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U.S. POLICY FOR ECONOMIC DEVELOPMENT IN DISTRESSED AREAS

INTRODUCTION

Purpose

‘The intentions of this report are to investigate the legislative back-
ground of the Economic Development Administration and the regional commissions,
and discuss their programs for ald to distressed areas. The report will explain
and discuss the "growth center" strategy and the "worst first" strategy, two
of the more controversial policies of the program. It will also contemplate
some of the more recent developments, such as the President's reorganization
proposals and the Rural Development Act of 1972. Observations and opinions
offered are primarily those of academicians and practitioners., Personal
recommendations snd judgments are introduced where they differ from .those of

other authors or where they further explicate an author's presentation.

Method and Scope of the Inguiry

Research conducted in preparation for this report consisted primarily of
readings from books and periodicals dealing with the subject, plus interviews
with persons familiar with the subject. U.S. Government publications were
also consulted in order to provide the most current data and the most recent
programs and strategies. As extensive as the research was, some relevant

articles may have been omitted, due to the large volume of material available

on the subject.



THE ECONOMIC DEVELOPMENT ADMI NISTRATION

Since its inception in 1965, the Economic Development Administration has
recognized as its mission "the task of enhancing the national economy by assist-
ing areas of substantial and persistent unemployment and underemployment to
achieve lasting economic improvement {hrough the establishment of stable,
diversified, and strengthened local economies."! The methods chosen to fulfill
this mission have been surrounded by controversy. Being located in the Depart-
ment of Commerce, the EDA programs have concentrated on public works projects
and technical and financial assistance to businesses in eligible redevelopment
areas of the United States. Local planning has become increasingly important
in the development process. Conforming to the legislation, the agency's motives
have been to "enable areas to help themselves establish stable and diversified
local economies through the creation of long-term employment opportunities.

Its underlying philosophy is that long-term employment ¢an best be created
by encouraging private businessmen to establish businesses or to expand existing

. . . 2
businesses in distressed areas."

Goals and Objectives

The EDA has developed five target goals by which the success of its pro-
gram may be measured:

1. To reduce unemployment and underemploymént in certain
designated and qualified regions, counties and communities
to a level commensurate with the levels prevailing in the
national economy.

1 U.S., Economic Development Administration, EDA Handbook (Washington,
D.C.: U.S. Government Printing Office, 1968), p. 2.

2 1pid., p. 1.



2. To improve economic development planning, coordinating and
implementing capabilities at all levels.

3. To provide a basis for improved coordination and continuity
for Federal, State and local activities, and for more
efficient utilization of all resources.

4, To provide a basis for rapid, effective and efficient
expansion of Federal, State and local expenditures to pro-
mote economic development.

5. To develop slternatives to present pgtterns of migration
of the unemployed and underemployed.

Section two of the Act states that another goal is to minimize unemploy-
ment in the designated areas of low income within the constraints of fixed
Federal funding and avoidance of sponsoring activities which diminish employ-
ment or earnings opportunities in other regions.

Even though the core objective of EDA has been to revitalize certain
decision-making locations which would stagnate without some assistance, the
legislation left open the critical question of whether this was to pe pursued
primarily as an economic, a social welfare, or a political objective.4 The
whole thrust of the Act, however, seems to imply that a solution for the
distressed area problem can be initiated by a marginal redistribution of new
economic activity from the prosperous areas to the distressed areas and by
encouraging indigenoug activity within the distressed areas. It appears that
the policy objectives have been primarily economic in that the initial use of
subsidies has been expected to raise national output. Not only the subsidies,
but the loans and technical assistance projects have been expecied to achieve

a greater national product for the country.

3
Ibid., p. 2.

4 Gordon C. Cameron, Regional Economic Development: The Federal Role
(Baltimore, Maryland: The Johns Hopkins Press, 1970}, p. 62.




Early Legislation: 1933-1949

Much of the support for early legislation dealing with the regional approach
to redeveloping distressed areas resulted from the immense problems of poverty
and deprivation created during the Great Depression of the 1930's. The Great
Depression led to extensive internal migration within the Uﬁited States. Large
pockets of poverty, mostly in rural areas, remained in the Southeast and Great
Plains sections of the country. The New Deal legislation created the need for
a regional approach to manage those large-scale operations it had produced.
Typical was the Tennessee Valley Authority, created in 1933. It was the first
truly comprehensive multistate regional authority. The National Planning Board
came into existence in 1934, It encouraged the creation of planning agencies
in nearly every State as well as two multi-state regional planning agencies in
New England and the Pacific Northwest.

The Natural Resources Board was created in 1935, and used regional planning
centers to frame development plans for various regions in the country. The
NRB even suggested specific types of regional mechanisms to implement these
regional plans.5

Concern over spatial characteristics of the unemployed and underemployed
began shortly after World War II when the continued rise of unemployment in
some areas prompted proposal of the Economic Expansion Act of 1949 to help
retain and relocate unemployed workers and té promote preferential policies and
other assistance for distressed areas.6 This legislation was the first to
incorporate the goals of reducing unemplo?mént and economic development on a

regional basis.

5 U.Se, Advisory Commission on Intergovernment Relations, Multistate Reaion-
alism (Washington, D.C.: U.S. Government Printing Office, 1972), p. 6.

6 Lloyd Rodwin, Nations and Cities: A Compsrison of Strategies for Urban
Growth (Boston: Houghton Mifflin Company, 1970}, p. 222.




The Area Redevelopment Act of 1961

The Area Redevelopment Act of 1961 authorized the Area Redevelopment
Administration. The earliest version of this bill, sponsored by the Eisenhower
administration, was originally submitted to Congress in 1956.7 The effective=~
ness of the ARA program; howevef; was limited in terms of both geographic and
program considerations. Its geographic reach was limited because of the
tendency to deal with counties on an individual basis, and comprehensive long
term planning Qas frequently precluded because of the tendency to emphasize the
immediate effects of specific projects.8

It soon became apparent that this essentially experimental program of
Federal assistance to distressed areas was producing only modest results. Niles
Hansen cites four major deéeficiencies of the program. "First, its county-by-
county approach resulted in excessive fragmentation. By focusing on a narrowlng
economic base, insufficient attention was given to the concentrated development
of centers with significant growth potential. Second, the business loan com-
ponent of the progrem provided inadequate incentives for the establishment of
new job-creating industries. Third, funds were too limited to enable depressed
communities to improve their infrastructures to a point where they would repre-
sent external economies sufficient to stimulate private investment. Finally,
too much attention was given to specific projects to the neglect of long-run

development planning."9

7 James L. Sundquist, Making Federalism Work (Washingtoﬁ, D.C.: The
Brookings Institution, 1969), p. 146.

8 Niles M. Hansen, Rural Poverty and the Urban Crisis (Bloomlngton,
Indiana: Indiana University Press, 1970), p. 154.

9
Ibid-, pp- 138-9-



The Death of the Area Redevelopment Administration: 1963-1965

The Area Redevelopment Act was due to expire in 1965. In early 1963, the
Kennedy administration introduced a resolution, HR 4996, into the House, seeking
authorizations for business loans, public works loans and grants, and technical
assistance. In May of that year the House Banking and Currency Committee
approved the measure and reported it out by a large majority. However, in
June the bill was narrowly defeated by a five-vote margin on the floor of the
House by a coalition of southern Democrats and Republicans who zlleged that
inefficient program administration had resulted not only in considerable waste
in particular projects, but also in a failure to use appropriated funds fully
so that the basic conditions of the distressed areas remained unchanged. A
slightly modified version of the bill was introduced in the Senate, and was
passed on June 26, 1963. By August of that year, the House Banking and Currency
Committee acted on the bill and reported it out. However, the House Democratic
leadership did not wish it voted upon, since they expected defeat once again.lo

Congress adjourned without takiﬁg action, thus depriving the agency of
public facility grant funds during the 1964 and 1965 fiscal years. The apparent

difficulty in galning House support for the bill was due to mistrust of ARA top-

level personnel and the relatively inefficient projects of the past.

The Public Works and Economic Development Act of 1965

The Public Works and Economic Development Act, passed in August of 1965,
was a new version of the original bill. The solution adopted was the develop-
ment district approach, which was seen as the context for area-wide planning,

under the guidance of a professional planning staff. The long-term goal of

10 Cameron, op. cit., p. 68.



the legislation was concentration of investment, population and other ac-
tivities in specified growth centers located within or near redevelopment
areas.

The statéd purpose of thé Act was to help areas and regions of substantial
and persistent unemployment and underemployment to take effective steps in
planning and financing their public works and economic development. Further-
more, it was to lead to the provision of new employment opportunities by
developing and expanding new‘and existing public works and other facilities and

resources, rather than by merely transferring jobs from one area of the United

States to another.

The Role of the Economic Development Administration

The results of the ARA assistance programs had demonstrated that Federal
aid could be employed to affect economic visbility in lagging areas. In the
EDA programs, the Federal role generally has been to provide advice on redevelop;
ment planning and to advance "seed cépital". The EDA assumed responsibility for
setting the development target, and committed its resources towards this end.

In other words, the EDA set the criteria and the goals from a national stand-
point. The local citizens were responsible for implementing the program. The
Federal involvement in redevelopment was justified on the grounds that some
states and many smaller areas would fail to exploit their opportunities suc-
cessfully withput Federal assistance.

Unfortunately, the role of EDA in coordinating activities of other Federal
agencies was not made clear in the legislation. This omission probably meant
that EDA was not intended to be a coordinator of the Federal strategy in re-
developing distressed areas, although other agencies weré not assigned this

task either. Coordination of all Federal activities in distressed areas has



been'a definite problem, but it has abated to some degree in recent years

by the establishment of review requirements by State and Federal personnel
under the mandates of OMB Circular A-95, issued in July, 1969. One of the
purposes of OMB Circular A-95, as revised February 9, 1971, was to encourage

the establishment of a network of State, regional, and metropolitan planning

and development clearinghouses. Over 100 Federal programs, including those

of the EDA, are covered by the Circular. All Federal programs designated in

the Circular must pass through the appropriate state, regional or metropolitan
clearinghouse for their recommendations before the funding agency may act on a
request for funds. In this way, it is intended to reduce duplication in Federal

program appropriations and promote intergovernmental cooperation.



EDA PROGRAMS

The EDA programs are designed to fulfill the goals and objectives of the
agency. The basic tools of implementation provided for in the Public Works
and Economic Development Act of 1965 were substantially the same as those
provided in the ARA legislation. EDA funds approved for community, county, and
multicounty projects generally fit into one of three categories:

1. Public works grants and loans

2. Business loans and Working Capital guarantees

3. Technical assistance and planning grants.

Public Works Grants and Loans

~ Public works grants and loans were continued from the ARA legislation
as a means of improving the social and economic overhead of communities and
regions, Obligations for public works projects have been a major portion
of the EDA budget, never falling below 60 percent of total obligated outlays
during any fiscal year since the agency began operating.

Title I of the Act authorizes up to $500 million for public works grants
(recently raised to $800 million for fiscal years 1972 and 1973). Title II
authorizes an additional $170 million in appropriations for public works and
development facility loans, business loans, and working capital guarantees.
The purpose of these funds is to enable an area to construct public facilities
and provide baéic ser#ices to economic growth and "“total" community development.
Examples of public works projects include such basic infrastructﬁre items as
water and sewer systéms, industrial and commercial provisions, health centers,
and transportation systems. During fiscal year 1971, EDA approved nearly $160

million in grants and loans for 276 public works projects. The national budget
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estimates show estimated expenditures of $160 million in fiscal year 1973
under these provisions.
A recent study of 125 EDA publié works projects revealed the following:

1. The EDA investment per job rapidly decreased as the number
of years the project was completed increased.

2. The EDA public works program has been, in general, successful
in terms of process, job, structural and service impacts.

3. The economic development process has been significantly im-
proved in many communities.

4, The average EDA investment pér job was $2,341,

5. The service impacts of EDA projects were high for water
and sewer projects.

6. EDA's job impacts in cities with populaticns under 1,000
and over 10,000 were substantially lower in terms of EDA
investment per job than in other cities.

7. As the EDA project cost increased, the EDA investment per
direct job increased.

Mississippi received by far the greatest amount of funds for public works
grants in fiscal 1971, with $14.7 million being spent on 23 projects. Funds
appropriated for public works grants and loans have totaled nearly $1.1 billion
since the program began. This smount represents 75% of all EDA obligated
project expenditures. States receiving the greatest amount of funds for public
works grants and loans have been California ($87.8 million), Kentucky ($74.4-

million), Mississippi ($61.4 million), end West Virginia ($50.9 million).

1 . - . ;
. U.5., Economic Development Administration, Public Works Program:

An Evaluation, Vol. 1 (Washington, D.C.: U.S. Government Printing Office,
1970), pp. 1-2.
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Business Loans and Working Capital Guarantees

The purpose of the business loans and working capital guarantees is to
help businessmen establish or expand industrial and commercial facilities and
generate new jobs. Title II of the Act provides that loans and guarantees
under this program and loans for public works may not exceed $170 million
fiscally. '

Nearly $50 million was approved for 39 business loans and associated
working capital guarantees in fiscal 1971. Approximately $286 million have been
appropriated for 302 projects over the six-year history of the program. New
York received $24.4 million of these funds since its inception, with $16 million
going to business development loans. The State of Georgia has received a total
of $23.1 million, all of it going for business development loans.

The agency is authorized to guarantee loans for working capital made to
private borrowers by private lending institutions in connection with projects
in redevelopment areas. No such guarantee may at any time exceed 90 percent
of the amount of the outstanding unpaid balance of the loan. Working capital
is defined as the excess of current assets (cash, accounts receivable, notes
receivable, etc.) over current liabilities (notes payable, accounts payable,
taxes payable, salaries payable, interest payable, etc.). The agency has
obligated just over $23 million for working capital guarantees since the pro-
gram began. However, only $225,000 was approprigted for guarantees in fiscal

year 19713 all funds being spent in the State of Washington.

Technical Assistance and Planning Grants

Title III of the original 1965 Act authorized appropriations up to $25
million annually for technical assistance, research and information, including

planning. This amount was increased to $50 million for fiscal years 1970 to
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1973. During fiscal year 1970 approximétely $22.6 million was obligated to
technical assistance and planning grants. The total amount of technical as~-
sistance funds approved for fiscal year 1971 was about $12.4 million, and
$6.2 million was funded for planning grants. The number of projects approved
totaled 262 technical assistance grants and 143 planning grants.

Research has shown that the greatest amount of deprivation exists in
nonmetropelitan areas. A majority of EDA qualified areas consist of non~
metropolitan counties. However, a recent study by the Economic Development
Division of the United States Department of Agriculture asserts that: "Federal
spending on human resources development programs such as education, health,
welfare, vocational rehabilitation, manpower training and development, dis-
proportionately favors metropolitan counties over nonmetropolitan areas.“12
The report further states that manpower training and development expenditures
per capita are three times greater in metropolitan counties than in nonmetro-
politan ones.l3

Some controversy has mounted over the apparent emphasis in EDA programs on
public works projects (75 percent of expenditures) as opposed to such human
development projects as those concerning technical assistance, research, and
planning (six percent of obligated funds). It appears that the basic assumption
of EDA legislation was that people primarily needed improved public works
facilities. However, there is now a greater”awareness that the greatest relative

need of residents of distressed areas may be more investment in human resources

12 y.s., Senate, Committee on Government Operations, Revitalization of
Rural and Other Economically Distressed Areas, Hearings before the Committee
on Government Operations, Senate, on S. 10, 924 Cong., 1st sess., 1971, Part 3,

p- v'
13 1114,

———
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and expanded manpower programs. The technical assistance, research, and planning

programs of EDA can provide guidance in this area.

Program Implementation

The EDA development process is founded on four principles:

1. The initiative and the requests for assistance must
originate locally.

2. Full cooperation between the public sector and private
enterprise.

3. Planning - the identification of specific goals, and
of the preferred meais of achieving those goals.

4., Maximum coordination of all Federal, State, and local
programs. 14

During the early years of the agency, priority was given to a) selection
of qualified individuals to assume responsibilities in the new agency, b) the
creation of a complex administrative system, and ¢) the initiation and processing
of thousands of project applications. Today, the system consists of 108 dis-
tricts and 212 growth centers located in 38 states. As of July 1, 1971 there
were 1,214 redevelopment areas, mostly counties, qualified for EDA programs.
During fiscal year 1971, 720 projects were funded, and the total expenditures
were just over $228 million. This is less than .1 percent of all U.S. outlays
for fiscal year 1971.

Expenditures per state in fiscal year 1971 ranged from only $6,000 in
Wyoming to more than $17 million in Washington State. A summary of EDA
cbligated projects, b? State, are presented in Table 1. The States receiving
the greatest amount of funds since the agency's inception are California ($109

million), Kentucky {$82 million}, Mjssissippi ($79 million), Georgia ($65 million)

14 EDA Handbook, op. cit., pp. 2-3.
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and West Virginia ($58 million). States receiving the least amount of funds
are Wyoming ($621,000), Towa ($808,000) and Hawaii ($976,000).

When per capita income in each State is compared to cumulative per capita
expenditures, four States appear to have received more EDA expenditures than
would seem equitable (see Table 1). These four States are Alaska, District
of Columbia, Rhode Island, and Washington. The most favorably treated State
has been Alaska, where $74.44 per capitaz in EDA funds has been spent in aVState
ranking fifth in per capita income. States receiving considerably less in EDA
funds than their per capita income would indicate they should receive are
Alabama, Florida, Iowa, South Dakota, Virginia, and Wyoming. Iowa has been
the least favored of all States; receiving only 28 cents per capita in EDA funds,
while ranking 26th in per capita income. However, the discrepancies in EDA
allocations are nesrly as great in Alabama, Florida, and Wyoming. Alabama,
while ranking 49th in per capita income, received only $10.29 per capita in EDA
funds. The questions arise as #o the equity of EDA's policies for selecting re-

development areas, and funding the pfojects in them after they have been selected.
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ELIGIBLE AREAS

Three categories of areas eligible for EDA assistance are:

1. Redevelopment areas - primarily individual counties
meeting EDA criteria for assistance.

2. Economic Development Districts - multicounty districts
containing at least two EDA redevelopment areas with
an urban center of less than 250,000 people.

3. Special impact areas - areas with depressed economic

and social conditions, and heavy concentrations of low-
income persons.

Redevelopment Areas

The EDA Annual Report - Fiscal 1971 shows 1,214 redevelopment areas

qualified for EDA programs. This amount represents nearly 40 percent of all
counties in the United States. A redevelopment area may be an inéividual

county, labor area, municipality of not less than 250,000 inhabitants, Indian
reservation, or a special area bf unusual or abrupt rise in unemployment that

~ meets the requirements for designation under section 401 of the Public Works

and Economic Development Act of 1965. Exceptions include: 1) New England labor
areas, which may involve part of a single county or more than one county; 2) major

cities or parts of major cities; and 3) Indian reservations.15 As of July 1,

1970, only 975 redevelopment areas were eligible for assistance. This repre-

sents a nearly 25 percent increase in eligible areas during fiscal year 1971.

(See Fig. 1.)

Qualification criteris are rather complicated, but may be stated in more

general terms. Any one of the following criteria will determine whether

15 y.s., Economic Development Administration, Annual Report - Fiscal 1971
(Washington, D.C.: U.S. Government Printing Office, 1971), p. 4.
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designation is applicable:

Unemployment. Unemployment of six percent or more of the work force, in

the most recent available calendar year, and an annual average rate of un-
employment of at least 1) 50 percent above the national average for three of
the preceding four calendar years, or 2) 75 percent above the national average
for two of the preceding three calendar years, or 3) 100 percent above the
national average for one of the preceding two calendar years.

Population Loss. Loss of 25 percent or more between the latest and the

previous census, together with median family income between 40 and 50 percent
of the national median.

Incoﬁe. Median family income of less than 40 percent of the national
median.

Indian Reservations. Federal or State reservations recommended by the

Bureau of Indian Affairs or the appropriate State agency.

Sudden Rise in Unemployment. Unemployment excCeeds or is expected to ex-

ceed the national average by 50 percent because of the closing of a major
source of work.

Other Criteria., Where a State does not have any area that qualifies under

the conditions of unemployment, low income, or population loss as épecified in
the preceding paragraphs, those areas in the State which most nearly meet the
criteria are qualified.

In addition, specified Labor Areas with annual average unemployment of
six percent or more during the preceding calendar year may qualify. Known as
Title I areas, they qualify only for grants of up to 50 percent for public works
and development facilities.

As may be seen, criteria for qualification as a redevelopment area are

precise but quite inclusive. The large.number of qualifying criteria may
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provide the opportunity for loopholes to appear in determining eligible

areas.

Economic Development Districts

Part B of Title IV of the Act suthorizes the designation of Economic
Development Districts. The function of EDDs has been to serve as the basic
unit for planning the growth of a lagging area within a state., Like the re-
development area, it is responsible for preparing an Overall Economic Develop-
ment Plan and it can obtain financial assistance from EDA for planning,
organization, and staff. Each EDD has to include at least two redevelopment

areas and an urban center of less than 250,000 people.l6

The basic strategy has
been that small communities working together, rather than competing with each
other, can achieve growth. Additionally, this process is expectied to en-
courage local elected officials and civic and business leaders in neighboring
counties to "plan and act together to overcome economic and social problems."17
(See Fig. 2.)

Under current legislation, redevelopment areas are encouraged to join in
a district by the offer of a "bonus" grant. Areas which commit themselves to
the district actually can receive the highest available ratio of grants to total
cost of any given public works project. Such an approach encourages the formation
of local planning organizations at a time when the main thrust of activity should

be to develop the planning capability of the devélopment district planners.18

16 Rodwin, op. cit., p. 229.

17 Annual Report - Fiscal 1971, op. cit., p. 5.

18 Cameron; op. cit., p. 108.
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Special Impact Areas

In fiscal year 1970, Congress authorized the designation of special impact
areas, urban and rural, "to enable EDA to participate with other Federal
agencies in programs to relieve depressed economic and social conditions in
areas with heavy concentrations of low-income persons. Special impact areas
are not required to have geographic or political boundaries.“19

The designation of special impact areas has given many cities an opppor-
tunity to participate in EDA programs. Major cities where EDA projects are
being conducted include Cleveland, Newark, Oakland, Providence, Seattle,
Wichita, Tacoma, and Washington, D.C. Parts of four cities are eligible: the
Brooklyn Navy Yard area and the lower east side of Manhattan, the Stockyards
area and the west side of Chicago; the Omaha stockyards area; and south-central

Los Angeles, which includes Watts.20

19 U«S., Economic Development Administration, Annual Report - Fiscal 1970
(Washington, D.C.: U.S. Government Printing Office, 1970), p. 9.

20 Annusl Report - Fiscsl 1971, op. cit., p. 4.
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THE REGIONAL COMMISSIONS

Title V of the 1965 Act suthorizes the Secretary of Commerce to designate
milti-state economic development regions. Thus far, seven such regions have
been designated, excluding the more autonomous Appachalachia Regional Commission.
The basic goal of each commission has‘been to bolster the economy of a region
through comprehensive, long-range planning and the coordination of available
resources through intergovernmental cooperation on the local, State and Federal
1evels.21 Altogether, the Title V commissions represent all or parts of 37
States with a total population of about 28 million people. All but two of the
regional commissions were created within a short period of time during 1966 and
1967 in accordance with provisions of the 1965 Act. The titles of each com-
mission and the states represented by them are as follows (see Fig. 3):

1. Coastal Plains Regional Commission - portions of three States:
North Carolina, South Caroclina, and Georgia.

2. New England Regional Commission - the entire area encompassing
the States of Maine, Vermont, New Hampshire, Massachusetts,
Rhode Island, and Connecticut.

3. Four Corners Regional Commission ~ portions of four States:
Arizona, Colorado, New Mexico, and Utah.

4, Upper Great Lakes Regional Commission - portions of three
States: Michigan, Minnesota, and Wisconsin,

5. Ozarks Regional Commission - a portion of the State of
Kansas (soon to be admitted wholly), plus all parts of
four other States: Arkansas, Louisiana, Missouri, and
Okl ahoma.

6. Old West Reglonal Commission - all ares within five States:
Montana, Nebraska, North Dskota, South Daskota, and Wyoming.

7. Pacific Northwest Regional Commission - all area within
three States: Idaho, Oregon, and Washington.

21 Annual Report ~ Fiscal 1970, op. cit., p. 34,
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The two most recently designated multi-state regions are the 0ld West
and Pacific Northwest Regional Commissions. The Old West Regional Commission
was added in January, 1972. The most recently formed commission, Pacific
Northwest, was formed in July of 1972.

Cameron identifies regional economic planning as "a continuing process, oper-
ating over a designated space."22 Th?ee distinct, though interrelated component
activities, are important parts of this process. The first activity is sur-

veillance and diagnosis, a process which includes the monitoring of current

economic performance, the quantification of future demands and supplies of
human, natural and man-made factors of production, and the prediction of how
and where Qeaknesses in the regional economy may be expected given the growth
path of the national economy. The second part of the economic planning process

includes the explicit selection of social and economic goals. These goals may

be quantified or left as general unweighted objectives; may be extensive and
related to a preferred spatial distribution of population and economic activity
or narrowly confined to particular areas or sectors of activity; and finally
may be drawn up in terms of a given time period or once again left imprecise.

The final component involves the adoption of a range of public policies

and activities believed necessary to achieve the selected goals.

A useful role for multi-state planning commissions should basically be
that of advisory units serving the individual states ﬁith problems of con-
centrated spatial distress, and for Federal agencies put to the task of allevi-
ating such distress. A recent discussion with an executive of an EDD suggests
that the advisory role of the regional commissions is preferred from the stand-

point of the redevelopment areas and development districts as well.

22 Cameron, op. cit.; p. 112.
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Commission Organization and Staffing

The commissions meet reqularly on a quarterly basis. The governors of
each State serve as members of the commission, and attend meetings personally
as a general rule.23 The legal requirement of an affirmative vote by an
appointed Federal co-chairman on all commission decisions is recognized by
State members as a veto power, although actual use of the veto power is rare.
The role of the Federal co-chairman is somewhat ambiguous with respect to his
source of authority and his function within the commission. The Federal co-
chairman functions both as an officer of the Federal government and as a member
of the commission. "He reviews and ultimately approves staff operations, yet
he neither supervises directly, nor is a part of the staff process and
structure."24

A State co-chairman office is rotated among the -governors. An executive
committee generaily composed of the Federal co~chairman, the State co-chairman,
and the staff director, as a nonvoting member, supervises and monitors staff
operations. A varying amount of the active operational authority is also
delegated to the executive committee.

One of the major discrepancies between the support provided the Appalachian
Regional Commission, which was created under separate legislation, and the
Title V commissions may be witnessed by the size of the staffs. ARC's staff
has averaged approximately 100 in recent years, while the total for all the
Title V commissions (five at the time of the survey) has been about 90. In most

25

¢ ases the Federal co-chairman has a small, separate staff. Authorized staff

23 Multistate Regionalism, op. cit., p. D3.

%% Ipid., p. 54.

Ibid., pl 203-
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strength among the commissions ranges from 20 to 36, not including an authorized
staff of eight for each Federal co-chairman's office. However, none of the

region}l commissions have staffed all authorized positions.

Commission Funding

Total expenditures for Title V commissions for the period 1967-1970 were
$101.5 million. Expenditures for supplemental grants represented 59 percent,
and funds for planning and technical assistance grants accounted for 27 percent
pf the total amount. "Overall expenditures are equivalent to a cumulative per

capita amount of $7.77."26

By contrast, Federal funds for all ARC programs in
the same period amounted to $1,354 million, or $75.22 per capita for the 18
million residents in the ARC program. The Federal budget has authorized ex-
penditures of $305 million for Title V projects and administration for fiscal
year 1973,

Since 1970, the budget and appropriations for the Title V commissions have

been maintained separately under the general supervision of the Office of Regional
Coordination in the Department of Commerce. Prior to this date the commissions
were, iﬁ effect; subordinate to EDA in the control of their funding and program
development. However, funding for the Title V commissions still remains meager
when compared to those of the ARC,

Another important factor to note is that the Title V commissions represent
only a part of the total effort to stimulate economic growth and development.
The EDA has a comparatively broader authority to assist development in eligible
areas throughout the nation. There exists no clear operating relationship

between the commissions and EDA in the planning and supervision of expenditures.

26 Thid., b 57
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In fact, indications are that EDA and Title V funds often work against each

other in the pursuit of different, if not opposing, economic goals.27

Regional Planning

Section 503 of the Public Works and Economic Development Act of 1965
requires that each commission initiate and coordinate the preparation of a
long-range overall economic development program, including the development of
a comprehensive long-range economic plan approved by the Secretary of Commerce.
The term "comprehensive long-range economic plan" contains two elements worthy
of further discussion.

The term "comprehensive" indicates that the plan is expected to encompass
all aspects of regional growth and change, while the term "economic" suggests
that the plan omitt social and cultural aspects of the region. A recent report
by the Advisory Commission on Intergovernmental Relations testifies to this
partisan approach to preparing a regional plan when it reports that "all plans
reflect a substantive effort to deal directly with the problem of underdevelop-
ment as a regional economic phenomenon."28 However, most plans prepared by the
staff of the commissiqn have included a heavy emphasis on vocational education
as a means of upgrading the skills of the region's labor force, thereby ex-
panding job opportunities as an alternative to Outmigration.29 The only con-
clusion that can be reached is that the language of the 1965 legislation com-

mitted the regional commissions to a philosophy based on the need for capital

investment in distressed areas. The fact that investment in human resources has

27 Tpid., p. 58.

28 1pid., p. 55.

29 1bid., p. 56.



been emphasized so heavily in the comprehensive plans is an indication that the
regional commissions have discovered that human resource development is more

important than originally anticipated.



The first of these concepts will be discussed in this section.

growth centers based on three criteria:

THE GROWTH CENTER STRATEGY

Two of the more controversial concepts used by the EDA and the regional

commissions are the "growth center" strategy and the "worst first" strategy.

reveals that opinions vary considerabiy as to its usefulness and credibility.

The "growth center” concept has been described as follows:

"Put simply, the growth center approach represents an
attempt to simulate the growth characteristics of prosperous
centers in fast-growing regions with the overall objectives
of attracting exogenous capital, of encouraging local product
and production innovation, and ultimately of spreading economic
improvements to the non-growth center parts of the region. In
time, this combination of major public investment and effort
for selected locations should, it is claimed, result in an
alleviation of the regional balance-of-payments disequilibrium.
It should also help in the process of substituting intra-
regional movements of capital and labor which presently denude
the lagging region of critical resources.”

The 1965 legislation authorizes the Secretary of Commerce to designate

-~

1. The proposed center has been identified and included in an
approved district overall economic development program and
recommended by the State or States affected for such special
designation. ,

2. The proposed center is geographically and economically so
related to the economic development district that its
economic growth may reasonably be expected to contribute
significantly to the alleviation of distress in the re-
development areas of the district.

3. The proposed center does not have a population in excess
of 250,000 according to the last preceding Federal census.

As of July 1, 1971, EDA had designated 212 growth centérs in 38 states.

Thirty-six of these growth centers were designated during fiscal year 1971.

0 Cameron; op. cit., p. 38,

‘The literature

Over
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$40 million, 17.5¥ of total obligations, waé allocated to public works projects
and business loans in designated growth centers during fiscal year 1971. These
figures, when analyzed in relation to the small proportion of popul ation repre-
sented by the growth centers, demonstrate the committment of EDA to the growth
center approach for redevelopment of distressed areas.

Suspicion as to the effectiveness of a growth centers strategy has been
voiced by several authors. John Friedmann recently remarked as to the feasibility
of the growth center strategy as follows:

"As attractive as a growth centers policy might seem

in the abstract, it is extremely improbable that it can be

carried through to the extent of shifting the overall balance

of urban growth in the United States."3l
He believes that the settlement patterns in the United States mandates that a
majority of the population growth in the next few decades be absorbed by the
majar metropolitan areas.

Gordon Cameron éxpresses "considerable doubt over the proven as distinct
from the alleged socio-economic benefits of a growth center policy. Furthermore,
little is known of how a growth center policy strategy should be integrated inio

" 1 32
an overall framework for particular distressed regions and subregions.”

The National Urban Coalition, in their recent book, Counterbudget, gave

the following testimony in favor of greater Federal support for growth centers:

"Rural economic development is particularly important.
Wisely spent federal funds can revitalize the economy in rural
growth centers and move the rural sector toward self-sustaining
prosperity. Intelligently planned development can 'pull' excess
human resources away from the farm sector and help to create the
nearly two million new jobs needed in rural areas (by 1976).
Indeed, federal support of growth centers, through the Economic

31 John Friedmann, "The Feasibility of a National Settlement Policy",
Growth and Change, Vol. 2, No. 2 {April, 1971), p. 21.

32

Cameron, op. cit., p. 39.
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Development Administration, is proving to be an effective way

to help stem the flow of jobless rural residents to large metro-
politan areas burdened with staggering economic and social pro-
blems. But, if this strategy is to be effective on the scale
required, increased funding is essential."33

Optimal Size Controversy

One of the difficulties in implementing a g&owth center strategy is the
proper selection of the centers. Considerable controversy exists over the
optimal size for growth centers. A review of the literature reveals a range
of optimal sizes from 30,000 to 750,000 population. An Italian study which re-
lates city size to per capita costs of providing a standard of infrastructure
assets has indicated that cities in the range of 30,000 to 250,000 realize the

34 pnother significant finding is that the projected

lowest per capita costs.
employment growth rate varies according to the size of the county, with the
counties under 50;000 and over 500,000 likely to grow notably less rapid than
the counties in the size range between these figures.35

Niles Hansen has done considerable research on this subject. Basing his
study primarily on investigations by Brian J.L. Berry, he suggests the optimal
size growth center should be at least 250,000, with an upper limit of sbout |
750,000. Referring to these cities as intermediate-size cities, he suggests
that this size city be the center of Federal subsidy and investment, based on
efficiency criteria. He comments that the "most efficient use of public funds

would be to encourage the growth of medium-sized cities, especially those that

33 Robert S. Benson and Harold Wolman, ed., Counterbudget (New York:
Praeger Publishers, Inc., 1971), p. 192.

34 Cameron, op. cit., p. 42,

® Ibid., p. 91.
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have already given some real evidence of possessing subsidy, it is easier to
accelerate their growth than it would be to accelerate growth in a lagging
region."36 However, he cushions his argument by advocating public policies to
stem large metropolitan agglomerations to prevent them “from expanding to a

point where they too become over concentrated in terms of social costs and
benefits.">’ The designated EDA growth centers have been much smaller than
Hansen prefers. What is particularly perplexing to Hansen is that the authorized
legislation placed a 250,000 maximum size limitation on growth centers.—JThus,
the EDA growth centers could have been much larger than has actually been the
case.38 Hansen's argument is primarily a short-term, efficiency oriented one.
However, his theory does not hold true when viewed from the long-term equity
position. The idea is much too conservative an approach from the standpoint of
redeveloping distressed areas.

A personal investigation of the growth of cities in Kansas and four sur-
rounding states revealed the most rapidly growing size cities to be between
50,000 and 250,000. This analysis wés based on percentage growth in relation
to size of the city. Although population density was not a factor isolated for
analysis, it did appear to be significant. However, as Hansen himself has
acknowledged, these cities have reached the optimal stage of efficiency. Ac-

cordingly, cities selected for redevelopment centers should be smailer than the

optimal. This argument correlates closely with EDA strategy.39

y , .
Hansen, Rural Poverty and the Urban Crisis, op. cit., p. 300.
37

Ibid.

Niles M. Hansen, "The Problem of Spatial Resource Allocation." Growth
and Change, Vol. 2, No. 2 (April, 1971), p. 24.

39 Sherman L. Karcher, "A Study of Urban Growth Patterns iIn Kansas and
Surrounding States", Unpublished, Kansas State University, 1971.



Popul ation Density as a Factor

Population density as a factor in growth center selection has not often
been considered by academicians debating the issue. Although few studies have
been conducted concerning the relationship between populstion density and
migration; the fact remains that at some point high population concentration
causes a breakdown in the provision of public facilities, incalculable social

costs, and usually outmigration. H. Wentworth Eldredge describes urbanization

as a proéess with four stages: 1) an initial stage of centripetal rural

~

migration to the city; 2) a smaller centrifugal movement to the city fringes;
3) a larger centrifugal movement to suburbia extending urbanism to metropolitan
dimensions; and 4) a slowdown of urban concentration either in reality, or by
statistical quirk; or by the beginnings of the end of the urban-rural dichotomy
into a loose-grained grid of world urbanism.4o Application of his theory to
Kansas and four surrounding states proved to correlate with the stages concept.
By comparing the rates of growth of the central cities of metropolitan areas
with the growth of the suburban areaé, the results indicated that cities over
250,000 tended to begin suffering outmigration, and by the time they had reached
1,000,000 were suffering substantial outmigration. Cities in the 50,000 to
250,000 bracket were growing faster than the suburban area encompassing the .
remainder of the metropolitan area, reflecting centripetal movement from the
rural areas.41 High population density is an important factor from two view
points:

1. High population density in the metropolitan area is a
major factor in central city outmigration.

40 4. Wentworth Eldredge, ed., Taming Megalopolis (Garden City, New York:
Doubleday and Company, Inc., 1967), p. 94.

1 Karcher, op. cit.



2. High population density in areas defined as rural is a
major factor in attracting industry.

Controversy Over the Location of Growth Centers

The 1965 legislation provides that each economic developmentrdistrict may
contain a development center. The dgvelopment center must be an area or city
of sufficient size and potential to foster the economic growth activities
necessary to alleviate the distress of redevelopment areas within the district.
Cities or contiguous groupings of incorporated places located outside the re-
development area may be designated as economic development centers if they'
contain 250,000 persons or less. Cenfers within redevelopment areas have been
termed 'redevelopment centers' and should be distinguished from economic develop-
ment centers:

The significant argument over the location of growth center; has been con-
cerned with whether they should be restricted to the.redevelopment areas, or in
close proximity, or be allowed'{o be at some distance from the lagging area.
Also, the selection of a growth center must be constrained by the degree of
popul ation density in the area, and the proximity of competitive growth centers.
Proposed growth centers located in sparsely settled areas of the Great Plains
will necessarily need to be much smaller than those located in more densely
popul ated regions of the eastern United States. The most efficient migration
centers tend to be outside of lagging areas, but are not large distant cities.42
However, strategies for economic development arelstill in the process of evolution,

and a variety of approaches will be required to meet differing local needs.

2 Niles M. Hansen. "Migration Centers, Growth Centers and the

Regional Commissions," Unpublished, Kansas State University Mimeo (1971),
p. 20.



The Case for the College Town in the Plains States

As previously discussed; the EDA has in recent years designated numerous
growth centers based on the French originated philosophy that by concentrating
investment in a pre-selected "growth pole"; growth will be extended to surrounding
areas as well. The agency looks at various economic factors to justify expendi-
tures to revitalize the economy of the community.

One vital factor omitted in the selection criteria has been the cultural
amenities such as museums, auditoriums, and especially educational facilities.

A personal study of five Plains States revesled that the incidence of z State
supported institution offering programs of studies leading to a bachelor of

arts or bathelor of science degree; requiring at least four but less than six
f;ears to complete, was especially revealing when compared to population growth
in other places. (See Fig. 4.)

By tﬁe end of June; 1971, EDA had designated twenty-one growth centers
located in three of the five States. Only five of the twenty-one growth centers
contained 5accalaureate degree granting institutions. A total of thirty State-
supported baccalaureate degree granting institutions exist outside Standard
Metropolitan Statistical Areas in these five States. {See Fig. 5.)

The study revea1$ these college towns to be the fastest growing towns in
the entire study area. As s group, the college towns gained an average of over
25 percent, nearly 105,000 inhabitaats, during the 1960-1970 decade. The college
towns grew faster than either urban or metropolitan places during the period.
The implications are that EDA and the States must recognize the significance of
educational and other cultural amenities when developing policiéé for directing
investment into cities and towns with the ambition of influencing population
settlement patterns. Another implication is that some States may need to expand

current educational facilities in areas where an attempt is being made to either
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abate rural outmigration or actually induce net inmigration. Particular States
where expanded educational facilities are needed in places far from metropolitan

areas are Colorado, Kensas, and Nebraska.

Recommendations by the Commission on Population Growth and the American Future

On March 25, 1972, the Commission on Population Growth and the American

Future released an advance copy of portions of its report, Population and the

American Future; which is to be released in late 1972. The following recom-

mendation is excerpted from the report:

"To promote the expansion of job opportunities in urban
plates located within or near declining areas and having a
~demonstrated potential for future growth, the Commizgion recom-
mends the development of a growth center strategy.”

In addition, several other relevant comments are worthy of notation:

"In general, migration from declining areas is frequently
ill-directed. It often involves a lengthy move to a distant
city, with all the difficulties of adjustment. A superior
approach may be to create new jobs nearer to or within the
declining rural areas."#4

"The types of growth centers envisioned are expanding
cities in the 25,000 to 350,000 population range whose antici-
pated growth may bring them to 50,000 to 500,000. Somewhat
lower and higher limits should be considered for the sake of
flexibility. Not every rapidly-growing city within this range
should be eligible. Only those cities that could be expected
to benefit a significant number of persons from declining
regions, as well as the unemployed within the center, should
be eligible. Thus, growth centers should be selected on the
basis of commuting and migration data, as well as data on
unemployment and Jjob opportunities, and physical and environ-
mentzl potential for absorbing more growth."42

43 .. . " : 2
2 U.S5., Comnission on Population and the American Future, Population and
the American Future (Washington, D.C.: Commission on Population Growth and the
American Future, 1972), Galley 12-17.

W Ibid., Galley 12-16.

43 1pid., Galley 12-17.
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"Implementation of a growth center program will not be
easy. In recent years, the federal government has pursued,
with only limited success, a growth center strategy through
programs administered by the Economic Development adminis-
tration, the Appalachian Regional Commission, and a number
of other regional commissions. Both economic and political
constraints have seriously hampered program effectiveness.
Further research, substantial increases in funding, and
better focusing of investiment are clearly needed for such a
policy to succeed. Many questions concerning the criteria
for selecting growth centers and the most efficient tools to
stimul ate growth are yet to be answered."

"It will be some time before the effectiveness of a
growth center policy is known. In the meantime, this policy
seems to be a promising way to improve the quality of life
for residents of declining and depressed areas. Moreover,
thie policy can be made consistent with a goal of providing
migrants with alternative destinations to large metropolitan
areas. In doing so, a growth center policy will also help
improve the quality of life in large metropolitan areas by
reducing the migrant-generated pressures on them. "47

Planning Advantages of Growth Centers

One of the primary reasons for the designation of growth centers has been
the advantages to be gained frdm the EDA requirement of having an Overall
Economic Development Plan (OEDP) for each redevelopment area. The introduction
of planning to local economic development was understood to be a distinct ad-
vantage for the designated redevelopment areas. Preparation of an OEDP permits
the formulation of explicit economic activity and population targets for the
center, the specification of future investment strategies, and the identification
of those areas in which future population and activity growth is probzble. A
precise formulation of planning strategies and location of public investments

should permit constant reevaluation of the quality and direction of planning.

6
Ibid., Galley 12-18.

47 :
Ibid.
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The EDA has funded $25.6 million in planning grants since its inception in 1965.
These plans have been primarily aimed at renovating or providing additional public
works.. Although they have not been of a comprehensive nature in fhe sense that

a professional planner would be familiar with, these plans have given a sense of
direction to the communities or areas they serve. The identification of goals

and objectives and setting of target dates for improvements or additions is the

all-important part of the planning process.

Conclusions and Recommendastions

Proponents of the "growth ¢center" strategy have been met with considerable
opposition as to the usefulness and feasibility of the concept. The continu-
ation of a "growth center" strategy must be adaptable to the different regions
of the country according to population density and other characteristics of the
popul ation. Continuation of a "growth center" strategy, most appropriastely aimed
at economically viable cities with 25,000 to 250,000 inhabitants, with the upper
and lower limits representing the 1eést desirable size for concentrating funds
- for economic development, is recommended. The selection of these growth centers
will be dependant upon their past growth performsnce, possibilities for future
growth as judged by their economic basez, and the population density of each city
and the surrounding area. Exceptions fto the minimum size criteria will most
probably need to be relaxed to some degree in the sparsely settled areas of the
northern Plains and Rocky Mountsin regions of the nation. Furthermore, the
cultural amenities of any community mugt be considered when selecting the "growth

center",
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THE “WORST FIRST" STRATEGY

The "worst first" strategy refers to the concept of selecting redevelop-
ment areas for assistance on a priority basis. Those redevelopment areas which
are characterized by the highest unemployment rates or the lowest per capita
family income are the first selected for redevelopment projects. This policy
was devised by EDA on the basis of its experience that areas just meeting, or a
little over, the qualifying level for project assistance also were the most
likely areas to benefit from national economic growth. As reported in the

1971 Manpower Report of the President, there was "the problem of whether funds

should be channeled to the areas with the highest rates of unemployment and
poverty or whether it would be more effective from the standpoint of job
creation to concentrate on growth centers.“48 The following discussion will

consider opposing views of the "worst first" strategy.

Arguments For

Few avthors have found very much favorable to say about the "worst first™
concept. One of the few is Gordon Cameron, who provides the following argument
in favor of the strategy:

"There can be no doubt that the choice of the worst-first
strategy provided the basis for improving the operating efficiency
of the agency in several distinct ways. The single most important
benefit was the selection and explicit acknowledgement of one goal
from among the welter of potential goals suggested by the legis-
lation of 1965. This not only focused the energies of EDA staff
at headquarters and in the field, but assured local planning
agencies in selected areas of continued Federal involvement with
their development problems. Both of these factors permitted the
agency to move from a passive role vis-a-vis a multitude of

48U.S., Department of Labor; Manpower Report of the President, 1971
(Washington, D.C.: U.S. Government Printing Of fice,. 1971), p. 140.
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distressed areas towards an active scrutiny of which EDA
subsidies were relevant aids for the revitalization of
specific communities,"49

He further states that:
"The bulk of EDA activity should be directed to solving
the economic problems of some of the most seriously depressed
local economies in the persistent and substantial unemploy-
ment category, the really low income counties, and the few
areas with very low incomes and serious unemployment,"S0
However, he does admit that obligating funds to asreas with extremely little

chance of successful redevelopment would be a waste of public expenditures.

Arguments Against

According to Lynn Daft, "there is mounting evidence of the general inef-
fectiveness of this approach. The economic and social forces underlying the
areas' depressed conditions often proved to be of far greater strength and
pervasiveness than anticipated."51

Niles Hansen is even more criti;al of the "worst first" approach. He
says that the strategy "runs counter to EDA's own economic deﬁelopment center
" policy. . . (T)he centers are supposed to have high growth potential and would
not be likely to qualify for aid under the worst-first criterion."™?

To summarize, arguments against the "worst first" strategy point out that
areas are chosen for redevelopment that have practically no chance of developing

into viasble economies. What is perhaps advocated by Hansen is a concept that

49 Cameron, op. éit., pp. 101-2.
50 1bid., p. 132.

51 Lynn M. Daft, "Public Policies for Rural America: Legacies or Leading
Edges?" American Journal of Agricultural Economics, Vol. 53, No. 2 (May, 1971),
p. 252.

52

Hansen, Rural Poverty and the Urban Crisis, op. cit., p. 295.




would recognize those areas that cannot be redeveloped, and integrate a strategy

for subsidized outmigration from them.

Efficiency Versus Equity

The conflict over the "worst first" strategy may be reduced to one of
efficiency versus equity criteria. The efficiency adherents base their judg-
ment for qualification on how the project may most efficiéntly be accomplished.
This concept considers the project with the best cost-benefit ratio as the
most qualified.

The equity, or "planned adjustment", adherents visualize that each lagging
commuinity can maintain its level of population and achieve a structural trans-
formation which guarantees a satisfactory growth in productivity and per

" ¢ 53
capita incomes.

Conclusions and Recommendations

. The optimal solution most probably lies somewhere between the two concepts.
It is impossible to set defini{e criteria to judge whethér an area can be re-
developed. Every case must be based on its own merits. Also, it is difficult
to imagine a strictly efficiency oriented strategy in a democratic society such
as the United States. It becomes more difficult to justify outmigration from
a distressed rural area when one views the immense problems being encountered
with the high concentration of population in many urban areas. The development
of a "worst first" strategy based on a concept that would recognize areas that
could not be redeveloped, and integrated with a strategy for subsidized out-

migration is therefore recommended.

33 Cameron; OD. cit.; p. 26.
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RECENT LEGISLATION AND THE NEED FOR

INTERGOVERNMENT AL COOPERATION AND PLANNING

This section presents recent legislative actions and innovations in the
development process and relates them to future prospects. During the past year
bills have been introduced in Congress concerning national land-use policy,
Federal executive reorganization, revenue sharing; and rural development. An
increasing awareness of the need for Federal, State and local coordination in
distressed area redevelopment has led to a reconsideration of the current pro-
cess of regional economic development. Perhaps the most obvious justification
for a resolute regional spproach is the fact that the Federal government, through
its complex of activities, has a profound effect on the level and content of
economic activity in every state. However, tﬂis awareness of the. need for a
new approach to the problems of distressed areas is not limited to programs for
distressed areas. Such concepts as a "national growth policy", and a "national
settlement policy" have appeared conéistently in discussions and debates, and
" have led to the expansion of the original purposes for forming the regional

development commissions.

Need for Federal Coordination

The primary concern of the regional approach to economic development is to
coordinate Federal, State and local activities. -However, past programs have
not increased coordination between Federal agencies. Cameron suggests that the
answer may be the establishment of an agency to coordinate all Federal programs
in distressed areas. He observes "there is an overwhelming case for some agsncy
to attempt to avoid future inconsistencies and conflicts in any proposed legis-

lation and major Federal action which explicitly deals with economic development
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at the subnational level, Here the objectives would be to diagnose current and
future regional performance; evaluate the impact of proposed legislation and
Federal measures on subnational areas; delineate blatant inconsistencies in
separate Federal economic development programs, and perhaps astually measure the
impact of actions which have been taken."54

Concern for lack of intergovernmental coordination is implicit in the EDA

Annual Report - Fiscal 1971, as demonstrated by the large portion of the Report

devoted to the subject of "Total Community Development". The following passage
is cited from the report: "Economic growth projects supported by EDA compliment
and accelerate the development of other community programs - including environ-
mental protecticn; health; transportation, education, manpower training, and the
more efficient use and conservation of natural resources."55
Hansen echoes the need for greater balance among human and physical re-
sources. He asserts that "without greaster investment in human resocurces and
manpower programs in lagging regions there is little hope that industry will be
attracted to such areas or that thei% residents can find jobs in other areas.
" The United States definitely needs a more integrated regional policy at the
national level, as EDA implicitly recognizes by tying together the problem of
outmigration from lagging rural areas and problems of large urban centers. . .
It would be desirable and feasible to establish an independent agency at the

national level to coordinate and watch over comprehensive regional policy

formation and implementation.“56

54 Ibid., p. 120.

93 pnnual Report - Fiscal 1971, op. cit.; p. 10.
56

Hansen, Rural Poverty and the Urban Crisis, op. cit., pp. 158-159.
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Problems of Inter-Agency Coordination

Coordination among the five regional commissions and between EDA and the
commissions has also been an issue. An Hansen puts it, "although the commissions
and EDA were created by the same legislation, there has been little coordination
of effort among these agencies, primarily because each commission wants to

57 Concern has also been ex-

function with a maximum degree of independence.™
pressed about the projects of the commissions in competition with projects of
other regional commissions. Distinct policy statements need to be estsblished

to reduce the amount of inter~agency conflict and competition.

The USDA -~ EDA Overlao

Since much of the United States which has been designated for redevelopment
is also rural, U.S. Department of Agriculture and EDA programs have tended to
overlap. As Sundquist puts it: "Since the Economic Development Administration
and the Department of Agriculture have proceeded independently in the creation
of their multicounty organizations, it was inevitable that those organizations
would overlap. The EDA is required by statute to limit its districts to de-
pressed areas, but Agriculture tended to give those areas preference also, be-
cause they showed greater interest in, and need for, Federal assistance."

The National Urban Coalition comments that much of what could properly be called
rural economic development (manpower, training, education, health) is included

in the budgets for other government agencies.59 They propose that the

57 Ibid., p. 294.

58 James L. Sundquist, Msking Federalism Work (Washlngton, D.C.: The
Brookings Institution, 1969), pp. 200-01.

59

Counterhudqet; op. cit., p. 193,
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Federal government act to specifically build a healthy rural economy through
a program of rural economic development and a reform of agricultural policy.
USDA involvement in Federal aid to distressed areas has become increasing-
ly prominent in recent years. The Department is currently developing a system
for recording and retrieving information about all sub-state planning districts
in the United States. This system, known as the Development District Information
System (DDIS), will be available to all USDA personnel concerned with the pro-
blems of distrecssed areas. Further indication of greater USDA involvement in
economic development is the recent passage of the Rural Development Act of 1972.
The primary purpose of this Act is the revitalization and development of rural
areas. One of its aims is to provide for joint participation by the Farmers
Home Administration with respect to loans and grants made through other Federal,
State, local, and private financial institutions and governmental departments

and agencies, including the EDA.

Need for Local Coordination

Lack of program coordination has led to complaints because of the strain im-
posed upon the limited resources of rural 1eadership.61 Hansen comments that there
is often a great deal of mistrust of industrialization in rural areas.®? How-
ever, much of this distrust can be attributed to local leaders who do not wish
to change the status quo.

Sundquist provides some interesting comments he received wﬁile interview-

ing local leaders. When asked how they felt about the red-tape and bureaucratic

60 Thid., p. 192.
61 Sundquist, op. cit., p. 201.

62'Hansen, Rural Poverty and the Urban Crisis, op. cit., p. 299.
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delays encountered when applying for Federal programs, the citizen leaders

would usually express a preference for a single, all-purpose structure, but they
did not volunteer complaints about the requirement for separate funding agencies.
They tended to equate the organizations with their respective aid programs, and
in that sense welcomed each new organization as an additional source of Federal
money.63 These statements emphasize the fact that current procedures in rural
economic development are neither efficlient nor equitable. The costs of managing
numerous conflicting programs are high, and the programs are not equitable to
the qualifying communities or other applicants, because so many cannot afford

the necessary grantsman in order to apply for and receive funds.

Federal Reorganization Proposals

On March 24, 1971, President Nixon transmitted his "Reorganization Plan
No. 1" to Congress. During the past year, hearings have been held in the Senate
Committee on Government Operations. Under these reorganization proposals, the
planning and public works programs of EDA would be transferred to a new Depart-
" ment of Community Development and the remainder of the programs transferred to
a new Department of Economic Affairs. (See Fig. 6.)

In the Department of Community Development, an Administrator for Urban and
Rural Development would be “responsible for all programs of the Department which
are designed to assist the basic physical facilities and institutional develop~

64

ment of communities.” The planning and public ‘works programs of EDA would be

carried out under this administration. (See Fig. 7.)

63 Sundquist, 02. cit., pp. 201-03.

64 U.S., Congress, Senate; Committee on Government Operations, Executive
Reorganization Proposals, Hearings bzfore the Committee on Government Operations,
Senate, on 5.1430, S$.1431, S$.1432, and S.1433, 92d Cong., lst sess.,, 1971, p. 277.
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An Administrator for Farms and Agriculture and an Administrator for Business
Development in the new Department of Economic Affairs were to receive the re-
mainder of the EDA programs. However, originally; the Department of Agriculture
was to be abolished. Since the appoiniment of Secretary of Agriculture Earl
Butz in late 1971, the President has decided to change the proposal to keep the
Department of Agriculture. However, éome functions of the Department will most

probably be transferred to one of the new departments. (see Fig. 8.)

Conclusions and Recommendations

The need for Federal, State and local cooperation and coordinastion in
administering all programs simed at relieving the conditions in distressed areas
has become increasingly apparent in recent years. Reorganization of the U.S.
executive departments to encourage and support better coordination of Federal
programs for regional economic growth and development is necessary. The ragional
commissions must be enticed toward better inter-agency cooperstion through Federal
grants and loans. Planning on a much broader scale must be enbouraged. The
. Overall Economic Development Plans should include all aspects of human desires
and needs. The plans should also include a process by which all citizens may
participate in their formation. |

Increased funding for redevelopment programs are needed, with funds from
similar or conflicting programs in the Economic Development Administration, the
Department of Agriculture, the Department of Houéing and Urban Development, the
Department of Labor, and the Environmental Protection Agency being assembled

into one single agency for the redevelopment of distressed areas.
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SUGGESTED APPROACH TO REDEVELOPMENT OF DISTRESSED AREAS

This investigation of the U.S. policies and strategies for regiohal
économic growth and development in distressed areas has revealed numerous
conflicting evaluations., The findings of this report support the following
conclusions and recommendations for enhancing the national economy by assisting
designated distressed areas to achieve lasting economic improvement through the

establishment of stable, diversified, and strengthened local economies.

Suggested EDA Approach

Although the core objective of the Economic Development Administration has
been to revitalize certain decision-making centers which would stagnate without
some assistance, the legislation left open the critical question of whether this
was to be pursued primarily as an economic, a social welfare, or a political
objective, However; the whole thrust of the Act has implied that a solution
for the distressed area problem could be initiated by a marginal redistribution
of new economic activity from the prosperous areas to the distressed areas and
by encouraging indigenous activity within the distressed areas.

The findings in this report suggest that EDA goals and objectives must
encompass social welfare priorities in the form of substantial investment in
human capital as well as the economic and political objectives of a balanced
national growth.

Increased fundiné of redevelopment prégrams, with funds from similar or
conflicting programs in the Economic Development Administraéion, Department of
Agriculture, Department of Health, Education and Welfare, Department of Housing
and Urban Development, Department of Labor, Environmental Protection Agency,

and other relevant agencies being used to assemble these programs into one
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single agency, is seen as 2 more comprehensive approach to redevelopment of
distressed areas. All other factors and functions of the EDA should remain

basically as they are at present.

Suggested Role of the Reqional Commissions

The Title V and Appalachian Regibnal Commissions have played an important
role in organizing the goals and objectives of the member jurisdictions. It
is anticipated that they will continue to play this role in the futufe. The
entire United States should share equally in the rewards of joint cooperation
and coordination through the regional commissions. This report advocates the
areal expahsion of the present commissions, plus the addition of one or two new
ones, to encompass all of the United States. A maximum of nine or ten regional
commissions, with Federal and State Co-chairmen as their heads, is suggested.
These leaders should be responsible directly to the President, such as the

Appalachian Regional Commission operates at present.

Continuation of the Growth Center Strateqgy

Continuation of a "growth center" strategy, most appropriately aimed at
the 205 cities outside urbanized areas with a 1970 populatiion of 25,000 or
more, and located within or adjacent to regions characterized as distressed
areas, 1s suggested. These criteria will most 1ikel§ need to be relaxed in the
sparsely settled areas of the Great Plains, Rocky Mountains and Alaska to include
smaller cities. However, under no circumstances should a "growth.center" be
selected that has a population of less than 1,000, due to the great extent of
diseconomies present, the inefficient and unproductive results of the past,
and the uncertainity that a spread of economic growth will occur in the

surrounding region.
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The selection of these centers should be dependent upon their past growth
performance in comparison to the surrounding vicinity, possibilities for future
growth as judged by their economic base, and the population density of the city
and the surrounding area.

These centers should be declared and recognized as "growth centers" by
the EDA, the regional commissions; and all other Federal, State and sub-State
government agencies with funds available for economic development of distressed

areas.

Suggested Use of the Worst First Strategy

The use of the "worst first" strategy has received considerable criticism,
primarily because of alleged over-emphasis of equity criteria ratner than
efficiency criteris., This paper advocates the development of a "worst first"
strategy for funding of projects located in redevelopment areas and sub-State
planning districts based on a concept that would recognize areas that could
not be redeveloped, as judged by its economic base, population density, human
resources, and other relevant criteria. A policy of subsidized outmigration .
should be integrated with the "worst first" strategy to provide incentive to
those who desire to ocutmigrate and subsidies in the form of ecuation, retraining

and financial assistance to those unable to migrate.
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PUBLIC WORKS AND ECONOMIC DEVELOPMENT ACT OF -
: 1965, AS AMENDED

(P.L. 89-136; 42 U.S.C. 3121 et seq.)

To provide grants for public works and development facilities, other financial .

assistance and the planning and coordination needed to alieviate conditions of
substantial and persistent unemployment and underemployment in economically
distressed areas and regions.

Be it enacted by the Senate and House of Representatives of the
- United States of America in Congress assembled, That this Act may
be cited as the “Public Works and Economic Development Act of
1965”.

STATEMENT OF PURPOSE

Skc. 2. The Congress declares that the maintenance of the national
economy at a high level is vital to the best interests of the United
States, but that some of our regions, counties, and communities are
suffering substantial and persistent unemployment and underemploy-
ment ; that such unemployment and underemployment cause hardship
to many individuals and their families, and waste invaluable human
resources; that to overcome this problem the Federal Government, in
cooperation with the States, should help areas and regions of substan-
tial and persistent unemployment and underemployment to take effec-
tive steps in planning and financing their public works and economic
development; that Federal financial assistance, including grants for
public works and development facilities to communities, industries,
enterprises, and individuals in areas needing development should en-
able such areas to help themselves achieve lasting improvement and
enhance the domestic prosperity by the establishment of stable and
diversified local economies and improved local conditions, provided
that such assistance is preceded by and consistent with sound, long-
range economic planning; and that under the provisions of this Act
new employment ogportunities should be created by developing and
expanding new and existing public works and other facilities and
resources rather than by merely transferring jobs from one area of
the United States to another.

TITLE 1—GRANTS FOR PUBLIC WORKS AND
DEVELOPMENT FACILITIES

Sec. 101. (a) Upon the application of any State, or political subdi-
vision thereof, Indian tribe, or private or public nonprofit organiza-
tion or association representing any redevelopment area or part
thereof, the Secretary of Commerce (hereinafter referred to as the
Secretary) is authorized—

(1) to make direct grants for the acquisition or development
of land and improvements for public works, public service, or
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development facility usage, and the acquisition, construction,
rehabilitation, alteration, expansion, or improvement of such
facilities, including related machinery and equipment, within a
redevelopment area, if he finds that—

?X& the project for which financial assistance is sought
will directly or indirectly (i) tend to improve the oppor-
tunities, in the area where such project is or will be located,
for the successful establishment or expansion of industrial
or commercial plants or facilities, (ii) otherwise assist in the
creation of adé)itional long-term employment opportunities

for such area, or (iii) primarily benefit the long-term unem-
ployed and members of low-income families or otherwise
substantially further the objectives of the Economic Oppor-
tunity Act of 1964;

(B§ the project for which a grant is requested will fulfill
a pressing need of the area, or part thereof, in which it is,
or will be, located ;

(C) the area for which a project is to be undertaken has
an approved overall economic de\-elo%ment program as pro-
videg in section 202(b)(10) and such project is consistent
with such program: and .

(D) in the case of a redevelopment area so designated
under section 401(a) (6), the project to be undertaken will
provide immediate useful work to unemployed and under-
employed persons in that area.

(2) to make supplementary grants in order to enable the States
and other entities within redevelopment areas to take maximum
advantape of designated Federal grant-in-aid programs (as here-
inafter geﬁned), direct grants-in-aid authorized under this sec-
tion, and Federal grant-in-aid 1Brogmms authorized by the Water-
shed Protection and Flood Prevention Act (68 Stat. 666, as
amended), and the eleven watersheds authorized by the Flood
Control Act of December 22, 1944, as amended and supplemented
(58 Stat, 887), for which they are eligible but for which, because
of their economic situation, they cannot supply the required
matching share,

(b) Subject to subzection (c) hereof, the amount of any direct grant
under this section for any project shall not exceed 50 per centum of the
cost of such project.

(c) The amount of any supf)lementar_w_' grant under this section for
any ]project shall not exceed the applicable gementage established by
regulations promulgated by the Secretary, but in no event shall the
non-Federal share of the aggregate cost of any such project (including
assumptions of debt) be less than 20 per centum oip such cost, except
that in the case of a grant to an Indian tribe, the Secretary may reduce
the non-Federal share below such per centum or may waive the non-
Federal share. In the case of any State or political subdivision there-
of which the Secretary determines has exhausted its effective taxing
and borrowing capacity, the Secretary may reduce the non-Federal
share below such per centum or may waive the non-Federal share in
the case of such a grant for a project in a redevelopment area desig-
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nated as such under section 401(a)(6) of this Act. Supplementary
grants shall be made by the Secretary, in accordance with such
regulations as he shall prescribe, by increasing the amounts of
direct grants authorized under this section or by the payment of
funds appropriated under this Act to the heads of the departments,
agencies, and instrumentalities of the Federal Government responsible
for the administration of the applicable Federal programs. Notwith-
standing any requirement as to the-amount or sources of non-Federal
funds that may otherwise be applicable to the Federal program
involved, funds provided under this subsection shall be used for the
sole purpose of increasing the Federal contribution to specific proj-
ects in redevelopment areas under such programs above the fixed
maximum portion of the cost of such project otherwise authorized by
the applicable law. The term “designated Federal grant-in-aid pro-

" as used in this subsection, means such existing or future Fed-
eral grant-in-aid programs assisting in the construction or equipping

of facilities as the Secretary may, in furtherance of the purposes of this

Act, designate as eligible for allocation of funds under this section. In
determi the amount of any supplementary grant available to any
project un:ier this section, the Secretary shall take into consideration
the relative needs of the area, the nature of the project to be assisted,
and the amount of such fair user charges or other revennes as the proj-
ect may reasonably be expected to generate in excess of those which
would amortize the local share of initial costs and provide for its sue-
cessful operation and maintenance (including depreciation).

(d) The Secretary shall prescribe rules, regulations, and procedures
to carry out this section which will assure that adequate consideration
is Fn’en to the relative needs of eligible areas. In preseribing such
rules, regulations, and procedures the Secretary shall consider among
other relevant factors (1) the severity of the rates of unemployment
in the eligible areas and the duration of such unemployment and (2)
the income levels of families and the extent of ungeremployment in
eligible areas.

e) Except for projects specifically authorized by Congress, no
financial assistance shafl be extended under this section with respect to
any public service or development facility which would compete with
an existing privately owned public utility rendering a service to the
public at rates or charges subject to regulation by a State or Federal

atory body, unless the State or Federal regulatory body deter-
mines that in the area to be served by the facility for which the finan-
cial assistance is to be extended there is a need for an increase in such
service (taking into consideration reasonably foreseeable future needs)
which the existing public utility is not able to meet through its existing
facilities or throngh an expansion which it agrees to undertake.

(£) The Secretary shall prescribe regulations which will assure that
a Propnate local governmental authorities have been given a reason-
able opportunity to review and comment upon proposed projects under
this section.

Sec. 102, (a) In addition to the assistance otherwise authorized,
the Secretary is authorized to make grants in accordance with the pro-
visions of this title to those areas which the Secretary of Labor deter-
mines, on the basis of average annual available unemployment statis-
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tics, were areas of substantial unemployment during the preceding
calendar year.

(b) Areas designated under the authority of this section shall be
subject to an annual review of eligibility in accordance with section
402, and to all of the rules, regulations, and procedures applicable to
L’edm;l:}:p:pent areas except as the Secretary may otherwise prescribe

y regulation.

Sec. 103, Not more than 15 per centum of the appropriations made
pursuant to this title may be expended in any one State.

Sec. 104. No part of any appropriations made pursuant to this title
may be expended for any groject in any area which is within the
“Appalachian region” (as that term is defined in section 403 of the
Appalachian Regional Development Act of 1965) which is approved
fg;sassxstance under the Appalachian Regional Development Act of

Skc. 105. There is hereby authorized ta be appropriated to carry out
this title not to exceed $500,000,000 for the fiscal year ending June 30,
1966, and for each fiscal year thereafter through the fiscal year ending
June 30, 1971, and not to exceed 8800.000,000 per fiscal year for the
fiscal years ending June 30, 1972, and June 30, 1973. Any amounts
authorized for the fiscal year ending June 30, 1972, under this section
but not appropriated may be appropriated for the fiscal year ending
June 30, 1973. Not less than 25 per centum nor more than 35 per
centum of all appropriations made for the fiscal years ending June
30, 1972, and June 30, 1973, under authority of the preceding
sentences shall be expended in redevelopment areas designated as
such under section 401(a) (6) of this Act.

FINANCIAL ASSISTANCE FOR SEWER FACILITIES

Skc. 106. No financial assistance, through grants, loans, guarantees,
or otherwise, shall be made under this Act to be used directly or indi-
recgy for sewer or other waste disposal facilities unless the Secretary
of Health, Education, and Welfare certifies to the Secretary that an
waste material carried by such facilities will be adequately treatec
before it is discharged into any public waterway so as to meet appli-
cable Federal, State, interstate, or local water quality standards.

TITLE IT—OTHER FINANCIAL ASSISTANCE
PUBLIC WORKS AND DEVELOPMENT FACILITY LOANS

Sec. 201, () Upon the application of anv State, or political subdi-
vision thereof, Indian tribe, or private or public nonprofit organization
or association representing any redevelopment area or part tl%ereof, the
Secretary is authorized to purchase evidence of indebtedness and to
make loans to assist in financing the purchase or development of land
and improvements for public works, public service, or development
facility usage, including public works, public service, or development
facility usage, to be provided by agencies of the Federal Government
pursuant to legislation requiring that non-Federal entities bear some
part of the cost thereof, and the acquisition, construction, rehabilita-
tion, alteration, expansion, or improvement of such facilities, includ-



ing related machinery and equipment, within a redevelopment ares,
ilf]ﬁe finds that— * ¥ .

(1) the project for which financial asistance is sought will
directly or indirectly—

(A) tend to improve the opportunities, in the area where
such project is or will be located, for the successful establish-
ment or expansion of industrial or commercial plants or
facilities,

(B) otherwise assist in the creation of additional long-
term employment opportunities for such area, or

(C) primarily benefit the long-term unemployed and
members of low-income families or otherwise substantially
f;;rther the objectives of the Economic Opportunity Act of
1964;

(2) the funds requested for such project are not otherwise
available from private lenders or from other Federal agencies on
terms which in the opinion of the Secretary will permit the accom-
plishment of the project;

(3) the amount of the loan plus the amount of other available
funds for such project are adequate to insure the completion
thereof ;

E4 there is a reasonable expectation of repayment; and

5) such area has an approved overall economic development
program as provided in section 202(b) (10) and the project for
which financial assistance is sought is consistent with such

(1:3 Subject to section 701(5), no loan, including renewals or ex-
tensions thereof, shall be made under this section for a period exceed-
ing forty years, and no evidence of indebtedness maturing more than
forty years from the date of purchase shall be purchased under this
section. Such loans shall bear interest at a rate not less than a rate
determined by the Secretary of the Treasury taking into consideration
the current average market yield on outstanding marketable obliga-
tions of the United States with remaining periods to maturity com-
parable to the average maturities of such loans, adjusted to the nearest
one-eighth of 1 per centum, less not to exceed one-half of 1 per centum
per annum,

(¢) There are hereby authorized to be appropriated such sums as
may be necessary to carry out the provisions of this section and sec-
tion 202: Provided, That annual appropriations for the purpose of
l)urchasing evidences of indebtedness, making and participating in
oans, and guaranteeing loans shall not exceed $170,000,000, for the
fiscal year ending June 30, 1966, and for each fiscal year thereafter
through the fiscal year ending June 30, 1973,

(d) Except for projects specifically authorized by Congrws, no
financial assistance sha%l be extended under this section with respect
to any public service or development facility which would compete
with an existing privately owned public utility rendering a service
to the public at rates or charges subject to regulation by a State or
Federal regulatory body, unless the State or Federal regulatory bod
- determines that in the area to be served by the facility for whicﬁ
the financial assistance is to be extended there is a need for an increase
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in such service (taking into consideration reasonably foreseeable
future needs) which the existing public utility is not able to meet
through its existing facilities or tirough an expansion which it agrees
to undertake. .

(e) The Secretary shall prescribe regulations which will assure that
:grropriate local governmental authorities have been given a reason-

e opportunity to review and comment upon proposed projects under
this section,

LOANS AND GUARANTEES

Sec. 202. (a) The Secretary is authorized (1) to purchase evidences
of indebtedness and to make loans (which for purposes of this sec-
tion shall include participations in loans) to aid in financing any
project within a redevelopment area for the purchase or development
of land and facilities (including machinery and equipment) for indus-
trial or commercial usage, including the construction of new build-
ings, and rehabilitation of abandoned or unoccupied buildings, and
the alteraticn, conversion, or enlargement of existing buldings: and
(2) to guarantee loans for working capital made to private borrowers
by private lending institutions in connection with projects in redevel-
opment areas assisted under subsection (a) (1) hereof, upon applica-
tion of such institution and upon such terms and conditions as the
Secretary may prescribe: Provided, however, That no such guarantee
shall at any time exceed 90 per centum of the amount of the outstand-
ing unpaid balance of such loan,

(b) Financial assistance under this section shall be on such terms
and conditions as the Secretary determines, subject, however, to the
following restrictions and limitations:

(1) Such financial assistance shall not be extended to assist estab-
lishments relocating from one area to another or to assist subcontrac-
tors whose purpose is to divest, or whose economic success is dependent
upon divesting, other contractors or subeontractors of econtracts there-
tofore customarily performed by them: Provided, however, That such
limitations shall not be construed to prohibit assistance for the expan-
sion of an existing business entity through the establishment of a new
branch, affiliate, or subsidiary of such entity if the Secretary finds
that the establishment of such branel, afliliate, or subsidiary will not
result in an increase in unemployment of the area of original location
or in any other area where such entity conducts business operations,
unless the Secretary has reason to believe that such branch, affiliate, or
snbsidiary is being established with the intention of closing down the
operations of the existing business entity in the area of 1its original
Iocation or in any other area where it conducts such operations.

(2) Such assistance shall be extended only to applicants, both pri-
vate and public (including Indian tribes), which have been approved
for such assistance by an agency or instrumentality of the State or

litical subdivision thereof in which the project to be financed is
ocated, and which agency or instrumentality is directly concerned
with problems of economic development in such State or subdivision.

(3) The project for which financial assistance is sought must be

reasonably calculated to provide more than a temporary alleviation of -

unemployment or underemployment within the redevelopment area
wherein it is or will be located.
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(4) No loan or guarantee shall be extended hereunder unless the
financial assistance applied for is not otherwise available from private
lenders or from other Federal agencies on terms which in the opinion
of the Secretary will permit the accomplishment of the project.

(5) The Secretary shall not make any loan without a participation
g:;le.s& he determines that the loan cannot be made on a participation

s.

(6) No evidence of indebtedness shall be purchased and no loans
shall be made or guaranteed unless it is determined that there is rea-
sonable assurance of repayment.

(7) Subject tosection 701(5) of this Act, no loan. including renewals
or extension thereof, may be made hereunder for a period exceeding
twenty-five years and no evidences of indebtedness maturing more than
twenty-five years from date of purchase may be purchased hereunder:
Provided, That the foregoing restrictions on maturities shall not apply
to securities or obligations received by tlie Secretary as a claimant in
bankruptcy or equitable reorganization or as a creditor in other pro-
eeedinas;ttendant upon insolvency of the obligor.

(8) ns made and evidences of indebtedness purchased under this
section shall bear interest at a rate not less than a rate determined by
the Secretary of the Treasury taking into consideration the current
average market yield on outstanding marketable obligations of the
United States with remaining periods to maturity comparable to the
average maturities of such loans, adjusted to the nearest one-eighth
of 1 per centum, plus additional charge, if any, toward covering other
costs of the program as the Secretary may determine to be consistent
with its purpose,

(9) Loan assistance shall not exceed 65 per centum of the aggregate
cost to the applicant (excluding all other Federal aid in connection
with the undertaking) of acquiring or developing land and facilities
(including machinery and equipment), and of constructing, altering,
converting, rehabilitating, or enlarging the building or buildings of
31; particular project, and shall, among others, be on the condition

t—

(A) other funds are available in an amount which, together
with the assistance provided hereunder, shall be sufficient to pay
such aggregate cost;

(B) not less than 15 per centum of such aggregate cost be
supplied as equity capital or as a loan repayable in no shorter
Fnod of time and at no faster an amortization rate than the

'ederal financial assistance extended under this section is being
repaid, and if such a loan is secured, its security shall be subor-
dinate and inferior to the lien or liens securing such Federal
financial assistance: Provided, however, That, except in projects
involving financial participation by Indian tribes, not less than
5 percentum of such aggregate cost shall be supglied by the State
or any agency, instrumentality, or political subdivision thereof,
or by a community or area organization which is nongovernmental
in c-ﬁaracter, unless the Secretary shall determine 1n accordance
with objective standards promulgated by regulation that all or

rt of such funds are not reasonably avaiﬁa‘i)]e to the project
use of the economic distress of the area or for other good
cause, in which case he may waive the requirement of this provi-

73



74

sion to the extent of such unavailability, and allow the funds
required by this subsection to be supp}ie(i by the applicant or by
such other non-Federal source as may reasonably be availabl}t;
to the project ;

(C) to the extent the Secretary finds such action necessary to
encourage financial participation in a particular project by other
lenders and investors, and except as otherwise provided in sub-
paragraph (B), any Federal financial assistance extended under
this section may be repayable only after other loans made in con-
nection with such project have been repaid in full, and the
security, if any, for such Federal financial assistance may be
subordinate and inferior to the lien or liens securing other loans
made in connection with the same project.

(10) No such assistance shall be extended unless there shall be sub-
mitted to and approved by the Secretary an overall program for the
economic development of the area and a finding by t?xe gtate, or any
:Eency, Instrumentality, or local political subdivision thereof, that

e project for which financial assistance is sought is consistent with
such program: Provided, That nothing in this Act shall authorize
financial assistance for any project prohibited by laws of the State or
local political subdivision in which the project would be located, nor
prevent the Secretary from requiring such periodic revisions of pre-
viously approved overall economic development programs as he may
deem appropriate.

ECONOMIC DEVELOPMENT REVOLVING FUND

Sec. 203. Funds obtained by the Secretary under section 201, loan
funds obtained under section 403, and collections and repayments
received under this Act, shall be deposited in an economic develop-
ment revolving fund (hereunder referred to as the “fund™), which is
hereby established in the Treasury of the United States, and which
shall ge available to the Secretary for the purpose of extending finan-
cial assistance under sections 201, 202, and 403, and for the payment
of all obligations and expenditures arising in connection therewith.
There shall also be credited to the fund such funds as have been paid
into the area redevelopment fund or may be received from obligations
outstanding under the Area Redevelopment Act. The fund shall pa
into miscellaneous receipts of the Treasury, following the close of eacﬁ
fiscal year, interest on the amount of Joans ontstanding under this Act
computed in such manner and at such rate as may be determined by
the Secretary of the Treasury taking into consideration the current
average market yield on outstanding marketable obligations of the
United States with remaining periods to maturity comparable to the
average maturities of such loans, adjusted to the nearest one-eighth of
1 per centum, during the month of June preceding the fiscal year in
which the loans were made.



TITLE III—TECHNICAL ASSISTANCE, RESEARCH, AND
INFORMATION

Sec. 301. (a) In carrying out his duties under this Act the Secre-
tary is authorized to provide technical assistance which would be use-
ful in alleviating or preventing conditions of excessive unemployment
or underemployment (1) to areas which he has designated as redevel-
opment areas under this Act, and (2) to other areas which he finds
have substantial need for such assistance. Such assistance shall include
project planning and feasibility studies, management and operational
assistance, and studies evaluating the needs of, and developing poten-
tialities for, economic growth of such areas. Such assistance may be
provided by the Secretary through members of his staff, through the
payment of funds authorized for this section to other departments or
agencies of the Federal Government, through the employment of pri-
vate individuals, partnerships, firms, corporations, or suitable institu-
tions, under contracts entered into for such purposes, or through
grants-in-aid to appropriate public or private nonprofit State, area,
district, or local organizations. The Secretary, in his discretion, may
require the repayment of assistance provided under this subsection
and prescribe the terms and conditions of such repayment.

(b) The Secretary is authorized to make grants to defray not to
exceed 75 per centum of the administrative expenses of organizations
which he determines to be qualified to receive grants-in-naid under sub-
section (2) hereof. In determining the amount of the non-Federal
share of such costs or expenses, the Secretary shall give due considera-
tion to all contributions both in cash and in kind, fairly evaluated,
including but not limited to space, equipment, and services. Where
practicable, grants-in-aid authorized under this subsection shall be

in conjunction with other available planning grants, such as ur-
ban planning grants, authorized under the Housing Act of 1954, as
amended, and highway planning and research grants authorized under
the Federal-aid Highway Act of 1962, to assure adequate and effective
plannin; 'F and economical use of funds.

(¢) To assist in the long-range accomplishment of the purposes of
this Act, the Secretary, in cooperation with other agencies having
similar flmctions, shall establish and conduct a continuing program
of study, training, and research to (A) assist in determining the causes
of unemployment, underemployment, underdevelopment, and chronic
depression 1n the various areas and regions of the Nation, (B) assist
in the formulation and implementation of national, State, and local
programs which will raise income levels and otherwise produce solu-
tions to the problems resulting from these conditions, and (C) assist
in providing the personnel needed to conduct such programs. The

rogram of study, training, and research may be conducted by the
throu ﬂ members of this staff, through payment of funds
authorized for 5]15 section to other departments or agencies of the
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Federal Government, or through the employment of private individ-
uals, partnerships, firms, corporations, or suitable institutions, under
contracts entered into for such purposes, or through grants to such
individuals, organizations, or institutions, or through conferences and
similar meetings organized for such purposes. The Secretary shall
make available to interested individuals and organizations the results
of such research. The Secretary shall include in his annual report
under section 707 a detailed statement concerning the study and re-
search conducted under this section her wth his findings result-
ing therefrom and his recommendation for legislative and other action.

%d) The Secretary shall aid redevelopment areas and other areas
by furnishing to interested individuals, communities, industries, and
enterprises within such areas any assistance, technical information,
market research, or other forms of assistance, information, or advice
which would be useiul in alleviating or preventing conditions of ex-
cessive unemployment or underemployment within such areas. The
Secretary may furnish the procurement divisions of the various
departments, agencies, and other instrumentalities of the Federal
Government with a list containing the names and addresses of busi-
ness firms which are located in redevelopment areas and which are
desirous of obtaining Government contracts for the furnishing of
supplies or services, and designating the supplies and services such
firmsare engaged in providing.

_ (e) The Secretary shall establish an independent study board con-
sisting of governmental and nongovernmental experts to investigate
the effects of Government procurement, scientific, technical, and other
related policies, upon regional economic development. Any Federal
officer or employee may, with the consent of the head of the depart-
ment or agency in which he is employed, serve as a member of such
board, but shall receive no additional compensation for such service.
Other members of such board may be compensated in accordance with
the provisions of section 701(10). The board shall report its findings,
together with recommendations for the better coordination of such
policies, to the Secretary, who shall transmit the report to the Congress
not later than two years after the enactment of this Act.

(f) The Secretary is authorized to make grants, enter into contracts
or otherwise provide funds for any demonstration project within a
redevelopment area or areas which he determines is designed to foster
regional productivity and growth, prevent out-migration, and other-
wise carry out the purposes of this Act.

Skc. 302. There is hereby authorized to be appropriated $25,000,000
annually for the purposes of this title, for the fiscal vear ending June
30, 1966, and for each fiscal year thereafter through the fiscal year
ending June 30, 1969, and £50.000,000 per fiscal year for the fiscal
years ending June 30, 1970, June 30, 1971, June 30, 1972, and June
30, 1973.



TITLE IV—AREA AND DISTRICT ELIGIBILITY
PaRT A—REDEVELOPMENT AREAS
AREA ELIGIBILITY

Sec. 401. (a) The Secretary shall designate as “redevelopment
areas”—

(1) those areas in which he determines, upon the basis of
standards generally comparable with those set forth in para-
graphs (A) and (B), that there has existed substantial and
persistent unemployment for an extended period of time and
those areas in which he determines there has been a substantial
loss of population due to lack of employment opportunity. There
shall be included among the areas so designated any area—

(A) where the Secretary of Labor finds that the current
rate of unemployment, as determined by appropriate annual
statistics for the most recent available calendar year, is 6 per
centum or more and has averaged at least 6 per centum for
the qualifying time periods specified in paragraph (B); and

(B) where the Secretary of Labor finds that the annual
average rate of unemployment has been at least—

(i) 50 per centum above the national average for
three of the preceding four calendar years, or
(ii) 75 per centum above the national average for two
of the preceding three calendar years, or
(iii) 100 per centum above the national average for
one of the preceding two calendar years.
The Secretary of Labor shall find the facts and provide the data
to be used by the Secretary in making the determinations required
by this subsection

(2) those additional areas which have a median family income
not in excess of 50 per centum of the national median, as deter-
mined by the most recent available statistics for such areas;

(38) those additional Federal or State Indian rezervations or
trust or restricted Indian-owned land areas which the Secretary,
after consultation with the Secretary of the Interior or an appro-
priate State agency, determines manifest the greatest degree of
economic distress on the basis of unemployment and income
statistics and other appropriate evidence of economic under-
development ;

(4) upon request of such areas, those additional areas in which
the Secretary determines that the loss, removal, curtailment, or
closing of a major source of employment has caused within three
years prior to, or threatens to cause within three years after, the
date of the request an unusual and abrupt rise in unemployment
of such magnitude that the unemployvment rate for the area at the
time of the request exceeds the national average, or can reasonably
be expected to exceed the national average, by 50 per centum or
more unless assistance is provided. Notwithstanding any pro-
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vision of subsections 401(b) to the contrary, an area designated

under the authority of this paragraph may be given a reasonable

time after designation in which to submit the overall economic

dAt.avelopment. program required by subsection 202(b) (10) of this
ct;

(5) notwithstanding any provision of this section to the con-
trary, those additional areas which were designated redevelop-
ment areas under the Area Redevelopment Act on or after
March 1, 1965 : Provided, however, That the continued eligibility
of such areas after the first annual review of eligibility conducted
in accordance with section 402 of this Act shall be dependent on
their qualification for designation under the standards of eco-
nomic need set forth in subsections (a) (1) through (a) (4) of this
section ;

(6) those communities or neichborhoods (defined without re-
gard to political or other subdivisions or boundaries) which the
Secretary determines have one of the following conditions:

(A) a large concentration of low-income persons;
(B) rural areas having substantial outmigration;
(C) substantial unemployment; or
(D) an actual or threatened abrupt rise of unemployment
due to the closing or curtailment of a major source of em-
ployment.
No redevelopment area established under this paragraph shall
be subject to the requirements of subparagraphs (A) and (C)
of paragraph (1) og subsection (a) of section 101 of this Act.
No redevelopment area established under this paragraph shall
be eligible to meet the requirements of section 403(a)(1)(B) of
this Act;

(7) those areas where per capita employment has declined
significantly during the next preceding ten-year period for which
appropriate statistics are available.

(b) The size and boundaries of redevelopment areas shall be as
determined by the Secretary: Provided, however, That—

(1) no area shall be designated until it has an approved overall
economic development program in accordance with subsection
202(b) (10) of this Act;

(2) any area which does not submit an acceptable overall eco-
nomic development program in accordance with subsection 202
(b) (10) of this Act within a reasonable time after notification of
eligibility for designation, shall not thereafter be designated
prior to the next annual review of eligibility in accordance with
section 402 of this Act;

(3) no area shall be designated which does not have a popula-
tion of at least one thousand five hundred persons, except that
this limitation shall not apply to any area designated under
section 401 (a) (3) or (a)(6); and

(4) except for areas designated under subsections (a) (3), (a)
(4) and (a)(6) hereof, no area shall be designated which is
smaller than a “labor area” (as defined by the Secretary of La-
bor), a county, or a municipality with a population of over two



hundred and fifty thousand, whichever in the opinion of the Secre-
tary is appropriate.

(c) Upon the request of the Secretary, the Secretary of Labor, the
Secretary of Agriculture, the Secretary of the Interior, and such
other heads of agencies as may be appropriate are authorized to con-
duct such speciai studies, obtain such information, and compile and
furnish to the Secretary such data as the Secretary may deem necessary
or proper to enable him to make the determinations provided for in
this section. The Secretary shall reimburse when appropriate, out of
any funds appropriated to carry out the purposes of this Act, the fore-
going officers for any expenditures incurred by them under this section.

F&% If a State has no area designated under the preceding sub-
sections of this section as a redevelopment area, the Secretary shall
designate as a redevelopment area that area in such State which in
his opinion most nearly qualifies under such preceding subsections.
An area so designated shall have its eligibility terminated in accord-
ance with the provisions of section 402 if any other area within the
same State subsequently has become qualified or been designated under
any other subsection of this section other than subsection (a}(6) as
of the time of the annual review prescribed by section 402 : Provided.
That the Secretary shall not terminate any designation of an area in
a State as a redevelopment area if to do so would result in such State
having no redevelopment area.

{e) As used in this Act, the term “redevelopment area™ refers to
any area within the United States which has been designated by the
Secretary as a redevelopment area,

ANNTUAL REVIEW OF AREA ELIGIBILITY

Skc. 402, The Secretary shall conduct an annual review of all areas
designated in accordance with section 401 of this Act, and on the
basis of such reviews shall terminate or modify such designation
whenever such an area no longer satisfies the designation require-
ments of section 101, but in no event shall such designation of an
area be terminated prior to the expiration of the third vear after the
date such area was so designated. No area previously designated
shall retain its designated status unless it maintains a currently
approved overall economic development program in accordance with
subsection 202(b) (10). No termination of eligibility shall (1) be
made without thirty days’ prior notification to the area concerned,
(2) affect the validity of any application filed, or contract or under-
taking entered into, with respect to such area pursuant to this Aect
prior to such termination, (3) prevent any such area from again
being designated a redevelopment area under section 401 of this
Act if the Secretary determines it to be eligible under such section,
or (4) be made in the case of any designated area where the Secretary
determines that an improvement in the unemployment rate of a
designated area is primarily the result of inereased emplovment in
occupations not likely to be permanent. The Secretary shall keep the
departments and agencies of the Federal Government, and interested
State or local agencies, advised at all times of any changes made
hereunder with respect to the classification of any area.
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Parr B—Ecoxoyic Deverormext DisTRICTS

Sec. 403. (a) In order that economic development projects of
broader geographical significance may be planned and carried out,
the Secretary is authorized—

(1) to designate appropriate “economic development districts”
within the United States with the concurrence of the States in
which such districts will be wholly or partially located, if—

(A) the proposed district is of sufficient size or popula-
tion, and contains suflicient resources, to foster economic de-
velopment on a scale involving more than a single redevelop-
ment area ;

(B) the proposed district contains two or more redevelop-
ment areas;

(C) the proposed district contains one or more redevelop-
ment areas or economic development centers identified in an
approved district overall economic development program as
having sufficient size and potential to foster the economic
growth activities necessary to alleviate the distress of the
redevelopment areas within the district ; and

(D) the proposed district has a district overall economic
development program which includes adequate land use and
transportation planning and contains a specific program for
district cooperation, self-help, and public investment and is
approved by the State or States affected and by the Secretary :

(2) to designate as “economic development centers,” in accord-
ance with such regulations as he shall prescribe, such areas as
he may deem appropriate, if— ) )

(A) the proposed center has been identified and included
in an approved district overall economic development pro-
gram and recommended by the State or States affected for
such special designation;

SB) the proposed center is geographically and economi-
cally so related to the district that its economic growth may
reasonably be expected to contribute significantly to the
alleviation of distress in the redevelopment areas of the dis-
trict; and

(C) the proposed center does not have a population in
excess of two hundred and fifty thousand according to the
last preceding Federal census.

(3) to provide financial assistance in accordance with the cri-
teria of sections 101, 201, and 202 of this Act, except as may be
herein otherwise provided, for projects in economic development
centers designated under subsection (a) (2) above, if—

(A) the project will further the objectives of the overall
economic development program of the district in which it is
tobelocated ; '

(B) the project will enhance the economic growth potential
of the district or result in additional long-term employment
opportunities commensurate with the amount of Federal
financial assistance requested ; and

(C) the amount of Federal financial assistance requested

is reasonably related to the size, population, and economic
needs of the district ;



(4) subject to the 20 per centum non-Federal share required for
any project by subsection 101(c¢) of this Act, to increase the
amount of grant assistance authorized by section 101 for projects
within redevelopment areas (designated under section 401), by an
amount not to exceed 10 per centum of the aggregate cost of any
such project, in accordance with such regulations as he shall
prescribe if—

(A) the redevelopment area is situated within a designated
economic development district and is actively participating
in the economic development activities of the district; and

(B) the project is consistent with an approved district over-
all economic development program.

(b) In designating economic development districts and approving
district ovem]‘l; economic development programs under subsection (a)
of this section, the Secretary 1s authorized, under regulations pre-
scribed by him—

(1) to invite the several States to draw up proposed district
boundaries and to identify potential economic development
centers;

(2) to cooperate with the several States—

(A) 1n sponsoring and assisting district economic plan-
ning and development groups, and

(B) in assisting such district groups to formulate district
overall economic development programs;

(3) to encourage participation by appropriate local govern-
mental authorities in such economic development districts.

(¢) The Secretary shall by regulation prescribe standards for the
termination or modification of economic development districts and
economic development centers designated under the authority of this
section.

(d) As used in this Act, the term “economic development district™
refers to any area within the United States composed of cooperating
redevelopment areas and, where appropriate, designated economic
development centers and neighboring countries or communities, which
léllas been designated by the Secretary as an economic development

istrict.

(e) As used in this Act, the term “economic development center”
refers to any area within the United States which has been identified
as an economic development center in an approved district overall
economic development program and which has been designated by the
Secretary as eligible for ﬁg:ancial assistance under sections 101, 201,
and 202 of this Act in accordance with the provisions of this section.

(f) For the purpose of this Act the term “local government™ means
any city, county, town, parish, village, or other general-purpose politi-
cal subdivision of a State,

(g) There is hereby authorized to be appropriated not to exceed
$50,000,000 for the fiscal year ending June 30, 1967, and for each fiscal
year thereafter through the fiscal year ending June 30, 1973, for finan-
cial assistance extended under the provisions of subsection (a) (3) and
(2) (4) hereof.

(h) In order to allow time for adequate and careful district plan-
ning, subsection (g) of this section shall not be effective until one year
from the date of enactment.
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TITLE V—REGIONAL ACTION PLANNING COMMISSIONS

ESTABLISIIMENT OF RECORDS

Skc. 501. (a) The Secretary is authorized to designate appropriate
“sconomic development regions™ within the United States with the
concurrence of the States in which such regions will be wholly or
partially located if he finds () that there is a relationship between
the areas within such region geographically, culturally, historically,
and economically, (B) that with the exception of Alaska and Hawaii,
the region is within contiguous States, and (C) upon consideration
of the following matters, among others, that the region has lagged
behind the whole Nation in economic development :

(1) the rate of unemployment is substantially above the na-
tional rate;

(2) the median level of family income is significantly below
the national median;

(3) the level of housing, health, and educational facilities is
substantially below the national level;

(4) the economy of the area has traditionally been dominated
3}' lqn]y one or two industries, which are in a state of long-term

ecline;

(5) the rate of outmigration of labor or capital or both is
substantial;

(6) the area 1s adversely affected by changing industrial tech-
nology ;

(7) the area is adversely affected by changes in national defense
facilities or produetion ; and

(8) indices of regional production indicate a growth rate sub-
stahtially below the national average.

(b) Upon resolution of the Committee on Public Works of the
Senate or the House of Representatives, the Secretary is directed to
study the advisability of altering the geographical area of any region
iesignated under this section, in order to further the purpose of this

ct.

REGIONAL COMMISSIONS

Sec. 502. (a) Upon designation of development regions, the Sec-
retary shall invite and encourage the States wholly or partially located
within such regicns to establish appropriate multistate regional com-
missions.

(b) Each such commission shall be composed of one Federal mem-
ber, hereinafter referred to as the “Federal cochairman,™ appointed
by the President by and with the advice and consent of the Senate
and one member from each participating State in the region. Each
State member may be the Governor, or his designee, or such other
jﬁlrson as may be provided by the law of the State which he represents.

e State members of the commission shall elect a cochairman of the
commission from among their number.

(c¢) Decisions by a regional commission shall require the affirmative
vote of the Federal cochairman and of a majority or at least one if
only two, of the State members. In matters coming before a regional
commission, the Federal cochairman shall, to the extent practicable



consult with the Federal departments and agencies having an interest
in the subject matter, .

(d) Each State member of a regional commission shall have an
alternate, appointed by the Governor ar as otherwise may be provided
by the law of the State which he represents. The Prestdent, by and
with the advice and consent of the Senate, shall appoint an alternate
for the Federal cochairman of each regional commission. An alter-
nate shall vote in the event of the absence, death, disability, removal,
or resignation of the State or Federal cochairman for which he is an
alternate.

(e) The Federal cochairman to a regional commission shall be com-
pensated by the Federal Government from funds authorized by this
Act up to level IV of the Federal Executive Salary Schedule. His
alternate shall be compensated by the Federal Government from funds
authorized by this Act at not to exceed the maximum scheduled rate
for grade G3-18 of the Classification Act of 1949, as amended, and
when not actively serving as an alternate for the Federal cochair-
man shall perform such functions and duties as are delegated to him
by the Federal cochairman. Each State member and his alternate
sﬁall be compensated by the State which they represent at the rate
established by the law of such State,

(f) If the Secretary finds that the State of Alaska or the State of
Hawaii meet the requirements for an economic development region,
he may establish a Commission for either State in a manner agreeable
to him and to the Governor of the affected State.

FUNCTIONS OF COMMISSION

Sec. 503. &a) In carrying out the purposes of this Act, each Com-
mission shall with respect to its region—

(1) advise and assist the Secretary in the identification of
optimum boundaries for multistate economic development
regions;

(2) initiate and coordinate the preparation of long-range over-
all economic development programs for such regions, including
the development of a comprehensive long-range economic plan
approved by the Secretary;

(3) foster surveys and studies to provide data reguired for the
preparation of specific plans and programs for the development
of such regions;

(4) adwise and assist the Secretary and the States concerned
in the initiation and coordination of economic development dis-
tricts, in order to promote maximum benefits from the expendi-
ture of Federal, State, and local funds;

55) promote increased private investment in such regions;

6) prepare legislative and other recommendations with
respect to both short-range and long-range programs and projects
for Federal, State, and local agencies;

(7) develop, on a continuing basis, comprehensive and coordi-
nated plans and programs and establish Rriorities thereunder,
giving due consideration to other ¥Federal, State, and local plan-
ning in the region;
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(8) conduct and sponsor investigations, research, and studies,
including an inventory and analysis of the resources of the region,
and, in cooperation with Federal, State and local agencies, spon-
sor demonstration projects designed to foster regional produc-
tivity and growth;

(9) review and study, in cooperation with the agency involved,
Federal, State, and local public and private programs and, where
appropriate, recommend modifications or additions which will
increase their effectiveness in the region;

(10) formulate and reconunend, where appropriate, interstate
compacts and other forms of interstate cooperation, and work
with State and local agencies in developing appropriate model
legislation; and

(11) provide a forum for consideration of problems of the
region and proposed solutions and establish and utilize, as
appropriate, citizens and special advisory councils and public
conferences.

(b) The Secretary shall present such plans and proposals of the
commissions as may be transmitted and recommendmf) to him (but are
not authorized by any other section of this Act) first for review by the
Federal agencies primarily interested in such plans and proposals and
then, together with the recommendations of such agencies, to the
President for such action as he may deem desirable.

(c) The Secretary shall provide effective and continuing liaison
between the Federal Government and each regional commission.

(d) Each Federal agency shall, consonant with law and within
the limits of available funds, cooperate with such commissions as may
be established in order to assist them in carrying out their functions
under this section.

(8) Each regional commission may, from time to time, make addi-
tional recommendations to the Secretary and recommendations to the
State Governors and appropriate local officials, with respect to—

(1) the expenditure of funds by Federal, State, and local de-
partments and agencies in its region in the fields of natural re-
sources, agriculture, education, training, health and welfare, trans-
portation, and other fields related to the purposes of this Act; and

(2) such additional Federal, State, and Jocal legislation or ad-
ministrative actions as the commission deems necessary to further
the purposes of this Act.

PROGRAM DEVELOPMENT CRITERIA

Skc. 504. In developing recommendations for programs and projects
for future regional economic development, and in establishing within
those recommendations a priority ranking for such programs and

rojects, the Secretary shall encourage each regional commission to
})ollow procedures that will insure consideration of the following
factors:
(1) the relationship of the project or class or projects to overall
regional development including its location in an area determined
by the State to have a significant potential for growth ;
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(2) the population and area to be served by the project or class
of projects including the relative per capita income and the un-
employment rates in the area;

(3) the relative financial resources available to the State or
political subdivisions or instrumentalities thereof which seek to
undertake the project;

(4) the importance of the project or class of projects in relation
to other projects or classes of projects which may be in competi-
tion for the same funds;

(5) the prospects that the project, on a continuing rather than
a temporary basis, will improve the opportunities for employment,
the average level of income, or the economic and social develop-
ment of the area served by the project.

REGIONAL TECHNICAL AND PLANXNING ASSISTANCE

Sec. 505. (a) (1) The Secretary is authorized to provide to the
commissions technical assistance which would be useful in aiding the
commissions to carry out their functions under this Act and to develop
recommendations and programs. Such assistance shall include studies
and plans evaluating the needs of, and developing potentialities for,
economic growth of such region, and research on improving the con-
servation and utilization of the human and natural resources of the
region, and planning, investigations, studies, demonstration projects,
and training programs which will further the purposes of this Act.
Such assistance may be provided by the Secretary through members
of his staff, through the payment of funds authorized for this section
to other departments or agencies of the Federal Government, or
through the emplovment of private individuals, partnerships, firms,
corporations, or suitable institutions, under contracts entered into for
such purposes, or throngh grant-in-aid to the commissions. The Sec-
retary, in his discretion, may require the repayment of assistance pro-
\nde? under this paragraph’and prescribe the terms and conditions in
such repayment.

(2) In carrying out their functions under this Act the commissions
are authorized to engage in planning, investigations, studies, demon-
stration projects, and training programs which will further the pur-

ses of this Act and which have been approved by the Secretary.

uch activities may be carried out by the commissions through the
payment of funds to departments, agencies, or instrumentalities of
the Federal Government, or throngh the employment of private in-
dividuals, partnerships, firms, or corporations, or suitable institutions
under contracts entered into for such purposes or through grants-in-
aid to agencies of State or local governments. In the case of demon-
stration ]l)rojects and training programs, to the maximum extent pos-
sible, such projects and programs shall be carried out through depart-
ments, agencies, or instrumentalities of the Federal Government or of
State or local governments.

(b) For the period ending on June 30 of the sccond full Federal
fiscal year following the date of establishment of a commission, the
administrative expenses of each commission as approved by the Sec-
retary shall be paid by the Federal Government. Thereafter, such
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expenses shall be paid 50 per centum by the Federal Government and
50 per centum by the States in the region, except that the administra-
tive expenses of the Federal cochairman, his alternate, and his staff
shall be paid solely by the Federal Government. The share to be paid
by each State shall be determined by the Commission. The Federzl
cochairman shall not participate or vote in such determination.

In determining the amount of the non-Federal share of such costs
or expenses, the Secretary shall give due consideration to all con-
tributions both in cash and in kind, fairly evaluated, including but not
limited to space, equipment, and services.

(c) Not to exceed 10 per centum of the funds appropriated under
authority of section 509(d) of this title for any lgcal year shall be
expended in such fiscal year in carrying out subsection (a) (1} and
su ion (b) of this section.

ADMINISTRATIVE POWERS OF REGIONAL COMMISSIONS

Sec. 506(a). To carry out its duties under this Act, each regional
commission is authorized to—

(1) adopt, amend, and repeal bylaws, rules, and regulations
governing the conduct of its business and the performance of its
functions:

(2) appoint and fix the compensation of an executive director
and such other personnel as may be necessary to enable the com-
mission to carry out its functions, except that such compensation
shall not exceed the salary of the alternate to the Federal cochair-
man on the commission and no member, alternate, officer, or
employee of such commission, other than the Federal cochairman
on the commission and his staff and his alternate, and Federal
employees detailed to the commission under clause (3), shall be
deemed a Federal employee for any purpose:

(8) request the head of any Federal department or agency (who
is hereby so authorized) to detail to temporary duty with the
commission such personnel within his administrative jurisdiction
as the commission may need for carrying out its functions, each
zruch detail to be without loss of seniority, pay, or other employee
status;

(4) arrange for the services of personnel from any State or
local government or any subdivision or agency thereof, or any
intergovernmental agency;

(5) make arrangements, including contracts, with any partici-
pating State government for inclusion in a smitable retirement
and employee benefit system of such of its personnel as may not
be ehgigle for, or continue in, another governmental retirement
or em?loyee benefit system, or otherwise provide for such cover-

- age of its personnel, and the Civil Service Commission of the
United States is authorized to contract with such commission
for continued coverage of commission employees, who at date
of commission employment are Federal employees, in the retire-
ment program and other employee benefit programs of the
Federal Government ; :



(6) accept, use, and dispose of gifts or donations of services
or property, real, personal, or mixed, tangible or intangible;
(7) eater into and perform such contracts, leases, cooperative
agreements, or other transactions as may be necessary in carry-
ing out its functions and on such terms as it may deem appro-
riate, with any department, agency, or instrumentality of the
nited States or with any State, or any political subdivision,
agency, or instrumentality thereof, or with any person, firm,
association, or corporation;
(8) maintain an office in the District of Columbia and establish
field offices at such other places as it may deem appropriate; and
(9) take such other actions and incur such other expenses as
may be necessary or appropriate. . .
(b) The Federal cochairman shall establish and at all times main-
tain his headquarters office in the District of Columbia.

INFORMATION

Skc. 507. In order to obtain information needed to carry out its
duties, each regional commission shall—

(1) hold such hearings, sit and act at such times and places,
take such testimony, receive such evidence, and print or otherwise
reproduce and distribute so much of its proceedings and reports
thereon as it may deem advisable, a cochairman of such commis-
sion, or any member of the commission designated by the com-
mission for the purpose, being hereby authorized to administer
oaths when it is determined Dy the commission that testimony
shall be taken or evidence received under oath ;

(2) arrange for the head of any Federal, State, or local depart-
ment or agency (who is hereby so authorized, to the extent not
otherwise prohibited by law) to furnish to such commission such
information as may be available to or procurable by such depart-
ment, or agency; and

(8) keep accurate and complete records of its doings and trans-
actions which shall be made available for public inspection.

PERSONAL FINANCIAL INTERESTS

Sec. 508. (a) Except as permitted by subsection (b) hereof, no
State member or alternate and no officer or employee of a regional
commission shall participate personally and substantially as member,
alternate, officer, or employee, through decision, approval, disapproval,
recommendation, the rendering of advice, investigation, or otherwise,
in any proceeding, application, request for a ruling or other determi-
nation, contract, claim, controversy, or other particular matter in
which, to his knowledge, he, his spouse, minor child. partner, orga-
nization (other than a State or political subdivision thereof) in which
he is serving as officer, director, trustee, partner, or employee, or any
person or organization with whom he is serving as officer, director,
trustee, partner, or employee. or any person or organization with whom
he is negotiating or has any arrangement concerning prospective
employment, has a financial interest. Any person who shall violate
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the provisions of this subsection shall be fined not more than $10,000,
or imprisoned not more than two years, or both. -

(b) Subsection (a) hereof shall. not apply if the State member,
alternate, officer, or employee first advises the regional commission
involved of the nature and circumstances of the proceeding, applica-
tion, request for a ruling or other determination, contract, claim,
controversy, or other particular matter and makes full disclosure of
the financial interest and receives in advance a written determination
made by such commission that the interest is not so substantial as to
be deemed likely to affect the integrity of the services which the
commission may expect from such State member, alternate, officer,
or employee.

(¢) No State member of a regional commission, or his alternate,
shall receive any salary, or any contribution to or supplementation
of salary for his services on such commission from any source other
than his State. No person detailed to serve a regional commission
under authority of clause (4) of section 306 shall receive any salary
or any contribution to or supplementation of salary for his services
on such commission from any source other than the State, local, or
intergovernmental department or agency from which he was detailed
or from such commission. Any person who shall violate the provisions
of this subsection shall be fined not more than $5,000, or imprisoned
not more than one year, or both.

(d) Notwithstanding any other subsection of this section, the Fed-
eral cochairman and his alternate on a regional commission and any
Federal officers or emplovees detailed to duty with it pursuant to
clause (3) of section 10 shall not be subject to any such subsection
but shall remain subject to sections 202 through 209 of title 18, United
States Code.

(e) A regional commission may, in its discretion. declare void and
rescind any contract or other agreement pursuant to the Act in relation
to which it finds that there has been a violation of subsection (a) or
(¢) of this section, or any of the provisions of sections 202 through 209,
title 18, United States Code.

SUPPLEMENTS TO FEDERAL GRANT-IN-AID PROGRAMS

Sec. 509. (a) In order to enable the States and other entities
within economic development regions established under this Act to
take maximum advantage of Federal grant-in-aid programs (as here-
inafter defined) for which they are eligible but for which, because of
their economic situation, they cannot supply the required matching
share, or for which there are insufficient funds available under the
Federal grant-in-aid Aect authorizing such programs to meet pressing
needs of the region, the Secretary shall, once & comprehensive long-
range economic plan established pursuant to clause (2) of section
503(a) is in effect, provide funds pursuant to specific recommenda-
tions, to each of the Federal cochairmen of the regional commissions
heretofore or hereafter established under this title, to be used for all or
any portion of the basic Federal contribution to projects under such
Federal grant-in-aid programs authorized by Federal grant-in-aid
Acts, and for the purpose of increasing the Federal contribution to



projects under such programs above the fixed maximum portion of
the cost of such projects otherwise authorized by the applicable law.
No program, or project authorized under this section shall be imple-
mented until (1) applications and plans relating to the program or
project have been determined by the responsible Federal official to be
compatible with the provisions and objectives of Federal laws which
he administers that are not inconsistent with this Aet, and (2) the
regional commission involved has approved such program or proj-
ect and has determined that it meets the applicable criteria under sec-
tion 504 and will contribute to the development of the region, which
determination shall be controlling. In the case of any program or proj-
ect for which all or any portion of the basic Federal contribution to
the project under a Federal grant-in-aid program is proposed to be
made under this subsection, no such Federal contribution shall be
made until the responsible Federal official administering the Federal
grant-in-aid Act authorizing such contribution certifies that such pro-
gram or project meets all of the requirements of such Federal grant-
In-aid Act and could be approved for Federal contribution under such
Act if funds were available under such Act for such program or proj-
ect. Funds may be provided for programs and projects in a State
under this subsection only if the commission determines that the level
of Federal and State financial assistance under titles of this Act other
than this title, and under Acts other than this Act, for the same type
of programs or projects in that portion of the State within the region
will not be diminished in order to substitute funds authorized by this
subsection. Funds provided pursuant to this Act shall be available
without regard to any limitations on authorizations for appropriation
in any other Act.

(b) The Federal portion of such costs shall not be increased in
excess of the percentages established by each commission, and shall
in no event exceed 80 per centum thereof.

(¢) The term “Federal grant-in-aid programs” as used in this
section means all Federal grant-in-aid programs in existence on or
before December 31, 1970, assisting in the acquisition of land or the
construction or equipment of facilities, including but not limited to
grant-in-aid programs authorized by title I of this Act and by the
following Acts: Federal Water Pollution Control Act; Watershed
Protection and Flood Prevention Act; title VI of the Public Health
Service Act: Vocational Education Act of 1963; Library Services
Act; Federal Airport. Act; part IV of title ITI of the Communications
Act of 1934; Higher Education Facilities Act of 1963: Land and
Water Conservation Fund Act of 1963 ; and National Defense Educa-
tion Act of 1958. The term shall not include any program in which
loans or other Federal financial assistance, except a grant-in-aid pro-

am, is authorized by this or any other Aect. Grants under this section
shall be made solely out of funds specifically appropriated for the pur-

of carrying out this section, and shall not be taken into account
in the computation of allocations among the States made pursuant to
any other provision of law.

(d) There is authorized to be appropriated to the Secretary to carry
out this title, for the two-fiscal-year period ending June 30, 1971, to be
available until expended, not to exceed $255.000,000, and for the

89



90

two-fiscal-year period ending June 30, 1973, to be available unfil
expended, not to exceed £305.000.000. After deducting such amounts
as are authorized to carry out subsections (a) (1) and (b) of section
505, the Secretary shall apportion the remainder of the sums appro-
priated under this authorization for any fiscal year to the regional
commissions, except that not less than 10 per centum nor more than
25 per centum of such remaining amount shall be allocated to any
one regional commission. All amounts appropriated under this
authorization for any fiscal yvear shall be apportioned by the Secre-
tary to the regional commissions prior to the end of the fiscal year
for which appropriated.

(e) An application for a girant under this section shall be made
through the State member of the commission representing such appli-
cant, and such State member shall evaluate the application for
approval. Only applications for programs and projects which are
approved by a State member as meeting the requirements for assist-
ance under this section shall be approved for assistance.

ANNUAL REPORTS

Skec. 510. Each regional commission established pursuant to this
Act shall make a comprehensive and detailed annual report each
fiscal year to the Congress with respect to such commission’s activities
and recommendations for programs. The first such report shall be
made for the first fiscal year in which such commission is in existence
for more than three months. Such reports shall be printed and trans
mitted to the Congress not later than January 31 of the calenda:
year following the fiscal year with respect to which the report is made.

COORDINATION

Seo. 511, The Secretary shall coordinate his activities in making

ts and loans under titles I and IT of this Act with those of each of

the Federal cochairmen in making grants under this title, and eack

Federal cochairman shall coordinate his activities in making grant:

under this title with those of the Secretary in making grants and loan:
under titles I and II of this Act.

ALASKA

Sec. 512, There is hereby authorized to be appropriated not to
exceed $500,000 for the two-fiscal-year period ending June 30, 1973,
to continue the Federal Field Committee for Development Planning
in Alaska for the purpose of planning economic development pro-
grams and projects in Alaska in cooperation with the government
of the State of Alaska. Nothing contained in this section shall be
construed as precluding the establishment of a regional commission
for Alaska,

REGIONAL TRANSPORTATION SYSTEMS

Sec. 513. (a) The Secretary of Transportation, acting jointly
with the regional commissions, 1s authorized to conduct and facilitate
full and complete investigations and studies of the needs of the eco-
nomic development regions established under this title for regional



transportation systems which will further the purposes of this Act,
and in connection thereswith, to carry out such demonstration projects
as he determines to be necessary to the conduct of such investigations
and studies. The Secretary of Transportation shall report to Congress
not later than January 10, 1971, the results of such investigations and
studies together with his recommendations and those of each regional
commission.

(b) There is authorized to be appropriated not to exceed $20,000,000
to carry out this section. Such amount shall be in addition to those sums
otherwise authorized to be appropriated to carry out this title.

TITLE VI—ADMINISTRATION

Sec. 601. (a) The Secretary shall administer this Aet and, with the
assistance of an Assistant Secretary of Commerce, in addition to those
already provided for, shall supervise and direct the Administrator
creat erein, and coordinate the Federal cochairmen appointed
heretofore or subsequent to this Act. The Assistant Secretary created
by this section shall be appointed by the President by and with the
advice and consent of the Senate and shall be compensated at the rate

rovided for level IV of the Federal Executive Salary Schedule.

uch Assistant Secretary shall perform such functions as the Secre-
ta:g may prescribe. There shall be appointed by the President, by
and with the advice and consent of the Senate, an Administrator for
Economic Development who shall be compensated at the rate pro-
vided for level V of the Federal Executive Salary Schedule who shall
perform such duties as are assigned by the Secretary.

(b} Paragraph (12) of subsection (d) of section 308 of the Federal
Executive Salary Act of 1964 is amended by striking out “(4)* and
inserting in lieu thereof * (5) .

(c) Subsection (e) of section 303 of the Federal Executive Salary
Act of 1964 is amended by adding at the end thereof the following new

paragraph: )
" (100§)Adm1mstrator for Economic Development.”
ADVISORY COMMITTEE ON REGIONAL ECONOMIC DEVELOPMENT

Sec. 602. The Secretary shall appoint a National Public .\dvisory
Committee on Regional Economic Development which shall consist
of twenty-five members and shall be composed of representatives of
labor, management, agriculture, State and local governments, and the
public in general. From the members appointed to such Committee
the Sceretary shall designate a Chairman. Such Commiitee, or any
duly established subcommittee thereof, shall from time tn time make
recommendations to the Secretary relative to the carrying out of his
duties under this Act. Such Committee shall hold not less than two
meetings during each calendar year.

CONSULTATION WITH OTHER PERSONS AND AGENCIES

Skc. 603. (a) The Secretary is authorized from time to time to call
together and confer with any persons, including representatives of
labor, management, agriculture, and government, who can assist in
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meeting the problems of area and regional unemployment or under-
employment. '

(b) The Secretary may make provisions for such consultation with
interested departments and agencies as he may deem appropriate in
the performance of the functions vested in him by this Act.

ADMINISTRATION, OPERATION, AND MAINTENANCE

Sec. 60+. No Federal assistance shall be approved under this Act
unless the Secretary is satisfied that the project for which Federal
assistance is granted will be properly and efficiently administered,
operated, and maintained.

TITLE VII-MISCELLANEOUS
POWERS OF SECRETARY

Skec. 701. In performing his duties under this Act, the Secretary is
authorized to—

(tlda-dopt, alter, and use a seal, which shall be judicially
noticed ;

2) hold such hearings, sit and act at such times and places,
and take such testimony, as he may deem advisable ;

(3) request directly from any executive department, bureau,
agency, board, commission, office, independent establishment, or
instrumentality information, suggestions, estimates, and statis-
tics needed to carry out the purposes of this Act; and each depart-
ment, bureau, agency, board, commission, office, establishment or

.instrumentality is authorized to furnish such information, sug-
gestions, estimates, and statistics directly to the Secretary;

(4) under regulations prescribed by him, assign or sell at public
or private sale, or otherwise dispose of for cash or credit, in his
discretion and upon such terms and conditions and for such con-
sideration as he shall determine to be reasonable, any evidence of
debt, contract, claim, personal property, or security assigned to or
held by him in connection with loans made or evidences of in-
debtedness purchased under this Act, and collect or compromise
all obligations assigned to or held by him in connection with such
loans or evidences of indebtedness until such time as such obliga.-
tions may be referred to the Attorney General for suit or collec-
tion;

(5) further extend the maturity of or renew any loan made or
evidence of indebtedness purchased under this Act, beyond the
periods stated in such loan or evidence of indebtedness or in this
Act, for additional periods not to exceed ten years, if such exten-
sion or renewal will aid in the orderly liquidation of such loan or
evidence of indebtedness;

(6) deal with, complete, renovate, improve, modernize, insure,
rent, or sell for cash or eredit, upon such terms and conditions and
for such consideration as he shall determine to be reasonable, any
real or personal property conveyed to, or otherwise acquired by
him in connection with leans made or evidences of indebtedness
purchased under this Act;



(7) pursue to final collection, by way of compromise or other
administrative action, prior to reference to the Attorney General,
all claims against third parties assigned to him in connection with
loans made or evidences of indebtedness purchased under this
Act. This shall include authority to obtain deficiency judgments
or otherwise in the case of mortgages assigned to the Secretary.
Section 3709 of the Revised Statutes, as amended (41 U.S.C. 3),
shall not apply to any contract of hazard insurance or to any
purchase or contract for services or supplies on account of prop-
erty obtained by the Secretary as a result of loans made or evi-
dences of indebtedness purchased under this Act if the premium
therefor or the amount thereof does not exceed $1,000. The power
to convey and to execute, in the name of the Secretary, deeds of
conveyance, deeds of release, assignments and satisfactions of
mortgages, and any other written instrument relating to real or
personal property or any interest therein acquired by the Secre-
tary pursuant to the provisions of this Act may be exercised by
the Secretary or by any officer or agent appointed by him for that
purpose without the execution of any express delegation of power
or power of attorney;

8) acquire, in any lawful manner. any property (real, per-
sonal, or mixed, tangible or intangible), whenever deemed neces-
sary or appropriate to the conduct of the activities authorized in
sections 201, 202, 301,403, and 503 of this Aet:

(9) in addition to any powers, functions, privileges, and
immunities otherwise vested in him, take any and all actions,
including the procurement of the services of attorneys by con-
tract, determined by him to be necessary or desirable in making,
purchasing, servicing, compromising, modifying, liquidating, or
otherwise administratively dealing with or realizing on loans
made or evidences of indebtedness purchased under this Act:

(10) employ experts and consultants or organizations therefor
as authorized by section 15 of the Administrative Expenses Act
of 1946 (5 U.S.C. 55a), compensate individuals so employed at
rates not in excess of 8100 perdiem, including travel time, and
allow them, while away from their homes or regular places of
business, travel expenses (including per diem in lieu of subsist-
ence) as authorized by section 5 of such Act (5 U.S.C. 73b-2) for
persons in the Government service employed intermittently, while
so employed : Provided, howerver, That contracts for such employ-
ment may be renewed annually:

(11) sue and be sued in any court of record of a State havin
neral jurisdiction or in any United States district court, an
jurisdiction is conferred upon such district court to determine such
controversies without regard to the amount in controversy: but
no attachment, injunction, garnishment, or other similar process,
mesne or final, shall be issued against the Secretary or his property.
Nothing herein shall be construed to except the activities under
this Act from the application of sections 507(b) and 2679 of title
28, United States Code, and of section 367 of the Revised Statutes

(5U0.S.C. 316) ; and

(12) establish such rules, regulations, and procedures as he may

deem appropriate in carrying out the provisions of this Act.
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PREVENTION OF UNFAIR COMPETITION

Sec. 702. No financial assistance under this Act shall be extended
to any project when the result would be to increase the production of
%:ods, materials, or commodities, or the availability of services or

acilities, when there is not sufficient demand for such goods, mate-
rials, commodities, services. or facilities, to employ the efficient
capacity of existing competitive commercial or industrial enterprises.

SAVING FROVISIONS

Sec. 703, (a) No suit, action, or other proceeding lawfully com-
menced by or against the Administrator or any other officer of the
Area Redevelopment Administration in his official capacity or in rela-
tion to the discharge of his official duties under the \Area Redevelop-
ment Act, shall abate by reason of the taking effect of the provisions of
this Act, but the court may, on motion or supplemental petition filed at
any time within twelve months after such taking effect, showing a
necessity for the survival of such suit, action, or other proceeding to
obtain a settlement of the questions involved, allow the same to be
maintained by or against the Secretary or the Administrator or such
other officer of the %epartment of Commerce as may be appropriate.

(b) Except as may be otherwise expressly provided in this Act, all
powers and authorities conferred by this Act shall be cumulative and
additional to and not in derogation of any powers and authorities
otherwise existing. All rules, regulations, orders, authorizations, dele-
gations, or other actions duly issued, made, or taken by or pursuant to
applicable law, prior to the effective date of this Act, by any agency,
officer, or office pertaining to any functions, powers and duties under
the Area Redevelopment Act shall continue in full force and effect
after the effective date of this Act until modified or rescinded by the
Secretary or such other officer of the Department of Commerce as, in
accordance with applicable law, may be appropriate.

TRANSFER OF FUNCTIONS, EFFECTIVE DATE, AND LIMITATIONS ON
ASSISTANCE

Skc. 704, (a) The functions, powers, duties, and authorities and the
assets, funds, contracts, loans, liabilities, commitments, authorizations,
allocations, and records which are vested in or authorized to be trans-
ferred to the Secretary of the Treasury under section 29(b) of the
Area Redevelopment Act, and all functions, powers, duties, and au-
thorities under section 29(c) of the Area Redevelopment Act are here-
by vested in the Secretary.

(b) The President may designate a person to act as Administrator
under this Act until the office is filled as provided in this Act or until
the expiration of the first period of sixty days following the effective
date of this Act, whichever shall first occur. While so acting such per-
son shall receive compensation at the rate provided by this Act for
such office.

(¢) The provisions of this Act shall take effect upon enactment un-
less herein explicitly otherwise provided.



(d) Notwithstanding any requirements of this Act relating to the
eligibility of areas, projects for which applications are pending before
the Area Redevclopment Administration on the effective date of this
Act shall for a period of one year thereafter be eligible for considera-
tion by the Secretary for sucfn assistance under the provisions of this
Act as he may determine to be appropriate.

(e) No financial assistance authorized under this Act shall be used
to finance the cost of facilities for the generation, transmission, or dis-
tribution of electrical energy, except on projects specifically autho-
rized by the Congress. or to finance the cost of facilities for the
production or transmission of gas (natural, manufactured, or mixed).

SEPARABILITY

Skc. 705. Notwithstanding any other evidence of the intent of Con-
it is hereby declared to be the intent of Congress that if any pro-
vision of this Act or the application thereof to any persons or circum-
stances shall be adjudged Ey any court of competent jurisdiction to be
invalid, such judgment shall not affect, impair, or invalidate the re-
mainder of this Act or its application to other persons and circum-
stances, but shall be confined in its operation to the provision of this
Act or the application thereof to the persons and circumstances directly
involved in the controversy in which such judgment shall have been

rendered.

APPLICATION OF ACT

Sec. 706. As used in this Act, the terms “State”, “States”, and
“United States” include the several States, the District of Columbia
the Commonrwealth of Puerto Rico, the Virgin Islands, Guam, and
American Samoa.

ANNUAL REPORT

Sec. 707. The Secretary shall make a comprehensive and detailed
annual report to the Congress of his operations under this Act for each
fiscal year beginning with the fiscal year ending June 30, 1966. Such
report shall be printed and shall be transmitted to the Congress not
later than January 3 of the year following the fiscal year with respect
to which such report is made.

USBE OF OTHER FACILITIES

Skc. 708. (a) The Secretary is authorized to delegate to the heads of
other departments and agencies of the Federal Government any of
the Secretary’s functions, powers, and duties under this Act as he may
deem appropriate, and to authorize the redelegation of such functions,

wers, and duties by the heads of such departments and agencies.

(b) Departments and agencies of the Federal Government shall
exercise their powers, duties, and functions in such manner as will assist
in carrying out the objectives of this Act.

(¢) Funds authorized to be appropriated under this Act may be
transferred between departments and agencies of the Government, if
such funds are used for the purposes for which they are specifically
authorized and appropriated.
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APPROPRIATION

Skc. 709. There are hereby authorized to be appropriated such sums
as may be necessary to carry out those provisions of the Act for which
ﬁi c authority for appropriations is not otherwise provided in this

. Appropriations authorized under this Act shall remain available
until expended unless otherwise provided by appropriations Acts.

PENALTIES

Sec. 710. (a) Whoever makes any statement knowing it to be false,
or whoever willfully overvalues any security, for the purpose of ob-
taining for himself or for any applicant any financial assistance under
section 101, 201, 202, or 403 or any extension thereof by renewal,
deferment or action, or otherwise, or the acceptance, release, or substi-
tution of security therefor, or for the purpose of influencing in any
way the action of the Secretary or for the purpose of obtaining
money, property, or anything of value, under this Act, shall be pun-
ished by a fine of not more than $10,000 or by imprisonment for not
more than five years, or both.

(b) Whoever, being connected in any capacity with the Secretary,
in the administration of this Act (1) embezzles, abstracts, purloins, or
willfully misapplies any moneys, funds, securities, or other things of
value, whether belonging to him or pledged or otherwise entrusted to
him, or (2) with intent to defraud the Secretary or any other body
politic or corporate, or any individual, or to deceive any officer,
auditor, or examiner, makes any false entry in any book, report, or
statement of or to the Secretary, or without being duly authorized
draws any order or issues, puts forth, or assigns any note, debenture,
bond, or other obligation, or draft, bill of exchange, mortgage, judg-
ment, or decree thereof, or (3) with intent to defraud participates or
shares in or receives directly or indirectly any money, profit, property,
or benefit through any transaction, loan, grant, commission, contract,
or any other act of the Secretary, or (4) gives any unauthorized
information concerning any future action or plan of the Secretary
which might affect the value of securities, or having such knowledge
invests or speculates, directly or indirectly, in the securities or property
of any company or corporation receiving loans, grants, or other assist-
ance from the Secretary, shall be punished by a fine of not more than
$10,000 or by imprisonment for not more than five years, or both.

EMPLOYMENT OF EXPEDITERS AND ADMINISTRATIVE EMPLOYEES

Skc. 711. No financial assistance shall be extended by the Secretary
under section 101, 201, 202, or 403 to any business enterprise unless the
owners, partners, or officers of such business enterprise (1) certify to
the Secretary the names of any attorneys, agents, and other persons
engaged by or on behalf of such business enterprise for the purpose
of expediting applications made to the Secretary for assistance of any
sort, under this Act, and the fees paid or to be paid to any such person;
and (2) execute an agreement binding such business enterprise, for a
period of two years after such assistance is rendered by the Secretary
to such business enterprise, to refrain from employing, tendering any



office or employment to, or retaining for professional services, any
person who, on the date such assistance or any part thereof was
rendered, or within one year prior thereto, shall have served as an
officer, attorney, agent, or employee, occupying a position or engaging
in activities which the Secretary shall have determined involve discre-
tion with respect. to the granting of assistance under this Act.

PREVAILING RATE OF WAGE AND FORTY-HOUR WEEK

Sec. 712. All laborers and mechanics employed by contractors or
subcontractors on projects assisted by the Secretary under this Act
shall be paid wages at rates not less than those prevailing on similar
construction in the locality as determined by the Secretary of Labor in
accordance with the Davis-Bacan Act, as amended (40 U.8.C. 276a-
2760~5). The Secretary shall not extend any financial assistance under
section 101, 201, 202, or 403 for such project without first obtaining
adequate assurance that these labor standards will be maintained
upon the construction work. The Secretary of Labor shall have, with
respect to the labor standards specified in this provision, the au-
thority and functions set forth in Reorganization Plan Numbered 14
of 1950 (15 F.R. 3176; 64 Stat. 1267 5 U.S.C. 133z-15), and section
2 of the Act of June 13, 1964, as amended (40 U.S.C. 276c).

RECORD OF APPLICATIONS

Sec. T13. The Secretary shall maintain as a permanent part of the
records of the Department of Commerce a list of applications ap-
proved for financial assistance under section 101, 201, 202, or 403,
which shall be kept available for public inspection during the regular
business hours of the Department. of Commerce. The following infor-
mation shall be posted in such list as soon as each application is
approved; (1) the name of the applicant and, in the case of corporate
applications, the names of the officers and directors thereof, (2) the
amount and duration of the loan or grant for which application is
made, (3) the purposes for which the proceeds of the loan or grant are
to be used, and (4) a general description of the security offered in the
case of a loan. ,

RECORDS AND ATUDIT

Skec. 714. (a) Each recipient of assistance under this Act shall kee
such records as the Secretary shall prescribe, including records whicg
fully disclose the amount and the disposition by such recipient of the
proceeds of such assistance, the total cost of the project or undertaking
In connection with which such assistance is given or used, and the
amount and nature of that portion of the cost of the project or under-
taking supplied by other sources, and such other records as will facili-
tate an effective audit.

(b} The Secretary and the Comptroller General of the United
States, or any of their duly authorized representatives, shall have
access for the purpose of audit and examination to any books, docu-
ments, papers, and records of the recipient that are pertinent to assist-
ance received under this Act.
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CONFORMING AMENDMENT

Sec. 715. All benefits heretofore specifically made available (and
not subsequently revoked) under other Federal programs to persons
or to public or private organizations, corporations, or entities in areas
designated by the Secretary as “redevelopment areas™ under section 5
of the Area Redevelopment Act, are hereby also extended, insofar as
practicable, to such areas as may be designated as “redevelopment
areas” or “economic development centers™ under the authority of sec-
tion 401 or 403 of this Act: Provided. however, That this section
shall not be construed as limiting such administrative discretion as
may have been conferred under any other law.

EC. 716, All financial and technical assistance authorized under
this Act shall be in addition to any Federal assistance previously
authorized, and no provision hereof shall be construed as authorizing
or %ermitt-ing any reduction or diminution in the proportional amount
of Federal assistance to which any State or other entity eligible under
ti:lis Act would otherwise be entitled under the provisions of any other

ct.

P.L. 91-304, 91st Congress, H.R. 15712, approved July 6, 1970

Section 2. Notwithstanding section 402 of the Public Works and
Economic Development Act of 1965 {42 U.S.C. 3162), no area desig-
nated as a redevelopment area for the purposes of such Act shall
have such designation terminated or modified in accordance with
such section after May 1, 1970, and before June 1, 1972, unless the
local governing body of the county qualified under existing criteria
for de-designation specifically requests de-designation action.*

P.L. 92-65, 92nd Congress, S. 2317, approved August 5, 19712

Section 112. No person in the United States shall, on the ground
of sex, be excluded from participation in, be denied the benefits of,
or be subjected to dis¢rimination under any program or activity
receiving Federal financial assistance under the Public Works and
Economic Development Act of 1965.

1PL. 91304, section 2 and P.L. 92.65, section 112 affect EDA but were nat in-
corporated as amendments into P.L. 89-136, Public Works and Economic Develop-
ment Act of 1965.

1p 1. 91.304, section 2 was amended by P.L. 92-65, section 111 which amendment
has been incorporated above.

3 See footnote 1, supra.
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References to Public Laws

P.L. 89-136, approved August 26, 1965.
Legislative History: )
House Report No. 539 (Comm. on Public Works).
Senate Report No. 193 (Comm. on Public Works).
Congressional Record, Vol. 111 (1965):
May 26, 27: Considered in Senate.
June 1: Considered and passed Senate.
Aug. 11: Considered in House.
Aug. 12: Considered and passed House, amended.
Aug. 16: Senate concurred in House amendment.

P.L. 89-794, approved November 8, 1966.
Legislative History:
House Reports No. 1568 (Education and Labor) and No. 2298
{Comm. of Conference).
Senate Report No. 1666 (Comm. on Lakor and Public Welfare).
Congressional Record, Vol. 112 (1966):
Sept. 26-29: Considered in Senate.
Sept. 30: Considered and passed Senate.
Oct. 3, 4: Senate agreed to conference report.
Oct. 18: Considered in House.
Oct. 20: Considered and passed House.

P.L. 90-103,-approved October 11, 1967.
Legislative History:
House Reports No. 548 (Comm. on Public Works) and No. 706
(Comm. of Conference).
Senate Report No. 159 (Comm. on Public Works).
Congressional Record, Vol. 113 (1967):
Apr. 26: Considered in Senate.
Apr. 27: Considered and passed Senate.
Sept. 13, 14: Considered and passed House, amended.
Sept. 28: House agreed to conference report.
Sept. 29: Senate agreed to conference report.
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P.L. 91-123, approved November 25, 1969.
Legislative History: :
House Reports No. 336 {Comm. on Public Works) and No. 614
(Comm. of Conference).
Senate Report No. 201 (Comm. on Public Works).
Congressional Record, Vol.115 (1969):
July 8: Considered in Senate.
July 15: Considered in House,
Nov. 5: Considered and passed Senate.
Nov. 19: Considered and passed House.

P.L. 81-304, approved July 6, 1970.
Legislative History:
House Report No. 91-1097 (Comm. on Public Works).
Senate Report No. 91-984 (Comm. on Public Works).
Congressional Record, Vol. 116 (1970):
June 8: Considered and passed House.
June 28: Considered and passed Senate.

P.L. 92-65, approved August 5, 1971,
Legislative History:
House Report No. 92-372 accompanying H.R. 9922 (Comm. on
Public Works).
Senate Report No.92-273 (Comm. on Public Works).
Congressional Record, Vol. 117 (1971):
July 21: Considered and passed Senate.
July 28: Considered and passed House, amended, in lieu of H.R.

July 30: Senate concurred in House amendment,

Weekly Compilation of Presidential Documents, Vol. 7, No. 32:
Aug. 5, Presidential statement.
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U.S. POLICY FOR ECONOMIC DEVELOPMENT IN DISTRESSED AREAS

ABSTRACT

The intentions of this report are to investigate the legislative back-
ground of the Economic Development Administration and the regional economic
development commissions; and discuss their programs for aid to distressed areas.
The report also explains and interprets the "growth center" strategy and the
"worst first" strategy, two of the more controversial policies currentlv in use.
Research conducted in preparation for éhis report consisted primarily of readings
from books .and periodicals dealing with the subject; plus interviews with persons
familiar with the subject.

Since its inception in August of 1965, the Economic Development Administration
has recognized as its mission the task of enhancing the national economy by as-
sisting areas of substantial and persistent unemplo?ment to achieve lasting economic
improvement through the establiéhment of stable, diversified and strengthened local
economies. The core objective of the EDA has been to revitalize certain decision-
making locations which would stagnate without some assistance.

Much of the credit for early legislation dealing with the regional approach
to redeveloping distressed areas may be accorded the immense problems of poverty
and deprivation created by the Great Depression of the 1930's, The Area Redevelop-
ment Act of 1961 authorized the Area Redevelopment Administration. It soon became
evident that tﬁis essentially experimental program of Federal assistance was pro-
ducing only modest results. The Area Redevelopment Act was due to expire in 1965.
After considerable legislative hassle, its replacement, the Public Works and
Economic Development Act; was passed in August of that year. In the EDA programs,

the Federal role generally has been to provide advice on redevelopment planning



and to advance "seed capital™. The EDA ﬁrograms are designed to fulfill the
goals and objectives of the agency. EDA funds approved for community, county,
and multicounty projects generally fit into one of three categories: 1) public
works grants and loans, 2) business loans and working capital guarantees, and
3) technical assistance and planning grants.

Three categories of areas eligible for EDA assistance are: 1) redevelopment
areas, 2) economic development districts and 3) special impact areas. A redevelop-
ment area may be a county, labor area, municipality of not less than 250,000 in-
habitants, Indian reservation, or a special impact area of unusual or abrupt rise
in unemployment. Each economic development district must include at least two
redevelopment areas and an urban center of less than 250,000 people. The desig-
nation of special impact areas has given many metropolitan areas an opportunity
to participate in EDA programs.

Increased funding of redevelopment programs, with funds from similar or
conflicting programs in Federal agencies being used to assemble these programs
into one single agency, is seen as a more comprehensive approach to redevelopment
of distressed areas.

Title V of the 1965 Act authorizes the Secretary of Commerce to designate
multistate economic development regions. So far, seven such regions encompassing
parts or all of 37 States, have been designated. There exists no ¢lear operating
relationship between the commissions and EDA in the planning and supervision of
expenditures. The result is that EDA and Title V funds often work against each
other in the pursuit of different, if notroﬁposing, economic goals. Section 503
of the 1965 Act requires that each commission initiate and coordinate the pre-
paration of a comprehensive long-range economic development program, including
the development of a comprehensive long-range economic plan approved by the Secre-

tary of Commerce. These plans have been basasd on the philosophy that distressed



areas primarily need investment capital,.rather than programs for human resources
dévelopment.

This report advocates the areal expansion of the present regional commissions,
plus the addition of one or two new ones; to encompass all of the United States.
A maximum of nine or ten regional commissions, with Federal and State Co-chairmen
as their heads, is suggested. These leaders should be responsible directly to the
President, such as the Appalachian Regional Commission operates at present.

Considerable disagreement exists as to whether a "growth center" strategy
is the proper course for the nation to follow. UControversy slso exists concerning
the justification for investing in the redevelopment of distressed areas versus
investing in the continued growth of existing migration centers. Proposed "growth
centers” located in sparsely settled areas of the Great Plains would necessarily
need to be much smaller than those located 1n more densely popul ated regions of the
nation. The EDA, the States, and the regional commissions have not recognized the
significance of educational and other cultural amenities when developing policies
for directing investment into cities and towns with the ambition of influencing
popul ation settlement patterns.

Continuation of a “"growth center" strategy, most appropriately aimed at the
205 cities outside urbanized areas with a 1970 population of 25,000 or more, and
located within or adjacent to regions characterized as distressed areas, is
suggested. Under no circumstances should a "growth center" be selected that has
a population of less than 1,000, due to the great extent of disECOnomieé present,
the inefficient and unproductive results of the past, and the uncertainty that a
spread of economi¢ growth will occur in the surrounding region.

The "worst first" strategy refers to the selection of redevelopment areas
for assistance on a priority basis. Those redevelopment areas which are charac-

terized by the highest unemployment rates or the lowest per capita family income



are the first selected for redevelopment projects. This paper advocates the
dévelopment of a "worst first" strategy for funding of projects located in re-
development areas and sub-State planning districts based on a concept that would
recognize areas that could not be redeveloped; as judged by its economic base,
population density, quality of human resources; and other relevant criteria.

An increasing awareness of the need for Federal, State and local coordi-
nation in distressed area redevelopment has led to a reconsideration of the
current process of regional economic development. This awareness of the need for
a new approach to the problems of distressed areas is not limited to programs for

distressed areas.



