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THE RISE AND FALL OF THE ENTREPRENEURIAL STATE: 

The Case of Texas in the 1980s 

Brian Muller 

Abstract 
This article examines the evolution of Texas economic de
velopment policy during the 1 980s as a movement toward, 
and subsequent undermining of, what Peter Eisinger 
termed "the entrepreneurial state." Based on interviews 
with economic development practitioners, the article ex
plores the history and outcomes of the effort in Texas to 
shift policy attention and public resources towards small 
and medium-sized farms and businesses in non
metropolitan areas. I t  concludes that  entrepreneurial 
strategies have become institutionalized in state law and 
embedded in local practices. However, the leadership and 
innovative programs for direct intervention pursued in the 
1980s fell victim to statewide politics and institutional con
straints so that such strategies today are only a minor part 
of overall non-metropolitan development efforts in Texas. 

Introduction 
S i nce the early 1 980s, state governments in the Un ited States have 

undertaken a vast array of economic development experiments from 
microenterprise lending to the formation of manufactur ing networks. 
The mid- 1 980s were parti cu lar ly heady years; pol i cy advocates ar
gued that state governments, act ing as " l aboratories of democracy," 
cou ld i n it iate or manage deep restructur ing processes in state econo
mies (Osborne 1 988) .  Peter E i s i nger ( 1 988) gave th is  generation of 
development pol i cy one of its defi n ing labels-the "entrepreneur ia l  
state." 

In retrospect, these experiments have been a mixed bag. Even i n  
such "successfu l "  states a s  Connecticut, Mich igan, Massachusetts and 
Pennsylvania ,  programs have been heralded widely and then crit i
c i zed i ntensively. Many state economic development innovations  of 
the 1 980s have been short- l ived, fa l l ing v ict im to budget constra i nts 
or pol it ical shifts. 

Among researchers, too, some of the enthus iasm for state devel
opment programs appears to have waned over the past few years. I n  a 
recent attack on the tenets of sma l l  business pol i cy, for example, Ben
nett Harrison argues that researchers such as David B i rch ( 1 979) have 

Berkeley Planning Joumal 9 ( 1 994), 1-2 1 



Berkeley Planning Journal 

exaggerated the economic importance of smal l bus iness. Harrison 
( 1 994) suggests that the preoccupation with entrepreneursh ip  dur ing 
the 1 980s obstructed our v iew of the concentration of economic  
power i n  global corporations. 

Many recent program evaluations, as wel l ,  have found that sub
national development programs have only a modest impact on re
gional economic performance. Timothy Bart ik,  for example, estimates 
total expend iture on state development programs at about $ 1 2 b i l l ion 
annual ly-a drop i n  the bucket of a tri l l ion dollar economy (Bart ik  
1 994: 1 05) .  

Th i s  paper assesses the successes and fai l u res of the entrepreneu
r ia l  movement through a case study of non-metropol i tan economic 
pol icy i n  Texas. Entrepreneur ia l  ism came to the center of the Texas 
state pol icy debate dur ing the mid-1 980s with the creation of more 
than 30 d isti nct programs. These evolved out of widespread crit icism 
of the state ' s  economic pol ic ies of the 1 960s and 1 970s, which subsi
d ized large-volume resource commod ity production and recruitment 
of manufactur ing branch plants. As in many other states, however, 
entrepreneur ia l  programs were controvers ia l ,  and by the early 1 990s 
appear to have fa l len out of favor with the leg is lature and among 
statewide elected offic ia ls .  

E i s i nger and others have alerted us to the existence of th is new 
body of economic development practice, but there i s  sti l l  a dearth of 
deta i led case studies by which we can judge its performance. Th i s  
generation of  Texas development pol icy offers a vantage po int  for 
eva luati ng the outcomes of state entrepreneur ia l  i sm. In th is article, I 
adopt the underlying theme of E is i nger 's  argument and examine pub
l i c  entrepreneurial ism as a problem of institutional evolution: an effort 
by Texas state government, bui ld ing on h i storical experience and in
herited i nstitut ional patterns, to redefine the economic problems and 
advantages of non-metropol i tan Texas and to reform state economic 
development practice accordingly. My approach is  structured around 
three quest ions.  F i rst, was pub l i c  entrepreneursh ip  new and a 
"genuine reordering of long-establ ished relations between the pub l ic  
and private sectors?"  Second, to  what extent d id the pr inciples and 
strategies of pub l i c  entrepreneursh ip become embedded i n  Texas 
economic development institutions? Th i rd, what pressures led publ ic 
entrepreneursh ip  to emerge and then recede as a primary pol icy i n
terest with in  Texas state government? 

Th is research is  based on review of pol icy documents and personal 
i nterviews with about 50 key informants, representing both state pro-
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gram admin i strators and local economic development practitioners.' 

The paper is d iv ided into four parts. The fi rst briefly reviews E is i nger's 
theory of state entrepreneuria l ism and related ideas of regional eco
nomic governance. The second examines the factors which have i n
fl uenced the waxing and the wan ing of the entrepreneur ia l  state i n  
Texas. The th i rd section eva luates the extent to which entrepreneuri
a l i sm has become embedded i n  the practices and pol ic ies of non
metropol itan economic development pol icy i n  Texas . The concluding 
section draws broader impl ications about the usefu lness of publ ic en
trepreneursh ip  as a state development strategy. 

Public Entrepreneurship as a New Institutional System 
Over the past decade, a large body of l i teratu re has developed to 

descr ibe the processes by which regional economies adapt to global 
competit ion. U nti l recently, however, there has been l ittle systematic 
effort to examine the adaptive ro le of regional government. Even . i n  
manifestos for regional economic  autonomy, the activ it ies o f  sub
national governments are often obscure.2 

Over the past few years, however, there has been a confluence of 
research among economists, planners and pol it ical scientists which 
has served to re-focus i nterest i n  regional economic strategy. Several 
strands of th is research have become infl uenti a l .  F i rst, i nvestigations 
of industr ial d istricts and m i l ieux suggest that configurations of pub l ic  
organizations can at  times be important elements i n  the "glue" b ind
ing together networks of i nnovating firms (Rosenfeld, 1 993) .  Second, 
the evidence of dec l ine in  the economic power of nation states, asso
ciated i n  part with the growth of supranational trad ing zones, has led 
p lanners and researchers to ask whether th i s  wi l l  l eave more 
"maneuvering space" for regional i n it iative. (Meegan, 1 994; Camagn i 
and Capel lo, 1 990). Th i rd, examination of the practices of economic 
development has expanded dramatica l ly  and now offers a broader 
base for institutional eva luations and comparisons (B race, 1 994). To
gether, these strands of research provide a new handle for explori ng 
how regional governments influence economic performance. 

E is i nger' s character ization of the entrepreneur ia l  state, publ i shed 
in 1 988, i nformed and in part foreshadowed much of this subsequent 
research . E is i nger describes the defi n ing character of the entrepreneu
rial state as the use of "demand-side" pol i c ies, which i nfluence mar
kets selectively through instruments such as venture capital funds and 
technology transfer agencies .  Demand-s ide po l i cy emphas i zes 
"di scoveri ng, expanding, deve loping or creat ing new markets ."  I t  fo
cuses on generat ion of new capita l ;  formation of new, ind igenous 
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businesses; publ ic  participation in high-risk enterpri ses; and provision 
of selective deve lopment assi stance, "according to strategic criteria.• 
He contrasts these pol icies with the "supply-side" tradition, which in
d iscr im i nate ly recru its i ndustries by subsid iz ing production i nputs 
such as land and labor (E is inger 1 988: 1 2) .  

E i s i nger locates the entrepreneur ia l  state with i n  a Schumpeterian 
framework. He casts bureaucrats-rather heroica l l y-as risk-taking 
innovators overcoming res istance to industria l  change. I n  Schumpe
ter's words, "To act with confidence beyond the range of fam i l iar  
beacons and to overcome that resi stance . . .  define the entrepreneurial 
type as wel l as the entrepreneurial function" (Schumpeter 1 962:  1 32 ,  
cited in  E is inger 1 988: 8) . 

The entrepreneur ia l  state i s  revolutionary in  two d imensions. On 
the one hand, it supports the introduction of new products and thus 
the reorganization of spec ific industries. On the other hand, the en
trepreneur ia l  state endeavors to restructure state government through 
the creation of programs that help incubate new products and busi
nesses. 

Demand-side interventions tend to occur early in the development 
process of a business or product, according to E is inger, and influence 
the deep structures of business opportunity: ava i l ab i l i ty of capita l ,  ac
cess to markets, and use of innovative technologies and new prod
ucts . Thus, entrepreneur ia l  i nterventions requ i re soph i sticated and 
non-trad it ional ski l l s  among state bu reaucrats, including market re
search, fi nance and understanding of technology. Entrepreneurial ism 
a lso requ i res a h igher level of p lann ing; E i s i nger characterizes de
mand-side pol icy as a "more highly-rational ized system of publ ic sub
sidy in which plann i ng, forecast ing, technology assessment and stra
tegic analysis are the critical tools to selective interventions" (E i s inger 
1 988: 335 ) .  

F ina l ly, E is i nger refers to the entrepreneuria l  state as a "po l icy do
main," in which a sma l l  el ite act to articu late pol icy goals  and create 
the coal itions necessary to implement them. The pol icy domain i s  an 
arena in  which actors address specific kinds of public problems; it i s  
peopled by "pro-growth" coal itions i nc luding state officials ,  un iversity 
admin istrators and faculty and businesspersons (E is inger 1 988: 7 ) .  

Thus, demand-side pol icy can be viewed in  four  d imensions: ( 1 )  a 
system of programs such as venture capital pools; (2 )  a broad theory 
of state action in which governments act as princ ipa l  agents of eco
nomic change, restructur ing both themselves and i ndustry in the 
search for new markets and products; (3) a set of ski l l s ,  development 
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ideologies and practices i n  use among a group of state bureaucrats; 
and (4) a network of publ i c  and private actors organized around spe
c if ic development strateg ies .  It is a l so important to emphas ize 
E is i nger' s h i stor ica l  argument. The entrepreneur ia l  state appeared 
during the 1 970s as a sharply defined alternative to, and even a com
petitor with, the i ndustr ia l  recru itment state of the 1 950s through the 
1 970s. And j ust as "the Roman arch gave way to the Goth i c, "  the 
emergence of the entrepreneur ia l  state opened up "new des ign possi 
bi l it ies to  the  imagi nation" (E i s inger 1 988: 7 ) .  

The Making of  the Texas Entrepreneurial State 
Texas entrepreneursh ip  strategy arrived at the center of state pol icy 

debate dur ing the m id- 1 980s, after a tortuous path of leg is lat ive 
commissions, gubernator ia l  task forces, and agency i n it iatives. The 
debates about publ ic  entrepreneursh ip  were framed as a broad set of 
questions about the appropriate role for Texas state government i n  
promoting private enterprise. But they were a lso rooted i n  specif ic fn
stitut ional and pol it ical h i stor ies, and expressed deep confl icts be
tween compet ing sectors, part icu lar ly agricu l tu re and h igh technol
ogy. The fo l lowing  section descri bes the i n st i tut iona l  patterns 
underly ing the entrepreneur ia l  state and its evol ut ion through the 
early 1 990s by looking at ( 1 ) the emergence of state sma l l  bus i ness 
pol icy during the 1 970s and early 1 980s; (2 )  the organ ization of spe
cific entrepreneur ia l  programs during the mid-1 980s targeted to natu
ral resource and electronics i ndustries; and (3) a period of reaction 
and adjustment beg inn ing i n  the late 1 980s. 

The Beginnings of Entrepreneurial Policy: Small Business 
Programs and the Critique of Industrial Recruitment 

Accord ing to legis lative and agency staff, the or ig ins of entrepre
neursh ip  pol i cy in Texas l i e  in debates dur ing the mid- 1 970s about 
the appropriate state role in assist ing sma l l  bus inesses. Long before 
David B i rch ' s  research was pub l ic ized, a smal l-business constituency 
had emerged i n  Texas. Advocates argued that state pol i cy was b iased 
towards the recru itment of new and larger manufactur ing i ndustries, 
and aga inst start-up enterpri ses and existing reta i l  and serv ice bus i 
nesses. 

The beginn i ngs of the institutional ization of entrepreneursh ip  po l
icy can be dated to 1 975, with the passage of the Smal l Bus iness As
s istance Act by the Texas legis lature. Th is broadened the mandate of 
the Texas Industrial Commission (TIC) to i ncorporate services to smal l 
businesses . However, it provided l i tt le add it ional appropr iat ion and 
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only the most general de l i neation of the k inds of services the TIC 
shou ld offer. 

Both publ i shed documents and i nterviews suggest that there was 
no dramatic improvement in TIC sma l l  business services after 1 975,  
and i ncreas ing compla i nts from sma l l  businesses advocates . As one 
report pronounced, in a del icate but pointed comment, "The Task 
Force finds that a perception problem exists concern i ng the Texas In
dustr ia l  Commission and its role in  sma l l  business development . . .  The 
Task Force finds that in order to overcome th i s  perception problem, 
the TIC shou ld be given the resources to serve the sma l l  bus iness 
community i n  a more active and effic ient way." 

Through the early 1 980s, lobbyi ng on behalf of sma l l  businesses 
became increasi ngly soph isticated and focused. The Governor's Advi
sory Committee on Sma l l  Bus i ness recommended in 1 98 1  that the 
state sponsor a Sma l l  Bus iness I nvestment Fund to provide capital and 
take equ ity pos it ions i n  bus iness expansions or start-ups (Advi sory 
Committee on Sma l l  Bus i ness 1 98 1 ) .  In 1 982, the Governor's Task 
Force on Sma l l  Bus iness recommended that the legis lature create a 
franch i se tax credit program designed to capital ize sma l l  busi nesses 
(Governor's Task Force on Smal l  Business 1 982). 

I n  a sense, the period between 1 975 and 1 985 cou ld be charac
teri zed as exploratory, as pol icy organ izations in the state exper i
mented with alternative program concepts. Relatively l i ttle new legis
l at ion was enacted and no s ign ificant programs were establ i shed; 
however, a constituency was emerging, and momentum bu i ld ing, for 
a major reorganization of state economic pol i cy. 

On the other hand, tensions i n  entrepreneursh ip  pol icy were al
ready appearing. Most s ignificantly, the appropriate role of the TIC, 
the state 's lead economic development agency, became i ncreasi ngly 
obscure throughout this period, as it acqui red additional demands and 
mandates. Th i s  confusion of purpose dogged the agency through a se
ries of cri ses during the 1 980s and early 1 990s. 

Potato Chips and Computer Chips: 
Alternative Paths to the Entrepreneurial State 

In 1 982, Texans elected a s late of progressive Democrats to state
wide office, inc lud ing Mark White as Governor, J im  H ightower as 
Commissioner of Agriculture and Ann Richards as Treasurer. These 
candidates a l l  ran "reform" campaigns and viewed their  1 982 election 
sweep as a mandate for new approaches to state pol icy. 

6 



Rise and Fall of the Entrepreneurial State, Mul ler 

As evidence mounted that Texas oil and agr iculture were faltering, 
two compet ing  po l i c ies emerged . Governor Wh i te embraced 
"technology" i ndustries, particular ly microelectronics. He reorgan ized 
the Governor's office and the Texas Industr ial Commission (soon after 
renamed the Texas Economic Development Commiss ion) with tec h
nology pol icy advocates i n  key positions. The key economic  pol i cy 
document produced dur ing h i s  tenure, the report of the Texas 2000 
Commiss ion, featured technology sectors and promoted a variety of 
"hands-on" pol ic ies, such as a major statewide venture capital fund 
designed to stimu late "strategic" industries. The i nspiration for these 
pol i c ies came from a var iety of sources, notably North Carol i na  
(Research Triangle) and  Cal ifornia (Stanford Research Park) (Schmandt 
et a/. 1 986) .  

Whi le some entrepreneursh ip leg is lation was passed dur ing Gov
ernor White's tenure, the major economic i n it iat ives were not pre
sented in  the form of new leg i s lative i n it iat ives, and in fact were 
l arge ly off-budget. These inc luded a dramatic expansion of technol
ogy programs i n  un iversit ies and a l l ied i nstitut ions, and state com
mitment to the Microelectron ics Computer Consort ium (MCC) and, 
later, Sematech .  Together, these programs represented an enormous 
state investment rooted in a new Texas-federa l partnersh ip  (Mul ler 
1 988) . 

J i m  H ightower, the Commiss ioner of Agr icu l ture, presented a 
sharply del ineated alternative: entrepreneursh ip  pol i cy for tradit ional 
natural resource industries i n  the state. He underscored the pol icy 
contrast in h i s  press releases: "Texas needs to produce more potato 
chips, not computer ch ips." H ightower's sectoral argument was three
fo ld: food and fiber markets were in a phase of explosive growth; 
Texas was wel l -situated to explo i t  th i s  growth; and the benefits of 
growth cou ld be d i stributed widely through state pol ic ies provid ing a 
" l ittle dab of help" to food and fiber "pioneers" (Mul ler 1 987) .  

Under H ightower' s admin i stration, the Texas Department of Agri
culture focused on a n iche market strategy i n  farming and agricu ltural 
manufactur ing inc lud ing ( 1 ) crop d iversificat ion, such as seafood, 
pi nto beans, wine grapes, cut flowers, organ ic vegetables, aquaculture 
and even a l l i gators and m in iature horses; and (2)  value-added proc
ess ing such as ethn ic foods, specia l ized apparel ,  i ndustria l  lubricants, 
and cond iments and sauces (Texas Dept. of Agriculture 1 986). To im
plement h i s  strategy, H ightower made a poi nt to h i re new staff from 
non-bureaucrat ic backgrounds, inc lud ing rural non-profit organ iza
tions such as the Federation of Southern Cooperatives and the Ten
nessee Agr icu l tural Market ing Project. As the agency evolved, th i s  
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staff gave TDA a part icu lar talent for translating d isparate local ex
peri ments i nto the institutional parameters and language of state gov
ernment. 

The program tools  used by TDA were designed exp l ic it ly to re
shape the food and fiber marketplace through five strategies: 

Redefinition of market values. Th is strategy focused on generating 
marketp lace exc i tement around new products and product types, 
through trade fai rs, news conferences, logos, and the carefu l use of 
graphics and ad copy. TDA had a large publ ications and promotional 
staff and fu l l y  equ ipped printing office, and H ightower h imself was a 
"ti reless" promoter of new products. Approximately 1 , 500 businesses 
were enrol led in various market promotion efforts. 

Reorganization of market institutions. In th i s  program area, TDA 
focused on the creation of new market ing channels, inc lud i ng farm
ers' markets, export networks, spec ia lty food brokers, and various 
producer d i rectories and mai l  order cata logues. I n  the program l i t
erature, th is d imension of TDA's strategy is articu lated i n  terms of 
economic equity-bypassing r igid and o l igopol istic market structures 
to provide sma l l  and minority producers a fa i r  market test for their 
products (Texas Dept. of Agricu lture 1 986). For example, the D i rect 
Marketing i n it iative organ ized and cert i fied more then 1 00 farmers' 
markets with 3, 700 part ic ipating farmers. 

Enhanced production inputs to "demonstration " enterprises. About 
40 TDA staff were engaged in programs providing technical assistance 
to businesses and loca l governments, debt and equ i ty f inancing and 
grants. These services were d i rected to projects wh ich were defined, 
after rev iew, as being not only feas ible--entrepreneurs or coopera
tives were selected for the i r  experience and financia l  commitment
but a lso "risky" in the sense of demonstrating a new process or market 
opportunity .  Over 300 projects were a ided through the program. For 
example, the Texas Agricu ltural F i nance Authority loaned $25 m i l l ion 
in second-stage venture capital to projects including a leather tannery, 
a cotton processing plant, and a specia l ty meat products company. 
The L inked Deposit program funded more than 40 projects, i ncluding 
pasta manufacturers and exotic deer farms. The Agricu ltural Divers ifi
cation Grant Program provided grants and technical assistance to set 
up agr icu ltural busi ness incubators and local revolv ing loan funds, 
and stimulate industries such as production of native p lants, qua i l ,  
figs, and goat cheese. 

Strategic regulation to establish market position. Th is  was articu
lated by 1 986 as an effort to move rapidly i nto green markets and 
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capture the env i ronmental premium. One of its earl iest products was 
a strict code for organic produce, l ater adopted in  federal legis lat ion, 
designed to provide organ ic farmers with marketp lace identity. A 
number of more general regulatory actions were a lso undertaken to 
l im i t  pestic ide use among Texas farmers; th is was part of a broad ef
fort to promote the environ mental safety of Texas agricultural prod
ucts. F ina l ly, TDA offered fi nancing and business assi stance to various 
green projects. These i n it i atives were i ncorporated i nto a pol icy 
manifesto publ i shed in  the fal l  of 1 990: tlie Greenprint for Agricultural 
Development. The Greenprint eva l uated production economics and 
market potentia l  i n  businesses rangi ng from cotton insu lat ion to or
gan ic  fert i l izers. Env ironmental susta inab i l i ty was i ntended to be a 
primary strategy for the Department through 1 994 (Texas Dept. of Ag
ricu lture 1 990). 

Cultivation of networks. F ina l ly, TDA sought to restructure markets 
by creating new forms of association. Th i s  i nc luded, on the one hand, 
establ i sh ing formal producer associations and cooperatives, for exam
ple, among grape growers, mesqu ite-chip and l umber producers, and 
vegetable packers. On the other hand, TDA susta ined a web of infor
mal relationsh ips among a range of actors in the Texas food and fiber 
i ndustry, i nc lud ing farmers, commercia l  bankers, venture capita l i sts, 
produce brokers, reta i lers, and crop researchers . 

Cracks in the Golden Bowl: 
The Politics and Management of Entrepreneurship Policy 

The 70th Legis lative Session in 1 987 may have been the h igh point 
of Texas entrepreneursh ip  pol icy. Through th i s  sess ion, both TDA 
programs, and H ightower h imself, remai ned popular. Texas technol
ogy pol icy, too, was r iding a wave of success. 

H igh-technology advocates and TDA became bedfel lows during 
this session, creating a potent pol it ical a l l iance beh ind a major legi s
lative package. Th is  inc luded a constitutional amendment which radi
cally expanded the entrepreneurial powers of Texas state government. 
I t  a l lowed the state, for the fi rst t ime since Reconstruction, d i rectly to 
fi nance private enterprises. A second b i l l  was i ntroduced that wou ld 
comprehens ive ly reorgan ize the Texas Econom i c  Development 
Commiss ion, implant ing new econom ic  planning respons ib i l i t ies, 
technology development authorit ies and sma l l  bus i ness mandates .  
The b i l l  a lso renamed the agency, for a th i rd t ime i n  a decade, as the 
Texas Department of Commerce (TDOC). Yet a th i rd b i l l  provided 
new financial tools to the TDA, inc lud ing the fu l l  fa ith and cred i t  of 
the state to ra ise $25  m i l l ion in venture capital funds. A fourth b i l l  
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permitted local governments to increase local sales taxes for eco
nom ic development projects. The statute defined project e l ig ib i l i ty 
loosely; th is gave local governments, for the fi rst time in many years, 
the latitude to use local taxing powers to fund entrepreneurial proj
ects. The agriculture/technology legis lative package put into statute 
many of the institutional shifts al ready occurring in TDA and among 
technology programs. With passage of these b i l ls ,  and the eventual 
approval of constitutional authorities by the voters at large, their sup
porters felt that they had a strong legis lative and publ ic mandate. 

Rather qu ickly, however, admin i strative and pol it ical tensions ap
peared, and the perception of a mandate began to d issolve. There was 
a deepening attack on TDA by agr icu ltural industries uncomfortable 
with the environmental and sectoral impl i cations of TDA pol icy. The 
"3 C's" of Texas agricultur�attle, cotton and chemicals-became 
vehement opponents of H ightower. 

With the support of the Repub l i can Governor B i l l  C lements, 
elected in  1 986, agricu lture industry groups organized a series of fo
rums and task forces to bring h igher vis ibi l i ty to an alternative deve l
opment pol icy, featur ing strategies to improve the •economic cl i 
mate.• This effort was attached to a larger business agenda in Texas 
art iculated through the state's  Strategic Economic Plan (Strategic Eco
nomic Pol icy Commission 1 989) . The Plan made various recommen
dations inc luding tort reform, overhaul of the Worke.rs Compensation 
program, and trucking deregulation. These proposals  dominated eco
nomic pol icy d iscussion and debate dur ing 1 988 and 1 989, both in 
the 71 st Legis lature and on the editorial pages. 3 

During 1 989, Texas Republ icans, and particular ly trad itional agri
cu ltural interests, began to organize an electoral chal lenge to H igh
tower. The Republ icans fashioned two crit iques of TDA economic 
pol ic ies. They argued, fi rst, that the agency was not sufficiently re
spons ive to •mainstream'' agr icu ltural commodity producers, and 
second, that •fri nge• industries promoted by TDA were not economi
cal ly viable. 

Moreover, during th is  same period, the Texas Department of 
Commerce, savaged both in the press and by the legis lature for poor 
management, was repeatedly reorgan ized. In particu lar, the agency 
experienced great d ifficu lty in  starting up some of its technology pro
grams. TDOC's problems created an a i r  of skepticism about entrepre
neursh ip pol icy. 

H ightower lost the election in 1 990 by a sma l l  marg in .  After the 
new Agricu lture Commissioner took office in 1 99 1 , TDA underwent a 
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dramatic interna l  reorgan izat ion. Some of the agency's entrepreneu
r ia l  programs remained . Accord ing to in terviews, these programs had 
bu i l t  vocal constituencies and were perceived as be ing effective by 
legis lators. However, the agency's focus sh ifted away from entrepre
neur ia l  i n it iat ives, part icular ly those related to environmental prod
ucts. Overa l l ,  state entrepreneursh ip  appears to have waned in both 
metropol i tan and non-metropol itan pol icy arenas. 

Thus, the Texas non-metropo l itan development pol i cy debate 
during the 1 980s was driven by a series of partisan and personal r iva l
ries and by deeply confl icting views of appropriate development strat
egy. As state entrepreneursh ip  navigated these currents, i t  encoun
tered two serpents: sectoral pol it ics and the managerial capabi l it ies of 
program staff. TDA's efforts to reorgan ize markets aroused the an
tagon ism of segments of the agricu ltural and chemical industr ies. 
During the l ate 1 980s, these industries helped sh ift the terms of the 
economic development debate i n  Texas, and eventua l ly helped defeat 
H ightower as Commissioner. Meanwh i le, programs at the Texas De
partment of Commerce experienced widespread management prob
lems. Together, these forces have pushed entrepreneursh ip  pol i cy to 
the sidel ines of the economic development debate in Texas dur ing the 
1 990s. 

Have Entrepreneurial Reforms Become Embedded in 
Texas Economic Policyl 

I n  this section of the art icle I use four criteria to examine the extent 
to wh ich entrepreneur ia l  reforms have become embedded in the in
stitutional structures of development pol icy i n  Texas: ( 1 ) the sca le of 
entrepreneur ia l  expenditures as a proportion of the non-metropol i tan 
"development budget"; (2) the priorit ies of local practit ioners i n  the i r  
use of  state development programs; (3) the opin ions of  local practit io
ners about the performance of state entrepreneursh ip programs; and 
(4) the extent to which pract it ioners have adopted entrepreneur ia l  
strategies i n  thei r  own practice. 

The State Non-metropolitan Development Budget 
The non-metropol itan "development budget" offers a view of leg

is l ators' state economic pol icy priorit ies. This "budget" can be calcu
lated through a close reading of the Legis lative Appropriations bi l l  and 
the patterns of state tax exemption. Wh i le  some budget items are not 
included or di scern ible in the Appropriations B i l l ,  th i s  approach offers 
a usefu l i l l ustrat ion of the broad patterns of where the Leg is lature i s  
wi l l ing to  invest state funds and  offer tax benefits. • Four categories of 
expenditure can be defined .  
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Agricultural commodity programs. Research and technology 
transfer programs-;>ri mari l y  dedicated to major agr icu ltural com
modities-represent over $ 1 00 m i l l ion of the state non-metropol itan 
development budget. In addit ion, agricu ltural state sales tax exemp
tions total about $284 m i l l ion annually.5 

Industrial recruitment. The costs to the state of the business re
cru itment system are minor. The tota l state budget of the Texas De
partment of Commerce is  only about $5 m i l l ion, of which only a part 
can be a l located to industrial recru itment activity in non-metropol itan 
areas. The other sign ificant state expense i s  the Enterprise Zone Pro
gram, projected to cost approximately $ 1 2 . 5  m i l l ion in lost sales tax 
receipts dur ing 1 995 .6 Aga in ,  these costs are not broken down by 
metropol i tan and non-metropol itan regions. 

The major cost of i ndustr ia l  recruitment occurs at the local level , 
and is associated with lost revenue from local property taxes . These 
losses are notoriously d ifficult to calculate. The best avai l able estimate 
for the late 1 980s and early 1 990s, based on a survey of Texas school 
d i stricts, suggests that property tax losses increased dramatical ly dur
i ng the late 1 980s to $5 .7  b i l l ion statewide. The state authorizes and 
structures these losses through the tax code. 7 

Low-income and minority programs. Most of the expenditures i n  
th i s  program area are federa l ,  bu t  adm in i stered i n  Texas by  state 
agencies. Because of accounting complexit ies, it is difficult to calcu
late costs to the state development budget. However, i n terviewees 
agreed that only a t iny portion of state development resources were 
dedicated to these programs. 

Entrepreneurial programs. State entrepreneur ia l  expenditures are 
a lso difficult to estimate. Under the broadest poss ible defin ition of 
entrepreneur ia l  programs, the i nterviews suggest that such activities 
accounted for between $5 m i l l ion and $8 m i l l ion of the Texas De
partment of Agricu lture's budget. The state expenditure on entrepre
neursh ip  programs in the Texas Department of Commerce was, at 
most, $1 m i l l ion. An add itional $25 m i l l ion in •fu l l  fa ith and credit" 
state lending guarantees were actively uti l i zed in TDA venture capital 
programs. 

In th is crude accounting, about $600 m i l l ion was budgeted for 
non-metropol itan economic pol icy during 1 992, including state sales 
tax expenditures, research and extension, and ta rgeted development 
programs. Less than $8 m i l l ion of th is was dedicated to entrepreneur
sh ip programs (with an add it ional $25 m i l l ion at risk in state loan 
guarantees) . Th is total i s  hardly a surprise, s i nce many of these pro-
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grams were created during a period of fiscal constrai nt, yet i t  reveal s  
the  relatively low priority of  entrepreneursh ip  i n  the  overal l  context of 
Texas non-metropol itan economic pol icy. 

Priorities of Local Development Practitioners 
I asked a l l  informants dur ing the i nterviews about their priorities i n  

the use of  state programs-that i s ,  which state tools  and  expenditu res 
were s ign ifi cant agents in stimu lat ing local deve lopment strategies.  
The responses to these questions suggest that, i n  most cases, state en
trepreneursh ip  programs played only a secondary or ind i rect ro le. 

Prisons. The pursuit of state and federal pr ison locations appears to 
have consumed a large part of the development effort among practi
t ioners. Almost al l  i nterv iewees said that they had ser ious ly cons id
ered submitt ing a bid for a prison. 

More than $3  bi l l ion w i l l  be i nvested i n  non-metropol itan Texas 
dur ing the round of pri son construction beg inn ing in 1 99 1 . The ·srze 
of th i s  i nvestment dwarfs a l l  other state deve lopment fund ing pro
jected for rural areas dur ing the early 1 990s. About 72 rural local 
governments submitted proposa ls to become one of the i n it ia l  s ites. 

The Texas Department of Crim i nal Justice (TDCJ) has requ i red that 
c it ies provide 300 acres of land, as wel l  as adequate and affordable 
wastewater treatment, accessib le roadways, schools  and med ica l  fa
c i l it ies. In addit ion, the prison must be located with i n  1 00 mi les of a 
metropol itan area. 

Accord ing to local offic ia ls, obta in ing a detention fac i l i ty can be a 
windfa l l  to successful b idders. It is equ ivalent to the ideal branch 
plant-stab i l i z ing the community 's  economy wh i le  provid ing jobs for 
relatively low-sk i l l  labor. Moreover, some local governments now 
specify by contract that a certa i n  proportion of the labor force must be 
h i red from among local residents. 

However, i t  was pointed out in interviews that entry into this b id
d ing game is costly. One South Texas community, for example, est i 
mated that they wou ld need to spend $ 3 . 1  m i l l ion to extend the i r  
uti l ity l i nes and  improve thei r  wastewater treatment p lant i n  order to 
attract a prison. In many cases, commun ities must a lso h i re a lobby ist 
and expend pol it ical ch its to supplement the i r  project contr ibutions. 
Thus, the economic development resources of the community are tied 
up i n  a technica l ly and pol it ica l ly compl icated proposal process that 
tends to be of long duration. 

Other state facilities. I nterviewees a lso emphasized the i r  efforts to 
attract other state fac i l i t ies, inc luding schools, hospitals and state of-
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fices. Overa l l ,  state appropriat ions represent a substant ia l  flow of 
funds to non-metropol i tan Texas. Of the $25 .9 bi l l ion in total FY 1 992 
expenditures, almost $ 1 5  bi l l ion went to areas of the state outs ide the 
five most populated counties. While there was a larger per capita ex
penditure of state funds in the more popu lous counties (an average of 
$ 1 ,764 for FY 1 992) , even Loving County-with a popu l ation of 9 1 -
received a total of $93,7 1 3 ( $ 1  ,029 per capita). Even minor state of
fi ces can be important to the job base of smal l cit ies and are jealously 
guarded. For example, when the Texas Department of Transportation 
proposed closing several smal l - town field offices in 1 99 1 , there was a 
f lu rry of lobbying activ ity, and eventua l ly  the Department backed 
down. 

Industrial recruitment. F ina l ly, although many of the local offic ia ls 
i nterviewed spoke d isparagingly of industr ial recruitment, they con
tinue to pursue new plant locations. One offic ia l  said, recru itment is 
"do-able . . .  We have the ski l l s  and wherewithal right now to market 
th i s  area . . .  Gett ing other k inds of i nvestment would be far more com-
pl icated." Another commented, " I ndustr ia l  start-up or expansion 
capital i s  s imply unava i l able in  rural  Texas. We must look for outs ide 
partners." 

In  this context, the estimates of lost property tax revenue described 
above, a l though tentat i ve and w i thout a metropo l itan/non
metropol itan breakdown, are str ik ing. Th ey suggest that the use of 
land-subsidy tools in  local development strategy experienced a rapid 
i ncrease during the early 1 990s. 

Perceptions of State Entrepreneurship Programs 
Whi le  state entrepreneursh ip programs d id not appear to be the 

primary dr ivers of local development efforts, a l l  practit ioners i nter
viewed had experience with at least some entrepreneursh ip programs 
developed during the 1 980s. Al l  practitioners d escribed themselves as 
current users of some entrepreneursh ip program, and a lmost a l l  ex
pressed interest in bu i ld ing the i r  expert ise in entrepreneurship strate
gies. A few practit ioners had experience with almost a l l  the major 
programs created duri ng the 1 980s. In th i s  sense, the tools  of state 
entrepreneurship appear to have become accepted as a normal part of 
doing busi ness in the Texas economic development system. 

I n  general ,  however, state development programs of all kinds were 
not viewed favorably by practitioners in non-metropol itan areas. As 
one local offic ia l  excla imed, "The programs are paralyzed. The bu
reaucrats make rules but no one makes rea l dec is ions. When they 
have fundi ng, they sit on it-they cannot even figure out how to use 
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i t . . .  The state creates compl icated rules that d i stort how commun ities 
can use programs. You can't tel l me that program needs are the same 
i n  Lufk in as they are i n  E l  Paso." 

With in  this overa l l  context, entrepreneur ia l  programs at TDA were 
genera l ly  prai sed, even by interviewees who were cr it ical of H igh
tower. TDOC, on the other hand, was un iversa l l y  crit ic ized for both 
overa l l  agency strategy and program management from the m id- 1 980s 
through 1 99 1 . TDOC's problems lay in  a kind of institut ional i ndeci
s iveness. One practit ioner commented, "TDOC wanted to be a l l  
th i ngs to a l l  people ."  Another ca l l ed the agency "undi rected . . .  gut
less." 

I nterviews ind icate that TDA drew its strength from the knowledge 
of its staff regard ing spec ific marketp laces and production practices. 
This, in turn, was drawn from the networks that TDA developed 
among agricu l tural i nnovators and entrepreneurs in Texas and re
searchers from around the country. TDA created these networks by 
focusing on specific i ndustries rather than defin i ng its role as a pro
vider of generic services. By specia l iz ing, even with i n  agriculture, the 
agency acqu i red a practical knowledge of market�and more i m
portantly, an array of rel ationsh ips among businesses, researchers and 
product brokers-that a l lowed it to provide usefu l i nformation and 
contacts to entrepreneurs. Practitioners a l so remarked that TDA was 
wi l l i ng to advocate loudly for new products and types of bus iness. 
The agency became a "gigantic salesman" for agricu ltural diversifica
tion and the reorganization of markets. 

TDOC, by contrast, was unable to fi nd its voice in the entrepre
neurial state. The interviews suggest that most agency staff continued 
to operate from a tradit ional i ndustr ia l -recruitment world v iew, but 
the agency 's  m i ss ion became confused among the confl ict ing de
mands of entrepreneur ia l  and chamber of commerce constituencies; 
eventual ly, the agency was paralyzed . 

Local Entrepreneurial Strategies 
F inal ly, most practit ioners i nterviewed are engaged i n  local entre

preneur ia l  projects, i ndependent of d i rect incentives from state gov
ernment. These range from a waste-to-energy plant in centra l Texas to 
a beef snack food process ing company in west Texas; local roles 
range from organ iz ing a project feas ib i l ity study to prov id ing short
term fi nancing.  Indeed, a lmost every practit ioner was engaged i n  
projects that went far beyond the trad it ional ideas of ind i scrim inate 
land or bond financing for i ndustri a l  recru itment. 
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There is anecdota l evidence that state programs played a role to 
inspire th i s  flour ishing of local entrepreneursh ip .  For example, two lo
cal projects, both organized with TDA funds and assi stance, received 
national awards for entrepreneurial i nnovation from the Department 
of Housing and Urban Development and the National Assoc iation of 
Rural E lectric Cooperatives. These projects apparently became models 
for other sma l l  c ities i n  their  respective parts of the state. 

Some of the i nterviews do descr ibe projects that re ly on the tools 
of i ndustr ia l  recru itment such as land subs id ies, but employ these 
tools  in targeted strategies that tend to be associated with entrepre
neuria l ism. One practit ioner, for example, organ ized a targeted re
cru itment campaign to persuade several sma l l  electron ics companies, 
c losely l i nked i n  a suppl ier network, to relocate to his c i ty. Th is was 
eventual ly successfu l ,  with the help of a land subsidy and a variety of 
other entrepreneurial and non-entrepreneurial funding sources. In this 
sense, practit ioners appear to make l i tt le d i st i nction between en
trepreneursh ip  and i ndustr ia l  recru itment strategy. 

Conclusions 
Entrepreneursh ip  pol icy emerged in Texas dur i ng the 1 980s as a 

new in st itut ional form; E i s i nger is correct i n  descr ib i ng th i s  as a 
"profoundly new reordering of relationsh ips between publ ic  and pri
vate sectors." As E i s inger suggests, th i s  pol icy was rooted i n  an effort 
to i nfluence markets and thereby restructure key i ndustr ia l  sectors i n  
the  state. A broad variety o f  governmental i nstruments were em
ployed, from publ ic  f inance to strateg ic regulation and provis ion of 
i n formation. 

Overa l l ,  publ ic entrepreneursh ip has become an accepted function 
of government at several leve ls of government in Texas. A rad ical  
const i tut ional  change has occurred; new programs have been 
authorized and implemented; many local deve lopment practit io
ners-the primary users of state pol icy-have become experienced 
with state entrepreneurial tools. However, several other major conclu
sions are drawn below. 

Entrepreneurial programs have strained the political and manage
rial capabilities of the Texas state economic development system. As 
with many reform movements, the advocates of entrepreneurial ism 
were overly optim istic. Beginning in  the early 1 980s, economic pol i cy 
in Texas operated under the shadow of profound ideological and 
budget confl icts . Non-metropol itan areas were in  the center of th is 
vortex, in  battles with large-volume agricultural commodity producers 
over pol ic ies such as organic labe l i ng, and in h idden competit ion 
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with other state development institutions such as the Texas Depart
ment of Commerce over legis lat ive authorizations and appropriations. 
These confl i cts b lazed i nto partisan warfare i n  the genera l e lect ion 
campaign of 1 990. 

Publ ic  entrepreneursh ip  i n  Texas a lso encountered a broad per
ception of manager ia l  shortcomings. Practitioners crit icized almost a l l  
state development programs, inc luding the Extension Serv ice and the 
i ndustri a l  recru itment system. These perceptions of manager ia l  short
comi ngs were vigorously fanned by partisan confl icts. In its Schum
peterian sense, entrepreneurial state government represented an effort 
to reorganize i ndustry; th is fundamenta l ly  impl ies sectoral struggle, 
both with trad it ional as wel l as other "new" i ndustries. Indeed, Texas 
resource i ndustries were dramatica l ly restructured dur ing the 1 980s, 
parti a l ly  as a resu l t  of entrepreneur ia l  programs such as those at the 
Texas Department of Agriculture. 

The contentiousness of the entrepreneur ia l  state created i n stab-i l i 
t ies, however. By the end of the 1 980s, these appear to have sh ifted 
the pol it ical calcu lus  among most elected offic ia l s .  Publ i c  entrepre
neursh ip  impl ied a set of confl icts and risks which most elected offi
cials d id not want to absorb. Moreover, Texas was undergo ing an 
economic recovery dur ing the late 1 980s, and elected offic ia l s  may 
have felt less  pressure from voters regard i ng economic development 
pol i cy. 

This experience ra i ses questions about the capacity of the entre
preneurial state to susta in  itself. In  Texas, it may have been more suc
cessfu l as a short-term effort to restructure agr icultural markets than as 
a long-term program to reform state government. Two cond it ions 
would be necessary for the entrepreneuria l  state to grow successfu l l y  
on the program base created dur ing the  mid- 1 980s. F i rst, state agen
c ies wou ld need to substanti a l ly  upgrade the i r  admin i strative ski l l s .  
Second, statewide offic ia l s  and agency staff wou ld  need a strong 
stomach for mediating confl i cts between competing economic sectors 
and alternative views of economic change. 

The direct influence of the entrepreneurial state is minor in pro
portion to other state programs. A third conclusion of th is research i s  
that the entrepreneur ia l  state i n  Texas is  weak wi th  respect to other 
state priorit ies. State investment appeared to wield substantia l  i nflu
ence in  non-metropol itan regions; however, th i s  i nfl uence did not, in 
most cases, promote entrepreneur ia l  activ ity. I ndeed, state inf luence 
may have undercut entrepreneursh ip  by i nducing loca l i ties to pursue 
public jobs and construction subsidies. The programs considered ef-
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fective in support ing entrepreneurship were too sma l l  to have s ignifi
cant investment impact on non-metropol itan Texas. 

In its pri son construct ion program, the state of Texas operated 
much l i ke a private firm seeking site advantages for its fac i l ities; the 
state asked for local land and i nfrastructure subsidy in return for state 
investment and jobs. I nterviews i ndicate that non-metropol i tan com
mun it ies bid for pri sons because c ity leaders felt they had few alter
natives to susta in  local economies. 

l i kewise, sma l l  c i ties appear to have i ncreased the pace of i ndus
tria l  recruitment i n  the search for manufacturing or warehouse fac i l  i 
ties that could provide a new economic base for the community. The 
state continues to support local recru itment efforts primari ly through 
programs of the Texas Department of Commerce. 

I t  is important to point out, though, that state entrepreneuria l i sm 
may have exerc ised an important i ntangible i nfl uence, at least in the 
short term. Much of the effort at TDA was d i rected toward product 
promotion, the creation of marketi ng networks, and the restructuring 
of market institutions. This i nfl uence was exerted less through pro
gram i nvestment, and more through regulatory structures, personal 
networks, med ia  images, and inte l lectual  currents among economic 
development practit i oners. TDA's i nfluence, as Marsha l l  said of i n
dustr ia l  d istricts, was " in  the ai r." 

The entrepreneurial state in Texas has evolved into a menu of 
services rather than a set of directed interventions. As sma l l  c it ies 
have expanded the i r  competit ion, they have essent ia l ly  taken on 
much of the r isk that the state has avoided . Through passage of the 
economic development sales tax, the state has l i bera l ized the i r  abi l ity 
to undertake r i sky projects . Sma l l  c ities appea r to be self-d i rected i n  
pol icy; they are looking to the state not for primary leadership around 
economic development issues, but rather as a neutra l funding pool .  

This  research suggests that non-metropol itan economic pol icy in  
Texas was fragmented dur ing the late 1 980s . As the entrepreneurial 
state became less potent, the entrepreneurial smal l  city emerged. Lo
cal practitioners d iscuss state programs as a menu of assi stance from 
which they pick and choose, depending on the needs and parameters 
of a spec ific project they are promot ing. Many smal l  c ities appear to 
be fa i r ly soph i st icated users of both demand-side and supply-side 
programs, often s imu ltaneously, fitt ing together whatever program
matic pieces they can .  In  genera l ,  the demand-side/supply-side di
chotomy cou ld not be appl ied to much of the local practice described 
in this research. 
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On the other hand, the function of the entrepreneur ia l  state as a 
projector of trends, ind icative p lanner and strategy coord inator ap
pears, i n  large measure, to have atrophied. Texas state government 
probably admin i stered a more coord inated p lann ing system for the 
commod ity resource industries that dominated non-metropol itan 
Texas through the 1 970s, than for the entrepreneur ia l  industries that 
have emerged s i nce. E i s i nger described state entrepreneur ia l i sm as 
hold ing the promise of a "more h ighly rational ized" economic  plan
n i ng system. Instead, non-metropol itan Texas appears to operate in
creasingly as a league of city states. 

NOTES 

1 The author worked for the Texas Department of Agriculture from 1 985 to 1 990. 1nter
v iews were conducted during 1 99 1  and 1 992 as part of an assessment of Texas mral 
deve lopment pol icy funded by the Aspen Institute/Ford Foundation. This assessment 
was prepared for the 72nd Session of the Texas legis lature with the support of the Texas 
Center for Pol icy Stud ies. Interviews were open-ended d i scussions designed to identify 
sign ificant experiences and i ssues regarding management of state entrepreneur ia l  pro
grams. The identity of interviewees i s  confidential to encourage them to be cand id.  See 
Mul ler 1 992 .  

2 Ken ich i  Ohmae ( 1 993), for  example ,  a rgues that the • region state" i s  in  
" ascendancy .• Ohmae suggests that nations have become incapable of  govern ing re
gional economies; only regions themselves have suffic ient knowledge to guide thei r  
development process. However, Ohmae provides o n l y  t h e  s l ightest h i nts o f  t h e  institu
tional content of this • region-state.• 

1 The Governor's Task Force on Agricu ltura l  Development, comprised of 26 agricul
tural industry leaders statewide, advocated a s imi lar  program of reduced regu lation, tort 
reform, and overhau l of workers compensation in its f inal report submitted in Decem
ber of 1 988 (Governor's Task Force on Agricultural Development 1 988). 

4 This method is based on personal conversat ions with staff of the Corporation for En
terprise Development and the Nebraska Department of Commerce. I have organized 
the state non-metropol itan "development• budget to exclude appropriations for educa
tion and transportat ion. Although these are the largest state budget items d i rected to ru
ral areas, they cannot be defi ned as development expenditures because their develop
ment benefits are not necessar i l y  captured by non-metropol i tan regions. Regu latory 
programs are a l so excl uded because their influence is not normal ly  felt through state 
appropriations. 

s These inc l ude sales tax exemption for seed ($ 1 1 m i l l ion); l ivestock ($92 m i l l iori; 
horses, mu les and work an imals  ($6 m i l l ion); farm suppl ies ($43 m i l l ion); feed ($89 
m i l l ion); and agricu ltural machinery and equ ipment ($43 m i l l ion). Based on 1 993 pro
jection in Texas Comptrol ler oi Publ ic Accounts 1 99 1 ,  and on personal conversations 
with staff of the Texas Comptrol ler of Public Accounts. 

6 See F iscal Note to S .B .  4 1 , 72nd Legislature, 2nd Cal led Session. 

7 Based on property tax board stat istics compi led by Cathar ine Clark, d i rector of the 
Texas Center for Education Research, and reported through personal  conversation. 
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