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September 11, 2007 – edited for clarity 

 

 

 I opposed the $40 million bill (HB 1761 and vetoed by the Governor) and I 

certainly oppose this $60 million bill and I would like to give a few of my reasons. 

 

 First of all there are no additional safeguards in the bill to speak of.  All of the 

safeguards talked about can be imposed by the Governor’s Economic Investment 

Committee as part of the contract.   

 

 Secondly, the underlying argument here for most of the proponents is that people 

will suffer if we don’t pass the bill.  Of course they can’t know that because that is an 

unknowable, and a predicate to that assumption is that this bill is actually enough to 

change the behavior of these firms and corporations.  Within a reasonable degree of 

certainty (maybe 99%) we know that is not true for a couple of reasons:   

 

First reason, Firestone.  We were told in committee that a couple of years ago 

Firestone was turned down for this type of grant and they made the investment anyway.  

The bill is retroactive to pick up the investments they have already made of $60 million.  

How a grant to Firestone can possibly induce an investment that is already in the ground 

just boggles the imagination.  I don’t fault the people from Wilson who got Firestone in 

the bill because Firestone was being treated unfairly, as are all other businesses in this 

state that are being treated unfairly by the resulting bill. 

 

 The second reason we know that this bill does not actually induce Goodyear is 

because the amount of money for Goodyear is just not big enough.  Now, please, we’ve 

gone from $40 million (Sunday) to $50 million (Monday) to $60 million (today) and I 

don’t want to inspire an amendment from Rep. Glazier to triple these incentives to make 

it big enough, but here is what I mean.  How much is Goodyear going to get from this?  

Well we were told by Rep. Glazier in committee that it might be $30 million total ($3 

million/year).  Let’s think about that.  What are the expenses of the Goodyear plant in 

Fayetteville?  Is it $20 million/year, $30 million, $40 million, $50 million?  We know it 

is several hundred of millions of dollars a year when you include the payroll, benefits, 

transportation, raw materials, trucking.  I don’t know the exact figure but I do know from 

studies of other manufacturing plants that state and local taxation only amount to about 

1% of the total expenses of typical manufacturers.  So this is a 1% factor.  Are they going 

to make a decision based on a 1% difference?  I don’t think so.   

 

I’ve been told, and I don’t begrudge him a penny of it, that its CEO makes $17 

million a year.  Do you think the decision as to whether or not to invest this money is 

going to be based upon whether or not you pass this bill or not?  I don’t think so.  What 

this is called in economic terms is “rent seeking”, a term which I have never understood, 



because there is no rent involved.  But it is a phenomenon that economists tell us about,  

when there is discretionary money, discretionary rulings from government bodies.   

Firms and corporations are rational, they are profit seeking.  When they do the 

rational thing, they go around and try to find who will give them money.  They found 

you.  You will give it to them.  They found Alabama and maybe they found somebody 

else.  They are going to make their decision based on the real economic factors of labor, 

transportation, raw materials, and after they have made that decision, you will pay them 

an extra $3 million a year and give it to their stockholders in extra dividends or additions 

to capital or whatever.  Don’t fool yourself that you are sending this money to a poor 

person in Fayetteville because it is a distressed county.  You are sending the money to the 

stockholders of Goodyear, some of whom may be poor and some of whom may rich, but 

that is not the American way.   

 

 The next reason is the question I raised on the floor when we passed HB1761 on 

August 2
nd

.  You will recall that Rep. Glazier indicated that there was no opposition and 

that everything has been worked out.  I stood up and said “if someone could please tell 

me why this is available for a firm that invests $200 million and has 2,000 employees but 

does not apply to 2 companies that employ 1,000 employees and agree to invest $100 

million, maybe I might even vote for it.”  But let’s just say that instead of Goodyear there 

was Red Year Tire, Blue Year Tire, Black Year tire and White Year Tire and for various 

economic reasons they are 4 companies and they decide to build 4 plants and 

cumulatively invest $200 million and 2,000 employees.  Why in the world would the 

logic of this bill not apply to them?  Of course it would.  But what you have done here is 

once again (and this not the first time in the 2007 session – as a matter of fact it has been 

a repeated theme of this session) is to give advantage to the very large corporation to the 

detriment of the middle-size and small corporations.  You can talk all you want about 

your trickle down theory, about how the service station will sell more gas if the company 

is there.  But they would sell more gas if 2 mid-size companies were there as well.  So 

this bill is discriminatory.  This is not the way to do tax policy.  The way to do tax policy, 

if you want to help companies stay in North Carolina, is to reduce taxation in general on 

economic activity.   

 

 Tomorrow, what is going to happen?  On September 12, 2007 we are going to 

wake up.  This bill will either pass or fail.  If the bill fails I think the Board of Directors 

of the various companies in North Carolina will think, “what are we supposed to do.  We 

are supposed to earn money for our stockholders.  We are going to invest and innovate.  

We are going to hire engineers, we are going to hire sales people, we are going to make 

tires, we are going to hire a lawyer, we are going to do whatever people do in economic 

activity.”  That is what will happen if you defeat this bill.   

 

If you pass this bill the CEO will meet with the Board of Directors and say “we 

have been working this thing wrong. What we need to do is hire lobbyists and support 

our local candidates, because there is a much higher profit margin in the little money we 

put out for lobbying and for political involvement for the return on investments.  We will 

get a whole lot more.”   

 



In the next Short Session instead of having one company (that went to two 

companies that went now to 5 companies eligible,) we will have 20 or 30 with their hands 

out and we won’t have a principled reason to deny them the same benefit.  We were 

given a list in our caucus (the Speaker’s tax counsel gave us a list of the companies that 

would possibly benefit – Goodyear, Firestone, Smithfield of Bladen County and a few 

others).  The others are just dangling out there to try to get more votes because all of the 

money is going to be eaten up by Goodyear and Firestone.    

 

I’ve heard that we need to “get our money’s worth” from Goodyear and Firestone.  

The way a government can get its money’s worth is to either buy stock in the company or 

buy tires, not by giving away money. 

 

 I would like to close with this quote from a person who is sort of famous.  He is 

not a Republican or Democrat.  Supposedly our economic system was based on this 

thought.  The economic systems around the world that follow this become richer and the 

ones who don’t follow it become poorer.  In the Wealth of Nations, Adam Smith said: 

 

“Statesmen who attempt to direct private people in what manner they ought to 

employ their capital would not only load themselves with the most unnecessary 

attention, but assume an authority which could safely be trusted not only to no 

single person but to no council, senate whatever and would nowhere be so 

dangerous as in the hands of a man who had the folly and presumption enough to 

fancy himself fit to exercise it.” 

 

 I call on all of us to abandon this folly and presumption of trying to pick the 

winners, thereby also choosing the losers, in this game which is a spiral to the bottom. 

 

 Thank you. 

 

 

 


