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Joe Kernan became the governor of Indiana with every
intention of it being a 15-month job. He was completing
the term of his friend and partner Frank O’Bannon, who
passed away after a stroke in September 2003. 

The approach, however, was not a passive one. Despite an
eventual change of heart and a decision, with Lt. Gov. Kathy Davis,
to seek four more years in charge of state government, the philosophy
has not changed.

“When I talked to Kathy last October and asked her if she
would finish out my term as lieutenant governor, two things were
very clear at that point,” Kernan recalls. “This was a 15-month deal,
and I was not here, and she would not be here, to be a caretaker.
Fifteen months is a long time in the context of all the challenges
and opportunities that are facing Indiana.

“Whether we are here for 15 months, or as it turns out hopefully
longer, we’re here to make changes that would matter to the people
who call Indiana home.”

Kernan relates that the aggressive way of thinking began three
years ago when O’Bannon asked him to lead the tax restructuring effort. Two plans – the targeted
proposal and the “go big or stay home” approach – were devised. When it came time to move
forward, O’Bannon asked for a recommendation. Kernan says he replied, “If we do this, we
ought to go big or stay home.” O’Bannon agreed.

“The ‘go big or stay home’ can be a prototype for how we do business in Indiana,” Kernan
adds. “In the case of tax restructuring, we had talked about doing it for decades. When first proposed,
it was given no chance of being successful. Last year (2003 session) we had Energize Indiana (a
series of economic development initiatives). I believe that we can continue to make big differences.
I think if you sit still in today’s world, you are doomed.”

After the tax restructuring and Energize Indiana legislative accomplishments of 2002 and
2003, a “home run” was missing from the 2004 session. Davis says full-day kindergarten could
have been that home run. Kernan adds that it “should have been” and that “it will in 2005.”

Deficit dealings
Full-day kindergarten and any other legislative proposals with a high price tag will be on

the back burner until the state’s fiscal situation is addressed.
Although the numbers vary depending on who is speaking, it
is generally acknowledged that the state has a budget deficit
of near $830 million with an additional $712 million in delayed
payments to schools, universities and local governments. Fiscal
year 2004 closed with a $532 million reserve balance, the
lowest in the last 10 years. According to State Auditor Connie
Nass, the state was in a $1 billion hole at the end of July. 

Kernan emphasizes that the state is $300 million ahead
of what was projected in January. An improved economy,
leading to increased tax revenues, and continued spending
cuts are the primary reasons. The governor and lieutenant
governor hint that major savings will be realized as the Davis-led
Peak Performance Project, evaluating the operations of state
government, comes to its conclusion in the fall.

“It’s not nibbling around the edges. We’re going back to
blocking and tackling,” Kernan says in a football analogy. The
success of state government, he continues, will be measured
by the success of Indiana’s citizens.

Gov. Joe Kernan
• United States Navy flight officer
• Business experience at Procter and Gamble (Cincinnati),

Schwarz Paper Company (South Bend), MacWilliams
Corporation (South Bend)

• South Bend city controller
• Three-term South Bend mayor
• Lieutenant governor, 1996-2003

Lt. Gov. Kathy Davis
• Business experience at Cambridge (Massachusetts)

Collaborative and Cummins Engine Company (Columbus)
• Indiana Department of Transportation deputy commissioner
• Indiana state budget director
• Secretary of Indiana Family and Social Services Administration
• City of Indianapolis controller, 2000-2003

Editor’s Note: BizVoice conducted separate interviews with the Kernan-Davis and Daniels-Skillman teams. The candidates were not asked to
respond to each other’s statements or claims. Many of the same questions were asked in each interview, although there were differences based
on current and past experiences of the candidates.

Lt. Gov. Kathy Davis says her
role allows her to work on the
type of projects she has always
dreamed of.



Davis offers that the review of all the Peak Performance Project data is
under way. It has been a daunting task, considering that 74 state agencies
started the process by identifying 1,051 customers. There is the recognition
now, however, that state government has “several major customer groups, but
not more than that and several major support functions, but not more than that.

“There are a lot of different pieces that we’re looking to make sense of,
with respect to each other,” she explains. “We work in a system where the process
of annual legislation tends to grow the number of programs, organizations
and oversight groups. Instead of having one common system that gets tweaked,
we get new pieces added on.

“It’s a little daunting; the answers aren’t jumping off the pages at us like
sometimes we hoped they would.” The end goal, she reiterates, is to “simplify
the structure of government to reinforce working faster – and to better results.”

Government efficiency should not be limited to the state level. The
Chamber released the Indiana Project for Efficient Local Government study earlier
this year. Fort Wayne and Evansville have been working on plans to combine
certain functions of city and county government. Indianapolis Mayor Bart
Peterson introduced a proposal in early August that would impact townships,
the city and Marion County. Many of the proposed changes require enabling
legislation from the state.

“We shouldn’t just allow local government efficiency … we should
encourage it,” Kernan claims. “(The current discussions) recognize that one
size may not fit all. A structure that was created in 1851 may not, in 2004, be
the best structure for providing services to customers at the local level. It’s
not just looking at saving taxpayer dollars, but it’s delivery of better services.”

Developing jobs
Services and higher quality jobs are sometimes more difficult to come by in Indiana’s rural

communities. Davis points out that broadband is critical, with the I-Light 2 system playing a
major role by branching out from major universities to other educational facilities.

The governor cites the challenge in smaller communities as one of capacity – smaller
population base, less resources and fewer businesses. One of the responses was to implement
the 2002 Department of Commerce (DOC) regionalization that established 12 statewide offices.
The three-person staffs in each regional office work with local decision-makers and advisory
boards before coordinating their efforts with the state’s economic development plan, according
to Kernan.

Davis states that the regional directors are empowered to make decisions. Kernan adds that
the regional system doesn’t just “permit” local decision-making, but “demands” it.

Republicans counter that the ultimate DOC power remains centralized. In addition, GOP
candidate Mitch Daniels has advocated for establishing a
secretary of commerce post that would be responsible for
leading the state’s economic development efforts.

“The lieutenant governor of Indiana should remain the
director of the Department of Commerce, of the efforts put
into economic development and job creation,” Kernan
declares. “One of those things that differentiates Indiana is
the role the lieutenant governor plays, and I argue that
should be maintained.”

New direction
No matter the public sector leader, economic development

will take on a new look. As part of Energize Indiana, the
Indiana Economic Development Corporation (IEDC) was
established. By law, the public-private partnership will assume
control of economic development functions on July 1, 2005.
In what form that takes place is the subject of ongoing discussions.
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Gov. Joe Kernan believes the
state should encourage local
government efficiency efforts.

Davis learns more about the
high precision custom products
developed at Schafer Gear Works,
headquartered in South Bend.



September/October 22004 –– BizVoice/Indiana Chamber 11

Davis points to three elements coming together: the study
and research that led to the DOC regional reorganization,
planning being done by the IEDC advisory board and work
that is beginning by the once-dormant Indiana Economic
Development Council on its once-every-four-years economic
development strategy.

“We’re working hard to make sense of all of those,” Davis
says. Areas of agreement include:
• The state economic development plan and strategy need to

remain current (with metrics in place to measure progress)

with all constituents following one plan
• The skills and resources of the business community should

be utilized in every way possible
• Economic development professionals should be paid at a rate

“at which we can keep them” and there should be continuity
across gubernatorial administrations

“There’s good agreement on the goals. I expect a lot of
discussion this session on how to meet those goals,” Davis
concludes.

Show him the money
Kernan dismisses the various proposals in Daniels’ “Aiming

Higher” roadmap.
“It’s hard to draw a conclusion because there’s no discussion

about how any of those 90-plus proposals are going to be
funded,” the governor claims. When you’re talking about
automatic tax abatement or automatic EDGE credits, which
can run into hundreds of billions of dollars per year, somebody
is going to have to pay the bill.” Without resources identified,
“it’s very difficult to take those initiatives seriously.”

Teamwork, practical business experience and a
proactive attitude are what the Kernan-Davis duo believes
entitles them to extend their 15-month stay in office.
Davis says her analytical, systematic approach qualifies
her to be the “chief engineer of state government,” with
Kernan the leader of the team.

“The governor has very high expectations. He truly
does get a kick out of great performance. He really likes
to win. He likes to win against a problem. He likes to
win against bureaucracy. He likes to win at closest to
the pin. He thinks of his Cabinet as his team and
encourages everybody to have fun at what they do but
get results. That goes a long way just by itself.”

Kernan says he and Davis “bring to the table an
attitude, one of optimism, one of confidence, one of
belief in our future. That’s grounded in our belief that
there isn’t anything we can’t handle.

“We have a lot of work to do, a lot of challenges
ahead,” he continues. “You approach challenge by building
up instead of tearing down. President Bush says in one

of his television ads that pessimism never created a single job.”

I N F O R M A T I O N  L I N K

Resources: Kernan-Davis campaign at www.kernandavis.com

Kernan pauses following a tribute to former Gov. Frank O’Bannon at the
Indiana Chamber’s 14th Annual Awards Dinner.

Kernan speaks to workers at an Indianapolis manufacturer and with representatives of an Indiana steel company.
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Traveling throughout all 92 Indiana counties at least twice
has left Mitch Daniels with a lifetime of memories. He’d
prefer, however, to put what he’s learned to use in the
governor’s office and save the recollections for later.

Daniels has taken a unique path in his effort to end 16 years
of Democratic control of the state’s executive branch. He boarded
“RV-1” on July 7, 2003 to learn more about Indiana’s people. Less
than three months later, he had visited all 92 counties. The road
trips, the stories and the insights have not stopped.

He’s also seen his opponent, Gov. Joe Kernan, introduce a long
list of proposals in recent months intended to spur job growth and
economic development. Daniels isn’t waiting around for the results.

“They’re all processes. They don’t fix things,” he says. “The
regional (Department of Commerce) offices might or might not
have made sense, but they’re not a substitute for top-flight people.
They (the current administration) might be sincere, but they’re so
limited, imprisoned in old ways.”

BizVoice caught up with Daniels and running mate Becky
Skillman, a Bedford resident and member of the state Senate since
1992, in a rare break from continuing to meet the Hoosiers they
hope will “hire” them to lead state government for the next four years. 

Thirteen months on the road taught Daniels that the state is filled with a number of highly
resourceful workers.

“The extent of Hoosier ingenuity impresses me. I’ve talked to so many people who lost the
job they thought they would have until retirement,” Daniels explains. “They’ve found other things
to do,” giving examples of the single mom who survives by utilizing up to five different sources
of income and the former factory worker who now runs an Internet business.

While the resilience is applauded, Daniels and Skillman believe the people of the state deserve
better. Turning around the disturbing trends that have persisted over the past few decades, they
say, will allow more people to have career choices instead of forced job changes.

“We all tend to think in terms of jobs when it should be income,” Daniels contends. “The
average Hoosier makes 88 cents on the dollar of the average American. That’s been dropping for
a long time, particularly in recent years.”

Paying off
Incentives and attention must be paid to income,

he adds. In a hypothetical example, Daniels says the
promise of a company with 100 jobs and $10 million in
revenue is greater than one with 200 jobs and $5 million.

“Those extra dollars will put somebody to work
eventually,” he notes. “State government is completely
oblivious to the extent of the decline we’re experiencing.”

A portion of Skillman’s south central Indiana
Senate district has struggled with unemployment rates
as high as 5% above the stage average. She has been at
least partially surprised to learn that a significant number
of other areas around the state are experiencing similar
problems.

“The common sentiment expressed by parents and
grandparents is that they want their kids and grandkids
to be able to find good jobs relatively close to home,”
she offers. “With such varying needs among communities,
the one-size-fits-all approach does not work. We have to provide as many tools as possible.”

Some of those tools need to be directed at agriculture, which Daniels says has received
“zero attention.” Large number of jobs will not immediately follow, but the extra income will be
a move in the right direction.

Mitch Daniels
• Worked for then Indianapolis Mayor Richard Lugar
• Chief of staff during Lugar’s first eight years in the U.S. Senate
• Senior advisor and liaison to state and local officials for

President Reagan
• CEO of Indianapolis-based Hudson Institute
• Senior management at Eli Lilly and Company
• Director of the Office of Management and Budget for

President George W. Bush

Becky Skillman
• Lawrence County recorder
• Lawrence County clerk
• Indiana state Senate (1992-present), majority caucus chair
• Senate committees – apportionment and claims (chairman),

economic development and technology (ranking member),
commerce and consumer affairs, utility and regulatory
affairs, rules and legislative procedures

Becky Skillman looks to build
on her 12 years in the state
Senate in forming the executive
branch’s legislative strategy.



Focused approach
“Aiming Higher” is the title of the Daniels-

Skillman “roadmap to an Indiana comeback.” The
former director of the Office of Management and
Budget from January 2001 until June 2003,
Daniels says he doesn’t expect anyone to examine
each and every one of the initiatives his campaign
has put forth. Asked to identify the top priorities,
he points to an area only briefly addressed in the
roadmap – “state government aligned along the
goal of economic growth.”

The GOP team says that includes issuing
permits on a more predictable and timely basis,
answering inquiries quickly and completely, and
making compliance as simple and inexpensive as
possible. 

“There are horror stories. I’ve heard how
slow, and sometimes inept, state government is,”
Daniels recounts. “Business today moves at warp
speed. Indiana government barely moves at all.”

Other current deficiencies in the quest for growth, according
to Daniels and Skillman:
• Daniels remembers a story from the road in which an

entrepreneur said Illinois officials sent a package via Federal
Express with a list of seven things the state would do for his
proposed business and papers to sign to begin the process.
The same person says that in Indiana, when he finally was
able to get a phone call returned, he was sent a 35-page form
to fill out.

• Skillman: “Many business owners in border counties talk about
the ease of doing business with Kentucky state government.
We know we have lost businesses across the state border.
Other states are much more customer friendly.”

• “We also have no marketing department, even though we
have a lot to sell,” Daniels adds. 

• Daniels: “It starts at the top. We have to take a look at the

300-plus boards and commission in this state.” He terms the
time and resources spent in this area “a lot of wasted motion.”

• Skillman concludes that the Department of Commerce (DOC)
regionalization plan gave some people, particularly in outlying
communities, hope for change. The fact that decisions are
not made at the regional levels diminishes the effectiveness,
she says.

Skillman does offer plaudits to the many state employees she
has encountered who share information and deliver suggestions
for “ways to improve within their agency.”

On the same day Skillman was announced as his running
mate, Daniels brought Fort Wayne businesswoman Pat Miller
(co-founder of Vera Bradley) onto his team for a new position
as Secretary of Commerce. The still-developing Indiana Economic
Development Corporation – intended as a public-private
partnership to govern economic development beginning July 1,

2005 – would serve as a framework with Miller leading the way.

Financial change
Reform and implementation of new initiatives will

have difficulty getting off the ground until the state’s fiscal
situation is resolved. A budget deficit of more than $800
million, not including late payments to schools and deferred
pension outlays, looms large.

The fact that state spending has been growing at twice
the rate of inflation means a little housekeeping must take
place, according to Daniels. “When one side stays in
power for a very long time, like 16 years, some things take
on a life of their own. They grow their own momentum
and might not be as closely scrutinized.”

Under the Daniels plan, Skillman will have major
responsibilities in forming the administration’s legislative
agenda and strategy. She believes her Senate colleagues, as
well as House lawmakers, are ready to alter the status quo.

“Many of our proposed reforms will require statutory
change,” she declares. “I can’t believe that even one of the

14 BizVoice/Indiana Chamber – September/October 22004

Mitch Daniels vows that, if elected, his administration will increase the pace at
which government operates.

Talking shop at Martin Marietta Aggregates in Carmel.
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150 legislators believes we can continue down the same path. Extraordinary times call for
extraordinary measures.”

Some reforms can take place to help boost that financial status. Skillman cites the inefficiency
of workforce training programs currently taking place in three different agencies (Department of
Workforce Development, Family and Social Services Administration and DOC). Evaluation and
consolidation is needed, she says.

Expanding broadband capabilities is an area of national focus, with President Bush establishing
a 2007 timeframe for universal access. Despite what Daniels calls one of the better infrastructure
backbones, he claims the states lags behind in actual connections, with Skillman noting that no
plan is in place to expand access and availability.

“Government should lead, in part, by getting out of the way. Regulation, or
the threat of it, has retarded progress,” Daniels asserts.

The Chamber released the Indiana Project for Efficient Local Government study
earlier this year. Where does local government efficiency fit into the list of priorities?

“This is not something new,” Skillman points out. “As early as 60 years ago,
government was looking at this issue.”

Adds Daniels, “Short term, government should be an enabler, not an
impediment to economic growth. Long term, the structure of local government
should be approached methodically. The state should encourage locally led
modernization. The state should take a general posture of encouragement of
locally designed initiatives.”

Business partnership
Daniels and Skillman pledge to continue to work closely with the business

community, as they have done in previous public and private sector positions.
They say the facts dictate that they earn business support at the polls on November 2.

“Because results matter and the results are not acceptable for the last few
years. Neither is the quality of state government. Neither is the fiscal condition
of state government,” Daniels states. “Maybe the state needs someone who comes
from a business person’s perspective. I’m not a novice at government, but I am a
businessperson foremost.

“I have nothing harsh to say about the people there, but maybe their skill sets are not so
well matched to the problems of today. If Indiana hires us, we’re going to act. We’re going to
move. We’re going to take a few risks. Just as in business, not every single move will work. But
most will.”

I N F O R M A T I O N  L I N K

Resource: Daniels-Skillman campaign at www.mymanmitch.com

Daniels was a member of the
Indiana Chamber's board of
directors during his tenure at
Eli Lilly and Company.

Visits to Beck's Superior Hybrids in Atlanta, Indiana, and U.S. Steel Gary Works.




