Be it enacted by the General Assembly of the Commonwealth of
Kentucky:
Section 1. This Act shall be known as the Industrial Development Finance Act.
It is the purpose of this Act to promote the health, safety, morals, right to gainful employment, business opportunities, and general welfare of the inhabitants of the Commonwealth
by the creation of a body corporate and politic to be known as the “Industrial Development
Finance Authority” which shall exist and operate for the public purpose of alleviating unemployment and furthering the utilization of natural and man-made resources by the promotion and development of industrial and manufacturing enterprises in local communities
of the Commonwealth. Such purposes are hereby declared to be public purposes for which
public money may be spent.1

Summary of Provisions
Section 3. Local development agencies are nonprofit incorporated organizations,
foundations or agencies primarily devoted to industrial promotion.
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Industrial building projects include any site, structure, facility or undertaking related
to an industrial enterprise established or planned by a local development agency.
Industrial subdivision project is a tract of land of at least 50 acres within or near the
corporate limits of a city, together with utilities, services, and access roads to be acquired
by a local development agency for sale or lease to one or more manufacturing enterprises.
Section 4. The industrial development authority is independent of the Executive Branch,
with the Lieutenant Governor as chair, along with the commissioners of economic development, economic security, and finance, and three members appointed by the Governor,
one each from lists of nominees provided by the Kentucky State Bankers Association, the
Kentucky Chamber of Commerce, and a Kentucky member of the National Association of
Securities Dealers. Members are not compensated, but may be reimbursed for expenses.
Section 5. Approval or rejection of loan applications is based on a majority vote of the
authority’s full membership. The authority has the power to reimburse state agencies for
expenses incurred in the provision of services and facilities.
Section 6. Powers include cooperating with local development agencies; conducting hearings and use other methods to determine the feasibility of projects; accept gifts or grants;
make and enter into contracts; and to take title by foreclosure if necessary to protect a loan
or in order to minimize losses and sustain employment.
Section 8. The authority is to promulgate regulations governing its proceedings and how it
will determine eligibility for loans based on conditions including, transportation facilities,
utilities, existing industrial land, zoning, real estate prices, labor supply, unused natural
resources, and capital available for investment. Applicants must provide full disclosure
of financing plans, and new industrial subdivisions must not compete with an existing
subdivision or a new industrial building project will not cause an existing facility to
relocate.
Section 9. Any local development agency may apply.
Section 10. Projects must accomplish the public purposes of the act. Loans may not be in
excess of 30 percent of the estimated cost of an industrial development project. The authority is to be a lender of last resort, after refusal by banks, insurance companies, and other
private lenders.
Sections 11-12. For new and existing industrial building projects, the local agency must:
already hold funds or property equal to 20 percent of the estimated project cost; must have
funds and a firm commitment from other lending sources for the cost of the project that the
state does not finance; and the sum of all funds, together with machinery and equipment of
the tenant is adequate to insure completion and operation of the plant or facility. For existing projects, funds are limited to building additional industrial building projects, according
to the public purposes of the act. Loans are not permitted to exceed the total investment of
the local development agency.
Section 13. For eligible industrial subdivision projects, loans may be for up to half of the
actual or estimated project cost.
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Section 14. For industrial subdivision projects, local agencies have to hold property and
funds and have a firm commitment from independent and responsible private lenders for
at least 50 percent of the estimated project cost; and the sum of available funds and the
state loan must be enough to acquire clear title to the land and to pay the cost of building
utilities, access roads, and other necessary facilities to make it attractive.
Section 15. Local development agencies shall secure the loan with a bond and by mortgage.
Section 16. When there is federal participation, the authority may adjust the funding ratios.
Section 17. There is a revolving trust and agency fund known as the Industrial Development
Finance Fund to hold appropriations from the General Assembly and other sources and
to cover the costs of administrating the authority. Loans are subject to approval of the
Department of Finance based only on availability of funds. The authority may return
excess funds to the state treasury.
Section 18. No member, officer, or employee of the authority is to be a party to contracts
or agreements of the authority.
Section 19. The authority may negotiate with other state agencies to use monies that the
agencies are authorized to invest in government obligations. The authority may also negotiate with the state Properties and Building Commission for the issuance of revenue or
other authorized bonds.
Nothing in this Act shall be construed to give the Authority power to pledge the credit
or taxing power of the Commonwealth or any of its political subdivisions, nor shall any of
the Authority’s obligations be deemed to be obligations of the Commonwealth or any of
its political subdivisions.2

Breathitt: Industrial Development Policy, 1963-1967
To Attract Outside Capital
•
•
•

Branch offices in New York, Chicago, and Los Angeles.
“Kentucky Calling” recruiting trips nationwide and to Canada involving
Breathitt, Commerce Commissioner Katherine Peden, and Kentucky business
leaders.
Trade missions to Brazil, Ecuador, Peru, and Colombia in 1964 and to Germany
and Belgium in 1965 to study German Economic Development, the Common
Market, and opportunities for German investments. President Johnson appointed
Breathitt to represent the U.S. at a trade fair in Poland in 1966.

Economic Research
•
•

Preparation of the Kentucky Blueprint for Action by Fantus Area Research, an
analysis of 15 multi-county areas to identify specific, suitable industries with
detailed cost analyses.
A Fantus study of potential labor supply.
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•
•
•
•
•
•

Spindletop Research reports on coal, oil and gas, pulp and paper, economic
potential of the Ohio Valley, and use of tobacco waste.
Commerce Department industrial resources surveys of about 140 communities,
producing 50 studies a year.
Commerce Department economic feasibility analyses for apparel, chemical,
food processing, metal working, electronics, and the shoe industries.
Basic studies of Kentucky’s mineral resources.
Direct mail campaigns. The Fantus study was the basis for a series of letters sent
to 12,000 executives. Economic feasibility studies were sent to major firms in
each industry.
A revised advertising program to attract attention and provide factual
information, such as location and cost.

To Develop Internal Capital
•
•
•
•
•
•
•

Management/consulting services from the Regional Economic Center, with two
eastern Kentucky pilot programs.
Visits to major manufacturers to see if state could help.
Statewide industrial and science procurement conferences in Louisville to help
firms get state and federal contracts.
Work with the state and local Chambers of Commerce in industrial and
community development and planning services.
Annual meetings to school local leaders in industrial development in eastern,
central, and western Kentucky.
Efforts by the Commerce and Agriculture departments to attract food-processing
firms in order to boost farm income.
Industry Appreciation Week with local events and a luncheon for officials of new
plants announced during the year.3

Nunn: Kentucky Farm Development Authority, 1970
Proclamation, HB 577
WHEREAS, the General Assembly of the Commonwealth of Kentucky recognizes that
the promotion of independent farming as a gainful occupation is necessary to the
economic welfare of the Commonwealth; and
WHEREAS, it is recognized that ownership of land is a factor which stimulates agrarian
pursuits; and
WHEREAS, it is further recognized that there are within the Commonwealth many persons
of honest reputation who are deserving of the opportunity to own their own farm land
but are prevented from grasping that opportunity because of limited assets; and
WHEREAS, it is recognized that to aid deserving persons in purchasing farm land would
serve a useful, public purpose. . . .4
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Ford: Tax Package, 1972
Proclamation, HB 337
WHEREAS, the major source of revenue to the General Fund is the “sales-use” tax, which
at a 5 percent rate is unduly burdensome of persons who must spend a relatively large
portion of their income for the necessities of life . . ., and
WHEREAS, it is the desire of the General Assembly to relieve a significant part of the sales
tax burden on lower income persons by exempting sales of food by grocery stores
from the sales tax, and
WHEREAS, the General Fund demand for expenditures for education, health and welfare,
environmental protection and other governmental services is increasing in response to
demonstrated needs of the people of the Commonwealth, and
WHEREAS, it is recognized . . . that to offer programs required by the people of the
Commonwealth will require revenue to offset the reduction caused by exempting
“grocery store” food . . . and . . .
WHEREAS, the economic burden of a tax levy upon the severance of coal will fall, to a
major degree, on other than Kentucky residents, and
WHEREAS, an in-depth study by [UK] discloses that the demand for Kentucky coal is
such that the levy of a severance tax will not cause undue hardship to the coal industry,
to employment, or to the economy of . . . regions . . ., and
WHEREAS, the corporation income tax rate in Kentucky is relatively low by comparison
with other states, and only 8 of the 45 states taxing corporate income permit deductibility of federal tax in whole or in part, and the provision for such deductibility
of federal tax in whole or in part, and the provision for such deductibility greatly
complicates administration and compliance by taxpayers, and
WHEREAS, any additional tax resulting from the severance tax levy and the elimination
of federal tax deductibility will be deductible by the taxpayer on his corporate income tax return which effectively causes the federal government to contribute . . . to
balancing the General Fund budget, and
WHEREAS, the revenue to be derived from the levy of a severance tax on coal and the
elimination of federal tax deductibility on corporation returns is required in order to
balance the General Fund budget. . . .5

Summary of Provisions
HB 337, to exempt food from the sales tax, effective October 1, 1972; to levy coal severance tax of 5 percent of gross value with a minimum tax liability of 10 cents a ton; and
to eliminate deductibility of federal corporate income tax payments on state income tax
returns, while lowering corporate tax rate from 5 percent to 4 percent of the first $25,000 of
taxable income and from 7 percent of the excess to 5.8 percent. House committee amendment to reduce rate from 5 percent to 4 percent of gross value of coal. House floor amendments, including: to impose additional 25-cent-a-ton tax on coal severed by strip mining,
auger mining, or other surface techniques; to delete exemption of food from the sales tax;
to delete food sales-tax exemption and instead permit variable tax credit or rebate against
income taxes to eligible residents with appropriations to Department of Highways and
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teachers’ retirement fund; to delete changes in corporate income tax. Passed House 95-3
with committee amendment; passed Senate 28-7.
HB 336, to increase from 7 to 9 cents a gallon the state fuel tax; to change share of fueltax revenue for secondary- and rural-road building and maintenance from two-sevenths
to two-ninths as of July 1, 1973; to dedicate one-eighteenth of fuel-tax revenue for urban
roads and streets needed to link federal, state, and county highways; to pro-rate funds to
credit cities and unincorporated urban areas of 2,500 or more based on population; to require state and local officials to agree on state-funded projects. Committee amendment to
make tax effective July 1, 1972; to exempt fuel in engine storage tanks; to permit tax credit
for early return. Floor amendment to delete requirement of equal funds for rural and secondary roads for fiscal 1972-73 as for preceding fiscal year; gallonage increment. Passed
67-30 with committee amendment. Passed Senate 23-13.
HB 397, to establish sales tax administration procedures for retailers, adjust factors used to
determine license taxes for multistate corporations, and adjust individual income taxes; to
change fines for falsifying property sale amount on deeds, and adjust motor vehicle fees.
Passed House 67-27, Senate 26-10.6

Carroll: Economic Development Legislation
Proclamation, SB 335, Kentucky Development Finance Authority, 1978
WHEREAS, at very modest cost to itself, the Commonwealth of Kentucky has been able
to render financial and technical assistance to new or expanding industry in the state
through the operation of its industrial development finance authority established in
Chapter 152 of the 1958 Acts of the General Assembly, now compiled as Chapter 154
of the Kentucky Revised Statutes; and
WHEREAS, agriculture and tourism constitute economic activities which could also be
assisted through the encouragement of business related to and supportive of such
activities; and
WHEREAS, industry, agriculture and tourism, and the businesses connected therewith,
can all be assisted through an expansion of the functions of the state’s development
authority, and such authority can also provide technical assistance in the application of federal programs and can accelerate such programs by providing interim and
supplementary financing. . . .7

SB 335, Evolution from Industrial to Economic Development, 1978.a
There shall be a [an industrial] development finance authority in state government which
shall be known as the Kentucky development finance authority, which shall be an independent agency [independent] of the Commonwealth not [executive branch, shall not be]
attached to any administrative department except for housekeeping purposes as hereinafter
prescribed [, but which shall operate in close cooperation with the Kentucky economic
development commission].
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Type set in italics was added in 1978. Type set in [brackets] was deleted in 1978.8

a

‘Industrial Building’ Redefined in SB 362, 1976, and SB 334, 1978

As used in KRS (Kentucky Revised Statutes) 103.200 to 103.285, “building” or “industrial building” means any building, structure, machinery, equipmenta or related improved
site, area or edifice suitable for and intended for use as, or in connection with the use of,
a factory, mill, shop, processing plant, assembly plant, fabricating plant, coal conversion
facility, hospital, facility for the treatment or care of the aged or the infirm, [or] medical
office building contiguous or related to a hospital, terminal, port, agribusiness, or any
other facility useful to or to be used in support of or as part of the operation of any of
the foregoing, including any office building, warehouse, [[and any]] parking or pollution
control area or structure or industrial transportation facility (including railroad tracks, and
docks, wharves, grain handling and storage and other port facilities directly related thereto, but excluding rolling stock used outside of an industrial building) [[deemed necessary
or useful in the establishment, retention or expansion thereof]] [and the necessary operating machinery and equipment,] or any of these things, to be rented or leased to a domestic
or foreign corporation by the Kentucky development finance authority, the city or the
county by which it is acquired. A processing plant, within the meaning of this section, shall
include any plant established as a manufacturer’s distribution center for the packaging or
redistribution of products, any product modification center, and any plant established for
the purpose of processing minerals, including the washing, drying, separating, grading,
preparing, sorting, and the loading thereof. As used in this section, agribusiness means
that segment of the manufacturing and service industries which processes raw agricultural products, including timber, provides value added functions, or supplies ingredients
used for production of basic agricultural crops and products.
Type set in regular face represents existing language. Type set in italic represents language
added in 1976. Type set in bold italic represents language added in 1978. Type enclosed
in [one bracket] represents language deleted in 1976. Type enclosed in [[two brackets]]
represents language deleted in 1978.9
a

Brown: Economic Development Legislation
HB 462,1980, ‘Industrial Building’ Redefined
House Committee Amendment
(1) To delete facilities for local electric energy or gas from definition. Approved

House Floor Amendments
(1) To permit loan or bond proceeds for industrial buildings or their acquisition by
persons instead of corporations. Approved.
(2) To make financing and acquisition of facilities in lieu of fee simple ownership by
users of buildings. Approved.
(3) To specify no power of condemnation, with exceptions; to specify no conveyance
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of power of eminent domain. Approved.
(4) To permit KDFA governing body to issue bonds only on request of city legislative
body or county fiscal court. Approved.
Laid on clerk’s desk 61-28 with committee amendment 1 and floor amendments 1.
(5) To set up Bonded Indebtedness Oversight Subcommittee in LRC with House and
Senate members to review and approve applications.
(6) To exclude condemnation authority for air boards and riverport authorities as
granted cities; to define buildings or industrial buildings for purposes of eminent
domain. Approved.
(7) To delete from definition ports or port facilities, docks, wharves or harbor facilities.
Taken from clerk’s desk, passed House 87-10 with committee amendment 1 and floor
amendments 1-4 and 6.

Senate Committee Amendments
(1) To define commercial facilities for wholesale or retail sales as those with at least
25 permanent, full-time positions; to delete residence as purpose for facilities incidental to site development; to delete multi family residential property as purpose for
financing. Withdrawn.
(2) To include in definition activities to preserve residential neighborhoods if
approved by Kentucky Heritage Commission. Approved.
(3) To redefine buildings for eminent domain as coal conversion facilities, hospitals,
facilities for aged or infirm, primary medical centers, health care clinics, convention
centers, hotels and related facilities, or certain industrial buildings in blighted areas.
Incorporated in floor amendment.
(4) To exempt from eminent domain authority prohibitions already conferred in
Kentucky law. Approved.

Senate Floor Amendments
(1) To subject measure to wage and hour provisions and advertisement and award
procedures.
(2) To define multi family residences as those in urban areas.
3) To amend Senate floor amendment 5 to direct Industrial Revenue Board Oversight
Committee to review all commercial projects, including wholesale and retail sales.
Approved.
(4) To delete residences from facilities incidental to industrial sites; to delete multi
family residences. Approved.
(5) To exempt condemnation pursuant to existing law from prohibition; to include
Senate committee amendment 3; to establish Revenue Bond Oversight Committee
authorized to approve or disapprove submitted projects. Approved.
(6) To increase committee membership from 6 to 8 by adding representative from
Kentucky Chamber of Commerce and from Kentucky AFL CIO; to attach committee
to Development Cabinet for administration and support. Approved.
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(7) To designate specific items defined as building or industrial buildings in exercise
of eminent domain. Approved.
Passed Senate 31-6 with committee amendments 2 and 4 and floor amendments 3-6
and 7. House refused to concur in committee amendments and floor amendments 4,
5, and 7; requested Senate to recede. Senate refused. Conference committee recommended House concur in committee amendments and floor amendments 4 and 7, and
adoption of floor amendment 5 amended by floor amendments 3 and 6. Conference
committee also offered amendment to require committee to meet monthly and to define
duties and procedures. Passed House 58-19 and Senate 27-3.10

‘Building’ and ‘Industrial Building’ Redefined in HB 462, 1980a
As used in Kentucky Revised Statutes, “building” or “industrial building” means any land
and building or buildings (including office buildings), any facility or other improvement
thereon, and all real and personal properties, including operating equipment and machinery deemed necessary in connection therewith, whether or not now in existence, which
shall be suitable for the following or any combination thereof:
(1) Any activity, business or industry for the manufacturing, processing or assembling
of any commercial product, including agricultural, mining or manufactured products,
together with storage, warehousing and distribution facilities in respect thereof;
(2) Any commercial enterprise engaged in selling, providing or handling any financial
service to the general public;
(3) Any undertaking involving the construction, reconstruction and use of airports,
mass commuting facilities, ship canals, ports or part facilities, docks or wharf facilities or harbor facilities, off-street parking facilities or of railroads, monorails
or tramways, railway or airline terminals, cable television, mass communication
facilities, and related facilities;
(4) All or any part of any office building or buildings for the use of such tenant or tenants as may be determined or authorized by the city or county issuing bonds, including without limitation, any industrial, commercial, financial or service enterprise or
any nonprofit domestic corporation or enterprise now or hereafter organized, whose
purpose is the promotion of the economy of the Commonwealth or the health, welfare
and safety of the citizens of the Commonwealth;
(5) Any buildings, structures and facilities, including the site thereof and machinery,
equipment and furnishings suitable for use as health care or related facilities, including without limitation, hospitals, clinics, nursing homes, research facilities, extended or long-term care facilities, including housing for the aged or the infirm and all
buildings, structures and facilities deemed necessary or useful in connection therewith;
(6) Any nonprofit educational institution in any manner related to or in furtherance of
the educational purposes of such institution, including but not limited to classroom,
laboratory, housing, administrative, physical educational and medical research and
treatment facilities;
(7) Any facilities for any recreation or amusement park, public park or theme park,
including specifically facilities for the use of nonprofit entities in making recreational
and cultural benefits available to the public;
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(8) Any commercial facilities constructed primarily for making wholesale or retail
sales to the general public, if such facilities constitute new construction or substantial
reconstruction;
(9) Any medical office building whether or not contiguous with or related to a hospital
or health care facility;
(10) Any facilities involving manufacturing and service industries which process raw
agricultural products, including timber, provide value added functions, or supply
ingredients used for production of basic agricultural crops and products;
(11) Any facilities incident to the development of industrial sites, including land costs
and the costs of site improvements thereon, such as grading, streets, drainage, storm
and sanitary sewers, and other facilities and structures incidental to the use of such
site or sites for industrial or commercial use;
(12) Any facilities for the furnishing of water if available on reasonable demand to
members of the general public;
(13) Any facilities for the extraction, production, grading, separating, washing, drying, preparing, sorting, loading and distribution of mineral resources, together with
related facilities;
(14) Any convention or trade show facilities, together with all related and subordinate
facilities necessary to the development and proper utilization thereof;
(15) Any facilities designed and constructed to be used as hotels and/or motels, together with all related and subordinate facilities necessary to the operation thereof,
including site preparation and similar facilities. [building, structure, machinery,
equipment or related improved site, area or edifice suitable for and intended for use
as, or in connection with the use of a factory, mill, shop, processing plant, assembly
plant, fabricating plant, coal conversion facility, hospital, facility for the treatment or
care of the aged or the infirm, medical office building contiguous or related to a hospital, terminal, port, agribusiness, or any other facility useful or to be used in support
or as a part of the operation of any of the foregoing, including any office building,
warehouse, parking or pollution control area or structure or industrial transportation
facility (including railroad tracks, and docks, wharves, grain handling and storage
and other port facilities directly related thereto, but excluding rolling stock used outside of an industrial building), or any of these things, to be rented or leased to a domestic or foreign corporation by the Kentucky development finance authority, the city
or the county by which it is acquired. A processing plant, within the meaning of this
section, shall include any plant established as a manufacturer’s distribution center for
the packaging or redistribution of products, any product modification center, and any
plant established for the purpose of processing minerals, including the washing, drying, separating, grading, preparing, sorting, and the loading thereof. As used in this
section, agribusiness means that segment of the manufacturing and service industries
which processes raw agricultural products, including timber, provides added value
functions, or supplies ingredients used for production of basic agricultural crops and
products.]
(16) Any activity designed for the preservation of residential neighborhoods, provided that such activity receives approval of the Kentucky Heritage Commission and
ensures the preservation of not fewer than thirty (30) family units.
Type set in normal face has not been amended. Type set in italic has been added. Type
set in [brackets] has been deleted.11
a
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Collins: Industrial Development Policies and Programs
SB 361 and SJR 7, Summary of Toyota Legislation, 1986
SB 361, to authorize as public purpose to acquire and develop real estate and to lease
and convey it to industrial corporations; to except from requirements that use be limited
to Commonwealth or agencies; to authorize Commerce Cabinet to initiate projects, make
financing payments based on incremental taxes or from appropriations and to convey title
to industrial entity; to authorize internal financing of industrial development with state revenue bond anticipation notes; to authorize financing of project by industrial revenue bonds
at fixed or variable rates and commercial paper bonds under terms of State Property and
Buildings Commission or designated agents; to declare issuance of refunding bonds to be
for public purpose if commission so declares; bond repayment pledges to be payable only
from funds derived from rental and financing payments derived from projects or revenues.
Passed Senate 29-6-1 with committee amendments: 1) to define types of revenue bonds;
to specify legislative intent in financing industrial development projects by revenue bonds
and conveyance of project to industrial entity. Passed House 68-22.
SJR 7, with four sponsors (HJR 16, with six sponsors), to pledge expenditure of funds
necessary to develop, staff, fund, support, and maintain programs and incentives pledged
to Toyota Motor Corporation. Passed Senate 31-2-2; passed House 91-4.12

Proclamation, SB 361, Toyota Legislation, 1986
WHEREAS, it is the public policy . . . to encourage, engender, promote and support economic development, new job formation, the retention of existing industry and the
development and growth of industry and commerce . . ., for the public purposes of
alleviating and preventing unemployment, stabilizing and promoting the economy
. . . as [it] is transformed from agrarian to industrial, and creating new tax bases to
increase the revenues of the Commonwealth . . . for the economic, educational and
social benefit of the citizens and residents . . .; and
WHEREAS, the general welfare and well-being of the citizens . . . is inextricably connected with and related to the economic opportunities which may be created and made
available to them, and it is the legitimate business of Kentucky . . . in an increasingly
complex society to provide, to the maximum extent practicable, the impetus for economic development . . . by the creation and financing of programs which will directly
and proximately cause the location and retention of industry . . .; and
WHEREAS, it is essential to provide additional authority, procedures and techniques to
enable the appropriate state agencies . . . to induce and cause the location of major
industry . . . and to authorize the creation and financing of incentive programs for
industry which will result in the creation of new economic opportunities for the citizens . . ., the increase of the economic base . . ., increased tax revenues . . . and the
general stabilization of the economy of Kentucky as it is transformed from agrarian to
industrial, all of which are recognized as being vitally essential public purposes. . . .13
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Summary of Business Tax Exemptions, 1985
Agriculture
Ad Valorem Tax
•
•
•
•
•
•

Land is assessed on agricultural value rather than fair-market value
Tobacco in hands of producer or agent taxed at reduced state tax of 1.5 cents
Unmanufactured tobacco in storage subject to reduced state and county tax of
1.5 cents each
Other unmanufactured agricultural products subject to reduced 1.5-cent state tax
and 4.5-cent county tax
Farm machinery subject to 0.1-cent state tax
Livestock and poultry subject to 0.1-cent state tax

Sales-tax Exemptions
•
•
•
•
•
•
•
•
•
•
•

Feed, when used for livestock or poultry for human consumption
Salt, protein, and mineral blocks
Agricultural lime
Livestock for human consumption
Farm work stock for use in farming operation
Seed
Farm machinery used to produce crops
On-farm facilities for grain handling, storing, or drying
Gasoline, special fuels, liquefied petroleum gas
Repair and replacement parts
Irrigation systems, tobacco-curing equipment, wagons, portable insecticide
sprayers, chain saws, mechanical cleaning equipment, mechanical shop equipment, mechanical post-hole diggers, silo augers, grain and hay elevators, milking
machines, automatic washers, bulk tanks, cooling units, loaders, incubators, egggathering systems, automatic feeding and watering equipment

Inheritance Tax
•

Agricultural or horticultural land may be assessed at its agricultural or
horticultural value if it passes to qualified persons

Gasoline Tax
•

Gasoline is exempt; tax paid is to be refunded
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General Businesses
Ad Valorem Tax
•
•
•
•
•
•

The General Assembly may authorize any incorporated city or town to exempt
manufacturing firms from municipal taxes for up to five years as an inducement
for their location
Alcohol production facilities subject to 0.1-cent state tax rate only
Leasehold interest subject to 1.5-cent state tax rate
Manufacturing machinery subject to 15-cent state tax rate
Pollution-control facilities subject to 1.5-cent state tax rate
Raw material and products in course of manufacture subject to 1.5-cent state
tax rate

Sales-tax Exemptions
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Sales, use, storage, or other consumption of industrial machinery
Sale of nonreturnable and returnable containers when returned to persons who
fill the containers
Sale of returnable containers when sold for refilling
Sale of tangible property used for lump-sum fixed-fee contracts on public works
Sale to common carrier, paid in advance, for shipment and use at point outside
Kentucky
Sale of sewer services, fuels for residential use, water
Property subject to sales or gasoline tax exempt from use tax
Locomotives or rolling stock, including repair or replacement parts, fuel or
supplies for locomotives
Coal for manufacturing industry
Energy or energy-producing fuels used in manufacturing, processing, or mining
or refining to extent that cost of energy-producing fuels exceeds 3 percent of
production cost
Machinery for new and expanded industry
Property certified as pollution-control facility
Property certified as alcohol-production facility
Aircraft, repair and replacement parts, and supplies, except fuel
Storage, use, or other consumption of ships and vessels, supplies and fuel
consumed in their use

Corporate Income and License Tax
•
•
•

Corporations with gross income up to $500,000 receive tax credit equivalent
to $1.40 per $1,000 of capital employed when calculating corporate license tax
Corporations that install coal-burning heating or manufacturing equipment
receive tax credit equal to 4.5 percent of purchase price of coal used in process
City and suburban bus companies and taxi companies operating under certificate of convenience and necessity qualify for 7/9-percent refund of motorfuels taxes.14
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Wilkinson: Legislation, Priorities, and Programs
Proclamation, HB 963, Kentucky Development Finance Authority, 1988
HB 963, An Act relating to the Kentucky development finance authority.a
It shall be [is] the purpose of this chapter to create a body corporate and politic to
be known as the “Kentucky development finance authority” which shall exist and operate
to help diversify the economy of this state, to develop and expand existing and alternative
sources of energy and conservation of energy, to assist business enterprise in obtaining additional sources of financing to aid this state in achieving the goal of long-term economic
growth and full employment, to meet the growing competition for business enterprises, to
preserve existing jobs, to create new jobs, to reduce the cost of business and production,
to foster export activity, and to alleviate and prevent unemployment through the retention,
promotion, and development of agriculture and agricultural facilities, forestry and forestry
facilities, commerce and commercial facilities, export markets and export activities, industry and industrial buildings and facilities, tourism and tourist facilities, including sites
therefor, and agricultural, forestry, commercial, and industrial machinery and equipment,
water and air pollution control equipment and solid waste facilities with respect thereto or
for use by individuals for private sector employment [promote the health, safety, morals,
right to gainful employment, business and economic development opportunities and general welfare of the inhabitants of the Commonwealth by the creation of a body corporate
and body politic to be known as the “Kentucky development finance authority” which shall
exist and operate for the public purpose of alleviating unemployment and furthering the
utilization of natural and man-made resources by the promotion and development of business, industrial, manufacturing, tourist, and agricultural enterprises in local communities of
the Commonwealth]. Such purposes shall [are hereby declared to] be public purposes for
which public money may be spent.
Type set in normal face has not been amended. Type set in italic has been added. Type set
in [brackets] has been deleted.15
a

HB 963, Economic Development Project Redefined
“Project” means an endeavor approved by the commerce cabinet and related to industrial, manufacturing, mining, commercial, or agricultural enterprises. Project shall include,
but is not limited to, agricultural or forestry production, harvesting, storage, or processing
facilities or equipment; equipment or facilities designed to produce energy from renewable
resources; research parks; office facilities; engineering facilities; research and development laboratories; warehousing facilities; parts distribution facilities; depots or storage
facilities; port facilities; railroad facilities, including trackage, right of way, and appurtenances; airports; water and air pollution control equipment or waste disposal facilities;
tourist facilities; theme or recreational parks; farms, ranches, forests and other agricultural or forestry commodity producers; agricultural harvesting, storage, transportation,
or processing facilities or equipment; grain elevators; shipping heads and livestock pens;
livestock; wharves and dock facilities; water; electricity; hydro electric, coal, petroleum
or natural gas provision facilities; dams and irrigation facilities; sewage, liquid and solid
waste collection, disposal treatment, and drainage services and facilities. Project shall not
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include that portion of an endeavor devoted to the sale of goods at retail or that portion of
an endeavor devoted to housing which does not consist of the manufacture of housing. . . .16

Targeted Industries, 1989
Secondary Wood Products: Kentucky’s abundance of raw timber resources makes it a
natural location for manufacturers of wood products; however most of the state’s timber
production is sold out-of-state. Kentucky’s existing wood industry is weighted toward low
value-added types of operations, while the high value added manufacturing is performed
by companies outside the state. By targeting the secondary wood industry, Kentucky can
reap the benefits of greater employment in the manufacture of high value-added wood
products such as furniture and hardwood flooring.
Food Processing: Since Kentucky farmers produce a variety of agricultural products and
the state is located in close proximity to major consumer markets, the attraction of food
processing companies will allow us to diversify our existing base of food manufacturers
and expand the markets for agricultural products.
Telecommunications: Telecommunications is becoming an increasingly important element for many industries including manufacturing firms and distribution facilities which
rely on “just in time” inventory systems and service companies which rely on transaction
processing and on-line information. Kentucky’s current and planned telecommunications
infrastructure is equal or superior to that available anywhere in the United States.
Pharmaceuticals: The pharmaceutical industry is one of the nation’s most profitable
business sectors. Expertise available at Kentucky universities to assist in the research, development, and evaluation of new drugs can lead to the location of manufacturing and
distribution facilities.
Energy: Kentucky’s abundant supply of electric power combined with the most competitive electric power rates east of the Mississippi River make the state attractive to energy-intensive industries. In addition, more attention can be given to attracting energy-related companies to the coal-producing areas of the state where they will be close to the
consumers of their products and services.
Tourism: Tourism plays an important role in Kentucky’s economy. Cooperation and coordination of activities between the Cabinet for Economic Development and the Tourism
Cabinet can enhance Kentucky’s opportunities for attracting more visitors along with industries that provide goods and services to the industry, meetings of trade associations and
corporate boards, and trade association headquarters locations.
Film Industry: The film industry is experiencing a trend of making more and more of
its location shooting outside of Hollywood and the Los Angeles area. Kentucky can take
advantage of this trend and promote the wide variety of location settings available to
production companies.17

Cabinet for Economic Development Structure, 1989
The Kentucky Cabinet for Economic Development is the primary state agency in
Kentucky responsible for creating new jobs and new investment in the state. The Cabinet
consists of the Office of the Secretary, the Department of Existing Business and Industry,
the Department of the Arts, and designated offices attached to the Office of the Secretary
for administrative purposes. Programs administered by the Cabinet are designed to
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support and promote economic development within the state primarily through attracting
new industries to the state and assisting in the development of existing industries. This
includes:
Office of the Secretary: Responsible for the development and administration of
executive policies and for the overall management of the agency. Staff and administrative functions within the Office include Management and Operations, General Counsel,
Communication Services, Advertising, and Special Projects.
Office of Administrative Services: Provides financial data and personnel management services; maintains adequate records for the Cabinet’s activities. Prepares and manages the Cabinet budget and manages the Cabinet’s information resources and office automation system. Services are provided through a Fiscal Management Branch, a Personnel
and Payroll Branch, and an Information Systems Section.
Kentucky Development Finance Authority: Encourages economic development, business expansion and job creation by providing financial support to manufacturing, warehousing, distribution, non-retail services, agribusiness, and tourism projects. Offers two major
programs—the issuance of industrial revenue bonds for eligible projects and below market interest rate loans to private firms in participation with other lenders. Administers the
Commonwealth Small Business Development Corporation (SBA 504) and the Economic
Development Bond Program.
Kentucky Rural Economic Development Authority: Established in 1988 to promote, support and finance economic development projects in counties suffering from high
rates of unemployment. Issues revenue bonds to finance manufacturing projects in eligible
counties and offers approved companies a 100 percent credit against Kentucky income
tax to retire the debt on bonds. Also allows companies to assess employees up to a maximum of six percent of gross wages for the purpose of retiring bonds, an assessment which
employees can use as a credit on state income and local occupational license taxes.
Bluegrass State Skills Corporation: Established in 1984 by the Kentucky General
Assembly as an independent, quasi-public corporation for the purpose of skills training for
business and industry—from entry-level to advanced training, and from upgrading present
employees to retraining experienced workers. Awards grants to educational institutions
which work with one or more private companies to train people for jobs. Works in partnership with other employment and job training resources and programs, as well as economic
development activities, to package a program customized to meet the specific needs of a
company.
Office of Business and Technology: Established in 1986 to foster the development
and use of technology by Kentucky companies by providing a state focus on technology
with services and programs geared toward the state’s technology-based businesses; serving as a link between businesses and the technological resources and research capabilities
of both the private and public sectors; and providing and managing incentive grants to
facilitate technology development.
Office of Industrial Development and Marketing: Promotes the state as a location
for new plants to domestic clients, initiates and participates in out-of-state trips to contact
industry, provides clients with information pertinent to location requirements, and travels
with company representatives looking at sites and communities in the state.
Office of International Marketing: Promotes international industrial investment
in the Commonwealth by informing companies located outside the United States of the
advantages of Kentucky as a location for new manufacturing facilities; participates in
recruitment trips to contact international companies; works with international companies to

Appendix. Legislation and Governors’ Policies, 1958-1989

239

determine site and communities in Kentucky. The Trade Section promotes the exportation
of Kentucky manufactured products in international markets by participating in overseas
trade missions; by locating Kentucky sources of raw materials or manufactured products
for foreign customers; by counseling and educating Kentucky businesses on foreign trade
opportunities and requirements; and by matching Kentucky manufacturers with potential
international importers. Maintains a Far East office in Tokyo, Japan, and a European office.
Department of Existing Business and Industry: Responsible for supporting the
needs of Kentucky’s business and industrial community. Major program areas are:
Existing Industries Division: Focuses on new job creation and job retention by serving existing businesses in the roles of ombudsman and expeditor for business growth and
retention. Provides an in-state, toll-free telephone number for existing businesses needing
information and assistance. Makes personal calls to the manufacturing community; alerts
manufacturers about changes in programs and regulations; serves as liaison between businesses and state government agencies in alleviating problem areas; and acts as an advocate
for policies and interests of the business community.
Enterprise Zone Program: Created by the 1982 General Assembly to bring new or
renewed development to targeted areas of the state by offering special tax incentives and
eased regulations to businesses locating in a zone. Cabinet staff serve as administrators of
the 10 state-designated zones.
Port and River Development Commission: Provides staff assistance to the Kentucky
Port and River Development Commission; provides technical and marketing assistance to
Kentucky’s public riverports, and financial grant and loan support on a competitive, match
share basis; and assists in the planned, effective development of public riverport facilities
on Kentucky’s navigable waterways system.
Business Information Clearinghouse: Provides new and existing businesses a centralized information source on business regulations; assembles customized application and
information packets for business proposals; assists businesses in securing necessary licenses, permits and other endorsements including an ombudsman service with regulatory
agencies; acts as a referral service for government financial and management assistance
programs; and serves as a regulatory reform advocate for business.
Small Business Division: Encourages small business development in the state by
providing potential and existing small businesses with information on start-ups, training, financing, procurement and business planning; directing individuals to resources that
offer specialized assistance; counseling craftspersons and critiquing business plans and
loan applications for crafts loans; coordinating and initiating programs, workshops and
seminars beneficial to small businesses; maintaining a schedule of informative meetings
or conferences related to women business owners in the state; and providing assistance to
individuals interested in successfully operating businesses from their homes.
Minority Business Division: Serves as a resource center for minority business owners/managers; identifies construction contracts and procurement opportunities; assists in
establishing relevant education and training programs that address the business needs
of minority enterprise; and acts as an advocate for the expansion of minority businesses
throughout the state.
Division of Research and Planning: Provides information and analytical services
to support economic development activities in the state. The General Research Branch
compiles data on financing, taxes, transportation, industrial services, manufacturers,
and economic statistics. The Community Publications Branch compiles and publishes
economic development resources booklets on communities throughout the state which are

240

Appendix. Legislation and Governors’ Policies, 1958-1989

used to promote industrial activity. The Economic Resources Library contains 12,000
volumes and 250 periodicals, all pertaining to and/or providing supportive data for economic development. The Site Evaluation Branch maintains current data on available
industrial sites and buildings in the state, assists communities in evaluating potential industrial sites, and publishes and distributes site maps and site information. The graphics
section of the Site Evaluation Branch prepares promotional and informational material
for printing and display. The Maps and Publications Office is a sales outlet for USGS
and KGS maps and publications, agency publications, and souvenir items for the state’s
tourism promotion campaign.
Department of the Arts: Responsible for developing, marketing and promoting
Kentucky arts, crafts, and film industry. Special Projects Division: Engaged in the marketing of Kentucky’s arts and crafts and developing the state as a film location. Arts Division:
Engaged in developing, marketing and promoting a comprehensive program for support
of the arts in Kentucky. Staff services to the Kentucky Arts Council, a 16-member citizen
group appointed by the governor.
Creative Services Division: Photography—Composed of the photography, audio/
visual, and graphic arts sections which provide advice and technical assistance in the creation and production of graphic and audio/visual materials and photography used by state
government agencies.18
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From the Foreword
Selling the State tells how choices made over a century sustained a culture that was,
in a sense, economically inert. It was a choice the state made—rather a series of
choices. Kentucky wasn’t alone in its economic path. The consequences of those
decisions—traced in the book’s charts—have been profound.
—BILL BISHOP
Former Editor, The Daily Yonder (dailyyonder.com)
Author, The Big Sort

From Selling the State
Kentucky’s governors worked hard to forge a perception of political and economic
unity across regions and social classes using job creation and progress as levers for
development. Considerable revenue for economic development and other state
projects came through regressive sales taxes on workers, while corporations and other
businesses reaped the benefits of sales tax breaks and other incentives. Yet, the
policies also were somewhat successful, especially in helping to lower poverty rates.
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