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IN THE HOUSE OF REPRESENTATIVES

SEPTEMBER 5, 1975

Mr. JONES of Alabama. (for himself, Mr. ITARSTIA, Mr. ROE, Mr. HAMMER-
SCHMIDT, and Mr. Dox H. CLAcsEx) (by request) introduced the following
bill; which was referred to the Committee on Public Works and Trans-
portation.

A BILL
To amend the Public Works and Economic Development Act

of 1965 to extend the authorizations for a three-year period.

1 Be it enacted by the Senate and House of Representa-

2 tires of the United States of America in Congress assembled,

3 That section 102 of the Public Works and Economic Devel-

4 opment Act of 1965, as amended (42 U.S.C. 3121 et seq.) ,

5 is amended by inserting after "June 30, 1976," the fol-

6 lowing: "September 30, 1977, September 30, 1978, and

7 September 30, 1979,".

8 SEC. 2. Section 105 of such Act, as amended, is

9 amended by striking out the period at the end of the

10 first sentence and inserting in lieu thereof a comma and the

(V):
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1 following: "September 30, 1977, September 30, 1978,

2 and September 30, 1979.", and by inserting in the third

3 sentence after "June 30, 1976," the following: "Septem-

4 ber 30, 1977, September 30, 1978, and September 30,

5 1979,".

6 .SEC. 3. Section 201 of such Act, as amended, is

7 amended by deleting in subsection (c) ̀ and June 30, 1976."

8 and inserting the following in lieu thereof: "June 30, 1976,

9 September 30, 1977, 'September 30, 1978, and .'Septern-

10 30, 1979."

11 'Sm. 4. Section 303 of such Act, as amended, is amended

12 by deleting in subsection (a) "and June 30, 1976" and

13 inserting the following in lieu 'thereof: "June 30, 1976,

14 September 30, 1977, September 30, 1978, and Septem-

15 ber 30, 1979".

16 SEC. 5. Section 304 of such Act, as amended, is amended

17 by inserting in subsection (a) after "June 30, 1976," the

18 following: "September 30, 1977, September 30, 1978, and

19 September 30,. 1979,".

20 SEC. 6. Section 403 of such Act, as amended, is amended

21 by deleting in subsection (g) "and June 30, 1976," and

inserting the following .in lieu thereof: "June 30, '1976,

23 September 30, 1977, September 30, 1978, and Septem-

24 ber 30, 1979,".

25 SEC. 7. 'Section 404 of such Act, as amended, is amended



VII

3

1 by deleting "and June 30,4976," and insating the follow-

2 ing in lieu thereof: "June 30, 1976, September 30, 1977,

3 September 30, 1978, and September 30, 1979,".

4 SEC. 8. Section 509 of such Act, es amended, is amended

5 by deleting in subsection (d) "and June 30, 1976," and

6 inserting the following in lieu thereof: "June 30, 1976,

7 September 30, 1977, September 30, 1978, and Septem-

8 ber 30, 1979,".

9 SEC. 9. Section 905 of such Act, as amended, is amended

10 by striking out the period at the end thereof and inserting

11 in lieu thereof a comma and the following: "September 30,

12 1977, September 30, 1978, and September 30, 1979.".





TO AMEND THE PUBLIC WORKS AND ECONOMIC

DEVELOPMENT ACT OF 1965 TO EXTEND THE

AUTHORIZATIONS FOR A 3-YEAR PERIOD

THURSDAY, SEPTEMBER 18, 1975

HOUSE OF REPRESENTATIVES,
SUBC0311IITTEE ON ECONOMIC DEVELOPMENT

OF THE COMMITTEE ON PUBLIC WORKS AND TRANSPORTATION,
Washington, D .0 .

The subcommittee met, pursuant to call, at 10:10 a.m., in room
2253 Rayburn House Office Building, Hon. Robert A. Roe (chairman

of the subcommittee) presiding.
Mr. ROE. The hearings will come to order. We are honored this morn-

ing to have with us Chairman Jones of our full committee. The Chair
will defer to the chairman for any opening and welcoming remarks he
would like to make.
The CHAIRMAN. Mr. Chairman, thank you very much.
It is a privilege to have the Secretary here this morning. More par-

ticularly, we are pleased with the fact that he is an alumnus of this
association, and we are in the position of demanding great expecta-
tions and great rewards out of your service.

Since you have been there, the associations have been profitable
and cordial, and that is the way it should be. I am quite sure the
committee, under the chairmanship of Mr. Roe, and with Mr. Hammer-
schmidt and the other members of the subcommittee, can accomplish
a great deal.
It is good to have you, sir.
Mr. ROE. Thank you, Mr. Chairman.
Mr. MIZELL. Thank you, Mr. Chairman.
Mr. ROE. We begin hearings to receive testimony on bills referred

to the subcommittee to amend the Public Works and Economic Devel-
opment Act and to receive suggested changes and improvements to
the existing programs.

It is particularly appropriate that we hold these hearings at this time
in view of the recent action taken by the U.S. Senate.
As you probably know, the Senate has proposed amendments to the

Public Works and Economic Development Act—the EDA Act—with
two bills passed by the House and sent to the Senate earlier this year.
The first bill. H.R. 5247, that authorized a local Public Works Capital
Development and Investment Act, was passed by the House on May 20
of this year.
This bill, proposed by the House leadership, as it passed the House,
uthorizes 100 percent Federal grants to State and local governments

in areas of high unemployment for public facility projects. The Sen-

(1)
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ate, in acting on this bill on July 29, incorporated the basic provisions
at a substantially reduced funding level into the Public Works and
Economic Development Act.
In addition, their legislation amends the act to authorize an interest

subsidy of up to 4 percent on loans for working capital. The title X
job opportunities program of the EDA Act is revised and extended
for another year and additional funding is authorized for this period.
In addition to the changes made to the Public Works and EconomicDevelopment Act, the Senate adopted the provisions of the Muskie in-

tergovernmental countercyclical assistance bill that would authorizegrants to assist State and local governments to continue governmental
services in areas that have a substantial loss of tax revenues because ofhigh unemployment. Also adopted was an amendment by SenatorTalmadge that amends section 205 of the Federal Water PollutionControl Act to establish a new allocation formula for the distributionof past and future funding.
The other bill, H.R. 4073, passed the House on May 19 to continuethe programs authorized by the Appalachian Regional DevelopmentAct of 1965, as amended. In addition to amending and continuing theAppalachian regional development program, the Senate broadenedthe authority and increased the funding of title V regional actionplanning commissions authorized by the Economic Development Act.
Because these amendments passed by the Senate will be before uswhen we go to conference on these bills, it is important that we hearrecommended changes to this legislation before meeting in conferencewith the Senate.
Also before the subcommittee is the bill, H.R. 9398, the proposalsubmitted by the administration to continue the economic develop-ment programs at existing authorized levels for 3 additional years.
We begin our hearing today with testimony from the administratorsof these programs, Secretary Mizell and Special Assistant to the Sec-retary, Mr. Chambers, who in addition to testifying on the legislativebills before our committee will be reporting on the progress made in

administering new programs under the act enacted in our legislationlast year. These include the loan and lease guarantee programs of titleII, the planning grants and supplemental grant programs of title III,the special economic development and adjustment assistance program
of title IX, and the job opportunities program of title X.

Actually, ladies and gentlemen, hearings on economic development
legislation are scheduled for today and next week.
There are a number of bills pending before this committee and dif-

ferent ideas and suggestions that have been made, including the
thoughts of the administration, that have been submitted so that the
hearings will not be directed to one piece of legislation. Your sugges-
tions should cover the bill before us and take into consideration those
bills that have been presented by different Members of the Congress.
Before I proceed formally, I will defer to Mr. Hammerschmidt, the

ranking member of our Subcommittee on Economic Development.
Mr. HAMMERSCHMIDT. I too join in welcoming our distinguished wit-

nesses before this subcommittee today.
As has been noted, we do have some special guests with us. Of course,

Mr. Mizell, our former colleague and member of this committee, now
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serving as Assistant Secretary of Commerce for the Economic De-
velopment Administration.
We are always pleased to have you here, Secretary Mizell.
I am pleased that the administration has finally recognized the

importance and effectiveness of EDA by requesting a 3-year extension
of the program.
As we all know, since 1971, Congress and the executive branch have

been at odds over this program, but those differences seem to have dis-
appeared. We are ready now to work cooperatively in extending this;
program or modifying it if such changes are necessary.
I have specific reservations about some programs under EPA. and

I hope that in the course of these hearings the specific programs I have
doubts about will be fully explained, and perhaps my doubts will be
erased.

Secretary Mizell will perhaps elaborate on the implementation of
title IX, the effectiveness of title X as a job-creating program and the
new planning section 302, State Planning Process.
I am also pleased to see a new Special Assistant, Mr. Terry Cham-

bers, for Regional Economic Coordination. Perhaps you will be able
to comment on the organization of title V commissions and the simi-
larities or differences between the title V's and the Appalachia Re-
gional Commission in their decisionmaking processes.
I will not take any more time...Our witness list is long, and we have

many important witnesses before us today.
Thank you.
Mr. ROE. Thank you, Mr. Hammerschmidt.
I also want to welcome my good friend and former colleague, Secre-

tary Mizell. The Economic Development Administration is doing a
splendid job under his leadership.
We feel that there now is an economic development program for the

Nation. We certainly give credit to you, Mr. Secretary, for the job you
are doing, and to your chief counsel, Bill Clinger, to Bill Henkel,
and all of your associates. As John Paul Hammerschmidt points out,
we are developing a positive approach.
Among other provisions, we also want to talk about your imple-

mentation of the new title X job opportunities program under the
EPA Act.
Without any further comments, the Chair now recognizes the dis-

tinguished Mr. Mizell, who is our Assistant Secretary for Economic
Development, U.S. Department of Commerce.

TESTIMONY OF HON. WILMER D. MIZELL, ASSISTANT SECRETARY

FOR ECONOMIC DEVELOPMENT, U.S. DEPARTMENT OF COM-

MERCE; ACCOMPANIED BY WILLIAM F. CLINGER, CHIEF COUN-

SEL, ECONOMIC DEVELOPMENT ADMINISTRATION, U.S. DEPART-

MENT OF COMMERCE

Mr. MizELL. Thank you, Mr. Chairman, and Chairman Jones, and
John Paul Hammerschmidt.
You know, one of the highlights of my life, of course, was serving on

the Public Works Committee in the House for 4 years with you gen-
tlemen, and during that period of time, in joining with you in the bat-

••
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ties to try to see the accomplishment of an economic development pro-
gram for this country.
As I was coming up here, I thought of this young rookie pitcher—

and I feel like a rookie sitting on this side of the table—that got his
first start in the major leagues after a long spring training session,
and in the first inning, of course

' 
got himself into so much trouble

the manager had to go out and take him out of the game. And, of
course, they brought in one of the old pros in relief, and as the young;
boy started walking off, the old pro said, "Do not worry, kid, the fire-
man is here."
And he got on the mound, and the manager said, "This is your situa-tion you have Pete Rose at third base, Morgan at second, Perez at

first, and Johnny Bench is the hitter."
Whereupon the old pro said, "Hey kid, don't use all of the hot water

in the shower."
So today it is a real pleasure to be before this committee, and to be

for something, to be for economic development.
With that, Mr. Chairman, I certainly want to thank you and the

members of the committee for the opportunity to present the views of
the Department of Commerce on H.R. 9398.
This bill would extend the dates authorizing the appropriation of

funds for titles I, II, III, IV, V, and IX of the Public Works and
Economic Development Act of 1965, as amended, for 3 years beyond the
existing authorizations which expire June 30, 1976.
The administration and the Department have requested a 3-year

extension of the Agency, as we believe it will make the administration
of our programs more efficient and at the same time enable States and
communities to better plan for their future economic development
programs.
We are convinced that thoughtful and intensive planning is vital for

successful economic development and for the creation of job oppor-
tunities.
This proposal represents the administration's commitment to con-

tinue EDA as an important agency in the administration's program
to provide relief to areas of economic unemployment in the Nation.
Almost 50 percent of the Nation's people live in EDA-designated

areas. We estimate the unemployment rate in these areas to be an aver-
age 9.3 percent.
In the Public Works and Economic Development Act, Congress has

created a flexible program with tools that aid States and local commu-
nities to develop a variety of solutions to overcome problems that are

• as varied as America itself.
It is important to note that the objective of all EDA programs is to

assist local communities to do the job themselves. We do not dream up
proposals or grandiose plans in Washington. EDA projects originate

• with and in the community.
I would like to dwell on the flexibility of our programs for a moment.

You, of course, as the architects of EDA are quite familiar with our
basic tools—public works grants, business development loans andguar-
antees, planning and technical assistance, and the new economic ad-
justment program.

These tools have been used in all sections of our country, and their
• use has been as effective as the imagination and abilities of the Nople
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involved. Indian tribes have created jobs in agriculture projects, in
industries involving forestry and lumber, in fishing and fish process-
ing, in electronics plants, and in some of the most spectacular new
recreation developments in the country.
Large cities, such as New York, Chicago, Los Angeles, and Seattle,

have created jobs in high unemployment areas by developing new
industrial sites and ports. Hundreds of rural areas have used EDA
programs to develop public facilities needed to attract and keep
industry.
One example of EDA's flexibility is our technical assistance pro-

gram which is not limited to designated redevelopment areas and has
been used to solve special problems, some of them national in scope.

Technical assistance funds have been used to help establish national
organizations for minority businessmen, bankers, and savings and loan
institutions. This program also supports university business and job
development centers which work with businessmen and communities
in economically lagging areas to encourage growth and new jobs.
One of our Agency's major successes has been the establishment of

multicounty economic development districts over the last 10 years.
Because many, if not all, economic problems ignore political bounda-
ries, the district program was an idea whose time had come. The con-
cept already being used by some States—Georgia and Kentucky, for
instance when Congress included it in the Public Works and Eco-
nomic Development Act in 1965.
Today, EDA planning funds. _help provide professional staffs for

162 districts that include 1,249 counties. These staffs work with local
communities in creating jobs and also coordinate other Federal and
State programs in their districts.
Each district must have at least one growth center—a community

that can provide jobs and services for residents of the economically
lagging areas in the district. The idea is to accelerate growth in
already growing centers and create jobs closer to home for those people
who in the past have been forced to move to distant cities to seek
employment.
I believe that EDA's legacy will not only be the jobs, now numbering

in the hundreds of thousands, created with the help of our different
programs, but also the opportunities and facilities initiated by local
organizations as a direct result of our programs which will continue
to be of economic benefit to local areas for years to come.

Since its first budgeted year of operation fiscal year 1966 through
June 30, 1975, EDA has made 3,753 public works grants totaling
$1,765 billion, and 365 business development loans totaling $350 mil-
lion, for an overall total of $2,115 billion.
These funds, together with resources provided by State and local

entities and the private sector, have facilitated the creation of approx-
imately 780,000 direct jobs at an average cost to EDA of approximately
$2,700 per job.
I would now like to turn to a brief review of the new programs

added by Congress just last year. These new programs continue the
tradition of flexibility and adaptability under the original legislation.

Section 302(a) enables us to make grants to States and local gov-
ernments to help them employ staff and to develop economic develop-
ment planning capacities. In fiscal year 1975, we made grants of
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more than $5 million to help 46 States launch such planning programs,
The other four States, Puerto Rico, and the Virgin Islands will take
part in this program in fiscal 1976.

Section 304 of the act established a new program of assistance to
the States whereby funds appropriated for that section are appor-
tioned among the States on a statutory formula basis, and are available
for use by the States to provide matching shares on projects approved
for assistance under titles I, II, and IV of the act or in certain cir-
cumstances may be used as first-dollar money for projects which meet
the criteria for assistance under the other titles of the act. During
fiscal 1975, EDA apportioned $13 million to the States and territories
for these purposes.
Amendments to section 202 in fiscal year 1975 provided new author-

ity to make direct loans for working capital, to guarantee leases, and
eliminated the previous limitation that working capital loan guaran-
tees were available only in connection with direct loans under section
202.

Utilizing the new section 202 authority, EDA has thus far approved
eight working capital guarantees in the amount of $38.8 million, two
fixed asset loan guarantees in the amount of $2.5 million, and two
direct loans for working capital in the amount of $537,000.
Perhaps one of our most important new programs is the special

economic adjustment assistance provided in title IX. Again flexibility
is the keyword. Title IX funds have been provided to help develop
adjustment strategies and to implement specific programs in areas
that face economic disruptions or major job losses because of substan-
tial economic chancres. These can include the loss, or threatened loss, of
a substantial number of jobs through the cutting back or closing of a
major employer. The thrust of title IX is preventative, not remedial.
To date, we have approved 59 grants totaling $49 million under

title IX. These have crone to States, counties, cities, and economic
development districts. If I might just cite a few examples of the
uses title IX grants are being put to:
A $5 million grant to the city of South Bend, Ind., is being used

to establish an industrial revolving loan fund. The first loan from
this fund was extended to an ESOT, which acquired the South Bend
Lathe Co. and saved 500 jobs. Loan repayments will be deposited in
the fund and used for other economic adjustment projects.
The State of Colorado received approximately $1.8 million also to

establish a revolving loan fund. Initally, the State will loan funds
to three communities experiencing problems caused by natural re-
sources exploitation. The repayments from these loans will be used
to_help communities similarly impacted by severe adjustment problems.
The State of Rhode Island is using $8.25 million in title IX funds

to create jobs on Aquidneck Island, which has been affected by defense
cutbacks. The funds will be used for a shipbuilding and repair facil-
ity. a warehouse, and a rail spur.
The city of Los Angeles is utilizing approximately $150,000 in

title IX assistance to develop a comprehensive economic adjustment
strategy which would create job opportunities for some of the 2,000
people thrown out of work when the Van Camps tuna cannery was
closed due to the enforcement of environmental regulations.
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You have also asked that I report on our operations under title X,
the job opportunities program. From 1,241 initial proposals, 877 were
approved by the Secretary of Commerce for allocation of funds, on
June 17, 1975, the first $125 million appropriation was allocated. to
26 Federal agencies to create 27,000 temporary jobs.
The additional appropriation of $375 million became available

on July 25, 1975. Project recommendations from the different agencies
were due on September 15, and we have those in hand. The projects
will be recommended by the Secretary on October 15, and the $375
million allocated to the agencies involved.
In allocating these funds, Congress established guidelines which

give priority consideration to areas of highest unemployment, to
projects that are labor intensive, to projects which match the skills
of the unemployed in the area, and projects which can be initiated
and completed quickly.
I have discussed certain phases of our legislation with the most im-

portant exception being title V, which authorizes the establishment
of multistate regional commissions.
This title will be discussed by Mr. Terry Chambers.
Gentlemen, this concludes my statement, and I will be happy to

try to respond to any other question or inquiries of the committee.
I have with me Mr. Bill Clinger, and several of my deputy assistant
secretaries, Bill Henkel, and Joe Hamrick, and others from the De-
partment, if I cannot respond, I am sure they can.
Mr. ROE. Thank you, Mr. Secretary.
I think it is a splendid report, and I am particularly impressed

with the approach that you and your colleagues have taken in the
implementation of title IX.
You have developed a very substantive case history on the achieve-

ments and innovativeness of the EDA programing.
So I think you are carrying out the intent of Congress in the legis-

lation, at least as I see it.
Are there any questions, Mr. Chairman?
The CHAIRMAN. No, Mr. Chairman, except to make this short com-

ment.
If you are the manager, do not take him out or let him play, and

keep the water hot.
Mr. ROE. Mr. Roberts.
Mr. ROBERTS. Thank you, Mr. Chairman.
I want to say it is a great honor to have our distinguished former

colleague of the committee with us, and we appreciate the job he is
doing. You still have lots of friends here.
Mr. MIZELL. Thank you very much.
Mr. ROE. Mr. Taylor.
Mr. TAYLOR. Thank you, Mr. Chairman.
I too want to join in welcoming our former colleague before this

subcommittee, and certainly I share the views of other members of
this subcommittee in having the distinguished Secretary before us,
certainly his zeal and enthusiasm will be a great asset in the ongoing
efforts of EDA.
I certainly appreciate the fact that he does recognize the impor-

tance of flexibility, in meeting the challenge that we face in providing
jobs for the people throughout this Nation.
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I think this is one of the problems that we have too often in the
bureaucracy, that we are not flexible in meeting the problems as they
arise, and I appreciate your approach, and certainly welcome you
before the committee, and it is good to see you again.
Mr. ROE. Thank you. Mr. Hmmerschmidt.
Mr. HAMMERSCHMIDT. Mr. Chairman, I, too, want to thank you for

a very helpful statement. I would like to talk with you a little bit
about a couple of the titles.
Could you give us more of a breakdown on title IX grants, and

how the money has been spent, as it pertains to cities and States and
where the money has gone?
Mr. MIZELL. If I may, I will just give you a more thorough rundown

than I did in my statement of how we have tried to utilize the title IX
program, and show just where we are now with the program.
We have made 50 economic development assistance grants in 1975,

and 16 of these were implementation grants, totaling more than $35
million, and 34 of those were development grants, totaling more than
$3 million, to help communities develop adjustment plans.
Now, the 16 implementation grants range in size from $60,000 to

the $8.25 million grant that I mentioned in my statement, which aver-
ages a little over $100,000 each.
Now, as you know, this was a new program, and we were able to

utilize the appropriations for 1975, I think, very effectively.
Up to this date this year—during the 12 weeks of this year—we have

obligated approximately $10 million of title IX funds of the 1976
appropriations already.
We think this is significant, because we are getting the help to those

communities when they need it the most, and primarily for the im-
plementation of economic adjustment plans.
Mr. HAMMERSCHMIDT. Have those been urban communities pretty

well across the board?
Mr. MIZELL. If we consider the $8.25 million that went to the State

of Rhode Island as being used in an urban area, then the split would
be about 50-50 urban-rural for the title IX funds.
Mr. HA1VIMERSCHMIDT. Has there been any criticism that processing

of these title IX applications has frequently bypassed existing devel-
opment districts, or is it the thought of the Agency that that was the
intent of the Congress?
Mr. MIZELL. I think it was. At least in our opinion title IX projects

did not have to be in an economic development designated area, and
for that reason we had applications coming in for title IX assistance
frOm communities that previously did not have high enough unem-
ployment, or did not ptherwise meet the criteria of designation.
Yet, because of the structural change, such as the closing of a mili-

tary base in South Bend. One employer's plant definitely was going
to be closed, which would have brought about the structural change.
We were able to respond with title IX assistance.
To try to deal with it—
Mr. HAMMERSCHMIDT. Of course, that is the idea of that title.
Are there districts that might not be given valid consideration for

title IX grants?
Mr. MIZELL. Well, right now the districts themselves, if they would

like to come in for title IX assistance, to deal with the real stru.ctural
change in those areas, they could apply now.



But, if I understand what the question is related to, maybe we are
talking about a situation where a city that has experienced a structural
change—it might be in an economic development district—and the city
itself comes forth with a request for funds, which under the legislation
I think they could, John Paul. As to whether it would be wise to permit
them to come back directly or require them to come back through the
districts.
I am not—I really have just not thought this thing through from

this standpoint, because as yet it really has not presented a real prob-
lem that I am aware of.
Mr. HAMMERSCHMIDT. Let me change over to title X for a moment.
From what you have said in your statement, it is difficult to get

title X moving, even though you are operating under a quickly drawn
up law. But yet, once you got rolling and received some direction
from the administration, you seemed to do a pretty good job. From
what you said in your statement, and from my personal knowledge of
the operation of title X, you have people out there working now be-
cause title X projects are in place. And, as I understand it, quite a
few jobs have been created, is that not so?
Mr. MIZELL. That is true, and it is our judgment that about half

of those 27,000 job opportunities, are on line now, and the remainder
will be on rather quickly because of the time limit that they are
operating in.
Mr. HAMMERSCHMIDT. I think that is a pretty good track record.

I do not know whether this committee, in its wisdom, and Congress will
want to try to continue title X or not, but operating under those
difficult conditions, as far as the EDA part of title X, you have done
well. Have you had your people go down the same checklist that you
use for title I projects?
Mr. MIZELL. A large number of them would have been those projects

that EDA was aware of, but in many cases, of course, a title I project,
because of the time and the size of the project, you know you would
not be able to do. You would be restricted from doing it.
I would say a number of these projects are projects that could be

done with title I funds, yes.
Mr. HAMMERSCHMIDT. Well, the point I would like to make, is that

if we do not have any more title X. and we funded title I larger than
it has been funded, let us say through bigger authorization and bigger
appropriation, we could get similar results.
If your Agency, and the people in your Agency at the Federal

regional level, approached title I project with the same sense of
urgency to move those projects as they did title X. I believe that you
could put jobs on line almost as quickly as you do on title X.
Mr. MIZELL. Well, title I. as I see it, are projects that the communi-

ties developed, and that EDA participates in with the aim of looking
toward the long-term economic development impact on that commu-
nity.

Certainly the immediate jobs that miffht be created would help
temporarily to relieve some of these

' 
and we experienced this with

the PWIP program, as you well know, that we did many of those
projects. Some projects you can do rather quickly. Many of them
were projects that did have some long-range benefit.
But title I, it seems to me, is directed more toward development,

rather than trying to deal with a countercyclical problem.
63-186-76-----2
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To go in and try to begin to rebuild that economic base in those
communities 
Mr. HAMMERSCHMIDT. I would certainly agree. I am urging you to

find a way to expedite approval of title I projects.
Mr. Chairman, I just have a couple of other questions.
You mentioned the PWIP program. What is your policy on

PWIP? Are you funding PWIP now?
Mr. MIZELL. No, and for two reasons, I believe.
One, of course, the administration is opposed to the PWIP program.
The other is that we are still operating under the continuing resolu-

tion, and because of that we are not encouraging the PWIP project.
In our appropriation bill, if the language remains in that bill that

has been in there previously, that says at least 10 percent of these funds
will be used for PWIP projects, then we would expect to fund some
PWIP projects in this year.
Mr. HAMMERSCHMIDT. We still have in the authorization bill at no

less than 10 percent, nor more than 35 percent of title I projects shall
be funded from PWIP projects.
Mr. MIZELL. That is true. That is true.
Mr. HAMMERSCHMIDT. But you really have not been doing that?
Mr. MIZELL. No, and for those two reasons.
Mr. HAMMERSCHMIDT. Yes, for those two reasons.
Mr. MIZELL. And there is a third reason, too. It is because we really

have been concentrating on these title X projects, you see, which is
something that 
Mr. HAMMERSCHMIDT. You know, PWIP is practically the same

concept as title X.
Mr. MIZELL. That is true, except the results from the PWIP pro-

gram in dealing with the countercyclical situation, our track record
there has not been nearly as good as it has been under title X.
I think some of it is because of the type of project that we were

doing, but the cost factors there were tremendous.
Under the PWIP program, a study that was finished in 1973, I

believe, on about 50 PWIP projects, showed that the average cost
per man year of employment was about $40,000 on those projects, and
now that is. I am sure, because of the type projects that were done
on the PWIP program, where under title X, you see, we are selecting
the proiect. Most of them, of course

' 
are not as large.

Mr. HAMMERSCHMIDIf. We do not really know those costs yet under
title X. Is there an evaluation yet?
Mr. MIZELL. On the costs, I have those figures for you.
Mr. HAMMERSCHMIDT. I know you have good costs on EPA, $2,700.
Mr. MIZELL. That is true. That is on your regular public works.
On our title X, the cost to EDA is $7,744.20. If you include the

matching funds on many of these projects from local communities,
for those 27,000 job opportunities, the cost per man-year for employ-
ment—and we anticipate that there will be 16,000 man-years—the cost
will be $10,990 for a man-year of employment, which we think is real
good.
Mr. HAMMERSCHMIDT. One more question.
Are you still using the work study program to target areas for

project funding?
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Mr. MIZELL. No, we have completely forgotten about the old work
program. We have done away with that—
Mr. HAMMERSCHMIDT. What do you call it?
Mr. MIZELL. Of course, we—what I have tried to do, and certainly

what the Agency is trying to do would be—as we begin to look toward
a longer life for the Agency, is to really strengthen the grassroots
participation in this process, and even now you see we are burin-
ning to look at the revisina

b 
of the OEDP's, and there is reason for

it, for the reason that we have a serious energy problem in many
areas so we need some revision but also to strengthen them so that
they lotecome a viable planning document for the local district and the
local EDA areas, and also to be helpful to EDA in trying to utilize
the resources that we have to fund projects.
Mr. HAMMERSCHMIDT. Mr. Secretary, I commend you in moving in

that direction. I think it goes toward the intent of Congress, and I
do think as projects come along, they should not be frozen out because
of some predetermined conclusion that has been reached in some
regional office or somewhere else • they should always be open for
consideration, and the need to project itself at the grassroots level.
Thank you.
Mr. ROE. Thank you. Mr. Howe.
Mr. HOWE. Thank you, Mr. Chairman.
Mr. Secretary, it is nice to have you with us again.
We will visit with you a little bit about EPA problems, and the

progress of your administration.
I think that in the main, I can say that I certainly support the

programs that EDA has. I think it has embarked on a very important
course, to support job expansion in our country, and one particular
problem that we have in my part of the country, as you know, is the
impact that the new demand for energy—coal mining—and the new
communities that are coming into existence, the new population, the
training of the coal miners, the coming of more powerplants fired by
coal.

These kinds of problems are mounting in the whole inner mountain
area.
What do you think that EDA can do to assist in that type of job

expansion, and those kinds of programs in those energy impacted
areas?
Mr. MIZELL. Well, in some of those areas, where they are anticipating

unusual growth even now, we are involved with the communities in
public works 

grants, 
for example to try to help them upgrade their

facilities
' 

and so forth, so that they can try to avert the impact that
this will have on the community, but under title IX, in the State of
Colorado, we make a title IX grant to the State, which in turn will
make loans to some of these communities, to help them offset this
growth.
Mr. HOWE. Are those energy impacted areas in Colorado receiving

those grants?
Mr. MIZELL. The three communities that those funds were directed

toward are to be assisted as a result of energy exploration in that area.
Mr. HOWE. Could that be done in other States with title IX funds,

do you think?

•



12

Mr. MIZELL. I think so, if it can be shown that you are going to
have that tremendous problem with the sudden growth that comes to
an area, and that there are communities, without the tax base, or the
means to move fast enough to supply the necessary facilities that we
could.
Mr. HOWE. I am told by some of the people in the State of Utah,

who went to your Denver office, that the amazing answer that they
received to the presentation of some of their problems was, that if
the jobs were not already there, the grants might be able to be made.
But since the jobs were already there, we kind of have the problem

of trying to make grants and justify them in job creation, because
apparently the jobs were already going to be created anyway.
But you know the problem of the community facility strains what

you have when you have a lot of new people move into an area that
does not have the housing, the water, and the sewer facilities—none
of the community facilities to be able io serve those people.
Would you have any comment on what the policy ought to be on

job creation versus service of those who are already there for the jobs ?
Mr. MIZELL. Well, I think that our primary role should always be

directed toward jobs and job opportunities. But the unusual situation
that these communities are facing there with the sudden growth, I
think they have to be given some special consideration, and we have,
in a number of instances given them that consideration.
Because of this, we are interested in the jobs there, you see, as well

as the community effort. Because of that, then we feel like that we have
a role to play.
Now, I happened to be in the regional office when we had some of

the people—I believe it was from Price—there.
Mr. IlowE. Yes.
Mr. MIZELL. And I met with them and they met with our people

in the regional office, and we are moving forward with offering some
assistance to that community, and that is an area that is impacted as
you know well.
Mr. HOWE. Yes.
Mr. MIZELL. So that is an example of the kind of things we are

trying to do.
Mr. HOWE. We appreciate that, Mr. Secretary, and we know there

are a lot of demands on the Agency-, and we have, we think, a particular
contribution to make in the intermountain area, toward solving the
energy problem—the new coal production, and the new powerplants,
and those things—to create many, many attainment problems.
Let me ask you onc other thing that is quite close to me, and that

is. your attitude about the expanded title V commissions.
Would you personally be willing to support some other strengths

for m.o.:rimming end funding for the title V commissions at this time?
Mr. MIzEui. Well, we have Mr. Chambers who will be testifying in

a few minutes, and really the Secretary has given him the responsibility
for this area, and I would just rather wait and let him comment on
title V.
Mr. HOWE. I think that is all the questions I have, Mr. Chairman

Thank you.
Mr. ROE. MS. Abzug.
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MS. ABZUG. Well, I think that it is important that you come before
us at this particular time, because we are experiencing the worst eco-
nomic conditions since the depression, despite the claims you have
made here before us.
I wonder if you believe that the changed conditions call for broad-

ening of existing programs, and the creation of any new programs to
meet these conditions, which might be particularly targeted for jobs,
since you said that is still a major emphasis in the planning of em-
ployment ?
Mr. MIZELL. Well, Ms. Abzug, I am just happy to be here with a

proposal for a 3-year extension of EDA and, of course, that is my
position, and the legislation that we have before the committee.
In these other areas, there are a few things that certainly, in the wis-

dom of the Congress, and the administration, will have to be dealt
with.
Ms. ABZUG. Well, then the only questions I should ask you about is

whether I agree or disagree that there should be a 3-year extension, if
that is so ?
Mr. MIZELL. No, Ms. Abzug. Certainly I would not try to limit your

questions in any way.
Ms. ABZUG. I know, but there is not much point in it if you are not

open for other solutions to the problems that exist. If you are not open
to other 

suggestions, 
we are wasting our time, it seems to me.

I have to say that to you, frankly. This is a very serious problem.
All right, let us go at it another way.
I would be very interested in knowing if you could give us the

statistics as to how the title I. II, and III moneys, which are, I think,
the heart of EDA, were distributed in 1974.
Mr. MIZELL. You mean between the different entities, between rural,

Indian and urban.
MS.

Indian, 
Right.

Mr. MIZELL. Traditionally, EDA has utilized about 25 percent of
its funds in the urban areas, and this is in title I funds.
In the business loan programs, and with the expansion of your

guarantees and so forth, a large number of these loans are being made
in your urban areas.
Now, I think just before you arrived I was commenting on the fact

that if we take into account the title IX grant that was made to the
State of Rhode Island, to try to deal with the base closing and the
reduction of military personnel in the area, which is considered urban
funds, it would have been considered 50-50, in 1975.
So this is basically the breakdown, and we usually
Ms. ABzuo. What is the breakdown without—outside of Rhode Is-

land; if you do not mind?
Mr. MIZELL. You mean in dollars?
Ms. ABZUG. No; percentage or dollars.
Mr. WHALEN. As the Assistant Secretary stated, the percentage a

about 25 percent is accurate for the urban program over a long range
of time.
The Indian programs have traditionally run about $25 million in

public works, and in the range of $11/2 to $2 million for technical as-
sistance, with some lesser amounts directed to business development
in prior years.
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Since the passage of the Indian Financing Act in 1974, our activi-
ties have kind of tailed off in that area. The remainder of the funds
other than the urban and the Indian you would find equally divided
between redevelopment areas in districts, and outside districts.
Ms. ABZUG. What do you mean—what kind of district?
Mr. 1VHALEN. Within the economic development district.
Ms. ABZUG. Areas of 250,000?
Mr. WHALEN. The 250,000 figure deals with the limitations on

growth centers themselves. Approximately half of the so-called green
spots that the Agency has are inside districts, and approximately half
outside, and the distribution of dollars has matched that with some
proportion distributed to the growth centers in the district program.
Ms. ABzuG. Is there any relationship in the distribution of these

economic funds to the areas of unemployment?
Mr. MIZELL. All of these areas are areas that have a high unem-

ployment problem. For most of them it has been a chronic problem,
and so those are considerations.
Ms. ABZUG. I would like you to provide for the record the distribu-

tion of funds in both the dollar figures and percentage figures to areas.
of urban entities, which would include all metropolitan areas of more
than 250,000, as compared to other areas in the country for 1974 and
1975, or whatever similar figures you have.
It is going to primarily have to be 1975 figures.
[The following was received for the record:]

U.S. DEPARTMENT OF COMMERCE,
THE ASSISTANT SECRETARY FOR ECONOMIC DEVELOPMENT,

Washington, D.C.
Hon. ROBERT A. ROE,
Chairman, Subcommittee on Economic Development of the Public Works and

Transportation Committee, HOUSC of Representatives, Washington, D.C.
DEAR MR. CHAIRMAN: I am submitting the following information, requested

by Ms. Abzug, for inclusion in the record:
In fiscal year 1974, $7.2 million was obligated for public works projects in ur-

ban areas of 250,000 or more; this is four percent of the total obligations. For
business development loan projects, $12.8 million, or 73 percent of the year's
program was obligated in major urban areas.
In fiscal year 1975, $14.6 million was obligated for public works projects in

major metropolitan areas with populations over 250,000; this is nine percent of
the total obligations. For business development loan projects, $3.4 million or 35
percent of the total obligations went to urban areas.
In fiscal year 1974, 36 percent of EDA's program funds were invested in

SMSA's ; in fiscal year 1975, 36 percent was approved for projects in SMSA's.
The 1975 calculation does not include title X.

Since not all these projects went to densely populated urban areas in the
SMSA's, we estimate the urban impact to be 20 to 25 percent.

Sincerely,
WILMER D. MIZELL,

Assistant Secretary
for Economic Development.

Mr. ROE. Can I interject a thought there?
MS. ABZUG. Surely.
Mr. ROE. One of the basic problems you are faced with in the mech-

anism of the law, if you like, at present, is that you are limited in
certain areas because of the designation situation, and to permit your
administration to energize and move forward with greater flexibility
under title IX, perhaps some designation should be spelled out in the
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law for those urban areas that are not designated for one reason or
another.
Therefore

' 
their participation is limited, not because of your desire

not to help, but because you have constraints in the law which have
to be corrected in the law.
So I think it would be good to have for the record, as Ms. Abzug was

asking.
Ms. ABZUG. The issue would be if there are difficulties in getting

them. Then we should get some elucidation on what those difficulties
are.
Mr. MIZELL. There is really no problem with an area becoming desig-

nated if they meet the criteria of unemployment or underemployment
that is required in the act, and in fact, we have 135 urban areas that are
designated areas now, and this within itself, you see, is going to have
an impact on where your funds are going to be utilized.
If I might, just an idea of what we are doing in some urban areas.
In New York State in this last year, we are participating in a $1

million grant to establish an industrial park in the southern Bronx.
Under our business loan program: Seatrain, where we guaranteed
a $40 million loan to try to get 2,200 people back to work. And we are
glad to see that they now have about 800 back at work at Seatrain,
and they are going to be putting back about 100 a week, and this
is in a depressed area.
These are the types of things that we are doing in urban areas even

now. These areas are designated areas, and they are entitled to all of the
benefits under EDA.
I am not so sure that I would like to get completely away from the

procedure of designation for these regular programs, because you know
our role is to try to deal with these communities that have these chronic
problems, and if they have them, there is no problem in getting desig-
nation. But there is a beginning of really pulling your community
together, and then with our overall economic development plan that
we require from them, you know it pulls the community together.
The political and the different minorities are represented on our

boards, and you get them all working together, and planning, and'
they evaluate their own resources, and then we can offer some, not only
some leadership and guidance, but then we may be able to offer some
funding to help.
Mr. HAMMERSCHMIDT. Would the gentlewoman from New York

yield for a minute?
Ms. ABZUG. Yes.
Mr. HAMMERSCHMIDT. I want to recall that you knew this program'

was originated almost as totally a rural program. Then in 1970 there
was an amendment that passed allowing designation of areas without
regard to political boundaries.
We have moved substantially in the direction of urban funding. I

notice that the chairman and yourself moved further in that direction,
but I did not know whether you recalled it.
Ms. ABZUG. I recalled it, because one of the areas was when I first

came to the Congress, and I have been involved in seeing the related
needs of the rural and the urban areas, and worked with you and others'
on this very closely.
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The problem is that we are now dealing with a situation in which
probably 90 percent of the population of this country finds itself in
some very deep areas of unemployment—a small part of the popula-
tion of the country is not as affected. What I am more interested in,
frankly, is finding the ways in which economic development can be
meaningful, not only because of today's conditions, but in terms of de-
veloping legislation in a way in which it really serves economic
development.
I realize that we are dealing with a very small program. But essen-

tially our EDA program has been concerned with instrastructure de-
velopments through certain kinds of programing, and we did discuss
this previously when the last bill came up for consideration in the
committee last year.
But is not this really the time when economic development should

be looked upon as something that might be more helpful in terms of
a long-term development in helping industry develop programs which
create permanent long-term employment?
I think we have not dealt with that question. We did not deal with

it last time, essentially. We began to move a little bit, during the last
session of Congress, and I think we are now up against it, where we
ought to consider some kind of amendment which recognizes this
shifting.
We have the whole question of potential designees and of additional

areas with substantial unemployment above 6.7 percent, which means
more areas are eligible for EDA assistance.
Yet we have not gotten any guidance or leadership from you as to

how your Department will deal with these increased demands in a way
that each of the areas can feel that we are developing a meaningful
and revised program to meet their needs, and that is what concerns me.
Mr. MIZELL. All right.
I could not agree with you more that the role of EDA is long-term

economic development in these areas. For many of the areas that are
experiencing difficulties, and problems now, we have the title X pro-
gram in which we try to deal with the countercyclical type of problem.
If we can take an area like New York City, for example, or a county

up there in the area, now the more specific areas that we feel that we
would like to deal with are those depressed areas in those communities,
and this is where we can better direct our attention.
So therefore, we use a .desimiation procedure to isolate those areas

that have difficult problems. We can deal with them directly, and not
be dealing with problems maybe out in the county, or somewhere, al-
though they may be related, but rather where we can zero in on those
really chronic (tconom,ic problems, and try to develop the base there.
Ms. ABzuo. If I may interrupt you, Mr. Secretary.
I may not be accurate on this, but I understand that there are a lot

of areas like Newark, N.J., which is not in my State, which have been
trying to get designated, and have not.
There are problems in that area, which I think we have to get

solved.
Mr. ROE. Would the gentlewoman yield?
One mint that is obvious is that the EDA Act is finally emerging

as P viable dynamic tool of government.
Second, I think it is important that you look over your repprt in

those areas where you have concentrated in the last year, and I am
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thinking particularly under the title IX special adjustment assistant
program which, in large measure, has not been directed toward urban
areas. These 'provisions have provided a new viable tool for the urban
areas but the mechanism is too restricted at present, for example, to
be able to designate these areas of need in the urban States. I am not
so sure, for example, that we should just be designating a loan for a
section of Newark—maybe the fourth ward—because unemployment is
high there.
Perhaps a facility in the first ward can accommodate that. In my

State we only have three counties that are presently designated for
eligibility under certain titles of the act—Passaic County, Camden
County, and Cape May. Unless the areas of need are eligible under
the designation formula, they are only eligible for technical assistance
unless there is a chronic or catastrophic situation.
So we would like to direct our efforts toward the objective wherein

the urban centers are copartners in this particular legislation.
It should not be a question of designation based on catastrophe. It

should be designation based on fact. If we do not take facts into con-
sideration and do what we are talking about doing, situations like
the State of New York, and particularly New York City, which is
deteriorating frothan economic point of view, as is happening in my
State, by the way, are going to be a chronic continuing problem. We
hope to be able to create a mechanism in the PDA act that is flexible
for your administration to operate under to help those urban centers.
Mr. MIZELL. Mr. Chairman, and Ms. Abzug, and I merely point this

out, and I am not being critical of my counterparts over at Labor, but
one of our problems in getting an area designated is, of course, getting
the latest figures, and of course, you know we are required to have
the unemployment figures, and this is based on a time period, and it
takes time to get these figures.
Now, sometimes this causes a delay, 'and I am not saying that it is

anybody's fault. The mechanism is just unavailable to pull those
figures out any time you need them.

This is one of the problems in getting an area designated, but if they
meet the criteria, and we have it, we do not really have any long de-
lays in moving forward with their application.
Now, the other thing I wanted to say; the other point I wanted to

make, and of course, I have said this any number of times in the last
several months, is that I think it is essential that we address the
economic problems within the inner 'cities, and I think it is just—
just as I believe it is essential that we try to 'address the economic
problems in the rural areas.
I do not think you can isolate the two areas as far as the economic

strength of the Nation is concerned, and I guess the point that I am
trying to make is, that you know, with EPA, and with our tools and
our flexibility, we are trying to address those problems in a fair and
equitable way.
Ms. ABZUG. What 'about the provision that we put in this act last

year, which guarantees leases for new businesses to get started?
Have you guaranteed any leases on the renewal program since we

enacted this statute, this amendment?
Mr. MIZELL. We have had a report from St. Louis, Mo., that the

municipality would be managing that—would utilize the lease
guarantee.
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We have another project, I believe, that is either coming in, or it
may be in, from Minnesota, that addresses a lease, and this being new,
and of course we have some, you know, as you get into a new program
like this, where errors in understanding becomes involved. I am sure
we will utilize it even more in the future.
MS. ABZITG. I am sure.
Mr. MIZELL. If I remember, it was your amendment last year in the

committee.
Ms. ABZUG. Yes. The reason that I raise it is I have been hearing

reports that the EDA staff—and I do not know why—has discouraged
the applications for lease guarantees. I am glad they are considering it,
because there has been some difficulty with this aspect of the program,
and if we are using these funds to stimulate business, these guarantees
are rather critical.
Mr. OBERSTAR. If the gentlewoman would yield.
At that point, having been involved in discussions with EDA con-

cerning the lease guaranteed project under consideration in Minne-
sota, and I must say that the staff has been most anxious to cooperate,
and to work, and to use the authority to the fullest, and I must say I
am very pleased with their cooperative attitude,, and initiative in
wanting to move ahead.
Ms. ABzuG. I appreciate that information.
Mr. ROE. Would the gentlewoman yield?
MS. ABZUG. Yes.
Mr. ROE. There is a specific question on that title II.
Is it my understanding that when you get x dollars appropriated.

you have to, in effect, hold a percentile in reserve when you make the
lease guarantee. Is it 10 percent?
Mr. MIZELL. No, it has been changed. When the program was first

set up—the loan program—we set aside 25 percent.
This is the history of the Agency. Then, of course, as you build

some equity in the fund to cover those loans, and as you know, we are
dealing in high risk areas, because if they could get the loan some-
where else, they would not be coming to EDA.
Then they cut it back to the 10 percent, because we felt that this

would cover it. During this economic situation that we are in, with
the increase in the funding level, with the guarantee provision that
we have, and the size of some of our guarantees, it was the opinion
-that it would be—it was essential that we set aside a larger percentage
of these funds to build up the equity in this fund to cover, if one
should happen to go under. So we are using 20 percent right now, Mr.
Cli airman.
Mr. ROE. Then what bothers us is that we are trying to do our best

to utili ze the funding to the maximum, as you are.
rr. MIZELL. Yes. sir.
Mr. ROE. And Members are now beginning to see that this is a

-viable operation, and so forth.
However, the question is should we add more funding. There are

two or three different loan guarantees that come to your mind at the
moment, and when we look at the order of magnitude of the fiscal
problem. therefore, you are limited on how far you can stretch that
appropriation.
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OMB has discouraged your using your revolving fund. Is there
:something like $125 million in that revolving fund right now?

Mr. MIZELL. I would say that is probably close to accurate. But in
the sense of being a revolving fund, in that sense, it is not really that
much, because these funds go right back into the General Treasury.
Mr. ROE. They go back into the General Treasury?
Mr. MIZELL. They are earmarked, and they say these are loans that

have been paid back in.
Now, we went through this last year. I really thought to try to get

a decision as to whether we were going to be able to address these
funds, and at the time we were trying to address the Seatrain situa-
tion. The history of it has been that in the past, the Appropriations
Committee would never permit the use of that fund. They specifically
restricted it, because you know, this was the idea of backdoor spend-
ing by the Congress to where they did not have a handle on it.
So the administration then enforced that position, and although

-the language has been removed from this legislation now, you know,
EDA has really been prohibited from using the revolving fund, be-
cause they feel like it is a part of the budget. I have no problem with
this, because of the simple reason it is just as easy to deal with an
appropriation as it is to have to come up and get permission in order
to use these funds, and how you are going to use them, and I think that
is the procedure.
Mr. ROE. That raises a question as to whether or not that is backdoor

spending, because in effect, it is _money that is there, meaning that you
do not have to appropriate as much next year if you have it to use.
The second point is, if you have, by policy or mandate, set aside

10 percent, $120 million in that fund, that means you have to set
aside about, what—$20 million, $18 million, or thereabouts—which is
not first instance funds. So therefore out of the $120 million, you are
allocated approximately—what does that multiply into?
Mr. MIZELL. If I recall correctly, last year in the 1975 appropria-

tion, we had about $17 million, approximately or close to $17 million in
the business loan program.
With the guarantees that remain, we had to set aside a little over $5

million.
Mr. ROE. The Members must take leave to go to the House floor to

vote.
We will get back to the first question. In all due candor, based on the

order of magnitude of the problem throughout the Nation, $12 million
is not a great sum of money.
Mr. MIZELL. I think there is $50 million in the budget for business

loans this year. But you know when we put the Government's guaran-
tee on the line, then of course, if one of these high risk loans should
happen to go under, and default, then of course we need to come up with
The money, and we will either have to do it this way, or come up with
a direct appropriation.
Mr. ROE. We will recess for 15 minutes, and go on with discussing

-with the Secretary when we return.
[ Short recess.]
Mr. ROE. There are two points.



20

We were discussing title II from the point of view of the revolv-
ing account, and something should be done about it. Perhaps it should
be taken out completely if it serves no purpose.
Mr. MIZELL. Well, Mr. Chairman, as I mentioned, we went through

this past year with the—and some of the members of the Appropria-
tions Committees of the Senate and the House—and they were aware
of this and they were urging the use of the revolving fund—well, at
least several of them were trying to deal with some of these unusual
situations that we had.
But the decision was made that that was not the route to take in

trying to deal with it, but rather to use a new authority that we had
been given, and that was the guarantee.
So you know this was a decision, and of course, that is what we are

trying to--
Mr. ROE. Let me ask the second question on title X.

- Under the $125 million initial appropriation and subsequent $375
million, a percentile of that was set aside for other agencies, such as
HUD and other agencies. How has that worked out?
We have found that dealing directly with EDA, at least from our

experience, the projects received real attention and things were done.
There seems to be some kind of fuzziness beginning to develop when
1-IUD and HEW became involved in the process.
In other words, if you take their regulations added to and multiply

it by the thousands of applications to be processed, therein the dilemma
becomes more complex. So I am just wondering if—I notice you have
been silent on the extension of the title X job opportunities program.
We consider that title X is an integral part of the EDA Act. Should
it not be that EDA. is the shepherd of the whole program, rather than
going through 24 agencies? That creates a lot of problems, you know.
Mr. MIZELL. Well, of course, one of our problems in trying to deal

with a program of this size is the shortage of manpower in order to
develop the number of projects that we are talking about. And while it
does create some problems as far as trying to communicate with the
other agencies, I feel like we worked many of those out in that first
round because the results, you see, are what we can look at and say that
it worked pretty good.
I think that when we finally get through with the $375 million, that

the record itself will show that it has been effective. At least we hope
that this will be the achievement.
Now, to say one thing in a positive vein in utilizing the other agen-

cies, is the diversity oi projects, the diversity of the areas of the coun-
try that they come in from, you get a broad distribution and you are
able to use the manpower that is already available in those agencies to
develop these projects that they can do under their statute and under
their regulation.
Now, that is one of the advantages in utilizing them in a title X

countercyclical-type program.
Mr. ROE. Then the Secretary has to approve their recommend-

ations 
Mr. MIZELL. Yes; and I might add that we now have the applica-

tions for the $375 million in from the other Federal agencies at this
t i me. They were due in on the 15th of September and I understand
that they have come in.
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Mr. HAMMERSCHMIDT. Mr. Chairman, I recall you received about
18,000 applications, totaling $3.4 billion for that first $125 million.
What kind of response did you get on the $375 million?
Mr. MIZELL. I understand that we have got $2.1 billion worth of

projects in hand right now. But I would also mention, while we have
not had a chance to evaluate all of them, that one agency, HEW, sent
in a request for over $1 billion worth of projects. Then the Community
Services Administration which is in HEW, I notice also sent in a
request for over $400 million.
Now, when we begin to rank these projects in achieving the goal that

is the mandate of the legislation, I do not know how many of those
would qualify for funding for the $375 million. We will just have to
wait until we get them ranked.
But I mention this because of the $2.1 billion that came in, over half

of that came from one agency.
Mr. HAMMERSCHMIDT. How many agencies are you dealing with?
Mr. MIZELL. There are 30. In the $125 million, we had 26 agencies

participate in those fundings and for the $375 million, we had ap-
plications for projects from 30 of the Federal agencies.
Mr. HAMMERSCHMIDT. DO you think you could handle all of the title

X programs under EDA, if we gave you that authority?
Mr. MIZELL. Well, we can handle anything in EDA.
Mr. HAMMERSCHMIDT. You had better get geared up.
Mr. ROE. Mr. Oberstar.
Mr. OBERSTAR. Thank you, Mr. Chairman; and Mr. Secretary, we

welcome you to this committee and we, too, are grateful that you are
here to share your wisdom with us just as you mentioned a while ago.
I was very interested in your comment a while back in EDA's

interest and concern in strengthening the grassroots participation in
this program and your very positive reference to the multicounty
economic development district program.

This is one that we feel that is very important in coordinating eco-
nomic development efforts at the level where development takes place.
It does not take place in the Governor's offices or in the secretarial
offices in Washington, or even in committees of Congress. It really
happens at the local level.
If you cannot get down there where the people are creating the

jobs and making industry happen, then the program is not going to
be effective. So I honestly hope that not only will you give your
strong support but also your support to additional funding for the
district program.
Is there any hope for support from the administration for addi-

tional funds for development districts?
Mr. ROE. EDA can handle anything.
Mr. OBERSTAR. That means they can spend it.
Mr. MIZELL. If I might, for the record and for your information,

just briefly outline exactly what our development district program
looks like at this point and what we see, what the demands are that
are being made on the Agency.
We have 242 planning and development districts that are being

assisted; 135 of these are designated and funded by EDA. We have
12 additional districts which are authorized and funded. Those are
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recent. Twenty-seven are designated but not funded; we do not have
the funds for these.

Sixty-eight districts are authorized but are not funded at this point.
In addition, there are—or we think there will be—an additional 175
substate districts that will qualify as potential districts should funds
become available for them. This is the total picture we see for our
district program.
Mr. OBERSTAR. No additional increase in funds requested?
Mr. MIZELL. In the 1976 budget, we did not request any increase'

in funds and, of course, school is still out on 1977, what the 1977
request will be.

There are $3 million in the conference committee for funding for
districts but there was no request from the administration for these
funds.
Mr. OBERSTAR. In other words, you received no authority from OMB

to ask for additional funds?
Mr. MIZELL. The 1976 budget was put together before I came to,

the Agency.
Mr. OBERSTAR. Your Agency received 
Mr. MIZELL. Right. That is true.
Mr. OBERSTAR. I yield to the gentleman.
Mr. HAMMERSCHMIDT. As I understand it the conferees on State,

Justice, Commerce appropriations are meeting today and there is
funding for about 45 more 'districts.
We would like to know if you intend to form those districts?
Mr. OBERSTAR. That is my direct question because I wrote a letter

to the subcommittee urging them to appropriate that amount.
I was just trying to get a handle on the administration position. I

would assume that, given the tools, that you would be willing to do
the job.
Mr. MIZELL. As I recall, I believe that you could fund, probably, 60.

districts with the funds that are there and, certainly, if the funds are
made available, we would intend to utilize them for that purpose.
Mr. OBERSTAR. You would go right ahead?
Mr. MIZELL. Should they be made available.
Mr. OBERSTAR. You would not be recommending to the President

a deferral or revision?
Mr. MIZELL. The Assistant Secretary for EDA would not be making-

that recommendation.
Mr. OBERSTAR. Thank you. Very good.
The question of eligibility criteria has come up and was discussed

at some length earlier,, and concurrent with that is the question of"
extending EPA farther into the major urban areas. What has been
a matter of some lively debate and concern for a number of years
for this committee, concerning—being very frank about it—on the one
hand, expressed by your rural areas that if EPA goes deeper into
major metropolitan areas, they will absorb those areas. Those areas
will absorb a lion's share of the funds and, second, some concern that
those areas really need other programs than economic development.
Maybe we have learned a good deal in the years since that debate

was first opened by former Member of Congress Leonard Farbstein,
of New York, and I remember appearing before this committee Ire-
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quently, appealing for broader jurisdiction of urban problems. You
have the door open and that raises a question of eligibility criteria.
EDA has been geared almost exclusively to unemployment, a very

obvious indicator of economic knowledge in an area. But are there
other criteria that we could look to in determining an area's eligibility?
Now, the one that I have in mind—let me throw this out on your

thinking—one that I have in mind is something that the committee
in a way coped with some time ago.
EDA funds go into an area, or other economic factors occur within

an area to reduce the level of unemployment below that magic 6 per-
cent and then, within a stated period of time, that area is dropped
from eligibility. That does not mean its economic problems are re-
solved. It just means that for out-migration reasons or for sudden
burst of employment, temporarily the unemployment has gone down.
Another area that may be eligible has just a marginal level of unem-

ployment, just enough to keep it eligible, has a great need for other—
a great need of intrastructural assistance. Unemployment does not
just happen, except in some places where an industry shuts down.
Normally, it is a slow attrition over a long period of time, 15 years,
during which tax-basing roads, public facilities decline, maintenance
funds are not available for maintenance, some other community serv-
ices decline and while that unemployment level might be down, the
level of need is very high.
I am just wondering if there is not some way that we can use that

concept in determining the basis for EDA eligibility and are there
others that your Agency has considered?
Mr. MIZELL. You know, I think our criteria right now are broad

enough if a community is experiencing some economic problems. The
one thing you are tied to, of course, is the unemployment level. This
is a pretty fixed criterion.
But if we look at this in regards to an urban area, you know they

have the records now within that area of an area that has chronic
unemployment problems. There would be very few that I could think
of right now that would not be eligible for designation for those
particular areas—I think we do have great flexibility in our, language
right now.
Now, the point I was trying to make a while ago with Ms. Abzug

was that I felt like it was important to keep this designation criteria
so that we can zero in on those targets and, of course, I mentioned
New York, for example. You know if you get the whole standard
metropolitan area of New York as a designated area, you see—then,
it will miss all those outlying areas that may have a chronic problem.
But specific designation isolates a problem and permits us to deal with
that problem within a city.
It is my judgment that we have. The committee in its wisdom has

provided the flexibility to designate these areas that have a real
problem.
Mr. OBERSTAR. You do not have the money to respond to those needs,

though?
Mr. MIZELL. This is true, and in further following up on the point

you are making, and it is true that there have been areas where EDA
has dealt with communities and, of course the unemployment figures
have come down. During the situation we find ourselves in now, those
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counties have suffered as well, but as you have been successful in those
areas, with the resources we have available, you see, we would shift
to other areas that are more critical in order to use our resources there.
This does not mean that you do not seize on an opportunity that

might have a real impact on an EPA area and many times you do
work with a community, permit them to take advantage of an oppor-
tunity that might come along.
But in trying to utilize our resources, you can see why a county that

had dropped down with the unemployment problem, that we would
look more to other areas that are having a more severe problem.
Mr. OBERSTAR. Well, I am glad to hear you say that EPA has enough

flexibility to take care of such situations that I have described. But
take a specific example, using the growth center concept and applying
it to one of these major urban areas such as one that the chairman rep-
resents or Ms. Abzug represents, where you have people heavily con-
centrated in one part of that major urban segment and the industry
or industrial opportunity in another segment that may not have the
unemployment, people commuting back and forth to jobs. Can the
growth center concept work there where EDA would feel that it could
designate section A of an urban area as eligible and section B, as the
growth center and put the industry or the public works grant fund—
or whatever is needed to attract industry in the growth center—mak-
ing it possible for people in the designated area to get jobs there?
Mr. MIZELL. Well, I guess maybe the way I look at the problem in

these large urban areas, is that they are different from maybe a growth
center of EPA. I think the problems that you are dealing with are a
great deal different.
My judgment is that you are going to have—if you are going to be

successful in those areas, and I think we have had some track record
of success in these areas—is that you are going to have to try to provide
those jobs for that community within that inner city. If you are going
to be successful or closely related to that area you must connect some
job training, some job placement, and so forth, together.
Mr. OBERSTAR. That is fine when you are dealing with the Brooklyn

Navy Yard situation. When you have got easily identified, localized,
major problems, which happens right there, and here you can convert
this to an industrial park concept at any rate and you can fairly well
zero in to that.
- But I am talking about a somewhat more lushy kind of unemploy-
ment problem that .you have in these urban areas where the unem-
ployment is not generally by one major installation, but by this kind
of general decline or erosion over a period of time.
Mr. Chairman, does that kind of describe the situation as you see it

in your area?
Mr. ROE. I think what we are looking for is to include a special ref-

erence in the language of the law to these districts. I agree with you
that the criteria that you are using is pretty valid. But I think it is
important to specifically define the district if we want to mandate such
economic development districts to be established.
In view of the need to build these infrastructures you are talking

about, even if these districts were created in urban centers, literally by
mandate, to be eligible, they would have to meet the existing criteria
that is established.
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Do you see what I am getting at, rather than the chicken-and-the-egg
riddle?
Mr. OBERSTAR. I think if we had to find some way to come to grips

with this problem with the increasing urbanization of this country and
the simple demographic fact of the last 5 years that indicates rather
than a continuing flow of population from rural to urban areas, we
have a great movement of people from suburban area to suburban area
and we are going to be successful in keeping the EPA program alive,
it seems to me we have to generate the support in Congress by broad-
ening our base and reaching out to cope with the problems that many
others have and that we have to do that without diluting EPA so that
it cannot be effective.
You cannot drop a little bit here and a little bit there and expect

to have an effective program. You have to be able to concentrate re-
sources in one area and make a big enough impact.
I would like to move on then to some specific comment, if I might.

The other body has made some amendments to a rather simple, stream-
lined, we think very effective measures to combat high unemployment—
Local Public Works and Capital Development Act of 1975. By the
time the other body got through with it, it was sort of like sending a
mission to the moon and finding that it landed on Mars. You did not
recognize it when it came back.
One of the things they did across the way was to add authority for

interest subsidy up to 4 percent on loans for working capital in the
business loan program. And increased the authorization for that total
program from $75 million to $200 million.
Is this a program that EPA would look favorably upon? Would you

support this? Would you recommend to this committee that we keep
that intact or would you have some other recommendation?
Mr. MIZELL. Well, I guess, first, I should maybe try to address the

total package you are talking about. I think with the administration's
position on all these things, that you could not assume that they would
support the bill at all. As far as the administration's position, I am
just looking at the past record that we have had.
Mr. ROE. I think you have said it all.
Mr. MIZELL. What is the next question?
Mr. OBERSTAR. Normally, that is referred to as breaking an embar-

rassing silence. While we are on that, Mr. Chairman, we 
Mr. ROE. The iury is still out.
Mr. MizELL. When we were looking at our business program, we

were discussing the interest subsidy as this is related to the business
loan program and I think for the record and for your information that
I would lust like to leave these figures with you because out of our $17
million for the business program, for the guaranteed program alone,
we set aside slightly over $5 million but with those guarantee reserves
EPA guaranteed loans of $74 million. I just wanted to say that, so that
you would see that we are utilizing this guarantee provision very
effectively.
Mr. ROE. All right.
Mr. OBERSTAR. Yes; you are using it. There is no question about it.
My concern is that EPA has in all its long history—and going back

to its days of ARA—never received the authorization, the full appro-
priation up to the authorization of it, for the business loan program
or for any other portion of it.

63-18G-76 3
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Mr. MIZELL. With the guarantee authority, I do not think we need
direct funding at the level that we have in that bill to have an ef-
fective business loan program.
This permits us to address the situation and do what I think the

committee intends for us to do, and that is to try to utilize the financing
from the private sector to the maximum for the Federal dollars that
are expended in these areas and I think we are permitted to do that.
Mr. OBERSTAR. Is not that subsidy program one of interest to the

business community? Will it attract more investments?
Mr. MIZELL. Well, I really do not know. We have looked at it and

we really have not come to any conclusion that I could present to
the committee.
But we have looked at this and we are continuing to look at it.
Mr. OBERSTAR. I do not know even how an intrasubsidy program

would work.
Mr. ROE. Well, it would be the marketplace—
Mr. OBERSTAR. The queston is: Would you make a payment to the

firm or would EDA absorb that difference, or does the industry have
to go out and borrow money on the private money market and then
EDA would pay the difference between that?

It raises some question to me whether that would be effective at all
if the intent is to force an industry out into the private money mar-
ket to borrow at, say, 12 percent, and then EDA would subsidize
that by 4 percent, the point is they cannot get that money in the first
place; that is why they are into EDA.
If the money were available, we would not need an Economic De-

velopment Administration. It would just be flowing into these dis-
tressed areas and we would sit there with our chin cupped and let the
gold flow and it just is not going to happen that way.
You know, I really—would really have nothing to base a judg-

ment on as to how effective a program like this would be.
Mr. OBERSTAR. I have an opinion in mind that it is not worth a—it

just is not worth very much and the only program that has really been
attractive to industry is a good low interest loan, direct loan program
from EDA, the most effective thing that we have had.
We talked about lease guarantees, loan guarantees. These are all

substitutes for the fact that EDA has not had enough money to run
its program on.
It we get a direct loan program we are going to do the job. One

last, and I have—
Mr. ROE. We have witnesses that are waiting.
Mr. OBERSTAR. The other body added a program called intergovern-

mental countercyclical assistance. It may take longer to say that name
than ever to fund it.
What is your reaction to a countercyclical program?
Mr. MIZELL. Well, the administration's position has been in relation

to title X. They really have not endorsed this program and the size of
the program that is in the Senate bill. I just cannot see that the admin-
istration would support it. The size of it alone, I think, is what
would—
Mr. OBERSTAR. What about the concept of the countercyclical?
Mr. MIZELL. You know, one of the things that we hope to accom-

plish with title X—when we say "we," I am talking about EDA—what



27

we would hope to accomplish, if we are permitted to evaluate these
programs as we hope to be able to do, the title X programs, is to develop
the record of how effective this approach has been. This information
will be available then for the Congress and for the administration and
future administrations on types of employment, the countercyclical
type, and how effective this approach can be. That is our approach.
That is what we hope to accomplish, and then in the future this infor-
mation will be available for those that will be making those judgments
as to whether this is a viable approach. A tool that they would like to
see used to deal with situations in the future.
Mr. OBERSTAR. Well, we had witnesses before our committee earlier

this year on the other legislation, local public works program, notably-
Mr. Mean, who in 1962, testifying on the accelerated public works pro-
gram at that time, said that he did not believe a countercyclical or, as it.
was called then, standby capital improvement program, would be effec-
tive. He reiterated the statement with somewhat less fervor this spring.
Leon Keyserling, both in 1962 and again this spring, testified in

opposition to a standby capital improvement program. There was one
such program developed and designed in the Eisenhower adminis-
tration, I believe.
But for some reason it never caught on and now the other body

has offered a program which, in my mind, seems to be somewhat
similar to our title IX. We may already have enough of an authority
if we are looking to prevent economic catastrophe, we just might well
expand on title IX and not get bogged down with another new concept
that may cost us some problems.
Mr. MIZELL. I think one of the problems is in trying to use public

works facilities such as the construction of public buildings as a coun-
tercyclical device. It is the amount of time it takes for the design,
engineering work, and the time it takes to get the work started. If it is a
recession you are going through and you come out, then of course much
of the employment would come in line at the end of the time.
I think this is where the opposition builds to utilizing this approach

and if title X is successful, then maybe this is something that for the
future someone could take and utilize.
Mr. OBERSTAR. People get nervous when they see a whole new pro--

gram, whole new concept and another avenue opened up, untried,.
untested, and we have something that we can just tailor slightly
title IX and title X, we have it already in the program.
Let us stick with a winner and expand and improve upon it and

maybe we can come up with something a lot better in the long run.
Mr. ROE. May I caution the members we have people who are waiting

to testify and are running behind on time. We want to make sure that
all the witnesses are heard today, so if we could just taper our discus-
sion a bit. Mr. Nowak.
Mr. NOWAK. Thank you very much, Mr. Chairman and Mr. Secre-

tary. I would, first of all, like to compliment you. I had visions of the
total EDA legislation expiring. At least I was told that as a new mem-
ber when I came to the committee. For you to bring in, not only a 1-year
but a 3-year extension of this legislation, I think, shows to a great
degree the amount of work and the energy you have given this organi-
zation and I think that your own dedication has really led the adthinis-...
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tration to see that this Agency is viable and certainly is going to
perform a great service in the future.
I know that you have followed EDA representatives and I have

been in touch with them on several occasions, and I can only say I do
not know how they cover the territory that they do with the amount
of money that you have out there. So, I think we are getting an awful
lot for the money and certainly your figure of $2,700 a job compares
very favorably to industries' investment of over $28,000 to create one
job.
I wanted to address something that perhaps has been in the minds

of many of the members of the committee. Relating to your testimony,
you refer, as far as the title X programs are concerned, to the flexibility
that you have been able to work with.
I wonder if we were looking at some different changes and different

wording, knowing the need that is in the community, more money is
certainly going to be one avenue that has to be looked at very closely,
because I do not think you can accomplish what your intentions are
especially if the title X program expires and you have no alternative
in that area.
So, we relate back then to what Mr. Oberstar was talking about and

what the Chairman was talking about as to other means to meet what
I have termed in the amendment that I have introduced yesterday, as
facing the problem of long-term economic deterioration of a city or
a community in facing their problem ; we are sort of limited, I believe,
as to what the possible steps you can take.
Mr. Oberstar made reference to people moving out from an urban

area to a suburban area, with loss of population and all of our cities
becoming somewhat older, especially in the North and very possibly in
the majority of the cities in the country. There is a great need, I think,
for some help to come into those types of areas and in title IX we
have provided for sudden economic disruption.
The title I, of course, has some feeling for the long-term deteriora-

tion area. But I have to feel we are not doing enough in this area and
I do not have it to present to you here, but I certainly have some copies
of an amendment I put in, and I would like to submit it to your
Agency.
I know you did not have an opportunity to look at it yet, so I felt

it would be unfair to ask you to try to comment now, but I would like
to submit it and then have your comments back. It hits the problem
of long-term deterioration. It very simply adds an amendment to title
IX, which would let you use some percentage of the total funding of
title IX to face that problem, along with the sudden economic deterio-
ration. It provides an increase in funding, too.
I wonder, just on the basis of what I have said, if you had any feeling

or reaction to that? I know it was brought up by Ms. Abzuo• and Mr.
Oberstar, certainly by the Chairman. I tried in my proposed amend-
ment to set different criteria, not a mandate of criteria but a priority
of criteria, which encompasses unemployment and other factors which
would lead to the conclusion that this is happening, heavy loss of
population and so forth, and the community facing a structure that
has the same problems that it had when it had a larger tax base and a
larger population.
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I think over the last 10 years you can almost pinpoint many areas
that this has happened to throughout the country. My legislation
really aims right at that and tries to give you the flexibility to go into
these areas, as well as what is existing now in title IX. I wonder if you
thought that would be a feasible way to approach this total problem?
Mr. MIZELL. If I might, Henry, do what you suggested and, Mr.

Chairman, and that is to first take a look at your proposal and then
be able to submit it so that it would be on the record here for the hear-
ings. If I could do that, I think this would be the best thing for me
to do.
Now, the other thought that you have of trying to deal with urban

deterioration from an economic base and trying to address it, in a pre-
ventive way, this is—this certainly is one of the things that title IX
addresses from the standpoint of a sudden structural change, that is
to try to provide preventive medicine before it becomes a real chronic
problem.
Try to deal with it early, and I take it this is the drift 
Mr. NOWAK. Yes.
Mr. Mimi,. Well, if this could be done and in those communities

where they are faced with some real economic problems and where the
cost to them is getting them in a critical situation and help could be
offered, this seems to me to be certainly a good idea.
Now I would like to have the chance to try to evaluate before I go

any further.
Mr. ROE. I think there would be unanimous consent on that response,

consent that the Secretary do that and report to the committee.
Mr. NOWAK. Report formally back to the committee?
Mr. ROE. Without objection, so ordered.
[The following was received for the 'record:]

U.S. DEPARTMENT OF COMMERCE,
THE ASSISTANT SECRETARY FOR ECONOMIC DEVELOPMENT,

Washington, D.C.
MM. ROBERT A. ROE,
Chairman, Subcommittee on Economic Development of the Public Works and

Transportation Committee, House of Representatives, Washington, D.C.
DEAR MR. CHAIRMAN: 1 appreciate the opportunity you provided me on Sep-

tember 18, 1975, to present the view of the Administration on H.R. 9398 which
would extend for three years the authorization provisions of the Public Works
and Economic Development Act of 1965, as amended.
During the course of the hearing, I was requested to provide comments after

the hearing on the bill Mr. Nowak introduced amending title IX of the Public
Works and Economic Development Act of 1965. I have since received a copy of
the bill, H.R. 9636. The bill is now under study within the agency and is receiv-
ing immediate attention. We expect to report our comments at an early date
in accordance with established procedures for legislative matters.

Sincerely,
WILMER D. MIZELL,

Assistant Secretary
for Economic Development.

Mr. NOWAK. I think the steps that you have taken in implementintr,
these title X grants especially, really do merit our lookirm at title X
also. I think both of these combined could really make a difference.
I know we are working under the stresses of OMB and other divi-

sions of the administration. But you were successful so far in bring-
ing a 3-year extension which I think was invaluable because it showed
some continuation of this program to the representatives, to the field
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workers in the communities and I think it will be a great help and it
will give a lot of confidence to a lot of communities who will now
really look at EPA as a viable sustaining area of Federal help.
So, I want to compliment you on that, and Mr. Chairman, I will

reserve the rest of my questions for a later time, perhaps.
Thank you very much.
Mr. ROE. Thank you, Mr. Secretary. We appreciate your splendid

report.
You and your staff are doing a great job and we look for your

continued cooperation. Thank you for being with us this morning.
The next witness is the Honorable Terry M. Chambers, Special

Assistant to the Secretary for Regional Economic Coordination, U.S.
Department of Commerce.
Mr. Chambers, we want to welcome you to the committee. I under-

stand this is one of your new experiences, but I am sure that with
your past history in the sovereign State of California, that you will
do a splendid job.
So, if you will go ahead and proceed, Mr. Chambers.

TESTIMONY OF TERRY M. CHAMBERS, SPECIAL ASSISTANT TO

THE SECRETARY FOR REGIONAL ECONOMIC COORDINATION,

-U.S. DEPARTMENT OF COMMERCE; ACCOMPANIED BY GEORGE

It. MILNER, PROGRAM OFFICER, AND STANLEY WOMER, FED-

ERAL COCHAIRMAN, FOUR CORNERS REGIONAL COMMISSION

Mr. CHAMBERS. Thank you, Mr. Chairman.
Gentlemen, I could not help but wonder when Mr. Mizell referred

to himself as a rookie, what I was supposed to be on this, my maiden
appearance.
Then when you said you were reserving the hot water for later on,

I was quite sure what was ahead.
So, with that preface, I would like to get into my statement.
As the Special Assistant to the Secretary for Regional Economic Co-

ordination, I have the delegated responsibilities for liaison with the
title V commissions.

Insofar as the title V regional action planning commissions are con-
cerned, the administration has recommended a 3-year extension of the
Public Works and Economic Development Act. This proposal is be-

_ fore this commitee as H.R. 9398.
In my meetings with the State officials who work for, or are mem-

bers of, the regional commissions, I have consistently heard complaints
about the uncertain future of these commissions. H.R. 9398 should go
a long way toward putting those uncertainties to rest. It is difficult to
plan several years in advance when your known life expectancy ap-
pears to be the end of the fiscal year, or even less.
H.R. 9398 will hopefully alleviate the uncertainty of continuity and

administrative direction available to these commissions of Governors.
This regional multistate approach to the resolution of common prob-
lems can be effectively folded into the recognized structure of govern-
ments and I believe it can be accomplished without addincre, further
burdens on the taxpayers we all serve.
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Over the past 10 years, the Congress has evidenced both interest in,
and concern for, regional multistate programs, but greater emphasis
has been placed on the more visible direct impact grants to local gov-
ernment, than has been placed on discretionary funding for regional
planning through technical assistance grants and the ability to help
change priorities placed on other State and Federal programs through
the supplemental grant processes.
If the effectiveness of this regional multistate program is to be im-

proved, I hope redirection or diversion of funding can be
accomplished.
I urge the concurrence of this committee in support of the admin-

istration's recommendation for a 3-year extension.
There are two other bills currently before the committee which are of

specific interest to the regional program. These are H.R. 5261, and
H.R. 8632. The two bills are identical and expand the present basic
authorities of title V regional commissions through adding a new sec-
tion 515 to the Public Works and Economic Development Act. This
proposed new section would authorize regional commissions to provide
financial assistance to States and communities in their regions in order
to help them deal with social, economic, environmental, or Federal
policy difficulties. The commissions would also be authorized direct,
financial assistance to achieve regional development objectives identi-
fied in their comprehensive long-range plans, which section 503 of the
act requires them to develop.
These purposes are worthy. and the needs which they would address

are unquestionably serious in several, if not all, of the regions within
the title V regional program. I am not convinced, however, that H.R.
5261 and H.R. 8632 are the correct way to deal with these needs. First,
many of the authorities, which these bills would confer on the re-
gional commissions, are similar to authorities which the Congress—
this committee—extended to EDA approximately a year ago by enact-
ing title IX of the Public Works and Economic Development Act.
These authorities should not be duplicated. Different agencies should
not be competing in the same program areas. Unless the EDA title IX
authority for substate programs should prove inadequate, I would rec-
ommend that we rely upon that existing authdrity.
Second, the two bills would authorize the regional commissions to

make direct grants so as to "* * * achieve regional development objec-
tives identified in comprehensive long-range plans." I believe that this
issue should be addressed in the context of the evaluation of overall
objectives of the regional commissions, not simply as an additional
new authority.
Although not formally before this committee at this time, I wish

to express reservations about authorities in title II of H.R. 4073—the
Appalachian regional bill—as passed by the Senate. These reserva-
tions relate to the proposed increase in funding authority and expan-
sion of program activities. The title V regional commissions already
have discretionary authority to carry out most of the activities which
this bill proposes. The bill also proposes an interregional allocation by
formula which precludes administrative allocation among commis-
sions based upon their maturity, individual needs, and their capacities
to implement. This bill further mandates submission of approved re-
gional development plans and a Presidential report to the Congress in
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an unrealistic time frame, rather than placing this responsibility with-
in the executive branch.

There certainly can be no objection in principle to the provision of
the bill requiring Commission plans to be submitted to the Congress
for review. I understand that such plans have previously been made
available to you. But I strongly believe that requiring plans to be sub-
mitted within 120 days does not serve the interests of planning or the
development of well thought-out investment strategies. Neither is the
related provision that the President submit his recommendations on
administration within 6 months likely to produce alternatives for im-
proved operation of the program which will be useful either to the
Congress or to the executive branch.
When Secretary Morton transmitted the proposal which became

H.R. 9398, he pointed out that the 3-year extension, which the bill
would provide, allows sufficient time to implement and evaluate new
programs authorized by the act. His comment is particularly apropos
to the proposed additional grant authority of H.R. 5261, H.R. 8632,
and the amended H.R. 4073. The time period which enactment of H.R.
9398 would permit, should be used to more fully assess the mission and
accomplishments of the regional commissions. This additional time
will also permit analysis of the regional plans which are drafted by
new commissions and to review the plans which the older commissions
are currently revising. Substantive modification to the appropriate act,
if warranted, could then be made after this evaluation has been com-
pleted.
The justifying philosophy underlying regional commission activi-

ties must be, that some economic problems are of such a scale that they
extend beyond the boundaries of a single State. This typically means
that no single State has a paramount interest in resolving them by
itself. A multi-State approach, as a common interest region, should be
utilized. For example, local industrial development programs cannot
succeed by themselves without an adequate transportation network.
Yet, a comprehensive transportation system of air. rail, and highways
is usually of such a scale that it can only be effectively accomplished
by groups of States working together in conjunction with the Federal
Government. The whole set of activities necessary to insure that an
effective transportation system serves a broad region will not auto-
matically occur they must be planned and coordinated in such a way
as to serve both regional and subregional needs.
The coordination of pttblic investments by both the Federal and

State Governments should be a principal objective of regional com-
missions. The plans, programs, and strategies that these commissions
assemble and implement are the main instruments of this coordination
activity. Orientation of their primary program toward regional plan-
ning and demonstration projects should be the primary thrust. Selected
supplemental grants to other Federal or State programs that can po-
tentially assist in implementing these regional goals should be a. valu-
able secondary role. The regional commissions should work with State
and local governments and with other Federal agencies to help insure
that broad regional objectives are met.

Again, I strongly urge enactment of H.R. 9398. It is the logical key
to any future action which might be taken with respect to the regional
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program. I strongly suggest that the enactment of any of the provi-
sions in H.R. 4073, H.R. 5261, and H.R. 8632 is premature at this time.
Thank you, ladies and gentlemen.
I am available for questions within the limited scope of my technical

knowledge of the program, but I assure you that my enthusiasm for
the regional concept is self-evident.
Might I further say, Mr. Chairman, that I have spent the last 5

days at the Southern Governor's Conference talking to Governors and
with their staffs about problems of implementing this regional ap-
proach. I hope to continue this practice, to find the actual problems
as they are existing in the field, not, as someone commented to Mr.
Mizell, in the halls of Washington.
Mr. ROE. Thank you, Mr. Chambers. I have no questions. The state-

ment is a splendid one. We understand where you stand, that is for
sure.
Mr. Hammerschmidt.
Mr. HAMMERSCHMIDT. Thank you, Mr. Chambers, for a very help-

ful statement.
I notice in your statement that you say: "The Regional Commis-

sions should work with State and local governments and with other
Federal agencies to help insure that broad regional objectives are
met."
Would it not be appropriate in calling in Federal agencies in con-

sidering the coordination of regional commissions that you call in
economic development districts as Congress really has mandated in
the law. I am sure that, on thinking that through, that you would
want to include districts in that coordinated process.
Mr. CHAMBERS. Of course. The differentiation between programs

funded through Federal sources and those being statutorily created
as Federal programs is somewhat hazy. My ability to discern which
side of the fence they would fall on is sometimes faulty but we work
very closely with EDA, and I would agree with you.
Mr. HAMMERSCHMIDT. Are those districts part of the planning

process?
Mr. CHAMBERS. Yes, sir.
Mr. HAMMERSCHMIDT. I think that is very important. Congress saw

fit to write that into the law. I want to call it to your attention.
Mr. CHAMBERS. I appreciate that.
Mr. HAMMERSCHMIDT. I know you are no doubt familiar with the

recent congressional concern that the Governors are not taking an
active personal role in decisionmakincr in the Appalachian Regional
Commission. In fact, the Senate had added requirements for the Ap-
palachian Commission that a quorum of Governors is necessary to
transact Commission business. This has disturbed some of us on this
committee as it pertains to title V regional commissions.
How would you feel about a similar provision for all the title V

commissions?
Mr. CHAMBERS. I reftlize that the protocol is that I should not an-

swer a question with a question, so let me make a statement of fact.
I think the record would show that the title V commission Gover-

nors have been extremely diligent in attending their meetings. They
have an excellent attendance record. In the provisions of the act, you
saw fit to provide an alternate as a designee of the Governor, and there
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has always been someone representing them in that capacity, to the
best of my knowledge.
One of the facts that was brought out very strongly in meeting

with both the Upper Great Lakes and the other commissions is that
the extreme difficulty in working a program of this type and a meeting
of this type into the crowded agendas of the various Governors, and I
think that that has been the limitino.

b 
factor. There has been a con-

certed effort in te last 3 or 4 days, I know, to adjust their meeting dates
and agendas for the coming year, they could be then made more aware
of the problems coming to them on proposed agendas.
Mr. HAMMERSCHMIDT. That may really be unfair to ask your opinionon this because of your relative short-term experience working with

them.
What I would like to see us do, and I think several of us have the

same concern, realizing that we did arrange for alternates to attend
in the Governors' places. I think that is really what happens. They at-
tend, the Governors perhaps do not.
Perhaps we should get that information and put it in the record.
I would suggest that we do that as a matter of information.
Mr. CHAMBERS. I would be happy to get that from the Federal co-

chairman. How far back, and perhaps for a single year, would that
be adequate?
Mr. HAMMERSCHMIDT. No, I think for a long-range period of time.
Mr. CHAMBERS. All right, sir. We will find out the availability.
Mr. HAMMERSCHMIDT. If it is available.
Mr. CHAMBERS. I would comment, however, that I have been very

encouraged by the enthusiasm of the Governors to participate. Per-
haps it is that I am new in the job and they wanted to look me over
as well. I do not know.
Mr. HAMMERSCHMIDT. Well, I understand that they tried out the

new approach for an Appalachia meeting this past week. There was a
quorum of Governors present and they were somewhat surprised atthe decisions that were being made by some of their alternates. The
Governors decided they might attend more meetings.
Mr. CHAMBERS. I attended that meeting, sir, as a guest and alsohad the opportunity to speak in front of the Appalachia Commissionand it was an education for me, too.
[-The following was received for the record:]
ATTENDANCE OF GOVERNORS AT TITLE V REGIONAL COAIMISSION MEETINGS,

FISCAL YEARS 1971-75

As a general rule, Title V Regional Commissions hold quarterly Commissionmeetings although this has varied from Commission to Commission and fromyear to year. The following tables indicate for each Title V Regional Commis-sions the meetings held during each fiscal year and whether or not the Governorattended. If a Governor was absent, but his alternate attended in his place,the alternate's space is checked (alternates are reported only if attending inlieu of Governors).
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Mr. HAMMERSCHMIDT. Yes. You indicate that you felt 120 days re-
quired submission of the regional plan is unreasonable. That is a sec-
tion that the Senate put in title II of our bill, H.R. 4072.
Why does this pose a problem and what would you suggest as a more

reasonable time frame, that still recognizes the need for timely action?
Mr. CHAMBERS. I feel very strongly that any commission or any

appointed or professional body can meet any deadline that is pre-
scribed, but the quality of the work that goes into it sometimes suffers
at the expense of a positive deadline. I am sure that two or three of
the commissions would have a program available to the Secretary well
within that time frame. Those are programs that are being revised and
updated.
There are others who, not anticipating this mandate, had set up a

different schedule for review process that it would work quite a hard-
ship on. Two of the commissions are still formulating their initial
program or plan. The regulations provide that that plan should be
approved by the Federal Advisory Council and this in turn will take
time. I feel that as a working document, it deserves a great deal of
thought, full examination, and I would urge the Congress to provide
the flexibility that would allow submission of that plan in as short
a possible time frame as practical and at the same time allow perhaps
some mechanism for review and evaluation to the staff of this com-
mittee, so that you are not getting a stack of documents that would re-
quire a great deal of administrative work on the Hill.
While I am on that subject, if I may, sir, I would view that to be

the intent of Congress in establishing a provision in the Secretary of
Commerce to coordinate these plans. If we are not able to coordinate
and evaluate them for you, I do not really know what purpose we serve.
Mr. HAMMERSCHMIDT. Well, of course, that is not a mandate of this

particular committee, but if we take it up for consideration it is im-
portant that we know your views.
Are you prepared to suggest a particular time from other than 120

days?
Mr. CHAMBERS. I am not prepared, as far as an administration

policy, to make a recommendation, but I do believe that wording could
be substituted that would allow submission as soon as possible after
submission by the various regional commissions, which would still al-
low the flexibility and discretion of the Governors to be utilized, rather
than having it be mandated upon them.
I feel this discretionary power is the commission's greatest asset.
Mr. HAMMERSCHAIDT. Let me change the subject.
Would you support a provision to make eligible for title IX grants

the title V commission?
Mr. CHAMBERS. I would hate to have the record show that I paused

quite that long, but that is a question, quite honestly, that is a policy
situation that has not been too thoroughly examined. Title IX grants
allowing EDA the opportunity to fund State development programs
burin to get into the gray area between the purest approach, between
multistate regional programs that are built upon the building blocks
of State development programs and the other extreme of that same
gray area would limit EDA being a substate-oriented program.
We begin to interface at that point, and to the best of my knowledge,

there has not been a policy determination made by the Administration.
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I am sure that clarification language on the part of Congress would be
helpful.

Mr. HA3IMERSCHMIDT. Do you support any allocation formula
title V funds?
Mr. CHAMBERS. An allocation formula, in my personal opinion, is a

very useful management tool. Guidelines are most helpful, but given
the problem of allocating funds within a program of this type and
size, I would hope that Congress would not enact a formula into law,
but give us guidance in the report so that we could carry out the in-
tent. Conditions will change, the number of commissions are apt to
change, the areas within regions are apt to change, and one of the
major concerns that I have with the existing language is that it does
not give us a date of application of such guidance in the budget proc-
ess. If they take an 18-month budget process, and there isi not a definite
decision as to when it was to be implemented, or was not of the benefitof a certain commission, there would undoubtedly be people who wouldquestion its authority or the intent.
So, I would hope that in clarification language outside the act or

bill would be added to it.
Mr. HAMMERSCHMIDT. Thank you, Mr. Chambers. The reason Iasked about the title V commission funding with title IX grants wasbecause the House made commissions eligible for title IX grants andthe Senate took• it out. I do not know whether the administration wason record one way or the other.
Mr. ROE. All right, Ms. Abzug.
Ms. ABZUG. Can you tell us what regional commissions have donefor urban areas
Mr. CHAMBERS. May I ask the assistance of my staff on that, Ms.Abzug ?
MS. ABZUG. Certainly.
Mr. CHAMBERS. This is Mr. George Milner, my program officer. Hehas a continuity with this program and he is doing his best to bringme up to speed.
Mr. ROE. Mr. Milner.
Mr. MILNER. The program in the past has primarily been a ruralprogram based on the designation of the region. This is not consist-ently true in the New England region, which includes the six NewEngland States, including Boston, as an example.
This Commission has made a number of both technical assistancegrants and, historically, supplemental grants which have been applic-able in urban areas. I think the Great Lakes area which is primarilya rural area has, in fact, made some assistance available in the Duluth,Minn., area.
Mr. OBERSTAR. Also, the Minneapolis-St. Paul area which is notcovered.
Mr. MILNER. The other regions historically 
Ms. ABZUG. Am I yielding?
Mr. ROE. Bella, I was going to say you are mellowing.Ms. ABzuG. Well, proceed.
Mr. MILNER. The commissions can do both.
Afs. ABzuG. I beg your pardon?
Mr. MILNER. The commissions can make assistance available.
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Ms. .ARz-uo. But they have done only those very limited ones that
you mentioned. How do you explain that?
Mr. MILNER. It is 
Mr. CHAMBERS. May I, George?
Ms. Abzug, one of my major concerns with the program as it has

been administered in the past, is that there is no basis of evaluation
for programs as set forth by any single commission, nor a review
process within my office. So that to second guess the logic of the Gov-
ernors when they approved or made a decision as to which programs
to get involved in, is somewhat beyond our jurisdiction. We are some-
what in the same area of darkness that you are in why they have made
some of the decisions they have, or why they have not.
But I have no authority over that ability.
Ms. ABZUG.. I would hope that the gentleman would yield, but we

are not both in the same area of darkness.
Mr. CHAMBERS. I certainly have not had the experience that you

have had, ma'am.
MS. ABZUG. Well, let us put it this way. Have there been any ap-

plications for new regions requested by governments?
Mr. CHAMBERS. Yes, ma'am. There has been extreme interest evi-

denced by several combinations or single State areas, and as I am sure
you are aware, there are certain criteria that they must meet in sub-
mitting an application but we have none in hand at this point, there
has only been an evidence of interest.
Ms. ABZUG. Like where?
Mr. CHAMBERS. Well, we .have a letter of intent from the Common-

wealth of Puerto Rico and the Virgin Islands. We have a letter ofinterest from the State of California. We have been in verbal contactwith the State of Alaska asking the steps involved. There have been
overtures from the staffs of several Governors in the Ohio, Illinois,Indiana sector as to logistics. There have been verbal inquiries fromthe staffs of Governors in the New Jersey—I believe they were speak-ing, also in the interests of the State of Delaware.
In general, there is a great deal of interest being expressed and, inperhaps anticipation of a question from someone else, I think I shouldalso say that I asked Secretary Morton for policy direction on this. Heresponded saying that if they did meet the criteria, that he was veryinterested in giving consideration to designating any of these areas asa region. I have expressed concern that perhaps regionalism as a con-cept should need perhaps a few broader criteria that would enable usto not be quite as restrictive in common need or common interest areas.As an example, as you know, I am from California and have beenin State government there for the past 3 years. In that particularState, you have three very distinct geographic common interest areas,but I would hate to see anyone attempt to mandate a program thatwould be all encompassing for the State.
Mr. ROE. Would the gentlewoman yield on that point.
Ms. ABZUG. Yes.
Mr. ROE. There is a very succinct advantage under the law as it re-lates to the regional commission aspect. We are talking about separatefunding, we are talking, in fact, about supplemental grants and soforth which inures to those regional commissions. You cannot putAlaska in the same relationship geographically that you would putsome of the other States that are already combined, nor than you
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could place the State of New York or New Jersey. New Jersey. for
example, is the most urban State in the Nation, barring none. There
is no special reason for penalizing seven or eight of the major States
of the Nation because they cannot participate from the point of view
of joining with multiple States for eligibility.
Although we are contiguous of New York, look at the size of New

York. Why should it not be that New York State should have its
own economic development program? It is not comingled with other
States anymore than California would be.
There are three succinct areas in California that you cannot compare

with any other State—no affront to the people of other States.
I think what we are looking for is a very definitive infrastructure.

The States of New Jersey and New York do not necessarily have
common problems, other than being located in the lower part of the
Delaware River, to require that they join together as an economic de-
velopment district in order to be eligible to participate. That is what
I am trying to point out.
We ought to have some response back as to succinctly what the

Secretary and/or administration would feel toward these huge urban
States who have singularly different problems, being entities unto
themselves as a regional commission or a commission per se.
Mr. CHAMBERS. Mr. Chairman, I will assure that I would do my

best to get policy on that point committed to writing, to be able to
transmit it.
I think that several of my predecessors have failed miserably, and

all I can tell you is that I will do my level best to get it to you. I would
express a personal opinion, however, that I concur completely with
what you are pointing out as being a very difficult problem. If the
wording in the statute was such that they were capabilities to attack
problems on other than State boundaries or political boundaries, I
think it could be a major factor. Further, I would like to venture a
personal opinion that I raised with the Appalachia and with several
members of both the commissions comprised of Southern Governors,
that to the best of my knowledge, it is not the intent of Congress to
limit any State or a portion of a State to participation in only a single
purpose region.
The State of Georgia has raised the question, and I hope that I have

given them the correct advice on the intent of Congress, that if they
care to extend their boundaries of their commission area to include
their whole State, even though it might overlap areas of Appalachia,
they could utilize title V money for whole State planning providing
they did not provide supplemental grants into this double-shaded
or overlapping area.

Because, as I view the program of regional or multistate integrated
approach to problems. you cannot stop at a political boundary or an
arbitrary geographically designated boundary, but you must, in fact,
look at the common interest of the people involved.
Ms. ABZUG. Thank you.
Mr. ROE. Are there any other questions? Mr. Howe.
Mr. HOWE. Mr. Chairman. Mr. Chambers, I enjoyed your comments

about your visit with the Appalachian Committee and I .would be
interested to know what your reaction to that program is in your brief
encounter with it.

63-186-76-4
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Mr. CHAMBERS. Thank you, Mr. Howe, for your confidence that I
could in truth interpret the Appalachia program in my short ex-
posure to it.
I am having enough trouble with the title V regions without either

being knowledgeable, or in a position to observe any shortcoming or
benefits 
Mr. HOWE. Let me ask you this 
Mr. CHAMBERS. May I? I had to be sure that I qualified my answer

as a personal opinion, rather than out of knowledge. I looked at the
Appalachia Commission and the program that they have had going
now for roughly 13 years. I view it as certainly being the forerunner
and the model of the regional experiment, the demonstration project
for regional approaches. Hopefully we are all smart enough to learn
by both their successes and shortcomings as the title V program is
either implemented or modified in the wisdom of Congress.
Perhaps the reporting structures to the administration enjoyed by

the Appalachian Commission can be viewed as being a part of the
reason for their record.
Mr. HOWE. You mean the fact that they are an independent agency

and do not report to any Government department?
Mr. CHAMBERS. Yes, I would pick up on your description of them.
I was wondering how I was going to get around that corner. I do

feel that within any administrative branch of Government or orga-
nization of any administration, a very strong spokesman at the Cab-
inet level is a vital part of success, and I would hope that in analyz-
ing the total program, that this committee would realize the shortcom-
ings of the very awkward reporting structure that the title V Com-
missions have. I believe that Cabinet level representation to carry out
both the intent of Congress within the shortcomings of funding avail-
able is vitally necessary for success. In that same light, I do not know
whether I could compare the funding levels available to the 13 States
within the Appalachian Commission, wherein they started out from
around zero and have been building on practically virgin territory,
and the title V Commissions, that have been picking up in established
and more—relatively more urban areas, when compared to Appala-
chia—I do not believe you really are comparina

b 
comparable programs.

Mr. HOWE. Yes. Well, I agree with you. I do not think that we are.
That is part of why I am a little disturbed that the Appalachian

program has, I think, given substantial preference over the title V
programs in the past, and as you heard from other members of the
committee, perhaps not enough attention has been directed to develop
problems in urban areas as well, but be that as it may, let me ask
you this:
If you see any advantage of the title V commissions receiving ex-

panded program authority, such as Appalachia has, some of which
is alluded to in the Senate amendment to our bill, our Appalachia bill,
would you comment on your statement?
Do you see some advantages to the title V commission's eventually

having expanded program authority to accomplish what you believe
ithey ought to do n your statement?

Mr. CHAMBERS. You provided me with the word that I needed when
you say "eventually," sir.
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There are obvious advantages to comparable program authorities
in regional acts of any type. I would not be comfortable with making
a policy statement on whether they should be put into title V at this
point, because I believe administration is on record being opposed to
the increasqd authority within the funding levels available. It is pre-
mature to add that to the other authorities currently existing in title V.
I also believe, and I attempted to bring it out in my testimony, that

they have this permissive authority right now in every respect, except
the new -verbage in 4073, which mandates a transportation program,
whereas everything else is permissive and I would hope that this could
be modified to also make this a permissive authority granted to the
Governors in those regions.
Mr. HOWE. Let me ask you a question about that.
In the Senate amendment, they take up some proposal for moving

alonc, energy projects in the title V areas, and they talk about the
strategy for regionwide strategy. They call it for anticipating and
planning for the economic and environmental impact of the energy
crisis in the region in shaping, implementing ongoing activities so as
to better meet these impacts.
Is it not true that all the tools that the title V commissions have at

the present time to do that are the technical assistance grants which
they can make and the supplemental grants programs which they are
able to make supplementing basic Federal grants that other agencies
have to initially make in order for them to make a thrust in really
answering those kinds of energy impacted needs.
Mr. CHAMBERS. It is my belief that you are correct.
Let me confer with the staff a moment. I am not sure.
I think they are limited to- the technical assistance grants and the

demonstration authority that they can provide.
However, I would add the caveat that within the size of their staff;

they only have seven people who are on the Federal side of each of
these commissions, that I would hope that we do not suddenly get into
so many large programs and further expansion of authorizations that
we would not be able to implement them to the best advantage of the
tax dollar being expended.
Mr. HOWE. I concur in that.
I am glad to hear that you do agree that there is some. Although

there is some area for present operation, it is on a very limited basis,
the demonstration project, technical assistance, supplemental grants.
What I would hope would be that the title V commissions might be

able to have the same authority that Appalachia presently has to be
able upon seeing the need for a transportation program or for an
energy impacted area that needed assistance, to be able to have the
authority, to be able to make those grants directly to them in addition
to perhaps leverage power with other agencies that may have funds to
access. I would hope that that might be incorporated as far 
Mr. CHAMBERS. The logic would certainly say that it would be of

great assistance. The combined implications of the various portions
of that amendment leave the administration in an opposed position,
and therefore, for me to dissect it at this table, I do not think would
be particularly feasible.
Mr. HOWE. Let me ask you one other question.
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You mentioned the personnel in the commission. How many em-
ployees can each Federal office have for each regional commission?
Mr. CHAMBERS. At the present time, the Federal staff is limited to

seven including the cochairman, for a total of 49, and the remaining
12 are in my office in Commerce to coordinate and handle the adminis-
trative functions of the budget and this type of thing.
One of the difficulties in that same area, I might add from an admin-

istrative standpoint, and again it is a personal opinion, but it is very
difficult to insure that the maximum utilization of manpower 'available
is being equally and equitably exercised, when all commissions have
exactly the same number.
The States themselves, of course, can augment the commission side,

but it is very difficult to handle a Federal personnel program when
there is no line of authority to the Secretary of Commerce for these
49 people.
Mr. HOWE. Are there limitations on the number of staff people that

each regional commission may have at the present time?
Mr. CHAMBERS. On the Federal side?
Mr. HOWE. On to the commission side, the Federal-State commis-

sion staff.
Mr. CHAMBERS. No, sir.
Mr. HOWE. How many people does the Four Corners Regional

Commission have, do you know?
Mr. CHAMBERS. I may have that in material here. Federal Cochair-

man Warner is here. We could ask him that.
Mr. WOMER. Eleven.
Mr. CHAMBERS. Eleven on the Commission side.
Mr. HOWE. Are they located at the Commission headquarters in

Farmington?
Mr. CHAMBERS. They are in the field. I do not know that they are all

in the Commission headquarters.
Mr. HOWE. Do we have more than one office for this Commission?
Mr. CHAMBERS. Remember, sir, that the prerogatives are up to the

cochairman, and not to my office, I believe that is the way Mr. Womer
utilizes them, all in Farmington.
Mr. HOWE. Do we have those 11 people working directly on the pro-

gram of the Four Corners Regional Commission, or would they be
diverted to other types of projects that may be now originating else-
where?
Mr. CHAMBERS. We could get a positive answer from Mr. Womer on

the Four Corners area, but in general, looking at other staffs, I think
that it is a fair Assumption to say that yes, they are utilized wholly
for the Commission with the one exception in the current excess prop-
erty program. There are experts at State levels who are being utilized
in a possible dual function, rather than start over from ground zero
training a new property officer.
So, on the State side, in the Coastal Plains States as an example,

there is possibility that they might be wearing two hats.
Mr. HOWE. They have some State funding as well?
Mr. CHAMBERS. Yes, sir.
Mr. HOWE. Let me ask you about that surplus property program.
I have had some contact with some people in that program who

feel that it is somewhat overlapping and duplicative of the surplus
property program that has operated in each of the States.
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Do you have any comments on that, or any feel about that in the
short time you have observed it?
Mr. CHAMBERS. Yes, sir, I have looked at that perhaps more closely

than any other function of this program because it is both a current
and difficult area to administer. I think potentially it can serve the
economic development of a region to great advantage. However, there
are shortcomings in that program in that the Commission staffs and
the cochairman as the highest ranking Federal officer in the particular
region, ranks with other Federal agencies in the screening process of
material as it becomes available or as it is declared excess.
The result is sort of a mixed bag of opinions as to whether they

should be skimming off the top, or whether they should be working
at a sub-Federal level in acquiring property for particular usage.
There are so many people desirous of utilizing excess property that

you sometimes, run afoul with not only States' priorities but also
with the criteria that are mandated on this program, and I would have
to say that the jury is still out, as far as I am concerned, as to whether
it truly does belong in this program or not. It could be duplicative.
Mr. HOWE. Let me indicate to you that the program in the Four

Corners Regional Commission I think is working equitably between
the States.
I think the record shows that the States of Arizona and New Mexico

have primarily received all of the assistance through their program.
The State of L tah that I share in the representation of in the Congress,
have received nothing out of the surplus property program and mil-
lions of dollars have gone to the other States.
So, I would appreciate if you would look into the equities provision

of that program and its lidministration and that Commission.
Mr. CHAMBERS. I, of course, will look into it for you, sir, and will

certainly get back to you. However, it is my understanding of the in-
tent of this act that there was no mandate for equitable distribution,
that it was to meet the needs as identified by the individual staffs of
the Governors involved, and too often the staffs of the Governors in-
volved have opted not to become involved.
So, in defense of the manner in which it is being done, I could not

agree. Four Corners is one of my outstanding examples of good ad-
ministration of this program. So, you catch me somewhat amazed.
Mr. ROE. We will recess for 15 minutes while the Members vote.

They are on the second quorum call.
If you will keep yourself available, Mr. Chambers, when we recon-

vene we will have additional questions.
[Short recess.]
Mr. ROE. The hearings will reconvene. When we recessed to vote

we were in the midst of questioning Mr. Chambers.
Mr. HOWE. Mr. Chambers, knowing that other Members may want

to ask more questions, I don't want to take more of the committee's
time for my own questions, except to ask if you could provide for
us some information. I am particularly interested in the operation
of the Four Corners Regional Commission, that includes part of the
State of Utah that I represent, and I would like to have a listing
of the personnel of the Commission, their present assignments—that
is, titles, salary levels, and also a listing of projects funded by the
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Commission in that State, so that we could reflect upon them and
look at what the performance of the Commission has been.
Mr. CHAMBERS. Mr. Howe, I assume that you are still talking about

the Federal side?
Mr. HOVVE. No I am talking about the total Regional Commission,

and I would appreciate also the Federal side, as a separate part.
Mr. CHAMBERS. We will give the full array, and in response to a

question that you raised a few minutes ago, I have had an opportunity
to quickly review and am of the opinion that the reason Utah has
not been more involved in the excess property has been at the direct
suggestion of the Governor, rather than any shortcoming of the staff
of the Four Corners Commission.
Mr. HOWE. Well, I understand, Mr. Chambers, in response to that,

that the Governor was objecting to some of the restrictions, or re-
quirements imposed by the Office of the Federal Cochairman on the
State, or requirements imposed by the—or the participation in the
program, which I think the State felt was unreasonable.
Mr. CHAMBERS. I see, sir fine. We will certainly do our very best

for you.
Mr. ROE. With no objection, so ordered.
Mr. HOWE. Thank you.
[The following was received for the record.]

FOUR CORNERS REGIONAL COMMISSION FEDERAL AND COMMISSION STAFFING
PATTERNS AND SUMMARY OF TECHNICAL ASSISTANCE AND SUPPLEMENTAL
GRANT FOR FISCAL YEAR 1974 AND 1975

STAFF—FOUR CORNERS REGIONAL COMMISSION

Office of the Federal Cochariman, Washington, D.C.

Stanley Womer : Federal Cochairman 
Norris C. Ellertson : Regional program coordinator 
F. Kay Fronk: Grants management specialist 

$38, 000
36, 000
19,078

Ruth A. Calhoun: Budget and fiscal analyst 17, 545
Isolde S. Mayes: Private secretary to the Federal Cochairman 13, 968

Albuquerque, N. Mex.

Arch L. Penrod: Excess property officer 28, 993
Gladys L. Fowler: Excess property clerk 12, 626

Commission Office, Farmington, N. Mex.

Carl A. Larson: Executive director 34, 695
Quincy C. Cornelius: Construction management officer 26, 695
Bosko Krivokapich : Technical assistance coordinator 26, 695
Keith M. Dotson: State and district coordinator • 24, 251
Londa Gilbreath: Executive secretary 8, 783
Mary West: Administration. assistant  9, 513
Liova Valencia: Computer terminal operator, secretary 6, 992
Bonnie Morris: Secretary, receptionist, mail clerk 6, 604
Estelle Munn: Contract officer 7, 852
Nancy Turner: Supplemental grant coordinator. secretary 6, 604
Maryln Clement: Clerk typist 5, 682
Gail Freeman: Clerk typist 6,216
Constance Simpson: Clerk typist (Albuquerque office) 6, 762
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Mr. ROE. Mr. Oberstar.
Mr, OBERSTAR. Thank you, Mr. Chairman.
One of the concerns those of us who support the regional commis-

sion program have had is the status of these commissions within the
Department of Commerce.
There have been—at least there has been—some consideration given

over a period of years to setting up the regional title V commissions
in a status similar to that of Appalachia.
Could you comment on that?
Mr. CHAMBERS. Yes, sir, I'll be glad to comment on it. I must of

course preface it with the caveat that there have been many opinions
expressed, both within the Department of Commerce, at their budget
level and personnel level, and further opinions expressed at the Office
of Management and Budget level on the reporting structure and the
number of personnel involved.
Unfortunately—and this is, again my personal opinion—a great

deal of the misunderstanding and lack of appreciation for the poten-
tial in regional commissions must come back and rest with the wording
of the statute, in that they do not provide a direct line authority over
Federal personnel to the Secretary of Commerce or to any other
Cabinet officer.
It has been my experience in several levels of Government that unless

there is a direct line of authority so that you can speak with assur-
ance that your policies can be carried out, that the staffs usually resort
to inactivity or ignoring them rather than run unnecessary risks.
Now, I would judge, in retrospect of the Commission programs to

date, that you saw this in the Commission program. We started out
with two, raised it to five, and now to seven; they are in various stages
of sophisticated growth, and there is a great parallel between the
cooperation the Secretary of Commerce receives from those commis-
sions, depending upon their maturity—the more mature they become,
the easier, it is to comply with the requests that are submitted and
the necessity for reports that are to be submitted.
I have felt very strongly that my office could and possibly should be

criticized because we were not able to provide immediate access to in-
formation on effective evaluation of programs. Yet we have no au-
thority to even request, much less mandate, the submission of that
type of an evaluation; it has to be done strictly on a "PR," or a per-
sonal salesmanship campaign.
So in the relationship of the Appalachia line authority, in which

they do not answer to a Cabinet administrative officer, such as Mr.
Morton, I can only say that if they were to create such a title V struc-
ture, and put all regional programs into one similar package, that I
would personally urge that there still be a Cabinet officer assigned to
represent that group of people, whether through my office or any-
body else's is immaterial, but administratively, I don't believe it will
work without it.
Mr. OBERSTAR. Well, Appalachia is in the Executive Office of the

President, and there were proposals, in years past, to establish the
title V commissions in a similar capacity within the Executive Office
of the President, and reporting directly to the President.
Is it administration policy to favor that or to oppose that approach?
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Air. CHAMBERS. I have never seen it in writing, but I am quite con-
fident that the policy would be in opposition, because you cannot nave
-that many people reporting directly to the President.
Mr. OBERSTAR. Second, within the Department of Commerce, would

you favor a proposal that would establish—
Let me rephrase the question.
Would it be administration policy to favor establishment of a sepa-

rate Under Secretary for Economic Development—regional economic
development coordination?
Mr. CHAMBERS. I don't know that I am, again, qualified to answer

that, because in a sense the Secretary keeps a very close tab on that,
and my authority 
Mr. OBERSTAR. Do you mean to tell me that the Secretary—that the

Federal cochairmen have access to the Secretary of Commerce when
they need him?
Mr. CHAMBERS. Since I have been here, yes, sir. We have met with the

Secretary, and I am personally on his staff.
Mr. OBERSTAR. ICS the first time in years 
Mr. CHAMBERS. I think you would find, in checking with the cochair-

men that there is a new ball game.
OBERSTAR. Then it seems to vary from Secretary to Secretary, so

it would seem to me that then, to assure the kind of cooperation and
coordination, we ought to formalize that structure.
Mr. CHAMBERS. To the best of my knowledge, it is formalized. If

you were referring to formalizing it through answering directly to the
President, I think that it's impractical..
If you were to say that the cochairmen did in fact answer to the

Secretary of Commerce for direct line command and removed all of
those hazy, fuzzy words that are in the present act, I think that you
would be doing the whole program a tremendous service, because there
is no way of interpreting the intent of Congress on this act.

- Mr. OBERSTAR. Alright, so that you don't think we—we don't need
to have another Under Secretary you don't think it is effective to
establish the regional commissions in a separate status within the
Executive Office of the President.
You would favor clearing the lines of communication between the

Governors and the Federal cochairmen with the Secretary?
Mr. CHAMBERS. No, sir. I would feel that you would best serve the

intent of this act to draw the line at the level of the Federal cochairmen
to the Secretary, because, I would hate to see any wording that would
imply that the Secretary of Commerce had jurisdiction over an elected
authority such as a Governor. Now, I am still wearing a State hat, and
I would defend that to my last breath. You cannot make it effective in
that respect.
Second, I don't feel that it is a practical administrative structure

to create too many chiefs, and the Federal cochairmen, in their rela-
tionship with the Governors, should be reporting to the highest pos-
sible level, so let's not introduce another level in between, whether it
be under secretaries or anything else.
I am there more or less as the deputy to the Secretary for this pro-

gram, to implement and make sure that it is responsive to both his
needs and yours, but there should not be someone in my shoes with
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line authority over the cochairmen, if that is the answer to the ques-
tion you asked.
Mr. OBERSTAR. You are giving me the answers I am looking for.
The other body did some maneuvers in their recently enacted, or

recently passed legislation, which would tie title V commissions with
Appalachia in some way that I don't fully understand. I assume you
have reviewed that. I would like to have your position and the posi-
tion of the administration on the Senate-passed bill.
Mr. CHAMBERS. I was hoping you wouldn't ask that, Mr. Oberstar,

but I'll do my best to answer it.
The administration has, in fact, or is in the process, of taking the

position of being in opposition to 4073, and I don't believe that I
could again dissect it and say specifically what the objectionable fac-
tors are, because there are a great many things that make very good
sense and are very logical.
I have recommended some cosmetic modifications of language that

would remove a great many of these objections. However, inasmuch
as we were asked to come here to testify on different bills, and I brought
that one in as a supportive argument for the extension I feel that the
greatest advantage would be to allow us to—may I rephrase that, and
say—allow me in my capacity within the Department, to do my best to
clarify the evaluation and programs of the existing Public Works Act,
and work out some of the areas such as we were just discussing in
reporting structures, without making a massive shift at this time into
any new and relatively untried sector, similar to the Appalachian Act.
I think it is a little premature, but I would be also the first to admit

on a personal basis that I think that it is inevitable that ultimately
grouping of such an alinement of regional programs of multistate or
those crossing State boundaries is a logical approach, and to allow
EDA-type substate programs to remain as an EDA program, and
somehow straddle that picket fence where the two overlap.
Mr. ROE. Would the gentleman yield on that'?
Mr. OBERSTAR. I yield, Mr. Chairman.
Mr. ROE. It seems to me that, looking over the history and the testi-

mony that has been held before us on a number of previous occasions,
that the Governors of the title V regions where I believe there are 33
States represented; that sticks in my mind 
Mr. CHAMBERS. Thirty-one, sir.
Mr. ROE. The Governors most vociferously supported their States

being tacked on to Appalachia, and that puzzles me a little bit, be-
cause that is kind of like throwing away the baby with the bath water,
in my honest opinion.
Mr. CHAMBERS. Again, Mr. Chairman, with a lack of reporting

structure that I can review, I am second-guessing the Governors in why
they took that position, but playing the role: "If I were King," I would
certainly be more tempted to aline myself with something as well
funded as Appalachia has been, recognizing that title V has not en-
joyed the best track record in the world.
Mr. ROE. Well, that is a very honest and objective approach, and I

appreciate it, but the fact remains, we can't quarrel with the title V's
as they try to get themselves tacked on to legislation that has been
well funded.
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That is the same parallel situation that exists with the seven urban
States; they're out on the outside looking in, where half the population
lives 
Mr. CHAMBERS. Mr. Chairman--
Mr. ROE. Let me finish.
It seems to me—how does that saying go? "I thought I heard what I

thought you said." It just does not seem right to me that States or other
political subdivisions should have to play the devil's advocate and try
to gravitate to where they are going to get help, because I think if the
title V's are pulled out of this legislation, from my personal point of
view, it is going to materially weaken the EDA structure, and it is
going to materially weaken their opportunities.
They are going to need the title V authorizations funded.
Now my question: Do you see anything illogical about the idea that

Mr. Oberstar's line of questioning is pursuing, that we beef up and re-
write the language so that the title V people would be achieving, in
the main, that which they would be achieving if they were tacked onto
Appalachian under the EDA law.
Mr. CHAMBERS. Mr- Roe, I would be less than honest, if I did not

up the funding aspects, and this is not an area that I can speak
for the administration on with any authority, so I must recognize the
old Navy term of "rocks and shoals," and say that I would not want
to be accused possibly of being out of step with the administration 
Mr. ROE. I don't want to place you in that position, but there is an

illogical point here. If the administration's point of view centers
around funding, I respect and understand it. If we take the 31 States
that are tacked on now, in part, under Appalachian, then we in effect
are saying that both pieces of legislation would be a danger. Let's let
it go at that.
So there is no logic whatever as to what end we achieve if we botch

up the title V's by placing them under the Appalachian sections of the
bill when the don't belong there in the first place and the only reason
they are there is because there was no other way they could get any
substantive funding or substantive help.
Mr. CHAMBERS. I would comment on that remark, sir, in that I don't

think you ended with a question mark, so I would just like to respond.
Mr. ROE. It was mean to be rhetorical.
Mr. CHAMBERS. I just wanted to make sure; sometimes those things

don't come through in the transcript.
I feel there is a tremendous opportunity for the whole regional pro-

gram if diversionary funding from other areas can be identified and
ma-de available to the Commissions of Governors as discretionary
methods of carrying out the intent of Congress, as for example, title X.
Mr. Mizell is gone, and I would not want to be accused of raiding his

programs the minute he left the room; therefore I am only parroting
the remarks I hear from the Governors as to why this cannot be done.
If in fact the intent of title X is to put people to work, isn't it a more
logical assumption to provide block grants making funding available
to Commissions of Governors, so as to create jobs at a lesser level than
the Federal Government in Washington?
I would hate to be placed, with the staff I have available, in a posi-

tion of doing what EDA is doing very well, in reviewing these massive
grants, but even among our commissions, in the initial title X program,
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we processed 179 projects, for a total of a little over $16 million, and in
the current program, we ended up with requests for 811 proposals for
a total of $131 million, now under consideration, and are in contention
with other Federal agencies.
Mr. HAMMERSCITIVIIDT. Would you yield, Mr. Chairman?
I was just going to ask the cost per job.
Mr. ROE. Certainly.
Mr. CHAMBERS. Cost per job? In the first go-round, the common

program created a little over 1,500 jobs-1,548 we have identified, with
a total of perhaps 3,400 total available jobs—as the projects are brought
into full flower.
Mr. OBERSTAR. That is all very interesting information, but it is a

little—I would like to get back on the track that we were on before, and
since you expressed some interest in the suggestion of a cleaner and
more direct line of communication, I would like to request that you
submit for the committee's consideration language that would amend
the present act to accomplish that objective, without necessarily com-
mitting the Department or the administration to that position.
Because you would just be providing a drafting service to the com-

mittee or to me personally. This implies no administration position;
I think it would help us if you could have people do that for us.
Mr. CHAMBERS. I will be happy to attempt to do that, sir, but you

realize it will also meet with opposition from seven Commission co-
aairmen, who now 
Mr. OBERSTAR. Well, that is not of concern to you or to me.
Mr. CHAMBERS. I just want to be sure that you realize that you now

will have eight opinions.
Mr. OBERSTAR. That is a different subject. I would like to have your

language; that is all I asked for.'
Where do we stand with the State investment plans that are required

under the regional commission program? Have all States submitted
them to their respective commissions, or are some lagging? Could you
give me an idea?
Mr. CHAMBERS. I would like to defer to Mr. Milner on that area.
Mr. MILNER. Yes, sir. I believe they are all in.
In most cases, it is a recurring sort of process; each year the regional

commission makes a grant to its member States for the State invest-
ment planning process. It becomes part of the commission procedure,
developing its priorities and budgets for the year.
Mr. 'CHAMBERS. One other point, Mr. Oberstar, if I might, and that is

that, again both with respect to those programs and the approval of
economic development plans, there seems to be a concept sometimes
that once a plan is developed, that is a fixed document on the shelf,
and I view them as a working document that gets massaged almost
daily.
Mr. OBERSTAR. They should be dynamic, rather than static pieces

of material.
I assume, based on what you have said—just reading between the

lines—that the administration and the Department of Commerce have
backed away from the former Vice President's proposal of some years
ago for full State commissions? That is, commissions that would pro-
vide not only planning, but also supplemental grant assistance avail-
able on a statewide basis?
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Mr. CHAMBERS. In California, as an example, I was mandated by the
Governor to attempt to implement that total program, and I worked
long and hard on it. One of the basic criteria there was the necessity
for a recognized, uniform plan within the individual States that
could be used as a building block. This was extremely difficult to im-
plement in a large State.
Whether the administration has backed off from that plan at this

point, I cannot say, but I do know that Secretary Morton, in his admo-
nition to me in taking on this program made it very clear that we
were to be responsive to the needs of the Governors, not to be responsive
to any particular bias that I might have.
Mr. ROE. I will ask the gentleman to yield at that point and we will

recess for another vote.[Short recess.]
Mr. ROE. We are hearing from Mr. Terry Chambers Special Assist-

ant to the Secretary for Economic Coordination, and Mr. Oberstar was
speaking.
Mr. OBERSTAR. Thank you, Mr. Chairman.
Mr. Chambers, some years back, a moratorium was imposed by the

Department of Commerce on addition of counties to the various re-
crional commission boundaries.
Does that moratorium remain in place, and what is your attitude

on lifting it? And what is the administration's position?
Mr. CHAMBERS. The Secretary has instructed me that should there

be unanimous request from any of the commissions of the Governors,
for a change in either regional boundaries or inclusion of additional
areas, that they would certainly examine it on the basis of the criteria
and he would look at it favorably.
I have so informed all of the commissions.
Mr. OBERSTAR. Unanimous request of the Governors?
Mr. CHAMBERS. It requires a unanimous request, I believe, by the

act.
Mr. OBERSTAR. Alright. That is a very significant change.
Mr. CHAMBERS. Which, if I am wrong, could probably change again.
Mr. OBERSTAR. Well, it is a very significant change, and it is the

first break in that policy that I have heard.
Mr. CHAMBERS. I have conveyed this message to all of the Com-

missions.
Mr. OBERSTAR. That is excellent.
The Senate's bill makes some changes, or a change, I should say,

in the funding of title V Commission, and there are in the Senate
proposal four criteria.
Have you reviewed those, and what is your reaction? What would

be the administration's position on this, on these changes?
Mr. CHAMBERS. I assume that bv "the Senate's bill" you are referring

to 4073, not the appropriations bill?
Mr. OBERSTAR. 4073, whichever one that is.
Mr. CHAMBERS. Right; the Appalachian Act.
Mr. OBERSTAR. Right.
Mr. CHAMBERS. The administration's position on the authorization

level, I believe, will reflect that a level of authorization of $150 million
is more than adequate in light of the levels of allocation that have
been made available to the program.
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It is my personal opinion, as an implementer of the program, that
it serves no particular purpose to raise the hopes of the various Com-
missions by steadily escalating levels of authorization if we can not
find offsetting program dollars within the actual funds available under
the President's budget to be allocated to this program.
Mr. OBERSTAR. That relates to the level of funding.
What about the allocation formulae that are established in the

Senate language?
Mr. CITA1VIBERS. Earlier in the testimony, in my statement, I com-

mented on the necessity of—not the necessity, but the desirability of a
formula guidance, but that I hated to see the formula locked into the
Congressional Act, because of the changes in the numbers of com-
missions, or the territories involved, or the other aspects that are
bound to come up that would require modification.
Mr. OBERSTAR. Finally, you say that:
The time period which enactment of H.R. 9398 would permit should be used

to more fully assess the mission and accomplishments of the Regional Com-
missions.

I was just astonished by that statement, frankly. I think it is un-
necessary, I think that if the Department has not by this time evaluated
the development plans for the title 5 Commission to have completed
their plans, then it is sadly lacking in its mission, and I think that
any more delay in fully implementing these commissions is simply—
just can not be tolerated.
This Upper Great Lakes Regional Commission has had a 5-year

development plan, completed, submitted, reviewed, and if the Depart-
ment does not know now what is in that plan, then 3 more years—
it isn't going to learn.
Mr. CHAMBERS. Undoubtedly my choice of words was wrong, and

led you to a mistaken impression, sir.
When the plan was submitted, it was reviewed by Commerce and

also by several other departments and agencies. It was submitted to
the President and to the Congress. We are very cognizant of all the
features in it.
The wording of the act, again, does not provide any ongoing

monitoring of the effectiveness of those programs and I would perceive
this as one of its major shortcomings. I would hope to seek guidance,
not only from this committee but from Congress, as to methods
whereby the effect of Federal dollars could be monitored.
Mr. OBERSTAR. Who monitors Appalachia?
Mr. CHAMBERS. I don't know, sir. I really don't. As I said, my ex-

posure to Appalachia has been superficial and social.
Mr. OBERSTAR. Thank you, Mr. Chairman. I think we have covered

the ground.
Mr. ROE. We thank you very much, Mr. Secretary, for your coop-

eration and splendid testimony.
Mr. CHAMBERS. Thank you very much I appreciate the chance to

come and I hope that I have the opportunity to come back, because I
am firmly and completely behind this program and hope that it can
be implemented within the framework of the intent of this committee
and Congress, and also can be made so cosmetically acceptable to the
administration, so we can prove it will work.
Mr. ROE. Thank you.
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Our next witness is Hon. Joseph Hoffman, New Jersey commis-
sioner for the Department of Labor and Industry.
We welcome Mr. Hoffman of the great sovereign State of New

Jersey.
If you will go ahead, Joe, and start right in with your testimony,

we will proceed.

TESTIMONY OF JOSEPH A. HOFFMAN, COMMISSIONER, NEW JERSEY
DEPARTMENT OF LABOR AND INDUSTRY

)• Ir. HOFFMAN. Thank you, Mr. Chairman.
I would like to read a very brief statement and, with your indul-

gence, perhaps make a few observations from the—what I call the
"frontlines".
The opportunity which this committee has to take a fresh look at

Federal economic development programs is of profound importance,
for the Nation may be entering a new period of economic uncertainty
unparalleled in the 20th century.
This new era may be marked by persistent, prolonged recession. We

may no longer be able to assume that our Nation's economic activity is
cyclical. Just a decade ago, Government economists announced that
our labor force remained jobless. For the next decade, Government
economists may be forced to accept an unemployment rate twice as
high as a sign that our economy has returned to full employment
levels. .
New Jersey's experience may illustrate this point. We suffered se-

vere hardship during the 1967-69 national recession, but when the
Nation recovered in the early 1970's, New Jersey lagged far behind.
Some 200,000 jobs lost during that recession were never renl aced in
the subsequent upturn, thereby swelling New Jersey's pool of workers
who face permanent joblessness.
When a new recession hit the Nation last year, pushing the na-

tional unemployment rate above 8 percent, New Jersey's rate of
unemployment skyrocketed to 13 percent.
No doubt, administration economists will declare the Nation's reces-

sion over when the U.S. unemployment rate drops back to 6 percent.
But when that day arrives, New Jersey—and dozens of other States—
will still have levels of double-digit unemployment that are wholly
inconsistent with my notions of recovery and full employment.
The failure of the Nation in general, and industrial States in par-

ticular", to recover from recessions, may be traced primarily to inade-
quate public and private capital investment in the means of production.
Antiquated factories are not being rebuilt; modern machinery is not
being acquired at an acceptable pace.
Investments in infrastructure, such as roads, sewers. port facilities.

and improvements to blighted land, are lagging far behind the employ-
ment needs of our people.
In short, Mr. Chairman. I am sup,-2,-estinv.; that recession may be a way

of life for many of our industrial States for many years to come unless
and until we devise programs to stimulate massive new capital invest-
ment.
Let me emphasize the magnitude of this challenge. In my State alone,

in order to reduce our unemployment rate just to the national Tate of
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8 percent, would require capital spending in new business facilities,
equipment, and infrastructures on the order of $4 billion.
Your hearings, therefore, are most timely, and your decisions are

most important to the national interest.
Let me offer several recommendations to this committee which I

believe are responsive to the problems I have discussed.
First, I believe that Congress must redirect its spending priorities

away from massive but short-term, income-maintenance programs
such as CETA and extended unemployment insurance benefits, in
favor of more substantial capital investment in the means of produc-
tion. Our people need jobs, not Federal wage substitutions.
You will be disappointed, I predict, if you assume that private

capital markets will meet the challenge of rebuilding this Nation's
economy. In this new era of prolonged stagnation, the Federal Gov-
ernment must assume a new responsibility for capital formation and
investment.
My second recommendation is that you designate the U.S. Economic

Development Administration as the chosen instrument for national
job development, and that you provide this Agency with the mandate,
the tenure, the legal tools—and above all, the appropriations—ade-
quate to carry out this new mission.
My third recommendation is that you provide EDA with a specific

mandate to rebuild and revitalize America's industrial areas. As you
know, Mr. Chairman, Congress historically has given priority to
rural economic development needs, and has responded to the needs of
our industrialized States only as an afterthought. This imbalance
must be redressed by the Congress.
My fourth recommendation is that, as you reshape the mission of

this Agency, you write into the law provisions for comprehensive
redevelopment assistance, and reject the traditional approach of cate-
gorical aid, multiplicity of titles, and restrictive terms and conditions.
The States and their political subdivisions stand ready to join with

EDA_ in a partnership for redevelopment, but only if the Agency is
equipped by this Congress to respond to our redevelopment needs
flexibly, quickly, and on a comprehensive basis.
Some of our cities need massive public works; others require broad

loan assistance for private rehabilitation. Many jurisdictions can pro-
vide matching funds in substantial amounts; others, which have been
ravaged by this recession, cannot. We need economic development
legislation that can respond to each of these needs and respond quickly.

''"Let me add, Mr. Chairman, that your own $5 billion comprehensive
public works legislation goes far toward achieving this objective, and
I am in complete support of this measure.
My fifth and final recommendation is that, as you rewrite the broad

mission of this Agency, that you not neglect to provide EDA with
expanded administrative capabilities. A principal reason for the frus-
trating delays in obtaining EDA assistance today is the inadequate
administrative budget given this Agency by Congress. The Agency's
regional offices should be expanded substantially so that decision-
making within the Agency can be decentralized. Congress should also
provide for expanded administrative activities by the Agency within
each of the 50 States. Such changes will reduce the time needed to
deliver assistance to our depressed areas.
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Mr. Chairman, let me conclude by expressing on behalf of our de-
partment and the people of our State a deep appreciation for the tire-
less efforts you and your committee are making to create employment
and economic security for our people.
Mr. ROE. Thank you, Commissioner, for that splendid statement.

You said you had some other comments you wished to make?
Mr. HOFFMAN. Just if I may embellish on those comments, Mr.

Chairman. Contrary to what seems to be the popular party line today,
the very tentative economic indicators which some people are telling
us show a rebound, I think don't show any such thing.
We have definitely stopped plummeting as an economy. We have not

rebounded, under any circumstances. If anything—well one of the
biggest employers over the last year were the State and local and Fed-
eral Governments. They are all cutting back.
The tentative increases in productivity that the indicators show

will easily be served by the existing labor force.
What you are really seeing today is a halt to the rise of unemploy-

ment, but there is absolutely no sign that there will be an increase in
employment, and to make this a short story, this recession is simply
not croinc, to end by itself.
The ()lily way it is going to end is with significant expenditure and

infusion of pump-priming moneys from the Federal Government, of
course, in partnership, I think, with State and local governments.
But I believe that you have been and are on the right track with

your public works bill, and I think that the people in this Congress
ought to realize that without that kind of a jolt to the economy, the
economy is not going to turn around, and that road back is going to be
agonizingly painful for the people of this country, particularly the
industrial States.
Mr. ROE. Let me ask you a question.
What is New Jersey's situation now as it relates to the unemploy-

ment compensation problem? Have you had to borrow money, too?
Mr. HOFFMAN. Yes. The unemployment compensation fund was

bankrupted in January of this year; we borrowed—we borrowed $250
million, just to get us through this year. Unquestionably, there will be
more borrowing; other States have borrowed more. Eleven States have
borrowed, so far, I know of 
Mr. ROE. Do you have a quantitative amount?
Mr. HOFFMAN. Off the top of my head, it is approximately a billion,

or will be very soon.
I know that Pennsylvania is on the verge of borrowing. I think New

York isn't too far away from borrowing.
We anticipate some 27 States will have borrowed on the unemploy-

ment compensation fund by the end of next year. Now, I know the
point you are getting at—the point I have been making.
Here not only in supporting State funds, but in the extended ben-

efits program, we are spending billions and billions of dollars today for
unemployment compensation, which is good—I am not criticizing
unemployment compensation; it is important to keep people's heads
Above water and I think it is a great hedge against depression.
But it certainly isn't a solution to our problem. The solution to the

problem is jobs, and the way to achieve jobs, I think, is to marry cap-
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ital investment and Federal public works with those areas that are
most depressed.
Until we do that, and do it with significant amounts of money, we

are going to be faced with this lagging employment picture for many
years to come.
Mr. ROE. You make a profound observation in your testimony vis-a-

vis the private sector, which is a popular connotation. "Let the private
sector do it." And you observe that in your judgment that is not going
to be workablp ?
Mr. HOFFMAN. I don't think there is enough private sector capital to

go around without at least—at least during this crisis—without sub-
'stantial Federal help, not only in terms of public works, but in terms
of loan guarantees and low-interest revenue bonding and the like.
I understand the concerns of Arthur Burns, and Treasurer Simon,

for the inflationary impact of spendings like these, but I think what, is
lacking is a balance. I think that these policies have to be selectively
utilized.
For instance, public works may not be very important in Dallas,

Tex.; they are damned important in Newark, because in one area you
have a 5-percent unemployment rate, and in another area you have a
25-percent unemployment rate.
To induce capital investment down into those decaying areas to

arrest suburban sprawl, you have to marry public—or, private enier-
prise with those cities

' 
and the way to do that, I think, is to sweeten the

pot, artificially with Federal money, public works programs, public
assistance programs, guaranteed loans such as we are using in our
State, and low-interest revenue bond financing.
I think you can strike a balance with some of the inflationary dangers

of these spending programs, if you spend selectively; in other words,
spend in those areas where the problem exists, rather than across the
board.
Mr. ROE. Let me ask this question; I think it might be beneficial to

the other members of this committee.
One of the ongoing debates in the State of New Jersey—and not only

in our State, but in most States—is the confrontation with so-called
-unbridled growth, which puzzles me in a way, because it seems to me
that if we are going to be providing grant money at the Federal level
that is only stimulating jobs and not resulting in productive jobs in
effect, we are creating a sort of out-migration from the urban centers,
including the jobs that go with them.
It seems to me that there ought to be some kind of a policy that

starts to evolve here. What are we talking about? We are talking about
growth; we are not just talking about growth across the board just to
build the landscape up more. We are talking about redirecting the
energies into sustaining those urban centers as best we can, with the
jobs and the production facilities because if we are unable to keep the
workers in the urban centers once they leave, they are not going to come
back to us.
Mr. HOFFMAN. That is precisely correct, and I think our State, Mr.

'Chairman, is the microcosm of the world, maybe, in this problem. We
face now—we have 400,000 people out of work in New Jersey. Our
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labor force is constantly increasing. New Jersey has to create before
1980, a million new jobs, just to get down—get the unemployment
down to 6 percent.
Mr. ROE. Do you see that as possible?
Mr. HOFFMAN. It is possible.
Mr. ROE. How?
Mr. HOFFMAN. Let me finish the point you made.
We are presently the most densely populated State in the Union.

We are suffering from suburban sprawl, and we have got to begin to
think about land use. So how do we grow and how do we compensate
for the other policies, such as land use, and the area—the way to do it,
as you said, is to redirect that growth back into the cities, because
decaying cities and suburban sprawl are really the same problem;
they are one and the same problem.
If we can rehabilitate the cities, not only by social programs—we

have tried that and apparently failed—to me, the way to rehabilitate
the cities, as I have said before, is to remarry the cities with private
enterprise, and that particular marriage is not going to be made in
Heaven; it is going to be made here. You are going to have to induce
industry and private capital back into the cities.
The way to do that is to—through EDA, public works, guaranteed

loans, and the kinds of programs that you have been exploring and
instigating here in this committee.
Mr. ROE. Mr. Hammerschmidt.
Mr. HAMMERSCHNIIDT. Mr. Hoffman, I think you made a very ex-

cellent statement, a very helpful statement, and in those five major
suggestions that you made, I think this committee is probably in gen-
eral agreement with you on them.
In the fifth one, where you are suggesting a massive restructuring in

some of the programs, we might have some differences of opinion in
bow we go about that.
You mention marrying private capital with Government funds; of

course, the purpose of this program has always been to use leverage
on private capital, and I think it does a pretty good job.
If we were to develop some sort of structure which would speak to

urban needs, which has been the subject of much conversation here
this morning by the chairman, by Ms. Abzug, and others, do you foresee
that we could develop a criteria that would give priority and consid-
eration to tools with greater leverage on private capital?
Mr. HOFFMAN. It iR conceivable. One of the points I was trying

mightily to make, and maybe did not articulate well enough, was that
the problems tend to be quite unique, not only from State to State.
but from city to city, region to region, and the more rigid your criteria,
the more unable we become to solve our problems.

Really, what I am talking about is, rather than burying the admin-
istration, the EDA, in rigid criteria, you really should think in terms
of venture capital—tremendous flexibility to permit EDA to work out
partnerships with local governments and State governments to try
to solve problems, and the criteria should be quite general.
For example, I am chairman of New Jersey's New Economic Devel-

opment Authority; we wrote the bill, and we wrote the bill from the
point of making it as flexible as we could. The criteria and the standard
is to create permanent employment in places of high unemployment,
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and that was really as far as we went, and that has given us an ability
to do all kinds of things, from starting up new factories in cities, to
funding ice-skating rinks, and things like that, just to generate jobs, to
generate the rippling effects of new investment in various areas.
And that is what I am suggesting, that your criteria should be quite

general, that you should, I think, invest in venture capital, so that your
leverage—you can leverage in one area, to a great degree, and in an-
other area to a smaller degree. And as I mentioned in my formal testi-
mony, some of our cities are unable to manage any kind of a grant
program; they are flat broke.
Other cities can match 50-50, or even 25 percent is just find; other

cities don't even need grants. Cities in New Jersey—what they need,
really, is a form of securing the financing of some of these inner-city
industrial parks and projects like that, so you won't even have to talk
about direct investment of capital. All you will have to worry about is
fiscal protection of the investor.
Mr. HAMMERSCHMIDT. Thank you, Mr. Hoffman.
Mr. ROE. Mr. Oberstar.
Mr. OBERSTAR. Thank you very much, Mr. Chairman. I was so im-

pressed with Mr. Hoffman's statement, I haven't planned to ask any
questions until he got into his recommendations, and they are rather
intriguing, and I would like to pursue a couple of items further.
Your recommendations three and four, which are very good, and

I think this is the kind of thing we have tried to do with EDA—well,
actually the second recommendation, and third and fourth—to give
EDA the special mission as .the Federal job development agency, and
we have tried to give it mandates, and I think Congress is the only
one that has given it tenure and the tools'.
But I don't see any specifics as to how we would carry out your third

and fourth recommendations, the revitalizing and rebuilding of the
industrialized areas of the country.
This is a subject that has given this committee some puzzlements, as

to how do we go about doing that? And now, if you make the sugges-
tion, maybe you have some ideas on what we could do, and particularly,
you say 'write into the law provision for comprehensive redevelop-
ment assistance, reject the traditional approach of categorical aid."
That sort of sounds vaguely like special or general revenue sharing,

or block grants. Maybe you would like to elaborate on that.
Mr. HOFFMAN. If I may, Mr. Congressman, there are several ways.

Let me give you one concrete example of how we are trying to accom-
plish the third and fourth recommendations.
As I said, in addition to being programmatically responsible for eco-

nomic development in New Jersey, I also sit as well as the chairman of
an Economic Development Authority, to finance new and expanded
industry in the State.
What we are planning to do, for instance, is to finance—with EDA

help—tracts of ground, tracts of land in some of our core inner-cities,
where we have immense unemployment, where there hasn't been any
kind of economic development in two decades.
We will go in and purchase the land; we will try to get an EDA

grant to build the infrastructure for that land, the sewage, the roads
and the electricity, and therefore, we can then go out and market read-

G3-i86--76 6
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ily available, fully prepared land at very low prices, to attract private
industry to build on this land, or to lease this land, and to bring jobs
to this area.
Mr. OBERSTAR. If I may interrupt there, EDA calls that developing

an industrial park. They do the same things 
Mr. HOFFMAN. In one way—that's a partnership way. Those are

some of the things we can do.
There are, like huge buildings in some of our cities, which have been

vacant for years; well-located buildings, near labor supply, near trans-
portation and yet we haven't been able to sell those buildings and make
them useful.
We can rehabilitate those buildings, with State financing and with

EDA help, and market them, and again, make them useful buildings.
We have several concrete projects such as that on the drawing boards
now; one in Congressman Roe's district.
But those are a few of the things we are talking about. There is also

port development, in areas where the ports have disappeared for one
reason or another, or have become less viable—all kinds of capital
projects that you can engage in.
And the important thing is to have the flexibility, not only to just

use it for public works, but to couple it with private investment, at
any point in the transaction, at any point in the project, depending
upon the viability of the project.
In some of our cities, we have been able, with just a little bit of

State backing and revenue-bond financing, encourage huge industrial
parks in some of our cities.
In others of our cities, the situation is so far gone that we have had

to get—or, tried to get—major grants from EDA; we've put a lot of
our own money in; a lot of our security reserves into it, just to get the
thing going, but what you need is that kind of a jolt.
So you need different levels of private participation and public

participation, and you need what I consider a creative approach to it.
Akin to that—and not directly then related to EDA or this commit-

tee's work, but I think right on the mark—is the fact that our tax
policies are not being used today to solve our problems, and I have
spoken to ways and means on this particular problem.
There is a threat, for instance, right now to do away with revenue

bonding, exemptions for revenue bonding in our taxes. Now, that is 
ialright n a rich community; it is a disaster in urban areas. What we

-really should do is begin to wed our tax policies to EDA development
as well.
Again, sweeten 'the pot; let's say, a credit against corporate income

tax for anybody who hires unemployed people in an area of a very
high unemployment, or lifting the $5 million exemption for low-in-
terest financing in areas of high unemployment. There has to be com-
binations of things like that, I think, to solve these problems.
Mr. OBERSTAR. If in an urban area a shopping center were the thing

that would really stimulate local growth, a shopping center with large
department stores, and with small retail shops and restaurants and
so on, would you favor that as a kind of activity for EDA to engage
in financing?
Mr. HOFFMAN. Yes. What I was getting at—in some areas a shop-

ping center would be the exact wrong thing; you would want heavy
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industry. In other areas a shopping center would be an ideal ap-
proach. Or, the rehabilitation of a shopping center that has been go-
ing downhill for 5 or 10 years, which we see in our State in many of
our suburban areas.
Mr. ROE. Will the gentleman yield on that point?
In effect, what we are faced with in these urban States is that we

are forced to deal continuously with crisis situations. I don't mean
just one a month; I mean four or five a day in a State such as ours—
business collapsing, going bankrupt, et cetera, where just the smallest
bit of help would have saved them.
Insofar as the urban centers are concerned, the current EDA law is

in effect, oriented toward putting out brush fires. The economic holo-
causts in the urban centers are more than brush fires; they are cata-
strophic, to the tune of 2,000 to 3,000 employees in cities where that is
the whole base, and this doesn't happen just once a month—it happens
regularly every day. This is the order of magnitude of the severity of
the situation we are talking about.
For example, 55 percent of the wage earners in the city of Pater-

son right now—which is the largest city in my district—are receiving
some type of Federal or State aid—welfare or unemployment com-
pensation, or a combination of some social security, food stamps, or
other assistance—and the enormity of the drain that is taking place
out of both State and Federal treasuries, is just unanswerable.
We are precluded in the urban States from participating in full

measure of dynamics that this legislation provides, or the title V
Regional Commissions, or the _Appalachian Regional Development
Commission provides, and the only way we are going to be able to
participate is to open up this legislation and establish, in effect, urban
economic development growth districts.

Let's assume hypothetically—if we were to mandate an "urban aid"
section in this legislation whereby every city of 50,000 or more could
establish an economic development district but still hold the criteria
of eligibility the Secretary was talkng about this morning in the State
of New Jersey, for example you may have 20 or 30 districts that
would be established—providing an ongoing, viable element to de-
velop an overall economic policy in urban centers not just dealing
from crisis to crisis—does that make sense?
Mr. HOFFMAN. It does.
Mr. ROE. And it seems to me you would also be in a position where

some of the funds would be utilized throughout the Nation where
they are needed the most.

There are 229 million people to help and a trillion-dollar economy'
to resolve, getting back to the fundamental point that if this legisla-
tion is goino•

b 
to be viable, then it cannot be a reactionary piece of leg-

islation • it has to be an action piece of legislation, so that we can move
down the road with dispatch.
So in effect what we are trying to achieve is some kind of a mecha-

nism that is not complex and will not require 25 or 2,500 regulations
to make it work so that the States can help themselves with some
kind of an on-going economic development program.
And let me be candid about one other point. I don't fault those

Governors of the title IV regions for rushing into the vacuum and
tacking themselves onto the Appalachian program; I can't fault them
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because they are looking for fair and equitable treatment under the

If we could develop the urban aspect economic development and
revise the title V section of this legislation with adequate funding, we
would be responding to the needs of our people.
It is just sheer nonsense for us to be spending billions of dollars

in CETA and making new job § that are not going anywhere. That is
the thrust of your testimony. I take it.
Mr. HOFFMAN. Yes, Mr. Chairman.
Mr. ROE. Mr. Oberstar.
Mr. OBERSTAR. I agree with the Chair on that viewpoint. I think

that there is obviously a need in the urban areas, and that need
requires some additional management tools, and if we can provide
those through legislation, I think we should.
Our concern in the past has been that, you know, we from the rural

areas—and mine is a mixture of rural and urban and suburban terri-
tory—have been concerned in the past that the effort to expand EDA
to the center cities has been simply to extend that authority, and not
to provide any additional funding.
Of course, administration after administration has proposed exten-

sion-plus additional funding. So we have got to find a way to do those
things.
And finally, if I might suggest to the Chair, the usefulness of what

we sometimes call field hearings, where we would take this committee
out to urban areas—which you could hardly call "field" in the strict
sense of that word—and look at some of the problem areas, such as
Mr. Hoffman is describing, and get a better idea of what we ought
to do with the EDA program and how better to shape it to be respon-
sive to those needs.
There are many questions that I could ask that would get into a

good deal of specifics and mechanics of how we would go about this,
but I think those questions would be better reserved for such hearings,
if we could look to doing that kind of thing.
Mr. ROE. Yes, we have talked about that.
Mr. HOFFMAN. I think we could find a field in New Jersey for this

committee.
Mr. ROE. Mr. Nowak.
Mr. Now &K. Thank you, very much.
Mr. Hoffman, I wonder if I could address this comment? You make

reference to the need for industrial States to have Some way to
attract—whether it is an industrial nark or whatever—back into
the cities, and I am wonderino.; what, in your opinion, will make it
attractive for the managers of corporations to come back into a very
highly Prbani7ed area, which is surrounded by deterioration?
Mr. HOFFMAN. It is a complex question. I can answer it for my own

Stf`fc'.
We are really dealing in this with something that is quite, possible.

It. is inst that we ha,-e not had the momentum, the will and the proper
plf'uni no. to accomplish it.
Now, take New Jersey cities; New Jersey cities, since they were the

beginning of the industrial revolution—Paterson is the birthplace of
the industrial revolution; it was Alexander Hamilton's city and he
financed the first cotton factory—textile factory in Paterson,
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Since we really were the first highly industrialized State, our
cities began to decay as one of the first States to begin to decay;
obsolescence began before anybody else's did.
With the same token, New Jersey's excellent location still is there;

we are still the center of the greatest market. As we say in New Jersey,
we are an overnight truck drive from one-third of the purchasing
power in the United States

' 
which is the truth, and we are sandwiched

between the two largest ports in the United States in terms of tonnage.
And we have a huge, well-trained labor force, a good educational
system ; there are many ways you can attract businesses back into
those cities.
They were the greatest centers of commerce in America for many

years, and it is the same in many of our other cities throughout the
United States. They were, and there is no reason why they can not be
again, with the proper planning, with the proper techniques and the
proper fiscal support.
What you need, though—you have had a drift for the last three

decades, out of the cities, and into the suburbs, and I think that
drift, to some extent, has been good, and that it has created a dispersal
of the population, which is not a bad thing.
But there is a point where that becomes a danger, and it is becoming

a danger today, for a variety of reasons. One: we have to begin t 
think about the food chain, conserve agricultural land; we need rec-
reational land—there are too many outward pressures. What we have
to do is redirect those pressures back inward, and it is something
that is not impossible at all.
If you look at those cities today, in the physical plant, you say it

is impossible, they are wastelands. They are crime-infested, they're
old and obsolescent. But the answer to that is money.
You clear that away and you put up brand new factories, and make

industrial parks attractive, and with the energy crisis and transporta-
tion costs, which are all disadvantages to suburban sprawl, you have all
kinds of incentives for rebuilding your cities.
What you need is the will and the capital.
Mr. NOWAK. The points that you raise here are certainly well taken.

I can agree completely with everything you said, although to the
degree to which I believe it can be done, I am just Passimistic, because
of the level of funding that we have to work with, primarily, and
secondarily. the attitude of the administration on looking at this prob-
lem and trying to redirect that.
I think we have made it very attractive for industry to move out

from the inner city, move out into the suburbs, and that doesn't even
nearly approach the problem of how attractive the Congress had
made industrial movement out of the country, and the capital that
has flowed out of the country.
You have made a statement here that private industry can't do it,

or won't do it alone, and we need this Agency to form that seed money.
I would just like to make the comment that according to some statis-
tics I received from the Library of Congress, we have had an outgo of
approximately $100 billion in capital—production capital—outside of
the country, for various reasons.
I think many of those reasons stem from laws that have been made

right here in the Congress.
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So we are trying, as you are suggesting here, to redirect this, and
if we don't make it as attractive for them to go overseas certainly
that should be a natural goal. Now, Should we come one step further
and should we make it more attractive for them to come 'back into the
cities, and combined with everything we can do to stimulate that, in
the initial phasing of it, make it attractive for those managers to re-
establish themselves in our cities, where most of our labor force,.or at
least the lower part of our labor force, is located.
But I just don't know how to do that. Even if you build, and even

if you can provide enough Federal dollars to provide the sewage, the
utilities that are needed for an industrial park in the clear areas, what
other incentives can we give?
I 'put in a bill to increase• the investment tax credit to 15 percent

for industrialization in urban areas that had not existed before. I
think that is one way, but I am wondering if, in your experience, you
have found that there are other attractions that perhaps we have
missed here?
Mr. HOFFMAN. I certainly agree with you. I think tax incentives is

another major attraction ; the 15-percent tax credit, low-interest
loans—unlimited low-interest loans from revenue bond financing in
urban areas—would be another thing.
Our authority right now is faced with an Internal Revenue stric-

ture that we can only finance a project through our revenue bond ca-
pacity which costs no more than $5 million. Now, all of us who know
anything about business today know that $5 million is a drop in the
bucket. It is not much at all.
If we could lift that $5 million limitation, only in the urban areas,

or only in areas where you, say, have 8 or 9 percent unemployment
for a—for protracted periods of time, or we'd even do it in rural
areas, if necessary, where unemployment is the key—that would go
a long way toward attracting industry, and you might consider credits
against the corporate income tax for hiring unemployed people.
All of these would 'attract people, especially labor-intensive indus-

tries where there would be an immediate writeoff, a credit, money
which could 'be plowed back into the credit markets

' 
and the impetus

for that money would be hiring people from the job service, for in-
stance, and for every one person you would get x amount off your cor-
porate tax.
So I think a policy of tax inducements to attract industry into the

_ cities, a flexible policy through the EDA, that would go a long way,
and we would have to think of public works.
A good example, for instance, is in Jersey City; we have for years

tried to build Liberty Park, on the waterfront in Jersey City. Here
is a huge piece of vacant, dead land, right across from Manhattan Is-
land, 150 yards behind the Statue of Liberty; a magnificent spot for
a park, with 1976 coming up.
And we have been trying for years to get that one off the ground,

to get some Federal money and some State money, and local money,
combined; Jersey City has a 24-percent unemployment rate, it is going
bankrupt, it has had to add a payroll tax to support its own police
•and fire protection. They certainly can't do it.
The States can help a little but not a lot. Our State just does not

have that much money, with a 13-percent unemployment rate, and
all those other problems.
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But if we could build that area into a park, and into a townhousedevelopment, and a patriotic park, and an industrial park behind it;those kinds of things would be bringing people back Into the city—the esthetics of it that are so important.
So I think it is a combination of public works, EDA-type seedmoney, and fiscal security for loans, a tax program—all of those thingscan help.
And even the crime problem in the cities; I don't think the JusticeDepartment or the Federal Government spends nearly enough timeon the problem of crime in the streets in the cities, and that of coursehas a tremendous economic impact. People forget that; when you aretrying to locate a firm in the city, that is one of the major things thatdeters the investors.
And the Justice Department, I don't think, has really given priority

attention to the violence in the streets. They are too much concernedwith white-collar crime, which is, too, a problem, but it certainly isnot the immense impact problem that we find in the streets.
So I think what we really have to do is look at the whole structureof Federal Government, local government, to solve the urban prob-lem, and as people are now beginning to realize from the rural areas,

they are not going to solve the rural problems without first solving the
urban problems.
Mr. NOWAK. I certainly want to compliment you on your testimony.

I think it has been of great value to us, and you have certainly a well-
rounded background in these matters.
Thank you very much.
Mr. ROE. Thank you very _much, Mr. Hoffman; it has been a

pleasure to have you with us, and we will do our very best to see what
we can do to help.
Now, we all have a problem of time.
It is now 2 :45: the next witness is Hon. Albert Hofstede, mayor of

Minneapolis, Minn. who is also a representative of the U.S. Confer-
ence of Mayors and National League of Cities.
We do not wish to cut anyone off; I would stay here all night if you

want to, but I would suggest that perhaps what we should do is sum-
marize prepared statements because there are witnesses that are try-
ing to make their travel connections, and so forth.
We can then use the time most effectively in questions and answers.

So if the good mayor would be kind enough to join us with his col-
leagues. We want to welcome you, Mister Mayor, and we will be in-
terested in hearing what your observations are.
The full text of your prepared statement will appear in the record

at this point.
[The statement referred to follows:]

STATEMENT Or HON. ALBERT HOFSTEDE, MAYOR OF MINNEAPOLIS, MINN., ON
BEHALF OF THE U.S. CONFERENCE OF MAYORS AND THE NATIONAL LEAGUE OF
CITIES

Mr. Chairman, Members of the Committee. I am Albert Hofstede, _Mayor of
Minneapolis, Minnesota. I welcome this opportunity to comment on the im-
portance of federal economic development assistance for the nation's cities.
I am here today representing the United States Conference of Mayors and'
the National League of Cities, as well as my own city.
The U.S. Conference of Mayors is the national spokesman for Mayors of

virtually all cities with population in excess of 30,000. The National League
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of Cities is the national representative for approximately 15,000 
municipal

governments in all fifty states and Puerto Rico. We have been pleased 
to work

with this Committee over the years on economic development 
legislation. You

will recall that cities were in the vanguard of the proponents of
 the Area Re-

development Act, the Accelerated Public Works Act, and the 
Economic Develop-

ment Act. We have consistently supported comprehensive 
economic develop-

ment assistance to local governments as well as specific aid for
 the construction

of needed public works projects.
Both organizations have policy which calls for a strong f

ederal commitment

to urban economic development as one very important 
ingredient of a national

strategy to ensure the vitality of the nation's economy. The 
continued economic

development of our cities is critical to the health of the 
country. Urban com-

munities offer the potential economic benefits of large labor poo
ls, existing plants

and infrastructure, economies of scale, energy-efficient transp
ortation systems

and concentrated development which this country cannot aff
ord to waste.

However, urban areas have for the past quarter century ex
perienced severe

economic distress typified by high unemployment, poverty, sh
rinking economic

bases needed for jobs and revenues, and physical deterioration
. Very few of our

cities can claim that they are suffering from at least one of these 
ills.

I believe we have arrived at this state of affairs because of a ser
ies of policies—

some inadvertent, some deliberate, but all uncoordinated—at the 
federal, state,

and local levels. The Federal government must take the major 
responsibility for

the current state of our cities, marked by severe economic distress an
d high un-

employment. These conditions result in large part from federal 
economic policies.

While the management of our economy is a recognized Federal 
concern, it must

be remembered that the results of Federal, policy, and more sp
ecifically, the

results of Federal mismanagement, are felt first and hardest in 
our cities

and other local governments. In addition, the Federal gove
rnment has for a

long time, supported a set of policies; including tax provisions and 
mortgage

insurance arrangements favoring home ownership, federal highway
 construc-

tion programs, utility expansion programs, and the like; which have
 sustained

and supported the so-called flight to the suburbs.

At the State and local level policies which take resources out of 
the city

without replacing them with State aids, regulations which limit local 
revenue

to the property tax, and tax competition between local governments have
 all

worked against the preservation and development of our cities.

Such a set of policies which collectively encourage the dispersal of economic

activity, duplication of investment in infrastructure, and allow the deteriora-

tion of already existing resource efficient investment in our cities is absurd. The

encouragement of mis-use and over-consumption and the discouragement of re-

habilitation and conservation has never been sound, rational policy even in the

best of times. But, in a period of economic scarcity and inflation coupled with

recession such as now, such a policy is shameful and must not be tolerated.

Mayors and other local elected officials have been stating this for some time

before Congressional committees, Presidents and their administrations, federal

agencies, state governments, and a variety of other groups. But, apparently

our message has not been clearly received. Of necessity, therefore. our voices

have become much more strident because the chronic urban crisis has worsened

significantly as a result of the current national recession.
am sure you are aware that the economic ills of our cities are at intolerable

levels. The combined forces of inflation and recession have taken and continue

to take a devastating toll on our residents and on local government, itself.

Levels of unemployment are well above the national average with pockets of
extreme poverty and unemployment—New York-11%, Detroit-21.8%, Los
Angeles-11.1%, Phoenix-10.7%, Cleveland-10.0%, Atlanta-13.2%, and my own
city of Minneapolis-8.6%. Rates of inflation in the public sector, perhaps at
least 50% higher than inflation measured by the Consumer Price Index, have
ravaged local city budgets. Energy costs and costs of both labor and materials
have soared with no relief in sight while our sources of revenue have remained
relatively constant or, in a great many cases, fallen- off sharply. City govern-
ments are faced with the unpalatable choices of cutting essential city services
(primarily through layoffs of personnel), raising local taxes, and/or delaying
or eliminating necessary capital improvements in order to balance their budgets.
The irony of it all, of course, is that all of these actions we are being forced to
take at the local level run counter to and dilute the effects of the recent stimula-
tive actions of the Federal government such as the recent tax cut and the
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provision of emergency public employment. What payoff is there In decreasing
a person's withholding tax when local governments are being forced to add
dollars to that very person's property tax bill? Many cities are receiving national
public service jobs funds to provide temporary city government employment
for the unemployed while, at the same time, they are laying off experienced,
permanent civil service workers.
We must all play a part in reversing these policies because we all had a part

in creating them, I have heard too many times that it is up to the local govern-
ments to deal with these issues—or that we at the local level have not done
enough.
I would like to site a few examples from my own city and state in order to

illustrate what has been going on at the local level. Minneapolis has a strong
reputation as a progressive, creative city. I think we represent one of the many
cities which have taken steps to avoid some of the more serious problems of the
current economic situation. We still have real problems, however, and we feel it
is time for the Federal government to take responsibility for its share of the
problems it helped create.
We found ourselves, particularly after the 1970 HUD moratorium on Urban

Renewal funding, with major development programs started for which there were
no longer adequate funds. It was at this point that we felt it was necessary to
initiate what we believe are innovated local and state actions that not only meet
our immediate needs but which, more importantly, create consistent long-range
policies for balanced and integrated development at the local level.
Our thrust for local development has involved the following basic programs:
A metropoitan area tax base sharing system which I helped initiate while

I was Chairman of our Metropolitan Council.
The use of what we call tax increment financing for industrial commercial

development in urban renewal and other low tax base areas.
Increase coordination among the local housing redevelopment authority, the

Minneapolis Industrial Development Commission and the City Coordinator's
office for marketing vacant industrial land.
The use of industrial development revenue bonds to acquire and market indus-

trial commercial sites.
The limited use of Community Development funds as seed money for Commu-

nity Development corporations. ( While Community Development funds are very
limited we have always felt that community development and economic develop-
ment must be tied together. That is why we have tried to set aside some monies
for this purpose each year.)
The successful development of a city-legislative strategy in 1974-75 for prop-

erty tax relief that will help us stabilize city property taxes.
A local, not federal, housing program involving urban homesteading, low in-

terest loans and grants for rehabilitation, a home-ownership program, amd a
spot renewal program which I might add we have done with the direct support
and involvement of our local bank.

Despite all of these efforts we are still experiencing business and residential
migration out of the city. This April, the Minneapolis-St. Paul area was added
to the Department of Labor's list of areas with substantial unemployment. Infla-
tion has cut into our ability to provide necessary services. In fact, we were forced
to cut back on snowplowing operations last winter. In Minneapolis that kind of
a curtailment in services is serious business. City budget hearings for 1975 are
now going on in Minneapolis. At every hearing we hear the same thing—inflation
has forced the cost of city services steadily upward. The prices of most materials
which we buy have increased far beyond the national inflation rate—some mate-
rials have increased well over 100%.
While there may be a difference in severity, we in Minneapolis share the same

problems faced by other cities. We are straining our local capacity to rejuvenate
and maintain the local economy. Our needs are increasing while resources
diminish. Yet, we cannot ask Minneapolis citizens to shoulder additional tax
burdens. Too many of our citizens simply do not have the means to do this.
Nor can we continue to drive middle class families to the surburbs with ever
increasing tax bills. That is why we have committed ourselves to reducing prop-
erty taxes this year. I firmly believe that concentrated attention must be given
to the needs of the nation's cities. We at the local level have done our part and
we can no longer stand by and watch our local efforts undercut by the vagaries
and inconsistencies of Federal policies.
I hasten to point out that we strongly support those measures already enacted

by the Federal government such as tax reductions and rebates to individuals
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_and extended and expanded unemployment benefits. But it is becoming increas-
ingly clear that additional programs must be enacted to ensure economic recovery
throughout the country.
We have now reached the point where the recession is feeding upon itself.

We, at the local level, are finding that greater and greater demands are being
placed upon the public sector, especially upon local governments, as economic
activity continues to be depressed and unemployment persists at intolerable
levels. But, as recent studies such as the Joint Economic Committee study of
state and local fiscal conditions, the National League of Cities survey of 67
cities, and the U.S. Conference of Mayors' survey of 50 cities point out, the fiscal
capacity of local governments is declining at the very time that public demands
are on the rise. According to the Joint Economic Committee study, state and local
governments have lost over $20 billion in revenues this year due to the recession.
This has obviously precipitated significant budget adjustments by local govern-
ment. Our cities will enact an estimated $1.5 billion in new taxes and will reduce
expenditures by approximately $1.4 billion. This is a total of approximately $3
billion being taken out of the economy by local government, alone, right in the
middle of the worst recession since the 30's.
As a result of these problems and because our cities have done and are con-

tinuing to do their share, the United States Conference of Mayors and the NA-
- tional League of Cities advocate a Federal urban economic recovery program.
Immediate enactment of these measures together with the immediate re-enact-
ment of the general revenue sharing program is necessary to ensure the eco-
nomic recovery of the nation's cities. The three emergency measures are:
accelerated public works together with a more urban-oriented economic develop-
ment assistance program, emergency fiscal assistance to local governments, and
expansion of the public sector jobs program. As you can see, we support eco-
nomic development assistance—the continuation of which is the issue before us
today—as a vital element of a national recovery program. However, it is an
element, not a complete program. It is naive to assume that any one of these
measures, by itself, could sufficiently stimulate the national economy •to turn
it around. An effective anti-recession strategy must have in place and operat-
ing concurrently a program aimed at mitigating the impact of unemployment

• on workers, a program aimed at mitigating the impact of inflation and recession
on city budgets, and a program aimed at mitigating the impact of the recession
on public works and economic development activities. Because these three pro-
grams are so essential to local government, I will highlight each beginning with
•the issue before this Committee—economic development assistance.

As I mentioned earlier, cities were early proponents of the Public Works and
Economic Development Act of 1965 and have consistently supported compre-
hensive economic development assistance to local governments. The Economic
Development Administration, by targeting assistance to economically depressed
areas, has played a major role in supporting local economic development pro-
grams. The new elements incorporated in the 1974 Amendments to the Public.
Works and Economic Development Act provides EDA with additional tools
needed to provide the necessary assistance. I am referring to: provision of
lease guarantees in Title IT; provision of planning funds for localities in Title
III: transfer of Title I Redevelopment Areas to Title IV designation; and, the
economic adjustment program provided for in Title IX to assist states and lo-
calities suffering from severe economic dislocation. The U.S. Conference of
Mayors and the National League of Cities strongly support the three-year exten-
sion of the program. But, despite the significant role EDA has played in the
past in assisting certain depressed areas and despite the fact that it does now
possess many of the necessary tools to do battle with the economic ills ravaging
this country we have some major criticisms of the program.

Various proposals abound for providing financial assistance to distressed local
economies but they forget that an agency already has been designated as the prin-
cipal vehicle for carrying out federal economic development 'assistance to locali-
ties—the Economic Development Administration. The major problem with EPA
is that it has been and continues to be grossly underfunded. For FY '75. Con-
gress saw fit to appropriate only in the neighborhood of $330 million, this during
a period of severe economic crisis, while other federal programs were funded at
much higher levels. This amount is hardly sufficient to meet the needs of the
urban areas let alone the entire nation.
In my view, the responsibility rests with Congress to recognize the crucial

role that targeted local economic development plays in building and maintaining
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a sound domestic economy and to meet that responsibility by appropriating suffi-
cient funds to do the job. The tools are there—the resources are not. That is
why the U.S. Conference of Mayors, at its 43rd Annual Meeting in July of this
year, called for the permanent funding level for EDA to be substantially in-
creased commensurate with its responsibilities, including an appropriation level
in FY '76 of at least $1 billion.
A second major problem with the present EDA program is its heavy emphasis

on assistance to rural areas. Through FY '74, EDA has allocated approximately
three-quarters of its resources to non-SMSA areas and only one-quarter to project
and programsilocated with SMSAs. The proportion of funding to the economically
destitute central cities is, then, an even smaller proportion. Minneapolis has
never been a recipient of EDA assistance. The formula criteria for the designa-
tion of an EDA Redevelopment area excludes Minneapolis despite the relatively
high unemployment rate in major portions of our city. For all practical purposes,
there are no Federal funds available for business loans, technical assistance, or
economic planning in Minneapolis. The SBA has told us they don't have any
money, HUD has told us that Community Development funds cannot be used for
this purpose and, as I said, EDA assistance is out of reach. No matter the his-
torical reasons for such a maldistribution of funds, it must be pointed out that
all depressed areas, including urban centers, need help. More than seven out of
every ten persons in this country reside in urban areas. The present recession is
an urban recession. The extremely high unemployment levels in this country are
those in the urban centers. Economic adjustment problems abound in our cities.
Substantial federal investment in urban economic development is not an act of
charity but a rational policy to treat the ailments we are suffering.
I have already mentioned the fact that cities offer many potential economic

benefits such as large labor pools, existing infrastructure, resource-efficient trans-
portation systems. In the transition to a resource-conservative society, cities offer
the best return on the dollars invested. But, the urgency of this investment can-
not be stressed enough. Our cities must be in a position to compete for and attract
future market activity as the nation moves out of the present recession. That
is why the National League of Cities and the U.S. Conference of Mayors have
been strong supporters of an accelerated public works program, an issue which
this Committee is handling at the present time. Such a program would provide
assistance to build and/or improve the infrastructure necessary for a healthy
and growing urban economy and, at the same time, increase local employment.
Federal economic development assistance is needed to compliment this public
works effort, however, to insure the long-term improvement of local economies.
The EDA program must place a substantially greater emphasis on assistance to
urban areas. The United States Conference of Mayors calls for 50 percent of
EDA funds appropriated be direct to central city areas.
Along this line, I believe there is in front of this Committee an amendment to

the current Title IX—Special Economic Development and Adjustment Assistance
which would expand eligibility to include areas suffering from long-term economic
deterioration such as higher-than-national rates of unemployment for at least
6 months, fifteen or greater per cent of the population below the defined poverty
levels and erosion of the local tax base. Moreover. the amendment stipulates that
at least 25 percent of the appropriated funds of Title IX must go to such areas.
I strongly support such an amendment because many of our cities would then
be eligible to receive targetted assistance.
We earnestly hope the Committee will look carefully at our recommendations

for increased appropriations and greater emphasis on assistance to urban areas
during its present deliberations on EDA. Public investment in urban economic
development is essential to restoring the economic health of our nation.
Before concluding, I should like to briefly highlight the two other anti-

recession measures we endorse as essential elements of a recovery strategy.
Emergency fiscal assistance to those states and cities hardest hit by recession has
been a top priority of the U.S. Conference of Mayors and the National League
of Cities this year. We were indeed pleased to see this issue receive the strong
support of the Senate when it recently amended S. 1587, the Public Works
Employment Act of 1975, to include a title which provides emergency aid to
state and local governments which are suffering the most from the recession.
This measure meets virtually every criterion of a sound anti-recession policy.
First, authorized monies get out into the economy quickly, providing a quick
stimulative impact. Second. the program shuts off when the recession has sub-
sided so it would not contribute to a revival of inflationary pressures. Third, the

•
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assistance provided is very selectively targeted, reaching only those places
severely affected by the recession i.e., those places having rates of unemployment
at or above 6 per cent. Finally, and perhaps most importantly, this program
strengthens the hand of the Federal government in dealing with the recession,
by helping to prevent state and local governments from taking budgetary actions
which undercut Federal efforts to stimulate the economy.
The emergency fiscal assistance measure is a logical complement to a public

works approach. For that reason, we supported amending the Senate public
works measure to include it. Complete recovery from the recession is projected
to be slow, with high unemployment persisting well into the second half of the
decade. A solid anti-recession program, therefore, should be one with both im-
mediate and long-range impact, aimed at both the private and public sectors.
The Public Works Employment Act of 1975, as passed by the Senate, is a splendid
example of just such blending of Federal programs.

Finally, the anti-recession package passed by the Senate is within the spending
ceiling set by the First Concurrent Budget Resdlution for programs of this type.
We look forward to this Committee's support, and the support of the rest of the
House of Representatives, of this measure as passed by the Senate.
The final element in our anti-recession strategy is a substantially expanded

public sector jobs program. As stated often throughout this testimony, unemploy-
ment levels have reached crisis proportions in many cities as a result of the
recession and they are projected to remain at abnormally high levels for at least
the next five years. The current funding for public service employment is woefully
inadequate in addressing the unmet public service needs of this country. Both the
U.S. Conference of Mayors and the National League of Cities has, for some years,
called for 1 million public service jobs. Yet, during this present period of eco-
nomic crisis, Congress has appropriated only enough funds to create less than
half of this number—approximately 350,000 positions. The achievement of a full
employment economy should be one of our national objectives. We hope that the
Congress and the President undertake such actions as are necessary to achieve
this objective over the next ten years.
Let me conclude my remarks today by again commending the Committee and

its Chairman, Congressman Roe, for its outstanding leadership in the areas of
economic development assistance and, as recently demonstrated, in the areas of
accelerated public works legislation. The issue you have under consideration today
has our support as one major component of a Federal economic recovery program.
We hope that the Committee will move decisively in the coming weeks to insure
speedy enactment of this legislation as well as the public works measure. I sin-
cerely hope that the final legislative packages will reflect the suggestions and
recommendations I have expressed today. Thank you.

TESTIMONY OF HON. ALBERT J. HOFSTEDE, MAYOR, MINNEAPOLIS,
MINN.

Mayor HOFSTEDE. Mr. Chairman and members of the committee, I am
Albert Hofstede, mayor of Minneapolis, Minn.
1. welcome this opportunity to comment on the importance of Federal

economic development.assistance to major cities.
I am here today representing the U.S. Conference of Mayors and the

National League of Cities, as well as my own city. Both of these orga-
nizations have called for a strong Federal commitment to urban
economic development as one very important ingredient in national
strategy to insure the vitality of the Nation's economy.
I personally believe that continued development—economic develop-

ment of our cities is critical to the health of the total economy of the
Nation.
Our urban areas have for the past quarter century experienced

severe economic distress, typified by high economic—high unem"ploy-
ment, poverty, shrinking economic base needed for jobs and revenue
and physical deterioration.
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I believe we have arrived at this state of affairs because of a series
of policies, some inadvertent, some deliberate, but all uncoordinated, at
the Federal, State, and local levels.
The Federal Government must take the major responsibility for the

current state of our cities, marked by severe economic distress and high
unemployment. While the management of our economy is a recognized
Federal concern, it must be remembered that the results of Federal
economic policy, and more specifically, the results of Federal misman-
agement, are felt first and hardest in our cities and in our local govern-
ments.
These policies, in conjunction with Federal development programs,

and State and local tax policies, have sustained and supported the so-
called flight to the suburbs. We must all play a part in reversing these
policies, since we all had a part in creating them.
I have heard too many times that it is up to the local government to

deal with these issues, or that we at the local levels haven't done
enough.
I would like to cite a few examples in my own city and State as an—

in order to illustrate what has been going on at the local level.
Minneapolis has a strong reputation as a progressive, creative city.

I think we represent one of the many cities which have taken steps to
avoid some of the more serious problems in the current economic
situation. We still have real problems, however, and we feel it is time
for the Federal Government to take responsibility for a fair share of
chem.
In order to address these _ problems, we have initiated what we

believe an innovative local and State action that not only meets our
immediate needs, but which will more importantly create consistent
long-range policies for balanced and integrated development at the
local level.
Our thrust for our local development has involved the following

basic programs:
A metropolitan area tax-base sharing system, which I helped and

supported while I was chairman of the Metropolitan Council.
The use of what we call tax-increment financing for industrial-

commercial financing for urban renewal of a low-tax base area.
Increased coordination among the local housing and development

authorities, Minneapolis Development Commission, and the City Co-
ordinator's office for marketing vacant industrial lands.
The use of industrial development revenue bonds for acquiring in-

dustrial sites.
The limited use of community development funds as seed money

for a. community develonment corporation, and I might add, com-
munity development funds are very limited; we have always felt that
community development and economic development must be tied to-
gether. This is why we have tried to set aside some moneys for this
purpose each year.
The successful development of a city legislative strategy in 1974-75

which will help us stabilize property taxes and lastly, a local-run
Federal housing program involving a homeownership program and
a spot renewal program, which I mi„ght add, we have done with t he
direct support and involvement of our local banks.
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In spite of all these efforts, we are still experiencing business and
residential migration out of the city. Furthermore, in April, the
Minneapolis-St. Paul area was added to the Department of Labor
list of areas with substantial unemployment. Inflation has cut into,
our ability to provide necessary municipal services; in fact, we were
faced with—we were forced to cut back on our snowplowing operations
last winter, and in Minneapolis, that kind of curtailment of services is
very serious business.
City budget hearings for 1975 are going on right now in Minne-

apolis. At every hearing we hear the same thing: inflation has forced
the cost of city services steadily upward. Prices of most materials
have increased far beyond the national inflation rate—some materials
well over 100 percent.
While the severity of these problems may vary from city to city,

they are still the same problems. We are straining our local capacities
to rejuvenate and maintain the local economies. Needs are increasing
while the resources are diminishing.
Yet we can not ask Minneapolis citizens to shoulder additional tax

burdens. Many of our citizens simply do not have the means to do
this, nor can we continue to divert and drive middle-class families to
the suburbs with ever-increasing tax bills.
I firmly believe that concentrated Federal attention must be given

to the needs of the Nation's cities; we can no longer stand by and watch
our local efforts undercut by the inconsistencies of Federal policies.
As a result of these problems, and because our cities have done,

and continue to do, their share, the U.S. Conference of Mayors and
the National League of Cities advocate a Federal urban economic
recovery program consisting of three essential elements.

First, an accelerated public works program, together with a more
urban-oriented economic development assistance program.
Second, emergency fiscal assistance for local governments.
And third, the expansion of public sector jobs programs.
It is naive to assume that any one of these measures by itself could

actually turn the national economy around. Allow me to quote from
a recent study prepared by your own Congressional Budget Office:
Because anti-recession policy has many objectives stimulating demand in the

private sector, puffin.. unemployed and discouraged workers back to work, and
insuring the financial' viability of state and local governments, to name a few,
it is doubtful that a single program would be very effective in achieving them
all. One program may be more efficient in solving some problems than others,
and a combination of programs may be the most effective way to mitigate the
adverse effects of the recession.

Cities were early pi-oponents of the Public Works and Economic De-
vQlopment Acts of 1965, and have consistently supported comprehen-
sive economic development assistance for local governments.
The new elements incorporated in the 1974 amendments to the Public

Works and Economic Development Acts provide EDA additional
tools needed to provide the necessary assistance.
The major problem with EDA is that it was then and continues to

be grossly underfunded. For fiscal 1975, Congress saw fit to appropri-
ate only about $330 million, while other Federal programs were fund-
ed at a much higher level. •
The U.S. Conference of Mayors, at its 43d annual meeting, in July

of this year, felt that the permanent funding level for EDA should
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be substantially increased, commensurate with its responsibilities, in-
cluding an appropriation level for fiscal year 1976 of at least $1
billion.
The second major problem with the present EDA program is its

heavy emphasis on assistance to rural areas. For fiscal year 1974—
EPA has allocated approximately three-quarters of its resources to
non-SMSA areas, and only one-quarter for projects and programs
located within S1VSA's.
We are particularly concerned about EPA's designation criteria,

because EPA—because Minneapolis itself has never been a recipient
of EDA assistance. The formula criteria for the designation of EDA
development areas excludes Minneapolis despite the relatively high
unemployment rates in major portions of our city.
For all practical purposes, there are no Federal funds available for

business loans
' 

technical assistance, or development planning in Min-
neapolis. The SBA has told us they don't have any money; HUD has
told us that community development and revenue-sharing funds can-
not be used for this purpose, and as 1 said, EDA assistance is out of
reach.
The EDA program must place a substantially greater emphasis on

assistance to urban areas. The U.S. Conference of Mayors called for
50 percent in EDA funds appropriated to be directed to the central
city area.
Before concluding, I would like to briefly highlight two other anti-

recession measures we endorsed as essential elements of a recovery
strategy.
Emergency fiscal assistance for those cities and States hardest hit

by the recession has been a top priority of the U.S. Conference of
Mayors and the National League of Cities this year. The emergency
fiscal assistance measure is a logical complement to a public works
approach.
For that reason we supported the many Senate public works meas-

ures which include it.
The final element in our antirecession strategy is a substantially

expanded public sector jobs program. Current funds for public service
employment are woefully inadequate to address the unmet public
service needs of this country.
The achievement of a full-employment economy should be one of

our national objectives; we hope that the Congress and the President
undertake such action as are necessary to acheve this objective within
and over the next few years.
Let me conclude my remarks today by again commending this com-

mittee, the chairman, Congressman Roe, for its outstanding leader-
ship in the areas of economic development assistance as I recently
demonstrated, in the area of accelerated public works legislation.
The issues you have under consideration today have importance as

one major component of a Federal economic recovery program. We
hope that the committee will move decisively in the coming weeks to
insure immediate enactment of this legislation as well as the public
works measures.
I sincerely hope the final legislation package will reflect the sug-

gestions and recommendations I have stressed here today.
Thank you very much, Mr. Chairman.
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Mr. ROE. Thank you, Mayor. You have given us a splendid state-
ment and it pretty well sums up what the situation is in our urban
areas.
If this bill were enacted into law as written by our committee, we

would be achieving what we would like to accomplish based on the
testimony we have received. There are elements of this legislation that
have been made in the Senate which have confused the issue, to say
the least.
We are now on the trail of getting resolved that part of this EDA

legislation that we can from our point of view and other members of
this committee, and with the help of the rural people, who have been
thrust into establishing economic policy in the rural areas of our
Nation.
There is an element known as the consent of the governed, and you

and I both know, having run for public office, that if 1 more than 50
disagree with you, then you had 1?etter go look for another job.
We frankly need help. We don't expect or hope to achieve a resolu-

tion of all of our problems with this -piece of legislation at this time,
but we have got to have more than lipservice.t-When we get to the
floor, we are going to need help.

There are people who disagree with us. I don't mean to affront my
colleagues, but the administration just does not believe that we should
be expending public funds, practically in any degree, to resurrect our
economy, because they contend that three months down the line, every-
thing is going to be alright. I have a different belief.
So, that is our position at the moment,.
I would now defer to Ms. Abzug..
Ms. ABZUG. I want to thank you very much for your testimony.
You know, we have been struggling with this economic. development

concept for quite a while, and last year we passed a rather limited bill
with some modifications; most of us on the committee, I think, were
a bit unhappy with it.
We dealt with the situation, trying to get something at least con-

tinued, if not significantly, hoping that then we could make some
amendments, and deal effectively with the continuing problems of
the economic recession.
Your points, of course, are very valid. We tried, .as was pointed out

by my colleague, Mr. Hammerschmidt, back in 1970 to expand the
economic development program to go beyond rural areas and to develop
certain provisions over the years, with the, help of the Conference of
Mayors and the League of Cities, and other outstanding people who
will be testifying after you here on economic development; we find
an urban area for economic activity, and in a sense, I think we share
with a lot of those people who have come here and testified and will be
testifying today, along with yourself and who showed an enormous
amount of insight into a very regrettable economic development in this
country, that the economic stress and problems are very great in the
urban centers, as you point, out.
And I know that, my friends on this committee from the rural areas

share our concern that, we serve the. economic interests of every §ection
of the cour,trv. •T imPortant to know.
But, built into the legislation that we have, right now, are some

earlier priorities, and so even though there may be a desire, even in
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the committee, or maybe even in the administration, for the Economic
Development Act. to make funding available on an equal basis for the
urban areas. The program has not lent itself to that, possibly because
of long practice in another direction and also because of the way it is
structured. We have, bit by bit, tried to include other areas.
The question I have is a more fundamental question than that, and

that is: Should we develop this program essentially on the regional
economic development concept, which is what EDA is based on that is
essentially project oriented—roads, public buildings?
I don't think it is basically designed to stimulate the development

of long-term employment security for stimulating business.
So the question is: Should there be an effort to change the emphasis

from having the technical assistance, infrastructure, either increased
or strengthened and rather deal more with the whole question of
capital formation and funding? Do you think we should expand the
regional commissions so that industrial areas can get into that pro-
gram?
I mean, do you believe that this would make a difference?
Fundamentaly, I believe that you have got to have a more mean-

ingful basic program of economic development, with a lot more fund-
ing, in areas which are suffering the most depression; we have to deal
with them also because it has a ripple effect on the rural areas as well
as suburban and urban areas.

Well, we have got to deal with the history here, and we perhaps can't
change the whole thing overnight. We should have made some changes
in 1974, and probably in 1971, when we came out of the first recession.
The question is: do you feel that we can make it within this structure

and expand the essential regional economic concept as well, and beef
up the appropriations?
Mayor HOFFTEDE. I guess what you are asking is how to solve the

problem, period; and how do we keep industry within the city. There
is no one answer. It takes many, many answers to do that. Let me
explain our city and not necessarily what we have done so much, and
the problems we have had with industry, and how I think we can keep
them there and what kind of assistance we need.
During the last 20 years, whether in our city or in other cities,

industry has flocked out of it for various reasons; one, when you talk
about industrial development I suspect industrial development means
just keeping what you have—SO percent—and you just keep what you
have in your own area, and not try to detract somebody from New
York, or New Orleans, or what have you. Those are kind of, you know,
the cherries on the cake. If you can attract the regional headquarters,
that is fine. But how do you do that?

Well, we found out that when the company wants to expand there
wasn't land for them within our city, there wasn't the price, you know,
it was cheaper to go elsewhere, and when they did want it, we could
not give it to them. So this is very simple.
So they go to the suburbs, and the suburban communities have assets,

and where we were building our freeways, because they are usually
built out there, they had land available at the time which they wanted
which was cheaper than what we had it for in the city, and somehow
we have to find a way in which to counter both those, and I think in
Minneapolis we have begun to do that.

63-186-76-7
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We have developed some tools, but we need help. And you asked
another question of how then do you create an incentive for people
to stay in the city, and stay within these urban areas, and one, I think
has happened naturally because of the high cost of gasoline, and the
high cost of sewers and what have you, and that is something that has
taken place because of the time.
But more importantly, I think, it relates to Congress providing an

incentive, and that may be some tax reduction to live in the city.
I think that if you want the people to live in the city, for instance,
if you just said there was a 50 percent reduction in all taxes for 5
years, they would all flock in; both industry and people.
Now, we obviously could not afford to do that on the local level,

because we cannot afford to keep the services up that we have got, but
you have to provide some kind of 'financial incentive to make them
stay in those urban areas. I think, Congressman, your bill which ap-
peared before the Ways and Means Committee, is the right way to go.
Mr. NOWAK. It does not cost the cities money.
Mayor HOFSTEDE. And we do need the help to assemble the land and

to help these industries, and to plan these areas, that our local govern-
ments cannot come up with to provide the necessary assistance to some
of these companies that want to stay and expand.
Ms. Asztro. Do you favor an increase in the authorization of the

economic development program, and if so, how much?
Mayor HOFSTEDE. We asked for $1 billion.
Ms. ABZUG. Very well. Do you find that the designation procedures

should be changed so that more cities can become eligible for various
forms of EPA funding?
Mayor HOFSTEDE. That is right. We favor the change in the formula

from 50-50 rural to urban. In addition to that, I have indicated we in
the city of Minneapolis—and I use this for my city as an example—
that we do not even get EDA funds at the present time because even
though we have high unemployment within our city, we're out of the
running because they take into account the entire county, rather than
just the city of Minneapolis, and we need help, and I suspect many
cities across the country are facing the same kind of problem we are,
.)o there would have to be a change in that formula.
Ms. ABZTJG. DO you favor 
Mr. ROE. Excuse me, Bella would you yield?
MS. ABZITG. Oh certainly, Mr. Chairman.
Mr. ROE. • The, conceptual idea of the economic developmea pro-

gram, per se, is wrapped around unemployment. Fundamentally, what
we are trying to do is work in the direction, as Bella pointed out, to
create jobs, and it seems to me—and I do not want to rehash this be-
cause it has already been said—but the idea you had in your city—how
many—what is the population.
Mayor HOFSTEDE. About 430,000.
Mr. ROE. All right, so here we have a city of over 400,000 people

with high levels of unemployment, and you have an out-migration, a
whole upheaval taking place in the economic structure in the first
place, as is happening in almost every city, and particularly the older
cities of the Nation. It seems to me that we could designate cities of
50,000 or more and immediately mandate that they be classified as
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economic development urban centers eligible for assistance under this
legislation.
Then it would seem to me that the cities could—and we are experi-

menting very heavily in the city of Paterson on such a premise right
now—to start to build an ongoing framework of action for expanding
industrial and commercial activities within the cities. The whole idea is
to set the stage so that you have an ongoing economic vitality that
relates to the basic fundamental point that a person has to have a job
to live and eat, and they have to have a job to be able to pay the taxes,
otherwise the rest of it is an exercise in futility. So we achieve nothing
by pumping millions of dollars in countercyclical moneys, CETA
money and whatever, into those programs because it is only a short-
term thing, and it makes all kinds of problems. In 6 months they are
not going to have that, and I think that was the point that Ms. Abzug
was directing toward.
Mayor HOFSTEDE. Mr. Chairman, you are absolutely correct. I think

that some of the matters that we are talking about, the countercyclical
takes care of the immediate problem, and we need some aid right now,
but we still have to have the long-term problem, and that is to develop
sound economic vehicles for the cities and you know a single-family
home today does not pay for itself. You have to have that industrial-
commercial tax base to not only keep the people there because people
like to live and work in the same area generally, and at the same time
you need that tax base to help support the services that we have to
provide.
And every city has to develop a strategy, a long-term strategy to

keep what industries and commerce they have in the cities. And that is
the kind of assistance I think that we need.
Mr. ROE. That is what Ms. Abzug is talking about.
Ms. ABzuo. Well, one of the things I think the chairman is quite

right in pointing out is the way to best handle this and some of the
problems that involve economic development is to provide an equal
opportunity, at least let's put it that way, to participate; that is, I
think what we are trying to grapple with is the fairest and most effec-
tive way of resolving high economic problems.

think that we should make more flexible or make eligible the areas
not now included in the regional commissions. What do you think
about that?
Mayor HOFSTEDE. Well, I think I understand. Mr. Chairman, if I

may, could you explain what you mean, Congresswoman?
Ms. ABZUG. We had testimony here earlier today in which we were

talking about title V, I think, and we had testimony from the secretary
in charge of that regional commission and the indication was that
there were very few, if any, areas of any urban character that received
funding, and that there !were some expressed interests on the part of
many new areas of the country presently not involved in regional
activities. They seemed desirous of securing coverage under regional
commissions, but there has really to date been very little of that.
Now, there is not a lot of money compared to what is involved.

Again, it is a small amount to deal with, but it does go through those
regional commissions and it seems that it should be distributed in that
area. Therefore, I wonder from your point of view if you think that
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would be a useful thing to consider, making everybody more eligible
under those provisions, the title V programs?
Mayor HOFSTEDE. Again, if I understand your question correctly

the answer is yes.
Ms. Asz-cro. Thank you.
Mr. ROE. Are there any other questions?
Mr. Hammerschmidt.
Mr. HAMMERSCHMIDT. No, I want to thank Mayor Hofstede for a

very fine and healthy statement, and in the interest of time I am going
to forgo any questions at this time, Mr. Chairman.
Mr. ROE. Mr. Oberstar.
Mr. OBERSTAR. Thank you, MT. Chairman.
When Mayor Hofstede talks about the economic conditions that

drive people from the cities to the suburbs he is talking about my
district. They migrate north into what we in Minnesota call God's
Country. I am very pleased, Mayor, with your call for an expanded
level of funding for EDA. I think $1 billion for even just title I, just
the public works grants, would be a good target, and spread that out
among the other sections of that program, I think you would have to
have more than $1 billion.
I might differ with you over the 50-50 split between urban and

rural areas. I do not know that we have to be stuck with a formula
that would tie the Agency's hands, but certainly some division of fund-
ing is in order. I was interested in your three proposals for Federal
urban economic recovery programs, accelerated public works, which
we have already passed, in both this committee and the House, and
urban economic development assistance and emergency fiscal assist-
ance. I'm not quite sure lust how that latter would be used. That sounds
to me like revenue sharing Which you already have in place.
Mayor HOFSTEDE. Something like the chairman spoke of, the counter-

cyclical bill, that where unemployment reaches 6 percent, and that
is the bill we are talking about.

iMr. OBERSTAR. Well, n light of testimony that this committee has
had over a period of a number of years, dating back to 1962, with the
original accelerated public works program, and the testimony by
Leon Keyserling, the former Chairman of the Council of Economic
Advisers George Meany, at the time and other witnesses, saying that
the counlercyclical was or as it was called then, standby capital
improvements, was not a viable program. How do you come to that
position?
Mayor HOFSTEDE'. Well, Mr. Chairman, I come to the position that

we are at right now, and I might add that countercyclical is—what
we are talking about is—when unemployment reaches 6 percent, you
know, so much money is pumped into the economy and directed to
the States and to the cities. It is different from revenue sharing, which
is a direct grant.
Now, we are not saying the revenue sharing program is another

issue all by itself. We are saying during times of high inflation or
recession that we have the help of the Federal Government to meet the
real needs of the city, and the kinds of bills that you have outlined
here are the one that we think are necessary, not just one, but the com-
bination of them all, to solve the problems of the cities of America.
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Mr. OBERSTAR. Well, we already have a title IX program in EDA
which I think goes farther and is a far better response to the needs by
anticipating developments. Now, you remember when the White Motor
Co. was shut down in downtown Minneapolis and the problems that
that created, and that was anticipated, and we knew ahead of time
that it was in trouble, and that there were problems. We have a title
IX of the EDA that looks ahead to try to prevent those problem.
Now, wouldn't it be far better to beef up title IX and put $1 billion

in there or some respectable amount of money, and look ahead to the
problems, rather than reacting after we have already got them. Be-
cause the regular EDA program already provides when unemploy-
ment in an area goes up to a certain level that area is eligible, and we
could expand that and put more money in, to include the urban areas,
and beef up title IX, which looks ahead to prevent problems.
Mayor HOFSTEDE. Mr. Chairman, any time you can look ahead to pre-

vent problems, that is the way you ought to go, instead of reacting like
we always have in the past. It seems we never catch up in this business
of ours, and I think that direction in which you are going is a good di-
rection, but right now we need the money just to keep up what we
have got. And this is an emergency situation as far as most cities go,
and that we have to take care of right now, and maybe at the same
time try to take care of the problems of the future so we don't get into.
this position again.
Mr. OBERSTAR. One of the problems, Mayor, that I hear from the

people in my district is criticism of the major urban areas, metropoli-
tan areas, they have not done their part in the financial crunch, and I
guess they have in mind New York City, and Philadelphia, and the
outlying areas of Minnesota maybe are just a little shellshocked about
that and wondering what is going to happen to them if Minneapolis-
St. Paul gets themselves in the same predicament. How do you re-
spond to that
Mayor HOFSTEDE. Well, Mr. Chairman, if I may, we have no in-

tention of getting into that position, and we have—I think there are
two lines of relief, or three lines really you have the Federal Govern-
ment, which I firmly believe should—which is responsible—well, it
caused the high inflation and recession that we are now in, and I
think that the cities need help to solve that problem, and that is the
responsibility of the Federal Government. And the States, together
with the cities have the responsibility to help on their level. I have
indicated that we in Minneapolis in particular, have worked with our
State and our Governor, Governor Anderson to come up with some
solutions to solve, you know, our problems. And we have gone about
as far as we can.
You know, we have got tax relief from the State, we have got tax re-

lief or tax increment financing to help induce and encourage industrial
development in our cities, and we have the fiscal disparities bill which
will help. We are doing our part, except that by doing our part, we can
never catch up. If we have another year of 11 percent, and another
year after that of 11-percent inflation, eventually that pot—there is
an end—and then not only in Minneapolis-St. Paul, but Chicago and
many, many cities across this country are going to have very serious
problems.
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So right now is the time that we need some kind of help to keep our
(cities afloat. And while this goes on we hope that the mayors of this
.country will work with their States and you know, to help solve the
problems in their areas.
Mr. OBERSTAR. Mr. Chairman, we are very proud of this young mayor

in our State. You know, there is kind of an unwritten rule in Min-
nesota, to be mayor of a major city you've got to be under 40, and
Mayor Hofstede in Minneapolis and Mayor Boden who has testified
before our committee earlier this year, and who just was reelected, by
the way, a few days ago, and we are very proud of these young, ener-
getic, aggressive, hard-working mayors, and I wish you well with your
Upcoming election challenge.
Mayor HOFSTEDE. Thank you.
Mr. ROE. When I was 401 was a mayor too.
Mr. OBERSTAR. I know that.
Mr. ROE. Mr. Nowak.
Mr. NOWAK. First of all, Mayor, I want to thank you for your tes-

timony. I have read it in detail and I think you have highlighted sev-
eral of the areas that we are really trying to aim at. I was just won-
dering if you could give us some background as to what your financial
situation is in the city, as far as trying to accomplish some of these
things—your infrastructure, and trying to rehabilitate at the same
time, and trying to maintain your tax base, and maintain the level of
service that you feel is desirable in the city?
Mayor HOFSTEDE. Well, Mr. Chairman, if I may, I think every city

has to for the first time, if they have not,ibegin to take a look at just
what their tax base is, and the growth of that tax base, and you have
to take a hard look at the industrial and commercial end of that. The
housing end doesn't pay for itself anyhow, so you have to begin to
make sure that you develop a good commerical-industrial tax base.
And you have to analyze that and take a look at it and see what it is,
and kind of project that it is going to be. Obviously, that is difficult.
Now, the other question is what do you want to become; what do you

want to create? You have to answer that question. And when you do
that then you have to ask yourself what kind of programs do you have
to have to create that which you want to create, and what it does take?
As I indicated before what it takes for us in our city. We have done

something on the regional basis whereby we all share in what goes on,
all the commercial and industrial growth that takes place, we all share
in it. This is what we call our fiscal disparities bill, where 60 percent of
that stays within that community in which that business is built, and
40 percent is put into a metropolitan pool. So therefore, the entire
metropolitan area, the seven county area, shares in the growth of the
other communities.
Mr. NOWAK. If I may interrupt, is that the tax revenue from the

real estate tax revenue from those seven counties?
Mayor HOFSTEDE. Well, it is the assessment. What happens is that

they take the—for instance if you had a building of say roughly $20
million, or $10 million is easier, 60 percent of that would stay—of the
assessed value would stay within that community to be taxed, and the
other 40 would be put into a metropolitan pool, and that would be
distributed on a formula basis, and that is done primarily on a popula-
tion basis.
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In this case Minneapolis would get about $10 million increase in
their assessed valuation, and that goes up so that we can tax more than
what we had before.
Mr. NOWAK. Even if it is not within the confines of the city?
Mayor HOFSTEDE. That is right. So when I build—you build an NSP

plant where it should be built and not in the community that lobbies
the hardest for it. You put an airport, for instance, in an area where
it is the best to go, and not where some mayor knows the other mayor
and knows the Governor and puts it in there. You put it in the best
spot, because everybody, you know, benefits from the 
Mr. NOWAK. Employment ?
Mayor HOFSTEDE. Right.
Mr. NOWAK. This is countywide or regionwide ?
Mayor HOFSTEDE. This is seven counties wide, this is our region,

metropolitan region, this is a State bill. In addition to that we have a
number of tax increment districts whereby we sell bonds to tear the
land—or we buy the land, tear the buildings down, and we have a
developer come in and the Increase in taxes that that new development
has, it pays for the bonds that we have sold. So that is called a tax
increment district.
We have a number of those in the city of Minneapolis at the present

time.
Mr. NOWAK. What we are trying to accomplish in this new legisla-

tion, of course, are many of the things that you have talked about in
your testimony. I have been. tryinc, also to find somewhere where a
shift can be made recognizing the fact there is a shift in the problem.
There was a very high unemployment and rural problem that existed
in 1965, and the committee, I think, formulated the legislation to meet
that rural problem. I think they have succeeded to a great extent. At
least the Appalachian Regional Commission, which has been sub-
stantially funded throughout the period of years, has testified that
they have had great success.
But now we are 10 years later and I can see that we are having

a shift to the high unemployment we now have in the cities. Some help
has been given to those other communities, so perhaps it is time that
everybody realized that there has to be a shift in another direction.
And I have introduced a piece of legislation which really just

amends title IX. At least, it is a start to shift some of these funds to
an area so that we can look at long term economic deterioration, instead
of as in title IX which exists today, a sudden dislocation which would
be mandated before the funding could be received. And, of course,
the funding would be very flexible.
I hope this is a direction you can endorse. I would like to see the

league formally look at that amendment. You have stated a
much higher funding level than we have available, but I think, too,
that at least changing the direction of that specific title IX would be
a movement in the right direction.
Now, I do not know if you have had an opportunity to look at it.

I think we had somebody try to supply it to you anyway.
Mayor HOFSTEDE. Yes. Yes; WO will look at it.
Mr. NOWAK. Thank you very much. I have no further questions.
Mr. ROE. Thank you, Mr. Nowak.
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We appreciate all of your help and your splendid testimony. Mr.
Mayor, and we will do our best to do something about it.
Mayor HOFSTEDE. Mr. Chairman, if I may, I will say that the Mayors

will support you when the time comes. It is now time.
Mr. ROE. Well, the call is there my friend, and we will need your

help very shortly. Thank you again.
Mayor HOFSTEDE. Thank you very much.
Mr. ROE. Our next witness is the Honorable Donald R. Raney,

president of the National Association of Development Organizations,
and executive director of the Northwest Arkansas Economic Develop-
ment District. He is accompanied by Mr. Robert Chandler, vice
president of NADO and Mr. Gerald Skutt, secretary-treasurer of
NADO. We welcome you again, Mr. Raney. You are not a stranger to
our committee, and I will defer to my good friend, John Paul Ham-
merschmidt for your formal introduction.
Mr. HAMMERSCHMIDT. Well, Mr. Chairman, I am going to take

about a minute and a half or 2 minutes of the committee's time here
to welcome and introduce to the subcommittee Mr. Donald Raney,
executive director of the Northwest Arkansas Economic Develop-
ment District. Mr. Raney is a long-time friend and an old acquaint-
ance, and he is one of the best and most knowledgeable economic devel-
opment district directors in the United States. He will probably be one
of the best witnesses, and the most knowledgeable witness, to appear
before us

' 
particularly as it pertains to district activities.

And I know that he is being followed by another illustrious man,
Mr. Foley, who has a great amount of knowledge, and who has a broad
overview of the program.
But Don has been involved in the economic development districts

since their inception. Arkansas fortunately was one of the first States
to be divided into districts, and the first one to be wholly divided into
districts, which gave Don a great advantage, but other than that, he
has done everything that every good citizen does in a small town. He
has been president of the school board, he has been president of the
Rotary Club, he has been president of the PTA, and he has been an
outstanding Scout leader all those things that give you an under-
standing whenever you are dealing with the people of the grassroots
life which districts do.
Don served in the Marine Corps, and he attended the University of

Arkansas, and was engaged in a retail business for some 16 years,
which also gives him a good feel for the business community. And
prior to becoming associated with the economic development program,
Mr. Raney was the director of a $5 million urban renewal project for
some 7 years.
He is a charter member of the National Association of Development

Organizations and has served in various national capacities of the
organization, including vice president and now he is the president
of NADO, I certainly welcome him here today along with his col-
leagues, Mr. Chandler and Mr. Skutt.
Thank you, Mr. Chairman.
Mr. ROE. Thank you, Mr. Hammerschmidt. Mr. Raney, the full text

of your prepared statement will appear in the record at this point.
[Statement referred to follows:]
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STATEMENT OF DONALD A. RANEY, PRESIDENT, NATIONAL ASSOCIATION OF DEVELOP-
MENT ORGANIZATIONS, EXECUTIVE DIRECTOR, NORTHWEST ARKANSAS ECONOMIC
DEVELOPMENT DISTRICT

Mr. Chairman and Members of the committee, My name is Donald Raney and
I appear before the committee as President of the National Association of Devel-
opment Organizations representing over 100 Economic Development districts—
the "front line troops" in the implementation of the economic programs developed
by this committee.
I am also Executive Director of the Northwest Arkansas Economic Development

District. Accompanying me today are: Mr. Bob Chandler, Vice President, NADO,
and Executive Director of the Lower Rio Grande Valley Development Council,
and Gerald Skutt, Secretary-Treasurer, NADO, and Executive Director, Central
Puget Sound Economic Development District.
We understand that the purposes of this series of hearings is "to consider

pending legislation to amend the Public Works and Economic Development Act
of 1965, as amended."
I would be less than honest if I didn't admit that many of us are more than a

little confused regarding the status, purposes, and "grand strategy" in respect
to the various pieces of economic development legislation now before the Congress.
NADO does understand and supports the prior actions of this committee and

the House of Representatives in the passage of HR 5247, The Local Public Works
Capital Development and Investment Act and HR 4073, The Appalachian Re-
gional Commission extension.
We obviously support without hesitation a three year extension of EDA as

proposed in HR 9398. The Administration's long awaited endorsement of EDA
is in our estimation a vote of confidence in the persuasive abilities of your former
colleague, Wilmer D. Mizell, Assistant Secretary for Economic Development.
A three year extension will help permit the States, the districts and local

governments to address problems of economic dislocation in a more efficient
and effective manner. We have for some time been operating on a crisis to crisis
basis. Thus we are pleased to see the new commitment of the Administration.
We hope, however, at the same time to see a re-evaluation by the Administration
and the Congress of a meaningful financial commitment as well. Continued fund-
ing on the level of the fiscal year 1976 requests of the Administration and funding
as provided by the House Appropriations Committee is not a complete commit-
ment With a national unemployment figure over 8%, the approximately $300
million annual proposed for the EDA. program is not realistic—and is at best a
token political judgement rather than a commitment to EDA as a major tool for a
national growth or economic development policy.
We understand this committee is also considering possible economic develop-

ment in the cities. NADO has during the past three years initiated considerable
rural-city dialogue in respect to economic development programs. In cooperation
particularly with Ken Patton, President, The Council on Urban Economic
Development and Ken Fry, Executive Director, the sub-state districts have
strongly supported authorizations and appropriations providing funding for
planning and projects for urban economic development problem areas.
NADO, representing a non-metropolitan constituency, is convinced that the

development of a national public investment policy or a national growth policy
is short-sighted unless we work together. At our annual convention in Duluth,
the membership passed the following resolution:

"RESOLUTION: CITY-RURAL DIALOG

Whereas: the economic problems of urban and rural areas have become increas-
ingly interdependent; and
Whereas: It is imperative for the economic health of the whole nation that

these problems be treated as interdependent, the membership of NADO requests.
Therefore: that the officers and board of NADO continue and expand dialogue

with those national organizations who represent urban interest and in order to
find mutually agreeable economic policy positions."

It might be in order at this time to congratulate Assistant Secretary Mizell
for his initiative in trying to make EDA work. He is obviously fully aware of
Congressional intent. The employee morale is excellent. The new management
team is committed to the implementation, if I may quote Mr. Mizell, of "a flexible
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program with tools that aid States and local communities to develop a variety
of solutions to overcome problems that are as varied as America itself."
NADO obviously is convinced that the district is the "keystone" for successful

input into economic development on a local level. We endorse with enthusiasm
Mr. Mizell's statement before the committee this morning as follows: "It is
important to note that the objective of all EDA programs is to assist local
communities to do the job themselves. We don't dream up proposals or grandiose
plans in Washington. EDA projects originate with and in the community."
We are pleased to testify that Assistant Secretary Mizell has demonstrated

this commitment in his public appearances and in the administration of the EDA
program. The controversial "work program" for instance, which presented serious
problems to local government and this committee last year has been removed
through administrative action. A procedure has been established which permits
goals and objectives to be established for project priorities by the administra-
tion and project selection and local priorities to remain the responsibility of
the local elected officials.
NADO has during recent months, in anticipation of possible review of existing

EDA legislation by this committee, spent considerable time in examination of
recommendations for "housekeeping" and major revision of the Public Works
and Economic Development Act of 1965, as amended. We have also considered the
possibility of major new legislation which might be developed as part of the
Public Investment Policy approach of this committee as expressed in previous
meetings of this committee by Chairman Roe and other Members.
In the meantime, there are a number of priorities that we hope this committee

might be able to resolve within the next few months in cooperation with the
Senate: (1) We would hope to see passage by both houses as soon as possible of
the 3 year extension (HR 9398) ; (2) The failure to pass some version of HR
5247 has been a calamity. Funding provided by Title X has identified the ability
of the system develop and implement quickly meaningful public works projects.
However, we still need the dollars and the flexibility provided in HR 5247—and
need for this legislation is as great today as it was 6 months ago; (3) We also
would like to see early passage of HR 4073. Our organization has not taken
a stand on the action by the Senate in adding Title V to the Appalachian bill.
We must admit, however, that we would be a lot happier if the Senate amend-
ments more clearly defined a partnership role for the states, regions and dis-
tricts in the legislation and the committee report.
I recognize that this is probably not the time to discuss "Housekeeping"

amendments. However the committee may want to review current EDA legisla-
tion in depth for possible action as part of HR 9398 or as part of your oversight
and future hearing schedules. If the committee decides to consider "Housekeep-
ing" amendments during this session we would be pleased to provide a detailed
memo of NADO's recommendations and meet with your staff to review them in
depth.
In addition to the "housekeeping" problems there are a number of special prob-

lems—or needs—afflicting the districts that we hope that you might seriously
consider for immediate action.

EPA'S 302(b) (1) PROGRAM

There is a need to give more specific program direction to EDA's 302(b) (1)
efforts. In the absence of definitive guidance as to the legislative intent, there
has been some controversy over the type of activities that should be supported.
Also, there are some who favor the repeal of that authority. Our recommenda-
tions on the program applications are:
(a) Fuel conversion assistance;
(b) assistance to local governments within a district to plan for actual or

expected developments which will have a substantial impact on the district
as well as the specific community being assisted;
(c) assistance to local governments to develop a system of dealing with or

meeting the environmental assessment and related requirements imposed by state
or federal legislation;
(d) assistance to local governments in developing programs for the most effec-

tive use of general revenue sharing funds; and
(e) engineering assistance to prepare preliminary estimates in connection

with the development of a prioritized inventory of needed public works projects.
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EXCESS PROPERTY

We call your attention to H.R. 9152 now in Government Operations which
takes away from the Title V Commissions the authority granted by this com-
mittee to handle Excess Property. The same legislation takes away the authority
for economic development districts to administer the excess property program
and transfers this authority to the states. This is an important new program
tool for the districts which we would hate to lose. NADO has just completed
a series of training programs on a local level and although this is a new EDA
activity over 39 grantees in recent months have obtained the use of local govern-
ment property involving over $7 million.

OEDP

Members of this committee have in the past heard of pleas from NADO for
more formal recognition by the Congress of the OEDP. The Overall Economic
Development Program, in too many instances in the past has been considered
primarily as a qualifying document to obtain federal funds rather than a viable
document which might be used by all government agencies as a comprehensive
planning and action document. The future role of the OEDP is the subject of
considerable discussion throughout the country today as the districts review
their responsibilities for input into the new state economic development planning
programs now funded by the EDA "302" program.
Planning on a district and state level today is action oriented. Local govern-

ment is faced with new issues caused by environmental problems, export-import
problems and major energy issues.
The regional offices of EDA, and Assistant Secretary Mizell are aware of the

changing program needs. NADO hopes that the Public Works Committee will
also recognize the changes that will be required in EPA planning and prografi
priorities resulting from the development and use of a meaningful OEDP planning
document.

TESTIMONY OF HON. DONALD R. RANEY, PRESIDENT, NATIONAL
ASSOCIATION OF DEVELOPMENT ORGANIZATIONS; ACCOM-
PANIED BY ROBERT CHANDLER, VICE PRESIDENT, AND,
GERALD SKUTT, SECRETARY-TREASURER, OF NADO

Mr. RANEY. Thank you very much, Mr. Chairman, and my friend,
Congressman Hammerschrnidt, you are very kind. Our organization
does represent over 100 economic development districts across the
United States. We provide service to all of the economic development
planning districts of some 245. We feel like we are the frontline troops
in the implementation of the economic development program.
My district is about 230,000 people in population. Mr. Chandler,

who is the lower Rio Grande and Texas, represents over 500,000 peo-
ple; and Mr. Skutt from the State of Washington has 1,904,000 people
within that district.
We do have :growth centers, and we do have SMSA areas within

all of our districts. We do support this 3-year extension. In fact, all
of us who are in economic development posts feel that H.R. 9398
comes to us as a Christmas present, because it will be the first time
in history that we have had 31/2 years to look ahead and to give
services to our communities.
Mr. ROE. You are referring to Christmas in the year of our Lord

1975, I hope.
Mr. RANEY. Yes, sir. We think the 3-year extension will help our

States, districts, and local governments to address the problems of
economic conditions in a very efficient and effective manner. We have
sometimes been operating on a crisis-to-crisis basis.
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'Continuing funding on the level of this year of 1976 requested to
the administration and the funding provided by the House Appro-
priations Committee is not a complete commitment for us. With the
national unemployment rate at over 8 percent, the approximately
$300 million annually proposed for the EDA program is not enough,
because inflation has already eaten that up.
We understand the committee is also considering, and I have heard

it here today, economic development in the cities, and we have always
bought that part, and we have worked very much in cooperation with
Ken Patton and the Council on Urban Economic Development, be-
cause through these substate districts, the urban areas are also a part
of our problem.

• There are a number of priorities that we hope this committee will
try to resolve in the next few months, and we would like to see passage
iby both Houses, if possible, of course the 3-year extension.
We. however, still feel that the H.R. 5247 and the dollars and the

flexibilities provided in this legislation, as great as it was 6 months
ao-o, we would like to see the early passage of H.R. 4073. Our organi-
zion is not taking a stand on the action by the Senate in adding
title V to the Appalachian bill. We must admit, however, that we
would be a lot happier if the Senate amendments were more clearly
defined with a partnership role for the States, for the regions, and
ite districts in the legislation and in the committee report.
We realize that it may be that this committee and this Congress

'will not have the opportunity to take care of housekeeping amend-
ments, but if we do, our committee and our organizations would be
very most happy to work with your committee and the EDA 302B
program, and in the excess property program, and we would like to
call your attention to-the fact that H.R. 9153 is now in the Govern-
ment Operations Committee

'b
and hearings will start the 29th of this

month on taking the authority away from title V commission to receive
excess equipment, and I might say, when you do that, then you take
away from our entities of government the opportunity that we have
now experienced in the last 6 to 9 months for heavy equipment for
the building of county roads, city streets, and all those things that
are a part of the economic development process.
And of course, we are very concerned, as your committee has been

in the past, over the overall economic development program, and the
OADP, and we in the organizations and districts and Mr. Mizell
have made the commitment to each other that we are going to work
toward a better overall economic development process.
And in closing, we are very appreciative of the fact that we could

be here with you. The economic development districts represents
two-thirds of all the counties in the United States. Thank you, Mr.
Chairman.
Mr. ROE. Thank you, Mr. Raney.
Do any of the other gentlemen have any comments or testimony

that they would like to give?
Mr. CHANDLER. I would just like to have Congressman Hammer-

schmidt introduce me, that's all.
Mr. ROE. He is working that up now.
Mr. CHANDLER. I have nothing to say, thank you.
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Mr. HAMMERSCHMIDT. And I would like to discuss with Don, if I
may, Mr. Chairman, just briefly, from the benefit of your experience
both in the Northwest District and nationally under NADO, several
of the recently added EDA programs, such as title IX, and 302, and
expand on your experience and give us any suggestions that you
might have.
Mr. RANEY. Title IX, I think, will be an effective tool. I feel like

though at the present time title IX is outside of the normal process
and it can be brought into the normal process and be made a good
planning tool. Again, as the chairman has said, the process of planning
requires looking ahead and seeing the problem, and then we can use
title IX to solve it. So we would like very much to see it brought into
the process of normal economic development.
Mr. HAMMERSCHMTDT. How have they used section 302 grants? They

have not been used exactly as our committee and Congress envisioned
them.
Mr. RANEY. Well, 302—B, of course, could be used in our energy

assistance programs, and it could be used in assistance to local gov-
ernment within the district to plan for the actual or expected devel-
opments, which would have a susbtantial impact on the district, as
well as on a specific community. It could be used in connection with
engineering and architectual assistance to prepare the preliminary
estimates in connection with the development of priority plans. It
can also be used as assistance to local governments to develop a system
dealing with environmental, assessments and those requirements that
you need.
We realize this is a very new section and it is a hard one to under-

stand. We do hope that with the guidance of the committee and Mr.
Mizell and his staff that we will all be able to get a better handle on
this program.
Mr. HAMMERSCHMIDT. Let me ask you about one more thing. Re-

garding title X, while I realize it was suddenly promulgated and
administered, and thrust out there in a short timeframe, it neverthe-
Jess has been a regional mandate as to what EDA's function in title X
has been. Can you comment on that?
Mr. RANEY. Well, of course, title X is throwing a tremendous bur-

den on EDA. I am talking about the economic development adminis-
tration, because it is then led to believe that they have all this $125
million, and that they have all this $375 million and when the pie is
cut up, that is not so, as you heard the testimony this morning.
So it has not been fair to EDA. It has not been fair to the districts

and the regional commissions who have tried to assist them, because
we have got flak from every corner on it, and we realize that your
committee realizes this.

Title X has proven one thing, I think, that the delivery system of
economic development districts has provided good projects that are
lasting projects, and as I grew up, the WPA signs are still up, and
thank God for it, and I think throughout the districts which have had
an opportunity of becoming involved in this, we are creating just the
same good types of projects.

It also has proven that a good Federal agency like EDA can move
when it needs to be moved.
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Mr. HAMMERSCHMIDT. You know, every witness we had on that
public works acceleration program on creating jobs and you might
:say from the most conservative Republican Governor to George Meany,
,said we need projects on the drawing board. We had a lot of projects
.on the drawing board which would never have been there if it had
not been for the Economic Development Act of 1965, and the ensuing
:activity since that time.
Mr. RANEY. That is very true, sir, very true.
And if your $5 billion bill had gotten through or hopefully it might

get through, we can fill that one full too with good projects.
Mr. HAMMERSCHMIDT. Thank you very much, Mr. Raney.
Mr. ROE. Mr. Oberstar.
Mr. OBERSTAR. Thank you, Mr. Chairman.
Don, I thank you for a very fine presentation, and the usual out-

standing job that you do for NADO, and your associates particularly
Bob Chandler, whom I have known for many years. 

associates,
are very

proud of the fine job that the development district programs have
done in Minnesota, and of course, the leadership there given by Rudy—
Escelot—who continues to be a topnotch professional in his field.
I think one of the strengths of the development districts program is

that it is responsive to local elected officials, and the fact that the law
requires the boards to be composed of 51 percent local elected officials
gives you that responsiveness to local needs and concerns with local
problems, and you don't get too far away from the needs of people
just around the corner, because you have those kinds of folks serving
on your board.
One question I have, well, first, I would say that I was very much

interested in your comment about hearings soon to be undertaken on
the surplus property story. That is a matter of very much concern to
me, and I know that the area of regional development commissions
may include use of that authority. We have worked with the Upper
Great Lakes Regional Commission in helping the various communi-
ties throughout our territory to secure the property they need. I would
personally be glad to work with NADO in retaining that authority.
I would like to focus on one issue and that is the relationship between

the development district and the title V commissions in the very broad
spectrum. How has that relationship worked out across the country?
I recognize there may be differences from one commission to another,
but are they coordinating with you and with your planning capabil-
ity ? Are they treating you like coequals, or just what is the relation-
ship there?
Mr. RANEY. I believe I am the only director here that has a regional

commission. I am involved in the Ozarks Regional Planning Com-
mission, which our districts were formed under the late Governor
Rockefeller, and from them we are now into our third Governor. We
have enjoyed a very good relationship with them. In the past 7 months,
a member of my staff', a director of my economic development program,
has sat in regular meetings in planning the Ozarks regional strategy,
which they are about to complete at this particular time.
The Ozarks Regional Commission supplemented funding, and the

funding program has been a tremendous assistance to our small enti-
ties of government who under no circumstances could come up with
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50 percent of their projects, and the answer to your quesction is yes.
We have had an input into the Ozarks Regional Commission, and I
hope that we will all see the day that we do, because it is a very
necessary thing for our district, and for our entities of government.
Mr. OBERSTAR. One other question relating to the title X, our

Arrowhead Development Commission has been very closely involved
with reviewing title X projects. Has this been the case with other
districts across the country?
Mr. CHANDLER. Jim, our district does; yes, we review them all.
Mr. OBERSTAR. Has that worked out well so far as—you know there

is an awful lot of competition among the communities for those few
dollars, and have they responded well to your review system?
Mr. CHANDLER. We have had the process, of course, and we have

been the A-95 review agency also, and we handle that responsibility
and have many years, and we have reached the point that the process
is refined as much as A-95 can be refined, and it works as well as it
can work. We have some problems with A-95, but that is not what you
are talking about.
The title X thing, as far as we are concerned, with A-95 works well,

and we think it should be a part of the process.
Mr. OBERSTAR. Thank you.
No further questions, Mr. Chairman.
Mr. ROE. Mr. Nowak.
Mr. NOWAK. Mr. Raney, you have had a broad base of experience

as we mentioned here before, and I wonder if you could tell me where
you are finding the greatest economic dislocation or problems within
your general area? What type of entities have in the last 3 or 4 years
had the greatest problems?
Mr. RANEY. Well, I guess I would have to say we are reversing ours.

They are leaving the cities and going to the counties, and this is where
we have our problems, as unpaved country roads, unpaved city streets,
water and sewer systems, only inside of the core of the larger cities,
and consequently being a rural nine county area, our problems are
reversed. And the fact that now without very much of a tax base, on a
population base, we are facing problems with trying to provide those
people with services and also providing them wiejobs.
Mr. NOWAK. And you say it is shifting. Are you saying that the

suburban areas around your metropolitan areas have a higher
unemployment be?
Mr. RANEY. No, our central cities, because this is where the major

industries are, are still right now experiencing the higher unemploy-
ment rates, yes.
Mr. NOWAK. How about the tax exempt properties? Where do they

occur?
Mr. RANEY. Well, our tax exempt, of course, is all throughout our

district in the form of what is known in Arkansas as title IX, and we
are being able to stay within those because most of the industries that
we have are below the $5 million level in expansion or the new plants,
but financing is a problem, but we are seeing help through the Farm
Home Administration, and through the Small Business Administra-
tion. but if this $5 billion is removed, why it is going to bring industrial
expansion to a halt, yes.
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Mr. NOWAK. Now, how about the—what would you guess would
be the poverty level within the metropolitan area as against that in
the suburbs surrounding that metropolitan area? Where would the
heaviest poverty occur?
Mr. RANEY. Well, our heaviest poverty is in our rural counties. I am

talking about a country 5/000, 7,000 or 9,000 people. There is pockets
of poverty in our larger cities which is 30,000 and 20,000 and 12,000,
but most of it is still in the rural areas of our district.
Mr. NOWAK. What is the largest city you have in your district?
Mr. RANEY. 30,000 people, but of course it is backed up by another

one which is 20,000 right beside it, and then four other cities, their
boundaries are within this, so we end up with having a central city
of somewhere in the vicinity of about 65,000 people that is stretched out
down one highway.
Mr. NOWAK. I see. Thank you. I have no further questions.
Mr. ROE. Well, we thank you, Mr. Raney, and your colleagues Messrs

Chandler and Skutt for your splendid testimony. We will be calling
on you again in the very near future. Thank you.
Mr. RANEY. Thank you, sir.
Mr. ROE. If it is satisfactory with the next witnesses, I would like.

to request that they participate as a panel with Mr. Patton, who is
president of the Real Estate Board of New York; and Mr. Foley,.
who is general partner, Everest Corp., representing the Council for
Urban Economic Development; Mr. Paul N. Zimmerer, executive
director of the Mayors' Committee for Economic and Cultural De-
velopment, Chicago, Ill.; and Mr. Ronald C. Kvsiak, director of com-
prehensive development, Department of City Development, Milwau-
kee, Wis.
If you gentlemen would gather together, we welcome you all. You

may summarize your testimony, and if there is no objection your full'
statements will be placed into the record.
[Statements referred to follow:]

STATEMENT OF D. KENNETH PATTON, PRESIDENT, NATIONAL COUNCIL FOR URBAN
ECONOMIC DEVLLOPMENT

My name is Kenneth Patton and I am President of The National Council for
Urban Economic Development. I appreciate this opportunity to address your
Committee today.

Political observers, surveying the American terrain during the past decade
and a half, compartmentalized a certain set of dilemnas, which they named
"the urban crisis." Both their perspective and their definition have proven in-
correct. What is wrong with our cities today can no longer be separated from
what is wrong with our nation at large. Despite their misperceived un-American
image, cities tend to be harbingers of what every other place in our country
Will inevitably confront. America's economic calamity has resulted, in great
measure, from ill-conceived federal policies. The greatest burden of that
calamity is now borne by municipalities. However, the rest of America would
be gravely mistaken in regarding its urban centers as a collective shield
from economic catastrophe. Unless the federal government revitalizes our cities
with public works programs to re-build the urban infrastructure, all America
will surely inherit a grim destiny as our competitive economic position declines,
our environment deteriorates and our society betrays its egalitarian principles.
In the summer of 1967,, a somewhat isolated and nationally unknown section

of Los Angeles called Watts burst at its seams. The streets of Watts,: blazing
on our television sereen, came to symbolize the consequences of chronic urban
poverty. Today, entire American cities suffer from indices of under- and unem-
ployment that are equal to, or worse than those afflicting Watts' eight years ago.
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The federal administration predicts high national unemployment for the
next five years_ Unemployment is estimated to remain at about 7% through 1978,
declining to 6.2% in 1979, and 5.5% in 1980, according to the Office of Manage-
ment and Budget. But these national expectations mask even more dire prospects
for America's cities. The contrast between unemployment satistics for the
national population compared to those for residents of urban poverty areas
reveals how grievously federal policy choices have injured the inner city. For
example, in 1974 according to data based on Census Quarterly Surveys released
by the Bureau of Labor Statistics, nationwide unemployment stood at 5.6%,
but poverty areas in central cities registered a 10.6% unemployment level. How-
ever, although national teenage unemployment reached a sorry 16%, central
cities experienced an unthinkable 31.2% unemployment index. Most observers
agree that Black teenage unemployment has probably reached the 40% mark
by now. The social implications of this situation are both obvious and ominous.
How can we repair the hopes of a generation subjected to so cruel an initiation?
How will we rescue the human talent desperately needed to solve the problems
of an increasingly complex society? How can we allow millions of Americans
to languish in despair and bitterness?
Recent federal policy has become a primer in counterproductive national be-

havior. Cities offer the greatest promise in achieving economic recovery, environ-
mental reform, energy conservation and social equality. Yet, it would seem the
cities are being systematically debilitated by Washington. Washington lets cities
carry the burden of welfare, while granting public works hardware to the suburbs.
Suburbs get highways, while city streets are left to deteriorate. Housing sub-
sidies provide shelter for the revenue-producing rich in the suburbs and for
the tax-consuming poor in the cities. Money from urban deposits has been drained
off to electrify the hinterlands, support farm prices and bail out managerial
ineptitude in corporations hither and yon. Federal agencies have moved hundreds
of thousands of jobs out of urban centers. Railroads that serve cities have been
allowed (in some cases, intentionally) to go bankrupt while we have all drifted
through a 20-month long oil crisis without an energy policy.
The nationally self-destructive aspect of federal indifference to urban economies

becomes manifest when one examines specific domestic policies in terms of the
energy crisis. Results produced by development incentives that lure capital away
from downtown provide a case in point. The suburban land use format is not
readily adaptable to mass transit arrangements. Yet, although the price of
gasoline skyrockets, America persists in emphasizing suburban and sprawl-type
developments.
This trend has made us an increasingly auto-dependent society. The demand for

gasoline escalates as its supply contracts in the face of emerging geopolitical
conditions. The Aspen Institute for Humanistic Studies reports that the per-
centage of our domestic consumption of petroleum coming from oil imports
rose from 15% in 1960 to approximately 40% in 1974. Yet, this is only half
the dilemna. Currently, we are forced to buy gasoline by exporting enormous.
quantities of agricultural products, a practice whose inflationary effects are felt
daily at every American dinner table. The Aspen Institute also notes that, in
1972-1973, American farmers depended on foreign markets to absorb 72% of
their wheat, as compared to 58% in the years 1963-1967. Significantly, almost
36% of America's agrible land lies within Standard Metropolitan Statistical
Areas, the very real estate ravenously eaten up by Spread City. Sprawl develop-
ment simultaneously heightens our dependence on gasoline while reducing our
ability to pay for it. Therefore, federal policies fostering suburban growth at
the expense of the cities—that whole panaply of highway subsidies and insured
home mortgages are providing inimical to our national economy.
Caught in the crossfire of inflation and recession are those minority citizens

stranded downtown in the wake of corporate and industrial outmigration. They
can't afford the reverse commute, much less the suburban mortgage. Their plight
becomes ever more desperate as employment moves out of their reach. Their
fate is the city's fate, too. As tax consumers come to out number tax producers,
the urban decline accelerates.
The concentration of assets assembled in the urban infrastructure is irre-

placeable. Only cities offer affordable job access to all categories of the workforce
via mass transit. In fact, cities which enjoy a variety of connecting public trans-
portation modes, go to work on a teacup of energy. Such cities are as much as
50% more energy efficient than auto-dependent localities, according to The.
Regional Plan Association. Cities also act as conservation devices. By cluster-

63-186-76 -8
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lug residential, commercial, cultural and industrial functions, we can protect
open spaces around the urban ring for recreational and agricultural activity.
Land proximate to population centers would become havens for all of us with
air free of exhaust fumes and vistas safe from the incursions of Spread City.
This protection• would ensure high standards of environmental quality for much
of our country.
Concern for the environment spurred us to re-examine the disposition of our

resources. We were permitting mountain ranges worth of usable materiel to
collect as waste, crowding us out of our own turf. Acknowledging that we could
spare neither -space nor materiel, re-cycling centers were organized to give our
previously discarded output a second and, perhaps, even a third or fourth life.
The cityscape is one of our nation's most impressive products and it must

not be squandered. The principles of re-cycling apply to urban economic planning.
We cannot save land and energy, elevate environmental quality or live up to our
democratic heritage unless cities are given another chance to do their precious,
inimitable work.

Federal investment in urban public works can re-cycle the city's assets and
generate proportionately impressive returns. America is now compelled to invest
its way out of a systemic decline that has compromised our efficiency and reduced
our international economic competitive position. The funds necessary to accom-
plish this goal are available, but they have recently been allocated in precisely
the wrong fashion. We are spending billions for tribute to the under- and unem-
ployed, and not one cent for the defense of our battered economy.
The largest single increase in the federal budget this year has been for un-

employment insurance, which currently carries an annual price tag of $20
billion. The recent $22.8 billion tax cut, designed to stimulate consumption of
less than essential products, combined with unemployment insurance, add up
to almost $43 billion in potential federal revenue, which could finance 5 million
public works jobs. We can afford to put people to work meeting the meaningful
challenge of re-building and re-newing the aging urban infrastructure. We can
cure unemployment and close what Walter Heller has called, "a yawning chasm
of $200 million a year between what the U.S. economy is producing and what it
could be producing."
I believe four major approaches should shape the agenda of a national urban

economic development program.
First, all relevant federal expenditures that have an impact on the economy

should be examined with a view toward establishing a comprehensive, coordi-
nated investment strategy targeted at the needs of distressed cities. Public
transportation, rail freight, and credit assistance •are among the programs
relevant to such a strategy. The House Public Works Committee tentatively took
up this idea a few years ago. I suggest that deliberation on a comprehensive
federal investment strategy would benefit from a review of similar efforts at
the state level in Ohio and New Jersey. An effective working relationship be-
tween state and federal programs promises accelerated benefits.
Second, much more federal funding should be earmarked for urban areas

that are underproductive. Critics of poverty programs created during the 1960's
travel through urban slums today asking where the billions went. Those monies
were not, for the most part, invested in making poverty-impacted areas more
productive, but in maintaining the lives of poor people at a sustenance level.
A refurbished economy—including first-rate rail service, incentives for plant
construction, sewerage and all the other elements of a sound physical setting—
would attract private investment to fund jobs for these decaying communities.
Citizens who now depend on government revenue to survive would then become
contributors to, rather than dependents on, public resources. The ensuing pros-
perity and social stability, attained through long-term, privately financed em-
ployment, could decisively improve government's presently precarious fiscal
position.
Third, our current experience with the seemingly immutable tides of inflation

and recession should have taught us that America's economy cannot be success-
fully managed by manipulating fiscal and monetary instruments from Wash-
ington. We must set about resolving those structural problems whose adverse
influence is most acutely felt by localities. The United States will not harness its
latent economic power unless the issues of energy conservation, plant efficiency,
manpower development and distribution of activity are conclusively addressed.
We must get the most out of our systems and ensure that employment opportu-
nities are delivered to the people who need them. The previonslY, mentioned



107

national comprehensive urban economic development strategy should be formu-
lated to meet the requirements of those centers of production whose well-being
is the cornerstone of our nation's economic strength.

Fourth, the broad range of federal tax policies should be closely scrutinized to
root out any disincentives to investing in cities. In reality, money leaking out
of municipalities is power ebbing from our domestic economy. Excessive tax
depreciation allowances on inner city building encourages the deterioration of
potentially productive facilities. We must take the profit out of urban decline.
As mentioned earlier, suburban mortgages and highway subsidies extended by
the federal government draw investment off the urban turf. Mechanisms must
be created to make the cities equally attractive to private investment.
In the course of these remarks, I have stressed the undercompetitive nature of

America's economy, a stunning reversal from our once-unassailable dominance
on the international scene. The conditions of global commerce have been radically
transformed in only the past few years. Changes in monetary management and
newly-apparent natural resource scarcities have widened the field and made
the track quicker. France, Japan and Germany are now planning the kind of
multi-billion dollar national public works programs I have outlined today
to elevate the efficiency of their economic systems. We are now living through a
watershed period in history. America can realize its potential—and a vast poten-
tial it is—by uniting technology and talent to achieve productivity, prosperity
and social justice. Conversely, we can retreat from our national promise and
become a society sunk by the burdens of unspeakable human and material waste.
The choice is ours and it will reveal both our fate as a country and our character
as a people. Thank you.

STATEMENT OF EUGENE FOLEY, PRESIDENT OF MONTROSE INVESTMENTS,
NEW YORK, N.Y.

Ladies and Gentlemen of the House Economic Development Sub-Committee.
My name is Eugene Foley. I am a .partner with the Everest Corporation located
in New York City. Perhaps even more relevant to these hearings is the fact
that from August 1965 to November 1966 I had the honor, as the first Assistant
Secretary of Commerce for Economic Development, of heading up the brand-
new Economic Development Administration.
My work of late has brought me into daily contact with the problems of urban

economic development from the private sector perspective and I can endorse
without reservation the comments of Mr. Patton before me.
Even in good times, economic growth is a difficult proposition in most central

cities. The economic disadvantages of cities result from a combination of basic
.economic forces and unanticipated consequences of past federal policies. The
development incentives and federal assistance packages serve only to help even
the competitive balance between center cities and suburban communities—many
of which, by their own estimation, are growing too fast—so that center cities
can become economically viable.
This is an important national goal. The high levels and numbers of unem-

ployed, and poor people who reside in central cities and the outrageous cost of
continuously investing in new industrial and other economic development in-
frastructure in consistently more remote areas, suggest that government at the
local, state, and federal levels, should be concentrating efforts on economic pres-
ervation and redevelopment of central cities.
But, as you know, quite the opposite is true. Far from concentrating economic

development assistance in core city areas where the unemployed reside and
where muck of the economic infrastructure such as streets, sewers, utilities.,
transportation access and the like already exist, the urban areas have received
a pittance, certainly, compared to the need, but even compared to the federal
funds available.
No one need remind me of the rural concept which prevailed when the Public

Works and Economic Development Act was enacted in 1965. By then the poverty
program was in place, the Elementary and Secondary Education Act was almost
in place, and the economy was booming. We knew there were concentrations of
poor people in cities but the War on Poverty coupled with greatly expanded fed-
eral aid for education were expected to take care of that.
Our economic development concerns then centered on rural areas across the

country where out migration of the young labor force together with inadequate
-economic infrastructure prevented growth. And we have done much, largely
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through assistance under EDA programs, to rectify this situation. The State of
Arkansas, I believe, is a testament to the accomplishments of the Economic Devel-
opment Administration in rural areas.
As it turned out, of course, the poverty program, the Model Cities program and

others which concentrated on social symptoms of economic distress failed even in
combination to "solve" the urban crisis because, I think, they failed to address
the root cause—deteriorating urban economies. Even though EDA was viewed
as a rural program and even though resources were scarce, we took on that root
cause during the early days of EDA in several cities with, I believe, notable
success.
When the Brooklyn Navy Yard closed, for example, we recognized the severe

impact that action would have on an already depressed portion of the city. Con-
versely, we recognized the positive impact that a redeveloped facility could have
for local residents. Similar situations prevailed in Chicago where we concen-
trated EDA resources on industrial development of the stock yards and in Oak-
land where we provided funds for resources modernization of the port, park
development of an industrial park, and construction of access highways to the,
port and to the industrial park.
As rural economies have begun to improve through changing economic factors.

and through the intervention of EDA, and as the inherent weaknesses in urban
economies have become more apparent especially during the national economic
decline which began in the late sixties and accelerated disastrously in the past
year or two, the level of federal economic development assistance directed to cities.
has not increased to reflect that shift.
On a cumulative basis over the period 1966 to 1975, EDA has directed only

12.3%—less than one-eighth—of its public works, business development, technical
assistance, and economic adjustment resources to the nation's 90 largest cities
with populations over 150,000 people. In 1970, 24% of the U.S. population resided
in these ninety cities. Fifty of the ninety cities had 12.5% or more of their fam-
ilies living below the poverty line in 1970. And in March, 1975, the unemployment
rates in 66 of the 79 labor market areas for these cities were over 6.5% and one--
third showed unemployment rates over 10%. Yet, the cumulative dollar amount
of EDA assistance to these same economically distressed urban areas comes to
only $280,650,000 over ten years—just under one-tenth of HUD's community
development allocation in one year. In 1975 only 53 of the 90 largest cities in the -
nation received any EDA assistance at all, and only 58 of these cities have
received funds from EDA during the ten years the program has been in existence.
Even under EDA's much broader defintion of "urban entities" which includes any
community located in an SMSA of 250,000 population or more and not located in
an economic development district, only 20.6% of the agency's public works, busi-
ness development and technical assistance and planning resources, or $38,425,000,
will be directed to such "urban entities" in FY76.
It seems to me, then, in discussing federal assistance for urban economic devel-

opment, that an old and familiar theme must be re-stated. Cities are receiving -
too small a piece of far too small a pie. And yet while the theme is familiar, the
orchestration is now somewhat different. In program after program, the categori-
cal maze of the sixties has been replaced by the block grant approach• of the •
seventies placing more decision-making responsibility at the local level. And
those block grant programs have been well funded. The national allocation of
HUD's community development program in FY76 was $2,450,000,000. The Depart-
ment of Labor's on-going manpower development program funded under Titles I
and II of CETA was funded at $2,175,791,337. In the same year, ERDA's total
appropriation was $246,950,000 not including the special funding for the anti-
recessionary Title X Job Opportunities Program.
Thus in cities across the country, where an awareness for the need to treat the

causes of poverty and unemployment has been growing for years and is now
nearing full bloom, local officials are ready to move with development programs
that use the existing infrastructure, that emphasize the advantages of energy-
efficient urban locations, and that leverage private sector investment. They have •
the community development piece, they have the manpower training piece, and
they have the local flexibility, but they lack the keystone—economic development
assistance.
The contrasts are dramatic. Atlanta, Georgia is receiving $18,780,000 in FY76

for community development, has received $17,216,815 under CETA in FY75, and
has received in FY75 only $91,376 from EDA for economic development. For the
same years Pittsburgh, Pennsylvania iS receiving $14,415,000 for community
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-development, $17,198,243 for manpower, and nothing for economic development.
And Baton Rouge, Louisiana, a somewhat smaller community, is receiving
$1,993,000 for community development, $5,572,046 for manpower, and nothing for
economic development. This pattern is repeated in city after city. It is not sur-
prising that mayors and other city officials, even with strong support of the local
business and financial community, are staggered by the prospect of redeveloping
the economic base of their cities in the absence of effective federal assistance, are
befuddled by the inability of the federal legislative and executive branches to

.provide a coordinated domestic assistance program for cities, and are too often
forced to return to treating the symptoms of economic distress instead of its
causes.
The best way that I believe this Sub-Committee can move economic development

out of its step-child position and into an equal partnership with community devel-
'opment and manpower training is to consider some major revamping of the Pub-
lic Works and Economic Development Act of 1965. Times have changed since that
program was established a decade ago, and so must the program.
One key aspect of the program which I feel is due for re-consideration is the

designation procedure. There is, in my mind, no doubt that federal economic
-development assistance should be targeted to economically distressed areas. But
the current arrangement, developed in bits and snatches over a period of many
years, too often denies assistance to areas with real economic distress because
they statistically fail to meet the complex and rigidly set federal criteria,
forces local communities to adapt their economic development programs to fit
-arbitrary geographical boundaries established by the legislation, and leaves
•cities at the mercy of the Department of Labor which persistently refuses to
provide up-to-date unemployment data for areas smaller than labor markets. The
result is that cities are rarely designated to receive EDA assistance. To date, only
•50 urban or city designations have been made, and only 24 of the 90 cities with
.Population of 150,000 or more are designated at all.

The federal legislation and supporting regulations should set journal stand-
ards for economic distress measured on the basis of a variety of indices. Commu-
nities meeting all or even some of those criteria should be eligible to receive
federal assistance period.

This Sub-Committee should join with Congressman Daniels' Sub-Committee
on Manpower, Compensation, and Health and Safety and with your Senate
'counterparts to require the Department of Labor to provide accurate and timely
unemployment data for cities. It is my understanding that the CEPA legislation
passed in 1973 instructed DOL to fill this critical data gap, but that the Depart-
ment of Labor has not abided by that portion of the Act.

Furthermore, it should be a local option whether economic development in any
particular area is best pursued on the basis of the city, the county, a group of
-counties, or whatever, and that decision should be made on the basis of how other
major programs underway in the area such as community development, man-
power or transportation are organized, and on the nature of the local economy.
Programs should fit problems—not vice versa.
Let me outline two proposals which this 'Sub-Committee might consider. They

-alone would not accomplish the long range goal of opening economic development
:assistance to all areas in need, 'but would increase the possibilities especially for
urban areas to be designated.
One proposal is to reduce the municipal population floor of 250,000 stated in

Sec. 401(b) (4) of the Act. At this time counties, labor market areas, or cities
-with populations over 250,000 can be designated. Cities with populations under
250.000 can be designated under Sec. 401(a) (4) but must show a more abrupt
and substantial rise in unemployment rates than generally occurs in cities. Parts
of the city can be designated under Sec. 401 (a) (6). But the entire moderate
size cities with often severe but chronic economic distress are out of luck. Reduc-
ing the population minimum to 50,000 would enable the EDA program to fit well
with the Department of Agriculture's Rural Development Program which pro-
vides assistance to communities up to 50,000 population and would open EDA
designation to the 340 cities with populations between 50,000 and 250,000.
My second proposal is designed to facilitate the development and implemen-

tation of city-wide economic development strategies in cities where pockets of
economic distress occur. Specifically, I propose that a new "impacted cities"
designation be established under which urban areas having pockets of severe
economic distress can secure designation for the entire city. It is now possible
under Sec. 401(a) (6) for EDA to designate only the specific pocket areas where
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the economic distress is especially severe, but that designation imposes limits on
the city's ability to locate economic development projects outside the designated
area and map limit the city's access to Title I public works assistance. In
addition, the procedure for obtaining special impact designation under 401(a) (6)
has historically been more lengthy and complex than designation under any
other categories. The proposed "impacted cities" designation would avoid these
problems.

Another step which I feel must be taken by this Sub-Committee in order to
make economic development a major component of our nation's domestic program
is to extend more flexibility and decision making to the local level.
Let me hasten to point out most emphatically that I am a firm believer in the

need for the federal government to maintain ultimate accountability for the use
of federal funds. Let me also stress that with the possible exception of general:
revenue sharing, federal programs should be designed to achieve national objec-
tives. However, I feel that the best way for the federal government to achieve
these goals is to establish clear programmatic objectives and performance stand-
ards, to provide meaningful technical assistance to local practitioners, and to
conduct relevant, program-oriented research—not to set down arbitrary regula-
tions which often have the effect of hampering rather than encouraging effective
local programs.
EDA's public works and business development programs offer key examples of

this sort of counter-productivity. Because of the rigid and sometimes contra-
dictory definitions of what are not allowable activities and because of the un-
duly extensive application procedures required, local officials often feel com-
pelled to pursue less than optimum programmatic approaches in order to qualify
fOr federal EDA assistance or forgo federal assistance all together.

This kind of waste could be avoided if the federal government concentrated its
efforts on firm definitions of program objectives and performance standards and
on adequate monitoring and technical assistance leaving specific decisions on
priorities, problem definition, program design, and implementation to the local
officials.
The precedents for this kind of approach are there. This Sub-Committee cre-

ated EDA's Title IX economic adjustment programed fashioned along these
lines. Decision-making for community development, manpower, and to a large
extent transportation already is focused at the local level. For economic 'develop-
ment not to follow the same pattern is to severely restrict the ability of local
governments to move ahead with coordinated development programs designed
to meet local needs.
The need for a federal economic development assistance program which is rele-

vant to the problems of urban areas and available for their use has existed for
many years. The job rests largely with the members of this Sub-Committee under
the leadership of its very capable chairman, to meet that need.

STATEMENT OF PAUL N. ZIMMERER, EXECUTIVE DIRECTOR, MAYOR'S COMMITTEE-
FOR ECONOMIC AND CULTURAL DEVELOPMENT, CHICAGO, ILL.

Mr. Chairman, I want to extend my gratitude to you and to this Committee
for giving me the opportunity to present testimony regarding your consideration
of the Public Works and Economic Development Act of 1965, (as amended). It
is my intention to focus my remarks to you on Title II of the proposed legisla-
tion. Before doing so, with your permission, I would like to review the record
of this legislation briefly in terms of its effects on cities and urban areas. We,
in Chicago, began our experience with predecessor legislation, the Area Re-
development Act of 1961 and have been heavily involved in EDA programming
since 1965. Chicago has received nearly $30 million under all EDA titles in
total and has utilized these funds to create major industrial parks, a Skill Cen-
ter, and community based industrial conservation programs. I have personally
had an opportunity to witness very substantial shifts in the focus of this pro-
gram from nearly exclusive funding of rural areas to a considerable involvement
in cities. Despite this greater interest in urban areas, the period FY '66 to FY
'75, as I am sure has been pointed out to you, the Nation's 90 largest cities
have received less than 12 percent of Title II appropriations. As the. Nation suf-
fers continuing economic crisis, large cities and their constitutent populations
have tended to suffer a disproportionate share of unemployment. We cannot
lose sight of the clear evidence that establishes that basic building blocks of this
Nation's economy continue to be geographically located in major metropolitan
areas. Moreover, we must remain aware that the central city in each of these
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areas contains pivotal economic functions which are crucial to this Nation's
economic health.

Total appropriations to the Economic Development Administration programs
have never been large as federal programs go, but the effects on a permanent
basis of revitalizing the private sector in areas where conditions have caused
weakness have been very major. In Chicago, permanent jobs have been createdon an average investment of $1,500 per job. When compared with the alter-
native, public cost of supporting unemployed or underemployed populations,
this is a remarkable investment. Even more important, the jobs created have per-
mitted people to sustain dignity and hope and have created socio-economic
mobility for large numbers of people in cities. Clearly, a major shortcoming
of economic development programs in Chicago has simply been that there has
not been sufficient resources to do more of it. The Stockyards industrial park ini-
tiated in Chicago in 1968, is well on its way to completion. A similar industrial
park in Chicago's Midwest Impact Area, the site of Civil Disorders in 1968, is
on the brink of success. This second project was conducted under Special Im-
pact Programs and has heavily utilized community economic development
vehicles.

Chicago, perhaps unlike many other areas, has tended to heavily utilize EPA's
business loan program, as set out in Title II. In retrospect, I belive that busi-
ness loans are potentially the most important of the tools available in the EDA
program. The loan program leads directly to the provate sector participation
whch is essential to the success of any EDA project. An inhibition to more ex-
tensive use of Title II loans has been the lengthy and separate application pro-
cedure to EDA which frequently is not coordinated wtih the balance of proj-
ect planning. In Chicago, we have tended to overcome this problem to some ex-
tent because the EDA Regional Office is located in our city and we have had
exceptionally good cooperation in the processing of EDA loans. Even so, a three
to six month lag time has resulted in the loss of many businesses which simply
could not hold off for such a period on a location decision.
In our Stockyards project, we have had eight business loans, the largest of

which has been approximately $21/2 million to a variety of companies which form
the core of the industrial park. The business loan program is most important in
the early stages of an economic development project when it is vital to demon-
strate that businesses can operate_ successfully in an area which had been per-
ceived as economically distressed. Consequently, most of the loans in Chicago's
Stockyards were made between 1968 and 1970, when the project was getting off
the ground. Subsequently, as companies saw other successful companies operating
conventional loan programs became more important to the ongoing success of
the project.
During 1972, Mayor Richard J. Daley formed a Council of Manpower and Eco-

nomic Advisors. This Council integrates research planning and development activ-
itie,s of the City Planning Department, the Mayor's Office of Manpower, and the
economic development arm of Chicago. On the Council, where I have the pleas-
ure of serving as Co-Chairman, there are included major business leaders, many
university economists, representatives of relevant public agencies and citizens.
The Council is responsible annually to provide an analysis of Chicago economic
conditions, to create a long range economic plan and to prepare an annual in-
tegrated economic development and manpower program for the City. In prepara-
tion for my appearance before this Committee, I have asked the Council staff to
estimate the demand anually for business loans of the kind available under
Title II. Staff has estimated that Chicago could utilize as much as $10 million in
business loans per year, based on contacts with Chicago companies which have
requested loan assistance. In addition, the loan guarantee program available
under this Title would have a substantial effect in leveraging additional private
investments. One of the major subjects considered by the Mayor's Council of
Manpower and Economic Advisors, during the past year has been formation of
a Chicago Economic Development Authority with powers to assemble land and
issue industrial revenue bonds. With EDA business development funds, such an
Authority could substantially move forward. Chicago's plans to consolidate
Port administration, modernize the Port, develop an accompanying industrial'
conservation program targeted by the Council. I expect that within the month
that the Council will have transmitted a favorable recommendation to the Mayor
regarding creation of such an Authority in Chicago. The fact that the Council
has focused on the creation of industrial revenue bonding powers to supplement
and augment lending capabilities is direct evidence of how our local economists
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and businessmen view the importance of loan programs to our own economic
development projects.
I have noted with interest that a growing number of states have begun to capi-

talize on urban business development programs by providing direct business
development assistance. Some states have guaranteed tax abatement powers to
local jurisdictions and with EDA technical assistance support, we in Chicago
are currently studying a number of tax incentive programs and intend to for-
ward our results to the Illinois State Legislature for consideration. In fact,
currently before the Legislature is a proposal to implement tax increment financ-
ing which we believe will substantially enhance Chicago economic development
programs.
More specifically, Congressman Roe's own State of New Jersey has the fol-

lowing busine,ss development programs: partial state guarantees of privately-
placed loans for both industrial and non-industrial uses in high unemployment
urban areas; state guarantees of local revenue bonds; construction and working
capital loans to small urban businesses. In fiscal year 1975, under authority
granted by the Busines,s and Incentive Loan Act of 1969, New Jersey's Urban
Loan Authority committed almost $2 million in 27 direct loans and loan guaran-
tees to inner-city businesses.
I do not want to take an excessive amount of time before this Committee

which has such a heavy schedule, but I would like to suggest briefly two (2)
alternative mechanisms which I believe would require some legislative change
to increase local flexibility in the use of EDA programs. The objective here is
to provide local governments or quasi-public development authorities with
assured multi-year EDA support for Title II eligible projects otherwise accept-
Able to EDA. Given such support, local government could leverage a much greater
degree of private sector participation in its economic development program than
is now possible. I suggest these alternatives in order of preference. These are as
follows:

1. EDA capitalization of urban economic development corporation or authori-
ties with the power to make or guarantee business loans; in this approach, EDA
would be delegating certain of its authorities to local units in the interests of
improved program performance. Local performance could be subject to post-
audit.

2. EDA commitment of a dollar amount to approved local corporations or
authorities. The commitment, as suggested above, would be for a period of years,
perhaps four to five years, and would commit EDA to support projects otherwise
acceptable, after the normal EDA review process. The commitment would be
formal and binding.

Extending these considerations to their impact upon cities emphasis should be
given in making urban economic development self supporting. Without change in
the mechanism many of the proposals can be directed into support for joint
ventures between public and private sectors. Economic development generally
rates a lower priority in city resource allocation. Cities also need to become
,activists as well as participants in economic development. Self supporting joint
ventures can give an edge to economic development proposals.
Thank you again for this opportunity to present my point of view. I am

- available to you or to your staff to provide considerably more detail than I
have here with regard either to our own direct experience or to the 2 recommen-
dations which I hope•you will consider in undertaking your responsibility on this
legislation.

STATEMENT OF RONALD C. KYSIAK, DIRECTOR OF ECONOMIC DEVELOPMENT,
MILWAUKEE, WIS.

Mr. Chairman, Honorable Members of Congress. This is the first time I have
had the opportunity to formally discuss with a Committee of Congress, one of my
greatest concerns and my livelihood, the economic life of Milwaukee and other
central cities like it. Milwaukee, like most cities east of the Mississippi, was
founded on a heavy industrial base and drew to it many thousands of immigrants
from Europe, who manned its machine shops and built its industries. In time it
became a major transportation and population center similar to Detroit, Pitts-
burgh, Baltimore, St. Louis and Boston. Though its character, its people and its
culture are different, it is the same as all of the other cities in that its economy
was based primarily on manufacturing and industry,
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As new technology took the place of raw labor needs, as the freeways encircled
and ultimately cut through its central core and provided immediate mobility to
much of its population, and as blue and white collar families began looking for
the so-called "better life" in less congested suburbs and exurbs, and resulting
exodus of business and industry in Milwaukee was little different than similar
dislocations in Boston, Detroit, Cleveland, St. Louis, Chicago and other big cities.
Older, multi-story industrial plants could no longer compete with modern one
story facilities on the outskirts of central cities, or with the lower labor cost of
the south, across our border in Mexico or over the seas in Taiwan or Italy. As the
jobs were moved out of the central cities, across the country and across our bor-
ders, the once employed labor force remained, filling the unemployment rolls and
welfare lists.
In 1965 Congress passed the Public Works and Economic DeVelopment Act

which, for the first time, provided specific federal assistance to economically
depressed areas of this country. Though this act was primarily aimed at rural
economic development—as a particular response to the situation in Appalachia—
central cities such as Milwaukee found themselves in similar economic straits,
but discovered little urban sensitivity in the Economic Development Administra-
tion. Over time, this problem has been somewhat corrected and Milwaukee, like
other major central cities, obtains small but important amounts of direct EDA
financial and technical assistance. However, when, out of the entire EDA budget,
only $32 million was available last year for urban area economic development—
and $38 million set aside for this year—the slices of pie are very thin indeed.
As the recession deepened in 1973 and 74, and as inflation began to make it

more and more difficult for lower income workers to make ends meet, the weak-
ened industrial base of central cities began to deteriorate even faster. This same
scenario, on a smaller scale, also occurred in a number of rural areas where
major industries began to shut down out-moded facilities and to move their pro-
duction closer to their markets and to centralize manufacturing centers to the
south or overseas. It was in response to this economic situation that Congress
amended the Economic Development Act, through the addition of Title IX, which
provided emergency economic development assistance to areas showing a major
dislocation of their economy through major plant shutdowns, federal facility
closings or environmental problems.
In March of this year the City of Milwaukee hopefully filed its Title IX

application with the Economic Development Administration. Our application
showed that during 1974 the City of Milwaukee lost approximately 2,200 perma-
nent manufacturing jobs through business terminations. In addition, an addi-
tional 6,200 manufacturing jobs were lost through indefinite layoffs. Of the 2,200
jobs lost permanently in the city, over 1,800 of them were concentrated in a 15
square mile area of our central city, our designated EDA redevelopment area.
Most of the job terminations were in the leather goods industry, electrical
machinery manufacturing and paper processing. Our unemployment rate in
January of 1974 stood at 10.9% and our redevelopment area unemployment was
estimated to be twice that much.
We knew that some of these jobs, such as those lost by the Globe Union Com-

pany, Ambrosia Chocolate Company, Marquete Cement, Ozite, Sorgel Electric,
St. Regis and Wisconsin Leather Company could not be saved because the reasons
for their discontinuation had little to do with the central city itself, but rather
national and international economic conditions which put tremendous economic
pressure on leather processors, paper makers and electrical machinery manufac-
turers. Overseas plants of foreign competitors and even our own American Cor-
porations dictated that much of this kind of manufacturing process be moved out
of central cities and overseas. At the same time, these low margin, labor intensive
industries found great difficulty operating within a central city location because
of high property taxes—in the City of Milwaukee's case, a levy of nearly $40 for
every $1,000 of full valuation. But there wasn't much the city could do since these
property taxes were necessary to feed and educate the poor which had been col-
lecting in cities for the past five decades. And, as more people became unemployed
in our central cities, the higher the taxes went and the more industries which
found it uneconomical to operate there picked up stakes and moved across our
city, state or national borders. This vicious circle has cost Milwaukee over 14,000
manufacturing jobs in the last ten years and, though some new employment in
the service sector has helped replace those jobs, the difference in net take-home
pay has been substantial to those individuals affected.
With most of the closed down industries located in our redevelopment area—

an area which contains approximately 81% of the city's Black population, most
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of the city's Latin population and most of the city's poor white population—it
became obvious to us that manufacturing jobs must be found to replace those
lost. Not only could those recently unemployed not follow their jobs down to
Tennessee or to Tiawan, but many could not afford the travel cost of following
them even so far as 30 miles away to the suburban industrial parts. The answer
then was not to keep what we could not keep, but rather to bring in industries
which required a large labor pool and which could employ the thousands of
unemployed willing to work but unable to find a job. In order to do this, it was
necessary to make central city industrial sites economically competitive to not
only the overseas and southern manufacturing areas but to the suburban indus-
trial parks which continuously raided our city for new development.
But the primary difference between city and suburban location we found, i4

the availability of cleared and available land. Cleared suburban industrial part
sites sell for approximately $15,000420,000 an acre in the Milwaukee area, where-
as in order to make a central city location available to locating industry, ac-
quisition of old industrial buildings, run down housing and remnants of land;
Plus demolition, clearance and some new infrastructure; pushed our per acre
cost upwards of $100,000. There was no way to compete without subsidy, and
the city's resources were—and still are—so terribly stretched that it was im-
possible to provide this subsidy from property taxpayers' pockets.
It was with this situation in mind that we applied under Title IX to the

Economic Development Administration. Added to the 1974 termination of over
2,200 permanent jobs in a number of industries and an additional 6,200 people
on indefinite layoff during 1974 are new losses in the first six months of 1975. In
the past half year Milwaukee has lost an additional 350 permanent jobs and has
seen another 6,800 of its workers put on permanent layoff. Though some of these
workers have been called back, our unemployment rate in the City of Milwaukee
as of August 31 stands at 10.1% and our redevelopment area's unemployment
rate is estimated to be approximately 17.4%.
Not only have these layoffs and terminations occurred in many small businesses,

which have sunk under the weight of double-digit inflation and recession, but
larger industries have cut employment back drastically. Such companies as
General Electric, Globe Union, Wisconsin Motors, Hot Point, Delco Electronics,
Koehring Company, Grede Foundries, Simplicity Manufacturing, Briggs & Strat-
ton, Master Lock, Harley Davidson, International Harvester, Sorgel Electric,
Allen Bradley, Marquette Cement and A. 0. Smith have all either terminated
or laid off workers indefinitely during the first six months of this year.
Most of the city's unemployment is concentrated in manufacturing jobs which

are the source of 32% of the city's total employment and 45% of the city's
total payroll. This case was set before the Economic Development Administration
with the proposal to use EDA funds to acquire, demolish, clear and prepare 60
acres of industrial land within our Menomonee Valley industrial area, a heavy in-
dustrial spine which runs the length of the city from east to west.
In addition, we proposed new access points to the adjacent freeway system,

a generic or "all encompassing environmental impact statement for the entire
industrial area, tie-ins to existing job training programs and a business loan de-
velopment corporation; a program we considered practical, creative and fiscally
responsible. Total federal cost was estimated at $5,000,000. Total jobs created
or_retained, was estimated at 2,000.
The Menomonee Valley industrial area sits smack in the center of our EDA

redevelopment area. It is adjacent to the largest proportion of our unemployed
who can reach this area by public transportation, or even by foot. It was
our intention to revitalize this three square mile manufacturing area, which
now contains 15,000 jobs and which once supported 45,000 jobs a number of
years ago—as a close-in, energy-efficient employment center for many out of
work unskilled and semi-skilled workers.
The application was turned down. The reason? Because we did not have a

major dislocation in one gigantic industry. In other words, a company the size
of Allen-Bradley would have to terminate 2,000 workers before we could even get
in line for Title IX money. It made no difference that 2,200 people were, in fact,
permanently out of work. It made no difference that, in fact, 6,200 people were
on indefinite layoff with little or no hope of ever returning to their source of
employment. We were looked upon as a big pond which lost some small fish and
it made no difference that the small fish, added together, created a tremen-
dous gap in our ability to provide work for our citizens.
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The intent of Title IX was to assist economically distressed areas which had
major unemployment problems. Central cities like Milwaukee have had major
unemployment problems for the past decade and they are getting worse. Our
situation in Milwaukee is not critical, but one only has to look at the situation in
Detroit or New York to get a feel for the magnitude of the problem.
Where did Title IX assistance go? Primarily to small cities and small towns

which had major industries which folded up their tents and moved out. New
industrial parks were created, new creative unemployment subsidy programs
were produced to help them get over the hump. And these new industrial parks,
from where will they draw their business; from cities like Milwaukee, Detroit,
Cleveland, and so on. Meanwhile, the central cities, already the honey-pot for
.exurban and suburban raiders, see the very assistance programs that they had
counted on so heavily used as an additional weapon against them.
This is not to say rural areas and small towns should not receive EDA Title

IX assistance—we think they need it to solve their own very real economic
problems. However, that same assistance should be available to central cities
so that they can creatively meet complex long term economic problems in a
fiscally responsible way. In addition, some of the companies which move out of
the cities do not go to the suburbs or to the small towns, but rather leave the
-country entirely because they can no longer afford to operate within central
cities because of lack of room, poor transportation, or because their facilities
are too old to be economically efficient.

If financial subsidies had been provided to some of these companies to enable
them to move to an adjacent piece of inner city land, ninny of them, I believe,
would have stayed. But, as I previously mentioned, the cost of developing inner
•city land for industrial development is so high that there is no way that indus-
tries can afford what is, in effect, a surcharge for staying close to our major
areas of unemployment and deterioration.
One further point, and an important one. When industries move out of central

cities they leave behind them millions of dollars of sewers, water mains, streets,
gas pipes and other utility lines. When they move out to exurban and suburban
parks those same sewer, water, gas, and utility lines, along with new roadways,
must be constructed to service these new industries. These new facilities cost
many times more than the original•infrastructure costs in the central ,city. This
massive public investment, coming on the heels of private investment, drains a
large amount of money from the national capital pool—a capital pool which we
are told will already fall short of our investment needs in the future.
Yet many inner city sites, which are already served with sewer, water, gas,

,electricity and other basic utilities, need only a minimal investment to make
them competitive with outlying areas, and in some cases overseas plants. With
the new and very important emphasis on energy and the environment, can we
afford to have programs which promote dispersal of our industrial base, con-
struction of new sprawling areas of development which require greater and
greater amounts of rapidly dwindling resources, and the location of industry
farther and farther away from the major source of labor and current unemploy-
ment?

Title IX, as it stands, does not provide help to all economically depressed areas
of our country, particularly our central cities. We do not, under the present law
have an equal chance to apply for necessary financial subsidies to create or hold
the jobs central cities need in order to survive.
Under the current Title IX, major dislocation of a local economy is critical for

-federal assistance, but we must look at major dislocations realistically. A city
should not have to wait for 20% of its employment or a major portion of its
industrial base to disappear before it can ask for federal help. In many cases the
application of EDA Title IX assistance can prevent this very kind of dislocation
-before it occurs. A quick example again, is our Menominee Valley where there
now exists over 20 acres of under-utilized or vacant land. Yet, except for one
piece of land which the city now owns, none of these sites measures more than
six acres and few industries wish to go through the grief of acquisition, demoli-
tion and site preparation because of both economic and time constraints. How
can we tie these pieces of land together to create a new industrial environment,
complete with a skill center transportation improvements and business loan
assistance Access to Title IX funding.
Milwaukee and other central cities' employment rates have always been high,

with pockets running three and four times the national average. Yet, to qualify
for many federal assistance programs, especially EDA assistance which is spe-
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cific to a certain geographical area in a city, we have no means of acquiring either
city-wide or partial city unemployment statistics. If Congress is going to require
high unemployment as a criteria for EDA or other federal funding, allow cities
to use a number of sound unemployment estimating procedures to meet that
criteria. Department of Labor or state statistics very seldom go beyond the-
SMSA stage. Such information is worthless to cities which have most of their
unemployment problems relegated to small areas within decaying neighborhoods.
But you cannot fight national and international economic conditions solely with
local property tax money. We are willing to do our share and to make a reason-
able investment, but we need programs such as Title IX to give us an even
chance of success. Your support and your understanding of our problems is a
first necessity to changing the economic trends in our cities. Thank you.

TESTIMONY OF KENNETH PATTON, PRESIDENT, REAL ESTATE
BOARD OF NEW YORK, INC., AND EUGENE P. FOLEY, GENERAL
PARTNER, EVEREST CORP., REPRESENTING THE COUNCIL FOR
URBAN ECONOMIC DEVELOPMENT; PAUL N. ZIMMERER, EXECU-
TIVE DIRECTOR, MAYORS' COMMITTEE FOR ECONOMIC AND
CULTURAL DEVELOPMENT, CHICAGO, ILL.: AND RONALD C.
KYSIAK, DIRECTOR OF COMPREHENSIVE DEVELOPMENT, DE-
PARTMENT OF CITY DEVELOPMENT, MILWAUKEE, WIS.

Mr. PATTON. Mr. Chairman, we are no longer groping for answers to
questions of substance in this act. I think the techniques of economic
development are now well understood. Today, all of us have cause for
optimism. We see representatives of both the cities of America and
our rural areas agree that this issue's time has come. For the first time,
we see the Conference of Mayors favorably regarding the potentials
for economic development. Yet, when we recognize the upwelling frus-
tration across the country and the need to do something about job
creation, the lack of a policy to deal with the endless array of transfer
payments, welfare and all the other substitutes for those benefits of a
vital economy forces us to wonder how this gourd of errors can be
snipped. How can we establish a national program for economic recov-
ery that adheres to elementary principles?
In terms of cities America's economic situation is best described by

recalling a somewhat isolated and previously unknown place in Los
Angeles called Watts, which suddenly erupted on our television
screens in the summer of 1967. The riots that scarred Watts gave birth
to a new term in the American lexicon—the urban crisis. Today, if
you took all the large cities in America lumped them together and
measured their unepployment, their underemployment and their dis-
couraged workers, the resulting aggregate profile would be slightly
worse than an economic profile taken of Watts in 1967.
Although I don't believe them, let us apply the administration's

projections for the period from now until 1980 as the basis for esti-
mating near-term future unemployment in our cities. According to ad-
ministration figures, the next 7 years will be worse for American cities
than any recession we have experienced since the war, except for the
one we are in now. By 1979, the cities will be worse off than they, were'
in 1948 or 1951 or 1971. Those are the economic conditions which we
are asked to accept in our urban centers.
The cities of America, then, will live with Watts-like conditions for

the foreseeable future. The Federal response to this national economic-
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emergency comprise a primer in counterproductivity, a reversalor inversion of the words of the patriots in 1811, when they cried, "Mil-lions for defense, but not 1 cent for tribute." The contemporary ver-sion of this statement seems to be, "Billions for tribute, but not 1 centfor defense." We pay tribute to the unemployed with extended transferpayments, but allocate relatively infinitesimal funds for the defenseand repair of our wounded economy.
We have funneled out some $20 billion in unemployment benefitsand elongated the benefit term to 69 weeks. The result of this strategyhas been to create a new welfare population consisting of former bluecollar workers in the middle class, who now think nothing of going toOrlando, traveling about and looking for opportunities without mak-ing any genuine, serious efforts to find work.
We have given the public $22.8 billion in tax credits to promote thepurchase of hairdryers, beer, and automobiles with the idea of stimu-lating the economy and we have increased transfer payments. Thesetwo policies have placed us at the brink of a $75 billion Federal defi-

cit—a situation which serves as an argument against our spendingmoney for development hardware.
America has eliminated its urban housing construction program,

replacing it with a device for renting housing called section 8, which,
once again, has been paid for by people who live in urban centers.
Simultaneously, the administration grants a $2,000 tax credit on
single-family home purchases that provide an incentive for wealthier
people who move out of the city. All this self-destructive programing
comes about when we have allowed, or even caused railroads that serve
central cities to go bankrupt. The proposed solution to that bank-
ruptcy seems to be massive abandonment, combined with an incredible
super merger of mergers into some enormous bureaucratic monstrosity,
which is doomed to failure before it begins functioning. The disarray
of our railroads is but one byproduct of the Federal ineptitude that
had left us after a 20-month-long oil crisis without an energy policy.
How can we deal with this situation and break this gourd? If one

reads the current estimates and studies, it becomes clear that public
opinion is ripe for shaping by enlightened leadership. There have
been few instances when the public was as close to understanding what
should be done as it is now. The public wants hardware, not welfare.
In fact, the public wants the hardware to get off of welfare. This is
essentially the case in our urban centers.

Since this economic development program was instituted, we have
set about to aid our rural centers and achieved success with minimum
means. We have also done something to help our urban centers, but
the places that have been most successful in taking business or inter-
cepting it from both are the suburbs. Sprawl has been the word most
mentioned today, and I think this term has to be placed in a national
context. Sprawl means jobs moving away from people who need them
most. Sprawl means a doubling of the per capita need for gasoline and
oil to do business. Sprawl multiplies the cost of infrastructure devel-
opment by 2.5 times the price of investment requirements for similar
construction in cities at a time when the need for capital information
for productive enterprise is greatest. The most ominous current threat
to the private sector is a phenomenon called crowding-out. The money
needed by the Federal administration to carry out its goals is being
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siphoned off from the marketplace by a host of policies which deprive
the private sector of capital.

Just this week, the Treasury Department unexpectedly reentered the
bond markets. Uncertainty reigns more and more throughout the pri-
vate sector. I am not sure crowding-out would occur to a significant
degree if the private investor and the bond market knew where the
economy was going, but the twofold conditions of uncertainty and
lack of a. coherent national economic policy for the forseeable future
make it likely, in my view, that public borrowing will preempt other
forms of borrowing.

Question: Will private investment force the Government toward
wasteful and unproductive investments, or will public investments
guide private investment in a most productive way? The current con-
dition is the one I described first. By allowing the present situation
to persist, we add to our Federal and local budgets and increasingly
socialize and nationalize our economy. Practicing the theology of
conservatives always produces nationalization. These practices are.
I think, fatal to our system. We must convince the people who should
know better, that the converse theories should be applied. Public in-
vestment must be matched up to private investment schedules in such
a way as to keep the system alive and restore it to some degree of
health.
In conclusion, I would suggest we look at France which is spending

$5 billion this year on upgrading infrastructure elements, capping a
15-year program with this goal in mind. Although the United States
has indicative planning, regional planning, and the sort of programn
that we are proposing to initiate, it is France that moves forward to
restore her economic vitality with a $5 billion program.
For us to talk about $1 billion and be pleased and relieved to see

another digit added to our horizons in this program is to ignore the
trillion and a half dollar scope of our economy and to minimize the
problems we have.
The cities contain more than half the poverty in America and more.

than half of its unemployment. Yet, since that day in 1967 when
Watts blew up, cities have received but 12 percent of the Federal
Public Works and Economic Development Act's budget. We consider
it a blessing—indeed we are grateful that perhaps this year we can get
this share up to 25 percent. We attend to the fact that residents of
rural areas and suburbs worry about the cities and consider them to
be millstones around their necks and tax base, even though urban
centers have exported some 40 to 50 percent of their own funds to
create employment elsewhere, while jobs left downtown areas in droves.
For reasons of energy conservation, land conservation, because of

what Commissioner Hoffman said, for food chain sustainment, because,
as David Meeker pointed out at our last conference, over a third of our
domestic agricultural production takes place in SMSA's, we must re-
inforce the urban infrastructure. Urban sprawl undermines our pro-
ductive capacity with respect to agriculture, as well as other outputs.
With all these issues confronting us, we think the country cannot

save its way out of this depression, or just blind its way out Of calam-
ity. America must invest its way out of this crisis by rehabilitating
rural centers and the effective utilization and reuse of mature urban
centers. Thank you.



119

Mr. ROE. I think you made a splendid presentation on the point of
providing hardware for welfare. There is nobody from the rural or
urban area sitting on this committee that doesn't understand that. In
fact, in all due candor, this committee has fought like dogs on that bill
from the very beginning, not this one, but I am talking about the $5
billion local public works capital development and investment bill.
On the other hand, the brothers who must decide have decided that

the quarrel is that we may o-verinvest or arouse competition for capital
and there is no way that we can get these public works projects built.
You realize this is the last package of economic recovery legislation
that is pending before the ConoTess at all at this juncture.
What we are trying to get is to convince the people, and the

politicians of this country that, look, if we don't make this invest-
ment in the public sector right now, there is no way we can ex-
pand the economic base in our urban areas for many reasons. Without
belaboring this discussion, the infrastructure is such that industry and
commerce cannot expand and build modern plants in many of our
cities because public works such as water, sewer, and drainage facilities
are not available to accommodate the needs of industry and commerce
to expand in the private capital sector—which happened to be Mr. Fitz-
simmons' point of view. Most of the economists who have testified from
the administration believe that this economic vitality will occur, in
effect, if we do nothing, which I obviously do not agree with.
Now, the point I am trying to make—and I think Commissioner

Hoffman from New Jersey testified in that regard—is that this is only
the beginning. Anybody who believes that we are going through a
phase adopted by some economists as accepted principles for recession
cycles and readjustment periods, just doesn't know what is happening,
zi lid what's going to happen, and that's what I think you are saying.
But somehow we have to convince the people in priority thinking,

that if they go the route of CETA, if they go the route of unemploy-
ment compensation, and other similar Federal assistance programs
based upon a fundamental premise accepted by the administration and
part of the. Congress that 5 months from today or 6 months from today
these kinds of short-range measures are going to turn our whole econ-
omy around, they are draining the treasury of billions of dollars every
year that are not being productive or creating the capital investment
that you are talking about.
Mr. HAMMERSCHMIDT. Mr. Chairman, I want to commend Ken for

his helpful statement. We all know of your long-term experience and
expertise in New York City and working in the area of economic
development.
And I want to thank you for your very helpful testimony, but therewas one statement you made which I think I should correct for therecord. I noticed you mentioned that, and critically, the administra-tion's proposal on the $2,000 tax exemption for new house purchases—I want to remind you that that was not an administration proposal,and the tax bill was almost vetoed over that provision. In fact, it wasput in the legislation, as I recall, on the other side of the Hill, and by a

Member of the other side of the aisle. I just wanted the record to beclear.
Mr. ROE. Mr. Foley.
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Mr. FOLEY. Thank you, Mr. Chairman, members of the committee.
You have my statement and I would just add a few comments very
briefly on the urban-rural, I gather, controversy, or difference of opin-
ion. I would just like to make a couple of comments.
I was in the Kennedy administration at the beginning of the Area

Redevelopment Administration in 1961, which was the first economic
development program in our Government. That was created, I can
state from personal experience, having worked on the program, pri-
marily for rural areas, the mined out and farmed out areas of the
country, that had developed for a variety of reasons; one, the growth
of oil and natural gas in this country to replace coal as a source of
fuel. Now, all of us know what has happened in the last several years.
You go to most of the coal-producing areas of the country and employ-
ment is fairly good, and certainly you compare it to 15 years ago,
the unemployment in those areas has drastically lessened. That is
just one comment.
The same is true of course, in northeastern Minnesota. I was born

in a small town in Minnesota and in fact I was the city attorney of a
town of 2,500, which I think is characteristic of probably Mr. Hammer-
schmidt's district, and I know some of those problems, but North-
eastern Minnesota, for instance, was one of the outstanding persistently
high unemployment areas in the country, Mr. Oberstar's district, and
now because of technological changes and also international changes,
foreign iron ore is not coming in from overseas like it used to, and
employment is fairly good in that area.
So in the meantime we had drastic changes in our urban areas in

the last 15 years. For one thing, two major programs of the Federal
Government financed the exodus of industry from our large cities;
one was of course the highway program which made transportation
access to the suburbs and as well to outside urban areas much easier,
and replaced railroad transportation. The second thing was our tax
program, our doubly claimed balanced methods of depreciation and
the like make it far easier, and made it far cheaper to locate a new
building on one level out in the areas where there is cheaper land, and
there wasn't in the city.
• So this contributed in large part of the exodus of the jobs from the
city. So as contrasted to 1961 where the persistent long-term unemploy-
ment was in the mined out, farmed out areas of our country, it has
drastically changed. I was chairman of Governor Carey's Task Force
on Unemployment. In May of 1975,—a little bit more than 45 percent
of the unemployment in New York State was in the New York City
area alone. In the 9b largest urban areas in the country, the unemploy-
ment—the total unemployment in the country is about 50 percent.
Nevertheless for next year these urban areas only got 3 percent of the
business loan funds, and they only got 12 percent of the overall funds.
So just on that ground, I think that historical changes in the dis-
tribution of EDA funds justifies a greater attention to these urban
areas.
In addition to that—in more recent years there has been a

huge rural loan or rural development program. I call your attention
to the fact that—by the way, in my business, I'm an investment banker
in New York, and I raise money for small, and middle-sized companies,
and there is no capital market, you know, in New York. You cannot
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take a company public in New York. I mean you would be just mis-
leading somebody to say that you could. I don't have the statistics,
although I think the staff might find it interesting in this whole—Iwant to point out this whole capital shortage area here in a minute.
If you contrast in 1969 and 1970 whereas that by September of those

years you'd have 700 or 800 public offers, and I wouldn't doubt there
would be less than 500 right now. There is no place to get money. Inorder for my clients to get—for me to get money for my clients Ihave to go to the Small Business Administration, Economic Develop-ment Administration, or to Farmers Home, and I am just getting aprogram, by the way, for Rocky Face, Ga., for a new company, a$750,000 loan from the Farmers Home Administration.
Now, the Farmers Home Administration has a $300 million businessloan program, and that contrasts with the EDA last year of $16 millionfor the entire country. So the rural areas are not—the rural areas arenot going to get—are not getting any short suit at all.
So I want to comment on some technical areas here that I wouldlike to bring to your attention that I don't think this committee hasdealt with, and I must say I do not mean that in any condescendingway, because frankly when I was in these various Government pro-grams I didn't think of them either, so I just had to learn. All ofus have to learn through the years, and so these technical problemsare rather new to me as well.
But I think they are important, and I think you should keep themin mind, and I just thought I would mention them to you.
First of all, and I am not _going to go on in a great way, but I dowant to call your attention to the current issue of Business Week, theSeptember 22 issue of Business Week which is on the capital crisis.They are estimating in the next 10 years that $4.5, trillion—incredibleamounts of money we're talking about—and yet you will see that therevolving loan fund, and I understand this committee asked theAssistant Secretary this morning about it, and why the Office ofManagement and Budget is sitting on it is an absolute mystery to me.I would just suggest while it would be nice to see EDA get an-

other billion dollars in appropriations—looking at something that
might be reasonably attainable if you had to direct your fire, that is,I just cannot understand why they are sitting on this fund of money.
That $150 million, by the way, leverages probably at least four times,
and let me explain that for the record in case some of you are not clear
on that.
Take a small business loan, one by the Small Business Administra-

tion—and let me just say this again for the record, I am the only per-
son that was both Administrator of the Small Business Administra-tion and also Administrator of the Economic Development Adminis-
tration, so I have had experience with both programs.
Some years back the SBA program was a direct lending program,

and when you made a $100,000 loan, $100,000 came out of the Treasury,and later on it became a participation program where the Govern-
ment would go for $10,000 and the bank would—pardon me, the Gov-
ernment would go for $90,000 and the bank would go for $10,000. So
you could make a few more loans under the participation program.
When I became Administrator of the SBA in 1963, we emphasized

the guaranteed loan program, and a lot of friends of mine who are my
63-186-76 9
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political—can disagree on this, but I think the guaranteed loan pro-
gram has certainly justified itself over the years because of its leverage.
Under that program the $100,000 is put up entirely by the bank and

the SBA reserves 10 percent as a loss reserve, so obviously you can
make 10 times as many loans under the guaranteed program than you
do under the direct lending program.
Last year the EDA increased its loss reserve on EDA business loans

from 10 percent to 25 percent, and I think wisely so. I don't mean this
as any criticism. They make riskier loans, but they are still getting a
leverage factor of 4 to 1 under the guaranteed loan program.
So if this $150 million were released from that revolving loan

fund 
Mr. ROE. We are on a quorum call, and will have to leave. We will

hurry back.
[Short recess.]
Mr. ROE. The hearing will reconvene. We were hearing from Mr.

Foley.
Mr. FOLEY. Mr. Chairman, I was commenting about the system of

leveraging the Government loan funds, and in SBA that leverage is a
factor of 10 to 1, because of a 10 percent loss reserve, and in EDA
it is 4 to 1, because of a 25 percent loss reserve.
What I wanted to do is address myself again to the rural-urban

matter and call your attention to the fact that in the Farmers Home

Administration there is a rural development program with a business
loan feature. Now, they have $300 million in that program, and that
contrasts to the EDA program last year of $16 million, and probably
between $30 and $60 million this year. Now, that $30 to $60 million is

divided in turn between urban areas and rural areas, and last year
it was divided at a factor of 97 percent for nonurban and 3 percent

for the urban.
So there is plenty of money here for rural areas, and I just want to

state one more thing in that respect. I would hope that your committee

staff might take a look at this, but in the Farmers Home Administra-

tion program, first of all, they don't have a revolving loan fund; and,

second, believe it or not, they don't even have a leverage factor. When
they make a $1 million loan in the FHA, guaranteed, and going
through a bank, the bank puts up all $1 million, and 90 percent guar-

anteed by the FHA, and instead of having set a loss reserve of 10 per-
cent or 25 percent, they have a loss reserve of 100 percent. So what

you are talking about now in reality is this potential; in the Farmers
Home Administration program utilizing the EDA leverage of 4 to 1,
rather than the SBA of 6 to 1, you would have, conservatively speak-
ing, a $1.2 billion loan program, using the EDA leverage factor of 4 to
1. Also, using the $150 million to $600 million, and that in turn would
have to be divided between urban and rural areas. Really, I do not
know what is holding it up in the FHA, unless it is all tied up with
the Office of Management and Budget in some extraordinary fear of
inflation in the area where there is no inflation.
If you will read the Wall Street Journal daily, for instance yester-

day, talking about the steel industry, the durable goods area, the capital
goods area, there is no demand. Demand is way down, and there isn't
going to be any inflation in that area, and that is where these programs
and this money goes.
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If you really wanted to be sure what you could do is say this money
should only go for working capital and plant equipment and not for
refinancing, although I would not urge that, but, if that were one thing
that had to be done, it could be.
Mr. ROE. I think EPA takes the position that you have stated here.
Mr. FOLEY. They have to permit some refinancing. You just have to

because that gets into my next comment. That has to do with the fact
that these guaranteed loans are made through banks.
Now, banks, by and large, are short-term lenders, and they don't

like the paperwork associated with long-term lending and let me just
tell you the SBA and EDA people's work is no more onerous than any
other long-term lenders, it is only redtape so-called because of the
nature of the loan. It is a long-term loan, and there are just too many
variables you have to try to anticipate.
The banks do not like it. They do not like that. That is one factor.

Another factor is banks are in trouble in this country. I just—if you
think I am being outrageous on this let me just call your attention to
a couple articles in this week's Wall Street Journal.

Tuesday, September 16, 1975, Chase Manhattan Bank Real Estate
Investment Trust, and, if I could just say ad-libbing here, God bless
Mayor Beame, you know, he went on the television last week and he
said, well maybe he had to share some of the blame for the city's
problems, and I just think it might be time for some of these big
bankers to do the same thing.
Now, here is the Chase Manhattan Bank, the third largest bank

holding company in America, and they have got a real estate-invest-
ment trust of over $1 billion. I'm quoting from this article, "The trust
hasn't reported results yet for its fiscal year ended May 31. It has a
30-day extension until September 30 from the SEC. Most recent figures
show on May 31 that $502 million or more than 50 percent of the
trust's loan portfolio wasn't accruing interest, or was in foreclosure,
or foreclosed." This is just one bank. Now, most major banks in this
country have a REIT.
Now, let me just show you the results of that in terms of a lending

program. I have here figures which I could submit for the record, if
you'd like, and for the SBA loan guaranteed program for 1973 in
New York State. In that year $100,798,280 through the SBA loan
program was made through New York State banks, and let's say
$100 million. The following calendar year, $33 million. Now, what
happened?
Well, what happened is related to what I was just telling you, and

that is part of Mayor Beame's problem frankly, is the fact that the
banks have overextended themselves in their real estate investment
area and this is not the real estate industries fault, but it's all part of
the recession.
The banks do not have the money, and this relates to the EDA pro-

gram because on this guaranteed program you—it is fine theoretically
to go through the banks because you '-'do get a leverage factor, and you
do get local management and supervision, but, if the banks are not
going to make these loans, nothing is going to help.
So what I want to do is call the committee's attention to the work

being done in the SBA. And they have been working on this for a year
and half, and that is called a non-bank-lending program, and what I
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mean by that is they are prepared to license companies that are not
banks to make long-term loans. Now, they have done tremendous work
on this, and there is a lot of technical intricate problems, and it is
not an easy thing to set up, and the SBA is being very thorough on it.
But I call your attention to it because I am a believer in that pro-

gram and I mentioned to the staff I wish I had thought about it when
I was Administrator and I didn't.
• But the time has come and what it really means is a new financial
institution in America namely, a long-term debt financing institution
for small- and middle-sized companies which cannot get long-term
loans, other than those related to the Government.
Now, another technical problem you have to be aware of, related

to this non-banking-lending program, is the nature of the guaranty.
Now, these are highly technical things but you just have to know about
these in order to make these programs work. Historically the SBA_
guaranteed the 90 percent, and is 100 percent guaranteed by the Fed-
eral Government and you would think that that guarantee with the
full faith and credit of the U.S. Government would have the same
value in the marketplace as the U.S. Government bond, but it does
not, and the reason it does not is that there are some circumstances in
which the SBA will not honor the guarantee, and although the odds
of that happening are like 1 out of 25,000 at the most, and it is more
like 1 out of 50,000, nevertheless, in the marketplace people are not
going to take a chance.

I'll give you an example: Let's say a loan was made in Spokane,
Wash., and guaranteed by the SBA, and I mentioned the SBA here be-
cause these technical programs relate to the EDA loan guarantee pro-
gram. Let's say a loan made in Spokane, Wash., and the bank some-
how or another was in collusion with the borrower, and in the course
of the marketplace eventually it—a trustee in a bank for a widow's ac-
count in North Carolina buys this and thinks it is a nice thing and
puts it in her account, and later the loan is in default, and the SBA
finds out that the banker was in collusion. They will not honor that
guarantee, and for the trustee in North Carolina to bear the expense
of going to Spokane, Wash., and prosecuting the thing it just makes
it unmarketable, and now the SBA is working on this.
I have called it to the attention of the staff of the EDA and they are

working on their guarantee. You know, their guarantee program is
new as of this year, and I have also called it to the attention of the
Farmers Home Administration, and I will find out tomorrow just what
the status of these are.
The Farmers Home Administration—not only myself, there are

other people that are aware of this problem, and others have called it
to their attention, but the Farmers Home Administration had a pro-

posed regulation which if it is adopted will be—will make their guar-

antee perfectly marketable.
If the staff would like an example of a guarantee that is 100 percent

marketable, the Maritime Administration loans are perfectly market-

able Now, I have got a loan in a small town in Georgia, a $750,000 loan

in a town of about 1,500 people. Now, that bank just can't handle that
$750,000 loan. But because I have presold the guarantee to the insur-

ance company which won't by the SBA guarantee, but will buy the

Farmers Home Administration guaranty, we can make that loan be-
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cause the local banker down there can afford $75,000 but can't afford
$750,000. So I call this to your attention because these are some tech-
nical problems that you should be aware of in order to make these loan
programs effective.
In conclusion then, I want to mention one more thing about the banks

before I conclude. Here's an article from today's Wall Street Journal,
and getting back to the capital shortage problem, now here is the
Bankers Trust Co., the seventh largest bank holding company in Amer-
ica, and it says here as follows: "The banking industry's own borrow-
ing difficulties were emphasized yesterday when a leading member re-
sorted to a rare and costly sale of preferred stock in raising $75 million
in public funds."

Well, I will not read the whole article, but I could submit it for
the record here, but what I am pointing out is in this capital shortage
problem, these are not just small companies, these are just not in-
efficient companies, these are not either rural or urban companies, but
these are all companies in America and the Business Week article
is an excellent one if you are to get a review of this. But when they
hold on to this $150 million in that revolving loan fund, which could
be leveraged to $600 million, and by their own admission they are talk-
ing about a $4-trillion capital shortage, it just doesn't make sense.
Then when you think that this rural development program, the

Farmers Home Administration, could be leveraged into a $1 billion
loan program for the rural area, and when I note from my own expe-
rience, because I have been in this field for the last couple of years
trying to set up a non-bank-lending program at the SBA, if that
were also extended to the EDA and the Farmers Home Administra-
tion, there is a lot of capifd in this country which would go into that,
and that is tied up then with the nature of a guarantee. In order for
that program to work the guarantee has to be marketable, see.
So what I am saying then in conclusion is I do not think that there

is any reason to make, a distinction between rural and urban areas,
because without any legislation whatsoever these programs could be
funded with their present appropriations simply by using in the
one case the revolving loan fund, and in the case of the Farmers Home
Administration, the—advising them that they do not have to set a
100-percent loss reserve for every loan they make. And my final com-
ment is that EDA just needs staff help. They do not have enough help.
There is a fellow in—one of the State or local fellows who is called
the economic development representative, and there is one man for
the whole State of Connecticut, and he also covers New York City
and Long Island, one man. He doesn't even have a secretary. He
can't handle the workload, and he has an answering service. He
doesn't even have anybody to take his messages. He has to hire an
answering service.
Now, they need more help, and I don't know whether you could

get them an increased appropriation or not, but the one thought that
I did have—again, just trying to offer some practical suggestions, and
the SBA is not about to like what I am going to say, but there is no
reason why they couldn't at least offer him a desk in the SBA office,
and somebody to handle the phone calls and somebody that he can
dictate his reports to, or maybe even detail a guy from the SBA. By
their own admission they will tell you in the Newark office that their



126

workload is down, but I have not seen anybody get lopped off there.
Well, as long as their workload is down, why cannot they help out

the EDA? I know that is heresy in the Federal Government to help
out another agency, but I don't know why it couldn't be done if some-
body wanted to do it.
With that I will conclude my statement.
Mr. ROE. That was a good conclusion.
Mr. Zimmerer.
Mr. ZIMMERER. I do not have too many comments because Mr. Foley

with his expertise has basically taken all the key elements that I
wanted to discuss; however, I would like to take a different viewpoint
for a moment which relates to my own experience, and that is a view-
point for the local urban area, the city, that has to deal with basic
problems of economic development.
My feeling is that cities like Chicago are the economic center points

for the Nation. We have been involved with ARA and then we became
involved with EDA in 1965. During that period of time we have ac-
cumulated in all of our programs approximately $30 million for eco-
nomic and technical assistance. We have used it rather wisely, I be-
lieve, to the point where we have been able to get people employed at a
cost of about $1,600 per job.
What I am driving at though is that during those 10 to 15 years we

have been coming to Washington to see what program is being of-
fered currently-4 have come to the conclusion, based on our own expe-
rience, and based on our own knowledge in Chicago as well as some
other cities I am familiar with, that there has been a greater emphasis
placed upon the initiative of the local authority or local government
for solutions to urban economic problems.
The concept now is being put together in Chicago and in other cities

where you establish a local economic development authority, and there
is one in Minneapolis, and you have heard of the one in your own
State, Mr. Chairman, and there are a number of others, but I think the
key element in all of these, based on all the years of experience I have
had in Chicago, and there are some other cities, that there is not
enough initiative and EDA has got to provide greater initiative and
greater opportunities to meet the market as the market changes.
We are faced with changing conditions, and by the time those chang-

ing conditions are rectified through EDA and its regulations or
through Congress we are into the problem and we have got another
major problem that we have to try to solve. I think there is needed a
certain amount of initiative. If there are some ways in which the city
agency through an authorized established city agency which states
they can buy land and they can sell land, and they can develop land
which is not an unusual thing these days, but also play an activist
role in the market where you can actually negotiate with private en-
terprise aspects so that you can negotiate with the developer, and the
insurance company. and negotiate with the firm, and the most im-
portant thing, quickly. You cannot wait months and months ami
months until you get a reply saying that this particular loan is OK,
or this particular project is OK. You must be in the position to act
more or less immediately, because not only is there a matter of com-
petition, but it is a matter of just plain pure economics within the
firm. They have to make certain decisions and they have certain corn-
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mitments that they have and we have to follow them. I think the local
government has the responsibility for taking into, consideration that
they should be given more opportunity to buy the land, negotiate with
private sectors, and by that I do not mean necessarily that every single
city in the United States should try to re-create a land development
operation because that would be foolish, because there are too many
experts in most of the cities who know this very well, and know their
own areas very well. It is a matter of cooperation, joint ventures. It
is possible, for example, that if moneys were available through—to
accumulate land, that there is no reason why, if the government has
the land available and it is under their ownership from whatever pro-
gram, that it put that into the joint venture system with a private
investor.
Now, that private investor would have then less money to invest

and possibly to the extent where he might be able to duplicate his in-
vestment. In other words, if he were interested in one particular park
with a certain amount of land there, he might be able to do two of these
if the city was able to come in with a certain amount of land area
which would reduce the amount of investment, the funding of money.
Second, if the cities can get into the tax abatement programs so that

they can also reduce the amount of land or tax that has to be paid. In
many instances it is the ownership which is in city hands and of course
there are no taxes. There is a cost in lieu of taxes, but there are not
taxes. And again it helps the developer on a joint venture basis, and
then you have another problem and that is you deal directly with the
industry, and you first deal with the land developer, and then you
deal with the industry itself to attract them into the area, and that
is where the revenue bond programs come in. That is where certain
kinds of tax abatements over a long period of time might come in.
In these instances you are dealing with two different markets and

I think that you can only deal with them effectively if you have the
mechanics and the ways in which the industry itself operates. You
have got to be. able to operate on their level at their time with them.
And the city has to become an activist. It can no longer sit back
basically and say, "Well, we may be able to do this if we can get this
money, or be able to do this if we can get this money," and try to find
moneys wherever they can and community development money, or
whatever, because a city usually has so many problems that by the
time economic development comes in it says we would like to have a
certain amount of money set aside for this, the other programs, the
other needs of the community are so great, and, peoples needs are so
great that you could become second in line, or third or fourth. I think
that EPA h.as the power and should be able to accumulate that power
in the future to allow cities, through an economic development facil-
ity, to take on a more activist. role, and. perhaps this might be a bit
of heresy, but I think that economic development over a period of
time might even become self-supporting.
If the joint venture system works, where you can take industry or

a developer with the Government, there is no reason why some of
the proceeds, some of the profits, if you want to call it that, that come
from this kind of development, if you are successful„ and you should
be because it is also a way of evaluating the productivity of the par-
ticular authority as it is in private industry, if it is successful, then
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that money can be reserved so that we can go into those areas where
there is a high risk investment, and if you want to reduce the invest-
ment for the individual investor, so you can take that money, and
instead of taking and asking for more money and more money, you
could take some of the money which you have made in terms of this
kind of investment.
I think that high risk questions, as Mr. Foley indicated are one of

the key problems that investors face in cities, and I know it very well.
We have been under the gun in Chicago many times for—where an
individual wants to invest but they cannot find anyone that is willing
to take on after EPA has used all their funds for our region. I cannot
find anyone to take on that investment, and this is, I think, one of
the more important elements as far as the loan program and as far
as everything I think that has been said so far, and I hope that
somewhere in the future, perhaps in the near future, we can work
ourselves into that kind of a program where cities can take a greater
initiative, assume a greater responsibility and actually take a greater
responsibility in terms of self-supporting or self liquidating kind of
operations.
If you have any questions I would be more than happy to answer

them.
Mr. ROE. We are going to get them all at one time. Thank you, Mr.

Zimmerer.
Mr. Kysiiak.
Mr. KYSIAK. Mr. Chairman, I guess one of the disadvantages of

being last is that pretty much what you had to say has been said
already a number of times, but maybe i could just focus my comments
on something that hasn't been discussed perhaps in detail, and that is
the situation regarding title IX.
When title IX was passed last year we in Milwaukee were very

excited about it, and it looked like we had an opportunity for the
first time to take a look at some of our complicated economic devel-
opment problems in the city, and perhaps apply some sophisticated
solutions to them. Title IX allowed a whole range of activities and
encouraged you to come up with something new, something different.
This approach offered, as opposed to the normal EDA process, an inte-
grated, multi-level program. The old approach goes like this: you
thought you had a transportation problem in your industrial area
you would go after a title III planning grant, which would take a
year; and then after you found out that, by golly, you did haVe a
problem you would get a technical assistance grant for another year
to plan the road; and then, when you got the road planned, you would
then apply for title I which would take another year to build it; and
then, after that was done, you would then go and ask for help under
title II for a guaranteed business loan to get a company in your new
road serviced site.

Title IX, however, dispensed with a lot of that. It said, in effect,
look, if you have a complicated problem, go on in and on a complicated
basis try to solve it any way you think is best. It wasn't until later
we realized that the criteria for title IX restricted our participation
as a big city simply because: First, we had to have had either a large
governmental operation moved out—and we have no such operation in
Milwaukee—or, we had to have a major environmental closing of one
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of our plants—and that has not as yet occurred, thank God—or, that
there had to be a particularly large or sudden rise in our unemploy-
ment through the shutdown of a major corporation.
When you have 100,000 industrial jobs in the city, as we have in

Milwuakee ; to get a major dislocation you would have to lose probably
what, 10 percent, I suppose, and there isn't any one industry in the
city that has that many jobs. As a matter of fact, I would doubt that
there is any one particular kind of industry that supports that many
jobs.
And very honestly, if one of these large industries were to close, that

decision probably was made some 1 to 2 years in the past. Such large
sized operations have very sophisticated management people who de-
termine whether or not a particular plant is going to stay in operation
long before we hear about it.
So that large dislocation criteria, in effect, ruled us out. But what

title IX criteria didn't take into consideration is that we had been
having in Milwaukee, and in other central cities, a long, continued
period of overall economic deterioration. These are not the large com-
panies, primarily, but the smaller companies, the incubators, the type
that we can produce best; and they have up to 50 to 75 employees, when
they had to expand they suddenly realized that they had no room
around them. A housing development had grown up around them, or
perhaps the transportation was not adequate, or perhaps the labor sup-
ply wasn't there when they needed it, and in most cases those decisions
to move were made in a matter of 1 or 2 months. These people didn't
have a lot of sophisticated analysis, and they didn't have a real estate
man aboard, and they suddenly ran into a production crunch, and
they got a new order and they had to move in a hurry, and there we
were, the city with its tools of renewal which took a year at least, EDA
which took a year or more at least, and right on the outskirts, of
course, waiting was the suburban industrial park.

Ironically, because of the extra costs involved in staying where they
were, through purchase of adjacent land which had been built up with
old housing, the cost of demolition, clearance and rehabilitation, we
were actually charging these businesses a surcharge to remain close to
our area of unemployment, and with that double-barreled negative
they simply fled.
Now, it seems to me that title IX is really an urban title and by

that I mean it allows a very creative, multifaceted approach to solving
complicated problems.
Many major cities have had a great deal of experience in urban

economic development, and in Milwaukee we have been in business for
14 years since our mayor, Henry Maier, established us. One of the
earlier questions was "what have you done," "what is your commit-
ment?"
We have put $4 million into buying land and developing it for

industrial purposes, and we have spent between $200,000 and $300,000
a year of city money for an economic development staff. We have gone
as far as we can go, we have reached the end of our tether.
We know pretty much what we can do. We have the sophistication

and we have tried most of the things that development people are just
beginning to try now. We, of all people, could probably utilize title
IX to much greater effect than anybody else, and yet arbitrarily we
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were removed from any chance of that assistance. Instead we are left
with a patchwork EDA bill which, in effect, was primarily rural
oriented, and was slowly restructured here and there to allow cities
to get a piece of the action, but still a piece of rural legislation. I am
in no way here inferring that rural areas should not have EDA assist-
ance. I think they need it as much as anybody.
But I do not think we are looking for a bigger slice of the pie. We

are looking for a bigger slice of a bigger pie, because if you are just
going to go and take the pie and say, well, let's let cities have more
of what is there, politically there is no way in hell we are going to
get that through, and we know it, and we admit that.
But title IX, I believe, has the basis to become probably the new

approach to urban economic development, and if not through EDA,
then perhaps through some other agency, I do not know. But if we
can apply our expertise, our experience to a multifaceted and multi-
dimensional problem with the assistance of a multidimensional bill
and funding source, I think we can do some good. We will not be able
to turn our cities around 'with just that type of assistance, but we can
do a lot more than we have done now.
The one other point I would just like to make, and it has been

bothering me personally for a long time, is EDA's and other Federal
agencies' approach to designating areas. I have no real quarrel with
the designation procedure up to a point, since we worked for 3 long;
years to put an OEDP together, and now that we have it done, I sup-
pose we feel protective about it. But the primary requirement for a
designation, as you mentioned, Mr. Chairman, was unemployment,
and I believe, as you 'also mentioned, it does not have a lot to do really
with economic development problems.
However, in order for a city to be designated or a portion of a city

to be designated, you have to have the unemployment data for that
portion. And the Department of Labor does not require unemploy-
ment data to be gathered in any other form except on an SMSA. basis.
And if you go to the State of Wisconsin, for example, and say, gen-
tlemen, would you help us find out what our unemployment rate is in
the city? And they will say, well, we can give you an estimate. Now,
we know the State keeps unemployment data at least by Zip code. It
would not take a major program reshuffling to get the Department of
Labor to say, for example, to the State, "From now on, when you
give us unemployment data, give it to us by census tract. It is a simple
coding problem, that is all." And with that information, not only
would we be able to better determine where pockets of unemployment
were, and in effect, be able to fill out various Federal applications, but
we would learn something by it.
We would find out, for example, what kinds of people are out of

work, and in what neighborhood. How many were black, how many
were young, how many had disability, et cetera. We do not know that
now, and all we get now is estimates, and every time we take an esti-
mate back to EDA, we have to go and fight the whole battle again
with DOL.
So that is a personal aside, but it bothers me and it has bothered me

for a long time, and I would like to see 'something done about it.
And that pretty much ends what I have to say. Thank you.
Mr. ROE. Thank you very much, Mr. Kysiak.
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I think it is heartening to us and I want to make the point very
clear that the Public Works Committee is a very unique committee.
We are fairly well balanced in urban and rural representation and in
both political parties. We are unique in that we have no quarrel
amongst ourselves, and we have been able to, with a great deal of ef-
fort on everyone's part, generate substantial, comprehensive, complex
legislation with the full support of varied interests.
But that just did not happen out of the blue. That took an enormous

amount of energy by the members of this committee. I think in all
due fairness we have to say that I don't want to rehash the history
of EDA and the whole bit, but I administered part of this program
at the State level in New Jersey before I came here, and so I am quite
familiar with what you are talking about. I think what has happened
is that there is a recognition beginning to evolve that the economic
development legislation is not just another Federal Grant-in-Aid Act.
The theory 10 years ago was that if you throw enough money out at
the problem, it resolves itself, and that is just sheer nonsense. If you
then add 9 million regulations to carry out congressional intent and
purpose of the act, there is no way you could administer the program
in the first place.
At the moment we are faced with a most complex parliamentary

situation on the Local Public Works and Capital Development Act.
The House-passed bill was amended in the Senate which tacked on the
so-called Talmadge amendment changing the formula for allocating
funds for the construction of waste-water treatment works under the
Federal Water Pollution -Control Act and the countercyclical 'amend-
ment providing Federal funds for general local government use other
than public works.
We are trying to bring a semblence of strength, if you will, to our

thrust on this EDA legislation that we are evolving today. We do not
expect it to be a cure-all, but we do expect to be able to incorporate
some of the varied concepts we have discussed at these hearings that
will strengthen and improve the current EDA law to make it more
responsive to our Nation's economic development needs.
We do not have to quarrel with the rural areas. We have been able

to demonstrate that, and that's No. 1. They totally agree with us.
But we have to be able to get enough votes in on that House floor,

and that is the name of the game; that is how the democracy works or
doesn't work. We must be able to provide legislation that explicitly
specifies what this committee is trying to do and fully exemplifies that
the direction which we are going is the right way to go at the right
time. And if there ever was a time, the right time is here now, in my
judgment.
We must provide a dynamic, equitable piece of legislation for eco-

nomic development oriented toward a national policy where the people
would come back and say, well, OK, this is a viable vehicle that will do
what we want to do.
We must also depend upon you folks, and the people who have been

in economic development at all administrative and governmental levels,
to carry the message to the people and to your Representatives on the
merits of the legislation to get the votes on the House floor. It is time
to make the fundamental decision: either this EDA bill, or are we
going to continue to spend billions of dollars in unemployment corn-
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pensation and billions of dollars in CETA money which is going no-
where and is a nightmare to a mayor that has 200 or 300 temporary
personnel for 6 months with no next step to go to. That is why all the
police were down here from New York, lobbying.
Ms. ABZUG. They want to get $1 (billion.
Mr. ROE. We have urban representatives—and I come from an urban

State—pulling in different directions over the popular countercyclical
funding legislation for general government use other than public works
projects, on one hand, and the Local Public Works Capital Develop-
inent and Investment Act, on the other. The title V regions want to
latch on to the Appalachian Region Development Act and give up
their benefits under the EDA legislation. They do not belong in the
Appalachian bill; and if they stay there, their economic development
programs are going to suffer because the title V regions are not going
to have the 31 Governors and all the representatives of Appalachia
backing them up.
So I admired your presentation. There is one thing that is inter-

esting about this Congress that 1 found out, some people say that the
Members are either doers or they are not with it, but Congress reacts
to the will of the "consent of the governed." Make no mistake about
that.
If the cities are going to run all over the lot and cannot focus on one

thing, looking for what pot to grab from, and I do not mean that un-
kindly, there is no way we can forge in this legislation the type of
program you are looking for because of the veritable makeup of the
congressional institution with jurisdictions scattered among the many
committees, et cetera.
The fact that this committee was able to put together an enormously

complicated piece of legislation called the Federal Water Pollution
Control Act, get it funded in the amount of billions of dollars, put it
into the jurisdiction of one committee, and make it work is a great step
forward. We are not going to rewrite every nitty-gritty detail in this
bill, that would make it impossible to achieve within the jurisdiction
of one committee and get it through the floor of the House and Senate,
but if we can redirect this legislation to include an urban mechanism,
we will have taken a veritable giant step in working toward its author-
ization and appropriation by the middle of next year. That is where
we need your help.
Ms. ABZUG. Yes ; I do have some questions.
If I may ask Mr. Zimmerer, are you proposing that we set up an

amendment to the statute on the authorization for setting up a capital
formation corporation?
Mr. ZIMMERER. That among other things, many other things. And

many of the things I am talking about do not require too much in terms
of changing the legislation. It is a redirection in terms of policy. I
think the key here is to recopnize that cities have the capability for
doing it, and if you recognize that., then You can share what you already
have in a more direct way with cities, giving them more responsibility
so they can react more quickly.

Capital formation, yes, would be. something, hut it would not recmire
that much legislation. and I think it could be done along the line that
you 'already have in mind, iust redirecting it as the issues come up.
MS. ABZITG. Do you think it could be done under title IX?



133

Mr. ZIMMERER. I do not know. I would hesitate to answer. I would
have to sort of allow Ron here to give an answer to that. I do not
think so, but then again I haven't studied it clearly enough. It is
possible.
Mr. ROE. Unless you have a very succint mandate, I do not think

you can go by a policy decision. That is why the city is not eligible
because the mandate did not include the necessary criteria of eligibil-
ity. -We have a half dozen cities in New Jersey right now where unem-
ployment is 20 percent and they are not eligible because they are not
within a redevelopment area or economic development district desig-
nation as provided for in the legislation. We do not have the mecha-
nism in the urban cities.
In other words, as I understand it, the economic development dis-

tricts emanate from a redevelopment area. One redevelopment area
can create that mechanism and establish an economic development dis-
trict whereas the cities per se are not currently eligible to do so.
Ms. ABZUG. I would like to ask, of course, I do not know you gentle-

men as well, so you will have to forgive me, but I do know Mr. Patton
and Mr. Foley, and they are two of our most outstanding contributors
to the development of economic development concepts or thoughts.
and I have had the occasion to work with both of them. You know.
everything you have said is very important in my judgment, and makes
a most important case for creating some meaningful change in EDA
to deal with the realities of today. But you also are very much involved
in knowing what our other ills are governmental structure or what
Congress can do, and what -the executive branch can do. And the
Congress is worrying about the veto, and things like that. Personally
I don't worry about that. I think we should keep presenting the pro-
grams we want and ultimately he will have to stop vetoing it because
he won't even get 10 percent in the election if he keeps vetoing every
program. It may not look that way right now, and I do not mean to
be political, I am just indicating my view of how I think the congress
should act.
But what I am interested in is, if you had two things, you thought

we could mobilize this committee and then the House and then the
Senate around, to really try to move this thing off dead center, because
we are pretty much there with all due deference to those who have
talked about their little projects here and there—New York, Sea
Train, and the Industrial Park. I was told that by Mr. Mizell, my
secretary this morning, and with all due deference to all of the proj-
ects in Boston, and Georgia, and in Mr. Hammerschmidts' area, it
is really a drop in the bucket. And we have these rigid categories and
we cannot get. ourselves under them. You are proposing that we now
set up special impact areas, and we have the impact in the cities, which
is great. I agree with it. I agree with all of it, and I have to agree
that we have to move off that center line an make it a multibillion
dollar program. But you know, we are now going to mobilize the com-
mittee, and we are going to mobilize the House, and we're going to
mobilize the Senate, and what two things would you say are key that
would make a difference, and at least move us off that center, that
we should stress? This I think is very important for our guidance.
Mr. PATTON. Since I spoke I have been grappling with the fact

that, I think, as I began—we know and appreciate that we think alike
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happily in the business transition, and it could be summarized; one,
that perhaps more attention should be paid to impact of poverty in the
cities, and two, if we add that to our agenda we still don't have enough
money, and as you said, we have a tiny bill to do a gigantic job.
And then we talk about having escaped that box knowing the political
realities, so one of the solutions we propose is to further leverage the
budget to lever the private sector to do more.
The nature of the EDA legislation now is that it is the very

versatile bill to do a lot of public things. In many areas, to make the
private sector come in, so we're always looking toward the private
sector to leverage it, and if I were to do one thing knowing we are
going to hit some ceiling as to how big the EDA bill could be, I
think I would look the other way, and say, what can we do to use the
EDA bill to leverage the existing Federal programs. Schematically,
and I am not going to draft language or anything here, but what that
would mean is that the areas we designate as places where we want
to bring in public money using EDA designation and so forth could
also be given a preferential treatment with respect to other programs,
transportation, sewer and water, labor, loans, SBA and the other rural
loans and so forth, so that we could use in some way this EDA money
to provide a handicapping system to the other Federal programs so
that if the town needs a road to get into an industrial park it faces
the choice of whether EDA money should be spent to do something
that the DOT was otherwise willing to do-
Mr. ROE. Can you hold on that point? The framework of our Local

Public Works Capital Development and Investment Act bill provides
exactly what you are talking about, funds for capital improvements,
supplemental grants, and a balanced percentile between the rural and
the urban areas.
In the Senate the bill has pretty well held those provisions and that

mechanism is being borne.
Mr. PATTON. I personally think that in realistic terms that would

be the one that I would argue for, because if that can be sustained
so that this $5 billion could be seen as seed money to induce another
$15 billion into the project, we'd be talking about the kind of num-
bers we need.
Mr. HAMMERSCIIMIDT. We have two criteria in that bill, if 1 re-

member correctly and both of them speak to the unemployment
situation. That would meet a lot of needs but it still does not go to
the general theory of long-term economic development. It would be
very helpful. Now, I.am all for the bill, but we are talking about two
different things.
Mr. PArroN. Yes.
Mr. FOLEY. If I could respond to that, my advice would be to the

release of this $150 million revolving loan in terms of something
that could be done and make some kind of dramatic start. My advice
would be to pressuring the White House to release that $150 million
revolving loan fund, and it doesn't require any appropriations, and
it has no effect on the budget, you know, and it is already included
and that could be done, you know, and could be a dramatic increase
right away in our urban as well as rural areas.
The second thing, as I think Mr. Zimmerer has suggested would be

urban economic development corporations funded through title II
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as well as title IX, but I think under title II they could use those
loan funds to lend to urban economic develop corporations, which in
turn would lend locally.
If I could just comment on that. In my experience in the Federal

Government and I get criticized by some of my old bureaucratic
friends, but in the administration of these programs it is extremely
important to have some type of local discretionary authority. I—
when I was Administrator of the SBA, among other things, we re-
habilitated Alaska after the earthquake, ancle'I can tell you about
disasters. I have been in hurricanes tornadoes, floods, and fires and
everything else, but rehabilitating !Alaska after an earthquake is a
heck of a lot different than rehabilitating Florida after a hurricane.
For one thing you have a short building period in Alaska.
And I only mention that in that this country is so huge that you

cannot run these programs imaginatively out of Washington. There
has to be local discretion and that is coming from one who is a self-
proclaimed liberal Democrat.
The other thing that I might mention to you, Bella, on this is in the

State of New York, and I hope I won't bore the rest of you, but the
State of New York has a peculiar constitutional provision which pro-
hibits loans by the State to private corporations, so the State of New
York unlike Georgia or Arkansas and the Southern States generally—
I want to make a comment on that, they have done a marvelous job in
economic development. They have been leaders in this country in this
field.
But the State of New York has a constitutional provision against

that, however, there is an Rttorney general's opinion in the Ste of
New York that says that Federal money when advanced to the State,
it is all right for the State to in turn relend. So there is no provision
about that.
I might say, Mr. Hammerschmidt, I think it was Arkansas, when I

first was in the Government in an executive capacity, I was surprised,
you know, of the tremendous amount of planning done in the southern
communities, economic development planning, and good. There is no
question about it, the best economic development planning was done in
the south, and I commented, and I might have been at Mountain
Home, I think we put in an Ozark 
Mr. HAMMERSCHMIDT. Well, the one that drew all the flak was the

gas bill, and I think that was ARA.
Mr. FOLEY. Well, I was not there then.
But I said to the mayor there, you know, I said, I am really sur-

prised at the southern mayors, and he said what are you surprised
about, Paul? I said, You know, I had the impression that you southern
mayors are kind of against the Federal Government and all that, and
he said, Mr. Foley, down here we're against socialism, and we're
against bureaucracy, and we're against the Federal Government, but
just to show you we can be friends, you just keep that money flowing.
Mr. HAMMERSCHMIDT. If I might make a personal comment, in a

little town which has used EDA authorizations extensively, they put
in a plant that employed 2,500 people

' 
and it has expanded once, and

they are going to expand facilities to employ another 1,500 people
in this community, and largely through EDA leverage.
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Mr. FOLEY. You see, there is a good comment to be made here, and
I would like to begin to develop it if you don't mind. We're going
through a tremendous period of historical change, as we all know with
these last 15 years, and I have touched on it very briefly in my earlier
comments, but you see historically the large cities had endless, un-
remitting growth, and the problems in our large cities were to manage
that growth so that there could be some kind of intelligent coordination
of all those parts.
So as a result of planning that was done in large cities, and this was

physical planning, and they were school planners, and they were high-
way planners, recreational planners, health planners, and there wasn't
any need for economic planners because there was unremitting growth,
and in small towns, however, as I mentioned earlier, I was the city
attorney of a small town, and I come from a rural area of Minnesota,
but there the problem was how the heck do you stop decline, and the
way to stop decline was through planning, and the South saw that
much earlier than they did anyplace else. That is why the economic
development planning was the best in the southern communities.
So I think the release of that $150 million, while it is not a lot com-

pared to what the capital shortage of America is over the next 10
years, the thing is that if that money was made available to our large
cities through the corporations of Mr. Zimmerer, it will bring to the
attention of our mayors in our great cities all—it will bring new re-
sources to do things that they have never been able to do, or haven't
thought about before.
Mr. ROE. Are there any other questions?
Mr. Oberstar.
Mr. OBERSTAR. Thank you, Mr. Chairman. I find Mr. Foley's testi-

mony very enlightening and very, very helpful, and it is so refresh-
ing to have witnesses, four of you, coming up here and testifying from
your fund of knowledge, rather than reading a written prepared state-
ment which may or may not have been done by the individual himself.
I really find that a very, very refreshing way of doing things, and is
very helpful to the committee.
But I would like to address myself to this problem of funds for

urban areas. This goes back over a period of time, and going back to
1965 when the growth of Federal programs was started. EDA was
ARA. then until Aiip;ust 1965, and it was an experimental procr,ram,
and it had been tried out for 4 years and had been vetoed twice in the
Eisenhower administration and cast out and rejected as a means of
developing the country and it didn't come into its own until the early
1960's under Kennedy and Johnson. At that time the view of those in
the cities was that their needs were much different than economic
development, and so we had 0E0 which was really aimed at the pov-
erty problems of the cities, and we had model cities, and we had the
urban renewal program, and we had massive housing programs, and
generally the Congress and the administration and probably the cities
themselves greatly overlooked their—what has now become their cen-
tral need, and that is, urban economic development programs aimed
specifically at holding growth or creating growth in the core atea.
And now this committee is confronted with the problem, and there

is a misunderstanding, I think, among many members of Congress who
criticized EDA, saying that it hadn't put any money in the cities, and
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the fact is true, the background of the fact is that EDA wasn't struc-
tured in that way, and it was a recognition of the need. So now we
recognize that need and what we need really is more money, and the
EDA program, I think, should largely be tailored to serve the needs
of urban areas within its existing framework, and it is going to take a
hell of a lot more money than we have got in EDA today to respond
to the needs of the urban areas.
Gene, I would like to ask you to respond to this. I think EDA was,

and rightly so, industrial oriented in its business loan program, and it
wanted to see smokestacks, and wanted foundaries, and we wanted
close tolerance machine tool operations, and we wanted—like we have
a radiator core assembly and manufacturing plant in our district, and
the manufacturing of computer components, and EDA stayed away
from recreational developments, and they realized finally in New
York that we probably ought to take a look at those, and now we
are looking at retail development, something that is very new.
Do you see that as fitting into the EDA scope, and do you see that as

a possible way for revitalizing the core of cities and these large urban
areas ?
Mr. FOLEY. Mr. Oberstar, I agree. There is no doubt about that. I

have always strongly believed that there is an element to economic de-
velopment that is kind of immeasurable, and I call that—and I am not
alone, others call it, too—esprit, community esprit.
I was commenting about community esprit, and I am getting back

to your question, but I want to give you an example of it. It is hard to
measure the item, but if you have been in this field very long you cer-
tainly recognize it.
Let me give you a good example. Norwich, Conn., was a textile town

and they lost a tremendous amount of employment, and they had great
local leadership, and they have done marvelously by these Federal pro-
grams, and so now the community believes it can do something, and
they want to do something.
Other businessmen are attracted to it, and they have a great sense of

self-esteem. Now, as a result they are kind of coming out of their prob-
lems. They have got a ways to go, but they are doing something.
Duluth, Minn., back in the old ARA days—remember Jim—they put
in the auditorium, and all of a sudden it picked up downtown. Now,
you couldn't calculate the number of permanent jobs, but in terms of a
community all of a sudden dolling itself up so to speak and becoming
something, and assuring itself that it had a future, and that it was
worth people to do something to make an investment in the commu-
nity., and that. really was a classic example.
If you have ever been in a community that has all of a sudden got a

major league baseball or football franchise, you: can see the change
immediately overnight where the business community, and everybody
in the community, all of a sudden cares because they are a big league
community, and that is what I call community esprit.

Well, it is the same thing with the retail section, retail-type loans, a
shopping center, or whatever it might be, or even recreational. They
seem to be very valuable beyond their measurable -lob creations.
Mr. OBERSTAR. You had experience early in EDA with the revolving

fund. What was—would you describe for the committee as you saw it

63-186-76---10
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then what was the original or initial intent and was it being returned
to
then, 

for capital investment and what should be do to react to it?
Mr. FOLEY. Under the revolving loan fund of EDA the chairman

of the Appropriations Subcommittee at that time was a gentleman
whose esteem for Mr. Foley was of the lowest, and you don't. know
him like I know him, and Mr. Rooney did not care to have Mr. Foley's
hands on that revolving loan fund, and we didn't have the authority
to use that. That's only been recently that that money has been made
available.
Mr. OBERSTAR. Well, could it be revived as a useful tool?
Mr. FOLEY. Well, sure • now there is no legislational restriction on

it at all. It is just the Office of Management and Budget, that is all.
It would be spectacular with me. I think it would be one big shot in
the arm to this whole program if they could get that.
Mr. OBERSTAR. One thing that you commented on, you took over

EDA from its predecessor agency, and you in looking over their busi-
ness loan portfolio, I recall you remarking that ARA.'s loan failure
was less than 20 percent.
Mr. FOLEY. I do not recall.
Mr. OBERSTAR. Something like that, and you said, "If they are

going to be in the business of loan risk venture capital program,
they ought to have a higher failure rate than that,' not that they
should lose money, but what you were saying was that they should be
taking more risks. Do you think that they have done that with the
EDA program in the years since you were administering it?
Mr. FOLEY. Yes, I think they have administered the program very

well within the limitations of their funds. Just bear in mind now, just
since last year, they have had authority to get into a loan guarantee
or a lease guarantee program. They never had that before. I think
the program is well administered. I think Bob Podesta—I am just sorry
to see the administration lose him. I thought he was a superb admin-
istrator, and a great public servant, and I thought he did a great job.
Mr. OBERSTAR. In the other body there has been a proposal which

would authorize an interest subsidy of up to 4 percent on loans for
working capital. How do you think that would be received, as com-
pared to a substantial direct business loan program?
Mr. FOLEY. Well, my experience in the private business market,

there is no question that any subsidy is desirable. They have it all
built into the housing program, you know. There is a $2 billion Emer-
gency Housing Act last year that they are hoping for $5 billion this
year that utilizes a subsidized interest rate of 7.5 percent, and there
is no question that it is effective, and whether you can get that through
without a veto or not is something else.
But the heart of the problem is the availability of capital, that's the

heart of the problem. These companies just cannot—look here, Bankers
Trust, seventh largest bank holding company in America can't raise
money, incredible. The seventh largest bank in America—the most
costliest way for a company to raise money is a preferred bond, pre-
ferred stock, because the interest, or the coupon that they pay on that,
that comes out of net earnings, not out of gross earnings, and they
have to do it because it is the only way they can raise money.
And the availability of capital, that is the big thing. Even if you

have to pay above prime interest rate, if I had my choice I'd Say give
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me the money even if I have to pay through the nose for it. I'd rather
have the money.
Mr. OBERSTAR. Well, that is nice. I am glad to hear you say that,

because that is what I see is the shortcoming of the EDA program with
the loan guarantee and the lease guarantee and the working capital
guarantee, and we just aren't getting people into the redevelopment
areas because the banks cannot loan the money. They have not got
the money, and if they do have it, they are not interested in that kind
of long-term loan.
Mr. FOLEY. My testimony earlier about the banks, the banks in the

last couple of years have gotten into considerable trouble and the
reason why they are not making these loans isn't because they do not
have the money, they have got the money all right, but they have had
to increase their loss reserves because of their disastrous real estate
investments, and you may not have heard my comment, Bella, about

b that earlier,'but take for instance the Chase Manhattan Bank, they
have—pardon me, in February of this year, in the same month that
the State of New York could not get the banks in the State of New
York to pick up a $200 million UDC loan, and in that same month
the Chase Manhattan had to organize a group of 41 banks to develop
a $700 million loan to just one real estate investment trust—theirs.
They had to organize 41 banks to raise the $700 million for them, but
they couldn't get the $200 million for the State of New York, and the
reason for it is that their REIT is an disastrous shape. That is be-
cause of the recession.
Mr. PATTON. I would like to interject. The number, the 20 leading

banks have a cloud over their assets that represents 51 percent of their
underlying capital in REIT loans alone, and our statistics show that
the rate of foreclosure, knowing the convention, non-REIT ventures
are in trouble, has not gone up. Now, what that says is that the banks
are not exercising their perrogatives in lending because they are up to
here, but they are rolling over conventional real estate debts, add that
to it, and a few other potential defaults, and you have a situation where
the banks of America are technically absolved.
Mr. FOLEY. That is right.
Mr. PArroN. And that situation is underlying this whole question

you are putting forth; how do you get that capital out to people who
are in a position where they cannot take anything more, and where the
larger banks, incidentally, have better than half of their action over-
seas right now. They are increasingly internationally involved. So
you have the very serious problem.
Mr. OBERSTAR. Well, that will be one of the central issues facing

the committee. I will close on this remark. I appreciated Mr. Foley 's
comments on the need for additional staff for EDA which have been
held back and held down. I think this committee ought to use its in-
fluence to beef that up. You talked about one man covering Connecti-
cut and New York City, we have got one county that is as large as the
whole State of Connecticut and one EDA field representative covering
an area bigger than New England.
Mr. ROE.Any other questions?
Mr. NOWAK. Mr. Chairman, if I could just make a comment to Mr.

Kysiak.
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I have showed you the amendment to title IX, which I filed in the
House the other day, and hopefully this committee will be looking at
this bill. I'm wondering, you have had a few minutes to digest it, would
this hit the problem that you had mentioned with title IX?
Mr. KYSIAK. I think, Congressman, it specifically addresses itself to

the question of long term economic deterioration. Because of my haste
to not spend too much time in my presentation a further point was not
made. A lot of businesses and industries are, because of international
economic conditions, marketing conditions, and a number of reasons,
slowly phasing out of cities and going overseas. For example, the elec-
trical machinery industry, the leather industry, and a number of the
others.
We cannot keep them here, so title IX isn't going to help keep them

here. But we have to replace those jobs and that is what title IX is
supposedly all about. Long-term economic deterioration exists in Mil-
waukee and in the last year alone, for example, totally removed 2,200
jobs from the city, and put another 6,200 people on permanent layoffs.
If we would have had one company that would have laid off or termi-
nated 2,200 jobs we would have qualified for title IX, but instead we
had 20 companies that in effect got rid of 2,200 jobs. So that long term
economic deterioration is a fact of life in central cities, especially
in central cities each of the Mississippi River.
But what you have proposed here, which in effect, specifically uses

the term "long-term economic deterioration," will go a long way in at
least giving us a way to get in the door.
But as I mentioned before, once we get in the door all we've got, in

effect, is a brass cup instead of money, and I don't believe we are going
to be able to do much good with it.
Mr. NOWAK. This amendment, I believe, will at least qualify all of

these types of situations which every one of you have talked about in
one term or another, to make the bill eligible for a multiple faceted type
of program, instead of jumping from one to the other, as you had
mentioned in your remarks.
One other question, if I may, couple of times it has been mentioned'

here about the need for capital, and there are before the Ways and
Means Committee many programs to raise capital and give corpora-
tions tax relief and give dividend holders the tax exemption, and so,
forth. I have also included in the Ways and Means bill a bill to grant
additional investment tax credit a 15-percent tax credit to any core
area which has just about the same criteria as this bill, I was just
wondering, if you thought that would be an added inducement in the
total economic area we are talking about here?
Mr. KYSIAK. If I could just comment on that quickly, as I mentioned

earlier there is the surcharge on extra cost in doing business in the
center of cities; there is no doubt about it. Anything that can be done
to make up the difference between doing business in the city and going
out to an inexpensive piece of suburban land is going to have to help,
and I think we are going to have to go to that—some form of subsidy,
whether it be in land, in job training, or in financing, or, in this case, the
tax credit area.
Mr. NOWAK. But you know if you go to the land, you are taking

about reduction in tax revenues and you are servicing those areas
without receiving the revenues and you have got another offset on the
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other side, whereas the Federal Government would be, in effect, sup-
plementing that company.
Mr. KYSIAK. I guess if they would be willing to meet that subsidy

we would love to see it.
Mr. NOWAK. Thank you.
Mr. PArroN. We are very much for it, and we have always advocated

a differential tax credit. We think it is deployment should be increased
without regard to its impact on our problems, so that a guy in Green-
wich, Conn., gets a tax credit for a chauffeur driven limousine and the
same as a guy gets in putting a lathe in a Watts or Bedford-Stuyvesant
or some impacted area.
Mr. NOWAK. Yes.
Mr. PATTON. It is a form of leveraged revenue sharing. What it does,

of course, is to create rateable impact bases within cities and rural
areas that wouldn't otherwise been there by having Federal Govern-
ment yield some of its tax authority back to the localities, and of
course the company has to be strong enough to take advantage of it,
but it conceivably is one of the most powerful tools that we have.
Mr. NOWAK. Yes. Well, this is for plant and equipment, so they

could readily take advantage of it if it was going to fall in that
direction.
Ms. ABZUG. Would the gentleman yield? I just want to get the under-

standing of what the answer to the question is. You are not suggesting
that every tax shelter and tax credit that is given in this economic
development program on that basis that he indicated is necessarily a
correct or a useful thing to do atthis time, are you?
Mr. PArrox. What I am suggesting is that to the extent the Ways

and Means and the Congress is going to grant a higher rate of invest-
ment credit to the tax loss, that there could be some differential estab-
lished between the various areas that need it most, rather than those
tha need it least.
The direct impact on cities is as follows of an investment 10-percent

credit; much of the small industry in cities lease space, and we there-
fore are in the position where they are not eligible to take advantage
of that for the plant that they occupy. They are in a position to take
advantage of the equipment that they use. If they move to another loca-
tion and doing exactly what I hope we don't want to do, they then must
subsidize for the Federal Government to move out, and the process
works exactly in that direction. It is not so germane to rural areas, but
it is—particularly since rural areas tend to use revenue bond financing
more, which eliminates that advantage to the company, and gives it
to them in the form of a pass through with the tax free bonding
authority.
But how it works with respect to urban centers is to exacerbate our

problem by taking the occupants of leased space and encouraging them
to go build their own plant elsewhere.
So what we are suggesting in terms of even a preferential relation-

ship is more in the nature of an offset to deal with that bias that is
built into it.
So we always have felt that it should be pointed in the direction of

areas of greatest need.
Mr. FOLEY. If I could just comment to Bella on this a little, perhaps

tangential to this.
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My own personal judgment on tax shelters is that they are not bad,
but they have been used for the wrong purposes. If they are directed.
if the preference were directed toward this sort of thing—developing
employment in urban areas as opposed to transferring the facilities of
professional sport franchises, you know, I do not see it at all in the
latter case.
So, it is not a question of the mechanism. I think the tax shelters are

marvelous if used for purposes that are important.
Mr. NOWAK. When we are talking about this whole field of tax

credits, there have been many statements made and we look at why
managers of these corporations go one place or another. We are faced
really with a larger problem and I hope that the Ways and Means
Committee will address it, because it is going to have greater impact
probably than anything else that we do in this Congress, and that is
make it less attractive for the large multinational corporations to
move, their small plants—you say they are small plants, but there
may be 20 of these plants that are moving outside to Thailand or.
southern France or wherever they may be, just because of the tax ex-
emptions of this provision and the foreign tax credit which was put
in the law to encourage expansion overseas.
Well, 20 years later we see a great amount of outflow of capital to

make that production possible overseas and the problems we are fac-
ing here, saying we cannot do anything about employment for 10
years perhaps, and now we are struggling here within our own little
confine and say, there is little capital. What happened to the capital
that was here 20 years ago ?
But nobody seems in the Congress to have that control over what

goes overseas and why the managers are so anxious to go over there,
besides the very simplification of those changes of a tax or the lower
labor cost.
Ms. ABZUG. Will the gentleman yield ?
We have a big problem with multinational corporations, and it is

because they get various tax breaks and other benefits. They can use
labor abroad that is cheaper and then come back here. It is not because
we do not give them enough tax incentives. They want more.
Mr. NOWAK. I am saying that the Congress gave them too much

over too long a period of time.
Ms. ABZUG. If we were to put some brakes on what they are able

to do abroad taxwise, they would not go abroad so much.
Mr. NOWAK. That is the point I am making.
Mr. PArroN. One economic reality to that is that inflation is world-

wide.
One reason for productivity is that if people can constantly agree

to places where they can substitute capital for labor, they keep mov-
ing to less efficient production sites until the day comes when some
other factory—transportation costs, makes the goods coming in that
much more expensive and then we end up paying for it at the super-
market.
Mr. FOLEY. I think there is another plight of this capital overseas.

What is it, about 50 percent of the lendable funds of the major banks
are going overseas?
Mr. NOWAK. Do you have a figure on that?
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Mr. FOLEY. I think I have some material on that that I could give
you.
Under our system of banking in this country, we make a decision

between commercial banking and investment banking.
Commercial banking is strictly debt financing. Investment banking

is equity financing.
We are the only country that makes that distinction. Banking in

Europe is both Wall Street and commercial banks and so when you
form a bank corporation in New London or Paris, wherever it is, get
involved in both debt and equity that you cannot in this country and
they find it more profitable.
Mr. NOWAK. Thank you very much.
Mr. ROE. We appreciate your testimony a great deal, gentlemen.

You were splendid.
Mr. PATTON. May I say just one thing?
Mr. ROE. If it is nice.
Mr. PATTON. It is nice about my colleagues.
In response to Mr. Oberstar, in around 1965, it was proven insidi-

ously, the main allocation of Florida and so forth went to Model Cities
and so forth that we talked about. In 1965, more or less, it began al-
most a fugitive movement in cities which we are all part, to bring
economic development up in cities to the same priority of housing, city
planning, all the rest of it. That process, I guess, really materialized
around 1970 and 1971.
The organization that we are all a part of, spent more time in the

last 5 years in trying to develop that confidence in cities and elevate the
competent people to positions of authority. Whatever you do with
respect to size, although it is still imperfect, we'll find a much more
confident center of recipients in the cities to deal with it. You will
always find cities that by and large have acquired the power to as-
semble the land, acquire the ability to make decisions, cut redtape and
acquire some control over other aspects of capital budgets to put in
their own local public works and things like that.
So, in addition to all of the other auspicious elements around today,

one of them is that the cities and now lately the mayors have finally
turned on to this particular subject.
Mr. ROE. Thank you, gentlemen.
Our next witness is Hon. Doris Flythe, who hails from Georgia,

the mayor of Springfield. Ga. she is representing her community,
and the National Association of Regional Councils.
In view of the fact that her representative is here, Mr. Bo Ginn, the

Chair will defer to him for the formal welcome and introduction of
Mayor Flythe.
Mr. GINN. Thank you. Mr. Chairman.
Since I am not a member of the Economic Subcommittee, unfortun-

ately, I appreciate the opportunity to allow me to present Mrs. Flythe
to the subcommittee. She is a valued friend and a valued constituent
of mine.
As you pointed out, she is a distinguished mayor of a small world

community of Springfield, Ga. She is an immediate chairman, or chair-
person, of the Coastal Area Planning and Development Commission.
She is presently serving as vice chairman of the Georgia Association
of Area Planning and Development Commission.



144

I understand that in addition to all those things, she is here on be-
half of the National Association of Regional Councils. Since the hour
is late and she has asked that I not make this flowery, may I just simply
present to you a fine public servant from Georgia, a lovely lady.
Mr. ROE. That is very fine. I never saw a southern gentleman that

could not say anything that was not flowery.
Mrs. Flythe, we welcome you. The full text of your prepared state-

ment will appear in the record at this point.
[The statement referred to follows:]

STATEMENT OF MRS. GRADY P. "DORIS" FLYTHE, NATIONAL ASSOCIATION OF
REGIONAL COUNCILS

Mr. Chairman, Members of the Committee: It is a great privilege for me to
testify before the distinguished members of this subcommittee. I am the Mayor
of Springfield, Georgia and former Chairman of the Coastal Area Planning and
Development Commission. I also serve as the vice Chairman of the Georgia As-
sociation of Area Planning and Development Commission.

Let me begin with some introductory comments about our organization. The
National Association of Regional Councils was initiated in 1967 to assist local
government elected officials in organizing a rapidly growing number of regional
councils.

Regional councils for the most part are areawide organizations of general pur-
pose local governments which encompass a total regional community. They
exist in both metropolitan and rural areas. Prime purposes of regional councils
are to increase communication, cooperative decision making, and coordination
among local and state governments; to review and comment on certain federal
grant applications; and to develop policies and programs to meet mutual problems
and guide orderly development.
Over 625 such regional councils have been established to deal with areawide

problems. Council governing bodies are composed primarily of local government
•elected officials. In the last few years, the continued growth of regional councils
has been encouraged by the actions of the states. Forty-four (44) states have
initiated the process of establishing substate districts. Of these, 34 have com-
pleted or will shortly complete the subdistricting process and have designated
regional councils for each district.
Most regional councils serve a basic coordinative function for federal funding

of local government activities. This function is based on the "review and comment"
provisions of Section 204 of the Demonstration Cities and Metropolitan Devel-
opment Act of 1966, and the Intergovernmental Cooperation Act of 1968, both
of which are implemented through Circular A-95 of the Office of Management
and Budget. Regional councils, designated as A-95 agencies, review federal aid
applications of local governments before the application is submitted to the
federal funding agencies. This review process saves taxpayers an estimated
$450 million a year.
NARC is a membership association of over 300 regional councils throughout

the country. Our Board is composed of local government elected officials and
other regional council policy members, as well as representatives from the Boards
of the National League of Cities and National Association of Counties.
A key regional council concern is the balanced and orderly development of our

metropolitan areas and rural regions. This has also been a continuing major
concern of both Congress and your subcommittee. The Public Works and Economic
Development Act of 1965 was an initial step in providing national policy on
growth and development. In fact, it was this Act which encouraged the use or
establishment of at least 150 regional councils (i.e., development districts).
When I refer to a regional council or development district, I speak of a multi-

county organization created under state law or by local government agreement
to accomplish regional coordination, planning and decision making. Regional
councils generally have governing bodies composed of at least 51% membership
of elected officials of general purpose local governments.
We support the extension of the Public Works and Economic Development Act

of 1965 for the period provided in H.R. 9398.
Mr. Chairman, just as the pending bills recognize economic development as a

necessary activity at all levels of government, there is a distinct need to insure
that economic development planning and policy formulation is not made in a
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vacuum. Prudent economic development is the lifeblood of our state and local
governments. To remain viable, a community must have a balanced tax base; and
an integral part of such tax base is business and industrial development. But
our experience has shown that such economic development cannot be separated
from the other physical, social and environmental decisionmaking of government.
Rather, it is an essential part of such public decisions.
While competition for business and industry will probably always be a part

of our economic system, local governments must cooperate together in order to
insure that such competition does not cause a severe imbalance in a metropolitan
area or region. To cope with this issue we must establish balanced development
and growth policies, and states, regions and local government must be directly
involved in such a process. We have found from our past mistakes that unilateral
action of local governments cannot produce adequate policies for comprehensive
planning and development. At the same time, the national government has an
accompanying responsibility. Federal policy and decisionmaking must be put
into a proper context if we are to have a rational system at the state, regional
and local levels. Our association believes 'that the development of a balanced
national growth policy can be the framework for such decisionmaking. We are
aware that Congress has taken some initial steps in this direction. Congress
should continue to build on the successes of the Economic Development Act. In
the future, Congress should review and consider a national public investment
policy directly associated with our national, state and local goals and priorities
for growth and development. Moreover, we must focus on the planning, manage-
ment and operational structure at all levels of government needed to undertake
sound responsive and efficient programming of public investments to bring about
sound growth and development.
NARC has adopted a set of principles and policies which reflect, in our opinion,

the sentiments of the majority of elected officials that participated in our mem-
ber regional councils.
We would hope in future legislation Congress would incorporate these

provisions:
Economic development must be considered as a vital component of national

growth policy which is the product of an intergovernmental process. The process
should reflect local government and. regional needs in establishing priorities and
programs at the national and state government levels.
Regional councils, organized by local and state government, should be the

preferred mechanism for local governments to articulate regional development
goals and needs for state and national development policies and priorities. For
the most part these councils have been organized throughout the country. Well
over 100 of these councils have been designated development districts.
Congress must provide adequate funding for these districts both old and new.

Seven million is not adequate, at least 13 to 15 million is needed so that regional
councils may be designated for economic development planning and coordination.

National economic development policy should emphasize the rehabilitation,
redevelopment and full utilization of existing developed areas. Special emphasis
and grant funding should be provided for local communities and regions in
economic distress. Designation for special emphasis should be based on meaning-
ful criteria such as outmigration, underemployment or underutilization. The
main emphasis in program support should be through direct federal grants-in-aid
conditioned on their consistency with national, state and regional economic
development planning and programming.
The creation of multi-state commissions, such as the Appalachian Regional

Commission, should be authorized in national legislation but not required. Such
agencies should be created at the initiative of the states. Such multi-state com-
missions, if created, should be principally planning and coordination mecha-
nisms. They should be authorized to provide supplemental grants to states and
substate agencies and local governments. Such grants should be consistent with
state and regional development programs.
In carrying out economic development programs, the states should perform at

least the following activities:
Develop state economic policy and plans within the context of total state

development planning;
Designate substate districts and regional councils composed of a majority

of elected officials; and
Provide a cooperative process between the states and substate districts in

formulating growth policies, priorities and the allocation of state funds.
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In this process, regional councils should:
Adopt a multi-year balanced development plan and strategy;
Provide input and review to state and federal growth policies;
Set priorities for public investment through multi-year development projects

with other state and federal programs;
l'rovide technical assistance to member local governments.
As we have stated previously, economic development must be integrated into

overall public decisionmaking on growth development, employment and regional
goals. This is generally accepted and recognized by most of the economic develop-
ment districts that have been established pursuant to the Public Works and
Economic Development Act of 1965 and the Appalachian Regional Development
Act. Most of these districts as regional councils participate in other federal
programs and are engaged in comprehensive areawide planning.
The participation of a district in these various federal programs, however,

has been made difficult because of the lack of uniformity among federal agen-
cies on questions involving organization and structure of regional agencies and
districts. For example, the requirements for the composition of the district's
governing body vary. We believe that in the future such differences in indi-
vidual federal agency requirements can be avoided if legislation merely estab-
lishes performance standards to be met by the regional councils (development
districts) receiving federal planning grants.

Since districts involve and affect local government, we believe that the major-
ity of their governing bodies should consist of general purpose local government

,elected officials. In several instances state law dictates governing body member-
ship districts organized with local elected officials should, nevertheless, be
required to demonstrate that they have effectively involved citizens in their
planning process; and the lack of performance in this respect should be a basis
for the district to lose future economic development planning grants.

Finally, we would like to comment on proposals for anti-cyclical funding pro-
grams. Our Board supports anti-cyclical programs to remedy economic problems
resulting from high unemployment. But in supporting such a measure we believe
it should be a part of a total on going national growth policy. Also such a meas-
ure should not be adopted as a replacement or substitute for general revenue
sharing or other public works programs which are other techniques or tools
involved in implementing a national growth policy.
Thank you for the opportunity to present this testimony.

TESTIMONY OF HON. DORIS FLYTHE, MAYOR OF SPRINGFIELD,
GA., REPRESENTING THE NATIONAL ASSOCIATION OF REGIONAL
COUNCILS

Mayor FLA-THE. Mr. Chairman and members of the committee, I
come from a State of 4 million. I represent a planning area of 300,000
and I am mayor of a town less than 1,500. So, if anybody who is from
grassroots, I guess I am.

All of us, even my little town, have experienced the benefits of Eco-
nomic Development Administration. Therefore, it gives me great
pleasure and honor t9 testify before you here today.
Let me begin with some introductory comments about our organiza-

tion. The National Association of Regional Councils was initiated in
1967 to assist local government elected officials in organizing a rap-
idly growing number of regional councils.

Regional councils for the most part are areawide organizations of
general purpose local governments which encompass a total regional
community. They exist in both metropolitan and rural areas. Prime
purposes of regional councils are to increase communication, coopera-
tive decisionmaking, and coordination among local and State govern-
ments to review and comment on certain Federal grant applications;
and to develop policies and programs to meet mutual problems and
guide orderly development.



147

Over 625 such regional councils have been established to deal with
areawide problems. Council governing bodies are composed pri-
marily of local government elected officials. In the last few years,
the continued growth of regional councils has been encouraged by
the actions of the States. Forty-four States have initiated the process
of establishing substate districts. Of these, 34 have completed or will
shortly complde the subdistricting process and have designated
regional councils for each district.
Most regional councils serve a basic coordinate function for Fed-

cral funding of local government activities. This function is based on
the "review and comment" provisions of section 204 of the Demon-
stration Cities and Metropolitan Development Act of 1966, and the
Intergovernmental Cooperation Act of 1968, both of which are imple-
mented through Circular A-95 of the Office of Management and.
Budget. Regional councils, designated as A-95 agencies, review Fed-
eral-aid applications of local governments before the application is
submitted to the Federal funding agencies. This review process saves
taxpayers an estimated $450 million a year.
NARC is a membership association of over 300 regional councils

throughout the country. Our board is composed of local government
elected officials and other regional council policy members, as well as
representatives from the boards of the National League of Cities and
National Association of Counties.
A key regional council concern is the balanced and orderly devel-

opment of our metropolitan areas and rural regions. This has also
been a continuing major concern of both Congress and your sub-
committee. The Public Works and Economic Development Act of
1965 was an initial step in providing national policy on growth and
development. In fact, it was this act which encouraged the use or
establishment of at least 150 regional councils; that is, development
districts.
When I refer to a regional council or development district, I speak

of a multicounty organization created under State law or by local
government agreement to accomplish regional coordination, plan-
ning, and decisionmaking. Regional councils generally have govern-
ing bodies composed of at least 51-percent membership of elected
officials of general purpose local governments.
We support the extension of the Public Works and Economic

Development Act of 1965 for the period provided in H.R. 9398.
Mr. Chairman, just as the pending bills recognize economic devel-

opment as a necessary activity of all levels of government, there is
a distinct need to insure that economic development planning and
policy formulation is not made in a vacuum. Prudent economic de-
velopment is the lifeblood of our State and local governments. To
remain viable, a community must have a balanced tax base; and an
integral part of such tax base is business and industrial development.
But our experience has shown that such economic development can-
not be separated from the other physical, social, and environmental
decisionmaking of government. Rather, it is an essential part of such
public decisions.
While competition for business and industry will probably always

be a part of our economic system, local governments must cooperate
together in order to insure that such competition does not cause a
severe imbalance in a metropolitan area or region. To cope with this
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issue, we must establish balanced development and growth policies;
and States, regions, and local governments must be directly involved
in such a process. We have found from our past mistakes that uni-
lateral action of local governments cannot produce adequate policies
for comprehensive planning and development.
Mr. GINN. Could I interrupt you? In a couple of minutes, we are

going to have to vote. Since your statement is going to be included
in the record in full, and before the subcommittee has to leave, rather
than to have you wait longer, would you like to take a minute or two
and summarize?
Mayor FLYTHE. Yes; I could do that.
I think the points that we expressed, if you might consider those,

that economic development must be considered as a vital component
of national growth policy which is the product of an intergovern-
mental process; regional councils, organized by local and State gov-
ernment, should be the preferred mechanism for local governments
to articulate regional development goals and needs for State and
National development policies and priorities. Congress must provide
adequate funding for these districts

' 
both old and new. And $7 mil-

lion is not adequate; at least $13 to $15 million is needed so that
regional councils may be designated for economic development
planning and coordination. How many more minutes do I have?
Mr. HAMMERSCHMIDT. May I interrupt for a minute to express my

personal appreciation for your patience and to tell you how much
we think of your fine Member of Congress here. I hope you are patient
and understanding with the circumstances under which we have to
operate.
I want to thank you very much, and I will complete reading the

rest of your statement.
Mayor FLYTHE. That is what I would like to emphasize, if each of

you gentlemen can complete reading it.
Mr. ROE. Can I ask you a question? Is this the first time you ever

testified here before Congress?
Mayor FLYTHE. Yes, sir.
Mr. ROE. I remember the first time I testified. I did not believe that

anyone ever read or heard what I said.
Mayor FLYTHE. Do you?
Mr. ROE. Yes; we do. We will read and review it. The substantive

points you are making bring excellent suggestions and ideas based on
your experience in the urban and metropolitan areas because you have
that kind of relationaship, and you are making it work.
Mayor FLYTHE. Yes.
Mr. ROE. That is what we are going to try to write as a national

policy if we can get everybody to agree with that.
Mayor FLYTHE. This, all in its entirely, will be included in the

record?
Mr. ROE. We will read it.
Mayor FLYTHE. Very well, then I will not wait until you get back.
Mr. ROE. Thank you very much. We appreciate your testimony, and

again we apologize for your having to wait so long to testify..
The subcommittee will stand in adjournment.
[Whereupon, at 6:12 p.m., the subcommittee was adjourned, subject

to the call of the Chair.]



TO AMEND THE PUBLIC WORKS AND ECONOMIC
DEVELOPMENT ACT OF 1965 TO EXTEND THE
AUTHORIZATIONS FOR A 3-YEAR PERIOD

TUESDAY, SEPTEMBER 23, 1975

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON ECONOMIC DEVELOPMENT

OF THE COMMITTEE ON PUBLIC WORKS AND TRANSPORTATION,
TV ashing t on, D.C.

The subcommittee met, pursuant to call, at 10:13 a.m. in room 2226,
Rayburn House Office Building, Hon. Robert A. Roe (chairman of
the subcommittee) presiding.
Mr. ROE. The hearings will reconvene. This morning we welcome

our colleague and very personal friend, the Honorable Jaime Benitez,
who represents Puerto Rico. We are delighted to have you with us this
morning and welcome your testimony.

TESTIMONY OF HON. JAIME BENITEZ, RESIDENT COMMISSIONER
OF PUERTO RICO

Mr. BENITEZ. Thank you very much, Mr. Chairman and members
of the subcommittee. I appreciate greatly this opportunity to present
the views of the Commonwealth of Puerto Rico on a proposed amend-
ment to title V of the Public Works and Economic Development Act
of 1965.
My testimony, Mr. Chairman, and other documents, have been sub-

mitted, and if I may, I would like to have it, then, in the record and
summarize my position.
Mr. ROE. If there is no objection, so ordered.
[Prepared statement follows:]

STATEMENT OF HON. JAIME BENITEZ, RESIDENT COMMISSIONER OF PUERTO Rico

Mr. Chairman, I am grateful for your extending me the opportunity to present
the views of the Commonwealth of Puerto Rico on a proposed amendment to
Title 5 of the Public Works and Economic Development Act of 1965, as amended.
I have watched with great interest the work that has been done in the

Appalachian area of the United States under the auspices of the Appalachian
Regional Commission. I have also watched the beginnings of similar programs
undertaken by other regions of the United States under the terms of Title 5 of
the act before you.
By and large, these regional efforts have been designed to provide those regions

with better tools to promote a well planned economic development effort. While
the Title 5 commissions have not been funded in an amount anywhere near that
provided to the Appalachian Regional Commission, they have, nevertheless, been
able to significantly advance the planning capacity of the Title 5 regions so that
sound economic development has been made much more possible. They have also

( 149 )
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begun projects, some experimental, that have contributed greatly to the economic
health of their respective regions.
And under the terms of Title 2 of the Appalachian Regional Development Act.

it appears that significantly increased program funds will now be available to
those areas.
No region of the United States is more in need of such assistance than the

Caribbean region comprised of Puerto Rico and the Virgin Islands. Our per
capita income continues to fall far below that of the poorest mainland region.
In most instances, our unemployment rate is double and sometimes triple that
of any other region in the country.

All of you are aware of the great strides which both Puerto Rico and the Virgin
Islands have made in recent years to improve the life of their people. The region
has been transformed from one which was once dependent almost exclusively on
agriculture and tourism to an integrated economic entity in which industrial and
commercial enterprises provide the bulk of employment for its residents.
However, much more remains to be done. We believe that the resources which

can be provided under the terms of Title 5 would be of immeasurable benefit in
allowing us to move forward. Both Puerto Rico and the Virgin Islands have
given a good deal of thought as to how they would proceed under designation
as an economic development region. The results of that though are contained in
the application, submitted to Secretary Morton, requesting regional commission
status. I would like at this point to insert a copy of that application in the record
so that members of Congress could review what I believe are the very practical
and yet far-sighted programs which Puerto Rico and the Virgin Islands would
implement once they were designated as an economic development region.
As you will note, these programs focus primarily upon the expansion of the

public infrastructure necessary for the development of industrial and commercial
activities. They project a heavy emphasis upon transportation facilities, voca-
tional training institutions, water and sewage treatment capacity, technical
education facilities, and a housing effort that would help meet the needs of an
expanded employment base.
In order for us to achieve economic commission status, several ambiguities

in the present language of the basic Act must be removed. Specifically, we ask
that the definition of the term "state" be so written as to clearly include Puerto
Rico and the Virgin Islands. There are countless precedents for that definition
in past legislation. We also request that the term "contiguous" be defined so as
to not bar eligibility simply because the boundaries of Puerto Rico and the Virgin
Islands do not physically meet, a requirement clearly impossible for island
communities.

Given the present economic status of the people of Puerto Rico and the Virgin
Islands, it is our judgment, and certainly our hope, that the Congress will not
wish to exclude us from such a designation and from the benefits that would
follow from such a designation.
I thank you again for your kind attention.

Mr. BENITEZ. Thank you, sir. I have with me a request by the
Governor of the Commonwealth of Puerto Rico, Hon. Hernandez
Colon, and the Governor of the Virgina Island, Hon. Cyril King,
addressed to the Secretary of State, whereby they inform him that
the Commonwealth of Puerto Rico and the Territory of the Virgin
islands of the United States intend to seek designation as an economic
development region under the terms of section 501 (al of title V of
the Public Works and Economic Development Act of 1965, as amended:
We would make the preliminary observation that our proposed Caribbean

Regional Commission is comparable, from the standpoint of population, to other
regional commissions previously established. The combined population of Puerto
Rico and the Virgin Islands at present is over three million.
This population is, again, half as large as that served by the four corners

regional commissions and approximately the same as that served by the Upper
Great Lakes Regional Commission.
We assure you of our deep commitment to the concept of regionalism and our

intent to quickly comply with all of the Act's requirements and Department of
Commerce regulations.
Our formal application for designation will be delivered to you in the near

future.
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Now, I think that this objective of creating a regional economic
structure which would encompass Puerto Rico and the Virgin Islands
is probably one of the most imaginative and hopeful possibilities of the
implementation of the basic objectives of this precise legislation.
Puerto Rico has been historically, as well as in many ways the Virgin

Islands, isolated communities, which in the last 30 years have become
significantly incorporated into activities, programs and developments
of the mainland.
However, they have had insufficient communication and collabora-

tion among themselves, and both appreciate—particularly Puerto
Rico, for whom I speak—the enormous advantages and clesirabilities
of joining on some mutual problems of health, of education, of trans-
portation, of communication, of economic underpinning of their sev-
eral activities and problems.
It is therefore with hope and with excitement that we move in this

direction, in spite of a number of basic difficulties that we hope this
committee will appreciate and will clarify and rectify.
The first one is that in the language of the Senate bill, there is

reference to the seven economic regions. There is no such reference in
the bill as approved by the House. And we hope that the House version
will prevail so that the limitation to the existing seven regions should
not serve to exclude this possibility of regionalization between Puerto
Rico and the Virgin Islands, which both governments regard as highly
desirable.

There is, again, another difficulty which I also wish to point out to
you—and it is the interpretation of the expression "contiguous." There
is, as you know—one of the provisions is that these regions be con-
tiguous. Now, what is contiguity in this context? Does this mean
masses of land that are joined one to the other or does it mean, as some
dictionaries would describe it, and as, in fact, is the closest proximity.
We have that the interpretation of proximity be valid and the fact
that there is this sea separation or this sea communication be not
regarded as disqualifying, even within the present language—in any
case, if it were to be so regarded, it should be clarified and straightened
out. Obviously, as in Hawaii, let's say, you accept that all the islands
that constitute the constellation of islands which form the State of
Hawaii are contiguous in spite of the sea lanes in between.
This is equally so in Puerto Rico—and has been so interpreted—

in relation to the island of Vieques or the island of Culebra, which is
much better known in the States because of its naval activities. Inci-
dentally, all of you are invited to come to Culebra on the 18th of Oc-
tober when we will be celebrating the termination of the firing prac-
tices.
Mr. ROE. We have to travel over that sea.
Mr. BENITEZ. There will be transportation facilities provided by

the Army, which is joining us.
But what I am trying to say is that this—river separation, for

instance, the Mississippi, or this sealane separation as in the case of
the islands of Hawaii or in the island of Vieques and Puerto Rico or
Culebra and Puerto Rico, have not been regarded as disqualifying
the essential unity. And, in this case, we hope that a similar approach
can be taken.
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In any case, I certainly commend to you the initiative of these two
Governors and these two communities which are disposed to cooperate
with each other, and with the Federal Government, in solving mutual
problems and making strengths of their own internal and essential
weaknesses.
And we have prepared language which also, I trust, can be made

part of my testimony, endeavoring to clarify these basic objectives
and giving to them the blessing of this subcommittee, should it regard
blessing as legitimate and convenient, and facilitate in the future the
articulation of this economic region. And I ask that the draft lan-
guage be included.
Mr. ROE. If there is no objection, so ordered.
[The document referred to follows:]

DRAFT LANGUAGE FOR CONFERENCE REPORT RELATING TO PUERTO RICO-VIRGIN
ISLANDS ELIGIBILITY FOR TITLE 5 DESIGNATION

On line  , page   of the Senate passed bill, the word "seven" has
been struck. The Conference Committee wanted to make clear, by this action
to strike, that it did not intend to limit the present designation of Regional
Commissions to the existing seven. Other areas of the country may wish to seek
such designation, and we encourage such action.
We are aware that the Governors of Puerto Rico and the Virgin Islands

have already expressed their intent to the Secretary of Commerce. We know
that there are several impediments to such a designation in the present wording
of Title 5. We intend to clear up the problems created by that wording when we
consider amendments to the basic Act later in the 94th Congress. In the interim,
we request that the Secretary of Commerce take those actions necessary to en-
able the Commonwealth of Puerto Rico and the Virgin Islands to proceed
with their plans and preparations to achieve status as an "Economic Develop-
ment Region," under Title 5 of the basic Act.

Mr. ROE. A fine presentation, I think you have made a strong case.
Are there any questions ?
Mr. HAMMERSCHMIDT. Mr. Chairman.
Mr. ROE. Mr. Hammerschmidt.
Mr. HAMMERSCHMIDT. I want to thank our colleague for his very fine

statement, and am pleased that he let the committee know his position,
even though what he seeks is really under the Secretary's authority, of
course.
I note that in the past under section 501 (a) of title V of the Eco-

nomic Development Act, that we have made exceptions for Hawaii and
Alaska. I feel sure that it would be the consensus of the committee that
the same could be done for a regional commission in Puerto Rico and
the Virgin Islands.
If you are successful in establishing this commission down there, I

predict it will be crne of the most inspected regional commissions we
have. [Laughter.]
Mr. BENITEZ. I hope that will be the case. We have discovered that

visits from our colleagues in Congress help enormously in mutual un-
derstanding and a felicitous approach to problems.
Mr. HAMMERSCHMIDT. In a more serious vein, I know that you have

a valid case just by looking at the EDA counties, if that is what the
subdivisions in Puerto Rico are called. Every one of your counties, are
designated counties, from the standpoint of underemployment or
unemployment.
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Mr. BENITEZ. Yes; we have now, unfortunately, in Puerto Rico of-
ficially 19-percent unemployment. I have refrained from going
through the litany of our problems and just mentioned the possibilities,
because it seems to me that it is high time we start looking to the future
with better, realistic approach of—future achievements.
Mr. ROE. Are there any other questions ? We thank you very much

and we will give your observations and recommendations the fullest
consideration.
Mr. BENITEZ. Thank you, sir.
Mr. ROE. Our next witness this morning is the Honorable Roscoe

Bobo, chairman of the Wayne County, Mich., Board of Commissioners,
representing the National Association of Counties.
We welcome you again, Mr. Bobo. You are no stranger to us. We

always appreciate your participation. We are delighted to have you
with us this morning. I would defer to my colleague from Ohio.
Mr. HARsHA. Mr. Chairman, thank you for yielding to me. May I

ask unanimous consent that I may insert in the record a statement of
Mr. Richard T. Schisler, who was to be a witness here before tlie sub-
committee this morning, but unfortunately he had some emergency
business requirements that prevented his presence here.
But I do have his statement and I would like to make it part of the

record.
Mr. ROE. No objection, so ordered.
The statement referred to follows:]

STATEMENT OF RICHARD T. SCHISLER

Mr. Chairman and members of the subcommittee, my name is Richard T.
Schisler, and I am a practicing attorney in Portsmouth, Ohio. Appearing with me
today is Larry Atkins, Manager of Industrial Relations for the Empire Detroit
Steel Corporation, also of Portsmouth, Ohio. We appreciate the opportunity to
appear before you today to urge your consideration of an amendment to the Pub-
lic Works and Economic Development Act which would provide the authority for
an interest rate subsidy program. More specifically, we are encouraging you to
amend section 202 ( a) of the Act by adding a new paragraph which would author-
ize the Secretary of Commerce to pay to private entities amounts sufficient to re-
duce the interest paid by such private firms on loans which are secured from
private sources for purposes which are consistent with the Act and for which
the Secretary is authorized to make loans or loan guarantees under the Act. We
recommend this amendment to you in the sincere belief that the result would be
a proper use of Federal money, that it would clearly be in keeping with the spirit
of the Act, that it would minimize the expenditure of Federal dollars, that it
would encourage business to attempt to solve their own problems, and that it
would diminish the direct role of the Federal government in assistance pro-
grams, thereby encouraging more participation by the private sector.
To illustrate what we feel is the legitimate need for such an amendment, I

would like to discuss the economic conditions in our home county in Ohio, and
particularly to discuss the role which the Empire Detroit Steel Corporation plays
in that community. We live in Scioto County, a rural county of approximately
100,000 people in Southern Ohio. At the present time the county's unemployment
rate is 14.8% as opposed to a statewide unemployment rate of 8.2%. One year
age the county's rate of unemployment was 8.2% while the statewide rate was
4.8%. So as you can see our current economic picture is far from a bright one.
Our condition becomes even more perilous when you consider that until May of

this year 10% of our work force was employed by one employer, the Empire
Detroit Steel Corporation. At that same time the annual payroll at the mill repre-
sented 24% of the total payroll in the county. This carbon steel mill was built on
the banks of the Ohio River in 1912, and until last spring it consisted of a coke
plant blast furnace and open hearth furnace and rolling and ,finishing mills. Even
though improvements have been made and efficiencies increased since its original
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construction, the mill was still an old and, therefore, troublesome facility. Be-
cause of their age, the rolling and finishing mills were the source of pollutants
entering the Ohio River, while the furnaces emitted pollutants into the atmos-
phere. The equipment at the facility is also very energy inefficient. Faced with
impending antipollution enforcement actions as well as a genuine concern about
the overall efficiency of the mill, the company retained a consulting engineering
firm to undertake a comprehensive study of the plant, and they concluded that
if the facility was to remain a viable competitive entity that a complete modern-
ization of the plant would be necessary.
The cost for such a project was estimated at 120 million dollars. Of this amount

approximately $12 to $14 million would have been earmarked for pollution abate-
ment equipment, while the balance would have been used to make improvements
upon the rolling and finishing mills and to replace the exsting open hearth
furnaces with basic oxygen or BOF furnaces. The BOF furnace is far cleaner
environmentally, is far more energy efficient and is far more productive than the
old open hearth. For example, a BOF furnace can make the same quantity of steel
in one hour that it takes an open hearth six hours to produce.
The $120 million dollar package was considered by the company's board of

directors and it was ultimately their determination that the cost of financing such
a project would be prohibitive, and that in the absence of some type of govern-
mental,assistance the modernizaton efforts would have to be abandoned. Because
of the then existing economic conditions in the community, the dependence upon
the mill and the fact that the county was within an EDA redevelopment area, we
were hopeful that some type of assistance from EDA could be forthcoming. Now
I want to make it clear at this point that we were not suggesting that the entire
amount be loaned to the company or that a loan guaranty be negotiated for that
amount. But it did seem to us that because of all of the economic factors involved,
and because of the amount of governmental money which would come into the
area if the mill closed down, that some sort of governmental assistance was in
order and an interest subsidy made the most sense to us. It was attractive first of
all because the company would be negotiating the loan with a private lending
institution at the going commercial interest rate. Thus, a government loan pro-
gram would not be in competition with our banking industry.

Secondly, the idea made sense because the amount of federal money being spent
when compared with direct loan or loan guarantee programs, would be minimal.
Also, in discussions which we had with the State of Ohio economic development
people, they expressed an interest in their initiating a program for the payment
of a portion of the interest on certain qualified loans.
Thirdly, the funds, if obtained, would be used for the modernization of an

existing facility, and such a project would involve the construction of new
furnaces and thereby provide additional jobs during the period of construction.
However, any form of interest subsidy cannot be carried out unless the act,

more particularly section 202, is amended.
Because of a number of factors, including the prevailing interest rate at the

time, the decision was made not to go forward with the modernization, and in mid
May, the rolling and finishing mills were permanently closed down. As a result
of this action the total work force at the mill wag reduced by nearly one-half
and the unemployment rate in the county rose by nearly four percentage points.
Consequently, governmental funds, both federal and state, have come into the
area in increasingly large amounts. Welfare payments, food stamp participation
and unemployment compensation payments have increased significantly. This
money has been expended for mere subsistence alone, and while its humanitarian
nature cannot be faulted,.the government will receive no return on these funds.
In these times of economic turmoil and uncertainty, massive amounts of

federal dollars are being spent to help those unfortunate individuals who are
presently without work. This 94th Congress has already appropriated almost
$6 billion for emergency unemployment purposes. Other measures have been
introduced which would authorize at least $1 billion for emergency unemploy-
ment health benefits. With this staggering sum being spent on those who are
the victims of our economic conditions, wouldn't it be refreshing to authorize
federal funds to help prevent future economic chaos?

Is it not proper to ask whether or not some form of federal assistance should
be available to a major employer, in an area already plagued with high unem-
ployment, which is willing to attempt to pull itself up by its own bootstraps?
It would seem to us that a subsidization of interest payments, either in their

entirety or of a given percentage, would provide the government, and the people
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with a most efficient use of the federal dollar. Such a program, as opposed to
a direct grant or loan program, would allow the governmental dollar to be
stretched much further, and hence more individuals and communities would be
able to benefit directly from the governmental expenditure.
We urge the Committee to give serious consideration to adopting an amend-

ment which would provide for interest subsidies under certain specific conditions.
One such condition would, of course, be the requirement that the firm or com-
munity would otherwise be eligible for assistance under the Act.
Mr. Chairman, that concludes my prepared statement that at this time we would

be happy to answer any questions which you might have.
Thank you.

TESTIMONY OF ROSCOE L. BOBO, CHAIRMAN, BOARD OF COMMIS-
SIONERS, WAYNE COUNTY, MICH., ON BEHALF OF THE NATIONAL
ASSOCIATION OF COUNTIES; ACCOMPANIED BY JOHN MURPHY,
STAFF MEMBER, NATIONAL ASSOCIATION OF COUNTIES; AND
RON M. LINTON, LEGISLATIVE REPRESENTATIVE FOR WAYNE
COUNTY

Mr. BOBO. Mr. Chairman, I have with me this morning Mr. John
Murphy, staff of National Association of Counties, and Mr. Ron
Linton, legislative representative for Wayne County.
My name is Roscoe L. Bobo, chairman of the Board of Commis-

sioners in Wayne County. I appreciate the opportunity today to testify
before this distinguished subcommittee on behalf of the National Asso-
ciation of Counties. We in county government have a high regard
for the work of this subcommittee and for your continuing attention
to the economic development needs of the Nation.
My testimony will deal principally with three matters:
1. An extension of the Public Works and Economic Development

Act of 1965 when it expires next year.
2. The need for a prompt House-Senate conference on H.R. 5247,

emergency public works legislation.
3. Problems encountered by counties in the implementation of the

new title X job opportunities program.
Let me take a moment to familiarize the subcommittee with the

current economic situation in Wayne County. Located in southeastern
Michigan, Wayne County contains 2.6 million people residing in 43
communities. The largest of these communities is the city of Detroit
with 1.4 million people.
Chid among our problems is unemployment brought about by the

current recession.
Countywide our unemployment level is slightly over 16 percent.

Even in the best of recent times, unemployment in our county has
persisted at 8 to 10 percent. Within the city of Detroit, and within
the core of Detroit, these percentages have been twice and three times
the countywide figure.
I stress these grim facts, Mr. Chairman, to point out the tremendous

need of Wayne County and its citizens for Federal assistance.
As for the matters pending before this subcommittee, I now address

the issue of extension of the Public Works and Economic Develop-
ment Act of 1965.
The National Association of Counties supports the proposed 3-year

extension of this act. The grant and loan program for local economic
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development provides a proven and successful approach to the prob-

lem of persistent and substantial unemployment. It ought to continue

without change.
Wayne County has participated in the Economic Development Act

program for some time. Our county formulated a countywide overall

economic development plan. This plan has served as the basis for

application for Economic Development Act funds by Detroit and

smaller communities. Through county planning, we have been able to

approach economic development on a comprehensive, regional basis.

Regarding emergency public works legislation, we wish to strongly

urge prompt consideration by a House-Senate conference committee

of H.R. 5247. The House version of this legislation authorizes a $5

billion program of grants to State and local governments to combat

unemployment through the construction of needed public facilities.

The Senate amended H.R. 5247 to provide $3.85 billion in anti-

recession assistance. This would include $2.125 billion for public works

activities and $1.7 billion in antirecession grants to State and local

governments with unemployment rates in excess of 6 percent.

County governments believe it is essential that the Congress

promptly approve a package of public works and antirecession assist-

ance to help them to cope with the current emergency.
A public works program would greatly assist in creating jobs.

The antirecession, or countercyclical, assistance program would

save jobs in the public sector and minimize local tax increases or serv-

ice cuts.
In Wayne County, we need public works funds to assist us in the

construction of a county jail program that will cost about $30 million.

We are required to build this jail by court order. Construction of this
jail could begin within 90 days. Unless Federal assistance is forth-
coming, the only way we can comply with the court order is to reduce
other services, such as support for our county general hospital.
Wayne County is projecting a deficit for this fiscal year of approxi-

mately $10 to $12 million. We have already transferred nearly $4
million from our capital fund to offset this deficit.
We desperately need the $8 million to which the county would be

entitled under the antirecession proposal. We therefore urge that any

final public works bill include a provision for an antirecession, or
countercyclical, grant program.

Finally, regarding implementation of title X job opportunities pro-
gram, counties are concerned over the manner in which this is being
implemented. The purpose of this program, as the subcommittee knows,
is to combat unemployment with labor-intensive activities. Under the
program, the Department of Commerce is authorized to fund projects
submitted by other Federal agencies.
The latest round of funding for the program included the release of

$375 million in August. The Economic Development Administration
administers the program. The Economic Development Administration
set up an extremely tight time frame. Together with the lack of written
instructions and procedures, this time frame made it nearly impossible
for counties to apply for these funds.
On August 19, Economic Development Administration notified

other Federal agencies that funding under title X was available and
that applications must be received by EDA by September 15. The
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agencies in turn were to notify their clients—counties, cities, and
States—that funding was available.
You can imagine the time needed to transfer this information to

State and local governments as well as the internal agency deadlines
needed for the Federal agencies to comply with EDA's September 15
deadline. What resulted was that counties had only a few days with
which to prepare and submit applications, if they could do so at all.
All of this leads us to question whether the administration is serious
in spending these funds to fight the recession.
Let me say in closing, Mr. Chairman, that the recession as it affects

counties is not over. We desperately need Federal assistance.
We need emergency assistance such as that contained in a combined

public works-countercyclical program to help us deal with the current
situation of excessive unemployment.

Ilre also need Federal assistance embodied in the basic economic
development program to help stem persistent structural unemploy-
ment.
We urge your prompt consideration on these matters.
Mr. ROE. Thank you, Mr. Bobo, for your fine testimony. How is it

going in Detroit? We are hearing about the turnabout in our economy.
Do you think this is really beginning to take effect? Is there an upturn
in your area in Michigan?
Mr. BOBO. I would say that they are beginning to turn to some

extent. There are a few people being called back to work and things of
this nature. But we still have serious unemployment problems there.
Mr. ROE. It can also be that if they get called back to work, your

physical infrastructure is such that you don't know the source of fund-
ing, basically, right?
Mr. BOBO. Basically you are right.
Mr. ROE. Mr. Hammerschmidt.
Mr. HAMMERSCHMIDT. Mr. Bobo, we appreciate your testimony. I

recall when you were here before on the local public works bill and
your fine testimony at that time.
Mr. BOBO. Thank you.
Mr. HAMMERSCHMIDT. On title X, do you have Wayne County proj-

ects accepted under the title X applications?
Mr. BOBO. Yes, we do have.
Mr. HAMMERSCHMIDT. Do you know whether any jobs are actually

in place on these projects?
Mr. BOBO. Mr. Linton was just telling me that the applications have

just been filed. We just barely met the deadline.
Mr. HAMMERSCHMIDT. Under the last $375 million release of funds?
Mr. BOBO. Right.
Mr. HAMMERSCHMIDT. Well, I think, you will recall with me, that

this committee did not write that particular title. It came as a result
of a Senate amendment that later was resolved in conference in the
Education and Labor Committees of the House and Senate, and then
was incorporated into the Economic Development Act.
We are concerned and realize there are many problems with it.
I notice in your testimony that you mention that the Economic De-

velopment Administration is setting up rigid time frames. I think
actually title X is being administered by the Department of Commerce
rather than by EDA—jointly with the Department of Labor. And I
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for one, suggest and I am sure that many here on this committee agree
with me, that there are a lot of problems with the way title X is being
administered. We agree with you and sympathize with your problems
here. And perhaps if we continue title X, we can find a better way for
it to be administered.
If you have any other suggestions along that line, I know the com-

mittee would welcome them, whether today or later in writing.
Mr. BOBO. Thank you. I would be glad to submit something in writ-

ing along those lines.
Mr. HAMMERSCHMIDT. I notice you have asked for the Economic

Development Act to have no change. We have had considerable dis-
cussion during these hearings about the need for urban areas to have
better access to funds through the Economic Development Adminis-
tration. And I wondered about your experience in Detroit.
Do you think that under the present law there are enough mecha-

nisms to give Detroit full consideration for their urban problems?
Mr. BOBO. In my conversation with some of the officials of Detroit,

they say not. Now, just what point they are concerned about, trying to
get change, I am not familiar with.
Mr. HAMMERSCHMIDT. As county commissioner, you speak—the

rural area outside the urban area?
Mr. BOBO. Yes, because the city of Detroit is a prime sponsor within

itself and they go after their own funds. We have an awful large urban
area in the county that we have to answer to.
Mr. HAMMERSCHMIDT. Are you able to get funds into those urban

sections?
Mr. Bow). Oh, yes, we have been quite successful in doing that.
Mr. HAMMERSCIIMIDT. You have some designated areas within the

urban area?
Mr. BOBO. Right.
Mr. HAmmERscumnyr. Thank you very much.
Mr. ROE. Any other questions, gentlemen? Jim.
Mr. OBERSTAR. Thank you, Mr. Chairman. I, too, recall your testi-

mony earlier this year, Mr. Bobo and you did a very fine job, and I
also note that you still haven't built that county jail.
Obviously, if you had been able to keep on that House timetable

and get that legislation passed, you would be underway with some-
thing over there, at least in line. That bothers me.
I would like to ask your further comments on the countercyclical

program proposed by the other body. How do you envision that
working and how would you see the mechanics of that kind of
program?
Mr. BOBO. That, to be frank with you, is something that I have

thought a lot about. But I have not come up with anything that I
believe could be of any benefit in changing, that it would meet the
guidelines. I really don't know. I think it needs to be studied, clearly
studied, and some thought put into working that out a little differently.
Mr. OBERSTAR. Well, this is not necessarily a new idea, it simply

has got a new name. It was a concept initiated some years back under
F. D. R. and revived under President Eisenhower. A study group in
the White House, called the Bragdon Committee—General Bragdon
headed it up—they called it a standby capital improvements program
to go into effect when the economy turned down. It never was sub-



159

mitted to Congress as a legislative proposal. It was revived in 1962
under the Kennedy administration, though without the administra-
tion's support—public support, at any rate—it was tacitly backed
by the administration—and then again shelved in favor of an immedi-
ate accelerated public works program.
The testimony in our committee, the House Public Works Committee

at that time, by Leon Keyserling, who is former Chairman of the;
Council of Economic Advisers under President Truman, and testi-
mony by George Meany, indicated that a kind of standby program
simply wouldn't work. They needed something fast and big and
they felt that by the time a program like that would be in place, you
would already be under the gun.
So this committee has, in its wisdom, and the previous Congress,

adopted an amendment which is now in place to the EDA program,
so-called title IX, which gives a little different approach. Instead
of waiting till after the disaster hits, it anticipates problems and it
provides funds to help communities, counties, local government units,
to respond to an economic tragedy before it happens or at least while
it is in the process of happening.
It seems to me that that is a better approach. And I would like you

to give that some thought. And maybe you could—do you want to
respond now or respond later to the committee.
Mr. BOBO. Mr. Linton and Mr. Murphy have asked if they could

respond to that.
Mr. LINTON. Congressman, the difficulty that we face at the county

level that prompts our interest in what we call the antirecession fund-
ing from the Congress is that at a time of high unemployment, where
our tax income is dependent upon the very people who are out of work,
we have a declining tax base. The Congress of the United States sets
a national policy to counter unemployment through the expenditure
of public works funds and various other programs.
We find ourselves at the county level in a position of offsetting

national policy by either having to raise taxes, which generally doesn't
work, because people out of work don't have the additional money
to pay, or to terminate programs, and usually these are the very public
works programs which the Congress has put money into to beef up.
So that we find that what is happening is that we have to actually

withdraw the expenditure of public funds at the local level at the very
time when the national policy is to increase expenditures. So we are
really operating in a counterapproach to what the Federal Govern-
ment's activity is.
I think, as the chairman pointed out in his testimony, we are facing

right now a $12 million deficit in the budget for the coining fiscal year
which is directly attributable to the decline in tax revenues that re-
sulted from high unemployment rates in the county. We need some
kind of assistance to offset that in order to take advantage of all the
other Federal programs.
Mr. OBERSTAR. That is why we have the 100 percent funding ap-

proach in the local public works and—what do we call it ?—accelerated
public works program that we passed earlier this year, which provides
you 100 percent Federal funding of those projects you determine to be,
of the highest priority. And, in addition, we recognize—Chairman Roe
has often and eloquently spoken of this need of a multifaceted approach
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to the problem of economic—there is no one single tool that is going
to do the job.
Mr. LINTON. That is correct.
Mr. OBERSTAR. We need several things. We need this regional eco-

nomic development approach. We need the local multicounty develop-
ment districts—by "regional" I meant multistate development com-
missions 
Mr. LINTON. Title V.
Mr. OBERSTAR [Continuing]. Multicounty development districts,

local planning effort, the accelerated public works program to provide
100 percent Federal funding, and something to anticipate problems so
that we could respond a little ahead of time.

Well, I would like to go on to another question that comes up, and
that is the eligibility criteria. This change in the manner of reporting
statistics on unemployment, the change that has been instituted just
the past year by the Bureau of Labor Statistics, has caused many areas
serious problems with their CETA funding and now with title X of
EDA.
I am just wondering if you experienced those problems in Wayne

County.
Mr. BOBO. To some degree, but not to a great extent really. We

haven't had too much difficulty.
Mr. OBERSTAR. We have had counties in my congressional district,

and I know of others who have had the same problem, that were eligible
for title X or CETA funds, then when this new program came along,
the new method of compiling statistics, they found that their unem-
ployment rate dropped 50 percent—overnight. They didn't have any
more jobs today as they had yesterday.
Mr. LINTON. Congressman, in our county, when the rate drops 50

percent, we are still eligible. [Laughter.]
Mr. OBERSTAR. So are we. Thank you very much.
Mr. ROE. Any other questions? We want to thank you very much for

your testimony and we appreciate your taking the time to come.
Governors of various States have submitted statements ex-

pressing their views and thoughts relating to this legislation; and
without objection, I will include these statements in the record at this
point.
[ Statements referred to follow:]

STATE OF MINNESOTA,
- OFFICE OF THE GOVERNOR.

St. Paul, September 16, 1975.
Hon. ROBERT A. ROE,
Chairman, Economic Development Subcommittee, House Public Works and

Transportation Committee, Rayburn Office Building, Washington, D.C.
DEAR REPRESENTATIVE ROE: It has come to OUT attention that on September 23,

1973, your sub-committee will consider the following legislation:
H.R. 9898—The Administration proposal asking for a simple three year exten-

sion of EDA and the Title V Commissions programs as now constituted.
H.R. 5261 (Rep. Melcher of Montana) and H.R. 8632 (Rep. Roncalio of

Wyoming) A bill identical to the original Mansfield Bill S. 1189.
H.R. 4073—The Appalachia/Title V bill by the Senate in late July.
I have been involved in the Upper Great Lakes Regional Commission' program

for five years and find that it has been an extremely positive tool in providing
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much needed aid to the Upper Great Lakes Regional Commission area which has
suffered high unemployment for many years.
I feel that four essential points should be brought to your attention concern-

ing your September 23 hearing. These points are as follows:
1. That 1 do endorse a three year extension of EDA, Title V, and Appalachia

programs as requested in Administration proposals.
2. That I do endorse a continuation of EDA, but as a separate and comple-

mentary program to the Appalachian/Title V program, so that EDA may have
more freedom to develop programs that can help reconstruct our urban areas.
3. That I support the ideas embodied in the Melcher and Roncalio bills, which

were companion bills to the first Mansfield bill.
4. That I give a strong endorsement of H.R. 4073, the Mansfield bill as passed

by the Senate and now before the House. This bill brings the Title V Com-
missions part of the way to parity with Appalachia, puts them in the same
legislative cycle. This portion being our first priority as a State's Co-Chairman
for the Upper Great Lake Regional Commission.

It is clear that the State—Federal partnership founded in regional commis-
sions has worked and will continue to work.

It is my hope that you and members of your committee do concur with my
thoughts.
With warmest personal regards.

Sincerely,
WENDELL R. ANDERSON, Governor.

[Telegram]

VANCOUVER, WASH., September 19, 1975.
Representative ROBERT A. ROE,
Chairman, Economic Development Subcommittee, House Public Works and

Transportation Committee, Rayburn Office Building, Washington, D.C.
H.R. 4073 has our full mutual support. By placing the title V commissions in

better alignment with similar programs and by strengthening the Federal/State
partnership, H.R. 4073 will allow us to move quickly and directly to meet urban
and rural development needs unique to this region.
We agree with the administration that title V commissions and EDA shoUld

be extended for three years and we believe the most effective program will rec-
ognize that EDA is complimentary to but completely separate from regional
action programs.

CECIL D. ANDRUS, Governor of Idaho.

STATEMENT OF HON. JERRY APODACA, GOVERNOR OF NEW IVIEXICO

Mr. Chairman, I am very pleased to present testimony to you today on H.R.
4073 and related bills to amend the Public Works and Economic Development
Act of 1965. Since their inception ten years ago, the Title V Commissions have
played a vital role in the economic development of New Mexico as well as the
other states making up the Four Corners Regional Commission. Without the
supplemental grant funds from Four Corners, many important projects in our
region would never have become reality. If the Title V Commissions have been
adequately funded from their beginning in 1965, even more progress would have
been accomplished.
Congress and especially the Ecnomic Development Subcommittee is to be

congratulated on the approach contained in H.R. 4073, the Regional Development
Act of 1975. This bill would raise the Title V Commissions to virtual parity with
the Appalachian Commission, a goal long sought by the Title V states.
While not diminishing the economic problems of the Appalachian Region. I

would like to remind the Subcommittee that New Mexico ranks 49th among the
states in per capita income. We have economic problems rooted in centuries of
neglect for our sizable Indian and Spanish-American populations. The Title V
Commission and the Economic Development Administration have done much
to attack these problems, despite low funding levels.

All the members of Congress for our region support the increased efforts
contained in H.R. 4073 to bring the Title V Commission on part with the
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Appalachian Commission and to adopt the same legislative cycle. As you know
the Senate adopted the bill by a vote of 92 to 1.
Of special concern to us in the West is energy development. Several months

ago, ten western governors joined to form the Western Governors Regional Energy
Policy Office. I was selected as the first chairman of the organization, and funding
for our activities was forthcoming from the Four Corners Regional Commission
on the Old West Regional Commission.

While this organization will do much to help the Nation and the West meet
our energy demands, much more is needed. In order for us to develop our
energy potential in a rational and effective way, long term planning and fund-
ing is needed to meet the ensuing problems of energy boom towns facing severe
social and economic impacts. As a result, the ten Governors of the Western
Governors Regional Energy Policy Office endorsed the Mansfield-Melcher bills
to provide substantial impact assistance through the Title V Commissions. I was
glad to see that some of the provisions of thoe bill were included in H.R. 4073,
but much more needs to be done. If the Nation is to meet its energy needs through
development of the great energy potential of the West, we need national
assistance to meet the severe impact of that development.
We are convinced that the $200,000,000 provided in H.R. 5261 is sufficient to

meet the community needs which will result from the anticipated energy devel-
opment. But its adoption would be a step in the right direction. I urge the
Subcommittee to give H.R. 5261 its favorable consideration.
Once again let me express my appreciation to the Commission for this oppor-

tunity to express the views of New Mexico and for the fine work it has done in
this area of vital concern to my state.

STATE OF FLORIDA,
October 3, 1975.

Hon. ROBERT A. ROE,
Chairman, Economic Development Subcommittee, House Public Works and

Transportation Committee, Rayburn Office Building, Washington, D.C.

DEAR CHAIRMAN ROE: Since the Economic Development Subcommittee of the
House of Representatives is considering economic development legislation that
will have a direct impact upon Florida, I would like to make my views known to
the members of the Committee.
I strongly support the passage of House Bill 4073 ( Senate Bill 1513) in the

same form as it was passed by the Senate. Although Florida has only recently
become a member of the Coastal Plains Regional Commission, I recognize the
value of this coordinated regional effort to address common problems associated
with economic development.
This regional approach, even with the limited funding that has been available

to Title V commissions, has proven successful.
In my estimation the bill before you, providing for a three-year extension of

the Appalachia and Title V commissions and providing for an increased level of
funding for these commissions, will greatly enhance the capabilities of these
commissions to address common problems.
- The areas served by these commissions are essentially economically less de-
veloped; have experienced long-term economic stagnation; and, in short, have
manifested most of the characteristics of the area included in the Appalachia
Regional Commission. In spite of this, funding for these commissions has re-

mained at an extremely low level. Thus I would point out that HR 4037 provides

an excellent opportunity to at least begin to bring some of the needed resources

to other less developed areas of the United States.
I think if appropriate to also clarify my views on the relationship between

the programs of the Economic Development Administration and those of the

Title V commissions.
Coordination between these development efforts is essential. This coordina-

tion is currently being achieved through the Title V commissions and through
the efforts of the individual states. I endorse the continuation of the Economic
Development Administration, but I also believe that because of the much
broader scope of activities of the Title V commissions, these two programs must
remain separate or the multi-faceted approach employed by the Title V com-
missions will be lost. I would also suggest that the coordination is and has been
more a function of willingness than a function of administrative structure. It
15 my judgment that in Florida and in other states involved in the Title V corn-
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mission, the wiliingness to coordinate has been demonstrated and has achieved
positive results.

It is my sincere hope that my comments will be useful in your consideration
of the proposed legislation.

Sincerely,
REUBIN ASKEW,

Governor.

STATE OF OKLAHOMA,
OFFICE OF THE GOVERNOR,

September 23, 1975.
Hon. ROBERT A. ROE,
Chairman, Economic Development Subcommittee, House Public Works and

Transportation Committee, Rayburn Office Building, Washington, D.C.

DEAR MR. ROE: I regret that my schedule does not permit me to travel to
Washington to testify on funding of the Title V Regional Commissions. How-
ever, Mr. Chairman, there is no way in which I can over-emphasize the value
of the Title V Commissions and their contribution as a vehicle for creative joint
local, state, and federal efforts for the betterment of the various states and the
nation as a whole.
The quality of life in individual communities and in the State of Oklahoma

has been greatly enhanced by the work of the Ozarks Regional Commission
through projects dealing in many needed areas including industrial develop-
ment, energy, and water.
I recommend that the Title V Commissions such as Ozarks be given the same

status as the Appalachian Regional Commission, which is not so closely tied to
the Department of Commerce and has the potential for much more beneficial
activity than that afforded under Commerce Department regulations.
I wish to go on record as endorsing House Resolution 4073 and urging its

immediate passage.
Sincerely yours,

DAVID L. BOREN.

OFFICE OF THE GOVERNOR,
Phoenix, Ariz., September 19, 1975.

Hon. ROBERT A. ROE,
Chairman, Economic Development Subcommittee, House Public Works and

Transportation Committee, Rayburn Office Building, Washington, D.C.
DEAR liEFRESENTATIVE ROE: Due to my participation in the Western Gov-

ernors' Conference the week of September 22 I will not be able to personally ap-
pear to testify before your committee September 23. This letter will serve as
my statement.
As Governor of the State of Arizona and as the Arizona member on the Four

Corners Regional Commission, I urge you to adopt H.R. 4073; the Appalachia/
Title V bill passed by the Senate 92-1 in late July. The coming together of the
Appalachia Commission and the Title V Commissions is a step that is overdue.
This unification will enable the efforts in the area of. Economic Development to
be more productive in the coming three years.
The changes embodied in another bill before your committee, H.R. 9398, pro-

mote a long range continuity which is desirable. The important element lacking
in this proposal is that the Appalachia Commission and the Title V Commis-
sions need to be united under one auhorization. The functions of these two en-
tities are identical, therefore, unification seems to be the logical step.
Thank you for allowing me the opportunity to present my views to you in

this manner.
Sincerely,

RAUL H. CASTRO, Governor.

[Telegram]

BATON ROUGE, LA., September 22, 1975.
Hon. ROBERT A. ROE.
Chairman. Subcommittee on Economic Development, Committee on Public Works

and Transportation, Rayburn Office Building, Washington, D.C.
DEAR CHAIRMAN ROE: I regret that I will be unable to appear before the Sub-

committee on Economic Development of the House Committee on Public Works.
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My inability to attend these House hearings, however, should in no way he in-
terpreted as a lack of interest of support for the programs of the Economic
Development Administration or the title V regional commission programs.

YG11 are aware that as a Congressman I strongly supported the concept of
multi-state regionalism and as Governor I have developed even stronger feelings
since I served as State co-chairman of the Ozarks Regional Commission last year
and have seen its success first hand.
The administration's bill (H.R. 9398) providing for a simple three year exten-

sion of the Public Works and Economic Development Act is a welcome change in
direction. The Economic Development Administration program should be con-
tinued, especially the economic development district program. We have devel-
oped a system that coordinates the substate districts with the Ozarks Regional
Commission. Through this program we have compiled a complete listing of pub-
lic investment need's. The continuation and future funding of both EDA and the
title V commission program will enable us to undertake both the needed public
works and technical assistance projects.
I have previously indicated my support for S-1189. which is comparable to

H.R. 5261 and H.R. 8632. I understand that the significant provisions of these
bills have been included in H.R. 4073. As far as the regional commissions are
concerned, I strongly favor H.R. 4073. There can be no question that the title V
regions are as much in need as the Appalachian region. H.R. 4073 brings the title
V commissions part of the way to parity with Appalachia.
In Louisiana the regional commission and the sub-state district program form

a valuable partnership which should be continued and strengthened. I seek your
support in favor of H.R. 4073 as amended, as well as significant extension amend-
ments for the Public Works Act to provide for the continuation of the EDA and
the sub-state district program.

Sincerely,
EDWIN EDWARDS,

Governor, State of Louisiana.

STATE OF SOUTH CAROLINA,
Columbia, S.C., September 22, 1975.

Hon. ROBERT A. ROE,
Chairman, Economic Development Subcommittee, House Public Works and

Transportation Committee, 1?ayburn Office Building, Washington, D.C.

DEAR MR. ROE: It is my understanding that the Economic Development Sub-
committee of the House Public Works Committee will hold hearings on Septem-
ber 23 on H.R. 4073 and the two House bills that are companions to Senator
Mansfield's S. 1189, these two being H.R. 5261 and H.R. 8632. As Governor of the
State of South Carolina, and therefore also a member of the Coastal Plains Re-
gional Commission, I welcome the opportunity to express my thoughts concerning
the legislation under consideration.
Without extensive elaboration, I am outlining the following points for your

consideration:
1. The Regional Commission mechanism has provided the member states

through its chief elected official, a voice in the formation and execution of a very
important economic development program. The maximum effectiveness of the
Title V Commissions relies as much on the independence of the Federal Cochair-
mart from any single agency or department as it does on that of the Governors.
Thus, in order to strengthen the partnership, the Title V Commissions should be
placed under the Executive Office of the President, similar to the Appalachian
Regional Commission. As I recall, 28 of the 31 Title V Governors endorsed H.R.
4073, which brings the Title V Commissions partial parity with Appalachia and
places them in the same legislation and legislative cycle.

2. The Regional Commissions should be extended in increments of three to five
years to provide for better medium to long term planning and project execution.
In the past, the Commissions have been hampered by their inability to develop
effective multi-year action plans and to implement long term program develop-
ment.

3. I endorse a multi-year extension of the Economic Development Adminis-
tration as a separate and complementary program to the Appalachian and Title
V programs. Cooperation and coordination between the Regional Commission,
EDA and the Economic Development Districts is accomplished and is workable.
4. A more adequate level of funding for Title V Commissions is supported
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and urged together with a broader grant and funding authority than they now
possess.
This is needed so that the Commissions may meet social, economic or environ-

mental impacts resulting from natural resource development or utilization.
Significant changes in Federal Government policies, programs or regulations
must be dealt with, as well as possible shifts in employment opportunities. Any
proposed legislation should permit the Commissions to achieve long-range
Regional Economic Development Objectives identified in their comprehensive
Regional Economic Development Plans.
In summary, the States, through the Regional Commissions have, even with the

limited funding available, demonstrated their ability to consolidate the resources
of the Federal, State and Local Governments in a coordinated effort to solve
multistate economic problems. The basic principle of the Regional Commissions,
that of shared responsibility and control by the State and Federal partners,
has proved sound and effective and should be continued. The program authorities
of the Commissions should be enhanced through a longer term extension, a more
adequate level of funding, a true Federal/State partnership independent of a
functional department, and a broader grant and funding authority.

It is my hope that these comments will be useful in establishing a strong and
effective Regional Development Program.

With warmest regards,

[Telegram]

JAMES B. EDWARDS, GOTCrIMr.

SEPTEMBER 19, 1975.
Representative ROBERT A. ROE,
Chairman, Economic Development Subcommittee, House Public Works and

Transportation Committee, Rayburn Office Building, Washington, D.C.
H.R. 4073 has our full mutual support. By placing the title V commissions in

better alignment with similar programs and by strengthening the Federal/State
partnership, H.R. 4073 will allow us to move quickly and directly to meet urban
and rural development needs unique to this region.
We agree with the administration that title V commissions and EDA should

be extended for three years and we believe the most effective program will
recognize that EDA is complimentary to but completely separate from regional
action programs.

DANIEL J. EVANS,
Governor of Washington.

WYOMING EXECUTIVE DEPARTMENT,
Cheyenne, -Wyo., September 23, 1975.

Hon. ROBERT A. ROE,
Chairman, Economic Development Subcommittee, House Public Works and

Transportation Committee, Rayburn Office Building, Washington, D.C.

DEAR CHAIRMAN ROE: These remarks on the Title V of the Economic Develop-
ment program are addressed to you since it is my understanding the matter of
extending the Title now rests with your Subcommittee once again.
I wish to convey to your Subcommittee members my very enthustiastic en-

dorsement of the Title V program and my hopes that you will adopt legislation
now before you which will expand the funding and management base for the Title
V Commissions.
No one who has witnessed the response of the Old West Commission to our

many perplexing local, State and regional problems created by the sudden and
overwhelming interest in northern great plains coal, can be less than emphatic
about the value of the commissions to regional action planning.
Time and again the Old West Commission has responded to unforseen socio-

economic and environmental problems which are having a profound and im-
mediate impact upon our people. In most cases we would have had no source
for assistance had it not been for the Commission.

This personal note is to emphasize the important role which I feel the Title V
Commissions can and do play in our regional economic development efforts.
I want to endorse any and all legislation before you which will prolong and
strengthen the operation of the commissions.
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Among the measures which I understand your group is considering is the one
passed virtually unanimously by the Senate to combine the Title V Commission
program with that of Appalachia and expand the authority of the former com-
missions so that it approximates that of Appalachia. It is my understanding this
was the original promise of the Congress when the commission concept was
first enacted, and I call upon the Congress to deliver on that promise at this
time.
The concepts embodied in bills which have been submitted by Representatives

Melcher and Roncalio are also supported as is the Administration's request
for a three-year extension of the current Economic Development program. But
the bill which I would really like to see emerge from the House is H.R. 4073
which would combine the Title V Commissions with Appalachia and give them
additional authority which they can so well use.
With best regards, I am

Yours sincerely,
ED HERSCHLER, Governor.

STATE OF MONTANA,
OFFICE OF THE GOVERNOR,

Helena, Mont., September 18, 1975.
Hon. ROBERT A. ROE,
Chairman, Economic Development Subcommittee, House Public Works and

Transportation Committee, Rayburn Office Building, Washington, D.C.

DEAR CHAIRMAN Ron: It is my understanding that Congressional consideration
of legislation affecting the future of the Title V Regional Economic Development
Commissions has moved back to the House of Representatives, so I am ad-
dressing my views to you as Chairman of the Subcommittee on Economic
Development.
I want to urge your Subcommittee and House to adopt the bill which passed

the Senate by a vote of 92-1 and which will provide the Title V Commissions with
increased funding authority and broader program authority. These two develop-
ments will in turn increase the value of the commissions to those of us Title V
states, a course which I personally endorse.
One of the most reassuring factors which has developed in our region's

troublesome energy situation has been the ability of the Old West Commission
to help our energy-impacted states begin to cope with the environmental and
socio-economic problems which have beset us. Our Commission has given us a
recourse which has been invaluable.
The indispensable contribution which the Commission is making to our

current economic problems is my reason for writing you to urge a stronger
program still for the Title V Commissions. The Senate saw the wisdom of
providing greater funding authority and a broader program base for the Title V
Commissions, and it is my fervent hope your Subcommittee and the House itself
will concur.
I believe the best possible legislation before the Congress at the moment is H.R.

4073, the version of the original Mansfield bill which was passed by the Senate
in such overwhelming manner. Congress promised other commission states in
1965 that ultimately their commissions would be granted authority and funding
levels similar to that of.Appalachia. It is not unexpected that we grow impatient
for the program which was promised.
I urge enactment of H.R. 4073 as the best step which can be taken by the

Congress at this time to assist in economic development and specifically the best
step which can be taken to help solve the energy development problems in Old
West states.
While I certainly endorse the several other measures I understand are before

your Subcommittee to extend the life of the commissions, I believe the most
sensible way to proceed is to combine the Title V Commission with the Ap-
palachian Commission in one bill and extend the EDA authority in a separate
but complementary measure.

Sincerely,
THOMAS L. JUDGE, Governor.
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S'fATE OF SOUTH DAKOTA,
EXECUTIVE OFFICE,

Pierre, S. Dak., September 19, 1975.

Hon. ROBERT A. ROE,
Chairman, Economic Development Subcommittee, House Public Works and

Transportation Committee, Rayburn Office Building, Washington, D.C.

DEAR CHAIRMAN ROE: I am writing to you because I understand that you and
the members of your Subcommittee are now or soon will be considered legisla-
tion on the Title V Commissions.
The Title V Commissions are one of the most successful factors in our national

economic development efforts. I endorse the work which the Commissions have

accomplished to date and I ask your Subcommittee to consider greatly expanded
authority for them so that their contribution to our progress can be expanded

proportionately.
I sincerely believe the economic progress of our state will best be served by

approval of H.R. 4073 which gives Title V Commissions authority and flexibility

somewhat similar to that currently enjoyed by the Appalachian Commission. The

provisions of H.R. 4073 will go a long way to achieve the "parity" which I feel

should exist among all Title V Commissions and the Appalachian Regional

Commission.
If anything to date has inhibited the success of the Title V Commissions, it has

been the legislative restrictions which have somewhat confined their areas of

operation. These restrictions have not been suffered by the Appalachian Commis-

sion and I believe the Title V Commissions have now reached a maturity so as to

merit the same authority which the Appalachian Commission possesses. The

adoption of H.R. 4073 would place all regional commissions .on the same legis-

lative and funding cycle and is, therefore, the action most likely to achieve the
equality between Commissions which was the original intent of Congress.

Please know that I do endorse the Administration's proposal to extend the life

of the Commissions and EDA for three years. However, to underscore what I
have said previously, the concept encompassed in H.R. 4073 of combining Appala-

chian and Title V Commissions while maintaining EDA as a complementary pro-

gram is far more preferable.
As Governor of South Dakota, I serve as a member of the five-state Old West

Regional Commission. I am proud of that membership and I think you will find
that the Governors of Montana, Nebraska, North Dakota and Wyoming are in

solid accord as to the value of the Commission program. With only one or two
unavoidable exceptions, our Commission meetings have always attracted the pres-
ence of all five Governors. I and my fellow Governors devote close attention to
OWRC matters and programs because we feel the Commission is an effective tool
in furthering economic development not only on a regional basis, but also on a
state-by-state basis.
While I support any measure which extends and strengthens the Commissions.

I respectfully request that you and the Subcommittee members give special atten-
tion and support to H.R. 4073 as the measure which will enhance the effectiveness

of the Commissions more thoroughly than any other measures currenly being
considered.
I thank you for your consideration of this matter and wish you every success

in your deliberations. With every best wish, I remain
Sincerely,

RICHARD F. KNEIP, Governor.

STATE OF COLORADO,
EXECUTIVE CHAMBERS,

Denver, Colo., September 18, 1975.
Representative ROBERT A. ROE,
Chairman, Economic Development Subcommittee, House Public Works and

Transportation Committee, Rayburn Office Building, Washington., D.C.

DEAR CHAIRMAN ROE: I regret that I am not able to be there personally to tell
you and members of the Subcommittee how strongly I feel about the importance of
the legislation you are considering. In May I wrote to Senator Mansfield en-
dorsing S. 1189. I now urge you to give favorable consideration to H.R. 4073.
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I feel it is extremely critical that the Title V Commissions be given a three year
extension and made a part of the same legislation which deals with the Appala-
chian Regional Commission. The programs funded by the Four Corners Regional
Commission (FCRC) in Colorado have produced positive results. With the new
challenges facing Colorado and other western states with respect to energy re-
source development, it becomes even more critical that we have time for program
planning and execution.
The Economic Development Administration (EDA) plays an important role

in meeting the economic development needs of the states but their relationship is
generally directly with local and district developmental problems. EDA programs
should be continued but as separate and complementary to the programs of the
Appalachian Regional Commission and the Title V Commissions. Title V Com-
missions enable the Governors to work together on multi-state problems which,
of course, are critical to the future and well being of the entire United States.
Passage of H.R. 4073 will serve to strengthen Federal, state, and local relation-

ships by developing significant dynamic and imaginative programs for the benefit
of all concerned.
I strongly urge your support for this critical program.

Sincerely,
RICHARD D. LAMM, Governor.

STATE OF NORTH DAKOTA,
EXECUTIVE OFFICE,

Bismarck, N. Dak., September 18, 1975.
HOD. ROBERT A. ROE,
Chairman, .11con,omic Development Subcommittee, House Public Works and

Transportation, Committee, Rayburn Office Building, Washington, D.C.
'DEAR CHAIRMAN ROE: I am concerned about the Economic Development pro-

gram as it affects the Title V Commissions. Now that the Senate has enacted an
extension of the Commission 'program which encompasses greatly increased
authority, it is my understanding the Commissions' future is now with your
Subcommittee.
'Speaking as one Governor who takes a very aetive role in my own Title V Com-

mission,, Old West, I want to urge your 'Subcommittee to recommend legislation
similar to that adopted by the Senate to strengthen the Commissions and enlarge
their role in our national economic development program.
Our own Commission has already become an integral and indispensable part of

the economic progress in the Old West states. Many of the 'problems peculiar to
our area lend themselves ideally to regional solutions. This is one of the reasons
why we value our Commission program so highly.
I would like to be listed with your Subcommittee as endorsing any and all

legislation which extends the Title V program. It is my understanding the Admin-
istration has requested a three-year extension. I endorse that position, but would
prefer to see the Title V program combined with the Appalachian program, with
EDA continued as a separate and complementary program.
My strongest endorsement is reserved for HR 4073, the Mansfield bill as passed

by the Senate. It is clear from the record and it is my recollection as a member
of the 'Congress that the original intent of the Congress concerning Title V Com-
missions was that they shpuld one day have parity with Appalachia. That action
was taken and that promise made ten years 'ago. In the interim, the Title V Com-
missions have proven themselves to be valuable contributors to our economic
'progress. I, therefore, agree with the .Senate that it is time to give them equal
status and authority with Appalachia.

While I welcome any action taken by your Subcommittee to prolong the life and
extend the authority of the Commissions, it is my hope that you will endorse
legislation similar to that enacted by the Senate, giving 'Title V Commissions the
tools to expand their contribution to their states to a scope similar to that enjoyed
by the Appalachian 'Commission.
Thank you for the opportunity to present these views. With best regards,

Sincerely yours,
ARTHUR A. LINK, Governor.
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STATE OF WISCONSIN,
OFFICE OF THE GOVERNOR,

Madison, Wis., September 23, 1975.
Hon. ROBERT A. ROE,
fltairman, Economic Development Subcommittee, House Public Works and

Transportation Committee, Rayburn Office Building, Washington, D.C.
DEAR REPRESENTATIVE ROE: With your permission I would like to offer my

support for various bills affecting federal economic development policy. These
measures are before your subcommittee and are under consideration at this
time.
As a member and state co-chairman of the Upper Great Lakes Regional Com-

mission, I would like to endorse H.R. 4073 as it creates the Regional Devel-
opment Act and as it relates to the Title V commissions. I would also like to
endorse H.R. 9398, which extends the Title V commissions and Economic De-
velopment Administration for three years. I prefer H.R. 4073 which would allow
the commissions to improve upon the accomplishments they have achieved
even under difficult funding circumstances.
The Regional Development Commission concept, especially when it fosters

face-to-face discussions among numerous governors, has substantial merit. In
the case of Wisconsin, Minnesota and Michigan—all Upper Great Lakes States—
it has allowed three governors to meet on a regular basis to discuss common
problems and, in some cases, appropriate funds to resolve those problems. A
case in point is the cooperative efforts our states have undertaken to restore
or maintain rail passenger and freight service to our region.
I would like to bring to your attention, however, one continuing difficulty

I think most Regional Commission governors have had with the existing pro-
gram. While we often have worked well together, and cooperated fully with the
Washington presence or President's Representative on our respective commis-
sions, we have found there is insufficient respect for and identification of our
regional efforts within the Department of Commerce. Because we do not have,
nor do we want, a substantial bureaucracy associated with our regional part-
nerships, the commissions generally have taken a back seat in Washington
to efforts such as the Economic Development Administration. Progress is being
made, particularly on a regional level, in improving upon the past; but roadblocks
continue because of the present act. Accordingly, enactment of H.R. 4073
or similar legislation is necessary. I believe the substantial support which
numerous governors have given to similar legislation pending in the Senate
substantiates my feeling.

Finally, inasmuch as your hearings deal with several pieces of federal economic
legislation, I would like to suggest both a strong Appalachian Regional Com-
mission (ARC) and EDA.

Sincerely,
PATRICK J. LIJCEY, Governor.

STATEMENT OF WILLIAM G. MILLIKEN, GOVERNOR OF MICHIGAN

I welcome this opportunity to be able to express the concerns of Michigan
regarding legislation which is before you and, in my opinion, is of the utmost
importance to our nation.

Because of the severity of unemployment in the State of Michigan, it is
absolutely essential that all available tools of federal, state and local government
remains in place and intact to fight this crisis. Teh valuable programs of the
Economic Development Administration and the Title V Regional Commissions
have been and should continue to be primary factors in alleviating the economic
problems of Michigan. We, therefore, support the Administration's proposal
under. HR. 9398 to extend the Public Works and Economic Development Act
for three years.
The flexibility which the Title V Commissions offer to regional development

problems is the principal reason why I endorse H.R. 4073 as passed in the U.S.
Senate. This bill would properly place all Regional Commissions of the country
in one bill, and would give additional and much needed authority to the Title
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V Commissions and the Upper Great Lakes Regional Commission, or which I

am a member. The passage of this bill, along with an extension of the Economic

Development Administration, would provide vitally-needed tools for Michigan to

make adjustments in this severe cycle of unemployment. While the Upper Great

Lakes Regional Commission and the Economic Development Administration have

had and continue to have a strongly coordinated program, only about 30% of

our Commission's program is operated in concert with EDA, the remainder

being devoted to the complementary problems of energy, transportation, and
natural resources which are coordinated with other federal agencies.
In FY 1975 the appropriation for the Title V program was set at $42 million.

This is the same level of appropriations as the past several years; however, the

Title V program has greatly expanded in these years, adding two new commis-

sions—the Pacific Northwest and the Old West—and expanding the areas of

the Four Corners Commission, the Ozarks Commission, and the Coastal Plains
Commission. As a result, the Upper Great Lakes Regional Commission is receiv-

ing less and less of the appropriation for the Title V program. I would also
urge, therefore, that the appropriation for this program be increased to provide

at least a level of support for each Commission to allow each to accomplish its

primary goal.
H.R. 4073, the Regional Development Act of 1975, would provide the added

authority and funding levels necessary to accomplish these tasks. I join with
28 of my fellow Title V governors in endorsing this bill.
As a member of the Upper Great Lakes Regional Commission for the past five

years and as Chairman of the Rural and Urban Development Committee of
the National Governors' Conference, I have supported—and will continue to
support—the federal-state partnership concept of Regional Commissions under

Title V of the Public Works and Economic Development Act and the Appalachian
Development Act.
The continued role of the Upper Great Lakes Regional Commission and its

contribution to the improvement of our region are all the more essential now in
view of the current problems of our economy, energy supply and transportation
systems.
I am a strong believer in practicing budget restraint, especially when faced

with mounting federal deficits. However, I can think of no higher priority today
for America than in creating new jobs which are necessary to reduce our current
unemployment and to build a healthy economy for the future. Proven Job
Development programs, such as EDA and the Regional Commissions, should be
bolstered, and not weakened, if we hope to reduce the severity of unemployment
which now is prevalent in Michigan.
I strongly urge this committee to follow the lead of the Senate in supporting

increases in appropriations to allow Regional Commissions and EDA to carry
out their vital work.
EDA and the Regional Commissions have proven without doubt that they can

create permanent employment positions.
They have proven effective in helping to save jobs that are threatened.
EDA and the Regional Commissions need your support to help carry out the

critical fight against unemployment.
Again, I would like to remind this committee of the policy statement regarding

National Economic Development which I helped to draft and which was approved
unanimously by my fellow governors, both Republicans and Democrats, at the
National Governors' Conference in New Orleans.
The governors, in that statement, concluded that it was essential that the

Appalachian Regional Development Act as well as the Public Works and Eco-
nomic Development Act, including provisions for Title V Commissions in their
present form and structure, simultaneously be extended for four additional years.

Also, I think it is important that there be no misunderstanding on what kind
of legislation the states want regarding Regional Commissions.

Earlier this year, in response to a discussion paper sent to me by the U.S.
Department of Commerce, I replied that any changes in the Title V legislation
should be considered only if they will give the Commissions greater flexibility,
broader program authority and an increased appropriation so they can perform
at their fullest authority.
I again want to speak out against any change that would bring the federal

cochairmen within the Department of Commerce and especially disagree with
any suggestion that the Title V Commissions be placed under the direction of a
single Commerce Secretarial Officer.
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A major strength of the current Title V structure—and one of me reasons why

the Upper Great Lakes Regional Commission has been highly successful in my

state—is that Commissions can act quickly and decisively as various crises

emerge.
If the Commission was placed under Commerce, I fear that this quick-response

and of governors, who have elected to participate in a true federal-state partner-

ship which the current Title V legislation represents.
Public Law 89-136 provides that the Secretary shall supervise and direct the

Economic Development Administration. It also provides for the Secretary to

"coordinate" the federal cochairmen of Regional Commissions. This distinction is

vital and was wisely placed in the statute by the Congress. It also has proven

to be effective and workable.
The Commerce proposal to "formally include federal cochairmen within

Commerce . . . under the direction of a single Commerce Secretarial Officer" in

fact is a rejection of the new federalism which the current administration

supports. Its net result, if this change is allowed to be approved, would be

Commerce review, evaluation and decision on every project formulated by

governors and federal cochairmen acting together in Regional Commissions.

Another strong point of our Commission also lies in its relationships with

other federal agencies besides EDA. These include Farmers Home Administra-

tion, HEW, BOR, HUD and others. In fact, as I stated earlier in this Testimony,

a majority of Commission projects and programs are non-EDA funded.

The essence of the Title V program is to provide a true partnership between

the states and the federal government, so that the different and varying needs of

various regions of the country could be handled in the most flexible manner. The

present Title V Commission programs are sometimes aimed at completely

different priorities—e.g., two of the Commissions are presently involved in the

development of energy resources, another has been concerned primarily with

marine resource development, while still another has concentrated on transporta-

tion development—all in line with regional objectives.
The tightened organizational pattern which the Commerce paper recom-

mended partially was based on the mistaken assumption that Title V Commis-
sions and the Economic Development Administration are involyed in the same
programs and are in conflict or overlap with each other. There is no evidence
that such overlap or conflict exists.
My position regarding the possible changes was similar to that voiced by a

great number of other governors.
The Title V Commissions have proven conclusively that they provide a most

effective delivery system to dispense immediate anti-recession remedies.
In my state alone, an investment by the Upper Great Lakes Regional Com-

mission of $2.5 million in Fiscal Year 1975 was directly responsible for helping
to save 930 employment positions that were threatened with elimination. In
addition. the funds provided by the Commission assisted in creating 900 im-
mediate new jobs and 3,000 more which are assured for the future.
The Commission's other activities, including a substantial investment in

manpower programs which helped to establish more than 10,000 new vocational
learning positions, also have proven to be of invaluable assistance at a time
when economic progress was difficult to achieve.
The thousands of residents in my state who are served, and depend on the

special help which Title V provides, are looking for a commitment from the
administration, and from Congress, to continue this vital assistance beyond
this year in its present form.
The continued effectiveness of this program in Fiscal year 1976 will play a

substantial role in how fast Michigan recovers from the depressed economy

which has dealt my state one of its worst economic hardships in recent times.
I also urge this committee to guard against two recently proposed steps that

would weaken the Title V program.
The Regional Commission's authority to acquire and disburse federal excess

property has provided my state with much valuable vocational education equip-
ment to allow expansion and improvement of our career education programs.
This would not have been possible without this authority which Congress
wisely gave the Commission last year and which some are now attempting to
rescind.
Any attempt to redirect the Regional Commission's priorities to place an in-

creased importance on multi-state planning and demonstration projects and a
secondary importance on supplemental programs should be vigorously opposed.
The suggestion that Title V supplemental grant authority should be restricted
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is based on the false assumption that the Regional Commissions should be in-
volved only in rigidly defined multi-state projects. The rationale for this pre-
sumes that projects which are situated in individual localities are not multi-
state in nature. On the contrary, Commission investments are by law directed
to be in line with comprehensive long-range develpoment plans which, while
having a local impact, are selected and approved on the basis of their relevance
to regional strategies approved by the Commission. As an example, certain Com-
missions have adopted, as part of their long-range plans, systems of vocational
education facilities or airports, etc. which are built and funded individually but
governed by a regional strategy endorsed by the Commission, the states con-
cerned and, often, by the substate districts.

Also, many of the supplemental projects which may appear through super-
ficial listing to be merely local in nature are often undertaken as demonstration
projects which are later replicated in other areas and other states based on a
regional demonstration strategy and long-range plan. Such a process, which
concentrates resources and avoids duplication, can only be fully implemented
by a federal-state organization such as the Regional Commission, which provides
for selection of projects with the greatest benefit for the region and the collective
votes of the states and a federal member.
It would appear then to be more consistent to add a Title IX type authority

to the present Title V to increase the flexibility of the Title V program rather
than restrict Section 509 and eliminate the valuable tool which allows the Com-
missions to concentrate the resources of other federal agencies with those of the
Commission and local organizations.
The greatest danger in restricting the supplemental grant authority is the

resulting separation of the investment decision from the planning process. Ex-
perience has shown that effective planning can only be assured if the decisions
and resulting investments are made through the same organization and authority.
Indeed, the separation of these functions would aggravate the potential problem
of overlap and lack of coordination.
In addition I would like to bring to your attention an issue which is of great

economic importance to my state. I strongly urge this committee to reject the
Talmadge-Nunn Amendment to Senate Bill 1587 (H.R. 5247) which would
change the distribution formula for previously allocated water pollution con-
struction funds.

States with critical unemployment problems—like Michigan, where seven
counties have unemployment of 20 percent or more and 50 others have double
digit unemployment—have been counting on these funds to help ease the jobless
crisis.

Michigan will lose $279 million under the new formula. The state is already
in the beginning stages of distributing these funds. Some of this money is ear-
marked for projects which will allow construction of new industries, motels,
shopping centers and other job producers. Denying Michigan these funds will
hold up these projects at a time when they are most needed.
In addition, Michigan will lose more than 17,300 construction jobs by the reduc-

tion of these funds.
The revision action, if finally enacted into law, will seriously erode our pollu-

tion control efforts and drastically reduce employment opportunities for our
citizens.
I urge non-concurrence in the Senate amendment and call for a maximum effort

to reverse the Senate's highly disturbing action.
Related to this I would also urge your early consideration and approval of

legislation equivalent to the Cleveland-Wright section of HR 9560. The early
commitment of funds now available under PL 92-500 will provide for needed
jobs in the construction industry and even more important lead to an early
achievement of our clear water objectives. The Cleveland-Wright proposal will
provide a means whereby the Federal government and states can maximize
the utilization of existing manpower resources for moving this program forward,
and in addition provide a source of increased funding to the state program for
carrying out the additional requirements mandated by PL 92-500.
There are other positive provisions in Senate Bill 1587 (H.R. 5247) which

should be carefully considered, however. The concept of countercyclical assist-
ance is particularly attractive. It would permit funds to flow rapidly to those
localities who most need it when it is most needed. Flexibility in the use of
the funds by the local community to aid in employment generating efforts is also a
positive feature of this approach.
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Urban areas are experiencing extreme pressures as a result of unemployment.
Perhaps a method could be developed by which the EDA efforts would be broad-
ened, through a countercyclical concept, to aid urban areas as well as relatively
nonurbanized areas which are the primary beneficiaries of the current EDA
programs. I urge this concept be given serious consideration.
In conclusion, I want to remind this committee that Michigan's more than

584,800 unemployed and many other citizens who are concerned about their jobs
are depending on your committee for positive action to help all of us during this
time of economic uncertainty. I thank the committee for this opportunity to ex-
press my views.

• STATE OF ARKANSAS,
OFFICE OF THE GOVERNOR,

Little Rock, Ark., September 23, 1975.
Representative ROBERT A. 'ROE,
Chairman, Economic Development Subcommittee, House Public Works and

Transportation Committee, Rayburn Office Building, Washington, D.C.
DEAR CHAIRMAN ROE: I am pleased to have this opportunity to provide a state-

ment in support of pending legislation relating to the Regional Commission and
Economic Development Administration programs. Previous commitments coupled
with recent developments prevent my presenting these recommendations to the
Subcommittee in person.
As the current State Co-Chairman of the Ozarks Regional Commission, I have

become familiar with the history, current status and potential of the Regional
Commissions approach.
I am sure the committee is aware that the Ozarks Commission was the first

to be organized under the original legislation. Its creation in 1966 was hailed as
a major step toward improving the educational and occupational opportunities
of the pepole of an area heretofore omitted from America's economic progress.
While significant gains have been made, the Commission has been unable to

reach its full potential due to inadequate funding and lack of support from pre-
vious Administrations. I, along' with the other members of the Commission, am
aware and appreciate that the Congress, and the Public Works Committees spe-
cifically, have provided the leadership to see that the programs of the Public
Works and Economic Development Act have continued.
The President's support for a simple three year extension of the Act is appre-

ciated and is recognized as a significant change from the position taken by the
previous administration. However, the Regional Commission programs have
progressed to the point where they are capable and ready to implement programs
and projects in a wide range of activities and to move ahead into new areas of
interest and responsibility.
For example, the Ozarks Commission is currently working on programs dealing

with rail transportation, energy supply and consumption, scheduled air service
for smaller communities, and increased exporting of goods and services.
In addition to these programs of current regional significance and national in-

terest the Commission is funding and administering job producing programs under
the new Title X of the Act. Naturally, we also are continuing to provide sup-
plemental grant funds for high priority projects through the Region. This im-
portant facet of the Regional Commission program has provided over $34 million
to Ozarks state and local governments since 1968. In turn, this investment has
enabled construction of facilities having a total cost of about $163 million, the
balance being shared about equally by local and state governments and basic
grant agencies of the Federal government.
The supplemental grant program continues to be an important tool in the Re-

gion's economic development strategy and its utilization has widened to include
almost all basic grant-in-aid programs. Initially, the major utilization of this
type assistance was in cooperation with EDA grants, however, last fiscal year
only 22 of the 62 supplemental grants were for EDA projects. This shift is in-
dicative of the Commission's evolving awareness of the total economic develop-
ment process where emphasis is placed on environmental enhancement, natural
resource utilization, transportation services improvement, and human resouree
development as well as direct job producing activities. Thus, while the Economic
Development Administration programs remain extremely important to the Re-
gion, they do not adequately reflect the scope and magnitude of the Regional
Commission program.

63-186-76 13
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I believe Regional Commission's have developed a capability to effectively deal
with the persistent problems of lagging economic areas. Further, they have dem-
onstrated an ability to rapidly respond to emerging situations. The latter can
be seen in their performance in administering Title X funds, developing energy
programs and providing assistance to areas hit by floods, tornados, or other
natural disasters.
The time has come for Regional Commissions to receive adequate funding and

legislative authority to implement the plans and programs that have been de-
veloped. These programs are clearly in the national interest and deserve your
continued support. I urge you to deliver a favorable Committee report on H.R.
4073 as amended and to provide for the continuation of the Economic Develop-
ment Administration activities relating the public works facilities and sub-
state district programs.

Sincerely,
DAVID PRYOR, Governor.

STATEMENT OF UTAH GOVERNOR CALVIN L. RAMPTON

I wish to take this opportunity to again express my support for the Title V
commissions. My views on this matter are included in testimony before numerous
congressional committees, so I will limit my comments this time to the specific
bi,ls now under consideration.
I have previously submitted testimony in favor of S-1189 and that complete

testimony would now, of course, apply to HR-5261 and HR-8632. I have also
submitted testimony on S-1513, now HR-4073, along with the Western Congres-
sional Caucus endorsement.
I believe it is important to put the Title V commissions on the same legisla-

tive cycle as Appalachia, with the same attention and prestige that Appalachia
has enjoyed. This program, functioning as the Four Corners negional Com-
mission in our state is working well, and with the same funding level Appalachia
has experienced, could accomplish even greater tasks. It could go a long way
toward financing solutions to a major part of the problems that are being brought
on by our energy development program in Utah—a program that is in response
to the national policy of working toward energy independence.
I favor a three-year extension of E.D.A. Title V and Appalachia. It is very

important in planning programs of any kind to be able to extend beyond the
end of a fiscal year.
In endorsing E.D.A., Appalachia, and Title V, I do not want to leave the im-

pression I am in favor of combining all the programs. I favor combining only
Title V and Appalachia, and having the E.D.A. program as a separate, com-
panion, and complementary resource. Cooperation between the Four Corners
Regional Commission and E.D.A. has been excellent in jointly financing proj-
ects for the benefit of the people in our state and I see no reason to alter that
arrangement.
In conclusion, I believe that Four Corners Regional Commission funds have

been the most flexible and responsive federal monies that are available to me as
a Governor.

This program has a record of successful projects, quick and responsive actions
and very little bureaucratic red tape. As a result, the Four Corners Regional Corn-
mission has an excellent reputation in my state.
I add to that the overwhelming support of the U.S. Senate, which voted 92-1

in favor of H.R. 407. There was also the endorsement of 61 Senators from the
Title V states in written form to Jennings Randolph in June of this year and
unanimous backing of the members of the Western Governor's Conference. I
urge you to support and continue this program.

[Telegram]
SEPTEMBER 19, 1975.

Representative ROBERT A. ROE,
Chairman, Economic Development Subcommittee, House Public Works and

Transportation Committee, Rayburn Office Building, Washington, D.C.
H.R. 4073 has our full mutual support. By placing the title V commissions in

better alignment with similar programs and by strengthening the Federal/State
partnership. H.R. 4073 will allow us to move quickly and directly to meet urban
and rural development needs unique to this region.
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We agree with the administration that title V commissions and EDA should be
extended for three years and we believe the most effective program will recog-
nize that EDA is complimentary to but completely separate from regional
action programs.

ROBERT W. STRATJB,
Governor of Oregon.

Mr. ROE. Now, our next witness is Mr. Richard Helmbrecht, who is
the director of the Michigan Department of Commerce, representing
the Honorable William G. Milliken, Governor of Michigan.

VOICE. Mr. Chairman, he has not arrived yet.
Mr. ROE. All right, we will wait a minute. What about Jim Stanton,

is he going to testify? Would you call him?
VOICE. He is expected to be here at 11 :30.

• Mr. ROE. In view of the circumstances, if there is no objection, we
will recess until 11 :15.
FA brief recess was taken.]
Mr. ROE. The hearings will reconvene. We are pleased to have with

US this morning our distingiushed colleague and member of the full
committee, the Honorable James V. Stanton from the great State of
Ohio. You may proceed with your testimony under your own time
frame.

TESTIMONY OF HON. JAMES V. STANTON, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF OHIO

Mr. STANTON. Mr. Chairman, I deeply appreciate having again the
opportunity to appear before this subcommittee to testify in behalf
of H.R. 2751, the Urban Employment Act, and to urge again that the
Economic Development Act be greatly expanded and reshaped, so
as to make it a major source of assistance for the large cities of this
Nation.
Mr. Chairman, speaking as a Representative of one of the great

cities, and as one who was an official in its government for 10 years,
I cannot overstate how important I believe a comprehensive, well-
funded program of economic development assistance would be to the
cities. The budgetary crises which have stricken many of the major
cities in the past several months—bringing with them municipal
strikes, and the threat of further cutbacks in essential services—are
only the most recent and most shocking indication of a more serious
problem in the cities—a problem which is more deeply rooted, and has
been festering far longer, than the red ink on today's municipal ledgers
would indicate.
That problem is the gradual and continuing erosion of the economic

base of the cities, and erosion which is most evident in the flight from
the cities of taxpaying businesses and workers, and in the idling of
valuable resources of land and labor in the cities. To mayors and city
councils in the urban areas, the decline in the wealth of cities has meant
declining tax revenues and a constant battle to seek to equalize income
and expenditures. To many others in the cities, plant closings and
industrial migration have had a far more personal effect in terms of
the loss of a cherished job, the loss of seniority, and perhaps the loss
of a pension. To young people, just entering the labor market, it has
meant that the struggle to find one's first job has become even longer
and harder.
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Congress has enacted a number of programs intended to reduce job-
lessness, and assist local government in meeting their financial obliga-
tions. All of these programs, including those for vocational education
job training, public service employment, and general revenue sharing,
serve real needs and must, in my view, be continued.
Yet none of these address what I consider to be the basic need of end-

ing the erosion of the cities' economic base, and restoring the founda-
tion of a thriving local market of commerce and industry on which
all else is built. Let us be very frank. If private industry does not stay
in the cities, and expand there, all efforts to reduce depression-level
unemployment in the urban areas, and place the cities on a self-sup-
porting financial basis, will certainly fail.
Thus the proceedings of this subcommittee as it considers proposals

to extend and amend the Economic Development Act, the sole Federal
program which seeks to strengthen local economies, are of extreme
importance to the cities. I must add that what this subcommittee does
to assist the cities should be of concern to all people, including those
who live in the rural and suburban areas of our land. For, again, as has
been shown most clearly by recent events, when cities encounter finan-
cial difficulty, they must turn to the State for assistance. In this situa-
tion, the assistance which the State provides comes from revenues
raised from all parts of the State, urban and nonurban alike.
A further consequence is that the credit rating of the State may well

suffer too, thus increasing the amount of interest it must pay to borrow
money. We can best insure that neither the States nor the Federal Gov-
ernment will ever again have to "bail out" a city by acting now to
assist the cities in rebuilding their economic strength.
And, Mr. Chairman, I wholeheartedly believe that the Economic

Development Act provides an excellent framework for offering that
assistance. The fundamental change in the act that I believe is necessary
is illustrated by the Urban Employment Act, on which this subcom-
mittee adduced much testimony in the hearings of April 1974, Basic-
ally, I propose that a new title be established in the Economic Devel-
opment Act, containing its own, separate authorization of assistance,
for which the large cities alone will be eligible. By establishing such a
separate title, we will guarantee that the cities will, for the first time.
receive an adequate share of the economic development moneys.
The proposed Urban Employment Act focuses on one tyre of devel-

opment activity now underway in many cities. The establishment of
land banks, which enable the cities to reverse the tide of industrial
migration by offering suitable businesses a desirable parcel of land
on. which to expand, and offering it at a reasonable cost. There are of
course other types of redevelopment activities worthy of assistance,
such as the building of roads, sewers, and other facilities, and the sub-
committee may want to draft the urban aid Provisions in a manner
that. frives the local officials maximum discretion in choosing the ap-
proae,h best suited to their individual area. Finally, these provisions
should include, long-term, low-interest loans, and loan guarantees for
businesses which undertake worthwhile building, expansion or mod-
ernization projects in the cities.
Mr. Chairman, considering the needs of our cities, and the state of

our national economy today, I believe this subcommittee, as it authors
the economic development program of the Federal Government for the
coming years, has a very great responsibility.
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A program for the cities such as I have described will, I believe,
start us on the road to full and wise use of the resources of our urban
areas, and prosperity for both the people and the governments of the
cities. I look forward to working with you to these ends.
If I may make one final comment, Mr. Chairman, the financial

problems are so immediate and so pressing, that I would also urge
immediate action on some form of "countercyclical" antirecession aid
to hard-hit State and local governments. The Senate has already acted
on such a measure, and House conferees hopefully will soon have the
opportunity to examine the Senate's work.
As we attempt to deal with the worst recession and the highest un-

employment since the great depression, we should keep in mind that
the sector of our economy which provides basic services to our citizens
has been dealt a double blow by inflation and lost revenue. Govern-
mental units around the country—small as well as large—are faced
with the dilemma of either raising taxes or reducing basic services,
and that meant laying off workers.
This can only result in further revenue decreases for both local gov-

ernment, declining sales and profits for private industry, and finally,
an increase in Federal costs for unemployment payments and other
support. for the laid-off Government workers.
Mr. Chairman, we ought to design and write into law a carefully

targeted, finely triggered program of aid to these State and local gov-
ernments to see them through the recession. I think we should move
quickly on this and make it part of a total public works—jobs and
economic development package.
Mr. ROE. One thing we would enjoy your participation in, Tim, is

the discussion we have been having on establishing a framework
within EDA for the urban centers. We feel there has got to be a
definitive methodology of designation, because we don't only look at
this—as you are pointing out in your statement—as being recovery
mechanism. We are talking about establishing economic policies for
our urban centers. One of the thoughts that has been projected is to
literally designate, for example, cities with populations from 25,000
or greater as urban economic areas, rather than have to go the route
of constantly being designed by SMSA districts and those types of
broad encompassing statistics.
Our judgment is, and it seems to be catching fire as far as the Mem-

bers are concerned, that this is a way that we can start to open up this
legislation, to make it a national economic policy for the whole
country.
What are your thoughts in that direction?
Mr. STANTON. My thoughts are that the application of the act ought

to take place in the areas where you have outward industrial migra-
tion, where you have the destabilization process occurring.
And I think it is necessary to take a test pattern first, because I don't

think that this administration, frankly. is going to accept anything
more than a test—if they accept that much.
Mr. ROE. Mr. Hammerschmidt.
Mr. HAMMERSCHIVIIDT. I want to thank Jim, Mr. 'Stanton. You are

one of our hard-working, very interested colleagues on the full com-
mittee. I recall in April of 1974, you came to testify and at that time
you brought some industrialists and labor people from Cleveland—
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and I am sure that the record that was made will also reflect your
concern and the committee's consideration of this very similar bill
you have introduced today. I want to thank you, Jim.
Mr. STANTON. Thank you very much. It is consistent with our prior

efforts.
Mr. Rol:. Any other questions, gentlemen? Mr. Howe.
Mr. HOWE. Congressman Stanton, I had the pleasure of being as-

signed to Cleveland when I was in the service at the close of World
War II, so I had an opportunity of getting acquainted a little bit with
the area that you serve in the Congress, and I must say this is an
opportunity for me to begin to see what some of the problems were
of urban life that I really hadn't been exposed to as I grew up out
in the West.
I am interested what really the experience has been in Cleveland—

it has suffered. I am sure, some of the general problems that all urban
areas have in terms of urban decay and unemployment and the inner
core of the city being kind of on a downward trend.
Has EDA been able at all with its programs to assist and help in

a piecemeal way in the past?
Mr. STANTON. Not in any practical terms. We have turned around

the downtown area of Cleveland in terms of the urban development
program. We just finished opening an 800-room hotel, the Bond Court
Hotel. There have been four or five major office complexes built in
the last year. And Cleveland is—the downtown area is coming back
rather nicely.
The difficulty that we have as an older industrial city, much the same

as Buffalo, which Mr. Nowak represents, and other industrial cities, is
that these plant facilities are 100 and 150 years old, and you have the
problem of large capital expenditures.
Management teams in large corporations decide oftentimes to leave

a general industrial area because they see no economic benefit to re-
maining, and they shift.. And that shift causes all kinds of problems—
social problems, difficulty for the communities—and if they had eco-
nomic incentive to stay there and redevelop their property, it would
lift up the total community.
I see this as an answer for not only the industrial complex, but for

the stabilization of these communities.
Mr. HOWE. I see in your statement, Jim, that you propose a new title

be established in the EDA Act containing- its own separate 'authoriza-
tion for assistance for which the large cities alone would be eligible.
Mr. STANTON. That is correct.
Mr. HOWE. You see a separate, designation category for major cities

that would be somewhat different than the usual kind of criteria fol-
lowing- the criteria that we have presently in the act?
Mr. STANTON. I think you have to, Mr. Howe. I think as a. practical

matter, if we are going to address the problem, we have to address it
directly. And I can't see .any other a nproach.
I realize that it is going- to be rather roug-,h sledding; for this type of

9 npronch, but I think that unless we ddress ourselves to this ones-
tion„ then we are (ming to continue to slide downward in terms of un-
enThloyment in this country, in terms of shifting population.
If one were to drnw s line from New York and run • it across the

country toward the Southwest, one would see a continuing migration
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pattern of industrial development that comes down and runs to ard ;
frankly, new land and new territory. And nobody is reclaiming that
old property, that old land. And there are many resources that are still
valuable there.
We have the redevelopment of Lake Erie and we are proud of the

fact that Lake Erie has gained in the last few years in terms of its
viability as an inland waterway and in terms of the quality of the
water, and we have made large steps—industry has made large commit-
ments to redevelopment.
But the time has come when we have got to help industry in terms

of stabilizing their economic needs in these industrial areas.
Mr. HOWE. I certainly say that I concur with you and, thinking about

that subject, I want to say one other thing for the record. In my work
with regional development work in the Four Corners region, I found
that we learned a very valuable thing in drawing the boundaries of
where we stimulated the development. Originally, the boundaries of a
commission included only the rural areas of the counties that were
involved; excluded all of the urban centers—Denver, Salt Lake City,
Phoenix, Tucson were all outside the regional area—we had Albuquer-
que in in the State of New Mexico.
But you know what we found when we really started the rural stimu-

lation and development work? It was that the rural areas were tied
very closely to the development in the urban centers, that if Denver was
having trouble and problems, it had a rippling effect throughout the
whole rural area in Colorado and even broader, the service areas that
those industries within the center part of Denver serve.
So I would agree with what-you are saying. Within the whole pur-

view of economic development work in this country, we must look at
what is happening to the cities. It has a direct effect to what is hap-
pening in some of these rural areas that we have been more concerned
about; frankly, in EDA up to this point than we have the urban
centers.
Mr. STANTON. Well, we have had a need to address ourselves to the

rural areas in terms of the EDA program, but that doesn't mean that
we have to neglect the blight or the erosion of the tax base in industrial
cities which causes a loss of revenue.
And with the shifting of the industrial base, you see this constant

loss of revenue. This was one of the reasons that Congress tried to aid
local governments with revenue sharing in 1971. And we did that
because we knew this tax base was eroding.
But I think a way of bolstering up the tax base is for the Govern-

ment to be a partner with the business and industrial complex of this
Nation in fostering economic growth in the cities.
Mr. HOWE. Thank you, Mr. Chairman.
Mr. ROE. Mr. Oberstar.
Mr. OBERSTAR. Thank you. A fine statement that focuses in on

one of the subjects of the continuing hearings that this subcommittee
has had.
I would like to aet your reaction—you know, EDA, which you are

familiar with, has focusedlargely on economic development projects
through the business loan program, what we might call smokestack
projects, that is, boundaries, machine tool plants, computer processing
or computer manufacturing parts, manufacturing kind of thing, and
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EDA has until just recently not gotten itself involved in downtown
development type projects.
And I gather from your statement that that is what you are looking

at—that is one of the things that EDA can do with new authority, is
loan guarantee?
Mr. STANTON. Yes; but it •is not within the downtown area as

described by an office complex—it is industrial development. The
Cleveland downtown area is very viable and it is coming back.
But one of the difficulties we have is a region running along the

Cuyahoga River. There, the equipment and the plant facilities for
manufacturing are obsolete, and there is no commitment upon the
part of industry to reinvest. in their plant facilities, in most cases. In
some cases, there is a commitment. Republic Steel has made a very
substantial commitment in terms of investment of capital to the tune
of about $60 million in the last 2 years.
But there is going to be an ongoing need from all of these industrial

complexes for governmental assistance. Low-cost loans to help the,
industrial development in these areas is a way of not only triggering
jobs but aiding and assisting the stabilization of these communities,
whose tax base is eroding because of the loss of jobs.
Mr. ROE. Would the gentleman yield for a minute? "What you are

saying
' 

Jim, basically, that does not only refer to outmigration, be-
cause that is not really what the problem is, because the people can't
outmigrate. Where are they going to outmigrate to?
Mr. STANTON. Here is one of the problems. I will give you an

example. One of the problems is, you get a company that, well, we will
take a company like Copperweld, which is in Ohio—and it is a very
competitive company. The corporation cannot go out and get capital.
Yet they have large assets, they have productivity. And they are taken
over on a merger by a corporation. Currently Copperweld is in that
position. A French corporation is trying to take them over. And they
are trying to take them over for their assets, because they are a spe-
cialty manufacturing company.
Mr. OBERSTAR. You are talking about revitalization of existing in-

dustries to a large extent as well as attracting other new industry with
your land bank proposal.
Mr. STANTON. Right, it is a combination. It is a combination of land

banking and investment in capital equipment. I think you need the
double approach because only in that way can you get people com-
mitted to redeveloping these older structures in these older industrial
cities.
Mr. OBERSTAR. Have you got any estimates of cost, amounts of

money?
Mr. STANTON. Well, obviously, if we were going to redevelop all

the industrial areas in the United States it would be billions of dollars.
But we are talking about a small modest program for major urban

areas. You know, it isn't as if there were no return for this. For every
job you create this way or stabilize or increase through this type of de-
velopment, you are going to help the Government function, too—you
are going to increase the productivity of this country and 
Mr. OBERSTAR. There is no question about that. We have had the ex-

perience from the ARA and the EDA business loans program. In fact,
one project in my own district, where a business venture failed through
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a combination of problems, but even though it went under, there was
more money paid out in payroll and in payroll taxes to the Federal
Government and State government than the amount of the original
EDA loan.
So, you know, it kept the county alive—I have no problem with that.

I just think we ought to take a look at the amount of money and
whether you would look at this as a direct loan or a loan guarantee pro-
gram. And I am referring now to the testimony we received last week
from Gene Foley, former administrator of EDA, who discussed the
farmers home loan programs for business development in rural areas
and the EDA loan program and the amount of capital reserved
against the loan failures and how much could be put into reserve.
And what his suggestion was, he said von can stretch the available

dollars through a guarantee program and a very small amount of
money you could set aside.
Mr. STANTON. I think that is correct.
Mr. OBERSTAR. One last question. What eligibility criteria would you

establish for bringing urban areas into EDA purview? That is one
of the problems that this subcommittee has been wrestling with, is how
do you establish criteria that would apply equitably and, second, along
with that, is—the concern of rural areas is that once you bring the big
urban areas in—New York City alone would soak up the EDA budget
and they wouldn't even miss it—I think that is a clerical error up there,
New York City.
Mr. STANTON. I think you have got to have separate authorities

for the urban areas.
Mr. OBERSTAR. Thank you.
Mr. ROE. lIr. Nowak.
Mr. NOWAK. Thank you very much, Mr. Chairman. In looking at

your bill. I think you have hit upon an area that if we don't make at-
tempts to find a way to recycle this industrial property you are talking
about, very soon we are going to find oursel ves in such an intolerable
position, as you have stated here, in which we won't be able to com-
pete.
I was wondering, Jim, if you could tell me if your area or county or

city has an industrial bonding capacity, for industrial bonds within the
county government or within the framework of the city government?
Mr. STANTON. Yes, we have within the county and within the State a

bonding authority and industrial authority, but, you know, the simple
fact of the matter is that they don't have the economic clout to be of
assisance to major industrial complexes. Their programs are limited
to rather small manufacturing corporations, so they can't really be of
major assistance.
And that is why we need separate funding for these industrial com-

plexes. With the separate funding we don't get into this competitive
aspect of vying with rural areas in terms of the EDA program. We
have a separate funding program, we fund it for industrial complexes
and we go ahead and address the problem.
Mr. NOWAK. That thought occurred to me, but I am under the same

impression you are, that whenever we turn to the industrial bonding
authority, they did not have the capacity—and now, of course, they are
running into another situation with the viability really of those local
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bonds, to put them on the market, which may be another strong im-
petus to move in the direction of your proposed legislation here.
So far as the EDA, this has been brought up several times, the rural

versus the urban problem here—and I have to agree with you that
perhaps in 1965, when this EPA Act occurred, there was a different
problem in the country. There wasn't the exodus from our urban areas
that we have had in the last 10 years—or at least that has been very
prominent in the last 10 years.

Certainly your bill, I think, would serve a very, very useful purpose,
if we could include, even, as you say, a small portion of it for some
targeted areas which would prove the truth of the conclusions that
we are drawing here.
I just want to talk about the recycling problem, the older plants that

we have—and I think it is not only true in Cleveland, but in the whole
Northeast, the whole—the older Industrial communities as well as
many in the South that have been existing for years, in mills and so
forth, that have problems now with trying to modernize their plants
and equipment.
And I was wondering what your thought was on—besides the bill

you have here—some other measures in the Ways and Means Commit-
tee, which have been talked about to raise capital and to actually try
to accomplish some of the objectives that you are aiming at here in this
bill, to attract the managers of these corporations to recycle and to in-
vest in communities which have deteriorated over a long period of
time?
Mr. STANTON. I honestly believe that the Government has got to

become a partner with major corporations in this country in terms of
economic growth of the cities. That might not sound like free competi-
tion, but it in effect is.
Mr. NOWAK. I have tried also, at least attempting to, within the

same area here, to do something about this so-called recycling problem
and find a way to make it attractive for managers to stay within the
urban areas.
Along these lines, I have also submitted an amendment to our EPA

Act here, title IX, which, as you know, calls for economic help, total
very broad participation by the Federal Government by EPA in
areas which have been drastically affected. For example, a one-plant
town or a Government installation is pulled out completely and leaving
2,000 or 3.000 out of the 5,000 people in the town unemployed. And that
has seemed to function very well.
I was wondering .whether you had any comment on my thought to

include funding in title IX, very broadly include title IX funding for
areas which have had long-term deterioration rather than the one-short
heavy loss of a facility or an installation?
Mr. STANTON. I believe that such a modification to title IX could

be very useful. But I believe we must keep in mind the importance of
helping businesses that are presently going and occupied, rather than
going back and trying to revitalize a business that is already dead.
Mr. NOWAK. Well, I certainly join with the other comments that

have been made here in support of your bill and will be very interested
to work with von further on it. •
And I think you have hit upon an area, I believe title IX could also

help prospectively—and I don't think I am referring to the loss, when
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the industry is going, to try to do something about it. I think I am
trying in combination perhaps with your proposition here to go into
an area which has deterioration, and look at the facilities that are
there and existing and giving them the capital and giving them the
economic help that we can through EPA, perhaps some seed money
for redevelopment of land which is contiguous to their operation.
Mr. STANTON. I think that is consistent with what the thrust of this

legislation—and that is that if you have got a business, for example,
an they are manufacturing metal fasteners, take for example—and
they need to expand, and in order to expand in that area you give
them a low-interest loan, and then they acquire additional land in that
area for their plant facilities.
I think that is the thrust of what you are talking about and it is

consistent with what I am talking about here.
Mr. NOWAK. Thank you very much.
Mr. ROE. Thank you, Mr. Nowak. Thank you, Mr. Stanton. You

have done a splendid job and contributed to our thought pattern, a lot
of which I agree with.
I appreciate your being with us this morning.
Before concluding, I wish to place into the record the statement

received from our colleague, Mr. McFall, and a statement from the
American Public Power Association.
[The statement referred to follow:]

STATEMENT OF THE HONORABLE JOHN J. MCFALL, A REPRESENTATIVE IN CONGRESS
FROM THE • STATE OF CALIFORNIA

As a former member of the Public Works Committee I, once again, find myself
speaking in support of the Public Works and Economic Development program.
Over the years, I have watched this committee develop one of the most unique
and flexible development programs in Congress. The Committee has developed
a mechanism, the Economic Development Administration, with few rivals.
For example, the Public Works Impact Program was created in 1971 to pro-

vide immediate construction jobs for the unemployed and underemployed. Ap-
proved projects under P.W.I.P. must start up within 3 months and be completed
within one year. Although greatly underfunded, it has been responsible for the
delivery of many badly needed public facilities throughout the country.
Testimony has shown there are tens of thousands of similar projects still

needed and that local governments cannot afford to undertake.
What experience has shown is the necessity to fit a permanent public works

program into a balanced employment and manpower policy. Public works pro-
grams belong not only as an effective anti-recessionary measure but also as an
important permanent tool of employment and manpower policy.
The Economic Development Administration has not only survived but has

also accomplished a great many things despite Administration opposition and
inadequate funding. They have proved by their accomplishments their own
right to exit and are well deserving of our continued support.

STATEMENT OF AMERICAN PUBLIC POWER ASSOCIATION

American Public Power Association, which represents 1,400 local public power
systems in 48 States, Puerto Rico, Guam, and the Virgin Islands, supports enact-
ment of H.R. 9398. to extend the Public Works and Economic Development Act
of 1965 for a three-year period, with amendments which would delete from the
Act Section 101(e) of Title I, Grants for Public Works and Development
Facilities: Section 201(d) of Title II, Other Financial Assistance; and Section
704(e) of Title VII, Miscellaneous.

All three of these provisions have the effect of preventing or restricting ability
of local public power systems to play a part in implementation of the goals of
the Public Works and Economic Development Act, to the detriment of national
economic and energy objectives, and should be eliminated as unreasonable ob-
stacles contrary to the public interest.



184

Sections 101(e) and 201(d) of the Act deal with grants and loans, and pro-
vide that (except for Congressionally authorized projects) financial assistance
shall not be made available for "any public service or development facility
which would compete with an existing privately owned public utility rendering a
service to the public at rates or charges subject to regulation by a State or
Federal regulatory body, unless the State or Federal regulatory body determines
that in the area to be served by the facility for which the financial assistance
is to be extended there is a need for an increase in such service (taking into
consideration reasonably foreseeable future needs) which the existing public
utility is not able to meet through its existing facilities or through an expan-
sion which it agrees to undertake."
It is clear that the concept of protecting privately owned electric utilities

against competition is inconsistent with other Federal statutes, including the
public policies embodied in antitrust laws. In fact, Congress and the courts have
explicitly recognized that the reverse is true, i.e., that active enforcement of
principles contained in Federal law is necessary to curb the predatory practices
of private power companies. In 1970, for instance, Congress approved legislation
aimed at insuring that large private power companies did not succeed in monopo-
lizing nuclear power, the development of which was heavily funded by taxpayers
through the Federal government in order to, among other things, "make the maxi-
mum contribution to the general welfare." As a consequence of that action, appli-
cations for license to build nuclear power plants are subject to an anticipatory
antitrust review by the Department of Justice and the Nuclear Regulatory Com-
mittee to determine "whether the activities under the license would create or
maintain a situation inconsistent with the antitrust laws . . ."
However, that argument aside, there does not exist today a concern about possi-

ble construction of competing facilities in the energy field, but a growing recogni-
tion that all elements of the electric industry will be taxed to the utmost to sup-
ply essential and economic services to homes, businesses, and industries in the
face of a multitude of serious problems including those associated with siting,
regulatory requirements, environmental procedures and litigations, jurisdictional
conflicts of governmental agencies, equipment deliveries, inflation, and capital
expenditures. This fact is so apparent that it is patently ludicrous to retain in
the Public Works and Economic Development Act language directing State or
Federal utility regulatory agencies to determine whether it is true.
The best evidence that the views of private power companies on this question

have changed from 1965, when the Act was originally passed, is the actions of the
companies themselves. In many parts of the nation, privately-owned electric
utilities are actively seeking partnerships with municipal and other publicly-
owned power systems for the planning, construction, and operation of major
transmission and generation facilities. Whatever philosophical posturings on the
question of "competition" still exist are gainsaid by this practical response to the
possibility of a shortfall in capacity required to meet projected electrical loads.
In the current environment, it is obvious that a test which calls for a deter-

mination that "in the area to be served by the facility for which the financial as-
sistance is to be extended there is a need for an increase in such service (taking
into consideration reasonably foreseeable future needs) which the existing [pri-
vately owned] public utility is not able to meet through its existing facilities or
through an expansion which it agrees to undertake" is entirely outdated and.
indeed, archaic. Private power companies, which proclaim in national advertise-
ments and frequent presentations to Congress their concern about ability to add
facilities at a rate demanded by anticipated power needs, are hardly in a posi-
tion to object when local public power systems, which currently supply 10% of
the country's generating capacity, seek to carry out projects which will help al-
leviate this potential problem. In fact, many companies do not take this tack, but
instead encourage and solicit public power systems to enter the field of genera-
tion, even though they may have heretofore been only wholesale customers with-
out power production facilities of their own, arguing that the capacity which
may be built independently or in cooperation with other utilities—will represent a
valuable addition to total United States energy capability.
No public power system has an incentive to build facilities unless there is "a

need for an increase in such service". The variety of problems encountered today
in construction of generation, transmission, and distribution plants is in itself
a deterrent to initiation of new projects, but a more compelling reason to avoid
unnecessary building by publicly-owned electric utilities is the fact that the
sole basis for their existence is to serve consumers with an adequate, reliable
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supply of electricity at reasonable cost consistent with public economic and en-
vironmental objectives. They are non-profit institutions with no vested interest
in piling up rate base to expand their volume of earnings. Efforts to act otherwise
would meet a quick response from consumers, who are also the owners of the
system.

Section 704 (e) flatly prohibits Federal assistance under the Act "to finance
the cost of facilities for the generation, transmission, or distribution of electrical
energy ..." unless specifically authorized by Congress.
Current economic and energy problems point up the unreasonableness of this

provision, and its inequity is emphasized by Federal funding for private power
companies.

Expressing inability to finance, private power companies are currently seeking
significant Federal subsidies through amendment of the Internal Revenue Code,
in addition to Federal financing help from which they may presenity benefit.
Through use of investment tax credits, rapid tax writeoffs, and liberalized

depreciation, major private power companies have decreased their total Federal
income taxes to 1.3% of their revenue in 1974 compared to 14.7% 20 years ago.
Yet their rate of return on common equity in 1974 average 10.8%—the same re-
turn they enjoyed two decades ago—and their net, after-tax profit last year wah
12.6% of their revenues. In 1973, 50—or 23%—of the 217 major private power
companies (those with annual electric operating revenues of $1 million or more)
paid no Federal income taxes; they accumulated tax credits totalling nearly $56
million. In 1974, 76—or 35%—pair no Federal income taxes; they accumulated
tax credits totalling in excess of $218 million—an increase of 291%.
Private power companies are also the beneficiaries of the proceeds of munic-

ipal bonds issued to finance their pollution control facilities.
In 1974, out of a total of $1.6 billion in pollution control bond sales reported

by the Daily Bond Buyer, $928 million were issued for the benefit of private power
companies. The paper reports that: "In 1974, electric utilities were the most
frequent and largest users of the IDBs. Of the 114 reported transactions, 47 were
for electric utilities or 41.2%. They consumed 56.3% of the total dollar amount."
While the private power companies'.share of such financing is down in the first
half of 1975 (17.3% of the financings and 24.2% of the dollar total), it still
totaled $240 million. In addition, a list of pending pollution control issues pub-
lished by the Daily Bond Buyer shows that private power companies would be
the beneficiaries of nearly $2 billion in additional tax-exempt pollution control
bonds—a sum almost twice as large as all the revenue bonds issued by municipal
electric utilities in 1974. Private power companies are also seeking to convince
the Internal Revenue Service that safety and production features of nuclear
power plants should be defined as pollution control facilities, despite the fact
that such an interpretation is contrary to Congressional intent. "At stake are bil-
lions more in potential pollution control financing," the Municipal Finance Officers
Association has pointed out.

Secretary of the Treasury William Simon has told Congress that the pro-
liferation of pollution control issues is a prime factor in increasing "drastically"
the interest costs on municipal bonds for units of state and local government such
as municipal power plants.
Private power companies are currently seeking new and expanded Federal

financial aid, including a permanent increase in the investment tax credit to 12%.
Secretary Simon has pointed out that: "The increase in the investment tax
credit will be a cash contribution by the Federal government for the construc-
tion of additional electric power plants."
In view of the present energy situation we face and their own requests for

public aid, private power companies can hardly offer a convincing argument
that local public power systems—which are subject to many of the same diffi-
culties—should be denied an opportunity to take part in Public Works and
Economic Development Act programs designed to aid in solving the same national
problems they cite.
The Public Works and Economic Development Act is specifically aimed at

assistance to public agencies and non-profit organizations—both of which defini-
tions describe public power systems. It is both unreasonable and discriminatory
to impair the opportunity of these units of local government to take part in pro-
grams available under the Act.
There is not only no supportable rationale for retention of these three sec-

tions, but there is a real reason for their elimination because they work in a
negative fashion against the entire thrust of the Public Works and Economic



186

Development Act, including the 1974 amendments which seek to combat
 unem-

ployment. Unquestionably, economic problems are interwined with energ
y needs.

Energy is required to power recession recovery and construction and
 operation

of power facilities provide significant numbers of jobs, both on site and i
n manu-

facturing centers. Local public power systems are planning an investmen
t of

about $2,350,000,000 in 1975, but in a recent survey a sample of
 122 publicly-

owned systems showed 44 have experienced problems because of a shortag
e of

working capital and 29 have postponed or cancelled installatio
n of plant or

equipment for financial reasons. As pointed out in the findings in Sect
ion 2 of

H.R. 5247, the Local Public Works Capital Development and Investment
 Act

of 1975 approved by the House of Representatives earlier this year, "the
 current

economic decline has been accompanied by extremely high interest rates
, which

have brought communities across the Nation to a point at which it is
 simply

no longer possible for them to finance needed public facilities, thereby threa
ten-

ing the health, safety, and general welfare of their citizens."

Mr. ROE. If there is no other witness here, the hearings will con-

clude, and the record will be left open for 5 days for anyone wish-

ing to place anything further in the record.
[Whereupon, at 11 :58 a.m., the subcommittee adjourned.]
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