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ECONOMIC DEVELOPMENT PARTNERSHIP
ACT, S. 1647

TUESDAY, JULY 14, 1998

U.S. SENATE,
COMMITTEE ON ENVIRONMENT AND PuBLIC WORKS,
SUBCOMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE,
Washington, DC.

The subcommittee met, pursuant to notice, at 9:35 a.m. in room
406, Senate Dirksen Building, Hon. John Warner [chairman of the
subcommittee] presiding.

Present: Senators Warner, Baucus, Lieberman, Boxer, Wyden,
and Chafee [ex officio].

OPENING STATEMENT OF HON. JOHN W. WARNER,
U.S. SENATOR FROM THE COMMONWEALTH OF VIRGINIA

Senator WARNER. The hearing will come to order.

Good morning, everyone. This morning the subcommittee will
focus on the reauthorization of the Economic Development Admin-
istration under the aegis of the Department of Commerce, and we
welcome a very celebrated and well-known Secretary at the mo-
ment and | think for the indefinite future.

The Economic Development Administration has made many valu-
able contributions to communities throughout the Nation. EDA is
a small but very, very important agency that contributes signifi-
cantly to the economic growth and expansion all across our Nation.

The Economic Development Administration maintains the task of
saving and creating jobs in areas that are economically distressed.
To meet these objectives, EDA provides assistance to distressed
States and localities through grants for public infrastructure, eco-
nomic adjustment, planning, and technical assistance, all of which
are intended to promote a transition to long-term employment and
growth.

Through these programs EDA fulfills a key function in providing
State and local Governments, nonprofit organizations, and public
institutions with vital economic grants and technical assistance.
These grants are given on a cost-shared basis, with the Federal/
non-Federal ratio varying according to the program. EDA grants
focus on a number of different programs administered by the As-
sistant Secretary, who will be testifying before us today as well as
the Secretary. Many States, the Commonwealth of Virginia in-
cluded, have benefited greatly from these programs.

Grants provided under public works programs give seed moneys
for infrastructure projects intended to help these distressed com-
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munities support private-sector investments. Grants allow commu-
nities to meet economic challenges in a variety of ways, making
public works improvements to attract new businesses, like indus-
trial parks, providing technical assistance and planning grants that
allow a community to plan for its future.

Since 1982, the Economic Development Administration has been
functioning without authorization, rather through appropriations
under the Commerce/Justice/State Appropriations Subcommittee.
Our hearing today will focus on the need for a reauthorization of
EDA, the future mission of the EDA in helping communities help
themselves.

I thank the distinguished Chairman and Ranking Member for
supporting this subcommittee Chairman in recognizing we ought to
try hard this year to get a reauthorization. | thank you.

Mr. Chairman?

OPENING STATEMENT OF HON. JOHN H. CHAFEE,
U.S. SENATOR FROM THE STATE OF RHODE ISLAND

Senator CHAFEE. Thank you very much, Mr. Chairman. | want
to thank you as Chairman of this subcommittee for holding this
hearing today. I'm pleased to join in the welcome that you have ex-
tended to Secretary Daley and Assistant Secretary Singerman. Sec-
retary Daley and | go back a ways. I'll never forget when he was
good enough in the fall of 1993 to come up to Providence, Rhode
Island, where we conducted a rally for NAFTA in which he spoke
very persuasively in one of our major plants. It was a big success.
Again, Mr. Secretary, | want to thank you for having done that.

Also, I'm informed that the Secretary has not one but two chil-
dren, one graduated and another one there now, at Providence Col-
lege in my State. So, we look at him as——

Senator WARNER. Really? Is there a shortage of institutions in
Delaware?

[Laughter.]

Senator CHAFEE. He likes to have his children get around and
see different parts of the country, and we're very grateful that he’s
chosen Providence College.

Your testimony will be very helpful to the full committee as we
consider, following the actions of this subcommittee, whether to
proceed with the reauthorization of the EDA. As you all know,
EDA, as the Chairman mentioned, has not been reauthorized since
1982. And although the Environment and Public Works Committee
did report a bill out in 1994, it didn't clear the Senate and didn’t
end up becoming law.

I want to be up front with everyone here as regards my position
on EDA. | have historically not been a big fan of EDA. As a matter
of fact, in 1985, I'm admitting this now because somebody else will
discover it if I don't, I sponsored an amendment to eliminate EDA.
But in recent years, I've taken notice of the changes in the agency,
under Mr. Singerman and the leadership of Secretary Daley, and
it's efforts to streamline its operations, target its efforts toward
truly distressed communities. I've come to believe that we should
move forward with a reauthorization bill that locks in some of the
changes that have been undertaken.
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So over the past few weeks, I've been reviewing S. 1647, the leg-
islation before us today, and have been working with the Chair-
man, and will continue to do that, with hopes that we can enact
an EDA reauthorization bill this year. I'm for that and I'll do all
I can to see that it gets done.

I want to thank you, Mr. Chairman, for taking the leadership
here.

Senator WARNER. Thank you.

Would others care to make any opening remarks?

Senator Baucus. Mr. Chairman?

Senator WARNER. Senator Baucus.

OPENING STATEMENT OF HON. MAX BAUCUS,
U.S. SENATOR FROM THE STATE OF MONTANA

Senator Baucus. Thank you. Mr. Chairman, | want to thank you
very much for holding this hearing. | want to particularly thank
the full committee chairman for his very wise reevaluation of the
program.

Senator CHAFEE. Reformation.

Senator Baucus. It really is a hallmark of sort of the ability of
the Senator from Rhode Island to not be locked into something in
an unthinking way but to look at programs on the merits and look
at new evidence and new circumstances and do what's right. | real-
ly appreciate your statement, Mr. Chairman. It means a lot to me,
as | know it does to many others on this committee.

I also want to thank you for you for holding this hearing.

Mr. Chairman, | think it's particularly important that we reau-
thorize EDA because the program has done so well for so many
people in so many parts of the country, and because if we don't the
program is no longer going to be in the jurisdiction of this commit-
tee. It's going to be basically up to the vagaries of the Appropria-
tions Committee, particularly in years when budgets are pretty
thin. For those reasons, | strongly urge this committee to report
out a bill reauthorizing the Economic Development Administration.

Since its inception in 1965, Mr. Chairman, | believe EDA has es-
tablished a very impressive track record of helping communities
help themselves. That's what it does—it helps communities help
themselves. EDA programs, whether they are grants or loans, help
communities bootstrap their own efforts to meet economic chal-
lenges in a variety of ways—making public works improvements,
attracting businesses, providing technical assistance, planning
grants, and tailoring a whole host of various programs to meet the
specific circumstances of a community.

In Montana, EDA has been a very powerful ally in responding
to changes in economic conditions. One example is in the restruc-
turing of Malmstrom Air Force Base. Through EDA, particularly
with the Revolving Loan Fund grant, EDA has been helping that
community undertake a defense conversion project. It was the sin-
gle military facility in our State. Hundreds of jobs were lost in
downsizing the Air Force Base, but the EDA Revolving Loan Grant
fund provided for the Great Falls community will enable three
firms to locate and employ over 750 people.

In this regard, 1 want to particularly thank Mr. Phil Singerman,
who was in Great Falls a couple of times to see first-hand the



4

needs of the community. Therefore, the community is in a much
better position to help provide assistance. | can tell you, Mr.
Singerman, people of Great Falls are very appreciative of EDA.

I might also say, Mr. Chairman, EDA has been extremely helpful
in supporting the development of a major new company in Butte,
Montana. When plant construction is completed it will make the
silicon used to make silicon wafers. EDA provided the seed money
from the Revolving Loan Fund and enabled the community of
Butte, Montana, to provide certain economic incentives. This firm
will make 25 percent of all the silicon used in silicon wafers in the
world. It's a huge new plant. I must say that it's not an American
plant, it's a company setting up an American subsidiary. But this
plant, which is much larger of the two plants—the other one will
be in Idaho—will provide 25 percent of all the silicon used in sili-
con wafers in the world. That's largely because of EDA. EDA didn't
build the plant, but provided the seed money for a revolving loan,
which enabled the economic development organization in Butte to
find the company. Because of EDA’s help, no doubt about it, this
happened.

I could go on and list other areas in the country. For example,
when Hurricane Andrew devastated so much of Florida, EDA was
there. In the Midwest, EDA has been helping those areas affected
by disastrous floods. And one small community in Montana called
Libby——the Chairman of the subcommittee might have some idea
of where Libby is.

Senator WARNER. | do. Very good fishing.

Senator Baucus. | thought he did. Libby was a lumber town. A
huge mill there is almost gone. Libby was just really struggling.
EDA and the former Farmer's Home Administration provided seed
money for a revolving loan fund. The community worked together
and they are attracting new business. But were it not for EDA,
those poor people in Libby would be facing very difficult plight.

Mr. Chairman, | thank you for holding this hearing. | strongly
urge this committee to report out a bill. We need some changes, ob-
viously, to tailor it to the 1990's and the next century, but it's a
program that's very, very worthwhile.

Senator WARNER. | thank you, Mr. Baucus. Your sincerity and
enthusiasm are conveyed in your remarks.

Are others wishing to speak for a minute?

OPENING STATEMENT OF HON. JOSEPH I. LIEBERMAN,
U.S. SENATOR FROM THE STATE OF CONNECTICUT

Senator LIEBERMAN. | do, Mr. Chairman. A minute? Thanks, Mr.
Chairman. Welcome to Secretary Daley and Secretary Singerman.
And thank Senator Chafee, too, for his statement. It struck me that
the message there is that not only is Senator Chafee is getting
older and wiser, which we all are familiar with from our service,
particularly wiser, but also that EDA has gotten better. That's the
cause for his change of feeling about EDA. | do think this reauthor-
ization puts into law the expression of growing bipartisan congres-
sional satisfaction with what EDA is doing, but also formalizes and
institutionalizes some of the changes that have occurred that have
been the reason for the growing support.
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It is a particularly appropriate time for us to reauthorize EDA
after all these years without a reauthorization because of the re-
markable state that our economy is in. It's an extraordinary time
of growth and optimism. But there are still parts of our country
that are not sharing in that growth and they need some extra help.

I can tell you that in Connecticut we have the highest average
per capita income in the country, but we've got some of the poorest
cities in the country as well. | see even in those cities now the be-
ginning of development and change and growth. And in just about
every case, EDA has been there with just that additional invest-
ment that has made some critical growth possible. Secretary
Singerman, | thought he only visited Connecticut that often. I'm
very impressed that you've been to Montana. His in-laws live in
Connecticut, so | understand why he comes there.

Senator Baucus. If the Senator will yield. He very wisely divides
his time between the State with the highest income per capita and
the State with the lowest income per capita. This way it averages
out a little bit.

[Laughter.]

Senator LIEBERMAN. Got it. He was in Hartford a while ago.
Here’s a project called Vita Root, an old abandoned industrial facil-
ity, just a big old factory lying there just dragging down a neigh-
borhood, and there comes along one of the Lord’s true servants, Fa-
ther Tom Berry, just a wonderful man, whose parents worked in
that factory and he has a dream that he's going to revive it and
bring it back and make it a center of economic activity and help
revive the whole neighborhood. And a few weeks ago, Secretary
Singerman came in and announced an EDA grant which is going
to make that possible. So, thanks.

EDA happens to be, as I look across the Federal Government, the
only agency of the Federal Government that is focused on, charged
with stimulating industrial and commercial growth in economically
distressed areas. This agency is really focused on making that
great statement of President Kennedy's true, which is that a rising
tide raises all boats. Well, some of those boats stuck at the bottom
need a little extra help, and | think that's what EDA is all about.

So | appreciate the committee’s interest in moving this reauthor-
ization. | look forward to supporting it. Thank you, Mr. Chairman.

[The prepared statement of Sen. Lieberman follows:]

STATEMENT OF HON. JOSEPH LIEBERMAN, U.S. SENATOR FROM THE STATE OF
CONNECTICUT

I would like to thank Senators Warner and Baucus for allowing me to speak for
a few minutes this morning. I'm an enthusiastic supporter of EDA and its work.
Phil Singerman and | were in Connecticut just 2 weeks ago at Veeder Root Place
in Hartford where, with the help of EDA grants, an old factory in a run down neigh-
borhood is being revitalized.

Connecticut has the highest per capita income in the country, but has two of the
poorest cities in America. We all have face problems with urban decay in our States.
Manufacturing and industry, which used to be the centerpiece of economic activity
and employment in our inner cities, have largely disappeared. Hartford has seen 30
percent of its factory and business sites disappear since 1986. With the loss of man-
ufacturing went good jobs, wholesale trade, retail businesses and a large source of
local tax revenues.

We all know of one-factory towns where the factory has closed down, destroying
the economic base of the town. When Windham Mills—mills built over 100 years
ago that produce thread—closed down in Windham, Connecticut, no other industry



6

moved in, leaving Windham with the highest unemployment rate in the State and
forcing workers to look for jobs in other locales. EDA is working with the town on
a $1 million grant to help revitalize the area.

EDA is the only agency of the Federal Government that is charged with stimulat-
ing industrial and commercial growth in economically distressed areas of the United
States. | have really appreciated their work in Connecticut. But most of all, | appre-
ciate that they work with the community. They work with the community to help
them develop a plan that will bring back business activity, and with it, good jobs
for people in the community. They work with the local government to fill out those
endless applications. They help guide them through the process—something at
which the Federal Government does not always excel. With the proposed legislation,
EDA is making the application process even easier by making eligibility: uniform
for all programs and allowing for self-certification by applicants.

| wanted to commend Phil Singerman and the rest of the EDA staff for the job
they are doing. | think its time we passed reauthorization for EDA. Thank you.

Senator WARNER. Mr. Wyden?

OPENING STATEMENT OF HON. RON WYDEN,
U.S. SENATOR FROM THE STATE OF OREGON

Senator WyYDEN. Thank you, Mr. Chairman. I'll be very brief. I,
too, want to express my appreciation to you and Chairman Chafee
for holding this hearing. It is an especially important program be-
cause it deals with the Northwest economic initiative.

As you know, you recently got a letter from Senator Gorton, Sen-
ator Smith, Senator Murray, and myself expressing our concern
about the funding levels for this program. In our State, we've got
seven counties with unemployment at least twice the national aver-
age as a result of dislocations, particularly in timber and in salmon
fishing. The Governors of our region feel very strongly that after
they signed a Memorandum of Understanding indicating that there
would be $3 million in funding per year for this, there has been sig-
nificantly less funding forthcoming.

In a lot of ways, this is a great compliment to all of you because
they think the program has been a huge success and they've been
able to use the money very well. We're very hopeful, the four Sen-
ators from the Pacific Northwest, on a bipartisan basis, that we
will be able to work it out with you all to get the full funding for
this program.

Finally, let me say we're especially glad to have Secretary Daley
here. He does so much good work on so many issues, be it the
internet or economic development, a variety of other issues, and we
want to welcome him here this morning. I'm going to have to also
be in an aviation subcommittee hearing this morning, Mr. Sec-
retary, and I'll be submitting some questions to you in writing. |
look forward to working with you. Thank you, Mr. Chairman.

Senator WARNER. Thank you.

Yes, indeed?

OPENING STATEMENT OF HON. BARBARA BOXER,
U.S. SENATOR FROM THE STATE OF CALIFORNIA

Senator Boxer. Mr. Chairman, | will speak for 1 minute, as |
rush off to an appropriations markup on transportation, and would
ask unanimous consent that my entire statement be placed in the
record.

Senator WARNER. Without objection.

Senator Boxer. | wanted just to join the praise that my col-
leagues have put out here since | arrived. This is an agency that
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is working. Some 99 percent of EDA projects completed as planned,
91 percent completed on time, and 52 percent under budget. It's
really a remarkable story to tell; every $1 million in EDA funding
increasing the local tax base by $10 million, and the number of jobs
doubled in the 6-years after project completion. And we have story
after story to tell.

In my great State which has these pockets of prosperity and
pockets of problems for many of the reasons, but one reason has
been the change in the Defense Department and the shut downs
of so many bases in California. Mr. Chairman, I'll tell you, it has
been brutal. And so the one quick case I'll put out is the case of
Castle Air Force Base, the biggest employer in Merced County with
more than 5,000 military personnel and 1,000 civilian workers. It
pumped $250 million into the area’s economy. When the base
closed in 1995 the unemployment rate skyrocketed to 17.6 percent.
At that time, California wasn't doing that well anyway, but this
was just out of sight.

EDA did not wait until the base was shuttered. They came in
and they awarded Merced County $1 million for a revolving fund.
It may not seem like a lot, but we also pumped in $2.6 million for
sewer construction, and then another $4.3 million for the develop-
ment of the US Aviation Discovery Exposition Center on the
grounds of the former base as a tourist attraction. And it is so ex-
citing. Forty-four businesses have been lured to the base, Mr.
Chairman, creating 1,900 new jobs in 2 years and more than 90
percent of the existing buildings are leased, and the aviation com-
plex is expected to draw 300,000 visitors by the year 2000.

In my statement, | have other examples. But I'm very, very
proud to have an opportunity to vote for this reauthorization.
Thank you.

Senator WARNER. | thank the Senator.

[The prepared statement of Senator Boxer follows:]

STATEMENT OF HON. BARBARA BOXER, U.S. SENATOR FROM THE STATE OF
CALIFORNIA

Mr. Chairman, thank you for the opportunity to comment on the reauthorization
of the Economic Development Administration, or EDA. First, allow me to give you
an example of how EDA has helped a community in California.

In 1991, DOD announced the closure of Castle Air Force Base, the biggest em-
ployer in Merced County, CA with more than 5000 military personnel and 1000 ci-
vilian workers. The base pumped nearly $250 million annually into the area’s econ-
omy. When the base closed in 1995, the county’'s employment rate skyrocketed to
17.6 percent, double that of the State of CA.

EDA did not wait, however, until the base was shuttered to begin helping with
economic conversion of the facility. In 1993, EDA awarded Merced County $1 mil-
lion for a revolving fund loan to assist in business development and awarded the
city of Atwater $2.6 million for sewer construction. In 1995 and 1998, EDA awarded
a total of $4.3 million for the development of the U.S. Aviation Discovery Exposition
Center on the grounds of the former base as tourist destination.

So far, 44 businesses have been lured to the base creating some 1,900 new jobs
in just 2 years. More than 90 percent of the existing buildings are leased. And, the
aviation complex is expected to draw up to 300,000 visitors by the year 2000.

Over the last 33 years, EDA has invested more than $1.6 billion in needy commu-
nities throughout California, representing over 2700 projects. EDA has been instru-
mental in California by helping communities rebound after a military base or manu-
facturing plant closing. EDA has helped communities in California recover from the
1990 and 1994 earthquakes, as well as the 1992 L.A. riots. | cannot even begin to
tell you how important economic recovery is to the emotional well-being of a commu-
nity ravaged by natural disaster or a base closing.
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What is even more compelling to me is the efficiency by which the Agency has
carried out its mission:

* 99 percent of EDA projects were completed as planned;
91 percent were completed on time;
52 percent were completed under budget;
327 jobs were created or retained for every $1 million in EDA investment;
Every $1 million in EDA funding leveraged $10.08 million in private-sector in-
vestment;
« Every $1 million in EDA funding increased the local tax base by $10.13 million;
and the number of jobs doubled in the 6-years after project completion;
» All government agencies should be as efficient as EDA.

It is important to note that EDA does not bail out a community. It gives the com-
munity tools by which they can create their own recovery and security.

EDA has given real help to the poorest communities of California. Mr. Chairman,
| strongly support the reauthorization of the Economic Development Administration
and urge everyone on the Subcommittee to support the passage of S. 1647 as well.
Thank you Mr. Chairman.

Senator WARNER. Mr. Secretary, we finally come to you. | would
want to once again acknowledge how memorable my experiences
were working with your father in 1975-76. He left a profound in-
fluence on this very young aspiring political figure in those days.
And | think you've carried the mantle with great humility and dig-
nity.

Secretary DALEY. Thank you very much, Mr. Chairman, | appre-
ciate those kind words.

STATEMENT OF HON. WILLIAM DALEY, SECRETARY,
DEPARTMENT OF COMMERCE

Secretary DALEY. Thank you, Mr. Chairman, Chairman Chafee,
and Ranking Minority member Baucus, Senator Lieberman, and
the other members of the committee who were here. |1 thank you
all for scheduling this hearing.

Joining me, as you know, is Assistant Secretary of Commerce for
Economic Development Administration, Phil Singerman, who |
must say at this early stage in my brief remarks has done a re-
markable job for the EDA and for the Department of Commerce.
He represents our entire department well and we are extremely
proud of him and the team that he’s put together.

I'm pleased to testify on behalf of the Economic Development
Partnership Act of 1998, which does reauthorize for 5 years the
Economic Development Administration. My message is clear and
short. This legislation is critical to our ability to efficiently help our
Nation’s distressed communities.

It is my goal as Secretary to run a department that is efficient,
cost-effective, and productive for the American people. And EDA
clearly achieves all of these goals. Ninety-nine percent of its public
works projects, as has been stated, have been completed as
planned. Since President Clinton took office, the agency has cut the
number of political positions from 14 to 5, and has cut the number
of regulations by 60 percent. This is a leaner EDA that has learned
how to do more with less. But most importantly, it knows how to
expand opportunities for the American citizens who need it most.

Let's be frank, there has been criticism that this program is
pork. That with an economy as strong as ours, communities do not
need help developing their infrastructure or attracting new busi-
nesses. The fact is that these funds are predominantly invested in
areas where the unemployment rate is 40 percent higher than the
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national average and per capita incomes are 40 percent below aver-
age.

The fact is that a thriving community 1 day can be a distressed
one the next. All it takes is a military base closure, a defense in-
dustry downsizing, Department of Energy reduction, or a natural
disaster. As Chairman Chafee knows first-hand, that happened in
Narragansett overnight when suddenly an oil spill hurt the fishing
and tourism industry. But within 30 days we gave a $1 million
grant to get the community back on its feet and therefore develop
recovery plans.

I've also heard criticism that some of these are make-work
projects; all they do is create short-term construction jobs. This is
not so. These programs create permanent jobs. The fact is that 6
years after the projects are completed, on average, the number of
local jobs have doubled. As Senator Boxer stated, for every $1 mil-
lion Congress authorizes to fund an EDA project, that leverages
$10 million in private-sector investment.

EDA’'s programs do work. Take Grand Forks, North Dakota.
After those terrible floods in 1997 that devastated North Dakota,
South Dakota, and Minnesota, we came in with a $3 million grant
to construct two professional buildings in downtown Grand Forks.
Community leaders and political leaders have come in and told me
that if it hadn’t been for this investment businesses would have left
downtown and the people of Grand Forks, who had already lost so
much and suffered so much, would have lost their central business
district and, therefore, a central part of their lives.

Or take the Center for Employment Training in Santa Clara,
California. EDA grants totaling $4 million over the last few years
were used to convert an abandoned high school in a highly dis-
tressed Hispanic neighborhood into one of the most successful voca-
tional training facilities in California. The Center has now ex-
panded its programs to include a culinary school, medical assistant
training, and every student graduates into a job.

Another example is our $2 million grant to help Portland State
University build a distance learning center. It will link the Univer-
sity’s educational programs with rural and remote areas of Oregon
so underemployed and unemployed people there can have access to
academic, business, and vocational training.

I believe that in the future what we do at EDA will be even more
important. In this new economy, the pace of globalization and tech-
nology development will accelerate. We will see constant restruc-
turing of firms and industries and all this will require our Nation’s
communities to be more flexible, innovative in creating jobs and at-
tracting private-sector investment. And a new EDA will be there to
help.

This agency has reformed for the better, and this legislation will
allow it to reform even more. It will reduce our paperwork, it en-
courages State and local cooperation as has never been done, it
simplifies the application procedures, it provides maximum flexibil-
ity to grant recipients, and this legislation will allow us to change
the eligibility requirements for EDA assistance. Gone will be the
days that once you are a designated area you remain one for life.
Replacing it will be a fairer process that says simply an applicant
is eligible based on the needs at the time he applies.
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So, Mr. Chairman, | believe that we have addressed the concerns
that Congress and others have expressed over many years. As has
been also stated, EDA has not been reauthorized since 1982. The
time has come to do this, and | look forward to working with you,
Mr. Chairman, and the entire committee to move this bill forward.
Thank you.

Senator WARNER. Thank you, Mr. Secretary.

S. 1647 declares that new employment opportunities should be
created by developing expanding new and existing public works
and other facilities and resources rather than by merely transfer-
ring jobs from one area of the United States to another. S. 1647
further declares that the way to do this is by supporting firms and
industries which add to the growth of the Nation’s economy
through improved technology, increased exports, and the supply of
goods and services to satisfy the unmet demand.

These are worthy goals. How do we ensure that these goals are
met? That is, as a practical matter, how can we be sure that EDA
funds aren’'t simply used to entice businesses to locate in a given
area or to prevent businesses from leaving, possibly enriching their
business without adding to the growth of the Nation’s economy?
For example, section 606 of the bill identified the certification re-
quired for businesses receiving financial assistance but makes no
mention of job relocation. Do you feel that the bill includes the au-
thority you need to ensure the creation of jobs rather than the
movement of existing jobs?

Secretary DALEY. Mr. Chairman, if I could ask Mr. Singerman to
respond.

Senator WARNER. Certainly.

Mr. SINGERMAN. Thank you, Mr. Secretary. Thank you, Mr.
Chairman. The question you raise is a very important question and
it's one that EDA takes very seriously. Currently, our legislation
prohibits using EDA financial assistance to assist businesses in re-
locating from one area to another. Although this applies to a nar-
row band of EDA’s programs, we have applied this non-relocation
requirement to all of our assistance programs. In our regulations,
we further clarify the purpose and implementation of this criteria.

Every applicant has the affirmative duty to inform EDA of any
employer who will benefit from such assistance, who will transfer
jobs in connection with the EDA grant. EDA then determines com-
pliance prior to award of the grant based upon the information pro-
vided by the applicant.

I'd like to put this in context. The research over the last 20 years
from the economic development field demonstrates | think pretty
conclusively that most job growth and loss in a community is a
function of the creation of new companies, the death of companies,
the expansion of companies, the contraction of companies. A very
small percentage of employment growth in any community is relat-
ed to the in-migration and the out-migration of firms.

I think you know from your experience that your communities in
your States really are no longer competing with one another, but
the regions within our country are competing with regions around
the world. It's not firms moving from Rhode Island to Virginia, or
from Connecticut to Montana, it's firms moving overseas or moving,
as in the case of Montana, from foreign countries to locate in the
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United States. So much of what we see is this normal fluctuation
of the economy.

We have undertaken an independent study by the National Asso-
ciation of State Development Agencies to determine the effect of
the incentives that States provide on firms that are moving into
their areas. EDA doesn’t allow it, but, as you know, many States
compete with one another and we're taking a very serious look at
this.

I think that the procedures that we have in place, the legislative
prohibition against this, and the care with which the local partners
that we work with look at these issues provides a high level of as-
surance that we’'re not using Federal money to move jobs from one
jurisdiction to another.

Senator WARNER. Given that we're about to have a vote, I'll
make my question period very short, Mr. Chairman and others,
and we can just follow along here till the vote.

Mr. Chairman?

Senator CHAFEE. Mr. Secretary, | think we all agree that EDA
alone can’t turn around a community economically. It can be help-
ful but to have it really succeed you've got to have the community
assume the primary role. Do you think that your legislation——and
either you or Mr. Singerman can answer this, however you want
to do it——do you think your legislation recognizes enough that the
real burden is on the local community? Yes, you can help, you can
put in $2 million for a building or $3 million, but in the long run
it's going to be determined by what the community does, | believe.
Do you think your legislation reflects that?

Secretary DALEY. | feel strongly, and I'll ask Phil to also com-
ment, | feel strongly that it does. We start with the same belief,
Mr. Chairman, that it is the local community that has to make this
succeed. And taking the example as | used in my statement, Grand
Forks, we came up with $3 million to build the building but it was
really the local community economic development group, the politi-
cal structure, the community groups that came up with the tenants
for the buildings and for all the development that's gone around it.
That building alone would not have made a difference had it not
been for the support of the local community. So there's no question.
I think the legislation does, and Phil may want to jump in with
particulars.

Mr. SINGERMAN. Secretary Daley is quite right. The underlying
premise behind the way EDA works and what makes it unique
among Federal programs is that we have a close working partner-
ship with local economic development districts, local governments,
local universities, and out of this partnership comes a strategic
planning process which we support through our planning funds, a
process that builds consensus within the community and identifies
priorities that are necessary for the community’s economic develop-
ment growth and diversification.

Every project that EDA supports is a project that also receives
financial support from State and local Governments and other or-
ganizations in the community. These are not grants that we kind
of give to people because we think it's good for them, but these are
investments that are co-invested with local communities in projects
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that they determine are of the most importance to their commu-
nities.

Senator CHAFEe. OK. Thank you very much. Thank you, Mr.
Chairman.

Senator WARNER. Senator?

Senator BAaucus. Thanks, Mr. Chairman. First, | just want to tell
you, Mr. Secretary, that you're doing a great job, you and Mr.
Singerman.

Mr. SINGERMAN. Thank you, Senator.

Senator Baucus. You're doing a great job in a lot of ways, but
I know particularly in this program, the EDA, you're doing a ter-
rific job. I don't know anybody who works harder, particularly Mr.
Singerman, in working in the right way to make sure EDA works
and works in the right way. I've seen it many times and I'm very
impressed, and | know that people in my State are very impressed,
too. |1 wish that all public servants would work as hard as both of
you do because it would make a huge difference.

My question really is this. There are some critics who think, gee,
there are an awful lot of economic development programs, why do
we need another one? Why is this so unique? Why is this so spe-
cial? Why do we need it? Aren't there enough other economic devel-
opment programs that could take care of our needs? | know that
you do a lot of coordination in the communities first, but essentially
I thought I'd just let you sound off and give you the opportunity
to answer those critics, because, as you well know, there are some
who do have that point of view.

Secretary DALEY. Let me just ask Phil to do it, because Phil ran
a local economic development organization and | think it would be
good if he put it in the perspective of having run that and now
doing the Federal EDA.

Mr. SINGERMAN. Well, | think there are too many, and we were
there first.

[Laughter.]

Mr. SINGERMAN. EDA has been around since 1965. It is the only
Federal agency that has as its unique and sole mission working in
a collaborative partnership with local communities to promote their
economic development. There’'s no other Federal program that I'm
aware of that has that as its sole and unique mission.

We work collaboratively with sister agencies within the Federal
Government and State and local Governments to bring together the
resources that are necessary for a community’s economic develop-
ment activity. For example, in the area of defense adjustment, we
work very closely with the Office of Economic Adjustment in the
Department of Defense and with the Department of Labor. In the
area of disaster recovery, we work very closely with FEMA, they
have the overall responsibility, and within that we collaborate
closely both here in Washington and on the ground with HUD,
with SBA, with the Army Corps of Engineers to help communities,
such as Grand Forks, recover promptly and effectively from their
disasters.

Senator Baucus. So you're first and you're also the only ones
who really coordinates and works with all the other economic de-
velopment agencies as well as with the other departments. Is that
basically it?
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Mr. SINGERMAN. Yes.

Senator WARNER. Senator, allow me to intervene. | think that's
very important, Senator Baucus. I've observed that not only in my
own State but elsewhere. I'm quite familiar with the base closure
proceedings, | have responsibilities elsewhere in the Senate, and it
has a superb track record of working with those agencies. I'm glad
you brought it out.

Senator BAucus. Thank you, Mr. Chairman.

Senator WARNER. Thank you.

Senator Lieberman, if you have a question, then we can get to
Mr. Singerman’s testimony. Our vote has been delayed, so | believe
we can wrap them up.

Senator LIEBERMAN. Great. Thanks, Mr. Chairman. Gentlemen,
in the second panel we're going to hear from the National Academy
of Public Administration. | want to mention two comments/criti-
cisms | suppose I'd say, at least comments, and ask you to respond
to them.

First is that, in their report, “The present multiplicity of pro-
grams imposes unnecessarily high transaction costs on States and
localities.” | wanted to ask you what efforts are underway, if any,
to reduce the fragmentation of the Federal economic development
effort.

And then the second is the comment in that same report, this is
not directly, the meager Federal investment in an information
sharing and technology severely constrains our Nation's economic
development efforts. If you want to give a brief response to both of
those.

Mr. SINGERMAN. Sure. These are very important issues. We work
very closely with NAPA and found their report to be very helpful.
We've tried to overcome this fragmentation in a number of ways,
including some of the legislative recommendations that we've made
in our proposed bill. In terms of the transaction costs, we've tried
to simplify the process of working directly with EDA on the part
of local communities. So we've created a single application form,
and, as Secretary Daley said, we have reduced regulations by 62
percent. Our legislation allows us to accept the plans that a local
community develops for another agency, such as the Department of
Transportation, for EDA’s economic development planning pur-
poses. There also is in the legislation recognition of the importance
and the need for the Commerce Department, through the person of
the Secretary, to work closely with other Federal agencies and to
encourage other Federal agencies to work with the Commerce De-
partment in the area of economic development.

In terms of information sharing, one of the results of the NAPA
study, one of the influences on us was to completely revamp our
research in national technical assistance programs to focus on iden-
tifying best practices at the State and local level in economic devel-
opment, and then disseminating that information widely through
publications, through national organizations and associations, and
through our own regional meetings and individual contacts.

So, both of those issues are important issues and we've at-
tempted over the last 3 years to address them head-on.

Senator LIEBERMAN. Thanks for that very responsive answer.

Thanks, The CHAIRMAN.
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Senator WARNER. Thank you, Senator.

Mr. Secretary, you're free to go. Thank you very, very much.

Mr. Singerman, do you have some additional remarks?

Mr. SINGERMAN. Yes, Sir.

Senator WARNER. | did not go to you immediately knowing of the
Secretary’s schedule. | wanted the opportunity for members to
question. We have two options: One, | can stay for about another
6 minutes to listen to you and in time you can depart, or | can de-
part now and resume the hearing in a few minutes when | get back
from the vote, and then go on to the second panel. Which would
you prefer?

Mr. SINGERMAN. Whatever is more convenient to you, Mr. Chair-
man.

Senator WARNER. Whatever your preference.

Mr. SINGERMAN. OK. | will speak for 5 minutes and summarize
my prepared written statement.

Senator WARNER. This is very important so | don't want to rush
you. Do you believe you can do it in 5 minutes?

Mr. SINGERMAN. | can, | timed it. You're very gracious. Thank
you, Sir.

Senator WARNER. | think you made a very profound impact so
far.

Mr. SINGERMAN. Well, everyone has left, is that why?

Senator WARNER. I've been around here 20 years. They don't
leave if they've still got a problem.

[Laughter.]

STATEMENT OF HON. PHILLIP SINGERMAN, ASSISTANT SEC-
RETARY FOR ECONOMIC DEVELOPMENT, DEPARTMENT OF
COMMERCE

Mr. SINGERMAN. Mr. Chairman, | appreciate the opportunity to
testify before this subcommittee. | would request that my state-
ment be made a part of the record.

Senator WARNER. Without objection.

Mr. SINGERMAN. | particularly want to thank you and the other
members and your staff for your many courtesies toward me and
my staff at EDA.

Senator WARNER. Well, they're well earned. | think you can de-
termine from the remarks this morning that we're going to put a
head of steam behind this piece of legislation to see if we can get
that authorization.

Mr. SINGERMAN. That would be so wonderful.

Senator WARNER. And to the degree we're going to have success,
it is largely dependent on the record which you and others have
put together. That's a strong record.

Mr. SINGERMAN. Thank you, sir.

I'd like to thank, Senator Baucus left, but I'd like to particularly
thank him and Senator Snow for introducing our legislation upon
request.

Senator WARNER. Some 38 cosponsors of that.

Mr. SINGERMAN. We're up to 40 now. And | want to thank Sec-
retary Daley for coming here this morning to testify before your
subcommittee.
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Behind me are the EDA senior executive management team.
Their names and titles are included in my prepared statement.

Senator WARNER. | think we could just take a minute to intro-
duce them.

Mr. SINGERMAN. Thank you, sir. Ella Rusinko is our Deputy As-
sistant Secretary for Program Research and Evaluation; directly
behind me is Chester Straub, our Deputy Assistant Secretary for
Program Operations; next to him is Ed Levin, our Chief Counsel;
and seated there is Mitch Laine, our new Chief Financial Officer.
So this is the senior management of the agency.

Mr. Chairman, | first appeared before you and other members of
the committee in late 1996 when you honored me by confirming me
to this position. I'm very proud and pleased to report to you today
that we've accomplished a lot at EDA since then. We have aggres-
sively focused on improving the management and operations of the
agency, including implementing a strategic planning process, devel-
oping program performance measures, and strengthening our part-
nerships with local organizations in economic development.

As a result of our work, EDA is administratively reformed, re-
invented, and transformed, which has in place a system for ongoing
program evaluation. We have, and you'll hear about this later, vali-
dation of program performance, as evidenced by numerous inde-
pendent studies by objective evaluators. The management reforms
that EDA has implemented are yielding more efficiency and effec-
tiveness. And we are, I'm sure you'll be pleased to know, focused
on financial operations and are working closely with the Inspector
General in the Department of Commerce.

Secretary Daley mentioned the reduction in regulations by 62
percent. We have reduced our staff by 30 percent over the last 4
years, a figure that is unmatched by almost any other Federal
agency, and our noncareer appointees by 60 percent. We have sim-
plified our grants application process, and implemented an agency-
wide reorganization approved by the Administration and this Con-
gress.

We have implemented modern management and administrative
practices. For example, we have completed the delegation of deci-
sionmaking authority to the career professionals in the regional of-
fices, the people who are closest to the communities and know their
problems best. To provide seamless interaction with local commu-
nities, we have instituted a team-based approach in our field of-
fices.

And as | mentioned, we have hired the first chief financial officer
for the agency to oversee the agency’'s vast management respon-
sibilities. For example, in addition to the funding that we award
each year, we are responsible for well over $1 billion of prior
awards, construction awards on military bases which take between
2 and 5 years to come to fruition, and during that time we're re-
sponsible for the fiduciary management of those activities. So
there’s a major responsibility.

Senator WARNER. I've hit my zero mark of time to get over and
get that vote. We'll just pick up when | return after this vote.

Mr. SINGERMAN. Very good.

[Recess.]
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Senator WARNER. My apologies. We do our best around here. But
now we have an open-ended and adequate time to receive the bene-
fit of your further testimony and to receive the benefit of an equal-
ly important and distinguished group who will be in Panel Il. We
won't be rushed.

Would you kindly continue.

Mr. SINGERMAN. Thank you very much. The Economic Develop-
ment Partnership Act of 1997 constitutes a reform of existing EDA
authorizing legislation. The Partnership Act streamlines EDA au-
thorities, establishes consistency among programs, and preserves
the most effective tools. For example, the proposed legislation im-
plements long needed improvements by allowing program flexibility
to the Nation’s distressed communities, facilitates program man-
agement and oversight, recognizes the EDA role in long-standing
activities such as defense adjustment and post-disaster economic
recovery, and formalizes EDA existing policy that focuses invest-
ment in areas of high distress by eliminating the outmoded des-
ignation system and replacing it with eligibility at the time of ap-
plication based upon clearly defined specified economic distress cri-
teria——targeting our resources to communities most in need.

EDA has established a record of expertise and experience in eco-
nomic development, and has been an innovator in helping dis-
tressed communities create the best economic development prac-
tices, such as revolving loan funds and small business incubators.
EDA’s unique approach to economic development has proven itself
over time.

However, the next century will host a different set of economic
challenges for American communities as they strive to maintain
global competitiveness in an increasingly technologically dominated
society. EDA needs to be there, modernized and prepared now, to
help America’s distressed communities implement their own strate-
gies and programs for economic recovery and growth.

To provide this opportunity to these deserving communities, the
agency and its customers require long overdue stability of pro-
grams, flexibility of operations, and to continue to institutionalize
the administrative reforms we have enacted, we request this com-
mittee’s formal legislative reauthorization of EDA.

Mr. Chairman, | appreciate the opportunity to testify before you
this morning, and want to express my willingness to work with you
and members of the committee and your staff on behalf of Ameri-
ca’'s distressed communities. I'd be glad to answer any further
questions that you might have.

Senator WARNER. Thank you. | do have one or two. | want to say
that Mr. Baucus, of course, introduced the Administration’s bill and
we have, as you say, 40 cosponsors. But by tradition, the Chairman
will work on an amended type of bill in which | will join him as
well as Mr. Baucus. So we will require that type of cooperation
which you just proffered here in your last concluding remarks to
put it together.

I just think there's a growing convergence of viewpoints here so
that a bill very close I think to the Administration’s approach can
be crafted and expeditiously moved through this committee and be
reported to the floor.

Mr. SINGERMAN. Thank you.
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Senator WARNER. For that, the Secretary and yourself are de-
serving of a great deal of credit.

But one or two thoughts here. Realizing that one of EDA’S mis-
sions is to help communities suffering due to base realignment and
closure proceedings, would EDA be prepared for additional Base
Realignment and Closure (BRAC) rounds? In other words, | happen
to be one of those who believe that we've got to continue with the
base closure process. That next round could be fairly significant.
Would that require extra staff, and | would try and get it for you,
particularly if it would require you to subtract some of your effort
to other areas? | think, in my own judgment, that next round of
BRAC will probably be in 2000, so it's in the future.

Mr. SINGERMAN. First, we need to complete, and I'm sure you're
aware of this——

Senator WARNER. The past BRAC round.

Mr. SINGERMAN. That's correct. To date, only about three-quar-
ters of the approximately 120 bases that were closed or downsized
significantly have a closure date. So there is still about one-quarter
that are yet to be closed and some will not close until after 2000.

Second, even after a base is closed, it takes the community 2 to
3 years to develop its reuse plans. So only now are those bases that
were closed in 1995——

Senator WARNER. | just want to make this part of the record. |
would suggest the following. We're finishing up this year’s author-
ization bill for the armed forces in which there is no BRAC and
there will not be one. So next year, God willing, I'll still be around
to work on the next bill and we may lay the foundation, | say may,
for the year 2000, 2001. At which time | would hope that you
would be in your position and you could follow it and, if necessary,
we would put something in the legislation establishing the next
BRAC which would adequately protect your area of responsibility.
You have a willing partner that would take it into consideration.

Mr. SINGERMAN. Thank you.

Senator WARNER. | think we'll conclude with that, Mr.
Singerman. | have some other questions which I'll submit for the
record. But the next panel has very patiently waited, and | hope
that one or more of your staff can remain so they can have the ben-
efit of this important testimony.

Mr. SINGERMAN. | will remain as well, sir.

Senator WARNER. That's fine. We may recall you to the witness
table.

Senator WARNER. Now let's proceed with Panel Il. We have Mr.
Robert W. Burchell, Center for Urban Policy Research, Rutgers
University, New Brunswick, New Jersey; R. Scott Fosler, president,
National Academy of Public Administration, here in the Nation’s
Capital; Eric P. Thompson, National Association of Development
Organizations, Aiken, South Carolina; and the Honorable Floyd
Villines, on behalf of the Coalition for Economic Development, Lit-
tle Rock, Arkansas. He, | take special note, is a public servant,
having been elected by the people of the great State of Arkansas.

Judge VILLINES. Thank you, sir.

Senator WARNER. Why don't you lead off, Judge Villines.
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STATEMENT OF HON. FLOYD G. VILLINES, JUDGE/EXECUTIVE,
PULASKI COUNTY, ARKANSAS, ON BEHALF OF THE COALI-
TION FOR ECONOMIC DEVELOPMENT, LITTLE ROCK, ARKAN-
SAS

Judge VILLINES. Mr. Chairman, thank you for holding this im-
portant hearing and for inviting us here today to discuss the long
overdue reauthorization of an agency that is very important to the
revitalization efforts in our economically distressed rural and
urban areas.

Senator WARNER. Excuse me. Let me interrupt.

Judge VILLINES. Yes, sSir.

Senator WARNER. By unanimous consent, each of your state-
ments in their entirety will be made a part of the record. Therefore,
you can summarize those portions you think are important to this
hearing.

Judge ViLLINES. Thank you, sir. | will do that.

I represent 15 national organizations committed to supporting
the Economic Development Administration. Our coalition includes
national organizations representing rural and urban economic de-
velopment practitioners, professionals and academics, and local
elected officials. These organizations include the American Eco-
nomic Development Council, the Association of University Centers,
the Council for Urban Economic Development, the National Asso-
ciation of Counties, and National Association of Business Incuba-
tors, the National Association of Development Organizations, the
National Association of Installation Developers, the National Asso-
ciation of Management and Technology Assistance Centers, the Na-
tional Association of Regional Councils, the National Association of
State Development Agencies, the National Association of Towns
and Townships, the National Congress for Community Economic
Development, the National League of Cities, the Public Works and
Economic Development Association, and the U.S. Conference of
Mayors.

There are two reasons that we think it is very important that
this be done. The first is, this agency is moving into the 21st cen-
tury with authorizing legislation that goes back to the early 1980's.
The agency needs reinforcement with new language that allows it
to help our rural and urban communities meet the continuing and
ever-changing challenges of economic revitalization. Among those
challenges will be access to and expertise in information age tech-
nology. Our businesses in small cities and rural areas will simply
be unable to compete in the global economy without access to these
information and marketing tools.

Second, reauthorization will allow the agency to focus on its core
mission and to develop multiyear plans for its programs rather
than draining off its energy in an annual battle for survival.

The Coalition’s support for EDA is based on a very simple con-
cept——EDA works. It is the Federal agency that does what it was
designed to do. It serves the Federal role of levelling the playing
field for these communities that need to become productive parts
of the national economy rather than a drain on it. It is a lean,
streamlined agency with a clearly defined mission. It supports and
help revitalizes our economically distressed communities. And as a
local government official, it is important to me that EDA is there



19

to provide the seed money necessary for the infrastructure im-
provements we need to attract new businesses and to help existing
businesses expand and grow.

I want to really emphasize the point of seed money. Without
EDA and EDA's support, many of the things that we try to do, we
just couldn’t do them. An example in our testimony that will be
filed is our community of North Little Rock. There were two census
tracts in 1990 that had unemployment rates of 33 and nearly 34
percent respectively, with no industrial or other potential pros-
pects. Working with EDA, we were able to get a grant that was
matched 50-50 by the local community that put in water, sewer,
streets, and out of that we ultimately got a $9 million private in-
vestment, creating some 360 jobs. Over the years, we believe that
that has helped raise the average income in our county by nearly
$10,000 a year. And that project would not have happened had it
not been for EDA.

There are several other points I'll make, and then I'll let you
move on to the other witnesses. First, EDA network is important
to us. It provides the assistance with the economic development
representatives that help watch over the project, help us put it to-
gether, and then continue with us from the very beginning. The
planning process is also important. The whole issue of bottoms-up
planning, of allowing people in a community to identify what their
needs are and to coordinate that with other local and Federal agen-
cies has given us impetus to do what ought to be done. Too often
in the past, as anyone in local government knows, you sometimes
get in a position where local communities are arguing and fighting
with each other. The planning process requiring that joint planning
really is an asset to us.

There are other points that are in my testimony that | could go
through. But since it will be part of the record, Mr. Chairman, |
will leave that to any questions that you may have.

In conclusion, Mr. Chairman and members of the committee, the
Economic Development Administration has earned the respect of
all of us who have worked with it. It is time the agency was recog-
nized through reauthorization, and probably that's one of the best
reforms you could do. We at the local level really need to know that
there is going to be an agency there because economic development
planning is more than a 1-year process. We really need the assur-
ance that we will have a partner in the Federal Government that
will assist us.

Again, thank you for the opportunity to appear before you. | also
pledge our support on the part of the Coalition to work with you
in the drafting of the bill, as you mentioned earlier. And if you
have any questions, I'll be happy to try to answer them.

Senator WARNER. Thank you. And may | say to you and the
other witnesses, it is our hope here on the committee that you will
bring your expertise to bear on the Chafee revision of the Adminis-
tration’s bill and that you will give us your best advice. And others
in the room may have some interest. We want to do a good bill,
one that will go through quickly.

With that in mind, in the course of your testimony, if any of you
feel there are provisions in the Administration bill which you
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would like to see revised, amended, or so forth, please let us hear
from you.

Now, Mr. Burchell. We thank you for traveling down from New
Jersey.

STATEMENT OF ROBERT W. BURCHELL, CENTER FOR URBAN
POLICY RESEARCH, RUTGERS UNIVERSITY, NEW BRUNS-
WICK, NEW JERSEY

Mr. BURCHELL. Thank you, Mr. Chairman. I'll be brief. My testi-
mony and the charts which you'll see are to be made part of the
record.

Senator WARNER. Do you have copies of those charts?

Mr. BURCHELL. They're appended to the testimony, yes.

Basically, what | would like to do is to report to you the num-
bers, some of which you've heard already, of a series of studies that
Rutgers and others have undertaken on various programs of the
Economic Development Administration.

We produced three 300-page reports that looked at these pro-
grams, and we spent 2 years in an in-depth look at both defense
adjustment and public works programs. Each of the principals was
in the field a month looking at the programs. We went across the
United States. We visited 100 of the 400 programs to make sure
the information was coming back to us and coming back to us cor-
rectly. We held seminars to make sure that those who were report-
ing information understood the concepts that we were about to ask
them, the difference between a permanent job and a temporary job,
between a direct job and an indirect job, between a construction job
and a permanent job.

In addition to that, we went into regional offices and a variety
of other places to do, we feel, a comprehensive study. The study
was undertaken by Rutgers, the New Jersey Institute of Tech-
nology, Princeton University, Columbia, the National Association of
Regional Councils, and the University of Cincinnati. We looked at
203 public works projects and 187 defense adjustment projects. No
one got away. It's not a sample. Again, we looked at every single
one of the projects. We visited—physically visited—25 percent of
those 400 projects.

One of the things that we found out very quickly was that these
projects are done in very economically impacted environments. The
public works projects, again the figure was used here, 25 to 40 per-
cent above the average unemployment rate of the area. These
projects take place in communities where the unemployment rate
is 25 to 40 percent above State and national averages. With regard
to both the defense adjustment program and the public works pro-
gram, per capita income is 25 to 40 percent below State and na-
tional averages. So these are really economically impacted areas.

Let me just go through very briefly the public works program
first and just take a look at these performance figures with regard
to the public works projects.

Senator WARNER. Let me interrupt. This is a very impressive
amount of private-sector work that has been done. It will be a valu-
able asset to the committee. Could you refer to us any other groups
that have done similar studies? We want to make sure that we
have before us all the available information.
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Mr. BURCHELL. We did a literature search and that's part of the
information presented. In addition, there was another study, the
Mount Auburn Study done in 1992, which reached similar conclu-
sions as the kind of conclusions that I will report to you.

Senator WARNER. That was Mount——

Mr. BURCHELL. Mount Auburn. They're a research firm in Mas-
sachusetts.

Senator WARNER. Who authorized that firm to do the work? Who
authorized you or funded you?

Mr. BURCHELL. We bid with a consortium of research institutions
on an RFP that was put out by the Economic Development Admin-
istration.

Senator WARNER. | see. So EDA put it out, is that it?

Mr. BURCHELL. Right. And we competitively bid that process,
yes.

Senator WARNER. How about the other study that you cited?

Mr. BURCHELL. | think that that was the same.

Senator WARNER. But yours then is more recent?

Mr. BURCHELL. More recent and actually we believe more encom-
passing in terms of the number of projects looked at.

With regard to the findings for the public works program, 99 per-
cent of the projects completed as planned, 91 percent completed on
time, 52 percent completed under budget. I would add that when
a project is completed under budget, neither EDA nor the grantee
keeps that money. Rather it goes back to the Treasury. So those
are very, very significant figures given that particular situation.

With regard to job production—327 permanent jobs for every $1
million of EDA money invested, about $3,000 per job—one of the
lowest costs in job creation that we have seen in all of our analysis
of other programs, and $4,800 in total cost per job, including the
matching share. In addition to that, 15 construction jobs per $1
million of EDA funding. So not only do they produce permanent
jobs but also construction jobs.

Another figure that you've heard before but that has been duly
documented in these reports, for every $1 million of EDA funding,
$10 million in private-sector investment and $10 million in terms
of local tax base added to the community.

With regard to defense construction projects, and they're dif-
ferent in that if you were to view a hospital, the EDA public works
program would be the normal portion of the hospital, the EDA de-
fense adjustment program is the emergency room. The EDA public
works program operates in typically long-term distress areas, both
urban and rural, the defense adjustment in sudden shock areas.
And these are newer projects, funded only from 1992 to 1995, and
not expected to have the kinds of results of the public works
projects. But, again, their performance is admirable.

In terms of projects moving to completion—97 to 100 percent.
Projects that are on time—60 to 80 percent. Projects that are at or
under budget—90 to 100 percent. Jobs produced—124 for defense
construction per million of EDA investment. For revolving loan
funds, moneys given out to create businesses—304 per million. Al-
most equivalent to the bread and butter public works projects. So
on both sides, the defense adjustment and the public works, about
a $3,000 figure per job created.
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With regard to private-sector leverage, $2.2 million for every $1
million of EDA investment on the defense construction. And with
regard to the revolving loan funds, about $2.5 million.

We also asked the grantees to evaluate how EDA was doing its
job with regard to training and technical assistance. These are in
what they call the capacity-building efforts——the planning, the
training, technical transfer, technological transfer, product develop-
ment, et cetera. We asked them to rate EDA on a scale of 1 to 10
in terms of the quality of the project that they helped deliver and
the impact of that project. And for the defense adjustment strategy,
EDA was given a rating of 8 out of 10. For technical assistance,
close to 9 out of 10. And for market analyses, feasibility studies,
and base reuse studies, also a rating of approximately 9 out of 10.

Our conclusions are very simple. EDA projects get done on time
and efficiently. EDA projects create permanent jobs in the locations
that they're found. EDA projects create significant amounts of pri-
vate-sector leverage. And EDA also creates a multiplier effect of
about 1.5. So all of the numbers that | have given you before, add
50 percent for its ripple effects to the economy type of impact. We
did that study with a very sophisticated input/output model. And
then finally, EDA has an independent effect. In other words, if
somebody were asked the question, “Would those jobs be created in
those locations without EDA presence?” The answer is, “no.”
Through very, very heavy regression analysis, we determined that
EDA has an independent effect in terms of creating jobs in local
areas. Our overall conclusion is that EDA programs are having
their intended effect in the locations in which they’re operable.

Senator WARNER. In one sentence, it works.

Mr. BURCHELL. It works.

Senator WARNER. | suppose if it ain't broke, don't try and fix it.
But did you look at possible revision of some provisions of the
President’s bill?

Mr. BURCHELL. We didn't, but we looked at EDA procedures.
There, again, what is going on is very commendable. We made
some recommendations, and one of the recommendations we had is
that there should be ongoing monitoring of the public works
projects. There is incredible monitoring of the revolving loan funds
because a loan is given out and they monitor almost forever. With
regards to the public works projects, there is informal monitoring
after the project is built out. But in order for them to keep track
of jobs created on a regular basis, and since those jobs increase
over time, they should monitor those on a regular basis.

Senator WARNER. But you will follow the work of the committee
as we move ahead with this?

Mr. BURCHELL. Absolutely.

Senator WARNER. We appreciate it, because you've got a remark-
able corporate knowledge of this entire thing. Thank you very
much.

Next, Mr. Fosler, President, National Academy of Public Admin-
istration.
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STATEMENT OF R. SCOTT FOSLER, PRESIDENT, NATIONAL
ACADEMY OF PUBLIC ADMINISTRATION

Mr. FosLER. Thank you very much, Mr. Chairman. I'm here to
testify on behalf of the Academy’s panel on economic development.
This panel was chaired by former Governor Dick Thornburgh, a
Fellow of the Academy, and he had hoped to be here and was sorry
that he could not come. He is out of the country in South Korea
this week.

As you know, the Academy is an independent, nonpartisan, non-
profit organization chartered by Congress to identify emerging is-
sues of governance and to provide practical assistance to Federal,
State, and local Government on how to improve their performance.

Two years ago, the Economic Development Administration asked
the Academy to take a fresh and independent look at the basic
question, What is the appropriate future role of the Federal Gov-
ernment in economic development activities?

The Academy convened a panel, chaired by Governor
Thornburgh, with a diverse group of experts from local, State, and
Federal Government and the private sector, and it reviewed the
economic development policies and programs of all Federal agen-
cies, not just of the EDA. It did not specifically address the ques-
tion before this committee, the reauthorization of EDA, nonethe-
less, it's findings and recommendations may prove useful to the
committee in its deliberations.

I have a copy of the panel’s report, “A Path to Smarter Economic
Development: Reassessing the Federal Role,” and 1 would ask that
it be entered into the record.

Senator WARNER. Without objection.

[A copy of the executive summary of the referenced report fol-
lows:]

A DIALOGUE ON THE REPORT: A PATH TO SMARTER ECONOMIC DEVELOPMENT:
REASSESSING THE FEDERAL ROLE, NOVEMBER 22-23, 1996

On November 22-23, 1996, the National Academy of Public Administration con-
vened a conference to review its recently released report on the Federal role in Eco-
nomic Development. A Path To Smarter Economic Development: Reassessing the
Federal Role resulted from a 1-year study by an Academy panel chaired by former
Pennsylvania Governor Richard Thornburgh. The U.S. Economic Development Ad-
ministration (EDA) and the Annie E. Casey Foundation funded the study.

The goal of the conference was to solicit feedback on the report and to stimulate
a national debate about the Academy panel's recommendations. The conference
brought together more than 100 invited guests from across the country, representing
all facets of economic development: State, regional local and neighborhood-based
practitioners; Federal policy and program officials: private-sector leaders; and uni-
versity researchers. Participants debated the panel’s findings about the appropriate
Federal role in economic development and its recommendations for improvements.

The discussion was organized around four topics, each of which was addressed
during a set of break-out sessions. The first topic was a broad review of the panel’s
findings and recommendations. The other three topics focused on the panel’s specific
findings and recommendations concerning reaming, leveraging and linking.

General Comments on the Report

Participants strongly endorsed the panel’s finding that the primary Federal role
in economic development should be to support State, regional, and local economic
development efforts. They further agreed that the current Federal system does not
fulfill that role well—little, if any, Federal leadership exists, and there is consider-
able fragmentation and duplication among Federal program activities.

There also was strong agreement on the panel’'s recommendation to focus the Fed-
eral role on the concepts of reaming, leveraging and linking. There was, however,
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considerable support for expanding these concepts to encompass the idea of leader-
ship. Many believed that together all four concepts would provide a national vision
for economic development, especially by promoting a better understanding and ap-
plication of effective economic development practices and fostering the use of new
technologies for communication and sharing of ideas among development practition-
ers. Many of the specific ideas for a stronger Federal leadership in economic devel-
opment echoed the panel’s discussion on recommendations about reaming.

Considerable discussion centered on defining economic development. The panel’s
report defined the scope of its work around a specific set of Federal economic devel-
opment programs—those that clearly bear the label of economic development and
are focused on specific places or businesses. The panel was not asked to review Fed-
eral policies that focus on the national economy in general (such as monetary, fiscal,
or trade policy). Nor was the panel asked to review the large number of policies or
programs which, while contributing to economic opportunity, are directed toward
goals that are separate national pursuits themselves (such as transportation, de-
fense, and environmental protection).

The panel also noted that the diversity among local economies precluded any sin-
gle definition of effective economic development. The panel did acknowledge the im-
portance for the Federal Government to coordinate the very broad range of Federal
programs that impact directly or indirectly upon State and local economic condi-
tions.

The focus of the panel on Federal economic development programs per se gen-
erated lively debate. Some participants believed this approach fostered an unfortu-
nate separation between economic and community development, while others be-
lieved it did not go far enough in distinguishing between the two. Others argued
that without a broader Federal definition of effective economic development, it was
impossible to define the Federal role in reaming, leveraging, linking and leadership;
in essence, it was difficult to advance the practice of economic development without
knowing which direction to take. For example, many participants said the report
should have examined more closely the technology programs as well as the role of
universities in economic development.

The issue of the proper definition of economic development was not resolved dur-
ing the conference, although all acknowledged that it must be more clearly ad-
dressed as steps are taken to implement the panel’'s recommendations.

Reaction to Findings and Recommendations About Learning

The most strongly supported recommendations in the panel's report were those
concerning the Federal role in advancing the knowledge base of economic develop-
ment. Many argued that this should be the most important Federal role. An impor-
tant element of the discussion was the belief of some that the Federal role in learn-
ing must be driven by a benchmark definition of economic development, which
should be used to change the habits or practices of economic development practition-
ers.

Regarding specific panel recommendations. there was:

* strong agreement with the need to advance the state-of-the-art by giving a high-
er priority to federally financed research, evaluation and demonstrations. As im-
portant, however, was the identified need to build reaming networks across the
country to convey information about economic development. Participants noted
that economic development practices are more often driven by anecdotes than by
data, and that learning networks are an effective tool for conveying the lessons
derived from such experiences, anecdotes, and information.

« lively debate regarding increasing attention to the costs and benefits of recruit-
ment. Some believed the report did not go far enough in pointing out the negative
consequences of recruitment, such as overly generous subsidies, while others
thought the report unfairly singled out this strategy. The issue clearly provoked
strong feeling among participants and divergent views on how it should be ad-
dressed at the Federal level. Most agreed, however, that excessive expenditures
on recruitment deals is an embarrassment to economic development professionals
and that, in general, the public and elected of finials need better information.

* strong agreement with the panel's recommendations about the need to improve
Federal data collection and analysis. Participants were particularly concerned
that Federal data be more useful for State and local practitioners. There was
some skepticism among the group, however, about consolidating Federal data or-
ganizations. Most participants did not believe this is politically feasible and did
not want to expend the political capital on a very uncertain outcome.
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Reaction to Findings and Recommendations About Leveraging

Conference participants endorsed the panel’s idea that Federal economic develop-
ment resources generally should be used to influence policy directions at the State
and local level. Considerable discussion. however, ensued around the panel’s critique
of short-term deals and its concern that projects rather than strategies drive the de-
velopment process. Many participants supported the panel’s criticism of “projectitis,”
and there was broad agreement that strategic analysis and planning are essential.
However. panel members and participants agreed that such criticism should not un-
dermine the importance of projects per se, which can be a central element of many
economic development activities.

Although many participants believed that project decisions are best made at the
State and local level some felt that the Federal Government—both executive and
legislative branches—would continue to earmark funds for specific projects. Other
participants, however, supported the panel’s call for a reduced Federal role in mak-
ing individual project.

Regarding specific panel recommendations, there was:

* agreement with the idea of using Federal resources to encourage State and local
development organizations to focus their development efforts on regional solu-
tions. It also was suggested that the Federal Government should make a con-
certed effort to identify and remove Federal barriers to local cooperation.

e strong endorsement of targeting Federal resources to the development needs of
distressed places. both urban and rural. Participants also noted the need to en-
sure linkages between Federal policies that target distressed areas and those that
target distressed populations.

« firm support for Federal assistance for capacity building. They noted that Fed-
eral policy efforts depend on the implementation abilities of local development
professionals and public and private leaders. The group supported allowing insti-
tutional frameworks to evolve from the bottom up rather than being imposed from
the top down.

Reaction to Findings and Recommendations About Linking

As noted earlier, there was strong agreement among conference participants that
the current Federal approach to economic development did not support State and
local economic development well. Most participants agreed with the panel’'s finding
that the duplication and fragmentation among Federal programs imposed high
transaction costs for State and local development efforts.

There was lively debate on how to address this issue. Some participants believed
State, regional and local efforts were solving the problem of fragmentation. Develop-
ment officials have become proficient at coordinating efforts and packaging various
program resources. Other participants noted that although there were many positive
examples of effective local coordination and resource packaging, it was unfortunate
that practitioners spent so much time on grant and administrative entrepreneurship
rather than on innovative problem solving for their communities. These same par-
ticipants further noted that although Federal administrative waivers had gained
great currency, the need for waivers represented a failure in policy and program de-
sign. Participants vigorously debated whether fragmentation could be addressed bet-
ter at the Federal level or whether current coordination models, such as the State
Rural Development Councils and the new performance partnerships of the Metro-
politan Planning Organizations under the Department of Transportation, were the
more appropriate solutions to the problem of fragmented Federal programs.

Regarding specific panel recommendations:

* many participants strongly disagreed with the panel's recommendation for
wholesale consolidation of Federal economic development programs. Instead, they
suggested an incremental approach that would involve restructuring Federal pro-
gram activities around a geographical focus—rural programs and urban pro-
grams—or around substantive development areas such as business development,
international trade, or infrastructure development. Others advocated focusing on
administrative consolidation, such as eliminating duplicative planning require-
ments, conflicting grant cycles, or repetitive reporting requirements. A key con-
cern about consolidation was the perceived difficulty of overcoming the vested au-
thorities and interests of congressional subcommittees and executive branch agen-
cies. Most participants were wary of expending political capital for what they be-
lieved would be a futile effort.

» although most participants supported the panel's recommendation for overall
Federal policy guidance, most did not see a viable mechanism for such effort or
the political feasibility of one group asserting authority over others in the Federal
system. Participants regretted that the National Performance Review's rec-
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ommendation for a Federal coordination council for economic development was
never implemented. Many participants believed that the most viable option for
policy coordination was at the State level through a mechanism similar to the
rural development councils.

» there was general agreement on the panel’'s recommendations to foster interfirm
linkages by forming industry associations and reducing legal and regulatory bar-
riers to collaborations among firms.

Although participants agreed with the panel’s findings that the current Federal
approach to economic development did not support State and local development ef-
forts, there was no consensus on the best ways to improve the system. Many partici-
pants expressed concern that efforts to reform could open the door to cuts in funding
for Federal programs.

A Strategy for Implementing the Report

Conference participants were asked to consider next steps beyond the Academy
report. A key issue is whether the economic development community will seek to
influence the nature of that change or simply let it happen. Two levels of response
followed: EDAs reaction to the panel’s findings and recommendations, and the sug-
gestions by conference participants for implementing the study results.

EDA'’s Agenda

Philip Singerman, assistant secretary of commerce for economic development, ad-
dressed the conference at its end, presenting his personal reaction to the panel’s
study. Overall, he felt very positive about the panel’s findings and supports the spir-
it and intent of all the recommendations. He noted that he and other staff had the
opportunity to observe the panel’s deliberations over the past year and, as a result,
already had taken actions consistent with several key panel recommendations.

Of particular note is the agency’s commitment to focus its research and technical
assistance efforts on producing better information about economic development is-
sues identified by the panel. Specifically, EDA is already focusing on:

e measurement and evaluation, by supporting a national study to develop a meth-
odology for evaluating its economic development programs

» distressed areas, by supporting a study to examine the effectiveness of State
science and technology strategies on the needs of disadvantaged communities

» clusters, by examining the Federal role in cluster development

* recruitment, by sponsoring research to develop legitimate methodologies that will
enable local communities to assess better the costs and benefits of such economic
activities

« infrastructure finance, by cooperating with the Office of Economic Adjustment
and the Department of Defense, the agency is identifying innovative approaches
for financing the infrastructure critical for areas responding to a base closure or
defense industry downsizing.

Assistant Secretary Singerman concluded by encouraging the Academy to make
the results of this study known to national policymakers and noted that this is a
special opportunity to engage the administration as it defines policy agendas for the
next 4 years.

Suggestions for Next Steps by Conference Participants

Conference participants stressed the necessity of an aggressive campaign to have
the report taken seriously and its recommendations adopted. Noting the Academy’s
institutional prohibition against lobbying, participants identified steps that they,
State and local officials and other interested parties, could take including:

« distributing the report widely to leaders in Washington, DC, States, regions, and
communities convening associations of practitioners, policymakers and interest
groups to develop a coalition to pursue implementation

» identifying champions/groups to pursue specific recommendations

* bringing “bottom-up” pressure on legislators to implement the recommendations

* encouraging the National Economic Council, the Office of Management and
Budget, the National Performance Review, or a similar entity, to embrace the
panel’'s recommendations

* educating business associations on the panel's findings and encourage their ac-
tive involvement in pursuing its recommendations asking EDA to take the lead
in building demand for better data

* encouraging agencies to work cooperatively to address the fragmentation and du-
plication of program planning and reporting requirements, as well as other ad-
ministrative barriers to more efficient performance.
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The Academy agreed to distribute its report broadly, as well as to make panel
members available for presentations and testimony on the study findings and rec-
ommendations. A number of conference participants agreed to present the study to
their respective colleagues and to pursue efforts to implement the panel’s rec-
ommendations.

EXECUTIVE SUMMARY OF A PATH TO SMARTER ECONOMIC DEVELOPMENT: REASSESSING
THE FEDERAL ROLE

Over the past three decades, Federal agencies have invested hundreds of billions
of dollars to help States and communities create jobs and economic opportunities.
In light of severe pressures on the Federal budget and new economic opportunities
and challenges, Members of Congress, citizens and economic development profes-
sionals are asking, “What is the appropriate future role of the Federal Government
in economic development activities?”

The following report of a panel of experts recommends rethinking the basic prem-
ises for Federal economic development activities at the State, local, and regional lev-
els. It offers a coherent and experience-based conception of how our national govern-
ment might organize and carry out genuinely effective development assistance to re-
gions, States, and communities.

Historically, Federal development efforts have tried to increase overall national
productivity and to help economically distressed and poor communities gain a share
of the country’s general prosperity. Toward these ends, the Federal Government has
built and sustained a variety of organizations involved in economic development at
every level of society. They include development agencies at the State and local
level, multi-county development districts, and community based development cor-
porations, not to mention various non-profit organizations, banks, industrial associa-
tions, and other private-sector partners.

The panel met over the course of a year, interviewed economic development ex-
perts and Federal officials, and closely examined eight communities (both rural and
urban) for insights into what works and why.

Among the panel’s findings:

e The fundamental economic influences of the private sector and market forces
must be incorporated into successful economic development plans.

* Federal investments in development efforts are critical to many States and local-
ities, but not all.

* No single Federal program is appropriate in all communities; however, the
present multiplicity of programs imposes unnecessarily high transaction costs on
States and localities and exacerbates inherent weaknesses in their approaches.

e The meager Federal investment in information sharing and technology severely
constrains our nation’s economic development efforts.

In response, the panel has proposed a new approach to meet economic develop-
ment needs. It urges the Federal Government to help States and localities learn
through better information, leverage all available resources, and link multiple Fed-
eral initiatives to assist local communities.

The panel’s report concluded with 10 specific recommendations for improving eco-
nomic development programs and practices in America. The Federal Government
should:

* Help States and communities learn about state-of-the-art economic development
practices;

* Act to reduce the economic losses resulting from unrestrained bidding war among
States and localities to recruit or retain businesses;

* Improve the quality of economic development decisionmaking and the assessment
of policies and programs at all levels by gathering and disseminating State, re-
gional, and local economic statistics and by reducing the fragmentation of the na-
tion’s statistical system;

* Give States and communities incentives to design and implement effective re-
gional or inter-jurisdictional development strategies;

* Encourage investment in development strategies that offer opportunities to gen-
erate jobs and income over the longer term, rather than in high-visibility projects;

* Give special assistance to States and communities seeking to create economic op-
portunities in distressed communities;

* Substantially reduce the fragmentation of the Federal economic development ef-
fort;

* Establish a permanent mechanism to provide overall policy-level guidance to
other Federal activities such as work force training, environmental protection.
technology and research. and other endeavors that contribute to economic develop-
ment outcomes;
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* Reorient Federal programs. especially business finance programs, toward strate-
gies that address the underlying obstacles to obtaining credit; and

* Encourage States and localities to stimulate links among businesses to enhance
overall economic performance.

The nation’s economic development programs will be a critical factor in two of the
most significant domestic policy challenges of the coming decades: America’s adjust-
ment and response to an increasingly competitive global economy, and the recent
transformation of social policy from one based on dependency to one that stresses
opportunity and personal responsibility. A reformed Federal approach to economic
development will help States and communities make real and far greater contribu-
tions to addressing these issues.

Mr. FosLER. Briefly, the report recommends a rethinking of the
basic premise of Federal economic development activities at the
State, local, and regional levels. The panel felt strongly that eco-
nomic development programs should be grounded in the fundamen-
tal influence of the market, geared toward engaging the power of
the private sector, and tailored to specific conditions of regions and
communities. And to this end, it proposed a three-pronged ap-
proach by which the Federal Government could best support State
and local economic development efforts that were designed by the
States and localities themselves.

First, the Federal Government should help States and localities
learn about state-of-the-art economic development practices in
order to improve the quality of economic development decisionmak-
ing and the effective implementation of policies and programs.
They could do this, in part, also by gathering and disseminating
State, regional, and local economic statistics and by reducing the
fragmentation of the Nation’s statistical system.

Second, the Federal Government should leverage resources com-
mitted to economic development by giving States and communities
incentives to design and implement effective regional or interjuris-
dictional development strategies, and by encouraging strategies
that emphasize long-term pay-off over high visibility projects.

And third, the panel felt that the Federal Government should
make it easier for States and localities to link Federal resources by
substantially reducing the fragmentation of Federal economic de-
velopment efforts. For example, it might establish a mechanism to
provide overall policy level guidance to other Federal activities,
such as work force training, environmental protection, and tech-
nology and research that contribute to economic development out-
comes.

EDA does not have authority to implement all of the panel’s rec-
ommendations. For example, it would take an action by the Con-
gress and leadership by the President to substantially reduce the
fragmentation of Federal economic development programs. How-
ever, the Academy has been pleased at many of the steps EDA has
taken to implement the panel's recommendations. Assistant Sec-
retary Singerman recently sent us a letter detailing these steps,
and | would ask that a copy of his letter be entered into the record.

Senator WARNER. Without objection.

[A copy of the referenced letter follows:]
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U.S. DEPARTMENT OF COMMERCE,
EcoNomic DEVELOPMENT ADMINISTRATION,
Washington, DC 20230, July 7, 1998.

DEWITT JOHN,

National Academy of Public Administration,
1120 G Street, NW, Suite 850,

Washington, DC 20005.

Dear DEWITT: | want to give you an update on EDA'’s activities in regard to the
NAPA Report, “A Path to Smarter Economic Development: Reassessing the Federal
Role” (November, 1996). First, let me once again thank Panel Chair Dick
Thornburgh, the members of the panel, Scott Foster, and the NAPA staff for their
excellent work on this important subject. As you will see from the following, NAPA's
report had a substantial influence on the development of EDA’s policy and reformu-
lation of its programs.

Attachment | is the fiscal year 1998 Policy Guidance for the Economic Develop-
ment Administration, issued in March 1998. The Guidance highlights NAPA's find-
ings, stating that “EDA recognizes that economic development is a local process and
understands the importance of sound local economic development planning.”

EDA’s new mission statement stresses the importance of Federal assistance to
distressed communities through local partnerships: “EDA’s mission is to stimulate
employment and increased income in distressed communities. EDA’s role is to assist
local communities to develop and diversify their economies through effective part-
nerships and strategic investments of resources.”

NAPA's recommendations were organized in terms of learning, leverage and link-
age.

A. Learning

Recommendation 1 was that the Federal Government should help States and com-
munities learn about state-of-the-art economic development practices.

Perhaps the most significant result of the NAPA study was the revitalization of
EDA's national technical assistance and research programs. Influenced by the
NAPA process, EDA reformed its process through focussed solicitations, competitive
reviews, careful management, and targeted efforts. Independent, recognized re-
search institutions were selected for analytic evaluations. Emphasis was placed
upon evaluations of economic development programs and dissemination of results.
Major studies included:

* Public Works Program: Performance Evaluation—Rutgers University et al.

. IIDefense Adjustment Program: Performance Evaluation—Rutgers University et
al.

* The Impact of Incubator Investments—University of Michigan, et. al.

» Performance Measurement and Evaluation of Economic Development Initiatives:

An Annotated Bibliography—Nexus Associates

Dissemination efforts included presentations at EDA regional conferences and
support of information outreach through the Council for Urban Economic Develop-
ment, National Association of Development Organizations, the National Association
of Regional Councils, Public Works and Economic Development Association, and
other national associations.

Recommendation 2 directed the Federal Government to address bidding wars by
States to recruit or retain businesses.

As a first step, EDA has commissioned an evaluation of State incentives, con-
ducted by the National Association of State Development Agencies, to develop a
methodology to assess the costs/benefits of State incentives. The hope is to institu-
tionalize this effort in a joint Federal-local effort.

Recommendation 3 addressed the need for useful economic statistics to support
local decisionmaking.

EDA has commissioned Andrew Reamer & Associates to review the socioeconomic
data needed for economic development practitioners, and to prepare a list of rec-
ommendations for the Federal statistical agencies, with the long-term goal of facili-
tating ongoing dialog between data users and the statistical agencies.

B. Leverage
Recommendation 4 was Federal encouragement of regional development strategies.
EDA has reaffirmed its commitment to its local partners for capacity building for
economic development. To support this commitment EDA has recommended addi-
tional funding to stabilize and enhance its local partnership network of planning
districts, university centers, trade adjustment assistance centers, State and local
planning organizations, and Native American tribes.
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To ensure quality performance, EDA is undertaking the first comprehensive re-
view of its local planning and technical assistance programs in years:

« Evaluation of the Overall Economic Development Program Planning Process—

Corporation for Enterprise
» Performance Measures for EDA’s Planning and Local TA Programs—Applied De-

velopment Economics
e Peer Review of EDA University Centers—National Association of Management

and Technical Assistance Centers
« Evaluation of Trade Adjustment Assistance Program—The Urban Institute

In addition, EDA has commissioned studies of “cluster-based” economic develop-
ment by Information Design Associates as a vehicle for regional cooperation.

Finally, as part of EDA'’s proposed reauthorization legislation, cooperative agree-
ments between States are encouraged.

Recommendation 5 is to encourage investments in development strategies that offer
opportunities to generate jobs and income over the longer term.

The results from the evaluations already completed are being utilized by EDA in
development of program priorities. In addition to the studies already completed,
EDA is looking at the following programs:

e Microenterprise as an Economic Adjustment Tool—Rutgers University

» Impact of Revolving Loan Fund Investments—TBD

* Cutting-Edge and Innovative Techniques in Economic Development—TBD
* Technology Transfer and Commercialization Efforts—TBD

« Effective Indian Economic Development Projects and Practices—TBD

Recommendation 6 is to give special assistance to distressed communities.

EDA has explicitly reaffirmed its policy of focussing its resources on distressed
communities.

EDA'’s Policy guidance states that “EDA programs will give priority to projects
that address the economic needs of highly distressed communities.” During fiscal
years 1996 and 1997 EDA Public Works Projects were concentrated in communities
with high unemployment and low per capita income.

In order to further refine its understanding of distress, EDA commissioned a
study of outmigration/population loss as an indicator of economic distress by the
University of North Carolina. in addition, EDA asked the State Science and Tech-
nology Institute to assess how State technology strategies were addressing the needs
of distressed communities, and to recommend how States and the Federal Govern-
ment could leverage science and technology investments to benefit distressed areas.

In its proposed reauthorization legislation, EDA has prescribed specific quan-
titative measures of distress to determine eligibility of communities for Federal as-
sistance, to be determined at the time of application.

C. Linkage

Recommendation 7 proposes substantial reduction of the fragmentation of the Fed-
eral economic development effort.

Within its area of responsibility, EDA has attempted to ensure collaboration
among Federal agencies. In 1997, EDA was asked to take a leading role in assisting
communities affected by international trade. Accordingly, EDA has convened meet-
ings with the Departments of Labor and Treasury to ensure a coordinated response
in trade impacted areas. EDA has 17 Memoranda of Understanding with other Fed-
eral agencies to support joint efforts; in particular, EDA has been an active partici-
pant in overall Federal efforts to assist disaster affected localities and base closure
communities. On July 21, 1998, EDA will convene a meeting of representatives of
Federal agencies who have a direct interest in community economic development
planning, to discuss greater coordination of community planning requirements be-
tween Federal agencies.

In its proposed reauthorization, EDA includes specific language ensuring that the
agency actively coordinates its activities with other organizations, and restates the
importance of the National Public Advisory Committee on Regional Economic Devel-
opment, to include representatives of other Federal agencies.

Recommendation 8 suggests a permanent mechanism to provide overall policy-level
guidance, linking work force training, technology, and research to economic develop-
ment.

EDA has reached out to the Commerce Department’'s Technology Administration
and National Institute of Standards and Technology to bring together economic de-
velopment and technology deployment. A number of joint activities are currently
under consideration.

Recommendation 9 addressed the need to overcome obstacles to obtaining credit in
Federal business finance programs.
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EDA is exploring a number of innovative financing techniques to ensure optimal
use of Federal funds for business finance. Commonwealth Development Associates
is studying ways to leverage capital for defense adjustment infrastructure. In addi-
tion, EDA is working closely with the Corporation for Enterprise Development in
their study of local revolving loan funds, and as mentioned above, is studying the
impact of EDA revolving loan fund investments. Finally, EDA is examining the use
of “securitization” techniques to bring private capital into loan funds for distressed
communities.

Recommendation 10 suggests the encouragement of States and localities to stimu-
late links among businesses.

This recommendation is not one that falls squarely within EDA’s traditional area
of responsibility.

Next Steps: Fulfilling the Promise

NAPA recommended that as a next step interested parties engage in a serious
and extended conversation about their recommendations. In response to this sugges-
tion, in January 1997, EDA convened the first national economic development forum
at the Department of Commerce, where the concepts proposed by NAPA were dis-
cussed. EDA is currently organizing the second forum, scheduled for January 1999.

I cannot emphasize enough the positive influence and reinforcement that NAPA
has had on EDA’s perspectives regarding economic development. We thank you for
your efforts and look forward to continuing our productive relationship.

Sincerely,
PHILLIP A. SINGERMAN.

Mr. FosLEr. While we have not formally studied or assessed
EDA's actions in this regard, it is clear that the agency has taken
the panel’'s recommendations seriously and has taken very useful
steps, especially in the area of technical assistance and training.
For example, Mr. Singerman’s letter informs us that EDA is work-
ing to develop a methodology to assess the cost and benefits of
State incentive programs, they've engaged a contractor to assess
how Federal statistical agencies can better serve the needs of eco-
nomic development practitioners, and, as you've heard here, they've
commissioned independent evaluations of the agency’s own pro-
grams.

Hopefully, this will be a step toward encouraging States, local-
ities, and regions to do similar kinds of evaluations of their own ef-
forts. Thoughtful, sound evaluations can be tremendously useful to
economic development efforts in sifting the wheat from the chaff,
sharing good ideas, and finding better ways that EDA and other
Federal agencies can support their work.

For many years EDA has been at risk of being terminated. When
we were doing the research for our study we were told repeatedly
about the chilling affect that this had on the moral and the capabil-
ity of the agency. EDA is now working hard to revitalize itself.
We're pleased that the Academy report has been of some use to the
agency in this process, and hope that the committee will also find
the report useful in its own deliberations.

Thank you, Mr. Chairman. | would be happy to answer any ques-
tions.

Senator WARNER. Thank you very much.

Last, now Mr. Thompson. We thank you for making the trip up
from South Carolina to provide us with your views.
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STATEMENT OF ERIC P. THOMPSON, EXECUTIVE DIRECTOR,
LOWER SAVANNAH COUNCIL OF GOVERNMENTS AND PRESI-
DENT, NATIONAL ASSOCIATION OF DEVELOPMENT ORGANI-
ZATIONS, ON BEHALF OF THE COALITION FOR ECONOMIC
DEVELOPMENT

Mr. THompsoN. Thank you, Mr. Chairman, and thank you for
the opportunity to testify before the committee on the extremely
important subject of reauthorization of EDA. | am testifying on be-
half of the Coalition for Economic Development. I am, as you men-
tioned, Eric Thompson, Executive Director of the Lower Savannah
Council of Governments, a economic development district
headquartered in Aiken, South Carolina. In other words, I'm out
there where the rubber hits the road when it comes to economic de-
velopment and EDA. As President of the National Association of
Development Organizations, I'm pleased to join with other mem-
bers of our coalition in offering strong support for EDA reauthor-
ization.

Incidently, it's good be among friends here this morning. We've
heard some very good comments and very good support. My fellow
coalition member Judge Villines has given an excellent overview of
the importance of EDA programs to rural and urban communities.
I would like to focus on an issue of greater importance to my re-
gion, the State of South Carolina and other places throughout the
country affected by defense industry contract cuts and base clo-
sures.

Despite the small size of EDA, the agency has always provided
flexible programs and funding needed in times of sudden economic
distress. EDA’s defense adjustment programs help communities im-
pacted by base closures and/or defense contract reductions to re-
build and diversify their economies and move further away from
defense related dependency.

In the State of South Carolina there have been two major base
closings and significant cutbacks at the Department of Energy Sa-
vannah River Site, a DOE facility located in my region. In the
Lower Savannah region, the Savannah River Site produced mate-
rial for nuclear weapons used in the U.S. defense program. It is the
largest single employer in the State of South Carolina. With the
end of the cold war, the Department of Energy downsized the facil-
ity, resulting in a loss of over 10,000 jobs in the last 5 years, in-
creasing unemployment causing real estate values to stagnate and
essentially halting new home starts.

In 1997, a majority of the counties of the Lower Savannah re-
gion, which there are six, had unemployment rates above the State
average. Three of those were listed one, two, and three in the State
as far as having the highest unemployment rate.

In order to help the Lower Savannah region adjust to this drastic
cutback, the Department of Energy needed a Federal agency to ad-
minister DOE funds which are provided for community transition
projects. Using the existing EDA system and grant process, DOE
transferred funds to EDA to administer and now requires that
EDA approve all requests for community adjustment assistance
from DOE's Office of Work and Community Transition. DOE is not
in the economic development business. It needed an agency who
was and EDA was that agency.
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One of EDA's greatest strengths is the ability to use the existing
networks of 320 economic development districts, such as the Lower
Savannah COG, for defense adjustment, disaster relief, and overall
economic development assistance. These regional development or-
ganizations provide local governments with professional and tech-
nical assistance. Districts, the core of EDA’s delivery systems, are
multi-county public-private partnerships whose boards are com-
posed of local elected officials, private sector, and minority rep-
resentatives. They are critically important in small metropolitan
and rural regions where professional and technical assistance is
limited or nonexistent.

Of the Nation’s 39,000 units of general local government, 33,000
have populations of less than 3,000 people, and 11,500 local govern-
ments have no employees. Larger cities and counties have profes-
sional staffs including engineers and planners to assist elected offi-
cials in the decisionmaking process. However, in most of the coun-
ties’ small and rural communities, economic development district
employees are the only professional staff who are able to navigate
the mountains of red tape, regulations, and application forms nec-
essary to apply for Federal and State assistance.

It is through EDA’s planning grants to the districts that dis-
tressed communities gain access to professional capacity and tech-
nical expertise to plan for the future. Today, EDA’'s small planning
grants to districts support an overall economic development pro-
gram for the communities served. OEDPs are blueprints providing
a comprehensive plan for sustainable community growth and eco-
nomic development.

I have with me today a map of our six county region. This map
indicates the location of EDA assisted projects which have resulted
in over 11,000 new jobs. That map has 6 counties and 45 incor-
porated areas, almost every one of which has been assisted by EDA
projects.

EDA is extremely effective both in helping communities cope
with long-term economic disasters and natural disasters. It is im-
portant to remember that not all of the base alignment and closure
of BRAC listed installations are yet closed. It takes several years
to actually shut down a facility, so the need for EDA’s defense ad-
justment programs will continue. We strongly urge EDA to once
again assume the leadership role in the transition. How can we
best help America’s poor and disadvantaged? By providing them a
job so that they can buy their own shelter, their own food, their
own clothing. It's hard to pull yourself up by your bootstraps when
you have no boots. EDA has helped provide the bootstraps.

On behalf of the members of the Coalition for Economic Develop-
ment, | urge the committee to work with EDA to update the au-
thorizing legislation so that the Nation's distressed communities
will continue to have this vital Federal partner as we move into the
next century. I can assure you that those of us who work in eco-
nomic development at the local level will do everything we possibly
can to help make EDA more effective and more efficient.

In the South, Senator, as you said earlier, we have a saying, “If
it ain’'t broke, don't fix it.” Well, the only thing broke with EDA is
that it needs to be legitimized through authorization legislation. So
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I urge you to fix EDA and reauthorize this very needed and very
much appreciated Federal agency. Thank you, sir.

Senator WARNER. That's very helpful. All of the contributions by
this panel are very helpful.

I would just summarize my own views on this. And that is people
in communities like yours, Mr. Thompson, and elsewhere cannot
cope with the extraordinary weather changes we've had now and
disasters. | read this morning of I've forgotten now how many
inches of rain in Tennessee in 48 hours. The stories are extraor-
dinary. | think the Government has a role coming through the Fed-
eral disaster programs to help victims as a consequence of our un-
usual weather patterns. | don't recall, and I've lived on Planet
Earth | think a little longer than about everybody in this hearing
room, | just don't remember hearing of El Ninos as a small person.

The second thing is that as we downsize Government and par-
ticularly downsize the U.S. military, therein again communities
that have loyally and faithfully supported their local military bases
are suddenly faced with extraordinary readjustment. On the whole,
I think most of those situations have worked out for the ultimate
benefit of the community.

I was one of the coauthors of the first BRAC bill, the second
BRAC bill, so I've been pretty close to this process. I know how
strongly Members of Congress defend their communities and hope
that the bases will stay open, but it just doesn’'t happen in many
instances. Somebody has got to accept the fact that we don't have
the need for the large base structure that's currently in place to
support the level of men and women serving in the Armed Forces.

All of that to say that | think there’'s a vital need for this EDA
to continue, and you have my support.

I once again thank this panel and those others in attendance
who have come to indicate their support for this program.

Thank you very much. The hearing is concluded.

[Whereupon, at 11:30 a.m., the subcommittee was adjourned, to
reconvene at the call of the Chair.]

[Additional statements and the text of S. 1647 follow:]

STATEMENT OF SECRETARY WILLIAM M. DALEY, U.S. DEPARTMENT OF COMMERCE

Chairman Chafee, Subcommittee Chair Warner, Ranking Minority Member Bau-
cus, and distinguished members of the subcommittee: thank you for scheduling this
hearing.

Joining me today is the Assistant Secretary of Commerce for Economic Develop-
ment Phillip Singerman. Following my brief testimony, Dr. Singerman will make a
statement and be available to answer any technical questions.

| am pleased to testify on S. 1647, the Economic Development Partnership Act of
1998, which would reauthorize, for 5 years, the Economic Development Administra-
tion. My message is clear: this legislation is critical to our ability to efficiently help
our nation’s distressed communities.

It is my goal as Secretary to run a department that is efficient, cost-effective, and
productive for the American people.

EDA clearly achieves all of these goals.

Ninety-nine percent of its public works projects have been completed as planned.
Since President Clinton took office, the agency cut the number of political positions
from 14 to 5, and reduced regulations by 60 percent.

This is a leaner EDA that has learned how to do more with less.

Most importantly, it knows how to expand opportunities for Americans who need
it most.
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Let me be frank. I have heard the criticism that this is pork, that with an econ-
omy as strong as ours, communities do not need help developing their infrastructure
or attracting new business.

The fact is these funds are predominantly invested in areas where the unemploy-
ment rate is 40 percent higher than the national average and per capita incomes
are 40 percent below average.

The fact is a thriving community one day can be a distressed one the next. All
it takes is a military base closure, a defense industry downsizing, a Department of
Energy reduction, or a natural disaster. As Chairman Chafee knows first hand that
happened in Narragansett, overnight, when suddenly an oil spill hurt the fishing
industry. But within 30 days, we gave a $1 million grant to get the community back
on its feet and develop recovery plans.

I also have heard the criticism that some of these are make work projects: all they
do is create short-term construction jobs. That is not so. They create permanent
jobs.

The fact is 6 years after projects are completed, on average, the number of local
jobs have doubled. And for every $1 million Congress authorizes to fund an EDA
project, that leverages $10 million in private-sector investment.

EDA'’s programs work.

Take Grand Forks, North Dakota, after those terrible floods in 1997 that dev-
astated North Dakota, South Dakota, and Minnesota. We came in with a $3 million
grant to construct two professional buildings in downtown Grand Forks. Community
leaders have told me, iIf it hadn't been for that investment, businesses would have
left downtown. And the people of Grand Forks, who had already lost too much,
would have lost their central business district.

Or take the Center for Employment Training in Santa Clara County, California.
EDA grants totaling $4 million over the past few years were used to convert an
abandoned high school in a highly distressed Hispanic neighborhood into one of the
most successful vocational training facilities in California. The Center has now ex-
panded its programs to include a culinary school and medical assistant training—
and every student graduates into a job.

Another example is our $2 million grant to help Portland State University build
a distance learning center. It will link the university's educational programs with
rural and remote areas of Oregon. So underemployed and unemployed people there
can have access to academic, business, and vocational training.

| believe that in the future, what we do at EDA will be even more important. In
this new economy, the pace of globalization and technology development will acceler-
ate. We will see constant restructuring of firms and industries. All of this will re-
quire our nations communities to be more flexible and innovative in creating jobs
and attracting private-sector investment.

And a new EDA will be there to help. This agency has reformed for the better,
and this legislation will allow it to reform even more.

It lets us reduce paperwork. It encourages State and local cooperation. It sim-
plifies the application procedures. It provides maximum flexibility to grant recipi-
ents.

And this legislation will allow us to change the eligibility requirements for EDA
assistance. Gone will be the days that once you are a designated area, you automati-
cally remain one for life. Replacing it will be a fairer process that says simply: an
applicant is eligible based on needs at the time it applies.

So, Mr. Chairman, | believe we have addressed the concerns that Congress and
others have expressed over the years.

EDA has not be reauthorized since 1982. The time has come. And | look forward
to working with you, as the bill moves forward.

Thank you.

STATEMENT OF PHILLIP A. SINGERMAN, ASSISTANT SECRETARY FOR ECONOMIC
DEVELOPMENT, DEPARTMENT OF COMMERCE

Chairman Chafee, Senators Warner and Baucus, and distinguished Members of
the Subcommittee, thank you for convening this important hearing. | appreciate the
opportunity to testify before this subcommittee. Know of my sincere appreciation for
the many courtesies and considerations that you and Members and staff of the Com-
mittee have extended to me and my staff. In particular, we acknowledge Senators
Max Baucus and Olympia Snowe for introducing the Administration’s legislation by
request. We are grateful for the opportunity of working with you to reauthorize the
Economic Development Administration (EDA).
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Allow me to next thank Secretary of Commerce William M. Daley for his testi-
mony today on behalf of EDA reauthorization and for his exemplary leadership at
the Department of Commerce. Leadership that has resulted in a comprehensive
management review of the operations of the Department, implementation of im-
proved communications throughout the Department, focus on a Department-wide
strategic planning effort, and guidance that set forth Departmental themes, goals
and objectives that integrate bureau missions.

The Secretary and | are accompanied today by the EDA Executive Management
Team and | take this opportunity to introduce them to you: Chester Straub, Jr.,
Deputy Assistant Secretary, Office of Program Operations; Ella M. Rusinko, Acting
Deputy Assistant Secretary for Program, Research and Evaluation and Director, Of-
fice of Communications and Congressional Liaison; Mitchell L. Laine, Chief Finan-
cial Officer, Edward M. Levin, Chief Counsel, and, Kimberly Cain, my Special As-
sistant.

A Case for EDA

Mr. Chairman, the first time | appeared before you and Members of the Commit-
tee was at a confirmation hearing in late 1996. Since then, | am proud and pleased
to report to you today that we have accomplished a great deal at EDA. We have
aggressively focused on:

» the management and operations of the agency,

* implementing a strategic planning process that complements the Department’s
plan,

e ensuring that our mission combines with Departmental themes, developing and
implementing program performance measures in compliance with the Government
Performance and Results Act of 1993 with validated results; and,

e partnerships in economic development.

Our outcomes are tangible and EDA is an administratively reformed and re-
invented Federal agency.

Distressed communities across America face tremendous economic development
challenges as we approach the year 2000 and a new age of technology. As Secretary
of Commerce William M. Daley has stated, “We continue to make trade and the de-
velopment of our economy the most important piece of the Department.” The EDA
mission fully supports that objective as EDA remains focused on assisting rural and
urban distressed communities in developing a sustainable economic base which will
be both competitive in tomorrow’s world marketplace and productive in the creation
of local jobs and in the leveraging of private-sector investment. EDA continues to
operate under the fundamental principle that economic development is a local proc-
ess. EDA provides strategic assistance with which local communities in a public/pri-
vate process build the capacity to understand their economic challenges, develop the
consensus strategies necessary to create positive economic change and implement
their plans with specific actions or milestones for economic growth. EDA cooperates
with and fosters partnerships with State and local governments, regional economic
development districts, public and private nonprofit organizations, and Indian tribes
to sustain and promote economic development across the country. EDA programs
continue to be needed to assist local, State and regional efforts to improve economic
conditions.

The Reform and Transformation of EDA
EDA is doing more with less and is a leaner, streamlined Agency having:

* to reduced regulations by over 60 percent;

e over a 2-year period reduced Agency staff by 30 percent and the number of non-
career positions from 14 to 5, or by 60 percent;

* reduced Washington staff by 25 percent in Fiscal year 1996;

« simplified the grants application process, including its pre-application and appli-
cation forms to better serve EDA customers; and,

* implemented an agency reorganization approved by the Administration and the
Congress.

EDA has implemented sound management and administrative practices that in-
clude:

» continued delegation of authority to Regional Offices for the approval of grants;

* instituted a team-based approach to program delivery in the field with remaining
Economic Development Representatives in individual States receiving greater sup-
port from Regional offices;

* moved toward an automated on-line application process;

» focused Headquarters staff on policy direction and program evaluation;
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» developed a Strategic Plan that reflects Administration Initiatives and Depart-
ment of Commerce themes and sets forth goals and objectives for EDA’s economic
development program;

* implemented program performance measures to comply with the Government
Performance and Results Act of 1993 (GPRA);

» accelerated resolution of outstanding Inspector General audit issues;

* hired a Chief Financial Officer to oversee the agency’s financial management re-
sponsibilities; and,

» utilized resources in an optimum manner to reduce its contingent liability for
past program activity as well as to manage increasing workloads, many the result
of recent supplemental appropriations. The agency currently manages close to a
$1 billion portfolio of approved construction projects that require monitoring, serv-
icing and accounting before closeout.

EDA Evaluations and Program Performance Measures

EDA has validated, robust results of the public works and defense economic ad-
justment programs. In the public works evaluation, researchers found that:

* 99 percent of the projects were completed as planned;

* 91 percent were completed on time;

* 52 percent were completed under budget;

e 327 jobs were created or retained for every $1 million in EDA investment (an
EDA job cost of $3,058);

* every $1 million in EDA funding leveraged $10.08 million in private-sector in-
vestment;

« every $1 million in EDA funding increased the local tax base by $10.13 million;

« the number of local jobs doubled in the 6-years after project completion; and, at
project locations the unemployment rate was 30 percent higher than the State av-
erage unemployment and 40 percent higher than the national average unemploy-
ment, per capita income was 40 percent less than the State and national aver-
ages, and 40 percent more were below the poverty level than in the State or na-
tion.

We plan to continue evaluating the balance of our programs. Thus far, completed
studies include:

» Post-Disaster Assistance: Hurricane Andrew conducted by Aguirre International;

e The Impact of Incubator Investments conducted by the University of Michigan,
National Business Incubator Association, Ohio University and the Southern Tech-
nology Council;

e Public Works Program: Performance Evaluation conducted by Rutgers Univer-
sity, the New Jersey Institute of Technology, Columbia University, Princeton Uni-
versity, the National Association of Regional Councils and the University of Cin-
cinnati;

« Defense Adjustment Program: Performance Evaluation conducted by the Rutgers
University-led consortia of research entities; and

e Public Works Program: Multiplier and Employment—Generating Effects con-
ducted by the Rutgers University-led consortia of research entities.

Studies Underway or for which a Request for Proposal has been announced in-
clude:

e Evaluation of the Midwest Flood Program Implementation by Aguirre Inter-
national;

» Evaluation of the Overall Economic Development Program by the Corporation for
Enterprise Development;

« Evaluation of the Trade Adjustment Assistance Program by the Urban Institute;
and, Evaluation of EDA Revolving Loan Fund Program.

* EDA plans to apply research information to our continued, evolving analyses of
program performance. We continue to focus on refining reporting requirements es-
tablished under the Government Performance and Results Act of 1993 (GPRA).

The Department of Commerce Inspector General’'s March 1998 Semiannual Report
to Congress states, “In examining the overview of EDA’s financial statements, we
found that it appropriately (1) links EDA’s programs with the Department’s strate-
gic plan, (2) identifies management actions taken to address internal control defi-
ciencies, and (3) reflects EDA'’s progress in meeting GPRA requirements.”

The report also cites areas where EDA can improve reporting results and presen-
tation of performance data, and we are committed to implementing changes that
comply with the Inspector General’'s observations.
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Why Reauthorize EDA

As EDA looks to the future, we continue to focus on our mission and how to better
serve the Nation’s distressed communities in an expanding global economy that is
more technology oriented. Many of America’s communities are leaders in global com-
petitiveness, but for every community in this category, antitheses exist. Lagging
areas of the country may lack the technical prowess and expertise yet possess un-
tapped, unique and marketable resources. American communities need to reap the
benefits that local resources offer, and to do so requires viable strategies for eco-
nomic sustenance, growth and prosperity that creates jobs. Community strategies
for economically needy areas will require thoughtful investments in infrastructure
and technology capacity in order to effectively keep pace with the rapidly changing
environments of a world economy. And, EDA is facing the economic challenges of
today for a better tomorrow.

To maintain and continue the EDA momentum in helping the Nation’s distressed
communities, to complete the agency’s reform process, and for national public policy
purposes, the agency needs reauthorization. EDA has not been reauthorized since
1982 and the Public Works and Economic Development Act, as amended, needs to
be updated, streamlined and brought into the fast-approaching 21st Century.

The Economic Development Partnership Act

The Administration’s proposal (S. 1647), the Economic Development Partnership
Act (EDPA) of 1997 was transmitted to Congress on March 31, 1997 and seeks a
5-year reauthorization of EDA. The legislative proposal was drafted over the course
of more than a year and thoughtfully weighed and considered reauthorization legis-
lation previously considered by the 103d and 104th Congresses. EDPA adheres to
the reform principles developed in legislation considered during the 104th Congress.
EDPA constitutes an entire rewrite of the agency’s current authorizing legislation,
the Public Works and Economic Development Act of 1965, as amended. It encour-
ages cooperation among Federal agencies and complements EDA management ini-
tiatives focused on the efficiency and effectiveness of the EDA mission.

EDPA facilitates program management and oversight by allowing transfers of
funds from other Departments and Agencies; requiring grant recipients to maintain
records that adhere to sound financial record keeping practices that are available
for audit; adding the Inspector General for the Department of Commerce to the list
of authorized individuals with access to records for examination and audit; and, per-
mitting self-certification by applicants, as appropriate. Also, the proposed legislation
eliminates duplication through the establishment of an overall economic develop-
ment strategy for economic adjustment and public works projects.

EDPA provides for long-needed improvements that strengthen EDA economic de-
velopment tools through changes that lessen burdens on applicants, facilitate pro-
gram delivery and enhance program flexibility to address the needs of the Nation’s
most distressed communities. The proposed legislation eliminates the designation
system which under current law means once an area is designated as “distressed”
it retains that designation regardless of improving economic conditions. S. 1647 re-
places the process with one that requires eligibility for EDA assistance at time of
application based on clearly defined economic distress criteria that includes high un-
employment riotously per capita income levels, or out-migration.

Other improvements include:

* updating the requirement for the preparation and adoption of a comprehensive
economic development strategy as a basis for EDA development assistance;

« allowing minor changes to the purpose and scope of projects which allow recipi-
ents to enhance the economic development area;

* permitting recipients of EDA approved grants to use project underrun funds for
same project enhancements as a recognition of grantees’ prudent management of
Federal dollars;

* enabling assistance for projects on military or energy installations without re-
quiring that the recipient have title or a leasehold interest in the property for a
specified term which solves a current legal obstacle to the implementation of
projects in affected areas; and,

« affirmation of the EDA role in other long-standing activities or programs, such
as in defense conversion, post-disaster economic recovery and support of Univer-
sity Centers.

EDPA makes many Improvements, but it carefully preserves safeguards and pro-
tective provisions, such as prohibiting EDA assistance that would ( 1 ) promote or
extend unfair competition or tend to create excess capacity in a given industry or
(2) relocate firms from one part of the country to another.
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Conclusion

Mr. Chairman, in conclusion, EDA has transformed itself and instituted a system
for on-going self-analyses. As such, EDA has a tremendous opportunity to actively
utilize public policies and public investments to promote American ingenuity that
culminates in economic growth and job creation. EDA has validation of program per-
formance as evidenced by recent studies. The management reforms that EDA has
implemented are yielding more efficiency and effectiveness in program management
and delivery. EDA is focused on its financial management operations and is working
closely with the Inspector General for the Department of Commerce to achieve an
unqualified financial statement, which we were just shy of obtaining for 1998.

EDA has an established record of expertise and experience in economic develop-
ment and has been a pioneer helping distressed communities create economic devel-
opment best practices, such as revolving loan funds and small business incubators.
EDA works. EDA programs work.

The next millennium will host a different set of economic challenges for American
communities: How to maintain and improve global competitiveness in an increas-
ingly information-dominated, technology-oriented society where distance is becoming
obsolete. EDA needs to be there, helping America’s distressed communities imple-
ment their own targeted strategies and programs for economic recovery and growth.
In so doing, we continue to strengthen the Nation's economy which is a product of
innovation rooted in American creativity and spirited by the American Dream.

Mr. Chairman, | reiterate my appreciation for this hearing and take the oppor-
tunity to express our willingness to work with you on behalf of America’s rural and
urban distressed communities. | would be glad to respond to any questions which
you and Members of the Subcommittee may have on EDA. Thank you.

RESPONSES BY PHILLIP SINGERMAN TO ADDITIONAL QUESTIONS FROM SENATOR
WARNER

Question 1: In an era of greater accountability and insistence on results, many
agencies are struggling with devising ways to meaningfully measure the outcome of
their programs. EDA is no exception. Indeed, G?4(9 has reported that no definitive
conclusions can be reached from the limited research that has been done to assess
the overall impact of EDA's assistance on economic development.

More recently, the GAO noted that there are no measurable performance goals
for four of the seven strategic objectives listed for the EDA in its annual perform-
ance plan.

What can you tell the committee about recent analysis to measure the impact of
EDA's programs on economic development?

With regard to performance goals, what is EDA doing to ensure that it has meas-
urable performance goals for all of its strategic objectives? Could you describe how
you plan to measure performance for each? Can all of these be measured in the up-
coming year? | understand that for several measures, the plan does not allow for
assessment for 6 to 10 years.

Response: In April, 1996, GAO issued a report entitled Limited Information Exists
on the Impact of Assistance Provided by Three Agencies that included the Economic
Development Administration, the Appalachian Regional Commission, and the Ten-
nessee Valley Authority. Since the issuance of that report, EDA has undertaken sys-
tematic, rigorous evaluations of EDA program activities to develop, test and refine
performance measures and to establish benchmarks for program performance. In ad-
dition, EDA research and national technical assistance studies are focused on dif-
ferent types of activities supported by EDA programs. Recently completed evalua-
tions and studies include:

* Public Works Program Performance Evaluation (Rutgers university, et al.)—1997
Defense Adjustment Prog. Performance Eval. (Rutgers university, et al.)—1997
Science and Technology Strategic Planning (State Science & Tech. Inst.)—1997
Impact of Business Incubator Investments (University of Michigan, et al.)—1997
Cluster-based Economic Development ( Information Design Associates)—1998
Evaluation of the Midwest Flood Recovery (Aguirre International)—1998
Public Works Program: Multiplier& Employment Effects (Rutgers, et al.) —1998

Studies underway and planned include:

Overall Economic Development Prog. Eval. (Corp. for Enterprise Dev.)—1998
Planning Performance Measures (Applied Development Associates)—1998
Trade Adjustment Assistance Program (Urban Institute)—1998
Microenterprise Development (Rutgers University)—1998

Univ. Center Peer Review (Natl. Assoc. of Manuf. & Tech. Asst. Ctrs.)—1998
State Incentive Programs (Natl. Assoc. of State Development Agencies)—1998
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Revolving Loan Fund Program—~Proposed for fiscal year 1998
Technology Transfer & Commercialization—Proposed for fiscal year 1998
Brownfields/Air Quality—Proposed for fiscal year 1998
Native American Program—Proposed for fiscal year 1998
State International Trade Programs—Proposed for fiscal year 1999
Trade-Impacted Communities—Proposed for fiscal year 1999
Recently completed evaluations of the performance of EDA’'s Public Works and
Defense Adjustment programs were conducted by Rutgers University with the New
Jersey Institute of Technology, Columbia University, Princeton University, and the
National Association of Regional Councils and the University of Cincinnati. The
Public Works Program Performance Evaluation, completed in May, 1997 shows:
For every $1 million invested by EDA:
e 327 jobs created or retained
* $10 million private-sector investment
*  $1 million in other public/non-profit investment
e $10 million increase in local tax base $3,058 cost per job
EDA investments target distressed communities:
Unemployment of 9.6 percent (median 24-month average)
Per capita income of $7,666 (median) Residents 18 percent below poverty level
(median)
Residents 11 percent minority
Quality Project Results

99 percent of projects completed as planned

91 percent of projects completed on time

52 percent of projects completed under budget

Permanent private-sector jobs doubled within 6 years of completion.

In 1996, EDA developed core performance measures for all EDA programs (public
works, economic adjustment, planning and technical assistance, and trade adjust-
ment). These core performance measures, first applied to fiscal year 1997 grant
awards, focus on important program outcomes such as job creation, private-sector
investment, increased tax base, local planning and community participation, and
partnerships with State and regional economic development organizations.

EDA established performance goals for EDA programs as part of the fiscal year
1999 Congressional Budget submission. Measurable goals were developed by analyz-
ing research findings (e.g., Rutgers) and adjusting for variables that effect perform-
ance in different years, such as variations in the mix of project types and changes
in economic conditions. EDA will continue to use research and program evalua-
tions—such as those now underway for planning, university centers, and trade ad-
justment assistance centers—to improve the way EDA measures performance and
manages programs.

EDA will use recent research findings (see list above) to develop measurable goals
for all strategic objectives, including technology-based economic development, disas-
ter assistance, conversion of military installations to civilian uses, and sustainable
development. EDA will solicit feedback from grantees, Agency stakeholders and
other development practitioners prior to implementing new performance goals and
measures in fiscal year 2000.

Consistent with guidance from GAO, EDA performance goals and measures focus
on program outcomes, rather than outputs. The Rutgers studies show that outcomes
for economic development projects increase over time and, typically, are not fully re-
alized until 6 to 10 years following project completion for infrastructure projects.
Such projects may require 3 years to complete construction and, once completed,
continue to create jobs, attract investment, increase tax base, and diversify local
economies as businesses locate and expand in EDA funded industrial parks, incuba-
tors, and areas served by road, water and sewer, technology and training facilities.

For revolving loan funds, jobs are generated shortly after project approval, but
projects continue to generate jobs and investment as new loans are made from prin-
cipal repayments in subsequent years. EDA tracks the cumulative results for revolv-
ing loan fund projects, including increases in the capital base.

EDA established requirements to report on performance (e.g., jobs created and
saved, private dollars invested, additional public and private dollars leveraged, in-
creased tax base) starting with fiscal year 1997 grant awards. Public works grantees
will report at project completion and 3 and 6 years following completion. Revolving
loan fund grantees will report at 3, 6 and 9 years following project approval. Plan-
ning and technical assistance grantees will report annually or at project completion.

As stated above, some program activities will require from 6 to 10 years following
project completion to fully realize projected outcomes. To address this gap, EDA will
review the performance of construction and revolving loan projects that are at least
6 years old. During fiscal year 1999, EDA will review projects completed in 1993
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(6 years ago) to validate findings from the Rutgers studies for public works and re-
volving loan fund projects. This process will be repeated to test benchmarks, vali-
date performance goals and measures, and provide a more accurate and complete
understanding of the performance of EDA programs.

Question 2: Section 202 of the bill allows the amount of grants to be increased
to help cover increases in construction costs. This provision would not increase the
percentage offending EDA provided to a project. How would EDA implement his
provision?

Do you believe that the provision could result in applicants initially underestimat-
ing construction costs knowing that later EDA will cover increases in construction
costs?

How would EDA guard against such practices?

Response: EDA would implement the provisions of proposed section 202 in a man-
ner consistent with its current practice of awarding funds for construction cost in-
creases in public works projects, authorized by section 107 of the Public Works and
Economic Development Act of 1965, as amended (42 U.S.C. 3137), as implemented
by regulation in 13 CFR 305.10. EDA has averaged less than six such amendments
per year over the last 2 years.

Based on EDA's experience, there appears to be little risk that applicants would
underestimate costs in anticipation of obtaining a cost increase award amendment
later. Such amendments are not automatic, they are in EDA's discretion and would
assuredly be denied if it appeared an applicant had misstated its estimated costs
in its initial application. Applicants could never “know” that later EDA would cover
cost increases. EDA would guard against the risk that an applicant nevertheless
might attempt to obtain an increased award through such an exercise, by confirming
from documentation submitted by the applicant that the cost of the project has in
fact increased, and that an increase of the amount of the grant is in fact necessary
for the for the satisfactory completion and operation of the project.

Question 3: | understand that about 90 percent of the nation’s population resides
in EDA designated eligible areas. Once an area has been added to the EDA list, it
cannot be dropped from it even if it no longer meets the designation criteria.

However, EDA has the discretion to direct assistance to areas that need it most.
How does EDA determine which areas are most needy?

Are legislative changes needed in the eligibility criteria for EDA programs?

Response: EDA currently determines which areas will receive major EDA assist-
ance according to the same criteria as appears in the proposed legislation—low per
capita income (80 percent or less of the national average), a high unemployment
rate (a rate for the previous 24 months 1 percent or more higher than the national
average), or severe sudden or long term economic dislocation (e.g., defense conver-
sion, loss of a major employer, natural or other disaster). Areas that remain des-
ignated as redevelopment areas because they were once (but no longer are) economi-
cally distressed, and are therefore technically eligible for public works grant assist-
ance, do not receive such assistance.

Legislative changes are not necessary to continue this EDA practice, but they
would confirm this policy, give it Congressional blessing, and preclude misunder-
standings on the part of prospective applicants that might otherwise expect to re-
ceive assistance?

RESPONSES BY PHILLIP SINGERMAN TO ADDITIONAL QUESTIONS FROM SENATOR
BOXER

Question 1: As you know, California has been hard hit by military base closings.
EDA has funded over 90 defense conversion projects in California so far, but much
more is still to be done. Some military bases are not scheduled for closure until the
year 2001. Does EDA plan to increase the number and scope of these vital projects?

Response: Of the 115 base closures/realignments, EDA has actual closure dates
for 115. Of the 115 scheduled base closures 83 have already closed including 20
bases in California. Over the course of 1999 (9) bases will close, 2000 (10) bases will
close and 2001 (6) base will close. Of the | 15 bases scheduled to close, we have as-
sisted 90 through 206 EDA grants (as of 9130/97).

Based on EDA experience, it takes communities an average of 2 years to put a
together an economic adjustment strategy, usually funded by DoD’s Office of Eco-
nomic Adjustment. Many of the subsequent community strategy/reuse plans call for
as much as 3-5 year initial implementation phases, with total redevelopment in 10
or 20 years. Therefore, EDA expects many BRAC 95 bases to begin to implement
their conversion strategies in fiscal year 1998, along with the other BRAC bases
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that will be coming to EDA for additional funds to complete their initial implemen-
tation strategies.

EDA expects that the bulk of its defense adjustment efforts will continue to be
associated with closing military bases and the vast majority of that activity such
as you are well familiar with in California will be concentrated on base reuse infra-
structure projects. Such projects may range in size from several hundred thousand
dollars to several million dollars.

Question 2: How does EDA interact with other Federal agencies Such as the De-
partment of Defense, the Department of Labor, and the Department of Housing and
Urban Development) that are working on base closure and what can be done to in-
crease communication and cooperation smith these agencies to better help local com-
munities?

Response: The Economic Development Administration (EDA) is the experienced
economic development agency of the Federal Government. EDA works in partner-
ship with State and local governments, regional economic development districts,
public and private non-profit organizations, and Indian tribes. EDA has had an on-
going partnership with The Department of Defense Of rice of Economic Adjustment
(DoD) which operates as the lead agency for the formation of local reuse organiza-
tions and the funding of such plans. Similarly, EDA partners with the Department
of Energy in assisting communities affected by downsizing of Energy facilities, and
the FAA’s Military Airports Program with jointly funded projects at closing bases.

Question 3: California has, in recent history, been hard hit by several natural dis-
asters including the earthquakes of 1990 and 1994, and El Nino storms of the past
year. What has EDA been doing to help communities to recover from natural disas-
ters and how does EDA interact and coordinated with the Federal Emergency Man-
agement Agency (FEMA)?

Response: In the last 5 years, EDA’s Disaster assistance program has received
over $500 million in supplemental appropriations for long-term economic recovery
assistance in 30 States and 4 territories and commonwealths. Overall, over 80 per-
cent of the EDA funds were used for infrastructure construction projects, about 15
percent were for revolving loan funds and less than 5 percent were used for eco-
nomic recovery planning and technical assistance.

EDA has worked cooperatively with FEMA for some time in post-disaster program
operations at the field level with EDA often co-locating in FEMA disaster field of-
fices. More recently, EDA has been involved more closely in partnership with FEMA
at the policy level in headquarters in updating the Federal Response Plan to incor-
porate a recovery component, serving on FEMA-lead Federal Recovery Task Force
groups in response to specific disasters, and supporting the economic components of
new FEMA mitigation initiatives such as “Project Impact” Building Resistance Com-
munities” to encourage local actions to make communities safer and to reduce the
cost and impact of future disasters.

In support of this FEMA mitigation initiative, EDA has continued its economic
focus and is committing resources to safeguard jobs and insulate economic growth
from the impacts of future disasters in disaster-prone areas of the country to help
create “Disaster Resistant Jobs”. On June 29, 1998 EDA and FEMA announced a
Memorandum of Agreement to cooperatively develop and deliver a “Disaster Resist-
ant Jobs Training” to help communities safeguard existing jobs and accelerate post-
disaster economic recovery. In addition, EDA and FEMA are finalizing a Memoran-
dum of Understanding to formalize the Project Impact partnership which will help
outline the form and structure of cooperative activity for each agency in support of
the Project Impact Initiative and Project Impact communities.

EDA has been tasked by FEMA with a Mission Assignment for the Florida fires
to conduct analyses of the economic impact on the local communities, and an analy-
sis of the insurance coverage in meeting the residents/businesses needs.

RESPONSES BY PHILLIP SINGERMAN TO ADDITIONAL QUESTIONS FROM SENATOR
WYDEN

Question 1: The Administration committed to provide $3 million for the Northwest
Economic Adjustment Initiative under a memo of understanding with the Northwest
Governors. Does the Administration plan to live up to that commitment?

Response: EDA has proposals in the fiscal year 1998 pipeline totaling approxi-
mately $5.8 million responding to timber impacted communities which are compet-
ing for funding this fiscal year. EDA’s forest initiative awards for FY 98 are ex-
pected to exceed $3.0 million. Between 1994 and 1997 EDA has funded timber relat-
ed projects totaling approximately $42.0 million.
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Question 2: Congress provided $2 million more for the Title IX program in FY 98
than the Administration requested. You can 't say a shortage of funds is preventing
you from fully funding the NW Initiative. What s the holdup in providing the fund-
ing?

Response: EDA's Seattle regional office has received $2.0 million in addition to its
regular formula base allocation for Title IX to assist the timber impacted commu-
nities—all of which is expected to be awarded in fiscal year 1998.

Question 3: Although this is supposed to be the fast year of the NW Initiative,
Oregon still has 7 counties in the State with unemployment at least twice the na-
tional average as a result of dislocations of workers in timber and salmon fishing
(Coos, Harney, Hood River, Jefferson, Lake, Morrow and Wallowa). What continuing
commitment does EDA plan to provide the Northwest to help these workers and
communities get back on their feet?

Response: EDA has been and will continue to be supportive in its efforts in assist-
ing timber impacted communities. EDA'’s intent is to continue normal levels of as-
sistance to these communities to help guide them through the planning and adjust-
ment process. EDA's participation in the Memorandum of Understanding was in-
tended to help offset immediate economic impacts and to begin a short-term devel-
opment strategy. EDA maintains that the remaining long-term economic develop-
ment needs related to the Forest Initiative, are best handled through its regular
programs.

STATEMENT OF ROBERT W. BURCHELL, PH.D., DISTINGUISHED PROFESSOR, PRINCIPAL
INVESTIGATOR, CENTER FOR URBAN PoLICY RESEARCH, RUTGERS UNIVERSITY, NEW
BRuUNswick, NEwW JERSEY

SECTION II PUBLIC WORKS PROGRAM PERFORMANCE EVALUATION

Study Overview

The purpose of the research described here was to evaluate all 205 Economic De-
velopment Administration (EDA) Public Works Program projects that received their
last payment in fiscal year 1990. This means that, as of that date, the projects were
completed and structures associated with them either occupied or soon to be occu-
pied. Thus, at the time of this research—6 years later—these projects had been suf-
ficiently established to make their evaluation possible.

Since 1965, EDA’s mission has been to promote the long-term recovery of economi-
cally depressed areas by assisting local governments via public works project grants
in generating and retaining jobs and in stimulating commercial and industrial
growth.

Study Procedures

The study was undertaken from November 1996 through March 1997 by research
teams from five universities and a major professional organization. All principals of
the research teams have extensive experience in both economic development and in-
frastructure studies. Each principal spent significant time in the field researching
individual projects and talking to grantees. Each principal and affiliated staff par-
ticipated in some aspect of research analysis and in writing the final report. All con-
cur with the findings presented below.

The research team contacted by mail and telephone 205 grantees of public works
projects. To help the grantees better understand the purpose and types of informa-
tion necessary to undertake the evaluation, all grantees were invited to attend semi-
nars conducted by the research team at 13 locations nationally. Sixty (60) project
sites were visited to conduct in-depth discussions with grantees to learn more about
their individual projects’ impacts and to validate the information that they were in
the process of providing.

The analysis uses performance measures developed by EDA specifically to evalu-
ate public works projects. Performance measures relate primarily to numbers of var-
ious types of jobs created or retained and amounts of private- and public-sector
funds leveraged.

Project Type and Context

From a universe of 205 EDA public works projects receiving a closeout payment
in fiscal year 1990, all 205 were successfully contacted.
The composition of the 203 completed ® public works projects is as follows:

1Two projects aborted and were not constructed because of local financial or market reasons.
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Distribution of Projects

Number Percent
Buildings .........c...... et s 27 133
Industrial Parks ..........ccccveiv 59 29.1
Roads TR 17 8.4
Water/Sewer .......... s s 87 42.8
Marine/Tourism ... 13 6.4
TOTAL oo e —————— 203 100.0

In terms of the context of the above projects, EDA public works projects take place
in locations where levels of unemployment and percents of the population below the
poverty level are 40 percent higher than State and national averages. These are also
locations where per capita income is typically 40 percent lower than averages at the
State and national levels.

Project Completion

Of those public works projects contacted by the research team, 99 percent (203)
were completed as planned. Ninety-one percent (185) of the projects were completed
on time.

Fifty-two percent (105) were completed under budget.

Project Impacts

Project-Related Direct Impacts

Ninety-six percent (195) of the public works projects produced permanent jobs 6
years after completion. Eighty-four percent (171) leveraged private-sector invest-
ment over the period. On average, each public works project produced 327 direct
permanent jobs for every $1 million of EDA funding.

Based on average EDA funding of $660,557 per project, $3,058 in EDA funds was
spent per job created or retained. Total cost (all sources of funding, including EDA)
per job created or retained was $4,857.

Not including public projects, for every $1 million of EDA funding, $10.08 million
was leveraged in private-sector investment.

For all projects, for every $1 million of EDA funding, another $1 million was le-
veraged in Federal, State or local investment.

15.0 FTE (full-time-equivalent) construction jobs were created per $1 million of
EDA funding, carrying out solely the grant-supported component of capital infra-
structure.

Nonproject-Related Direct and Indirect Impacts

Nonproject-related direct or indirect jobs (those that occur because of the project
or the project’s jobs) were found to be present in 30 and 35 percent, respectively,
of all public works projects.

Considering all projects’ ability to generate nonproject-related direct or indirect ef-
fects, for every $1 million of EDA funding, an additional 50 jobs and $1.18 million
in private-sector investment were generated in nonproject-related direct effects, and
an additional 64 jobs and $126,180 were generated in indirect effects.

Except in cases where the project was tax-exempt, public works projects increased
the local tax base at a level of $10.13 million per $1 million of EDA funding.

Project Impacts (General)

Public works projects’ economic impacts generally increase with time. Jobs result-
ing 6 years after completion were, on average, twice the number witnessed at
project completion.

EDA public-sector economic stimuli create private-sector jobs at high levels of suc-
cess and low levels of cost.

Conclusions

Most of the public works projects achieved EDA’s objective of providing commu-
nities with the necessary infrastructure to expand their economic base.

Jobs and private investment have occurred in many areas that would not have
experienced these benefits without EDA assistance.

EDA offices as an instrument of government, and EDA field representatives who
interact with grantees, are well-regarded by their constituencies.
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SECTION 11
DEFENSE ADJUSTMENT PROGRAM PERFORMANCE EVALUATION

Study Overview

The purpose of the research described here is to evaluate all (190) Economic De-
velopment Administration (EDA) Defense Adjustment Program grant projects ap-
proved during the period fiscal year 1992 through fiscal year 1995. The primary ob-
Jective of this program and its projects is the restructuring of local economies to di-
versify away from dependence on former defense bases or defense contractors im-
pacted by closure or cutback.

Direct appropriated funding to EDA for the Defense Adjustment Program began
in fiscal year 1994. From 1992 to 1994, EDA received transfers of funds for defense
projects from the Department of Defense’s Office of Economic Adjustment (OEA).
The program, therefore, is relatively young, and as of 1997, the defense construc-
tion, capacity building (planning and technical assistance), and revolving loan fund
(RLF) projects analyzed here were just taking hold. While their relative recentcy
does not allow for an evaluation of these projects at full maturity, their accomplish-
ments at this early phase can certainly be quantified.

As indicated above, the Defense Adjustment projects, even if completed, have had
only a short time to mature. With time, the permanent jobs that they create will
increase and the cost per job created will decrease. The present evaluation provides
a snapshot view of the projects’ effects during an early phase of their existence. A
concurrent EDA study of the Public Works Program and other similar studies have
shown that the effects (both direct and indirect) of these projects will increase sub-
stantially over time.

Study Procedures

The study was undertaken from November 1996 through September 1997 by re-
search teams from five universities and a major professional organization. All prin-
cipals of the research teams have extensive experience in both economic develop-
ment and infrastructure studies. Each principal spent significant time in the field
researching individual projects and talking to grantees. Each principal and affiliated
staff participated in some aspect of research analysis and in writing the final report.
All concur with the findings presented below. The research team contacted by mail
and telephone 190 grantees of defense adjustment projects. To help the grantees
better understand the purpose and types of information necessary to undertake the
evaluation, all grantees were invited to attend seminars conducted by the research
team at 13 locations nationally. Forty-two project sites were visited to conduct in-
depth discussions with grantees to learn more about their individual projects’ im-
pacts and to validate the information that they were providing.

The evaluation is undertaken using performance measures developed by EDA spe-
cifically to assess the productivity of defense adjustment projects. Performance
measures for defense construction and revolving loan fund projects primarily involve
numbers and types of jobs created or retained and amounts of private-sector funds
leveraged. For capacity-building projects, the performance measure is a grantee self-
rating of the quality and impact of the EDA capacity-building effort.

Project Type and Context

From a universe of 190 EDA defense adjustment projects that were approved from
fiscal year 1992 through fiscal year 1995, all 190 were contacted.

The 187 grant-funded projects analyzed in this study 2 include 162 single-element
projects, 20 double-element projects, and 5 triple-element projects. These sum to 217
total project elements funded via the 187 EDA grants.

Since 1987, approximately 2.5 million defense-dependent jobs have been lost due
to defense downsizing. EDA's Defense Adjustment Program is a direct response to
base closures, base downsizing, and/or reduced defense contracting. Cutbacks are
often sudden and severe for their host communities. In addition, projects are in loca-
tions where minority populations and percents of the population below the poverty
level are 20 percent higher than State and national averages. These are also loca-
tions where per capita income is 25 percent lower than averages at State and na-
tional levels.

Project Completion

Of those 190 defense adjustment projects contacted by the research team, 98.5
percent (187) were initiated as planned.

2Three projects were never funded due to grantee financial problems (2) or cross purposes be-
tween the grantee and the EDA regional office (1).
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Of those undertaken, about 97 and 98 percent of defense construction and capac-
ity-building projects, respectively, moved to completion; 100 percent of the RLFs
moved to completion.

Context of Projects
At Time of Application (Medians)(187 Initiated Projects)

Median Ratio to State Ratio to Nation

Unemployment Rate (percent) .............. . 7.0 0.98 1.02
Per Capita Income ($) . s 13,034 0.72 0.73
Below Poverty Level (percent) ........... 155 155 1.18
Minority (percent) .......... . 27.3 121 1.39

Of those undertaken and completed, 80 and 81 percent of the defense construction
and RLFs, respectively, were completed on time. About 56 percent of the capacity-
building projects were completed on time.

Of those undertaken and completed, about 90 percent of defense construction
projects came in at or under budget; the figures for capacity building and RLFs are
97 percent and 100 percent respectively 3.

Project Impacts4

Project-Related Direct Impacts: Defense Construction On average, completed de-
fense construction projects (49) have produced 30,870 permanent jobs to date, or 124
jobs per $1 million of EDA funding. These jobs were produced at an EDA cost of
$8,052 per job and a total cost (all sources of funding) of $12,045 per job.

Defense construction projects produced 18.0 FTE > construction jobs per $1 million
of EDA funding.

Completed defense construction projects (43)¢ leveraged $722 million in private-
sector investment, or $2.2 million per $1 million of EDA funding.® Forty-three of
49 defense construction projects have private-sector investment. Six projects are
public sector and have no private-sector investment.

Defense Construction and Capacity-Building Projects: Permanent Jobs: (Medians)
(49 Completed Defense Construction and 31 Completed TA* Capacity-Building Projects)

Defense Con- Capacity
struction Building (TA)

Jobs Per $1IM EDA ...............
EDA Cost Per Job " . $8,052 $13,633
Construction/Professional Jobs R R 18.0 FTE 13.7 FTE
Private-Sector Investment Per $1M of EDA Funding ... e $2.2 M N/A

*Technical Assistance
Capacity Building

Capacity-building projects, by their definition and design, are not intended to cre-
ate jobs directly, but to increase the planning, organizational, and technical skills
needed for local economic development. Nevertheless, some jobs result as an indirect
byproduct of those project goals. Completed capacity-building (technical assistance)
projects (31) have produced 63 permanent jobs per $1 million of EDA funding at an
EDA cost of $13,633 per job and a total cost of $19,393 per job7.

Permanent jobs coming from capacity-building technical assistance projects reflect
developments such as stalled businesses being matched with new markets, workers
being more employable due to training, and businesses generating more money be-
cause they have been made more efficient.

Completed capacity-building (technical assistance) projects have produced 13.7
FTE professional consultant jobs for every $1 million of EDA funding.

124 63

3RLFs, by their nature, cannot come in over budget. They lend what they have.

4 As projects age and mature, project accomplishments will likely increase over time.

5 Full-time-equivalent.

6 Forty-three of 49 defense construction have private-sector investment. Six project are public
sector and have no private-sector investment.

7Direct job creation is an incidental benefit of capacity-building projects, which generally sup-
port subsequent projects having direct job creation.
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Completed capacity-building projects have, in addition, produced adjustment
strategies, heightened community involvement and planning, created workable im-
plementation strategies, and undertaken market/feasibility studies. EDA capacity-
building efforts have been rated by grantees as seen in the following table:

Grantee Rating of Capacity—Building Projects (Means)
(70 Completed Capacity-Building Projects)*(Scale of 1-10; 10 = best)

Quality of Adjustment Strategy ... 8.2
Extent of Community/Business/Government Participation ..... 85
Consistency of Implementation Efforts and the Adjustment Strategy ... 78

Quality of Technical Assistance Effort ............ et 8.8

Impact of Technical ASSIStANCe EffOrt ... 8.9
Quality of Feasibility/Market Study 9.1
Impact of Feasibility/Market Study e 8.7

*These include all types of capacity-building projects, not just technical assistance.

Grantee Observations:

Across the board, grantees report that the products they are delivering with EDA
oversight are both well done and have a significant impact.

Capacity building empowers local areas to respond in a proactive and forward-
moving way to the adverse impacts on their economies.

Grantees further report the following:

Capacity-building projects are responsible for significant networking among var-
ious forms and levels of economic development agencies. This enables greater use
and leveraging of public and nonprofit funds.

Capacity-building projects comprise technology transfer efforts wherein sophisti-
cated methods of enhanced productivity are used to measure business adjustment
to new technology.

Revolving Loan Funds

With regard to revolving loan funds (RLFs), 304 jobs have been created per $1
million of EDA funding for 16 completed projects (fully loaned); for

those projects in process (21), there are 2478 jobs created. EDA cost per job is
$3,312 for completed RLF projects and $4,079 for projects that are in process.

Completed RLF projects have leveraged $115 million in private-sector investment,
or $2.5 million per $1 million of EDA funding. In-process RLF projects have lever-
aged $42 million in private-sector investment, or $2.8 million per $1 million of EDA
funding.

Other statistics for RLFs include combined default and write-off rates for com-
pleted projects of 13 percent and for RLF projects in process of 1.9 percent®. For
both completed and in-process projects, jobs produced per business assisted are
about 22 and 24, respectively. In 50 percent of the cases the RLF involves a busi-
ness expansion (as opposed to startup or retention), and in 67 percent of the cases
it involves the funding of manufacturing firms (as opposed to commercial or service
firms).

Project Impacts (General)

Due to the recentcy of defense adjustment projects, their results are just begin-
ning to become evident. Most will likely contribute significant additional employ-
ment growth in the long term.

Defense construction, as well as RLF projects, are nonetheless producing perma-
nent jobs at relatively low costs; capacity-building technical assistance projects are
producing smaller numbers of permanent jobs at somewhat higher costs. Capacity-
building planning efforts and market/feasibility/reuse studies are perhaps more im-
portantly laying the groundwork for both defense construction and RLF projects. Ca-
pacity-building projects could easily be given credit for jobs produced under these
two other types of implementation activities.

81n-process RLF projects can be analyzed in the same fashion as completed projects because
they behave similarly from the time of their first loan onward.

9A 12-15 percent combined default and write-off rate is well within industry standards for
this type of loan.
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Revolving Loan Fund Projects (Medians)
(16 Completed and 21 In-Process RLFs)

Completed In Process
Jobs Per $1M EDA ............. BT 304 247
EDA Cost Per Job $3,312 $4,079
Private-Sector Leverage Per $1M EDA ... ST $25 M $2.8 M
Default/Write-off Rates ........... w13 percent 1.9 percent
Jobs Created/BUSINESS ........cceeevververeinerinenns s SRR 22 19

Conclusions

As reported by grantees, EDA defense adjustment projects are one of the few ave-
nues of flexible assistance available to communities faced with base closures.

EDA funding is critical to most of these types of activities and is usually the pri-
mary source of initial funding.

The lower rate for in-process loans reflects almost no write-offs at this stage of
the loan.

SECTION 111
MULTIPLIER AND EMPLOYMENT-GENERATING EFFECTS OF PUBLIC WORKS PROJECTS

Study Overview

The research described here evaluated the job-producing results of public works
investments. It employed nearly 200 input-output and regression analyses to docu-
ment the effects of Economic Development Administration (EDA) public works
projects on the employment growth of their host counties. Comparisons were also
made to counties where EDA projects did not take place. Both the input-output and
regression analyses sought similar answers: Did public works projects produce at-
tributable permanent jobs in counties where these projects took place? Did the re-
sulting jobs, in turn, produce other jobs? The two analyses are different in that the
input-output analysis is constrained by current conditions, whereas the regression
analysis allows the current structure of economic activities to change. The first pre-
sents a static view of job-creation impacts; the second, a more dynamic view. Both
types of analyses are rigorous and standard econometric procedures for determining
relationships between public investment and permanent job growth.

Input-Output Analysis Findings

This research examined the role of EDA-funded direct permanent employment
and private-sector investment in producing total (direct, indirect, and induced) per-
manent employment and private-sector investment in counties throughout the Unit-
ed States. In other words, what are the direct employment and private-sector invest-
ment multiplier effects? The analysis was undertaken using the IMPLAN Model to
generate indirect and induced effects from direct effects, the latter obtained from a
national survey of public works grantees. Thus, the national survey generates direct
permanent employment and private-sector investment; the IMPLAN Model gen-
erates indirect and induced permanent employment and private-sector investment.
The sum of direct, indirect, and induced employment and private-sector investment
yields total employment and private-sector investment.

Total employment and private-sector investment divided by direct employment
and private-sector investment produce “multipliers” of the two direct effects.

Two sets of multipliers are shown in Table 1. These relate to two forms of direct
effects—project-related and nonproject-related. The set of lower multipliers ex-
presses total permanent employment and private-sector investment as a function of
both forms of direct permanent employment and private-sector investment. The set
of higher multipliers expresses total permanent employment and private-sector in-
vestment as a function of the solely project-related form of direct permanent employ-
ment and private-sector investment. The lower multiplier for permanent employ-
ment and private-sector investment is the multiplier effect of permanent employ-
ment and private-sector investment at the site that the EDA grant specified, as well
as other direct employment that located nearby; the higher multiplier for permanent
employment and private-sector investment is the multiplier effect of permanent em-
ployment and private-sector investment solely at the site that the EDA grant speci-
fied.

The multipliers shown in Table 1 are medians for five categories of projects and
a weighted median for all projects. The overall median ratio for total permanent em-
ployment to both forms of direct permanent employment (project and nonproject re-
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lated) is 1.50; the equivalent median for total private-sector investment is 1.44.
Thus, if an EDA public works project creates 200 direct permanent jobs and $6 mil-
lion in direct private-sector investment, total permanent jobs (direct, indirect, and
induced) amounts to 300 and total private-sector investment to $8.64 million. For
employment, there is some minor variation by type of project: Industrial parks ex-
hibit the highest multipliers; water/sewer projects exhibit the lowest. For private-
sector investment, there is much more variation by type of project: Buildings have
by far the highest multipliers; tourism/marine projects, the lowest multipliers.

Table 1
Input-Output Analysis Results
Permanent Employment and Private-Sector Investment Multipliers
EDA Public Works Projects
(Median Project Employment and Private-Sector Investment)

Project and l Project and | Ratio: Total | Ratio: Total | Projectand | Projectand | Ratio: Total | Ratio: Total
e ji j ji Private- Private-Sector
Project Type Related Related 10 All Direct | o Project- Related Related Sector Tavestment to

Direct Total Employment Related Private- Total Investment Project-

Employment Employment Direct Sector Private- to All Direct Related Direct
Employment Investment Sector Private- Private-Sector

Investment Sector Investment

Investment
Buildings 84 | 133 1.53 153 568,000 1,715,952 2.61 289
Industrial Parks 310 464 1.56 1.63 6,300,000 | 13,622,184 154 1.66
Roads 430 641 1.51 1.57 | 11,448,000 | 20,716,364 137 144
Tourism/Marine 125 199 1.56 1.59 1,320,000 3,043,315 121 193
Water/Sewer 300 | 467 147 1.56 6,362,342 9,489,237 1.37 1.50
All Projects  ~ 250 | 416 1.50 1.57 4,800,000 7,769,567 144 158
Findings: The overall median ratios of total permanent empl and privat tor in to direct
permanent employ and privat tor in are approximately 1.50 and 1.44, respectively.

Table 2
Regression Analysis Results

Effects of a $10,000 EDA Public Works Grant on
County Labor Market Conditions (Typical U.S. County)

(95% Confidence Interval)
Increase in Change in Annual
Specification County Employment Compensation per Employee
1 10 - 14 -$1.21 to +$1.17
2 7-10 -$0.01 to +$0.01
3* 7-10 NA

Findings: For EDA funding of $10,000 in a public works project in a typical U.S. county, permanent
employment in that county will increase between 7 and 10 jobs. This includes direct, indirect,
induced, and intangible effects.

*Preferred specification

The multipliers for total permanent employment and private-sector investment
versus only project-related direct permanent employment and private-sector invest-
ment are 5 percent higher for employment and 10 percent higher for private-sector
investment. This finding indicates the relatively small amount of nonproject-related
direct permanent employment and investment compared to project-related direct
permanent employment and investment identified in the grantee survey.

Regression Analysis Findings

This research evaluated the role of EDA public works investments in the creation
of permanent private-sector employment and in enhancing employee compensation
in U.S. counties.

Current models of the effect of infrastructure investment on private-sector produc-
tivity have yet to establish a firm connection between the two. Studies using these
models often fail to control for the potentially important effect of variations in factor
prices, especially wages, in response to public investments. A comprehensive model
of county employment effects is provided in this study as a basis from which to view
impacts.

The analysis reported here was undertaken using information from the Public
Works Program—~Performance Evaluation to specify the level of EDA investment in
a public works project in a county. The resulting jobs produced in a county reflect
the numbers of jobs counted annually as reported by County Business Patterns. Ad-
ditional regression variables, taken from both County Business Patterns and the
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U.S. Census of Population and Housing, were used to help identify the independent
effect of EDA investment on county employment growth.

The analysis employed multiple regression as the primary econometric technique,
with separate equations constructed for both employment and compensation. Vari-
ables are expressed in their logarithmic form, reducing the influence of extreme val-
ues and enabling a closer fit of the regression planes and higher R2s in both equa-
tions. Regressions explain between 80 and 85 percent of the variation in county em-
ployment and about 70 percent of the variation in compensation levels.

Empirical results include the following:

EDA investments have a statistically significant and positive effect on county
total employment levels (see Table 2).

EDA investments have no statistically discernible effect on compensation per em-
ployee. Thus, the resulting EDA jobs are produced at the average wage of all jobs
locally.

The elasticity of total employment with respect to EDA investment is estimated
at approximately .0074: that is, a 10 percent increase in EDA investment in a typi-
cal county ($4,650) is estimated to be associated with an increase of 4.2 jobs. Thus,
a $10,000 EDA investment produces approximately 9 permanent jobs.

The cost per job for the EDA program is estimated at just over $1,100 (in 1997
dollars), counting all permanent jobs generated by the facility or the increase in pro-
ductivity that the facility offers (direct, indirect, induced, and intangible). This esti-
mate is comparable to the findings in both the Public Works Program—Performance
Evaluation and the input-output analysis, which found that the cost of a direct per-
manent job was about $3,000 and that the multiplier for total jobs was about 1.5.
But the input-output analysis considered only jobs created by the EDA facility.
There are also other jobs created by the new assets themselves, leading to changes
in the structure of county economies. Thus, the overall jobs multiplier might be even
higher, bringing the cost per job more in line with the regression analysis.

Conclusions

This study found that EDA’s Public Works Program does indeed produce perma-
nent private-sector employment at a relatively low cost. The estimates clearly sug-
gest that the program is having its intended effect. EDA appears to have converted
its resources into permanent jobs at prevailing wages in its target counties. These
counties are better off than similar counties where this type of effort is not taking
place.
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PERFORMANCE EVALUATION

PUBLIC WORKS
AND
DEFENSE ADJUSTMENT PROJECTS

RESEARCH PERIOD: NOVEMBER 1996-JUNE1998

RESEARCH TEAM

Rutgers University

New Jersey Institute of Technology
Princeton University

Columbia University

National Association of Regional Councils
University of Cincinnati

RESEARCH SUBJECTS

A

B.

C.

203 Public Works Projects (finished FY 1990)
187 Defense Adjustment Projects  (started FY 1992-95)
All projects surveyed — not a sample

100% of projects contacted (phone, mail, visit}

RESEARCH PROCEDURE

Principals spent one month each in field

Held 13 seminars on information required
Visited 25% of sites to check information
Verified all information obtained with grantees

RESEARCH ENVIRONMENT

Projects took place in rural and urban
locations where:

A.

The unemployment rate was 30-40 percent above state
and national averages (Public Works)

Per capita income was 25-40 percent below state and
national averages {Defense Adjustment and Public Works)
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RESEARCH RESULTS

DEFENSE ADJUSTMENT PERFORMANCE EVALUTION
(187 MULTIPURPOSE PROJECTS)

PROJECT COMPLETION
(Capacity building; Defense construction; Revolving loan funds [RLFs])

¢« 97-100% Moving to completion
* 56-81% On-ime
* 90-100% At or under budget
FOR DEFENSE CONSTRUCTION AND RLF PROJECTS:
' Defense
Construction RLFs
Jobs Produced | 124 304 Per $1M EDA funding
Job Cost $ 8,052 $3,312 EDA cost per job
$12,045 $4,079 Total cost per job
Private-Sector | $2.2 million $2.5 million | Per $1M EDA funding
Leverage invested invested

FOR CAPACITY-BUILDING PROJECTS:

Quality of Project Impact of Project

Ratings of Defense Adjustment Strategy
EDA Project
by Grantees 8.2 7.8
(Scale of 1-10; Technical Assistance
10 = Best

est) 8.8 8.9

Feasibility/Market/Base Reuse Studies
9.1 8.7

STATEMENT OF R. SCOTT FOSLER, PRESIDENT, NATIONAL ACADEMY OF PuBLIC
ADMINISTRATION

Mr. Chairman and Members of the Subcommittee: | am R. Scott Foster, President
of the National Academy of Public Administration. | am here to provide testimony
on behalf of the Academy’s panel on economic development. Former Governor Dick
Thornburgh, the chair of this panel and an Academy Fellow, wished to be here, but
he is on a trip to South Korea.

National Academy of Public Administration

The Academy is an independent, nonpartisan, nonprofit organization chartered by
Congress to identify emerging issues of governance and provide practical assistance
to Federal, State, and local government on how to improve their performance.

To carry out this mission, the Academy draws on the expertise of more than 400
Fellows, who include current and former Members of Congress, cabinet secretaries,
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senior Federal executives, State and local officials, business executives, scholars,
and journalists. Our congressional charter is one of two granted to research organi-
zations. The other is held by the National Academy of Sciences which specializes
in scientific research. The Academy’s emphasis is on the design and management
of government operations and programs.

The Academy Report

Two years ago, the Economic Development Administration of the Department of
Commerce asked the Academy to address the question, “What is the appropriate fu-
ture role of the Federal Government in economic development activities?” The Annie
E. Casey Foundation also provided support for the project.

The Academy convened a diverse panel of experts from the local, State and Fed-
eral levels and also from the private sector. Some members of this panel have had
distinguished careers specifically in economic development, and others have had ex-
perience in economic policy or related areas.

We reviewed the economic development policies and programs of all Federal agen-
cies, not just the programs of the Economic Development Administration. Our staff
conducted field work in eight communities, including rural and urban areas. We
interviewed economic development experts and studied the extensive literature on
economic development including evaluations of Federal and State programs. The
panel then prepared its report, and convened a national meeting of economic devel-
opment professionals from all parts of the country to discuss it.

I have brought copies of the report today, and ask for it to be entered into the
record.

The panel did not address the specific issue before this Committee—reauthoriza-
tion of the Economic Development Administration. Nonetheless, its findings and rec-
ommendations may provide useful information for the Committee as it considers
such legislation.

Briefly, the report recommends a rethinking of the basic premises for Federal eco-
nomic development activities at the State, local, and regional levels.

Historically, Federal development efforts have tried to increase overall national
productivity and to help economically distressed and poor communities gain a share
of the country’s general prosperity. Toward these ends, the Federal Government has
built and sustained a variety of organizations involved in economic development at
every level of society. They include development agencies at the State and local lev-
els, multicounty development districts, and community-based development corpora-
tions, not to mention various nonprofit organizations and working relationships with
banks, industrial associations, and other private-sector partners.

Among the panel’s findings are the following:

The fundamental economic influences of the private sector and market forces
must be incorporated into successful economic development plans.

Federal investments in development efforts are critical to many States and local-
ities, but not all.

No single Federal program is appropriate in all communities; however, the
present multiplicity of programs imposes unnecessarily high transaction costs on
States and localities and exacerbates inherent weaknesses in their approaches.

The meager Federal investment in information sharing and technology severely
constrains our nation’'s economic development efforts.

The panel proposed a new approach to meet economic development needs. It urges
the Federal Government to help States and localities learn through better informa-
tion, leverage all available resources, and link multiple Federal initiatives to assist
local communities.

In order to promote learning, the Federal Government should:

Help States and communities learn about state-of-art economic development prac-
tices.

Act to reduce the economic losses resulting from unrestrained bidding wars by
States and localities to recruit or retain businesses.

Improve the quality of economic development decisionmaking and the assessment
of policies and programs at all levels by gathering and disseminating State, re-
gional, and local economic statistics and by reducing the fragmentation of the na-
tion’s statistical system.

In order to leverage State and local efforts, the Federal Government should:

Give States and communities incentives to design and implement effective re-
gional or interjurisdictional development strategies.

Encourage investment in development strategies that offer opportunities to gen-
erate jobs and income over the longer term, rather than in high-visibility projects.
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Give special assistance to States and communities seeking to create economic op-
portunities in distressed communities.

In order to make it easier for States and localities to link Federal resources, the
Federal Government should:

Substantially reduce the fragmentation of the Federal economic development ef-
forts.

Establish a permanent mechanism to provide overall policy-level guidance to other
Federal activities such as work force training, environmental protection, technology
and research, and other endeavors that contribute to economic development out-
comes.

Reorient Federal programs, especially business finance programs, toward strate-
gies that address the underlying obstacles to obtaining credit.

Encourage States and localities to stimulate links among businesses to enhance
overall economic performance.

The nation’s economic development programs will be a critical factor in two of the
most significant domestic policy challenges of the coming decades: America’s adjust-
ment and response to an increasingly competitive global economy and the recent
transformation of social policy from one based on dependency to one that stresses
opportunity and personal responsibility. A reformed Federal approach to economic
development will help States and communities make real and far greater contribu-
tions to addressing these issues.

EDA does not have the authority to implement all of the panel's recommenda-
tions. For example, it would take action by the Congress and leadership by the
President to substantially reduce the fragmentation of the Federal economic devel-
opment effort.

However, EDA has taken the panel’'s recommendations to heart. On an informal
basis, we have been watching EDA’s actions to implement the recommendations
under its statutory authority and have been pleased at many of the steps they have
taken. Phillip Singerman, Assistant Secretary for Economic Development, recently
provided to us a detailed list of these steps, and | ask that a copy of his letter be
entered into the record. While we have not formally studied or assessed EDA's ac-
tions, it is clear that the agency has taken the panel's recommendations seriously
and has taken some useful steps -- especially in the area of technical assistance and
training, or as the panel put it, learning.

For example, Mr. Singerman’s letter informs us that EDA is working to develop
a methodology to assess the costs and benefits of State incentive programs. EDA has
engaged a contractor to assess how Federal statistical agencies can better serve the
needs of economic development practitioners. EDA is seeking to strengthen the
planning processes of the States and regions that it works with. And EDA has com-
missioned independent evaluations of its own programs, hopefully as a step toward
encouraging the States and regions with which it works to evaluate their own ef-
forts. Thoughtful, sound evaluations can be tremendously useful to economic devel-
opment efforts in sifting the wheat from the chaff, sharing good ideas, and finding
better ways that EDA and other Federal agencies can support their work.

For many years, EDA has been at risk of being terminated. When we were doing
the research for our study, we were told repeatedly about the chilling effect this had
on the morale and the capabilities of the agency. EDA is now working hard to revi-
talize itself. We are pleased that the Academy report has been of some use to the
agency in this process and hope that the Committee will also find the report useful
in its work.

Conclusion

Mr. Chairman, this concludes my prepared statement. | would be pleased to an-
swer any questions. Thank you.

STATEMENT OF FLOYD G. “BubDY” VILLINES, JUDGE/EXECUTIVE, PULASKI COUNTY,
ARKANSAS

Mr. Chairman, distinguished members of the Panel: Thank you for holding this
important hearing and for inviting us here today to discuss the long overdue reau-
thorization of an agency that is very important to revitalization efforts in our eco-
nomically distressed rural and urban areas.

My name is Floyd Villines. I'm Judge/Executive of Pulaski County, Arkansas and
a former Mayor of Little Rock. I'm here today on behalf of the Coalition for Eco-
nomic Development, a group of fifteen (15) national organizations committed to sup-
porting the Economic Development Administration.
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Our coalition represents national organizations representing rural and urban eco-
nomic development practitioners, professionals and academics, and local elected offi-
cials. These organizations include the American Economic Development Council, the
Association of University Centers, the Council for Urban Economic Development,
the National Association of Counties, the National Association of Business Incuba-
tors, the National Association of Development Organizations, the National Associa-
tion of Installation Developers, the National Association of Management and Tech-
nology Assistance Centers, the National Association of Regional Councils, the Na-
tional Association of State Development Agencies, the National Association of Towns
and Townships, the National Congress for Community Economic Development, the
National League of Cities, the Public Works and Economic Development Association
and the U.S. Conference of Mayors.

Members of the coalition applaud your efforts and the efforts of Committee Chair-
man John Chafee to produce a reauthorization bill that continues the reforms that
have been underway at the Economic Development Administration for several years.
We also pledge our support to work with you to reauthorize EDA.

Members of the coalition believe that reauthorization of the Economic Develop-
ment Administration is critical because:

The agency is moving into the 21st Century with authorizing legislation that goes
back to the early 1980’'s. The agency needs reinforcement with new language that
allows it to help our rural and urban communities meet the continuing and ever-
changing challenges of economic revitalization. Among those challenges will be ac-
cess to and expertise in information age technology. Our businesses in small cities
and rural areas will be unable to compete in the global economic without access to
these information and marketing tools.

Reauthorization will allow the agency to focus on its core mission and to develop
multi-year plans for its programs, rather than draining off its energy in an annual
battle for survival.

The coalition’s support for EDA is based on a very simple concept: EDA works.
It is a Federal agency that does what it was designed to do. It serves the Federal
role of leveling the playing field for those communities that need to become produc-
tive parts of the national economy, rather than a drain on it. It is a lean, stream-
lined agency with a clearly defined mission. It supports and helps revitalize our eco-
nomically distressed communities. As a local government official, it is important to
me that EDA is there to provide the seed money necessary for the infrastructure
improvements we need to attract new business and help existing businesses expand
and grow.

I emphasize “seed money” because that is what EDA support is. It's a boost, a
leg up. It requires local governments to provide as much as 50 percent in matching
funds, although for extremely distressed communities, this match can be reduced.
Often, however, EDA funds are the linchpin that allows us to leverage other finan-
cial resources and to buy down loans, making those loans affordable for particularly
distressed areas. For example, in my own county, two census tracts In the vicinity
of North Little Rock were facing a 33.4 percent and a 36.7 percent unemployment
rate. There was no industrial park in the area and no attractive place to locate in-
dustry that could provide jobs to these unemployed residents.

Through the efforts of the North Little Rock Industrial Development Corporation
and the Central Arkansas Planning and Development District, an appropriate site
was found. With a $462,000 grant from EDA and a $300,000 plus match from North
Little Rock, water, sewer and an access road were constructed to reach the indus-
trial park site.

Soon after completion, three companies moved in, providing 323 new jobs, a pay-
roll in excess of $3.1 million, with private investments of approximately $4.4 million.
We now have 13 tenants, employing 365 people, with an annual payroll of $4.1 mil-
lion and private investments totaling $9.5 million.

We believe economic development efforts in this area contributed significantly to
a $10,000 average household income increase in Pulaski County between 1990 and
1995.

This project could not have been completed without the assistance of EDA.

Following are but a few examples, selected from across the country, of what EDA
investments have meant to our distressed communities.

A project in cooperation with the State of Maine to build a Fish Pier at
Stonington, on Deer Isle in East Penobscot Bay. As a result of the new pier, 100
new jobs were created and 262 jobs retained in the fishing community. Since its
completion, a seafood company with three trailers has opened, along with smaller
businesses for fish sorting. The city has benefited as owner of the Pier through user
fee charges. The pier, called “the Cadillac of piers”, is expected to last for 300 years.
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Increase in sewage treatment capacity for the Borough of Berwick, Pa., enabled
the town to retain 506 jobs, part of a plant operation that was a heavy user of the
sewage facility. The company has expanded its work force, creating about 450 new
jobs. Cost to EDA was $1 million; cost to the community was $4.5 million. Private
sector investment was $14.250 million.

The Rochester Science Park in Rochester, N.Y., helped boost a sagging economy
that had few jobs for entry level workers. The Science Park, funded at $1 million
by EDA and $2.12 million from other sources, has created 534 jobs and retained an-
other 55 jobs and resulted in a private-sector investment of $13.175 million.

The Martin Luther King Industrial Park in St. Louis is completely filled and has
generated a total of 600 new jobs while retaining 600 more. The park has attracted
$50 million in private-sector investments.

—A regional business development system created by the Association of South
Central Oklahoma Governments, Duncan, in cooperation with the city of Lawton.
This is an example of a rural area taking a model developed by a metropolitan area.
The program integrated a “going into business and business plan preparation”
courses and seminars in conjunction with a Vocational Technical School. The devel-
opment district worked with its member communities to pull together twelve revolv-
ing loan funds. The program provided course work for Fort Sill employees when the
defense facility was going through a reduction in force; has helped hundreds of indi-
viduals in their business creation and expansion efforts and has helped course grad-
uates that have gone into business.

A project in a deteriorating area in inner Philadelphia that has brought back to
life the old American Bandstand Building and turned it into a center for business
incubation. The center is the brain child of the Wharton Small Business Develop-
ment Center at the University of Pennsylvania. The center's 10 year goal is to cre-
ate 200 new businesses, 3,500 new jobs and leverage $660 million in private invest-
ment.

Esperanza Unida (New Hope) business incubator center that serves a predomi-
nantly Hispanic area in southside Milwaukee has been in existence since 1971, but
its efforts were redoubled in the early 1980’s when all of the factories in which peo-
ple worked in the neighborhood closed down. In response, the center started an auto
repair training business, but over the years, it has expanded into 11 different train-
ing centers, all starting around market niches where there were jobs and wages ade-
quate to support a family.

These are but a few of the successful economic revitalization projects in which the
Economic Development Administration has played a major role. Numerous other
successful efforts can also be documented.

As | mentioned earlier, EDA is an agency that works. We believe there are sev-
eral reasons why:

The EDA network EDA's regional offices and State economic development rep-
resentatives assist local governments and other recipients of funding. These regional
office people and EDRs are available to assist with any problems that arise. They
watch over the projects, make sure there are no problems and help us get projects
completed on time.

The EDA planning process. EDA requires an overall economic development strat-
egy that engages the community, various organizations and local governments in a
process to assess needs and to determine goals. That plan is a realistic road map
that keeps us focused. That plan is developed on a regional basis, with specific input
from local governments in the economic development district, citizens and others.
The process allows us to identify our strengths and weaknesses and work to build
on those strengths and eliminate or reduce our weaknesses. It allows us an oppor-
tunity to look at where we, as local governments, can be working together, rather
than competing, for economic growth.

The academic connection. EDA has a network of university centers that can pro-
vide economic development practitioners with academic research to assist them in
planning and project management. In our State, the center at the University of Ar-
kansas-Little Rock is currently collecting and acting as the repository for a consist-
ent set of data that can be used by all economic development districts in developing
their overall plans. These university centers can also operate over a broader base
than one economic development district.

The revolving loan fund program. EDA'’s revolving loan fund has assisted thou-
sands of entrepreneurs in establishing their businesses and has kept thousands of
other small businesses in operation. These loan funds serve those that do not meet
the criteria for loans from traditional lending institutions. We all know that small
businesses are providing the majority of new jobs in America. The EDA loan fund
allows us at the local and regional level to invest in our communities by assisting
businesses that are home grown and are more likely to stay at home.
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EDA's Trade Adjustment Program. EDA'’s network of 12 Trade Adjustment Assist-
ance Centers provide vital help to businesses impacted by our changing trade policy
and the growing global competition. The program is designed to help those busi-
nesses that receive certification as truly impacted businesses to develop an adjust-
ment proposal that includes the firms recovery strategy and technical assistance
needs.

EDA's eligibility criteria. The agency’'s emphasis is on the most economically dis-
tressed areas in rural and urban America and on the most viable projects. The criti-
cism that too much of America is eligible to receive EDA finding in not valid. While
many areas that were designated as economic development districts over the years
remain as “designated” districts, they receive no finding because they no longer
meet the eligibility criteria.

EDA's job creation focus. The emphasis in EDA programming is on job creation.
EDA grants are tied to job retention and the creation of new jobs, either through
new companies or expansion of existing companies.

EDA's willingness to listen. EDA has demonstrated a willingness to change. EDA
has listened to its grantees about the timeframe for processing grant applications
and for simplifying the process and has corrected many of the problems of the past
by moving decisionmaking to the regional level. EDA has demonstrated a willing-
ness to reform. EDA, in actuality, has been reforming itself. The agency has listened
and responded to criticism and suggestions from Congress and from its grantees.

All of you are aware, I'm sure, that many communities that are struggling to com-
ply with welfare reform. That means we must find ways to increase the number of
jobs available, and in many parts of the country, communities are faced with an on-
going struggle to attract enough job opportunities. EDA is the one Federal agency
that places all its program emphasis on job creation and job retention, and it is the
agency already positioned to help those rural and urban communities struggling to
respond to welfare reform requirements. In my own county, EDA assistance has
meant that we have been able to add living wage jobs for many of our citizens. EDA
has been there through the years to assist us with our struggle for economic revital-
ization.

In conclusion, Mr. Chairman and members of the Panel, the Economic Develop-
ment Administration has earned the respect of all of us who have worked with it.
It is time the agency was recognized through reauthorization for the lasting benefits
it has contributed—and will continue to contribute—to our communities.

Again, thank you for the opportunity to appear before you today. The longer coali-
tion testimony submitted for the record includes numerous examples of the invest-
ments EDA has made in America’s economically distressed rural and urban areas.
We have also included a tabulation of the investments EDA has made in every State
since the agency started in 1965.

In addition, we have included a list of coalition member contacts. Please feel free
to call any of them with any questions you may have specific to their areas of exper-
tise.

I'll be happy to answer any questions. And again, | want to assure you, Mr. Chair-
man, and other members of the panel that you may rely on members of the coalition
to assist you in any way we can.
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EDA SUCCESS STORY

Project Name: North Little Rock I-440 Industrial Park
Infrastructure (road, water & sewer)

Project Location:  North Little Rock, Arkansas

Interstate 440 & Faulkner Lake Road
{(Eastern edge of city)

ig¢ Develor Problam Being Addressed:

The City of North Little Rock had no industrial park. Nearby
industrial parks are located jin Little Rock and Maumelle; each
was at/near capacity and an in-depth survey by the North Little
Rock Industrial Development Corporation, (IDC) a non-profit
organization, tavealed that prepared industrial acreage was in
short supply in the Central Arkansas area. Industrial
developments in the city were sparse and sporadic. There wers
some large tracts of land but these were lacking in basic
infrastructure. When recruiting new employers, prospects
viewed these arecas as simply "bean fialds" and moved on. The
city had no concentrated area with which to recruit new
employers in order to expand the tax base or to offer existing
employers a prepared site for necessary expansions.

This project proposed tc bring water, sewer, and roads into a
strategically located area adjacent to an interstate and
within a fifteen-minute drive to a regional airport and water
port in nearby Little Rock. The respective companies would
provide other utilities, i.e., gas and telecommunications.
North Little Rock, owning its own electric company, would
provide redundant electric systems to the proposed park as
well as streetlights and other amenities. All utilitias would
be underground to enhance the recruitment processes.

Distress Levels in the Community:

The project was located in a census tract that had a 36.7% to
33.4% unemployment rate. When the project was initiated,
employment outzeach areas included some Delta counties where
the unemployment rates were much above the national average
and some of the highest in the nation. Adjacent census tracts
had unemployment rates from 9.9% to 33.4%. 1In 1591, these
areas had a combined average unemployment rate of 14.5% and
Pulaski County in which North Little Rock is located had the
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highest concentraticn of unemployed persons in the State of
Arkansas. The unemployment rate has greatly decreased to only
3.7% in the county and 3.8% in the city, since 1930.

The 1990 census showed that North Little Rock had lest 3,514
in population since 1980. This decreased turmback percentages
of state revenues and sales taxes. The city had already noted
an annual revenue loss of $615,000 and sales tax decrease of
$66,000. Welfare enrolleas and food stamp recipients
increased proportionally. However, since 1990, population has
begun to increase in both the city and county.

Population Increases*

1990 1998 (estimate)
Puiaskt County 360,000 83,567
City of N. Littte Rock 363,808 63,994
*J,3. Dept. of Commerce, fconomic Development Admn.

Strategic Planning Procass Used:

The North Little Rock Industrial Development Corporation (IDC)
formed a Core Response Team, which spent & year in research
and study to determine what resources were available to
bolster the economic davelopment of North Little Rock. The
tean conducted an in-depth survey of existing industry and
found thnat local manufacturers were needing to expand; a
number were unable to do so at current locations and were
exploring other areas and other states to move these much
needed jobs. The team identified problem areas and determined
a land mass suitable for development.

By providing a prepared site for these companies, the city
would be able to retain its existing employers and also
increase inventory of existing buildings and sites for new
industry needing smaller facilities. The next step determined
funding resources and what moneys could be provided locally.

When a suitable 3ite of 262 acres was identified, the Central
Arkansas Planning and Devalopment District was contacted to
oversae efforts and prepare the 101P and 10l1A to secure a
federal infrastructure grant. The decrease in growth and
revenues lLimited North Little Rock’'s funding resources and
additional aid was a necesasary ingredient.

The team recruited three local industries needing to expand
and willing to become part of the process of securing federal
aid. With the aid and resources of the CAPDD, utilizing the
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OEDP Process, and many months of effort a 101P (pre-—
application) was prepared and forwarded to the Economic
Development Administration (EDA).

Neither the c¢ity nor the IDC had resources to purchase
outright a parcel of land suitable for improvements. A unigue
plan was devised; seventeen individuals owned the selected
landmass. These landowners formed a consolidated group and an
agreemant was reached that the owners would donate a cextain
percentage of acreage to the IDC for a public industrial park.
The IDC chose a site at the rear of the property adjacent to a
necessary rail line. The agreement was that the IDC and the
City of North Little Rock would provide the 40% (5308,037)
match required to raeceive a 60% ($462,730) grant from EDA for
a total pzoject <ost of $770,767, for infrastructure (water,
sewer, roads) to reach the IDC property. The property ownezs
signed an agreament with EDA that they would seil the improved

land at pre-assessed level for four years following the award
of the grant.

EDA Resources usaed; How EDA Played a Critical Role:

EDA approved the 101P and authorized submission of the 101A,
The grant in the amcunt of $462,730 was awarded in the spring
of 1993, Without this funding the industrxial park would not
have become a reality, with lts resulting jobs and improvement
to the tax base of the ¢ity of North Little Rock.

QOther Federal, State and Local Rasources, Public and
Private, Committed:

The city and the IDC committed funds of $378,037 for a total
project cost of $770,767 to construct water, sewer and roads.
The respective companies agreed to provide other utilitieg.
i.e., gas and telecommunications. North Little Rock, awning
its own electric company, provides redundant electric systems
{approximately $2.3 million) to the proposed park as well as
streetlights and other amenities. Additional costs were
porne by the IDC. Seventeen individuals cwned the selected
landmass, These landowners formed a comsolidated group and an
agreement was reached that the owners would donate 2 certain
percentags of acreage to the IDC for a public industrial park.
The private property owners signed an agreement with EDA that
they would sell the improved land at pre-assessed level for
four years following the award of the grant. The
infrastructure was ccmpleted in the fall of 1994.
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Dixect Results of Investment:

The project funded by EDA definitely met the objectives of
EDA’s special initiatives of exporting, technology innovation
and entrepreneurial development. The three (3) primary
beneficiaries to the project werae RAM Industries, RDC Sales,
Inc., and Audiec International, Inc. These three (3) firms
committed to expanding their operations within the initial
$7.92 acres creating 323 new jobs, with a combined annual
payroll in excess of $3.1 million and private investments of
approximately $4.4 million. Current employment in the 1-440
Industrial Park, {13 tenants), is 365 persons, with a combined
annual payroll of $4.1 million and private investments
totaling $9.3 million.

Per capita income in 1990 was only $12,390 within the city of
North Little Rock and $13,760 within Pulaski County. These
industries havae had 2 tremendous impact in that average
household income within the county has increased from 526,823
in 1990 to #36,400 in 1995 (latest figure availabla}.

Audio Internaticnal, Inc.

Audio International, Inc. (Al) waa acquired by DaCrane
Aircraft Holdings, Inc. (DAH) at $30 million in November 1997.
Capital investments have exceeded over $5 million over the
past two- {2) years. Audio International employed 21 persons
in 1992. The company projected 28 new jobs would be created
as a result of this project, for total employment of 43.
Current employment is 146 full-time and 4 temporary employees.
These employees travel to work from 52 zip code areas.

Exporting
AI exports to France, Israel, Canada and England.
Technology Innovation

Al is an aviation industry related company manufacturing
airplane cabin modification systems. AI ls constantly
streamlining its products using the latest technologies to
make sure that it meets the most demanding customer and
environmental requiremsnts. In the aviation industry, the
waight of a product is esxtremely impertant. Each ounce must
be accounted for. Increased weight.results in increased
maintenance and fuel costs. Some figures project that each
pound in savings is equivalent to $1000+ in reduced fuel
costs. Knowing the impact reduced weight savings; AI is
constantly updating its line of products to reduce waiqht'and
space. This need has led to the development of a new series
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of aircraft passanger cabin control switch products called the
8PS serias. This series incorporates traditional switch and
electronic module controller technologies into one switch
bezel housing. This system is like no other in the industry
and ie¢ highly regarded in many of the systems it has already
been installed. This new switch serias is the anawer to many
customer cosmetics, field maintenance, replaceability, weight,
space, and delivery dilemmas. It is a switch sysatem that is

definitely on the leading edge of technology in the aviation
cabin passenger control field.

Entrepreneurial Development

The founders of Audio International took the concept of car
stereo and put it into the sky, literally, offering customers
hi-fi stereoc options for thelr aircraft. This beginning has
axpanded into markets and products that ware not even thought
of seven years ago. This entrepreneurial spirit has spread to
its suppliers and vendors as well. AI has given many
companies in Arkansas the chance to profit from its success.
Sheetmetal shops, manufacturing plants, engravers, silk-screen
shops, print shops, tooling and milling shops have all
benefited from the increased productivity. BAs AT aexpands it
continues to look for companies who can provide tha gquality
and service it can be proud of. AIl’s dedication to steady
growth haa certainly brightened the current and future growth
of many Arkansas companies. The company uses as many Arkansas
industries as possible. A partial list is attached.

Ram Industries and RDC Salas, Inc.

RDC Sales, Inc. and RAM Industries manufacture message and
communications boards. The companies export to Canada,
Mexico. and South Bmerica. Day Runner acguired RAM Industries
Gctober 1, 1997. RDC Sales, Inc. owns the building, which
houses Day Runner. Day Runner currently employs 55 full time
persons and 30 part time persons. This company has been
forced to become more automated, due to the lack of needed
employees. A vast incresse in sales is expected. 2,500 sq.
ft. of an existing warehouse building will be converted to
manufacturing. The company is planning an expansion, which
will include construction of a 3,000 sq. ft. building to be
utilized for maintenance. The expansion will cost
approximately $137,000. Thirty (30) new jobs will be created
as a result of the expansion. Private investments in the past
three {3) months amounted to $250,000 and prajected private

investment over the next 9 months will be approximately
$500,000.
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Day Runner sells to many businesses throughout the State of

Axkansas, including Sam’s Wholesale and Wal-Mart.
Furthexr E ic Develom t Sp d by the EDA Froject:

In addition to location of the three {3) primary beneficiaries
to the project, the following tenants are located in the I-440
Industrial Park as a result of the EDA project:

Palmer Johnson Distribution

B & S Construction

Arkansas Packaging

Applied Technologies

Blue Bell Creameries

General Packaging

Heritage Building System

Tech Mark

McJunkin Distribution

Adleta Carpets

DeCrane Aircraft Holdings, Inc.
Day Runnexr

RDC Sales, Inc.

Arkansas Equipment {(under construction)
Gibbs HVC (under construction)

{Audio Internatiomal, Inc.)

Establishment of the industrial park has attracted additional
industries looking at North Little Rock. In November of 1994,
a major announcement was mada by Rank Video Services of
America. Rank America is part of The Rank Organization, a $5
billion international company headquarted in London. Rank is
involved principally in film, video and entertainment
industries in North America and Eurcpe. Rank helds contracts
with major movie studios and produces videotapes for resale
and rental. Rank America, headquartered in Deerfield, Ill.,
has plants in Illinois and in California. Rank America needed
100 acres to construct their $36 million, 235,000 sguare foot
plant at Interstate 440 and Faulkner Lake Road. There was not
100 contiguous acres available in the industrial park;
therefore, Rank purchased 100 acres across the Interstats from
the park. In the fall of 1995, rank held their grand opening.
Instead of the 250 employees initially announced, about 450
people would be hired. The plant has been expandad and
currently employs over 1000 people.

J. A. Riggs Tractor Company of Little Rock has purchased more
than 66 acres in the park.

Grady W. Jones Company of North Little Rock, a caterpillar
dealership, purchased a seven—acre tract for construction of a
caterpiller lift~truck dealexship.
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Several small businesses, as well as larga trucking companies

have located on property north of the park, along I-440, as a
result of this project.

Return on Investment:

Private investments were estimated at $4,440,000 with annual
payrolls of $3.1 million for the three primary beneficiarias.
The job cost ratic based on the EDA investment was 1:§1,432.
The additional privatae investments, as a raesult of this
project, far exceed this ratio.

Asgessnent of the Izpact aof the Projact on the Community
beyond Dollars and Cants, beyond Business and Jobs:

The proclamation of the pending Industrial Park and its
tenants and the future addition of 323 new jobs inspired an
attitude of progress, which, in tuzn, stimulated other
investments. This industrial project spawned new retail
growth, restaurants, and a corporate headquarters location.
The attached list of the businesses benefiting from Audio
Internationai, Inc., alone, demonstrates the impact this
project had on the economy of North Little Rock, Pulaski
County and the State of Arkansas. The announcement that a new
state-of-the~art hospital would be built, alsc on the sastern
sida of the city, will, in turn, spawn mora expansion.

Considering economic study indicators, which stipulate the
impact of 100 new manufacturing jobs in a community, this
project will have significant long-rangs potential. Economist
for the U.S. Chamber of Commarce states that 64 additional
manufacturing jobs will be added to a community for every 100
new jobs. The proposed job creation for this project was to
create 323 jobs; therefore, based on this established formula
for job creation, subject project would have generated
additional 207 jobs.

Applying the above formula, 100 new manufacturing jobs would
create a population increase of 202 people. Considering this
project proposal would creata 323 new jobs, it is projected
that the North Little Rock area population would incresase by
652 persons. In addition., 23 new retail establishments would
be created with a private investment of $3.1 million. Retail
sales will exceed $4.7 million. School enrcllment would
increasa by 197 students.

Basically, moras income means more sales, more new businesses,
new housing and more needed services for the community.
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The assistance of CAPDD personnel and the area director of EDA
were vital to this project. This is, in no small way,
indicative of what an investment by the Economic Development
Administration can accomplish.
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Coalition for Economic Development

Name: Org. Phone FAX
Haron Battle

National Association of Counties 942-4204 942-4281
Chris Mattson

Association of University Centers .887-5599 223-8608

National Association of Management

and Technology Assistance Centers (same)
Lisa Itamura

National Council for Urban Economic

Development 223-4735 223-4745
Eugene Lowe

U.S. Conference of Mayors 293-7330 293-2352
Bill Garber

Public Works and Economic

Development Association 488-1937 863-9361
Matt Chase

National Association of

Development Organizations 624-7806 624-8813
Bev Nykwest

National Association of

Regional Councils (Chair) 457-0710x20 296-9352
Cameron Whitman

National League of Cities 626-3023 626-3043
Tom Halicki

National Association of Towns

and Townships 624-3553 624-3554
Carol Wayman

National Congress for Community

Economic Development 234-5009 234-4510
Jason Jordan

National Association of

Installation Developers 822-5256 822-8819
Julie Denise

American Economic

Development Council (847) 692-9944 (847) 696-2990
Dinah Adkins

National Business

Incubation Association (614) 593-4331 (614) 593-1996
Nancy McCrae 898-1302 898-1312

National Association of
State Development Agencies

STATEMENT OF ERIC P. THOMPSON, EXECUTIVE DIRECTOR OF THE LOWER SAVANNAH
CouNcIL OF GOVERNMENTS, AIKEN, SOUTH CAROLINA, AND PRESIDENT OF THE NA-
TIONAL ASSOCIATION OF DEVELOPMENT ORGANIZATIONS ON BEHALF OF THE COALI-
TION FOR EcoNOMIC DEVELOPMENT

Mr. Chairman and Mr. Baucus, thank you for inviting me to testify on reauthor-
ization of the Economic Development Administration (EDA) on behalf of the Coali-
tion for Economic Development. | am Eric Thompson, Executive Director of the
Lower Savannah Council of Governments headquartered in Aiken, South Carolina.
As President of the National Association of Development Organizations (NADO), |
am pleased to join the other members of our coalition in offering strong support for
EDA reauthorization. )

My fellow coalition member Judge Villines has given an excellent overview of the
importance of EDA programs to rural and urban communities. | would like to focus
on an issue of great importance to my region, the State of South Carolina and other
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places throughout the country affected by defense industry contract cuts and base
closures.

Despite the small size of EDA, the agency has always provided flexible programs
and funding needed in times of sudden economic dislocation. EDA’s Defense Adjust-
ment Program helps communities impacted by base closures and/or defense contract
redléctions to rebuild and diversify their economies and move away from defense de-
pendency.

EDA is the only Federal agency with flexible program tools to help communities
implement base reuse plans. The agency allows local communities to establish their
own priorities and use EDA grants to fill funding gaps. EDA investments require
local commitment and funding. This creates a true public-private partnership to ad-
dress long term strategic needs. Working with their local partners, economic devel-
opment districts, EDA funds are highly leveraged and targeted to areas of greatest
need.

In the State of South Carolina there have been a number of base closings and
significant cutbacks at the Department of Energy (DOE) Savannah River Site lo-
cated in the Lower Savannah region.

In April 1996 the Charleston Naval Base was closed resulting in the loss of 21,902
direct jobs with $644 million in annual payroll. When a base closes, there is a need
for a regional approach to provide a transition to other jobs for dislocated workers
and to increase economic diversity for long-term sustainability. Military base reuse
is important, but meaningful defense adjustment must focus on the structural recov-
ery of defense impacted communities and not just base reuse. EDA’s programs and
funding are critical in order to achieve structural adjustment because they allow
local communities to establish their own priorities. Working with the local Economic
Development District, the Berkeley-Charleston-Dorchester Council of Governments,
EDA funds have been invested in infrastructure, a revolving loan fund and a re-
gional marketing plan to create and retain jobs in the region. EDA funds signifi-
cantly leveraged private-sector investment and have resulted in the creation and re-
tention of 12,800 jobs.

In the Lower Savannah region the Savannah River Site produced material for nu-
clear weapons used in the US defense program. It is the largest employer in the
State of South Carolina. With the end of the cold war, the Department of Energy
(DOE) downsized the facility, resulting in a loss of over 10,000 jobs, increasing un-
employment, causing real estate values to stagnate and essentially halting new
home starts. In 1997, all six counties in the Lower Savannah COG—Aiken,
Allendale, Bamberg, Barnwell, Calhoun and Orangeburg—had unemployment rates
above the State average. The rural counties of Allendale, Bamberg, and Orangeburg
have almost twice the State average and are the three highest unemployment coun-
ties in the State.

In order to help the Lower Savannah region adjust to this drastic cutback, the
Department of Energy needed a Federal agency to administer DOE funds provided
for community transition. Using the existing EDA system and grant process, DOE
transferred funds to EDA to administer and now requires that EDA approve all re-
quests for community adjustment assistance from DOE's Office of Worker and Com-
munity Transition.

While defense spending cuts appear to be bottoming out, the defense adjustment
challenge remains. Consolidation and mergers in the defense industry and addi-
tional base closures will continue to require EDA’s support and participation in de-
fense adjustment activities. Used for a variety of purposes, EDA funds are tailored
to meet the needs of local communities; they are not based on rigid Federal direc-
tives and guidelines.

One of EDA’s greatest strengths is the ability to use the existing network of 320
Economic Development Districts, such as the Lower Savannah COG, for defense ad-
justment, disaster relief and overall economic development assistance. These re-
gional development organizations provide local governments with professional and
technical assistance. Districts, the core of EDA's delivery mechanism, are multi-
county public-private partnershlps whose boards are composed of local elected offi-
cials, private-sector and minority representatives. They are critically important in
small metropolitan and rural regions where professional and technical assistance is
limited or nonexistent. Of the nation’s 39,000 units of local government, 33,000 have
populations of less than 3,000 and 11,500 governments have no employees.

Larger cities and counties have professional staff including engineers and plan-
ners to assist elected officials in the decisionmaking process. However, in most of
the country’s small and rural communities, Economic Development District employ-
ees are the only professional staff who are able to navigate the mountains of red
tape, regulations and application forms necessary to apply for Federal and State as-
sistance. It is through EDA planning grants to districts that distressed communities
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gain access to professional capacity and technical expertise to plan for the future.
Today, EDA's small planning grants to districts support an Overall Economic Devel-
opment Program (OEDP) for the communities served. OEDPs are blueprints provid-
ing a comprehensive plan for sustainable community and economic development.

EDA is extremely effective both in helping communities cope with long-term eco-
nomic disasters such as resource-dependent economies facing the decline of coal or
timber industries or sudden economic crises caused by plant and base closings and
natural disasters. It is important to remember that not all of the Base Realignment
And Closure (BRAC) listed installations are yet closed. It takes several years to ac-
tually shut down a facility so the need for EDA’s defense adjustment programs will
continue.

EDA has demonstrated its effectiveness and has earned the right to be reauthor-
ized. Under the leadership of Assistant Secretary Phillip Singerman, EDA has
streamlined its operations and significantly reformed and reinvented itself. Now is
the time to provide the agency with legislative tools and congressional guidance to
bring EDA into the 21st century. It is particularly important that America's dis-
tressed communities be prepared to compete in the global marketplace through
state-of-the-art technology. We strongly encourage EDA to once again assume a
leadership role during this transition.

On behalf of the members of the Coalition for Economic Development, | urge the
committee to work with EDA to update the authorizing legislation so that the na-
tion’s distressed communities will continue to have this vital Federal partner as we
move into the next century. | can assure you that those of us who work in economic
development at the local level will do everything we can to help make EDA more
efficient and effective.

STATEMENT OF NATIONAL ASSOCIATION OF DEVELOPMENT ORGANIZATIONS (NADO)

The members of the National Association of Development Organizations (NADO),
strongly support reauthorization of the Economic Development Administration
(EDA). EDA 1s the only Federal agency that has the program tools necessary to ad-
dress the broad range of economic development challenges facing America’'s dis-
tressed communities. Whether through infrastructure grants, strategic planning or
economic adjustment assistance, EDA helps distressed communities compete eco-
nomically and enter the mainstream. During the past 30 plus years, the agency has
created or retained more than 2.8 million jobs resulting from 39,000 assistance
projects throughout the country; generated $1.9 billion in private-sector capital
through revolving loan funds that have supported more than 7,000 businesses; and
leveraged more than $10 in private-sector investment for every Federal dollar in-
vested.

The National Association of Development Organizations is a public interest group
founded in 1967 to help professionals and local elected officials build communities
and create jobs. The association is the leading advocate for a regional approach to
economic and community development in America’s small metropolitan and rural
communities. Economic distress and development needs transcend jurisdictional
boundaries, and solutions to rural distress are most effective when implemented at
the substate regional level. NADO members provide community, economic and rural
development technical assistance to local governments and the private sector. The
members of NADO directly serve over 1,800 counties and 15,000 cities and towns.

NADO members are regional development organizations, known variously as eco-
nomic development districts, planning and development councils, councils of govern-
ments, area development districts and regional councils. Regional development orga-
nizations draft long-term strategic economic development plans, offer a wide range
of technical assistance and provide small business financing. EDA supports these re-
gional planning and development efforts through the economic development district
program.

There are four major reasons why Congress should pass reauthorization legisla-
tion for the Economic Development Administration this year.

1. Public Investment in Infrastructure Is Essential for Private Sector Job Creation

For distressed communities outside the economic mainstream, EDA’s public works
grants are the major source of infrastructure funding for projects related directly to
the creation of private-sector jobs. Among the projects funded are water and sewer
facilities serving industry and commerce; access roads to industrial parks or sites;
port investments; and business incubator facilities. While these are not glamorous
projects, they play an essential role in the process of upgrading and expanding the
nation’s aging public infrastructure which directly impacts communities’ ability to
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develop new businesses, retain and expand existing companies and generate local
tax revenues. Since 1965, EDA public works investments have assisted in the cre-
ation of more than 1.5 million jobs.

The Economic Development Council of Northern Vermont (EDCNV) an economic
development district serving six counties where dairy farming is important, created
a regional dairy industrial park with EDA funding. The focus of this industrial park
is on using dairy by-products such as whey for pharmaceutical products and fer-
tilizer. This kind of careful investment based on local planning continues to pay sub-
stantial returns to the economy and builds on and adds value to existing resources.

EDA funding for infrastructure improvements to the Mallord Fox Creek Industrial
Park in Decatur, Alabama through the North-central Alabama Regional Council of
Governments has resulted in bringing more than 4,000 jobs to the area. This in-
cludes the recent announcement by the Boeing Company to employ between 2,000
and 3,000 people to build the common booster core for the new Delta IV rocket.

2. Planning Is Essential for Long Term Sustainable Development

EDA provides support for a network of 320 Economic Development Districts
(EDDs) that serve local communities with professional and technical assistance.
EDDs are multi-county public-private partnerships whose boards are composed of
local elected officials, private-sector and minority representatives. EDDs are the core
of EDA's delivery mechanism. Districts have evolved into the central planning and
service coordination mechanism for many other Federal programs in rural areas in-
cluding job training, housing, environmental protection, aging services, emergency
management and small business assistance.

As former Representative Bill Clinger (R-PA) stated during the debate on the Eco-
nomic Development Reauthorization Act of 1994 (HR 2442), “EDA has established
a network of regional development organizations throughout its service areas, and
| cannot stress too much their importance. EDA is directed toward rural areas of
distress, rural communities that are having trouble competing in a wide variety of
ways. What this program does is provide an expertise that would not otherwise be
available to these communities.” NADO members heartily agree with this analysis.

The districts are providers of professional capacity and technical assistance. In
the current fiscal year, Congress appropriated $24 million for EDA'’s Title 111 plan-
ning grants. Of this, EDA provides slightly more than $17 million for EDD planning
grants. Districts receive an average of $53,000 from EDA. Like all EDA funds, these
planning grants leverage additional funding from nonFederal sources, including
State and local funds. EDA’s planning grants support a staff person in each EDD
who prepares an Overall Economic Development Program (OEDP) for the commu-
nities they serve. OEDPs are blueprints providing a comprehensive plan for commu-
nity and economic development. They are developed with, and approved by, the local
elected officials from all the participating communities.

It is important to note that the real purchasing power of the planning grants has
been greatly diminished over the past 30 years by inflation. The average planning
grant to districts was approximately $54,000 at the start of the program in 1966.
Today, the average planning grant remains only $54,000. Adjusted for inflation, the
value of a 1998 planning grant is only $10,800, or 20 cents on the dollar, when com-
pared to its original purchasing power in 1966. While districts have leveraged and
stretched these small but significant dollars to help thousands of America’'s small
metropolitan and rural communities forge ahead and create jobs, NADO members
strongly encourage Congress to dramatically increase the authorization levels for
the planning grant program.

Larger cities and counties have professional staff including engineers and plan-
ners to assist elected officials in the decisionmaking process. However, in most of
the country’s small and rural communities, district employees are the only profes-
sional staff that are able to navigate the mountains of red tape, regulations and ap-
plication forms necessary to apply for Federal assistance. It is through EDA grants
to districts for planning assistance that many distressed communities gain access
to professional capacity and technical expertise. Of the 39,000 general purpose local
governments in the US, 33,000 have populations of less than 3,000 and 11,500 have
no employees.

EDDs are also the local institution that facilitates the flow of Federal assistance
to rural and small metropolitan communities. Districts help smaller communities
prepare applications for Federal and State assistance and often administer EDA in-
frastructure and economic adjustment grants. Districts are critically important in
obtaining aid for rural counties and towns from other State and Federal agencies
including: the US Department of Agriculture’s rural development grants and loans,
Department of Housing and Urban Development Community Development Block
Grants, Department of Health and Human Service Welfare to Work and Older
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Americans programs, Department of Labor job training, Small Business Administra-
tion micro-loan and Certified Development Company programs.

Economic Development Districts are entrepreneurial, extremely flexible and pro-
vide assistance far greater in scope than that provided by EDA or the Federal Gov-
ernment programs. Because they serve local communities and are governed by a
majority of local elected officials, they respond to the needs of the communities and
deliver a variety of services to meet locally identified needs.

The Lower Savannah Council of Governments (LSCOG) headquartered in Aiken,
South Carolina was officially established on June 20, 1967 with an EDA grant of
$31,450 and local funds of $10,500. Today, LSCOG's base has broadened to include
not only economic development but also law enforcement assistance programs, com-
prehensive local and regional planning, services to older Americans, health planning
and historic preservation. During the past 31 years, the Lower Savannah Council
of Governments has worked with EDA on a number of successful projects, including:

Creation of the Aiken Technical Education Center and the Denmark Area Trade
School which have helped increase both the number of jobs and the qualified per-
sons to fill those positions.

Testing the effectiveness of exporting goods produced by small businesses or farm-
ers. The council identified current exporters and industries with the potential to ex-
port goods and assisted in developing the capacity of persons who had never partici-
pated in the export process.

LSCOG planning staff provides mapping services which facilitate environmental,
land use and economic planning, as well as the preparation of custom census and
other data reports, using a Geographic Information System (GIS). GIS is an orga-
nized collection of computer hardware, software, geographic data and personnel de-
signed to efficiently capture, store, update, manipulate, analyze and display all
forms of geographically referenced information. A Global Positioning System (GPS)
which allows locations to be mapped with satellite technology is also being used by
LSCOG.

3. Small Business Assistance Through Revolving Loan Funds Helps Fill Credit Gaps

EDA'’s revolving loan fund (RLF) program is one of the most successful and power-
ful economic development tools for addressing the credit gaps that exist in many
distressed communities, particularly in underserved rural areas. RLFs provide fi-
nancing when standard lending institutions will not fund smaller, riskier or uncon-
ventional business ventures. These funds are lent to businesses that cannot obtain
financing through traditional lending institutions. RLFs are managed by public or
private nonprofit lending institutions as part of an overall economic development
program by lending their initial capital and then relending funds as payments are
made.

The Mount Rogers Planning District Commission (PDC), an EDA Economic Devel-
opment District, headquartered in Marion, Virginia offers an excellent example of
the impact EDA's revolving loan fund program has in distressed communities. The
commission has been a major beneficiary of EDA grants and special funding that
have provided the critical infrastructure and site development for several industrial
parks and facilities. Established in 1986, the commission’s revolving loan fund has
developed an outstanding track record with $1,368,000 loaned for 12 loans that
range from $25,000 to $150,000. Over 840 jobs have been created or saved via the
commission’s RLF program with a cost per job portfolio of $1,622 per job. Of the
loans, approximately 28 percent went to industry and business startups and 81 per-
cent to manufacturers. The RLF also targeted 4 percent of the firms that were
women or minority owned.

One of the Mount Rogers RLF's most successful borrowers, Jack Galyean, Presi-
dent and Entrepreneur of Printed Circuit Solutions, recently received the Appalach-
ian Regional Commission (ARC) Entrepreneur of Virginia Award. With the assist-
ance of Mount Rogers PDC, Mr. Galyean established one of the region’s most tech-
nically advanced/leading edge manufacturing facilities, specializing in the printed
circuit board industry. Following a successful career in technology at Rockwell &
Honeywell, he brought his expertise and business experience home to realize his
dream of establishing a manufacturing operation in Galax, Virginia which would
provide technically advanced, much needed jobs with above average wages. Printed
Circuit Solutions Manufacturing, Inc. has grown to 30 employees with at least 50
percent of the work force having 2 years of college or more. The company provides
wages 20 to 30 percent above the industry average in the Galax area.

Based on the success of the RLF program, NADO members strongly encourage
Congress to help strengthen the program. The agency should be strongly encouraged
to continue to allocate resources to capitalize or recapitalize RLFs, to review their
regulations to allow more flexibility and responsiveness to local priorities and make



76

use of existing training programs such as the NADO Research Foundation’'s Eco-
nomic Development Finance Service to ensure top level performance of new and ex-
isting RLFs.

4. Assistance Is Needed for Communities Facing Long Term and Sudden Economic
Decline

EDA is extremely effective in helping communities cope with long-term economic
disasters, such as resource-dependent economies facing the decline of coal or timber
industries or sudden economic crises caused by plant closings and natural disasters.
The agency is also a major player in the Federal Government'’s efforts to assist com-
munities and industries struggling with defense conversion to shift their emphasis
from military-based to private-sector economies.

NADO members applaud EDA for its past success and encourage the agency to
continue using economic development districts as part of its defense conversion
strategy. In distressed communities, the districts are prepared to respond to and
meet needs identified at the local level. The districts have the flexibility and exper-
tise to respond to challenges, as well as the capacity to provide rural communities
with the ability to react to new causes of economic distress, such as base or industry
closure due to military downsizing. Through the overall economic development pro-
gram, districts can help communities plan for defense conversion related problems
and prepare a regional strategy to counter these obstacles.

The South Western Oklahoma Development Authority (SWODA), an EDA Eco-
nomic Development District, converted a former B-52 Strategic Air Command Base
into the Clinton-Sherman Industrial Air Park owned by the city of Sherman. Em-
ploying 500 people, the industrial park is a small town in itself, with an airport,
and commercial and industrial operations. Currently the State of Oklahoma has
formed a team with SWODA to compete for a launch site for the next generation
space shuttle.

EDA Has Earned the Right to Be Reauthorized

The Economic Development Administration has demonstrated its effectiveness
and deserves the stability in programmatic structure and funding that reauthoriza-
tion would provide. During the past 30 plus years, the agency has created or re-
tained more than 2.8 million jobs resulting from 39,000 assistance projects through-
out the country; generated $1.9 billion in private-sector capital through revolving
loan funds that have supported more than 7,000 businesses; and leveraged more
than $10 in private-sector investment for every Federal dollar invested.

Under the leadership of Assistant Secretary Phillip Singerman, EDA has stream-
lined its operations and significantly reformed and reinvented itself. Now is the time
to provide the agency with legislative tools and congressional guidance to bring EDA
into the 21st century.

EDA infrastructure grants are not only necessary, they are extremely successful
and cost effective investment of Federal resources. The Federal Government receives
a return on their investment far greater than the size of the Federal share of EDA
infrastructure grants. As Assistant Secretary Singerman testified during House
hearings last summer, a May 1997 performance evaluation of the EDA Public Works
Program conducted by Rutgers University shows that EDA assistance helps dis-
tressed communities create jobs (at a cost of $3,058 per job), expands the local tax
base (an increase of $10 for every $1 of EDA investment), and leverages private in-
vestment ($10 for every $1 of EDA investment). The results of this evaluation were
gathered from a study of 203 public works projects that received their final payment
from EDA in fiscal year 1990.

In addition to EDA legislation, NADO members support reauthorization of the Ap-
palachian Regional Commission (ARC) which provides assistance to distressed areas
in this 13 State region. ARC, working with Local Development Districts, has focused
its resources on their most distressed counties and should also be reauthorized.

To restate briefly the main reasons why Congress should reauthorize the Eco-
nomic Development Administration this year. EDA is the only Federal agency that
has the array of program tools needed to meet the challenges facing America’s dis-
tressed communities including: public works, revolving loan funds, planning and
economic adjustment. The Economic Development Administration supports a net-
work of 320 Economic Development Districts (EDDs) that serve small metropolitan
and rural communities as vital providers of professional and technical assistance.
EDA has demonstrated its effectiveness and has earned the stability in pro-
grammatic structure and funding that reauthorization would provide.
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EDUCATIONAL ASSOCIATION OF UNIVERSITY CENTERS,
Cullowhee, North Carolina 28723, July 14, 1998.

SENATOR JOHN WARNER Chairman,

Subcommittee on Transportation and Infrastructure,
Senate Office Building,

Washington, DC 20510.

SENATOR MAx BAaucus RANKING Minority Member,

Committee on Environment and Public Works,

Senate Office Building,

Washington, DC 20510.

DEAR CHAIRMAN WARNER AND RANKING MINORITY MEMBER Baucus: The Edu-
cational Association of University Centers, a member of the Coalition for Economic
Development, is pleased to provide comments for the record in strong support of the
reauthorization of the Economic Development Administration (EDA).

As we all know, there are a myriad of different reasons why a particular geo-
graphical area may fall behind the economic development level of other regions of
the country. Once this slide begins, however, standards of living further erode and
poverty increases. EDA stands alone as our national resource to stem and hopefully
reverse the economic decline in many distressed communities. By working through
grants and local resource partners, EDA brings investment and critical technical ex-
pertise to create sustainable economic development in the most cost-effective man-
ner possible.

The University Center program, funded by EDA through its technical assistance
account, provides the technical expertise component in the menu of EDA services.
As you know, there are 69 university centers nationwide that uniquely link the
knowledge, expertise, and resources of the nation’s higher education system with
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the private sector and communities to solve economic development problems. By
providing the feasibility studies, community economic development planning, data
collection and dissemination, regional economic development studies, work force
competitiveness training, non-profit development and local government official train-
ing, the university center program offers the technical expertise underpinning any
successful economic development strategy.

University centers are often the vital link between a community’s economic devel-
opment plan and the capital investment to make that plan reality. In fact, in 1995
alone the university center program, which is currently funded by EDA at $6.9 mil-
lion, secured $200 million in capital investments. That means that this one small
EDA program leverages $26 for every one Federal dollar EDA invests in the pro-
gram. This extraordinary level of success is indicative of the value EDA brings to
our nation’s communities.

But, the university center program is only one small part of EDA’s economic de-
velopment arsenal. The planning process, EDA’s network of regional offices and
State economic development representatives, the revolving loan fund, the trade ad-
justment assistance program are all available to insure eligible communities get the
help they need, when they need it. In the end, EDA and all of its partners focus
on creating the jobs that are so crucial to the long-term viability of a community.
Job creation remains job one.

Under the excellent leadership of Assistant Secretary Phillip Singerman, EDA has
also instituted a number of measures to insure the highest possible quality from all
of its programs. Several years ago, for instance, the university center program in
conjunction with EDA developed a peer review process conducted by EDA staff and
experienced University Center Directors to strengthen the overall program delivery.
These onsite program assessments seek to correct instances of unsatisfactory per-
formance and to proscribe new strategies for better serving our communities. The
result has been a stronger, more efficient university center program.

While this is only one example, EDA’'s commitment to quality, cost-efficient pro-
grams shines through in its strategies to prepare itself for the 21? Century. While
EDA has planted and nurtured the seedlings of a long term and highly effective
presence in America’s economy, it will take reauthorization to ensure these strate-
gies take root and develop the strength to resist the political winds of change. Eco-
nomic development is critical to the overall prosperity of our nation. Perhaps it is
a tired cliche, but it still holds true: we are only as strong as our weakest link. EDA
works to strengthen us all.

Reauthorization of EDA is vital to distressed communities nationwide. The Edu-
cational Association of University Centers urges you to act favorably and expedi-
tiously to reauthorize EDA.

Thank you for your time and consideration of this vital matter.

Sincerely,
THoMAs McCLURE,
Educational Association of University Centers.
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105TH CONGRESS
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Mr.
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To reauthorize and make reforms to programs authorized by the Public
Works and Economic Development Act of 1965.

IN THE SENATE OF THE UNITED STATES

FEBRUARY 12, 1998
Baucus (by request) (for himself, Ms. SNOWE, Mr. LIEBERMAN, Mr.
KEMPTHORNE, Mr. DASCHLE, Mr. Dopbp, Mr. DURBIN, Mr. LAUTEN-
BERG, Ms. CorrinNs, Mr. JOHNSON, and Mr. KENNEDY) introduced the
following bill; which was read twice and referred to the Committee on En-
vironment and Public Works

A BILL

reauthorize and make reforms to programs authorized
by the Public Works and Economic Development Act
of 1965.

Be 1t enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE; EFFECTIVE DATE.

(a) SHORT TITLE.—This Act may be cited as the

“Economic Development Partnership Act of 1998”.

(b) EFFECTIVE DATE.—Except as otherwise ex-
pressly provided, the provisions of this Aet and the amend-

ments made by this Act shall take effect as determined



O 00 NN N R W N

NN N N N N e e e e e e e e
L A W N =, © © 0 9 & B W N~ O

80

2
by the Secretary of Commerce (hereinafter referred to as
the Secretary), but not later than three months after the
date of the enactment of this Act.
SEC. 2. REAUTHORIZATION OF PUBLIC WORKS AND ECO-
NOMIC DEVELOPMENT ACT OF 1965.
The Public Works and Economic Development Act of
1965 (42 U.S.C. 3131 et seq.) is amended by striking all
after the first section and inserting the following:

“SEC. 2. FINDINGS AND DECLARATION.

“(a) FINDINGS.—Congress finds that—

“(1) 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, coun-
ties, and communities are suffering substantial and
persistent unemployment and underemployment that
cause hardship to many individuals and their fami-
lies, and waste invaluable human resources;

“(2) to overcome this problem the Federal Gov-
ernment, in cooperation with the States, should help
areas and regions of substantial and persistent un-
employment and underemployment to take effective
steps in planning and financing their public works
and economic development;

“(3) Federal financial assistance, including

grants for public works and development facilities to
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‘communities, industries, enterprises, and individuals

in areas needing development should enable such
areas to help themselves achieve lasting improve-
ment and enhance the domestic prosperity by the es-
tablishment of stable and diversified local economies,
sustainable development, and improved local condi-
tions, if such assistance is preceded by and consist-
ent with sound, long-range economic planning; and

“(4) under the provisions of this Act, new em-
ployment opportunities should be created by develop-
ing 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, and by supporting firms and in-
dustries which add to the growth of the nation’s
economy through improved technology, increased ex-
ports, and the supply of goods and services to satisfy
unmet demand.

“(b) DECLARATION.—Congress declares that, in fur-

therance of maintaining the national economy at a high

level—

“(1) the assistance authorized by this Act
should be made available to both rural and urban

arcas;
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“(2) such assistance should be made available
for planning for economic development prior to the
actual occurrences of economic distress in order to
avoid such condition; and

“(3) Such assistance should be used for long-
term economic rehabilitation in areas where long-
term economic deterioration has occurred or is tak-
ing place.

“TITLE I—ECONOMIC DEVELOPMENT
PARTNERSHIPS COOPERATION AND
COORDINATION

“SEC. 101. ESTABLISHMENT OF ECONOMIC DEVELOPMENT

PARTNERSHIPS.

“(a) IN GENERAL.—In providing assistance under
this Aect, the Secretary shall cooperate with States and
other entities to assure that, consistent with national ob-
jectives, Federal programs are compatible with and fur-
ther the objectives of State, regional and local economic
development plans and comprehensive economic develop-
ment strategies.

“(b) TECHNICAL ASSISTANCE.—The Secretary shall
provide such technical assistance to States, local govern-
mental subdivisions of States, sub-State regional organiza-
tions (including organizations which cross State bound-

aries, and multi-State regional organizations as the Sec-

*S 1647 IS
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retary determines may be necessary or desirable to allevi-
ate economic distress, encourage and support public-pri-
vate partnerships for the formation and improvement of
economic development strategies which promote the
growth of the national economy, stimulate modernization
and technological advances in the generation and commer-
cialization of goods and services, and enhance the effec-
tiveness of American firms in the global economy.

“(e) INTERGOVERNMENTAL REVIEW.—The Secretary
shall presecribe regulations which will assure that appro-
priate State and local governmental authorities have been
given a reasonable opportunity to review and comment
upon proposed projects which the Secretary determines
may have a significant direct impact on the economy of
the area.

“(d) COOPERATIVE AGREEMENTS.—The Secretary
may enter into a cooperative agreement with any two or
more adjoining States, or an organization thereof, in sup-
port of effective economic development. Each such agree-
ment shall provide for suitable participation by other gov-
ernmental and nongovernmental parties representative of
significant interests in and perspectives on economic devel-

opment in the area.

S 1647 IS
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“SEC. 102. COOPERATION OF FEDERAL AGENCIES.

“Each Federal department and agency, in accordance
with applicable laws and within the limits of available
funds, shall exercise its powers, duties and functions, and
shall cooperate with the Secretary in such manner as will
assist the Secretary in carrying out the objectives of this
Act.

“SEC. 103. COORDINATION.

“The Secretary shall actively coordinate with other
Federal programs, States, economic development distriets,
and other appropriate planning and development organiza-
tions the activities relating to the requirements for com-
prehensive economic development strategies and making
grants under this Act.

“SEC. 104. NATIONAL ADVISORY COMMITTEE.

“The Secretary may appoint a National Publie Advi-
sory Committee on Regional Economic Development which
shall consist of twenty-five members and shall be com-
posed of representatives of labor, management, agri-
culture, State and local governments, Federal agencies,
and the public in general. From the members appointed
to such Committee the Secretary shall designate a Chair-
man. Such Committee, or any duly established subcommit-
tee thereof, shall from time to time make recommenda-
tions to the Secretary relative to the carrying out of the
Seeretary’s duties under this Act, including the coordina-
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tion of activities as provided in section 103. Such Commit-
tee shall hold not less than two meetings during each cal-
endar year, and shall be governed by the provisions of the
Federal Advisory Committee Act.
“TITLE II—GRANTS FOR PUBLIC WORKS
AND ECONOMIC DEVELOPMENT

“SEC. 201. PUBLIC WORKS GRANTS.

“(a) Upon the application of any eligible recipient the
Secretary may make direct grants for acquisition or devel-
opment of land improvements for public works, public
serviee, or development facility usage, and the acquisition,
design and engineering, construction, rehabilitation, alter-
ation, expansion, or improvement of such facilities, includ-
ing related machinery and equipment.

“(b) The Secretary may provide assistance under this
section only if the Secretary finds that—

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

“(A) tend to improve the opportunities, in
the area where such project is or will be lo-
cated, for the successful establishment or ex-
pansion of industrial or commercial plants or

facilities;
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“(B) otherwise assist in the creation of ad-
ditional long-term employment opportunities of
such area;

“(C) primarily benefit the long-term unem-
ployed and members of low-income families; or

“(D) in the case of projects within areas
described in section 302(a)(8), the project will
enhance the economic growth potential of the
area or result in additional long-term employ-
ment opportunities commensurate with the
amount of Federal financial assistance re-
quested;

“(2) the project for which a grant is requested
will fulfill a pressing need of the area, or part there-
of, in which it is, or will be, located; and

“(3) the area for which a project is to be under-
taken has a satisfactory comprehensive economie de-
velopment strategy as provided by section 303 and
such project is consistent with such strategy.

“(e) In the case of an area described in section

21 302(a)(4), the Secretary may provide assistance only if the

22 Secretary finds that the project to be undertaken will pro-

23 vide immediate useful work to unemployed and under-

24 employed persons in that area.
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“(d) Not more than 15 per centum of the appropria-
tions made pursuant to this section may be expended in
any one State.

“SEC. 202. CONSTRUCTION COST INCREASES.

“In any case where a grant (including a supplemental
grant) has been made by the Secretary under this title
or made, before the effective date of the Economic Devel-
opment Partnership Act of 1998, under title I of this act,
as in effect before such effective date, for a construction

project and after such grant has been made but before

completion of the project, the cost of such project based

upon the designs and specifications which were the basis
of the grant has been increased because of increases in
costs, the amount of such grant may be increased by an
amount equal to the percentage increase, as determined
by the Secretary, in such costs, but in no event shall the
percentage of the Federal share of such project exceed
that originally provided for in such grant.
“SEC. 203. PLANNING AND ADMINISTRATIVE EXPENSES.

“(a) Upon the application of any eligible recipient the
Secretary may make direct grants for economic develop-
ment planning and the administrative expenses of organi-
zations undertaking such planning.

“(b) The planning for cities, other political subdivi-

sions, Indian tribes, and sub-State planning and develop-
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ment organizations (including areas described in section
302(a) and economic development districts) assisted under
this title shall include systematic efforts to reduce unem-
ployment and increase incomes.

“(¢) The planning shall be a continuous process in-
volving public officials and private citizens in analyzing
local economies, defining development goals, determining
project opportunities and formulating and implementing
a development program.

“(d) The planning assistance authorized under this
title shall be used in conjunction with any other available
Federal planning assistance to assure adequate and effec-
tive planning and economical use of funds.

‘“(e) Any State plan prepared with assistance under
this section shall be prepared cooperatively by the State,
its political subdivisions, and the economic development
districts located in whole or in part within such State, as
a comprehensive economic development strategy. Upon
completion of any such plan, the State shall (1) certify
to the Secretary that in the preparation of the State plan,
the local and economic development district plans were
considered and, to the fullest extent possible, the State
plan is consistent with the local and economic development
district plans, and (2) identify any inconsistencies between

the State plan and the local and economic development
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district plans, with the justification for each inconsistency.
Any overall State economic development planning shall be
a part of a comprehensive planning process that shall con-
sider the provisions of public works to stimulate and chan-
nel development, economic opportunities and choices for
individuals, to support sound land use, to foster effective
transportation access, to promote sustainable develop-
ment, to enhance and protect the environment including
the conservation and preservation of open spaces and envi-
ronmental quality, to provide public services, and to bal-
ance physical and human resources through the manage-
ment and control of physical development. Each State re-
ceiving assistance for the preparation of a plan according
to the provisions of this subsection shall submit to the Sec-
retary an annual report on the planning process assisted
under this subsection.

“SEC. 204. COST SHARING.

“Subject to section 205, the amount of any direct
grant under this title for any project shall not exceed 50
percent of the cost of such project. In determining the
amount of the non-Federal share of costs or expenses, the
Secretary shall give due consideration to all contributions
both in eash and in kind, fairly evaluated, including con-

tributions of space, equipment, and services.
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“SEC. 205. SUPPLEMENTARY GRANTS.

“(a) IN GENERAL.—Upon the application of any eli-
gible recipient, the Secretary may make a supplementary
grant for a project for which the applicant is eligible but,
because of its economie situation, for which it cannot sup-
ply the required matehing share. Included therein may be
supplementary grants made to enable the States and other
entities within areas described in section 302(a) to take
maximum advantage of designated Federal grant-in-aid
programs (as defined in subsection (b)(4) of this section),
direet grants-in-aid authorized under this title, and Fed-
eral grant-in-aid programs authorized by the Watershed
Protection and Flood Prevention Act (68 Stat. 666), and
the 11 watersheds authorized by the Flood Control Act
of December 22, 1944 (58 Stat. 887).

“(b) REQUIREMENTS APPLICABLE TO SUPPLE-
MENTARY GGRANTS.—

“(1) AMOUNT OF SUPPLEMENTARY GRANTS.—

The amount of any supplementary grant under this

title for any project shall not exceed the applicable

percentage established by regulations promulgated
by the Secretary, but in no event shall the non-Fed-
eral share of the aggregate cost of any such project

(including assumptions of debt) be less than 20 per-

cent of such cost, except as provided in subsection

(b)(6).
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“(2) FORM OF SUPPLEMENTARY GRANTS.—
Supplementary grants shall be made by the Seec-
retary, in accordance with such regulations as the
Secretary may prescribe, by increasing the amounts
of direct grants authorized under this title or by the
payment of funds appropriated under this act to the
heads of the departments, agencies, and instrumen-
talities of the Federal Government responsible for
the administration of the applicable Federal pro-
grams.

“(3) FEDERAL SHARE LIMITATIONS SPECIFIED
IN OTHER LAWS.—Notwithstanding any requirement
as to the amount or sources of non-Federal funds
that may otherwise be applicable to the Federal pro-
gram involved, funds provided under this subsection
may be used for the purpose of increasing the Fed-
eral contribution to specific projects in areas de-
seribed in section 302(a) under such programs above
the fixed maximum portion of the cost of such
project otherwise authorized by the applicable law.

“(4) DESIGNATED FEDERAL GRANT-IN-AID
PROGRAMS DEFINED.—In this section, the term ‘des-
ignated Federal grant-in-aid programs’ means such
existing or future Federal grant-in-aid programs as-

sisting in the construction or equipping of facilities
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as the Secretary may, in furtherance of the purposes
of this Act, designate as eligible for allocation of
funds under this section.

“(5) CONSIDERATION OF RELATIVE NEED IN
DETERMINING AMOUNT.—In  determining the
amount of any supplementary grant available to any
project under this title, the Secretary shall take into
consideration the relative needs of the area and the
nature of the project to be assisted.

“(6) EXCEPTIONS.—In the case of a grant to
an Indian tribe, the Secretary may reduce the non-
Federal share below the percentage specified in sub-
section (b)(1) or may waive the non-Federal share.
In the case of a grant to a State or a political sub-
division of a State which the Secretary determines
has exhausted its effective taxing and borrowing ca-
pacity, or of a grant to a nonprofit organization
which the Secretary determines has exhausted its ef-
feetive borrowing capacity, the Secretary may reduce
the non-Federal share below the percentage specified
in subsection (b)(1) or may waive the non-Federal
share for (i) a project in an area described in section
302(a)(4), or (ii) a project the nature of which the
Secretary determines warrants the reduction or

walver of the non-Federal share.
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“SEC. 206. REGULATIONS TO ASSURE RELATIVE NEEDS ARE

MET.

“The Secretary shall prescribe rules, regulations, and
procedures to carry out this title which will assure that
adequate consideration is given to the relative needs of eli-
gible areas. In prescribing such rules, regulations, and
procedures for assistance under section 201 the Secretary
shall econsider among other relevant factors—

“(1) the severity of the rates of unemployment
in the eligible areas and the duration of such unem-
ployment;

“(2) the income levels of families and the extent
of underemployment in eligible areas; and

(3) the out-migration of population for eligible
areas.

“SEC. 207. TRAINING, RESEARCH, & TECHNICAL ASSIST-
ANCE.

“(a) Upon the application of any eligible recipient the
Secretary may make direct grants for training, research,
and technical assistance, including grants for program
evaluation and economic impact analyses, which would be
useful in alleviating or preventing conditions of excessive
unemployment or underemployment. Such assistance may
include project planning and feasibility studies, dem-
onstrations of innovative activities or strategic economic
development investments, management and operational
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assistance, establishment of university centers, establish-
ment of business outreach centers, and studies evaluating
the needs of, and development potentialities for, economie
growth of areas which the Secretary finds have substantial
need for such assistance. The Secretary may waive the
non-Federal share in the case of a project under this sec-
tion, without regard to the provisions of section 204 or
205.

“(b) In carrying out the Secretary’s duties under this
Act, the Secretary may provide research and technical as-
sistance through members of the Secretary’s staff; the
payment of funds authorized for this section to depart-
ments or agencies of the Federal Government; the employ-
ment of private individuals, partnerships, firms, corpora-
tions, or suitable institutions under contracts entered into
for such purposes; or the award of grants under this title.
“SEC. 208. RELOCATION OF INDIVIDUALS AND BUSINESSES.

“Grants to eligible recipients shall include such
amounts as may be required to provide relocation assist-
ance to affected persons, as required by the Uniform Relo-
cation Assistance and Real Property Acquisition Act 1970,
as amended.
“SEC. 209. ECONOMIC ADJUSTMENT.

“(a) Upon the application of any eligible recipient the

Secretary may make direct grants for public facilities,
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public services, business development (including a revolv-
ing loan fund), planning, technical assistance, training,
and other assistance which demonstrably furthers the eco-
nomic adjustment objectives of this Act, including activi-
ties to alleviate long-term economic deterioration, and sud-
den and severe economic dislocations.

“(b) The Secretary may provide assistance under this
section only if the Secretary finds that—

“(1) the project will help the area meet a spe-

cial need arising from—

“(A) actual or threatened severe unemploy-
ment arising from economic dislocation, includ-
ing unemployment arising from actions of the
Federal Government or from compliance with
environmental requirements which remove eco-
nomic activities from a locality; or

“(B) economic adjustment problems result-
ing from severe changes in economic conditions
(including long-term economic deterioration);
and
(2) the area for which a project is to be under-

taken has a satisfactory comprehensive economic de-
velopment strategy as provided by section 303 and

such project is consistent with such strategy. This
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subsection (b)(2) shall not apply to planning

projects.

“(e) Assistance under this section shall extend to ac-
tivities identified by communities impacted by military
base closures, defense contractor cutbacks, and Depart-
ment of Energy reductions, to help the communities diver-
sify their economies. Nothing in this section is intended
to replace the efforts of the economic adjustment program
of the Department of Defense.

“(d) Assistance under this section shall extend to
post-disaster activities in areas affected by natural and
other disasters.

“SEC. 210. DIRECT EXPENDITURE OR REDISTRIBUTION BY
RECIPIENT.

“Amounts from grants under section 209 of this title
may be used in direct expenditures by the eligible recipient
or through redistribution by the eligible recipient to publie
and private entities in grants, loans, loan guarantees, pay-
ments to reduce interest on loan guarantees, or other ap-
propriate assistance, but no grant shall be made by an
eligible recipient to a private profit-making entity.

“SEC. 211. CHANGED PROJECT CIRCUMSTANCES.

“In any case where a grant (including a supplemental

grant) has been made by the Secretary under this title

(or made under this Act, as in effect on the day before
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the effective date of the Economic Development Partner-
ship Act of 1998) for a project, and after such grant has
been made but before completion of the project, the pur-
pose or scope of such project which were the basis of the
grant has changed, the Secretary may approve the use of
grant funds on such changed project if the Secretary de-
termines that such changed project meets the require-
ments of this title and that such changes are necessary
to enhance economic development in the area.

“SEC. 212. USE OF FUNDS IN PROJECTS CONSTRUCTED

UNDER PROJECTED COST.

“In any case where a grant (including a supplemental
grant) has been made by the Secretary under this title
(or made under this Act, as in effect on the day before
the effective date of the Economic Development Partner-
ship Act of 1998) for a construction project, and after
such grant has been made but before completion of the
project, the cost of such project based upon the designs
and specifications which was the basis of the grant has
decreased because of decreases in costs, such underrun
funds may be used to improve the project either directly
or indirectly as determined by the Secretary.

“SEC. 213. BASE CLOSINGS AND REALIGNMENTS.
‘“(a) LOCATION OF PROJECTS.—In any case in which

the Secretary determines a need for assistance under this
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title due to the closure or realignment of a military or
Department of Energy installation, the Secretary may
make such assistance available for projects to be carried
out on the installation and for projects to be carried out
in communities adversely affected by the closure or re-
alignment.

“(b) INTEREST IN PROPERTY.—Notwithstanding any
other provision of law, the Secretary may provide to an
eligible recipient any assistance available under this Act
for a project to be carried out on a military or Department
of Energy installation that is closed or scheduled for clo-
sure or realighment without requiring that the eligible re-
cipient have title to the property or a leaschold interest
in the property for any specified term.

“SEC. 214. PREVENTION OF UNFAIR COMPETITION.

“No financial assistance under this Act shall be ex-
tended to any project when the result would be to increase
the production of goods, materials, or commodities, or the
availability of services or facilities, when there is not suffi-
cient demand for such goods, materials, commodities, serv-
ices, or facilities, to employ the efficient capacity of exist-
ing competitive commerecial or industrial enterprises.

“SEC. 215. REPORTS BY RECIPIENT.
“Reports to the Secretary shall be required of recipi-

ents of assistance under this Act. Such reports shall be
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at such intervals and in such manner as the Secretary
shall prescribe by regulation, not to exceed ten years from
the time of closeout of the assistance award, and shall con-
tain an evaluation of the effectiveness of the economic as-
sistance provided under this Act in meeting the need it
was designed to alleviate and the purposes of this Act.
“TITLE III—DEFINITIONS, ELIGIBILITY

AND COMPREHENSIVE ECONOMIC DE-

VELOPMENT STRATEGIES
“SEC. 301. DEFINITIONS.

“In this Act, unless the context otherwise requires,
the following definitions apply:
The

“(a) ECONOMIC DEVELOPMENT DISTRICT.
term ‘economic development district’ refers to any
area within the United States composed of cooperat-
ing areas described in section 302(a) and, where ap-
propriate, designated economic development centers
and neighboring counties or communities, which has
been designated by the Secretary as an economic de-
velopment distriet. Such term includes any economic
development district designated by the Secretary
under section 403 of this Act, as in effect on the day
before the effective date of the Economic Develop-

ment Partnership Act of 1998.
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“(b) ECONOMIC DEVELOPMENT CENTER.—The
term ‘economic development center’ refers to any
area within the United States which has been identi-
fied as an economic development center in an ap-
proved comprehensive economic development strat-
egy and which has been designated by the Secretary
as eligible for financial assistance under this Act in
accordance with the provisions of this section.

“(¢) ELIGIBLE RECIPIENT.—The term ‘eligible
recipient’ means an area described in section 302(a),
an economic development district designated under
section 401, an Indian tribe, a State, a city or other
political subdivision of a State or a consortium of
such political subdivisions, an institution of higher
education or a consortium of such institutions, or a
public or private nonprofit organization or associa-
tion acting in cooperation with officials of such polit-
ical subdivisions. For grants made under section
207, ‘eligible recipient’ also includes private individ-
uals and for-profit organizations.

“(d) GRANT.—The term ‘grant’ includes coop-
erative agreement, as that term is used in the Fed-
eral Grant and Cooperative Agreement Act of 1977.

“(e) INDIAN TRIBE.—The term ‘Indian tribe’

means an Indian or Alaska Native tribe, band, na-
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tion, pueblo, village, or community that the Sec-

retary of the Interior acknowledges to exist as an In-

dian tribe pursuant to 25 U.S.C. section 47%a-1.

“(f) STATE.—The terms ‘State’, ‘States’, and
‘United States’ include the several States, the Dis-
triect of Columbia, the Commonwealth of Puerto
Rico, the Virgin Islands, Guam, American Samoa,
the Republic of the Marshall Islands, the Federated
States of Micronesia, the Republic of Palau, and the
Commonwealth of the Northern Mariana Islands.

“SEC. 302. AREA ELIGIBILITY.

“(a) CERTIFICATION.—In order to be eligible for as-
sistance for activities deseribed under section 201 or 209,
an applicant shall certify, as part of an application for
such assistance, that the project is located in an area
which on the date of submission of such application meets
one or more of the following criteria:

“(1) The area has a per capita income of 80
percent or less of the national average.

“(2) The area has an unemployment rate one
percent above the national average percentage for
the most recent 24-month period for which statistics
are available.

“(3) The area has experienced or is about to

experience a sudden economic dislocation resulting
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in job loss that is significant both in terms of the
number of jobs eliminated and the effect upon the
employment rate of the area.

“(4) The area is one in which the Secretary de-
termines that any activities authorized to be under-
taken under section 201 or 209 will provide imme-
diate useful work to unemployed and underemployed
persons in that area, and the area is a community
or neighborhood (defined without regard to political
or other subdivisions or boundaries) which the Sec-
retary determines has one or more of the following
conditions:

“(A) A large concentration of low-income
persons;

“(B) Areas having substantial out-migra-
tion; or

“(C) Substantial unemployment.

“(5) The area has demonstrated long-term eco-
nomie deterioration.

“(6) The area has an unemployment rate, for
the most recent 12 month period for which statistics
are available, above a rate established by regulation
as an indicator of substantial unemployment during
conditions of significantly high national unemploy-

ment.
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“(7) The area is one which the Secretary has
determined has experienced, or may reasonably be
foreseen to be about to experience, a special need to
meet an expected rise in unemployment, or other
economic adjustment problems (including those
caused by any action or decision of the Federal Gov-
ernment).

“(8) The area contains a population of 250,000
or less and is identified in a comprehensive economic
development strategy as having growth potential and
the ability to alleviate distress within an economic
development district.

“(9) The area is experiencing severe outmigra-
tion.

“(b) DOCUMENTATION.—A certification made under
subsection (a) shall be supported by Federal data, when
available or, in the absence of recent Federal data, by data
available through the State government. Such documenta-
tion shall be accepted by the Secretary unless the Sec-
retary determines the documentation to be inaceurate. The
most recent statistics available shall be used.

“(¢) SPECIAL RULE.—An area which the Secretary
determines is eligible for assistance because it meets 1 or

more of the criteria of subsection (a)(4)—
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“(1) shall not be subject to the requirements of
sections 201(b) or 303; and

“(2) shall not be eligible to meet the require-
ment of section 401(a)(1)(B).

“(d) PRIOR DESIGNATIONS.—Any designation of a
redevelopment area made before the effective date of the
Economic Development Partnership Act of 1998 shall not
be effective after such effective date.

“SEC. 303. COMPREHENSIVE ECONOMIC DEVELOPMENT
STRATEGY.

“(a) IN GENERAL.—The Secretary may provide as-
sistance under section 201 or 209 (except for section 209
planning) to an applicant for a project only if the appli-
cant submits to the Secretary, as part of an application
for such assistance, evidence satisfactory to the Secretary
of a comprehensive economic development strategy
which—

“(1) identifies the economic development prob-
lems to be addressed using such assistance;

“(2) identifies past, present, and projected fu-
ture economic development investments in the area
receiving such assistance and publie and private par-
ticipants and sources of funding for such invest-

ments; and
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“(3) sets forth a strategy for addressing the
economic problems identified pursuant to paragraph
(a) and deseribes how the strategy will solve such
problems.

“(b) OTHER PLAN.—The Secretary may accept as a
comprehensive economic development strategy a satisfae-
tory plan prepared under another Federally supported
program.

“TITLE IV—ECONOMIC DEVELOPMENT
DISTRICTS
“SEC. 401. DESIGNATION OF ECONOMIC DEVELOPMENT
DISTRICTS AND ECONOMIC DEVELOPMENT
CENTERS.

“(a) IN GENERAL.—In order that economic develop-
ment projects of broader geographic significance may be
planned and carried out, the Secretary may—

“(1) designate appropriate ‘economic develop-
ment 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 population, and contains sufficient re-

sources, to foster economic development on a

scale involving more than a single area de-

seribed in section 302(a);
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“(B) the proposed district contains at least
1 area described in section 302(a);

“(C) the proposed district contains 1 or
more areas described in section 302(a) or eco-
nomie development centers identified in an ap-
proved district comprehensive economic develop-
ment strategy as having sufficient size and po-
tential to foster the economic growth activities
necessary to alleviate the distress of the areas
deseribed in section 302(a) within the distriet;
and

“(D) the proposed district has a district
comprehensive economic development strategy
which includes sustainable development, ade-
quate land use and transportation planning and
contains a specific program for district coopera-
tion, self-help, and public investment and is ap-
proved by the State or States affected and by
the Secretary;

“(2) designate as ‘economic development cen-

ters’, in accordance with such regulations as the
Secretary shall preseribe, such areas as the See-

retary may deem appropriate, if—

“(A) the proposed center has been identi-

fied and included in an approved district com-
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prehensive economic development strategy and
recommended by the State or States affected
for such special designation;

“(B) the proposed center is geographically
and economically so related to the district that
its economic growth may reasonably be expected
to contribute significantly to the alleviation of
distress in the areas described in section 302(a)
of the district; and

“(C) the proposed center does not have a
population in excess of 250,000 according to
the most recent Federal census; and

“(3) provide financial assistance in accordance

with the criteria of this Act, except as may be herein
otherwise provided, for projects in economic develop-

ment centers designated under subsection (a)(2),

“(A) the project will further the objectives
of the comprehensive economic development
strategy of the district in which it is to be lo-
cated;

“(B) the project will enhance the economic
growth potential of the district or result in ad-

ditional long-term employment opportunities
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commensurate with the amount of Federal fi-
nancial assistance requested; and
“(C) the amount of Federal financial as-
sistance requested is reasonably related to the
size, population, and economic needs of the dis-

trict.

“(b) AUTHORITIES.—The Secretary may, under reg-

“(1) invite the several States to draw up pro-

posed economie development district boundaries and

to identify potential economic development centers;

“(2) cooperate with the several States—

“(A) in sponsoring and assisting district
cconomic planning and development groups;
and

“(B) in assisting such district groups to
formulate distriect comprehensive economic de-
velopment strategies; and

“(3) encourage participation by appropriate

local governmental authorities in such economic de-
velopment districts.

“SEC. 402. TERMINATION OR MODIFICATION.
“The Secretary shall by regulation prescribe stand-

ards for the termination or modification of economic devel-
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opment districts and economic development centers des-
ignated under the authority of section 401.
“SEC. 403. BONUS.

“Subject to the 20 per centum non-Federal share re-
quired for any project by subsection 205(b)(1) of this Act,
the Secretary is authorized to increase the amount of
grant assistance authorized by sections 204 and 205 for
projects within designated economic development districts
by an amount not to exceed 10 per centum of the aggre-
gate cost of such project, in accordance with such regula-
tions as the Secretary shall preseribe if—

“(1) the project applicant is actively participat-
ing in the economic development activities of the dis-
trict; and

“(2) the project is consistent with an approved
district comprehensive economic development strat-
egy.

“SEC 404. STRATEGY PROVIDED TO APPALACHIAN RE-
GIONAL COMMISSION.

“Bach economic development district designated by
the Secretary under this title shall provide that a copy
of the district comprehensive economic development strat-
egy be furnished to the Appalachian Regional Commission

established under the Appalachian Regional Development
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Act of 1965, if any part of such district is within the Ap-
palachian region.
“SEC. 405. PARTS NOT WITHIN AREAS DESCRIBED IN SEC-
TION 302(a).

“The Secretary is authorized to provide the financial
assistance which is available to an area described in sec-
tion 302(a) under this Act to those parts of an economic
development district which are not within an area de-
seribed in section 302(a), when such assistanee will be of
a substantial direct benefit to an area described in section
302(a) within such district. Such financial assistance shall
be provided in the same manner and to the same extent
as is provided in this Act for an area described in section
302(a).

“TITLE V—ADMINISTRATION
“SEC. 501. ASSISTANT SECRETARY FOR ECONOMIC DEVEL-
OPMENT.

“The Secretary will administer this Act with the as-
sistance of an Assistant Secretary of Commerce for Eco-
nomic Development to be appointed by the President by
and with the advice and consent of the Senate. The Assist-
ant Secretary of Commerce for Economie Development
will perform such functions as the Secretary may preseribe

and will serve as the administrator of the Economic Devel-
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opment Administration within the Department of Com-
meree.

“SEC. 502. ECONOMIC DEVELOPMENT INFORMATION

CLEARINGHOUSE.

“It shall be a duty of the Secretary in administering

this Act—

“(a) to serve as a central information clearing-
house on matters relating to economic development,
economic, adjustment, disaster recovery, and defense
conversion programs and activities of the Federal
and State governments, including political subdivi-
sions of the States;

“(b) to help potential and actual applicants for
economic development, economic adjustment, disas-
ter recovery, and defense conversion assistance
under Federal, State, and local laws in locating and
applying for such assistance, including financial and
technical assistance; and

“(e) to aid areas described in section 302(a)
and other arcas by furnishing to interested individ-
uals, communities, industries, and enterprises within
such areas any technical information, market re-
search, or other forms of assistance, information, or

advice which would be useful in alleviating or pre-

*S 1647 IS



p—

O 00 N N W A~ W N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

112

34

venting conditions of excessive unemployment or

underemployment within such areas.

“SEC. 503. CONSULTATION WITH OTHER PERSONS AND
AGENCIES.

“(a) CONSULTATION ON PROBLEMS RELATING TO
EMPLOYMENT.—The Secretary is authorized from time to
time to call together and confer with any persons, includ-
ing representatives of labor, management, agriculture, and
government, who can assist in meeting the problems of
area and regional unemployment or underemployment.

“(b) CONSULTATION ON ADMINISTRATION OF ACT.—
The Secretary may make provisions for such consultation
with interested departments and agencies as the Secretary
may deem appropriate in the performance of the functions
vested in the Secretary by this Act.

“SEC. 504. ADMINISTRATION, OPERATION, AND MAINTE-
NANCE.

“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.

“SEC. 505. FIRMS DESIRING FEDERAL CONTRACTS.

“The Secretary may furnish the procurement divi-

sions of the various departments, agencies, and other in-

strumentalities of the Federal Government with a list con-
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taining the names and addresses of business firms which
are located in areas of high economic distress and which
are desirous of obtaining Government contracts for the
furnishing of supplies or services, and designating the sup-
plies and services such firms are engaged in providing.
“SEC. 506. AMENDMENT TO TITLE 5, U.S.C.

“Seection 5316 of title 5, United States Code, is
amended by striking ‘Administrator for Economic Devel-
opment.’

“TITLE VI—-MISCELLANEOUS

“SEC. 601. POWERS OF SECRETARY.

“(a) IN GENERAL.—In performing the Secretary’s
duties under this Act, the Secretary is authorized to—

“(1) adopt, alter, and use a seal, which shall be
judicially noticed,;

“(2) subject to the civil-service and classifica-
tion laws, select, employ, appoint, and fix the com-
pensation of such personnel as may be necessary to
carry out the provisions of this Act;

“(3) hold such hearings, sit and act at such
times and places, and take such testimony, as the
Secretary may deem advisable;

“(4) request directly from any executive depart-
ment, bureau, ageney, board, commission, office,

independent establishment, or instrumentality infor-
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mation, suggestions, estimates, and statistics needed
to carry out the purposes of this Act; and each de-
partment, bureau, agency, board, commission, office,
establishment, or instrumentality is authorized to
furnish such information, suggestions, estimates,
and statisties directly to the Secretary;

“(5) consistent with the Debt Collection Im-
provement Act of 1996, under regulations preseribed
by the Secretary, assign or sell at public or private
sale, or otherwise dispose of for cash or credit, in
the Secretary’s discretion and upon such terms and
conditions and for such consideration as the See-
retary determines to be reasonable, any evidence of
debt, contract, claim, personal property, or security
assigned to or held by the Secretary in connection
with assistance extended under the Act, and collect
or compromise all obligations assigned to or held by
the Secretary in connection with such assistance
until such time as such obligations may be referred
to the Attorney General for suit or collection;

“(6) deal with, complete, renovate, improve,
modernize, insure, rent, or sell for cash or credit,
upon such terms and conditions and for such consid-
eration as the Secretary determines to be reasonable,

any real or personal property conveyed to or other-
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wise acquired by the Seeretary in connection with
assistance extended under this Act;

“(7) consistent with the Debt Collection Im-
provement Act of 1996, 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 the Secretary in
connection with assistance extended under this Act;

“(8) acquire, in any lawful manner, any prop-
erty (real, personal, or mixed, tangible or intangi-
ble), whenever necessary or appropriate in connee-
tion with assistance extended under this Act; .

“(9) in addition to any powers, functions, privi-
leges, and immunities otherwise vested in the Sec-
retary, take any action, including the procurement of
the services of attorneys by contract, determined by
the Secretary to be necessary or desirable in making,
purchasing, servicing, compromising, modifying, lig-
uidating, or otherwise administratively dealing with
assets held in connection with financial assistance
extended under this Act;

“(10) employ experts and consultants or organi-
zations as authorized by section 3109 of title 5,
United States Code, compensate individuals so em-

ployed, including travel time, and allow them, while
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away from their homes or regular places of business,
travel expenses (including per diem in lieu of sub-
sistence) as authorized by section 5703 of title 5,
United States Code, for persons in the Government
service employed intermittently, while so employed,
except that contracts for such employment may be
renewed annually;

“(11) establish performance measures for
grants and other assistance provided under this Act,
and use such performance measures to evaluate the
economic impact of economic development assistance
programs; the establishment and use of such per-
formance measures to be provided by the Secretary
through members of his staff, through the employ-
ment of appropriate parties under contracts entered
into for such purposes, or through grants to such
parties for such purposes, using any funds made
available by appropriations to carry out this Act;

“(12) sue and be sued in any court of record
of a State having general jurisdiction or in any
United States district court, and jurisdiction is con-
ferred upon such district court to determine such
controversies without regard to the amount in con-
troversy; but no attachment, injunction, garnish-

ment, or other similar process, mesne or final, shall
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be issued against the Secretary or the Secretary’s
property; and
“(13) establish such rules, regulations, and pro-
cedures as the Secretary considers appropriate in

carrying out the provisions of this Act.

“() DEFICIENCY JUDGMENTS.—The authority
under subsection (a)(7) to pursue claims shall include the
authority to obtain deficiency judgments or otherwise in
the case of mortgages assigned to the Secretary.

“(c) INAPPLICABILITY OF CERTAIN OTHER RE-
QUIREMENTS.—Section 3709 of the Revised Statutes of
the United States shall not apply to any contract of haz-
ard insurance or to any purchase or contract for services
or supplies on account of property obtained by the Sec-
retary as a result of assistance extended under this Act

if the premium for the insurance or the amount of the

insurance does not exceed $1,000.

“(d) PROPERTY INTERESTS.—The powers of the See-
retary, pursuant to this section, in relation to property ac-
quired by the Secretary in connection with assistance ex-
tended under this Act, shall extend to property interests
of the Secretary in relation to projects approved under the
Public Works and Eeonomic Development Act of 1965,
title I of the Public Works Employment Act of 1976, title

II of the Trade Act of 1974, and the Community Emer-
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gency Drought Relief Act of 1977. Property interests in
connection with grants may be released, in whole or in
part, in the Secretary’s discretion, after 20 years from the
date of grant disbursement.

“(e¢) POWERS OF CONVEYANCE AND EXECUTION.—
The power to convey and to execute, in the name of the
Secretary, deeds of conveyance, deeds of release, assign-
ments and satisfactions of mortgages, and any other writ-
ten instrument relating to real or personal property or any
interest therein acquired by the Secretary pursuant to the
provisions of this Act may be exercised by the Secretary,
or by any officer or agent appointed by the Secretary for
such purpose, without the execution of any express delega-
tion of power or power of attorney.

“SEC. 602. MAINTENANCE OF STANDARDS.

“The Secretary shall continue to implement and en-
foree the provisions of section 712 of this Act, as in effect
on the day before the effective date of the Economic Devel-
opment Partnership Act of 1998.

“SEC. 603. ANNUAL REPORT TO CONGRESS.

“The Secretary shall transmit a comprehensive and
detailed annual report to Congress of the Secretary’s ac-
tivities under this Act for each fiscal year beginning with
the fiscal year ending September 30, 1999. Such report

shall be printed and shall be transmitted to Congress not
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later than July 1 of the year following the fiscal year with
respeet to which such report is made.
“SEC. 604. USE OF OTHER FACILITIES.
“(a) DELEGATION OF FUNCTIONS TO OTHER FED-

ERAL DEPARTMENTS AND AGENCIES.

The Secretary
may delegate to the heads of other departments and agen-
cies of the Federal Government any of the Secretary’s
funetions, powers, and duties under this Act as the Seec-
retary may deem appropriate, and authorize the redelega-
tion of such functions, powers, and duties by the heads
of such departments and agencies.

“(b) TRANSFER BETWEEN DEPARTMENTS.—Funds
authorized to be appropriated under this Aet may be
transferred between departments and agencies of the Gov-
ernment, if such funds are used for the purposes for which
they are specifically authorized and appropriated.

“(¢) FUNDS TRANSFERRED FROM OTHER DEPART-
MENTS AND AGENCIES.—In order to carry out the objec-
tives of this Act, the Secretary may accept transfers of
funds from other departments and agencies of the Federal
Government if the funds are used for the purposes for
which (and in accordance with the terms under which) the
funds are speecifically authorized and appropriated. Such
transferred funds shall remain available until expended,

and may be transferred to and merged with the appropria-
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tions under the heading ‘salaries and expenses’ by the Sec-
retary to the extent necessary to administer the program.
“SEC. 605. PENALTIES.

“(a) KFALSE STATEMENTS; SECURITY OVER-
VALUATION.—Whoever makes any statement knowing it
to be false, or whoever willfully overvalues any security,
for the purpose of obtaining for such person or for any
applicant any financial assistance under this Act or any
extension of such assistance by renewal, deferment or ac-
tion, or otherwise, or the acceptance, release, or substi-
tution of security for such assistance, 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 fined under title 18,
United States Code, imprisoned for not more than 5 years,
or both.

“(b) EMBEZZLEMENT AND FRAUD-RELATED

CRIMES.

‘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 such person or
pledged or otherwise entrusted to such person;

“(2) with intent to defraud the Secretary or

any other body politic or corporate, or any individ-
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ual, or to deceive any officer, auditor, or examiner,
makes any false entry in any book, report, or state-
ment of or to the Secretary or without being duly
authorized draws any orders or issues, puts forth, or
assigns any note, debenture, bond, or other obliga-
tion, or draft, bill of exchange, mortgage, judgment,
or decree thereof;

“(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 con-
cerning any future action or plan of the Secretary
which might affect the value of securities, or having
such knowledge invests or speculates, directly or in-
directly, in the securities or property of any com-
pany or corporation receiving loans, grants, or other
assistance from the Secretary, shall be fined under
title 18, United States Code, imprisoned for not

more than 5 years, or both.

“SEC. 606. EMPLOYMENT OF EXPEDITERS AND ADMINIS-

TRATIVE EMPLOYEES.

“No financial assistance shall be extended by the Sec-

25 retary under this Act to any business enterprise unless
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1 the owners, partners, or officers of such business enter-

2 prise—

3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

“(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) execeute an agreement binding such busi-
ness enterprise, for a period of 2 years after such
assistance is rendered by the Secretary to such busi-
ness enterprise, to refrain from employing, tendering
any office or employment to, or retaining for profes-
sional servieces, any person who, on the date such as-
sistance or any part thereof was rendered, or within
the l-year period ending on such date, shall have
served as an officer, attorney, agent, or employee,
occupying a position or engaging in activities which
the Secretary determines involves discretion with re-

spect to the granting of assistance under this Act.

“SEC. 607. MAINTENANCE OF RECORDS OF APPROVED AP-

PLICATIONS FOR FINANCIAL ASSISTANCE;
PUBLIC INSPECTION.

“(a) MAINTENANCE OF RECORD REQUIRED.—The

25 Secretary shall maintain as a permanent part of the
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records of the Department of Commerce a list of applica-
tions approved for financial assistance under this Aet,
which shall be kept available for public inspection during
the regular business hours of the Department of Com-
merce.

“(b) PosTING TO LisT.—The following information
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 financial
assista.nee for which application is made.

“(8) The purposes for which the proceeds of the
financial assistance are to be used.

“SEC. 608. RECORDS AND AUDIT.

“(a) RECORDKEEPING AND DISCLOSURE REQUIRE-
MENTS.—Each recipient of assistance under this Act shall
keep such records as the Secretary shall preseribe, includ-
ing records which fully disclose the amount and the dis-
position by such recipient of the proceeds of such assist-
ance, the total cost of the project or undertaking in con-
nection with which such assistance is given or used, and

the amount and nature of that portion of the cost of the
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project or undertaking supplied by other sources, and such
other records as will facilitate an effective audit.

“(b) AccEsS TO BOOKS FOR EXAMINATION AND
AupIT~—The Secretary, the Inspector General of the De-
partment of Commerece, and the Comptroller General of
the United States, or any of their duly authorized rep-
resentatives, shall have aceess for the purpose of audit and
examination to any books, documents, papers, and records
of the recipient that are pertinent to assistance received
under this Act.

“SEC. 609. PROHIBITION AGAINST A STATUTORY CON-
STRUCTION WHICH MIGHT CAUSE DIMINU-
TION IN OTHER FEDERAL ASSISTANCE.

“All financial and technical assistance authorized
under this Act shall be in addition to any Federal assist-
ance previously authorized, and no provision of this Act
shall be construed as authorizing or permitting any reduc-
tion or diminution in the proportional amount of Federal
assistance which any State or other entity eligible under
this Act would otherwise be entitled to receive under the
provisions of any other Act.

“SEC. 610. ACCEPTANCE OF APPLICANTS’ CERTIFICATIONS.

“The Secretary may accept, when deemed appro-
priate, the applicants’ certifications to meet the require-

ments of this Act.
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“TITLE VII—FUNDING
“SEC. 701. AUTHORIZATION OF APPROPRIATIONS.

“There is authorized to be appropriated to carry out
this Act $397,969,000 for fiscal year 1999 and such sums
as may be necessary for each of fiscal years 2000 through
2002, such sums to remain available until expended.

“SEC. 702. DEFENSE CONVERSION ACTIVITIES.

“In addition to the appropriations authorized by sec-
tion 701, there are authorized to be appropriated to carry
out this Act such sums as may be necessary to provide
assistance for defense conversion activities. Such funding
may include pilot projects for privatization and economie
development activities for closed or realigned military or
Department of Energy installations. Such sums shall re-
main available until expended.

“SEC. 703. DISASTER ECONOMIC RECOVERY ACTIVITIES.

“In addition to the appropriations authorized by see-
tion 701, there are authorized to be appropriated to carry
out this Act such sums as may be necessary to provide
assistance for disaster economic recovery activities. Such
sums shall remain available until expended.”

SEC. 3. SAVINGS PROVISIONS.

(a) ExisTING RicaTs, DUTIES, AND OBLIGATIONS

NoT AFFECTED.—This Act shall not be construed as af-

fecting the validity of any right, duty, or obligation of the
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—

United States or any other person arising under or pursu-
ant to any contract, loan, or other instrument or agree-
ment which was in effect on the day before the effective
date of this Act.

(b) CONTINUATION OF SUITS.—No action or other
proceeding ecommenced by or against any officer or em-
ployee of the Economic Development Administration shall

abate by reason of the enactment of this Act.

=R S B LY T R VS I ]

(e) LIQUIDATING ACCOUNT.—The Economie Devel-

—
(=]

opment Revolving Fund hitherto established under section

—
—

203 of the Public Works and Economic Development Act

—
[\")

of 1965 shall continue to be available to the Secretary as

—
w

a liquidating account as defined under section 502 of the

—_
~

Federal Credit Reform Act of 1990 for payment of obliga-

—
W

tions and expenses in connection with financial assistance

extended under this Act, said Act of 1965, the Area Rede-

—_— =
~N A

velopment Act, and the Trade Act of 1974.

—
oo

(d) ADMINISTRATION.—The Secretary shall take

o
R=)

such actions as authorized before the effective date of this

[\
o

Act as necessary or appropriate to administer and lig-

(3]
—

uidate existing grants, contracts, agreements, loans, obli-

[\
LS

gations, debentures, or guarantees heretofore made by the

[\
W

Secretary or the Scerctary’s delegatee pursuant to provi-
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1 sions in effect immediately prior to the effective date of

2 this Act.
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