Eastern Illinois University

The Keep

Masters Theses Student Theses & Publications

1970

An Analysis of the Public Works and Economic
Development Act: 1965-1969

John Preston Blair

Eastern Illinois University
This research is a product of the graduate program in Economics at Eastern Illinois University. Find out more

about the program.

Recommended Citation

Blair, John Preston, "An Analysis of the Public Works and Economic Development Act: 1965-1969" (1970). Masters Theses. 4018.
https://thekeep.eiu.edu/theses/4018

This is brought to you for free and open access by the Student Theses & Publications at The Keep. It has been accepted for inclusion in Masters Theses

by an authorized administrator of The Keep. For more information, please contact tabruns@eiu.edu.


https://thekeep.eiu.edu
https://thekeep.eiu.edu/theses
https://thekeep.eiu.edu/students
www.eiu.edu/economicgrad
www.eiu.edu/economicgrad
mailto:tabruns@eiu.edu

PAPER GCERTIFICATE -2

TO: Graduate Degree Candidates who have written formal theses.

SUBJECT: Permission to reproduce theses.

The University Library is receiving a number of requests from other
institutions asking permission to reproduce dissertations for inclusion
in their library holdings. Although no copyright laws are involved,

we feel that professional courtesy demands that permission be obtained
from the author before we allow theses to be copied.

Please sign one of the following statements.

Booth Library of Eastern Illinois University has my permission to
lend my thesis to a reputable college or university for the purpose
of copying it for inclusion in that institution's library or research
holdings.

z/ /8/ 70

" Date Author

I respectfully request Booth Library of Eastern Illinois University not
allow my thesis be reproduced because

Date Author

/L BlLa&LL.C57?XBR35U>C2/



An Analysis of the Public Works and Economic

Development Act: 1965-1969

(TITLE)

BY

Jonn Preston Blair

S—

THESIS

SUBMITTED IN PARTIAL FULFILLMENT OF THE REQUIREMENTS
FOR THE DEGREE OF

Masters of Arts

IN THE GRADUATE SCHOOL, EASTERN ILLINOIS UNIVERSITY
CHARLESTON, ILLINOIS

1970
YEAR

I HEREBY RECOMMEND THIS THESIS BE ACCEPTED AS FULFILLING
THIS PART OF THE GRADUATE DEGREE CITED ABOVE

5/7%/7 0

DATE ADVISER

DAiE




ACKNOWLEDGMENTS

I would like to thank my advisor, Dr. Ahmed Mhrac, for
the many helnfMil suggestions in the drefting of this paper. Also,
I wiah to thank Dr. Bdward Corley for help with the statistiocsl
section, Of course, all errors and emissions are solely the re-

sponsibllity of the author.

11



ml@! E @ 0 0w 6 @ @ 0 o O /6 .0 6 oe "0 0 0 O O 6 o 6 ¢
I. B‘{CIGROWD uD A Gm mm O @ 6r 6. @ 0 &6 G116 o 9 0

Iz, ORGANTZATION AND PHILASQOPHY OF THE ECONOMIC
TEVELOFMENT ADMINISTRATION ¢ o o o s o ¢ 0 6 0 0 o o o
III, DEVELOPMENT TOOLS PROVIDED IN THE PWEDA . ¢ ¢ o o o o
h. Tevelopment Facllities
B, Business Losns and Gunntou_
C, Technical assistance
Iv, AREA DESIGNATION CRITERION AND AN EVALUATION . o o o &
“y Level I: The Redevelopment Area
8., Level Il: The Devalopment District
C. Level III: The Boanomic Developaent Regions
Ds An Evaluation

mnn..............................

Bmm...........................



Table

LISY OF TARLES

Size Destermination of Projects . .
Approveda Public Works Projects , .,
EDA Publio works Projects Wy Type

| Approved B\uineu loan® .« ¢ ¢ o o

Level-Function Sreakdown of 1969 .

iv

13
14

15
16

19



The 2ublic Works and Boonomic Developmant ict of 1965 is currently
the m2 jor piece of legislation in the field of sub-neational economic
development in the United States.. The intant of the Public Works and
Economic Development Act (PWEDA) is to enhance the opportunities for
those 1living in lagging economic commmities, It is the purpose of this
paper to axamine the provisions of the Act and its influence on the sub-
nationsl development effort in the United Statas from 1965«1969. From
the outset, the position will be taken that the most effective approech
to &an analysis of the sct iteelf will be achisved by examining each of
the provisions separctely and then presenting the interralationship of
the various sactiona where neceseary. The peper will be divided into
five parts, After the introduction, Section I will attempt to provide
an historicsl setting and analysme a basic 1ssue in regicnal development.
The organizational struoture and philosophy of the development adminis-
tretion will be considered in the second section. Section III will con-
sider verious instrumeants or types of aid which are available to qualified
areas undsr the PWEDA., The fourth section will discuse the application
of the cdevelopmant techniques to the particular classes of areas which
are eligible for aid and Section V will sumarize the findings and dis-
cuss policy implications.

19, S., Congrees, Senate, Public Works and Economic Development
AQ& gf 1%:. Pub. L. ag-lﬁ. &tb m.. 2d 8008, , S. 1658.



1. Background snd & Generel Issus

The raalization that there are areas within the United States
which havo bean left behind in the overall growth of the American ecanaxgy
is not new, Government progrems to help sreas develop are very old: the
Cumberland Resd is an example., Although area concerm is not new, the
uniqueness of recent svb-natisnal developmant preogrems stens from two
factors: firsl, the post-war realization that the area eooncmiec policies
can no loneor rely upon Yeynesian solutions, but instesd wmust concentrate
on structurel rroblems and market Amperfections, Ths awarenees of ths
struotural ecorormic proble~s wes expressed Ly President Eisenhower in
the 195¢ S%3te of the Union message when he warned:

Ha muet daal with pockets of chronic uneoployzent that

here and there mer the nation's gemerel industrial
arasperity, BSeoncuic changes in recent years have
often bsen so repid and far-reaching that areas com=
wittad to a singls locel resocurve or industrial activity

have found themselves w:pomrﬁ;y deprived of their
markets and their 1ivelihood.2

Second, the modern oncept of sub-natianal developmant is unique benause
most of the devressed areas which need aid have a substantial population,
unlike marly United States recionsl development; and, unlike baokwerd
areas in the U,8,, have a heavy investasot in 1ntmtmotm-o.3

cougreatiaml Quarterly Service, Congress W 1%:
1960 (Washington, D.C.1 Congreesional Qmmrb So ce, 1 p. 382,

JSar A. Levitan, "Discussicn,® Industris} Relations Researsh
Assgoiation, Froceedings (1965), p. 156. o
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The increased oomcern in the late 1950's for eud-national develop-
eent was not metched by action, Ths chief advecates of ares redevelopaent
legisletion, former precsident of the American Economios Associstion,
Senator Paul Douglas, was for meny years unsucoessful in securing legis-
lation which would help cepressed ccmmmities. Presidential vetocss and
committes entanglessnt were the immadiate reasons for ths fallure of
three Douglas bills as well as the defeat of less comprehensive
administration proposals,

Early feilures in developmant legislatiem illustreted a mejor
politicsl nrebies inmnerent in area scanowmic politice: apathy and hos-

t11ity froe rrosnerous amn."

Further, there wes a strong tendercy for
the eriterien for aid to be relaxed in order that wider congreesional
support covld Le assurec, This broadening of aid requirements in turn
reduced the effactiveness of ths bills ward depressed areas and re-
sulted in use of the veto,

Tn 1961 the years of political activity culminsted in the passage
of the Ares Redevelopment Act, Although the resources provided were
limited, the P11l was a start in area development. According to Senator
Randolph, "I think it was truly the predscessor of much legislation in
the fields of evonmmic development and emnpover utilisation,*”

The passage of the Public Werks and Evenomic Devalopment Act
four years later, although not without opposition, evidanced thet the

A

Hoplins Pyessy 106 1ab " piduc€l Add to Depressed Aress (Baltime
7J,5., Congress, Senste, Cormittes on Publicl Works, Public Works
Economic Development Act, Hearings, on S. 1648, 689th Cong., ist Sess.,
1965, p. . '

re: Johns
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aotivities of the Ares Development Administration (the cecrdinating agency
for the Area Redevalopmant Aot ) had not solved the preblem of depressed
areas, The 100 hardest hit unemployment areas, for exammle, had amnual
averege unerployment rates of 13,68 (2% times the national average) during
a period of relative prosnerity, However, the irea Redevelopment Aot as
well ss subsequent develogmant legislation provided “"valuable knowledge
and ﬁporicnco."é

Seononically depressed areas in the U,S, vary widely in temms of
reasons for distress and other correlates to eaonamic poverty. There are,
however, some common charecteristies which should be examined in order to
understand the strutegies for elevation of sud-netianal depression,
Basically there are wo widely accepted criterions for a depreesad coine
wmmity: low incowe and high unemploymsnt, Although many aress have both
charecteristics, this need not always be the oase, Professor Chenitz's
study shows that low incomes or uxeremployment are the basic probleme in
wost rure)] areas, particularly in the South, and that many industrisl
areds are :istrezess deciuse of high unemployment caused oy rapid deeline
of the industrizl base.’

Al though the secular deciine in agriculture camnot be denied os
a oause of economic distressz, it is not the sole canse, According to 2
Comuittea for Cconomis Develorment report, cutbacks in coal minine, catton

and taxtile manufacturing, and reilway production are also majtor sources

6.ij.;."1.. p. 15. (statement of Hon. John T. Conner, Sscretsary of Commerce).

70.3.. Dspartment of Commerce, Economis Development Adwinistration,
Rezional Economic Dsvelopinent in the United Stites, Yol. V, "Types of Lis-

E’ 8530C Ams, .,V by Benjamin Chenils (Washington, D.C.: Goverrment Printing
Office, 1967), p. 12,
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of sub-national develomamnt difficulties. ¥YAlmost 2]l of the areas of
chranic distress in the cantinental United States, whether major or
minor, h&ve experienced severe cutbacks in employment in one or twe
industries . , ,'® the report states,

“hen v sre2 starte to decline, & local version of the '“vicious
circle' of poveriy tekes effeots, First, the spirit of depression stifles
business ventures, Michael Harrington drematised the wood of depression:

e o o An entire coammnity will beceme shabty and

celsatei, The young and adventurous go to the city,

leevinge benina those who cannot move and those who

ia0k the will to do so. The area becomes permaated

with {s«ilure, ami that is ene more redson the big

anTporucions shy away,”

There is 1ess emphasis wpon snayourizing development through local develop-
ment corporeiions 0acuusa those left behind heve vecome fstalistic, The
migration of the vounz, ™o “ael that they have no future in a lagging
community, migreta; the composition of the remeining labor force is not
attractiva to industry, “Migretion is always selective” and thus dis-
favors the lagging commmity. 10

A ssconxi consequence of the high out-migration oommon to depressed
commnities is the shrunken tax bese. With less income, & depressed com-
aunity cen 111 afford the facilities which are necessary to attract and

keep industrv, which otnervise could reverse the dowvmard spire],

Stommi ttee for Econamic Developaent, Distressed Areas in a (rowing
) . V. Houser, Chairman {L.S.A.t Committee for Economic Develop~
sent, 1961), p. 24,

IMirhael Harrington, The Other America {Rew York: The Meomillan
Company, 1962), p. 10, '

10Gunna» iyyrdal, Rich lLands and Poor (Evenston: BHsarper and Row,
1957), v. 27,
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Bducational facilities deteriorate as well so that the young tend to be
less ermployable, The mission of sub-national econamic help can best be
Justified as an attempt to reverse the viecious cycles which, if unchecked,
wvould csuse grest humen suffering as well es an economic waste to soclety.

There is a general issue in regional economic theory which
should ba considered before any evaluation of the PWEDA is possible, VWhy
not let the mariket operate to correct 1tself instesd of providing develop~
ment aid which distorts reacurce usage? One answer is, of couree, market
rigidities, w~ages are not free to fall in depressed aress decsuse of
unian 6ctles and minismm wage legislation. Thus there is no incentive
in termp of weage coets for plant location in lagging regions; nor is laber
as wodile a8 econamio theory suggests. Adam Smith odbearved that ™man is,
of all baggage, the most difficult to transport.™ Indeed there are human
costs involved in migretion which are not considered in treditiona}l
theory. Because of the human costs msany workers, particularly the older
ones with families, choose %o remain partially employed rather than sell
their houses, leave friends and family, and wove mlles awey in the hope
of finding work.l! Further, Af one is making only a marginal incams, the
risk of moving mAy be perceived as being very great, adding another de-
terrent to migration.

A second reason for the preference for community development to
migretion centers around the concept of extermalities. The marginal
social cost of a family moving to growth points, where jobs are avalladle

11 U.S.. W‘. Smu. mtt“ on mu Hm.‘ m CO!IS.O
ist Sess,, p. W.
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is rether expemsive in terus of new social capital which must be added
to aceommodate a3 lsrge population. At the sams time, the social overhead
capital ¢ worker willl lesve behind in a depressed area is wasted.
Dule BE. Hathawsy feels that migretien from depreesed areas has “severely
strained ths social and economic structure of meny rural communities,
causing ¢ rerious problem for churches, schools, and rurzl business
e s "2 Thus, mn important soclal cost is not included in the individe-
ual's decision to migrate, The problem is even more serious if, es theory
would suggest and facts indicsts, large urbsn arses ars opereting ot a
point of cdecreasing vetiuzns to scale., The conclusion say be diewn that
a free merket zolutior: to the problem of comunity poverty is unscceptable
beth becivze of lock of mobility and externslities, Of course, I do not
mesn to iwply thst no aree gnoulc awperience economic decline. The point
is that the mugretion level of the free market vill not be gptimal,

12pa1e E. Hathaway, ™figretion from Agriculture: The Historiecal

Record and Its Meaning," Americen Zgonoulc Revisw, Vol. 50 (Mey, 1960),
p. 390.



Il, QUesscizetion and Philosophy of the

Economic Development Adwinistration

The Public Works and Bcunamio Devalopmemt Act sesks to provide
financial and technical assistsnce to depressed areds in order to help
such commmities break the viocious gircle of aresa poverty and establish
viable eccnomies. The PWEDA (as well as other ares snd reglamal legis~
lation) 1is administered by the Boonowic Development Administration (EIA).
Technicilly the PJEDA gives the Seoretary of Commsroe the respansibility
of adwinistration; however, most of the Seoretary's dutiee heve been
delegates to the Assistant Secretary for Boonomic Devalopment who 1s
operating hesd of the EDA,12 and four Deputy Assistant Secretaries:
Deputy Assistant Secretary for Eoanawio Development, for Policy Coordi~
nation, for Econoiric Develomment Plamning, and fer Ecanomio Developmsnt
Oparations,1¥

In 2ddition to its Washington staff, the EDk has seven Area
Offices, which cen provide insights into special predlems faced by par-
ticular regions (multi-state areas), Bach Area Director is concerned

139.5., Departnent of Camsrce, Ecanayio Developoent Adnﬁnh-
tration, EDk Hancdbook (Washingwon, D.C.: Goverrment Printing Office,
June, 196%8), 1. 5.

144 raorganization in December, 1566 brought all eoonamis develop-

ment organfzsazionsl urits ir the Dspt, of Commerce into the EDA. The dles-
cussion. on organisatisn is concerned with the structure after the change.

B
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with helping qualified locsl cemmunities by providing information, as
well as processing developasnt aid applications and manitoring projects
in oxder to make certain that they esst PWEDA requiremsnts, The Ares
Direotors are assisted by a staff of field coordinators,.15

In the administretion of the PWEDA, the EDA has a set of prin-
ciples vhich serve as guidelines in the distridbution of developmant funds,
The bettar 2 perticular project fits the standards, the greater its chance
of approval, Tha following prinoiples apply regardless of the geogrephic
leval of developnent, Firet, the EDA places impartance upon commmity
partioipetion in development projects. The PWEDA requires local initiative
in such fialds &s sconomic planning and resource base studies as a pre-
requisite for most aid.16 WDA further emoccurages commmity assistance in
all development projects to a degree even greater than required by the
Act, The coumunity spprozch to local developoment has merit in preventing
federal invelvemsnt when it is not wanted: bringing more rescurces to bear
on the prodlem than would have been the case without local level support;
snd in increzsing certain types of rescurces and knowledge which are
savailable only at the local level, Howvever, beocsuss of such requiremmnts
as a locally preapared develomsent plan are prerequisites for aid, the
possibility arises that many of the most depressec sreas are also the
least 1ikely to take the initiative (because of out-migration, lack of coa~
mmity spirit and public money, eto.) in requesting aid. Thus the hardest
hit arens mey be the least likely to receive aid if they can least afford
to perform the preliminary requiremsnts of the AWEDA,

156pA Randbook, p. 6. ;

1°Publio Works and Econowic Development At of 1965, Pub. L. 89-13%,
sec. 202 (b) (1C).
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The mocond prinoiple which is part of the adwinistration of the
Act 15 the ™worst first” policy.l? Rather than atteapt to resch es many
areas as possible, the EDA prefers to cancentrete its aid in arees
furtheet behiid i tarns of the Act's qualifying criterian. The basic
reasan for the worst-first stretegy is that areas vhich are only margin-
ally qualified for aid recsive the greatest banefit from natianal scononic
expansion, Ths ZiA reilisec that marginally distrvesed areas are more
capable of benefiting from nations)l ecanamic grovth when, in 1966, 100
of the 324 aruvis approved for ald were dropped because their unemplaymsat
rete wvas belov {% even befsre the effects of that aid ocould mh.w
The initietion of the worst-first policy osused “more than doubling of
the number of projects and nearly dsuble the amsunt of acney" flowing inte
the most denressed areas as &« result of the PWEDA 17

A third principle of sub-nationil economio development expressed
in the PWEDA and by the EDA concarns the degree of dsvelapment planning,
Bach project uncar e act must be a part ef & developasnt progran which
pmvﬁu a mapping of the axpected future developmnt of a cammmity, The
more olosely & pasticular project fits the overwll cdevelopmant progrea,

the better ars iis ciauceas for EDA appronl.m If, for example, & cormunity

179,8., Congress, Houss, Committes on Public Works, Econewic De-

t Ag stration's Reply to Su#;ttoo'l First M %ﬂ
%s. belcrs 2 subcommittee a
Works about Public Lsw 89-136, 90th Cong., ist Sess,, 196?. p. 5o

*"U.S.. Lapurtment of Commerce, Economic Development Administration
E_;%]_ Report 1367 (Washington, D.C.: Government Printing Offics, 1967),
De »

191bi4. o Po 23.

2CEDA Hendbook, v. 2.
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intended to develop tourism, then projeots which are related to tourism
would have a better chance of acceptance than otherwise, The requiremsnt
of an Overall Eoonomic Development FPlan is useful in that it not only
eerves to initiete planmning, but the OEDP functions as an organisation
voint where various groups cen publicly discuss s camsunity's future.
Representation of a bread sectien of the commmity is required in the
d-v'l;:mt of a vlan., The OEDP wmay aleo have the effeet ef changing the
gomerelly nessimistic attitudes which charecterize depressed areas by
providing an alternative teo slow ecansmic decline,

Once an area ie notified that it is eligidble for development aid,
it must submit sn acceptable OEDP within six smonths; if not, o commmity
must vait unti]l the next amrmal review of qualified areas when it will
again have six monthe to submit a plan, The develommsnt plan must be of
such detsi] as to orovids an appraisal of retanrding faotors, special oon-
mit.y assets, and a "realistic action progrea that will be dﬂolopod.'a
Centinued eligidbility is not guaranteed: it is contingwnt upon s regular
updating of the plirn as well as meeting the income and emplgyment
qualification, 2

21p44,, p. 13.

22T0id., P, 14



TI. Developusnt Tosls Previded in the FWEDA

by Development Facilities

% wajor emphasis is plaoed upoo the bullding af & esdern infre-
strusture beozuse the availability of scoial overbesad oaplital 1z a majer
faotor in incustrial loeation thool'y.23 The KDA recognices as sligible
such progrems as utilities, port fasilities, industrial pari developamsnt,
airperts, water treawment progrems, sewer facilities, tourism, anc the
projects which 'will result in immedieate substantive economic wcpanaion."m
There &re two types of banefits which flow frem public works programs
of this typo, iredl 1s the imeediate impact upon the economy which is
caused by the incredased spencing, This first effect includes the im-
mediate increase in employment plus a miltiplier effect.?> The Dk places
less awmphesis upon the inmediste soconoumic effects than upon the suito-
bility of a prolect to the long mm ecanomio growth of an area, Thas the
EDA generelly éimallows such preojects as parks, courtheuses and even con-
servation projects which it does not feel make large encugh mtrimum.as

238,5., Deptrtment of Cozmercs, Ecanamic Developmmnt Adwinistretien,
#ﬂﬂ logation &8s a Factor in Regionsl Econgmisn %ﬂmﬁ (Washington,
D, Govermment Printing Oifics, Sept., 1967 ), Re 15

2"‘J.S,. Department of Comrercs, Economio Development Administratien,
EDA Grents angt Leans for Public Works and Paeilitise (Washing-
b. DuCq1 mmt mung Omo., Jm. e PDe ’!

°53asi081ly a rezianal wultiplier is similar to & nationel multie
Plier sxcepttha t the Margina)l Propamsity to Import includes goeode and ser-
vices bough? outside the region, Thus, the smaller the area concerned, the
ssaller the multiplier will tend to be. Alse, the peorer the region, the
emaller t_ahﬁ mﬁtipliﬂ’.

25504 Handbook, P 25.
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The PWEDA authorised tne KDA to provide three types ef aid for
Publio develogmant projects. First, the Aot adlews up to 507 ef the cost
of qualified pyrojects to ve centributed by the Rii, A second type of
grent was de§d.opaa‘ with the understanding that depressed aress often
ls0k even thsir shere of astching funds for federally eponsored urogrens,
The act, therefore, authorizes the Edi to previde supplementary grants
for both PWED progrems and other government matching grent programs as
vall, IThe detsrmination of the 3lze of the mexisaum federal share of &

project is deteralned on the Vasis of aadian family income and unemployment
rates aa follows:”’

T4BLE 1
‘!adiazt:anﬂy &/or  Annusl nemployment G“(gaaju
$1€30 or 1338 12% or mors S0k
$1601 < 1539 10.0% « 11.9% 70%
$1801 - 2000 B.0f - 9.9% 60%
All other redevelopment areas | 50%

A eagple cuowel that about 4% of all qualified areas are eligible for sup-
plwtai ald, However, projects will not automatioally receive the full
ezount for which they are qualified because the EI\ encourages borrowing

of funds above the 503 level, if possible, before a supplemental grant 4e
givon.zg in this manner, the EBMA both seves monay and ensourages activity
among local developmant agencies.

270.S., Department of Commerce, Eoonamic Development Administretion,

& i o ifled (washin s D.Co

28y Handbeok, p. 17.
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The third type of publioc works sid is the develomment faocility
lean via govarnsent purchase of bLonds or other evicences of indebtedness
issued by the applicant. However, such loans can be made only under the
condition that repeyment cen be ressonably expected within A0 wears and
that the loan is not savailable privately,

The +abtle balow ehdwe that approximately 63,58 of the money
spent on approvec projects hes Leen from EDA sources; the other third
was geneyally obtained from loocal sources such as developmemt corporations,
banke, and state government,

TABLE 2

~ APPROVED PUBLIC WORES PROJECTSZ?
{(by source of financing through
fiscal year 19689)

Funds $ of Total Dollsrs (1000)
£oh :
Direot grents b3, b 542, 501
Supplementel grents 5.1 68,574
Loane | | 9.0 10,040
Other funds 36,5 408,220
100.0 1,120,595

Srom the table Lalow it can be seen that the majority of EDA

development funds hsve been used for utilities, particularly water and

sewage disposal projecta,

29!3.3.. Department of Cosmerce, Ecunomic Development Administration,

Jobo“gg Americs (Washington, D.C.1 Oeverumsnt Printing Offine, Reov., 1968),
P. 14,
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TABLE 3
EDA PUBLIC WORES PROJECTS BY TYPEO

EDA _Investmen

Utilities 1,032 436, 506 56.5
Industrial /
Commmreia) 230 133,089 17.2
Streets & Roads é1 38,365 b,9
Tourism 76 53,47 6.9
Beelth Fauclilities i b1,553 5.0
Publie Buildings L3 29,327 3.8
Bduo. Faollitiee L b ,b32 $.)

TOTAL 1,542 773,745 100.0

B, Business lLoans and Guarantees

Perhaps the mwost direct method of creating emplayaent is the
business developmmnt loans and guarentees, whioh are loans for up to 25
yers vith an EDA saximm partioipation of up to 698 of the cost of land,
bulldings, mschinery and equipmsnt. In 1969 EDA loansd or guarapteed
over 88 millien dollars for business dsvalopment which is estimeted to
create directly almst 20,000 full time jobs, ! Thus investaent per job
was 4,503 dollars. Howwver, this figure does not consider how many of
the jobs would have been established without, the lean,

”Mc. Pe 50
MInid., po 13.  (The number of £u1l time jobe is based upon
information muvided bty the sudeidised business, )
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TARLE &

APFROVED BUSINES6 LOARSOZ
(bty sources as of June 30, 1969)

Banks 10.0%
Other private 29,3
loaa) devel. corp, 4,6
State/county .8
Applicant 150“
Cther M

EDA Punds “90“

There are certain qualificatiens upsn EDA loans, Perhaps the
a8t ocontruversial of the requiremmmnts is the stipulatien ﬁnt business
develsprant loans "&dall not be axtandad to assist sstablisimante re-
location from one area to another," nor to new entarprises which would
compete in an already over-extandad industry.?d In faot, it was fesr ef
the relocation effects of the PWEDA that cansed (amd still esuses) wuch
of the spposition to such legislatisn frem sush groups as the Ammrimn
Manufaoturers Association. Secretary Carmom axpressed streng suppert for
the ralocstion clause: ‘"We will go over every applioation therwughly
and meticulously te ses that no reloocstion is invalved . . ." %

The prevision which disallows aid for relocation is bagieally a
pelitiocal axpwiiance; however, there are ecanamio justifications beceuse
there is no guin to soclety cs a vhole from relocation in the senss that

2m44., p. 13,
DPublic Werke apd Eoonomic Development Aot, sea. 202,

dig,s,, Cangress, Senate, Comsittes on Puhlie Works, 39th Ceng.,
1“ Mo. po 3“0
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inreased employment in one commmity is matshed by unespleyusnt in
anether. The prohikition upan muppert for new firms in axpese capecity
industries is siallarly justified, In wpite of the restriotionms, oan-
gressiam] testimony has brought forth enough vioclatisn te raise very
serious questions as te the administretability ef relecstien end exoess
capsoity restrictians,

A seoand oentingent to business loans is the stipulation that “the
loan be nobtainable MNon other sources on tarms te carry out the pro-
Joot. »35 mas contingency prevents govarmmant lenders froam competing
with private finanoial institutions, It may, hovever, have a harmful ef-
fect on loocal economies beosuse most vall established and/er prospercus
corperetions will not qualify for aid. Thus, the MWEDA pruvides littls
incentive for such enterprises to establish plants in depreesed armae,

On the other hand, the firms which will qualify for business development
ald are likely to have much higher probabilities of failure,

Even in the case of business devaelopment aid, EDA encoursges as
much local support as is possible, For example, locally organised de-
velopment corporations are expected to lend or give a minimum of 7% of

the project cost,

€. Technical Assistance
‘.[.f
Twenty ‘uiuion dellars annually were autherized for technical
assietence, The commitment to technicel assistance is in part a oarrye

over from the Ares Redevelopment Act which authorised 4,5 million dollarse

3%44S., Department of Commerce, Economic Development Administratien,

%6 .4& %o Apply (Washington, D,C.: Government Printing Office,
1 e Pe
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for technical assistance. Eowever, the FWEDA potentially depressed and
Meaning towards substantial unemployment,™C 1ocslities which are linked
soonomically to sesignated depressed areas, and areas which are part of
a larger non-eiigiblie area, For example, some PWEDA monies have been
spent in inmer-city mojeats in coopsration with Madel Cities programm,
the Ration2l Urban Lesgue, and ether urban oriented grewps, In 1569, 64
aillisn “ollars vare allocated for wrmn technim}l pregram,

40y,s., Depertment of Commerce, Economic Develspment Administretien,

m ﬁé'f%zéw. D.Cuas U.S. Government Printing



IV. Avea Designstion Criterion and an Evalustion

One of the difficult prodlems, both politiocally and ecanamically,
in area developmant policy is the determination of which aress should be
aligible for ecanomic developasnt assistance and in what Quantity sid
should be given. The designation dilemm was handled with the develop-
2ent of a three-tiered eligibility oritsria of local-sised areas (mostly
redevelovaent areas), mmlti-county development distriots, and interstite
regions, The rmlti-level criteriz is politically useful in that it
allove bhemefits to be spresd, yet provides fer concentratien of aid teo
areas of particular distress,

The following tatle may provide some insight between the level
of soenomic develormant and the relative ixportance of the functions
performed 2t each level,

TARLE 5

LEVEL-FUNCTION QRRAKDON OF 1969 L
ESTIMATED EXPKNDITURES IN 1000's OF DALLARS AND PER CENT?

Develorment Industrial Planning, Technioal

Facilities Dsvelopment Assistance, Research L
Region 21,309 8,100 29,100 (10%)
Distriot 19,008 19,600 4,615 43,215 (158)
Redeval opment
Area 163,000 35,300 15,065 213,365 (?75%)
0L 203,000 4,900 27,780 285,680
13.2., Guresu of the Budget, The Budzet of the 5

. States
Appemilx (weshingten, D.C.: Government Printing Office, 1963), pp. 227-230.
-19-
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Although this table represmnts 1969 sstimsted expanditures, it serves to
sppreximmte the relative distribution of aid by level of dsvelopmmt and
funotion throyghout the periad eof m\vlh.
A. Level I: The Redevelopment Axes

The tyve oi arez which is the primary conoemn of the FWEDL is the
redevelopment. srea, A redevelopment aree is an economic commmunity with a
population of over 1,500, designated by the Secretary of Commsrce on the
basis of hish 1.tnem§10ymt. Yov median famlly inceme, populstien less,
and such areas in which there exiets a present danger of suddan, Righ
v.mc%!lplay!mm1:.‘*2 Of the possidble indicators of eocomomic distress, the un-
employment rate and median family income are the best criterieon dDecause
they ars ths nmost direot nsasures of what the PWEDA: is trying to change.

Populatisn loss is a less direct criterion, Areas which have
108t mors than 253 of their popmlation betveen 1950 and 1960 are aligible
AL the 1967 madian family inoome iz below 2,830 dollars, 8ome econamists
weuld contand that ald to areas simply decsuse they are lesing pepulation
18 equivalent o helping "nanimate political units er geogrephio areas, >
The Snclusion of a population oriterion cen be Sustifted in two wmye:
Pirst, there is strong correlation betyeen indemes of human welfare, such
as wnemploywent and low median income and pepulation loss. Second, it ean
be argued that populstion loses is a contributing faster to ecanomic

Becertain Incizn lands are alse eligihle, but, beasuse of their

spacisl sonio~political statue, they will dbe ignored for purpose of this
study.

“3stefen H. fobock, "Stretegles for Regional Beenomic Dsvelopment,™
Papers of the Regional Sciencs Association, Vol. 17, 1965, ». 13i.
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depression because of its part in creating a viclious aircle. Therefore,
correction of population loss mey be a partial solutisn. The inclusion
of a family income factor also makes the population loss criterion more
viable,

The fact that an ares may be declarad 2 redevelopment aresc on
the basi: of an expected rise in uneaployment (in moﬁ of S0% of the
naticnsl average) can be explained once it is understood that an area is
much harder to rodovolop after a vicious circle of depression has started,
It is much sasisr to stop 2 recession beiore ite downward forces are in
full oparation, This anticipation provision was of specisl interest u
many New England senators,

The PNEDA has been administered in such a manner that counties
have beern the basic redsvelopment area, The use of counties as the basic
unit in the development process is a controversisl action, Many econo-
mists feel that the county is an archaic political unit which "way have
been well acdepted to the technology of mid-i9th ceatury, but whieh is not
wall adsptecd to meet the meeds of tod.y.“‘ Fox and Xumgr argue for a
newer, more ‘mctional economic unit, Likewise, Robert L, Williams, in
& preparec stztiement before the tenate Public Aorbs Cosiittee, also ob-
Jocted to the us= of the county on grouncs that it is often too small e
provide resourcee necessary for :’;Wolopment.&'s In spites of the objsctions
to the use of tha county, the EDA neaded & welledefined political area

with which to overate; neither the time nor ths resources were availsble

blyerl A, Fox and Krishwe fumar, "The Functional Economic Area,”
Papers o: the Rsgional Soience Asseclation, Vol. 15, 1965, p. 57.

uﬁﬁ.s.. Congress, Senats, Cammittee on Punlic Works, 89th Cong.,
ist s‘..o. PP« 378.3800
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to create and gather data on new political &areas, Although the county -
erea 18 not slways & good substitute for an economic commnity, its
use can Le defsndec on the grounds of presctieality,

™er2 ars two other {ypes of qualification which, although not
full redaveloument areds, are often cluassiiled with redevelopment areis
because of the siwmilarity in sise, Nelther classification receives a
sfignificant nortion of the total Eli funds. Included in level I aress
are those which are elizible only for public works grants under Title I, -
These Title I areas are those designuted oy the U.5. Department of Lavor
as having substantlal unemploymant (6% or wore). When a {itle I area
becomes elicible, & letlter of notification is sent by the EDA, wheraupon
the area mist organize and develop an CEDP before actusl designation,

By and lerge, the nuaber of Title I areas is smell and the lemgth of
qualificatior is shori--often under six months.

Some ald under the PwEDA is spant in metropolitan areas for tech~
niocsl sssistance, ilthough the funds spent on urbsn projects were not
large, there i a2 good deal of evidence that in the future the EDA will
increasirizly con~ern itself with urban areas at the expense of rural dee
voloMt. In 1965, over helf of the proposed amendments for the PWEDA
in the Houss ol representatives concerned expanding the amount. of aid for
the inner-city would qmliﬁi.%

B. Level II: The Development District
Economically depressed counties often are in the same geographic

area with siwilsar economic problems, The provision for the rlti-county

46y,5., Congress, House, Committes on Public Werks, Public Works

Development Act Amendments of 1969; Titles I-IV ViI
%t Lo o ist S”'.' !9@.— PPe 2"‘30 - E e,



w23
develepmant distiriots provided an approach to economio dsvelepment vhich
cén operate on a soale larger than the redevelopment area,

Ths J&?prorequiutos for a Gevelopment dist:‘-ict are: (1) The
develomment district must contain at leust two designated redevelopmmnt
areas; (2) There aust be at least one redevelopment center which is
potentially the source of Jobs which can stimmlate the exonamic aotivity
of the hinterland,*7 (3) Sutmissien of a proposed district through the
governor of the state along with an OEDP. The EDA will decide on the
basis of pesrosmtage ef the population in redevelopment countles , per
oapita income of the distriet, unemployment retes and othér relevant
oritarion if cesignation is sppropriate,’d

414 incluces a payment of up to 758 of cdministrative expenses,
Further, & redevelonsent center, even if not part of a redevelepaent
ares, becomas eligitie ior aid on a basis squal to a redevelopment area, ¥
In an i_.t’fnrat- 1A encourage redeveloymmnt ares formation, an added 108 bonus
on the maxdimur smount for which the originsl redevelopment counties would
otherwise 0ualify, the 807 federel maximua would still be in effect, how-
ovor.5o For exsmpls, if, when consideration is taken of the econeomic
status of an ares, it is cecides that it is eligible for a 504 grent, the
federal govsrnment would ordinarily pay 163,000 cdollars of & 20(¢,000 dollar
preject, If tns redevelopment area iz part of & development district, the
federal share s’ bs increased to &0 or 120,000 dollars. The FWEDA

clearly intmmir to encoursgs developmant districts

W’Ibidl. p. 50
¥1pic., r. 3.

Y%9,5,, Congreas, Senate, Comuities on Public Worke, S9th Cong..,
ist Sess., p. <1,



-

Theoretiaslly, the develepment districts have support as a viable
econamio unit. 2 In the previgusly cited article by Fox and Xwer, Dr. Fox
argued that the U.S. is divided into '"neturelly cde facto labor maricet areas
roughly equivalent to one hour's travel from ccnter to periphery.” This
length he claims, is about the maximum people are willing to drive for
work and for wmajor purchases, The mappings of labor commuting pstterns
strengthens the argummnt for a growvth center concept. In every case, the
county comteinine the cantrel city has had &« greater nopulation growth,
thus immlving a better economic climete than in the veriphery. The sise
of the besic ecomamic unit develeped by Fox and Kumar is approximmtely
six to eight counties,

It is the developmant of a concept like the "functicnazl econamis
area® which the EDA 1s encoureging under the Econamic Development Distriot
progran, One county by itself may not have the resources; there is need
for a city of at least medium sise to offer services necessary for attrect-
ing industry,

Since their conception, the development distriots have had greet
attraction for wery other federsl agsnciesz, ond they are receiving fnde
fros mch agencies as the Department of Houeing and Urban Development,
R.E.W., the Department of Justice, 0.E.0., ns well as stete and regional
organintions.sz The use of development districts by other agencies speaks
wel) of the success of development districts and mey prove to be the most

outstanding achievement of the PVEDA,

- —— 0

S1Fox and Kumar, pp. S7-35.

25058 for Americs, p. 27.
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Since 1966 there have been 122 districts authorised for formatien,
74 of vhich have received final approval and designatioen, along with 135
growth cantera, The grewving importance of develorment districts is evi-
denged by the shift in the allocatlion of funds away from straight re-
developmant arcas tovards development distrlcts. 53 The future may well
show develomment districts playing a major role in restructuring and

nodernizing the relstionship betweer. sres and funotion.
Ce level IIIt The Econoulc Developnent Regions

Ths lavgest wmitc eligible for developmsnt aild ars the ecoromic
developrent remions, Title V provides 15 million dollars amuslly for
technical and rnlanning assistance to the rulti-state regional development
districts in 71 countiss and 20 states, The six reglons are the Czarks,
New England, the Upper Great Lakes, Four Cormers and the Coastal Flains,

Once the Secretary designates a multiestate area as qualified
on the hasis of conmon sxperience, continuity, ané need for development,
the states hsve tas authority to organise s regional commission., In order
to encourage orzanization, EDA will pay 100 of the axpenses of the regional
comissions for the first thres years and 0% of the expenses theroafur.’u

The federal government has a more direct role in reglonal cevelop-
ment than 4in either the redsvelopment areas or in development districts,
The PAEDA specifies that the members of the commissions must include at

least one falerslly appointsd coechairman with 2 veto on commission
activities,

530.5., Buresu of tne Budget, The Budget of the United States 1969
(nashington, L.c.: Govermment Printing Office, 19b97._p. 255,

#gii Handbook, p. 12,
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The majority of the activities of the regional coammissiens?
activities are on organizatienia) and planning activities and very few of
ite energies nre spent on develooment facilities., In spite of the lack
of physical activity, the regionsl approach has gained wide support
among political officisls, It is significant that the Serate Public
Works Cormmrittee spent more time hearing testimony concerning this rela-
tively =inor vortion of the Aet than any other section,

The efficiency of the reglonal approach is difficult te measura
statistically because the sums of money involved are very small, the
effects are diffused Sver & large area, and it is difffcult to get =
control grour since the development ragions inolude most depressec multi-
state depi~nssed regions, and beceuse inaccuracy of regional income size-
tistics.55 ¥ritills concludes that a projeset by préjoct evaluation of
regional developaant is the most fe&siblo. The project approach, however,
will tend to lgnore the large sums of money appropri#te;l for overall
regional adm.inistz_'atiop and plamming,

I heliave that s qualitative approsch 1s moit.l fessible for evale
uating the resiomal levsl strategzy. In the four years .from 1965=1969,

60 million colls ws werg initlzlly authorized for regional level cavelop=
ment, Of this amount, only 2bont 26 million c‘zoli&ra have been aprropriated
in spite of the apparent favor in Congress for region ;c.ti'rif&. This suge
gests that the reglonal comnlssions have not besn ze active ae might have
been expected, However, part of the reason for the limited activity =ight

have been because of prodlems in organisation,

5-5John V. Kratilis, "Criteria for BEvaluating Regional Development
Programs, " American Economic Review, Vol. 45 (May, 1955), P.
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A second and more challenging criticism was made by Dr. Lawrence
Davis, who feels that the regiona) ecanomic units were toe cencerned
with groundwork:

Flamning alone is not enough. A Regionsl Commission
must, at some point, convert to the realistic side and
ocAuse some aocllan to take place. I fear that th

has been %00 much plamning and not encugh action
Dr. Davis further criticised the regionsl activities by charging that the

locel developmant groups (basically district and redsvelopment sreas) are
in a better position to appaj aid, Nevertheless, the value of a regionzl
apprasch in helping lagging regions, slthough limited, is not completely

discounted Wy Davis.

Fow congressional witnesses favored scrapping the regionsl ap-
prosch, On the contmary, the overvhalming consensus was that the regional
approach to devalopmant is sound end needs to be expanded bectuse there
are problems vhich oan only be solved on a regicnal basis. There was
much favor with the idea of inoreasing the ypes of development activities
whioch the regionsl commissions may initiste., Also, it was reuxmmeded
that appropriations be made ty specific regional oommission rether then
in & lump oum undar Title V

It seams that the regionel level approach holds scme promise, but
to date, although there are some concrete accomplishmants in planning ac-
tivities, the regiomal level activities overell have not generally geme
beyand the paper stage. |

550.3.. Cangress, House, Comnittes on Public Works, 1969 Amand-
Yo the Appalachiap Regions) Development Act and Title V Regions
Scononic Develgpwent Act, 91st Cong., lt Sess., 1




-28-
D. An Bwaluation

I hope in this eection to am=ing the effects of the AR on
depressed ereas in Ats entirety rather than section by seotisn. Such an
evaluation of the Act requires explicit judgmants as to the goils of the
PEDA. Toe Statemmnt of Purpose of the Act makes it clesr that the main
purpose 1s to enable dspresami aress to "halp themsalves echisve lasting
taproveemsnt and enhance the demsstic prosperity by the establishmsnt of
otatle and diversified eoonomies . . » +" with the provisien that aid
sheuld not be mere transferring of jobs from one area to another.”’

The a=piricsa] predlem may be phresed austerely’ Do aress which
partiosipate in the Pohlic Works and Exurmmirs Development Aot progrems
ovidence a higher rete of ecanomic progress than similar ereas which did
not participate? mmumm.&«uam.mmuror
economic progress must b devised and control and Creatment greupes must
be salectad,

One index of emmnamic progress for which reliable data axists 1s
mm.mpym--. Puyrells are appropriate decsuse they are a con-
Muormhounmrkﬁmdthomnupu_d.

(1) APw oWH, s4BW, + 2% 4D

where:AP = change in payrolls over the zalevant peried.
AW w change in average hourly wages over the relevant peried.
A8 s change in man hours worked over the relevant pariod.
By » to¥al man hours warked at the start ef the period.

Wy = averege bouwrly wage at the start of the perloed,

57n3tatemant of Purpose,” Public Worke and Economdq Development
Act of 1965, p. 1. TRt

B(1) Py + AP = Py = (HysaH)(WyesW) = HiWy+ AWH 4RIy 60HS
(3) Therefore: (1)=(2) = AP m OWR, 4+ AlW, + AH A
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The first term of equstion (1) hes basn tarmed the wage effect, and rep-
resents the change in wmlfare as a Peslt ef changed wege reates; the
seomd term is the employment effect Wish 15 e result ef increased
employment; and the third term is the oembination effect.”? Thus, the
payrell variable reflects a1l three offests,
| smmnuamu«“.mmmum
htobotut-da—gu‘l.uqunn(‘l)o

(2) AWHy «pBiy . ¢£R AW

Hy Wy

Fer ths peroantage change in puyralls, the figures fer tamble
payrolls for the start of the pregrem, 1965, ere wsed to represat Py
(equals Wy Hy) and the tazshle payrclls for 1968 swwe used to represent
Pp (equals Wy Hy). The seurce of taxable puyralls is frue the ammual
velumes of County Business Pattemns. There will, ef course, be some di-
vergmnce between actusl payrells and taxable payrolls, The divergemes will
be larger the less orgsnised the resource and product markets. Haowsver,

= $ap

the discrepancy will not grestly affeot the results becsuse: (1) the di-
vergemce riate between tamshle and non-tazahle payrolls will not be large;
(2) the divargence rets 1s prodetly similar between the trvatment aod non-
trestamt groupi) (3) the divergence rete vill not change greatly in four
yoors within a particular comty,

ierth Bateman, "An Application of Cost-Bemefit Anslysis to the

worgzhuimu Progrem,” American Bconemic Review, Vol. 42 (May, 1967),
P .
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It was falt that changes in payralle 1s a better indiceter of
chéngee in welfare than changes in welfare recipients decause the
criterians vary greatly from state to state, providing little greunds
for comparison, The use of unemployment rates or total employment was
rejected decause such data do not reflect disguised unemployment.

The second issue in prepsring data for statisticsl amaly=is is
the selection of trestaant and contrel groups, A comparison of the treat-
mant group with the nation as a wvhele is not viable because we would ex-
peot different ¢>owth rates between the two samples without any treatasnt.
In order to giin a sample of chroniocally depressed areas with which to
work, I selected areics from a list of "HEligible Redevelopmemt ireas Under
S 1648" supplied to the Senate Cammittee on Fublic Uorkz.so The 1ist cane-
tained areas jualified as depressed; 110 countles, a1l of which had the
characteristic of Lsing depressed, were selectec and divided into trest-
sent and control groups according to whether they receaive aid from XDA
or mt.61

Jecause of tae worst-first policy initiated Ly the EDA, it 1s
liksly that the treatmant group may be more distressed with less promise
than the contral group., If this is true, then a significant difference in
faver of the areas recsiving aid will be sven more impressive,

60y,S., Congress, Senite, Committes an Puklic Works, 89th Cong.,
1st Sess,, pp., 48-60. Certain areas had to be excluded f¥em oonsideration
because of lack of informetion, but the emclusions were few and should not
affect the results. (Ses Appendix for List of Countiss),

61obs for Amaries, Appendix,
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The mean growth rate, standard deviation and variance were cen-
puted for esah group and are showm below:

Sample :
Size X R &2
Treatment 70 gk 50.3 1629.7

The null hypethesis being tested states that there is no difference
between the mean growth vete of the trestment group and the control group.
If the 2id giver under PWEDA is %0 be shown effective, the null Rypethesis
must be rejected. L ome-tatled sigmificance level of 10% was chosen be-
ceuse 1t wvas felt that, as in the oese of many soclal pregreme vhich are
etil]l sewewvhatl ir the experiwental stage, the need for absolute certainty
23 might be reflected in s .01 eignificence level iz teo rigercus,

Thus, at 105 the criticsl "I velue is 1.289,

62 s i
e
NN 7

uhoro:-qz and (5, N? = the varisnce of the treatment and

Bsing the formula:

non=tre-taent (contral) groups respectively
~= kn ax. 8t = sample size o non-treataent and trestment
groups snc putting in the relevant variables:

T= -

% 1629.7
70

= -1.“

T = «1.56 is ebtained.t3

- 62pqinhard Herink, College Level Statistioe (New Yarks Honarch
Fress, 1965), p» 67. -

63@0&:& fho oritical value at the 58 leval 1s 1.65, Therefore
the results ai'e 2lso significant at 5%,



-32-
Since 1.86> 1.289, it oan be comoluded with reasenable certainty that the
twe groups are froa different populatioms.

4 contingency on the eonslusion is that the differamnt grewth retes
MY be due to a fagter which alse csusei some aress to partisipate &n the
Act and others not te participste. For wample, seme camnnities with a
grest deal of citisen involvewwnt in ecenamio developmsant weuld be mere
likely toc have a higher growth rate without the FWEDA and the eame cem-
monities would be likely to partieipste in the Act. In ether words, ene
eould argue that community involvement oaussd growth as well as KDA par-
tiotpation.8% Bovwver, such en argmment is tenusus because ef the me
essenrability of the oritical variatle. The facte can be explained by
both theories, but the simpler, more direot conalusion that participatice
in DA activitiesr tands to result in higher growth retes is the most
accsptable, '

The higher growth retss for the participating aress argues
strongly for the success of the Aot., It does not preciude the possikility
that the funds could have been spent better, but it does provide same evi-
dence that aid was given in large enough qusntities to affect erea
econamties,

V. Cenclusion

Enpirical evidence and eoconamio theory indicate the need for the

type of ares legislation which the Puhlic Works and hacnamic Development

£

6“0:\ the admittedly wesk assumption that per capita county expendi-
tures could proxy for community involvement, the theory that depressed
ereas within particular states which received aid would have a greater per
cspita duiget than those which were eligible but did not receive aid was
tested, The result shovwd higher expunditures in aress aligihle but not
receiving alda, However, no test for significence was made #ince none wes
neoeésary to reject the commmity involvemant theory,
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Aot vas designed to fulfill, Since its inception, the number of distresend
aress (as defined in the Act) has dsalinad; however, 1t is difficult to
ssparete the extent to ihich this decline is a result of the cversll
growth of the natisnal econogy or of the Aot itsalf, Undoudrtardly, heth
have made oantrﬂmtimﬁ.

In the discuseion of the area developmsent tools, although specifio
problems were raised in the body of the paper, the genersl impression is
that each of the three types of aid (development facility aid, business
aid, and technical sssistance) have a particular role in the developsmnt
process. As used by the EDA, each type of aid seeus to caplement the
other types.

When cencern: 18 focused on the geographic level of development,
gfuccess seans more evident at levels I and IT than at the multi-state
scale. Althougk the regional omoimu have done ouchk in the way of
planrang, they héve besn ineffective in promoting the hardware needed
for econoxic developmant., 4Abolishment of the regional approsch 1s net
recammande<d, however; couparison indicates that more promise is held in
the redesvalopment area and distriot siee efforte.

The aajor criticlsn of the Act is not of any of the specifie
sections cited in the Lody of the paper: rather it is a general shorte
coming of the ixssic thecry of sub-nationa) developaant, The PWRDA is an
attampt to restors econoaic life %o all depressed cormunities., Although
optimsl resulis cannot be achisved without intervention, this does not
imply that sll sieas should receive aid to stabilize thelr economies,

The EDA needs to develop & theory whioh will make the cdistinction between
areas which are capsble of breaking the vicious circles of decline and
establish healthy maiu and those areas in which population declines



o o
should be encouragec, Thus, & high unemployment rete in some cases may
be desiretle il it impruves the adjustment proocess. A method of measure
ing the earginal socisl cost of assisting distreesed areas and a eocial
cost of wigration ghould be devised, If the theory behind the iet could
be changed to provide & wmore selective critarion for aid, its adminis-
tration would be enhanced,



APPENDIX
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COUNTIES USED IN STATITICAL ARALYSIS

Lounty
ALABAMA
Antauea
Clazke
Fayatte®
Me.oon
Walirawy
ARTION..
Mohe ves
~RKAVSAS
Comuay«+
Jacksor:
Marion+
Randelnh
Woodruff
CALIFORNIA

Tuolumna

Percontage Change
in Payrolls 1965-1968

63
]

B3 W

53
24



Cown Percentsge Change

COLORA DO

Huﬁf’f ANoe 20
Biiil..w;:;ﬁ‘i,

Sussexe »
FLORTA

Smatere =8
‘-}EC:RGEIA

Appling+ 67

Carreoll &8

Flbart 22

Habershams 59

ILouranse 72

L ARE 53

Rabum + 3

Tattnell 105

Trautlens 8

Whites 65
IDAKHO

Toton 32
TLLINOLS

Alexancex 40

Franyl ine 29

Massae 48

 Uelone 4



INDIARA
Qarks

Switserland

KERTOCKY
Adair
Butlere
Blliotts
Harlane

Lawrences

Relson

Roockcastles

Wolfes
LOUISIANA

Arasdise

lafayettes

8t. landry+

MIRE
Penobscot

MIENESOTA
Beltremie

- Itasosse

25

25

73
72
130

e 38

+09
212

b3

25

154



MISSISSIPPI
Bolivare

Panolas
Talobusha

Carter
Mgdisone

Lakes

WEBRASEA

NEW JER